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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 Smart Meter Cost Recovery Surcharge Over/Under Collections (Section 1307(e)) for the twelve month periods ended June 30, 2013, June 30, 2012, and June 30, 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.
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Opinion

	In our opinion, the information set forth in the accompanying Condensed Statements of Smart Meter Cost Recovery Surcharge Over/Under Collections (Section 1307(e)) for the twelve month periods ended June 30, 2013, June 30, 2012, and June 30, 2011 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 PECO Energy Company’s revenues and expenses.



	
	

	Dennis P. Hosler, CPA
	Director
	Bureau of Audits
	Harrisburg, PA
	January 6, 2016


	PECO ENERGY COMPANY

	
Condensed (Note 1) 
Statement Of Smart Meter Cost Recovery (SMCRS) 
Over/(Under) Collections (Section 1307(e)) 

	For The Twelve Months Ended June 30, 2013*



	

Rate Class
	SMCRS 
Revenues 
	SMCRS 
Costs (Net of 
Stimulus Funding)
	
Over/(Under) Collections

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

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

	
	
	
	

	Residential
	     $   42,448,115
	$  35,698,612
	$ 6,749,503 

	
	
	
	

	Small C & I
	      4,299,277
	  3,428,518
	   870,759

	
	
	
	

	Large C & I
	          90,917
	        104,781
	      (13,864)

	
	
	
	

	     Totals
	$  46,838,309
	$  39,231,911
	$ 7,606,398

	
	
	
	




* - As reported to the Commission at Docket No. M-2013-2378089.

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



	PECO ENERGY COMPANY

	
Condensed (Note 1) 
Statement Of Smart Meter Cost Recovery (SMCRS) 
Over/(Under) Collections (Section 1307(e))   

	For The Twelve Months Ended June 30, 2012*




	

Rate Class
	SMCRS 
Revenues  
	SMCRS 
Costs (Net of 
Stimulus Funding)
	
Over/(Under) Collections

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

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

	
	
	
	

	Residential
	$  23,385,671
	$  16,090,192
	 $  7,295,479

	
	
	
	

	Small C & I
	     2,625,066
	  1,702,538
	     922,528

	
	
	
	

	Large C & I
	          55,411
	          48,685
	            6,727

	
	
	
	

	     Totals
	$  26,066,148
	$  17,841,415
	 $  8,224,734

	
	
	
	




* - As reported to the Commission at Docket No. M-2012-2317818.

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

Arithmetic differences are due to rounding.



PECO ENERGY COMPANY
	
Condensed (Note 1)
Statement Of Smart Meter Cost Recovery (SMCRS) 
Over/(Under) Collections (Section 1307(e))   

	For The Twelve Month Period Ended June 30, 2011*




	

Rate Class
	SMCRS 
Revenues
	SMCRS 
Costs (Net of 
Stimulus Funding)
	
Over/(Under) Collections

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

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

	
	
	
	

	Residential
	$   5,530,330
	$   7,614,325
	 $  (2,083,995)

	
	
	
	

	Small C & I
	       609,814
	    798,342
	      (188,528)

	
	
	
	

	Large C & I

	         13,264

	         16,854

	           (3,591)


	     Totals
	$   6,153,407
	$  8,429,521
	$  (2,276,114)

	
	
	
	




* - As reported to the Commission at Docket No. M-2011-2255303.

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

Arithmetic differences are due to rounding.


PECO ENERGY COMPANY 

Notes to the Financial Statements


1 - Condensed Statements

The Statements of Smart Meter Cost Recovery Surcharge (SMCRS) 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 August 1, 2013, September 12, 2012, and September 16, 2011 and are available at Docket Nos. M-2013-2378089 M-2012-2317818 and M-2011-2255303, respectively, via http://www.puc.pa.gov.    

2 -	SMCRS Revenues 

SMCRS Revenues are derived by multiplying the sales volumes billed during the month by the C-Factor (i.e., current cost factor) of the applicable SMCRS rate for the customers billed under the Residential Rate Schedules.  SMCRS Revenues are also derived by applying a per-customer charge to all Commercial and Industrial customers with metered service.

3 -	SMCRS Costs (Net of Stimulus Funding) 

SMCRS Costs (Net of Stimulus Funding) are the costs incurred by the Company to implement the customer class specific Smart Meter Program, which includes capital costs, depreciation expense, and other operational and maintenance expenses.  Customer class costs also includes an allocated portion of any indirect costs incurred benefiting all customer classes.  Through a credit, any reductions in operating expenses or avoided capital expenditures resulting from the Smart Meter Program reduce the applicable SMCRS Costs.  Stimulus Funding amounts, provided as a grant from the Department of Energy, are also deducted from the SMCRS costs.  

PECO ENERGY COMPANY 

Notes to the Financial Statements (continued)


4 -	Over/(Under) Collections

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

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

· Variations between the actual number of customers with metered service and the estimates used to determine the Commercial and Industrial SMCRS rates.




· Variations between actual SMCRS Costs incurred and the estimates used to determine the SMCRS rates.
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PECO ENERGY COMPANY

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 the 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 2013, 2012, and 2011, PECO’s total electric distribution revenues, including default service sales, from customers were $2.3 billion, $2.4 billion, and $2.9 billion 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.  During 2013, PECO delivered electricity to approximately 1,600,000 residential, commercial and industrial customers

	PECO owns 1,092 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 131 miles of 500 kV lines located in Delaware and New Jersey.  PECO’s electric distribution system includes 12,989 circuit miles of overhead lines and 8,915 circuit miles of underground lines.

	On October 15, 2008, Act 129 (Act) became law and required Electric Distribution Companies (EDC), with at least 100,000 customers, to file a Smart Meter Technology Procurement and Installation Plan with the PUC by August 14, 2009. The Act also provides that a utility is entitled to full and current recovery of the costs associated with implementation of a Smart Meter system net of any operational savings.  On October 15, 2009, PECO’s Smart Meter Plan, at Docket No. M‑2009‑2093215, was approved by the Commission.  PECO’s SMCRS tariff became effective January 1, 2011.  The SMCRS is a Non-bypassable surcharge applied to all customer bills.  



PECO ENERGY COMPANY
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