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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


INDEPENDENT AUDITOR'S REPORT

To The Public Utility Commission

We have audited PECO Energy Company’s Transmission Service Charge (TSC) 
Over/Under Collections (Section 1307(e)) for the ten months ended October 31, 2011.  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 Statement of Transmission Service Charge (TSC) Over/Under Collections was prepared for the purpose of complying with the rules and regulations (Section 1307(e)) 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 information set forth in the accompanying condensed statement of Transmission Service Charge (TSC) Over/Under Collections for the ten months ended October 31, 2011 of PECO Energy Company presents fairly, in all material respects, in relation to the audited financial statement from which it has been derived.







Dennis P. Hosler, CPA








Director 








Bureau of Audits

	PECO ENERGY COMPANY

	Condensed (Note 1)

Statement Of Transmission Service Charge (TSC)

Over/(Under) Collections (Section 1307(e))
For the Ten Months Ended October 31, 2011*

	


	
	
	
	
	
	
	

	
	
	
	
	
	
	Over/(Under)

	Rate Class
	
	TSC Revenues
	
	TSC Costs
	
	Collections

	
	
	(1)
	
	(2)
	
	(3)=(1)-(2)

	
	
	(Note 2)
	
	(Note 3)
	
	(Note 4)

	
	
	
	
	
	
	

	Rate R
	
	  $    47,624,324
	
	 $    50,776,769 
	
	    $    (3,152,446)

	
	
	
	
	
	
	

	Rate RH
	
	         6,800,985
	
	         7,918,676 
	
	          (1,117,690)

	
	
	
	
	
	
	

	Rate OP
	
	           558,440
	
	         2,252,223
	
	          (1,693,783)

	
	
	
	
	
	
	

	Rate GS
	
	       18,051,337
	
	       22,816,766
	
	          (4,765,428)

	
	
	
	
	
	
	

	Rate PD, HT, EP
	
	        7,572,149
	
	         7,479,413
	
	                92,736

	
	
	
	
	
	
	

	Rate SLE, SLS,POL, AL, TLCL
	
	                 (497)
	
	              38,058
	
	               (38,555)

	
	
	
	
	
	
	

	Totals
	
	 $    80,606,738
	
	 $    91,281,905 
	
	    $   (10,675,166)

	
	
	
	
	
	
	


*As reported to the Commission on November 18, 2011 at Docket No. M‑2011‑2274473.
 Arithmetic differences are due to rounding.
Notes to the Financial Statement are an integral part of this report.
PECO ENERGY COMPANY
Notes to the Financial Statement

1 – Condensed Statement
The Statement of Transmission Service Charge (TSC) Over/(Under) Collections presented in this report is condensed from the officially filed statement for the purpose of clarity.  The audit was conducted on PECO Energy Company’s (PECO or Company) officially filed 1307(e) statement submitted to the Commission on November 18, 2011 and is available at Docket No. M‑2011-2274473 via http://www.puc.pa.gov.
2 -
TSC Revenues
TSC Revenues are the amounts actually billed by PECO as a result of applying the approved C-Factor rate to each kilowatt-hour (kWh) of energy or each kilowatt (kW) of demand delivered to all Default Service Customers, less the cost for working capital associated with the purchase of transmission service from Pennsylvania-New Jersey-Maryland Interconnection (PJM), as outlined in the Company’s Electric Service Tariff.  
3 -
TSC Costs 

TSC Costs are the actual applicable charges incurred by the Company to acquire transmission service on behalf of the Company’s default service load under the PJM Open Access Transmission Tariff (OATT) as approved by the Federal Energy Regulatory Commission.  

4 -
Over/(Under) Collections
The Over/(Under) Collections is the difference between the TSC Revenues and the TSC Costs.  The resulting amounts represent the portion of TSC Revenues refundable to or expenses recoverable from consumers through subsequent TSC filings.  

Interest is applied to both over and under collections.  Differences arise for two primary reasons:

· Variations between the actual monthly volumes billed to customers and the estimates used to determine the TSC rates.

· Variations between the actual TSC costs and the estimated expenses used to determine the TSC rates.  

BACKGROUND

AND
OPERATIONAL REVIEW

PECO ENERGY COMPANY

Background

PECO is a company principally engaged in providing transmission and distribution of electric and natural gas services to retail customers in southeastern Pennsylvania.  PECO’s operations as an electric distribution company and natural gas distribution company are subject to regulation by the Pennsylvania Public Utility Commission.  PECO is a wholly owned subsidiary of Exelon Corporation headquartered in Chicago, Illinois.  During 2011, PECO’s total electric distribution revenues from retail residential, commercial and industrial customers were approximately $2,865 million and its total natural gas distribution revenues were $567 million. 


PECO provides electric distribution service in an area of approximately 1,900 square miles with a population of approximately 3.9 million, including 1.5 million in the city of Philadelphia.  PECO provides natural gas distribution service to an area adjacent to the City of Philadelphia.  During 2011, PECO delivered electricity to approximately 1,577,000 residential, commercial and industrial customers and natural gas service to approximately 493,600 customers. 

PECO owns 1,085 miles of high voltage electric transmission lines within its service territory.  In addition, PECO has a 22.00% ownership of 127 miles of 500 kV lines located in Pennsylvania and a 42.55% ownership of 500 kV lines located in Delaware and New Jersey.  PECO’s electric distribution system includes 12,972 circuit miles of overhead lines and 8,851 circuit miles of underground lines.


By Order entered December 21, 2010, the Commission approved a Joint Petition for Partial Settlement (Settlement) at Docket No. R-2010-2161575, establishing new base rates for PECO Energy Company’s (PECO or Company) electric operations effective January 1, 2011.  Among other matters, the approved Settlement allowed PECO to establish a Transmission Service Charge (TSC) Rider.  The TSC Rider permits PECO to recover, from its default service customers, all applicable transmission service related costs incurred under the Pennsylvania-New Jersey-Maryland Interconnection (PJM) Open Access Transmission Tariff (OATT) to provide energy service to those customers.  

The TSC Rider allows PECO to recover the costs associated with:  load serving entity charges under the Regional Transmission Expansion Plan and the PJM OATT; base network service charges; and the cost for working capital associated with the purchase of transmission service from PJM.
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