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INDEPENDENT AUDITOR’S REPORT

To The Pennsylvania Public Utility Commission


Report on the Financial Statements

	We have audited PECO Energy Company’s Statements of Electric Universal Service Fund Charge Over/Under Collections (Section 1307(e)) for the twelve-month periods ended December 31, 2014 and 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.  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 Electric Universal Service Fund Charge Over/Under Collections
(Section 1307(e)) for the twelve-month periods ended December 31, 2014 and December 31, 2013 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 PECO Energy Company’s revenues and expenses.



	

	
	Kelly A. Monaghan, CPA, CGFM, CFE
	Director
	Bureau of Audits
	Harrisburg, PA
[bookmark: _GoBack]	December 12, 2017


PECO ENERGY COMPANY

Condensed Statement[footnoteRef:1] of  [1:  As reported to the Commission at Docket No. M-2014-2447102.  Arithmetic Differences are due to rounding.
] 

Electric Universal Service Fund Charge (USFC)  
Over/(Under) Collections (Section 1307(e))
for the Twelve Months Ended December 31, 2014[footnoteRef:2] [2:  Notes to the Financial Statements are an integral part of this report.
] 



	


	
	Base Recovery
Over/(Under) Actual @ 0.73
	
	USFC
Revenues
	
	LIURP
Revenues
	
	LIURP
Expenditures
	
	Over/(Under) Collections

	
	
	(1)
	
	(2)
	
	(3)
	
	(4)
	
	(5)=(1)+(2)+(3)-(4)

	
	
	
	
	
	
	
	
	
	
	

	January 2014
	
	$  1,228,996
	
	$  0
	
	$  0
	
	$  0
	
	       $ 1,228,996

	February
	
	940,514
	
	0
	
	0
	
	0
	
	940,514

	March
	
	      649,306
	
	0
	
	0
	
	0
	
	     649,306

	April
	
	(197,864)
	
	0
	
	0
	
	0
	
	(197,864)

	May
	
	(431,039)
	
	0
	
	0
	
	0
	
	(431,039)

	June
	
	(188,247)
	
	0
	
	0
	
	0
	
	(188,247)

	July
	
	524,159
	
	0
	
	0
	
	0
	
	524,159

	August
	
	67,831
	
	0
	
	0
	
	0
	
	67,831

	September
	
	122,455
	
	0
	
	0
	
	0
	
	122,455

	October[footnoteRef:3]  [3:  Contains estimated data that is trued-up in the subsequent annual USFC rate filing.] 

	
	(759,666)
	
	0
	
	0
	
	0
	
	(759,666)

	November3 
	
	(790,974)
	
	0
	
	0
	
	0
	
	(790,974)

	December3
	
	               19,975
	
	0
	
	0
	
	0
	
	        19,975

	     Totals
	
	$  1,185,445
	
	$  0
	
	$  0
	
	$  0
	
	$ 1,185,445


	




PECO ENERGY COMPANY

Condensed Statement[footnoteRef:4] of  [4:  As reported to the Commission at Docket No. M-2013-2387537.  Arithmetic Differences are due to rounding.
] 

Electric Universal Service Fund Charge (USFC)
Over/(Under) Collections (Section 1307(e))
for the Twelve Months Ended December 31, 2013[footnoteRef:5] [5:  Notes to the Financial Statements are an integral part of this report.
] 



	
	
	Base
Recovery
Over/(Under)
Actual @ 0.73
	
	USFC
Revenues
	
	LIURP
Revenues
	
	LIURP
Expenditures
	
	Over/(Under)
Collections

	
	
	(1)
	
	(2)
	
	(3)
	
	(4)
	
	(5)=(1)+(2)+(3)-(4)

	
	
	
	
	
	
	
	
	
	
	

	January 2013
	
	$   1,172,095
	
	$   246,271
	
	$    246,271
	
	$               0
	
	 $   1,664,636

	February
	
	899,923
	
	225,745
	
	225,745
	
	30,316
	
	 1,321,097

	March
	
	500,749
	
	202,278
	
	202,278
	
	246,472
	
	    658,833

	April
	
	(302,750)
	
	170,683
	
	170,683
	
	337,363
	
	             (298,748)

	May
	
	(546,236)
	
	141,792
	
	141,792
	
	447,524
	
	              (710,175)

	June
	
	110,528
	
	186,168
	
	186,168
	
	211,827
	
	271,037

	July
	
	1,360,507
	
	  265,704
	
	  265,704
	
	107,867
	
	1,784,049

	August
	
	885,697
	
	244,112
	
	244,112
	
	199,766
	
	1,174,155

	September
	
	136,002
	
	216,752
	
	216,752
	
	199,065
	
	370,440

	October[footnoteRef:6] [6:  Contains estimated data that is trued-up in the subsequent annual USFC rate filing.
] 

	
	(479,318)
	
	 160,100
	
	 160,100
	
	263,139
	
	          (422,257)

	November6
	
	(388,944)
	
	160,800
	
	160,800
	
	237,987
	
	    (305,331)

	December6
	
	248,200
	
	        210,000
	
	       210,000
	
	       218,673                 
	
	449,527

	     Totals
	
	$   3,596,452
	
	$ 2,430,405
	
	$  2,430,405
	
	$  2,500,000
	
	$  5,957,262





PECO ENERGY COMPANY

Notes to the Financial Statements


1 -	Condensed Statements 

The Statements of Electric Universal Service Fund Charge (USFC) 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 October 10, 2014 and October 11, 2013 and are available at Docket Nos. M‑2014‑2447102 and M‑2013‑2387537 respectively, at http://www.puc.pa.gov.

2 - Base Recovery Over/(Under) Actual @ 0.73

	Base Recovery Over/(Under) Actual @ 0.73 is the difference between the Customer Assistance Program (CAP) revenues recovered in base rates and the total CAP discounts, net of an offset factor.  The approved offset factor was 0.27 effective January 1, 2011 (see Docket No. R‑2010‑2161575).  In addition, the base rate credit used to calculate the amount of CAP costs recovered through base rates was set at $0.0068 per kilowatt‑hour (kWh).  

3 - USFC Revenues 

	USFC Revenues are derived by multiplying the sales volumes (kWh) of electric service billed for the month to residential non-CAP customers under Rate Schedules R and RH by the applicable C-Factor Rate.

4 - LIURP Revenues 

	Low Income Usage Reduction Program (LIURP) Revenues are derived by multiplying the sales volumes (kWh) of electric service billed during the month for residential non-CAP customers under Rate Schedules R and RH by the applicable L-Factor Rate.  

5 - LIURP Expenditures

LIURP Expenditures are the incremental LIURP Expenditures authorized by Order entered June 2, 2009, at Docket No. P-2008-2062739.  The Commission directed PECO to increase its annual spending for LIURP beyond its current expenditure of $5.5 million, beginning January 1, 2010.  



PECO ENERGY COMPANY

Notes to the Financial Statements (continued)


The incremental increases were to be implemented as follows:  $1 million in 2010, $1.5 million in 2011, $2.0 million in 2012, and $2.5 million in 2013.  The incremental 
increase in LIURP expenses were initially recovered through the Supplemental Universal Service Fund Charge (SUSFC) Rider.  Effective January 1, 2011,
the SUSFC Rider was ended and the Incremental LIURP expenses were recovered through the USFC Rider.


6 - Over/(Under) Collections

The Over/(Under) Collections are the differences between the Base Recovery Over/(Under) Actual amounts, the USFC Revenues, the LIURP Revenues, and the LIURP Expenditures.  The resulting amounts represent the portion of USFC Revenues refundable to or expenditures recoverable from customers through subsequent USFC 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 USFC rate; and,

· Variations between the actual USFC expenses and the estimates used to determine the USFC rate.





PECO ENERGY COMPANY

Background


This section was developed from unaudited data 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 2014 and 2013, PECO’s total electric distribution revenues, including default service sales, from customers were $2,232,887,499 and $2,288,160,253; respectively.

	PECO provides electric distribution service in an area of approximately 1,900 square miles with a population of approximately 4 million, including 1.6 million in the city of Philadelphia.  During 2014, PECO delivered electricity to approximately 1.6 million residential, commercial, and industrial customers.

	On May 14, 1998, the Commission entered a Final Order, at Docket Nos. R‑00973953 and P-00971265, approving the Joint Petition for Full Settlement of PECO’s Restructuring Proceeding under the Electricity Generation Customer Choice and Competition Act of December 3, 1996.  The Final Order approved, among other things, PECO’s ability to recover universal service costs through a separate cost recovery mechanism.  The Commission approved PECO’s proposed USFC Rider by Order entered July 17, 2003, at Docket No. R-00038535.

On June 2, 2009, the Commission entered a Final Order, at Docket No. P‑2008‑2062739, approving the Joint Petition for Settlement (Settlement) of PECO’s Default Service Program and Rate Mitigation Plan.  The Commission directed PECO to increase its annual spending for LIURP, beginning on January 1, 2010.  The incremental increases were to be implemented as follows:  $1 million in 2010, $1.5 million in 2011, $2.0 million in 2012, and $2.5 million in 2013.  Initially, the incremental increases in LIURP costs were recovered through the SUSFC, which was applied through December 31, 2010.  The Settlement “zeroed out” the SUSFC and the LIURP incremental increases were recovered through the USFC, starting January 1, 2011.


PECO ENERGY COMPANY

Background (continued)


	By Order entered December 21, 2010, at Docket No. R-2010-2161575, the Commission approved the Company’s request to make several changes to the USFC and the accompanying annual reconciliation mechanism.  The revised USFC Rider permits the Company to recover the revenue shortfall incurred from providing discounted service to its CAP Customers.  Additional changes to the USFC mechanism were:  (1) limited self-enrollment for medical certificate renewals; (2) coordination with Act 129 Energy Efficiency and Conservation Programs; (3) termination suspension for certain low-income customers; and (4) December service reconnections.  
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