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FINANCIAL REVIEW
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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 PPL Electric Utilities Corporation’s Statement of Universal Service Rider (USR) Over/Under Collections (Section 1307(e)) for the twelve month periods ended November 30, 2012 and November 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 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 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 Universal Service Rider (USR) Over/Under Collections were prepared for the purpose of complying with the rules and regulations (Section 1307(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 Universal Service Rider (USR) Over/Under Collections for the twelve month periods ended November 30, 2012 and November 30, 2011 of PPL Electric Utilities Corporation present fairly, in all material respects, in relation to the audited financial statements from which they were derived.




							Dennis P. Hosler, CPA
							Director 



							Bureau of Audits

	PPL ELECTRIC UTILITIES CORPORATION


	Condensed (Note 1)

	Statement Of Universal Service Rider (USR) 
Over/(Under) Collections (Section 1307(e))

	For The Twelve Months Ended November 30, 2012*



	Month
	
	Distribution 
Revenues 
Available for USR
	
	OnTrack/WRAP Expenses
	
	
Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	December 2011
	
	 $    5,169,373
	
	 $   5,221,759
	
	 $       (52,386)

	
	
	
	
	
	
	

	January 2012
	
	       6,905,496
	
	      5,320,196
	
	     1,585,300

	
	
	
	
	
	
	

	February
	
	       6,663,504
	
	      6,347,693
	
	        315,811

	
	
	
	
	
	
	

	March
	
	       5,876,917
	
	      4,863,270
	
	       1,013,647

	
	
	
	
	
	
	

	April
	
	       4,471,319
	
	      4,113,228
	
	          358,091

	
	
	
	
	
	
	

	May
	
	       4,114,149
	
	      3,337,053
	
	          777,096

	
	
	
	
	
	
	

	June
	
	       4,458,272
	
	      3,426,914
	
	       1,031,358

	
	
	
	
	
	
	

	July
	
	       5,640,750
	
	      4,502,275
	
	       1,138,475

	
	
	
	
	
	
	

	August
	
	       5,762,134
	
	      4,453,890
	
	       1,308,244

	
	
	
	
	
	
	

	September
	
	       5,057,105
	
	      3,733,217
	
	       1,323,888

	
	
	
	
	
	
	

	October
	
	       4,172,001
	
	      3,384,151
	
	          787,850

	
	
	
	
	
	
	

	November
	
	       4,779,047
	
	      4,224,110
	
	          554,937

	
	
	
	
	
	
	

	Totals
	
	 $  63,070,067
	
	$  52,927,756
	
	  $  10,142,311

	
	
	
	
	
	
	



    *As reported to the Commission at Docket No. M-2012-2337086.
 
     Notes to the Financial Statements are an integral part of this report.

	PPL ELECTRIC UTILITIES CORPORATION


	Condensed (Note 1)

	Statement Of Universal Service Rider (USR) 
Over/(Under) Collections (Section 1307(e))

	For The Twelve Months Ended November 30, 2011*



	Month
	
	Distribution 
Revenues 
Available for USR
	
	OnTrack/WRAP Expenses
	
	USR
Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	December 2010**
	
	 $      (330,919)
	
	 $   1,546,997
	
	  $  (1,877,916)

	
	
	
	
	
	
	

	January 2011
	
	      4,966,043
	
	      6,983,949
	
	      (2,017,906)

	
	
	
	
	
	
	

	February
	
	      6,424,455
	
	      6,606,896
	
	        (182,441)

	
	
	
	
	
	
	

	March
	
	      5,546,100
	
	      5,911,411
	
	        (365,311)

	
	
	
	
	
	
	

	April
	
	      4,585,815
	
	      5,049,091
	
	         (463,276)

	
	
	
	
	
	
	

	May
	
	      3,993,519
	
	      3,367,784
	
	         625,735

	
	
	
	
	
	
	

	June
	
	      4,056,429
	
	      3,715,883
	
	         340,546

	
	
	
	
	
	
	

	July
	
	      4,688,884
	
	      4,143,499
	
	         545,385

	
	
	
	
	
	
	

	August
	
	      5,106,302
	
	      5,047,183
	
	         59,119

	
	
	
	
	
	
	

	September
	
	      4,161,063
	
	      4,258,857
	
	         (97,794)

	
	
	
	
	
	
	

	October
	
	      3,752,015
	
	      3,536,612
	
	        215,403

	
	
	
	
	
	
	

	November
	
	      3,930,428
	
	      4,254,598
	
	        (324,170)

	
	
	
	
	
	
	

	Totals
	
	$  50,880,134
	
	$  54,422,760     
	
	  $  (3,542,626)

	
	
	
	
	
	
	



 * As reported to the Commission at Docket No. M-2011-2276341.

** December data is a true up of the estimated December data reported in the reconciliation statement reported to the Commission at Docket No. M-2010-2213701.  

    Notes to the Financial Statements are an integral part of this report.
PPL Electric Utilities Corporation

Notes to the Financial Statements

1 -	Condensed Statement

The Statements of Universal Service Rider Over/(Under) Collections presented in this report are condensed from the officially filed statements for the purpose of clarity.  The audit was conducted on PPL Electric Utilities Corporation’s (PPL or Company) officially filed 1307(e) statements submitted to the Pennsylvania Public Utility Commission (PUC or Commission) on December 11, 2012 and December 11, 2011 and are available at Docket Nos. M‑2012-2337086 and M-2011-2276341, respectively, via http://www.puc.pa.gov.

2 -	Distribution Revenues Available for USR

The Distribution Revenues Available for Universal Service Rider (USR) are the amounts billed by PPL, excluding gross receipts tax, as a result of applying the approved tariff rate to each kilowatt-hour (kWh) of energy supplied to residential customers who take distribution service.  

3 - OnTrack/WRAP Expenses

The OnTrack/WRAP Expenses are the applicable charges incurred by the Company for the recovery of the costs associated with the universal service programs provided by the Company to residential customers.  These programs include OnTrack and the Winter Relief Assistance Program (WRAP).  

4 - Over/(Under) Collections

The Over/(Under) Collections are the difference between the USR Revenues and the USR Expenses.  The resulting amounts represent the portion of USR Revenues refundable to or expenses recoverable from customers through subsequent USR 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 USR rates.




· Variations between the actual USR expenses and the estimates used to determine the USR rates.
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BACKGROUND


AND




OPERATIONAL REVIEW

PPL ELECTRIC UTILITIES CORPORATION

Background

PPL Electric Utilities Corporation (PPL or Company) furnishes electric distribution, transmission, and default supply services to approximately 1.4 million customers throughout 29 counties in eastern and central Pennsylvania.  According to PPL’s filed PUC annual reports, during 2012 and 2011, PPL’s total electric distribution revenues from residential, commercial and industrial customers were approximately $1,563 million and $1,798 million, respectively.

By Order entered on October 19, 2007, at R-00072155, the Commission approved PPL’s request to establish a Universal Service Rider (USR) Rate to become effective for service rendered on and after January 1, 2008.  The USR permits the Company to recover the costs, excluding internal administrative costs, associated with the universal service programs provided by the Company to residential customers.  These programs include OnTrack and the Winter Relief Assistance Program (WRAP).  

	PPL implemented WRAP in 1984 to help reduce electric bills and improve home comfort for low income customers.  The objectives of WRAP are to reduce energy usage and the resulting bill amounts of low income customers and to increase their ability to pay their electric bills.  Contractors install various weatherization measures, such as insulation and efficient appliances, and provide energy education services. 

	In July 1992, the Commission adopted a Policy Statement that established guidelines for customer assistance programs (CAP).  The Commission encouraged all electric and gas utilities to implement CAP pilots.  After receiving approval from the Commission for its pilot proposal, PPL Electric implemented OnTrack in December 1993.  OnTrack is PPL Electric Utilities Corporation’s Customer Assistance Program (CAP).  It is available to low-income households at or below 150 percent of the federal poverty level.  The primary features of OnTrack are a reduced payment arrangement and arrearage forgiveness over a specified period of time. 
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