
DUQUESNE LIGHT COMPANY
A REPORT ON THE ENERGY EFFICIENCY AND CONSERVATION AND DEMAND RESPONSE SURCHARGE
FOR THE TWELVE MONTHS ENDED MAY 31, 2012
Prepared By The
Pennsylvania Public Utility Commission


Bureau Of Audits


Report Date: December 9, 2013

Docket No. D-2013-2343083

Table of Contents
	
	Page

	
	

	FINANCIAL REVIEW 
	

	
	

	
Independent Auditor's Report
	1

	
	

	

Statement Of Energy Efficiency And Conservation And


Demand Response Surcharge (EECDR) (Over)/Under Collections For
The Twelve Months Ended May 31, 2012 (Condensed)
	2

	
	

	
Notes To The Financial Statements
	3

	
	

	OPERATIONAL REVIEW
	

	
	

	
Background
	4

	
	

	
Disposition of Prior Years’ Audit Finding
	5

	
	

	ACKNOWLEDGEMENTS
	6

	
	


FINANCIAL REVIEW

	[image: image1.png]Q
w
E|

NNSYLVANIA

PUBLIC UTILTY COMMISSION




	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 Energy Efficiency and Conservation and Demand Response Surcharge (EECDR) Over/Under Collections for the Twelve Months Ended May 31, 2012.  The 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 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 Statement of EECDR 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 EECDR Over/Under Collections for the twelve months ended May 31, 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)

Statement of Energy Efficiency And Conservation and Demand Response Surcharge (EECDR) (Over)/Undercollections
For The Twelve Months Ended May 31, 2012*



	
	
	EECDR
	
	Total
	
	

	
	
	Revenues 
	
	EECDR
	
	(Over)/Under

	Rate Class
	 
	Excluding GRT

(Note 2)
	 
	Costs
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	Residential
	
	$   7,158,124 
	
	$   8,960,583
	
	$  1,802,459

	
	
	
	
	
	
	

	Small & Medium Commercial
	
	2,046,307 
	
	2,253,237 
	
	206,929

	
	
	 
	
	
	
	

	Small & Medium Industrial
	
	806,205 
	
	431,138 
	
	(375,067)

	
	
	
	
	
	
	

	Large Commercial Fixed
	
	1,790,680
	
	4,076,401 
	
	2,285,721

	
	
	
	
	
	
	

	Large Commercial Variable
	
	6,340,312
	
	3,773,739
	
	(2,566,573)

	
	
	
	
	
	
	

	Large Industrial Fixed
	
	1,779,473
	
	2,855,279
	
	 1,075,806

	
	
	
	
	
	
	

	Large Industrial Variable
	
	     1,479,816
	
	      1,461,934
	
	       (17,882)

	
	
	
	
	
	
	

	Total
	
	$ 21,400,917
	
	$ 23,812,311
	
	$ 2,411,394

	
	
	
	
	
	
	


*As reported to the Commission on July 2, 2012 at Docket No. M-2012-2313621.
Arithmetical differences are due to rounding.
Notes to the Financial Statements are an integral part of this report.

1-
Condensed Statement
The Statement of Energy Efficiency and Conservation and Demand Response Surcharge (EECDR) (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 July 2, 2012 and is available at Docket No. M-2012-2313621 via http://www.puc.pa.gov.

2-
EECDR Revenues Excluding GRT
EECDR Revenues Excluding Gross Receipts Tax (GRT) are the revenues derived from application of the EECDR to the applicable billing units and exclude the E-Factor revenue portion and GRT. The applicable billing units include kilowatt-hours (kWh), kilowatt (kW) demand or fixed charge per customer as indicated in the Company’s tariff. 

3 -
Total EECDR Costs 

Total EECDR Costs are all the costs associated with implementing the Company’s Energy Efficiency and Conservation and Demand Response Plan in accordance with Act 129.
4 -
(Over)/Under Collections
The (Over)/Under Collections are the differences between the EECDR surcharge revenues excluding GRT billed and EECDR costs incurred. Interest is not applicable to the EECDR over/under collections.  The net over/(under) collections are reported to the Commission on Schedule 1307(e) and are subsequently included in the next EECDR 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 EECDR.

· Variations between the actual costs incurred from the projected costs used to determine the levelized EECDR.
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 October 15, 2008, Act 129 became law and required the Pennsylvania Public Utility Commission (Commission) to develop an Energy Efficiency and Conservation Program applicable to electric distribution companies with at least 100,000 customers.  It permitted companies to implement a surcharge mechanism to recover the costs associated with implementing an Energy Efficiency and Conservation and Demand Response (EECDR) Plan.  On October 22, 2009, Duquesne’s EECDR Plan, at Docket No. M‑2009‑2093217, was approved by the Commission.  Effective December 1, 2009, Duquesne implemented its Rider No. 15 – Energy Efficiency and Conservation and Demand Response (EECDR) Surcharge as a cost recovery mechanism. The EECDR is a non-bypassable surcharge applied to all customer bills.  It is reconciled annually and shall remain in effect through 2014 or until otherwise directed by the Commission.  


At Public Meeting on March 14, 2013, the Commission approved Duquesne’s revised Phase II Energy Efficiency and Conservation (EEC) Plan. The Commission’s order rejected the Company’s proposed tariff and instead ordered the Company to submit a revised tariff, after consultation with the Commission’s Bureau of Audits.  On June 1, 2013, Rider No. 15A – Phase II Energy Efficiency and Conservation Surcharge became effective.  It was instituted as a cost recovery mechanism to recover the costs associated with implementing Phase II of the Company’s EEC Plan. It is reconciled annually and shall remain in effect from June 1, 2013 through May 31, 2016.


Our previous audit of Duquesne Light Company’s Energy Efficiency and Conservation and Demand Response Surcharge (EECDR) for the twelve months ended May 31, 2011 and the six months ended May 31, 2010 disclosed the following finding:
Finding
–
Duquesne Light Company Improperly Recovered $140,000 In


Inter-department Transfers Though The EECDR.
Recommendation:


We recommended that Duquesne Light Company make an adjustment to refund $140,000 through the E-Factor of its next EECDR filing.
Disposition:

Duquesne Light Company made an adjustment of $140,000 to the E-Factor of its EECDR filing effective September 1, 2012.


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. 

