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IN REPLY PLEASE REFER TO OUR FILE



INDEPENDENT AUDITOR'S REPORT

To The Public Utility Commission


Report on the Financial Statements

	We have audited PPL Electric Utilities Corporation’s Statements of Universal Service Rider Over/(Under) Collections (Section 1307(e)) for the twelve months ended November 30, 2014 and November 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 audit.  We conducted our audit 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.




Opinion

	In our opinion, the information set forth in the accompanying Condensed Statements of Universal Service Rider Over/(Under) Collections (Section 1307(e)) for the twelve months ended November 30, 2014 and November 30, 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 the PPL Electric Utilities Corporation’s revenues and expenses.




	
							Kelly A. Monaghan, CPA, CGFM, CFE
	Director
	Bureau of Audits
	Harrisburg, PA
	January 5, 2017
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	PPL ELECTRIC UTILITIES CORPORATION


	Condensed (Note 1)

	Statement Of Universal Service Rider (USR) 
Over/(Under) Collections (Section 1307(e))

	For The Twelve Months Ended November 30, 2014*



	Month
	
	 
 USR Revenues 
	
	USR Expenses
	
	Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	December 2013
	
	 $    6,280,087
	
	$    6,801,872
	
	 $     (521,785)

	
	
	
	
	
	
	

	January 2014
	
	       8,081,027
	
	      8,414,566
	
	        (333,539)

	
	
	
	
	
	
	

	February
	
	       9,155,731
	
	      9,918,387
	
	       (762,656)

	
	
	
	
	
	
	

	March
	
	       8,065,284
	
	      9,241,250
	
	     (1,175,966)

	
	
	
	
	
	
	

	April
	
	       6,777,740
	
	      8,246,487
	
	     (1,468,747)

	
	
	
	
	
	
	

	May
	
	       4,776,971
	
	      4,674,857
	
	        102,114

	
	
	
	
	
	
	

	June
	
	       4,550,748
	
	      4,074,234
	
	        476,514

	
	
	
	
	
	
	

	July
	
	       5,737,146
	
	      4,771,877
	
	        965,269

	
	
	
	
	
	
	

	August
	
	       5,275,931
	
	      4,736,121
	
	        539,810

	
	
	
	
	
	
	

	September
	
	       5,161,071
	
	      4,511,736
	
	        649,335

	
	
	
	
	
	
	

	October
	
	       4,387,866
	
	      4,521,024
	
	        (133,158)

	
	
	
	
	
	
	

	November
	
	       4,821,362
	
	      5,306,965
	
	        (485,603)

	
	
	
	
	
	
	

	     Totals
	
	 $  73,070,964
	
	$  75,219,376
	
	  $  (2,148,412)

	
	
	
	
	
	
	




* - As reported to the Commission at Docket No. M-2014-2459227.
 
Notes to the Financial Statements are an integral part of this report.



	PPL ELECTRIC UTILITIES CORPORATION


	Condensed (Note 1)

	Statement Of Universal Service Rider (USR) 
Over/(Under) Collections (Section 1307(e))

	For The Twelve Months Ended November 30, 2013*



	Month
	
	
USR Revenues
	
	USR Expenses
	
	Over/(Under) Collections

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

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

	
	
	
	
	
	
	

	December 2012
	
	 $     6,480,400
	
	$    5,237,595
	
	  $  1,242,805

	
	
	
	
	
	
	

	January 2013
	
	      7,457,215
	
	      5,573,999
	
	      1,883,216

	
	
	
	
	
	
	

	February
	
	      7,137,821
	
	      6,066,287
	
	      1,071,534

	
	
	
	
	
	
	

	March
	
	      6,344,159
	
	      6,629,442
	
	         (285,283)

	
	
	
	
	
	
	

	April
	
	      5,618,415
	
	      6,515,868
	
	          (897,453)

	
	
	
	
	
	
	

	May
	
	      4,025,159
	
	      3,997,948
	
	           27,211

	
	
	
	
	
	
	

	June
	
	      4,257,910
	
	      3,628,959
	
	         628,951

	
	
	
	
	
	
	

	July
	
	      5,277,839
	
	      4,509,826
	
	         768,013

	
	
	
	
	
	
	

	August
	
	      5,099,538
	
	      4,360,595
	
	         738,943

	
	
	
	
	
	
	

	September
	
	      4,630,826
	
	      4,029,189
	
	         601,637

	
	
	
	
	
	
	

	October
	
	      3,928,596
	
	      3,869,912
	
	           58,684

	
	
	
	
	
	
	

	November
	
	      4,364,215
	
	      4,415,144
	
	           (50,929)

	
	
	
	
	
	
	

	     Totals
	
	$  64,622,093
	
	$  58,834,764     
	
	  $   5,787,329

	
	
	
	
	
	
	




 * - As reported to the Commission at Docket No. M-2013-2397684.

    Notes to the Financial Statements are an integral part of this report.
PPL ELECTRIC UTILITIES CORPORATION

Notes to the Financial Statements

1 -	Condensed Statement

The Statements of USR 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 66 Pa.C.S. § 1307(e)(1) of the Public Utility Code on December 19, 2014 and December 17, 2013 and are available at Docket Nos. M‑2014-2459227 and M‑2013‑2397684, respectively, via http://www.puc.pa.gov.

2 -	USR Revenues

USR Revenues are the amounts billed by PPL, excluding gross receipts tax, as a result of applying the approved tariff rate to each kilowatt-hour (kWh) of energy supplied to residential customers who take distribution service.  

3 - USR Expenses

USR Expenses are the applicable charges incurred by PPL for the recovery of the costs associated with the universal service programs provided by PPL to residential customers.  These programs include OnTrack and the Winter Relief Assistance Program (WRAP).  

4 - Over/(Under) Collections

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

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




· Variations between the actual USR Expenses and the estimates used to determine the USR rates.
- 5 -













BACKGROUND


AND




OPERATIONAL REVIEW

PPL ELECTRIC UTILITIES CORPORATION

Background

	The 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.

By Order entered on October 19, 2007, at Docket No. R-00072155, the Commission approved PPL’s request to establish a USR rate to become effective for service rendered on and after January 1, 2008.  The USR permits the Company to recover the costs, excluding internal administrative costs, associated with the universal service programs provided by the Company to residential customers.  These programs include OnTrack and WRAP.  

	PPL implemented WRAP in 1984 to help reduce electric bills and improve home comfort for low income customers.  The objectives of WRAP are to reduce energy usage and the resulting bill amounts of low income customers and to increase their ability to pay their electric bills.  Contractors install various weatherization measures, such as insulation and efficient appliances, and provide energy education services. 

	In July 1992, the Commission adopted a Policy Statement that established guidelines for customer assistance programs (CAP).  The Commission encouraged all electric and gas utilities to implement CAP pilots.  After receiving approval from the Commission for its pilot proposal, PPL Electric implemented its OnTrack program in December 1993.  OnTrack is PPL Electric Utilities Corporation’s Customer Assistance Program (CAP).  It is available to low-income households at or below 150 percent of the federal poverty level.  The primary features of OnTrack are a reduced payment arrangement and arrearage forgiveness over a specified period of time. 










PPL ELECTRIC UTILITIES CORPORATION

Current Years’ Observation


Observation – Community Based Organizations (CBO) Have Not Consistently Retained Documentation To Support Enrolled Customers’ Eligibility For The Customer Assistance Program (CAP).
 
Eligibility for PPL’s CAP is administered by CBOs.  In order to qualify for CAP, a customer must provide the CBO their income and living expense source documentation so that the CBO can determine their eligibility and the amount of subsidy.  The audit sampling conducted by the Audit Bureau Staff determined that the customer eligibility documentation retention was not consistently adequate.  It was determined that the CBOs’ record retention policy was the current year plus the two prior years.  The failure to retain this documentation makes oversight more difficult and increases the risk of providing assistance to non-qualified customers.

	Discussion with PPL determined that during the second half of 2014, PPL began periodic audits of the CBOs’ administration of CAP including the income and living expense source documentation verification.  In addition, the CBO stores CAP customer income and living expense source documentation at their office.  Some of the data from this source documentation is transferred to PPL's customer information system, Customer Service System (CSS).  The data that is transferred to CSS is saved at the account-level and used to enroll or decertify the customer on CAP and will be retained for seven years.





PPL ELECTRIC UTILITIES CORPORATION

Acknowledgements


	We wish to express our appreciation to the officers and staff of PPL Electric Utilities Corporation for the cooperation and assistance given to us during the course of our examination.  The audit was conducted by William S. Pierce, CPA, assisted by Anthony Sciabarassi.

- 8 -
image1.png
PUC





