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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 Pennsylvania Public Utility Commission

We have audited Duquesne Light Company’s Statement of Smart Meter Charge (SMC) Over/Under Collections for the Twelve Months Ended June 30, 2012 and for the Twelve Months Ended June 30, 2011.  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 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 statements are free of material misstatement.  Our audit included consideration of internal controls 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 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 Statements of SMC Over/Under Collection were prepared for the purpose of complying with the rules and regulations (Section1307(e)) 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 information set forth in the accompanying condensed Statements of SMC for the twelve months ended June 30, 2012 and for the twelve months ended June 30, 2011 of Duquesne Light Company present fairly, in all material respects, in relation to the audited financial statements from which it was derived.







Dennis P. Hosler, CPA








Director 








Bureau of Audits

	Condensed (Note 1)

Smart Meter Charge (SMC) Statement of (Over)/Under Collections

For The Twelve Months Ended June 30, 2012*


	
	
	SMC
	
	
	
	

	
	
	Rate Revenues Billed
	
	SMC
	
	(Over)/Under

	Month
	 
	Excluding GRT

(Note 2)
	
	Expenses

(Note 3)
	
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	July 2011
	
	$    321,780
	
	$    336,373
	
	$  14,593

	
	
	
	
	
	
	

	August
	
	350,864
	
	274,005
	
	(76,859)

	
	
	
	
	
	
	

	September
	
	336,394
	
	273,074
	
	(63,320)

	
	
	
	
	
	
	

	October
	
	378,988
	
	295,782
	
	(83,206)

	
	
	
	
	
	
	

	November
	
	391,173
	
	53,898
	
	(337,275)

	
	
	
	
	
	
	

	December
	
	393,644
	
	657,565
	
	263,921

	
	
	
	
	
	
	

	January 2012
	
	372,476
	
	113,241
	
	(259,235)

	
	
	
	
	
	
	

	February
	
	385,616
	
	150,692
	
	(234,924)

	
	
	
	
	
	
	

	March
	
	386,314
	
	272,762
	
	(113,553)

	
	
	
	
	
	
	

	April
	
	368,731
	
	426,453
	
	57,723

	
	
	
	
	
	
	

	May
	
	361,824
	
	415,646
	
	53,822

	
	
	
	
	
	
	

	June
	
	     360,135
	
	      353,263
	
	       (6,872)

	
	
	
	
	
	
	

	Total
	
	$ 4,407,939
	
	$ 3,622,755
	
	$ (785,184)


*As reported to the Commission on August 10, 2012 at Docket No. M-2012-2317299.
Arithmetical differences occur due to rounding.
Notes to the Financial Statements are an integral part of this report.
	Condensed (Note 1)

Smart Meter Charge (SMC) Statement of (Over)/Under Collections

For The Twelve Months Ended June 30, 2011*


	
	
	SMC
	
	
	
	

	
	
	Rate Revenues Billed
	
	SMC
	
	(Over)/Under

	Month
	 
	Excluding GRT

(Note 2)
	
	Expenses

(Note 3)
	
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	July 2010
	
	$              0
	
	$     89,808
	
	$   89,808

	
	
	
	
	
	
	

	August
	
	149,171
	
	125,952
	
	(23,219)

	
	
	
	
	
	
	

	September
	
	246,379
	
	354,016
	
	107,637

	
	
	
	
	
	
	

	October
	
	221,659
	
	112,167
	
	(109,492)

	
	
	
	
	
	
	

	November
	
	236,110
	
	109,326
	
	(126,784)

	
	
	
	
	
	
	

	December
	
	222,532
	
	387,818
	
	165,286

	
	
	
	
	
	
	

	January 2011
	
	189,798
	
	126,114
	
	(63,684)

	
	
	
	
	
	
	

	February
	
	168,700
	
	230,141
	
	61,441

	
	
	
	
	
	
	

	March
	
	186,516
	
	194,877
	
	8,362

	
	
	
	
	
	
	

	April
	
	232,960
	
	152,835
	
	(80,126)

	
	
	
	
	
	
	

	May
	
	284,657
	
	383,198
	
	98,541

	
	
	
	
	
	
	

	June
	
	     255,353
	
	      286,759
	
	       31,406

	
	
	
	
	
	
	

	Total
	
	$ 2,393,834
	
	$ 2,553,010
	
	$ 159,176


*As reported to the Commission on August 1, 2011 at Docket No. M-2011-2255248.

Arithmetical differences occur due to rounding.
Notes to the Financial Statements are an integral part of this report.
1 -
Condensed Statements
The Statement of Smart Meter Charge (SMC) Over/Under Collections presented in this report is condensed from the officially filed statement for the purpose of clarity.   The audit was conducted on Duquesne Light Company’s (Duquesne or Company) officially filed 1307(e) statements submitted to the Commission on August 1, 2012 and on August 1, 2011 and is available, respectively, at Docket No. M‑2012‑2317299 and Docket No. M-2011-2255248 via http://www.puc.pa.gov. 
2 -
SMC Rate Revenues Billed Excluding GRT
SMC Rate Revenues Billed Excluding Gross Receipts Tax (GRT) are based on application of the non by-passable SMC and exclude the E-Factor revenue portion and GRT.  Customers are billed the SMC monthly, based on the number of meters installed at the premise.

3 -
SMC Expenses 

SMC Expenses are all eligible costs incurred by the Company to implement smart meter technology and the supporting infrastructure.  Eligible costs, described in 66 Pa.C.S.§2807(f), include capital and expense items relating to all Plan elements, equipment and facilities, as well as all related administrative costs.  Plan costs include, but are not limited to, capital expenditures for any equipment and facilities that may be required to implement the Plan, as well as depreciation, operating and maintenance expenses, a return component based on the Company’s weighted cost of capital and taxes.  Eligible administrative costs include but are not limited to, incremental costs relating to Plan development, cost analysis, measurement and verification and reporting.  Testing, upgrades, maintenance and personnel training are also considered eligible costs.
4 -
Over/Under Collections
The Over/Under Collections are the differences between the SMC Rate Revenues Billed Excluding GRT and SMC Expenses incurred.  Interest on over/under collections is 6% in accordance with the Company’s Smart Meter Technology Procurement and Installation Plan, at Docket No. M-2009-2123948.  The net over/(under) collections and appropriate interest are reported to the Commission on Schedule 1307(e) and are subsequently included in the next SMC computation for the ensuing twelve-month period.  Differences arise for two primary reasons:

· Variations between the actual volumes billed to customers and the estimates used to determine the levelized SMC.

· Variations between the actual costs incurred from the projected costs used to determine the levelized SMC.

OPERATIONAL REVIEW

The background was prepared based on unaudited documentation provided by the Company and is presented for informational purposes only.


Duquesne Light Company (Duquesne) was formed in 1912 by the consolidation and merger of three constituent companies.  On July 5, 2006 Duquesne Holdings, Inc., Duquesne’s parent company, and a consortium led by Macquarie Infrastructure Partners and Diversified Utility and Energy Trusts entered into a definitive agreement and plan of merger.  The merger was consummated on May 31, 2007 and accounted for under the purchase method of accounting.

Duquesne is an electric utility engaged in the supply, transmission and distribution of electric energy.  The Company provides service to approximately 589,000 customers in Allegheny and Beaver counties of western Pennsylvania and had jurisdictional operating revenues of approximately $851 million for the year ended December 31, 2012.

Act 129, effective November 14, 2008, required all Pennsylvania electric distribution companies (EDCs) with more than 100,000 customers to implement deployment of smart meters.  Act 129 set forth the timeline for implementation, the definition of smart meters and the provisions for full and current cost recovery of all costs incurred by EDCs to install and make fully functional a smart meter system defined in and required by Act 129. 


Duquesne filed its Initial Smart Meter Procurement and Implementation Plan on August 14, 2009 in compliance with the Act. On May 11, 2010, the Commission approved Duquesne’s Smart Meter plan with modifications.  The Company was directed to file a tariff which implemented the Smart Meter Technologies Charge Rider consistent with the Commission Opinion and Order, at Docket No. M-2009-2123948.  Duquesne’s Rider No. 20 – Smart Meter Charge became effective August 1, 2010 and is designed to recover all costs associated with implementing smart meter technology.  The charge is non-bypassable and is applied to monthly bills of all customers receiving metered service based on the number of meters at the premise.


On July 29, 2012, Duquesne filed its Petition for Approval of its Final Smart Meter Plan with the Commission, at Docket No. M-2009-2123948.  The matter was referred to the Office of ALJ for further proceedings.  The involved Parties were able to reach a settlement in principle of all issues.  On December 7, 2012, the Joint Petitioners filed the Joint Petition in which the Parties agreed to resolve all issues related to Duquesne’s Final Smart Meter Plan.  The Commission Opinion and Order approving the Joint Petition as modified was adopted April 4, 2013.  The essential terms and conditions of the Settlement are set forth in the Opinion and Order.  In summary, Duquesne proposed to gradually install smart meters between 2014 and 2020.

We wish to express our appreciation to the officers and staff of Duquesne Light Company for the cooperation and assistance given to us during the course of our examination.  The audit was conducted by Barbara A. Sidor, CPA.
