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FINANCIAL REVIEW

	
	COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
COMMONWEALTH KEYSTONE BUILDING
400 NORTH STREET, HARRISBURG, PA  17120
	
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 Duquesne Light Company’s Statements of Energy Efficiency and Conservation and Demand Response Surcharge (Over)/Under Collections for the Twelve Months Ended May 31, 2015, May 31, 2014 and May 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 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 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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	COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
COMMONWEALTH KEYSTONE BUILDING
400 NORTH STREET, HARRISBURG, PA  17120
	
IN REPLY PLEASE REFER TO OUR FILE




Opinion

	In our opinion, the information set forth in the accompanying Condensed Statements of Energy Efficiency and Conservation and Demand Response Surcharge (Over)/Under Collections for the Twelve Months Ended May 31, 2015, May 31, 2014 and May 31, 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 (Note 1)
Statement of Energy Efficiency And Conservation and Demand Response Surcharge (EECDR) (Over)/Under Collections (Section 1307(e))
For The Twelve Months Ended May 31, 2015*


	

	
	EECDR
	
	Total
	
	

	
	
	Revenues 
	
	EECDR
	
	(Over)/Under

	Month
	 
	Excluding GRT
(Note 2)
	 
	Costs
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	June 2014
	
	$           0
	
	$           0
	
	$          0

	
	
	
	
	
	
	

	July
	
	        0
	
	        0 
	
	        0

	
	
	 
	
	
	
	

	August
	
	      0
	
	      0 
	
	        0

	
	
	
	
	
	
	

	September
	
	        0
	
	        0 
	
	        0

	
	
	
	
	
	
	

	October
	
	        0
	
	        0
	
	            0

	
	
	
	
	
	
	

	November
	
	        0
	
	        0
	
	         0

	
	
	
	
	
	
	

	December
	
	        0
	
	        0
	
	         0

	
	
	
	
	
	
	

	January 2015
	
	        0
	
	        0
	
	         0

	
	
	
	
	
	
	

	February
	
	        0
	
	        0
	
	         0

	
	
	
	
	
	
	

	March
	
	        0
	
	        0
	
	         0

	
	
	
	
	
	
	

	April
	
	0
	
	0
	
	0

	
	
	
	
	
	
	

	May
	
	            0
	
	            0
	
	            0

	
	
	
	
	
	
	

	Total
	
	$          0
	
	$          0
	
	$         0

	
	
	
	
	
	
	




* -	As reported to the Public Utility Commission (Commission) on June 26, 2015, at Docket No. M-2015-2491857.





DUQUESNE LIGHT COMPANY

Notes to the Financial Statements are an integral part of this report.
	Condensed (Note 1)
Statement of EECDR Surcharge (Over)/Under Collections (Section 1307(e))
For The Twelve Months Ended May 31, 2014*


	

	
	EECDR
	
	Total
	
	

	
	
	Revenues 
	
	EECDR
	
	(Over)/Under

	Month
	 
	Excluding GRT
(Note 2)
	 
	Costs
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	June 2013
	
	$ 1,861,354
	
	$ 2,268,386
	
	$    407,032

	
	
	
	
	
	
	

	July
	
	2,186,754
	
	687,737
	
	(1,499,018)

	
	
	
	
	
	
	

	August
	
	1,983,467
	
	90,900
	
	(1,892,567)

	
	
	
	
	
	
	

	September
	
	(705,536)
	
	228,540
	
	934,076

	
	
	
	
	
	
	

	October
	
	29,742
	
	203
	
	(29,540)

	
	
	
	
	
	
	

	November
	
	226
	
	365,762
	
	365,536

	
	
	
	
	
	
	

	December
	
	228
	
	0
	
	(228)

	
	
	
	
	
	
	

	January 2014
	
	224
	
	0
	
	(224)

	
	
	
	
	
	
	

	February
	
	216
	
	0
	
	(216)

	
	
	
	
	
	
	

	March
	
	254
	
	0
	
	(254)

	
	
	
	
	
	
	

	April
	
	223
	
	0
	
	(223)

	
	
	
	
	
	
	

	May
	
	             245
	
	                0
	
	             (245)

	
	
	
	
	
	
	

	Totals
	
	$ 5,357,397
	
	$3,641,527
	
	$ (1,715,870)

	
	
	
	
	
	
	




* - As reported to the Commission on July 14, 2014, at Docket No. M-2014-2430085.

Arithmetical differences are due to rounding.



DUQUESNE LIGHT COMPANY

Notes to the Financial Statements are an integral part of this report.
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	Condensed (Note 1)
Statement of EECDR Surcharge (Over)/Under Collections (Section 1307(e))
For The Twelve Months Ended May 31, 2013*


	

	
	EECDR
	
	Total
	
	

	
	
	Revenues 
	
	EECDR
	
	(Over)/Under

	Month
	 
	Excluding GRT
(Note 2)
	 
	Costs
(Note 3)
	 
	Collections
(Note 4)

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

	
	
	
	
	
	
	

	June 2012
	
	$   1,833,546
	
	$   1,915,668
	
	$    82,122

	
	
	
	
	
	
	

	July
	
	2,189,645
	
	1,542,820
	
	(646,825)

	
	
	
	
	
	
	

	August
	
	2,010,626
	
	1,974,366
	
	(36,260)

	
	
	
	
	
	
	

	September
	
	2,281,771
	
	1,552,102
	
	(729,670)

	
	
	
	
	
	
	

	October
	
	1,804,308
	
	2,231,754
	
	427,446

	
	
	
	
	
	
	

	November
	
	1,841,327
	
	3,199,654
	
	1,358,327

	
	
	
	
	
	
	

	December
	
	1,861,694
	
	3,187,300
	
	1,325,606

	
	
	
	
	
	
	

	January 2013
	
	2,009,581
	
	957,653
	
	(1,051,928)

	
	
	
	
	
	
	

	February
	
	1,798,304
	
	1,580,419
	
	(217,886)

	  
	
	
	
	
	
	

	March
	
	1,996,011
	
	1,670,154
	
	(325,858)

	
	
	
	
	
	
	

	April
	
	1,694,084
	
	660,553
	
	(1,033,531)

	
	
	
	
	
	
	

	May
	
	     1,845,652
	
	     3,474,166
	
	  1,628,514

	
	
	
	
	
	
	

	Totals
	
	$ 23,166,549
	
	$ 23,946,606
	
	$   780,058

	
	
	
	
	
	
	




* - As reported to the Commission on July 1, 2013, at Docket No. M-2013-2372090.

Arithmetical differences are due to rounding.



DUQUESNE LIGHT COMPANY

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

1 -	Condensed Statement

The Statements of EECDR (Over)/Under Collections (Section 1307(e)) presented in this report are 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‑2015‑2491857, M‑2014‑2430085, and M‑2013‑2372090, respectively, via http://www.puc.pa.gov. 
 
2 -	EECDR Revenues Excluding GRT

EECDR Revenues Excluding Gross Receipts Tax (GRT) are based on application of the EECDR, excluding the E-Factor and GRT.  The applicable billing units include kilowatt-hours (kWh), kilowatt (kW) demand or a fixed charge per customer as indicated in the Company’s tariff.

3 -	Total EECDR Costs 

Total EECDR Costs are all the costs associated with implementing the Company’s Energy Efficiency and Conservation and Demand Response Plan in accordance with Act 129.

4 -	(Over)/Under Collections

The (Over)/Under Collections are the differences between the EECDR revenues billed, excluding GRT and EECDR costs incurred.  Interest is not applicable to the EECDR (Over)/Under Collections.  The net (over)/under collections are reported to the Commission on Schedule 1307(e) and are subsequently included in the next EECDR computation for the ensuing twelve-month period.  Differences arise for two primary reasons:

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

· Variations between the actual costs incurred from the projected costs used to determine the EECDR.



DUQUESNE LIGHT COMPANY

Notes To The Financial Statements

BACKGROUND

AND




OPERATIONAL REVIEW


	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 591,750 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 October 15, 2008, Act 129 became law and required the Commission to develop an Energy Efficiency and Conservation Program applicable to electric distribution companies with at least 100,000 customers.  It permitted companies to implement a surcharge mechanism to recover the costs associated with implementing an Energy Efficiency and Conservation and Demand Response Plan (EECDR Plan).  On October 22, 2009, Duquesne’s EECDR Plan, at Docket No. M‑2009‑2093217, was approved by the Commission.  Effective December 1, 2009, Duquesne implemented its Rider No. 15 – EECDR Surcharge as a cost recovery mechanism.  The EECDR is a non-bypassable surcharge applicable to all customer bills.  It is reconciled annually.

	At its March 14, 2013 Public Meeting, the Commission approved Duquesne’s revised Phase II Energy Efficiency and Conservation (EEC) Plan.  On June 1, 2013, Rider No. 15A – Phase II Energy Efficiency and Conservation Surcharge became effective.  It was instituted as a cost recovery mechanism to recover the costs associated with implementing Phase II of the Company’s EEC Plan.  It is reconciled annually and was replaced by Phase III EEC Plan, at Docket No. M‑2016‑2515375 effective June 1, 2016.
	


DUQUESNE LIGHT COMPANY

Background
	At May 31, 2015, there was a residual overcollection amount of $90,878 in the EECDR E-Factor.  In accordance with Rider 15, the remaining overcollection was included in Rider 15A – EEC filed with the Commission on July 2, 2015, at Docket No. M‑2015‑2491749.
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Finding	–	Duquesne Overstated its EECDR Revenue By $136,925.

	Starting in June 2013, the general ledger accounts used to record EECDR revenue did not agree with revenue reported in the EECDR filing.  The reason for this difference was that EEC Phase II activity was recorded in the same general ledger accounts used to record EECDR activity.  While separating the account detail, the Company excluded an October 2014 adjustment to reduce Phase I revenue by $136,925.  The adjustment was associated with the change in rates effective September 1, 2014.

Recommendation:

	We recommend that Duquesne recover $136,925 through an adjustment to the E-Factor of its next EEC filing.

Auditor’s Note:

            The Company indicated that it agreed with the finding and recommendation.		



DUQUESNE LIGHT COMPANY

Current Audit Years’ Finding


	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, CPA. 
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