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Please state your name and your business address.
My name is Craig Smith. My business address is 180 East Broad Street,

Columbus, Ohio 43215.

By whom are you employed and in what capacity?

I am employed by the Public Utilities Commission of Ohio (PUCO). | am
a Public Utilities Administrator with the Reliability and Service Analysis
Division within the Service Monitoring and Enforcement Department. My
current duties include the oversight of service reliability, consumer
protection policies and rules for gas, water, and electric, as well as low

income assistance programs.

Would you briefly state your educational background and work experience.
| received a Bachelor of Arts degree that included a Major in Political
Science and a Minor in Chemistry from Denison University. | received a
Master’s degree in Public Administration from The Ohio State University.

| received a Juris Doctor from Capital University. In addition, | completed
over a dozen post-baccalaureate classes in accounting from Columbus State

Community College.
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While obtaining my Master’s and Law degrees, I served as a management
and legal intern with the Public Utilities Commission of Ohio (PUCO) in
the Consumers Services Department. After law school, | worked at the
Ohio Department of Taxation. While at the Department of Taxation | was
employed as an Internal Audit Supervisor 2, Chief Counsel Supervisor 2 in
Tax Appeals, and as a Deputy Tax Commissioner. | have also been a

private sector attorney and a Certified Internal Auditor (2006-2017).

In January of 2014, | accepted a Utilities Specialist 1 position with the
PUCO in the Accounting and Electricity Division. In October of 2014, |
accepted a Utilities Specialist 2 positon with the PUCO in the Reliability
and Service Analysis Division. And in October of 2015, | accepted my
current position, a Public Utilities Administrator 2 with the PUCO in the

Reliability and Service Analysis Division.

Have you testified before the PUCO?

Yes, | testified in Case No. 14-1031-GE-RDR.

Do you also intend to file additional testimony responding to objections to
the Staff Report in this proceeding?

Yes.
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What is the purpose of you testimony?

The purpose of my testimony is to recommend that the Commission
approve the hiring of an independent auditor to audit Duke Energy Ohio’s
(Duke or the Company) Purchase of Accounts Receivable (PAR) program
and the related Uncollectible Expense — Electric Generation Rider (Rider

UE-GEN).

What is the scope of the audit?

The scope of the audit shall include without limitation, the sufficiency of
Duke’s internal processes and controls for ensuring that Duke is purchasing
only those receivables it is authorized to purchase and recover through the
PAR program; the sufficiency of internal processes and controls for
monitoring a Competitive Retail Electric Service (CRES) provider’s
compliance with Duke’s PAR program agreement; and findings and

recommendations regarding the foregoing.

Why is an independent audit of the PAR and Rider UE-Gen necessary?
During the review of the various processes for debt collection, the
Company expressed a reliance on several agreements to provide the rules,
procedures, and controls for the PAR program. These agreements include
The Account Receivables Purchase Agreement, the Duke Supplier Retail

Tariff, and the Sale and Assignment Agreements. Together these

5
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agreements provide the Company with the authority to inspect the CRES
providers’ accounting records, make inquiries into internal and external

reports, and review individual transactions.

Staff found that the Company did not actively review, inquire, or inspect
any supplier receivable between 2014 and 2017. Furthermore, the
Company did not review a single internal or external audit report regarding
the CRES providers’ receivables. The Company relies on a math check as

the rate ready control but has no such math check for bill ready.

Internal controls are important tools for management in the creation of

financial statements to ensure that management’s presentation IS accurate
and free from fraud. The Company has within its agreements with CRES
suppliers multiple opportunities to ensure that the terms of the agreements

are fulfilled and that errors or fraud are discovered or avoided.

Does this conclude your testimony?

Yes, this concludes my testimony. However, | reserve the right to submit
supplemental testimony as described herein, as new information
subsequently becomes available or in response to positions taken by other

parties.
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