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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 Statement of Universal Service Rider (USR) Over/Under Collections for the twelve months ended December 31, 2010.  This statement is the responsibility of the Company's management.  Our responsibility is to express an opinion on the statement based on our audit.

	We conducted our audit in accordance with auditing standards generally 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 statement is free of material misstatement.  Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate for the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the statement 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 statement was prepared for the purpose of complying with the rules and regulations of the Pennsylvania Public Utility Commission, and is not intended to be a complete presentation of the Company's revenues and expenses.

	In our opinion, the accompanying statement of PPL Electric Utilities Corporation presents fairly, in all material respects, the USR’s revenues, expenses and over/under collections resulting from the Company’s application of the USR 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






	PPL ELECTRIC UTILITIES CORPORATION


	Statement Of Universal Service Rider (USR) Over/(Under) Collections

	For The Twelve Months Ended December 31, 2010*



	Month
	Residential Distribution 
Revenue 
Applicable To USR
	OnTrack/WRAP Expenses
	
USR
[bookmark: _GoBack]Over/(Under) Collections

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

	
	
	
	

	January**
	 $   4,469,659
	 $  6,446,723
	$  (1,977,064)

	
	
	
	

	February
	      4,174,711
	     5,627,531
	    (1,452,820)

	
	
	
	

	March
	      3,783,451
	     5,069,039
	    (1,285,588)

	
	
	
	

	April
	      3,028,062
	     3,407,705
	       (379,643)

	
	
	
	

	May
	      2,777,589
	     3,259,430
	       (481,841)

	
	
	
	

	June
	      3,108,830
	     3,455,944
	       (347,114)

	
	
	
	

	July
	      3,603,433
	     3,957,819
	       (354,386)

	
	
	
	

	August
	      3,572,726
	     4,301,900
	       (729,174)

	
	
	
	

	September
	      3,200,155
	     3,657,544
	       (457,389)

	
	
	
	

	October
	      2,792,876
	     3,408,040
	       (615,164)

	
	
	
	

	November
	      2,939,901
	     3,840,854
	       (900,953)

	
	
	
	

	December***
	      4,061,341
	     4,950,500
	       (889,159)

	
	
	
	

	Totals
	 $ 41,512,734
	$ 51,383,029
	  $(9,870,295)

	
	
	
	

	
	
	
	




*    As reported to the Commission at Docket No. M-2010-2213701.

**   January data includes December 2009 true-up of estimated data to actual data.

*** December 2010 reflects estimated data that will be trued-up in the 2011 reconciliation filing.

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 USR

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 OnTrack 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) Collections

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 refundable on net over collections or recoverable on net under 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 billed to Residential 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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BACKGROUND









PPL ELECTRIC UTILITIES CORPORATION

Background

PPL Electric Utilities Corporation (PPL Electric or Company) implemented the Winter Relief Assistance Program (WRAP) in 1984 to help reduce electric bills and improve home comfort for low income customers.  The objectives of the WRAP are to reduce energy usage and bills of low income customers and to increase low income customers’ ability to pay their electric bills, resulting in reduced arrearages.

In July 1992, the Pennsylvania Public Utility Commission (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 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, the Electricity Generation Customer Choice and Competition Act (Competition Act) was signed into Law.  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 the Company’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 the Company to implement this program on March 1, 2005 and to conclude it on March 31, 2007.  The Commission also directed the Company to 

PPL ELECTRIC UTILITIES CORPORATION

Background (Continued)



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.

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 the Company to recover the costs, except internal administrative costs, associated with providing electric service to residential customers participating in the Company’s CAP, i.e., WRAP and OnTrack.







6


ACKNOWLEDGEMENTS


	We wish to express our appreciation to the officers and staff of PPL Electric Utilities Corporation and PPL Services Corporation for the cooperation and assistance given to us during the course of our examination.  The audit was conducted by Brian T. Shuey, assisted by Michael B. Daley.

7
image1.png
PUC





