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Re:  Supplement to Notice of Intent
Ohio Department of Development
Case No. 08-658-EL-UNC
Dear Attorney Examiner See:

In accordance with your entry in the above-referenced docket of June 19, 2009, the Ohio
Department of Development (“ODOD”) has, this date, submitted its reply to the AEP and Duke
Energy Ohio (“Duke”) responses to the Supplement filed herein on April 15, As noted in its
reply, ODOD has concluded that the AEP and Duke responses adequately address certain of the
concerns identified by ODOD in the Supplement, but believes that issues remain with respect to
other responses provided by AEP and Duke. Thus, in its reply, ODOD has requested that the
subject EDUs provide additional responses to address these open issues.

The agreed procedural schedule adopted by your April 29, 2009 entry in this case did not

contemplate a second set of responses by the subject EDUs. However, ODOD believes that the

filing of such additional responses may ultimately eliminate the need for a hearing in this matter
or, at minimum, may serve to narrow the issues invalved. ODOD has consulted with the
affected parties, and is authorized to represent that the affected parties have agreed to the filing
of additional responses and to a due date for those responses of July 24, 2009. Accordingly, I
am requesting that you issue an entry authorizing the filing of additional responses by AEP and
Duke and establishing the due date for the responses as July 24, 2009,

Thank you for your attention to this matter.

Sincerely,

Barth E. Royefﬁ/\

Attorney for ODOD
cc. All Parties of Record
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On April 15, 2009, the Ohio Department of Development (“ODOD”) filed the
Supplement to its June 2, 2008 Notice of Intent (“Supplement™) in this docket setting forth its
conclusions regarding the results of the application of agreed-upon procedures (“AUP”)
performed by Schneider Downs to test the accuracy and timeliness of the PIPP-related
accounting and reporting practices of the AEP operating companies, Columbus Southern Power
Company (“CSP”) and Ohio Power Company (“OP”) (collectively, “AEP”) and Duke Energy
Ohio (“Duke”). In the Supplement, ODOD outlined the purpose of each of the procedures,
reviewed the results of the application of the procedures reported by Schneider Downs, and
stated its conclusions with regard to the performance of AEP and Duke as measured by those
procedures. In those instances in which ODOD concluded that the performance was

unsatisfactory, ODOD requested that the subject EDU provide a response to the concerns
identified by ODOD. AEP and Duke filed their responses on May 5, 2009 and May 4, 2009,

respectively, and AEP supplemented its response in its filing of June 11, 2009.
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In accordance with the attorney examiner’s entry in this docket of June 19, 2009, ODOD
" hereby submits its reply to the AEP and Duke responses. As discussed below, ODOD believes
~ that the AEP and Duke responses adequately address certain of the concerns identified by ODOD
in the Supplement. However, as explained herein, ODOD believes that issues remain with
respect to the results of several of the procedures reported by Schneider Downs. In those
instances, ODOD will request that the subject companies provide additional responses." ODOD
begins with its reply to the responses filed by AEP, followed by its reply to the responses filed
by Duke.
AEP RESPONSES

Procedure #4

Procedure #4 was designed o test the accuracy of the USF Monthly Report and
Remittance forms (“USF-301 Reports™) submitted by the EDUs to ODOD to validate that the
correct amounts were remitted. Becahse the cost of PIPP is determined by deducting PIPP
customer payments from the cost of electricity delivered to PIPP customers, accurate reporting is
essential to assure that ratepayers are not overcharged for the cost of the PIPP program.
Schneider Downs reported that, without exception, all information recorded on the 8 sampled
reports (4 for CSP and 4 for OP) agreed with AEP’s internal supporting documentation, and
successfully traced the ﬁmounts remitted through to ODOD’s revenue reports. However,

Schneider Downs also observed that AEP does not complete certain lines on the USF-301

' The agreed procedural schedule adapted in the attorney examiner’s entry in this docket of
April 29, 2009 did not contemplate a second set of responses by the subject companies.
However, ODOD believes that the filing of such additional comments may ultimately eliminate
the need for a hearing in this matter or, at minimum, will narrow the issues involved.
Accordingly, in conjunction with its reply, ODOD has this date filed a letter in this docket
advising the attorney examiner that the affected parties have agreed to the filing of additional
responses and requesting that the due date for those responses be July 24, 2009,



Reports (lines A-D, F, and I of Section IV) regarding arrearages on PIPP customers’ accounts.
Upon inquiry, AEP advised Schneider Downs that AEP was unable to provide arrearage
information in a manner consistent with the definition of the term as used in the reporting form,
but stated that ODOD had recently offered a new definition and that AEP is in the process of
reprogramming its system so that it will be able to complete the reporting form in the future,

In the Supplement, ODOD noted that it has employed the same definition for arrearages
since it took over the administration of the electric PIPP program in September 200_0. Furthér,
ODOD noted that although AEP has maintained that it is unable to report aggregate customer
arrearages on the USF-301 reporting form, ODOD expects AEP to comply with the requirements
for reporting customer arrearages for both the quarterly Customer Information Reports (CIR) and
the monthly USF-301 Reports. ODOD also noted that AEP reports similar data in the Ohio
Statistical and Customer Assistance Report (OSCAR) submitted to the Commission. Thus,
ODOD requested that AEP confirm that it will comply with the requirements for reporting
customer anearﬁges and indicate the date when compliance will be achieved.

In response to this ODOD request, AEP indicated that, beginning with the January 2009
USF-301 Report, AEP began to report all financial activity for customers indentified on the PIPP
program within its customer information system (CIS). AEP also indicated that, at this time,
PAC 2 and inactive PIPP customer activity is still included in the data being reported due to
system limitations. AEP noted that, on April 23, 2009, it had informed ODOD of its timeline to
implement the changes in the electric PIPP program resuiting from ODOD’s new PIPP rules, and
estimated that the necessary reprogramming and testing would require 20 months of work. AEP

asserted that, upon implementation of the new PIPP chahges, PIPP data will be reported



consistently and for the same time period on the CIR and monthly USF reports, as well as the
mqnthly OSCAR Report. |

ODOD Conclusion and Request for Additional Response: Although ODOD understands
that software changes may be required to implement certain aspects of the new electric PIPP
rules, ODOD continues to question why AEP is currently able to report aggregate arrearage
information for the OSCAR Report, but is not able to do so for the USF reports submittedr to
ODOD. Thus, ODOD requests that AEP provide a responsé to this question. Moreover, AEP
has been aware of the data problem regarding PAC 2 and inactive PIPP customers since 2000,
and ODOD does not view this problem as related to any changes necessitated by the new PIPP
rules. Accordingly, ODOD believes that the additional 20 months that AEP asserts will be
required to correct these problems is excessive, and that this problem can and should be
corrected by the 3Q report, which is due October 31, 2009. Accordingly, ODOD requests that

AEP respond to this conclusion.

Procedure #5

Procedure #5 was designed to provide a second check on the accuracy of the subject
EDU’s monthly reporting and remittances, as well as to validate the allowance for
undercollection that is built into the EDU’s USF rider revenue requirement. The USF-301
Reports and the USF Monthly Reimbursement forms (“USF-302 Reports™) were used as source
documents. The USF-301 and USF-302 Reports are monthly summary reports to support the
amount of dollars being remitted (USF-301) or requested for reimbursement (USF-302). The
CIR is submitted quarterly and contains monthly records for each PIPP customer. Among the

| data fields collected are usage, payments, arrearages, disconnections, and reconnections. The

CIR and USF reports have evolved on separate tracks, and ODOD has experienced mixed



success among the EDUs in matching the CIR information with the USF-301 and USF-302
Reports. lThe purpose of this audit procedure was to test the validity of selected CIR data to help
solve problems in ‘rolling-up’ the customer data for validation of the monthly USF transfers.

Sc;hneider Downs reported that it was unable to agree the Electric Customer Payments,
Electric Other Payments, and Cumulative Electric Arrearage in the CIRs to the resﬁeﬁve USF-
361 and USF-302 Reports filed by AEP for CSP and OP. AEP advised Schneider Downs that
the discrepancies result from the use of revenue month data for the USF-301 and USF-302
reporting purpnées. According to AEP, the revenue month beginé with the first billing cycle in
the month and extends beyond the last billing cycle through the first workday of the following
month whereas the amounts reported in CIRs relate to the actual calendar month.

In the Supplement, ODOD noted that it is unable to confirm the payments reported on the '
USF-301 Report by cross-checking the customer data. ODOD also noted that there is no
reporting of individual customer arrearages by AEP. ODOD emphasized that, under the new
PIPP rules, the EDU will be required to submit a monthly invoice to request reimbursement.
Thus, chstomer-level detail will be required each month that supports the émounts remitted and
requested for reimbursement. Therefore, ODOD requested that AEP prop.ose procedures for
reporting the CIR and USF-301 Report data that will permit customer level data to be aggregated
and matched to the monthly remittances and requests for reimbursement. ODOD also requested
that AEP indiéate when compliance would be achieved. |

In response to ODOD’s request, AEP indicated that all its reporting of financial activity
related to customers on fhe PIPP program would be reported on a revenue-month basis beginning
vﬁth its implementation of the new electric PIPP rules. This would include the monthly CIR, the

USF and the OSCAR reports. AEP asserts that reporting on a revenue-month basis will enable



the reported data to agree to the transactions recorded on AEP’s general ledger, which will
facilitaté the auditing process. AEP also indicated that it will maintain the supporting data in ité
CIS for the required three-year period. In addition, AEP stated that only one billing per customer
will be reported for each month, as opposed to the potential for two billings under a calendar-
month baséd report. Lastly, AEP noted that exceptions to this rule will occur for customer
billing adjustments and closed accounts receiving a final bill for a partial month.

0ODOD Conclusion an for Addition Response: ODOD finds AEP’s response
to be satisfactory and agrees with AEP’s proposal to change all of its reporting to a revenue-
month basis. However, ODOD believes that the additional twenty months that AEP asserts will
be required to revise the reporting basis is excessive. ODOD requests that AEP implement this

change by the 3Q report, which is due October 31, 2009. Accordingly, ODOD requests that AEP

respond to this conclusion.

Procedure #8

Procedure #8 was designed to test the timeliness and accuracy of the subject EDU’s
enroliment and remittance processes at the individual customer account level. Failure to
reclassify PIPP customers promptly may result ir_l eligible customers being denied the ability to
retain service by paying the ODOD-approved payment plan amount. Failure to remit PTPP
customer payments, including agency payments made on behalf of the customer, and prior
credits, security deposits, and the like may result in the USF being overcharged for the cost of
PIPP.

Schneider Downs reported that of the 149 accounts sampled, it was able to trace 84 of thé
account reclassifications in AEP’s customer information system to the previous business day’s

ODOD upload. For 24 of the sampled accounts, there was no reclassification activity within the



2006-2007 review period o no analysis was i)erformed. For 21 of the sampled accounts, the
reclassifications involved customers that moved. Because these customers notified AEP direcily
of their move, ODOD was not involved in this process, and, accordingly, these accounts were
not included in an ODOD upload file. Thus, step (a) of the procedure could not be applied to

these accounts. Of the remaining 20 accounts sampled, 9 accounts generated automatic

rejections for various reasons, and were later processed manually after AEP’s investigation of the

reason for the rejection was completed, 5 were not processed until two business days after receipt
of the ODOD upload file, and 4 could not be traced to an ODOD upload file. With respect to the

lattér, AEP advised Schneider Downs that, accasionally, PIPP account reclassifications are

 verbally transmitted by ODOD or a community action agency. However, Schneider Downs was

unable to verify it that this was the case in connection with these 4 accounts.

With respect to step (b) of the procedure, for 148 of the 149 accounts sampled, Schneider
Downs agreed ﬁe ODOD approved payment amount to the monthly charges billed to the
customer. The remaining account involved a customer on the PIPP Balance Payment Plan
(“PBPP”). Thus, that customer was correctly charged the PBPP amount father than ODOD-
determined amount. In performing step (c) of the procedure, Schneider Downs was able to trace
142 of the 149 payments in the sampled accounts to the USF-301 Reports. The remaining 7'
customers made no payments during 2006 or 2007. As a result of its review of the customer
account historiés, Schneider Downs determined that 100 of account reclassifications were
reveriﬁcations; not enrollments. Because these customers were enrolled prior to 2006, Schneider
Downs was not able to perform step (d) of the procedure to determine if ény unapplied prior
cfedits, security deposits, or other monies held at time of the customer’s entry into program had

been remitted to ODOD. The remaining 49 customer reclassifications were enrollments.



Schneider Downs deteﬁrﬁned that, of these, only 8 had outstanding had security deposits at the
time of enrollment and that, in each instance, the deposits were applied to the accdunt prior to
processing the PIPP enrollment.

In the Supplement, ODOD found that, as measured by this procedure, AEP’s enrpllment
and remittance processes appeared, for the most part, to be satisfactory. However, ODOD
requested that AEP explain the circumstances under which 7 customers made no payments in
2006 or 2007, but remained PIPP customers.

In response to ODOD’s request, AEP provided additional account infofmation regarding
the 7 accounts in question.

ODOD Conclusifm and Request for Additional Response: Although the additional
account information provided by AEP partially satisfies ODOD’s concern, the question still
remains why this information was not available for Schneider Downs’ review. Thus, ODOD

requests that AEP provide an additional response to address this question.

Procedure #12

Procedure #12 was designed to test, at the individual customer level, the timeliness of the
subject EDU in removing ineligible customers from its billing system after receipt of the ODOD
upload files containing the PIPP drop information and to test whether the subject EDU has
removed the following month’s charges in the calculation of its PIPP reimbursement request.
Failure to process the PIPP drop information in a timely manner é.nd failure to exclqde PIPP
chargés that are no longer applicable from the reimbursement calculation may lead to an
overstatement of the funds due the EDU, which, in turn, would increase the cost of PIPP to be

funded i:hrough the USF.



Schneider Downs determined that of the 30 sampled accounts, 15 were included in the
ODOD drop file retrieved by AEP on May 1, 2007, and were removed from the PTPP program in
AEP’s customer information system on May 25, 2007. Schneider Downs found that the other 15
accounts were included in the ODOD drop file posted on March 3, 2006, which was never -
retrieved by AEP. Thus, these accounts were not removed from the PIPP program in AEP’s
customer information system. (These are the twe ODOD drop files described in “AEP Results”
for Procedure #1.) In performing step (b) of this procedure, Schneider Downs determined that,
fof 9of the 30 selected accounts, the PIPP charges were not included in the reimbursement
calculation in the detail of the subsequent USF-302 Report. However, the PIPP chargés for the
other 21 accounts wefe included in subsequent USF-302 Report reimbursement request.

In the Supplement, ODOD concluded that the company’s procedures for dropping
customers from PIPP are not adequate because AEP continuea to bill for customers that were no
longer eligible for PIPP. Thus, ODOD requested that AEP explain its practices for dropping
PIPP customers from program participation when ODOD makes such request through its record
transfer process.

In response to ODODY’s request, AEP stated that, when a drop record is received through
the record tfansfer process, the PIPP customer is “inactivated” in AEP’s CIS system. AEP
further stated that, if customers reverify their income through ODOD or a community action
agency, the PIPP account is restored to an “active” status, and cited its response to ODOD’s
concerns regarding Procedure #14 as providing additional infomiation with respect to “inactive”

PIPP accounts.

ODOD Conclusion: ODOD finds that AEP’s response to its request regarding Procedure

#12 s satisfactory.



. Procedure #13

This procedure was designed to test, at the individual customer level, whether, contrary to
the terms of the PAC program, the EDU sought reimbursement from the USF for the cost of
eicctricity delivered to PAC 2 customers. Reimbursement of these amountis woﬁd increase the
“cost of PIPP to the detriment of the EDU’s customers.

Schneidef} Downs reported that all 30 of the selected accounts included charges for
eledﬁcity dui‘ing the selected billing period that were included in the PIPP reimbursement
cﬂculaﬁon. Although one of the accounts was included because the cuétomer had been
reinstated as PIPP custémer during that month, the remaining 29 were still on PAC 2 when their |
charges were included. |

In the Supplement, ODOD noted that PAC 2 customers are required to pay their utility
bills (not a PIPP Installment) during the second twelve-month period of the arrearage crediting
program, and emphasized that the instructions for submitting reimbursement requests clearly
state that only PAC 1 customers are eligible for reimbursement from the USF: Therefore,
ODOD requested that, beginning with the first month of the USF (September 2000), AEP
provide the amount of USF rehnburseﬁlent it has received for PAC 2 cusfomer accounts and the
documentation supporting this calculation.

In response to ODOD’s request, AEP stated that it was only able to recover data back to
January 2006. However, from the data was available, AEP determined that the following net
amounts were billed to the USF for transactions during periods where customers were in the
“second year of the arrearage crediting program (PAC 2): Ohio Power Company = $241,003 48 7
a'nci Columbus Southern Power Company = $250,378.85. AEP also stated that the billings to

PAC 2 customers exceeded the payments received for the 39-month period. AEP explained that |

10



these amounts exclude arrearages built up during the PAC 2 periods that would have beén billed
to the USF as pre-PIPP in a subsequent period for those customers that later become active again
in the PIPP program. AEP provided 13 pages of information in support of its Tesponse.

ODOD Conclusion and Request for Additional Response: First, ODOD agéin notes that
the only monthly electric service eligible for reimbursement from the USF is the service where
the PIPP customer’s monthly payment is based on a percentage of the customer’s inco;he. PAC
2 customer payments are not based on a percentage of income; therefore, electric service
provided to PAC 2 customers has never been eligible for reimbursement from the USF.
However, although AEP was unable to provide data for the entire timeframe requested, ODOD
finds that the explanation for the information provided by AEP is reasonable. Nonetheléss, in
order to validate AEP’s response, ODOD requests that AEP provide the following additional
information: (1) claﬁfy how PAC 2 customers are classified for USF reporting as “active” or
“inactive”; (2) provide, by month, the number éf inactive PIPP customers for which bil
~ reimbursement was billed to the USF fund; and (3) provide the number of PAC 2 customers
billed for each month. ODOD makes this request because some of the information provided in

the supplemental response does not match information previously reported.

Procedure #14

This procedure was designed to test, at the individual customer level, whether the EDU
improperly sought reimbursement from the USF for the cost of electricity delivered to inactive
PIPP customers. Réimbursement of this amounts would increase the ,cdst of PIPP to the
detriment of the EDU’s other customers. |

Schneider Downs determined that, for 17 of the selected accounts, the charges for

electricity during the selected period were not included in the PIPP reimbursement calculation,

1



but, for the remaining 13 accounts, the charges were included in the PIPP reimbursement
calculation. |
1n the Supplement, ODOD noted that the USF-302 Report instructions clearly state that
dnly charges for “Active PIPP” customers and PAC 1 PIPP customers may be billed to the USF
and that Schneider Downs’ findings indicate that AEP has improperly billed charges to inactive
PIPP customers to the USF. Thus, ODOD requested that, beginning with the first month of the
USF (September 2000), AEP provide the amount of USF reimburserﬁent it has received for
inactive PIPP customer accounts and the documentation supporting this calculation.
in response to ODOD’s request, AEP stated that it was only able to recover data back to
January 2006. However, from the data that was available, AEP determined that the following net
amounfs were under-billed to the USF for the inactive PIPP customers: Ohio Power Company =
$-312,020.23 and Columbus Southern Power Company = $-270,764.82. AEP notes that the fact
that these améunts are negative indicates the USF underpaid AEP with respect to these amounts
over this 39-month period. These amounts exclude arrearages built up during the iqactive
periods that would have.been billed to the USF as pre-PIPP in a subsequent period for those
customers that later again became active in the PIPP program. AEP provided 13 pages of
information in support of its resbonse.
ODOD Conclusion and Request for Additional Response: Although AEP was unableto
provide data for the entire timeframe requestéd, ODOD finds that the explanation for the
' inforfnation provided by AEP is reasonable. However, to validate this respdnse, ODOD requests
-that AEP provide the following information: for the total USF PIPP billing for the 39 montﬁs, by
month, the number of PIPP customers by PIPP class (active, inactive, and ﬁnai) for whom

reimbursement was billed io the USF fund. ODOD makes this request because some of the

12



information provided in the supplemental response does not match information previously
submitted to ODOD. ODOD also notes that AEP’s responses to Procedures #13 and #14, when
read together, may imply that, over time, AEP was actually not made whole as a result of its

inclusion of PAC 2 customers in the remittances and reimbursements submitted to ODOD.

However, AEP has not made that argument, nor provided the data for the entire timeframe that

would be necessary to support such an argument. Accordingly, ODOD is not prepared to reach

such a conclusion at this time.

Procedure #15 7

This procedure was designed to test whethér customers reinstated to the PIPP program
had actually satisfied their outstanding PIPP obligations before the EDU resumed submitting
reimbursement requests to ODOD. Inclusion of charges billed to customers that are not eligible
to return to PIPP in reimbursement requests to ODOD increases the cost of PIPP to the detriment
of the EDU’s other ﬁustomers.

Schneider Downs determined that, of the 30 selected customer accounts, 4 had no
outstanding PIPP balance at the time of reinstatement, and 8 had settled the outstanding balance '
through a HEAP payment applied in accordance with a Winter Reconnect Order issued by the
Commission. The remaining 18 accounts were reinstated without the outstanding PIPP balance
being satisfied. With respect to these 18 accounts, AEP advised Schneider Downs that the
community action agencies do not enforce the requirement that the customer satisfy outstanding
PIPP balances before transmitting the enrollment record to the company. However, if there is a
past-due amount on the account in the summer months, the default amount is identified as “PIPP

DUE” on the customer’s bill, and, if not paid, can subject the customer to collection activity. In

13



thg winter months, if the customer relies on the Winter Reconnect Order, the company is
reciuired to roll all outstanding obligations into the arrearage.

In the Supplement, ODOD noted that, during thé winter months, PIPP customers can
have electric service and PIPP enrollment reinstated by meeting the terms of the Commission’s
Winter Reconnect Order for that particular heating season. However, during the summer
months, PIPP customers are required to pay any defaulted PIPP- payments plus applicable |
reconnection fees. Although AEP indicated to Schneider Downs that customers with PIPPDUE
amounts can be subjected to collection activity, it was not clear to ODOD that AEP disconnects |
customers that do not meet these payment obligations. Moreover, based on AEP’s response to
Procedure #16, which is discussed infra, AEP currently does not puréue third-party collection

activities against defaulting PIPP customers. Failure to terminate electric service to PIPP

_ customers who are in default increases the cost of PIPP that must be borne by AEP’s other

customers. Thus ODOD requested that AEP clarify the company’s practice for re-enrollment of
disconnected PIPP customers, excluding the one reconnection that is permitted during the Winter
Reconnect Order time period.

In its response, AEP stated that customers are enrolled on PIPP at the community action

agencies, and that the PIPP enrollment records are then electronically sent to the utilities to -

establish the customers on PIPP. The community action agencies do not enforce payment of past

due PIPP amounts from customers before sending the enrollment records to the utility
companies. However, AEP indicated that any defaulted PIPP amounts that exist on PIPP
accounts in the summer months are owed by the customer on the next electric billing and must

be paid or the account is subject to disconnection. When a PIPP account has been disconnected

14



for nonpayment, the customer must pay defaulted PIPP amounts and a reconnection fee to have
service restored.

ODOD Conclusion: ODOD finds that AEP’s response is satisfactory.

Procedure #16

This procedure was designed to test whether the EDU actively pursues collection with
respect to delinqueﬁt PIPP customers. Failure to attempt to collect delinquent account balances
means that the USF will never be reimbursed for payments made on behﬁlf of PIPP customers,
which ultimately increases the burden on the EDU’s other customers.

Schneider Downs determined that none of the 30 selected accounts were turned ovet to
an éui;side collection agency. AEP advised Schneider Downs that, although its policy is to turn
final-billed delinquent ﬁon-PIPP accounts over to collection agencies for collection, it does not
refer final-billed delinquent PIPP accounts to outside collection agencies.

In the Supplement, ODOD concluded that AEP does not pursue collection activities fof
final-billed PIPP customers as it would for other residential customers, and that this policy
means that there is no prospect that the USF will ever be reimbursed for amounts paid on behalf
of final-billed délinquent PIPP customers. Thus, ODOD requested that AEP explain the basis for
its policy of not bursuing collection activities for final-billed PIPP customers, including any cost
justification for this policy.

In its response, AEP asserted that, as discussed with ODOD on previous occasions, AEP
will pursue collections oﬁ final-billed PIPP accounts only after ODOD determines how AEP will
.rer;over the monthly fees charged by third-party collection agencies as set out in the originat
agreement between ODOD and AEP. The agreement states as follows:l

Retaining Right to Collect PIPP Program Arrearages. By executing this

Agreement, the Company has elected to retain the right to collect the amount of

15



the PIPP Program Arrearages and agrees to remit to the Director all revenues
collected from PIPP Program Arrearages, less a reasonable charge for the
payment of third party collection costs to be negatiated by the Company and the
Director. The company may, in its sole discretion, elect to assign the right to
collect the amount of the PIPP Program Arrearages to the Director upon 60 days
written notice to the Director. If the Company assigns the right to collect the
amount of the PIPP Program Arrearages to the Director, the reporting of monthly
consumer level information not already reported to the Director may be necessary.
The Company shall have begun collection of the PIPP Program Arrearages on
behalf of the Director on September 1, 2000. (Emphasis added.)

ODOD Conclusion and Regquest for Additional Response: ODOD finds AEP’s reliance

on this term of the agreement to be misplaced and that AEP’s response is otherwise

unsatisfactory. First, ODOD notes that the cited contract language does not accuraiely describe
the manner in which t]ﬁrd-pal;ty collections actually work. It is ODOD’s understanding that
third-party collection companies are typically compensated by receiving a percentage of the
payments they collect. The point here is that AEP has already been reimbursed by the USF for
the amounts owed by PIPP customers at the time they are disconnected. What ODOD is
requesting is that AEP, like other EDUs, pursue collection activities against disconnected PIPP
customers and remit the amount collected by third-party collection companies to the USF, net of
the amount retained by the collection companies. Although ODOD recognizes that collection
actions against defaulting PIPP customers may not have a high rate of success, the failure to
miake any attempt at collection means that there is absolutely no prospect that the USF will ever
reccive any reimbursement for amounts previously paid to AEP for defaulting PIPP customers.
ODOD again requests that AEP provide a response explaining why turning over delinqueﬁt final-
billed PIPP accounts for third-party collection is not a reasonable policy, if, indeed, that

continues to be AEP’s position,
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DUKE RESPONSES

Procedure #1 |

Procedure #1 was designed to test the timeliness and accuracy of the EDU’s processing
of PIPP enrollment and PIPP drop information received via ODOD upload files and to assess the
reasonableness of the associated business practices. If ODOD files are not uploaded in a timely
and accurate manner, income-eligible PIPP customers who have met all the program enrollment
requirements will experience a delay in enrollment. Conversely, if customers no longer eligible
for the PIPP program remain in the program due to a delay in processing the drop, the EDU
reimbursement request will be overstated, which will lead to an increase in the cost of PIPP
funded through the USF. Under either scenario, ODOD’s administrative cbsts, which are also
funded through the USF, will increase due to the need to respond to customer inguiries and
perform related research of customer records.

Schneider Downs reported that 9 of the 10 sampled PIPP enrollment files were uploaded
by the next business day, and that the remaining sampled enroliment file was posted by ODOD
on January 29, 2007 and was processed by Duke on January 31, 2007. With respect to the 2
sampled drop files, Schneider Dowﬁs observed that Duke was unable to provide evidence as to
the date the files were retrieved and processed, but did provide evidence of the daI;e each of the
accounts contained with the files was processed.

In the Supplement, ODOD concluded that, as measured by this procedqre, Duke’s
processing of PIPP enrollment files is satisfactory. Although the standard practice should be to
process PIPP enrollment files on the date following receipt, the one-day delay reported by
Schneider Downs ‘with‘ respect to one sampled drop file does not appear fo bé a cause for |

concern. However, ODOD noted that Duke’s inability to identify the date on which the sampled
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drop files were processed required explanation. Therefore, ODOD requested that Duke inform

the parties and the Commission of its standard procedure for handling PIPP drop information and

explain why it cannot identify the date on which drop files were processed.

In response to ODOD’s request, Duke stated that it implemented procedures to handle
and to respond to PIPP files posted on ODOD’s WebFx (Utility Files) in November 2006. Duke
also stated that prior to November 2006 the process was carried out manually. Further, Duke
stated that the ﬁ]Fd dated “4/30/07” consisted of a collection of PIPP remove records, and opined
that the file may not have been processed because the accounts in the file were actually on PIPP
when Duke received the file. Duke indicated that, going forward, it will pr_bcess all ﬁles
cqntaining drop records and report any drop record file that contains zero records.

ODOD Conclusion and Request for Additional Response: ODOD appreciates Duke’s
agreement that it will, going forward, process all files containing drop records and that it will
report any drop record file that contains zero records. Nonetheless, ODOD finds that Duke’s
response in connection with Procedure #1 does not address ODOD’s request. First, Duke failed
to describe its PIPP drop procedures, as requested. Second, Duke failed to explain why it could
not identify the date that the drop file was processed. ODOD renews its request an explanation -
of the process {step-by-step procedures) that Duke follows with respect to the PIPP files received
from ODOD. If Duke’s pre-November 2006 manual process differs from the post-November
2006 automated process, the differences should be identified. ODOD also renews its request for

an explanation regarding why Duke could not identify the date that the drop file was processed.

Procedure #2
Procedure #2 was designed to test whether the subject EDU is transmitting confirmation

reports in response ta ODOD upload files. Beginning with the 2006 heating season, ODOD
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instituted a new-prbcedure whereby the EDUs were required to transmit return files to ODOD
indicating the result of the PIPP enrollment or drop requests contained in the ODOD upioad files.
Prior to the implementation of this procedure, ODOD had no way of conﬂmﬁﬁg autoﬁlatica]]y
that an enrollment or drop had been effectuated. Thus, when a customer called to inciu,ire why he
or she had not been enrolled in or dropped from the PIPP program, ODOD had to research the
account-manually and contact the EDU to determine the reason for its disposition of the account. -
The return files now indicate the result for each record, placing the PIPP and Emergency Heap

processes on the same footing as the HEAP direct credit process, which has always included the

' automatic return feature. Return files are now pulled into OCEAN, ODOD’s energy assistance

software program, which permits ODOD to access the information directly, thereby reducing
ODOD’s administrative costs.

- Schneider Downs conﬁrmed that Duke had returned confirmation reports for 10 of the 12
sampled ODOD upload files. Schneider Downs determined that no confirmation reports were
submitted for the remaining two files. However, one of the two remainjng files, which had been
sﬁbmitted on a Sunday, contained zero records. Duke advised Schneider Downs that its practice
is not to submit a confirmation report for files that contain no records.

In the Supplement, ODOD determined that, as measured by this procedure, Duke’s
process for returning acceptance/rejection reports for ODOD upload files is not satisfactory
because the EDU should immediately contact ODOD if there are apparent errors in an ODOD
upload file. Accordingly, ODOD requested that Duke confirm that, in the future, it will
immediately advise ODOD if it receives an upload file that contains an apparenf error. In
addition, ;cn permit ODOD to determine if Duke’s failure to return the other confirmation file is a

cause for concern, ODOD asked Duke to explain its failure to return a report for this file.
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Iﬁ' response to ODOD’s request, Duke stated that its current practice is to noi;ify ODPOD -
by email when a file contains an apparent error, and that, in fact, it did notify ODOD that the file -
in question contained no records. With respect to its failure to return the other file, Duke stated
that it is unable to verify that any uploaded file was not returned. Duke also asserted that, when
an ODOD upload file contaihs zero records, Duke is unable to submit a confirmation report.

ODOD Conclusion and Request for Additional Response: ODOD ﬁnds that Duke’s
response is satisfactory, and requests that Duke continue its current practice of notiﬂiﬁg ODOD

in the event that there are no records associated with an upload file.

Procedure #3

This procedure was designed to test the timeliness and accuracy qf the EDU’s processing
of PIPP e'nrollmamf and PIPP drop information received via ODOD upload files at the individual
customer ;stccount'level_ Otherwise, the general purpose of this procedure is the same as for
Procedure #1.

S;:hneider Downs determined that, of the 60 accounts tested, 40 of the accounts had been

reclassified by Duke by the next business day. Of the remaining 20 accounts, 6 had been closed

by they time they were posted in an ODOD upload file, 2 were reverifications that had been

phoned in prior to receipt of the ODOD upload ﬁie'contairﬁng the information, 2 were accounts
for which Duke had no customer account information history, and 1 was rejected because the_ |
customer was receiving generation service from a competitive supplier. However, Duke was
unable to provide an explanation as to why delays, ranging from a few days to up to as nuich as
two months, occurred inrprocessiﬁg the reclassifications of the other 9-accounts.

In the Supplement, ODOD determined that, asrmeasured by this procedure, Duke’s

performance in this area is not satisfactory, and requested that, in addition to explaining its
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procedure for handling PIPP drop information as requested in connection with Procedure #1,
Duke explain the measures it has in place to assure that customer records are processed in a
timely manner. In addition, ODOD requested that Duke explain the reason for the delay in

processing the 9 accounts identified in the Schneider Downs’ exceptions, and propose corrective

-action to be undertaken to prevent delays of this magnitude in the future. ODOD also requested

an explanation as to why the two customer accounts could not be located in its customer account
information system.
In response to ODOD’s request, Duke stated that, since November 2006, when Duke

b 1Y

processes an upload file, Duke’s system automatically generates “accepts,” “rejects,” and

“peﬁding” reports. Duke stated that the “rejects” reports identify files that cannot be enrolled or
réveriﬂed due to various reasons, including no match to the information in the upload file, the
customer account is finaled, a request to reverify the account, or the account is not PIPP. Duke
also-indicated-that the “pending” reports identify files that cannot be enrolled or reverified due to
various reasons, including the account was coded as a non-heat account, account not active, no
current bill cﬁarges, account has gas or electric supplier, no PIPP first payment, enrolled in |
another payment plan, or discrepancies between customer name and account number. Next,
Duke explained that the “rejects” and “pending” reports are reviewed by its employees. If the
“reject” reason is determined to be invalid, the employee manually enters verified ODOD
information before sending the confirmation file of “rejects.” Duke explained that the same
process is utilized to verify valid “pending” files. The timeliness of the manual process for
“pending” files depends on the nature of the problem. Duke reported that files are processed

based on billing cycles, which can result in different drop dates from those indicated in ODOD’s

upload file. Further, Duke stated that when a Duke electric account has a supplier other than
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Duke’s affiliated CRES provider, the PIPP account setup can take up to 45 days. Last, Duke
stated that of the 9 accounts in question, 4 are prior to November 2006, 2 were finaled before the
ODOD upload, 1 account was manually setup prior to the ODOD upload, 1 account did not
receive the first PIPP payment until‘6 weeks after the upload, and 1 account had a supplier that
had to be removed and the account set up manually.

ODOD Conclusion and Request for Additional Response: ODOD finds that Duke’s

response adequately addresses the reasons for the delay in processing the 9 identiﬁf_:d accounts.
Based on Duke’s response, it appears that Duke is investigating the customer accounts indicated
on its “reject” and “pending” reports before a customer record is rejected. ODOD supports this
approach and encourages such investigation before rejecting a PIPP enrollment or reverification.
However, Duke’s response did not propose any corrective action to make this investigative
process more timely. Thus; ODOD renews its request that Duke address this concern. 0DOD
also finds that Duke’s response failed to explain why the two customer accounts could not be
located in its customer account information systelﬁ. Thus, ODOD again requests that Duke

explain why this occurred.

Procedure #4
As previously discussed, Procedure #4 was designed to test the accuracy of the monthly
USF-301 Reports submitted by the EDUs to ODOD to validate that the correct amqunts were
remitted. Because the cost of PIPP is determined by deducting PIPP customer paymepts from
the cost of electricity delivered to PIPP customers, accurate repofti‘ng is essential to assure that
ratepayers are not overcharged for the cost of the PIPP program.
Schneider Downs determined that the information recorded on 3 of the 4 sampled USF-

301 Reports agreed with Duke’s supporting internal documentation, but found inconsistencies
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between certain entries on Duke’s November 2006 USF-301 Report and the underlying internal
documentation. Schneider Downs successfully traced the EFT amounts remitted by Duke |
through to ODOD’s revenue i‘eports in each instance.

In the Supplement, ODOD noted that it had confirmed that the discrepancies identified by
Schneider Downs between certain of the entries in Duke’s November 2006 USF-301 Report and
the supporting internal documentation had no impact on the accuracy of the EFT amount ‘
remitted td ODOD. As shown in Appendix A to the Schneider Downs’ report, the relevant totals
are consistent. However, ODOD noted that an EDU should not submit monthly reports which
conflict with its company lédgers. Even though the amount remitted was correct, the amounts
credited to the different PIPP customer types were incorrect. Therefore, ODOD requested that
Duké confirm that it will submit a corrected November 2006 USF;301 Report to ODOD, and
submit such report to ODOD within 10 days of filing its responses to the Supplement.

In response to ODOD’s request, Duke submitted a corrected November 2006 USF-301
Report.

ODOD Conclusion: ODOD finds that Duke’s response is satisfactory.

Procedure #5

As previously discussed, Procedure #5 was designed to provide a .secdnd check on the
accuracy qf the subject EDU’s monthly reporting and remittances, as well as to vaﬁdate the
a]lowancé for undercollection that is built into the EDU’s USF Rider Revenue:Requirement.
The TSF-301 Reports and the USF-302 Reports were used as source documents. The USF-301
and USF-302 Reports are monthly summary reports to support the amount of dollars being
rém’itted (U SF-BO]) or requested for reimbursement (USF-302). The CIR is submitted quarterly

and contains monthly records for each PIPP customer. Among the data fields collected are
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usage, payments, arrearages, disconnections, and recomections. The CIR and USF reports_have
evolved on separate tracks, and ODOD has experienced mixed success among the EDUs in
matching the CIR information with the USF-301 and USF-302 Reports. The purpose of this
audit procedure was to test the validity of selected CIR. data to help solve problems in ‘rolling-
up’ the customer data for validation of the monthly USF transfers.

Schneider Downs was unable to agree the Electric Customer Payments, Electric Other
Payments, and Cumulative Electric Arrearage in the CIRs to the respective USF-301 and USF-
302 Reports filed by Duke. Duke advised Schneider Downs of three potential reasons for these
discrepancies. First, Duke opined that the customer sets may not be the same because the lUSF-
301 and USF-302 Reports éover all payment activity regardless how long the customer may have
been PIPP inactive, while the CIR includes only active PIPP customers and those that have been
active PIPP customers within the last year. Second, Duke indicated that the USF-301 and USF—V
302 Report amounts are reported to the penny, whereas the CIR amounts are rounded to whole
doliars. Finally, Duke noted that the payment fields in the CIR reports will not accept negative
numbers, so that entries such as returned checks appear as a positive number. Duke indicated to
Schneider Downs that'its iT personnel are presently working with ODOD to resolve this issue.

In the Supplement, ODOD noted that the CIR data submitted to ODOD by Duke presents
50 ﬁlany problems that it is largely unusable. Aggregate customer payments or arrearages cannot |
be reconciled to the amounts contained in the remittance report. ODOD also noted that it was
not able to conduct 2008 customer reverification procedures as é result of the poor data. Further,
~ ODOD determined that Duke’s assertion, to Schneider Downs, that the CIR only requires the
reporting of “Active PIPP” customers, and those that have been active in the last year, is

incorrect. Duke, in fact, reports records for both active and inactive PTPP customers, in
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compliance with ODOD’s requirements. However, numerous coding errors in this data field
contributed to difficulties experienced by Schneider Downs in performing this procedure. The
new PIPP rules require “monthly customer information” that provides the customer-level detail

to support the amounts being remitted and billed. Based on past performance, ODOD is

- concerned with Duke’s ability to comply with the new procedures.

In view of these issues, ODOD requested that Duke provide a plan to improve its CIR
reporting and explain the procedures that will be implemented to reconcile this report to the
monthly remittance and reimbursement reports. ODOD also requested that Duke indicate when
compliance will be achieved.

In response to ODOD’s request, Duke stated that as paft of the new PIPP rules
concerning monthly customer information reports, Duke will be able to analyze and submit more

accurate quarterly CIR reports to ODOD. Duke asserted that it is not possible at this time to

state with certainty when Duke will have new systems in place.

0DOD Conclusion and Request for Additional Response: ODOD finds Duke’s response

to ’be unsatisfactory. Regardiess of the new PIPP rules, Duke has always ‘he'td the obligation ‘to
submit accurate reports. Thus, ODOD believes that, at a nlinimgm, (1) the CIR should include a
properly coded record as “active” or “inactive” PIPP, resulting in information that should match
the number of active and inactive PIPP customers on the-USF-B 01 Report; (2) for the USF—3ﬁ1
Report, the payments should match the customer level data on the CIR for active and inactive
PIP_P; (3) for the USF-301 Report, the customer level arrearage data on the CIR should roll-up to
match the aggregate arrearage data on the USF-301 Report. ODOD expects to receive accurate
reports starting with Duke’s 3Q report, which is due October 31, 2009. Thus, ODOD requests

that Duke respond to these conclusions.
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Procedure #8
| As discussed previously, Procedure #8 was deéigned to test the timeliness and accuracy

of the subject EDU’s enrollment and remittance processes at the individual customer account
level. Failure to reclassify PIPP customers promptly may result in eligible customers being
denied the ability to retain service by paying the ODOD-approved payment plan amount. Failu_re
to remit PIPP customer payments, including agency payments made on behalf of the customer,
and prior credits, security deposits, and the like may result in the USF being oﬁercha,rged' for the
cost of PIPP. | | | |

Schneider Downs prefaced its description of the results of this procedure by noting that
Duke provides both gas and electric service. Although Duke was, in most instances, able to
demonstrate the amount of sampled customer payments applied to charges for gas service and
the amount applied to charges for electric service, Schneider Downs, in performing certain steps
of this procedure, was not able to verify whether this allocation complied with the payment
priority rules because the necessary data was not available. In performing step '(a) of the

pfocedure, Schneider Downs determined that, of the 149 active accounts sampled, 76 |

reclassifications were uploaded the same day or the next business day in accordance with

expected practice, while 20 accounts were processed later than one business day after receipt of

- the ODOD upload file. Schneider Downs found that 28 of the account reclassifications were

initiated by community action agencies and, thus, were not part of an ODOD upload file. One
other account was also processed manually, but Schneider Downs was unable to determine how
the réclassiﬁcation was initiated. Of the remaining 24 sampled accounts, 14 involved customer
moves, and, thus, for reasons previously explained, they were not included in an ODOD upload

file. Schneider Downs noted that, of these, 3 were not set up as PTPP accounts at the new

26



address, but that it was unable to determine why they were removed from the program at that
time. Schneidef Downs determined that 4 of the sampled accounts had no recléssiﬁcationé
during the 2006-2007 review period. Schneider Downs found 5 account reclassifications that
could nof be traced to an ODOD upload file, and, thus, could not determine hoW these

- reclassifications were initiated. Finally, Schneider Downs found that 1 sampled account had’
been identified in the CIR as active PIPP in 2007, but which was not actually enrolled until 2008,
which was outside the review period.

Schneider Downs égreed the ODOD-approved payhlent amount to the monthly electric
charges billed for 142 of the 149 sampled accounts in pefforming step. Schneider Downs could
not perform this step (b) of this procedure for the 3 customers who were not set up as PIPP .
accounts at their new address or for the customer that was identified in the CIR as active PIPP in
2007, but who was not actually enrolled until 2008. As previously discussed, the sampled PBPP
customer was correctly charged the PBPP amount as opposed to the ODOD-approved PIPP
payment amount. One of the remaining 2 accounts involved a customer that enrolled in PIPP in
December 2007, but whose first PIPP payment was not made until 2008, which was oufside the
review period. With respect to the other account, Schneider Downs determined that the customer
had been billed the PIPP charge twice for the same month, but was unable to determine why this
occurred.

TIn performing step (¢) of the procedure, Schneider Downs was able to trace 70 of the 149
selected payments in the sampled accounts to the respective USF-301 Report detail without
exception. Schne_:ider Downs found that 17 of the accounts did not reflect any payments during
the 2006-2007 review period. Thus, this step of the procedure could not be performed for those

accounts, nor could it be performed for the 3 accounts where the customers moved and were not
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set up on PIPP at their new addresses or for the customer that was identified in the CIR as active

PIPP in 2007, but who was not actually enrolled until 2008. For 53 accounts, the selected
piyments were all applied to charges for gas service, and, therefore, there were no payments to
trace to the USF-301 Reports. Schneider Downs traced 1 selected custdmer payment of $120.86
to the USF-301 Report. However, when that check was returned by the bank for insufficient
funds, the amount Duke withheld from following month’s USF-301 Report remittance was

$125.02. Schneider Downs was unable to determine the reason why the amounts did not match.

- Schneider Downs found that one of the selected payments that did not trace to the USF-301

Report. Although Duke demonstrated that $40.05 of this payment was allocated to electric
charges, the USF-301 Report detail showed a payment of $166.70. Schneider Downs was unable
to determine the reason for this discrepancy. Schneider Downs found 1 selected payment that
was not inchuded in the USF-301 Report. The customer in question had a credit balance at the
time of payment, so Duke did not include the amount in that month’s report. Finally, there were
2 selected payments for which Duke could not provide an allocation between gas and electric.
Thus, Schneider Downs was unable to complete step (c) of the procedure for these payments.

In performing step (d) of this procedure, Schneider Downs found that 118 of the 149
sampled accounts were either reverifications or had no unapplied prior credits, security deposits, |
or other unapplied funds at the time the customer initially enrolled in PIPP. However, Schneider _
Downs determinéd that the 31 remaining accounts had security deposits at the time of enrollment
that were not remitted to ODOD or applied to the customer’s outstanding balance.

In the Supplement, ODOD nofed that for every enrollment that could be tested fof
unapp]ied credits (security deposits), the credits were not remitted to the USF. ODOD believes

that this is evidence that a substantial problem may exist. When customers enroll in PIPP, any
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deposits held on those accounts are to be transferred as credits to offset the EDU’s cost of PIPP.
When those depoéits are retained by the EDL, it creates an additional burden for customers that
must pay the EDU’s USF rider rate. This is an issue that ODOD has addressed in the past with
certain other EDUs.

As a result of these concerns, ODOD requested that Duke prorvide‘ a detailed explanation
of its procedure for allocating customer payments between the gas and electric PIPP programs.
In addiﬁon, ODOD requested that Duke identify, beginning with the first month of the USF
(September 2000), the total amount of unassigned credits (security deposits) that were not
remitted to the USF upon a customer’s enrollment in the program, and to provide documentation
supporting this total. Finally, ODOD requested that Duke explain the circumstances under
which 17 PIPP customers failed to make any payments in 2006 and 2007, but remained PIPP
customers.

In responsé to ODOD’s request, Duke first stated that in January 2009, Duke appﬁed all
security deposits to the accounts that had security deposit prior to the customers’ enrollment on
PIPP. Duke assérted that it will ruﬁ a yearly query to identify any future accounts that have a
security deposit on the account and to apply the deposit to that account. Next, with respect to the
circumstances under which 17 PIPP customers failed to make any payments in 2006 and 2007,
but remained PIPP customers, Duke stated that the Winter Rule, medical certificates,
moratoriums (either official or unofficial), degree weather days (cold and heat) and PIPP
accounts not exceeding the $100.00 disconnect threshold, all present circumstances'whei‘e_P[PP
customers failed to make payments but have remained on PIPP.

ODOD Conclusion and Request for Additional Response: ODOD finds that Duke’s

response is setiously lacking. First, Duke failed to respond to ODOD’s request to provide a
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detailed explanation of its procedure for allocating customer payments between the gas and '
electric PIPP programs, notwithstanding that ODOD clearly stated its concern regarding the

allocation of customer payments between the gas and electric PIPP programs. ODOD considers

 this a serious area of risk because the Schneider Downs’ findings strongly suggest that a

systemic problem may exist. ODOD notes that Schneider Downs previously provided Duke the
audit detail for these 53 customer payments, and requests that, for each payment, Duke provide
the account number and an explanation as to why there was no credit to the electric bill from the
customer paymgnt.

With respect to the issue regarding unapplied security deposits or unapplied other credits,
ODOD notes that Duke failed to provide the information for the timeframe requested. Further,
Duke did not supply any data to support its assertion that, in January 2009, it applied all security

deposits to the accounts that had a security deposit prior to the customers’ enrollment on PIPP.

Indeed, ODOD’s review of Duke’s January 2009 report did not reveal any such adjustment. As

noted above, ODOD’s concern regarding the application of security deposits is heightened by its
experience with respect to this issue in connection with certain other EDUs. Therefore, ODOD
requests that, in addition to the information originally requested, Duke provide: (1) the amount
of the January 2009 adjustment, (2) where in the reimbursement request the adjustment is
reflected, and (3) the supporting account data for the total adjustment. | |
Finally, ODOD finds that Duke’s possible explanations for the circumstances under
which 17 PIPP customers failed to make any PIPP payments in 2006 and 2007 and remained :
PIPP customers is not satisfactory. ODOD notes that Schneider Downs previously provided to

the compahy the audit detail for these 17 customer accounts. Therefore, ODOD requests that
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Duke provide the account number and a specific explanation as to why each customer remained

- on PIPP for 2006 and 2007.

Pmcedufe #9

Procedure #9 was designed to test the timeliness of the subject EDU in processing drops
contained in ODOD upload files at the individual customer level and to identify and to track -
payments by customers enrolled in a PAC program upon their removal from PIPP to test whether

the payments were in the proper amount and if the payments were properly r_émitted to ODOD in

~ accordance with terms of the EDU’s PAC program. Failure to remit payments from prior PIPP

customers enrolled in the PAC programs would overstate the cost of PIPP.

After selecting the 30 account sample, Schneider Downs discovered that 3 of the selected
PAC 3 accounts were not actually on PAC 3 until 2008. Thué, Schneider Downs treated these
accoﬁnts as part of the PAC 1 group, resulting in a sample consisting of 18 PAC 1 accounts and
12 PAC 3 accounts. In performing stép (a) of this procedure, Schneider Downs verified that, 28
of the 30 of the selected customers were reclassified as PAC customers in Duke’s customer
information system, but noted that Duke was unable to provide customer account information for
the other 2 selected accounts. Schneider Downs was unable to perform step (b) of the procedui‘e
for the 12 selected PAC 3 customers because the payments in question were made pﬁor to the
January 1, 2006 start date of the review period. With respect to the 18 seleqted PAC 1 accounts,
Schneider Downs found that the payment amount for all 18 accounts remained at the ODOD-
appro{recl level, but indicated that it was able to trace only 9 of the 18 payments to the applicable
USF-301 Report. Of the remaining 9 selected payments, 3 could not be traced becanse Duke’s
system only allows it to store this detail for twenty-four (24) months and the payments in

question were made during the January-June 2006 period; Schneider Downs was unable to trace
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5 of the selected payments because the payments were applied to charges for gas service. Duke
explained this by advising Schneider Downs that customer payments are generally applied to the
oldest charges first. The remaining selected payment could not be traced to the USF-301 Report
detail because Duke did not provide the detail for the month of September 2007 when the
payment occurred.

As explained above, Schneider Downs could not perform steps (c) aﬁd (d) of this
procedure for the selected PAC 1 accounts. As a result of performing step (c) for the PAC 3
accdunts, Schneider Downs determined that, for 9 of the 12 selected accounts, the appﬁcé.ble
arrearage payment amounts were properly reestablished in the account. One of the remaining 3
selected customers did not go onto PAC 3 until December 2007, so the arrcarage payment
amount was not reestablished during the review period. Duke was unable to provide account
information for the other two accounts. In performing step (d) for the PAC 3 accounts,
Schneider Downs was able to trace an arrearage payment to the USF-301 Report for 4 of the 12
accounts. Two of the remaining selected customers made no arrearage payments during the
review period, and the other six could not be traced for the same reasons the remittances of the-

| ODOD-approved PIPP amount could not be traced to the USF-301 Report detail.

In the Supplement, ODOD noted that the difficulties encountered by Schneider Downs in
tracing PAC 1 payments to the USF-301 Report detail indicate that Duke’s performance in this
ar;éa is unsatisfactory in several respects. First, under its contract with ODOD and the
Commission’s record-retention rule, records are to be maintained by the EDU for thirty-six (36}

‘months, Thus, Duke’s inability to produce the detail for payments made during the january—June
2006 period violates these standards. Second, notwithstanding the explanation offered by Duke;

the fact that five of the selected payments were credited entirely to gas PIPP Suggests that there
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may be a systemic problem that has increased the cost of PIPP borne by Duke’s electric
customers. Finally, the fact that an entire month of account history (September 2007) was
unavailable for review by Schneider Downs is unacceptable.

Thus, ODOD requested that Duke determine, beginning with September 2000, the
amount of PAC 1 customer payments that have not been properly included with the PIPP
remittance and provide documentation supporting this determination. ODOD also requested that
Duke explain its current record retention policy and indicate the expected date of compliance
with the 36-month requirement contained in it contract with ODOD and the Commission’s rules.
Finally, ODOD requested that Duke explain why it could not locate any customer account
information for the month of September 2007 and why there was no customer account
information available for two customers who enrolled in the PAC 1 program.

In responée to ODOD’s request, Duke stated that it is presently consulting with its
technical departments to determine the cost of compliance with a thirty-six month record
reténtion policy. Next, Duke stated that, as noted in the‘Schneide'r Downs report, there is only 1
account in question for customers who enrolled in the PAC 1 program according to the report
findings detail. Duke cited to a specific account and stated that the account reflects a payment on
September 4, 2007 in the amount of $205.00,

ODOD Conclusion and Request for Additional Response: First, with respect to record

retention, ODOD finds that Duke’s response is insufficient, as Duke did not explain its current
record retention policy, or commit to a date for compliance. As noted earlier, Duke’s current
record retention practice does not comply with the record retention term of its agreement with

ODOD or with the Commission’s record retention rules. Thus, ODOD does not regard the cost
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of compliance as-a relevant consideration, and renews its request that Duke provide the requested

information.

Next, Duke offered nothing in response to ODOD’s re(iuest that it provide, beginning
with September 2000, the amount of PAC 1 customer payments that have not been properly
included with the PIPP remittance and to provide documentation supp_orti;ig this determination.
ODOD notes that the Schneider Downs report indicated that, for 50% of the sample, Duke failed
to remit PAC 1 customer payments but still billed the USF for the PAC 1 service. ‘Therefbre,
ODOD requests that Duke prﬁﬁde, at a minimum, the requested information for the last 2 years.

Finally, ODOD finds that Duke failed to address ODOD’s requests to explain why it
could not locate any information for the month of September 2007 and why there was no
customer account information available for 2 customers who enrolled in the PAC 1 program.

Further, ODOD finds that Duke’s response misstated the Schneider Downs findings by stating

 that there was only 1 account in question, when in fact there were 18, and that Schneider Downs

was able to trace only 9 of the 18 payments to the applicable USF-301 Report. As noted earlier, |
Schneider Downs previously provided to the company the audit detail for these 18 customer
accounts. Duke’s response provided payment information with respect to one PAC 1 account.
Therefore, ODOD requests that Duke provide the account number and an explanation regarding
the remaining 17 payments.

Procedure #11

Procedure #11 was designed to test the accuracy of the reimbursement requests at the

individual customer level, including the accuracy of any stated pre-PIPP arrearages included in

the requests.
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As Schneider Downs noted in reporting the results of applying Procedure #8, Duke
supplies both gas and electric service. For the monthly charges tested through this procedure, as
| well as those tested in Procedures #12, #13, and #14, Duke demonstrated the ambunts chafged,

respectively, to gas and electric service. However, Schneider Downs was not able to verify the
allocation of these charges betﬁreen gas and electric for 2006 and 2007 because t'he_necessary
data was not available. In petforming 'step () of this procedure, Schneider Downs traced the
se]ectadl charges through from the supporting documentation to the applicable USF-301 Report
detail for 142 of the 149 sampled accounts. Schneider Downs could not perform this step.of the
procedure for the other 7 accounts for the following reasons. For 1 selected account, the
customer was on PIPP and incurred electric charges, but there were no charges for this customer
included for reimbursement in the USF-302 Report for the month in question. For 4 accounts,
Schneider Downé determined that the selected customer accounis were not actually on PIPP at
the account number selected. For 1 account, Duke was unable to provide the customer account
history. The remaining account was the customer that enrolled in December 2007 described in
the discussion of the “Duke Results” for Procedure #9. Thus, the charges to that customer
submitted for reimbursement would not have appeared on a USF-301 Report reimbursement

| request until 2008, which-was after the end of the 2006-2007 review period.

- In applying step (b) of this procedure, Schneider Downs found that, of the 149 accounts
tested, 76 were reverifications, not enrollments. Because these customers were enrolled prior to
the 2006-2007 review period, Schneider Downs was unable to determine if any. accﬁmulated past
due balances existed at time of enrollment. With respéct to the 73 reclassifications that were
PIPP enrollments, Schneider Downs determined that 2 of the accounts had no past-dues at the

time of enrollment and that no past-dues were submitted for these accounts in the USF-302
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Report reimbﬁrsemexit Tequests for the applicable months. Schneider Downs agreed the
accumulated past-dues for the 55 of the remaining accounts to the applicable USF-302 Reports.
For 13 of the remaining selected accounts, Schneider Downs was unable to trace the

éccumulated past-dues to the applicable USF-302 Report, and noted that the total gas and electric

accumulated past-dues indicated in the Duke documentation did not agree with the total gas and

electric accumulated past-dues displayed on the on the customers” bills after they enrolled in

PIPP. The last 3 acbounts involved customers that were enrolled in PIPP in December 2006.
Schneider Downs indicated that Duke could not provide a breakdown of the accumulated gas and
electric past-dues, so this step could not performed for these accounts. |

In the Supplement, ODOD determined that, as measured by this prbcédure, Duke’s
pelformance with respect to the accuracy of its requests for reimbursements is not satisfactory.
As explained m the discussion of Procedure 8#, ODOD noted its concern that customer billing
data is not being properly retained and allocated between gas and electric utility services. Thus,
ODOD requested that Duke explain why the 13 customer accounts for which the accumulated
past~due amounts (Pre-PIPP) could not be traced to the applicable USF-302 Reports. ODOD
also requested that Duke explain why Duke’s dbcumentation did not agree with the past-dues on
the customer bills.

in response to ODODY’s request, Duke stated that the amount transferred to PIPP does not
always agree to the amount listed on the customers’ bill due to “unprepped charges” (charges
incurred but not yet prepared on the bill.) Duke asserted that it will endeavor to create a means
by which to reconcile this data and provide this information while also preparing to meet other

new requirements set forth in ODOD’s newest rules.
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ODOD Conglusion and Request for Additional Response: ODOD finds that Duke’s

response fails to address ODOD’s request. As noted previously, Schneider Downs ,provided-
Duke the audit detail for the customer accounts. Duke did not provide specific infonnatidn
regarding the 13 accounts in question. Therefore, ODOD requests that Duke provide the. account
numbef and an explanation regarding why Duke’s documentation did not agree with that
customer’s bill. In addition, ODOD requests that Duke provide a more detailed descriptioﬁ bf .

“unprepped charges” and explain how those charges would impact the accumulated past dues

~ (pre-PIPP balance) addressed by this procedure.

Procedure #13

As discussed earlier, this procedure was designed 1o test, at the individual customer level,
whether, contrary to the terms of the PAC program, the EDU sought reimbursement from the
USEF for the cost of electricity delivered to PAC 2 customers. Reimbursement of these amounts
would increase the cost of PIPP to the detriment of the EDU’s custﬁmers. |

Schneider Downs dEtemlinéd that of the 30 selected PAC 2 accounts, 16 had charges for |
electricity during the selected billing period that were included in the PIPP reimbursement
calculation and 2 did not. Schneider Downs found that, of the remaining 12 accounts, 10 of the
customers were not actually on PAC 2 until 2008, which was outside 2006-2007 review period,
and 2 ﬁere not on PAC 2 at the selected account numbers because they had rnoved. and were not
set up on PAC 2 at their new address.

In the Supplement, ODOD noted that PAC 2 customers are required to pay thelr utility
bills (not a PIPP Installment) during the second twelve-month period of the arrearage crediting
program. ODOD emphasized that the instructions for submitting reimbursement requests clearly

state that only PAC 1 customers are eligible for reimbursement from thé USEF. Therefore,
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_ ODOD requested that, beginning with the first month of the USF (September 2000), Duke

provide the amount of USF reimbursement it has received for PAC 2 customer accounts and the
documentation supportirig this calculation.

| In response to ODOD’s request, Duke stated that it properly inciuded the electric portion
of all PAC 1 customer payments in the remittance to ODOD, under the line item “Payments by
Customers Enrolled in Arrears Crediting.” Duke cited attachment 2 as its supporting |
documentation. |

ODOD Conclusion and Request for Additional Response: ODOD finds that Dukess

response discussed PAC 1 customers, whereas ODOD’s request concerned PAC 2 customers.

Therefore, ODOD requests that Duke provide the information originally requested by ODOD.

‘Procedure #14

As discussed above, this procedure was designed to test, at the individuai customer level,
whether the EDU improperly sought reimbursément from the USF for the cost of electricity
delivered to inactive PIPP customers. Reimbursement of this amounts would increase the cost of
PIPP to the detriment of the EDU’s other customers. Schneider Downs determined that, for 24 |
of the selected accounts, the charges for electricity during the selected period were not included
iﬂ the PIPP reimbursement calculation, but, for the remaining 6 accounts, the charges were
included in the PIPP reimbursement calculation.

In the -Supplement, ODOD noted that the USF-302 Report instructiohs clearly state that
only charges for “Active PIPP” customers or PAC 1 PIPP customers may be billed to the USF.
Schneider Downs’ ﬁndiﬁgs indicate that Duke has improperly billed charges to linactive PIPP

customers to the USF.
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Thus, ODOD requested that, beginning with the first month of the USF (September
2000), 'Duke provide the amount of USF reimbursement it has received for inactive PIPP
customer accounts and the documentation supporting this calculation.

In response to ODOD’s request, Duke noted that Procedure #14 entailed randomly

selecting a sample of 30 customer accounts identified as inactive in the quarterly CIR, 15 each

from 2006 and 2007, selecting a billing period for each customer, and verifying the amount

charged to the customer for electric service was not included in the PIPP reimbursement
calculation. Duke noted that the audit results indicated that for 24 of the selected acﬁounts the
charges for electricity during the selected period were not included in the PIPP reimbursement
calculation. For the remaining 6 accounts, Duke stated that it appears that the timing of the
sample may be the problem. Duke noted that 1 of the accounts has since been archived and is no
longer available in its CMS system. Next, Duke noted that 4 other accounts are “final” as a
result of final billing. Duke further noted that because the 4 accounts are final, the final charges
would still be deferred to PIPP and included in the remittance and reimbursement. Duke asserted
that, in its billing prdcess, the order of events is to first create charges, then to take care of any
payment plan processing, such as a “PIPP remove.” For the last account, Duke stated that this

account did not appear to have new charges in the remittance and reimbursement for the month

 that it became inactive, but noted that the exceptions workbook does not indicate what month

was being tested.
ODOD Conclusion and Request for Additional Response: ODOD finds that Duke’s

response is unsatisfactory. For the 6 accounts in question, Duke responded that 1 account was

archived and 4 were final. Although Duke asserted that the timing of the sample may be the

source of the problem, it is not clear to ODOD why this would create a problem, To clarify its

3%



response, ODOD requests that Duke respond to the following questiéns. What is the i;:terval
between when an account is finaled and when it is archived? What was the specific interval for
the 1 account that was archived? Does archival mean that Duke no loﬁger has the ability to -
access such information?

| Neﬁ, it is ODOD’s understanding that EDU’s typically mark an account and report it as
“final” PIPP in the month that the final bill is issued, and that the account Would then be marked
as “inactive” PIPP for the following reﬁorting month if the customer still has an arrearag;e. With
respect to the 4 final accounts, ODOD is secking to understand when Duke marks an account as
final. In other words, is it Duke’s practice to mark an account as “final” and “inactive” in the

same reporting month? ODOD requests that Duke respond to this question.

Procedure #13

As previously discussed, this procedure was designed to test whether customers
reinstated to the PIPP program had actually satisfied their outStanding 'PIPP dbligations before
the EDU resumed submitting reimbursement requests to ODOD. Inclusion of charges to
customers that are not eligible to return to PIPP in reimbursement requests to ODOD increases |
the cost of PIPP to the detriment of the EDU’s other customers.

Schneider Downs determined that, of the 30 selected customer accounts, 12 had been
reinstated without the customer satisfying the outstanding PIPP balance, and thﬁ 11 of these
were zero-income customers, Schneider Downs found 1 of the accounts had no outstandiné
PIPP balance at the time of reinstatement, and that 8 had satisfied the outstanding PIPP balance
prior to reinstatement, 7 of which did so through a HEAP payment during the winter

reconnection period. Schneider Downs determined that the remaining 9 accounts were never
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acﬁaﬂy removed from the PIPP progfam. Although these accounts wm"e identified as inactive in -
tﬁe CIR, they were not actually inactive for various reasons.

In the Supplement, ODOD noted that during the winter months, PIPP customers cah have
electric service and PIPP enrollment reinstated by meeting the terms of the Winter Reconnect
Order issued by the Commission for that particular winter heating season. However, during the
summer months, PIPP customers are required to pay any defaulted PIPP payments plus
applicabl‘é reconnection fees. Thus, ODOD requested that Duke clarify the company’s practice
for re-enrollment of disconnected PIPP customers, excluding the one réconnection that is
permitted during the Winter Reconnect Order time period.

In responée to ODOD’s request, Duke stated that, if a PIPP customer has been turned off
~ for non-payment, the customer must pay the past due PIPP installment amount and, if applicable,
be reverified to have service restored. If the PIPP customer does not need to reverify, Duke
stated that the customer need only pay the past due PIPP installment amounts and that Duke will
then reinstate the customer on the PIPP program. With respect to a customer’s move o a new
location, Duke stated that if the customer does not need to be reverified, Duke will automatically
reinstate the customer as a PIPP customer once the account has been billed. 1f the PIPP cﬁstomer
needs to be reverified, however, the customer must go to a local community action agency before
thei customer can be reinstated on PIPP. Once the customer is reinstated, Duke asserted that it
will recalculate the PTP balance and adjust the account 1o so reflect.

-ODOD Conclusign: ODOD finds that Duke’s response is satisfactory.
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