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FINANCIAL REVIEW
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265
	

IN REPLY PLEASE REFER TO OUR FILE



AUDITOR'S REPORT

To The Pennsylvania Public Utility Commission


We have audited PPL Electric Utilities Corporation’s Universal Service Rider Statements of Over/Under Collections for the twelve months ended December 31, 2009 and December 31, 2008.  These statements are the responsibility of the Company's management.  Our responsibility is to express an opinion on the statements based on our audit.

	We conducted our audit in accordance with generally accepted auditing standards accepted in the United States of America.  These standards require that we plan and perform the audit to obtain reasonable assurance about whether the specified statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the statements referred to above.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

	The accompanying statements were prepared for the purpose of complying with the rules and regulations of the Pennsylvania Public Utility Commission and are not intended to be a complete presentation of the Company's revenues and expenses.

	In our opinion, the accompanying statements of PPL Electric Utilities Corporation presents fairly, in all material respects, the Universal Service Rider’s  Revenues, Expenses and Over/Under collections resulting from the Company’s application of the Universal Service Rider rates in accordance with the provisions of its Schedule of Rates as approved by the Pennsylvania Public Utility Commission.




							M. Carl Lesney, CPA
							Director 
							Bureau of Audits
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	PPL ELECTRIC UTILITIES CORPORATION


	Statement of Universal Service Rider Over/(Under) Collections

	For the Twelve Months Ended December 31, 2009



	Month
	Residential Distribution 
Revenue 
Applicable To USR
	OnTrack/WRAP Expenses
	
USR
Over/(Under) Collection

	
	(Note 1)
	(Note 2)
	(Note 3)

	
	
	
	

	January 
	 $   3,458,114
	 $  3,559,855
	$  (101,741)

	
	
	
	

	February
	      3,141,357
	     3,807,135
	     (665,778)

	
	
	
	

	March
	      2,917,558
	     3,609,837
	     (692,279)

	
	
	
	

	April
	      2,459,644
	     2,660,881
	     (201,237)

	
	
	
	

	May
	      2,136,079
	     2,043,372
	       92,707

	
	
	
	

	June
	      2,110,675
	     2,268,613
	     (157,938)

	
	
	
	

	July
	      2,260,702
	     2,499,842
	     (239,140)

	
	
	
	

	August
	      2,471,671
	     2,806,851
	     (335,180)

	
	
	
	

	September
	      2,345,405
	     4,501,720
	  (2,156,315)

	
	
	
	

	October
	      2,062,314
	     2,471,325
	     (409,011)

	
	
	
	

	November
	      2,277,908
	     2,622,288
	     (344,380)

	
	
	
	

	December
	      2,658,974
	     3,334,238
	     (675,264)

	
	
	
	

	Totals
	 $ 30,300,401
	$ 36,185,957
	$(5,885,556)

	
	
	
	

	
	
	
	








Notes to the Financial Statements are an integral part of this report.
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	PPL ELECTRIC UTILITIES CORPORATION


	Statement of Universal Service Rider Over/(Under) Collections

	For the Twelve Months Ended December 31, 2008




	Month
	
	Residential Distribution 
Revenue 
Applicable To USR
	
	OnTrack/WRAP Expenses
	
	
USR
Over/(Under) Collection

	
	
	(Note 1)
	
	(Note 2)
	
	(Note 3)

	
	
	
	
	
	
	

	January 
	
	      $  2,816,193
	
	    $  3,021,411
	
	   $   (205,218)

	
	
	
	
	
	
	

	February
	
	          2,735,727
	
	2,943,816           
	
	(208,089)

	
	
	
	
	
	
	

	March
	
	          2,824,807
	
	2,993,040
	
	(168,234)

	
	
	
	
	
	
	

	April
	
	          2,407,613
	
	2,436,911
	
	(29,298)

	
	
	
	
	
	
	

	May
	
	          1,916,020
	
	1,774,489
	
	141,532

	
	
	
	
	
	
	

	June
	
	          2,069,739
	
	1,849,250
	
	220,488

	
	
	
	
	
	
	

	July
	
	          2,305,952
	
	2,391,148
	
	(85,196)

	
	
	
	
	
	
	

	August
	
	          2,355,383
	
	2,297,997
	
	57,384

	
	
	
	
	
	
	

	September
	
	          2,227,686
	
	2,331,363
	
	(103,677)

	
	
	
	
	
	
	

	October
	
	          1,920,669
	
	2,331,601
	
	(410,932)

	
	
	
	
	
	
	

	November
	
	          2,160,609
	
	1,959,522
	
	201,087

	
	
	
	
	
	
	

	December
	
	          2,680,157
	
	3,446,643
	
	(766,486)

	
	
	
	
	
	
	

	Totals
	
	      $28,420,555
	
	$29,777,191
	
	$ (1,356,636)

	
	
	
	
	
	
	

	
	
	
	
	
	
	




Immaterial differences are due to rounding.

Notes to the Financial Statements are an integral part of this report.
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PPL Electric Utilities Corporation

Notes To The Financial Statements


1 -	Residential Distribution Revenue Applicable To Universal Service Rider

The Universal Service Rider (USR) charge, stated as a percentage, is added to all the distribution charges of each customer who takes distribution service under Residential Rate Schedules R, RTS(R), and RTD(R).  The Residential Distribution Revenue Applicable to USR are the amounts resulting from applying the approved USR charge to actual residential distribution revenue billed.  The USR charge is adjusted annually and provides for an E-Factor adjustment for the refunding or recoupment of over or under collections of USR expenses.  The Residential Distribution Revenue Applicable to USR amounts are exclusive of the E-Factor revenues.


2 - OnTrack/WRAP Expenses

The USR charge provides for the recovery of the costs, except for internal administrative costs, associated with the universal service programs On Track and the Winter Relief Assistance Program (WRAP) provided by the Company to qualified residential customers. OnTrack is PPL Electric Utilities Corporation’s Customer Assistance Program (CAP). It is available to low-income households at or below 150 percent of the federal poverty level. The primary features of OnTrack are a reduced payment arrangement and arrearage forgiveness over a specified period of time. 

WRAP is designed to reduce electric bills for low income customers. Contractors install various weatherization measures, such as insulation and efficient appliances, and provide energy education services depending on the customer’s use and the results of a home energy audit. 
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PPL Electric Utilities Corporation

Notes To The Financial Statements


3 – USR Over/(Under) Collection

The Over/(Under) Collections are the monthly differences between the Residential Distribution Revenue Applicable To USR revenues and the USR On Track/WRAP expenses incurred.  Interest is recoverable on net under collections or refundable on net over collections.  The resulting net amount represents the portion of USR expenses that the E-Factor is designed to refund to, or recoup from, customers.  Differences arise for two primary reasons:

· Variations between the actual month-to-month Distribution Revenues to customers and the budgeted revenues used to determine the USR rate.

· Variations between the actual USR expenses incurred and the budgeted expenses used to determine the USR rate.  
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PPL ELECTRIC UTILITIES CORPORATION

Background

In July 1992, the Pennsylvania Public Utility Commission (“PUC” or the “Commission”) adopted a Policy Statement that established guidelines for Customer Assistance Programs (CAP).  The Commission encouraged all electric and gas utilities to implement CAP pilots.

After receiving approval from the Commission for its pilot proposal, PPL Electric Utilities Corporation (PPL Electric or Company) implemented OnTrack in December 1993.  The pilot began in one region and expanded to all regions by June 1994.  The Company agreed to enroll 2,000 low-income customers in OnTrack.  PPL Electric ended the pilot program enrollments on July 31, 1995.

On December 3, 1996, Governor Tom Ridge signed into law the Electricity Generation Customer Choice and Competition Act (Competition Act).  The Competition Act gave consumers the opportunity to choose their electric generation supplier.  The legislation urged the electric distribution companies to continue their various assistance programs (e.g., CARES, Operation HELP, OnTrack and WRAP).

On August 12, 1998, PPL Electric and the parties to its Restructuring Plan proceeding filed a Joint Petition For Full Settlement which included PPL Electric’s agreement to significantly expand OnTrack expenditures from 1999 through 2002.  During this four-year period, the program’s annual budget increased from $5.875 million in 1999 to $11.7 million in 2002.  In December 2004, as part of the base rate case proceeding at Docket No. R-0049255, the Commission approved an annual funding level of $13.2 million for OnTrack.

On January 13, 2005, PPL Electric submitted a proposal to the Commission to amend its Universal Service and Energy Conservation Plan by conducting a pilot program.  In addition to reducing energy usage for certain CAP participants, the pilot program’s other key objectives included managing the expenditure of CAP credits, improving customer’s understanding of their CAP benefits and energy usage, and motivating customers to save energy.

On February 9, 2005, the Commission approved PPL Electric’s request to implement this two-year pilot program to manage CAP credits.  The Commission’s Secretarial Letter directed PPL Electric to implement this program on March 1, 2005 and to conclude it on March 31, 2007.  The Commission also directed PPL Electric to submit its internal evaluation of the pilot program to the Bureau of Consumer Service no later than April 1, 2007.  On February 1, 2007, the Company submitted the final pilot evaluation to the Commission.




PPL ELECTRIC UTILITIES CORPORATION

Background (Continued)




By Order entered on October 19, 2007 at R-00072155, the Commission approved PPL Electric’s request to establish a Universal Service Rider (USR) Rate to become effective for service rendered on and after January 1, 2008.  The USR permits PPL Electric to recover the costs, except internal administrative costs, associated with providing service to residential customers participating in PPL Electric’s CAP.
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