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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


Report on the Financial Statements

	We have audited PECO Energy Company’s Statements of Consumer Education Costs (CEC) Over/Under Collections (Section 1307(e)) for the twelve month periods ended December 31, 2012, December 31, 2011, and December 31, 2010 and the six months ended December 31, 2009.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these statements in accordance with accounting principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these statements based on our audit.  We conducted our audit in accordance with auditing standards generally accepted in the United States of America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about whether these statements are free from material misstatement.  An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in these statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of these statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of these statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of these statements.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the information set forth in the accompanying condensed Statements of Consumer Education Costs Over/Under Collections (Section 1307(e)) for the twelve month periods ended December 31, 2012, December 31, 2011, and December 31, 2010 and the six months ended December 31, 2009 of PECO Energy Company present fairly, in all material respects, in relation to the audited financial statements from which they were derived.

Report on Other Legal and Regulatory Requirements

	The accompanying statements were prepared for the purpose of complying with the rules and regulations of the Pennsylvania Public Utility Commission and are not intended to be a complete presentation of the Company’s revenues and expenses.



	

	Dennis P. Hosler, CPA
	Director
	Bureau of Audits
	Harrisburg, PA
[bookmark: _GoBack]	April 28, 2015



	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Statement Of Consumer Education Costs (CEC) 
Over/(Under) Collections (Section 1307(e))
For The Twelve Months Ended December 31, 2012*





	



Rate Class
	
	

                                                    CEC
 Revenues
	
	


CEC 
Expenses
	
	


Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	Residential
	
	$     1,072,823
	
	      $       619,495
	
	$       453,328

	
	
	
	
	
	
	

	Small and Medium Commercial
	
	
106,309
	
	
                 65,030
	
	
41,279

	
	
	
	
	
	
	

	Large Commercial
	
	                   213
	
	                         0
	
	                213

	
	
	
	
	
	
	

	     Totals
	
	$     1,179,345
	
	$       684,525
	
	 $       494,820  






* - As reported to the Commission at Docket No. M-2013-2345861.  
 
 Notes to the Financial Statements are an integral part of this report.


	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Statement Of Consumer Education Costs (CEC) 
Over/(Under) Collections (Section 1307(e))
For The Twelve Months Ended December 31, 2011*





	



Rate Class
	
	

                                                    CEC
 Revenues
	
	


CEC 
Expenses
	
	


Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	Residential
	
	$     1,519,431
	
	    $     1,482,738
	
	$        36,693

	
	
	
	
	
	
	

	Small and Medium Commercial
	
	
148,472
	
	
             149,446
	
	
      (974)

	
	
	
	
	
	
	

	Large Commercial
	
	                 1,046
	
	                 1,624
	
	                (578)

	
	
	
	
	
	
	

	     Totals
	
	$     1,668,949 
	
	$     1,633,808
	
	   $        35,141






* - As reported to the Commission at Docket No. M-2012-2297872.  
 
 Notes to the Financial Statements are an integral part of this report.


	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Statement Of Consumer Education Costs (CEC) 
Over/(Under) Collections (Section 1307(e))
For The Twelve Months Ended December 31, 2010*





	



Rate Class
	
	

                                                    CEC
 Revenues
	
	


CEC 
Expenses
	
	


Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	Residential
	
	$     2,287,226
	
	     $     2,484,793
	
	$    (197,567)

	
	
	
	
	
	
	

	Small and Medium Commercial
	
	
245,327
	
	
               278,739
	
	
        (33,413)

	
	
	
	
	
	
	

	Large Commercial
	
	                2,227
	
	                   2,114
	
	               113  

	
	
	
	
	
	
	

	     Totals
	
	$     2,534,780
	
	$     2,765,646
	
	$     (230,867)






* - As reported to the Commission at Docket No. M-2012-2297872.  
 
 Notes to the Financial Statements are an integral part of this report.


	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Statement Of Consumer Education Costs (CEC) 
Over/(Under) Collections (Section 1307(e))
For The Six Months Ended December 31, 2009*





	



Rate Class
	
	

                                                    CEC
 Revenues
	
	


CEC 
Expenses
	
	


Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	Residential
	
	$     1,093,679
	
	     $     1,018,699
	
	$       74,980

	
	
	
	
	
	
	

	Small and Medium Commercial
	
	
112,285
	
	
              111,239
	
	
1,046

	
	
	
	
	
	
	

	Large Commercial
	
	                 1,703
	
	                    666
	
	            1,037

	
	
	
	
	
	
	

	     Totals
	
	$     1,207,667
	
	$     1,130,604
	
	    $       77,063






* - As reported to the Commission at Docket No. M-2012-2297872.  
 
 Notes to the Financial Statements are an integral part of this report.


PECO ENERGY COMPANY

Notes to the Financial Statements


1 – Condensed Statements

The Statements of Consumer Education Costs (CEC) Over/(Under) Collections presented in this report are condensed from the officially filed statements for the purpose of clarity.  The audit was conducted on PECO Energy Company’s (PECO or Company) officially filed 1307(e) statements submitted to the Pennsylvania Public Utility Commission (PUC or Commission) in accordance with Section 1307(e)(1) of the Public Utility Code on January 31, 2013 at Docket No. M‑2013‑2345861 and April 20, 2012 and March 30, 2012 at Docket No. M‑2012‑2297872, via http://www.puc.pa.gov.

2 –	 CEC Revenues

CEC Revenues are derived from a monthly per customer charge calculated to the nearest one cent, which is added to the fixed distribution rates for billing purposes to  all customers (i.e., default and shopping customers).

3 –	CEC Expenses 

CEC Expenses are the costs of providing communications and other educational material to help PECO’s customers understand their electric generation rates, options for purchasing electricity generation, as well as practical steps to mitigate electric generation price increases.  PECO only receives recovery of new costs relating to the education plan; existing programs, whose costs were already being recovered through other adjustment clauses, were not included for additional recovery under the CEC.
 
4 – Over/(Under) Collections

The Over/(Under) Collections are the differences between the CEC Revenues and the CEC Expenses.  The resulting amounts represent the portion of CEC Revenues refundable to or CEC Expenses recoverable from customers through subsequent CEC filings.  Interest is applied to both over and under collections.  Differences arise for two primary reasons:

· Variations between the actual monthly charge billed to customers and the estimates used to determine the CEC rates.

· Variations between the actual CEC Expenses and the estimates used to determine the CEC rates.  
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BACKGROUND 

AND

OPERATIONAL REVIEW




PECO ENERGY COMPANY

Background


This background section was developed substantially from unaudited data and documentation made available by PECO and is presented solely for informational purposes.

PECO is a company principally engaged in providing transmission and distribution of electric and natural gas services to retail customers in southeastern Pennsylvania.  PECO’s operations as an electric distribution company and natural gas distribution company are subject to regulation by Commission.  PECO is a wholly owned subsidiary of Exelon Corporation headquartered in Chicago, Illinois.  According to PECO’s annual reports filed with the PUC, for the years 2012, 2011, 2010, and 2009 PECO’s total electric distribution revenues, including default service sales, from customers were $2,414,368,625, $2,861,218,803, $4,583,496,393, and $4,295,610,497, respectively.

	PECO provides electric distribution service in an area of approximately 1,900 square miles with a population of approximately 3.9 million, including 1.5 million in the city of Philadelphia.  PECO provides natural gas distribution service to an area adjacent to the City of Philadelphia.  During 2012, PECO delivered electricity to approximately 1,579,000 residential, commercial and industrial customers and natural gas service to approximately 493,600 customers. 

	PECO owns 1,085 miles of high voltage electric transmission lines within its service territory.  In addition, PECO has a 22.00% ownership of 127 miles of 500 kV lines located in Pennsylvania and a 42.55% ownership of 500 kV lines located in Delaware and New Jersey.  PECO’s electric distribution system includes 12,972 circuit miles of overhead lines and 8,851 circuit miles of underground lines.
	
On May 10, 2007, the Commission approved a Final Order (Order), at Docket No. M-00061957, regarding policies to mitigate potential electricity price increases that followed the expiration of generation rate caps.  In the Order, the Commission directed all electric distribution companies (EDCs) to prepare and file a Consumer Education Plan (CEP) by December 31, 2007, for Commission review and approval.  The CEPs would be in effect for at least five years, at which point the transition to market prices for all territories was anticipated to be complete.  At the end of the five year period, the CEPs could be reevaluated and revised accordingly, based on market conditions and retail customer’s level of knowledge and response to these programs.  The Commission further directed that the CEPs include a proposed budget and a specific cost recovery mechanism.  The Commission entered a Final Order on August 8, 2008, at Docket No. M-2008-2032274, approving PECO’s CEP.




PECO ENERGY COMPANY
Background (continued)


	Inter alia, the Final Order of August 8, 2008, at Docket No. M-2008-2032274, directed PECO to file a Consumer Education Charge (CEC) Tariff Rider and an initial CEC rate within 30 days of the Final Order; that PECO may only apply for recovery of new costs relating to the education plan; that existing programs, whose costs are already being recovered, may not be included for additional recovery under the CEC; and that PECO send draft copies of its plan related education materials to the Office of Communications.
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