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PPL ELECTRIC UTILITIES CORPORATION

Background

PPL Electric Utilities Corporation (PPL or company) is a wholly-owned subsidiary
of PPL Corporation. PPL furnishes electric distribution, transmission, and default supply
services to about 1.4 million customers throughout 33 counties in eastern and central
Pennsylvania. According to PPL’s annual reports filed with the Pennsylvania Public
Utility Commission (PUC or Commission), for the years 2019, 2018, and 2017, PPL’s
total electric revenues from residential, commercial, and industrial customers were
$1,853,800,871, $1,837,390,909 and $1,778,813,653 respectively.

On October 15, 2008, Act 129 (Act) was signed into law. The Act directed
Electric Distribution Companies (EDCs) with at least 100,000 customers to file a smart
meter technology procurement and installation plan with the Commission.
Subsequently, on June 24, 2009, the Commission issued an Implementation Order at
Docket No. M-2009-2092655. The Implementation Order provided EDCs with guidance
on the procedures to be followed for submittal, review, and approval of all aspects of
their smart meter plan, established the minimum smart meter capabilities and
acceptable cost recovery methods, and provided general direction on deployment of
smart meter technology.

On August 14, 2009, PPL filed its initial Petition for approval of its Smart Meter
Technology Procurement and Installation Plan (Smart Meter Plan). By Order entered
June 24, 2010, at Docket No. M-2009-2123945, the Commission approved PPL’s Smart
Meter Plan as modified by the Order?, and directed the company to submit a Smart
Meter Tariff Rider. By Secretarial Letter issued December 20, 2010, the Commission
approved PPL’s Smart Meter Tariff Rider with initial rates to become effect January 1,
2011.

On June 30, 2014, PPL filed its revised Smart Meter Plan as required by
Commission Order at Docket Nos. M-2009-2123945 and P-2012-2303075. On
September 3, 2015, at Docket No. M-2014-2430781, the Commission approved PPL’s
revised Smart Meter Plan, as modified by the Order, and directed the company to
submit a Smart Meter Tariff Rider Phase — 2 (SMR-2). By Secretarial Letter issued
September 29, 2015, at Docket No. M-2015-2504513, the Commission approved PPL'’s
SMR-2 Tariff Rider with initial rates to become effect October 1, 2015.

! The Commission found that PPL’s SMP did not fully comply with the smart meter requirements of Act 129 and directed PPL to use
its 30-month grace period to develop a plan that would fully comply with Act 129 and the additional requirements of the SMP
Implementation Order. The grace period was extended an additional 18-months by Commission Order issued August 2, 2012 at
Docket No. M-2009-2303075.
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Independent Auditor’s Report
to the Pennsylvania Public Utility Commission

Report on the Financial Statements

We have audited PPL Electric Utilities Corporation’s Statements of Smart Meter
Rider — Phase 2 Over/(Under) Collections for the 12-month periods ended December
31, 2019, December 31,2018, and December 31, 2017.

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. Accordingly,
we express no such opinion. 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 Smart Meter Rider — Phase 2 Statements, referred to above,
present fairly, in all material respects, the Smart Meter Rider — Phase 2 revenue and
expenses of PPL Electric Utilities Corporation as of December 31, 2019, December
31,2018, and December 31, 2017, in conformity with accounting principles generally
accepted in the United States of America and the requirements of the Pennsylvania
Public Utility Commission.

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 revenue
and expenses.

Kelly A. Monaghan, CPA, CGFM, CFE, CISA
Director

Bureau of Audits

Harrisburg, PA

December 6, 2021
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Smart Meter Rider — Phase 22
Over/(Under) Collections (Section 1307(e))
for the 12 months ended December 31, 20193

SMR-2 SMR-2 Over/(Under)
Rate Class Revenue Expenses Collections
1) (2 ®=0-?
Residential $ 49,787,451 $ 49,975,704 $ (188,253)
Small C &l 14,551,557 14,594,619 (43,062)
Large C&l 2,255,270 2,224,254 31,016
Total $ 66,594,279 $ 66,794,577 $ (200,298)

2 As reported to the Commission at Docket No. M-2020-3017807. Arithmetic differences are due to rounding.
% Notes to the Financial Statements are an integral part of this report.
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Smart Meter Rider — Phase 24
Over/(Under) Collections (Section 1307(e))
for the 12 months ended December 31, 2018°

SMR-2 SMR-2 Over/(Under)
Rate Class Revenue Expenses Collections
(1) (2) 3)=01)-?
Residential $ 43,269,442 $ 44,968,336 $ (1,698,894)
Small C & | 12,321,721 13,132,294 (810,573)
Large C & | 1,886,716 2,001,394 (114,678)
Total $ 57,477,880 $ 60,102,024 $ (2,624,144)

4 As reported to the Commission at Docket No. M-2019-3007548. Arithmetic differences are due to rounding.
5 Notes to the Financial Statements are an integral part of this report.
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Smart Meter Rider — Phase 2°
Over/(Under) Collections (Section 1307(e))
for the 12 months ended December 31, 2017’

SMR-2 SMR-2 Over/(Under)
Rate Class Revenue Expenses Collections
(1) 2 ®=1)-
Residential $ 24,606,802 $ 26,437,305 $ (1,830,503)
Small C & | 6,623,120 7,720,595 (1,097,475)
Large C & | 1,066,368 1,176,637 (110,269)
Total $ 32,296,290 $ 35,334,537 $ (3,038,247)

6 As reported to the Commission at Docket No. M-2018-2645184.
" Notes to the Financial Statements are an integral part of this report.
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Notes to the Financial Statements

1 — Statements

The Smart Meter Rider — Phase 2 (SMR-2) Over/(Under) Collections presented in
this report are condensed from the officially filed statements. The audit was
conducted on PPL’s officially filed 1307(e) statements submitted to the PUC in
accordance with Section 1307(e)(1) of the Public Utility Code on January 30, 2020,
January 30, 2019, and March 5, 2018. The statements are available on the PUC’s
website (http://www.puc.pa.gov) at Docket Nos. M-2020-3017807, M-2019-3007548,
and M-2018-2645184.

2 — SMR-2 Revenue

SMR-2 Revenue is the amount billed by PPL through the application of the approved
SMR-2 rate, excluding the E-Factor. The SMR-2 rate is applied on a dollar per bill
basis and is included in the distribution charges of the monthly bill of each customer
who receives distribution service.

3 - SMR-2 Expenses

SMR-2 Expenses include actual costs incurred by PPL to implement its approved
Smart Meter Plan (SMP) during the compliance year (January through December of
each year). The costs are the sum of all direct and indirect capital (return of and
return on smart meter related investment) and operating costs (applicable O&M and
taxes), including all deferred design and development costs, and administrative
costs.

The capital and operating costs of each SMP initiative applicable to only one
customer class are directly assigned to that customer class. The costs of SMP
initiatives which cannot be directly assigned to one customer class are assigned
based on the ratios established in the 2015 Base Rate Case at Docket Number
R-2015-2469275.

4 — Over/(Under) Collections

The Over/(Under) Collection is the difference between the SMR-2 Revenue and the
SMR-2 Expenses. The resulting amounts represent the portion of SMR-2 Revenue
refundable to or SMR-2 Expenses recoverable from customers through subsequent
SMR-2 rates. Differences arise for two primary reasons:

e Variations between the actual number of monthly customer bills and the
estimates used to determine the SMR-2 rates; and,

e Variations between the actual SMR-2 Expenses and the estimates used to
determine the SMR-2 rates.


http://www.puc.pa.gov/
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