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Pitzer/Duke Volume

I

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the
Complaint of:

Jeffrey Pitzer,
Complainént, i Case No. 15-298-GE-CSS
vs. :
Duke Energy, ©Chio, Inc.,

Respondent,

PROCEEDINGS

before Ms. Sarah Parrot, Hearing Examiner, at the
Public Utilities Commission of Chio, 180 East Broad
Street, Room 11-D, Columbus, Ohio, called at

10:00 a.m. on Monday, February 1, 2016.

VOLUME I

ARMSTRONG & OKEY, INC.

222 East Town Street, Second Flcor
Columbus, Ohio 43215-5201
(614} 224~-9481 - {(800) 223-8%481
Fax - (614} 224-5724

Armstrong & Okey, Inc. - www.aando.com - 614-224-9481


http://www.aando.com
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1/29/2016 11312 Orchard St - Google Maps

Go gle Maps 11312 Orchard St
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1/29/2016 11314 Orchard St - Google Maps

Go gle Maps 11314 Orchard St
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1/29/2016 11316 Orchard St - Google Maps

Go gleMaps 11316 Orchard St
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PCOUNTY AUDITOR ON-LINE 5 4iri42

Hamilton County Auditor Dusty Rhodes
138 EBast Court St., Cincinnati, Ohio 45202 - (5139464000 - dusty. rhodesgifuse.net

Guline Propeaity Aocess

Farcel IR Addtess Index Order Tax Year i Want To...
608-0001-0021-00 11312 ORCHARD 5T Parce| Number 2015 Payable 2016
: Start a New Search
Mages ) ‘ ) )
Emage [Proto 1271072008 v] Evmail the Auditor
e / View the Onfine Help
T p i Auditor's Home

6080001002100 12/10/2008

16 DSrwhE e Al nghts reserved




Account Number 0120-0420-20-6 10 02 5°P 27 2011 $ 248, 32

For Iess detailed bitling information on :} $ %

your monthly bill, check box an right HeatShare Contribution  Amount Enclosed
{for Customer Assistanca)

Estill Easterlin
11312 Orchard St PO Box 1326
Cincinnati OH 45241-1915 Charlotte  NC 28201-1326

T

400 O0opooe4ss2? 01200420205 09<720110 QOOOORS52557Y

HEMINDER NOT lcE _ _ Paga iot2

Estlll Eas!erhn
11312 Orchar
Cincinnati OH 45241

PO Box 1326 Paymants after Sep 02 not sncludad Bill préparad on Sep 02. 201 1
Charlotte NG 28201-1326 Next meter reading Oct 03, 2011

REMINDER - Did you overlook paying last month’s bilt? Unless you paid your bill recently, please give

this your prompt attention.

Gas 000999214 Aug 03 Sep 01
Elec 106188883  Aug 03 Sep 01

Amt Due Prevrous B1I| $ 143,49

Usage -

Duke Energy - Rate RS Late Payment Charge(s) 2.15
Current Gas Charges . galanctee Fongﬁrd 4568

urrent Gas Charges 36.85
Gas Cost Recovery $0.59692800/CCF Curent Electric Charges &6.33

Gurrent Amount Due $24882

i = flakitesty

Usage - 488 kWh

Duke Energy - Rate RS $68.33
Current Electric Charges $66.33

This month's Gas Cost Recovery (GCR) charge for custemers rurchasmg their natural gas from Duke
Energy is $0.5969290 per CCF, which Includes a base GCR of $0.5891000 and Ohio excise tax of

$0.0278289.
REM!NDER NOTICE
S ST ,-,»'«:;»';
R Sep 27,2011 $ 248 82




g icapering

Estill Eastering 11312 Orchard 0120-0420-20-5
Cincinnati OH 45241

542 S p e e o f 4

QUR TRAINS ARE CHANGING STATIONS: The Duke Energy Holiday Trains ate scheduled for an
early arrival this November Sth through December 24th at the Cincinnati History Museum. Look for more
detzils and information on FREE admission - in your October Duke Energy bill.

Order your FREE compact flucrescent light bulbs today! Call 1-800-943-7585 and choose option 1, or
visit www.duke-energy.comfresciist to see if you are eligibla,

PRICE TO COMPARE: [n order for an average residential customar lo save manaey, an electric supplier
must offer a Brice lower than 8.87 cents per KWh. Your Price to Compare may be different based on
your usage. Visit www.duke-energy.com to calculate your individual Price to Compare or contact Duke

Energy tor a written explanation.

Gas Duke Energy
Mater - 000999214 | Rais RS - Residential Service
CCF Usage - 6 Elxed Dglive:jy gﬁwica Charge $25.33
sage-Base arge
gg%g‘* S Sep 01 6 CCF @ $0.03272800 0.20
4 Gas Delivery Riders 7.74
Gas Cost Recovery
6 CCF @ % 0.59692900 3.58 $36.85
. ooy Totel Oibitant e CHARaE T $36.85
Electric Duke Energ
Meter - 106188883 | Rale RS - Residentiai Svc-Summer
kWwh Usage - 486 gisli.ribuii%r;Customer Chg $5.50
elivery Charges
93%235 Sep 01 Distributien-Ensergy Ghg
4 486 kWh @ $0.02212600 10.75
Delivery Riders 6.57
Total Delivery Charges §7732
Generation Charges
Generation Energy Chy
486 KWh @ $0.04234500 20.58
Rider FPP 15.57
Rider AAC 4.34
Rider TCR 3.02
Total Generation Charges 54351 66.33
Bt ; STa Cup T haisy sl $66.33
CCF QGas Usage kWa Eloctric Usago

1,000

Calculations based on most recent 12 month history Calculations based on most recent 12 month history
Total Usage 1,382 Total Usage 3725
Avorage Usage 115 Averags Usage 310
SEFl ©OCTT NOVI  DEC FEBl MAR| = AP MAY] _JUN  sull Au SEP
Gas EY 8 3 284 21 17 12 LYl 7] ]

84
Elsciric 420 aoj 27 184 21:1 2:21 2471 22 131 zasl # 488



http://www.duke-energy.com/freecflsl
http://www.duke-energy.com

-

Account Number 0120-0420-20-5 10 02

For less datailed billing information an D $ $
yaur manthly bil, check box on right HeatShare Contribution  Amgount Enclosed
{for Customner Assistance}

Estill Easterlin
11312 Orchar PC Box 1327

Cincinnati OH 45241 Charlotta NG 28201-1327

TS

410 0800DR373060 01200420205 102620119 00000378kbh

Estlli Eastaring
11312 Orchard
Cincinnati OH 45241

27
Charlotte  NC 28201-1327 Naxt mater reading Nov 01, 2011

i your setvice is disconnected for non payment, in addition to a raconnection charge, you will be
required to pay a deposit in the amount of $200.00 before service is restored,

IMPORTANT: Your service may bs disconnected if your past due amount of $248.82 Is not paid before
10/28/2011. A recennsction chargs will be required.  In addition, a service deposit may be required; if
so, payment arrangements may be avallable, For questions, please call the numbet shown above,

You also have the oplion to retain or have reconnactaed one of your services, either gas or elactric.
Pleassa contact us at the number shown above to discuss this option.

Gas 0D0B99214  Sep 01 Oct 03
Flec 106188683 Sep 01 Oct 03

SLECER

Usage -
Duke Energy - Rate RS $ 78.77 | |Late Payment Charge(s)

Current Gas Charges §78.17 galanceGForward 25255
Gas Cost Recovery $0.58664980/CCF Gurrent Gas Char Sraes A
Current Amount Due $373.06

R R e D
(Blaotrin s HeSIBRURY o o e

Usage - 282 kWh
Duke Energy - Rate RS $4174
Current Electric Charges §41.79

4y S




DISCONNECT NoTIGE I _ Page o3
B | SHeSt 5 3 SHn y
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¥5d R 3
b g
Rk e 24

Estill Easterling 11312 Orchard 0120-0420-20-5
Cincinnati CH 45241

This month's Gas Cost Recovery (G-.‘CF? charge for customers purchasing thejr natural gas from Duke
gg%r J 312 Ssszgl.t‘ﬂs&‘&‘.lma per CCF, which ihcludes a base GGR of $0.5593 and Ohio excise tax of

In Case No. 11-4329-EL-RDR, the PUCO approved an adjustment to Rider TCR, Transmission Cost
Recovery Rider. The PUCO alsc apgroved adjustments o Riders SRT and FPP. A typical residential
customer using 1,000 kWh per month will sse an increase of approximatsly $1. 8 or 1.0%.

Crder your FREE campact flucrescent light bulbs teday! Call 1-800-943-7585 and chooss oplion 1, or
visit www.duke-energy.com/freecils1 to see if you are eligible.

PRICE TO COMPARE: Int order for an average residential customer to save money, an electric supplier
must offer a prica lower than 9.00 cents per KWh. Your Price to Compara may be different based on
your usage. Vislt www.duke-anergy.com to calculate your individuat Price to Compare or contact Duke
Energy for a written explanation.

R ; % [aade Bl
Duke Energ .
000999214 | Rate RS - Residential Service
CCF Usage - 87 l.Fji)o:ed Déaal‘lve CSl;arvics Charge $25.33
i} sage-Base arge
o0t - Oct03 87 CCF @ $0.03272800 2.19
¥ Gas Delivery Riders 11.94
Gas Gost Recovery
$78.77
g A $78.77
Electric Duke Energy
Metar - 106188883 | Rate RS - Residential Sve-Winter
KWh Usage - 282 Bisﬁgributigr;’-c ustomer Chg $5.50
elivery Charges
33%01 . Oat 03 Distribution-Energy Chg
ay 282 kWh @ §0.02212600 6.24
Delivery Riders 4.41
Total Delivery Charges 51065
Generation Charges
Generation Energy Chg
282 kWh @ $0.04234500 11.94
Rider FPP 934
Rider AAC 2.52
Rider TCH 1.79
Total Generation Charges $2559 41,74
' : $41.74



http://www.duke-energy.com/fre6Cfls1
http://www.duke-energy.com

D[S‘CONNEGT NOTICE Page 3 0f 3
Estill Easteding 11312 Orchard 0120-0420-20-56
Cincinnati OH 45241
CCF Gas Uisaga Kwh Electriz Usage

Calculations basad on most recent 12 month Ristory Caleulations bassd on most ragent 12 menih history
Total Usage 1,395 Total Usage 3,804
Average Lsage 118 Average Usage 17
OCT NOV] DEC; JAN] FEB MA AP MAY] JULJ‘ JU AL EP| OCT

Gas 34 B 314 264 Fayl 17 12 81 a7
Elaetric 204 a7 154 213 231 4 @a‘l 181 234 8 <8/ 282




OHIO RESIDENTIAL
DISCONNECTION NOTICE

According to our records your accourt is past due. To
; maintain your gas and/or electric service(s), please pay
! the amount noted on the enclosed bill. Please see the
“IMPORTANT" message box in the body of the bill for
the amount o pay and the date payment needs to be
made to avoid disconnection.

Or contact us before the date noted in the message
. box in the body of the bill to determine if you are
, eligible for other payment options.

AVOIDING DISCONNECTION

To avoid discontaction it will be necessary to satisfy one
of the foliowing options by the date noted on the bill:

* Pay the amount noted on your enclosed bill (see
“IMPORTANT” message box in the body of the bill),

* Pay the required amount to set-up a payment plan
(applicable to qualified customers ondyl.

« Provide a Medical Certificate (see information on

i Page 2).

To learn more about how to maintain your gas and/or
electric servicels), please review the additienal information
in this notice and/or contact our Credit Department at
513-651-5100 or 800-648-7777.

Please note: Failure to pay charges for products or services
may result in the loss of those products and/or services.

P Duke
Energy-

MAR-DOHR-W 10/11




Duke Energy Ghio

Case No. 15-298-GE-CSS

OCC First Set Production of Documents
Date Received: June 22,2015

OCC-POD-01-006

REQUEST:

Please provide copies of any disconnection notices that were provided to Estill Easterling
111, Dorothy Easterling, and/or Estill Easterling I'V at the Orchard Street address in 2010
and 2011. _

RESPONSE:

Objection. This Document Request seeks to elicit information that is irrelevant or
otherwise not reasonably calculated to lead to the discovery of admissible evidence.
Answering further, this Document Request infers that Dorothy Easterling and/or her son,
Estill Easterling I, were Duke Energy Ohio customers which is incorrect. Moreover,
this Document Request is vague and ambiguous as Duke Energy Ohio is not aware of an
Estill Easterling IV in regards to service at the Orchard Street address. Without waiving
said objection, to the extent discoverable, and in spirit of discovery, sece ATTACHMENT
OCC-POD-01-006. '

PERSON RESPONSIBLE: As to objection: Legal
As to response: Mitch Carmosino.







IInin

Account Numbar 0120-0420-20-5

For less detailed billing information on
your menthly bill, check box on right

Estill Easterdin
11312 Orchar
Cincinnati OH 45241

10 92

L

DISCONNECT NOTICE

el 26, 2011 $373.06

$ $

HeeAShare Conriowtion  Amouit Enclosed
ffor Customer Assistance)

PQ Box 1327
Chariotie NC 28201-1327

410 00000372060 Uig00420205 L02L20119 0p000378kLE

DISCONNECT NOTICE

Page 10of 3

Esiiil Easierlin
11312 Orchars
Cincinnati OH 45241

Duke Energy

513-851-5100  0120-0420-20-5

PO Box 1327
Charotte NG 28201-1327

Payments after Ot 04 not included

Bill propared on Oct 04, 2011
Mex meter reading Nov 01, 2041

H your service is disconnected for non paymsnt, in addition to a reconnection: charge, you will be
raquired to pay 2 daposit in the amount of $2060.00 before service is restorad.

IMPORTANT: Your service may be disconnacted if your past dus amount of $248.82 is not paid before
16/28/2011. A reconnedlion charge will be required.
50, paYMent arrangernents may be available.

In addition, a service deposit may be required; it
For questions, pleasse call the number shown above.

You also have the option 1o retain of have reconnected ona of your services, either gas or slectric.
Please contact us at ine numbsr shown above to discuss this option.

Gas 000999214

Sap 01 Cct 03

Eilac 106188883 Sep 01 Qct 03

Usage - 87 CCF
Duke Energy - Rafe RS
Current Gas Charges

Gas Gost Recovery $0.58664980/CCF

Amt Dus - Previous Bill $ 248.82
Lats Payment Charga(s) 3.73
Batance Farward 25258
Curreni Gas Chatges 7877
Curent Electtic Charges 41.74

[¥sage - 282 KkWh
Duke Energy - Rate RS
Gurrent Eleciric Charges

w
b
-
B
EN

Current Amount Bue eTFIT0E

1273 1340 &7
3136 3418 282

w
Jul
i
o
S

Oct 26, 2011

DISCONNECT NOTICE

PUCO Case No. 15-208
OCC-POD-01-006 Attachment
Page 1of 7



DISCONNECT NOTICE Page 20 3

Estill Easterding 11312 Orchard 0120-0420-20-5
Cincinnati OH 45241

This month's Gas Cost Recovery (GCR) chatge for customers purchasing their natural gas from Duke
Energy is $0.5866498 per CCF, which includes a bass GOR of $0.5593 and Ohio exclse tax af

$0.0273498.

In Case No. 11-4329-EL-BDR, the PDCO approved an adjustment lo Rider TCR, Transmission Cost
Recovery Rider, The PUCO also approved adjustments o Riders SHT and FPP. A typical residential
customer wsing 1,000 kWh pet month will see an increase of approximately $1. 8 of 1.0%.

Order your FREE compact fluorescent light bulbs todayl Call 1-800-943-7585 and choose opfion 1, ¢r
visit www.duke-energy.comfresctls? o see if you are sligible.

PRICE TO COMPARE: In order for an averags residential cusiomer io save money, an slecric supplier
rust offer a price fower than 8.00 cants per kWh. Your Price to Compare, mag be different based on
%our usage, 8&5‘& www.duke-energy.com fo cafculate your individuat Price ta Compare ar contact Duke

nargy for a writisn explanation.

Gas Duke Energg .
teter - 000989214 | Rate RS - Hesidential Service
GCF Usage - 87 | Fixed Dalivery Service Charge $ 2533
Usage-Base arge
83%01 -Gt 03 67 CCF @ % 0.03272800 219
3% Days Gas Delivery Riders 11.94
Gas Cost Recovery
67 CCF @ $ 0.58664980 38.31 7877
2 $78.77
Etoctric Duke Ener ‘
Metat - 106188843 | Rate RS - Rasidential Sve-Winter
Kh Usage - ee2 D;‘sitribu:ig?]-Custumsr Chg $5.50
: Delivery Charges
85%91 - Oct 03 Bistribution-Energy Crg
32 Days 282 KWh @ $0.02212800 8.24
Delivery Riders 441
Total Dalivery Charges 1088
Generation Charges
Generation Energy Chg
282 WWh @ $0.04234500 11.94
Rider FPP B8.34
Rider AAC 252
Rider TCR 179
Total Ganaration Charges 2559 4174
T Tg ; $41.74

= e

PUCO Case No. 15-288
OCC-POD-91-006 Attachment
Page 2 of 7


http://www.duk&-energy.com/Treecfls1
http://www.duke-energy.com

PUCO Case No. 15-298
QCC-POD-01-006 Attackment
Page 3 of 7

DISCONNECT NOTICE
Estill Easterling 11312 Orchard 0120-0420-20-5
Cincinnzti OH 45241
CCF Gac Usage KWh Ekectric Usage
250 — 1,004,
200 500,
210, 600
1461 - 400
704 M‘T
o_t . o
o YA s ¢ N U
Calculations based on most regent 12 month filstory Caioutztions based on most meent 12 manth histery
Totat Usage 1,385 Total Usage 3804
Avarage Usage 118 Average Usage a7

QCT] NOV] DEC] JAN FE M

APR; MAY] JUng JLry AV SEP CCT

Gas 54 55 k1= a4 2 231
Eletric b 278 L 164 2¥ 289

173 123 ) 7 P & 67
247) 224 139 259 508 435 282




PUCO Case No. 15-298
OCC-POD-01-006 Attachment

Page 4 of 7

RESTORING SERVICE
H your service has been disc d you will be required
to satisty al of the following in onder to restore servica(sk
+ Pay the amount displayed o the Discannection
Natice lucatéd on your bilt or the past due amount of
any extended payment plan (ncluding PIPP Plus),
¥ paying 10 days or more after the disconnection bas
occumed, the entire past due amount must be pald.
» Pay a reconnection charge (if applicagle), Gas
$17.00; Electric $25.00; Both Services $38.00.
v Pay a security deposit {f applicable} see
“IMPORTANT? message box on the bili to
determine i a deposit will be requested.

DISPUTED BILLS

If you dispute the reason for disconnection piease

comact the Credit Department at the telephone number

listad below.

CONTACT INFORMATION

Credit Depariment

Aaitable:  7:00 aan, to 7:00 p.m. Mondsy-Friday
8:00 a.m. to 1:00 p.m. Saturday

Teiephone Numbers: 513-651-5100 or 800-648-7777

If you have & complaint (o regavd 1o this disconnection notice

that cannat he resolved after you have called Duke Enargy

or fir general utility company information, residential

and business customers Mmay contact the Public Utilities

Cavanission of Ohio for assistance at 800-686-7826 (wll

freg) or for TTY at 800-685-1570 {oll free) from 8:00 am.

0 5:00 p.m. weekdays, o1 21 Www.puco.ohio.gov.

Residential customers may also contact the Qhio
Cansumers' Cotrasel for agsistance with complaints and

utility issues at 877-742-5622 (toll free) from 8:00 a.m.

to 5:00 p.m. weekdays, or visit wenw.plckacs sy,

_4-

OHIO RESIDENTIAL
DISCONNECTION NOTICE

According to our Tecords your account is past dug, To
maintain your gas and/or electric setvicels), please pay
the amount stoted an the enclosed bill. Please see the
“SMPORTANT™ message hox tn the dody of the bl tor
the amount ta pay and the date payment ceeds to be
made to avoid discannection.

Or contact us hefore the dote noted 1n the message

b In the body of the bill to determine if you ave
eligitie tor other payment options.

AVOIDING DISCONNECTION
To avoid disconnaction it will be necessary 10 satisfy one
of the following options hy the dale noted on the bk
» Pay the amount noted on your enclosed bill isee
“IMPORTANT® message box in the body of the bill,
» Ray the required amount to set-up a payment plan
{applicable to quaiified customers only).
+ Provitle a Medical Certificate (see information on
Page 2).
To Jeam inore about haw to malntain your gas andjor
electrc servicels), plaase review the additional infarmation
in Whis nolice andjor confact aur Credit Department af
513.651-510Q or 800-648-7777,
Piease note: Fathuire 1o pay changes for products or senvices
may resuit in the loss of those products and/or sefvices,

Dk
“m:m%%w.

MAR-DOHRN 3

RESTORING SERVICE
¥ your service as been disconnected you will be required
tn satisty all of the following in onder to restore sevvice(sh
= Pay bie armount displayed an the Distornection
Hotice focated 6n your bilt or the past dus amount of
any extended payment plan Uncluding PIPF Plos).
if paying 10 days or more affer the disconnection has
pocurred, the entine past dus areunt must be paid.
* Pay a reconnection charge (if anplisable), Gas
$17.00; Etectric $25.00; Bath Services $33.00.
» Pay 2 secuiity oeposit B applicable) see
“MPORTANT" message box on he bill Te
daterming if a depesii will be requested.

DISPUTED BILLS

If you dispite the reasen for discannection please
contact the Greait Depariment al the telephone number
listed below.

CONTACT [NFORMATION

Credit Department

fomilatis;  F0D am. 1o 7:06 p.m. Manday-Friday
8:00 a.m. to 1:00 p.m, Saturday

Telephone Numbers: 513-651-5100 or BOU-648-7777

¥ you have 3 conmplaint in regard 1o this disconnection notice
{hat cannah be resolved affer you have calied Duke Engrgy

of for geniral utility company information, residential

and Business cusiomers may contact the Public Ulilities
Commission of Ohio for assistance at 800-686-7326 {ioll
frae) ar far TTY &t B00-686-1570 itoll free) from 8:00 a.m.
0. 5:00 pam, weekdays, or 2l wwiw.puceobic.gov.
Residential customers may also contact the Ohio
Consumers’ Counsal fos assistance with compiaints and
utility issues at B77-742-5622 (tofl free) from 8:00 a.m.
to 5:00 p.m. weekdays, of visit-www.plekogc.org,

COHIO RESIDENTIAL
DISCONNECTION NOTICE

According 1o our recurds your account is past due. T
maintain your gas andyor elechtiic yerdicels), please pay
the amount noted on the enclosed bill, Please see the
“IMPORTANTY massage bax .o the body of the bili for
the amaunt to pay and the date payment tesds 1o be
matie to avoid discannecton.

Or cantact us before the date noted in the message
Dot in the body of the bill to determing if you are
eligible for other payment options.

AVGIDING DISCONNECTION
Ta avoid disconnection it will be setessary 10 satisty one
of the fallawing oplions by the daie noted on the bk
« Pay the amount seted on your enclosad bitl {see
“IMPORTANT® mossage box in the body of the il
+ Pay the required amouat ta s2i-up a payment plan
{applicatle to qualified customers only),
+ Provide 2 Medical Certificate (see infarmaticn on
Page 2}
To learnt more about how to mainiain your gas andior
electric sepviceds), please review the additional information
in this notles andfor contact wir Credit Bepartment at
512-651-5200 or 800-648-7777,

Please note: Faflure o pay changes for products or services
may result in the loss of twse products amor services.

1 Duke
P Energy

MAR-DOH-W 1011
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EXTENDED PAYMENT PLANS
Residential customers may request ong of thi following
Extended Payment Plans:

* Percentags of income Fayment Plan {PIFP Pius) -
The income-based payment pian for income-gligibie,
residentlal customers served by regulated electric,
gas, and natural gas ulility companies.

QOne-Third Plan/Winter Heating Season Plan {(WHS)-
This plan is affered November 1 through Aprif 15,
This plan requires the customer to pay ane third of
the tota! account hatance each manth,

One-Sinth Plan - A plan that requires six equal
paymenis on the arrearages in addition to full
payment of the current bill,

One-Hirth Plan - A plan that requires nine equal
sonshly payments on the arrearages In addition 1o 2
budget payment plam. '

Separaticn of Sarvics - An zxiended payment plar To
aduin either gas o7 electic service as chosen by the
customer,

MEDICAL EMERGENCY
if disconnectian of your sesidential gas and/or electric
service would be especially dangerous to the health of g
person whao fives in your household, you may be ahle 1o
postpone discannection with 4 Medical Certitication,
A Medical Certification will prevent disconnection of service
for 30 days or restom service if the Medical Certification form
is received within 21 days from the darte of disconnectien ard
you errter info an Extended Payment Plan.
You may apply for 2 Medical Cartification by:

» Having a edical professioral call gur Credit

Department,

+ Requesting a Medicat Cedtification form be sent to
vour medical professional.

.

.

_2-

PAYMENT OPTIONS
Paymeals can be made by any of the following metheds:
~ Pay ty phone with electronic check or credit card
{(VISA and MasterCard). Pleass call 877-535-5068.
+ Pay at one of our Pay Stations, Please contact our
Credit Department [0 Jocate a Pay Station near you,
or visit our welbsite at www.duke-energy.com.
s Pay online 2l www.duke-gnergy.com,
= [t payinent is made at the ticne of the disconnection
visit 2 charge of $15.00 witi be assessed.

ENERGY ASSISTANCE
Resideqtial customens may contact United Way by calling
211 for energy assistance refersal information.

WINTER RULE

During the period of Qetoper 17, 2011 through April 13,
2012, residential customers can avold disconnection or
have gas antYor efecuic service mstared, on a one time
basis, by paying $175.00 and enmlling in an extended
payment plan. If your gas and/or electric service has been
disconnected, a seconnection change UF applicable} must
be paid in addition to the $175.00. A security deposit (if
applicable) will ba included on your next bil.

PP Plus customers using the Winter Rute may be
rgquired to pay 2 co-payment af up to $50.00 pes
sarvice.

Please nate: Funds from Energy Assistance Programs can
be applied oward the $175,00 Winter Rufe payment.

EXTENDED PAYMENT PLANS
Residentis) custorners may request one of he following
Extendad Payrneai Plans:

« Pescentage of income Payment Plan (PLPP Plus) -
The incoma-based payment plan for income-efigi
residential customnars served by regulated electric,
gas, and natwal gas utility companies,

One-Third Plan/Winter Heating Season Plan (WHS)-
This glan s offered November 1 thzough Aprit 15,
This plan fequires e customer fo pay one third of
fhe total account balance each menth.

One-Sixth Plan ~ A plan thal requires six equal
payments on \he arrearages in addition to fall
payrnent of the current bill,

Qae-Ninth Plan - A plan thal requites nine equa!
roanthly payments o the arrearages in additien tg 3
Buddet payment plan.

Sépacation of Service - An extended papnent plan
retain silner gas or electric service as chosen by the
customer.

MEDICAL EMERGENCY

If disconnection of your wesideatial gas andfar electric
service would be especially dangerous to the haakh of 2
peison who lives in your househald, you may be able to
postpone disconnaction with a Medical Certification.

A Medical Cortfication wilt prevent disconnection of sevice
for 30 days or restore service if the Medical Cestification form
Is rexelved within 21 days from the date of disconnection and
yats witter inte an Extended Payment Plan.
You may apply for a Medical Certification by:
» Haying a rngdical peofessional call owr Credit
Department.
* Requastiog 8 Medical Centification foam be sent to
your medical professianal,

-

.

.

2.

PAYMENT OPTIONS
Payents vah be made by any of the feliovanga melhods:
« Pay by phone with elecioni check ot gresh card
(VISA and MasterCard). Please call 877-596-5068.
« Fay al one of our Pay Stalions. Please conlagt owr
Credit Departmen| o Jocate a Pay Station near you,
o visil out wabs'te al www.duke-energy.com,
s Pay unline al wew.duke-energy.cons,
« I paymeat is made ai the tinwe of the disconnection
visit a charge of $15.00 will be assessed.

ENMERGY ASSISTANCE
Rasweabial customers may contact Umted Wey by caling
211 tor cnaigy assistance ieteral nlormation.

WINTER RULE

Dutlng the perioa of October 17, 2011 theough Apsil 13,
2012, residentis! custumers can aveid disconnaction of
v pas andlor glechic service restored, on a one time
tasis, by paying $175.00 and entolling in an extended
payment, plan. W your gas andiar gleciric service has been
discannected, a reconnection ¢harge (if applicavle) must
e paid in addition to the $175.00, A security deposil {it
anplicalie) wili be icloded on your next bill,

PIPP Plus customers using e Winter Ruie may be
cequired to pay a co-payaest of up to $50.00 per
service,

Please note: Funds featnt Energy Assistance Programs can
be applied toward the $175.00 Winter Rule payient.




Ry,

FINAL DISCONNECTION NOTICE

NOTICE DAYE: ldate)

{account number}
QOGOD02 01 AV 0.395 oAITD  TL 1 4390 ASQEA-237404 —CGI-1 .
gty by Byt pfepbyiged it gchSfRAz‘GTTCng ;
BCCUPANT OR

{customer name and {customer name

premise address) and premise

address}

‘Yo maintain your gas andior elecirts senvice{s). please pay the amount noted on the fast bill you received (see
“IWMPORTANT™ message bexinthe body of the b, of make satisfaciory payment amangemanis wilkin tsn
calendar days from the date indicated above. Tha required payment amourm wil increase after the biling date;
fiowever, the {ermination date wi! not be affected by receipt of any subsaquent bt

HDING D,
To aveld disconnecton i wil be necessary to satisfy ope or more of the foliowing options:
« Pay the entre past-due balance.
« Pay the past-tue amount of atty extended paymendt plan.
« Pay any pest-due Secwity Deposit. See “important” imessage box on your last bill to determing if a security
depos?t will be requested.
= Pay the required amount te setup an extended payment ptan {applicable to qualified customer only).
R BECONNEG OER -
During the tme peariod of Octobar 18, 2010 through Apri 15, 2011 residantal customers can avaid disconnection
ar have gas and/or electric senvica(s) restored, on & one-time basls, by paying $175.00 and envoliing inan
extended payment plan. i yow gas and/or electric setvice(s) has been diconnected, & recomiection charge must
be paid in addition to the $175.00. Reconnection charge, Gas $17.00; Electic $25.00; Both Services $38.00,

Please nota: Funds fram the Emergency Home Egergy Assistance Progrem (EHEAP) or other emergency

energy assistance programs can b appbied (oward the $175.00 payment.

PAYMENT QPTIONS
Faymants can he made by eny of the following methads:
+ Pay over tha phone by electronic chack at credit card (VISA & MasterCard}
Piease cal 1-877-596-5068,
+ Pay ata Pay Station. Vish weev duke-etiergy som of cositact aur Credit Denacdment to locate a P2y Station
NBAr Yo

CONTACTINFORMATION
Ft yau have any quesiiors shout your bill, or this disconnect natice, please camtact our Gredit Department at
513-651-5100 or 1-800-848-T777. Qur representatives are avajlable 7:00 a.m. to 7:00 p.m. Menday thraugh
Friday and Saturday 8:00 2.m. to 1:00 p.m.

I your complaint is ntot resolved after yau have cafied Duke Energy Qhlo, of far generat whfity information,
residential and business consumters Mmay contact the Public Utliies Cormmission of Olo for assistance at
1-H00-E86-7826 {toll free) of far TTY =t 1-800-586-1570 (toll free), from 8:90 a.m. to 5:00 pi. weekdays, or af
wwrw PLICO ahio gov.

Restdential customners may also contact the Ohio Consizners’ Counset (or assistance with complaists and utifty
igsues at 1-877-742-5622 (folf free) from 8:00 a_tn. to 5:00 p.m. weekdays, or at weew picace.org.

1i-) 380 W4T . - . : .
Mot impotiant Information about your strvice o the other side.

- 4330-01-00-0000002 ~000 L000KND2
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DISCONNECTION of SERVICE

Ohio Winter Notice

Wa regret that it was necessary ¢ disconnect your utility
service(s} because of the nonpayment of your account.

RESTORING SERVICE
if service has been disconnected for 10 business
days or fess
You can reconnect service(s) that has been
disconnected for norpayment by making & payment or
providing proof of payment of the following:

« The amaount stated on the disconnection notice

located on your bill, or
+ The past due amount of your extended payment
plan, and

« A reconnection fee {if applicable), and

« A security deposit (if applicable].
Service will be restored as soon as possible, but may
take up to 24 hours after payment and/or arrangements
are made.
H service has besen disconnected for more than 10
business days
Due to the length of time you were disconnected you
may be treated as a new custormer. You ¢an reconnect
service(s) that has been discontnected for nonpayment
by making a payment or providing proof of payment for
&l of the following:

+ The total past due amount

+ Reconnection fee (if applicable)

= Security depostt (if applicable)
Service will be restored as soon as possible, but may
take up to five days for gas and three days for electric
after payment and/or arrangements are made.
Duke Energy may assess a reconnection charge of $17.00
for gas services, $25.00 for electric services. If reconnection
is required for bath services the fee will be $38.00.

PAYMENT CPTIONS

« Other payment plans may be available, contact
Customer Services at 513-661-5100 or 800-848-
7777, (Monday through Friday 7:00 2a.m. to 7:00
p.m. and Saturday 8:00 a.m. o 1:.00 p.m.}

« o pay your bill by VISA, MasterCard, debit card or
check please call 877-596-5068.

= You may also pay at a pay station. Please call
Customer Service for a pay station near you, or
visit our website at www.duke-energy.com.

+ You may access and pay your bill osline at
www.duke-energy.com.

ENERGY ASSISTANCE

United Way Refarral Service
Calt 211

HeatShare
Administered by The Salvation Amy
513-762-5636

Emergency Home Energy Assistance Program
{EHEAP)
Contact lpcal Community Action Agency

. Home Energy Assistance Program (HEAP}

Contact your focal Community Action Agency or
The Ohio Department of Development at 800-282-0880

WINTER RULE

During the period of October 17, 2011 through Aprit 13,
2012, residential customers can avoid disconnection

or have gas andior electric service(s) restored, on a
one time basis, by paying $175.00 and enrolling in

an extended payment plan. If your gas and/or electric
service has been disconnected, a reconnestion charge
{if applicable) must be pajd in addition to the $175.00. A
security deposit {if applicable) wilt be inctuded on your
next bill.

Please note: Funds from Energy Assistance Programs
¢an be applied toward the $175.00 Winter Rule payment.

If you have questions or need further information
regarding this notice please contact Duke Energy’s
Customer Service department:

Customer Sarvice: 513-651-5100
or 800-648-7777 (toll free)
7:00 a.m. to 7:00 p.m. Monday-Friday
8:00 a.m. fo 1:00 p.m. Saturday

if you have a cornpiaint in regard to this disconnection notice
that cannot be resolved after you have called Duke Energy
or for general utility company information, residential

and business custorners may contact the Public Utilities
Commission of Ohio for assistance at 800-686-7826 {toll
free} or for TTY at BOO-886-1570 (iofl free) from 8:00 2.m. fo
5.00 p.m. weekdays, or at www.puco.ohio.gov.

Residential customers may also contact the Ohio Gon-
sumers' Counsel for assistance with compiaints and
utilify issues at §77-742-5622 (toll free) from 8:00 a.m. to
5:00 p.m. weekdays, or visit www.pickoce.org.

Page 7 of 7
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Duke Energy Ohio

Case No. 15-298-GE-CSS

OCC First Set Production of Documents
Date Received: June 22, 2015

OCC-POD-91-006 SUPPLEMENTAL

REQUEST:

Please provide copies of any disconnection notices that were provided to Estill Easterling T11,
Dorothy Easterling, and/or Estill Easterling IV at the Orchard Street address in 2010 and 2011.

RESPONSE:

See SUPPLEMENTAL ATTACHMENT OCC-POD-01-006 for the form notice that would have
been addressed to Duke Energy Ohio’s customer of record, Estill Basterling,

PERSON RESPONSIBLE:; Legal
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Pagel of2
Duke
kﬁne
FINAL DISCONNECTION NQOTICE
NOTICE DATE: (dat
(account \aate
OO00001 63 AV 0.340 »AUTQ  T1 O 5159 &E327-201307 ~601-]
i sbfppesefagfoppdibapedypagfopfSebetfoade fedbeity FOR SERVICE AT :
iiriefortppesfubsbufibySpafe b fdifhe OCCURANT OR
DOCURANT OR
(customer name (oustomer
and name .
and premise
To maintain your gas andfor slectric service(s), please pay (e amount no‘ed o the last bill you received (see
“MPORTANT" messags box in the body of the billy, or make safisfactory payment arangements within ten
cafendar days fram the date indicated above.
AVOIDING DISCONNECTION
To avoid disconnecton i will be necessary o satisfy one o mere of the fofiowing optinne:
« Pay the amount noted an your bill {See "impadant” message box in the body of the bifl).
- Pay the required amount to set-up an extended payment pian (applicable 1o qualified customer oyl R
< Provide a Medical Certifivate oo

VINTER RULE

Buring the 8me pericd of October 17, 2011 thrr:ug T Aord 13, 202 residentie! cusic
or have gas and/or aleckic service!; ) restored, o g one—ﬁmc baisls, by pg,:mr q
exianded peyment plan, if your gas andfor sleotrie service(s) has besn diseonned
be paid in addifion fo the §178.00, Reconnzetics charges: Gas £17.00; Rlectic a;;

o

K

o e

Picase note: Funds from the Emergancy Home Energy Assislance Frogrmm (EREAF] o clirr e ye;é;,—:nc\.f
energy assistance programs g ke applifed foward tfie $775.00 nevment,

PAYMENT OPTIONS
Pavments ¢an be made by any ¢i the iolisy
- Pay over the phone by electronic check
Please call 1-877-586-5068.
< Fay et & Pay Station. Visih wwidulissneioyvoom of comedt ow Cred [leparment in tonzie 2 Fov Steion
NEAT youL Y
« Pay online at vy dike-eneigy com

g ragthods: .
ol piedh card DAGA & Rleeter(Ge et

=

CONTACT INFORIZATION

If vou heve any questions about vous Bil, ot this
513-651-2100 of 1-800-648-T777, Qur represent
Fridey and Seturdsy 800 am o HL0 .

i yaa have & COTT?"‘&’“: i regard ';c i“’: éf*:JLﬂ Jertion

Ju ﬁ&a Conmiz
fom &3l gon 'L’

0 0 D A O S e



ENERGY ASSISTANCE:

United Way Referral Service
Call 211

HeatShare - Administrated by
The Salvation Anmy
513-762-5636

PUCO Case Ne. 15-208
OCC-POD-01-006 Supplemental Attachment
Page2 of 2

Emergency Home Energy Assistance Program
(EHEAPR)
Contaet focal Community Action™Agency

Home Energy Assistance Program (HEAP}
Contact iocal Community Action Agency or
The Chio Department of Development at
1-800-282-D830
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CONFIDENTIAL

CHAPTER I: EXECUTIVE SUMMARY

This chapter summarizes the results of our utility audits. It also provides a discussion of
selected PUCO regulations and recommendations for future utility performance reporting to
assist the PUCO staff in monitoring the utilities’ credit and collections activities and
performance.  Subsequent chapters provide the detailed audit results and are organized
functionally. Conclusions and recommendations are summarized in this Chapter by wtility to
facilitate implementation.

A.Background and Environment
Audit Background

By entry dated August 19, 2009, the Public Utilities Commission of Ohio (PUCO or
Commission) ordered a review of the credit and collection policies and practices of Columbia
Gas of Ohio, Inc. (CGO), the East Ohio Gas Company d/b/a Dominion East Ohio (DEQ), Duke
Energy of Ohio (Duke), and Vectren Enerpy Delivery of Ohio (VEDO), collectively “the
Companies™. The purpose of the review was to: audit, evaluate, and recommend improvements
in the collection policies, practices, and performance of the gas companies; evaluate whether the
four companies' collection practices and policies are effective in minimizing uncollectible
expense (uncollectibles); ascertain benchmarks to be used by the Commission to monitor the
effectiveness of the Ohio natural gas companies’ collection policies, practices and performance;
and recommend "best practices” to be employed to minimize uncollectible expense.

NorthStar Consulting Group (NorthStar) was selected to perform the audit which began in
November 2009. Fieldwork was completed in February 2010 and the report was submitted in
May 2010. As part of the audit, NorthStar reviewed the credit and collections activities at each
utility. Orientation presentations by each utility were held at the PUCO offices. NorthStar
issued and reviewed numerous document requests and conducted a series of interviews at each
utility. Obtaining data and analyses regarding the effectiveness of the credit and collections
practices proved to be somewhat challenging at certain of the ufilities due to the age and
limitations of the billing systems. Utility practices were reviewed against PUCO regulations and
NorthStar’s preferred credit and collections practices, as described throughout the report.

Current Utility Collections Environment

Uncollectibles represent a challenge for the natural gas industry and are affected by a number
of factors including state regulations, utility collections practices, economic conditions,
geographic location, service territory, customer demographics, and the volatility of natural gas
prices. Recently, utilities across the US have experienced a significant change in customer
payment behavior commensurate with the decline in the economy — delinquencies, bankruptcies
and receiverships have increased, the numbers of customers on assistance programs have
increased, and although gas prices have declined, bad debt and write-offs have increased.
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During 2009, increases in production and utilization of shale deposits caused an
overabundance of natural gas and a condition referred to as the “storage overhang”, with natural
gas production having increased almost eleven percent since 2007. Currently, US natural gas
storage fields are filled to capacity with a record volume of 3.9 trillion cubic feet. The
overzbundance of natural gas caused the wellhead price to decline over fifty percent from 2008
to 2009, as shown in Exhibit I-1.

Exhibit 1-1
Gas Welthead Prices

olad P
Source: http://tonto.ciadoe, govfdnav!ng!ng _prn sum_deu nus a}ttm

Absent the reduction in gas prices, bad debt doliar levels would have worsened. Even with
the reduction in natural gas prices, utilities have had to respond with new programs and increased
collections efforts.

Ohio Environment

Statewide unemployment in Ohio more than doubled between 2005 and 2009, from 4.8
percent to 10.9 percent. From mid-2008 to mid-2009, Ohio incurred s significant statewide loss
of available jobs. During that period, Ohio lost 80,000 jobs, representing the smgle biggest
decline in available history. Ohio ranked seventh in the US in terms of unemployment.! As an
example of the effect of the declining economy on Ohio, in 2007, CGO experienced $10.1
million in losses due to bankiuptcies. In 2008, the number jumged to $17.4 million and by
Sepiember 2009, bankrupicies had already reached $19 million.” From 2005 to 2008, the
number of CGO customers on the Percentage of Income Payment Plan (PIPP) program for low-
income consumers increased from 60,715 to 89,077.> DEO experienced an increase in the PIPP
arrearage as a percent of billings from 34 percent to 43 percent from 2008 to 2009, as PIPP
customers reached ten percent of its total customer count.

During difficult economic conditions, customers typically conserve to reduce household
costs; however, customers are also less able to pay their bills. Additionally, Ohio has
experienced colder than normal winters. According to AccuWeather.com, the 2009-2010 Plains
East winter was projected to be the coldest winter since 1983-1984. For Columbus, Ohio,
normal winter weather would incur 4,047 heating degree days (HDD). The 2008-2009 winter
incurred 4,073 HDD and the 2009-2010 winter incurred 4,090 HDD.

Bad Debt Expense

NorthStar conducted a survey of the credit and collection experiences for selected utilities in
Indiana, Michigan, Pennsylvania, Illinois, Tennessee, and Kentucky to obtain current bad debt
write-off levels. Many of the utilities contacted were reluctant to provide data due to concerns

' DEO Ohio Economic Qutlook
2 Document Response (-6,
* January 15, 2009, CGO PIPP Rider Adjustment Application.
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regarding confidentiality. For the utilities where data was obtained, care must be taken with the
use of survey results as it is not possible to ensure that the information was provided on a
consistent basis. In addition to the survey, NorthStar reviewed FERC Form 2 data, American
Gas Association (AGA) benchmarking studies, and selected utility annual reports. The most
current data available is from 2008, as the FERC Form 2 data for 2009 is not yet available on the
FERC website, and AGA’s annual survey is based on that data. Some wtilities provide
uncollectible expenses on their balance sheets; however, other utilities recover uncollectibles
through rider mechanisms similar to those in place in Ohio and do not specify the amount of
uncollectible expense in their annual reports. Additionally, NorthStar reviewed summary data
for Pennsylvania utilities available from by the Pennsylvania Public Utilities Commission
(PAPUC)

Gas utilities typically have higher uncollectibles on a percentage basis than cleciric utilities,
For example, in 2008 the Pennsylvania electric companies report an average net residential
write-off ratio of 1.33 percent relative to an average net write-off ratio of 3.14 percent for the gas
utilities. According AGA’s annual survey, total natural gas uncollectible expenses increased
about 24 percent in 2008, from 1.32 percent to 1.50 percent of total gas revenues. As shown in
Exhibit I-2, the numbers for gas-only utilities are worse than combination utilities.
Uncollectible expenses were highest in the East North Central Region which encompasses
Illinois, Michigan, Wisconsin, Indiana and Ohio - 3.11 percent for gas-only utilities in 2008.

Exhibit I-2
Uncollectible Expense ~ 2007 and 2008
AGA Survey

All Utilities
Combination Utilities
Gas Only Utilities
Source; AGA, based on data from 142 companies (38 states). While combination utilities are included, the
data are from gas operations only. AGA data is taken from FERC Form 2s and results of the annual survey
are not available until October.

Bad debt expense ratios for the utilities surveyed ranged from 0.3 to 5.9 percent of revenue
(2008 and 2009 data). This information includes electric and combination utilities which drives
the average ratio down. The Penngylvania utility data provides a more comparable basis for
comparison to the Ohio gas utilities,
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Exhibit I-3
Uncollectibles as a Percent of Revenue
2008 and 2009
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Note: 2008 and 2009 dats taken from different sources. 2008 data is the net residential write-off as a
percentage of gross residential billings for the Pennsylvania gas utilities, taken from the PA PUC
website. 2009 data is taken from various sources and may include consolidated results (muitiple
states) and inclode non-residential numbers. Inclusion of non-residential numbers will result in a

jower percentage.

Consistent with the industry, the Ohio utilities’ bad debt numbers have also increased as
shown in Exhibit I-4, which provides bad debt as a percent of billings. Billings were used for
this comparison to reflect' Qhio regulations. The Ohio utilities are at risk for the bad debt
associated with customers who receive gas under the CHOICE program. The utilities bill the
customer for the gas, but do not receive the revenues associated with the third-party supplier. As
a result, a comparison based on revenues will be skewed depending on the percentage of each

utility’s customers that take gas from third-party suppliers.
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Exhibit 14
Residential Bad Debt as a Percent of Billings
Ohio Utilities
($ Millions)

BadDethxpense (toml mcl IPP write-offs} 58.5
Customer Billings (total) 1,979.8

Percent 3.0%
Perccnt w!thnut PIPP 'Bad debt expenss 1 2%
¥ Sl g u: it

"B Dbt Expenss ioal)
Customer Billings (total) \

Bad Debt Exm (:otan

Customer Billings (total)
Percellt

Bad Debi B toal)

[ Customer Billings (total)
Percent 1.3% 1.2% 2.5%

Notel: DEO does not report any PIPP bad debt expense.
Note 2: VEDO 2009 data through November only,
Source: Bad Debt Request_COH.xls, DR-EOG-4-1, Vectren binder, Duke Verification Response,

B. Summary of Ohio Utility Best Practices

The following highlights the best practices employed by the various utilities:

Duke and VEDO’s collections timelines are not adversely affected by the billing cycle.
In contrast, CGO and DEO’s termination orders expire with a new bill - this presents
unnecessary resource and collections challenges, and increases the opportunities for
customers 1o avoid terminations with limited or no payments.

CGO and VEDQ have recently implemented & number of collections initiatives and have
a culture that focuses on accounts receivable and reducing bad debt dollars.

All utilities verify customer identity before initiating service.

CGO has a “true™ risk-based behavioral scoring model nsed to determine collections
activities. Some of the other utilities use thresholds and scoring to prioritize accounts.

CGO, DEQ and VEDO respond to delinquencies and initiate collections activities in a
relatively timely manner.

CGO, DEO and VEDO use outbound dialing for some customer segments. Used
effectively, phone calls represent a relatively low-cost method of issuing collections
reminders.
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¢ DEO has a robust customer system which allows it to perform sophisticated collections
analytics and test new collections initiatives against a baseline.

s« VEDO’s contract with its field collection agency provides for payment based on
gollections performance.

¢ CGO and Duke provide consistent signals to their customers. The thresholds for
termination potices and field terminations are the same. In contrast, DEQ and VEDO
have a gap where low past due balance customers are sent termination notices, but will
never be scheduled for actual terminations.

o Duke and DEO have aggressive programs for requiring deposiis from customers who are
delinquent but have not been terminated.

= Most of the utilities atternpt to obtain full payment before offering payment options.
s Duke has adequate resource to perform scheduled terminations.

s PDuke and VEDO use a $100 threshold for terminations. CGO’s varies based on customer
risk and ranges from $100 to $200. DEO uses a $250 threshold,

o Duke established a credit counseling program to assist customers facing financial
difficulties.

s CGO, Duke and VEDO use a tiered-approach for managing outside collection agencies
(OCAs) — different agencies are used at various stages in the life of an account. CGO,
DEO and Duke use more than one OCA at a specific account stage.

The following sections summarize the conclusions and recommendation for each of the
utilities and provide an estimate of the cost and ease of implementation. NorthStar has assigned a
priority ranking of “A”, “B”, and “C” to each recommendation based on our judgment of their
importance for Ohio ratepayers. “A” represents those itemns that are most critical and should be
implemented in the ncar term (next six months). “B” represents those items that will result in
performance improvements but would have a less immediate effect. “C” represents those items that
should be implemented to improve processes or procedures, but may not have a significant effect on
performance.

NorthStar has classified the level of effort required as either “nominal”, moderate,” or
“significant” based on our judgment of the effort that would likely be required to implement the
recommendations. The incremental cost is classified as “nominal”, “moderate,” or “significant” once
again, based on our judgment of the incremental dollars that might be needed to achieve the
recommendation. The “nominal” is for those items that should be achievable within normal business
operations with no outside resources required. The “moderate™ category is for those
recommendations that would require a re-assignment of existing internal resources, but should be
achievable with cwrrent staffing or some systems modifications, The “significant” category is for
those items that may or likely would require ouiside costs or capital investment.

EXECUTIVE SUMMARY 6 ‘ NORTHSTAR



CONFIDENTIAL

C.CGO Summary of Conclusions and Recommendations

Strategy and Organization

1.

4!

6!

CGO has a clearly articulated credit and collections strategy: to maximize collections of
delinquent reccivables while minimizing administrative and field costs associated with
collections activities.

CGO’s collections process has undergone a number of significant changes since 2005,
resulting in the implementation of key initiatives.

In addition to the process/efficiency changes, CGO has implemented a number of targeted
collections initiatives to reduce bad debt and improve performance.

With the exception of the expiration of termination orders when a new bill is |ssued CGO’s
collections timeline is reasonable.

While CGO uses a reasonable behavioral scoring process to determine the collections path
for each customer; it has not validated the thresholds which may be too high.

CGO resets the collections timeline with the issuance of a mew bill, which affects its
collections performance and prevents it from optimizing its collections activities, particularly
during the winter period.

Deposits

7.

CGO uses an appropriate process to venfy customer identity and detenmne security deposit
requirements far new service requests.

Security deposits are collected on about forty percent of accounts tumed on (either new
service or non-pay disconnect reconnects).

Although allowed by regulation, CGO does not require deposits of delinquent, non-
terminated customers (residential or commercial).

10. CGO appropriately requires deposits from residential customers and commercial customers

that it has disconnected for non-payment.

11. €GO holds, applies, and returns deposits as specified by Commission regulations.

Terminations and Payment Arrangements

12. CGO field collectors and service techs ultimately work a small percentage of the accounts to

whom it sends termination notices (about twenty-five percent). A large portion of customers
pay an adequate portion of the delinquent balance or enter into a payment arrangement to
avoid disconnection.
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13. CGO appropriately measures the performance of its field collectors, who successfully
complete about 60 percent of scheduled trips.

14. CGO is not able to terminate all eligible or scheduled customers for tenmination for non-
payment due to workload, lack of resources and the fact that the life of a disconnect order
ends when a new bill is issued.

15. As a result of CGO's behavioral scoring parameters, PIPP customers may be delinquent for a
number of months before termination.

16. CGO appropriately attempts to collect the full payment before offering the customers
extended payment options.

17. CGO calls delinquent customers who have received termination notices to attempt to obtain
payment or enroll the customer in an extended payment plan prior to terminating service,

18. The majority of CGO’s customers are not on an extended payment plan (not including budget
billing).

19. CGO may not sign customers up for an extended payment plan when the customer uses the
Winter Reconnection Order (WRO) to reconnect service or avoid termination.

20. Depending on the timing of the request, it is possible for a CGO customer to delay the
termination process for two months with each medical certificate, instead of the 30 days
allowed by rule.

21, Itis possiblé for a CGO customer to delay the termination process for a month by scheduling
a PIPP appointment with-a Community Action Agency (CAA).

22. Since CGO does not drop customers from PIPP eligibility until it receives the drop file from
the Ohio Department of Development (ODOD), customers that are no longer income-eligible
may remain on PIPP for an extended period of time.

Recovery Activities

23. Although CGO has implemented an early-out program to encourage customers to pay a final
bilt before it affects their credit report, accounts are not transferred to the early-out collection
agency until 33 days after the final bill is issued.

24. CGO uses a tiered-approach and multiple OCAs to ensure competition and appropriate
attention to the accounts.

25. CGO appropriately monitors and measures the performance of its OCAs, and the OCAs are
compensated based on their performance.,

Meter Reading, Billing and Payments

26. CGO has appropriate processes to ensure meters and reads are accurate.

EXECUTIVE SUMMARY I-8 ' NORTHSTAR



CONFIDENTIAL

27. Less than one percent of the CGO meters had not had an actual read within the last twelve

months as required by the OAC.

28. CGO uses an industry standard system of checks to ensure the accuracy of customer bills,

and bills are rendered timely.

29. CGO offers its customers an appropriate array of payment options.

Recommendations

1. Develop the necessary mfom)atlon end validate the behawura‘l
scoring model. When validating, ensure the scoring parameters and
the termination notice dollar thresholds are not in conflict,

determine whether the madel is accurate, that scoring ranges are

appropriate, and that threshold levels are optimal.

Moderate

2. Evaluste modification of the collections timeline so that non-pay
disconnect arders do not expire when a new bill is jssued. This
ghould also help prevent customers using medical certificates and
PIPP appoinunnnts from delaying collections activities for multiple

3. Evaluate the cost-effeawmess of the system madlﬁcataon's
necessary to charge deposits for delinquent, nonsterminated
resldcntial and commercial) as allowed by the OAC.

et s et S ‘z..lv,. X % [ B

expire with the issuance of a pew bill. (See also Recommendation
2)

4 Evaluate modification of practices 5o at termxnauon orders donot |

Moderate

Moderate

Moderate |

Moderate

5. Correct the WRO data provided to the PUCO staff, and ensure that Minimal Minimel
all customers using the WRQ are placed on a payment plan.
6. Remove PIPP customers from the program jn a timely manner if the Minimal Minimel

customer Tails 1o re-verify his income,

7. Transfer amums to the early-out a_gengy more promply.

8, Complete the OCA review., Multiple agencies should be used to Mirimal Minimal
ensure competition and maximize perforrnance. The review should
also consider the optimal timing of transfers to the secondary OCA. :

9. Encourage competition among the OCAs through an appropriate Minimal Minimal

perfortnentice monitoring/reward system.

D.DEQ Summary of Conclusions and Recommendations

Strategy and Organization

. DEQ’s credit and collections organization structure is generally appropriate.

2. DEO does not have an effective collections strategy to guide its collections efforts.
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3. DEQ’s collection efforts are hampered by its “resetting” of the termination clock each time &
customer is billed.

4. DEQ’s collection process limits the number of customers that it terminates.

5. While DEO uses an intemal behavioral scoring system, its, thresholds should be reviewed
and validated.

6. DEO’s decision to file infrequent changes 1o its PIPP Rider rates has masked the effects of
changing economic conditions, increased gas costs and collection practices on PIPP cost
recovery, leading to large increases in PIPP Rider rates.

Deposits

7. DEQ has appropriate systems to verify the identity of individuals and businesses desiring to
initiate service and to ensure that any past due balances are linked to new accounts.

8. While DEQ does not currently perform credit scoring, it is in the process of adding a credit
sconng system,

9. DEO has an appropriate process for assessing security deposits for delinquent customers.
10. DEO holds, applies and returns deposits as specified by PUCO regulations.
Terminations and Payment Arrangements

11. DEO’s $250 threshold for active terminations is high and unduly delays termination activity
for customers with past due balances.

12. DEO sends tennination notices to customers it knows it will not terminate, thereby creating
the potential that customers learn they will not likely be terminated if they have received a
notice, .

13, The termination goals that DEO has &stablish.ed are arbitrary, not particularly aggressive, and
do not relate to the number of accounts eligible for termination.

14, Only about fifty percent of accounts that are scheduled for termination are successfully
completed, and ase either terminated or paid day of.

15. DEO has more success with disconnections of outside meters than with inside meters, and
has a particular problem with disconnecting multi-manifold meters located inside the service
premises. ‘

16. DEO PIPP customers are not treated less stringently than non-PIPP customers relative to
disconnect notices and terminations.

17. Depending on the timing of the request, it is possible for a DEO customer to delay the
termination process for two months with each medical certificate or by scheduling a PIPP
appointment with a Community Action Agency (CAA).
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18. While DEO makes some outbound calls to attempt to obtain payment prior to termination, it
has not reviewed the success of the calls relative to behavioral scores or internal credit
ratings, nor has it experimented with making courtesy calls to customers with lower scores to
see if those accounts could be encouraged to pay without an actual disconnect order being
placed.

19. DEO offers each of the extended payment plans called for by regulations, and the plans are
offered on & consistent basis to all customers,

20. DEO does not take all opportunities to obtain full payment from delinquent customers prior
to offering extended payment plans.

21, DEO automatically enrolls customers in the current plus one-sixth payment plan when they
invoke the WRO,

22. DEO has developed creative programs to encourage customers to pay their arrearages.
Recovery Activities

23. Although DEO promptly transfers high balance final accounts to an OCA (five days afier the
final bill), it is not otherwise aggressive in pursuing recovery, and its fee structure is counter
to standard practice.

24. DEOQ is not aggressive at managing its existing OCAs.

25, DEQ’s practice of executing charge-offs once a year does not appear to have either a positive
or negative impact on the UEX rider or the collections effort.

Meter keading, Billing and Payments
26. DEO has appropriate systems in place to ensure accurate and timely meter reading.

27. The meter reading and billing processes are part of Sarbanes-Oxley compliance audits and
are audited on an annual basis by DEO’s internal audit group. DEO has appropriate
mechanisms in place to ensure that all meters have an actual read at least once every twelve
months, as required by the OAC.

28. DEO has appropriate mechanisms ¢mbedded in its meter reading and billing systems to
identify and evaluate high/low, negative use, and zero reads.

29. DEO offers its customers an appropriate range of payment opfions.
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Recommendations

strategy that places more emphasis on getting to customers
sooner and maximizing rapid recovery of arrearages.

Develop an effecuw, ﬁnanclally-dnvencred:t and collectxons

2. Tie performance evaluations for internal credit and collections B Minimal Minimal
staff to achieving financial recovery targets (i.e., collections
petrformance),

3. Modify processes to allow collections activities to continue after A Significant Minimal
a new biil is issued.*

4, File for annual PIPP Rider rate adjustments to mitigate the size B Minimal Minimal

andOrderm Case No. 09-201 1-GA

of future rate increases as required by the Commission’s Finding

Evaluate optlons to mcrcase the number of temunahon orders
wotked by increasing the number of field service representatives
assigned to termination activity, or retaining outside contractors,
and implement most cost-effective option.

7. Establish termination goals based on the number of accounts B Minimal Minimal
eligible for termination, rather than at arbitrary levels based on | (follows
prior year activity. increaged
resources
for
terminations
8. Lower the threshold for actual termination activity from its B Moderate Minimel
current $250, possibly setting thresholds in accordance with | (follows
behavior scores or credit ratings. increased
1€SOUrces)
9, Provide better linkage betwesn issuance of termination notices B Moderate Moderate
on bills to actual termination activities, thereby resetting
customers’ expeciations that a termination notice means you
will bave service disconnected,
10. Develop a link between collector performance in the field (e.p., C Significant Moderaie
termination accounts worked) and compensation,
11. Develop & more automatic process i link muiti-manifold meter B Moderate Moderate
accounts that have past due balances 10 maximize the ability to
disconnect them,
12. Evaluate the effectiveness of the existing courtesy call program B Moderate Moderute

and explore placing courtesy calls to customers with lower
behavioral scores to increase the number of customers who
either pay or are placed on a payment plan before sending
termination orders to the field,

! Work already underway to implement this recommendation
5 Work already underway to implement this recommendation
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13. Evaluate through 2 champ:onfcballcnger test, mcreased ocus B ‘Minimal Minimal
by CSRs on first offering customers short-term extensions to {after
pay their full bill before being told about extended payment | timeline
plans, modified so
bills don't

14 Begm using a secondary OCA for accounts past the initial

B Minimal
priteary recovery period.
15, Eliminate the practice of paying a reduced OCA commission on A Minimal Minimal
older accounts.
16. Institute a performance monitoting system for the OCAs with C Minimal Minimal

monthly of annual rewards for the top performing OCA,

E. Duke Summary of Conclusions and Recommendations

Strategy and Organization

I. Duke’s organizational structure balances cost efficiencies and synergies with localized
control.

2. While Duke’s stated sirategy is to minimize write-offs by ensuring adequate security deposits
and taking timely follow-up action on delinquent active and inactive accounts, it does not
address account delinquencies in a timely manner.

3. Duke uses a complex process to determine credit status; however. resulting differences in the
notification process are minimal.

Deposiis
4. Duke verifies customer identity and checks for past due balances when initiating service.

5. While Duke has a formal process for determining credit worthiness, its threshold for credit
worthiness may not be appropriate.

6. Duke has an aggressive policy for pursuing deposits.

7. Despite the existence of procedures designed to check for past due balances, a number of
Duke customers with outstanding balances have been allowed to establish new service

without paying past arrearages.

8. Duke’s policies regarding screening and the collection and refund of customer deposits
follow regulatory guidelines.
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Terminations and Payment Arrangements

9. Duke provides customer with proper disconnect notices, and more than ample opportunity to
avoid disconnection.

10. Non-pay disconnects (DNPs) are scheduled and performed by a dedicated internal workforce,
and disconnections are not generally limited by manpower or scheduling conflicts.

11. DNP work is scheduled based on customer dollars outstanding.

12. In 2009, Duke disconnected fifty-seven percent of its eligible accounts, compared to a target
of 60 percent.

13. The majority of Duke’s delinquent customers pay all or a portion their bills or enter into
payment arrangements during the termination notification process. A small portion of
delinquencies are ultimately scheduled for termination.

14. Duke appropriately attempts to collect the full payment before offering customers extended
payment options.

15, In the 2008-2009 winter season, seventy-four percent of Duke customers using the WRO o
avoid termination or reconnect service and who were not already on a payment plan were
subsequently placed on a payment plan.

16. Depending on the timing of the request, it is possible for a Duke customer to delay the
disconnection process for an additional thirty days with each medical certificate.

17. It is also possible for a Duke customer to delay the disconnection process for ten days if they
are a new PIPP customer in order to allow a CAA time to gather the information necessary to
set up the PIPP.

Recovery Activities

18. Duke’s recovery activities reduce the uncollectible debt rider. Duke quickly assigns the
account to a pre-collection agency thereby maximizing opportunity for recovery (recovery
opportunity diminishes with time). Accounts are assigned fourteen days afier the final bill is
issued,

19. Duke’s addition of OCAs in 2010 could increase competition and potentially improve
performance. In 2010, Duke added an additional OCA at each of the primary, secondary and
tertiary levels of collection.

Meter Reading, Billing and Payments
20. Duke has appropriate processes to ensure meters and reads are accurate.

21. Less than one percent of Duke’s meters have not had an actual read within the last t;vclve
months as required by the OAC.
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22. While Duke has an industry standard system of checks and balances to ensure that customer
bills are accurate and are rendered in a timely manner, the PUCOQ staff has identified some
deficiencies in Duke’s processes for monitoring and responding to potentially defective -
meters.

23. Duke offers its customers an appropriate array of payment options for both their gas and
electric customers.

Recommendations

Pcrform a.n aualys:s to demrmme if the risk mode] score threshold

used to determing residential deposit is appropriate,

¢« At a minimum, Duke should stratify its residential bad debt
accounts based on a range of scores.

¢ There should also be an overall stralegy as to why the score is set
at & certain level and what benefits would be expected from
changing the score (i.e., raising the score to “x” will reduce bad
debt by “y” percent

3. Rigorously examine the initial screening process to determine where A Moderats Minimal
weaknesses exist that allows customers to receive new service
without clearing previous balances,
* As g result of efforts already underway Duke has identified a .

sample set of customers who have continued to receive service
when Duke should have been required them to clear arrearages.
¢ Using this sample as a starting point, Duke should identify
specific improvement opportunities, put procedures in place to
achieve those opportunities and develop and track metrics 10
ensure they are achicved.

Increase the aggressiveness of the discormection program.

e Duke Chio should at a minimum strive to achieve the Midwest
overall performance.

¢ A study should be undertaken io determine exactly why Qhio
disconmects lag Duke’s other siates and determine appropriate

steps to improve performance. These could include:

= Increased manpower (including seasonal contractor use)

- More aggressive pre-collection activities

- More aggressive collechons timeline

3 ax: . blem inside meters

) it T SRR

5. Encourage competmon among the OCAs at each collections stage

through an appropriate performance and reward monitoting system.

Minimal

EXECUTIVE SUMMARY I-15 &ﬁonmSTm



CONFIDENTIAL

F. VEDO Summary of Conclusions and Recommendations

Strategy and Organization

L.

VEDO effectivaly utilizes its three organizations and its customer information system to
perform its customer collection activities,

Over the past two years, VEDO has implemented a number of initiatives to reduce net write-
offs.

VEDO has negotiated an innovative contract with its field collections contractor, which is
compensated based solely on how many DNPs are completed or dollars are collected and
how many assigned door tags are delivered.

While VEDO's collections timeline is reasonable, it has a three-day lag between issuing the
ten-day notification and the time it begins terminations, which could be eliminated.

Deposits

S.

6‘

7.

8.

VEDCO has appropriate systems to verify the identity of individuals and businesses requesting

- service and ensure that any past due balances are linked to new accounts,

VEDO has established process for determining new customer creditworthiness in accordance
with PUCO regulations.

VEDQ does not utilize mid-siream deposits to minimize risk.

VEDQ holds, applies, and returng deposits as specified by PUCO regulations

Terminations and Payment Arrangements

2.

VEDQO’s disconnect timelines are generally reasonable.

10. While VEDO has a low disconnect threshold, termination notices and disconnect scheduling

do not have the same thresholds.

11. While VEDO manages its field collection activities through the use of dedicated contract

services, it only completed forty-one percent of its scheduled disconnects in 2009.

12. VEDO places courtesy calls to delinquent customers to attempt to obtain payment prior to

terminating service.

13. VEDO offers each of the extended payment plans called for by regulations, and the plans are

offered on a consistent basis to all customers.

14, VEDO appropriately communicates with customers on available payment options,
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15. VEDO attempts to obtain full payment from delinquent customers prior to offering extended
payment plans.

16. VEDO requires customners to agree to payment teyms or a payment plan when they invoke the
WRO option.

17. VEDO tracks enrollments and expirations of medical certificate and PIPP plans.
Recovery Activities

18. While VEDO’s primary collection agency reduces the uncollectible debt rider, the use of
only one primary OCA does not promote competition. VEDO appropriately added a
secondary OCA in November 2009,

Meter Reading, Billing and Payments
19. VEDQ has appropriate processes to ensure meters and reads are accurate.

20 VEDO uses an industry standard system of checks to ensure the accuracy of customer bills,
and bills are rendered timely.

21. VEDO effectively minimizes the number of meters with multiple months of estimated reads.

22. VEDQ offers its customers an appropriete array of payment options.

Recommendations

Evaluate the oost-etfcctweness of z assessing mid-stream depos:ts for B Moderate Moderate

residential customers that have received two or more disconnect
notices within the past twelve months and commercial customers
that have received a di

3. Evalusle changing the disconnect threshold to $100 to] C | Minimal Minimat

coincide to with the threshold for actual disconnects. Determine

effect on payments.
4. Increase termination ance, A Moderate Moderate
5. Consider adding 'a second, primary OCA,‘ . anclir Aencourage ' B Moderate Minima]

competition among the OCAs at each collections stage through an
appropriate performance and reward monitoring system,
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G. Summafy of Regulatory Recommendations

The following summarizes NorthStar’s recommendations related to specific regulatory
programs (i.e., PIPP and moratoriums). Additional discussion is provided in Chapter VIII. Our
review focused on those regulations which have the greatest effect on the utilities’ collection
activities and was not intended to be an exhaustive assessment.

In gencral, NorthStar is hesitant to recommend specific credit and collections targets.
NorthStar’s survey found that most states have not implemented targets, and bad debt expense is
driven by a significant number of outside faciors. Although the utilitics’ practices are a
significant driver of collections performance, bad debt expense can fluctuate based on gas prices,
weather, and changes in economic conditions. The substantial effect of changing economic
conditions can currently be seen in the recent increase in bad debt expenses experienced by
utilities across the US. For this same reason, utilities in the same state may experience different
results based on the demographics of the customer base,

NorthStar recommends additional reporting requirements to assist the PUCO staff in
monitoring as opposed to a specific bad debt target. Currently a range of 1.5 to 2.5 percent for
non-PIPF bad debt expense (depending on the service territory) would represent a reasonable
target; however, as the economy improves or gas prices increase, this range may not longer be
appropriate. For those interested in alternative bad debt recovery mechanisms, NorthStar directs
the reader to the discussion of the Michigan approach (Chapter VIII) which provides a target
range and associate penalties and sharing mechanisms for bad debt recovery, NorthStar does not
recommend PIPP balances be included in any bad debt targets.

Recommendation Summary

1. Require the utilities to file quarterly or annual reports providing information on their
collections activities and effectiveness to assist the PUCO staff in monitoring performance.
Work with the utilities to develop consistent definitions and a reportmg framework.
Suggested metrics could include:

» Financial: Non-PIPP residential bad debt as a percent of Non-PIPP 1ecsidential billings
(gross and net of recoveries), total bad debt as a percent of total billings (gross and net),
delinquency aging, net write-offs and recoveries, and PIPP arrearages.

¢ Economic: Numbers of bankruptcies, numbers of PIPF customers, and numbers of
delinquent customers,

o Effectiveness:
- Deposits: numbers of accounts eligible for deposits and number of deposits collected.
- Termination Notices: Number of bills sent, number of delinquent accounts, number

of accounts eligible for termination notices, number of termination notices sent, and
number of customers eligible for termination following notification.
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- Payment Arrangements: numbers of payment arrangemenis made and broken by
type.

- Field Collections: Number of accounts ¢ligible, number scheduled, number worked,
number terminated, and number collected.

2. Requirc annual PIPP filings and adjustments to the rates if the rates increase or decrease
bevond a certain threshold.

3. Continue and increase efforts to aggressively pursue terminations for PIPP customers who
are delinquent with their paymens.

4, Develop and implement education programs to PIPP customers regarding the new
regulations and necessary changes in payment patterns.

5. Restrict the WRO to limited income customers (preferred) or, at a2 minimum, develop a
tiered-payment amount based on income level, Reevalvate payment amount.

6. Consider eliminating mandatory winter moratoriums.
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CHAPTER II: INTRODUCTION

This Chapter provides a discussion of the framework within which this study was
undertaken, including an overview of the Percentage of [ncome Payment Plan (PIPP) and
uncollectible expense (UEX) riders.

A.Background

The Public Utilities Commission of Ohio (PUCO or Commission) regulates the credit and
collection activities of the gas utilities under its jurisdiction. The PUCQ established the PIPP
program and associated rider in the late 1980s, and the UEX rider in 2003. Together these riders
recover utilities’ bad debt expenses. The PIPP rider is used to recover the arrearages and past
due balances associated with the PUCO-mandated limited income assistance program. The UEX
rider is used to recover the bad debt expenses associated with non-PIPP customers,

While the riders gllow for the recovery of the bad debts themselves, most of the costs
associated with the actual collection activities are not included in the riders. Instead, these costs
continue to be recovered through base rates.’ This disconnect between the cost of recovery and
the actual bad debt expense creates & potential incentive for the utilities to minimize the costs
associated with its collection efforts. .The use of 100 percent recovery riders, rather than bad
debt recovery through basc rates, also eliminates any risk of non-recovery for the utility.
Together, these factors create the potential for higher total rates for customers.

PUCO-Ordered Audit

By entry dated August 19, 2009, the Commission ordered a review of the credit and
collection policies and practices of Columbia Gas of Ohio, Inc. (CGO), the East Ohio Gas
Company d/b/a Dominion East Ohio (DEO), Duke Energy of Ohio (Duke), and Vectren Energy
Delivery of Ohio (VEDQ), collectively “the Companies”. The purpose of the review was to:
audit, evaluate, and recommend improvements in the collection policies, practices, and
performance of the gas companies; ¢valuate whether the four companies’ collection practices and
policies are effective in minimizing uncollectible expense; ascertain benchmarks to be used by
the Commission to monitor the effectiveness of all Ohio natural gas companies' collection
policies, pmcttces, and performance; and recommend "best practices” to be employed by natural
gas companies in the state of Ohio to minimize uncollectible expense.

NorthStar Consulting was selected to.perform the audit which began in November 2009,
Fieldwork was completed in February 2010 and the report was submitted in May 2010.

' VEDO includes outside collection agency fees and commissions through the UEX rider
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B. PIPP Cost Recovery Rider

The PUCO established the PIPP cost recovery rider in the late 1980s in conjunction with the
establishment of the PIPP program that was designed to assist utility customers (both gas and
electric) with limited incomes. On December 2, 1993, the Commission adopted several changes
to the PIPP program and its cost recovery (the December 2 Order).” Under the December 2
Order, utilitics are authorized to recover costs associated with the implementation of the PIPP
program, including:

» Customers’ arrearages incurred prior to entering the program.

« PIPP program arrearages (both the differences between PIPP payments and PIPP
customers’ full bills and unpaid PIPP payments).

s«  Post-PIPP arrearages incurred during the 24-month grace period after customers come off
of PIPP. :

« Customer credits earned through any mandated or company-specific regular payment
reward programs,

¢ Any costs associated with the program including income verification and re-verification
charges from the Ohio Department of Development (ODOD).

The PIPP rider is set based on the existing balance in the PIPP arrearage accounts plus

projected arrearages for the twelve months following the filing date. Originally, the rider

- amortized the balances over twelve months, but subsequent filings by several utilities have
- provided for amortization of the historical arrearage balance (not the projected) over 36 months,

The PIPP rider is paid by all customers who pay the UEX rider, including PIPP customers.
The December 2 Order allows the companies to file for adjustments to the rider rate no more
frequently than annually. Different companies have filed for PIPP rider adjustments at different
times. Exhibit II-1 illustrates the PIPP rider rates for the gas utilities over the past ten years.

! Finding and Order in Cages No. $8-1115-GE-PIP, 90-705-GE-PIP, and 90-879-GE-ORD, December 2, 1993
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Exhibit I-1
Comparison of PIPP Rider Rates
All Gas Utllities
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Source: PUCO GA-PIP filings of each utility.
CGO

PIPP accounts are tracked separately in CGO’s billing system. PIPP is immediately
considered a regulatory asset (182 account). There are no PIPP arrcarages in accounts
receivable. To calculate the rider, CGO looks at the net change in receivables balance for alt
PIPP customers. Arrearage balances less than two months old are recovered over one year and
an ongoing recovery rate is developed. Arrearage balances greater than two months old are
tecovered over three years and a deferred recovery rate is developed. The two rates constitute
CGO’s PIPP rider rate. CGO had just over 100,000 customers (less than 8 percent of its
residential customers) on PIPP in 2008 and 2009.3

DEO

DEO has had, and continues to bave, the highest PIPP rider rate of the four gas utilitics.
Approval of DEOQ’s December 2009 PIPP rider filing, as supplemented in February 2010,
established the rate at $1.7078/mcf. DEOQ attributes its high rate to the large percent of PIPP
customers (about 120,000 customers or ten percent of its total customers), the run up in natural
gas prices, and poor economic conditions within its service territory.*

Since 1999, DEO has only filed for adjustment to its PIPP rider rate twice — in 2006 and in
December 2009, As a result, the effect of the increases in the DEQ PIPP rider rate on customers

3 Data Response 1-37
4 Company filing in Casc No. 09-2011-GA-PIP and on-site interviews

INTRODUCTION -3 G "NORTHSTAR




is significant. Exhibit II-2 shows the balance in the PIPP deferral account over the past several
years.

Exhibit 11-2
DEQ PIPP Arrearage Account Balances

11/30/2003
12/31/2006
12/31/2007
12/31/2008
11/30/2009

Source: Filing in Case No, 05-1421-GA-PIP and DR-BEOG-2-9

In DEO’s recent rate case (07-829-GA-AIR), it agreed to credit the PIPP deferral account
with a portion of revenues from firm receipt point option and commodity exchange transactions,
Through December 31, 2009, DEO credited $16.4 million to the PIPP arrcarage accounts from
these additional revenue sources.’

Duke

The Duke Energy PIPP rider was approved for use beginning July 2, 2007 in Case NO. §7-
606-GA-PIP. The mechanics of the Duke program are similar to the other Ohio gas utilities in
that it is designed to recover a gas PIPP customer’s bill including their PIPP installment if not

paid.

Duke is the only Ohio gas utility that also provides electric service. Under the PIPP program,
the required payment amount varies depending on the heating source. If natural gas is the
customer’s primary heating source, the customer pays a gas PIPP installment that is ten percent
of their gross monthly household income. If the customer uscs natural gas as their secondary
heating source, they pay only five percent of their gross monthly household income.

In 2006, the number of Duke PIPP customers increased significantly, from 8,118 at the
beginning of the year, to 10,261 at the end of the year. The number of Duke PIPP customers has
held at approximately 10,000 since the end of 2006.° This represents 2 relatively small portion
of Duke’s customer base - 680,000 electric customers and 420,000 gas customers in Ohio.

VEDO

VEDO’s current PIPP filing was approved on December 21, 2006 and became effective on
February 5, 2007. The rate is $0.2337/mcf. In 2009, approximately 13,700 of VEDO’s 294,000
residential customers (4.7 percent) qualified for PIPP. They represent approximately $135.5

? Initin] Presentation and DR-EQG-2-9¢, DEQ Verification Response
8 DR Duke 01-037
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million in revenues and $11 million in natural gas cost.” PIPP customers are segmented into
three groups:

s Pre-PIPP — customers in the process of qualifying for PIPP. When they are qualified,
their balance during the application period is transferred to the PIPP rider.

o PIPP - active PIPP customers whose balances are recovered through the PIPP rider.

o Post-PIPP - this category represents receivable balances for PIPP customers whose
certificate has expired during a billing month. The determination as to whether the
balances are classified as UEX or PIPP is based on record of eligibility as of the date the
bill is generated. Any charges incurred in a billing month, where at the end of the month
the customer is identified as PIPP, are recovered through the PIPP rider. Any other
charges incurred on an account for a billing month that, as of the end of that tmnth the
customer s no longer participating in PIPP, are recovered through the UEX rider.®

C.UEX Rider

In Case 03-1127-GA-UNC, five natural gas utilities filed a joint application requ&sting
establishment of a new mechanism to enable them to recover actual uncoliectible expenses in a
timely manner.® Prior to this case, uncollectible expenses were recovered through base rates and
therefore the amount being recovered could not be modified absent a full rate case. The
companies argued that as a result of increasing volatility in natural gas prices and weather
effects, the level of their uncollectible expenses fluctuated widely and that they should be
entitled to recover uncollectible expenses in a manner that was more closely tied to the
incurrence of the expenses. '

In the Order in the case (termed “the December 17 Order”), the PUCO agreed that a more
contcmporaneous recovery of expenses that fluctuate widely was an understandable business
approach.'® The PUCO established the UEX rider to recover the bad debt expense of customers
not participating in the PIPP limited income assistance program. The UEX rider removed bad
debt recovery from base rates and established the bad debt tracker mechanism, which is adjusted
annually to achieve dollar-for-dollar recovery of actual bad debt write-offs. Sales volumes are

-used to convert the bad debt expense to a per mcf rate, which is applied to the bills of all
customer classes from which the debt was incurred. Any over or under collection is included in
the tracker deferral account and rates are adjusted as needed to facilitate full recovery. The
utilities are required to file annual reports, and a UEX rider-rate adjustment is required if the
variance in the rate is greater than or equal to ten percent.

For purposes of the rider, bad debt expense, (or uncollectibles) is defined as the past due
balance once service is terminated, a final bill has been issued but not paid, and the account is

"DRs 37 and 38

* 1 Barrett, Initial Presentation and VEDO Verification Response

® Participating utilities were: Dominion East Ohio Gas, Columbia Gas of Ohio, Vectren Energy Delivery of Ohm
Northeast Ohio Nawral Gas Corp, and Oxford National Gas Company. Finding and Order, Case 03-1127-GA-UNC,
December 17, 2003, p. §

" Op. cit. p. 11

INTRODLCTION -5 ) t " NORTHSTAR



written off. Because the utilities purchase the CHOICE program (third-party gas supplier)
accounts receivable, associated bad debt costs are included in the bad debt expense.

The Order established a basic framework for the UEX rider, as follow:

The initial UEX rate was to be set equal to the bad debt amount in base rates.
The UEX rider was to be kept separate from the PIPP rider.
Companies were authorized to recover carrying costs associated with the expenses.

The UEX was to cover both company sales customers and competitive retail service
customers.

Companies with deferred account receivable balances were to recover those costs over 60
months (five years). :

Companies were to file reports on the UEX balances annually in May, and must propose
to adjust the recovery rate if there was sufficient change (set at ten percent either over or
under).

Audits of the UEX balances were to be included in the financial gas cost recovery (GCR)
audit dockets.

No customer could opt out of the UEX mechanism if their uncollectible balances are
recovered through the UEX,

Companies were to provide information on their credit and collection policies within 60
days of the order, and were to meet with the Commission Staff and the Office of
Consumers Counsel (OCC) to discuss possible improvements to their credit and
collections policies.

Companies were to make separate fillings to implement the December 17 Order,

In accordance with the December 17 Order, all of the gas utilities filed cases to establish their
uncollectible expense rider, and have subsequently filed reports annually. The calculation of the
UEX rate generally follows the procedure shown in Exhibit I1-3. The UEX rider is paid by all
customers except some large industrial customers who were the early participants in open-access
gas markets.
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Exhibit I1-3
Calculation of Uncollectible Expense Rider Rates
Example Utility

jnni of March 3] ofcurrentyear | 8 9,000 ]

Plus: Estimate of Bad Debis to be Written Off 80,000
Plus: Amortization of A/R Regulatory Asset’ 0
Less: Projected UEX rider recoverics (25,000)
Less: Other recoverics {12,000)
Pius: Carrying costs 2,000
EQUALS: Total amount te be collected by UEX rider $524,008

Divided by volume of ges sold over past 12 months 200,000,000 mef
EQUALS: Uncollectible Expense Rate 56.27/mel

" Eliminated for all wiilities effective mid-2009,

As shown in Exhibit II-4, the UEX rider rates have fluctuated significantly over time, as a
result of changes in gas prices, weather, economic conditions, and potentially each utility’s
collection practices.

Exhibit 11-4
Uncollectible Expense Rider Rates - $/mcf

so 0000 (mcl ol S00382

il

e ‘...,.n_-'.._.

Initial Rate (set equal to bad

debt expense in last rate case) $0.0782 (West) base rates)’

_Effective 2004 $0.2076 $0.1877 $0.0000 $0.1567
Effective 2005 $0.1338 $0.2531 $0.0000 $0.0923
Effective 2006 50.2116 $0.2906 $0.0000 $0.1468
Effective 2007 $0.1631 $0.5674 $0.0000 $0.1882
Effective 2008 $0.2157 $0.4444 $0.0000 $0.1165
Effective 2009 $0.1866 $0.2133 $0.1569 $0.2115

" Columbia’s base rates had last been adjusted on September 29, 1994,

2 Dominion had separate UEX rates for its East and West division up through October 2008 at which the gross
receipts tax was removed from the UEX rider and the two tariffs were consolidated, In the prior years, the
difference between the two rates was less than 1 mil, This chart shows the East tariff,

* Duke did not file for its UEX until 2009. The amount in base rates had been $0.0810 per mgt,

Source; UEX Filings with the PUCO.

CGO

CGO has filed annual adjustments to its UEX rate since the rider was established in 2003. At
the time the rider was established, CGO’s base rutes were last adjusted in 1994, and included
4.93 cents per mef for the recovery of bad debt. The original UEX rider rate was set at
$.0493/mcf effective October 25, 2004. By PUCO entry, the rider provided for the recovery of
$23 million of deferred expense resulting from the PUCO’s 2001 moratorium and the recovery
of carrying costs on unrecovered balances exclusive of the 2001 moratorium deferral. CGO'’s
October 1, 2004 rider filing established a new rate of $.2076/mcf, based on the 2003 calendar
year deferred uncollectible account expense, the 2004 estimated uncollectible accounts expense
and one-fifth of the deferred accounts receivable balance authorized by the PUCO in Case No.
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01-3278-GA-AAM. Since the 2004 filing, CGO’s UEX rider rates have fluctuated. The 2009
approved rate is $.1866/mcf. The rider excludes PIPP bad debi expense and includes CHOICE
program bad debt costs. CGO includes the projected imbalance during the collection period in
the calculation of the UEX rider rate. The amortization of the 2001 deferral ended in November
2009,

If a CGO customer pays its past due balance and has service reconnected, the amount paid is
credited to the rider. Puring the heating season, if a customer uses the $175 WRO to re-establish
service and pays $175 against their $1,000 balance, the rider is credited with $1,000 and the
$825 difference becomes a current accounts receivable.

DEO

DEO has filed adjustments to its UEX rate annually since the rider was established. The
rider rate increased significantly from $0.2906/mcf in 2006 to $0.5674/mcf in 2007. The 95
petcent increase was a direct result of increased gas prices over that time period, and a
commensurate increase in the level of bad debt write-offs. With the decline in gas prices over
the past two years, the company’s UEX rate has declined just as dramatically. In 2008-09, DEQ
over-recovered its actual expenses, and showed a credit in the UEX accrual account, The credit
was used to offset projected UEX write offs for 2009-10. As a result of the over-collection and
the elimination of deferred accounts receivable amortization, the UEX rider rate was reduced
approximately $0.23/mcf, or 52 percent, in July 2009."!

DEQ writes off its bad debt accounts once a year in December. DEO believes this process
reduces the amount of reversals that would otherwise be required due to customers going off the
system, through termination and final bill in the spring, only to come back on the system-in the
early winter. DEO projects write-offs of approximately $66 million and recoveries of
approximately $21 million through post write-off collections of bad debt for the twelve months
endin%March 31, 2010. In 2009, DEQ recovered approximately $88 million through the UEX
rider.

Duke

Unlike the other utilities, Duke did not apply for its first UEX rider until September 2009.
Prior to that time, Duke recovered bad debt expense through base rates. Duke, like the other
Ohio gas utilities, had received approval to establish a gas uncollectible expense rider in 2003
and the amount kad remained at $0.0/mef.

On Sepiember 3, 2009, Duke filed an application (Case No. 09-773-GA-UEX) and
supporting testimony to remove its uncollectible expense from base rates and establish an initial
UEX rider rate. Duke’s testimony detailed its base rate recoveries of uncollectible expenses and
the associated tariff changes. Duke proposed to reduce its sales service and finm transportation
base rates by $0.081/mcf and to establish its initial UEX rider at $0.1569/mcf, or a net increase
to its customers of $0.0759/mcf. On November 18, 2009 the PUCO authorized the rate. The
PUCO further authorized Duke to change its accounting methods to defer incremental

"' DEO Verification Response
12 Rider filing 09-457-GA-UEX
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uncollectible expenses not otherwise recovered in base rates or through the UEX rider until such
time as they are included in the UEX rider.

YEDO

VEDQ’s first UEX rate was set on Aprl 7, 2004, The most recent UEX rate became
effective on July 29, 2009 at a rate of $.2115/mef, increasing 82 percent from the 2008 rate of
$0.1165/mef.”*  The rate includes all wtility tariff costs associated with written-off accounts.
Accounts are written off 90 days after the final bill,"

VEDQ's process for developing the rate is based on the previous year’s write-off and a
forecast of future year write-offs and future year revepues. VEDQ’s billing systern (Banner)
tracks which accounts arc 90 days past final bill and automatically sends a list at month close to
Vectr;:esn’s regulatory accounting function. Non-utility charges ate not captured in the PIPP
rider.

VEDO’s UEX rider is also credited for any debt recovery from the outside collection agency
(OCA) activities and pre-write off revenues received through Banner. Credits from the OCA are
net of commissions. Accounts representing approximately $15 million in bad debt were
transferred to the OCA for collection in 2009. The OCA recovered approximately $1 million.™®

Typically VEDQ carries approximately $50 million per month in accounts with balances
over 90 c‘l;a.ys past due. The total revenue recovered through the rider approximates $11 million

per year.
D. Transfers between PIPP and UEX Riders

Under PUCO regulations, there are limited situations where amounts are to be transfetred
between the PIPP and UEX riders. The most common of these situations is when customers
move from being non-PIPP customers to the PIPP program. In this case, the customer’s past due
balances are transferred to pre-PIPP arrearages and are subsequently inctuded in the PIPP rider
calculations. However, unless the customer’s account was writien-off, none of their past due
balances would have been included in a UEX rider calculation. Conversely, once a customers’
past due balances are moved to PIPP, they are not transferred back to the UEX rider, even if the
custamer goes off PIPP. Pre-PIPP, PIPP and post-PIPP crediting program arrcarages all remain
in the PIPP rider regardless of the customers’ present status.

1 Rider filing 09-456-GA-UEX

" Initial presentation page 11

5 I Rarrett

¥ Initial presentation pages 11 and 12 and Binder from L. Friedeman (R. Goodge tab)
17 Analysis based on binder from L. Friedeman and DR 23

INTRODUCTION -9 ‘ 'NORTHSTAR



CONFIDENTIAL

CHAPTER I1I: ORGANIZATION AND STRATEGY

This Chapter provides an overview of the Ohio gas utilities’ credit and collections
organization, strategy and processes. More detailed discussion of the utilities” specific practices
is provided later in this report.

A.Summary of Regulatory Requirements

The Ohio Administrative Code (OAC) Chapters 4901:1-13, 4901:1-17 and 4901:1-18 set
forth requirements governing the utilities’ credit and collections activities. In general terms, the
regulations define:

» Meter reading and billing requirements, including bill due dates and meter reading and
billing frequencies. '

» Bill payment options and crediting of customer payments.
» Procedures for establishing customer creditworthiness and requiring costomer deposits.

» Payment plans and assistance programs for customers who are delinquent or have
difficulty paying their bills. Utilities are expected to offer all customers a range of
options to manage their bills, including short term extensions, and a variety of extended
payment options.

» Limited income and medical assistance programs. The state established the Percentage
of Income Payment Program (PIPP) for customers with income at or below 150 percent
of the federal poverty level. Customers with medical conditions may use a medical
certificate, signed by a licensed medical provider, to defer disconnection for thirty days
Or reconnect service.

» Notification requirements and allowed collections activities in the event a customer does
not pay their bill. With proper notification the utilities are allowed to disconnect the gas
service of delinquent customers. The utilities must provide fourteen-day notification for
residential customers year-round and an additional ten-day notification during the winter
season.

The state and PUCO have also established special programs and protections which are in
effect during the winter heating season. Each year a Winter Reconnect Order (WRO) is issued
which allows any customer, regardiess of income or qualification for payment plan, the
opportunity to pay $175 towards their past due amounts, be placed on a payment plan, and have
their service left on or reconnected if it had previously been disconnected for nonpayment.
Although not in effect during the 2009-2010 winter heating season, in the past the Governor has
also requested that the utilities not terminate service of certain customer groups during the
heating season (the Winter Moratorium). During the 2007-08 heating season the special winter
moratorium applied to residential customers eaming at or below 200 percent of the poverty level.
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An informal moratorium on disconnections for all residential customers regardless of income
level was in place during most of the 2008-09 winter season.’

In Nm}ember 2010 OAC rule changes will go into effect.

B. Preferred Practices
The Chio gas companies were evaluated against the following preferred practices:
» The utility has an overall collections strategy.
» The utility addresses delinquency as early as reasonably altowed by regulation.

» The billing cycle does not drive collections activity (e.g., termination notices do not
expire with a new bilt).

» Company communications and collection activities align, and provide appropriate signals
to the customer.

« Collections activities are tailored to customer risk. Customer payment history and
behavior is tracked and used to determine collections treatment,

» Contractors and internal collections staff are evaluated based on collections performance.

C.Key Practice Comparison

Exhibit III-1 provides a comparison of key collections practices. Additional details
regarding each utility’s activities are provided in later sections.

Exhibit III-1
Key Practice Comparison — Collections Strategy and Process

“Colloctionscycle | Notrequiredto |  Restats |  Restats’ | Continwous | Contimuousin

restart with new summer and
bill semi-cofitinuous
in winter,
Termination
orders typically
expire after
seventeen days
Bill due No sooner than | Fourteendays | Fourtesn days Twenty-one Twenty-four
fourtesn days days days
afler postmark
Earliest termination Earliest is foriy- | Forty-five days | Forty-five days Eighty-four Forty-cight days
date (residential) four days non-winter, non-winter, _days
! DEO Verification Response

# DEOQ is in the process of modifying its billing and collection computer systems to enable disconnect notices to
“live” beyond ¢ach meter read.
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Risk segmentation NA Yes Yes Partial — minor Partial — only
performed differences in used to
treatment determine
disconnect
priority not to
tailor collection
activities
Number of segments NA Four Three Numerous credit NA
statuses
Collactions treatment NA Yes Yes Notification Termination
based on assessed risk process only prioritization
anly
Outbound disling/ Not required All customers Some past due None Customers with
courtesy calls with term customers rated balances greater
performed notice. Calls as “good” by than $50
also used for DEOQ scoring
ten-day system
notification
Workforce/contractors NA Number of Number of Number of Collections
evaluated based on accoums accounts agcounts performance
worked worked worked
Cash accepted in the NA No No No Yes
field

Despite the exisience of a uniform set of regulations, the utilities” payment and collections
time frames differ substantially as shown in Exhibit III-2.
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CONFIDENTIAL

D. Columbia Gas Ohio (CGO)
Background

CGO provides gas service to 1.4 million customers in over 1,000 communities in Ohio,
inc]uding Columbus (CGO’s headquarters) and Toledo. CGO is the largest natural gas company
in Ohio, serving 61 of 88 Ohio counties, with a service territory that spans 25,400 square mtles
CGO operates 19, 161 miles of distribution mains, with a total plant investment of $1.6 billion.’
CGO is a wholly-owned subsidiary of NiSource which operates nine energy distribution
companies throughout the country.

Credit and collections activities are primarily managed by the Meter to Cash Group which
reports to the NiSource Senior Vice President Customer Engagement, as shown in Exhibit II1-3.

Exhibit I11-3
Credit and Collections Organization
CGO

SVP Customer |

e

- Manager,

Source: Data Response 1-1.

 November 18, 2009 Orientation Presentation
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The Meter to Cash group establishes the credit and collections policies and strategies for
NiSource. This organization handles meter reading, billing, payment and cash processing,
revenue recovery, collections strategy and outbound collections activities for all of NiSource.
‘The Meter Reading and Collections group performs meter reading and field collections services
(including terminations) for NiSource. A Front Line Leader within that group is responsible for
Ohio, Revenue Recovery handles bankruptcies and receiverships, identity theft, termination
exceptions, large commercial account collections, retumed checks, large commerctal account
collections, manual processing of certain shut-off notices, PIPP account issues and some
outhound collections calls. This group also manages the outside collections activities and
specialized collections initiatives. CGO’s Revenue Recovery group handles receivership and
bankrupicy cases. From Jamuary through September 2009, CGO processed 23,535 bankruptcies
and 100 receiverships.

The Customer Service Center organization manages the outsourced call centers, which
handle service requests, credit calls, customer inquiries and payment arrangements. Escalated
customer complaints are handled by the Strategic Affairs organization, which also handles the
company’s limited income and assistance programs. Strategic Affairs reports to the President of
CGO. :

In 2005, CGO’s Revenue Recovery function was outsourced to IBM/Vertex, as part of a
larger initiative of outsourcing several of the company’s administrative functions. On June 1,
2008, CGO elected to bring Revenue Recovery back in-house. Although the management of
credit and collections activities is performed in-house, the majority of CGO’s day-to-day
collections activities are performed by contractors:*

¢ Outbound dialing and incoming credit calls (payment arrangements) are handled by an
outside contractor, NCO. NCO has been handling outbound dialing since 1993 and
inbound calis since 2000.

» Field collections are handled by a combination of internal resources and an outside
contractor, Bermex, which is used in the more urban areas. Bermex also provides meter
reading services.

+ Late stage collections activities {(post-final bill/write off) are handled by third party
outside collection agencies.

« Customer segmentation scoring is provided by Total Sclutions Incorporated (TSI).

Process Qverview

CGO’s collections processes are tailored to the risk profile of the customer. For customers
requesting new service, CGO verifies identity and determines creditworthinéss using an Equifax
external wtility index score from Equifax. This credit score is used to determine deposit
requirements. Creditworthiness for previous or existing customers requesting new or transfer of
service is determined based on the customer’s payment history with CGO.

* Various interviews and Document Response 1-20
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Once service has been initiated, customers are assigned to a risk segment (based on a
behavioral score) which determines the collections activities that will be mitiated if the customer
goes delinquent. The behavioral score differs from the customer’s credit rating and considers the
custorner’s payment history and assumed risk profile. No new customers are classified as low
risk - as they have no history with CGQ, even if the customer’s credit score is high enough that
the customer is not required to pay a deposit.

For collections purpases, customers are segmented into four risk groups (low, medium, high
and ultra-high) based on the customer’s behavioral risk scoring. Behavioral risk scoring is
performed daily by TSI for all customers as they go to billing. CGO transmits files containing
payment and bilting data for all active customers to TSI. TSI scores the customers using a
proprietary behavioral scoring model and sends the score data back to CGO in advance of each
bill eycle. Customers are assigned a base score and then points are added or subtracted
depending on the following factors, resulting in a final possible score ranging from a theoretical
50 (best) to 950 (worst):

» Months as a customer

« Number of times delinquent within the last eight months

» Number of months since the customer was last eligible to be disconnected for
nonpayment
Delinquent balance
Number of months since the last payment

« Age of the delinquency (number of buckets with arrearage)®

The behavioral score is used to deiermine the collections path for that customer. Bills are
due at day fifteen or gixteen and the collections process begins with the second bill if the
customer is delinquent. Whether the customer receives a reminder notice or a termination notice
on the second bill is dependent on its risk group and the dollar amount of the delinquent balance.
Customers with delinquent balances are charged a late fee of 1.5 percent, which is assessed on
the date of its next scheduled meter read.® If the termination notice does not prompt the
customer to contact CGO, outbound calls are made by NCQO over a three-day period, using a
system called Soundbite. If the system reaches an answering machine, NCO leaves a message
requesting that the customer contact CGO. Neither customer nor delinquency information is left
on an answering machine. NCO contacts about 400,000 CGO customers per year,” During the
period December 2008 through September 2009, NCO called an average of 71,618 CGO
accounis per month, achieving an overall average contact rate of 65 percent and a right-party
contact rate of 33 percent. Account volumes ranged from a low of 32,559 accounts in October
2009 to a high of 123,650 accounts in February 2009,°

If the customer fails to pay the bill in response to the termination notice or the outbound eall,
the account is scheduled for field collection. Once a field collector is at a customer’s premise, it

? Data Response 2-4 CONFIDENTIAL

¢ Data Response 1-28

? Data Response 1-34

# NCO Outbound Calling Performance, “Sample of automatic DIS Reports”, provided during December 16,2009
interview with Manager, Revenue Recovery, Manager, Meter Reading and Field Collections and Director, Meter to
Cash. :
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is CGO’s policy to either collect or shut-off the service. While CGO does not accept cash in the
field, customers can pay by electronic check or credit card while the collector is at the premise to
avoid termination. If the customer wishes to pay using cash, they are directed to an authorized
payment location and advised to call in the receipt number which will automatically pull the shut
off order from the field collector. If the customer does not call in the payment receipt, the field
collector will retusn to the premise to confirm payment or terminate service. Collectors have the
authority to continue service in hardship situations or under extenuating circumstances.

Once a new bill is issued, the termination orders age off the system and the collections cycle
begins again.

Bad Debt Fxpense

In 2008, CGO wrote off $26.6 million in non-PIPP residential and small commercial
customer balances, an increase of $4 million from the 2007 write-off level of $22.6 million. In
2009, CGO's write offs were $27.7 million.” Non-PIPP bad debt as a percent of customer
billings increased as shown in Exhibit 1I1-4.

Exhibit 1114
Non-PIPP Bad Debt Expense — 2807 to 2009
CGO
($ millions)

N on-PIPP Bad Debt Expense

Total Non-PIPP Customer Billings 1,860.6 | 2,041.7 | 1,689.]
Percent - 1.2% 1.3% 1.7%

Note: Includes industrial customers.
Source: Bad Debt Data Response provided 4-19-10.

Bankruptcies increased year over year, from $10.2 million in 2007, to $17.4 million in 2008,
and $24.6 million in 2009."° At December 31, 2008, delinquencies represented thirty-seven
percent of CGO’s residential and commercial customer accounts receivable balances (active and
final).

CGO’s PIPP arrcarages were 5.2 percent of total billings (PIPP and non-PIPP) in 2007, 5.3
percent in 2008 and 3.0 percent in 2009. Year-end PIPP-only arrearages and billings are shown
in Exhibit I1I-5.

¥ CGO Verification Response
% CEO Verification Response
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Exhibit II1-5
Arrearages and Billings (PIPP only) — 2007 to 2089
CGOo
($ millions)
140.0
120.0 m———— ——-‘qﬁ——_
" 100.0 W S
S 80.0 N\
s 60.0 \\
it 40,0
20.0
0.0
2007 2008 2009
v PIPP Billings 119.2 126.7 112.3
—PIPP T;;;;ages 103.0 114.5 54.1

Source: Bad Debt Data Response provided 4-19-10.

CGO has seen a decline in customer scores between 2008 and 2009 - as customers shifted
from medium to high risk, but also a slight decrease in average arrearage balance, as gas prices
declined. Exhibit III-6 shows this trend for residential customers.

Exhibit IT1-6
Scoring Comparison August 2008 to August 2009

CGO

$1,600 900,000

51,400 800,000
& s1,200 700,000 8
& s1,000 :Z‘zz £
g 5800 4001000 %
E $600 300,000 'E
8 w00 ¢ 200000 =

$200 100,000
$- -
Low Med High Uttra High
mamm Number of Residential Customers Aug-08 s Number of Residential Customers Aug-ﬁg
e Avierage Arrears > 60 Days Aug-08 e Av@rage Arrears > 60 Days Aug-09
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z e
yi
$(3.12) $8.77 0.1 0.33
10335 113.74 1.08 1.51
742.66 308,62 174 2,88
1,576.01 1,13745 9.39 9.20
TotalAverage § 171.13 § 168.59 1.82 1.75

Source: Customer Segmentation Analysig — CDC Results provided during December 16,
2009 Interview.

Conclasions

1. CGO has a clearly articulated credit and collections strategy: to maximize collections of
delinquent receivables while minimizing administrative and field costs associated with
collections activities.

2. CGO’s collections process has undergone a number of significant changes since 2005,
resulting in the implementation of the following key initiatives: "’

Behavioral scoring and customer segmentation was implemented in 2007.

The collection timeline was automated. Termination notices and shut-off orders are
generated without manual intervention.

Automated outbound dialing replaced live agent calls. Prior to 2007, courtesy calls to
customers who had received a collection notice were performed by a live agent. The shift
to Soundbite allowed CGQ to increase the number of attempts and the consistency of the
message and reduce costs. Customers are able to pay in full at the time of the call or can
contact CGO to make payment arrangements.

A three-tiered approach to the use of outside collection agencies was adopted and an
eatly-out program was introduced.

Remote and on-site audits of first and third-party collection agencies were initiated. '

3. In addition to the process/efficiency changes, CGO has impicmented a number of targeted
collections initiatives to reduce bad debt and improve performance.

CGO maintains a “Top Ten Most Wanted List” for each of its operating areas to address
high dollar delinquent accounts with access issues. Initially, the list included those
accounts with balances greater than $1,000 that had been in the termination queue two to

" December 16, 2009 interview with Manager, Revenue Recovery, Manager, Meter Reading & Collections and
Director, Meter to Cash
' Data Response 1-2 and December 16, 2009 interview
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three times, but had aged off due to access issues.”” CGO has dropped the threshold to
$500, due to the success of the initiative,

s The Revenue Recovery group implemented special procedures to address manifold
 meters. Inside manifold meters represent a collections challenge as these customers are
difficult to terminate for non-payment. Most meters have a single curb box.

- About 23 percent of CGO’s active residential meters are inside. Just under 40,000 of
CGO’s active meters are on an inside manifold (about twelve percent of its active
inside meters)."*

- To attempt termination on these meters, other accounts on the meter are reviewed to
determine if the residences might be vacant or already turned off, in which case the
entire meter can be turned off. CGO also contacts the property owner in an aftempt to
obtain payment.”

4. With the exception of the expiration of termination orders when a new bill is issued, CGO’s
collections timeline is reasonable.

¢ Customers may be terminated 45 days afier the bill is issued in the summer and 58 days
afier the bill is issued in the winter.

« CGO provides proper notification as required by the QAC.

S. While CGO uses a reasonable behavioral scoring process to determine the collections path
for each customer; it has not validated the thresholds which may be too high.

¢ The use of the behavioral scoring process allows CGO to target collections activities
based on the perceived risk of charge-off, minimize costs and maximize resources.
Termination notices are targeted to those customers with poorer payment histories, and
those customers are then eligible for actual field termination.

« All new customers are classified as high risk. Approximately twenty-four months of
payment history is required before 2 new customer moves to a lower risk category.

» The scoring model considers time as a customer, payment history and past due balance.
Exhibi¢ I1I-7 provides examples illustrating the scoring parameters.

' December 18, 2009 interview with Manager, Meter Reading and Collections and March 3, 2010 phone interview
' Data Request 2-3
* March 3, 2010 phone interview
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Exhibit II1-7
Risk Scoring Examples
CGO
CONFIDENTIAL

i e Long history,

2 - Medium » 65 months history, delinquent two times in the last eight months,
current

« 36 months history, delinquent zero times in the last cight months,
$100 balance, 1.5 months since last payment

« 37 months history, delinquent one time in the last eight months, $0
balance, 0.5 months since last payment

3 -High * New customer - no history

« 18 month history, delinquent three times in the Jast eight months,
$300 balance, two months since fast payment, not previously
eligible for termination '

4 - Ultra High « 25 month history, delinquent seven times jn last eight months,

$1,500 balance, two months since last payment, three buckets,

three months since eligible to be cut

Source: Data Response 2.4,

« Customers perceived to be higher risk receive a termination notice for a lower balance.
The majority of CGO’s customers are categorized as medium or high risk.

- Medium risk customers do not receive a disconnect notice until the delinquent
balance reaches $200. The threshold for high risk customers is $150.

- Exhibit HI-8 provides the specific parameters for termination notices and the risk
scoring parameters for each segment. '

Exhibit I11-8
Risk Scoring Parameters and Associated Notification Process
CGO
CONFIDENTIAL
oEn :.
Low Risk 50 10 222 343 40.1 | Reminder notices oni ]
Medium Risk 223 to 339 234 36.1 | Reminder notice < $200
Termination nolice > $200
High Risk 34010 674 40.6 23.0 | Reminder notice < $150
’ Termination notice > $150
Ultra High Risk 675 to 950 1.2 ’ 0.8 | Reminder notice < 3100
Terminstion notice > $100

Source: November 18, 2009 Presentation, Data Response 2-4,
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- CGO’s cost to terminate a customer is about $20.'¢

The scoring model is applied to all customers, consistently, regardless of income status or
geographic location. However, the past due balance for a customer on a payment
arrangement or PIPP customer is the amount of the defaulted agreement amount, As a
result, & PIPP customer may go a number of months before being eligible for termination.

CGO’s process appropriately aligns customer signals and collections activities. All
customers who are sent disconnect notices are included in the termination queue,

The behavioral scoring process was implemented in 2007; however, CGO has not
validated it or determined the appropriateness of the behavioral scores ranges and
thresholds. Adequate data should now be available to allow for validation.

6. CGO resets the collections timeline with the issuance of a new bill, which affects its
collections performence and prevents it from optimizing its collections activities, particularly
during the winter period.

CGO has interpreted the regulations such that collections activities must stop upon
issuance of a new bill.

During the ten-day winter notification period, CGO may have as little as one to two days
to perform terminations, depending on the meter reading cycle.

CGO tracks the aumbers of unsuccessful termination trips and the termination orders that
age off the system. In 2009, 18 percent of the termination orders aged off the system
before execution. The number was 30 percent in 2008."7

Recommendations

1.

Develop the necessary information and validate the TSI scoring. When validating, ensure the
scoring parameters and the termination notice dollar thresholds are not in conflict, determine
whether the model is accurate, confirm that scoring ranges are appropriate and that threshold
levels are optimal. (Refers to Conclusion No. I1I-4)

Evaluate modification of the collections timeline so that non-pay disconnect orders do not
expire when a new bill is issued.”® (Refers to Conclusion No, [II-6).

' Data Response 1-32

17 Unsuccessful Trip and Aged Off Data.xls provided in the March 10, 2010 follow-up to the March 3, 2010 phone
interview

'* CGO’s customer information and billing system was designed in 1987
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E. Dominion East Ohio Gas (DEO)
Background

DEQ provides natural gas service to 1.2 million customers in northeast, southeast and west-
central Ohio. The system has an annual throughput of 260 bef, over eighty percent of which is
provided by third-party gas marketers. DEQ operations are managed from offices in Cleveland,
Ohio. Dominion’s corporate headquarters are in Richmond, Virginia. Dominion provides
eleciric and natural gas services to retail customers in twelve states throughout the Midwest and
Mid-Atlantic areas.

In June 2008, Dominion began a reorganization of its credit operations that moved customer
service and active credit functions closer to the customers, while retaining control over in-active
credit and collections at its headquarters in Richmond. Some functions did not move to the local
organization until June 2009. The current organizational structure is shown in Exhibit I11-9.

Exhibit 111-9
Credit and Collections Organization
DEO

Bominion [c?ipﬁratei_i

Pt

W N 1
1

Derninion Generatlon

Customer Service: !
Contact Services ;
“Fieldl Weter Servicas |

Source: Company presentation, [DR-1.

There are three primary groups within the DEO Customer Service organization: Contact
Services, Field Metering Services, and Customer Support Services. Contact Services handles all
customer contact, including the call center, dispatch, e-mail responses and other customer
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conespondcnce (non-billing), and training and development for customer contacts. This group
is also the liaison with Richmond regarding the CIS technology and provides back office support
for metering and billing.

Field Metering Services handles all field activities, including meter reading, meter
maintenance, meter seéts and new connections, disconnections, compliance work, and routine and
emergency field calls. This group is also responsible for the deployment and installation of
AMR equlpment This group was always managed from Cleveland and is a represented labor
force.

The Customer Support Services group establishes credit strategies, addresses customer
relations and consumer and agency outreach, complaint resolutions, energy diversion cases,
disconnect for nonpayment (DNP) scheduling, and payment plaps. The group is also responsible
for regulatory reviews, Sarbanes-Oxley (SOX) compliance audits and performance reporting.

The three Cleveland-based customer sexvice groups are snpported by the Credit Services
group in Richmond. Credit Services handles bankruptcies and processing of requests for energy
assistance payments and medical certifications. Richmond also oversees the performance of
outside collection agencies and letters of credit and bonds.  Bill printing, exceptions, and
payment processing are also located in Richmond.

Process Overview
DEO’s credit and collections strategy comprises the following five items: "

Maintain regulatory compliance

Provide assistance to need-based agencies and customers
Identify high “at-risk” large volume customers
Complete disconnect for nonpayment orders

Review active credit “needs” and customer balances.

T & 9 & @

DEO’s strategy for maintaining regulatory compliance includes enhanced credit and
collections policies to s1gmﬁc£mtly improve customer payment patterns, reduce outstanding
arrears and reduce charge offs.”’

DEOQ utilizes a multi-layer process to handle past due collections and tennination actions for
its customers. The action taken depends on the size of the past due arrearage and consideration
of the credit history of individual customers is applied to determine which accounts are actually
sent to the field for physical disconnection.

DEQ’s process forecasts a “credit schedule” for all accounts at the time customer hills are
prepated. The credit schedule is developed automatically by the customer billing system {CCS).
Most bills with a past due amount greater than zero and less than $100 receive a reminder notice
on their bill, and no further action is taken on these accounts. There are some exceptions 1o this

"% IDR-3
» Company presentation, p- 37
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rule - i.e,, PIPP accoudts that are more than 120 days in arrears receive a disconnection notice
even when arrears are less than $100.2

Accounts with past due balances greater than $100 all receive a disconnect notice on the bill,
with a forecasted disconnection date set at the day after the day the bill is due. Additional credit
actions are forecasted depending on several factors including: account status, payment history
(internal credit rating), a behavioral score, whether they are currently on a payment plan
(including PIPP), the type/location of meter (master meter, landlord/ienant), and duration of past
due amount. On the forecasted date, CCS determines whether further action is needed based on
activities since the bill was generated:

« If payment has be.fen received, the bill is marked “Paid” and no further action is taken.

s If the customer has established a payment plan, applied for PIPP, requested a credit
extension, or provided a medical certificate, then the bill is marked “Exempt” and no
further action is taken on that bill. '

o If the bill is not marked “Paid” or “Exempt”’, then the DNP prioritization process
determines the next action.

This process begins again with the next bill.

The customer’s payment history is used to establish an internal credit risk rating of GOOD,
FAIR, or POOR. Customers with GOOD rating have either paid their bills in full and on time
for the past twelve months, or have paid the required budget bill amount or payment plan
amount. Customers are given a FAIR rating if they have had a payment returned for insufficient
funds, or have one to three instances where they were more than one month late with a payment.
All new customers arc considered FAIR for the first twelve months, Customers with POOR
ratings have had multiple items returned for ipsufficient funds, have been more than one month
[ate on four or more occasions, or been disconnected for nonpayment in the prior twelve months.

A behavioral score is then developed to determine whether the account will be scheduled for
termination. The behavioral score considers a number of factors including the credit risk rating.
The program used to establish the behavioral score is the result of an internal Dominion project
conducted several years ago when Credit and Collections was housed in Richmond. The
Behavioral Score is a number between 0 (bad) and 998 (good) that is the result of a regression
analysis that considers the following:

Length of service

Payment history (GOOD, FAIR, POOR)

Total amount in arrears

Amount of the last payment

Whether the customer is on budget billing

Whether the customer has ever been on payment plan (including PIPP), broken a
payment plan, or used the $175 WRO or a medical certificate.

21 DEQ Verification Response
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Generally, only accounts with arrearages greater than $250 and behavioral scores less than
700 are scheduled for actual disconnection. While the minimum dollar amounts and behavioral
score limits are variable and can be changed based on a business review, the majority of accounts
scheduled for disconnection currently are selected using these two criteria.

DEO does not treat PIPP customers differently from the standpoint of collections. PIPF is
handied as a payment plan for establishing the behavioral scores, and missing a PIPP payment is
the same as missing a payment on any other payment plan.

DEO uses outbound calling for some delinquent accounts. The decision factors for which
accounts are called depends on a customer’s behavioral score and the size of arrearage. DEO
indicated that outbound calls were only made to accounts that they believe have a good chance of
paying in response to a callZ There appears to be little difference in resolution of accounts
between those customers actually reached by the outbound call and those not reached. Eighty
percent of customers eligible for calls either paid their bills or were put on a payment plan before
their account was sent to the field for dlsconnectlon regardless of whether they were actually
reached by the outbound calling agency.”

Accounts that are “betier than” the decision criteria (lower arrearages, better behavioral
scores) are automatically graced by the CCS and no further action is taken on these accounts that
month, This occurs even though the customer’s bill included a termination notice and date.

Bad Debt Expense

DEO tracks bad debt and arrearages on a monthly basis, monitoring net charge offs, number
of accounts and dollars in arrears for residential, commercial and industrial, and high pressure
industrial accounts. They also monitor the number of customers with past due balances at ninety
and over ninety days. DEO’s non-PIPP btad debt was 3.1 percent of customer billings in 2009
(before any recoveries), as shown in Exhibit mI-10.%

Exhibit I11-10 |
Non-PIPP Bad Debt Expense — 2007 to 2009
DEO
($ millions)

Non-PIPP Bad I)cbt Expense

Total Non-PIPP Customer Billings 20163 ] 23392 ] 19671
Percent 3.2% 2.™% 3.1%

Note: Includes industrial customers,
Source: DR-EQG-4-1.

2 On-site interviews
* IDR-7, Outbound Call Results for September 2009, p. 22
% DR-BOG-4-1, revenues defined to include billings for third party gas suppliers
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DEQ’s bad debt rider set to recover bad debt arrearages has declined from a high of
$0.5674/mef effective July 2007 to its most recent filing of $0.2133/mef effective July 2009.%°

Arrcarages from PIPP customers on the DEO system have risen steadily for several years.
While the PIPP program is not under the control of the utilities, the utilities collect PIPP
arrearages through the PIPP rider, and hold some responsibility for minimizing PIPP arrearages
through active collections, to minimize PIPP bad debt (as opposed to the portion of the bills PIPP
customers are not required to pay). DEQ’s PIPP arrearages were 32 percent of total billings
(PIPP and non-PIPP) in 2007, increasing to 39 percent of in 2009.2° As a result of this increase
in PIPP arrearages, DEQ’s PIPP rider increased from $0.111/mcef in 1999 to $1.7078/mcf
approved in the company’s most recent filing.”” Year-end PIPP arrearages and PIPP billings are
shown in Exhibi¢ III-11,

Exhibit Iil-11
Arrearages and Billings (PIPP only) - 2007 to 2009
DEO
($ millions)
N gooo e e .
800.0 e ———
. 7000 pa—
" 600.0
$ 500.0
s 400.0
w 300.0
200.0 e — A
100.0
0.0
2007 2008 2009
uawnes PIPP Billings 161.3 206.9 166.4
enmema PIPP Arraarages
12/31 687.3 793.8 839.4

Note: PIPP arrcarages shown are cumulative and likely have been accruing over 8
number of years. Arrearages are not specifically tied to current billing; however, the
above shows how these balances can build over time.

Source: DR-EOG-4-1.

Conclusions
7. DEO’s credit and collections organization structure is generally appropriate,

o There is appropriate separation and control between customer contact personnel, meter -
reading, billing, payment processing and complaint resolution.

5 DEO’s UEX rider filings.

% DR-EQG-4-1

#! PIPP rider applications and DEO Verification Response. See also Chapter I for further discussion of the factors
impacting DEQ’s PIPP rider.
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The physical separation of back office and customer contact does not adversely impact
customers or billing efficiency.

8. DEO does not have an effective collections strategy to guide its collections efforts.

The strategic goals are more process than results oriented, and are not focused on early
intervention or aggressive disconnection of past due accounts.

In 2009, DEO reporis the following activities.”

- Utilize Top Offenders report to focus termination activity on high dollar arrears and
accounts with arrears at 90 days or more.

- Ensure the completion of cuth box disconnection orders.

- Evaluate account arrears 10 ensure appropriate levels of disconnection activity.

- Evaluate remote shutoff valve metering.

These actions are focused on 90 day plus arrearages, not early intervention. Additionally,
DEQO’s strategy for addressing meters that are difficult to turn off is to evaluate
technologies that are still under development.

The “Top Offenders” list does not selectively target the biggest arrearages. Instead it is a
listing of all customers eligible for disconnection each day. Field supervisors must rely
on separate reporis and individual analysis to identify, for example, multiple accountz ata
single address that might enable shutting off a multi-manifold meter at the curb box.

DEQ has a quality customer information system that enables it to access a considerable
volume of data regarding its customers, payments and arrearages. However, the
company does not appear to leverage this information to focus collection efforts or test
different collection plans.

The performance of DEQ’s intemnal credit and collections staff is measured by general
corporate objectives and is not tied to specific collections metrics.”

9. DEO’s collection efforts are hampered by its “resetting” of the termination ¢lock each time a
customer is billed. DEO believes that is was instructed to do so by PUCO staff*®
Regardless, the practice should be discontinued.

»

During the winter, DEO has a one to three day window within which to execute
terminations, If that short period is over a weekend, if the weather is forecast to be cold,
or there is snow cover such that field service representatives cannet terminate service, the
customer will not be shut off that month and will have another month of service.

Once a new bill is issued, DEO does not take action for fifieen to fwenty-six days.

During the summer, the window for turning off service is close to two weeks.

* IDR-3

*? IDR 19 provided no specific collection metrics
%9 DEO Verification Response
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Following discussions with staff and NorthStar, DEO has initiated actions to change its
policies, software systems, and billing notices so that it will be able to continue
-termination activities independent of the billing cycle.

10. DEO’s collection process limits the number of customers that it terminates.

In theory, all customers with delinquent balances greater than $250 are eligible for
disconnection; however, internally established goals for the number of disconnects do not
result in termination of all eligible customers.

The goals for terminations are set based om prior year actions and manpower
considerations, rather than being tied to the number of customers eligible for termination.
Less than fifty percent of possible disconnections are selected and assigned to field
crews, and only twenty-two percent of possible disconnections are completed. As a
result, it appears that customers have learned that the likelihood of actually being
disconnected for non-payment is small. *’

Collections actions undertaken in 2009 were focused on process execution and review,
with little focus on ficld performance. The actions were not part of an aggressive
termination strategy.

DEO has increased its termination - activity over the past several years as shown in
Exhibit ITI-12.

Exhibit I1I-12
Termination Activity — 2006 to 2009

DEO
(% millions)
BT ) B

o T L e Lot %, o e o
5,091 49.199 $62.3
4,680 60,520 70.1
9,027 87,348 78.9

2009 78,808 ]_Qé20 89,328 67.8

Source: DR-EOG-1-5, DNP_Analysis Cognos provided during site interviews, and DEO
Verification Response,

11. While DEO uses an internal behavioral scoring system, its thresholds should be reviewed and
validated.

The $250 past dwe balance threshold for terminations is high and, with one minor
exception, applies to all customers, regardless of ctedit status or behavior score, where
best practice would apply different thresholds to different groups of customers or based
on changing conditions.

3 DR-EOG-4-3
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» The exception to the $250 threshold is customers with POOR credit and arrearages over
$100 and 120 days.

12. DEO’s decision to file infrequent changes to its PIPP rider rates has masked the effects of
changing economic conditions, increased gas costs, and changes in collection practices on
PIPP cost recovery, and led to large increases in PIPP rider rates.

¢ DEO did not file for revision to its PIPP rider rates from 1998 to November 2005, and
then did not file again until December 2009,

o QOver the four-year period from 2005 to 2008 the balance in the PIPP arrearage accounts
increased from 376 million to $156 million, requiring a near doubling of the PIPP rider
rate.

¢ While more frequent PIPP rider filings would not have eliminated PIPP rider rate
increases, it would have resulted in more gradual increases, and it would have kept
recoveries more in line with costs.

Recommendations

3. Develop an effective, financially-driven credit and collections strategy that places more
emphasis on getting to customers sooner and maximizing rapid recovery of arrearages.
(Refers to Conclusions No. III-8 and III-10).

4. Tie performance evaluations for internal credit and collections staff to achieving financial
recovery targets. (Refers to Conclusion No. 11I-8)

5. Modify processes to allow collections activities to continue afler a new bill is issued. (Refers
to Conclusion No. I11-9)

6. File for annual PIPP rider rate adjustments to mitigate the size of future rate increases as
required by the Commission’s Finding and Order in Case No. 09-2011-GA-PIP dated March
24, 2010. (Refers to Conclusion No. IT1-12) :

F. Duke Energy Ohio (Duke)

Background

Duke Energy of Ohio (Duke) provides natural gas and related services to 420,000 customers
and electric service to 680,000 in the southwest Ohio area. The Duke operations serving
southwest Ohio also provide gas and electric service to northern Kentucky. Duke’s parent
corporation, Duke Energy, also provides electric service in North Carolina, South Carolina and
Indiana. In total, Duke provides energy-related services to over four million cu$tomers in the
US. Duke’s corporate headquarters are located in Charlotte, NC. The Ohio/Kentucky operations
are managed primarily from offices in and around Cincinnati, OH.

Credit and collections activities are performed by two Duke organizations: Retail Customer
Products and Services and Power Delivery. Customer billing, payment processing, call center
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operations and accounts receivable are performed by the Retail Customer Products and Services
organization, Customer meter reading and non-pay disconnects are performed by Power
-Delivery. Both of these organizations are led by Senior Vice Presidents and report to the
president and COO of US Franchised Electric and Gas operations as shown in Exhibit IT1-13.

Exhibit I1I-13
Credit and Collections Organization
Duke

Source: IDR-1.
Retail Customer Products and Services responsibilities include:

Service application processing including identity verification
Assessing customer risk and deposils

Collecting debt and past due balances

Providing payment location information

Scheduling of reconnects and receipt of payments

Providing information concerning low income programs and referrals to Community
Action Agencies for PIPP applicants

Enrolling customers in budget billing

Establishing payment arrangements

Debt/balance transfers

Medical holds on termination

Delinquency notices

Disconnect for nonpayment prionitization

Account write off

Bankruptcy and receivership management

Theft of service management

Final stage collections

Late payment courtesy calls

Account credit of payments

Billing

4 & & 8 P 8 ¢ 8 & ¢ & ® a
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Power Delivery provides the field implementation of the revenue management and customer
service activities. Because of its dual utility status, Duke provides these services for both gas
and electric services. Power Delivery’s responsibilities include:

Tum-ons and turn-ofis

Meter reading

Door tagging

Reconnects

Field collections including disconnects for nonpayment
Gas leak investigation

Process Overview

Duke's credit and collections strategy is to minimize write-offs by ensuring adequate secunty
deposits and taking tunely follow-up action on delinquent active and inactive accounts.’”” Duke
defines its processes in support of its strategy as follows:

«. Through ensuring adequate security deposits, various processes are focused on assessing
customer creditworthiness and requesting payment of security deposits based on assessed
creditworthiness. Supporting processes provide consistent calculation of the actual
security deposit amounts. These processes are applied to all customer segments.

» Through timely follow-up action on delinquent accounts, various processes are focused
on identifying accounts with past due balances and taking proper steps to collect
paym%:ts These actions are intended keep past due balances 1o the lowest achievable
level.

Duke’s creditworthiness screening and deposit strategy is designed to identify potential bad
debt risk and attempt to mitigate that risk to the extent allowed by regulations and good business
practice. As discussed in detail in Chapter IV, Duke pursues security deposits for all new
commercial customers, new residential customers where credit scoring determines a deposit is
required, and if the customers identity cannot be verified. For prior or existing customers,
deposits are required in the event of delinquency and disconnect eligibility, disconnection,
bankruptcy filing, tampering, theft or fraud, and account charge-off. Duke uses Experian for
credit scoring.

Once a customer has established service, Duke deiermines its collections activities based on
the amount past due and the credit status of the customer. The amount due and credit status are
used for purposes of determining the notification process and thresholds, but not the actual
disconnection process.”

In general, for an Ohio customer with good credit, at thirty days past due 2 late paymént
charge will be applied and if the past due balance is greater than $50, a late payment reminder is

* Duke is appropriately aggressive in pursning secusity deposits, and has the most aggressive process of the four
utilities.

* DR 01-003

*' DR 01-011 Duke Bnergy Credit and Collection Training Manual, pg 6
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printed on the next bill, No reminder is provided if the balance is less than $50. At sixty days
past due, the customer will receive a fourteen-day disconnect notice on their bill. If no payment
is received and no payment arrangements are made during the fourteen-day period (at day
seventy-four), a ten-day disconnect notice is generated. Duke applies the ten-day notice in both
the winter and non-winter. Residential customers become eligible for disconnection at day
eighty-four and commercial customers become eligible at day sighty-one.

In general, the minimum requirements for disconnection include: sixty-day arrears with a
balance of $100 ar more, no active payment arrangement in place 1o address the arrearage, and
the first and second disconnect notices have been delivered.

Reconnection is made if the customer pays either the full amount in defavit (or the default
amount of a payment agreement) plus a reconnect fee and the applicable security deposit.

Bad Debt Expense

Duke has seen a sicady increase in net charge offs from 2007 to 2009, as the economy has
worsened. The following table shows net charge-offs as of September for each of the last three
years.

Exhibit I11-14
Duke Net Charge-Off as of September by Year
Gas-Only, Kentucky and Ohio

2008 $17.2
2009 $23.1
Source: Data Response (¢1-023

Duke’s 2008 and 2009 bad debt as a percent of customer billings is shown in Exhibit III-15.
Duke does not separately track PIPP and non-PIPP bad debt.

Exhibit III-15
Bad Debt Expense (PIPP and nen-PIPP) - 2008 to 2009

Ohio Gas Only
Duke
(3% millions)
Bad Debt Expense 10.4
Total Customer Billings ‘ 5326 418.7
Percent 20% 2.5%

Note: Includes industrial customers,
Source; NSC-DR-03-060 and 4/26/10 email,
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Conclusions

13. Duke’s organizational structure balances cost efficiencies and synergies with localized
control.

Customer service systems, billing and call center operations are centralized (or cross
jurisdictional). These functions lend themselves to cost efficiencies as a resuli of
centralizations, team size optimization and grouping of technology.

There remains appropriate local control and presence.

14. While Duke’s stated strategy is to minimize write-offs by ensuring adequate security deposits
and taking timely follow-up action on delinquent active and inactive accounts, it does not
address account delinquencies in a timely manner.

The earliest possible date a Duke residential customer may be terminated for non-
payment is cighty-four days Ohio regulations allow the utilities to termmate service,
with proper notification, in forty-four days.

The earliest possible date a commercial customer may be terminated for non-payment is
eighty-one days. Commercial customers can be terminated as early as five days after
notification is provided (day thirty-five).

While Duke’s bills are due at twenty-one days, regulations allow for bills due at fourteen
days.

At thirty days past due, Duke prints a late payment reminder on the bill. Duke does not
issue the fourteen-day disconnect notice until sixty days past due — a full billing cycle
later than allowed by regulation.

If payment is not received and no payment arrangements are made during the fourteen-
day period, a ten-day disconnect natice is generated. Although PUCO regulations require
an additional ten day notification during the winter period, Duke provides the additional
ten-day notification ycar-round. According to Duke, this is done for consistency
purposes and as the reminder prompis payment. This practice delays the termination
cycle. In the winter, this notice must be either hand-delivered or notice given by
telephone via contract call agents.

15. While Duke uses a complex process to determine credit status, resulting differences in the
notification process are minimal.

Recommendations

7. Accelerate the collections process. Terminations could begin as early as day forty-four in the
non-winter and fifty-four in the winter. (Refers 1o Conclusion No. 111-14)

Termination notices should be printed on residential and commercial customer bills
beginning with the first past due bill.
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+ Commercial customers should be terminated as soon as allowed by regulation and billing
cycles to minimize high past due balances.

« The additional ten-day termination notification should be eliminated during the non-
winter period. If deemed appropriate, outbound/courtesy calls could be used instead, but
should be used earlier in the cycle,

¢ Residential customers should be terminated following appropriate notification - fourteen
days, with and an additional ten-day notification in the winter only.

G.Vectren Energy Delivery Ohio (VEDQ)

Background

VEDO provides natural gas and related services to 315,000 customers in the greater Dayton,
Ohio area. Its parent corporation, Vectren Corporation (Vectren), is also the parent corporation
of Indiana Gas Company and Southern Indiana Gas and Electric Company. In total, Vectren
provides energy-related services to over one million customers in the Midwest. Vectren provides
consolidated customer service and revenue management functions from its Evansville
headquarters while maintaining regional operations.

Vectren has organizationally and functionally split customer service from its revenue
management and field operations activitics as shown in Exhibit 11I-16.

Exhibi¢ III-16
Credit and Collections Organization
Vectren

Source: Initial Presentation November 18, 2009
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Customer Service is organized into four functional units: Customer Relations,
Administration, Performance Assurance, and Contact Center. The Contact Center is the primary
interface with the customer, Customer Service’s regponsibilities include:

? & & * ¢ 85 % ¢ »

Scheduling meter reads for move-ins, move-outs, new service, and termination of service
Obtaining positive identification and required applicant information

Assessing customer risk and deposits

Collecting of debt and past due balances

Providing payment location information

Scheduling of reconnects and receipt of payments

Providing information conceming low income programs and referrals

Enrolling customers in budget billin

Establishing payment arrangements

Revenue Management is organized into five functional units: Customer Service Support,
Large Custoneer Billing, Receivables, Billing and Meter Reading, and Customer Accounting and
Margin. Revenue Management'’s principal responsibilities include:

. ® & 5 & & & & * o s

Debt/balance transfers

Medical holds on terminations
Delinquency notices

Disconnect for nonpeyment prioritization
Account write off

Bankruptcy and receivership management
Theft of service management

Final stage collections

Customer late payment courtesy calls
Meter reading

Account credit of payments

Billing

Field Operations provide the field implcmentation of the revenue management and customer
service activities. Field operations is divided into four regions, one of which is specific to Ohio.
Responsibilities include:

Shut-offs and turn-ons

Door tagging

Reconnects

Moratorium compliance
Disconnects for nonpayment
Gas leak investigation

ess Overview

VEDO utilizes a risk-based strategy in assessing new customer deposits and a risk-based
process for determining termination priority when an account becomes delinquent. Customers

3 Initial Presentation, page 9
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with over a $100 past due bill are placed into a queue on a daily basis and evaluated based on six
parameters. Work is then schedule by field operations based on the priority and geographic
efficiency. .

New customer risk is minimized by requiring positive identification and establishment of
credit-worthiness or collection of a depasit prior to initiation of service. Credit worthiness can
be established through an Equifax credit score of 700, ownership of a property in the service
territory, credit references from another utility, or a guarantor letter.

For existing customers, VEDO has an automatic routine in its customer information system
{Banner) that identifies delinquent accounts on a daily basis. Collections treatment is detenmined
based on the past due balance. Accounts with unpaid balances of less than $50 are considered
low risk and are not addressed. Accounts with unpaid balances between $50 and $100 receive
notices on the next bill and courtesy calls. Accounts with unpaid balances greater than $100 are
given the most attention; these accounts are prioritized and worked accordingly.*

VEDO’s collections process begins on the fifteenth day afer a customer’s bill is generated.
If payment is not received on this day, & penalty of 1.5 percent is automatically added by the
billing system to the customer’s next bill. Fifteen days later (at day thirty) the bill for the nex¢
billing cycle is generated. If payment is not received by the time this bill is generated, a
disconnect notice is printed on all bills with a past due balance greater than $50.>” On the forty-
fourth day, the second bill is due. If payment is not received the following occurs:

o In the non-winter months, an outbound courtesy call is placed for past due amounts
greater than $50 dollars. The calls are placed by Varolli, an independent call service.”®

« In the winter months, a door tag is placed on the premises on the forty-cighth day for
balances over $50 by a contractor, Field Star. If payment is not subsequently received,
Varolli makes outbound calls for a period of seven days. Calls are made on Tuesdays
through Fridays, three times per day or until positive contact occurs. On the last attempt,
a message is left.”

Approximately seventeen percent of all calls result in a live answer and nineteen percent
result in a message on an answering machine.* If the customer does not contact VEDO to enter
into a payment arrangement, accounts with balances over $100 are eligible for disconnection,
and are run through VEDQ'’s risk segmentation process. The risk segmentation process is used
solely to prioritize accounts for termination.

For commercial customers, VEDOQ issues a disconnect nofice with the second bill, which is
fifteen days past the due date. Upon issuance of the bill, VEDO places an outbound call and
obtains payment promises. If a payment promise is not kept, the customer is disconnected.

1 Boling

'] Boling

* Thid

% Initia] presentation

0 Binder from L. Friedeman (Goodge tab)
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Once an account in disconnected for non-payment, VEDO continues to aitempt to reduce bad
debt.

VEDO utilizes several means to reduce bad debt for active and disconnected customers,
including:

¢ Using two outside collection agencies. The first agency attempts collection on accounts
that have been disconnected for less than eighteen months. Afler eighteen months
accounts are transferred to a second collections agency..

« Pursuing all available legal options for accounts in bankruptcy.

» Pursuing all available legal options for accounts in receivership.

» Tracking customers that have left the service territory with unpaid bills and customers
with returned mail.

v Legally pursuing instances of tampering and theft of service.

» Minimizing the number of consecutively estimated bills.

Bad Debt Expense

VEDO has seen a steady increase in bad debt as measured in total dollars, percent of revenue,
and number of accounts over the past three years. In 2009, 25,588 accounts were written off, an
increase of 28 percent from 2008.* During 2009, revenue decreased while net write-offs
increased, as shown in Exhibit I11-17. VEDO’s 2009 target for net write-off as a percent of
booked revenue is 1.27 percent.”® The target for 2010 is 1.85 percent.®

Exhibit III-17

Net Write-Off Statistics
VEDO
" ($ million)

B e i el e CoE sy
Number of Accounts N/A 20,041 25,588
Net Write-off $3,320 $4,974 $ 6,002
Customer Billings - $374,320 $ 408,098 $ 291,259
Bad Debi 85 a Percent of Bilhops 0.90% 1.22% 2.06%

Source; Email from R. Boling March 3, 2010

Conclusions

16. VEDO effectively utilizes its three organizations and its customer inforration system to
perform its customer collection activities,

o Exhibit III-18 and Exhibit II1-19 provide matrices showing how customer service,
revenue management, field operations, and VEDQ’s billing/customer information system
support a full process from late bill to disconnection for nonpayment.

“' Binder from L. Friedeman (R Boling tab — Chio Accounts Written OY)
2 Data Response 1-18.

4 Binder from L. Friedeman (R Boting tab)
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« The process provides clear roles and responsibilities for each business function tied to a

clear timeline.
Exhibit ITI-18
Organizational Responsibilities
Non-Winter Months
5 s S e \-’ is i:uﬁr &
Days 1 through 14 Telephone Lockbox Processes remote payment Ioeatmn
If payment is rendered | payments payments files and account updates for all
payment sources. Account remains in
good standing
Day 15 Assesses penalty
If no payment received
Days 15 though 29 Telephone Lockbox Processes remote payment location
If payment is rendered | payments payments files and account updates for all
payment sources. Account returns to
normal status
Day 30 Prints next bill and disconnect notice
If no payment on bills for balances aver §50
Day 30 10 44 Telephone Lockbox Updates account Tor all payment
If payment is made payments payments sources and account TetuDs 10 normal
status
Days 45 and 46 Initiates courtesy call (file sent to
If no payment Varolli) on balances over $50 and
penalty assessed on second bill,
Day 47 Notifies revenue management of
If no payment available DNPs
Day 47 Prioritizes Receives DNP
If no payment DNPs received | from revenue
from Banner management
Day 48 Completes
If no payment DNP
Day 48 _Telephone Handles cash  { Processes remote payment location
[f payment received payments payments files and account updates from all
made at the payment sources. Account returns to
door normal status
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Exhibit I11-19
Organizational Responsibilities
Winter Months
EVRRET S e e et T i T R TRy
ﬁ_.. I HEEE Eltipreiintit U I ; = ¥ fis? rwsa“ﬁ‘.\'n A
Days 1 through 14 Telephon Lockbox Processes remote payment locatior
I payment is rendered | payments payments files and account updates for all
payment sources. Account remains in
good standing
Day 15 Assesges penalty
1f no payment received
Days 15 though 29 Telephone Lockbox Processes remote payment location
1f payment is rendered | payments payments files and account updates for all
payment sowrces. Account returns to
normal stams
Day 30 Prints pext bill and disconnect novice
If no payment on bills for balances over $50
Day 3010 45 Telephone Lockbox Updates account for all payment
If payment is made payments payments sources and account returns to normal
status
Day 45 Agsesses penalty on segond bill
If no payment
Day 47 Notifies revenue management of
If no payment available DNPg
Day 47 Receives list | Receives list
If no payment of delinquent | of accounts
accounts from revenue
management
Day 48 . Delivers door
If no payment ta
Days 49-53 Telephone Processes remote payment location
If payment recejved payments files and account updates from all
paymeni sources. Account Tefurns to
normal status
Days 54-61 Telephone Lockbox Qutbound cails are made (file sent to
payments payments Varolli) and accounts are updated as
payments are made. Handles remote
payment location files.
Day 63 Notifies revenue management of
If no payment available DNPs
Day 63 Prioritizes Receives DNP
If no payment DNPs received | from revenue
from Bannet | management
Day 64If no payment Completes
DNP
Day 64 Telephone Processes cash | Processes remote payment ocation
If payment received payments payments files and account updates from all
made at the payment sources. Account refuens to
door ' normal status.
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17. Qver the past two years, VEDO has implemented a number of initiatives to reduce net write-
offs, including:

Contracting for a secondary collection agency. VEDOQ has traditionally used a single
collection agency. In 2009, VEDO began using a secondary collections agency for
accounts that were idle for eighteen months or longer. This achieves two objectives: the
primary collection agency must perform or lose the account, and the secondary collection
agency provides a new perspective on written-off accounts.**

Establishing new bankruptcy processes. VEDO actively pursues revenues associated
with customer bankruptcies through a combination of internal resources and external
legal support. External legal counsel is used for balances over $50,000. The approach
begins with a close monitoring of the bankruptcy calendar and the filing of the
appropriate documentation before the court deadlines. VEDO has successﬁ:lly received
stipulation agreements, preferential payments, and assurance deposits.*®

Establishing new receivership processes. VEDO developed an approach to managing
accounts under receivership, which are relatively new to the VEDO service territory.
Receivers represented 40 commercial rezal estate concens in 2009. VEDO’s approach to
receivership invelves obtaining court actions to reverse receivership seftlements that
include injunctions against DNPs and collection of deposits. VEDO has successfully
fifted the utility injunctions and is currently working to prevent future injunctions.*

Increasing property management company deposits. To minimize the risk associated
with property management groups, VEDO maintains an inventory of the accounts
associated with each property management group. Property management groups are
monitored as a single customer, regardless of the number of meters, OQutstanding
balances on one account transiate to an outstanding balance for the entirc group. Account
deposits are evaluated based on the payment history of all meters.*’

Optimizing terminations. Terminations are prioritized on a number of variables including
number of discormect notices, number of past due bills, total arrcarages, months as a
customer, and months since the last payment,*®

Tracing returned mail and tracking customers that have skipped town. VEDO utilizes an
independent “person finding” service to pursue former customers that have unpaid debts.

Pursuing fraud and theft of service. VEDO utilizes all civil and criminal legal avenues
available to recover revenues from theﬂ and fraud. VEDO secks triple damages in
compensation when snuauons go to court.®

“1Boling
* | Goodge

* Thid.

el Bmder from L. Friedeman {Goodge tab)
* Binder from L. Friedeman (Boling tab)
“1 Boling
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18. VEDO has negotiated an innovative contract with its field collections contractor. FieldStar is
compensated based solely on how many DNPs are completed or dollars are collected and
how many assigned door tags are delivered.*

19. While VEDO’s collections timeline is reasonable, it has a three-day lag between issuing the
ten-day notification and the time it begins terminations, which could be eliminated.

o Bilis are due at fourteen days.

e VEDO customers are eligible for termination forty-eight days after the bill is issued in the
summer and sixty-four days after the bill is issued in the winter.

Recommendations

8. Eliminate the three-day lag that occurs before non-pay disconnects are performed. (Refers to
Conclusion No. III-19)

1 Riffle
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CHAPTER 1V: INITIAL SCREENING AND DEPOSITS

This Chapter provides a discussion of the Ohio gas utilities’ processes for establishing
customer credit worthiness and determining the need for deposits.

A. Summary of Regulatory Requirements

Ohio Administrative Code (OAC) Chapter 4901:1-17 sets forth requirements for the utilities
to use in establishing credit worthiness and requesting deposits from residential customers. The
utilities must establish and administer their credit procedures in a non-discriminatory manner and
must base credit procedures upon the credit risk of the individual without regard to the collective
credit reputation of the area in which the customer lives. Chapter 4901:1-13-08 similarly
requires that the utilities establish equitable and non-discriminatory written procedures to
determine creditworthiness of customers for small commercial gas service. '

Deposits — Residential Customers

The utility may require an applicant for residential service to satisfactorily demonstrate
financial responsibility, which is established if the applicant meets onc of the following criteria:

o Is the owner of the premises or of other real estate within the territory and has
demonstrated financial responsibility.

» Can demonstrate satisfactory credit risk by a means that can be quickly and inexpensively
checked by the utility.

« Had the same class and a similar service within twenty-four consecutive months and was
not disconnected for non-payment within the previous twelve months or received two
consecutive past due bills during the previous twelve months.

» Makes a cash deposit.
» Furnishes a creditworthy guarantor.

Customers must be informed of all options available to them to establish credit. An applicant
who owes an unpaid bill for previous residential service is not considered to have satisfactorily
established or re-established his/her financial responsibility as long as the bill remains unpaid.

The utilities may require a customer to make a deposit or an additional deposit on an existing
account to re-establish creditworthiness for tariff service based on the customer’s credit history
with the company. After considering the totality of the circumstances, the utility may require a
customer whose service it has disconnected to pay a deposit, the delinquent bill, and the
reconnection charges prior to restoring service. A deposit may also be required if the customer
meets one of the following criteria:
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« The customer has not made full payment or payment arrangements by the due date for
two consecutive bills during the preceding twelve months.

« The customer was issued a disconnection notice for non-payment two or more times in
the previous twelve months.

« The customer had service with the utility in the previous twelve months and had service
disconnected for nonpayment, fraud, tampering or unauthorized re-connection.

According to the Code, the utilities may not require a deposit of greater than 1/12 of the
estimated charge for the previous twelve months plus thirty percent (or 130 percent) of the
estimated monthly charge. Interest must be accrued at a rate of at least three per cent per annum.
The interest accrued need not be applied to the deposit if held for less than 180 days. Interest
does not accrue after discontinuance of service.

Depaosits plus any interest are to bé applied to the final bill with any remainder réfunded to
the customer. Service transfers within the service territory of the utility do not prompt a refund.
The utilities must review each account with a deposit or guarantor every twelve months and
refund or credit both deposit and interest if the account meets the following criteria:

+ The customer has paid their bill for twelve consecutive months without disconnection for
nonpayment.

+ The customer has not paid their bill late on more than two occasions.
« The customer is not delinquent at the time of the review.

If the customer should request and they have otherwise established credit as defined in the
regulations, the deposit plus interest will be refunded or credited.

Deposits — Small Commercial

The wiibties may require deposits of commercial customers in order to esiablish or re-
establish service, and small commercial customers can be refused service or have service
terminated for failure to pay bills and any tariff charges, including deposits and amounts not in
bons fide dispute. If the utility requires a deposit, it must communicate to the small commercial
customer the reason for its decision and options available to establish credit. The small commer-
cial customer may contest the utility’s decision and show creditworthiness. The utilities are
required to review each small commercial account for which it has held 2 deposit for twenty-four
months and promptly refund the deposit or credit the small commercial customer's account, plus
any interest accrued, if during the preceding twenty-four months all of the following conditions
are satisfied:

.

s The small commercial customer's service was not disconnected for nonpayment, a
frauduient practice, tampering, or unauthorized reconnection.

» The small commercial customer had no more than three past due bills.
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o The small commercial customer is not then delinquent in payment of bills.

The utility must pay interest of not less than three per cent per annum on a deposit, provided
the company has held the deposit for at least six consecutive months. When service is
terminated or disconnected, the utility must promptly apply the deposit and interest accrued to
the final bill, and refund any amount in excess of the final bill to the small commercial customer.
A transfer of service from one premise to another premise within the service arca shall not be
considered a disconnection for this purpose.

B. Preferred Practices
The Ohio gas companies were evaluated against the following preferred practices:

o The utility has a process for verifying the customer’s identity to minimize fraud and
identity theft.

» The utility checks for past dues halances prior to initiating service. Past due balances are
linked to the new account and paid before service is turmed on.

« The utility establishes customer creditworthiness, and the customer creditworthiness/risk
assessment is reflected in the collections strategy.

« The utilities require deposits where possible based on assessed risk for both new and
existing customers, and in compliance with regulations,

o The utility has an appropriate system of quality controls to ensure deposits are taken
where required.

C.Key Practice Comparison

Exhibit IV-1 provides a comparison of key collections practices. Additional details
regarding each utility’s activities are provided in later sections.

Exhibit IV-1
Key Practice Comparison - Initial Screening and Deposits

Identity Verified NA Yes Yes Yes Yes
Seatch for Past Due NA. Yes Yes Yes Yes
Balanges Performed

Balances billed or NA Yes, subject to Must be paid Must be paid Must be paid
must be paid before WRO

service turned on
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Credit scoring/ _ Yes. Differs Yes. Includes
creditworthiness from subsequent | only, nocredit | credit scoting,
process exists behavioral scoring done Red, Yellow,
scoring for Green or np
termination path record drives
determination further review
Timing N/A Before five Before five Before five Presented as
creditworthiness | creditworthiness | creditworthiness choice with
options options options other
presented presented presented creditworthiness
options
Type of scoring N/A Equifax Intemal only Experian Equifax utility

Score

Required fornew Ifunableto |  Ifunable to

Allowed if If unable to If unable to
residential : unable to establish establish establish ¢stablish
custormers establish creditworthiness | creditworthiness | creditworthiness | creditworthiness

creditworthiness _
Required for new Allowed Yes, based on 1f unable to All commercial | Deposit or letter
commercial scoring establish customers of credit
customers creditworthiness | required to paya

deposit

Required for Allowed if two No Yes, if two If customer has No
delincuent consecutive late, disconnection not made full
residential ar two notices within | bill payment for
customers disconnects twelve months | two consecutive

notices in twelve raonths?
: months
Required for Alfowed Yes, except for | Yes, except for For two NPD Yes, excc?t for
residential non-pay 1 PIPP. PIPP. Billedin | orders in twelve PIPP
disconnect (NPD) three months, has
reconnected installments, been
customer none required to | disconnected for

be paid pricr to | nonpayment or
reconnéction tampering or

customer has
filed for ;
bankruptcy
Required for Allowed No Yes Yes Occasionally
delinquent C&I for commercial
customers and industrial
(C&I). Always
for property
managemeit
groups
Required for C&I Allowed Yes Yes Yes Yes
NPD reconnected .
customer

' Commercial customers can also provide a bank letter of credit to satisfy the deposit
PIPP exchided

3 Ibid. Duke policies are inconsistent in this regard

* Data Response 1-11
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ansbdledur R

paid before service three

turned on installments

Interest Rate paid Min. three Three percent Three percent Five percent® Three percent
percent

D, Columbia Gas Ohio (CGO)

Background

When a new customer requests service, a Customer Service Represcotative (CSR) validates
the customer’s identity and CGO’s DIS billing system automatically determines if a security
deposit is required based on the customer’s credit history with CGO (existing or prior customer 2
or by an external national credit network score (new customer), and the amount of the deposit.
This score differs from the behavioral risk score used to determine the delinquency/termination
noiification process. Security deposit requirements are determined first; however, in lien of
paying the security deposit, customers may satlsfy the financial responsibility requirement by
one of the other methods defined by the OAC.? As part of CGO’s rate case settlement in 2008,
security deposits for new customers are billed in three installmenis and service is turned on
before the deposit is received.

Conclusions

1. CGO uses an appropriate process to verify customer identity and determine security deposit
requirements for new service requests.

» In accordance with Federal regulations, CGO has established a Red Flag Program to
combat identity theft. Examples of “red flags™ include: an applicant for service presents
a suspncxous identification document; fraudulent activity related to a customer account;
or, suspicious behavior regarding access, use or loss of customer information.® CGO has
developed red flag procedures and training materials for its CSRs.

» CGO uses Equifax Pos-ID to verify customer identity and detect red flags, as the first
step in the service request process. Pos-ID authenticates the customer’s social security
number, verifies that the information oprowded by the customer matches and that there are
not any identity thefl security alerts.’

» If Equifax returns a fraud alert, or the CSR suspecis fraud, gas is not tumed on for three
days while an investigation is performed to determine if fraud exists.”!

$ " Data Response 1-11
5 Document Response 1-25. This is now reduced 1o three percent
! - Document Response 1-10
Document Response 1-10, Customer Security Deposits — Ohio and December 16, 2009 10 am interview
Document Response 1-12
** Document Response 1-25
! Document Respanse 1-25
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+ Equifax is also used to determine the need for a security deposit for new customers. If
the utility credit score determines that the applicant is a credit risk, a security deposit is
required, unless the apphcant can establish creditworthiness through the other means
allowed by the regulation.

¢+ CGO requires deposits of all new commercials customers that do not meet the
creditworthiness cmena, and prior commercial customers based on the customer’s
payment history.* In lieu of panngadeposﬂ commercial customers have the option of
providing a utility letter of credit, an insurer bond, or an irrevocable letter of credit from a
financial institution.'*

» CGO requires deposits of new and prior residential customers that do not meet
creditworthiness criteria as determined by PUCO requirements and the initial credit
check or prior credit history.

+ Current and prior customers arc assessed a security deposit if the customer has an
outstanding balance or if the customer has a poor or limited payment history with CGO.

2. Security deposits are collected on about forty percent of accounts turned on (cither new
service or non-pay disconnect reconnects).

+ CGO maintains a security deposit override report, which tracks the number of accounts
eligible for security deposits and the number taken, for each call center employee. The
results are reviewed by the call center team leads as well as revenue recovery. '*

» During the period January through November 2009, CGO had 296,520 service requests;
126,175 (or forty-three percent) of these customers failed either the Equifax or internal
credit checks. CGO charged a deposit on ninety-seven percent of these accounts, as
shown in Exhibit IV-2,

Exhibit I'V-2
Security Deposits — Residential and Commercial Customers
January - November 2009

CGO
A“ tlll'l'l-ﬂﬂ Ol'dm 'y
no service with existing meter; old set; new sct; termination/reconnect)
Number of failed credit checks
ifax (new cusiomers) 48.521
Internal {termination/reconnect) 77,654
Total 126,175 42,6
Number of Secusity Deposits Requested 122,564 97.1

Source; **Security Deposit Reports” provided during the December 16, 2009 interviews.

2 December 16, 2009 16 am interview
> December 16,2009 10 am interview
Documem Response 1-25
** Sec Dep Override Report — Sample, “Security Deposits Reports” provided during December 16, 2009 interviews
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« The amount of deposits collected has increased each year from 2007 10 2009. CGO
collected $11.1 million in deposits between January and October 2009,'¢

-3. Although allowed by regulation, CGO does not require deposits of delinquent, non-
terminated customers (residential or commercial),

» CGO does not require deposits from delinquent residential customers or customers that
were sent termination notices but were not disconnected.

- According to the OAC, a deposit may be required of delinquent customers if the
customer meets one of the following criteria: the customer has not made full payment
or payment arrangements by the due date for two consecutive bills in the previous
twelve months or if the customer has been issued a disconnection notice for
nonpayment two or more times in the previous twelve months.

- CGO’s billing system is not set up to require deposits strictly for delinquencies;
however, CGO has requested that its information technology department (IT) price
the cost of modifications to allow mid-stream deposits,’” .
¢ CGO does not require deposits from delinquent commercial customers.
« No deposits are required of PIPP customers. '®

+ For non-PIPP customers uging the $175 winter reconnection order, the $175 is first
applied to the initial one-third deposit installment payment.

4. CGO appropriately requites deposits from residential customers and commercial customers
that it has disconnected for nonpayment.

5. CGO holds, applies, and returns deposits as specified by PUCO regulations.

« Deposit rules are programmed into the DIS billing system, and deposits are automatically
released based on the parameters coded into the system.

o Deposits are generally billed in three installments and are set at the maximum allowed by
the OAC (130 percent of the estimated monthly charge).?

+ Deposits are applied to the account after twelve months of timely consecutive payments,
Refund checks are not issued unless the customer specifically requests a refund or the
account has a credit balance.”’

'8 C&C Tracker (with Graphs) — COH Deposits Collected, “Security Deposits Reports™ provided during December
16, 2009 interviews

17 December 16, 2009 10 am interview

8 December 16, 2009 10 am interview

1 December 16, 2009 10 am interview

» Document Response 1-10

A December 16, 2009 10 am interview
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« Interest at three percent is added to deposits held more than 180 days. No interest is paid
for deposits held less than 180 days.

Recommendations

1. BEvaluate the cost-effectiveness of the system modifications necessary to charge deposits for
delinquent, non-terminated customers (residential and commercial) as allowed by the OAC.
{Refers to Conclusion 1V-3)

E. Dominion East Qhio (DEO)

DEQ’s CSRs handle all requests for new service, working with the same CCS customer
information system used for billing and service requests. DEO procedures require that only the
individual who will be responsible for the bills can establish service. The applicant’s identity is
confirmed using Experian, The CCS enebles the CSR to identify prior accounts and link bill
payment history and any past due amounts to the current applicant and new account. Applicants
must resolve any prior past due amounts by either paying the balance due or entering into a
payment arrangement prior fo new service being turned on.

DEO does not require service deposits from any customer with a good prior credit history
with the company, and does not obtain an outside credit score for new customers. Deposits are
required from customers who cannot establish their identity through the third-party vendor; when
the customer has a prior past due balance, bankruptcy, energy diversion charge or disconnection
for non-pay on the DEO system. Customers with active service who have had more than one
disconnect notice in the prior twelve months, or have had a retumed payment (e.g., NSF or
account closed), even if the service was never disconnected, are assessed a deposit through the
deposit warning and request process. A security deposit warning letter is sent when the customer
receives the first disconnection notice or payment is returned. If a second disconnection notice
or returned item occurs within twelve months, a deposit is added to the account.”

Where a deposit is required, the CIS antomatically sets the deposit requirements at 130
percent of the prior average monthly bill at the premises. DEO has a minimum deposit of $20
for residential customers and $200 for commercial accounts. In keeping with PUCO regulations,
an applicant can establish credit in lieu of paying the deposit by showing ownership of the
premises or some other piece of real estate within the service territary (OAC 4901:1-17-03).
DEO hills the deposit over three months in accordance with a settlement reached in DEQ’s 2007
rate case.”® No portion of the deposit has to be paid prior to initiating service.

2 DEO Orientation Presentation and Verification Response
* Company presentation, p. 42
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Conclusions

6. DEO has appropriate systems to verify the identity of individuals and businesses desiring to
initiate service and to ensure that any past due balances are linked to new accounts.

Individuals calling to initiaie or transfer service are identified using name, prior
addresses, and social security number. Customer identity is verified through a third-party
vendor (Experian) that checks against similar names and addresses.

CSRs are able to identify past due balances associated with prior accounts (linked by
social security number), and transfer them to the new account. The customer must pay
the past due balance and a deposit to re-establish service.

A batch process program checks social security numbers of new account holders against
past due acconnds each night. Accounts that are not maiched by the baich process are
reviewed and balances may be manually transferred (for example, if the batch process
rejected the transfer because the last name did not match due to marriage). CSRs perform
manual checks to ensure that prior past due balances are correctly linked to individuals
opening new accounts.”*

7. While DEO does not currently perform credit scoring, it is in the process of adding a credit
scoring system, |

8. DEO has an appropriate process for assessing security deposits for delinguent customers.

. DEO collected deposits from 70,000 new customers over the past three years.” As of

January 1, 2010, DEO had 1.1 miltion deposits on hand, totaling $17.2 million.*®

PIPP customers are not charged a deposit, regardless of their past history with the
company, except that if the PIPP customer has an energy diversion charge, that charge
must be paid prior to re-starting service.”’

Residential customers with two termination notices or returned checks within a twelve-
month period are assessed deposits.”®

The system used by the CSRs to set up service automatically determines whether a
deposit is required from a service applicant.

Customer service supervisors, internal controls and audit oversight ensure that CSRs do
not watve deposits inappropriately.

DEQO is in the process of adding credit scores to their deposit assessment process.” This
may increase the number of customers from whom deposits are required.

*IDR 27

% DR EOG-3-7

*PCSRP390 Summary List of Security Deposits by Local Office, provided 4/29/10.
 Company presentation, p. 42

32 DEO Orientetion Presentation and Verification Response
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9. DEO holds, applies and retamms deposits as specified by PUCO regulations.

» Deposits are applied to the account after twelve months of timely consecutive payments.
Refund checks are not issued to customers with open accounts.

» Commercial deposits are not autometically applied to accounts. Instead, commercial
accounts are reviewed afier two years, and the deposit may be applied based on payment
history and financial stability of the company.

» Interest at three percent is added to deposits held more than 180 days.”!

» An average of 65,750 deposits were applied against past due balances in each of the past
three years.”

Recommendations

2. Incorporate third-party credit scores into the deposit assessment process to obtain deposits
from more customers. {Refers to Conclusions No. IV-7)

F. Duke Energy Ohio (Duke)

Prior to providing service to both residential and non-residential customers, Duke performs a
check to determine if a security deposit is required and the amount of the deposit. For residential
customers, credit is validated based on the customer’s prior history with Duke or using the
Experian TEC Risk Model for residential credit checks. A credit reference letier from another
utility or other means, as allowed by regulation, may also be provided for consideration in
determining creditworthiness.  For non-residential customers, an internal assessment is
performed to determine if the customer has previously established credit. If the customer has not
established credit, Duke requires a deposit for all new non-residential customers.

When a customer requests new service at an existing location the previous usage is used to
determine usage patterns and deposit requirements. The customer also provides information
which can be used to determine usage. This includes square footage, type of heat, type of water
heater, and type of appliances. Duke calculates an estimated gas consumption which is then used
to determine the deposit amount. The deposit is calculated as 130 percent of estimated monthly
usage. A minimum deposit threshold of $25 is established for residential accounts. Deposits are
waived for those customers participating in the PIPP and WRO. A similar process is used for
non-residential accounts although the information collected differs. A minimum deposit
threshold of $100 is established for non-residential accounts.

For existing residential customers who arec rc-establishing service or who have specific
delinquent payment patterns, the customer’s payment history is the trigger for requiring a deposit
to reestablish or continue service. Specifically, a residential customer who has had two non-pay

* On-site interviews
* Company presentation, p. 43
3 .
Thid
2 DR EOG-3-8
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disconnect notices in the prior twelve months or who has filed for bankruptcy will be required to
make a deposit using the deposit guidelines described above, **

Conclusions
10. Duke verifies customer identity and checks for past dus balances when initiating service.

« All requests for new service are routed to the Duke Credit Call Center where an initial
agsessment takes place to determine if the customer has previously established credit with
Duke. The first siep in the procass is identity verification.

« Agents check names and addresses to determine if the applicant has previously had
service with Duke, but has not provided the information. This check is performed to
identify and collect past due balances from customers attempting to initiate new service
with outstanding balances still owed on a previous account.

}1. While Duke has a formal process for determining credit worthiness, its threshold for credit
worthiness may not be appropriate.

» If the customer has previously established good credit with Duke then no deposit is
required. If the customer has not previously established credit, the agent will ask
permission to perform a credit check. If a customer scores greater than 600 then the
security deposit is waived. If the score is less than 600, a deposit is required. The credit
check is also used as a first step in identifying fraud. If the customer denies the request
for a credit check, a deposit is required.**

« There has been no yecent analysis to validate that the score of 600 is appropriate under
the current economic conditions and directly provides the desired results of reducing bad
debt exposure while maintaining customer goodwill. While the economy has changed
drastically, the credit score threshold has not changed. The scoring is also not part of any
overall strategy which specifically assigns a bad debt reduction or control target to the
score level.

12. Duke has an aggressive policy for pursuing deposits,

» Duke’s strategy is to ensure adequate security coverage by identifying potential bad debt
risk and mitigating that risk to the extent possible.

+ Duke requires deposits of existing, delinquent residential customers. According to
Duke’s written policies and procedures, deposits are required on accounts that have
received two non-pay disconnect-eligible orders within twelve months and accounts that
it has disconnected for tampering or non-payment. >* Deposits are automatically applied

% Duke written policies and training material are inconsistent in this regard. See DR 01-001 page 22 of 27 and DR
01-010 page | of 11

3 Initial presentation handout, DR 025

% DR 01-010, page 1 of 11
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to the customer’s next bill.** Deposit eligibili% is determined by parameters built into
the system and requires no manual intervention.

» For commercial accounts, all new accounts and existing commercial accounts that have
been non-pay disconnect-eligible twice in a twelve month period are required to pay
deposits.

¢ New residential customers that do not meet the credit scoring criteria are required to pay
a deposit. Customers that refuse to provide a social security number, or do not have or do
not remember their social security number are also required to pay a deposit,

o Customers that have filed bankruptcy, engaged in tampering, fraud or theft of service are
required to pay deposits.

» Customers with accounts that have charged off are required to pay deposits,

» Customers that have had service terminated for nonpayment must pay a deposit in order
to have service reconnected.

13. Despite the existence of procedures designed to check for past due balances, a number of
customers with outstanding balances have been allowed to establish new service without
paying past arrearages.

« Despite the screening process and credit reporting, 2 number of Duke customers are being
provided new service without being identified as owing past due balances.

+ Duke has an accounts receivable group that is dedicated to researching new service
applications and identifying those which should have had deposits applied,

14. Duke’s policies regarding screening and the collection and refund of customer deposits
follow regulatory guidelines.

« Duke's policies regarding credit worthiness and deposits adhere to the regulatory
guidelines set forth in the OAC Chapter 4901.

» Interest paid on deposits (five percent} is actually higher than required by the OAC (three
percent).

» Deposits for residential accounts in good standing will be credited fo the customer’s
account afier twelve months. Non-residential customer deposits are eligible for return
after twenty-four months.

Recommendstions .

3. Perform an analysis to determine if the TEC Risk Model Score threshold used to determine
residential deposit is appropriate. (Refers to Conclusion No. 1V-10)

* Duke Verification Response and discussion
* Midlife Security Deposits document received April 7, 2010
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+ At a minimum, Duke should stratify its residential bad debt accounts based on a range of
TEC Risk Model Scores.

s Duke éhould also have en overall strategy for why thresholds are set at a certain level and
what benefits would be expected from changing the scoring threshold (i.e., reising the
score to 625 will reduce bad debt by x percent).

4. Rigorously examine the initial screening process to determine where weaknesses exist that
allows customers to receive new service without clearing previous balances. (Refers to
Conclusion No. IV-12)

» As a result of efforts already underway Duke has identified a sample set of customers
who have continued to receive service when Duke should have required them to clear
arrearages.

« Using this sample as a starting point, Duke should identify specific improvement
opportunities, establish procedures and controls to ensure prior balances are identified
and linked to the new account, and develop and track metrics to ensure controls are
functioning properly.

G.Vectren Energy Delivery of Ohio (VEDQO)

Initial customer screening and risk assessment is conducted by VEDO’s call center in
Evansville, Indiana. Customer records along with billing and payments are contained within
VEDO’s Banner Billing System. Customers can request service via telephone, facsimile, web
interface, and written letter. Regardless of the method used to request service, all potential
customers undergo a screening interview.

For residential customers, VEDO first requests a phone number and determines whether that
number is associated with any accounts currently in the Banner system. This information allows
VEDO to determine whether the name on the account matches the person calling, and assess the
customer’s payment history, including unpaid balances. After the telephone number is reviewed,
the formal interview begins. Existing customers are asked to validate the social security number
on the account and new customers are asked if they would provide a social security number.
This information is used to validate the customer’s identity.

The customer is then required to establish credit worthiness. Only after the customer meets
the credit worthiness requirement, can a service connection be processed. For new customers,
the following five options are presented to the customer as means to satisfy the creditworthiness
requirement;

Credit refercnce from another utility

Passing of a credit inquiry via Equifax, passing score is 700
Guarantor letter

Own property

Deposit
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For existing and previous customers, the CSR reviews the customer’s credit history. If the
payment history is good, no deposit is required; otherwise, one is assessed based on the expected
monthly average bill plus any unpaid balances. A good payment history is defined as one where
the customer does not owe VEDO a debt and:

» Customer has made full payment or payment arrangements by the due date at minimum
every other month for the preceding twelve months.
Customer had one or less disconnect notices
Customer was not disconnected for nonpayment, fraud, tampeting, or unauthorized
reconnection, >

All new commercial customess are required 1o pay a deposit prior to initiating service. A
new customer is defined as one that has not had active service in the previous thirty days. The
deposit is 130 percent of the average expected or actual bill for the facility. Existing commercial
customers transferring service must pass VEDO’s credit requirements or provide a deposit for
the new premises: '

+« The customer did not receive two aor more consecutive disconnect notices in the last
twenty-four months. >

» The customer did not receive three or more disconnect notices in the past twenty-four
months,*’

Property management companies are viewed as a single customer with multiple meters. Poor
payment performance at any location requires a deposit on all accounts,

Conclusions

15. VEDO has appropriate systems to verify the identity of individuals and businesses requesting
service and ensure that any past due balances are linked to new accounts.

» Individuals calling to initiate or transfer service are identified using name, prior
addresses, and social security number. Customer identity is verified through Equifax. If
the customer-provided name matches the name provided by Equifax, positive
identification is established, If an interviewee refuses to provide a social security
number, VEDO rcc&uires that a form be submitted with a copy of a government-issued
identification card.”

» Any past due balances associated with prior accounts are transferred to the new account,
and the customer must pay the past due balance and a deposit to re-establish service.

38 YVEDO Verification Response
¥pR 11

“pR11

4 [ Goodge

“2 [bid.
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16. VEDO has established process for determining new customer creditworthiness in accordance
with PUCO regulations.

» CSRs offer customers all five options to establish credit worthiness. Most customers opt
for passing a credit ill‘«'l“ifY-% VEDO utilizes a passing score of 700 per Equifax’s
recommendation. The score is calculated only on payment of ‘utility like’ bills. VEDO
has determined that fifty percent of customers fail at this level and thus weuld be
assessed a utility deposit unless they met one of the other credit worthy conditions. !

s Using the information provided by the Banner customer information system, the CSRs
determine whether a deposit is required from a residential service applicant. The system
contains customer payment history including whether the applicant was a previous
customer that owed a debt, received two or more disconnect notices in the previous
twelve months, or was disconnected for non-payment or fraud, and requires the payment
of a deposit prior to establishing service. VEDQ procedures require the CSR to input the
method of credit worthiness chosen prior to scheduling the service order. If none of the
four non-deposit options are selected, a deposit is required. The system automatically
calculates the deposit based on historical usage of the facility.*

¢ New commercial customers are required to render a deposit prior to establishing service.
A letter of credit from a bank may be used in lieu of a deposxt A new commercnal
customer is a customer that has not had service with VEDO in the previous thirty days.*®

« During 2009, VEDO held $5.9 million in deposits on 43,950 accounts - approx:mately
fourteen percent of all accounts. PIPP customers aze no longer assessed deposits. ¥’

17. VEDO does not utilize mid-stream deposits to minimize risk.

» Residential customers are not assessed mid-stream deposits based on delinquency or
number of disconnect notices issued. Residential and commercial customers are assessed
deposits to re-connect service after disconnection for non-payment.*®

. Com:nerclal customers are occasionally assessed mid-stream deposits due to perceived
risk,*

18. VEDO holds, applies, and returns deposits as specified by PUCO regulations

o Deposits are applied to accounts when the customer has made timely, consecutive
payment nine of the previous twelve months; the deposit is applied at month twelve.
Refund checks are not issued to customers with open accounts but the deposit is credited
to the accoumt.

By Brénn

“ Email from R. Boling April 2, 2010 to D. Francis
S VEDO Verification Response

%DR 11

*" Email from R. Boling April 2, 2010 to D. Francis
“DR 11

¥ Ibid,
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» Commercial accounts are reviewed after two years, and the deposit may be refimded
based on the payment history.

» Interest at three. percent is added to deposits held more than 180 days.®
Recommendations

5. Evaluate the cost-effectiveness of assessing mid-stream deposits for the following: (Refers
to Conclusion IV-16)

» Residential customers that have received two or more disconnect notices within the past
twelve months.

» Commercial customers that have received a disconnect notice.

50 Ibid
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CHAPTER V: TERMINATIONS AND PAYMENT ARRANGEMENTS

This Chapter provides a discussion of the Ohio gas utilities’ practices related to termination
and reconnection of service. It also addresses the extended payment plans and bill assistance
programs offered by the Ohio gas utilities, including those mandated by state regulations and
those offered by the utilities on a voluntary basis.

A.Summary of Regulatory Requirements

Terminations

According to Ohio Administrative Code (DAC) Chapter 4901:1-13-11, bills issued by the
utilities are to be accurate and rendered at regular intervals, and shall be due not less then
fourteen days from the date of the postmark on the bill, When a customer pays a bill at the
utility’s office or authorized payment agent, the payment must be immediately credited to the
customer’s account where feasible, but no later than the date received at the office or payment
agent. With proper notification, the Ohio utilities are able to terminate service to residential and
non-residential customers for reasons of non-payment. The utilities cannot disconnect service if
the customer pays the total amount due or the agreed upon payment amount by the close of
business on the date listed on the disconnection notice.

Commercial Customers

A utility may deny or disconnect service to commercial customers when the customer does
not meet the utility’s creditworthiness standards. A utility may also deny service when a former
small commercial customer, whose account is still in arrears for service previously furnished at a
premise has again requested service for that premise. The utilities must provide the commercial
customer with five business days (after post-mark date) written notice of intent to disconnect,
The disconnect notice must specify the account number, past due amount, deposit owed and any
reconnection charges, the earliest date disconnection may occur, as well as other required
notifications. In accordance with Chapters 4901:1-13-08 of the Code, commercial customers can
be terminated for failure to pay bills and any tariff charges, including deposits; however, service
may not be terminated for disputed amounts.

Residential Customers

Residential customers can be terminated for nonpayment, including nonpayment of security
deposits applied to delinquent bills as a condition for continued service, upon compliance with
the provisions and procedures set forth in the OAC. An individually metered residential account
is considered delinquent when the customer has not made the full payment or arrangements for
payment by the due date, for any given bill containing a previous balance for regulated services,
or when the customer is in default on or fails to make the initial payment on an extended
payment plan. The minimum payment necessary to avoid disconnection cannot be greater than
the delinquent amount.
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The utilities are required to provide individually-metered residential customers with fourteen-
day notification prior to disconnection during the non-winter period (April 16 — October 31) and
an additional ten-day notification during the winter moratorium period (November 1 — April 15).
For the winter periods prior to November 1, 2010, for Duke, DEO and VEDO, the additional ten-
day notice had to be made by persenal contact, telephone, or hand-delivered written notice. The
November 1, 2010 rule changes allow all gas companies to provide the additional ten day
notification via mail. This change was implemented early for CGO as part of a seftlement
agreement. On the day of disconneetion, the utilities must provide the customer with a personal
notice. A written notice can be posted on the premise if an adult is not at home. The utility
cannot disconnect a residential customer after 12:30 pm, if reconnect and payment arrangement
services are not provided by the utility on the following day.

The utilities are not able to disconnect residential customers for nonpayment if the customer
has a certified health condition. A medical certificate will prevent disconnection for thirty days,
and can be used to restore service. Medical certificates may be used or renewed two additional
times, not to exceed a total of ninety days per homsehold in any twelve-month period.
Customers using a medical certificate must enter into an extended payment arrangement, with
the initial installment due not prior to the end of the certification period.

The utilities can disconnect the service of individuals whose utility services are included in
their rent and of tenants with master-metered service for which the customer is the landlord upon
providing an appropriate fourteen-day notification and an additional ten-day notification (year
round).

In addition to the termination notification requirements outlined in the Code, in past years the
PUCO issued a moratorium on the termination of residential customers for various periods
during the winter at the request of the Governor. For example, on December 17, 2007, a ninety-
day moratorium which applied to residential customers whose household income was at or below
175 percent of the federal poverty guidelines was issued.! The moratorium was valid as long as
the customer was on an extended payment plan or agreed to enrell in FIPP or another PUCO-
ordered payment arrangement. A similar moratorium was also in effect for the 2008-09 winter
period; however, the 2008-09 moratorium did not have income as a qualifier. The utilities were
asked to not turn off any service regardless of income level. The Governor did not issue a
moratorium for the 2009-10 winter period.

In addition to the special winter moratoria, a Winter Reconnect Order (WRQ) is in effect
each year. The WRO allows residential customers who are disconnected or threatened with
disconnection the opportunity to pay $175 and enter into a payment arrangement in order to
maintain or reestablish service, regardless of the past due balance on the account. The WOR
applies to all residential customers regardless of income level,

Reconnection

Under current regulations, unless otherwise agreed to, upon payment of the full amount or
any agreed-upon payment arrangement amount and required deposits, the utility must reconnect

' December 19, 2007 News Release
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the service by the close of the following regular working day after payment. The amount owed
is either the delinquent amount for which the customer was disconmected or the payment
arrangement amount, The utilities cannot require that the customer pay any amounts owed but
not currently past due, or any amounts owed or past due on other accounts. Customers can have
service reconnected the same day if they provide proof of payment and notify the company no
later than 12:30 pm of the request for same day reconmection. OQAC rule changes to be
implemented on November 1, 2010 eliminate the same/next day reconnection requirement for
customers whose service has been terminated for greater than ten days, For CGO this change is
already in effect.

Payment Arrangements

Extended payment plans are covered in Chapters 4901:1-18 of the OAC. Utilities are
required to inform customers who are delinquent, or wish to avoid a delinquency, that it will
.make extensions or other extended payment plans appropriate for both the customer and the
company. If the customer proposes payment terms, the company has the option to accept or
reject the customer’s proposed terms, based on the account balance, the length of time of the
outstanding balance, the customer’s recent payment history, the reasons why the customer has
not made payment, and any other relevant factors concerning the circumstance of the customer.
If the customer does not propose payment terms, the company is to offer customers the following
payment plans:*

¢ Cumrent plus One-Sixth plan: Six equal monthly payments on arrearages plus the full
payment of current bills.

s One-Third plan; One-third of the balance due each month (arrearage plus current bill),
available during the winter heating season only.

o Percentage of Income Payment Program (PIPP) and the Post-PIPP Arrearage Crediting
program.

e Uniform Payment Plan (Budget Plan): Monthly payments equal to average of prior
year’s bills, adjusted for known changes. Arrearages do not have to be included in the
uniform payment plan, Uniform plans are available only to customers who are not in
default on a previous extended payment plan.

If the customer informs the company of a medical problem, the company is to inform the
customer of the medical certification program. The medical certification does not itself
constitute a payment plan, but customers invoking a medical certification to avoid disconnection
are required to enter into a payment plan or go on PIPP, effective at the expiration of the medical
certification hold.

In addition to these required payment plans, the utilities have the option of offering other
payment plans (e.g., spreading arrearages over different time periods), or short term extensions
where a customer is granted a limited additional time in which to pay their full bill amount.

?{QAC) Chapter 4901:1-18-04
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The Code also sets forth procedures for handling payments for undercharges that arise due to
metering issues or other factors under the utility’s control. In these situations, the amount of
undercharge is to be billed to the customer equally over a twelve-month period (residential) or
over the same period that the undercharge occurred (small commercial).”

Under all the payment plans, failure to either make the initial payment, or to pay the billed
payment plan amount when due, is deemed a defanlt of the payment plan, and customers may be
subject to termination. To avoid disconnection, customers must pay the amount of the payment
plan arrearage, not the total account arrearage.

PI1PP

OAC Chapter 4901:1-18-03(B) specifies that any customer whose household income is equal
to or less than 150 percent of the federal poverty level on an annualized basis is eligible for PIPP.
Under current PIPP guidelines, customers pay ten percent of their monthly household income to
the jurisdictional company that provides the primary source of heat, and five percent to the
jurisdictional company that provides the secondary source of heat. During the summer period,
these customers are o pay the greater of the percent of income or the actual bill* PIPP
customers are required to recertify their annual household income at least once every twelve
months.® PIPP customers must also apply for the Federal Home Energy Assistance Program
(HEAP) and for weatherization programs offered in their area. The utilities are required to apply
any funds received on behalf of a PIPP customer from HEAP to the current bill of that customer.

The Ohio Department of Development (ODOD) is responsible for the initial income
certification and all re-verification. ODOD also sets the amount of the PIPP payment for each
customer. Under current implementation guidelines, ODOD has to contact all PIPP recipients
once a year to obtain current income information, recertify the recipient, and set any changes in
their PIPP payment amount. Customers who do not re-certify their eligibility, or whose income
exceeds the 150 percent cut off, are dropped from the program. ODOD provides the utilities
with electronic files with re-certification and dropped PIPP recipients. The ODOD is authorized
to charge the utilities for the income verification on a per applicant basis. The utilities can
recover these costs through the PIPP rider.®

Low income customers participating in PIPP remain responsible for their entire utility bill,
even though they are only paying a portion of the actual bill. To address the issue of PIPP
arrearages when customers come off PIPP, the PUCO instituted an “arrearage crediting

program”™:’

» During his first twelve months off the PIPP plan, the customer continues to pay the same
amount as during the last month as a qualified PIPP customer,

? Chapter 4901:1-13-04(D}(3)(3) and (G).

* Gas customers are required to make the monthly PIPP payment even though the actual bill may be less.

5 Zero income PIPP customers must recestify that status every 90 days.

* DR-EOG-3-14

? Finding and Order in Case Nos. 88-1115-GE-PIP, 30-705-GE-PIP, and 90-879-GE-ORD, waz, 1993,
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During the second twelve months off the PIPP plan, the customer is required to pay ¢ither
the current bill or a traditional budget billing amount.

During the third twelve months off the PIPP plan, the customer is required to pay either
the current bill or a traditional budget billing amount plus up to $20 extra towards their
arrearage. The utilities are required to match the additional payments up to $20 as a
credit toward the arrearage, and are authorized to recover these credits in the PIPP rider,

Program Changes

Effective November 1, 2010, the payment plans discussed above are modified as follow: 8

Add a One-Ninth Plan: A ninc-month budget amount that includes one-ninth of their
account arrearages.

Modify the One-Third Plan to require that the customer be given the option of paying any
arrearage balance at the end of the one-third period, entering into another payment plan,
or going on PIPP (if qualified).

Clarifies that, if requesied by a customer having trouble complying with any payment
plan, the utility may agree to modify the payment plan to meet both the customers’ and
the utility’s needs.

The new regulations also make changes to PIPP. In particular, beginning in November

2010:°

The required PIPP payment will be reduced to six percent of household income.

PIPP customers are givena sixty—day grace period after their anniversary date to re-verify
cligibility.

PIPP customers must be cumrent on their income-based PIPP payments at their
anniversary date to be able to remain on PIPP for the next year. Customers are given one
billing cycle after the anniversary date to pay any missed PIPP payments before being
removed. Missed PIPP payments are defined to include any delayed payments resulting
from invoking any medical certificate and any payments missed while the customer was
disconnected from gas service.

PIPP customers may only re-enroll in the program after they have made up all missed
PIPP payments, including payments for months when the customer was disconnected
from service.

The new regulations define a “graduate” PIPP customer as a PIPP customer who elected o
end participation in PIPP or is no longer income eligible for PIPP, The regulations establish the
graduate PIPP paymenis as the average of the customer’s last PIPP payment and what would be

% New 4901:1-18-05

? New 4901:1-18-12
V-5 l NORTHSTAR
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their budget bill amount. During the first twelve months as a graduate PIPP customer, the
customer is eligible for the arrearage crediting program, described below. After twelve months,
the graduate PIPP customer is responsible for any remaining arrearage on their account,’® :

The new regulations also establish a PIPP arrearage crediting program, as follows’':

» Every time a PIPP customer makes an on-time payment, the utility is to reduce the
customer’s arrearage by the difference between the current bill amount and the
customer’s required PIPP payment plus 1/24™ of the balance at the time of enrollment or
reenrollment.

« Graduate PIP? customers are credited with the difference between the amount of the
actual bill and the required payment (as specified above), plus 1/12% of the arrearages as
of the time of enrollment in graduate PIPP.

» Neither PIPP nor graduate PIPP customers are eligible for a refund of any credit balance
on their account. Any credit balance at the time a PIPP or graduate PIPP customer is
rendered a final bill is to be credited to the PIPP rider. :

The new regulations clanfy that neither PIPP nor graduate PIPP customers are to be charged
either a deposit to initiate service, or late fees on their bills.'

Winter Reconnect Order (WRO)

Each fall for the past twenty-five years, the PUCO has instituted special reconnection/bill
payment procedures, which are offered to any Ohio utility customer to forestall disconnection of
service for non-payment or to reconnect service during the winter season. These procedures are
handled annually through a PUCO procedurel order."

Under the WRO policies, a utility must suspend any disconnect order, or must reconnect
service already disconnected, so long as the customer pays $175. The payment can come from
the Emergency Home Energy Assistance Program (E-HEAP) or from any other funds. There is
no income requirement associated with the WRO, If the utility uses the $175 payment to have
service reconnected, the utility is allowed to add its approved reconnection charge, up to $36,
plus any security deposit the utility would normally require, and credit the $175 payment against
these charges, with the remainder of the WRO payment being applied to past due arrearages.
Customers using the WRO must also enter into a payment arrangement.

Exhibit V-1 shows the utilization of WROs for the 2008-2009 winter for each of the
utilities.”* Based on this data, the majority of the customers using the WRO (seventy-one
percent) used it to avoid to being disconnected. Of the twenty-nine percent of customers using
the WRO to reconnect service, almost half (forty-six percent) were customers who had not had
service for less than seven days, invoking the WRO immediately afier disconnection. Thirty

" New 4901:1-18-16

n New 4901:1-18-14
12 New 4901:1-18-15

' Order in Case No. 09-782-CE-UNC, for the 2009-2010 winfer season
* Data provided to NorthStar by the PUCO stafY, Feb. 18, 2010

V-a I
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percent used the WRO to restart service after they were disconnected for over ninety days.
These customers most likely had had their service disconnected in the spring, felt they did not
require gas service during the summer, and waited to re-start service until the WRO was
implemented.

Exhibit V-1 also shows that, in aggregate, the average amount required to reconnect or avoid
termination without the WRO was approximately $400, so payment of the $175 under the WRO
recovered about 40 percent of the amount owed to the utilities by these customers {without
consideration of any reconnection fees and deposits that might be charged to these accounts by
the utilities).

Under the WRO procedures, utilities are required to place customers invoking the WRO onto
an extended payment plan at the time the WRO is invoked. Exhibit V-2 shows that 43 percent
of DEO, VEDO and Duke customers using the WRO were already either on PIPP or some other
payment plan. The numbers CGQ has been providing to staff in compliance with the WRO have
been determined by CGO to be not valid. As a result, CGO’s numbers are not included in the
table, Of the 57 percent of DEO, Duke and VEDQ customers using the WRO that were not
already on PIPP or another plan, 21 percent were reported 28 not being placed on & plan after
using the WRO.
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B. Preferred Practices

The Ohio gas companies were evaluated against the following preferred practices: -

The billing cycle does not drive collections activity (e.g., termination notices do not
expire with a new bill).

Collections thresholds are appropriately set and balance collections costs while ensuring
the timeliness and appropriate level of collections activities.

The utility’s ability to disconnect service for nan-payment is not adversely affected by
other work activities.

The utility offers each of the extended payment plans cailed for by the regulations, and
the programs are offered on a consistent basis to all customers.

The utility attempis to obtain full payment from delinquent customers before offering
extended payment plans, including having an appropriate policy regarding short-term
payment extensions.

The utility signs customers up for extended payment plans when they use the WRO.

C. Key Practice Comparison

Exhibit V-3 provides a comparison of key collections practzces Additional details regarding
each utility’s activities are provided in Section D,

Exhibit V-3
Key Practice Comparison — Terminations and Payment Arrangements

ko Acftiedtis st pis
Imcmal moratorium NA 20 degrees 20 degrees 25 degrees 20 degrees
within twenty- within forty- within twenly-
four hours cight hours four hours
Terminations N/A Primarily Exclusively Primarily Dedicated
workforce dedicated Internal staff, dedicated external
collecsors. also do interal * collectors in
Some service collections and collectors Dayton area.
" techs other fieldwork Internal service
techs elsewhere |
Bill due No sooner than Fourteen days Fourteen days Twenty-one Fourtaen days
foureen days days
afler postmark
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Offers short—term |

Tenmnatlon notlce Fwe days Founecn days One day aftlr Five days aﬂer Fourteen days
date commercial and after due for due, which is due after due (same
industrial small fourteen days as residential)
commercial after notice on
{same as bill
residential),
five for
industrial
Earliest Termination | Forty-four days | Forty-fivedays | Forty-fivedays | Eighty-four days | Forty-eight days
Date (residential) non-winter non-winter; non-winter
Fiﬁy-cight days | fi ﬂy-enght days Sixty-three days
Dlsconncct notice NA Medlum to ultra Past due balance Depends upon Past due halance
threshold high-risk >$100, Others credit status. >550
delinquent get reminder | Thresholds used
customers only, notice within each
Threshold status are $100
decreases at high due or deposit
tigk levels past due of §25
or greater
Minimum dollar Varies by risk | Past due balance | Past duc balance | Past due balance
scheduled for segment. >$250 >$100 >$100
disconnection $100 ultra high all customers
risk, $150 high,
$200 medium

fyiihy
G r"

Yes If requested on TOn case-by-mse Yes
extensions case-by-case basis
basis
Offer One-Sixth Yes Yes Yes Yes" Yes
Payment Plan
Offer One-Third Yes Yes Yes Yes Yes
Payment Plan in
Winter
Offer PIPP to Yes Yes Yes Yes Yes
ualified customers
Offer Budget Billing Yes Yes Yes Yes Yes
to qualified
customers
Participate in $175 Yes Yes Yes Yes Yes
Winter Reconnect
Program
Offer additional Allowed Utility fuel fund | PIPP and post Consumer No longer offers
payment plans and uiility crisis | PIPP repayment Credit additional
furl fund, crediting Counseling programs
Income program Service
. Ineligible Separation® .
Payment Plan
15 | Only one six month agreement in a 12-month period if the customer defaults
16 Customers can have one service left on {gas or clectric)
TERMINATIONS AND PAYMENT ARRANGEMENTS V-1 l NORTHSTAR
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e i}

Offer additional Allowed | HeatShare,

v SELHG gt Al

" EncrgyShare HeatShare None

assistance programs WarmChoice® Energy
Asgzistance

D. Columbia Gas of Ohio (CGO)

Background

A delinquent CGO customer will receive a reminder notice or a termination notice based on
their assessed risk level and the dollar amount of the delinquent balance. Customers perceived to
be higher risk receive a termination notice for a lower balance.

CGO provides all residential customers scheduled for termination with the required fourteen-
day notification and the additional ten-day notification during the winter period. Although
commercial customers can be terminated with five-days notice, CGO uses the fowricen-day
notification process for small commercial customers as well as residential, as the meters are read
on the same routes. Large industrial customers are provided five-day notice. During the non-
heating season, shut-off orders ar¢ generated between days forty-four and forty-seven (from the
date the original delinquent bill was issued), and service is terminated (or amounts are collected)
between days forty-five and sixty-one. During the heating season, the required ten-day
natification is provided and service is terminated between days fifty-eight and sixty. On day
sixty-one a new bifl is generated and the collections cycle resets. CGO does not continue to
collect on past due balances once a new bill is issued.

Once a field collector is at a customer’s premise, the collector will attempt to collect
payment, and then terminate service if payment is not received. CGO does not accept cash in the
field; however, customers can pay by electronic check or credit card while the collector is at the
premise to avoid termination. If the customer wishes to pay using cash, they are directed to an
authorized payment location and the field collector will return to the premise to confirm payment
or terminate service if the customer does not call in a payment receipt which will pull the shutoff
order.

During moratorium periods (either internal weather moratoriums or state-mandated winter
season moratoriums) the field collectors continue to perform premise visits in an attempt to
collect delinquent balances, hang door tags (where appropriate), and perform more non-gas work
(e.g., meter change ouls), but are unable to perform non-pay disconnects, CGO uses an
automated dialer to deliver the ten-day notification, but in the event it is unable to deliver the
verbal notice or docs not receive confirmation that the customer received it, CGO mails the
notice. CGO does not terminate customers if the temperature in the customer’s district is
) projected to fall below 20 degrees Fahrenheit within the next twenty-four hours.

Non-pay disconnects are handled by both a dedicated collections work force (internal and
contract collectors) and by CGO’s service technicians. The service technicians supplement the
activities of the dedicated collectors in the urban areas and perform the collections activities in

"7 This is a Duke funded program that supplements bill payments |
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the rural areas. Exhibit V-4 provides a breakdown for CGO’s 28 area office locations. In 2009,
service technicians handled about 16 percent of the NPD volume,'* CGO has 25 contract and 12
internal collectors serving Ohio."

Exhibit V-4
Collections Workforce Distribution

T e S TRGe

5

Service technicians only 12
Combination 1)

Source: Dedicated collectors versus Service Technicians by Location, provided
during December 18, 2009 interview with Manager, Meter Reading & Collections.

CGO’s Integration Center (IC) schedules the non-pay disconnect work based on pre-
determined job times, workload and resource availability. Job time estimates were last reviewed
in 2009, and will be updated now.that CGO no longer hangs door tags.®® Current job time
estimates are 12 minutes for urban areas (including travel time) and 17 mimutes for rural areas.”’
For the dedicated collectors (internal and contractors) the active collection orders are
amomatically dropped by the system into the collectors’ schedules. In the event the workload
exceeds the available resources, the system automatically prioritizes based on days-to-live (i.c.,
days remaining before the account cycles out of the termination queue due to the generation of a
new bill); accounts are not prioritized based on balance due or other factors. If it appears a
collector will complete his/her scheduled work early, the IC will drop additional accounts into
his/her schedule during the course of the day. Tumn-ons are handied by service technicians who
also perform non-pay disconnects in the more rural arcas. For the service technicians, customer
requested services are automatically scheduled by the system and then non-pay disconnects are
added based on remaining resource capacity.

If the field collectors are not able to locate or clean the curb box, the job is coded so follow-
up can take place. Field collectors submit a request to have a crew locate/clean a curb box on
accounts with balances over $500.2 If they need to dig or blow aut a curb box, it automatically
generates a field order. Field personnel are given guidelines of about ten minutes to try to clean
a curb box and ten minutes to try to locate.”

Payment Arrangements

For its customers that become delinquent, CGO offers all PUCO-mandated payment plans:
PIPP, the one-third paymest plan (heating season only), the one-sixth plan, and the $175 heating
season WRO plan. As part of its settlement agreement, CGO also began providing customers
with the one-ninth plan option in October 2009. CGO also offers a basic extended payment plan

'd

¥ December 18, 2009 interview with Manager, Meter Reading & Collections
' March 3, 2010 phone interview and document response 2-12

? December 18, 2009 interview with Manager, Meter Reading & Colfections
2 March 3, 2010 phone interview with IC scheduling, et al

2 Document response 2-15

25 March 3, 2010 phone interview with IC scheduling, et al

V-13

*  NORTHSTAR

TERMINATIONS AND PAYMENT ARRANGEMENTS



CONFIDENTIAL

which is used for back billing adjustments and offered as a last resort for delinquent customers.
Under the basic extended payment plan, the customer pays the current bill each month, plus the
arrears divided over three to twelve months.*

Customers that are no longer income eligible for PIPP may enrell in the Income Ineligible
Payment Plan (IIPP). Customers pay the previous PIPP payment plan amount during months 1
through 12. During months 13 through 23 they pay the current monthly bill amount. From
month 24 until the arrearage is paid, the customer pays the current bill plus an extra amount not
1o exceed $20, and reccives an additional arrearage credit equal to the exira amount.”

CGO offers two additional assistance programs for limited income customers whose income
exceeds the PIPP guidelines:

+ The Utility Fuel Fund is a $2.1 million emergency fund created through a refund from
interstate pipeline suppliers. This fund is administered by community action agencies
and is available to customers with income between 175 and 200 percent of the federal
poverty guidelines.

» The Utility Crisis Fuel Fund comprises $1.85 million in shareholder dollars. It is the
fund of last resort and is available for customers with incomes up to 175 percent of the
federal poverty guidelines. This fund is also administered by the community action
agencies and is available to customers over five heating seasons.

Non-delinquent customers are able to sign up for budget billing, which levels the customer’s
bills over the course of the year. Budget billing amounts are adjusted at least once per year (mid-
year) and may be adjusted more frequently if circumstances warrant (e.g., rate change,
significant change in gas prices). Customers are able to miss a payment and remain on budget
billing.?® Customers may sign up for budget billing at any time during the year if there are no
arrearages on the account. Twenty nine-percent of CGO’s customers are on budget billing.
CGO believes budget billing reduces arrearages. %/

Conclusions

1. CGO field collectors and service techs nitimately work a small percentage of the accounts to
whom it sends termination notices (about twenty-five percent). Most notices are ultimately
not eligible for termination in accordance with CGO guidelines.

» As shown in Exhibit V-5, termination notices are printed on about five percent of CGO’s
bills. CGO does not track the number of customers that are delinquent but only receive
reminder notices. According to CGO’s data, about 25 percent of the notices are
ultimately eligible for and scheduled for disconnection. Customers who pay or enter into
a payment arrangement upon receipt of a disconnect notice are not eligible for or
scheduled for disconnection.

* November 18, 2009 Presentation

 Document Response 1-10

 December 17, 2009 interview Manager, Revenue Recovery
T December 17, 2009 interview Manager, Revenue Recovery
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Exhibit V-§
Termination Notices and Schedulin:

s £ f:i;:'!“-,g, o s il R A - b bt LA LIRS At ,' A. LrKIE] bt
Total number of bills sent to customers (estimate) 17,500,000 17,500,000 13,125,000
Number of termination notices sent 892,999 917,526 745,609
Termination notices as a percent of tatal bitls
(Note 1) 5.1% 5.2% 5.7%
Number of bills eligible and scheduled for termination for
non-payment after application of CGO thresholds 262.350 230,456 187,410
Terminations scheduled as a percent of notices 29.4% 25.1% 25.1%

Note I: Numbers of termination notices do not represent unique customers. An individual customer may receive
multiple notices.
Source: Data Responses 1-14, 1-6 and 1-5.

» CGO reports indicate that seventy-five percent of customers receiving iermination notices
either paid all or a portion of their bill or entered into a payment arrangement with CGO.
CGO’s Information Technology department {IT) reviewed and validated the queries used
10 select the accounts available for termination,”® IT also performed an ad hoc query in
March 2010, to further validate the results. According to the results of IT's analysis:

- InJanuary 2010, CGO sent 62,543 termination notices to customer.

- CGO received a payment on 44,658 of these accounts (seventy-one percent) prior to
the customer being issued a February bill. Payments received were sufficient to avoid
termination.

- IT did not determine what portion of the remaining accounts may have had a LIHEAP
pledge, credit delay, or new pay plan, which would have also prevented termination
on a further portion of the accounts.”’

» In the fourth quarter of 2009, internal Audit (IA) reviewed the behavioral scoring process
and the shutoff orders to ensure orders were properly generated and executed in the field.
The audit found that termination notices and shutoff orders are properly generated by the
billing system.*

- IA randomly sampled twenty-five accounts ranked as high or ultra-high risk, sixteen
of which were Ohio accounts.

- Of the twenty-five sclected, eleven met the parameters for termination notices and
notices were issued.

2 December 16, 2009 interview with Manager, Revenue Recovery, Menager, Meter Reading & Collections, and
Director, Meter to Cash

% March 10, 2010 follow-up response to the March 3, 2010 phone interview

*° MTC Audit Report F_022410 Redacted, provided in the March 10, 2010 follow-up response to the March 3, 2010
phone interview
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- Shut-off orders were properly generated and sent to be worked in the field for the six
accounts which failed to pay.

2. CGQ appropriately measures the performance of its field collectors, who successfully
complete about 60 percent of scheduled trips.

« Field collectors are measured based on positive contacts - the number of accounts shut off
plus the number of accounts collected on premise divided by the total number of shutoff
orders printed.”’

« As shown in Exhibit V-6, CGO’s positive contact ratio was 61 percent in 2009 (i.e., the
termination was executed or the customer paid in response to the trip).

Exhibit V-6
Termination Activities and Results
CGO

iR B T m% gt b i
Shutoff Orders Generated 210,217
Shutoffs Executed 107,747 106,094
Collected on Premise 22,025 22,866
Tota) Positive Contacts 129,772 128.968
Percent 56% 61%

Source: Unsuccessful Trip and Aged Off Data.xls provided in the
March 10, 2010 follow-up to the March 3, 2010 phone interview.

-3. CGO is not able to terminate all eligible or scheduled customers for termination for non-
payment, due to workload, lack of resources and the fact that the life of a disconnect order
ends when & new bill is issued.

¢ CGO does not terminate residential customers if the temperature is projected to fall
below 20 degrees Fahrenheit within the next twenty-four hours. The temperature
threshold is determined by region (29 regions). Exhibit V-7 provides details of the effect
of the temperature moratorium during the month of January 2010. Moratoriums were in
effect for some regions on eleven out of twenty days.

Exhibit ¥-7
Internal Weather Moratorium —- January 2010

28 of 259 Regions

19 of 29 Regions
18 of 29 Regions
7 out of 29 Regions

1
27 of 29 Regions 1
1
1
1

# Document Response 1-7
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Source: Data Response 2-14,

¢ The number of terminations by month varies seasonally as a result of weather restrictions
and regulatory moratoriums, as shown in Exhibit V-8,

Exhibit V-8
Completed Residential Disconnect Orders
CGO

20,000

15,000

10,080

5,000 .

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source; Data Response 1-31

o As shown in Exhibit V.9, CGO was unsuccessful in terminating service or obtaining
payment in 21 percent of the cases and an additional 18 percent aged off the system
before they could be worked. The 18 percent includes accounts that were not assigned,
as well a5 accounts that were assigned but the field resource was not able to get to.*> The .
number of accounts which aged-off the system was down from 2008,

Exhibit V-9
Termination Activities and Results
CGO

IR e L: 534 -1 g
hutoff Orders Generated 230,456 210,217
Successful Trips 129,772 128,960
Percent 56% 61%
Unsuccessful Trips - 32,223 43,744
Percent 14% 21%
Aged Off before Execution 68,461 37,513
Fercent 30% 18%

32 March 3, 2010 conference call.
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Source: Unsuccessful Trip and Aged Off Data.xls provided in the

Mazch 10, 2010 follow-up to the March 3, 2010 phone interview.

The numbers of unsuccessfil trips is somewhat overstated, as in the winter, accounts are
scheduled for termination even if terminations cannot be performed due to internal
temperatire restrictions or regulatory-imposed winter moratoriums. On these trips, the
collector attempts (o obtain payment.

» In 2009, 16,849 of the 43,744 unsuccessful trips (thirty-nine percent) were due to
regulatory constraints, Manifold meters accounted for twenty-six percent as shown in

Exhibit V-10,
_ Exhibit V-10
Unsueccessful Trip Reasons - 2009
CGO
BiN Error, 1%
Elderly / lliness,
Call Center Landlord/ New sz%
Tenant, 0% Customer,
Error, 1% 1%
Other, 0%
Legistlc, 1%
Temperature,
3% Unable to
Locate, 10%
Manifold, 26%
Regulatory,
39% Blocked, 16%

Source: Unsuccessful Trip and Aged Off Dataxls provided in the March 10, 2010
follow-up to the March 3, 2010 phone interview.

4. As aresult of CGO's behavioral scoring parameters, PIPP customers may be delinquent for a
number of months before termination,

¢ Based on delinquency patterns, a PIPP customer may be placed in a higher risk category
which would lower the threshold for termination. As the amount for which the customer
may be terminated is the agreed-upon payment amangement, which for a EIPP customer
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might be relatively low, a PIPP customer may not be scheduled for termination for a
number of months.

5. CGO appropriately attempts to collect the full payment before offering the customers
extended payment options.

If the customer is not able to make the full payment, CGO may offer the customer a
short-term credit delay in an attempt to obiain full payment,

CGO utilizes three types of credit delays: automatic credit delay, first trip delay and
the one-month delay. Automatic credit delays are generated by the billing system and
are used for emergency assistance approval, medical certificates, billing adjustments
and dispute investigations, and when a payment plan is in place. First trip delays are
used when the customer needs a few extra days to make & payment. One month
delays are used when there are extennating circumstances and the customer has kept
previous arrangements or when a payment receipt is manually entered into the
system.

In the non-winter period, the first trip delay delays the termination until later in the
monthly cycle. In the winter, the first trip delay effectively delays the termination for
a month. This occurs because of the winter ten-day notification requirement and the
compression of the time available to terminate customers as CGO resets the clock on
the collections cycle when new bills are generated.

PIPP eligibility is determined early in the call, and if customers are not-PIPP eligible or
IIPP eligible, payment plans are offered in the following order: standard budget billing
{(depending on timing relative to the budget billing cycle and whether customers are
current), WRO (winter only with termination notice), one-sixth plan, one-ninth plan and
the one-third plan (in the winter), and the extended payment plan (with extenuating
circumstances), >

CGO’s call center script outlines the payment options in the order they are 1o be offered,
and CSRs are encouraged to not deviate from the script.*

CGO g;nerates a number of monthly reports tracking payment arrangements and credit
delays.

6. CGO calls delinquent customers who have received termination notices to attempt to obtain
payment or enrall the customer in an extended payment plan prior to terminating service.

7. The majority of CGO’s customers are not on an extended payment plan.

Less than 200,000 of CGO’s 1.4 million customers (residential and commercial) were on
payment plans during 2009, including the basic extended payment plan used for metering

 Dacember 17, 2009 Interview and Call Aid, Document Response 1-11
3 Call Aid, Dacument Response 1-11
3 Document Response 1-10
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and billing adjustments. Exhibit V-11 provides the monthly counts for the period
January through November 2009.

Exhibit V-11
Number of Payment Plans — Residential and Commercigl Customers
Jannary-November 2009
CcGO

N 180,000
160,000
140,000
120,000
100,000

80,000
60,000 -
40,000
20,000

Jan Feb Mar Apr May Jun Jul Aug Sep Qct Nov

Source: Extended Payment Plan Report provided during the December 16, 2009 interviews.

» The majority of CGO’s customers that are on an extended payment plan (not including
budget billing) are either on PIPP or the one-sixth plan, as shown in Exhibit V-12, which
provides the breakdown at January 2009 and July 2009.

Exhibit V-12
Payment Plan Distribution — Residential and Commercial Customers
January and July 2009
CGO
Basic Extended Payment Plan 483 1% 3,276 2%
One-Ninth Plan 5 0% 14 0%
PIPP 100,706 82% £9,551 62%
One-Third Flan 1,534 1% 1,459 1%
One-Sixth Plan 20,344 16% 49,277 34%
Generic Type Plan 3 0% 3 0%
Total Payment Plans 123,475 143,580
Total Customers (November 2009) 1,401,600

Source: Extended Payment Plan Report provided during the December 15, 2009 interviews.
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» Less tglau six to eight percent of CGO’s customers are on PIPP at any point during a

vear.’

8. CGO may not sign customers up for an extended payment plan when the customer uses the

WRO to reconnect service or avoid termination.

* Under the terms of the WRO, customers wishing to have their servwe reconnected or
avoid disconnection using the WRO must enter into a payment plan.*’

o The majority of CGO’s customers using the WRQ to avoid termination or to reconnect
during the winter heat season, were not reported as being placed on a payment plan,

CGO indicates that it has reporting problems in this area.

s As reported, for the 2008/09 winter heat season, only eleven percent of CGO's customers
that used the WRO were already on a plan or placed on a plan, as shown in Exhibit V-13.

Exhibit V-13
2008-09 Winter Heat Season WRO Data
CGO

Number of Customers using WRO 32,086 27,9%6 60,082

Percent 53% 47%

Number already on PIPP 71

Number already on 1/3 or 1/6 plan 2,769

Total already on plan 2,840 5%
Number not already on plan 57,242 95%
New PIPP sign-ups 52

New 1/3 or 1/6 plan sign-ups 3.587

Total new sign-ups 3,639 6%
Number not on or signed gp_for a plan 53,603 89%

Source: 2008-09 WRO PUCD special data request.

« CGO reports that it will provide updated information once the reporting problems are

resolved.

9. Depending on the timing of the request, it is possible for a CGO customer to delay the
termination process for two months with each medicat certificate.

» The potential effect of this is mitigated by the relatively small number of customers using
medical certificates., According to the unhty, from January to November 2009, CGO
customers used 8,300 medical certificates.*®

% Data Response 1-37

%7 Entry dated September 23, 2009, in Case No.: 09-782-GE-UNC
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» Given CGO’s current collections timeline, during the winter period CGO has only a few
days to terminate customess.

» A seven-day delay is automatically placed on a customer’s account when the customer
calls to request a medical certificate and the forms are sent to a doctor’s office. If the
signed certificate is not received back in seven days, the delay expires and the account is
placed back in collections. This delay is sufficient to })revent termination during a winter
month and roll the account into the following month.

s« When account is coded that the signed certificate is received, the billing system
automatically places a thirty day delay on the account.

10. It is possible for a CGO customer to delay the termination process for a month by scheduling
a PIPP appointment with 2 Community Action Agency (CAA).*

» Once a customer schedules an appointment with a CAA to sign-up for PIPP, CGO places
a five-day collections delay on the account. A five-day hold is required by the WRO.

o If the customer fails to make the scheduled appointment, the collection delay will be
removed. In the winter CGO will not be able to terminate the customer until the next
month, as the account has fallen out of the cycle.

11. Since CGO does not drop customers from PIPP eligibility until it receives the file from the
ODOD, customers that are no longer income-¢ligible may remain on PIPP for an extended
petiod of time.*

» PIPP customers are required to verify income eligibility annually through ODOD, on the
anniversary date of their enrollment. ODOD notifies CGO customers at ten months and
eleven months of the need to re-verify income eligibility.

e Once per year CGO receives a “drop” file from ODOD. While the file is scheduled for
June, the actual transmittal date varies.

o CGO’s billing system maintains the date the customer signed up for PIPP, but CGO does
not automatically drop customers from the PIPP program on their anniversary date if they
have not re-verified. CGO waits until it receives the annuval drop file which could be a
number of months after the customer’s annual eligibility re-verification date.

s Modifications to the PIPP program to be implemented in November 2010 should result in
daily drop files and the removal of customers from the program if they do not verify
income eligibility in a timely manner.

* December 17, 2009 interview with Manager, Revenue Recovery special query follow-up

* Document Response 2-13

“ December 18, 2009 Interview Customer Complaints and PIPP

! December 18, 2009 Interview Customer Complaints and PIPP I
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Recommendations

1. Evaluate modification of CGO practices so that termimation orders do not expire with the
issuance of a new bill. This should also help prevent customers from using medical
certificates and PIPP appointments to delay collections activities for multiple months,
(Refers to Conclusions No. V-3, V-10 and V-11)

2. Correct the WRO data provided to the PUCQ staff, and ensure that all customers using the
WRO are placed on a payment plan. (Refers to Conclusion No. V-9)

3. Remove PIPP customers from the program in a timely manner if the customer fails to re-
verify his income. (Refers to Conclusion No. V-12)

E. Dominien East Ohio Gas (DEO)
Background

At the time that bills are prepared, the DEO billing system forecasts a “credit schedule” that
projects collections actions in the event a bill is not paid on time. As part of that credit schedule
any account with a past due amount between zero and $100 receives a reminder notice on their
bill. All accounts with past due balances greater than $100 receive a notice of intent to
disconnect service on the bill if payment is not received by the bill’s due date. On the bill due
date, the billing system updates the credit schedule to reflect whether or not the customer has
paid the past due balance, and determines the credit actions that will be scheduled depending on
the customer’s payment history and behavioral score. Generally, only accounts with arrearages
greater than $250 and behavioral scores less than 700 are scheduled for actual disconnection,
Exceptions to this general rule are PIPP accounts with arrearages greater than $100 and that are
more than 120 past due, which are scheduled for disconnection. In the winter, all accounts are
first scheduled for the ten-day discomnect notice call before being sent to the field for
disconnection. The billing system re-evaluates the status of the account at the end of the ten~day
notice period to determine which accounts were “Paid” or marked “Exempt” and therefore
require no further disconnection action.”

Accounts that meet the internally developed termination threshold are sent to the field daily
to be scheduled for disconnection on the first day for which they are eligible for action. DEO
allocates twenty minutes per disconnection, including travel time between locations., The
number of disconnections that can be schedule daily depends on personmel availability, the
forecasted weather, other work to be dome by the crews, and the type of meter
{outside/inside/multi). DEQ uses internal personnel for disconnections who also work on other
field activities, including meter maintenance, AMR installations, and gas emergency calls. The
company has approximately 340 field service representatives, and will assign forty to fty of
those personnel to disconnection activities during the summer. Winter staffing is considerably
less, due to problems accessing meters and weather moratoriums on disconnections. Workforce
rules specify that representatives assigned to disconnections cannot be moved to other work if,

“ Credit forecasting and scoring discussed in numerous data responses and during the on-site intex’ews
% NORTHSTAR

TERMINATIONS AND PAYMENT ARRANGEMENTS V-23%



CONFIDENTIAL

for example, the weather deteriorates during the day, nor can other field service reps be moved to
disconnections in the middle of the day.

DEO has a three-tiered process to select accounts for actual field action. First, the supervisor
reviews the “Top Offender’ list, which for DEO including all accounis available for
disconnection, selects the ones he/she wants to schedule, and manually schedules the orders.®
Supervisors then select the number of orders to be worked by various categories {e.g., residential
inside meters single meter manifold, residential inside meter multi-meter manifold) for each
work area. If the supervisor does not fill all availabie time slots, the system will automatically
fill remaining time slots starting with the largest arrearages. The supervisors also leave time
each day for reconnections, which requite approximately forty minutes each 'Ihe field crews do
their own routing, based on the disconnect orders assigned to them each day.*

The field crews do not work disconnections when the weather is forecast to be below 20
degrees over the next forty-eight hours.*® In January 2010, weather considerations precluded
disconnection activities on eight to ten days (out of nineteen availsble work days), depending on
field office. ¥

If the field services representatives arc unable to locate or clean out a curb box, the order is
marked as “DNX” for appropriate follow-up. Because termination orders expire at the next bill
date, these orders are pot always able to be processed prior to expiration. The DEO system
tracks these “DNX” orders so that the next month they start as orders requiring additional work.

Payment Arrangements

DEQ offers its customers all PUCO-mandated payment plans: one third (winter) plan, one-
sixth, PIPP, WRO, and short term extensions. DEO will begin offenng the one-ninth plan no
later than November 1, 2010, per the new PUCO requirements.

DEO has developed its own PIPP arrearage crediting program, which also applies to
customers who are no longer cligible for, or who clect to come off the PIPP program (currently
referred to as PIPP Repayment Plan {PRP) and will be termed “Graduate PIPP” after November
1,2010. The program consists of the following three steps: '

» Any PIPP customer who pays his billed PIPP payments on time and in full for twelve
consecutive months is credited with one-third (thirty-three percent) of the arrearage
balance at the beginning of the twelve-month period.

» If the customer makes all his billed PIPP payments on time and in full for a second
twelve months, DEO credits the customer with fifty percent of his arrearage balance at
the end of that period.

* IDR-7
“ DEO Verification Respense
% Credit forecasting and scoring discussed in numerous data responses inchuding, IDR-4, IDR-29&30 and DR~
EQG-2-5, and during the on-site interviews
- On-site interviews
DR-EOG-2-7
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« If the customer makes all his billed PIPP payments on time and in full for a third twelve
months, DEO will credit the customer the balance arrearages on his account, setting their
arrearage balance to zero,

If at any time the PIPP customer misses a payment, the twelve-month clock resets and the
customer is placed back at Step 1, but the amounts previously credited are not reversed. DEO
developed the program as an incentive for PIPP customers to remain on the system (¢.g., not be
disconnected) and pay their billed amounts throughout the year, rather than going off the
program in the summer and returning in the winter.

DEQ’s PRP follows the guidelines established by the PUCO’s post PIPP arrearage program
where customers who are no longer eligible for PIPP (or who have requested to be removed from
the plan) may pay off their accumulated amrearages over a three-year period. During year one the
customer pays their PIPP amount. During year two the customer pays either the current month
bill or a budget amount. During year three the customer pays the current bill (or budget amount)
plus an additional payment amount (not to exceed $20) which is matched by DEO. PRP
customers who make their B]'qu,rmfmts on time and in full are eligible for the arrearage crediting
program described above. *

DEO also provides annual funding to the Salvation Army’s EnergyShare program,
EnergyShare is a fuel assistance program of last resort for anyone who faces financial hardships
from unemployment or family crisis. Payments go directly to energy vendors and every cent
donated goes to benefit those in need because DEO pays for the program's administrative
expenses. Funds come from tax-deductible donations from customers, stockholders, employees,
EnergyShare Partners and DEO.* In 2009, in accordance with the rate case stipulation, DEO
provided $917,000 in cnergy assistance to qualified customers, The fund was administered by
the ODOD.

Winter Reco jon Order

Qver 60,000, or approximately five percent, of DEO’s customers utilized the WRO in 2008-
2009. Almost fifty percent of those customers were PIPP customers at the time they used the
WRO. DEO believes that a significant number of its customers allow DEQ to disconnect their
service in the spring due to excessive past due amounts, and then use the WRO to restart service
in the fall. Monthly WRO utilization data, shown in Exhibit V-14, provides some support for
this position. According to this data, almost half of customers using WRO in October, and 20
percent in November are using WRO to restart service that was disconnected.  For those two
months (October and November), fifty-three percent of customers using the WRO to restart
service were disconnected for more than ninety days, and another thirty-three percent were
disconnected between thirty and ninety days. As shown in Exhibit V-14, DEO placed eighty-
three percent of the customers using the WRO who were not already on PIPP or a payment plan,
onto a plan,

DEO experienced a significant increase in the number of customers using the WRO in
February 2009. The 12,000 WROs used in that month exceed the pumber used in any other

% On-site interviews, DR-EOQG-2-8, pages 12-13
“* DEO Verification Response and Dominion website
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month that winter, The few WROs that were used to reconnect were customers whose service
was off for less than seven days, indicating they were using the WRO quickly upon determining
their service was off.

Exhibit V-14
WRO Utilization - Winter 2008-2009
DEO

o _ ik R s Ty R il
Oct 08 5,411 2,800 52% 2,611 223 322 828 47%
Nov 08 11,383 9,203 81% 2,180 i [ 732 6%
Dec 08 9 680 9.036 93% 644 107 18 117 629 |
Jan 09 7,729 7,523 97% 206 5 3 25 34%
Feb 09 12074 11,460 95% 614 522 36 9 8%
Mar 09 9,049 8,973 99% 76 1 O 2] T1%
Apr 09 5,101 4,578 A% 523 459 46 10 2%
Total 60,427 53.873 89% 6354 | 1,398 490 | 1,742 47%
20%

Source: PUCO StafT data, provided to NorthStar Feb 18, 2010,
Conclusions

12, DEQ’s §250 threshold for active terminations is high and unduly delays termination activity
for customers with past due balances.

¢ The company indicates that it would be unable to terminate all accounts above that level,
so lowering the threshold would not change the termination pattern or increase
recoveries.

+« DEO’s cost to terminate a customer is about $21.

13. DEO sends termination notices to customers it knows it will not terminate, thereby creating
the potential that customers learn they will not likely be terminated if they have received a
notice,

¢ Termination notices are sent to all customers with past due balances $100 or greater;
however, only customers with behavioral scores less than 700 and a past due balance of
$250 or more will be placed in the termination gueue.

¢« Of the 1.9 million bills that were past due in 2009, 1.1 million were sent disconnect
notices (their balance due was greater than $100), Of the 1.1 miilion delinquent notices
sent, only 404,000 were actually eligible for termination, after application of the $250
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minimum, GOOD credit rating, and other factors, such as WRO and medicai certificates,

as shown in Exhibit V-15.%

Exhibit V-15
Termination Notices Sent and Terminations Scheduled

DEO

Number of tolal bllls sent to customers 148,300,000 148, 300 000
Number of bills which become delinquent 1,789,034 1,874,027
Number of termination notices sent 1,066,916 1,122,736
Number of bills eligible for termination for non-payment after

application of company criteria 389.848 404,228
Percent of notices eligible for termination 37% 36%
Number of bills scheduled for tepmination 172,977 171,217
Percent of eligible bills scheduled for termination 44% 44%
Pervent of notices actually scheduled 16% 16%

Source: DR-EOG-4-3.

Only 177,000 accounts (sixteen percent of the terminaticn notices) were scheduled for
termination.

DEO was unable to determine the percent of those notices that resulted in payment or
were marked exempt due to medical certificates, application for PIPP, or enrollment in a
payment plan, nor how many fell between the $100 threshold that generates a termination
notice and the $250 threshold that makes a bill eligible for field action. The WRO option
was used by 60,000 DEO customers in the 2008-09 Wmter, and between 16,000 and
19,000 medical certifications are processed by DEQ annually.’

14. The termination goals that DEO has established are arbitrary, not particularly aggressive, and
do not relate to the number of accounts eligib]e for teemination.

In 2009, DEO had an annual termmatlon goal of 85,000 orders worked, including 4,200
DNX/Z orders.? These goals are set based on prior year activity and incorporate staff
constraints.

The goals reflect only twenty-one percent of the about 400,000 DNP orders created
annually, and only seven percent of the termination notices sent to customers.

Of the 400,000 bills sent to the field for scheduling, only about forty-four percent were
actually place in a field service representative’s schedule to be terminated, as shown in
Exhibit V-15. .

* DR-EOG4-3
5! On-site interviews

32 DNX orders are DNP orders that require additional crew time such as cleanout or repair of curb boxes. DNZ
orders require dispatch of a work crew to actually dig to locate the disconnection valve
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The field crews have exceeded their goal of 85,000 disconnection orders each of the past
two years, recordlng 87,347 and 89,313 DNP “successes” in 2008 and 2009,
respectively,”

Assuming twenty minutes per termination, and a seven-hour work day, achieving the full
400,000 terminations would require over seventy-five FTEs year round assuming the
resources perform terminations/collections only and the utility was not subject to
temperature festrictions or other moratoria.

The company has 340 Field Service representatives, but only assigns between forty and
fifty of them to terminations during the non-winter months, with the rest of the field
service resources being assigned to other work.

DEQ’s field collections work is performed by in-house staff that also perform other field
work. These persomnel are not specifically measured on how well they execute field
terminations. DEO does not utilize outside contractors to perform field collections.

Only about fifty percent of accounts that are scheduled for termination are successfully
completed - either terminated or paid day of.

Only approximately seventy percent of the 177,000 bills scheduled for termination are
worked by the crews, because they run out of time to do all orders assigned to them.

As shown in Exhibit V-16, of the orders that are worked, about seventy-one percent
(87,000-89,000) are deemed “successes™, where elther the gas is disconnected or the
customer provides proof of payment or exempt status.>

Exhibit V-1%
Termination Results
DEO

Number of bllls schcduled for tcnmnatlon ]7?,217
Number worked 121,788 125,610
Number of bills terminated 78,320 78,796
Number of bills ficld collected (or paid day-of) 9027 10,517
Number of bills ierminated or collected 87,347 39.313
Percent of eligible accounts (per internal criteria)
terminated or collected 50% 50%
Percent of scheduled accounts (per internal criteria)
terminated or collected 72% 71%

Sowrce: DR-EQG-4-3,

> The Company defines “success” on a DNP order as either an actual disconnect or where the order was cancelled at

the door due to proof of payment or other suspension event, such as invoking a medical certificate; DR ROG-2-10
and on-site interviews
* DR-E0G-2-10
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+ The orders that are worked but not successful are typically the result of not being able to
gain access 10 the turn off valve, either due to the meter location (inside) or not being able
to find the curb box due to ground cover (e.g., snow) or other factors.

16. DEO has more success with disconnections of outside meters than with inside meters, and
has a particular problem with disconnecting multi-manifold meters located inside the service
premises.

« As shown in Exhibit V-17, only twenty-four percent of DNPs created on inside multi-
manifold meters are successfully closed, compared to fifty percent for all meters.

Exhibit V-17
Disconnections by Meter Location - 2009
DEO

e ke + LA Eiiia s
404,228 102,005
DNPs Selected 177,217 64,362 73,700 39,155
Successes §9,313 46,957 32,867 9,486
Success Percent 50% 73% 43% 24%
Source: EOG-2-10.

« DEO is relying on the possibility of remote shutoff valve meter capability to address the
problem of muiti-manifold and internal meter disconnections. DEO hag participated in
some equipment trials and believes it will be able to begin installations within the next
two to three yeurs.

¢ In the meantime, DEO relies on creative efforts by its field service personnel and
supervisors to monitor when other accounts on a multi-manifold are open for disconnect,
but perhaps not above the normal disconnect threshold, or have become inactive,

17, DEO PIPP customers are not treated less stringently than non-PIPP customers relative to
disconnect notices and terminations.

« PIPP customers whose plan payment is more than 120 days in armrears are scheduled for
termination even if the amount in arrears is less than $100. *°

» PIPP customers constituted 11.4 percent and 14.9 percent of terminations achieved in
2008 and 2009, respectively.”

18. Depending on the timing of the request, it is possible for a DEQ customer to delay the
termination process for two months with each medical certificate or by scheduling a PIPP
appointment with a CAA.

* DR EOG-2-5
* DR EOG-3-6
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19. While DEO makes some outbound calls to attempt to obtain payment prior to ermination, it
has not reviewed success of the calls relative to behavioral scores or internal credit ratings,
nor has it experimented with making courtesy calls to customers with lower scores to see if
those accounts could be encouraged to pay without an actual disconnect order being placed.

+ DEO uses an internal customer scoring system that appropriately incorporates past
customer behavior into its scoring. Termination decisions are strongly driven by this
system, but pre-termination collection activity is less integrated.

o While accounts with “better” behavioral scores or credit ratings are scheduled to receive
a courtesy call reminder to pay before the account is sent to the ficld for disconnection, it
is unclear how DEQ selects these accounts for couriesy calls, and there has been no
systematic evaluation of the success of this effort.

20. DEO offers each of the extended payment plans called for by regulations, and the plans are
offered on a consistent basis to all customers.

¢ DEQ offers the one-sixth payment plan, the one-third payment option and balanced
(budget) billing to all customers requesting assistance with their bills, DEO also offers a
one-twelfth plan for any customer faced with a large bill due to meter malfunction or a
no-read situation.

s As shown in Exhibit V-18, only about thirteen percent of DEO’s customers are on a
payment plan. The majority of those are on PIPP.

Exhibit V-18
Payment Plan Distribution — Residential Customers
As of year-end 2009

DEQO

PIPP 114,000 9.5%
One-Sixth Plan 31,220 2.6%
Budget + Plan 7,586 0.6%
One-Third Winter Heating 2,264 0.2%
One-twelfth (equipment malfunction) 26 6
Total Payment Plans 155,096 12.9%
Total Customers {(November 2009) - Approximate 1,200,600

Source; DR-EOG-3-22.

« The billing system calculates the amounts owed under each payment plan antomatically,
enabling the CSRs to quote accurate amounts to customers on the phone.

+ DEO is able to quickly check income eligibility for PIPP and refers customers who
appear to be qualified to CAAs for formal qualification and enroliment.
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The available payment plans are listed in the same order on each customer’s screen, so
the plans are offered in the same order for all customers,

21. DEO does not take zll opportunities to obtain full payment from delinquent customers prior
to offering extended payment plans.

CSRs have the flexibility to offer short term extensions up to, but not beyond, the next
scheduled meter read date.”

On the listing of payment plan options shown on the CIS screen, shott term extensions
are the last option shown.”® Options are offered based on customer request and need.”

Offering short-term extensions earlier in discussions with customers might increase the
number of customers from whom full payment is obtained.

22. DEO antomatically enrolls customers in the cusrent plus one-sixth payment plan when they
use the WRO.

DEG’s CIS automatically places customers using the WRO into their current plus one-
sixth payment plan.*

Eligibility for PIPP is determined separatcly as part of completing the program
enrollment process.

PUCO data shows that cighty-three percent of DEQ customers not on a plan when
invoking the WRO are placed on a payment plan as part of the WRO process.

23. DEO has developed creative programs to encourage customers 10 pay their arrearages.

The DEO PIPP and post-PIPP arrearage crediting programs have reduced PIPP customer
arrearages by over $85 million over the past three years, and by $112 million since the

programs began.®'

Exhibit V-19 shows the number of customers participating in the two PIPP arrcarage
crediting programs and the credits received by those customers for the past three years,
The credits under both these programs are recovered through the PIPP rider.

57 On-site interviews

% IDR 011&012, sheet 4 of 65 “Add a Payment Agreement —Active”

5 DEO Verification Response

 Ibid., sheet 42 of 65 “Process $175 Tum On/Avoidance or Split”

' DR-EQG-3-4, and Company Presentation, p. 18 |
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Exhibit V-19
PIPP Arrearage Crediting Program Participation and Credits Earned
: DEO
2007 22228 $31.8
2008 22,370 $26.6
2009 23,577 $28.1

Source: DR E0G-3-4; DEO was not able to break out the PIFP and post-
PIPP programs, or distinguish what year/step of the program customers

were in.

Since these programs require customers to pay their current billed amounts on time and in
full over considerable lengths of time, they are ensuring that participating customers

contribute appropriately to the cost of their gas service.

Recommendations

4, Evaluate and implement a broad range of activities to increase termination activities, and
increase the aggressiveness of its program, including: (Refers to Conclusions No. V-12, V-
13, V-14, and V-15)

Lowering the threshold for actual terminations from its current $250.

Increasing the number of field service representatives assigned to termination activity, or
retaining outside contractors to increase the number of termination successes.

Validating the job time estimates used in termination scheduling.

Setting the goals for termination activity at higher levels, or basing the goals on percent

of accounts eligible for termination that are successfully handled.

Ensuring that termination notices are sent to customers who will be terminated, thereby
resetting customers’ expectations that a termination notice means you will have service

disconnected.

Tying collector performance to successful accounts worked.

5. Develop a more automatic process to link multi-manifold meter accounts that have past due
balances to maximize the ability to disconnect them. (Refers to Conclusion No. V-16)

6. Evaluate the effectiveness of ihe existing courtesy call program and explore placing couricsy
calls to customers with lower behavioral scores to increase the number of customers who
either pay or are placed on a payment plan before sending termination orders to the field.
(Refers to Conclusion No. V-18)
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7. Modify the collections timeline such that termination orders do not expire when a new bill is
issued, and instruct CSRs to ensure that customers are first offered short-term extensions to
pay their full bill, before being told about extended payment plans. (Refers to Conclusion
No. V-21)

¢ DEQO should track the results of this change to sge if it results in increased dollars

collected.
» Ideally, a “champion/challenget” test should be performed to evaluate the results of the
modification.
F. Duke Energy of Ohio (Duke)
Background

At sixty days past due, Duke customers’ with past due balances greater than §100 receive a
fourteen-day disconnect notice on their bill. If payment is not received or the customer does not
enter into a payment amangement during the fourteen-day pericd (at day seventy-four), a ten-day
disconnect notice is generated. Residential customers become eligible for disconnection at day
eighty-four, and commercial customers at day eighty-one. Duke sent out 363,000 termination
notices in 2008.“

As required by regulation, Duke customers with delinquent balances are able to avoid
disconnection by paying the field collectors, presenting a valid medical certificate, entering into
a payment arrangement, or during internal and regulatory moratorium periods. It is Duke’s
policy not to disconnect customers if the temperature is expected to fall below 25 degrees
Fahrenheit in the next 24 hours,*’ In January 2009, Duke did not work non-pay disconnects for
fourteen days due to cold weather.%® Customers are reconnected if they pay either the full
amount in default (or the default amount of & payment agreement) plus a reconnect fee plus an
applicable security deposit.

Residential customers in Duke’s Qhio and Kentucky service areas which have combination
gas and electric service have another option available to avoid disconnection termed “Separation
of Service”. Under this program, a residential customer who is disconnect-eligible may elect to
have one service (gas or electric) disconnected while maintaining the other. The arrearage on the
disconnected service will be deferred until the service is restored, The customer must pay the
required past due balance on the restored service before separation of service is allowed.

Payment Arrangements

Duke offers its customers all PUCO-mandated payment plans: PIPP, the one-third payment
plan (from Nov. 1 through April 15), the one-sixth plan, and the $175 heating season WRO plan.

52 Data Response 1-34
% Duke field collectors do not actually take payments. They confirm that payments have been made and will
withhold disconnection at that point

 Data Response 1-7 Attachment D
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Residential customers are given one six-month agreement per year, with the exception of the
winter rule. Duke offers several other payment plans and assistance programs. These include:

» Twelve month extended payment plans (for customers who have lived at the same
location for one year and who have made three payments in the last four months).

s Combination Agreement and Budget Bill Plan (CAB) which combines an extended
payment plan for any arrears and a budget billing plan for the current charges.

Duke confirms payment plans via phone or in person. A customer can also request that a
letter acknowledging an agreement be sent. Duke offers additional assistance programs for
limited income customers whose income exceeds the PIPP guidelines:

« The Military Deferred Payment Plan is only available to households with a family
member absent due to active military obligations. These cases are processed on a case by
case basis by the Revenue Collections department.

» HeatShare is a program sponsored by Duke designed to assist those in need with heating
bills during the winter season. Individuals alsc contribute to the program. HeatShare is
administered by the Salvation Army. Eligibility is based upon need and does not
necessarily follow government assistance guidelines. An individual must be subject to
disconnection of service in order to qualify. Eligible customers may apply for a one-time
annua} assistance beginning mid-January through May or until funds are depleted.

» Duke has begun a new program involving a partership with Consumer Credit
Counseling Services (CCCS) to offer budget counseling to qualified customers. As part
of this program, customers must go on a budget billing program.

Customers are also able to sign-up for budget billing, which levels the customer’s bills over
the course of the year. Duke offers both annual and quarterly plans. Budget billing amounts are
adjusted at least once per year (annual plan) or quarierly (quarterly plan) and may also be
adjusted if circumstances warrant (e.2., rate change, significant change in gas prices).
Customers may sign up for budget billing at any time during the year if there are no arrearages
on the account.

Conclusions

24. Duke provides customers with proper disconnect notices, and more than ample opportunity
to avoid disconnection.

+ In summer months customers with a separate mailing address receive letters at the
mailing address and the service address.

» In winter, for customers with a home phone on file, Duke sends a list to a third-party who
calls the customer. When contact is made or afler two days, a disconnect notice is
generated and hand delivered.
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« The earliest date a Duke customer might be disconnected is day eighty-four. Regulations
allow for disconnection at day forty-four.

25. DNP work is scheduled and performed by a dedicated internal workforce, and disconnections
are not generally limited by manpower or scheduling conflicts.

« Disconnects are performed by a workforce in the Power Delivery organization.

« Disconnections are primarily limited by weather, moratoriums, and a lack of access fo the
meter.

o Duke schedules repeat trips if it is unable to execute a termination order. In 2009,
130,715 account bills were eligible for termination based on Duke’s criteria. Duke
schedule 272,195 trips ~ an average of 2.1 trips per eligible account bill.®*

26. DNP wark is scheduled based on customer dollars outstanding,

o Risk differcntiation determines the process of notification but not the actual
disconnection.

+ Customers with over a $100 past due bill are scheduled for disconnection.

27. In 2009, Duke disconnected fifty-seven percent of its eligible accounts, compared to a tarpet
of 60 percent.®

» As shown in Exhibit V-20, in 2009, 130,715 account bills were eligible for termination.
Duke terminated 74,950 of these, or fifty seven percent.”” Field collector contact resnlted
in payment on an additional 11,595 account bills, or 9 percent.

Exhibit V-20
Termination Notices and Scheduling
Duke

i N =
Number of bills schedubed for termin 130,715
Number of bills terminated 74,950
Percent terminated 57.3%
Number of bills field collected 11,595
Percent field collected 8.9%
Number of bills terminated or field collected 86,545
Percent “positive contacts™ 66.2%

Source: Data Response NSC-DR-03-061.

5 Data Response NSC-DR-01-061 and follow-up phone calls
6

Data Response 1-5
* Data Response NSC-DR-03-061

+
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+ Certain of Duke’s disconnection performance is related to winter moratoriums (internal
and mandated), and a portion of these customers may have avoided disconnection by
paying the required portion of their bill but Duke’s performance in spring and summer
months is relatively low.

o Duke Chio/Kentucky performed below the Duke-Midwest total which includes Indiana,
Ohio and Kentucky. Duke-Midwest disconnected 68 percent of eligible residential
disconnects for the first nine months of 2009. This compares to only 55 percent for
Ohio/Kentucky. Duke has only a small number of customers in Kentucky;
Ohio/Kentucky results are predominately Ohio.®*

¢ 2009 targets for Ohio/Kentucky were 60 percent. The Midwest target was 63 percent.

v Duke does not track the dollar amounts associated with payments made at the time of
“field contact” but does track the number of payments made as a result of “field contact”
with the understanding that the payment needs to be the amount required 1o stop the non-
pay disconnect to qualify as part of this count, %

28. The majority of Duke's delinquent customers pay all or 2 portion of their bills or enter into
payment arrangements, during the termination notification process. A small portion of
delinguencies are ultimately scheduled for termination.

o As shown in Exhibit V-21, eighteen percent of the bills with termination notices are
ultimately scheduled for disconnection. Eighty-two percent paid all or an adequaie
portion of the bill during the notification period, or entered into a payment arrangement
with Duke. Duke’s threshold for all residential notices is 60 days past due, and either
$100 past due balance and/or $25 deposit balance. As an example, a customer with a past
due balance of $120 who pays $25 will not receive a subsequent terimination notice as
their past due balance has fallen below Duke’s $100 threshold.

Exhibit V-21
Termination Notices and Scheduling
Duke
: S CEeE e
8 | Total number of billg sent to customers 9,006,612 |
b | Number of bilts which became delinquent 2,336,231
Percent bills delinquent 26%
¢ | Number of 14-day termination notices sent 740,966
14-day termination notices as a percent of total bills 3%
14-day termination notices as a percent of delinquent bills ’ 32%
Percent that pay enough 0 avoid 14-dsy notice 68%
d | Number of 10-day termination notices delivered (year-round) 357,447

% Data Response 1-7 Attachment D
 Data Response 2-50

TERMINATIONS AND PAYMENT ARRANGEMENTS V-36 . NORTHSTAR



CONFIDENTIAL

Number of customers at entered into a paymen! arrangement, paid the full
amount of the delinquency or paid ¢nough to avoid termination dusing the 14-
¢-d | day notice period 383,519
Percent 52%
Number of bills eligible for tenmination for non-payment afler the 10 day
e | notice expires 130,715
Percent of 10-day notices 3%
Percent of original termination notices 18%

Source:

Data Response NSC-DR-03-251 and follow-up phone calls,
Twenty-six percent of Duke’s bills become delinquent.

Duke receives payment or the customer makes an arrangement on sixty-eight percent of
the delinquent accounts before a 14-day disconnection notice is issued. In 2009, 740,966
bills were issued 14-day termination notices.

About half of the customers respond to the 14-day notice (52 percent), and an additional
34 percent respond to the 10-day netice.

29. Duke appropriately attempts to collect the full payment before offering customers extended
payment opfions.

»

If the customer is not able to make the full payment, Duke may offer the customer a
short-term credit delay in an attempt to obtain full payment.

Duke customers can enroll in the PIPP program at any time during the year. Less than
three 7gercent or (10,000-11,000) of Duke’s customers are on PIPP at any point during a
year,” Customers who are on PIPP are not eligible for other payment plans. Customers
who are no longer eligible for PIPP for mcome reasons are offered the Arrears Crediting
Program and other programs aveilable to all customers. Duke has call center procedures
outlining the Paymeiu options in order, and CSRs are encouraged to not deviate from the
plan options.”

Duke generates a number of monthly reports tracking payment arrangements and credit
delays,” These include:

- A report on all non-residential agreements made during the month,
- Areport that averages the length of all agreements made for a jurisdiction.

-~ A report providing all deposit accounts that had an agreement made after the deposit
was billed.”

™ Data Response 1-37,
' Group Interviews January 21 and 21, 2010
" Document Response 2-052.
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- A report listing all residential agreements made for a month. One hundred of these
accounts are reviewed in detail each month for compliance.

30. In the 2008-2009 winter season, seventy-four percent of Duke customers using the WRO to
avoid termination or reconnect service and who were not already on a payment plan were
subsequently placed on a payment plan.™

31

Depending on the timing of the request, it is possible for a Duke customer to delay the
disconnection process for thirty days with each medical certificate.”

Residential customers are eligible for three medical certificates in a twelve-month period;
thereafier they are not eligible for a twelve-month period.

The number of customer using certificates is small but increasing as shown in Exhibit V-
22,

Exhibit V-22
Duke Customers Using a Medical Certificate

2008
2009
Source; Document Response 2-53,

In 200% only seventy-one customers used all three certificates in one twelve month
period.

The medical certificate is used in licu of a payment and can only be used if the account is
in a non-pay disconnect status. The certificate cannot be used if there is a returned check
on the account. The certificate cannot be used if service has been off for more than 21

days. '

Customers have several options for picking up a medical form. Forms can be picked up
at several Duke locations, a physician or other medical personnel can call in for the form
or the form can be mailed to a physician at the customer’s request.

If a physician calls, the CSR will update the file for seven days and sends a work file to
*Medical Cert” with customer and medical personnel information.

7 Duke policy is that agreements for deposits should not sxceed three months
™ WRO data submitted to the PUCO

7 Document response 1-011, page 34

" Document Response 2-56
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32. It is also possible for a Duke customer to delay the disconnection process for ten days if they
are a new PIPP customer in order to allow a CAA time to gather the information necessary to
set the customer up on PIPR.”

¢ If a customer is already on PIPP and eligible for disconnection for nonpayment, the
customer is referred to the CAA for assistance.

» The CAA representative will call Duke and set the customer on the Arrearage Crediting
Program provided they meet eligibility criteria.

Recommendations
8. Increase the aggressiveness of the disconnection program. (Refers to Conclusion No. V-27)
o At a minimum, Duke Ohio should strive to achieve the Midwest overall performance.

o A study should be undertaken to determine exactly why Ohio disconnects lag Duke's
other states and determine appropriate steps to improve performance. These could
include:

- Increased manpower (including seasonal contractor use)
- More aggressive pre-collection activities

- More aggressive collections timeline

- A systematic program to address problem inside meters

G.Vectren Energy Delivery of Ohio (YEDO)

Background

VEDO bills are due fourtcen days after they are issued. If payment is not received by the
time the next bill is generated, a disconnect notice is printed on the bill for any balance aver
$50.” Accounts with balances over $100 are eligible for disconnection for non-payment (DNP).
In non-winter months, VEDO can disconnect between day forty-eight through day seventy-six.
On day seventy-six, the disconnect order expires as VEDO’s system cannot accommodate two
field orders at the same time. In winter months, VEDO can generally disconnect anytime afier
day sixty-four through day seventy-eight. On day seventy-eight, a new door tag is delivered.”

DNP work is scheduled and performed by a dedicated workforce. VEDQ wutilizes four full-
time contract employees (FicldStar) to perform DNPs in the metropolitan Dayton area.
FieldStar’s primary responsibilities include hanging door tags and working DNPs, VEDO uses
district field crews to process DNPs in outlying geographical areas.

DNP work is prioritized based on a customer risk assessment. Customer risk is evaluated by
the revenue management organization. Customers with over 2 $100 past due bill are placed into

" Document fesponse 1-010, page 3 of 11
1 Boling
"1 Boling
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a queue on a daily basis and evaluated based on six parameters. Each account starts with a score
of 500. The customer’s profile either adds or subtracts to the base score of 500. The lowest
scores are the highest priority to be disconnected the next day. The parameters include:

» Number of times the account has been past due in the prior twelve months. Scores vary
from +100 for no past due bills to -100 for eight or more past due bills,

» Prior DNP eligibility. If the customer has ever been eligible for DNP, 90 points are
subtracted.

» Number of aging categories with a balance. Scores vary from +80 for aging of less than
thirty days to -20 points for aging of over ninety-one days.

+ Sum of arrears. Scores range from +70 for less than $100 to -70 for more than $700.

+ Number of months as a customer. Scores range from +60 for more than nine years of
service to -60 for less than one year of service.

« Months since last payment. Scores vary from +50 for less than one month to -50 for
eleven or more months.*®

Work is then schedule by field operations based on the priority and geographic efficiency.®

Payment Arrangements

VEDO offers a number of payment plans and options which are available to customers based
on their particular situation. Prior to August 5, 2004, VEDO offered customers payment plans
that were designed by VEDO. The PUCO stipulated that VEDQO may offer customers custom
payment plans but the stipulated one-third or one-sixth plans must still be offered prior to
disconnecting a customer for non-payment.®? VEDQ discontinued its offering of individual
payment plans and now adheres to the PUC- stipulated plans.” Very few customers complete
payment arrangements. In 2009, VEDO extended 57,867 payment arrangements o customers.
Sixty-eight percent (or 39,104) of the arrangements were broken. In addition to the required
PUCO payment pians, VEDO offers:

A PIPP arrearage crediting program (Fresh Start), available to customers who no longer
qualified for the PIPP program. The Fresh Start Program has the following features:

+ Upon exiting the PIPP program, the customer’s arrcarage is frozen for thirty-six months.

o If the customer makes twelve months of payments on time, the PIPP arrearages are
forgiven.

® Binder provided by L. Friedeman

8 1 Riffle

* Letter dated August 5, 2004 from Peter Raker (PUCO) 1o Jerry Ulrey (VEDO)
% 1 Rebecca Brann

_1*,,
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« If the customer fails to make a payment on time, the twelve-month counter resets with the
first on-time payment. The customer has 36 months to make twelve payments on time.*

Very few customers actually graduate to the Fresh Start program,

WRO Utilizati

As shown in Exhibit V-23, over 8,000 or approximately two percent, of VEDQ's customers
used the WRO in 2008-2009. Almost thirty percent of those customers were PIPP customers at
the time they used the WRO. A significant number of its customers allow VEDO to disconnect
service in the spring due to excessive past duc amounts, and then use the WRO to restart service
in the fall. During the first and second winter months eighty-five and fifty percent respectively
of those utilizing the WRO were re-starting service.?® Customers utilizing the WRO are required
to agree upon a payment arrangement for arrearages. Typically, the customer is enrolied in the
one-third payment pilan and then rolls the balance over to the one-sixth payment plan %

Exhibit V-23
WRO Utilization - Winter 2008-2009

Oct. 08 783 117 15% 666 85% 15 73 239 334 50%
Nov. 08 1,978 998 50% 980 50% 44 41 282 613 63%
Dec. 08 1373 917 67% 456 33% 87 26 74 269 59%
Jan. 09 974 791 81% 183 19% i9 16 14 134 3%
Feb, 09 1,254 1085 87% 169 13% 26 B 18 117 69%
Mar, 09 | . 1,437 1254 87% 183 3% 84 13 20 66 36%
Apr. 09 504 366 73% 138 27% 79 22 3 34 25%
Total 8,303 5528 67% 775 33% s 24 650 | 1,567 56%

Source: PUCO Staff data, provided to NorthStar Feb 18, 2010
Conclusions
33. VEDO’s disconnect timelines are generally Teasonable.

e VEDO provides written notice in the form of a disconnect notice on the second bill
issued fifteen days afier the initial bill is past due. VEDO disconnecis eighteen days after

‘ I'e

# Ibid
% PUCO Staff data provided to NorthStar
% | Rebecca Brann

V41 *
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written notice is provided. In winter months, an additional ten days are requnred prior to
disconnection. VEDO disconnects six days after the ten-day waiting period.”’

VEDO issues a disconnect noﬁce with the second bill, which is fifteen days past the due
date. Upon issuance of the bill, VEDO places an outbound call and obtains payment
promises. If the payment promise is not kept, the customer is d1scormected Commercial
disconnections are handled on the same cycle as residential disconnects.®®

34. While VEDO has a Jow disconnect threshold, termination notices and disconnect scheduling
do not have the same thresholds.

While residential customers with balances over $50 are sent disconnect notices, only
those with balances over $100 will be included in the queue for potential disconnection.
The queue is prioritized on a daily basis for disconnection the next day based on assessed
risk.

Courtesy calls and disconnect notices are issued to customers with balances over $50.
Door tags are delivered to customers with balances over $50.

Customers with balances over $100 are eligible for disconnection.

35. While VEDOQ manages its field collection activities through the use of dedicated contract
services, it only completed forty-one percent of its scheduled disconnects in 2009.

For the greater Dayton area, VEDQ utilizes contract services for the following activities:

- Delivery of disconnect for non-payment notices (door tags)
- Disconnects for non-payment
- Cash payment collection at the door

Field collection work is conducted by four full-time contract employees that have no
other VEDO responsibilities.

The field collection contractor is compensated based solely on completions.

Meters that are scheduled to be disconnected and are not due to accessibility issues are
auditgcg:l by VEDO to ensure that all DNPs are worked and not just the easily accessibly
ones.

VEDO tracks two DNP metrics: number completed relative 1o number available and the
completed average dollars relative to available average dollars. The data is collected

.daily, monthly, and annually.

"DR 4

3 +, Initial presentation
% | Boling and Riffle
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- As shown in Exhibit V-24, VEDO completed only 41 percent of scheduled
terminations in 2009.

Exhibit V-24
Completed Disconnect Orders
VEDO

Janvary 1,181 67 5.7%
February 228 105 46.1%
March 1,466 764 52.1%
April B,265 1,470 17.8%
May 10,253 2,733 26.7%
June 5,639 4,055 42.1%
July 6,085 4,214 69.3%
August 3,355 2,862 35.3%
September 2,052 1,879 91.6%
October 828 109 13.2% |
November 1,112 60 5.4%
December 1,153 233 20.2%
Totai 45,617 18,551 40.7%

Source: DR 7 and Binder.

- Through September 2009, the average dollar per DNP completed (3698) was
comparable to the available ($707).%

¢ Winter DNPs are limited by weather moratoriums, inability to access meters, $175 winter
reconnect rule, and frozen ground conditions to dig meters. Completed DNPs are those
where the technician has either tumed the meter off or otherwise disconnected the flow of
natural gas from the curb.

36. VEDO places courtesy calls to delinquent customers to attempt to obtain payment prior to
terminating service.

37. VEDO offers cach of the extended payment plans called for by regulations, and the plans are
offered on a consistent basis to all customers.

» VEDO offers the one-sixth payment plan, the one-third payment option and balanced
(budget) billing to all customers requesting payment terms on their bills.

» VEDO requires a down payment of ten percent plus six equal installments for customers
electing the one-sixth payment plan. The customer is also responsible for paying current
charges. A letter is sent to the customer outlining the payment plan details. Monthly
bills to the customer display the entire arrearage, the monthly payment due including the
payment plan amount and current charges, and a disconnect notice.”’

% Data Response 1-5

% I Brann |
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VEDO proactively promotes programs such as PIPP, HEAP, and LIHEAP to customers
that may qualify. VEDO provides enrollment information and for potential PIPP
customers refers the callers to the ODOD. %

38. VEDO appropriately communicates with customers on available payment options.

L ]

Starting at the beginning and throughout the winter, VEDO provides a Special Notice bill
insert with every disconnect notice. The Special Notice provides customers information
concerning low income programs, budget billing, and the one-third and one-sixth
payment plans.”

VEDO provides new customers a letter upon establishment of service explaining
payment options includin, g low income programs, budget billing, and the one-third and
one-sixth payment plans.

39. VEDO attempts to obtain full payment from delinquent customers prior to offering extended
payment plans.

CSRs attempt to obtain full payment as the first option.

The second option allows CSRs the flexibility to offer short-term extensions up to the
next scheduled meter read date.”

VEDO waits for customers to ask about payment options rather than offering.”® Then the
CSRs explains the one-third and one-sixth payment plans.

40. VEDO requires customers to agree to payment terms or a payment plan when they invoke the
WRO option.”?

Most customers elect the one-third payment plan for the winter months and then roll the
balance into a one-sixth payment plan.*®

Eligibility for PIPP is determined separately by ODOD as part of completing the program
enrollment process.

Seventy-three percent of customers not already on a payment plan that used the WRO
during the 2008-09 winter heating season, were reported as being placed on a plan.

% 1bid
% DR 35
* Thid.

* On-site interviews
lnmal presentation
Inmal presentation
% 1 Bramn
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CONFIDENTIAL

41. VEDO tracks enrollments and expirations of medical certificate and PIPP plans.

» The system automatically removes customers from the PIPP program the month after the
certificate expires.

» Customers are notified on their bills when their certificate expires.

¢ The system tracks the number of medical certificates utilized in a year. Consistent with
PUC8 regulations, VEDO policies allow a maximum of three medical certificates per
year,

Recommendations

9. Evaluate changing the disconnect notice threshold to $100 to coincide to with the threshold
for actual disconnects. Determine effect on payments. (Refers 1o Conclusion No. V-34)

10. Increase termination performance. (Refers to Conclusion No, V-35)

% [ Brann
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VY1. RECOVERY ACTIVITIES

This Chapter provides a discussion of the Ohio gas utilities recovery activities after the
utility has deemed an accoumt uncollectible, has issued a final bill, and the account is
assigned to an outside collection agency (OCA). The OCA pursues the account, with any
coliected proceeds (minus a collection fee) refunded to the utility.

A, Summary of Regulatory Requirements

PUCO regulations do not specifically provide rules for post write-off activities conducted
by the utility. All utilities must comply with relevant state and federal regulations regarding
collection activities. PUCO regulations do provide rules for reconnection of service and
these rules apply to all customers who are required to establish or re-establish service.

B. Preferred Practices
The Qhio gas companies were evaluated against the following preferred practices:

» OCA incentives or fees are paid based on recoveries. Incentives should reflect the
increased difficulty in collecting accounts as they age.

» Accounts are transferred to an OCA in a timely manner 1o maximize collection
opportunities. Accounts should be transferred as soon as possible after they are no longer
being worked internally.

«+ The utility encourages competition among OCAs to ensure aggressive performance.

o The utility oversees OCA performance and performs routine audits to ensure compliance
with utility standards and requirements and the effectiveness of collections activities. ’

» A secondary OCA (or alternative treatment methodology) is used for older accounts to
ensure continwed focus,
C.Key Practice Comparison

Exhibit VI-1 provides a comparison of key collections practices. Additional details
regarding each utility’s activities are provided later in this Chapter.
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Exhibit VI-1
Key Practice Comparison — Post Write-Off Activities

s

Number of days after 33 days Five days — “fast 14 days 19 days
final bill before accounts path”,
sent to outside agency 36 days repular
Early Out Yes No, but accounts on Yes No
One agency “fast path” are
transferred to
primary QCA in five
days
Days Kept with Early Thirty-three days N/A Days thirty to sixty N/A
Out Agency after final bill until
day sixty-three
Number of Primary More than one More than one More than one’ One
OCAs
Days Kept with Primary Twelve months, Forever Seven months and Eighteen months
OCAs review pending Ildays
Number of Secondeary One currently, None More than one’ One
OCAs review pendin
Days Kept with Indefinite NiA Sixteen months Up 1o three years
Secondary OCAs (month eight
through twenty-four
from charge-off
date). Duke then
uses a “tertiary”
agency to continue
pursuit up to seven
years.
Credit Reporting Yes, once accounts | Yes, once accounts | Yes, once accounts | Yes, by the primary
transferred to transferred to the transferred to OCA on day forty-
primary OCAs primary OCAs primary OCAs five
Earliest writc-off date 77 to 100 days All write-offs done | 119 days after final | 90 days after final
after final bill at end of calendar bill ' bill
year
Could be as early as
60 days after final
bill due or a3 long as
one year.
OCAs paid based on Yes Yes Yes Yes
recoverics
OCA competition exists Yes OCA performance Yes Some
compared but no
rewards for better
performance
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s are conducted

reviewed with
agencies. Site visitg

have been
conducted. Regular
performance
meetings are held,
Account assignment Accounts are Accouats are Accounts are Only ong agency
PrOCESS assigned usingan | randomly assigned | randomly assigned
alpha spiit

" The nurmaber of Duke primary, secondary and tertiary OCAs changed during the audit.

Background

D. Columbia Gas Ohio (CGO)

CGO uses a three-stage process once an account is written off as part of its recovery
process. Upon termination of service, accounts are initially sent fo an “earfy out” agency,
where they are worked for thirty days. CGO pays a lower commission and a delinquency
record is not placed on the customer’s credit report during this stage. The early-out program
is handled by one agency. After thirty days, the accounts are transferred to one of three
OCAs which handle skip tracing, collections calls, and dunning letiers. Accounts remain
with the primary OCAs for twelve months. After twelve months, accounts are removed from
the primary OCAs and placed with a secondary OCA at higher commission rates.

Conclusions

1. Although CGO has implemented an early-out program to encourage customers to pay a
final bill before it affects their credit report, accounts are not transferred to the early-out
agency until 33 days after the final bill is issued.

¢ The carly-out program is handled by one agency.

» Accounts are worked by the carly out agency for 30 days.

2. CGO uses a tiered-approach and multiple OCAs to ensure competition and appropriate
attention to the accounts.

+ The timing of account transfers and the optimal number of secondary OCAs is
currently under review,

v CGO uses three pimary OCAs. Accounts are transferred to the primary OCAs at day
sixty-six to seventy, where they are worked for twelve months and then transferred to
a secondary OCA. Exhibit VI-2 provides a timeline.
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Exhibit VI-2
Final Bill Collections Timeline
CGO

¥
Final Bill Delinguent . Early Out Primary Write-off Secondary
lsued  |~b| Notice Final for Program oca [ mym- P oca
Mailed NF? (Day 33) {Dey 66-70) | 100) (Day 435)
Transfer
o Active

Source; Document Response 1-4

» Prior to April 2009, CGO used four secondary OCAs. In April 2009, CGO
suspended placement of new accounts with the secondary OCAs due to concemns
regarding administrative performance. Accounts were withdrawn from three of the
agencies and placed with one agency, pending review of the timing of placement and
the optimal number of secondary OCAs. '

» OCAs are paid based on recoveries and are paid different commission rates based on
the age of the account. Comumnission rates are lowest for the ¢asly out atcounts and
are highest for the secondary OCAs (accounts greater than thirteen months).

3. CGO appropriately monitors and measures the performance of its OCAs, and the OCAs
are compensated based on their performance,

» €GO measures the performance of its OCAs using “net-back”. Net-back is measured
by dividing the CGO return (i.e., the totai amount collected less any commissions
paid) by the total amount submitted to the agency for collections.? Exhibit VI-3
pravides the primary OCA netback results for 2007 through 20609.

Exhibit VI-3
CGO - Primary OCA Netback

Agency 1 7.8% 7.3% 6.2%
| Agency2 6.8% 6.2% 5.8%
Agency 3 7.7% 7.3% 5.8%

Source: Document Response 1-36, CGO Verification Response.

' December [6, 2009 interview with Manager, Revenue Recovery, Manager, Meter Reading & Collections, and
Director, Meter to Cash.
? Document response 1-7
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o CGO performs on-site and remote audits of the QCAs which include an evaluation of
the level of service provided by the agencies as determined by CGO.

e« CGO implemented a monthly scorecard that measures each primary OQCA’s
performance and is used to rank the agencies. The scorecard provides each agency’s
performance relative to the leader. The scorecard measures the OCA performance in
four areas: twelve-month rolling net-back, results of the second gquarter (on-siic)
audit, results of the customer service survey (internal) and the ninety-day net-back.
CGO has advised the agencies that it plans to make adjustments to referral levels
based on the scores.’

Recommendations

1. Transfer accounts to the early out agency more promptly. (Refers to Conclusion No. VI-

1)

2. Complete the OCA review. Muliiple agencies should be used to ensure competition and
maximize performance. The review should also consider the optimal timing of transfers
to the secondary OCA. (Refers to Conclusion No. VI-2)

3. Encourage competition among the OCAs through an appropriate performance
monitoring/reward system. (Refers to Conclusion No. VI-3)

E. Dominion East Ohio Gas (DEO)

Background

DEQ uses two timelines for moving accounts to an outside collection agency. For a
typical account that has gone to final bill with a past due amount, the customer is not sent a
dunning letter until twelve days afier the final bill is due. The bill is transferred to an OCA
twenty-four days afier the dunning letter is sent, thirty-six days after the final bill was due.
DEQ believes this allows customers who were typically good payers in the past, appropriate
time to pay the final bill before it is turned over to collection. For accounts that were
terminated for non-payment, or that were disconnected per customer request and have an
outstanding balance of more than $400, DEO uses a “fast path.” Under the “fast path”, the
final bill includes the official dunning notice, and the accounts are transferred to an OCA five
days after the final bill date* PIPP accounts and accounts that have gome through
bankruptcy are not typically referred to an OCA.® PIPP accounts that have non-gas charges
associated with it (reconnection charges, investigation fees) will be sent to collection for the
entire amount of the arrearage.®

,

? Document Respanse 1-7

*1DR-4

* [DR-27

# Only thirty-two and twenty-nine PIPP accounts were sent to an QCA. in 2008 and 2009, respectively
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DEO uses three OCAs to handle recoveries. DEOQ relies on the collection agencies to
take whatever measures they deem appropriate to collect the debt. Once an account is
referred to an OCA, credit reporting occurs. The OCAs actively work the accounts for six
months (called the primary period). After this primary period, the accounts are not actively
worked by the QCAs, but are still held by the OCAs. DEO does not use a secondary OCA.
Accounts sent to OCA will be recalled if the customer applies to re-start service, and the past
due balance will be transferred to the new account.

Conclusions:

4.

Although DEO promptly transfers high balance final accounts to an OCA (five days after
the final bill), it is not otherwise aggressive in pursuing recovery, and its fee structure is
counter to standard practice.

Approximately 78,000 accounts are assigned to the OCAs each year, representmg
over $80 million in delinquent bills, or an average of $1,026 per account.”

Accounts are not actively worked afier six months, so0 that if a customer does not
respond to collection efforts for that period, they are unlikely fo ever pay. The OCAs
are paid a higher fee during the primary period, with fees after the prima:y period
declmmg by approximately fifty percent from those on accounts still in the primary
pcnod DEO acknowledges that not a lot of action is taken on accounts after the first
six months.

DEO does not utilize a secondary OCA for older accounts,

DEO is not aggressive at managing its existing OCAS.

DEO’s three OCAs each have different fees and different recovery experiences.’ The
agencies are assigned accounts daily on a random basis, with one-third of each day’s
accounts going to each collection agency. OCAs with particularly strong

performance are not rewarded for their efforts.

- DEQ monitars and reports each agency’s recoveries on a score card that is shared
with all three agencies.

- An agency that consistently is at the bottom will be evaluated closely when their
contract is up for renewal. However, DEO indicates that the cost of chan%mg
agencies may preclude terminating even a consistent low-performing agency.

DEQ does not work with its OCAs to apply creative approaches or otherwise monitor
the level of effort put forth by the agencies,

7 DR EOG-3-9

® On-site interviews
¢ IDR-S DR-EQG-2-6
1° On-site interviews
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« DEO does track recavery by “campaigns” (month assigned), but dees not perform
other assessments by type of account assigned.

6. DEQ’s practice of executing charge-offs once a year does not appear to have either a
positive or negative impact on the UEX rider or the collections effort.

» DEO executes charges-offs once a year in December. DEO believes that a once a
year charge off is more efficient and avoids a lot of reversals when customers
disconnected in the summer come back on the system in the fall.

« The once a year charge-off does not affect when accounts are transferred to OCAs for
collection activity.""

Recommendations

4. Begin using a secondary OCA for accounts past the initial primary recovery period.
(Refers to Conclusion No. VI-4)

5. Eliminate the practice of paying a reduced OCA commission on older accounts. (Refers
to Conclusion No, VI-4)

6. Institute a performance monitoring system for the OCAs with monthly or annual rewards
for the top performing OCA. (Refers to Conclusion No. VI-5)

F. Duke Energy. of Ohio (Duke)

Background

Duke uses a four tiered-approach to collect unpaid final bills, beginning fourteen days
after it has designated an account PAST DUE FINAL and continuing up to as much as seven
years:

Pre-collection
Primary Collection
Secondary Collection
Tertiary Collection

Pre-collection (early-out) begins fourteen days after an account becomes PAST DUE
FINAL. The account is assigned to an outside agency, which sends letters to customers with
the amount past due and the account number, The letter provides a toll free number to call
for making payment arrangements and also a stub which can be mailed with payment.
Payments can be made with credit card, check or by using SpeedPay. There is no outbound

1 1DR-27, on-site interviews
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calling at this point. At this stage Duke has not reported the customer to a credit agency, and
the customer has a last chance to make payment before it affects their credit.'?

If the account balance remains unpaid after thirty days, the system automatically assigns
the account to the primary collection agency. The primary collection agency will attempt to
collect on all first placement charged-off accounts from day one of charge-off (after the thirty
day pre-collection period) up to seven months and thirty-one days. If partial payments are
made, the account remains with the primary agency after the seven month, thirty-one day
cutoff.

At the eighth month, accounts are recalled by Duke and placed with a secondary
collection agency. The secondary collection agency attempts to collect for sixteen months
(months eight to twenty-four from the charge-off date). At month twenty-four, accounts
which have no payments and are not in active litigation are recalled from the secondary
collection agency and assigned to the tertiary collection agency.

The third tier collection agency, or tertiary collection agency, receives accounts that are
twenty-four months old from the original charge-off date, Accounts remain with the tertiary
collection agency until seven years from the date of the charge-off.

Accounts can be recalled from collection agencics if a customer with an outstanding
balance desires new service. In order to establish new service, the customer must pay all
outstanding balances. The collection agency is notified and the account recalled. The
collection agency is responsible for notifying credit bureaus of the zero balance.

Conclusions
7. Dmke’s recovery activities reduce the uncollectible debt rider.
« Duke quickly assigns the account to a pre-collection agency thereby maximizing
opportunity for recovery (recovery opportunity diminishes with time). Accounts are
assigned fourteen days after the final bill is issued.

o The pre-collection activity may help encourage customers o pay by offering the
customer an opportunity to avoid credit reporting,

« Duke’s four-tiered approach recognizes the different challenges and skill sets required
to collect debt at different stages of account aging.

+ Exhibit VI-4 shows the collection efficiency of the various tiers used by Duke.

" Technically, AllianceOne is a collection agency but the process still records the cusiomer as past due at this
point.
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Exhibit VI-4
Collection Agency Performance

Duke
Primaty 65.4%
Secondary 5.3%
Tertiary 3.1%

Source: Initial presentation material, page 35.

8. Duke’s addition of OCAs in 2010 could increase competition and potentially improve
performance.

« In 2010, Duke added an additional OCA at each of the primary, secondary and
tertiary levels of collection.

» Properly implemented, the addition should allow for increased competition within
each of the tiers.

Recommendations

7. Encourage competition among the OCAs at each collections stage through an appropriate
performance and reward monitoring system. (Refers to Conclusion No. VI-8)

G.Vectren Energy Delivery Ohio (CGO)
Background

VEDO uses the services of OCAs to minimize the bad debt recovered through the rider.
Debts collected through the OCAs are reduced by a commission and then credited to the
UEX rider account, if the bad debt is associated with a non-PIPP receivable.”” VEDO writes
accounts off ninety days after they are disconmected for non-payment.” During 2009,
VEDO wrote off 25,588 accounts.”” At that point, bad debt is recovered through the UEX
rider if the bad debt is associated with a non-PIPP receivable.

Beginning in November 2009, VEDQO began using both primary and secondary OCAs.
Prior to November 2009, one OCA was used. Accounts are transferred to the primary OCA
nineteen days efter the final bill. The primary OCA begins a telephone campaign using an
automated dialer on the next business day. For the first thirty days, the customer is called at
least once & day. For the following sixty days, calls are made every other day and at ninety
days the calls are reduced to twice per week. After 120 days, the calls are made on an ad hoc

'3 1 Barrett and Initial Presentstion
** Initial pregentation
'* Binder from L. Friedeman (R, Boling Tab) — Ohio Accounts Written Off
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basis.'® For accounts greater than $100, a Jetter is sent the next business day afier start of the
telephone campaign. After positivc contact is established, one of four outcomes occurs:

Full payment is collecied

Payment terms arc¢ negotiated

Debt is disputed

Customer is unable to commit to payment.

* o 0 @

Afler eighteen months, if there is no resolution on an account, the account is transferred
t0 a secondary OCA."" The secondary collection agency begins a campaign of telephone
calls and letters. Prior to December 2009, the accounts remained indefinitely with the

primary OCA.
Conclusions

9. While VEDO's primary collection agency reduces the uncellectible debt rider, the use of
only one primary OCA dogs not promote competition.

e Accounts are transferred nineteen days after the final bill is issued.

« The OCA is compensated based on a commission basis. Competition might reduce
fees and improve performance.

¢ VEDO monitors OCA performance. During 2009, the primary OCA aitempted to
collect debt against 21,881 accounts representing seventy-five percent of the total
number of accounts written off. Exhibit VI-§ provides the performance results of the
primary OCA for the past three years.

Exhibit VI-5§
Primary Collection Agency Performance
YEDO

2008 9%
2009 8%
Source: Binder from L. Friedeman (R. Goodge Tab)

— Netback report

10. VEDO appropriately added a secondary OCA in November 2009,

« The transfer of accounts to the secondary agency after a pre-specified period of time
may pressure the primary QCA to improve performance.

16 Email R. Boling to D. Francis 3-19-10
17] Boling
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» The first month of revenue coliection by the secondary OCA has shown some

promise. In fourteen days, the secondary agency collected debt from fourteen
accounts for a total of approximately $2,300.'®

Recommendations

8. Consider adding a second, primary OCA and encourage competition among the OCAs at

each collections stage through an appropriate performance and reward monitoring
system. (Refers to Conclusion No. 9)

*® Binder from L. Friedeman (R. Goodge Tab) - Spreadsheet
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CHAPTER VII: METER READING, BILLING AND
PAYMENTS

This Chapter provides a discussion of the Ohio gas utilities’ meter reading, billing, and
payment channels. The primary interface between the customer and the natural gas company
is the meter. The meter serves as the equivalent to a retail cash register. Providing the
customer with accurate, timely bills and a varicty of options to facilitate payment are key first
steps in ensuring payment.

A. Summary of Regulatory Requirements

Metering

Ohio Administrative Code (OAC) 4901:1-13-04 provides the framework defining when
and how a customer’s meter is read and maintained. With a few exceptions such as
temporary or special installations, the Code mandates that all natural gas service be metered,
and requires that all meters be of a commercially acceptable standard. Natural gas utilities
are required to install meters for all service locations as practical and perform meter reads at
the following times:

» Termination of service if the meter has not been read in the preceding 70 days,
« [Initiation of service, and .
» Attempt meter reads at least every other month.

According to the Code, the utility must obtain an actual meter read at least once every
twelve months. The natural gas utilities are required to file a meter reading plan with the
PUCQ every three years that outlines how all meters will be read at least once every twelve
months.

The natural gas utilities are also responsible for the overall maintenance and accuracy of
the meters. As such, the utility is responsible for maintaining appropriate records as to the
location and identification of all meters, and the results of meter testing. The wutility is
required to test a meter at customer request and replace or repair a meter at no cost to the
customer if the meter is defective.

Billing and Payments

OAC Chapter 4901:1-13-11 describes the requirements and stipulates the standards
concerning bills and payments for natural gas utility service. Utilities are required to issue
accurate bills at regular intervals, and must make several payment options available to
customers. Those options may include, but are not limited to: cash, check or money order
payments made in person to the company or & payment agent; check or money order through
the mail; check over the telephone; credit card; or electronic money transfers. Each natural
gas company must, upon request, provide customers with an updated list of available
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payment options and descriptions. The list must include the name and street address/location
of the nearest payment center and/or local authorized agent, and all applicable fees for
utilizing the various methods available for payment of customer bills. The natural gas utility
may not deny a customer the use of one or more of the payment options solely because the
customer's account is in arrears.

Payments made in person must be credited immediately to the customer’s account, where
feasible, and, at a minimum, as of the date received. Payment made through other means
must be credited within two days from receipt (immediately where feasible). In accordance
with the Code, partial payments, excluding those related to disputes and payment plans, are
to be credited as follows:

+ First, credit past due distribution and sales service charges.
» Second, credit current distribution and sales service charges.
» Third, credit past due and current non-regulated charges.

Customers cannot be disconnected for non-payment if payment is received on the
disconnection date, assuming payment is received prior to actual disconnect action.

B. Preferred Practices
The Ohio gas companies were evaluated against the following preferred practices:
» Customers are issued timely and accurate bills, and in accordance with regutations.

« Bills are not held by the utility for an extended period of time as a result of meter
reading and billing exceptions.’

» Customers are offered a variety of payment channels.

C.Key Practice Comparison

Exhibit VII-1 provides a comparison of key practices and procedures. Additional details
regarding each utility’s activities are provided in subsequent sections.

Exhibit VII-1
Key Practice Comparison ~ Meter Reading, Billing and Payments

T E R B AL
Sl e
g 3

Bi-monthly Bi-monthly Bi-monthly Monthly Monthly
minimum
Percent actual read One actual read |  99.6 percent 99.75 percent 99 8 percent 99.99 percent
within twelve months per twelve
months
Reads inactive meters NA Yes Yes Yes Yes

Read frequency
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Routes read NA Manually 33 percent 95 percent About 67
<10 percent manual Manual percent
AMR 13 percent <10 percent manually,
remote AMR 33 percent
i‘ii"l%;""r "‘" e
Performs standard
checks to ensure bill
accuracy
Meter to bill duration NA Three-day read
window
‘ T R s ol N‘ ’;1‘]','&-;;'5?&2%*“;'15’31.35;,7};5- iy SR TG AT < AR
Payment channels Several required | Mail, in-person, Manl m-person, Mazl m-perscm, MaJl m-pcrson,
authorized authorized phone, online authorized
agent, phone, agent, phone, agent, phone,
online online onling
Payment methods Several required | Cash, check, Cash, check, Cash, check, Cash, check,
credit or debit credit or debit credit or debit credit or debit
card, e~-check card, e-check, card, e-check card, e-check
gift certificates
Can pay on day of Required Yes Yes Yes Yes
disconnect to avoid
disconnection
D. Columbia Gas of Ohio, Inc. (CGO)
Background

CGO reads approximately 1.48 million meters on a bi-monthly basis, using a 21-day
cycle. Routes are currently read manually. Of the 1.48 million meters (1.40 million active)
348,000 (or 24 percent) are mSIde meters.! About 85,000 of the inside meters are equipped
with mechanical remote indexes.? Customers are bllled monthly based on actual reads in the
read month and estimated reads in the non-read months. CGO is in the first year of a five-
year plan to implement automated meter reading (AMR). As of October 2009, CGO had
installed AMRs on 122,000 meters. As AMR installations reach saturation in an area, CGO
switches to monthly reads.

Meter reading is primarily performed by an outside contractor with a workforce of about
100 meter readers. For its bi-monthly performance measurement, CGO considers aread by a
meter reader, a customer, or a remote device to be an actual read. The OAC requires one
actual read every twelve months; for purposes of compliance with the Code requirement, the
meter must be read by the company.

CGO maintains three billing systems: the Distribution Information System (DIS), Gas
Measurement Billing System (GMB/GAS) and a Gas Transportation System (GTS). Most of
CGO’s customers are billed out of DIS. GMB/GAS and GTS are used for about 6,000

! Data Response 13
? Data Response 9
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accounts. Gas transportation customers are not included in the utility’s bad debt tracker.
Exceptions are reviewed by a combination of CGO and IBM contract employees. Prior to
January 2008, this function was performed entirely by IBM. Re-reads requested by billing
are performed by the same meter reader that performed the initial read. A service technician
becomes involved if the request is outside the reading window or if billing is still
uncomfortable with the read, and customers are notified of the scheduled re-read date. The
responsiveness of the service department has improved recently, and about 80-85 percent of
re-read appointments are made within the scheduled window.?

Conclusions

1. CGO has appropriate processes to ensure meters and reads are accurate.

During the period January through October 2009, over 90 percent of scheduled reads
were obtained each month, The meter reading Service Level Agreement (SLA) and
internal targets requires a read rate of 75 percent for inside meters and 99 percent for
outside meters. Through mid-December 2009, year-to-date results were 80.3 percent
for inside reads and 99.8 percent outside reads.”

CGO has a testing program for new and existing meters. Ten percent of each new
meter shipment is tested, and existing meters are tested on a sample basis. Existing
meters are selected randomly, with the percent tested based on the type and size of the
meter. Meters are also tested at the request of the customer.’

Handheld meter reading devices have built-in checks that require re-entry of reads
that fall outside certain parameters. The device will accept a re-key of the same
eniry; however, this might generate a billing exception.®

Meter reading performance is reviewed monthly both in aggregate and by individual
meter reader. CGO reviews the percent inside reads, percent outside reads, failed
reads, and billing errors per 1,000 reads.” Billing exceptions are reviewed with meter
readers as part of the monthly review process.

Through October 2009, CGO’s reading accuracy was 99.7 percent. Accurate reads
are defined as reads for which no billing exceptions are generated.

CGO attempls to read inactive meters during the bimonthly reads.*

Remote meter indexes are verified annually. Remotes with variances greater than
10ccf are replaced.” CGO fully implemented its Meter Reading Plan in 2009,

* December 17, 2009 interview with Meter Reading and Billing

* Meter Reading Performance Summary

* December 17, 2009 interview with Meter Testing

% December 17, 2009 interview with Meter Reading and Billing

7 Meter Reading Performance Summary and Meter Reading Performance Report
8 December 17, 2009 interview with Meter Reading and Billing

% December 17, 2009 interview with Meter Reading and Billing
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2. Less than one percent of the CGO meters had not had an actual read within the last
twelve months as required by the OAC,

» As of October 2009, meter readers had read 99.6 percent of CGQO’s active meters
within the past twelve months. Fewer than 6,000 had not been read within the
required time frame. '’

+ Exhibit VII-2 provides an overview of the customer notification process in the event
CGO is unable to obtain an actual read. Termination notices are included on the bill
after fifteen months; however, terminations are not scheduled during the winter.

Exbibit VIi-2
Meter Reading Customer Notification Process
CGO
Month
Read
aempt 32 34 S 6 7 8 9 30 il 12 13 14 15 Tar?:::llian
F T I ST I .- L e MR B e : Summer Only
F & A A A A
Daor Tag -] Bill Messag Bilt Lettar Latterw/  TermNotice
Message and and Caff Message Term Date on Bt}
Posteard

Source: December 17, 2009 interview with Meter Reading and Billing, Data Response 9 and meter access
letters, postcards, and bill messages.

» Exhibit VII-3 provides a distribution showing the age since the last actual read.
Only 3,000 accounts had not had an actual read in over gighteen months.

Exhibit VII.3
Distribution of Meters without an Actual Read in Twelve Months
CGO

Nummber of Active Meters

12-12months 1924 monthe 23-36months  37-18months Over 40
months

Date 8ince Last Actasl Read

Source: Data Response 2-2.

19 November 18, 2009 presentation. As of October 1, 2009, less than 6,000 of CGO’s 1.4 million active meters
had not had an actual read in over twelve consecutive months (0.4 percent).
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The backlog of meters without an actual read in twelve consecutive months has
declined. In August 2004, the number was 21,495 active metcrs; as of October 1,
2009, the count had dropped to 5,786 active meters."

3. CGO uses an industry standard system of checks to ensure the accuracy of customer bills,
and bills are rendered timely.

The billing systems generate standard exception reporis including high/low, negative
use, 90 percent prior consumption, zero use, and revenue class limit checks.'” The
high/low parameters consider prior month’s reads and prior year's reads.> Accounts
are reviewed to determine if consurnption is in line with expected usage or can be
explained by information noted in the account. Where necessary, billing will request
a re-read. Through November 2009, the system generated 368,000 exceptions for the
2009 year. Less than ten percent of those necessitated a re-Tead.

The bill print batch is not held up while exceptions are investigated, and the bill
exception backlog levels are reasonable. CGO provides service to 1.4 million
customers and the billing exception backlog in December 2009 was less than 1,000.

System tests and bill recalculations are performed when new rates are put into the
system.

On a monthly basis, CGO pulls and checks random bills, and intemal audit performs
Sarbanes- Oxley (SOX) testing.

4. CQGO offers its customers an appropriate array of payment options.

Customers can pay via physical check, cash, credit card, and recurring or one-time
debits from the customer’s checking account.

Payments can be made in-person at authorized payment locations, over the phone
using a checking account or credit card, by mail, or online. About half of CGO’s
payments are received by mail. The remaining are made at authorized payment
locations administered by Western Union (eight percent), and online or over the
phone using a credit card, debit card, or electronic check. “E” channels account for 22
percent of the payments.

If a field collector arrives at the customer premises to disconnect service the customer
can make an immediate payment over the phone or make a payment the same day at
an authorized payment location to avoid disconnection,

'! Data Response 2-2

"2 December 17, 2009 interview with Meter Reading and Billing and High/Low Revenue Class Limit Checks
"> High/Low Revenue Clasgs Limit Checks

" December 18, 2009 interview with Rates

15 December 18, 2009 interview with Rates
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Recommendations

None

E. Dominion East Ohio, Inc (DEO)

Background

DEO reads the majority of its 1.29 million meters on a bi-monthly schedule, estimating
bills in the “off” months. Some large industrial and commercial meters are read monthly.
DEO is in the third year of a four-year plan to install AMR for all its customers. As of
October 2009, DEO had installed 686,508 AMRs (53 percent of all meters). AMR
installations take place on an area by area basis. As most of a geographic area is converted to
AMRs, DEO consolidates meter reading routes and converts that area to monthly reads.'® As
of October 2009, only approximately seven percent of DEO’s meters are located inside a
structure without any type of remote read options (gither Hexagram (HEX) or AMR). "/

All DEO meters are read by DEO employees. DEO has a three-day meter read window
for each route. The optimum read date is the first day of the window. Meter reads are
uploaded to the billing system at the close of the three-day read window. Any meters that
have not been read by the end of the three-day window, for whatever reason, are estimated
for that month. Bills arc mailed the day after the close day (day 3)."® Meters that are not
read within the three-day window will not be scheduled for another read until the tiext cycle
for that route, two months out.

In July 2007, DEO and the PUCO agreed on a plan to improve communication with
customers regarding the need for access to read meters.'”” An actual read is any meter read
by a DEO employze, either visually or through HEX or AMR remote devices. Customer
reads do not count as an actual read for purposes of OAC compliance. Exhibit VII-4
provides an overview of the customer notification process relative to the meter access
requirement.

Exhibit VII-4
Meter Access Customer Notification Process
DEO

16 On-gite interviews

'7 Company presentation, p. 22

" DR-8

1% IDR-8, attachment (July 31, 2007 letter from Doris McCarter to Jeff Murphy, plus attachments)
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Read
Attempt

Door Tag wf every Outbound First Second  Letterw/ Term Notica
read attempt Call Letter Letter  Term Natice en Bill

Source: IDR 8, DEO Meter Reading Plan, Revised July 20, 2007.

DEO maintains two billing systems: the Customer Care System (CCS) which is used for
most customers, and the Special Billing System (SBS) which is used primarily for customers
taking service at high pressure and those using electronic gas measurement (hourly) meters.
Only 0.3 percent of DEO’s accounts, constituting 40 percent of gas throughput, are processed
through the SBS.?°

Conclusions
1. DEQ has appropriate systems in place 1o ensure accurate and timely meter reading.

= In 2009, DEO read 93.1 percent of its meters as scheduled, compared to a goal of
92.0 percent.!

» DEO’s error rate on meter reading was 0.12 percent in 2009, well below the goal of
0.29 percent. In the past g?.()(}'? and 2008}, the meter reading error rate was as high as
0.35 percent of all reads.’

» Handheld meter reading devices are programmed to alert the meter reader in the event
of an entered read that is either hlgher or lower than expected. The meter reader must
then confirm or correct the read.”?

» Meter exception reports are generated daily for any uploaded meter read that shows
negative consumption (where the meter reading is less than the prior actual read).
These bills are put on hold so the meters can be re-read by a supervisor to ascertain
the correct reading. Supervisors also use the reports to identify if there are any
recurring problems with a specific meter reader, If a particular reader has several
errors, they will be called in for additional training. 2

¢ The processes used to estimate bills on “of” months (when meters are not read), for
meters with access issues, and for error situations where re-reads cannot be made
within the three-day read window, use an appropriate combination of historic
consumption data and actual weather,

0 Company presentation, p. 25

2! DR-EQG-2-13, on-site interviews and DEQ Verification Response
% DR-EOG-2-1a

2 DR-FOG-2-4

2 Qu-site interviews
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2. The meter reading and billing processes are part of SOX comphance andits and are
awdited on an annual basis by DEO's internel audit group.” DEO has apptopriate
mechanisms in place to ensure that all meters have an actual read at least once every
twelve months, as required by the OAC,

*

As of December 31, 2009, DEO had read 99.75 percent of its meters within the
twelve-month window, as required by the OAC.%

Termination notices are included on the bills after fourteen months, and customers are
terminated for lack of access. In accordance with the agreement with the PUCO,

DEO will exercise resttamt relative to terminating customers for lack of access during
extremely cold weather.”

As of the end of 2009, fewer than 3,000 meters of the 1.29 million meters on DEQ’s
systern had not had an actual read in over twelve months, Exhibit VII-5 shows the
distribution of meters not read in both 2008 and 2009. Fewer than 650 meters had not
been read in more than 24 months, &

DEO has reduced the backlog of meters not read within the required twelve-month
period. At the end of 2008, DEQO had almost 10,000 meters that it had not read in
more than ten months, as opposed to only 3,400 meters not read at the end of 2009.
The number of meters that had not been read in more than 36 months was reduced
from 268 to 65 between the end of 2008 and the end of 2009.%

DEO offers its customers the option of morning or afternoon scheduled appointments
o read inside meters, and many of their districts offer Saturday appointments as

well. 3

Exhibit VII-5
Distribution of Meters without an Actaal Read in Tweive Months
DEQ

% Compeny presentation p. 24
% DR-EOG-2-1a

7 {DR-8

# DR-EQG-2-1a
¥ DR-EOG-2-1a and DR EOG-3-17
* IDR-16, PUCO Staff Customer Services Audit, March 2009, p. 14 of data response
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Date Since Last Actual Read

Scurce: 2008 from DR EQG-3-17, 12-23 months data estimated from 10-23 month
data provided, 2009 from DR EOG-2-1.

3. DEO has appropriate mechanisms embedded in the meter reading and billing systems to
identify and evaluate high/low, negative use, and zero reads.

+ Bills can be held for negative reads (errors), zero reads on active meters, or for
unusually high reads. (Zero and very high reads are not included in the meter read
error rate mentioned previously.) The average number of months a customer was
back billed is not available. However, DEC will not back bill more than 12 months
for any defective equipment or consecutive estimate situation.’

+ Held bills are subject to investigation to determine if the exceptions can be explained
by information noted in the account. If necessary, billing will request a meter re-read.

+ DEO has a goal to not hold bills for more than seven days. Bills that cannot be
resolved within that period of time are cancelled and an estimated bill is generated
and mailed to the customers.”” Exhibit VII-6 provides the number of bills not
worked (cancelled) per month in 2009.

Exhibit VII-6
Bills Held Greater than Ten Days - 2009
DEO

3" DEQ Verification Response
2 On-site interviews
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Source: DEO Verification Response.

Qowsﬁﬁﬁ

4. DERO offers its customers an appropriate range of payment options.

e Customers can pay via physical check, cashs, credit card and recurring or one-time
debits from the customer’s checking account.

+ Payments may be made in-person at authorized payment locations, over the phone
using a checking account or credit card, by mail, or online.**

+ If a field service representative arrives at a customer location to disconnect service,
the customer can make a payment over the phone immediately to avoid
disconnection. Typically, field service representatives will atlow a customer showing
cash to travel to an authorized payment location to pay the bill, with the field service
representative returning later in the day to view proof of payment (to have the order
cancelled).

o DEOQ’s Customer Referral Guide indicates that customers can also pay using gift
certificates, which can be purchased omline or by calling CertifiChecks. Gift
certificates are available in specific denmnmatmns and are treated like any other
paymeat option when received by DEO.* Discussions with DEO did not include this
optlon

Recommendations

None

F. Duke Energy Ohio, Inc. (Duke)
Background

Duke reads approximately 420,000 gas meters and 680,000 electric meters on a monthly
basis, using a 21-day cycle. Rottes are primarily read manually using hand held Data Cap
devices with less than 24,000 gas meters read using AMR. Of the 420,000 gas melers,
182,000 (or 42 percent) are inside meters.*® Access to inside meters represents a challenge to
all utility meter reading. Approximately 65,000 of Duke’s customers (gas and electric) have

» Company presentation, p. 46
3 Company presentation p. 46, EOG-3-8, pp. 24-27
* DR E0G-3-8, p. 24
3 Initial presentation and handout November 19, 2010
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provided Duke with keys to their premises allowing Duke access to read the meters. Duke
maintains a “key room™ with all 65,000 keys that are checked out in advance by meter
readers who enter the premises with the keys and read the inside meters, Duke also has an
EZRead program by which customers read their own meters each month with Duke requiring
a read by Duke personnel once during a twelve- month period. AMR mieters are read via
either a handheld device (without entering the premises) or via a van equipped with AMR
equipment.”’ Duke also has a small number (10,000) of SmartGrid meters where data is
collected through the communications infrastructure.®

Meter reading is performed by an in-house workforce of about 180 full-time and part-
time meter readers of which approximately 155 generally read in Ohio.”® Unlike the other
utilities, Duke meter readers read both gas and electric meters. Duke’s meter reading goal is
to safely, accurately, and with great customer stewardship read all assigned meters.*
However, due to access issues, Duke estimated about fifteen percent of the bills between
September 2008 and August 2009.*!

Duke meter readings are processed and passed to the Customer Management System
(CMS) where the billings rates are applied to usage. CMS is an older, mainframe system,
otiginally implemented in 1993 with major updates in 2001 and 2003. CMS is 2 Midwest
only system and is not used by Duke’s Carolina operations. Bills are checked at this point
for abnormalities and those passing the quality check are sent via electromic files to the
outsourced vendor for printing, inserting and mailing to customers.

Conclusions
. Duke has appropriate processes to ensure meters and reads are accurate.

s Duke has a testing program for new and existing meters by the meter shop in the
power delivery organization. Both new and existing meters are tested on a sample
basis. Meters are also tested at the request of the customer or when abnormalities
such as zero reads are detected,

« Duke handheld meter reading devices have built-in checks that require re-entry of
reads that fall outside certain parameters. The second entry requires entry of the last
four digits of the meter number prior to rekeying. The device will accept a re-key of
the same entry and is designed to eliminate key punch errors.

« Meter reading performance is reviewed monthly both in aggregate and by individual
meter reader including productivity and accuracy.

¥ ftron Mobile Collections software

¥ Document request 008

* Some operations and personnel work in both Ohio and Kentucky for efficiency purposes

* Duke Verification Response

*' NSC-DR-01-014. During that period Duke sent 8,940,637 Ohio gas and electric bills; 1,364,540 Ohio and
Kentucky bills were estimated. Ohio-only estimated bill counts were not provided. Kentucky represents a
small part of Duke's operations.

“? January 22 interview with meter reading
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2. Less than one percent of Duke’s meters have not had an actual read within the last twelve
months as required by the OAC.

e If meters cannot be accessed, Duke takes several steps. Duke makes use of the
existing AMR program to address hard to access meters thereby eliminating access
problems, They may also attempt to enroll the customer in the EZRead program.
Failing that they may attempt to obtain a key for access to the premises.

e As of August 2009, Duke meter readers had read 99.8 percent of its active meters
within the past twelve months (less than 800 of Duke’s 420,000 active meters were
not read), as required by the QAC.®

+ Exhibit VII-7 provides a distribution showing the age since the last actual read.
Only 13 accounts had not had an actual read in over eighteen months.

Exhibit V11-7
Distribution of Meters without an Actual Read in 12 Months
Duke
<
£
>
$
g
by
e
é e
4
Consecutive 3-11 months 12-18months Maozethan 18
Months monihs
Date Since Last Actual Read

3. While Duke has an industry standard system of checks and balances to ensure that
customer bills are accurate and are rendered in a timely manner, the PUCO staff has
identified some deficiencies in Duke’s processes for monitoring and responding to
potentially defective meters.

» The billing systems generate standard exception reports including high/low, zero and
negative usage. The high/low parameters consider prior month and prior year/same
month reads. Accounts are reviewed to determine if consumption is in line with
expected usage or can be explained by information noted in the account, such as
changes in appliances.

* November 18, 2009 presentation
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« Accounts which do not pass quality checks must be reviewed and corrected by a
billing representanve Once reviewed and corrected, the accounts are rerun through
the billing system.*

 As aresult of PUCO staff concerns regarding the timeliness of Duke’s investigation
into potentially defective meters, Duke is reviewing its processes.” Duke reports
1,978 zero usage meters in 2008 and 3,518 in 2009.

« Defective meters which are not addressed in a timely manner may result in a
significant back bill, which the customer may have difficulties paying. However, the
numbers of zero use meters are not likely to have a significant effect on the
collections process.

« System tests and bill recalculations are performed when new rates are put into the
system or changes ar¢ made to the regulations.

« On a daily basis, Duke pulls and checks random bills to ensure system calculations
are accurate. In addition, routine SOX testing is performed. This is also standard
industry practice.

4. Duke offers its customers an appropriate array of payment options for both their gas and
electric customers.

« Customers can pay via bank account using Duke's automatic payment plan (Bill
Payer2000).

o Customers can also make one-time payments usmg a physical check, cash, cred:t
card, money orders and debits from the customer’s checking account.

« Payments can be made in-person at authorized pay agent locations or at Duke’s office
at 8® St. and Linn in Cincinnati. Pay agents are local retailers authorized to accept
cash, check, and money orders. Payments can also be made over the phone using a
checking account or credit card via Speedpay, by mail, or online at the Duke Energy
web site,

« If a field Service Technician amives at the customer premises to disconnect service,
the customer can make an immediate payment over the phone to avoid disconnection.

Recommendations

None

“ Original presentation and January 21 interviews with Customer Billing
% Staff Verification Response
“ NSC-DR-02-059
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G.Vectren Energy Delivery Company, Inc. (VEDQO)

Background

VEDO reads approximately 339,000 meters in the greater Dayton area on a monthly
basis, using a 21-day cycle. Of the 339,000 meters, 98,000 (or 30 percent) are inside meters.
About 83,500 of the inside meters are equipped with mechanical remote indexes allowing for
automatic meter reading. Customers are billed monthly based on actual reads. VEDO has
recently completed the installation of 60,000 meters equipped with AMR bringing the total
number of meters with AMR technology to 117,000. The remaining meters are manually
input ntilizing Itron handsets.

Meter reading is performed by three outside contractors. Each contract is assigned a
specific area of VEDO service territory. VEDO considers only reads from meter readers or
remote devices (o be actual reads. The QOAC requires one actual read every twelve months,
For purposes of compliance with the Code requuemcnt the meter must be read hy a meter
reader.  VEDO's system average number of days since previous sead is 30 days.*’

VEDO utilizes the Banner billing system for all customers. The Banner system interfaces
with an Itron system that loads meter reads into the billing system. Gas sales and gas
transportation customers served under VEDO Rate Schedules 310, 315, 320, 325, 330, and
341 are included in the utility’s bad debt tracker. These rate schedules represent residential
and general service customers. Large transportation customers are not included in the
utility’s bad debt tracker.

Billing exceptions are revnewed by the VEDQ’s intermal meter reading department the
day following the meter read, Approximately 2.8 percent of all bills were estimated of
which 2.1 percent represented 1nucces31ble meters, resulting in the billing system rejecting
seven-tenths of one percent of all reads.*

Conclusions
1. VEDQ has appropriate processes to ensure meters and reads are accurate.

» From September 2008 through August 2009, 97.9 percent of all scheduled reads were
obtained. VEDO’s meter reading contractor narrowly missed its target of 98 percent.
The 2009 aggregate performance results are show below in Exhibit VII-8.

Exhibit VIL-8
External Meter Reading Performance
VEDO

“" DR 14 and interview with R. Boling on 1/27/2010
* Interview T. Massey January 27, 2010
“DR 14

+
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9% 99.9 %
Meier Read Completion Rate 98.0% 97.9%
Met Appointments Rate 95.0% 96.8%

Source: Emajl Response L. Friedeman to D. Frencis 2/24/2010.

Meter reads are loaded into the system the evening the meters are read. The system
performs an analysis to accept or reject read based on expected consumption and
previons months’ reads. Rejected reads are analyzed the next day by the billing

group.

Meter reading performance is reviewed monthly and annvally. Performance is
evaluated against contractual requirements.

From Sepiember 2008 through August 2009, VEDO’s reading accuracy was 99.9
percent.  Accurate reads are defined as reads for which no billing adjustments are
generated,

VEDQ attempts to read inactive meters during the monthly reads.

2. VEDO uses an industry standard systern of checks to ensure the accuracy of customer
bills, and bills are rendered timely.

The billing system generates standard exceptions to meter reads including high/low,
idle, negative, missing, and zero use. The high/low parameters consider the prior
month’s read and the prior year’s read. Accounts are reviewed to determine if
consumption is in line with expected usage or can be explained by information noted
in the account. Where necessaty, billing will request a re-tead.

The bill print batch is not held up while exceptions are investigated. Bills are printed
within 48 hours afier the read is obtained.*

System 5tlt:;;.ts and bill recalculations are performed when new rates are put into the
system.,

VEDQ conducted a billing accuracy review in 2006. This review included a review
of the timely handling of billing exceptions. VEDO has also instimted a six-sigma
quality control process to ensure meter reading and billing accuracy.*

3. VEDO effectively minimizes the number of meters with multiple months of estimated
reads.

Three hundred-twenty-four meters have not had an actual read within the last twelve
months as required by the OAC.”

*® Interview Massey 1-27-10.
*! Interview Jos Burkett January 28, 2010
*2 DR 17 and Initial Presentation
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+ Exhibit VI[-9 provides an overview of the customer notification process in the event
VEDQ meter readers are unable to obtain an actual read. VEDOQ aggressively
terminates service anytime after twelve months; however, terminations are conducted
only in the non-winter months.

Exhibit VII-9
Meter Reading Customer Notification Process
VEDO

e o
Not 2 Month 10 day phone call
On BHl Lateer and then discannact

Source: R. Boling Interview January 27, 2010

4. VEDO offers its customers an appropriate ammay of payment options.

» Customers can pay via physical check, cash, credit card, and recurring or one-time
debits from the customer’s checking account.™

» Payments can be made in-person at authorized payment locations (VEDO has 82 in
the Dayton area), over the phone with the assistance of a CSR or through the IVR, by
mail, by monthly automatic bank drafts, at a third-party bill pay vendor, or online
utilizisrgg VEDOQ’s website. About sixty percent of all payments are received via US
Mail.

« If a field collector arrives at the customer premises to disconnect service, the
customer can pay cash at the door or make a same day gayment over the phone or at
an authorized payment location to avoid disconnection.’

Recommendations

None

3 Email from L. Friedeman 3-2-2010 & D. Prancis
** Initial Presentation

55 Ibid,

% Ibid.
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CHAPTER VIII: REGULATIONS

This chapter provides a discussion of selected regulations and the effect on the utilities
collections performance.

A.Recovery Mechanisms

Uncollectible Ohio utility customer debt is recovered through two rate riders. The Public
Utilities Commission of OQhio (PUCO) established the Percentage of Income Payment Program
(PIPP) and associated rider in the late 1980s, and the Uncollectible Expense (UEX) rider in
2003. The PIPP rider is used to recover the arrearages and past due balances associated with the
PUCO-mandated limited income assistance program. The UEX rider is used to recover the bad
debt expenses associated with non-PIPP customers. While the riders allow for the recovery of
the bad debts themselves, most of the costs assotiated with the actual collection activities are not
included in the riders. Instead, most collection costs continue to be recovered through base rates.
This provides a potential incentive for utilities to reduce their internal cost of collections and
potentially reduce collections performance. The riders effectively shift the collections risk from
the utility to the customer. Exhibit VIiI-1 provides the PIPP and UEX rider rates in effect from
2006 through 2010.

Exhibit VIil-1
Annual Rider Rates

$0.2116 so 1631 so 2157 , $0.1866
PIPE ' $0.4004 $0.4004 $0.4004 £0.6065 $£0.6065
TEX + PIPP $0. 6] 20 $0.5635 $0.6161 $0.7931 $0.7931

: B R R b e il S ;“!“' 1y HRhEeE EHHMET e R
UEX $0. 2906 $0.5674 $0.2133 $0.2133
pIpp ! $0.5653 $0.5653 so 5653 $0.5653 $1.7078
UEX + PIPP ::u sssg $1.1327 £1.0097 $0.7786 $1.9211
i i G T R v e RIS

UEX so.oooo' 00000 | $0.0000 ] $0.1569 |  $0.1569

pipp! $0.1690 $0.1900 $0.2213 $0.2213
UEX + PIPP $0.16%0 $0.1500 $0.3782
i “EEh i *_55. el &m;f{:@r_u o5 ,EI?:E e S T
UEX $0.1468 $0.1882 $0 2115

PIPP $0.1229 $0.2377 $0.2377 $0.2377
UEX + PIPP $0.2697 $0.425% $0.3542 $0.4492 $0.4492
' Annual edjustments not required.

? Duke's non-PIPP bad debt was included in base rates uatil 2009.

Source: Rider rates provided by PUCO staff.
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While the utilities are required to prepare annual UEX rider reports and adjust rates if the
change is greater than or less than ten percent, there is no similar requirement for PIPP. As a
result, customers may be subject to substantial rate changes when PIPP rates are adjusted.

As part of the audit, NorthStar contactes other regulatory utility commissions to determine
how uncollectible costs are recovered and whether the utilities are subject to bad debt targets.
Details of our review are provided in Appendix A. None of the states that responded to our
request for information have established specific bad debt targets. Highlights of our survey are
provided below:

In both Kentucky and Indiana, most utilities recover bad debt through base rates.

¢ Larger Indiana gas utilities recover the portion of bad debt related to the commodity
portion of the bills through the state’s Gas Cost Adjustment (GCA) mechanism. The
Indiana commission has seen bad debt amounts increase in the past few years, which has
motivated the larger gas utilitics to request recovery of the commodity portion of the bad
debt through the GCA. The Indiana commission has occasionally reduced the amount
requested by utilities in a rate case for bad debt allowances.

« Kentucky recently approved recovery of the commodity portion of bad debt through
those utilities’ GCA for Columbia of Kentucky and Duke Kentucky. Atmos Gas has
requested this treatment in a pending rate case, and the Commission is expected to
approve it. The continued high level of gas prices is the motivation for these requested
changes in Kentucky, Non-commodity portions of bad debt continue to be recovered
through base rates and are not subject to adjustment between rate cases.

Pennsylvania utilities recover bad debt expense through their base rates as Cash Working
Capital. There is no mechanism for adjusting bad debt allowances between rate cases. The
Pennsylvania Public Utilities Commission collects data on bad debt, and makes that information
available annually on their website for all regulated utilities. No specific action is taken based on
the metrics collected.

Michigan is moving towards adoption of a bad debt tracker mechanism for its utilities.
MichCon Gas has had a bad debt tracker account for several years that establishes a base level of
bad debt in a rate case, with an annual up/down adjustment mechanism if actual bad debt differs
from the adopted level. The MichCon program provided a 90/10 split both above and below the
rate case level — if bad debt was higher than the adopted level, the company was only allowed to
recover 90 percent of the difference through the tracker, and if it was lower than adopted, the
company was able to retain ten percent of the savings. The Michigan commission has nine rate
cases open currently, and in all but one the utilities have proposed a similar bad debt tracker
mechanism. In these open cases, the commission is moving towards an 80/20 split both above
and below the level of bad debt set in the rate cases.

Connecticut gas utilities recover uncollectibles through base rates.
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Recommendations:

1. Require the utilities to file quarterly or annual reports providing information on their
collections activities and effectiveness to assist the PUCO staff in monitoring performance.
Work with the utilities to develop consistent definitions and a reporting framework.
Suggested metrics could include:

o Financial: Non-PIPP residential bad debt as a percent of Non-PIPP residential billings
(gross and net of recoveries), total bad debt as a percent of total billings (gross and net),
delinquency aging, net wnie-offs and recoveries, and PIPP arrearages.

¢ Economic: Numbers of bankruptcies, numbers of PIPP customers, and numbers of
delinquent customers.

o Effectiveness:
- Deposits: numbers of accounts eligible for deposits and number of deposits collected.

- ‘Termination Notices: Number of bills sent, number of delinquent accounts, number
of accounts eligible for termination notices, number of termination notices sent, and
number of customers eligible for termination following notification.

- Payment Arrangements: numbers of payment arrangements made and broken by
type.

- Field Collections: Number of accounts eligible, number scheduled, number worked,
number terminaied, number collected,

2. Require annual PIPP filings and adjustments to the rates if the rates increase or decrease
beyond a certain threshold.

B.PIPP

The PIPP program is a social benefit program intended to reduce the effect of heating bills on
low-income customers. Families with income at or below 150 percent of the poverty level are
eligible for the program. The program is state-wide and was established by the PUCQ. The
Ohio Department of Development is responsible for enrollment, income verification and
establishing monthly payment amounts. Under cutrent terms of the program, participants pay
ten percent of their income 1o the utility that provides their primary heat source, and five percent
to the utility that provides any secondary heat.! Utilities are authorized to recover the difference
between the participants’ actual utility bill and the PIPP payment amount from all ratepayers
through the PIPP rider.

! Under terms of the recent PIPP program adjsstment, the percent of income will drop to seven percent for the
primary heat source utility.
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All four of the gas utilities have seen their PIPP arrearage balances increase significantly
over the past three to four years. There are several economic and demographic factors behind
this increase: .

» PIPP customer usage is higher than non-PIPP customer usage. According to DEO data,
the typical non-PIPP customer uses 99 mcf per year, whereas a PIPP customer uses
between 125 and 130 mcf.

s The economic downturn, which is particularly challenging in parts of Ohio, has increased
the number of customers qualifying for, and participating in, the program.

o The increase in natural gas prices resulted in an increase in the gap between PIPP
payments and actual bills.

= There is a tendency, which may be increasing as a result of the poor economy, for many
PIPP participants to make very few of their PIPP payments. Data from VEDO indicates
that the average PIPP customer makes only 4.2 payments per year before ceasing to pay
anything toward PIPP. These PIPP “bad debts” are also recovered through the PIPP
rider.

While PIPP is open for any customer with income at or below 150 percent of the poverty
level, in practice, the ten percent payment requirement means that the program is only beneficial
for the lowest income customers. A customer with an annual usage of 125 mef would have seen
gas bills of approximately $1,200 in 2009.2 In 2008, when natural gas prices were higher, his
bills would have totaled approximately $1,700.°> In order for the PIPP payment to make sense
for that customer, they would have to have an annual income of less than $17,000 in 2008 or
$12,000 in 2009. Incomes above that level would pay more than their annual bills under PIPP.

By design, PIPP customers accumulate significant arrearages even when they do make all
their payments, Exhibit VIII-2 illustrates the buildup of PIPP arrearages over a seven-year
period for a customer with annual income of $12,000 (essentially the highest income for which
participation currently makes sense) and for a customer with an annual income of $10,000.

! Using DEO’s Standard Choice Offer rate of $8.1195/mcf and 2 monthly customer charge of $12.50. The monthly
gas cost was adjusted up and down to reflect recent changes in price of natural gas
NorthStar analysis
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Exhibit VIII-2
Build-up of PIPP Arrearages
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Source: NorthStar annlysis.

The PIPP customer making $10,000 per year pays only $83 per month towards his gas bill.
Using assumptions about rates over the past seven years, this customer would have built up
arrearages of over $2,000 in five years, and $3,000 in seven vears. For the PIPP customer
making $12,000 and paying $100.00 per month, arrearages would reach $2,000 in six years.

If the PIPP customer ceases to make the PIPP payments and termination is delayed, the
arrcarages would increase even faster. If a PIPP customer making 310,000 per year made only
four PIPP payments and the $175 WRO payment per year and was not terminated, the customer
would build up arrearages of over $4,500 in five years and $6,500 in seven years, as shown in

Exhibit VIII-3.

Exhibit V1II-3

Build-up of PIPP Arrearages Assuming the Customer

Makes only Four PIPP Payments and Uses the WRO and is not Terminated
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Source: NorthStar analysis,
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Most PIPP customers remain in the program for years, accumulating significant arrearage
balances. As a result, even when their income increases over the point where it does not makes
sense for a new customer to come onto PIPP, an existing PIPP customer will remain on the
program 10 avoid having to address the substantial arrearage balances for which they remain
responsible.

When PIPP customers do not pay their bills, the utilities are aflowed to and do initiate
termination actions. However, termination activities can be suspended by invoking the Winter
Reconnect Order (WRO), or using medical certificates, and are frequently delayed by cold
weather moratoriums, both utility initiated and those set by the governor. Thus, terminations are
often delayed until the warmer months when they are not seen as a problem, since gas is
primarily used for heating.

The changes in the PIPP program going into effect in November 2010 should address some
of the factors that have allowed PIPP customers to continue fo participate in the program and
receive gas service while making very few payments. However, for many PIPP customers it
may be extremely difficult to find the funds needed to catch up with their PIPP payments if they
do fall behind. The wtilities, the PUCO, and the community action agencies should consider
aggressive education programs to PIPP customers regarding the changes to the program.

Utilities do not typically send PIPP bills to Outside Collection Agencies (OCAs) for credit
reporting and collection efforts. One reason for this is that these bills are actually never tumned
into “Finzl Bills,” even when the accounts are terminated. Because the PIPP bills are never
“finaled” they are not written off by the utilitics, While VEDO has sent PIPP bills to an OCA
occasionally, it had no collection success.

Other states have developed altemative mechanisms to address limited-income customers,
including rate subsidies, arrearage crediting programs, and other social programs, but face the
same chellenges as Ohio. Additional information on sclected state low-income programs is
provided in Appendix A.

Recommendations:

3. Continue and increase efforts to aggressively pursue terminations for PIPP customers who
are delinquent with their payments.

4. Develop and implement education programs to PIPP customers regarding the new
regulations and necessary changes in payment patierns.

C. Winter Reconnection Order (WRO) and Other Moratoriums

Mandatory winter disconnection moratotiums have a severe negative effect on the utilities’
ability to collect past due balances and result in increased arrearages. These moratoriums
hamper the utility’s ability to collect past due balances during the period when it would
otherwise have the greatest leverage. The most effective collections tool available to the utility
is the ability to terminate service. For a gas utility, most customers wish to maintain service
during the winter season., Customers may not use gas during the summer or may be indifferent
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to having service terminated during the summer. Moratoriums also present a resource challenge
for the utilities, and can have a negative effect on the customer as it is more difficult for
customers to pay the high balances that accrve. Keeping balances at a manageable level is most
critical for lower income customers. While customer protections are critical, WRO and other
moratoriums potentially enable customers to “game the system”. A portion of the customers
availing themselves of the moratoriums may have adequate financial resources to pay their bills.

In the past, the Ohio utilities have been subject to two different types of moratoriums:
e The WRO which is available to all customers regardless of income level.

¢ Special winter moratoriums which prevent termination of all or selected classes of
residential customers for the entire winter. No such moratorium was issued for the 2009-
10 heating season. The 2008-09 moratorium applied to all residential customers
regardless of income. In 2007, 2 moratorium was in effect for 90 days, which prevented
termination of residential customers whose household income was at or below 175
percent of the federal poverty level.

The WRO was established over twenty years ago, and the required payment amount of $175
has not changed since the 1989-90 arder. Prior to that year, the required amount was $200, The
WRO is available to all customers, regardless of income leve]. Customers pay $175 to have
service reinstated or avoid disconnection. Customers must be disconnected or received a
termination notice in order to use the WRO. PIPP customers who are current with their PIPP
payments are not eligible for the WRO. PIPP customers who are delinguent and are scheduled
for disconnect can {and do) use the WRO to defer terminations or have service reconnected. For
a PIPP customer, the WRO requires that once the $175 is paid, the customer’s remaining unpaid
balance is placed into the PIPP rider arrearages. If termination is delayed, the arrearage balance
included in the rider grows.

Over 160,000 Ohio customers used the WRO during the 2008-09 winter heating season. The
utilities received $28.3 million in payments from the WRQ compared to a balance due of $65.3
million — a recovery gap of $37 million (57 percent). About thirty percent used the WRO to
reconnect service and 70 percent to avoid termination. Thirty percent of the customers using the
WRO 1o restart service had not had service for more than 90 days. Many of the customers using
the WRO are not currently on, or not placed on PIPP.

Customers must enter into a payment arrangement and may only use the WRO once per
heating season. However, it is possible for a customer to make limited payments and retain gas
service throughout the winter, through the use of the WRO. As an example, a Duke customer
who misses a payment due on October 15 will not be scheduled for disconnection until the end
of December (December 24) per Duke’s own termination timeline. Depending an the cycle and
the weather, the figld collector may not aitempt to terminate service until the end of December or
the beginning of January. The customer then uses the WRO, makes the $175 payment and
service remains on. If the customer is issued a new bill on January 1, but defaulis on the agreed-
upon payment amount, the customer will not be scheduled for termination wntil March 26. Thus,
the customer made only the $175 payment and maintained service for the entire winter season,
In the meantime the customer may have incurred a substantisl arrearage. Customers using the
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WRO in 2008-02 had an average balance of about $400. As long as service remains on and the
customer defaults on the agreed-upon payments, the arrearage will continue to grow. According
to VEDO data, the majority of customers do not make the required payment arrangement
payments. In 2009, PIPP customers paid 16 percent of the amount for which the payment
arrangement was created and non-PIPP customers paid 235 percent.

Issuance of mandatory moratoriums on winter terminations of customers serves to further
compound the problem. During 2 mandatory winter moratorium, utilities are unable to terminate
customers and balances grow substantially. Even if the moratorium is limited to lower income
customers, the utilities may not have adequate systems to determine which customers fall within
the moratorium guidelines. These moratoriums also have a deleterious effect on the utilities
work planning. The utilities are not able to reduce the number of field collectors during these
periods, but the collectors can only attempt to obtain payments or perform other non-pay
disconnect work. Review of the utilitics’ terminations during the winter shows a marked
decrease from performance during the summer. As a result of the moratoriums, arrearages
increase and utility costs remain level. The increase in arrearages also makes it more difficult for
customers to pay down past due balances.

CGO data from July 2008 through hme 2009 illustrates the significant effect the
moratoriums have on termination activity, resulting in both a reduction in the number of cligible
orders and execution effectiveness.

Exhibit VIII-4
Effect of Moratoriums on Termination Activity
CGO 2008-09
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The need for mandatory safeguards to protect customers during the winter period is
somewhat mitigated by the existence of internal moratoriums in place at all of the utilities. Each
utility maintains internal disconnection moratoriums in effect if the temperature drops below a

REGULATORY VIII-8 - ‘r NORTHSTAR

[T}



certain level. No Ohio residential customer will be terminated if the temperature is projected to
drop below 20 degrees Fahrenheit within the next 24 hours. For some utilities, the threshold is
even higher.

The internal temperature moratoriums prevented disconnection for some CGO regions on
eleven out of twenty days, and all regions on five of those days in January 2010. In that same
month, weather considerations precluded DEO disconnection activities on ¢ight to ten days {out
of nineteen available work days), depending on field office. Although this does not prevent
termination of service throughout the winter, it does protect all residential customers on the
coldest days.

Recommendations:

5. Restrict the WRO to limited income customers (preferred) or, at 2 minimum, develop a
 tiered-payment amount based on income level. Reevaluate payment amount.

6. Consider eliminating mandatory winter moratoriums.
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NorthStar contacted public utility commissions in states with weather and service temitories
similar to Ohio, to discuss bad debt expense recovery mechanism.’ The commission staff were
asked the following questions:

» How is electric and gas utility bad debt recovered?

» Are electric and gas wtilities and all customer classes subject to the same regulatory
treatment for bad debt?

» Has the Commission established a target for bad debt, and if so, how is it handled?
* What changes have been seen in bad debt/collections over the past couple of years?
¢ What information or metrics do the utilities report on bad debt and collections activities?

o Is there any type of low income utility bill assistance program in their state? If so, how
are the costs not covered by payments handled?

NorthStar received information from commissions in Pennsylvania, Kentucky, Indiana, and
Michigan.

Bad Debt Recovery Mechanisms

In all the states surveyed, all customer classes and both electric and gas utilitics are treated
essentially the same with respect to the bad debt recovery mechanisms.

Pennsylvania utilitics recover bad debt expense through their base rates as Cash Workmg
Capital. There is no mechanism for adjusting bad debt allowances between rate cases.” The
Pennsylvania Public Utilities Commission collects data on bad debt as a percentage of revenues,
and makes that information available annually on their website for all regulated utilities. The
2008 data is attached. 2009 data should be available in May. No specific action is taken based
on the metrics collected. None of the other state commission collect any metrics on bad debt,
other than through rate case or Gas Cost Adjustment filings. Rate case and GCA filing data are
not tabulated or reported in any standard or regular basis. The Pennsylvania Commission does
not have bad debt targets for the utilities,

In both Kentucky and Indiana, most utilities recover their part of their bad debt through base
rates. However, larger Indiana gas utilities recover the portion of bad debt related to the
commodity portion of the bills through the state’s Gas Cost Adjustment (GCA) mechanism. The
Indiana Commission has seen bad debt amounts increase in the past few years, which has
motivated the larger gas utilities to request recovery of the commodity portion of the bad debt
through the GCA. The Indiana commission has occasionally reduced the amount requested by
utilities in a rate case for bad debt allowances.?

! NorthStar also contacted 1llinois, West Virginie, and Tennessee, but was not able to obtain detailed information
from these states. Some information was obtained from these commissions’ websites.
? PaPSC interview.

3 TURC response.
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Kentucky recently approved recovery of the commodity portion of bad debt through the
GCA for Calumbia of Kentucky and Duke Kentucky. Atmos Gas has requested this treatment in
a pending rate case, and the Commission is expected to approve it. The continued high level of
gas prices is the motivation for these requesied changes in Kentucky, The non-commodity
portion of bad debt continues to be recovered through base rates and is not subject to adjustment
between rate cases.” Kentucky does not have bad debt targets or disallowances. The Kentucky
utilities provide periodic reports on the numbers of disconnections to the Commission.

Michigan is moving towards adoption of a bad debt tracker mechanismn for its utilities.
MichCon Gas has had a bad debt tracker account for several years that establishes a base level of
bad debt in a rate case, with an annual up/down adjustment mechanism if actual bad debt differs
from the adopted level. The MichCon program provided a 90/10 split both above and below the
rate case level — if bad debt was higher than the adopted level, the company was only allowed to
recover 90 percent of the difference through the tracker, and if it was low than adopted, the
company was able to retain 10 percent of the savings. The commission has nine rate cases open
currently, all but one of which has proposed a similar bad debt tracker mechanism. In these open
cases, the commission is moving towards an 80/20 split both above and below the level of bad
debt set in the rate cases. The “target” bad debt level in the initial MichCon case was set as the
average of the prior three years experience. The open rale cases are shortening the Jook-back
period, but the actual period varies case by case. Bad debt expenses for utilities in Michigan
have doubled, and in some cases tripled, in the past few years, motivating the utilities to propose
the tl;acker mechanism so they can obtain more rapid recovery of the increasing bad debt write-
offs.

Low Income Bill Assistance Programs

_ Generally the other states surveyed offer few low-income bill assistance programs. For

example, low income ratepayers in Michigan only have access to the federal LTHEAP programs,
and some wutilities offer a credit of $6.00 per month to low-income customers {amounting to a
credit of the monthly customer service charge). Recent legislation provided that the commission
may establish low-income or senior targeted rates. The commission has not yet taken any actions
based on this.®

In Kentucky, the only state-wide program is LIHEAP. Three or four utilities, including
Columbia of Kentucky, have their own programs funded through a per meter or per mcf charge,
some with company matching funds. These programs are sauthorized through the commission’s
Demand Side Management programs, which was expanded in the early 2600s to include low
income assistance.”

Kentucky’s residential customers are protected by a Customer Bill of Rights. According to
the bill of rights, a customer has the right to maintain utility service for up to thirty (30) days
upon presentation of a medical certificate issued by a health official. During the winter period,
any residential customer that has not been disconnected, he has the right to maintain natural gas

* KyPSC interview
5 MPSC interview.
¢ MPSC interview.

T KyPSC interview.
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and electric service for up to thirty (30) days by presenting a Certificate of Need issued by the
Kentucky Cabinet for Human Resources between November and the end of March, If the
customer has been disconnected due to nonpayment, he has the right to have his natural gas or
electric service reconmected between the months of November throngh March provided the
customer presents a Certificate of Need, pays one-third of his outstanding bill ($200 maximum),
accepts referral to the Human Resources' Weatherization Program, and agrees to a repayment
schedule that will cause your bill to become current by October 15.

Four of the largest gas utilities in Indiana recently received approval for a Universal Service
Program (USP). These programs were not mandated by the Commission, and are funded 25
percent by each company and 75 percent by customers through a per therm rider. The utilities
operate the programs individually and offer tiered discounts to qualifying customers based on
household income relative to federal poverty guidelines, as prov1ded by the state’s Community
Action Agencies. The costs of the programs are trued up annually ®

The Pennsylvania Commission mandates that all utilities must have a Customer Assistance
Program (CAP), however, the policy document that establishes the program is very general. The
‘utilities set up their own programs and set the levels of assistance — percent of income or percent
of bills. The costs of CAP, including administrative costs, the difference between the “usage
based bill” (the total bill) and the CAP bill (what the customers pay), and arrearage recovery and
crediting is recovered through the state wide Universal Servnce Fund Mechanism (volumetric
rider) charged to all customers on a utility by utility basis.” Most of the gas utilities true up CAP
costs against the rider quarterly through the GCA mechanism. Statewide there are approximately
420,000 customers on CAP out of 6.3 million customers total. The companies are required to
file a 3-year plan of what they expect their CAP costs will be, but thc costs often exceed that
amount included in the plan and there are no consequences to the utility. '

The Pennsylvania Commission expects the utilities to be more aggressive with collections
and terminations of higher income customers. Terminations are driven by the age and size of the
arrearage and the customer's income level. Customers with income less than 250 percent of the
poverty level cannot be terminated from December to March, If income is above 250 percent of
the poverty level, customers can be terminated with 48-hours notice. For Philadelphia Gas
Works, the threshold is 150 percent of the poverty level.

8 JURC response.
? Other costs that pass through the Universal Service Mechanism including weatherization and energy efficiency
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