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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 PECO Energy Company’s Alternative Energy Portfolio Standards (AEPS) Over/Under Collections (Section 1307(e)) for the thirteen months ended January 31, 2012 and the accompanying Rate Cap Costs (RCC) Amortization Statement for the twelve months ended December 31, 2011.  These statements are the responsibility of the Company's management.  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 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 Statement of Alternative Energy Portfolio Standards (AEPS) Over/Under Collections and the Rate Cap Costs (RCC) Amortization Statement were 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 statements of Alternative Energy Portfolio Standards (AEPS) Over/Under Collections for the thirteen months ended January 31, 2012 and the Rate Cap Costs (RCC) Amortization Statement for the twelve months ended December 31, 2011, of PECO Energy Company, present fairly, in all material respects, in relation to the audited financial statements from which it has been derived.

							
													
							Dennis P. Hosler, CPA
							Director 
						           Bureau of Audits

	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Statement Of Alternative Energy Portfolio Standards (AEPS) 
Over/(Under) Collections (Section 1307(e))
For The Thirteen Months Ended January 31, 2012*





	


Procurement Class
	
	



AEPS Costs
	
	


AEPS Revenues
	
	


Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	Class 1
	
	$  2,259,172
	
	$              0
	
	$  (2,259,172)

	
	
	
	
	
	
	

	Class 2
	
	720,475
	
	0
	
	(720,475)

	
	
	
	
	
	
	

	Class 3
	
	601,908
	
	0
	
	(601,908)

	
	
	
	
	
	
	

	Class 4
	
	       471,542
	
	       45,349
	
	       (426,193)

	
	
	
	
	
	
	

	Totals
	
	$  4,053,097
	
	$     45,349
	
	$  (4,007,748)

















*As reported to the Commission on April 2, 2012 at Docket No. M-2012-2297870.  
 
 Notes to the Financial Statements are an integral part of this report.


	
PECO ENERGY COMPANY

	
Condensed (Note 1)
Amortization Statement Of Rate Cap Costs (RCC)
For The Twelve Months Ended December 31, 2011 (Note 5)*




	Procurement Class
	
	RCC Balance @ 1/1/11
	
	Interest
Recouped
	
	RCC Revenue
	
	RCC Balance @ 12/31/11

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

	
	
	(Note 6)
	
	(Note 7)
	
	(Note 8)
	
	(Note 9)

	
	
	
	
	
	
	
	
	

	Class 1
	
	$  13,207,588
	
	$  446,349
	
	$  13,439,944
	
	   $      213,993

	
	
	
	
	
	
	
	
	

	Class 2
	
	3,818,286
	
	131,848
	
	3,699,968
	
	            250,166

	
	
	
	
	
	
	
	
	

	Class 3
	
	3,485,761
	
	139,613
	
	2,569,672
	
	         1,055,702

	
	
	
	
	
	
	
	
	

	Class 4
	
	     3,154,750
	
	    139,928
	
	      1,537,187
	
	         1,757,491

	
	
	
	
	
	
	
	
	

	Totals
	
	$  23,666,385
	
	$  857,738
	
	$  21,246,771
	
	$   3,277,352






















*As reported to the Commission on April 2, 2012 at Docket No. M-2012-2297870.  
 
 Notes to the Financial Statements are an integral part of this report.
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PECO ENERGY COMPANY

Notes to the Financial Statements


1 – Condensed Statement

The Statement of Alternative Energy Portfolio Standards (AEPS) Over/(Under) Collections and the Amortization Statement of Rate Cap Costs (RCC) 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) statement and amortization schedule submitted to the Commission on April 2, 2012 and is available at Docket No. M‑2012-2297870 via http://www.puc.pa.gov.

2 –	AEPS Costs 

AEPS Costs are the costs of complying with the Alternative Energy Portfolio Standards Act (AEPS Act).  These costs include the amount paid for Alternative Energy and/or Alternative Energy Credits (AECs) purchased or banked for the purpose of being used by PECO during a compliance period, administrative costs for the procurement process, payments to the Commission’s AEPS program administrator, payments to a third party for operation of the AEC registry, charges levied by Pennsylvania-New Jersey-Maryland Interconnection (PJM) to ensure that alternative energy sources are reliable, a credit for the sale of any AECs sold during the calculation period, the cost of AEPS compliance payments deemed recoverable by the Commission and any other direct or indirect cost of acquiring Alternative Energy and/or AECs and complying with the AEPS Act.

3 –	AEPS Revenues 

AEPS Revenues are the amounts actually billed by PECO as a result of applying the approved C-Factor rate to each kilowatt-hour (kWh) of energy delivered to all Default Service Customers.  The approved C-Factor rate for the 5‑months ended May 31, 2011 was $0.0000 per kWh for Classes 1, 2, 3 and 4.  The approved C‑Factor rate for the 8-months ended January 31, 2012 was $0.0000 per kWh for Classes 1, 2, and 3 and $0.0001 per kWh for Class 4.

4 – Over/(Under) Collections

The Over/(Under) Collections is the difference between the AEPS Revenues and the AEPS Costs.  The resulting amounts represent the portion of AEPS Revenues refundable to or expenses recoverable from consumers through subsequent AEPS filings.  

Interest is applied to both over and under collections.  Differences arise for two primary reasons:

PECO ENERGY COMPANY

Notes to the Financial Statements (continued)


· Variations between the actual monthly volumes billed to customers and the estimates used to determine the AEPS rates.

· Variations between the actual AEPS costs and the estimated expenses used to determine the AEPS rates.  

5 – Amortization Statement of Rate Cap Costs

Rate Cap Costs (RCC) are the costs that PECO incurred procuring AECs during the period that the Company was under a generation rate cap, which ended December 31, 2010.  These costs were deferred in accordance with the AEPS Act.  In accordance with the PECO’s approved tariff, the RCC, plus a 6% interest rate on the unamortized balance, is recoverable from customers during the 12-month period January 1, 2011 through December 31, 2011.  Any outstanding RCC balance at December 31, 2011 will be included in the AEPS rates effective June 1, 2012.

6 – RCC Balance @ 1/1/11

The RCC balance at January 1, 2011 is the accumulated costs that PECO incurred procuring AECs during the period that the Company was under a generation rate cap, which ended December 31, 2010.  

7 – Interest Recouped

Interest recouped is the calculated interest on the deferred RCC balance by procurement class which will be recovered from customers over a 12-month period ending December 31, 2011.

8 – RCC Revenue

RCC revenue is the revenue billed to customers in each procurement class by applying the RCC surcharge to each billed kWh in order to recover the deferred RCC balance and interest.  The RCC surcharge was designed to collect the RCC balance and interest over a 12-month period ending on December 31, 2011.

9 – RCC Balance @ 12/31/11

The RCC balance at December 31, 2011 is the balance at the end of the 12-month amortization period.  
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OPERATIONAL REVIEW









PECO ENERGY COMPANY

Background


	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 the Pennsylvania Public Utility Commission.  PECO is a wholly owned subsidiary of Exelon Corporation headquartered in Chicago, Illinois.  During 2011, PECO’s total electric distribution revenues from retail residential, commercial and industrial customers were approximately $2,865 million and its total natural gas distribution revenues were $567 million. 

	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 2011, PECO delivered electricity to approximately 1,577,000 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 December 26, 2007, the Commission entered a Final Order at Docket No. P‑00072260 (Final Order) approving a Tentative Order for a Petition filed by PECO.  The Petition requested approval of the process for banking AECs and for recovery of costs incurred for AEC acquisition under a proposed Section 1307 surcharge mechanism and related tariff provisions.  Specifically, PECO was seeking approval for a voluntary initial procurement of up to 450,000 non‑solar Tier I AECs annually for the interim five year period during its remaining generation rate cap period to satisfy a portion of PECO’s future requirements under the AEPS Act.

The Final Order allowed PECO to treat the RCCs incurred for the AECs purchased prior to January 1, 2011, as a deferred regulatory asset which will be entirely recovered (with a return on the unamortized balance) through a Section 1307 AEPS surcharge over a 12-month period beginning January 1, 2011.  The 12-month AEPS surcharge will include the deferred costs of banked AECs as well as projected costs of AECs to be purchased in that first compliance year.  The AEPS surcharge will also allow PECO to recover, subject to reconciliation and adjustment for over/under collection, the costs of AECs procured during the remaining term of the Alternative Energy Credits Purchase and Sales Agreements and other ongoing AEPS compliance costs; including payments to the Commission’s AEPS program administrator, payments to PJM GATS for operating the AEC registry, charges levied by PJM to ensure that
PECO ENERGY COMPANY
Background (continued)


alternative energy sources are reliable, the cost of AEPS compliance payments deemed recoverable by the Commission and any other direct or indirect cost of acquiring Alternative Energy and/or AECs and complying with the AEPS Act.  
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PECO ENERGY COMPANY
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