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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 Transmission Service Charge (TSC) Statement of Over/Under Collections for the Twelve Months Ended February 29, 2012.  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 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 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 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 TSC Over/Under Collections for the twelve months ended February 29, 2012 of Duquesne Light Company presents 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)

Transmission Service Charge (TSC) Statement of (Over)/Under Collections

For The Twelve Months Ended February 29, 2012*


	
	
	TSC
	
	
	
	

	
	
	Rate Revenues Billed
	
	Transmission Service
	
	(Over)/Under

	Month
	 
	Excluding GRT

(Note 2)
	 
	Expenses

(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	March 2011
	
	$  3,897,377
	
	$   4,695,326
	
	$   797,948

	
	
	
	
	
	
	

	April
	
	3,329,433
	
	4,322,931
	
	993,498

	
	
	
	
	
	
	

	May
	
	3,594,123
	
	5,067,679
	
	1,473,556

	
	
	
	
	
	
	

	June
	
	5,254,553
	
	5,675,146
	
	420,594

	
	
	
	
	
	
	

	July
	
	6,975,363
	
	7,155,178
	
	179,815

	
	
	
	
	
	
	

	August
	
	5,569,316
	
	4,548,284
	
	(1,021,032)

	
	
	
	
	
	
	

	September
	
	4,444,551
	
	4,548,170
	
	103,620

	
	
	
	
	
	
	

	October
	
	3,696,895
	
	4,064,325
	
	367,430

	
	
	
	
	
	
	

	November
	
	3,867,086
	
	4,023,525
	
	156,439

	
	
	
	
	
	
	

	December
	
	4,608,907
	
	4,287,467
	
	(321,440)

	
	
	
	
	
	
	

	January 2012
	
	4,097,594
	
	4,612,710
	
	515,116

	
	
	
	
	
	
	

	February
	
	     3,863,262
	
	     4,134,251
	
	      270,989

	
	
	
	
	
	
	

	Totals
	
	$ 53,198,459
	
	$ 57,134,991
	
	$ 3,936,532


*As reported to the Commission on March 30, 2012 at Docket No. M-2012-2297643.
Arithmetical differences occur due to rounding.
Notes to the Financial Statements are an integral part of this report.

1 -
Condensed Statements
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 Duquesne Light Company’s (Duquesne or Company) officially filed 1307(e) statement submitted to the Commission on March 30, 2012 and is available at Docket No. M-2012-2292141 via http://www.puc.pa.gov. 

2 -
TSC Rate Revenues Billed Excluding GRT
TSC Rate Revenues Billed Excluding Gross Receipts Tax (GRT) are based on application of the TSC, excluding the E-Factor and GRT, to all Transmission billing units either kilowatt-hours (kWh) or kilowatt (kW) demand as indicated in Appendix A of the Company’s tariff. 

3 -
Transmission Service Expenses 

Transmission Service Expenses are the total charges billed by PJM under its Open Access Transmission Tariff as approved or accepted by FERC and allocated to the specific rate class based upon its Default Service share of the Duquesne Zone 1CP for the prior year.
4 -
Over/(Under) Collections
The Over/(Under) Collections are the differences between the TSC rate revenues billed excluding GRT and the transmission service expenses incurred.  Interest is computed monthly at the statutory rate of 6% from the month the over or under collection occurs to the effective month that the over collection is refunded or the under collection is recouped.  The net over/(under) collections and appropriate interest are reported to the Commission on Schedule 1307(e) and are subsequently included in the next TSC 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 TSC.

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

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.

On December 3, 1996 the Electricity Generation Customer Choice and Competition Act (Act) was signed into law.  Pursuant to the Act, all electric utilities were required to file restructuring plans with the Pennsylvania Public Utility Commission (PUC) which included unbundled prices for electric generation, transmission and distribution.  Duquesne provides supply to its customers who opt for provider of last resort (POLR) service.  Duquesne is also a transmission owner and load serving entity of the PJM Interconnection, L.L.C. (PJM) under the PJM Open Access Transmission Tariff (OATT), approved by the Federal Energy Regulatory Commission (FERC).


In its Opinion and Order entered on November 30, 2006, at Docket No. 

R-00061346, the PUC approved Duquesne’s request to implement a Transmission Service Charge (TSC) tariff rider effective January 1, 2007.  The TSC Rider permits Duquesne to provide and charge for transmission service, consistent with the PJM OATT, for customers who receive POLR service from the Company.  The TSC is to be applied to all rate classes.  Duquesne’s non-POLR customers purchase supply and transmission services from a third-party.


The TSC rider is included in the Company’s tariff as Appendix A. The TSC is updated effective June 1st of each calendar year.  The TSC rider requires that the revenue requirement and over or under collection be allocated to each rate class based on the class contribution for the Company’s coincident peak load (1CP) and Default Service share of the 1CP load from the previous calendar year.  Prior to June 1, 2013, the TSC also included costs for ancillary services and PJM administrative expenses.  Effective June 1, 2013, the costs of ancillary services and PJM administrative expenses are included in the Default Service Supply rates as provided for at Docket No. P‑2012‑2301664.

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.
