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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 the PPL Electric Utilities Corporation’s Distribution System Improvement Charge Over/Under Collections (Section 1307(e)) for the twelve months ended December 31, 2014 and the six months ended December 31, 2013.

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 Distribution System Improvement Charge Over/Under Collections (Section 1307(e)) for the twelve months ended December 31, 2014 and the six months ended December 31, 2013 of PPL Electric Utilities Corporation 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 PPL Electric Utilities Corporation’s revenues and expenses.




	Dennis P. Hosler, CPA
	Director
	Bureau of Audits
	Harrisburg, PA
	April 26, 2016



	
PPL ELECTRIC UTILITIES CORPORATION

	
Condensed (Note 1)
Statement Of Distribution System Improvement Charge (DSIC) 
Over/(Under) Collections (Section 1307(e))
For The Twelve Months Ended December 31, 2014*


	

Month
	
	DSIC
Revenue
	
	DSIC Revenue Requirement
	
	
Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	January 2014
	
	$     1,355,193
	
	$     1,314,255
	
	$       40,938

	
	
	
	
	
	
	

	February 
	
	1,429,706
	
	1,318,349
	
	          111,357

	
	
	
	
	
	
	

	March
	
	1,331,273
	
	1,227,127
	
	          104,146

	
	
	
	
	
	
	

	April
	
	1,791,891
	
	1,708,572
	
	            83,319

	
	
	
	
	
	
	

	May
	
	1,558,429
	
	1,553,600
	
	              4,829

	
	
	
	
	
	
	

	June
	
	1,555,629
	
	1,597,758
	
	(42,129)

	
	
	
	
	
	
	

	July
	
	2,054,689
	
	1,992,066
	
	            62,623

	
	
	
	
	
	
	

	August
	
	1,972,345
	
	2,037,948
	
	(65,603)

	
	
	
	
	
	
	

	September
	
	1,941,701
	
	1,937,348
	
	              4,353

	
	
	
	
	
	
	

	October
	
	2,165,417
	
	2,200,323
	
	(34,906)

	
	
	
	
	
	
	

	November
	
	2,258,662
	
	2,221,876
	
	            36,786

	
	
	
	
	
	
	

	December
	
	          2,736,954
	
	            2,554,547
	
	        182,407

	
	
	
	
	
	
	

	     Totals
	
	$   22,151,889
	
	$   21,663,769
	
	$      488,120




* - As reported to the Commission at Docket No. M-2015-2465166.  
 
 Notes to the Financial Statements are an integral part of this report.


	
PPL ELECTRIC UTILITIES CORPORATION

	
Condensed (Note 1)
Statement Of Distribution System Improvement Charge (DSIC) 
Over/(Under) Collections (Section 1307(e))
For The Six Months Ended December 31, 2013*


	

Month
	
	                                                   DSIC
 Revenue
	
	DSIC Revenue Requirement
	
	
Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	July 2013
	
	$       299,270
	
	$       308,838
	
	$       (9,568)

	
	
	
	
	
	
	

	August
	
	311,830
	
	316,477
	
	(4,647)

	
	
	
	
	
	
	

	September
	
	298,636
	
	305,135
	
	(6,499)

	
	
	
	
	
	
	

	October
	
	682,312
	
	703,033
	
	(20,721)

	
	
	
	
	
	
	

	November
	
	701,596
	
	712,840
	
	(11,244)

	
	
	
	
	
	
	

	December
	
	           806,500
	
	             815,869
	
	             (9,369)

	
	
	
	
	
	
	

	     Totals
	
	$    3,100,144
	
	$    3,162,192
	
	$      (62,048)




* - As reported to the Commission at Docket No. M-2014-2405341.  
 
 Notes to the Financial Statements are an integral part of this report.




PPL ELECTRIC UTILITIES CORPORATION

Notes to the Financial Statements


1 – Condensed Statements

The Statements of Distribution System Improvement Charge (DSIC) 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), in accordance with Section 1307(e)(1) of the Public Utility Code on March 20, 2015 and January 30, 2014 and are available at Docket Nos. M‑2015‑2465166 and M‑2014‑2405341, respectively, via http://www.puc.pa.gov.

2 – DSIC Revenue 

DSIC Revenue is derived by multiplying the DSIC, as expressed as a percentage, by the total amount billed to each customer for distribution service (including all applicable clauses and riders), excluding amounts billed for the State Tax Adjustment Surcharge.

3 – DSIC Revenue Requirement

DSIC Revenue Requirement is derived by dividing one-fourth of the annual fixed costs associated with all eligible property under the DSIC by the projected revenue for the quarterly period during which the DSIC will be collected.  The fixed costs are derived by multiplying the original cost of eligible DSIC projects net of accrued depreciation times the pre-tax return rate applicable to DSIC eligible property plus depreciation expense related to DSIC eligible property.

[bookmark: _GoBack]4 – Over/(Under) Collections

Over/Under Collections are the differences between the DSIC Revenue and the DSIC Revenue Requirement.  The resulting amounts represent the portion of DSIC Revenue refundable to or DSIC Revenue Requirement recoverable from customers through subsequent DSIC filings.  Interest is applicable to over collections only.  Differences arise due to variations between the actual distribution revenues billed to customers and the estimate of distribution revenues used to determine the DSIC rate.
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PPL ELECTRIC UTILITIES CORPORATION

Background


This background section was developed substantially from unaudited data and documentation made available by PPL and is presented solely for informational purposes.  
	
PPL is a wholly owned subsidiary of PPL Corporation that 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 annual reports filed with the PUC, for the years of 2014 and 2013, PPL’s total electric distribution revenues from residential, commercial, and industrial customers was approximately $1.7 billion and $1.6 billion, respectively.

On January 10, 2013, at Docket No. P‑2012‑2325034, the Commission approved PPL’s Long-Term Infrastructure Improvement Plan and on May 23, 2013, the Commission approved PPL’s Distribution System Improvement Charge (DSIC).  The DSIC is a mechanism used to recover the reasonable and prudent costs incurred to repair, improve or replace eligible property between rate cases.  The DSIC is capped at 5% of the amount billed to customers for distribution service.  The DSIC is reset to zero upon the effective date of new base rates to customer billings resulting from a general base rate case whereby the cost of property recovered via the DSIC becomes reflected in base rates.  Additionally, the DSIC is reset to zero, if in any quarter, PPL’s earnings as reflected in its Quarterly Earnings Report filed with the Commission exceeds the allowable rate of return to be used in its DSIC calculation.
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