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INDEPENDENT AUDITOR'S REPORT

To The Pennsylvania Public Utility Commission


Report on the Financial Statements

	We have audited Duquesne Light Company’s Statements Of Default Service Supply Charge (Over)/Under Collections; Residential & Lighting for the twelve months ended March 31, 2015 and for the ten months ended March 31, 2014; Small Commercial & Industrial for the twelve months ended March 31, 2015, for the eleven months ended March 31, 2014 and for the twelve months ended April 30, 2013; and Medium Commercial & Industrial for the twelve months ended March 31, 2015, for the eleven  months ended March 31, 2014, and for the twelve months ended April 30, 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 audits. We conducted our audits in accordance with auditing standards generally accepted in the United States of America. These 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 
- 5 -
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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 Default Service Supply Charge (Over)/Under Collections; Residential & Lighting for the twelve months ended March 31, 2015 and for the ten months ended March 31, 2014; Small Commercial & Industrial for the twelve months ended March 31, 2015, for the eleven months ended March 31, 2014 and for the twelve months ended April 30, 2013; and Medium Commercial & Industrial for the twelve months ended March 31, 2015, for the eleven months ended March 31, 2014, and for the twelve months ended April 30, 2013 of Duquesne Light 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 Duquesne Light Company’s revenues and expenses.



	Dennis P. Hosler, CPA
	Director 
	Bureau of Audits
	Harrisburg, PA
	September 12, 2016 


	
Condensed Statement of Default Service Supply (DSS) Charge (Over)/Under Collections Residential & Lighting (R&L) (Note 1)
For The Twelve Months Ended March 31, 2015* 



	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	April 2014
	
	$  6,601,655
	
	$   6,671,957
	
	$    70,302

	
	
	
	
	
	
	

	May
	
	6,957,460
	
	7,100,357
	
	142,897

	
	
	
	
	
	
	

	June
	
	12,107,488
	
	12,407,213
	
	299,725

	
	
	
	
	
	
	

	July
	
	14,925,313
	
	14,044,392
	
	(880,921)

	
	
	
	
	
	
	

	August
	
	13,934,378
	
	13,996,992
	
	62,614

	
	
	
	
	
	
	

	September
	
	10,969,228
	
	11,408,369
	
	439,141

	
	
	
	
	
	
	

	October
	
	9,319,054
	
	9,587,562
	
	268,508

	
	
	
	
	
	
	

	November
	
	11,269,215
	
	11,296,245
	
	27,031

	
	
	
	
	
	
	

	December
	
	13,960,345
	
	13,663,530
	
	(296,815)

	
	
	
	
	
	
	

	January 2015
	
	16,190,523
	
	16,412,949
	
	222,426

	
	
	
	
	
	
	

	February
	
	15,569,610
	
	15,519,818
	
	(49,793)

	
	
	
	
	
	
	

	March 
	
	    14,017,888
	
	    13,751,811
	
	      (266,077)

	
	
	
	
	
	
	

	Totals
	
	$145,822,157
	
	$145,861,195
	
	$     39,038




* -	As reported to the Public Utility Commission (Commission) on April 30, 2015, at Docket No. M-2015-2480383.

Arithmetical differences occur due to rounding.



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


	Condensed Statement of DSS Charge 
(Over)/Under Collections R&L (Note 1)
For The Ten Months Ended March 31, 2014*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	June 2013
	
	$   9,710,672
	
	$   8,767,833
	
	$   (942,839)

	
	
	
	
	
	
	

	July
	
	10,568,171
	
	11,128,244
	
	560,072

	
	
	
	
	
	
	

	August
	
	10,158,200
	
	10,000,625
	
	(157,574)

	
	
	
	
	
	
	

	September
	
	7,283,476
	
	7,785,044
	
	501,568

	
	
	
	
	
	
	

	October
	
	6,997,644
	
	7,091,048
	
	93,405

	
	
	
	
	
	
	

	November
	
	7,921,589
	
	7,842,700
	
	(78,889)

	
	
	
	
	
	
	

	December
	
	9,545,626
	
	9,524,566
	
	(21,060)

	
	
	
	
	
	
	

	January 2014
	
	10,987,717
	
	11,060,268
	
	72,550

	
	
	
	
	
	
	

	February
	
	 9,388,352
	
	9,402,491
	
	14,139

	
	
	
	
	
	
	

	March 
	
	      8,951,130
	
	     9,000,355
	
	        49,225

	
	
	
	
	
	
	

	Totals
	
	$  91,512,575
	
	$  91,603,173
	
	$     90,598






* - As reported to the Commission on April 30, 2014, at Docket No. M-2014-2420291.

Arithmetical differences occur due to rounding.

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


	Condensed Statement of DSS Charge (Over)/Under Collections Small Commercial & Industrial (SC&I) (Note 1)
For The Twelve Months Ended March 31, 2015*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	April 2014
	
	$  1,271,516
	
	$   1,328,632
	
	$    57,115

	
	
	
	
	
	
	

	May
	
	1,352,137
	
	1,367,918
	
	15,780

	
	
	
	
	
	
	

	June
	
	1,638,060
	
	1,715,516
	
	77,456

	
	
	
	
	
	
	

	July
	
	1,873,714
	
	1,779,849
	
	(93,865)

	
	
	
	
	
	
	

	August
	
	1,862,678
	
	1,783,570
	
	(79,107)

	
	
	
	
	
	
	

	September
	
	1,594,876
	
	1,612,075
	
	17,200

	
	
	
	
	
	
	

	October
	
	1,502,889
	
	1,505,340
	
	2,451

	
	
	
	
	
	
	

	November
	
	1,594,783
	
	1,608,938
	
	14,156

	
	
	
	
	
	
	

	December
	
	1,864,783
	
	1,962,452
	
	97,669

	
	
	
	
	
	
	

	January 2015
	
	2,386,410
	
	2,315,079
	
	(71,331)

	
	
	
	
	
	
	

	February
	
	2,047,163
	
	2,201,691
	
	154,528

	
	
	
	
	
	
	

	March
	
	      2,043,110
	
	    1,992,427
	
	      (50,683)

	
	
	
	
	
	
	

	Totals
	
	$  21,032,118
	
	$ 21,173,487
	
	$    141,369




* - As reported to the Commission on April 30, 2015, at Docket No. M-2015-2480383.

Arithmetical differences occur due to rounding.

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



	Condensed Statement of DSS Charge
(Over)/Under Collections SC&I (Note 1)
For The Eleven Months Ended March 31, 2014*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	May 2013
	
	$  1,283,159
	
	$ 1,286,707
	
	 $      3,548

	
	
	
	
	
	
	

	June
	
	1,481,117
	
	1,564,859
	
	83,741

	
	
	
	
	
	
	

	July
	
	1,779,908
	
	1,693,776
	
	(86,132)

	
	
	
	
	
	
	

	August
	
	1,622,088
	
	1,598,508
	
	(23,580)

	
	
	
	
	
	
	

	September
	
	1,360,193
	
	1,349,998
	
	(10,195)

	
	
	
	
	
	
	

	October
	
	1,335,407
	
	1,332,993
	
	(2,414)

	
	
	
	
	
	
	

	November
	
	1,379,142
	
	1,363,902
	
	(15,240)

	
	
	
	
	
	
	

	December
	
	1,510,635
	
	1,557,880
	
	47,245

	
	
	
	
	
	
	

	January 2014
	
	1,719,991
	
	1,756,992
	
	37,001

	
	
	
	
	
	
	

	February
	
	1,504,022
	
	1,532,306
	
	28,284

	
	
	
	
	
	
	

	March 
	
	      1,537,276
	
	    1,550,305
	
	       13,029

	
	
	
	
	
	
	

	Totals
	
	$  16,512,939
	
	$ 16,588,225
	
	$     75,286




* - As reported to the Commission on April 30, 2014, at Docket No. M-2014-2420291.

Arithmetical differences occur due to rounding.

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



	Condensed Statement of DSS Charge 
(Over)/Under Collections SC&I (Note 1)
For The Twelve Months Ended April 30, 2013*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	May 2012
	
	$  1,892,518
	
	$   1,950,811
	
	$    58,293

	
	
	
	
	
	
	

	June
	
	1,733,270
	
	1,640,029
	
	(93,241)

	
	
	
	
	
	
	

	July
	
	1,683,405
	
	1,808,164
	
	124,759

	
	
	
	
	
	
	

	August
	
	1,679,685
	
	1,666,097
	
	(13,588)

	
	
	
	
	
	
	

	September
	
	1,381,289
	
	1,363,822
	
	(17,467)

	
	
	
	
	
	
	

	October
	
	1,306,486
	
	1,295,591
	
	(10,894)

	
	
	
	
	
	
	

	November
	
	1,343,169
	
	1,341,504
	
	(1,664)

	
	
	
	
	
	
	

	December
	
	1,413,929
	
	1,444,410
	
	30,482

	
	
	
	
	
	
	

	January 2013
	
	1,545,585
	
	1,554,741
	
	9,156

	
	
	
	
	
	
	

	February 
	
	1,404,763
	
	1,415,904
	
	11,141

	
	
	
	
	
	
	

	March
	
	1,431,738
	
	1,445,297
	
	13,559

	
	
	
	
	
	
	

	April 
	
	      1,207,046
	
	    1,255,922
	
	       48,876

	
	
	
	
	
	
	

	Totals
	
	$  18,022,882
	
	$ 18,182,292
	
	$    159,409




* - As reported to the Commission on May 15, 2013, at Docket No. M-2013-2364723

Arithmetical differences occur due to rounding.

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



	Condensed Statement of DSS Charge (Over)/Under Collections
Medium Commercial & Industrial (MC&I) (Note 1)
For The Twelve Months Ended March 31, 2015*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	April 2014
	
	$  2,219,723
	
	$   2,216,269
	
	$    (3,453)

	
	
	
	
	
	
	

	May
	
	2,463,659
	
	2,451,964
	
	(11,696)

	
	
	
	
	
	
	

	June
	
	3,619,921
	
	3,963,718
	
	343,797

	
	
	
	
	
	
	

	July
	
	4,457,010
	
	4,083,417
	
	(373,594)

	
	
	
	
	
	
	

	August
	
	4,030,632
	
	3,966,565
	
	(64,067)

	
	
	
	
	
	
	

	September
	
	3,603,960
	
	3,546,108
	
	(57,853)

	
	
	
	
	
	
	

	October
	
	3,319,957
	
	3,296,871
	
	(23,086)

	
	
	
	
	
	
	

	November
	
	3,482,809
	
	3,519,891
	
	37,082

	
	
	
	
	
	
	

	December
	
	3,667,619
	
	3,711,633
	
	44,015

	
	
	
	
	
	
	

	January 2015
	
	4,231,080
	
	4,233,064
	
	1,984

	
	
	
	
	
	
	

	February
	
	3,819,943
	
	3,902,139
	
	82,196

	
	
	
	
	
	
	

	March
	
	      3,702,289
	
	    3,631,954
	
	      (70,335)

	
	
	
	
	
	
	

	Totals
	
	$  42,618,603
	
	$ 42,523,592
	
	$    (95,011)




* - As reported to the Commission on April 30, 2015, at Docket No. M-2015-2480383.

Arithmetical differences occur due to rounding.

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



	Condensed Statement of DSS Charge
(Over)/Under Collections MC&I (Note 1)
For The Eleven Months Ended March 31, 2014*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	May 2013
	
	$  2,161,742
	
	$  2,144,276
	
	$  (17,465)

	
	
	
	
	
	
	

	June
	
	2,540,794
	
	2,639,547
	
	98,753

	
	
	
	
	
	
	

	July
	
	3,057,524
	
	2,925,384
	
	(132,140)

	
	
	
	
	
	
	

	August
	
	2,834,291
	
	2,778,619
	
	(55,672)

	
	
	
	
	
	
	

	September
	
	2,495,884
	
	2,435,577
	
	(60,307)

	
	
	
	
	
	
	

	October
	
	2,363,764
	
	2,381,000
	
	17,237

	
	
	
	
	
	
	

	November
	
	2,360,330
	
	2,317,693
	
	(42,638)

	
	
	
	
	
	
	

	December
	
	2,399,805
	
	2,301,044
	
	(98,761)

	
	
	
	
	
	
	

	January 2014
	
	2,603,476
	
	2,624,264
	
	20,789

	
	
	
	
	
	
	

	February
	
	2,406,949
	
	2,336,937
	
	(70,011)

	
	
	
	
	
	
	

	March 
	
	      2,524,445
	
	    2,451,638
	
	      (72,807)

	
	
	
	
	
	
	

	Totals
	
	$  27,749,003
	
	$ 27,335,980
	
	$ (413,023)




* - As reported to the Commission on April 30, 2014, at Docket No. M-2014-2420291.

Arithmetical differences occur due to rounding.

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


	Condensed Statement of DSS Charge
(Over)/Under Collections MC&I (Note 1)
For The Twelve Months Ended April 30, 2013*


	
	
	
	
	
	
	

	
	
	
	
	
	
	(Over)/Under

	Month
	 
	Revenue
(Note 2)
	 
	Expenses
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	May 2012
	
	$  3,435,179
	
	$   3,491,352
	
	$    56,173

	
	
	
	
	
	
	

	June
	
	3,078,908
	
	2,915,097
	
	(163,811)

	
	
	
	
	
	
	

	July
	
	3,001,225
	
	3,106,992
	
	105,767

	
	
	
	
	
	
	

	August
	
	2,904,217
	
	2,863,142
	
	(41,075)

	
	
	
	
	
	
	

	September
	
	2,408,572
	
	2,367,310
	
	(41,262)

	
	
	
	
	
	
	

	October
	
	2,281,399
	
	2,248,508
	
	(32,891)

	
	
	
	
	
	
	

	November
	
	2,370,689
	
	2,321,806
	
	(48,883)

	
	
	
	
	
	
	

	December
	
	2,298,939
	
	2,246,012
	
	(52,927)

	
	
	
	
	
	
	

	January 2013
	
	2,281,635
	
	2,314,527
	
	32,897

	
	
	
	
	
	
	

	February 
	
	2,153,785
	
	2,080,652
	
	(73,133)

	
	
	
	
	
	
	

	March
	
	2,251,877
	
	2,184,339
	
	(67,538)

	
	
	
	
	
	
	

	April
	
	      1,977,993
	
	    1,973,883
	
	       (4,110)

	
	
	
	
	
	
	

	Totals
	
	$  30,444,419
	
	$ 30,113,620
	
	$   (330,799)




* - As reported to the Commission on May 15, 2013, at Docket No. M-2013-2364723.

Arithmetical differences occur due to rounding.

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

1 -	Condensed Statements 

The Statements of DSS Charge (Over)/Under Collections presented in this report were condensed from the officially filed statements for the purpose of clarity.  The audit was conducted on Duquesne Light Company’s (Duquesne or Company) officially filed 1307(e) statements submitted to the Commission in accordance with 66 Pa.C.S. § 1307(e)(1) of the Public Utility Code and are available at Docket Nos. M‑2015‑2480383, M‑2014‑2420291, and M‑2013‑2364723, respectively, via http://www.puc.pa.gov.

2 -	 DSS Revenue 

Revenue is determined by application of the DSS rate to all kilowatt-hours (kWh) supplied to customers taking default service under Rider No. 8 of the Company’s tariff.  An adjustment for unbilled sales is included in the reported revenue.  The DSS rate is comprised of the current period projected cost of DSS service, and E-Factor component for refunding or recovering prior period over/undercollections, and gross receipts tax (GRT).  In order to determine current period (over)/under collections, reported DSS revenue is net of the E-Factor and GRT.
 
3 -	DSS Expenses 

Expenses are the total actual direct and indirect costs incurred by the Company to acquire supply from any source on behalf of DSS customers in accordance with its procurement process.

4 -	(Over)/Under Collections

The (Over)/Under Collections are the differences between the DSS Revenues and DSS Expenses incurred.  Net over or under collections are refunded or recovered with interest at 8% or 6%, respectively.  The net (over)/under collections and appropriate interest is reported to the Commission on Schedule 1307(e) and is subsequently included in the next DSS computation.  Differences arise for two primary reasons:

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



DUQUESNE LIGHT COMPANY

Notes to Financial Statements
· Variations between the actual costs incurred from the projected costs used to determine the DSS.
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BACKGROUND

AND

OPERATIONAL REVIEW



Background

	The background was prepared based on unaudited documentation provided by the Company and is presented for informational purposes only.

	Duquesne was formed in 1912 by the consolidation and merger of three constituent companies.  On July 5, 2006 Duquesne Holdings, Inc. Duquesne’s parent company, and a consortium led by Macquarie Infrastructure Partners and Diversified Utility and Energy Trusts entered into a definitive agreement and plan of merger.  The merger was consummated on May 31, 2007.

	Duquesne is an electric utility engaged in the supply, transmission and distribution of electric energy.  As a utility, Duquesne provides service to approximately 591,700 customers in Allegheny, Beaver and Westmoreland counties of western Pennsylvania. The Company had total operating revenues of $816 million, $782 million, and $851 million for the years 2014, 2013, and 2012 respectively.

	On December 3, 1996 the Electricity Generation Customer Choice and Competition Act (Act) was signed into law.  Pursuant to the Act, all electric utilities were required to file restructuring plans with the Pennsylvania Public Utility Commission (PUC) which included unbundled prices for electric generation, transmission and distribution.  Duquesne provides supply to its customers who opt for Default Service Supply (DSS) in accordance with its Provider of Last Resort (POLR) Plan.  Duquesne files a new POLR Plan approximately every two years.  The period covered by our audit included POLR V and POLR VI.

	Effective January 1, 2011, with the beginning of POLR V, at Docket No. P‑2009‑2135500, DSS under Rider No. 8 was amended to include customers with monthly metered demand of 25 kW or less taking service on Rate Schedules GS/GM and GMH.  DSS for small (i.e., monthly metered demand less than 25 kW) commercial and industrial customers is reconciled separately from DSS for medium (i.e., monthly metered demand greater than 25 kW).  The Company obtains its supply requirements through competitive procurements using a Request for Proposal process.  Effective June 1, 2013, with the beginning of POLR VI, at Docket No. P-2012-2301664, DSS was modified to also include customers taking service under Residential rate schedules.  POLR VI was in effect through May 31, 2015.  Effective July 1, 2009, DSS under Rider 8 was applicable to commercial and industrial customers with monthly metered demand greater than 25kW taking service under Rate Schedules GS/GM or GMH.  Effective January 1, 2011, the DSS was defined to also include commercial and industrial customers with monthly metered demand less than 25 kW (Small) in addition to the monthly metered demand equal to or greater than 25 kW (Medium).  Effective June 1, 2013, the DSS was further defined to include residential and lighting customers



DUQUESNE LIGHT COMPANY

	On April 24, 2014, Duquesne filed a Petition for Approval of a Default Service Program (DSP VII) for the period from June 1, 2015 through May 31, 2017 with the Commission, at Docket No. P-2014-2418242.  The DSP as filed by Duquesne was modified by the Settlement Stipulation filed on September 15, 2014. The Commission approved the Company’s DSP VII on January 15, 2015.
- 18 -

Finding No. 1	–	Duquesne Overstated The E-Factor Overcollection Balance for MC&I DSS Customers By A Net $70,327.

Recommendation:

	We recommended that Duquesne recover $70,327 through an adjustment to the E-Factor of its next MC&I DSS rate update filing.

Disposition:

	The Company made an adjustment to recover $70,327 through the E-Factor of its MC&I DSS filing effective June 1, 2015 at Docket No. P-2014-2418242.


Finding No. 2	–	Duquesne Overstated DSS Administrative Expenses By A Net $25,129.

Recommendation:

	We recommended that Duquesne refund $33,169, plus interest at the applicable rate, through an adjustment to the E-Factor in its next MC&I DSS rate update filing.
	
	We further recommended that Duquesne recoup $8,040 through an adjustment to the E-Factor in its next SC&I DSS rate update filing.

Disposition:

	The Company made an adjustment to refund $39,582 ($33,169 + $6,413 interest) through the E-Factor of its MC&I DSS filing effective June 1, 2015 at Docket No. P-2014-2418242.

The Company also made an adjustment to recover $8,040 through the E-Factor of its SC&I DSS filing effective June 1, 2015 at Docket No. P‑2014‑2418242.


DUQUESNE LIGHT COMPANY

Disposition Of Prior Years’ Audit Findings


Finding No. 1	–	Duquesne Understated Expenses for R&L DSS Customers by $350,809.

	During the period April 2014 through March 2015 credit adjustments totaling $350,809 were included with expenses reported on the R&L DSS Statement of (Over)/Under Collections.  The credit adjustments were for expenses related to energy, ancillary, capacity and congestion charges that are included in the DSS supplier expenses.  Since the credit adjustments were also included in the supplier expense totals, reported expenses for R&L were understated by $350,809.

Recommendation:

	We recommend that Duquesne recoup $350,809 through an adjustment to the 
E-Factor of its next R&L DSS filing.

 
Auditor’s Note:

	The Company has indicated that it agrees with the finding and recommendation.



DUQUESNE LIGHT COMPANY

Current Years’ Audit Findings


Finding No. 2	–	DSS Expenses for June 2012 Were Overstated by $51,468.

	
Duquesne’s June 2012 general ledge data did not reconcile to the expenses reported in its DSS filing.  In June 2012, a charge of $25,734, applicable to SC&I customers was included in the DSS filing as an expense.  The amount was actually a credit to the applicable general ledger account.  It should have been included as a credit on the filing, but was inadvertently included as a debit.  As a result, expenses per the filing are overstated by $51,468.

Recommendation:

	We recommend that Duquesne refund $51,468, plus interest at the applicable rate, through an adjustment to the E-Factor of its next SC&I DSS filing.


Auditor’s Note:

	The Company has indicated that it agrees with the finding and recommendation.



DUQUESNE LIGHT COMPANY

Current Years’ Audit Findings (Continued)


Finding No. 3	–	Residential DSS Expenses Were Overstated By $20,345.

	Duquesne’s Time-of-Use (TOU) and Real Time Pricing Plan was approved by the Pennsylvania Public Utility Commission on June 23, 2012, at Docket No. P‑2009‑2149807.  The goal of the plan was to evaluate customer response to rate options and programs that encourage them to shift or reduce electric consumption during peak periods of use.  Two residential pilot programs were proposed in the Plan from which customer response could be evaluated.  Both a Time-of-Week program in which approximately 1,000 residential customers would be incentivized to reduce week day consumption and a Time-of-Day program in which approximately 100 residential customers would be encouraged to change behavior through on- and off-peak pricing were proposed.  The Commission permitted Duquesne to recover market research, development, and implementation costs of its TOU plan through its residential DSS rates.

	The Company recorded more expenses in the filing than were actually spent on the TOU pilot program.  The actual TOU pilot program expenses incurred by the Company were $403,274 and the TOU pilot program expenses recovered through its residential DSS rates were $423,619.  The residential default service supply expenses were overstated by a total of $20,345 ($423,619 - $403,274).

Recommendation:

	We recommend that Duquesne refund $20,345, plus interest at the applicable rate, through an adjustment to the E-Factor of its next R&L DSS filing.


Auditor’s Note:

	The Company has indicated that it agrees with the finding and recommendation.






Finding No. 4	–	Duquesne Misstated Its E-Factor Revenue For The Six Months Ended March 2014 By $10,748 From Neglecting To Include Gross Receipts Tax.
	
The Audit Staff recalculated DSS E-Factor revenue by rate class for the audit period and found a 5.9% variance between calculated and reported E-Factor revenue for the six months ended March 2014.  Duquesne explained that the variance was due to not including gross receipts tax (GRT) in the reported E-Factor revenue.  Since the DSS revenue used to determine current period DSS (over)/under collections is based on total DSS revenue less DSS E-Factor revenue less GRT, any misstatement of DSS E-Factor revenue affects the current period DSS (over)/under collections and application of interest.  As a result, the combined net overstatement of undercollections and applicable interest was $11,356 ($10,748 + $608).  By rate class group, the amount of reported undercollection and interest for R&L was overstated by $2,466 ($2,376 overcollection + $90 interest); the reported undercollection and interest for SC&I was understated by $4,039 ($3,844 undercollection + $195 interest);  and the reported overcollection and interest for MC&I was understated by $12,929 ($12,216 overcollection + $713 interest).

Recommendations:

	We recommend that Duquesne refund $2,466 through an adjustment to the E‑Factor of its next R&L DSS filing.

We further recommend that Duquesne recover $4,039 through an adjustment to the E-Factor of its next SC&I DSS filing.

Lastly, we recommend that Duquesne refund $12,929 through an adjustment to the E-Factor of its next MC&I DSS filing.


Auditor’s Note:

	The Company has indicated that it agrees with the finding and recommendations.





	We wish to express our appreciation to the officers and staff of Duquesne Light Company for the cooperation and assistance given to us during the course of our examination.  The audit was conducted by Barbara A. Sidor, CPA and Robert A. Householder, Jr. CPA.
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