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COMMONWEALTH OF PENNSYLVANIA
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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 Philadelphia Gas Works’ Statements of Gas Cost Rate Over/Under Collections (Section 1307(f)) for the twelve month periods ended December 31, 2012 and December 31, 2011.

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, and accordingly, no such opinion is expressed.  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.



Opinion

In our opinion, the information set forth in the accompanying condensed Statements of Gas Cost Rate Over/Under Collections for the twelve month periods ended December 31, 2012 and December 31, 2011, of Philadelphia Gas Works, 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]	May 26, 2015
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	PHILADEPHIA GAS WORKS

Condensed (Note 1)

	Statement Of Gas Cost Rate (GCR) 
Over/(Under) Collections (Section 1307(f))

	For The Twelve Months Ended December 31, 2012*

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	GCR
	GCR
	Over/(Under)

	Month
	
	Revenues
	Expenses
	Collections

	   
	
	(1)
(Note 2)
	(2)
(Note 3)
	(3)=(1)-(2)
(Note 4)

	
	
	
	
	

	January 2012
	
	$   46,139,327
	 $   42,405,019
	   $    3,734,308


	February
	
	44,335,839
	34,697,771
	9,638,068


	March
	
	29,583,652
	20,717,284
	8,866,368


	April
	
	16,015,443
	18,257,393
	(2,241,950)

	
	
	
	
	

	May
	
	10,625,869
	8,624,192
	2,001,677

	
	
	
	
	

	June
	
	6,315,747
	8,579,301
	(2,263,554)

	
	
	
	
	

	July
	
	5,135,496
	7,573,605
	(2,438,109)

	
	
	
	
	

	August
	
	4,870,938
	7,421,514
	(2,550,576)


	September
	
	5,501,985
	10,666,210
	(5,164,225)


	October
	
	7,611,067
	11,715,002
	(4,103,935)


	November
	
	19,161,004
	28,177,988
	(9,016,984)


	December
	
	     31,389,767
	      33,414,806
	        (2,025,039)

	
	
	
	
	

	     Totals
	
	$ 226,686,134
	$ 232,250,085
	$  (5,563,951)

	
	
	
	
	



* - As reported to the Commission at Docket No. R-2013-2346376.

Notes to the Financial Statements are an integral part of this report.



	PHILADEPHIA GAS WORKS
	
Condensed (Note 1)

	Statement Of Gas Cost Rate (GCR) Over/(Under) Collections 

	For The Twelve Months Ended December 31, 2011*

	

	
	


GCR
	


GCR
	


 Over/(Under)

	Month
	
	Revenues
	Expenses
	Collections

	
	
	(1)
(Note 2)
	(2)
(Note 3)
	(3)=(1)-(2)
(Note 4)


	January 2011
	
	 $   65,915,156
	 $   59,489,080
	$  6,426,076


	February
	
	56,886,812
	48,824,273
	8,062,539


	March
	
	42,460,902
	33,788,639
	8,672,263


	April
	
	30,248,019
	23,732,911
	6,515,108

	
	
	
	
	

	May
	
	14,452,971
	12,978,485
	1,474,486

	
	
	
	
	

	June
	
	8,483,522
	11,412,316
	(2,928,794)

	
	
	
	
	

	July
	
	7,050,241
	10,663,316
	(3,613,075)

	
	
	
	
	

	August
	
	6,378,763
	11,775,307
	(5,396,544)


	September
	
	7,334,571
	11,704,166
	(4,369,595)


	October
	
	8,743,221
	14,851,015
	(6,107,794)


	November
	
	20,662,121
	22,352,793
	(1,690,672)


	December 
	
	     28,820,204
	      34,583,287
	        (5,763,083)

	
	
	
	
	

	     Totals
	
	$ 297,436,504
	$ 296,155,588
	$  1,280,916  

	
	
	
	
	



* - As reported to the Commission at Docket No. R-2012-2286447.

Arithmetic differences are due to rounding.

Notes to the Financial Statements are an integral part of this report.

PHILADELPHIA GAS WORKS

Notes to the Financial Statements


1 – Condensed Statements

The Statements of Gas Cost Rate (GCR) Over/(Under) Collections presented in this report are condensed from the officially filed statements for the purpose of clarity.  The audit was conducted on Philadelphia Gas Works’ (PGW or Company) officially filed 1307(f) statements submitted to the Pennsylvania Public Utility Commission (PUC) in accordance with Section 1307(f)(3) of the Public Utility Code on February 28, 2013 and February 29, 2012 and are available at Docket Nos. R-2013-2346376 and R-2012-2286447, respectively, via http://www.puc.pa.gov.

2 – GCR Revenues

GCR Revenues are derived by multiplying the sales volumes billed during the month by the C-Factor of the applicable GCR rate.  

3 – GCR Expenses

GCR Expenses represent the cost of purchased gas adjusted for the net change in gas inventory, and the cost of electricity used at the Company’s Liquefied Natural Gas (LNG) plants, less the cost of gas used for interruptible service (Rates BPS, LBS, CG, GTS, and NGV) and utility operations.  GCR Expenses are also reduced for the estimated margin on interruptible sales.

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

· Variations between the actual volumes billed to customers and the estimates 
used to determine the GCR rate.

· Variations between the actual GCR expenses incurred and the projected expenses used to determine the GCR rates.
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PHILADELPHIA GAS WORKS

Background


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

	PGW is owned by the City of Philadelphia (City) and is the largest municipally‑owned gas utility in the nation.  The City has provided for the management and oversight of PGW’s operations through a non-profit corporation, the Philadelphia Facilities Management Corporation (PFMC).  According to PGW’s annual reports filed with the PUC, for the years 2012 and 2011 PGW’s total sales revenues from residential, commercial, industrial, and public authorities were $605,762,387 and $673,794,502 respectively. 

PGW maintains a distribution system of approximately 3,000 miles of gas mains, and provides gas service to approximately half a million residential, commercial and industrial customers in the City.  PGW also owns and operates facilities for the liquefaction, storage, and vaporization of natural gas to supplement the gas supply it takes directly from interstate pipeline and storage companies. PGW has a diverse customer base that includes firm service, interruptible service, and transportation service customers.  PGW’s revenue base is comprised primarily of firm service residential customers.

	Prior to July 1, 2000, PGW was under the jurisdiction of the Philadelphia Gas Commission.  Effective July 1, 2000, pursuant to the passage of the Pennsylvania Natural Gas Choice and Competition Act (Act), PGW came under the regulatory jurisdiction of both the Philadelphia Gas Commission and the PUC.  Under the Act, notwithstanding any other provision of the Public Utility Code to the contrary, the PUC is required to follow the same ratemaking methodology and requirements previously applicable to PGW in determining the Company’s operational revenue requirement and in approving overall rates and charges.  

	PGW is required to submit a filing under Section 1307(f) of the Public Utility Code to recover purchased gas costs.  The Section 1307(f) procedures require that the Company file legislatively-mandated documentation six-months prior to the effective date of a new rate to allow for review and hearings by the PUC and affected stakeholders.  PGW files its GCR tariff supplements quarterly on March 1st, June 1st, September 1st, and December 1s reflecting changes in purchased gas costs.

Presented on the following page is a schedule showing PGW’s Gas Supply and Disposition of Gas for the year ended December 31, 2012.


PHILADELPHIA GAS WORKS

Background (continued)


Supply and Disposition of Gas
For The Twelve Months Ended December 31, 2012 (Unaudited)


	
	MCF
	Percent

	Gas Supply
	
	

	Gas Purchased
		44,344,005
		55.0%

	Gas Received For Transportation
		24,392,567
		30.2

	Gas Withdrawn From Underground Storage
		10,925,331
		  13.5

	Other Receipts (LNG Vaporized)
	         1,003,095
		  1.3

	
	
	

		Total Gas Supply
		80,664,998
		100.0%

	
	
	

	Disposition Of Gas
	
	

	Total Gas Sales
		40,563,569
		50.3%

	Gas Delivered For Transportation
		24,392,567
		30.2

	Gas Delivered To Storage
		11,317,349
		14.0

	Company Use
Storage Losses
		517,743
      219,428
		0.6
    0.3

	Distribution Losses
		1,333,261
	               1.7

	Unaccounted For Gas
		  2,321,081
		    2.9

	
	
	

		Total Gas Disposition
		80,664,998
		100.0%
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