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Summary

Duquesne determines needs based budget and enrollment targets for CAP as part of the 2013-2016 Universal Service Plan based on the below methodology.  

· Past enrollments and participation levels are used to determine the average yearly increase or decrease in enrollments.  Those averages are used to determine future enrollments per year.  
· 2010 CENSUS data estimated the number of low income households Duquesne Light serves in both Allegheny and Beaver County to be 132,781.  
· As noted in the spreadsheet “CAP Needs Assessment.xls”, the average usage was obtained by averaging the yearly increases (2,429, 2,044, 3,233, 2,346, 2,836 and 1,912) for an estimated total of 2,467.  This total was rounded to an estimate of 2,500 enrollments per year.  
· The estimates used for the 2014-2016 Plan were projected in 2012.  Although past annual enrollments still forecasted an increase, actual enrollments were decreasing in 2012.  As such, Duquesne launched a number of outreach efforts to increase CAP enrollments during this time and considered 2012 as an anomaly.  Duquesne then re-forecasted 2013 to match earlier 2012 monthly projections.
· Using the anticipated 2,500 enrollment estimate, future CAP enrollments were projected to be 41,650 in 2014, 44,150 in 2015, and 46,650 in 2016 in the USECP.  
· Average write offs for both deficiency and frozen arrearage were based on historical costs.  Those costs were estimated on a per customer basis and were used with forecasted enrollment to obtain a future write off cost.  
· A six year average and a 3 year average were forecasted.  The 3 year average was used.  
· This average was used on the tab “estimated budget” in the CAP Needs Assessment.xls document to forecast monthly write off totals in column F.  
· As part of the total write off figure estimated per year in column F, Duquesne forecasts the frozen arrearage to be 15% and the deficiency to be 85% based on previous expense percentages.  
· This total is then calculated into a monthly amount based on the previous 5 year distribution percentages of both frozen arrearage and deficiency.  
· In Duquesne’s 2014-2016 USECP, the monthly frozen arrearage write off was modified to a 24 month period from a 36 month period.  Since write offs that would have occurred in the third 12 month period would now be written off in an accelerated manner, a forecast was done on the “estimated adjusted froz arr” tab to  calculate what anticipated additional frozen arrearage write off amounts would be recognized in the first two 12 month periods or first 24 months.  
· The third year budgeted amount of frozen arrearage ($3,113,811.41) was divided into two parts (49% in 2014 and 51% in 2015). These amounts were added to the original forecasted budgeted amount (In 2014 this would have been $2,772,159.82 + $1,510,369.77 for a total of $4,282,529.58).  This new total was used as the final adjusted frozen arrearage amount on the “estimated budget” tab in column I.
· To calculate the 2016 frozen arrearage budget.   The difference between the two years ($263,897.67) was calculated as the added increase due to additional enrollment and was added to the previous year’s estimated budgeted amount.  
· The administrative forecast was based on historical costs.  An amount of $1,200,000 was used per year for the 2014-2016 budget and plan.
· The full CAP universal service budget on the “estimated budget” tab highlighted in yellow includes costs for Frozen Arrearage, Deficiency and Administration.  Those budgets were included in the plan as $21,191,435 in 2014, $22,423,345.72 in 2015 and $23,705,256.24 in 2016.  
