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Certificate of Accountability

As ordered by the Public Utilities Commission of Ohio (PUCO or Commission), the Staff
has completed the required audit of the Ohic Gas Company (Ohio Gas or Company)
Uncollectible Expense Rider (UEX) rates for January 1, 2012 through December 31,
2013. The Staff audited the material as set forth in the Commission Entry in Case No.
14-311-GA-UEX.

Our audits have revealed certain findings, as discussed in this audit report, which
should be addressed in this proceeding. The Staff notes that at the time of preparing
this report, unless otherwise noted, Ohio Gas Company accurately calculated its
uncollectible expense rider rates for the time period discussed in this report. The Staff
has performed investigations into these specific areas and respectfully submits its
findings and recommendations.

Wm. Ross Willis
Chief, Rates Division
Public Utilities Commission of Chio

Enclosure
cc: Parties of Record
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Ohio Gas Company
Uncollectible Expense Rider

In Case No. 08-212-GA-GCR and 08-597-GA-UEX, Staff completed its first audit of
Ohio Gas Company’s (Ohio Gas) uncollectible expense rider (UEX). Staff's initial audit
covered the years 2005 through 2007. Subsequently, Staff completed biannual audits of
Ohio Gas' UEX rider in 2010 and 2012,

In this audit, Staff began with the verification of the amounts filed by Ohio Gas in its
Annual Balance Reconciliation (ABR) calculations for calendar years 2012 and 2013.
The ABRs for 2012 and 2013 were filed as attachments to the Company's UEX
applications in Case No. 12-311-GA-UEX and 13-311-GA-UEX.

As shown in attachments 1 and 2, Chio Gas’ ABRs contained monthly write-off
amounts, recoveries from the UEX rider, recoveries - other (payments received from
collections agencies less collection fees), sales volumes and applicable UEX rider rates.
From these components, Ohio Gas calculated its monthly over- or under-recoveries of
uncollectible expenses and annual ending balances. Staff in the course of its audit
verified the amounts for each component of Ohio Gas’ ABRs.

For the verification of monthly write-offs, Staff relied on a report that the Company
submits to collections agencies. This report is titled the Company Collection Report
(CCR). The CCR is generated monthly by Ohio Gas’ billing system that flags accounts
in which no payment has been received in the last 90 days. The CCR are comprised of
Percentage of Payment Plan (P!PP) and non-PIPP accounts and their unpaid account
balances. The PIPP accounts were designated with a “P" with their account balances
separated out from the CCR and recovered through the Company’s PIPP rider. The
remainder of the CCR balance represents the non-PIPP accounts, which were
recoverable through the UEX and represent the monthly write-off amount in Ohio Gas’
ABR. Staff, examined the CCR for all months and found that the amounts matched
those that were filed in the Company’s 2012 and 2013 applications.

Staff then randomly selected customers who had been included in the CCR and
requested their billing history. For each account, Staff was able to verify the last
payment, monthly balance, final balance and the length of time between the customer’s
final payment and when their account was placed into the CCR. Staff found all of the
customers' unpaid balances matched the figures contained on the CCR. Staff also
confirmed that these customers had not made a payment on their accounts for at least
90 days prior to their disconnection and balance being placed into the CCR.
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In Case No. 12-311-GA-UEX, Staff, in its examination of the write-offs, found PIPP
accounts were transferred to the UEX account after PIPP customers failed to re-verify
their income eligibility in the PIPP program. The amount transferred to the UEX account
between 2010 and 2011 was $20,832.21. Staff believes that once an unpaid balance is
included for recovery through the PIPP accounts, that balance should remain in the
PIPP account and should not be removed and recoverable through the UEX rider. Staff
recommended that Ohio Gas’ December 2011 year ending balance should be reduced
to recognize the removal of seventeen unpaid PIPP accounts that failed to re-verify.

Ohio Gas agreed to the recommendation and transferred the $20,832.21 amount back
to the PIPP account for recovery through the PIPP rider. Staff confirmed through
company records the transfer occurred in June 2012,

In this audit, Staff confirmed that no PIPP accounts were transferred in the UEX for
recovery.

Staff also recommended in Case No. 12-321-GA-UEX that Ohio Gas implement a
tracking method that would maintain PIPP classification of customers and assure that
write-offs of unpaid balances occur within the appropriate program. The company
agreed to the recommendation and Staff confirmed in this audit a tracking method was
implemented.

Staff examined sales volumes and verified dates when Commission-approved rider
adjustments became effective during the audit period. Using this information, Staff was
able to recalculate recoveries placed in “Recovery - Rider” in the ABR. No errors were
found.

In completing its review of the Company’'s 2012 and 2013 ABR, Staff examined the
recoveries by Ohio Gas which were placed in “‘Recovery — Other” (recoveries) in the
ABR. Staff relied upon Ohio Gas' general ledger as its starting point to verify the
recoveries. The Company’s general ledger account 144.1 records all payments received
by the Company for accounts that were placed into the CCR report. Staff was able to
trace all of the recoveries for 2012 and 2013 to the general ledger.

Staff inquired into Ohio Gas’ collection practices and found that the Company utilized
the services of two external collection services, along with its internal collections. During
the audit period, collectors were sent monthly copies of the Company's CCR. The
Collectors attempted to collect the write-offs and when successful, received a
percentage of the collections. When the collector received a payment from a customer,
the payment was remitted to Ohio Gas who credited the customer’s account for the full
amount of their payment, paid the external collector their percentage and recognized in
the net amount (customers’ payments less collection fees) in “Recovery — Other”.,
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Conclusions

Staff determined through the audit that Ohio Gas accurately applied the UEX rider rates
and sales volumes for 2012 and 2013.

Staff confirmed through company records that $20,832.21 was transferred from the
UEX account to the PIPP account in June 2012 as recommended by Staff in the 2012
audit report and agreed to by the company.

Staff also confirmed that no PIPP accounts were transferred to the UEX account for
recovery.

Staff in the course of its audit verified the amounts for each component of Ohio Gas’
ABRs.

Staff confirmed that Ohio Gas implemented a tracking method that would maintain PIPP
classification of customers and assure that write-offs of unpaid balances occur within
the appropriate program.

Recommendations

Staff has no recommendations.
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ATTACHMENT 1
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