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INTRODUCTION

What is your name, occupation and business address?

My name is Ralph C. Smith. 1 am a Certified Public Accountant licensed in the
State of Michigan and a senior regulatory consultant in the firm Larkin &
Associates, PLLC, Certified Public Accountants, with offices at 15728 Farmington

Road, Livonia, Michigan 48154.

Have you previously submitted Direct Testimony and Supplemental Direct
Testimony in this proceeding?

Yes, | previously submitted Direct Testimony on July 22, 2016 and Supplemental
Direct Testimony on behalf of the Pennsylvania Office of Consumer Advocate

(“OCA”) in this proceeding on August 17, 2016.

What is the purpose of your Surrebuttal Testimony?
The purpose of my Surrebuttal Testimony is to address the rebuttal testimony of the

Companies’ witnesses Messrs. D’Angelo, Spanos, and Adams, and Ms. Walker.

Are you presenting any exhibits with your surrebuttal testimony?

Yes. Exhibits LA-ME-3, LA-PN-3, LA-PP-3 and LA-WP-3 present updated
Accounting Schedules with respect to certain adjustments that | recommended in my
Direct Testimony for Met-Ed, Penelec, Penn Power and West Penn, respectively.

Specifically and as discussed in my Surrebuttal Testimony, | have either updated or
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eliminated certain adjustments that | originally presented in my Direct Testimony
that was submitted on July 22, 2016. Exhibit LA-PP-3 reflects a revised cost of
capital for Penn Power on Schedule D. Specifically, as discussed in the rebuttal
testimony of Companies witness Joseph Dipre, on July 11, 2016, Penn Power issued
$50 million of 4.24% first mortgage bonds, which had an effective rate of 4.32%
after factoring in estimated debt issuance expenses. As a result of this issuance,
Penn Power's weighted long-term debt cost rate was lowered to 5.66% from the
5.88% long-term debt cost rate reflected in Penn Power's April 28, 2016 filing.
Applying this revised weighted long-term debt cost rate to OCA's recommended
capital structure for Penn Power results in a revised rate of return of 7.41%. This
issue is discussed in further detail in the surrebuttal testimony of OCA witness David

Parcell.

Please summarize your updated revenue requirements for each Company.
My recommended updated revenue requirements for each Company are as follows:

As shown on Exhibit LA-ME-3, Schedule A, page 1, Met-Ed's proposed
distribution revenue increase of $134.180 million should be reduced by $74.371
million. The distribution revenue increase for Met-Ed should be no greater than
$59.809 million.

As shown on Exhibit LA-PN-3, Schedule A, page 1, Penelec's proposed
distribution revenue increase of $152.817 million should be reduced by $103.854
million. The distribution revenue increase for Penelec should be no greater than
$48.963 million.
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As shown on Exhibit LA-PP-3, Schedule A, page 1, Penn Power's proposed
distribution revenue increase of $37.399 million should be reduced by $23.010
million. The distribution revenue increase for Penn Power should be no greater than
$14.389 million.

As shown on Exhibit LA-WP-3, Schedule A, page 1, West Penn's proposed
distribution revenue increase of $94.484 million should be reduced by $64.629
million. The distribution revenue increase for West Penn should be no greater than
$29.855 million.

It should be noted that the updated revenue requirements discussed above
reflect the impacts of my recommended adjustments to the Companies’ annualized
revenues pursuant to each Company's Phase 111 Energy Efficiency and Conservation
("EE&C") Plans. | addressed this issue in my supplemental direct testimony that

was served on August 17, 2016.

Q. How is your Surrebuttal Testimony organized?
It is organized by issue group. Each section discusses a particular issue or group of

issues which is being contested in FirstEnergy's rebuttal testimony.

II.  CONTESTED RATE BASE ISSUES

Average Rate Base
Q. Did Mr. D’Angelo agree with your recommendation that rate base for the fully

projected future test year should be computed on an average test year basis?

Surrebuttal Testimony of Ralph C. Smith
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No. Mr. D’Angelo does not agree with my recommendation to use an average rate
base for the fully projected future test year ("FPFTY") ending December 31, 2017.
Specifically, Mr. D'Angelo stated that if the average rate base methodology is
adopted, then base rates would reflect only one-half of total investment in 2017 plant
additions, which is comparable to setting rates on the basis of rate base and expenses
at approximately mid 2017. In addition, Mr. D'Angelo stated that under this
methodology, the Companies would have to implement a Distribution System
Improvement Charge ("DSIC") by October 1, 2017 in order to begin recovering the

portion of 2017 plant additions not included in the average (mid-year) rate base.

Did Mr. D'Angelo cite other reasons why he disagrees with your
recommendation that the Companies reflect an average rate base for the
FPFTY?

Yes. Mr. D'Angelo claims that if an average rate base were used, the Companies'
annual rates of return following the FPFTY would "almost certainly fall below the
rates of return granted in this case" and that the Companies would have to file new
base rate cases by the end of March 2017 in order to mitigate the attrition that would

occur by using an average rate base.

Have the FirstEnergy Companies filed rate cases on an annual basis?
No, they have not. In my direct testimony, | addressed the Companies’ historic rate
case filing intervals, which have not been annually. In fact, the interval between the

Companies’ last rate cases and the current rate cases has been longer than one year.
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Mr. D'Angelo’s assertion that the Companies would file additional rate cases in
March 2017 thus has no support in the Companies’ rate case filing history.
However, if the Commission believes that the Companies would file another round
of rate cases in March 2017, the adjustment for reduced sales related to the Phase I11
Energy Efficiency & Conservation Plan ("EE&C Plan”) should be scaled back to
correspond with the rate effective period. In addition, Mr. D'Angelo’'s comment
about potential future rate case filing timing is not a valid reason to use a year-end
approach to the 2017 FPFTY. An average rate base approach should be used to
properly match the revenue components, rate base, operating income and returns for
the first year of new base rates. This proper matching is achieved by the use of an
average test year concept applied to the FPFTY being used in the current rate cases.
If a year-end approach to the 2017 FPFTY is used, the Companies would earn a full
year of return on plant that is not used and useful (i.e., in service) throughout the

year.

How is the determination of a FPFTY rate base typically addressed in other
states in which a FPFTY is used?

Based on my experience, in other states where a FPFTY test year is used, the
FPFTY is treated as the first year of new rates, and an average test year concept is
applied. Where a FPFTY is used, the FPFTY is commonly viewed as the first year
in which the new rates will be in effect. In order to achieve matching of the revenue
requirement with the first year of new rates, the rate base for the FPFTY reflects and

should be based on the average for the fully projected future test year period, rather
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than upon values as of a single date, such as at the very end of the FPFTY. The use
of an average FPFTY properly matches the collection of the revenue requirement
during the first year of new rates, i.e. with the FPFTY. For the FirstEnergy electric
utilities in the current rate cases, the FPFTY beginning on January 1, 2017 and
continuing through December 31, 2017 approximately corresponds with the first
year of new rates, and it is therefore consistent to apply the average test year concept

for the FPFTY.

How does the use of a FPFTY that corresponds with the first year of new rates
properly match rate base and the other components of the revenue
requirement?

The FPFTY, on average, matches the revenue requirement with the level of
operations that is anticipated for the first year of new rates. Thus, annualization
adjustments, such as the use of year-end rate base, or annualizations of expenses to
year-end conditions, that are fairly common with test years that end before the
effective date of new rates, but are not consistent with the concept of having the
FPFTY match the revenue requirement that is anticipated for the first year of new

rates.

How did you acquire your understanding of how other jurisdictions that use
FPFTYs apply the average test year concept?
I acquired my understanding of how a number of other jurisdictions that use FPFTY's

apply the average test year concept in conjunction with their use of FPFTYs as an
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analyst and expert witness in a number of utility rate cases in various jurisdictions,

including California, Hawaii, Georgia, Illinois and Kentucky.

Q. You had previously stated in your direct testimony that you were advised by
OCA counsel that there are no Commission rulings on how to determine utility
rate base (i.e., on whether to use a year-end or average approach) when a
FPFTY is used pursuant to Act 11. How did Mr. D’ Angelo respond to your

statement in his rebuttal testimony?

A. On page 12 of his testimony, Mr. D’Angelo cited a Tentative Supplemental

Implementation Order (dated November 5, 2015) which was issued by the
Commission in Docket No. M-2012-2293611 pursuant to the Implementation of Act
11 of 2012. Mr. D'Angelo points out that the Commission discussed its views on
how the DSIC relates to a utility's rate base claims in which a FPFTY is used. In
addition, Mr. D'Angelo quoted a lengthy passage from pages 11 and 12 of the
Tentative Supplemental Order from which he concluded that the Commission clearly
contemplates that the rate base of a utility using a FPFTY would reflect its plant
balances as of the end of the FPFTY versus using an average rate base. On pages
13-14 of his rebuttal Mr. D'Angelo states:

The Commission's prescription for when the "stay-out™ period ends
and its directive that only "new repair, replacement or improvement
of eligible property" may be "reflected in a quarterly DSIC update"
after a base rate case is concluded simply cannot be reconciled with
the use of anything other than end-of-FPFTY plant balances to
establish a utility's rate base in a base rate case. Indeed, if an
"average" rate base were employed, then, for the reasons | previously
explained, a DSIC charge would have to be implemented during the
FPFTY in order to recover the costs of plant and equipment placed in
service during the second half of that year. That approach is not

Surrebuttal Testimony of Ralph C. Smith
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contemplated by, and is not consistent with, the Commission's views

set forth in its Tentative Supplemental Implementation Order.
Do you agree with Mr. D'Angelo’s conclusion that the Commission clearly
contemplates that the rate base of a utility's using a FPFTY would reflect year-
end plant balances based upon the Tentative Supplemental Implementation
Order?
No. The Tentative Supplemental Implementation Order primarily discusses the
implementation of the DSIC, which was implemented to recover the costs associated
with the repair, replacement or improvement of eligible distribution property
between rate cases. While the passage from the Order that is quoted in Mr.
D'Angelo’s rebuttal testimony does discuss the DSIC in the context of a FPFTY, it
does not specifically discuss how to determine a utility's rate base (i.e., on whether to
use a year-end or an average approach) when a FPFTY is used pursuant to Act 11.
Another passage from pages 12-13 of that Order which Mr. D'Angelo did not include
in his rebuttal states:

The Commission acknowledges that an ongoing, uninterrupted DSIC

mechanism appears to be cumulative in its effect. The Commission

notes that the primary purpose of the quarterly DSIC update is to

reflect the additional eligible property that the utility has placed in

service during the prior three-month period ending one month prior to

the effective date of each DSIC update. See 66 Pa. C.S. § 1357(a)(2).

Thus, the utility is continually able to recover the fixed costs of all

eligible property less depreciation that it has placed into service that is

associated with a repair, replacement or improvement that is reflected

in its quarterly DSIC update and that has not previously been
reflected in the utility's rate base pursuant to a base rate proceeding.

[Emphasis in original]
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What was the stated purpose of the Tentative Supplemental Implementation
Order?

In the Conclusion section of the Order (page 18), the Commission stated that the
purpose of the Tentative Supplemental Implementation Order is to propose
additional procedures and guidelines necessary to implement Act 11 and to solicit
public comment. It indicates that upon review of any comments from stakeholders,
the Commission will issue a Supplemental Final Implementation Order to establish

final procedures and guidelines.

Did the Commission issue a Supplemental Final Implementation Order
subsequent to the Tentative Supplemental Implementation Order dated
November 5, 2015?

No. To date, the Commission has not issued a Final Supplemental Implementation

Order.

Please summarize your recommendation concerning applying the average test
year concept to the FPFTY.

As described in my direct testimony and herein, the use of a FPFTY that corresponds
with the first year of new rates is conceptually consistent with an average test year
approach, which achieves proper matching of the revenue requirement to be in effect
during the first year of new rates. The application of the FPFTY rate base and
operating income in this manner, i.e., on an average test year basis, is also consistent

with my understanding of how rate base and operating income is commonly

Surrebuttal Testimony of Ralph C. Smith
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determined in conjunction with the use of FPFTYSs in other jurisdictions where

FPFTYSs are used.

Deferred Storm Damage Costs

Q.

Have you revised your position on deferred storm damage expense as a result of
FirstEnergy's rebuttal testimony?

No. The same recommendations concerning storm damage expense that are
reflected in my direct testimony and exhibits continue to apply. Specifically, in my
direct testimony, | recommended that all deferred storm damage expenses as well as
storm reserve balance amounts be removed from rate base. Such deferred storm
expenses should be amortized over a five-year period, with no rate base inclusion, in

accordance with the settlements that were reached in the 2014 FirstEnergy rate cases.

Does Mr. D’Angelo agree with your adjustments to remove the deferred storm
damage costs and storm reserve balances from each Company's rate base?

No. Mr. D'Angelo does not agree with my adjustments to remove the deferred storm
damage costs and storm reserve balances from each Company's rate base. On page
15 of his rebuttal testimony, Mr. D'Angelo states that storm damage expense
represents substantial expenditures made to maintain and restore safe and reasonable
service to customers and that the deferral and amortization of these expenditures
delays the Companies' recovery of these costs over a significant period of time. In
addition, Mr. D'Angelo states that the Companies' proposal to include deferred storm
damage costs in rate base and to earn a return on those amounts is no different than

earning a return on its cash working capital allowance in rate base.

Surrebuttal Testimony of Ralph C. Smith
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Should storm expenses be included in rate base?

No. As | stated in my direct testimony, deferred storm damage expenses should not
be included in rate base because such costs are operating expenses and not an
investment. In addition, the settlements reached in the 2014 FirstEnergy rate cases
provided that each Company's claim for deferred storm damage expenses shall be
amortized over a five-year period, beginning on the date the settlement rates became
effective. This results in a normal amount of storm damage expenses being
included in the revenue requirement each year. Nowhere in the settlements does it

state that the unamortized deferred storm damage costs shall be included in rate base.

Q. Please summarize your position on the Companies' proposal to include deferred

storm damage expense and storm reserve balances in rate base.

A. My position remains the same as discussed in my direct testimony whereby no

deferred storm damage expenses or storm reserve balances should be allowed in rate
base. Recovery of the Companies’ past storm expenses should continue be in
accordance with the five-year amortization period that was established in the
settlement agreements in the 2014 FirstEnergy rate cases, which does not provide

for rate base inclusion of such expenses.

Cash Working Capital — Removal of Requlatory Pre-Paid Cash Pension Contributions

Q. Will you be responding to Cash Working Capital related issues that are

addressed in FirstEnergy witness Jeffrey Adams rebuttal testimony?

Surrebuttal Testimony of Ralph C. Smith
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A. Yes. | will respond to one of the Cash Working Capital related issues that was

addressed in FirstEnergy witness Jeffrey Adams rebuttal testimony in this section of
my Surrebuttal Testimony. Specifically, I will respond to the Companies’ proposed
inclusion of unamortized cash pension contributions in each Company's cash

working capital allowance.

Q. At page 11 of his rebuttal testimony, FirstEnergy witness Adams claims that the
Commission has long recognized that prepayments are properly included in
utilities' cash working capital (""CWC"') requirements and that regulatory

prepaid cash pension contribution are included in CWC. Please respond.

A. As | stated in my direct testimony, no amount for Unamortized Cash Pension

Contributions was included in the Met-Ed or Penelec claim for CWC in Docket Nos.
R-00061366 and R-00061367, and the amounts of prepaid expenses allowed in
CWC in those cases were substantially lower and did not include any amounts for
Unamortized Cash Pension Contributions. The attempt by FirstEnergy to include
Unamortized Cash Pension Contributions in CWC in the current rate cases is not
authorized in any prior Commission orders that the Company has been able to
identify. Contrary to the Companies' claims, there is in fact no Commission
precedent that they have cited, much less a long-standing Commission precedent, for
including amounts for Unamortized Cash Pension Contributions in rate base as CWC

or prepayments.*

! The FirstEnergy Companies also proposed including unamortized cash pension contributions in CWC in the
2014 rate cases. In those prior proceedings, OCA recommended against including these amounts in CWC.
Since the 2014 rate cases were settled, this issue was not specifically addressed.

Surrebuttal Testimony of Ralph C. Smith
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I have reviewed the Order in the 2006 Met-Ed and Penelec rate case
proceeding as well as the Met-Ed and Penelec CWC filings and the OCA's testimony
on CWC in those dockets and find no inclusion in CWC of any line item for
Unamortized Cash Pension Contributions. Additionally, the amount of CWC that
FirstEnergy is claiming for Unamortized Cash Pension Contributions is grossly
disproportionate with the prepaid amounts that were included in the 2006 Met-Ed

and Penelec rate cases.

What amount of prepayments was requested by Met-Ed and Penelec in Docket
Nos. R-00061366 and R-000613677

According to Met-Ed Exhibit MJS-1, pages 1 and 14 of 14 in Docket Nos. R-
00061366, the total prepayments balance claimed by Met-Ed in that case was
$916,000. Moreover, the items included are Prepaid PaPUC Assessments, Prepaid
Property & Liability Insurance and Prepaid EEI dues. There was no inclusion of any
Unamortized Cash Pension Contributions.

Similarly, according to Met-Ed Exhibit MJS-1, pages 1 and 14 of 14 in
Docket No. R-00061367, the total prepayments balance claimed by Penelec in that
case was $932,000. Moreover, the items included are PaPUC Assessments, Prepaid
Property & Liability Insurance and Prepaid EEI dues. There was no inclusion of any
Unamortized Cash Pension Contributions.

In contrast, the amounts claimed for prepayments by FirstEnergy in the
current rate cases are grossly disproportionate to the prepaid amounts from the prior

Met-Ed and Penelec rate cases. The prepayment amounts would be comparable only

Surrebuttal Testimony of Ralph C. Smith
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with the exclusion of the FirstEnergy requested amounts for Unamortized Cash

Pension Contributions in the current rate cases.

You stated in your direct testimony that the Companies never received
authorization from the Commission to include unamortized cash pension
contributions in rate base as a component of CWC in the 2006 Met-Ed and
Penelec rate cases. In response to your assertion, on pages 11-12 of his rebuttal
testimony, Mr. Adams states that ""while the Commission did not explicitly
order the creation of a rate base item for regulatory pre-paid cash pension
contributions, the establishment of a ten-year amortization of pension expense

necessarily created a basis for a CWC claim.” In other words, Mr. Adams
stated that requiring Met-Ed and Penelec to recover approved pension expense
over a subsequent ten-year period created the need for this rate base item,
which is akin to a prepayment. Please respond.

As previously discussed in my direct testimony, to the extent that the Companies
proposed inclusion of unamortized cash pension contributions in rate base as a
component of CWC, it is based on the proposed use of a ten-year average of pension
funding contributions to determine a normalized pension expense in the 2006 Met-
Ed and Penelec rate cases (and also proposed in the current proceedings), that is not
a sufficient rationale for creating a new rate base item. In addition and as previously
discussed, a normalized O&M expense allowance, such as rate case expense or

pension expense, is not converted into a rate base investment. The use of a multi-

year period for amortization or normalization for such items does not result in the

Surrebuttal Testimony of Ralph C. Smith
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creation of a rate base balance that should earn a return. Therefore, | disagree with
Mr. Adams’ characterization of unamortized cash pension contributions being akin

to prepayments.

Q. What adjustments are needed to remove the Unamortized Cash Pension
Contributions from FirstEnergy’'s CWC requests in the current rate cases?

A The amounts that FirstEnergy claimed for Unamortized Cash Pension Contributions
in its April 28, 2016 filings are listed below (and shown on Schedule B-4, page 1,
line 27, of the revenue requirement exhibits filed with my direct and surrebuttal
testimonies for each of the four FirstEnergy utilities):

e $56.224 million for Met-Ed

e $82.609 million for Penelec

e $6.629 million for Penn Power, and
e $38.903 million for West Penn.

These amounts should be removed from CW(C in the current rate cases for the

reasons described in my direct testimony and above.

I11. CONTESTED OPERATAING INCOME ISSUES

Rate Case Expense
Q. What is FirstEnergy's rebuttal position concerning the rate case expense

amortization period?
A. FirstEnergy witness D'Angelo claims that the Companies' past filing frequency was

impacted by a rate cap or rate freeze, which limited its ability to file a base rate
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case.? He also cites limitations on cost recovery through the DSIC, and states that
FirstEnergy believes it is reasonable to assume that henceforth it will be filing rate

cases with increased frequency.

Are you revising your recommendation concerning the rate case expense
amortization period based on the FirstEnergy rebuttal concerning this?

No. As described in my direct testimony, FirstEnergy presented similar arguments in
the 2006 Met-Ed and Penelec base rate cases, and those arguments for a shorter
amortization period for rate case cost were rejected because the Companies had not
actually established a more frequent base rate case filing schedule. In Met-Ed's and
Penelec's 2006 base rate cases in Docket Nos. R-00061366 and R-00061367, Met-Ed
and Penelec had proposed a three-year recovery period for rate case expense. The

Commission's Final Order dated January 11, 2007 stated in part that:

... [R]ate caps prevented a rate case filing in the last decade;
however, a review of the filing frequency before the
implementation of the rate caps reveals that the Companies
had unusually long intervals between rate case filings. ...
Although it is convenient to use the rate caps as a justification
for an expedited recovery period, a three year recovery
period is unwarranted given ME's and PN's history of long
stay outs between rate case filings.

Second, the Companies assertion that there is a "'greater
likelihood™ of more frequent filings now that the rate caps
have expired is merely a statement of future intentions,
which is highly speculative. The Commission relies on
filing history because that history is the most reliable
barometer of when future rate cases will be filed. The
filing history of MEPN does not support a three year filing
cycle. The Companies' request to ignore those facts and

% See D'Angelo rebuttal testimony at page 17.
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instead rely on unpredictable future intentions must be
rejected.

Finally, the Companies' reliance on the PPL case is wholly
irrelevant because normalization periods are specific to
each company and are based on the historic frequency of
base rate case filings.

(Emphasis supplied.)

On page 17 of his rebuttal testimony, Mr. D'Angelo states that since the 2014
FirstEnergy rate cases were filed only 21 months ago, they are the most relevant
in terms of the frequency with which future rate cases will be filed. Please
respond.

Mr. D'Angelo points out that the 2014 FirstEnergy rate cases filed 21 months ago
were "discounted by being employed as a single data point in time in a multi-year
historic averaging approach.” As discussed in my direct testimony and noted above,
the Commission's Final Order in the above referenced prior dockets was dated
January 11, 2007, or over seven years from August 4, 2014, i.e., from the filing date
of the Companies' next rate case filings. In addition, Penn Power's last rate case
filing prior to 2014 was in Docket No. R-870732, filed August 5, 1987 and with the
Final Order issued May 3, 1988. Moreover, West Penn's last rate case filing prior to
2014 was in Docket No. R-00973981 with the Final Order issued November 19,
1998. Additionally, the Companies now have DSICs to recover qualifying
investment between rate cases. The implementation of additional cost recovery
mechanisms, such as a DSIC, should result in lengthening, not shortening, the
intervals between a utility's base rate cases. | continue to recommend that the

Companies’ claimed rate case expense be normalized over a period of five years.
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Q. Should the revenue adjustment for Phase 111 EE&C sales reductions be

matched with the interval being used for rate case expense normalization?

A. Yes. As | explained in my supplemental direct testimony, the derivation of the

revenue adjustment for Phase 111 EE&C sales reductions should be matched as
practical or feasible with the estimated rate case filing interval. Accordingly, my
supplemental direct testimony presented two calculations of the Phase 11l EE&C
revenue adjustments; one corresponding with the Companies' proposed two-year
amortization period for rate case expense and another corresponding with my

recommended five-year period.

Post Test Period Payroll Expense and Payroll Tax

Q. Does FirstEnergy contest adjustments made by OCA (and I&E) for removing
payroll increases and related benefits and payroll tax, for pay increases that

FirstEnergy projects would occur beyond the end of the FPFTY?

A Yes. FirstEnergy witness D'Angelo addresses this in his rebuttal testimony at pages

27-31. He claims that removing such pay increases is inconsistent with longstanding
Commission policy. He also disagrees with adjustments for payroll, benefits and
payroll taxes that | had recommended to coordinate the amounts recognized within

the FPFTY consistently with their occurrence during the FPFTY .

Surrebuttal Testimony of Ralph C. Smith
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Q. Do you agree with Mr. D'Angelo’s claim that excluding post-test year pay
increases occurring during or beyond the end of a FPFTY is inconsistent with

long-standing Commission policy?

A. No. I have been advised by OCA counsel that the long-standing Commission policy

referred to by Mr. D'Angelo relates to Commission precedent that was in place prior
to the enactment of Act 11. Specifically, prior to Act 11, utilities were permitted to
capture known expenses as far as six months beyond the end of a future test year
("FTY™) in a base rate case. The rationale was that under the FTY approach, rates
were developed using a timeframe that occurred prior to the new rates actually going
into effect. However, with the enactment of Act 11and the Companies now being
permitted to use a FPFTY, the need to look out further than the end of the test year to

capture known expenses has been eliminated.

Q. Why should pay increases that are projected to occur after a FPFTY be
excluded, and pay increases that are projected to occur during a FPFTY be
appropriately recognized only for the cost impacts that are projected to occur
during the FPFTY?

A. As | described in my direct testimony and above, in this case a FPFTY is being used
which corresponds to the first year of new rates. It is common in the utility industry
in this context to reflect rate base and expense adjustments on an average test year

basis. This is done in order to match the revenue requirement with the period

® See, e.g., Section |1 of my Surrebuttal Testimony, which addresses the application of the average test year
concept in the context of a FPFTY, which corresponds to the first year of new rates.
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covered by the first year of new rates. The situation where a FPFTY is being used to
match the first year of new rates is conceptually different than historical ratemaking
in Pennsylvania, where test years were used that ended prior to the effective date of
new rates. Under that traditional ratemaking treatment, where test years were being
used that were not fully forecasted, and where the test years did not match the rate
effective period, it was common to utilize annualizations, so that the utility's revenue
requirement would better match the cost of service during the first year of new rates.
However, with the use of a FPFTY, the projections extend into and cover the first
year of new rates. Annualizations extending beyond the end of a FPFTY would
result in over collections of the utility's costs during the first year of new rates, since
such cost increases do not occur until later. For pay increases, the appropriate
method to match the impact on the FPFTY cost of service is to reflect a proration of
the amount of expense that will be incurred during the FPFTY. This properly
matches the expense to be incurred in the FPFTY with the revenue requirement for
the first year of new rates. Going beyond that, as FirstEnergy proposes, will

overstate the revenue requirement during the first year of new rates.

Did Mr. D'Angelo address the concept of annualization in the context of your
recommendation to prorate pay increases projected to occur during the
FPFTY, but only for the cost impacts that are projected to occur during the
FPFTY?

Yes. On page 23 (lines 4-6) of his rebuttal testimony, Mr. D'Angelo states that

annualization is a well-established practice that is consistently employed to properly

Surrebuttal Testimony of Ralph C. Smith
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reflect the effect of such increases in developing an annual revenue requirement. As
an example, Mr. D'Angelo stated that the Companies annualized revenues to end-of-

FPFTY levels and that I did not challenge the Companies’ annualization of revenues.

Please respond.

First of all, I point out that Mr. D'Angelo stated that the Companies' annualized
revenues to end of FPFTY levels, not beyond FPFTY levels. However, further
investigation has revealed that the Companies annualized revenue decreases for the
Phase 11l EE&C Plans to reflect May 2021 annualized impacts, which, as | have
pointed out in my supplemental direct testimony, creates a significant mismatch with

the 2017 FPFTY.*

Q. Please summarize your recommendations concerning pay increases, and the
related impacts on benefits and payroll taxes.

A. Pay increases that are projected to occur beyond the end of the FPFTY should be
excluded from the revenue requirement for the FPFTY. Pay increases that are
projected to occur during the FPFTY should be prorated according to when they are
forecast to occur and the expense that falls within the FPFTY should be reflected,
but the expense increases that occur in periods beyond the end of the FPFTY should
be excluded. This properly reflects the expenses in the FPFTY. The related impacts

on benefits and payroll taxes should be treated similarly.

* See the Supplemental Direct Testimony of Ralph C. Smith that was served on August 17, 2016.
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Pension Expense

Q.

What do the FirstEnergy Companies recommend in their rebuttal testimony
concerning pension expense?

As Mr. D'Angelo discusses in his rebuttal testimony, the FirstEnergy Companies
continue to propose that pension expense be based on a ten-year average of cash
funding contributions.® The Companies' position appears to be heavily reliant upon
the Commission accepting a ten-year average of cash contributions approach in the

2006 Met-Ed and Penelec rate cases.

Is a ten-year historic average for pension costs an extreme ratemaking
treatment?

Yes. The use of an historical average and one as long as ten years for pension
expense is an extreme ratemaking treatment. | have never seen this extreme
approach to pension expense used anywhere other than in the 2006 Met-Ed and

Penelec rate cases.

Was that extreme approach to utility pension expense in the 2006 Met-Ed and
Penelec rate cases supposed to establish how pension expense should be treated
in future rate cases?

No. It does not appear so. Moreover, the 2006 Met-Ed and Penelec rate case

treatment does not apply to Penn Power or to West Penn. The Companies have

> See, e.g., D'Angelo Rebuttal Testimony , pages 18-21.
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failed to show that the extreme ten-year average approach to utility pension expense
has been used by the Commission for any other Pennsylvania utility since those

orders in the 2006 Met-Ed and Penelec rate cases.

In your experience, what is the most common method of reflecting pension
expense for ratemaking purposes?

In my experience, the most common method of reflecting pension expense for
ratemaking purposes is based on generally accepted accounting principle ("GAAP")
based accruals, based on Statement of Financial Accounting Standards No. 87 ("FAS

87").

Are you categorically opposed to using a cash funding approach for pension
expense?

No. A cash funding approach for pension expense appears to be used in a small
minority of states. However, in my experience where the cash funding approach is
used for pension expense, the use is based on contributions over a period much
shorter than ten years. The ten-year period recommended by FirstEnergy in the
current rate cases appears to be an extreme position. In my experience, | am not
aware of any other utility rate case other than the 2006 Met-Ed and Penelec cases in
which an extremely long ten-year average was used for determining the utility
allowance for pension expense. If an average of cash funding contributions were to

be used in the current case, the average should be shorter than ten years.
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Please summarize your recommendation concerning pension expense.

As | described in my direct testimony and above, | recommend that pension expense
for ratemaking be based on the FAS 87 accrual amounts. Using a ten-year average
of historical funding contributions is inconsistent with how the FirstEnergy utilities
budget for pension cost, whereas using the FAS 87 accrual amounts is consistent
with FirstEnergy's budgeting for pension cost. The FirstEnergy utilities’ budgets for
pensions reflect the SFAS 87 accrual method. FirstEnergy also uses the accrual
accounting for its actual pension costs. The use of the FAS 87 amounts is consistent
with GAAP and will produce reasonable cost recovery of pension expense in a fair
manner and one which is consistent with how pension expense is recovered for other
FirstEnergy utilities in states such as Maryland and West Virginia, and consistent
with my understanding of the method most commonly used for utility pension

expense in the majority of jurisdictions.

Other Post-Employment Benefits

Q.

What do the FirstEnergy Companies recommend in their rebuttal testimony
concerning Other Post Employment Benefits (""OPEB'") expense?

The Companies continue to request that recovery of OPEB expense focusing only on
the service cost component of OPEB costs per Statement of Financial Accounting
Standards No. 106 ("FAS 106"). At pages 25-27 of his rebuttal testimony, Mr.
D'Angelo mentions that in Met-Ed's and Penelec's 2006 rate cases, the Commission
used only the service cost component of FAS 106. He claims that the Companies'

budgets for OPEB cost and its GAAP accounting for OPEB costs should not be used
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because the FAS 106 amounts include the effect of a number of factors. He also

claims it would be unfair to switch methodologies.

Does basing the ratemaking recognition of OPEB costs on only the service cost
component of FAS 106 match the benefit cost to the cost that is actually
occurring during the FPFTY?

No, it does not. In fact, it does just the opposite. Use of the service cost component
only, and not the full FAS 106 amount, will virtually assure that there is a mis-match
between the ratemaking cost for the OPEBs and the cost that is actually occurring,
which is based on the full FAS 106 amount that is recorded in accordance with
GAAP. Focusing only on one component of FAS 106 -- the service cost component
— as FirstEnergy proposes here, is uncommon in utility regulation and is one-sided.
Using only the service cost component, as proposed by FirstEnergy as a ratemaking
methodology, is unfair and unbalanced because it only reflects one component which

will virtually always have a positive cost.

Is it fair to use FAS 106 amount for ratemaking?

Yes. FirstEnergy calculates and reports OPEB expense in accordance with FAS 106,
which is consistent with GAAP. The recognition of OPEB expense using FAS 106
in my experience is common in the utility industry. Using the same method for
OPEB cost recognition (i.e., FAS 106) and for ratemaking purposes is fair and

reasonable.
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Mr. D'Angelo states in his rebuttal at (page 27, line 6) that "'to switch
methodologies in this case would be patently unfair."" Please respond.
First, this comment by Mr. D'Angelo does not apply to Penn Power or West Penn, as
the use of this unusual method for recognizing OPEB costs for ratemaking was only
approved for Met-Ed and Penelec and only in their 2006 rate cases.

Moreover, as it applies to Met-Ed and Penelec (as well as to Penn Power and
West Penn), as explained above, it is certainly fair to use the same method for
ratemaking, FAS 106, that is used for accounting and budgeting purposes.

Furthermore, the failure to recognize the other components of FAS 106 cost
and to focus only on the service cost component, misstates the accounting cost.

Additionally, the full adoption of FAS 106 as the ratemaking basis for
recognizing utility OPEB expense appears to be anticipated by the Commission's
statement of policy at 52 Pa. Code 8 69.351 which addresses the Implementation of
Statement of Financial Accounting Standards for Rule No. 106 (SFAS 106) for
ratemaking purposes and indicates that: "The Commission intends to move
jurisdictional utilities to SFAS 106 accrual accounting for ratemaking purposes
within approximately 5 years and to allow the recovery in base rates of deferred
amounts in approximately 20 years, to the extent that OPEB costs are prudently
incurred and examined for reasonableness in a base rate proceeding prior to rate
recognition." The use of FAS 106 in the current FirstEnergy Companies rate cases is
consistent with that time frame.

SFAS 106 was adopted as part of GAAP in December 1990. As noted in §

69.351, the Implementation of Statement of Financial Accounting Standards for Rule
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No. 106 statement of policy states that: “Effective with financial statements for
fiscal years beginning after December 15, 1992, SFAS 106 provides the generally
accepted accounting principles to be used by large companies in accounting for post-
retirement benefits other than pensions (OPEBSs).” No one in the current case is
disputing that FirstEnergy's OPEB costs as determined under FAS 106 are prudently
incurred or that such OPEB costs are properly accounted for under FAS 106. The
Commission has stated that it intends to move its jurisdictional utilities to SFAS 106
accrual accounting for ratemaking purposes. The current FirstEnergy rate cases
present a good opportunity for the Commission to fully implement the FAS 106

accounting for ratemaking purposes for these FirstEnergy utilities.

Please summarize your recommendation concerning the recognition of OPEB
expense in the current FirstEnergy rate cases.

As | described in my direct testimony and above, and in accordance with the
Commission's statement of policy in § 69.351, FAS 106 accrual accounting should
be used for the recognition of OPEB expenses in the current rate cases. The use of
full FAS 106 accrual accounting for OPEBs is consistent with how the FirstEnergy
utilities budget for and account for their OPEB costs and is consistent with the
guidance provided in the Commission's 8 69.351 statement of policy, which stated
that it intends to move its jurisdictional utilities to FAS 106 accrual accounting for

ratemaking purposes.
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Incentive Compensation

Q.

Have you revised your position with respect to your recommendations
regarding the treatment of incentive compensation as a result of FirstEnergy's
rebuttal testimony?

No. For the reasons previously discussed in my direct testimony, | have not revised
my position with respect to my recommendations regarding the treatment of
incentive compensation for ratemaking purposes. For purposes of this discussion,
incentive compensation for the FirstEnergy Companies includes the following three
components: (1) Short-Term Incentive Plan ("STIP"), (2) stock-based compensation,
or Long-Term Incentive Plan ("LTIP), and (3) Supplemental Executive Retirement
Plan ("SERP"). As discussed in my direct testimony, | recommend adjusting the
STIP expense allowed in rates to exclude 30% of the compensation amounts paid to
non-bargaining employees that are directly associated with meeting the Companies'
financial performance goals (i.e., Operating EPS). In addition, | recommend
excluding from rates 100% of stock-based compensation, which includes Cash-
Based Performance-Adjusted RSU® awards and Stock-Based Performance-Adjusted

RSU awards, as well as the exclusion of 100% of SERP expense.

Did the Companies agree with your proposed adjustments to each component of
incentive compensation expense?
No. As discussed in the rebuttal testimony of Companies' witness Christine Walker,

the Companies oppose my proposed adjustments to each component of incentive

® RSUs are restricted stock units.
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compensation expense. Specifically, Ms. Walker stated that all compensation
expenses are a normal and reasonable cost of doing business and that the use of
financial related key performance indicators ("KPIs") does not warrant the

disallowance of these costs.

On page 7 of her rebuttal testimony, Ms. Walker stated that the Companies no
longer base any portion of LTIP compensation on stock price. Is her statement
consistent with the provisions stated in the 2015 FirstEnergy Executive
Compensation and Benefits Overview that the Companies provided in response
to OCA discovery?

The 2015 FirstEnergy Executive Compensation and Benefits Overview, which was
provided as a confidential attachment in the response to OCA-I1-43, states in part the

following under the heading "Performance-Adjusted RSU Grants" (page 41 of 130):

[BEGIN CONFIDENTIAL]

[END CONFIDENTIAL]

In addition, on page 42 of the 2015 Executive Compensation and Benefits Overview
under the heading "Payment of LTIP", it states in part:

[BEGIN CONFIDENTIAL]
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Q. Ms. Walker argues that if the expenses associated with the STIP, LTIP and
SERP are eliminated, the Companies would no longer offer a competitive
compensation package and could not attract and retain employees and/or it
would be necessary to increase base salaries to prevent talent attrition to
competing employers. Please respond.

A. | am not proposing that the STIP, LTIP and SERP be eliminated. My position is that
the Companies’ ratepayers should not bear the costs of these incentive compensation
plans that are related to shareholder goals and which are tied to shareholder benefits.
Therefore, my recommendation is that these costs be excluded from base rates, not
that the incentive plans be eliminated. For the reasons discussed in my direct
testimony and above, | continue to recommend that the portion of the STIP that
relates to Operating EPS (i.e., 30%) be excluded from base rates. In addition, |

recommend that 100% of LTIP and SERP costs be excluded from base rates.
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Depreciation Expense

Q.

Did Companies witness Spanos agree with the portion of your depreciation
expense adjustment that was based on using average plant balances?

No, he did not.

Has OCA witness Garren changed his recommended depreciation rates as a
result of the Companies' rebuttal?

No, as stated in his surrebuttal testimony.

Are you still recommending that the depreciation expense allowance be based
on applying the depreciation rates sponsored by OCA witness Garren to
average FPFTY plant?

Yes, consistent with applying the average test year approach to the FPFTY as

described in a previous section of this testimony and in my direct testimony.

Have you included an additional page in the depreciation expense schedules to
show what the adjustment to depreciation expense would be if the depreciation
rates recommended by OCA witness Garren were applied to December 31, 2017
FPFTY year-end plant?

Yes. Schedule C-1, page 4 (page 5 for Penelec) of Exhibits LA-ME-3, LA-PN-3,

LA-PP-3 and LA-WP-3, shows for informational purposes what the adjustment to
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depreciation expense would be if OCA witness Garren's recommended depreciation

rates were applied to 2017 FPFTY end-of-year plant.

Miscellaneous Expenses

Q. Have you revised your position on the miscellaneous expenses that you
recommended be removed from cost of service as a result of FirstEnergy's

rebuttal testimony?

A. No. As I discussed in my direct testimony, the Companies have budgeted certain

miscellaneous expenses’ that are discretionary and the Companies have not
demonstrated that inclusion of such costs in operating expenses are necessary for the
provision of safe and reliable electric service. As such, the expenses should be

removed for ratemaking purposes.

Affiliate Aircraft Expense

Q. Have you revised your position on affiliate aircraft expense as a result of

FirstEnergy’'s rebuttal testimony?

A. Yes. Upon reviewing Mr. D'Angelo’s rebuttal testimony regarding affiliate aircraft

expense, | have removed the affiliate aircraft expense adjustment.

" These miscellaneous expenses include employee gifts, awards, luncheons and dinners, picnics, golf outings,
baseball games, basketball games and tickets for athletic events.
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Act 40 of 2016

Q.

Have you revised your recommended ratemaking treatment pursuant to Act 40
of 2016 (**Act 40™) as a result of FirstEnergy's rebuttal testimony?

Yes, but only in part. Specifically, as discussed on pages 94-95 of my direct
testimony and reflected on Schedule E from Exhibits LA-ME-1, LA-PN-1, and LA-
PP-1®, which were submitted in conjunction with my direct testimony, | had applied
the gross revenue conversion factor ("GRCF") for each of the Companies to convert
the amount of federal income tax savings resulting from each Company's
consolidated tax adjustment ("CTA") into a revenue use amount. However, upon
reviewing Mr. D'Angelo’s rebuttal testimony at pages 38-39, | agree that the revenue
use amount would be taxable income to the Companies and therefore, the ratepayer-
provided funds available to the Companies should not be "grossed up™ in
determining the net additional ratepayer-provided funds that are available for use in

funding infrastructure and for general corporate purposes.

What amounts of revenue requirement increase result from eliminating the
CTA?

The revenue requirements of Met-Ed, Penelec andPenn Power have been increased
by the following amounts in the current rate cases as a result of the elimination of the

CTA:®

& Act 40 does not apply to West Penn.

® West Penn did not have a CTA so the elimination of the CTA did not result in increasing West Penn's
revenue requirement in the current rate cases.
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Line Penn

No. [Description Met-Ed Penelec Power Total

1 |Jurisdictional Adjustment for Consolidated TaxSavings | $(16,384,389)| $ (6,635,898)( $(4,904,519)( $ (27,924,806)
2 |Gross Revenue Conversion Factor 1.81613 1.81609 1.81600

3 |Revenue Requirement Impact $(29,756,132) $(12,051,408)| $(8,906,622)| $ (50,714,162)

Notes and Source
Line 1: OCA-VII-2
Line 2: Schedule A-1
Line 3: Line 1 xLine 2

The amounts in the table above reflect the impacts without any recognition for

ratemaking purposes of the additional funds that are being provided to the

FirstEnergy Companies as a result of not reflecting any CTA, or any benefit to

customers from the ratepayer-provided funds.

Should the $50.7 million in additional funds that are being provided to the

FirstEnergy Companies as a result of Act 40 be recognized for ratemaking

purposes?

Yes. Pursuant to Section 1301.1 of Act 40, the additional ratepayer-provided funds

are to be used as follows: 50% for infrastructure spending and 50% for general

corporate purposes. As | explained in my direct testimony, the use of those

ratepayer-provided funds is for utility purposes. When ratepayers provide funds to a

utility, the utility does not have to obtain such funds from investors.

Other than removing the impacts of **grossing up** the Companies’ federal

income tax savings, have you otherwise revised your position concerning your

recommended ratemaking treatment pursuant to Act 40 as a result of Mr.

D'Angelo’s rebuttal testimony?
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A No. Other than removing the impacts of grossing up the Companies’ federal income

tax savings to compute the net additional funds being provided by ratepayers, | have
not revised my position. | disagree with Mr. D'Angelo’s characterization of what
should be done with the additional ratepayer-provided funding for ratemaking
purposes pursuant to Act 40. As shown on pages 1 and 2 of Schedule E-1, from
surrebuttal Exhibits LA-ME-3, LA-PN-3 and LA-PP-3, after removing the impacts
of grossing up each Company's federal income tax savings, my revised adjustments
to rate base that relate to (1) 50% to support infrastructure related to rate base
eligible capital investment, and (2) 50% for "General Corporate Purposes” applied as

ratepayer provided support are as follows:

General
Infrastructure| Corporate
Company Spending Purposes Total
Met-Ed $  (3,754,756)| $(3,754,756)| $ (7,509,512)
Penelec $  (1,520,727)| $(1,520,727)| $ (3,041,453)
Penn Power $  (1,123,952)| $(1,123,952)| $ (2,247,905)
Total $ (6,399,435)( $(6,399,435)[ $ (12,798,869)
Note: The amounts above reflect the average FPFTY impacts

It should be noted that the revenue requirement impacts of the adjustments shown in
the table above are less than the revenue requirement impacts that would result from

consolidated tax savings adjustments being reflected for ratemaking purposes.

Reflection of ADIT in Utility Infrastructure Surcharge Mechanisms (such as DSICs)

Q. Did Companies witness D'Angelo agree with your recommendation to reflect
Accumulated Deferred Income Taxes (""ADIT"") on the eligible property for

which fixed costs may be recovered through the DSIC?
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A No. As discussed on pages 40-43 of his rebuttal testimony, Mr. D'Angelo does not

agree with my recommendation that ADIT should be reflected on the eligible

property for which fixed costs may be recovered through the DSIC.

Q. Have you revised your position on this issue as a result of FirstEnergy's rebuttal
testimony?
A. No. | continue to recommend that the DSIC tariff rider for each FirstEnergy

Company be amended to include the reflection of ADIT in the surcharge calculation

and that the ADIT be reflected in all future FirstEnergy utility DSIC rates.

Does this conclude your Surrebuttal Testimony?

A. Yes, it does.
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Metropolitan Edison Company
Docket No. R-2016-2537349
Exhibit LA-ME-3
Revenue Requirement and Adjustment Schedules
Accompanying the Direct Testimony of Ralph Smith
No. of Applies to This
Number |Description Pages Revised Confidential Utility Page No.
Revenue Requirement Summary Schedules
A Calculation of Revenue Deficiency (Sufficiency) 2 Yes No Yes 2-3
A-1__|Gross Revenue Conversion Factor 1 Yes No Yes 4
B Adjusted Rate Base 1 Yes No Yes 5
B.1  [Summary of Rate Base Adjustments 1 Yes No Yes 6
C Adjusted Net Operating Income 1 Yes No Yes 7
C.1  [Summary of Net Operating Income Adjustments 2 Yes No Yes 8-9
D Capital Structure and Cost Rates 1 No No Yes 10
Rate Base Adjustments
B-1 |Average FPFTY Rate Base 1 No No Yes 11
B-2  |Deferred Storm Damage Expense 1 No No Yes 12
B-3  |Accumulated Depreciation Related to Depreciation Expense at Proposed Rates 1 No No Yes 13
B-4 |Cash Working Capital 2 Yes No Yes 14-15
Net Operating Income Adjustments
C-1 |Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances 4 No No Yes 16-19
C-2  |Miscelleneous Expenses 1 No No Yes 20
C-3  |Incentive Compensation Expense 1 No No Yes 21
C-4  |Stock-Based Compensation Expense 1 No No Yes 22
C-5 |Supplemental Executive Retirement Plan (SERP) Expense 1 No No Yes 23
C-6  |Payroll Expense 1 No No Yes 24
C-7 |Payroll Tax Expense 1 No No Yes 25
C-8 |Employee Benefits 1 No No Yes 26
C-9 |Pension Expense 1 No No Yes 27
C-10 [Post Retirement Benefits Other Than Pensions (OPEB) 1 No No Yes 28
C-11 [Affiliate Aircraft Expense 1 Yes No Yes 29
C-12 [Rate Case Expense 1 No No Yes 30
C-13 [Interest Synchronization 1 Yes No Yes 31
E Consolidated Tax Savings 3 Yes Yes Yes 32-34
E-1 [Application of Act 40 Revenue Use Differential 2 Yes No Yes 35-36
Total Pages (including Contents page)| 36
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Exhibit LA-ME-3

Revenue Requirement Reconciliation Schedule A
Docket No. R-2016-2537349
Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 2
(Thousands of Dollars) Revised
OCA
Revenue
Schedule OCA OCA Requirement
Description Reference Component Adjustments Multiplier Amount
@) (B) ©)
D ROR Difference -0.8950%
Rate Base A-1 GRCF X 1.81613
Rate Base per Met-Ed's Filing B $ 1,405,890 -1.625% $ (22,852)
D Rate of Return 7.246%
Effect of OCA Adjustments to Rate Base A-1 GRCF X 1.816127
Average FPFTY Rate Base B-1 $ 11,006 13.16% $ 1,448
Deferred Storm Damage Expense B-2 $ (44,319) 13.16% $ (5,832)
Accumulated Depreciation Related to Depreciation Expense at Proposed Rates B-3 $ 8,795 13.16% $ 1,157
Cash Working Capital B-4 $ (57.679) 13.16% $ (7,590)
Application of Act 40 Revenue Use Differential E-1 $ (7,510) 13.16% $ (988)
Total OCA Rate Base Adjustments $ (89,706)
OCA Adjusted Original Cost Rate Base B $ 1,316,184
Net Operating Income Pre-Tax Net Operating OCA
Operating Income IncomeAmount GRCF
Effect of OCA Adjustments on NOI Amount SchC.1 Sch. A-1
Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances C-1 $ (17,590) $ 10,291 1.81613 $ (18,690)
Miscelleneous Expenses C-2 $ (13) $ 8 1.81613 $ (14)
Incentive Compensation Expense C-3 $ (522) $ 306 1.81613 $ (555)
Stock-Based Compensation Expense C-4 $ (2,181) $ 1,276 1.81613 $ (2,317)
Supplemental Executive Retirement Plan (SERP) Expense C-5 $ (158) $ 92 1.81613 $ (168)
Payroll Expense C-6 $ (1,117) $ 653 1.81613 $ (1,186)
Payroll Tax Expense C-7 $ (114) $ 67 1.81613 $ (122)
Employee Benefits C-8 $ (106) $ 62 1.81613 $ (112)
Pension Expense Cc-9 $ (10,436) $ 6,105 1.81613 $ (11,088)
Post Retirement Benefits Other Than Pensions (OPEB) C-10 $ (2,682) $ 1,569 1.81613 $ (2,850)
Affiliate Aircraft Expense C-11 $ - $ - 1.81613 $ -
Rate Case Expense C-12 $ (164) $ 96 1.81613 $ (175)
Interest Synchronization C-13 $ - $ 951) 1.81613 $ 1,726
Revenue Normalization Related to Phase Il EE&C Plan 5-Year Average of Usage Reductions Exh. LA-ME-2* $ - $ 2,284 1.81613 $ (4,148)
Total OCA Adjustments to Operating Income Cl1 $ (35,084) $ 21,859
Net Operating Income per Company Filing C $ 40,253
OCA Adjusted Net Operating Income C $ 62,112
Gross Revenue Conversion Factor Difference:
Per OCA A-1 1.81613
Per Company A-1 1.81613
Difference 0.000000
Company Adjusted NOI Deficiency A $ 74,209
GRCF Difference $ -
OCA REVENUE REQUIREMENT ADJUSTMENTS ABOVE $ (74,356)
Company Requested Base Rate Revenues A $ 134,773
Reconciled Revenue Requirement $ 60,417
Revenue Requirement Calculated on Schedule A A $ 60,402
Unidentified Difference $ 15
Unidentified Difference as percent of OCA base rate revenue increase 0.02%

36

Notes and Source

Pre-tax return computed using Gross Revenue Conversion Factor

*Exhibit LA-ME-2 was filed in conjunction with the Supplemental Direct Testimony of OCA witness Ralph C. Smith that was served on August 17, 2016.
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Exhibit LA-ME-3
Schedule A-1
Docket No. R-2016-2537349

Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
Revised
(Thousands of Dollars)
Company Effective
Company Proposed Company Current Revised
Line Proposed Derived Proposed as Income Tax OCA
No. Description Amounts Percentages Percentages Rate Proposed
(A) (B) © (BI) D)
1 Gross Revenue N 134,773 100.00000% 100.00000%
2 Taxes Other Than Income $ 7,934 5.89% 5.886900% 5.88690%
3 Taxable Income N 126,839 94.11310% 94.11310%
4 State Income Taxes S 12,671 9.99% 9.40170% 9.99% 9.40171%
5 Income Before Federal Income Taxes $ 114,168 84.71140% 84.71139%
6 Federal Income Taxes $ 39,959 35.00% 29.64920% 35.00% 29.64916%
7 Change in Net Operating Income $ 74,209 55.06220% 55.06223%
8 Gross Revenue Conversion Factor 1.81613 1.81613 1.81613
Notes and Source
Col. A: Met-Ed Exhibit RAD-2, Page 6
Col. B:  Derived from Column A
Components of Revenue Requirement Increase
Met-Ed Percent OCA Percent
9 Net Income N 74,209 55.06% § 33,259 55.06223%
10 Taxes Other Than Income $ 7,934 589% $ 3,556 5.88690%
11 Current State Income Taxes $ 12,671 9.40% $ 5,679 9.40171%
12 Current Federal Income Taxes $ 39,959 29.65% $ 17,909 29.64916%
13 Total Revenue Increase $ 134,773 100.00% $ 60,403 100.0000%
14 Total Revenue Increase (From Schedule A) $ 60,402



Exhibit LA-ME-3
Page 5 of 36

1°€ SMpaYos €100
1-aV¥ 1quxd PI-PI V(0D

90INOS pue SAON

$81°91€°T $  (90L°68) §  068°S0F°T $ aseq ajey [e10L 0T
(Ses°Tsh) $  8IS8I §  (€S0°1LY) $ suononpaq aseg ayey [e101 61
(ssL€) $  (SSL©) $ - $ JuowysoAu] [eyrde) aImonrseljuy 103 [BIIUSISJIIC S[) dNUOAIY 81
(LL8) $ 00l $  (9L6) $ (sexe[ Jo 19N) searesay Sunerdy L]
(8z¥°Tey) $ €LITC $  (109%¥1) $ uoneroa1da(] pazI[erdqr - SSXE], AWOOU] PaLIdfe( PAILMUNDY 9]
- $ - $ - $ uonoNNsu0)) I0J SAOUBAPY Iawo)sn)) ST
(9Lv'sD) $ - $  (9L¥°sD) $ spisoda( Jowosn)y 4l
-suolilonpag
880°8¢€1 $  (ST€'06) §  €I¥'8TC $ aseg a1ey 0] SUOIIPPY |e10L €1
- $  (61LFE) $  6ILPE $ a3ewe( WIO)S paisya( 4!
0ve1s $ 8T8 $  TISSP $ SIQPN A0B3o] 1
pIEEl $ - $  pIgEl $ SOLIOJUSAUT SN 01
SEVEL $  (€ev19) $  898PEl $ [ende)) SuIop Yyse) 6
suonippy
1€9°0€9°T $  (668°L1) $  0£S'8Y9°T $ Jue[d STHIATH 1N 8
(680°¢8L) § 0T6°€E $  (600°L18) $ SAIRSIY UONRZIIOWY puE Uoleroaldd( [0
- $ - $ Kyodoig papnjoxg L
- $ - $ - S 9s() a1, 10 P[oH Jue[d 9
(680°¢8L) $ 0T6°cE $  (600°L18) $ 9J1AISS UT JUB[] S
19AJ9S9Y UoIleziIowWY pue uoieldaidaqg
0TL €IV T $  (618°19) $  6€5°S9¥T $ Jue[d ORI [EIOL 12
- % - % - % mm@uwo.ﬂm Qq M.HOB EOEoEquOU m
- $ - $ - $ 9s() ommn,{ 10 P[oH Jue[d 4
0TLETIFT $  (618°19) $  6£S°59¥T $ 9J1AIOG UT JUB[] I
9JIAJ3S Ul Jue|d 21413913
)] () (V)
pasodoiq syuousnipy pasodoig uonduoseq "ON
VOO0 VD0 Auedwo) oury
PasIASY (sxe[[0( JO Sspuesnoy])
[ Jo | a3ed LTOT/1€/T1 Papug Jea X 383 2 payosfoid A[nyg
6V€LEST-910T-Y "ON 100
m oﬁﬁﬁwﬂom ®mmm BNM Uoums._‘ﬁaﬂ

€-HN-VT HqIyxy

Auedwo)) uosipyg ueyrjodonoj



Exhibit LA-ME-3
Page 6 of 36

(015°L) § (6L9°LS) $ S6L8 § (6I1€Y) $ 900°11 §  (90L°63) S aseg aey @101l 0T
(SSL°€) $ - $ - $ - $ €LT°TT $  8IS8I $ suononpaq aseg a1ey [e101 61
AmmhﬁmV m AWWB.MV m JUIUIISIAU] _.mtmmo AInjdnrselyuy J0J [IIUSIJJI(T 9S[) INUIAY ST
001 $ 001 $ (soxe] Jo JoN) soatesdy Sunendg L]
mwﬁﬁNN m MBTNN m Goﬁ.m_ou‘aoﬁ_ PIZIjeIdqIT - SOXB ], SWOIU] PALIJI(J paje[nuunddy 91
- % EOEoEumCOU J0J SaduURAPY Jowoisny) Sl
- m wtmomuh— Jowolisny) 4!
suonaonpasg
(55L°€) § (6L9°LS) S - § (61€vh) $ 8T SI §  (STE06) $ asegd ajey 0} SUOIIPPY [€10L €1
(61€h) $ 0096 $  (61L%¢) $ oFewe( WIO)S paLjed Tl
878G $  8T8'S $ SIOPN AoB3T [
- m SALIOJUSAU] SN 0l
(ssL¢) $ (6L9°LS) $ (€€¥°'19) S [ende) Sunpom ysed 6
suonippy
- $ - $ S6L8 § - $ STI'ST §  0T6°¢E $ 9AIOSOY UOHEZIOWY pue uoneoerdd( B0l 8
- $ Kyrodoig papnjoxyg L
- m S aImnyg 10 P[oH Iue[d 9
S6L°S $ (YANY4 $ oze'ee $ Qg uIuRl S
:9AJ3S3Y uonezijowy pue :o_um_owhamn_
- $ - s - $ - S (618°1S) §  (618°1S) $ Jue[d OLIOJ[F [EOL
- % mmm.ﬁwounm ur JIoM ﬁoﬁu:.:mﬁOU €
- m 9s) aInmn, 104 pJoH Iue[d e
(618°15) $  (618°19) S IARg ULued |
90IAJBS Ul Jue|d \Q. N
PISIAY PISIAY
-4 v-d ¢-d d -4
TenuaIdIq —ﬁﬁn_ﬁo ﬁoﬁﬁooHQQQ Omﬁmaxm mwﬁgmﬂ ased Ay wuﬁoguwﬁ.—.ﬁ< vOO0 COEQEOmuQ ‘ON
S ANUIAY wﬁ:vﬂuo AN ﬂwﬁU paje[nunddy wI01S PaLIRg ALAdA uwﬁuu>< urg
ov PV
Jo uonjeoriddy
pasiaoy (sxe[jo Jo spuesnoyy)
[Jo [ o8ed LT0T/1€/T1 POPUH Ted X 159, oxminyg pajosford A[ng

6¥ELEST-910C- "ON 193900
['d 9[mpayog
€-HN-VT HqIuxg

oseq dyey 0} syueunsnipy jo Areurung
Kuedwo)) uosipyg ueyrjodonojn



Exhibit LA-ME-3
Page 7 of 36

gD+ V10D :D10D
['D9mMmpaydos g0
CAVANQIUXg PN (V10D

90INOS pUB SAJON

TLE'S6 $  6STce i) $  6S8°1C $  €STOY $ swoou Bunesedo €T
067'22€ $ w12 $ 9ve's6e $  (956'LT) $  20E'eTe $ sesuadx3 Bunedado [e101 7T
765°06 §  88S°¢T $  $00°L9 §  8TI'LI $  SL86Y $ asusdx3 xel [e10l 1T
(TLE) $ (TLE) $ (TLE) $ FIPAI) XB [, JUSUISOAU] 0T
- % - m - % vuﬁum -XeJ, DEOOC.— UQ.ED,«QQ mﬁ
196°C1 $ 196°CT $ - $  19sTI $ [IOPA] - XB], SWOOU] ParIdfo( 81
€LY Y $  606°LI $  $9s°€T $  P00°ET $ 09501 $ JUDLINY - XB], SWOOU] dJe}g L1
0€6°9¢ $  6L9°C $  ISTIE $ vy $  LTLT $ JUDLINY) - XB], SWOOU] [e10Pd] 91
:Saxe ] swodu|
¥96°S81 $  L¥89¢ §  LIT6CI §  L86'8¢ $  0€1°06 $ xe] aJojag awoou] Bunessdo ST
868°1€C §  9s¢°¢ §  THE'8TT $  ($80°5€) §  LTHE9T $ xe[ a1ojog asuadxg Sunerod) 1
¥16°9C §  9ss'¢ §  8sg€T $ PID $ TLv'ee $ Qwoou[ UYL PYIQ SOXEL €]
S6E£°TE $ S6E£°TE $ - $  segTe $ uonezIowry [
0r1°89 $ 0189 $  (065°LT) $  0cL's8 $ [enmoy - uoneroardo@ 1
Y881 $ ¥88F1 $  (81591) $  cor'ie $ osuadx{ [eIOURD) 729 SATIRIISUILIPY (]
108°61 $ 108°61 $ (28 $ €881 $ UOTJEULIOJU] 79 9OTAIOS JOWOISN) 6
TLL'TT $ TLL'TT $ (8LD) $  0S0°€T $ SJUNOJOY/ IOWIOISNY) 8
66°9t $ 66°9t $  (209) $  vev'Ly $ uonnquisiq L
- $ - $ - $ - $ (DLd) eredwo) 03 ooLIJ 9
sasuadx3 Buneasdo
T98°LTY $ €009 $  6SHLSE §  €06°€ §  9557ese $ onuaAsy Sunedo [el0L ¢
ST9°81 $ - $  ST9°8I $ onuaAsy Sunerndo PO
- m - % - % Eﬁmox ho,w mﬁﬁw ¢
- $ - $ - $ oNUAASY SVIS T
¥€8°8¢€€ $  €06°€ $  IE6vEe $ So[eg [1ejoy I
sanuanay Buneaado
(€)] (@ (D) (a) (V)
9seaIou] d3uey) pasodoig syuouysnlpy Kuedwo) uonduosag ‘ON
uﬂﬂw\wvm HQQEDESUOM <UO <UO hum uﬁi]—
UM\ pasodoig ONUOANY
V20 VOO0
posIAdY (s1e[]0(7 JO Spuesnoy])
[ Jo 1 93eq LTOT/TE/TT POPUH Ted X 1S9, o1y, pajodford Afng
6VELEST-9TOT-Y "ON 1920
D 9[Npayos Jwoou] SuneredQ 10N pasnlpy

€-HN-VT HQIUxg

Kuedwo)) uosipy uejodona



Exhibit LA-ME-3
Page 8 of 36

%00°S€ 91y Xe], SWoou] [BIOPA] L[ dul]
%666 918y XB[ SWO0U] IS (9] dUI]
QJIN0OS pue SAON
L9 § €59 $ T6 $ 9LT'1 $  90¢ $ 8 $ 16201 $  6S8°1C $ HNOONI ONILVYHdO 0T
(L9) § (£59) S (26) $ (9LT°1) $ (90€) $ (3) $ (167°01) $  (956°L1) $ SASNAIXA ONILVYAdO TVLOL 61
Ly $ v $ 99 $ S06 $ LIT $§ S $ 66C°L $  8TILI $ SOXE], AW0dU] dJel§ % [eIpa] 81
9¢ $ 7S¢ $ 0S $ 189 $ 91 $ ¥ $  THS'S $  +00°€l $ JUALIND - XE[, AWOOU] [BIP] L]
11 $ Il $ 91 $ 8IC $ TS $ 1 §  LSLT $  vlY $ JUALIND - XB[, dwoou] ajel§ 9
Al § LII'T $ 8SI $ I81°C $ TS § €I $ 06S°LI $  L86'8E $ ANODNI DNILVYAdO XVL-ddd  SI
F11) § (L11°1) $ (8S1) $ (I81°7) $ (Tzs) $ (€1) § (065°L1) S (¥80°SE) $ SASNAJXH ONILVYHdO XVL-3dd  tI
1D $ 1D $ QWIOoU] UBYL YO SOXB], €]
- m uonezniowy Tl
06s°L1) $  (06S°LT) $ [enooy - uoneardoq [
(ss0) $ (8sD) $ (181°7) $ (zT) $ (¢D) $ (815°91) $ osuadxy [e1ouap) 2 dAnRNSUIWLPY (]
(28) S (z8) $ UONBULIOJU] 29 9IAISG IOWOISN)) 6
(8L2) S (8L27) $ $JUN020Y JOWOISN)) g
(zos) S (20$) $ uonnqLusI(y L
- $ (D1Ld) eredwo) 03 oL 9
sasuadx3 buneiado
- $ - $ - $ - s - $ - s - S £06°€ $ onuaAdy SunerddQ [eoL S
- $ onuoAdy uneradp YO ¥
- $ J[esay 10J SIS s
- $ oNUAAYY SV LS 4
£06°¢ $ so[eg [reioy I
sanuanay buireaado
LD 9-0 S0 -0 €D -0 1-0
asuadxyg osuadxq [jo1ked  osuadxyg YIS asuadxyg asuadxyg asuadxyg [RIENT sjuounsnlpy uonduosaq ‘ON
xeJ [[oiked uonesuadwo) uonjesuddwio)  SNOQUE[[IISTIA pasodoig vO0 aurg
paseg-yo01S QATIUAOU e osuadxg
uonerodrdoq
(sxe[jo jo spuesnoyJ)

pasiAsy
zJo [ 98eq

6VELEST-9T0T-Y "ON 3P0
1D 9Inpayods

€-HN-VT HqIYXy

LT0T/1€/T1 POPUH Ted X 159, a1mng pajoafoid A[ng

sjuounsnipy dwoou] SunerddQ N Jo Arewrwung
Auedwo) uosipy ueyrjodonojy



Exhibit LA-ME-3
Page 9 of 36

9)ey X[, QWOOU] [eIOPS,] I/ [ SUI'T
9Jey XeJ, SWoou] dJe)S 19| Ul

20IN0S PUE SOION

¥8T°C $ (156 $ 96 $ - $ 6951 $ S01°9 § 9 $ HNODNI ONILVIHdO 0T
029°1 § 156 $ (96) $ - $ (695D $ (s01°9) $ (29) $ SASNAdXT ONILVYIdO TVIOL 61
079°1 $ 156 $ 89 $ - § €Il $ I€EY § v $ SOXE], WOOU] A)eIS %9 [eIOP] 81
0€T°1 $§ T § TS $ - § S8 S 88T°¢ § €€ $ JuaLIny - XeJ, SWOIU] [eISpa] L1
06€ $ 6cC § 91 $ - § 89C $  €v0'l § 11 $ JusLIny - XeJ, wodu] 9)ei§ 91
€06°€ $ - $ 91 $ - $ 789°C S 9€¥01 $ 901 $ HINODNI ONILVITdO XV.L-3dd ST
- § - $ 91 $ - $ (2890 ECEA) $ (90D $ SHSNAJXHT ONILVYHAdO XVI-Tdd  #1
QwooU] UBY], JOYIQ) SOXE], €1
uoneZNIoWY 41
[en1ooy - uonerardoq 11
91D $ - $ (2890 $ (9er'oD) $ (901 $ asuadx{ [e10ULD) % dANENSUILPY (]
UOTJBULIOJU] 29 9OIAIOS IoUWI0)Sn)) 6
SIUNODOY JowI0)sSn)) 8
uonnqrusiq L
(D1Ld) eredwo) 03 oL 9
sasuadx3 buneiado
£06°¢ § - $ - $ - $ - s - $ - $ onuaady Supeindo [e10L ¢
onuoAdy Juneradp YO ¥
q[esay 10y sofes I
oNuUAAdY SV.IS 4
€06°¢ $ so[es [re1oy I
sanuanay buireaado
pasiady
CHN-VT Uxqd €1-D [45e] 11-2 01-D 6-0 8-D
SUOLIONPIY UOIJBZIUOIYOUAS asuadxyg asuadxyg asuadxg g4dO osuodxq uorsudd asuadxyg uonduosaq ‘ON
oFes Jo oFeroay 1S9193U] ase) ojey JeIoITy eIV syjoueg ury
189 X-9AI & Sulsn) sokordwrg
ueld D¥HA 111
aseyq 03 pare[oy
UOTJRZI[RULION
onuaAdY
(sxe[jo jo spuesnoyJ)
pasiady
7Jo g odeq L10T/1€/T1 papug 1ea & 18, armn, pajoafoid A[jng

6VELEST-910C-Y ON 193200
'O a[mpayog
€-HN-VT NqIyxg

sjuounsnipy dwoou] SunerddQ N Jo Arewrwung
Auedwo) uosipy ueyrjodonojy



Exhibit LA-ME-3
Page 10 of 36

[[9918d QAR SSOWIM YD) JO UOBPUSUIUIOIAI A} IO (8- SOUI]

-V 1qXd PRI ‘b~ Sour]

90IN0S pue SAJON

%9$°C 199 J0 380D pAWS_M 01
%$68°0" QoUAIPIA 6
%ST'L %0000 T 00€°6EL°T $ armonng [eyde) [elol 8
%89t %S1°6 %LT'1S 786°688 $ Aymbg vowwio) £
%000 %000 %000 - $ 301§ paIRRId 9
%9$°C %ST’S %¢E8"8Y 91¢'6v8  $ 1Qdq wIR -§uoT ¢
VOO0 J8d
%b1°8 %00°00T 00€°6EL°T $ armonng feyde) [ejol, 4§
%8S°S %0601 %LT'TS ¥86°688 $ Aymbg vowwio) ¢
%000 %000 %000 - $ JO0I§ paIRId ¢
%9$°C %ST’S %¢£8"8Y 91¢'6v8  $ 199 wd ] Suo |
Auedwo) 1ad
D) (9) (V)
umoQ OHMM uﬂoouom muﬁzoaaﬂ Qoﬁmﬁomog .OZ
poySIom 180D [ende) our]
(sreqjo(q Jo spuesnoy])
[ Jo 1 o3eq LT0T/1€/TT papuy JTea X 18] dmn, pajosforg A[ng
6€LEST-9102-d "ON 31920(
a uﬁ,ﬁoaom S3Jey 180D UEN 2IMdNIS Et&wU

e-dIN-VT HqIyxy

Auedwo)) uvosipy ueyjodono



Exhibit LA-ME-3
Page 11 of 36

[~V NQIYXT PA-ION WO} Sjunoury - s|o)
€-AVd NQIXF PO WO SJUNOWY 1y [0

20IN0G pue S3J0N

%8L0 90URIRJJI 23BIUSI] oz
90011 § 9689141 $ 068501 § 068501 $§  T06°LTH'1 $ asegaley [0l 61
€LT°TT §  (sLsyy)  $  (€S0°1LY) §  (€S0°1LY) $  (805°9Th) $ suononpaq aseq aey |80 81
001 $  (LLY®) $  (9L6) $  (9L6) ) $ (soxe[ Jo JoN) soatesy Sugernd) L]
€L1°TT § Q') 0§ (109th) $  (109t¥t) $  (sszioor) $ uoneroardoq PAzZI[eIdqI - SOXE], SWOOU] PoLIRfe(] PAIRNUNDY 9]

- $ - $ - $ - $ - $ UonoNNSU0)) I0J SOOUBAPY IoWOISN)) ST

- §$  (9L¥'sD) $  (9L¥'SD) $  (9Lt'sD) $  (9L¥'SD) $ susodo(q Pwosn) [
:suononpag

8TY'SI $  I¥8°EHC $  €I¥'8TC $  €Iv'8Ce $§  897°6SC $ aseq ayey 01 sUONIPPY [e101 €I

009°6 §  6IEY §  6ILPE §  6ILPE $  616°¢S $ oFewe( wUOIS parRRA ¢l

878°S $  OopEIS $  TIS'Sy $  TISSh $  L9I°LS $ SINON AoeBa] 1

- $  vIgEel §  pIgtel $  pIgel $  vIgtel $ SOLIOJUSAUL S®IN 01

- $  898°El $  898%El $  898%El $  898°%¢€l $ [ende) Sunyiopm yse) 6
suonippy

(£69°97) §  9¢8°IT9T  $  0E€S8Y9°l §  0£S°8H9°1 §  THIS6S'T $ 1ue]J OLNO9H JON 8

- $ - $ - S - S Ayradoid popnjoxg L

- $ - $ - $ - $ - $ as) axmny Joq pP[AH Iue[d 9

STIST $  (b8816L)  $  (600°L18) $  (600°L18) $  (65L°99L) $ 90IAISG UI JUB[] S
19AJ9S9Y UOoIIeZIIIoWY pue uolealdsqg

(618°1S) §  OTLEIPT §  6ESSHVT $  6£5°S9Y°T $  106°19€C $ jue[d OLIOS [BIOL v

- $ - $ - $ - $ - $ $S21301J UI JIOA\ UOTIONISUO)) ¢

- $ - $ - $ - $ - $ as() aming 104 PloH 1UB[d z

(618°1S) §  0TLCIPT  $  6ES°SIHT §  6£5°69°T $  106°19€C $ 90IAIOS Ul JUE[] I

90IAJ8S Ul Jue|d 214399|3
O)-(@=a) (dV)3rav=(Q) D) () (v)

syuounsnipy pasodoxg pasodoxg Auedwo) 104 £1/1€/21 Auedwo)) 104 97/1€/71 uonduosag "ON.
\%0)0) VOO Auedwo) 150D [euISLIO 150D [eUISLIO ury
(sxe[jo Jo spuesnoyJ)
[ Jo | a8eq LT0T/1€/T] Papud Jed & 183 armny pajoafoid Ajng

6V€LEST-910C-d 'ON 19200

-9 °[mpayodg

€-HN-VT HqIyxg

oseq o8y A LIdd 9Seroay
Kuedwo)) uosipy ueyjodonojy



Exhibit LA-ME-3
Page 12 of 36

61Ty $ oFewe  WI0)S PaLIRJO 95RIAY ¢

[-avd 1quxy pgd-19N 6ILVE  § PHA-19IN 12d L10T/1€/TT JO Se oFewe(q wiolg patgjo paroalord ¢

e-dVd HqIuXq pH-19N 616€S $ PHA-PIN 12d 9107/1€/C1 JO S d9FBUWE(] WLI0)S PALIJA( parddfold 7
Q0URIJY junowry uondiroseg

90IN0S pue SAJON

G6IEYY) $ oseq )y WOl S[eIIJI( dFeWER(] WI0)S PALISJI(J 9FBIOAY 9A0WSY 0} juownsn(py I
(V)
junowry uondiosag  ON
aury
(sreqjo(q Jo spuesnoy])
[Jo | a8eq L10T/T€/T1 papuy Ied & 152, aamn, pajoaloid Ajjn,g
6YELEST-910T-d "ON 19320
-9 onpayos asuadxH oFewe(q WLI0)S PaLIRJod

e-HIN-VT HqIyxy Auedwo) uosipyg ueyrjodonsy



Exhibit LA-ME-3
Page 13 of 36

1-D 9[Npayos 99§ 1Y

Q2.INn0S pue SAJON

G6L‘S g uonerdardo(q paje[nWnody 9seaIdd( 03 Juawsnlpy vOO €
%065 oseq ey a5eIOAY UO paseq juowisn(py 9je[noe) 03 a8eIuadIo 4
v (06S°LT)  $ asuadxg uonenardeq o) juaunsnlpy voO 1
(V)
QOUAIRJY junowy QOEQComQQ ‘ON

1Jo [ 93eq
6VELEST-910C-d "ON 19320
€-g 9[payds

€-dIN-VT 1qIyxyg

aurg

(sreqjo(q Jo spuesnoy])
L10T/1€/TT papud 18aX 1591 d1mng pajoafoig Ay

sayey pasodoiq 1e asuadxy uoneroardo 01 paIe[dy uoneroardo pajenuInooy
Auedwo)) uvosipy ueyjodono



Exhibit LA-ME-3
Page 14 of 36

SET+vET LS 5 UOHNGLISIC] 0} PAIRIY JUSWASSISSY sanq] [ predard  9¢

1-VI1 Haxd pa-RIN (6) $ %8€°0T - UONIOJ Pje[ay UOISSIUSURL], djeuruny  ¢¢
€1/€€T1 9 $ son(y 194 predo1d Jo doueeq o5eIoAy YO €] €

TET-1€T €6§ $ Juowssassy son(y 94 predord pawsnlpy ¢

1-1X-V00 (26)

&

%1 - son( 199 Jo uoiogd Suikqqo s 7€

1-VI( 1qUXE PH-1RIN_ 069 $ Juowssassy san(y 144 predord 1€
AJUIYY junoury’
1MO[2q pare[noed [-I1X-V DO 1od juswssasse son( 194 predaid [q]
€1-D JMPAayYdS Woly junowre JSAIdJu| voN_:OEoc.\mm TH
1=V NQUXT PF-PIN WOx J-V 'S[0D
92IN0S pue $3JON
(6L9°LS) S [ende) Sunyiopm ysed 03 waunsnlpy vOO  0€
898 €1 S PH-19N 104 [ende) Sunjiom ysed 67
681°LL N VOO 1od ende) Sunpropm ysed [e10L 8T

- 3 (FTT99)  § ¥TT9S $ SUONNQLIUOY) UOISUdJ USE)) PIZIMOWEU) LT

80€°T $ q (L9 $  SKET § syuowikedary 97
(€6¢) §  (Trsin 05'T81 8€'L9 we LyT'T $ LyT'1T § spsoda(g 1owoysny) uo dsuadxy Jsa1U] G
(L0TTD) $  (s€0) ST16 8€'L9 9pze el LyLee § (16T0)  §  8£09¢ § 199(] WA, U0 UO JSAIW  $T
T87°8L S [ende) Sunjiopm UyseD PN €T
L1091 $ por'LT §  €TS801$  (6T6°S) $ TSYPIT  $ LPI9  § SOEBOT § swooul bunessdo ¢z
TSELILS (YLD $ 9¥8P8LS 69601y $  LLS'ELE S THOET § S€8°0SE  § sosuadxa Sunesedo g0, 1T
966°'S S Y67'86_$ - $  p6r86 $  (soTy) §  e6vzor (LD $ 09701 § asuadxa xe [el0L, 0T

- S - o) s (e § - (TLo) s - § (Lo $ JIPAIO XU} JUSUDSIAU] 6]

- S - % - - S - S - % QJe)S - XB] JWOdUI PALRJa 81

195°T1 $ 95T $ - $ 19STI$ pLE9  $ L8T9 $ [BI9PQY - Xe) QWIOOU! POLIJO LI

6YLT $ yL'8T ¥9'8¢€ 8€°L9 L8°09 LITTT $ L1z $ @o'n  $ 0 oeT'e S (OLS'TD S S08%T  $ JUSLIND - XE} SWOdW dJBIS 9]
LYTy $ LTYT ey 8€°L9 €0°SLT 888°¢9 888°c9 § (€61'6) §  080L9 S (696F%) S 6v0TL $ JUSLIND - XE) SWIOdI [BIoPa] S

Sa%e} SWOou]

TIEYCT$ POPLT §  LI890TS  (PETOD §  IS69IT $ 9L6'S  $ SL6OIT Xe) owoour d10joq dwodout Suneredy  pl

S8Y°TL S 850°699S  (b6¥'LD) $  TSS'989$  BLISIY $  8LEILT S €ITET S H9IBKT § e} 210j0q osuadxd Sunerndo €1
yTTET S 86°€ST (0T'98) 8€°L9 1TIS1 €61ss § 1D § LOESS §  ¥88’cc §  €er'le  $§ LT $ 10L6T § aWoOUI UBY) JOYI0 SOXEL  T[

- $ €61°1C $ e61°1C § (zoT’t) $ seg’te § - $ s6€TE $ uopezZIMOWyY [

- $ 0€L'S8 0€L'S8 § - $ 0€LS8 $ I8T6 $ 6L § [en1ooe - uonearddq 01
SLEe $ €eIe $09€ 8¢°L9 TLLo1 6l€6E §  (81S9D) $  9¢€8SS § vevbT $ Tovle  § 01Tl $ Tel6l  $ osuadxo uog % UWPY 6
206°€ $ 0€°€E 80°+€ 8¢°L9 8I'LIT ey 8 (@ $  €s8Th $ oL6T €886l § - $ €886l $ OJul 79 QIIAIOS JOWIOISND) 8
€68 $ 68'1S 6v'S1 8¢°L9 616 Siv'pe § (8LD) $  €6ovE $ Il $ oS0 § - $ 0s0€T $ SJUNOOOE JAWOISN) [,
8TL9 $ 176 L6'LT 8¢°L9 SLOLT e s (2os) $ 8T $  ogesT § vevLh S - S ver'Ly  $ uopnquIsia 9
£€9€°0€ $ 8L€E 09°€€ 8€°L9 $6'868 SII'8TE S SII'8TeEs  SII8TE § - s - s - $ oredwo) 03ooug ¢

Sasuadxa sunerddQ
ST16H91 S 8€°L9 65°LY'T 69€°€68 $ - $  69€°€68$  OK0'SOF §  6TEBSY § 0616 $ OpI'6Sy § onuasar Sunesado fero, ¢
TS0°T S 79°0C €0'TS ST98T § ST98T § - $  so81  § - S ST981  § onuasar Sunesado 100 €
I $ yLST 89°0 [ (A S 74 $ - s - s - $ 9[ESAI I0] SA[ES T
T68°€91 $ 6£'89 88°56€°T S6v'vL8 $ S6v'rL8S  T6L'WOY §  vOL'69F S 0616 S SISOMy  § SONUOAYY O[T |
SINUAAI sunjeId()
@ (&) ) ) (H) ®) () @ (@ ()} () ) _
[endey sfeq sfeq skeq junoury pasnlpy Jususnipy [ejol SIprRY uonnquusiq SIPN uonnqLIsiq uonduosoq  ON
Sunjiopm ysed S/ (pea) Se1/(peo) e/ (ped) Areq vD0 VOO dNdvd [e0L [eloL yews oury
PN asuadxg ANUIAY oNdvd
PasIATY [eUOnAIpSLNL DNV d PIZIEWLION (ste[j0Q JO Spuesnoy L)
TJo [ ofeq L10T/1€/T1 Popuy Iea & 189, dxmny pajoafoxd Afnyg

6FELEST-910T-U "ON 19200

-6 o[npayos
E-AN-V'T HamX

[ende) Suppiom ysed
Auedwo)) uosipg uenjodonay



Exhibit LA-ME-3
Page 15 of 36

—_—
80O S
- S -
(¥80°58)  § - S
#80°5€) S
(7)) S (652D § (1D - $ (890 S ©Ogv'oD  $ (901 S (8L6'0) s - $ - (¥80°5€) S
- $
91 $ 91 $
- $ - $
(289°0) $ (2890 $
(gr'on)  $ (9¢t01) $
9o1) $ (901) $
1D (1) $
Lrrn $ Lrrn $
(81 $ (8s1) $
(181°7) $ (181°7) $
(zz9) $ (zz9) S
(€D $ (G $
06S°LD)  $ (06S°L1) $
(@) (N) [N o)) Q) (H) (&) (@ ) (&) (V)
asuadxyg sOsuadx osuadxyg Auedwo)  asuwadxg g4dO asuadxyg syyoudg asuadx{ [[0IAeg  $1S0)) ATIouUyg ONUIAY judunsnipy
W0 YO uonezZiIowy XeJ, [joiked Q0IAIRG uorsuag dakoydwg asuadxg RO
®
voneroaidaq
TJoza8eg
6VELEST-9T0T-A "ON 10
-8 AMpaydg

EHN-VT Hquyxg

asuadxa yseo-uou e sI 11 se JA\D YSnoayy mopy jou soop asuadxa uonerooidop jo spoedu ay, 4

sasodind YD 10§ parsod aie [ 9npayog woly sesuadxa Sunerado o syudunsnipe YOO oY1 moy smoys Jadedyiom sy,

Nuartd - 81
d ySnoay g suwnjod J00j $s01) L]

QU 91
1 ow] ') 3npayog wod (w0, S
V uwmnjoo jowns - TYLOL I

—~ Nt o~

40} UONBZIUOIYOUAS Jso1] €[
-0 asuadxgg ose)y a1ey ¢l
-0 asuadxyg yelony Aequly - [
01-0 (9d0) SUOISUdJ URY [, JOYIQ) SIJIUSE JUSWAINY 150 0]
6D osuodxg uoisusd 6
8D sijouag daKojduyg

LD asuadxg xe[, [[oiked

9-D asuadxq [joikeg

S0 asuadxd (JYAS) Ue[d AW dANNNXY [eyudwd]ddng

[a0) asuadx uonesuadwo)) paseg-yo01S

0] asuadxy uonesuaduio)) sAfuLOU]

0 sosuadXF SNOSU[[PISTIA

-0 sooue|eg jue[d 98I0y A [4dd Suis) sayey pasodoiq je osuadxy uoneroaidocq

‘ON uonduossg  ON

Juaunsnlpy

oury
(sIefjo( Jo spuesnoy,)
L10T/1€/T1 Papug 1edX 182, axminy pajoaford A[ing

sosuadx 01 syuoumsnipy v - [ende) Sunjiop yse)
Kuedwoy) uosipy uenjodonaj



Exhibit LA-ME-3
Page 16 of 36

6 ‘ON jmaumsnipy ‘(1z o8ed) Z-Qvyd NqIUxH pH-19]A UO UMOUS S 3FBIOAE
Ie9A-0A1) [euonoIpsLIN € je asuadxd 9FBA[RS/[BAOWAI JO }S0D JO UOI[[IW ()7 {1 § 9PNOUT JOU S0P 9A0qR PAJod[Jal asuadxa uonerdardap pasodoid Auedwo)) ay T,

90IN0S pue SAJON

9T+ €1 (06S°L1) $ asuadxy uoneraido A L4dd 03 weunsnlpy vOO [e10L L
asuadx3 uolreldsaidaq J0) uawisnlpy wOO [e10l ‘111

o

y1-61 (6L0°ST) saoueleq Jue[d 93IOAY £ 10T Suisn sdrey pasodoid vDO e asuadxy uoneroardo 1000y o1 uawsnlpy vOO 9
10D ‘c€98ed  0TLES el A Ldd] o8e1oay uo paseg osuadxy uoneroardoq A 14dq pasodoid vOO
D 10D ‘€98ed  86L°89 $ jue[d ALJddAd 98e1oAy uo paseq asuadxy uoneroardo A Ldd] pasodoid Auedwo)

saoue|eg ue|d abedsay /T0z Buisn serey pasodold wDO 1e asuadx3 uonerdsadaq 199)48y 01 wswisnipy vO0 ‘11

&+
v

11-71 (1150 sooueeq jue[d 93eI1oAy £10g Surs() saey pasodoid Auedwo)) je asuadxyg uoneroardo( 1093oy 03 juaunsnlpy vOO - €

D 10D ‘7z98ed  86L°]9 jue[d ALddd 28e1ay uo paseg asuadxy uoneroardoq A 1.4dd pesodoid Auedwo)) z

d°10D ‘ca8ed  0I€IL $ we[d L10T/1€/C1 uo paseq asuadxy uonerdardoq A L4dq pesodoid Auedwo) |
saoue[eq jue|d abedsny Tz Buisn sarey pasododd DO e asuadx3 uonerdaidaq 199140y 01 1uswisnlpy OO 'I

A|A

(v
Q0UIYNY Eogzww_?x\ uondioseg  ON
VOO0 oury
(sreqjo(q Jo spuesnoy])
3o 1 a8eqd L10T/T€/TT PAPUH 189X 1S3 L dImn, pajodfoid Ajng
6VELEST-910Td "ON 193200
[-D o[npayos saoueegq jue[d 93eIoAY A Lid] Surs() sorey pasodoid je osuadxy uoneroardoq

EHN-VT HQIXYH Auedwo) uosipyg ueyrjodonsy



Metropolitan Edison Company
Depreciation Expense at Proposed Rates
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Schedule C-1
Docket No. R-2016-2537349

Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 4
Accrual Accrual
Per Company Per Company Accrual Rate Expense Accrual Rate Expense
Adjusted Adjusted ELG Ave Remaining Amount ELG Ave Remaining Amount
Line Acct Plant Balances Plant Balances Average Life Basis Based on Life Basis Based on Avg. OCA
No. No at 12/31/2016 at 12/31/2017 Plant Balances Per Met-Ed 12/31/2017 Per Met-Ed Plant Balances Adjustment
) (B) © D) (E=BxD) (F) (G=CxF) (H)
INTANGIBLE PLANT
1 303  Miscellaneous Intangible Plant $ 42,417,536 S 44,806,363 § 43,611,950 14.29% $ 6,402,829 14.29% $ 6,232,148 $  (170,681)
2 303  Smart Meters $ 17,081,505 8 23,165,207 $ 20,123,356 14.29% $ 3310308 14.29% $ 2,875,628 $§  (434.680)
3 TOTAL INTANGIBLE PLANT $ 59.499.042  § 67971571 §$ 63,735,306 $  9.713.137 $ 9.107,776 8§  (605.361)
TRANSMISSION PLANT
4 350.12 Land Rights- subs $ - $ - $ - 1.79% $ - 1.79% $ - $ -
5 350.22 Land Rights- lines $ - $ - $ - 1.79% - 1.79% $ - $ -
6 352.1 Structures $ - $ - $ - 1.48% - 1.48% $ - N -
7 353 Station Equipment $ - $ 1,640,121  § 820,061 3.17% 51,992 3.17% $ 25996 $ (25,996)
8 354 Towers and Fixtures $ - $ 38,208 § 19,104 0.91% 348 0.91% $ 174§ (174)
9 355 Poles and Fixtures $ - S 697,440 § 348,720 1.64% 11,438 1.64% $ 5719 8 (5,719)
10 356.1 Overhead Conductors $ - N 802917 $ 401,459 1.29% 10,358 1.29% $ 5179 8 (5,179)
11 356.2 Clearing Costs $ = N 117,475 § 58,737 1.26% 1,480 1.26% $ 740§ (740)
12 358  Underground Conductors $ - N 77417 $ 38,708 3.22% 2,493 3.22% $ 1,246 $ (1,247)
13 359  Roads & Trails $ - $ 11908 $ 5.954 0.00% - 0.00% $ - $ -
14 TOTAL TRANSMISSION PLANT $ - $ 3,385.486 $ 1,692,743 $ 78,109 $ 39.054 § (39,055)
DISTRIBUTION PLANT
15 360.12 Land Rights-subs $ 611,087 $ 611,087 § 611,087 1.29% $ 7,883 1.29% $ 7,883 $ -
16 360.22 Land Rights-lines $ 28,320,720 $ 28,320,720 $ 28,320,720 1.29% $ 365,337 1.29% $ 365,337 $ -
17 361.1 Structures $ 13,984,932 $ 13,984,932 § 13,984,932 1.35% $ 188,797 1.35% $ 188,797 § -
18 362  Station Equipment $ 240,599,823 § 245,399,538 § 242,999,680 1.82% $ 4,466,272 1.82% $ 4,422,594 § (43,678)
19 364  Poles, Towers and Fixtures $ 381924883 S 391,305,882 § 386,615,383 1.99% $ 7,786,987 1.99% $ 7,693,646 $ (93,341)
20 365  Overhead Conductors $ 416,169,148 S 437,614,128 § 426,891,638 2.55% $ 11,159,160 2.55% $ 10,885,737 $  (273.423)
21 365.1 Clearing Costs $ 145,832,621 § 145,832,621 § 145,832,621 1.44% $ 2,099,990 1.44% $ 2,099,990 $ -
22 366  Underground Conduit $ 31,093,126 $ 31,093,126 $ 31,093,126 1.93% $ 600,097 1.93% $ 600,097 $ -
23 367  Underground Conductors $ 238955044 S 250,703,860 § 244,829,452 2.36% $ 5916611 2.36% $ 57771975 $  (138,636)
24 368  Line Transformers $ 408,659,560 S 417,848,180 § 413,253,870 3.01% $ 12,577,230 3.01% $ 12,438,941 $  (138,289)
25 369  Overhead Services $ 80,371,413 § 81,507,792 $ 80,939,603 2.88% $ 2347424 2.88% $ 2,331,061 $ (16,363)
26 369.1 Underground Services $ 106,007,311 $ 106,007,311 § 106,007,311 1.77% $ 1,876,329 1.77% $ 1,876,329 § -
27 370  Meters $ - N - $ - 0.00% $ - 0.00% $ - S -
28 370.1 Smart Meters non classified $ 28,259,291 § 60,408,815  $ 44,334,053 6.67% $ 4,029,268 6.67% $ 2,957,081 $ (1,072,187)
29 370.1 Smart Meters Residential $ 5,733,775 § 5,733,775 $ 5,733,775 6.67% $ 382,443 6.67% $ 382,443 8 -
30 370.1 Smart Meters Industrial $ 1,672 $ 1,672 § 1,672 6.67% $ 112 6.67% $ 112 8 -
31 370.1 Smart Meters Commercial $ 2,049,546 $ 2,049,546 § 2,049,546 6.67% $ 136,705 6.67% $ 136,705 $ B
32 370.1 Smart Meters Infra Structure $ 10,438 $ 10438 § 10,438 6.67% $ 696 6.67% $ 696§ -
33 370.2  Smart Grid Meters 10 yr $ 774,772 $ 774772 $ 774,772 10.00% $ 77477 10.00% $ 71477 S -
34 371  Installed on Customer Premises $ 4,600,102 $ 4,600,102 $ 4,600,102 2.49% $ 114,543 2.49% $ 114,543 § -
35 373 Street Lighting & Signal Systems $ 14,187,959 8 14,721,760 § 14,454,859 4.57% $ 672,784 4.57% $ 660,587 $ (12.197)
36 TOTAL DISTRIBUTION PLANT $ 2,148,147223 §  2.238,530,056 $  2,193.338,640 $  54.806,145 $ 53,018,031 $ (1,788.114)
GENERAL PLANT
37 389.1 Land Rights $ 15,064 $ 15,064 $ 15,064 0.53% $ 80 0.53% $ 80 $ -
38 390.1  Structures $ 75,153,581 $ 75,180,666 $ 75,167,123 2.52% $ 1,894,553 2.52% $ 1,894,212 § (341)
39 3902 Clearing $ 10,385,225  $ 10,385,225 § 10,385,225 3.10% $ 321,942 3.10% $ 321,942 8 -
40 390.3  Structures and Improvements LH $ 13,961 § 13,961 § 13,961 0.00% $ - 0.00% $ - $ -
41 391.1 Office Furn., Mech. Equip. $ 12,989,700 $ 12,989,700 § 12,989,700 4.24% $ 550,763 4.24% $ 550,763 $ -
42 391.2  Office Machines $ 4,933,663 $ 4,933,663 $ 4,933,663 0.00% $ - 0.00% $ - $ -
43 391.3 Computers $ 3,793,122 § 3,793,122 $ 3,793,122 39.11% $ 1,483,490 39.11% $ 1,483,490 $ -
44 391.4 Information System $ - N 0 s 0 0.00% $ - 0.00% $ - N -
45 391.5 Data Proc Smart Meters $ 6315238 § 6,987,711 $ 6,651,474 20.34% $ 1,421,300 20.34% $ 1,352,910 § (68,390)
46 392 Transportation Equipment $ 939,907 $ 939,907 $ 939,907 3.90% $ 36,656 3.90% $ 36,656 $ -
47 393 Stores Equipment $ 1,143,110 § 1,143,110 § 1,143,110 0.06% $ 686 0.06% $ 686 S -
48 394 Tools, Shop, & Garage Equipment $ 9,645,532 § 9,645,532 $ 9,645,532 4.42% $ 426,333 4.42% $ 426333 S -
49 395  Laboratory Equipment $ 2,383,668 $ 2,383,668 $ 2,383,668 0.00% $ - 0.00% $ - S -
50 396  Power Operated Equipment $ 615,801 $ 615,801 $ 615,801 0.85% $ 5,234 0.85% $ 5234 8 -
51 397  Communications Equipment $ 18,350,022 $ 19,047,195 $ 18,698,608 2.88% $ 548,559 2.88% $ 538,520 $ (10,039)
52 398  Miscellaneous Equipment $ 1,995,467 $ 1,995467 § 1,995.467 1.13% $ 22,549 1.13% $ 22,549 § -
53 TOTAL GENERAL PLANT $ 148,673,061 $ 150,069,790 149,371,426 $  6.712,145 $ 6,633.375 § (78,770)
54 GRAND TOTAL $ 2356319325 § 2,459,956,903 $ 2,408,138,114 71,309,536 $ 68,798,236 $ (2,511,300)

Notes and Source

Col. A: Amounts from Met-Ed Exhibit RAD-47
Col. B: Amounts from Met-Ed Exhibit RAD-46
Cols D&F: Depreciation rates from Met-Ed Exhibit RAD-53
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Schedule C-1
Docket No. R-2016-2537349

Fully Projected Future Test Year Ended 12/31/2017 Page 3 of 4
Average Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line Acct Depreciable Life Basis Amount Life Basis Amount OCA
No. No Base Per Met-Ed Per Met-Ed Per OCA Per OCA Adjustment
@A) (B) © D) ® (F)
INTANGIBLE PLANT
1 303  Miscellaneous Intangible Plant $ 43,611,950 14.29% $ 6,232,148 7.23% $ 3,153,144 $ (3,079,004)
2 303  Smart Meters $ 20,123,356 14.29% $ 2,875,628 14.29% $ 2,875,628 $ -
3 TOTAL INTANGIBLE PLANT $ 63,735,306 $ 9,107,776 $ 6,028,772 $ (3,079,004)
TRANSMISSION PLANT
4 350.12 Land Rights- subs $ - 1.79% $ - 1.70% $ - $ -
5 350.22 Land Rights- lines $ - 1.79% - 1.70% $ - $ -
6 352.1 Structures $ - 1.48% - 1.62% $ - $ -
7 353 Station Equipment $ 820,061 3.17% 25,996 1.53% $ 12,547  $ (13,449)
8 354  Towers and Fixtures $ 19,104 0.91% 174 0.84% $ 160 § (14)
9 355  Poles and Fixtures $ 348,720 1.64% 5,719 1.43% $ 4987 $ (732)
10 356.1 Overhead Conductors $ 401,459 1.29% 5,179 1.28% $ 5139 § (40)
11 356.2 Clearing Costs $ 58,737 1.26% 740 1.29% $ 758 § 18
12 358  Underground Conductors $ 38,708 3.22% 1,246 2.57% $ 995 § (251)
13 359 Roads & Trails $ 5,954 0.00% - 0.73% $ 43 8 43
14 TOTAL TRANSMISSION PLANT $ 1,692,743 $ 39,054 $ 24,629 § (14,425)
DISTRIBUTION PLANT
15 360.12 Land Rights-subs $ 611,087 1.29% $ 7,883 1.20% $ 7333 § (550)
16 360.22 Land Rights-lines $ 28,320,720 1.29% $ 365,337 1.20% $ 339,849 § (25,488)
17 361.1 Structures $ 13,984,932 1.35% $ 188,797 1.25% $ 174812 $ (13,985)
18 362  Station Equipment $ 242,999,680 1.82% $ 4,422,594 1.44% $ 3,499,195 $  (923,399)
19 364  Poles, Towers and Fixtures $ 386,615,383 1.99% $ 7,693,646 1.53% $ 5915215 $ (1,778,431)
20 365  Overhead Conductors $ 426,891,638 2.55% $ 10,885,737 1.68% $ 7,171,780 $ (3,713,957)
21 365.1 Clearing Costs $ 145,832,621 1.44% $ 2,099,990 1.37% $ 1,997,907 $  (102,083)
22 366  Underground Conduit $ 31,093,126 1.93% $ 600,097 1.67% $ 519,255  § (80,842)
23 367  Underground Conductors $ 244,829,452 2.36% $ 5,771,975 1.91% $ 4,676,243 $ (1,101,732)
24 368 Line Transformers $ 413,253,870 3.01% $ 12,438,941 2.55% $ 10,537,974 $ (1,900,967)
25 369  Overhead Services $ 80,939,603 2.88% $ 2,331,061 2.32% $ 1,877,799 $  (453,262)
26 369.1 Underground Services $ 106,007,311 1.77% $ 1,876,329 1.58% $ 1,674916 $  (201,413)
27 370  Meters $ - 0.00% $ - 4.61% $ - $ -
28 370.1 Smart Meters non classified $ 44,334,053 6.67% $ 2,957,081 7.92% $ 3,511,257 $ 554,176
29 370.1 Smart Meters Residential $ 5,733,775 6.67% $ 382,443 7.92% $ 454,115 $ 71,672
30 370.1 Smart Meters Industrial $ 1,672 6.67% $ 112 7.92% $ 132§ 20
31 370.1 Smart Meters Commercial $ 2,049,546 6.67% $ 136,705 7.92% $ 162,324 $ 25,619
32 370.1 Smart Meters Infra Structure $ 10,438 6.67% $ 696 7.92% $ 827 $ 131
33 370.2 Smart Grid Meters 10 yr $ 774,772 10.00% $ 77,477 10.53% $ 81,583 $ 4,106
34 371 Installed on Customer Premises $ 4,600,102 2.49% $ 114,543 1.79% $ 82342 §$ (32,201)
35 373  Street Lighting & Signal Systems $ 14,454,859 4.57% $ 660,587 3.53% $ 510,257 $  (150,330)
36 TOTAL DISTRIBUTION PLANT $ 2,193,338,640 $ 53,018,031 $ 43,195,115 $ (9,822,916)
GENERAL PLANT
37 389.1 Land Rights $ 15,064 0.53% $ 80 0.49% $ 74 8 6)
38 390.1 Structures $ 75,167,123 2.52% $ 1,894,212 2.48% $ 1,864,145 § (30,067)
39 390.2  Clearing $ 10,385,225 3.10% $ 321,942 3.36% $ 348,944 $ 27,002
40 390.3  Structures and Improvements LH $ 13,961 0.00% $ - 0.00% $ - $ -
41 391.1 Office Furn., Mech. Equip. $ 12,989,700 4.24% $ 550,763 1.26% $ 163,670 $  (387,093)
42 391.2  Office Machines $ 4,933,663 0.00% $ - 0.00% $ - $ -
43 391.3  Computers $ 3,793,122 39.11% $ 1,483,490 13.43% $ 509,416 $  (974,074)
44 391.4 Information System $ 0 0.00% $ - 15.40% $ - $ -
45 391.5 Data Proc Smart Meters $ 6,651,474 20.34% $ 1,352,910 14.21% $ 945,175 '$  (407,735)
46 392  Transportation Equipment $ 939,907 3.90% $ 36,656 3.47% $ 32,615 § (4,041)
47 393  Stores Equipment $ 1,143,110 0.06% $ 686 0.02% $ 229§ (457)
48 394  Tools, Shop, & Garage Equipment $ 9,645,532 4.42% $ 426,333 2.94% $ 283,579 $  (142,754)
49 395  Laboratory Equipment $ 2,383,668 0.00% $ - 0.00% $ - $ -
50 396  Power Operated Equipment $ 615,801 0.85% $ 5,234 0.63% $ 3830 $ (1,354)
51 397  Communications Equipment $ 18,698,608 2.88% $ 538,520 1.69% $ 316,006 $§ (222,514)
52 398  Miscellaneous Equipment $ 1,995,467 1.13% $ 22,549 0.17% $ 3392 § (19,157)
53 TOTAL GENERAL PLANT $ 149,371,426 $ 6,633,375 $  4471,125 $ (2,162,250)
54 GRAND TOTAL $ 2,408,138,114 $ 68,798,236 $ 53,719,641 $ (15,078,595)

Notes and Source

Col. A: See page 2, column C

Col. B: Depreciation rates from Met-Ed Exhibit RAD-53

Cols. D-F: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Metropolitan Edison Company Exhibit LA-ME-3
Depreciation Expense at Proposed Rates Schedule C-1
Docket No. R-2016-2537349
Fully Projected Future Test Year Ended 12/31/2017 Page 4 of 4
Per Company Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line  Acct Plant Balances Life Basis Amount Life Basis Amount OCA
No. No  Description at 12/31/2017 Per Met-Ed Per Met-Ed Per OCA Per OCA Adjustment
A) B) ©) D) (E) )
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $ 44,806,363 14.29% $ 6,402,829 7.23% $ 3,239,500 $ (3,163,329)
2 303 Smart Meters $ 23,165,207 14.29% $ 3,310,308 14.29% $ 3,310,308 $ -
3 TOTAL INTANGIBLE PLANT $ 67,971,571 $ 9,713,137 S 6,549,808 S (3,163,329)
TRANSMISSION PLANT
4 350.1 Land Rights- subs $ - 1.79% $ - 1.70% $ - $ -
5 350.2 Land Rights- lines $ - 1.79% $ - 1.70% $ - $ -
6  352.1 Structures $ - 1.48% $ - 1.62% $ - $ -
7 353 Station Equipment $ 1,640,121 3.17% $ 51,992 1.53% $ 25,094 $ (26,898)
8 354 Towers and Fixtures $ 38,208 0.91% $ 348 0.84% $ 321§ 27)
9 355 Poles and Fixtures $ 697,440 1.64% $ 11,438 1.43% $ 9973 $ (1,465)
10 356.1 Overhead Conductors $ 802,917 1.29% $ 10,358 1.28% $ 10,277 $ (81)
11 356.2 Clearing Costs $ 117,475 1.26% $ 1,480 1.29% $ 1,515 $ 35
12 358 Underground Conductors $ 77,417 3.22% $ 2,493 2.57% $ 1,990 $ (503)
13 359 Roads & Trails $ 11,908 0.00% $ - 0.73% $ 87 $ 87
14 TOTAL TRANSMISSION PLANT _$ 3,385,486 $ 78,109 $ 49,257 $ (28,852)
DISTRIBUTION PLANT
15 360.1 Land Rights-subs $ 611,087 1.29% $ 7,883 1.20% $ 7,333 $ (550)
16  360.2 Land Rights-lines $ 28,320,720 1.29% $ 365337 1.20% $ 339,849 § (25,488)
17 361.1 Structures $ 13,984,932 1.35% $ 188,797 1.25% $ 174,812 § (13,985)
18 362 Station Equipment $ 245,399,538 1.82% $ 4,466,272 1.44% $ 3,533,753 $  (932,519)
19 364 Poles, Towers and Fixtures $ 391,305,882 1.99% $ 7,786,987 1.53% $ 5,986,980 $ (1,800,007)
20 365 Overhead Conductors $ 437,614,128 2.55% $ 11,159,160 1.68% $ 7,351,917 $ (3,807,243)
21 365.1 Clearing Costs $ 145,832,621 1.44% $ 2,099,990 1.37% $ 1,997,907 $  (102,083)
22 366 Underground Conduit $ 31,093,126 1.93% $ 600,097 1.67% $ 519,255 § (80,842)
23 367 Underground Conductors $ 250,703,860 2.36% $ 5916,611 1.91% $ 4,788,444 § (1,128,167)
24 368 Line Transformers $ 417,848,180 3.01% $ 12,577,230 2.55% $ 10,655,129 $ (1,922,101)
25 369 Overhead Services $ 81,507,792 2.88% $ 2,347,424 2.32% $ 1,890,981 $  (456,443)
26 369.1 Underground Services $ 106,007,311 1.77% $ 1,876,329 1.58% $ 1,674916 $  (201,413)
27 370 Meters $ - 0.00% $ - 4.61% $ - $ -
28  370.1 Smart Meters non classified $ 60,408,815 6.67% $ 4,029,268 7.92% $ 4784378 $ 755,110
29 370.1 Smart Meters Residential $ 5,733,775 6.67% $ 382,443 7.92% $ 454,115 $ 71,672
30 370.1 Smart Meters Industrial $ 1,672 6.67% $ 112 7.92% $ 132§ 20
31 370.1 Smart Meters Commercial $ 2,049,546 6.67% $ 136,705 7.92% $ 162,324 § 25,619
32 370.1 Smart Meters Infra Structure $ 10,438 6.67% $ 696 7.92% $ 827 $ 131
33 370.2 Smart Grid Meters 10 yr $ 774,772 10.00% $ 77,477 10.53% $ 81,583 § 4,106
34 371 Installed on Customer Premises $ 4,600,102 2.49% $ 114,543 1.79% $ 82,342 § (32,201)
35 373 Street Lighting & Signal Systems $ 14,721,760 4.57% $ 672,784 3.53% $ 519,678 §  (153,106)
36 TOTAL DISTRIBUTION PLANT $ 2,238,530,056 $ 54,800,145 $ 45,006,655 $ (9,799,490)

GENERAL PLANT
37  389.1 Land Rights
38  390.1 Structures
39 390.2 Clearing
40  390.3 Structures and Improvements LH
41  391.1 Office Furn., Mech. Equip.
42 391.2 Office Machines
43 391.3 Computers 3,793,122 39.11% 1,483,490 13.43%
44 391.4 Information System 0 0.00% - 15.40%

$ $ 80 0.49% $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $ -
45 391.5 Data Proc Smart Meters $ 6,987,711 20.34% $ 1,421,300 14.21% $ 992954 §  (428,346)
$ $ $ $
$ $ N $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $

1,894,553 2.48%
321,942 3.36%
- 0.00%
550,763 1.26%

- 0.00%

74
1,864,481
348,944

15,064 0.53%
75,180,666 2.52%
10,385,225 3.10%

13,961 0.00%
12,989,700 4.24%

4,933,663 0.00%

(6)
(30,072)
27,002

163,670 (387,093)

509,416

(974,074)

46 392 Transportation Equipment 939,907 3.90% 36,656 3.47% 32,615 (4,041)
47 393 Stores Equipment 1,143,110 0.06% 686 0.02% 229 (457)
48 394 Tools, Shop, & Garage Equipment 9,645,532 4.42% 426,333 2.94% 283,579 (142,754)
49 395 Laboratory Equipment 2,383,668 0.00% - 0.00%
50 396 Power Operated Equipment 615,801 0.85% 5,234 0.63%
51 397 Communications Equipment 19,047,195 2.88% 548,559 1.69%
52 398 Miscellaneous Equipment 1,995,467 1.13% 22,549 0.17%
53 TOTAL GENERAL PLANT 150,069,790 6,712,145

(1,354)
(226,661)
(19,157)
(2,187,013)

3,880
321,898
3,392
4,525,132

54 GRAND TOTAL $ 2,459,956,903 $ 71,309,536 $ 56,130,852 §$ (15,178,684)

Notes and Source

Col. A: Amounts from Met-Ed Exhibit RAD-46

Col B: Depreciation rates from Met-Ed Exhibit RAD-53

Col. D: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Metropolitan Edison Company
Payroll Expense

Fully Projected Future Test Year Ended 12/31/2017
(Thousands of Dollars)

Line

No.

(SN SRV SR

Description Amount Reference
OCA Adjustment to Distribution Related Payroll Expense (502) Line 38
OCA Adjustment to Customer Accounts Related Payroll Expense (278) Line 39
OCA Adjustment to Customer Service Related Payroll Expense (82) Line 40
OCA Adjustment to A & G Related Payroll Expense (255) Line 41
Total OCA Recommended Adjustment to Payroll Expense $ (1L,117)

Notes and Source

Exhibit LA-ME-3
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Exhibit LA-ME-3

Schedule C-6

Docket No. R-2016-2537349
Page 1 of 1

Col. B: OCA's recommended payroll expense adjustment is calculated below using information from Met-Ed Exhibit RAD-2, Adjustment No. 5

© 0 o

o

19
20
21
22
23
24
25

26
27
28
29
30
31

32

34
35
36
37

38
39
40
41
42

Allocation Per Per OCA

Description Percentage Company OCA Adjustment Reference
(A) (B) © D)

Bargaining Employees
Bargaining Straight Time Per Budget For 12 Months Ending 12/31/2017 $ 37,907 $ 37907 $ -
Bargaining Straight Time Payroll Per Budget for 4 months ending 4/30/2017 $ 12,653 $ 12,653 § -
Annualization Adjustment for Bargaining 2.5% Increase Effective 5/1/2017 $ 316 $ 211 L7x2.5%
Bargaining Straight Time Payroll Per Budget for 12 months ending 12/31/2017 as Adjusted $ 38223 $ 38118 8 (105) Le6+L8
Annualization Adjustment for Bargaining 2.5% Increase Effective 5/1/2018 $ 956 $ - $ (956) LIxXx2.5%
Non-Bargaining Employees
Non-Bargaining Straight Time Per Budget For 12 Months Ending 12/31/2017 $ 16,582 $ 16582 § -
Non-Bargaining Straight Time Payroll Per Budget for 2 months ending 2/28/2017 $ 2,635 $ 2635 8§ -
Annualization Adjustment for Non-Bargaining 3% Increase Effective 3/1/2017 $ 79 $ 66 L12x3%
Non-Bargaining Straight Time Payroll Per Budget for 12 months ending 12/31/2017 as Adjusted $ 16,661 $ 16648 § (13) LI11+LI13
Annualization Adjustment for Non-Bargaining 2.5% Increase Effective 3/1/2018* $ 500 $ - $ (500) L14x3%
Total Company Payroll Adjustment $ 1,851 $ 277 8 (1,574) L3+L5
O&M Allocation Percentage 45.72% 45.72%
Total O&M Payroll Adjustment $ 846 $ 127§ (719) L6*L7
Allocation of Bargaining and Non-Payroll Adjustment
Price to Compare 0.00% $ - $ - $ -
Transmission 0.00% $ - $ - $ - Not Included in Cost of Service
Distribution 61.90% $ 524 $ 79 $ (445) Met-Ed Exhibit RAD-2, Adjustment No. 5
Customer Accounts 2343% $ 198 $ 30§ (168) Met-Ed Exhibit RAD-2, Adjustment No. 6
Customer Service 11.39% $ 96 $ 14 S (82) Met-Ed Exhibit RAD-2, Adjustment No. 7
Administrative & General 327% _$ 28 $ 4 8 (24) Met-Ed Exhibit RAD-2, Adjustment No. 8
Total Allocation of Bargaining and Non-Bargaining Payroll Adjustment 100.00% _$ 846 $ 127§ (719)  See Line 18
Service Company
Service Company Straight Time Per Budget For 12 Months Ending 12/31/2017 $ 12,875 $ 12875 § -
Jurisdictional Service Company Straight Time Payroll for the 2 Months Ended 2/28/2017 $ 1,941 $ 1941 8§ -
Annualization Adjustment for Service Company 3% Increase Effective 3/1/2017 $ 58 $ 49
Service Company Straight Time Per Budget For 12 Months Ending 12/31/2017 as Adjusted $ 12,933 $ 12924 § ©)
Annualization Adjustment for Service Company 3% Increase Effective 3/1/2018 $ 388 $ - $ (388)
Total Service Company Payroll Adjustment $ 446 $ 49 8 397
Allocation of Service Company Payroll Adjustment
Price to Compare 0.00% $ - $ - $ -
Transmission 0.00% $ - $ - $ - Not Included in Cost of Service
Distribution 1436% $ 64 $ 7 S (57) Met-Ed Exhibit RAD-2, Adjustment No. 5
Customer Accounting and Information 27.60% $ 123 $ 13 8 (110)  Met-Ed Exhibit RAD-2, Adjustment No. 6
Administrative & General 58.04% _$ 259 $ 28§ (231) Met-Ed Exhibit RAD-2, Adjustment No. 8
Total Allocation of Service Company Payroll Adjustment 100.00% _$ 446 $ 499 8 (397)  See Line 25
Total Allocation of OCA Recommended Payroll Adjustment
Distribution $ 588 $ 86 8 (502) L21+1L34
Customer Accounts/Customer Accounting and Information $ 321 $ 43 8 (278) L22+1L35
Customer Service $ 96 $ 14 S (82) L23
Administrative & General $ 287 $ 32§ (255) L24+1L36
Total OCA Recommended Adjustment to Payroll Expense $ 1,292 $ 175 $ (1,117) Excludes Transmission

* Met-Ed Supporting Schedule No. 1 to Adjustment No. 5 at Line 11 states that the annualization adjustment is based on a 2.5% increase. However, the Company's calculation used 3%.



Exhibit LA-ME-3
Page 25 of 36

9IT/STT %I66T
[ "ON 9[npayog Suntoddng ‘11 ‘ON Judunsnlpy ‘z-qvy Hxd P4 991°99 §
[ "ON 9[npayog Suntoddng ‘11 ‘ON Judunsnlpy ‘c-qvy Mg PARN - 6L6°T $

I1+81 I $

(s s
MO[eq 30S  %T66'C

(€0L7) $
-0 s (1810 §
DS (TT9) 8

o) §

MO[3Q RS %166T
Ly g
179U ‘9-0 Ps (550§
0Ovoury‘9-D s (¢8)  $
6£°UrT‘9-D PSS (8L7)  §
8¢ AUrT ‘9-D PS  (T0S)

ory XeL [[01Aed SADPH L]

LT10Z/1€/CT Surpug SyuoIA 7] 103 asuadxy [[01Aed pswspng [EIOL 9]

L10T/1¢/¢1 SuIpuy sYUON T [ 104 dsuadxy xe[ [[0IAed peedpng [e10L 1
:SMOJ|0} Se pare|nafe) arey xe| ||0dAed aA1oay3

asuadxy xe], [[01Aed 03 juaunsnipy VOO 8101  +1

asuadxy uonesuadwio)) paseg-y00)S PuL dANUSOU] 0} paje[oy jusunsnlpy xeJ [[oiked €]
oy xe] [[oiked 2ANOPT 1
asuadxy uonesuadwo)) paseg-yo00)S pue dAIIUOU] 0} Sjuawsnlpy vOO [81I0L 11
asuadxy uonesuadwo) paseg-yo001S 03 Juawnsnlpy vOO 01
asuadxyg uonesuadwo)) aanudu] 03 Juauwsnipy vOO 6

uolresusdwo) paseg-3201S pue SA[USIU| 0} parejay Xe ] ||0dAed

asuadxy xe] [[0IAed 03 yuauwnsnlpy vOO

ojey xe[ [[0IKed 9ANOFH

asuadxy [[01hed 03 JuaUSN(PY PapUWILOdY VO [BI0L
[2ISUDD) 29 QAIRNSIUTPY

90TAIOG JOWIOISN))

UONRWIIOJU] PUE SUNUNOOYY JOWIOISN))/SJUNOIIY JWO)ISN))
uonnqrusiq

Juswisnipy |104Aed papuswwodsy YOO

NN <t n O~

1SMO[JO] S paje[noed asuadxy xeJ [[0Iked 03 Judwsnlpe papuowuoddl yOO |y

90IN0S puUE SAJON

asuadxy xe] [[0IAed 03 uauwnsnipy vOO 1

ERIEVETENG junowry
v 1D $
(¥)
ERIEVETEN | junoury
1Jo 1 a8eq

6VELEST-910C-Y ON 13°0d
L-D 9[mpayog
C-HN-VTHqIXyg

uondosag  ON
aury

(s1e[jo Jo spuesnoyJ)
LT0T/1€/CT Papuy 1ed & 1521 drmn,{ pajoafoid Ang

osuadxy xeJ [[0IAed
Auedwo) uosipy ueyjodono



Exhibit LA-ME-3

Page 26 of 36
Metropolitan Edison Company Exhibit LA-ME-3
Employee Benefits Schedule C-8
Docket No. R-2016-2537349
Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars)
Line
No. Description Amount Reference
(A)

1 Met-Ed Proposed Increase to Employee Benefits Expense $ 125 A

2 OCA Recommended Increase to Employee Benefits Expense $ 19 B

3 OCA Adjustment to Employee Benefits Expense $ (106) L2-L1

Notes and Source
A: Company amount from Met-Ed Exhibit RAD-2, Adjustment No. 8, Supporting Schedule No. 3 with the modification below:

Amount
4  Total increase due to payroll adjustment per Company $ 408
5 Less pension costs $ (283)
6  Less OPEB costs $ -
7  Net Increase to Employee Benefits Expense $ 125

B: OCA's recommended adjustment calculated below using information from Met-Ed Exhibit RAD-2, Adjustment No. 8

OCA Payroll
Expense Employee
Effective Adjustment Benefits

Description Rate Per Sch. C-6  Adjustment
8  Worker's Compensation 0.647% $ 127§ 1
9  Pension Costs 33.422% $ 127 S -
10  OPEB Costs 0.053% $ 127§ -
11 Life Insurance 0.141% $ 127 $ -
12 Medical Insurance 8.835% $ 127§ 11
13 Savings Plan 3.109% $ 127 % 4
14 Other 2.158% $ 127 $ 3
15 Total $ 19

Summary of Employee Benefit Rates (Met-Ed Exhibit RAD-27)

Total Total Effective

Description Amount Payroll Rate
16  Worker's Compensation $ 428 $ 66,166 0.647%
17  Pension Costs $ 22,114 $ 66,166 33.422%
18  OPEB Costs $ 35 § 66,166 0.053%
19  Life Insurance $ 93 § 66,166 0.141%
20  Medical Insurance $ 5846 $ 66,166 8.835%
21  Savings Plan $ 2057 $ 66,166 3.109%
22 Other $ 1,428 § 66,166 2.158%

Pension and OPEB expense are adjusted for on Schedule's C-9 and C-10
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Page 1 of 37
Pennsylvania Electric Company
Docket No. R-2016-2537352
Exhibit LA-PN-3
Revenue Requirement and Adjustment Schedules
Accompanying the Direct Testimony of Ralph Smith
No. of Appliesto
Number  [Description Pages Revised Confidential | This Utility| Page No.
Revenue Requirement Summary Schedules
A Calculation of Revenue Deficiency (Sufficiency) 2 Yes No Yes 2-3
A-1 Gross Revenue Conversion Factor 1 Yes No Yes 4
B Adjusted Rate Base 1 Yes No Yes 5
B1 Summary of Rate Base Adjustments 1 Yes No Yes 6
C Adjusted Net Operating Income 1 Yes No Yes 7
Cl Summary of Net Operating Income Adjustments 2 Yes No Yes 8-9
D Capital Structure and Cost Rates 1 No No Yes 10
Rate Base Adjustments
B-1 Average FPFTY Rate Base 1 No No Yes 11
B-2 Deferred Storm Damage Expense 1 No No Yes 12
B-3 Accumulated Depreciation Related to Depreciation Expense at Proposed Rates 1 No No Yes 13
B-4 Cash Working Capital 2 Yes No Yes 14-15
Net Operating | ncome Adjustments
C-1 Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances 5 No No Yes 16-20
C-2 Miscelleneous Expenses 1 No No Yes 21
C-3 Incentive Compensation Expense 1 No No Yes 22
C-4 Stock-Based Compensation Expense 1 No No Yes 23
C-5 Supplemental Executive Retirement Plan (SERP) Expense 1 No No Yes 24
C-6 Payroll Expense 1 No No Yes 25
C-7 Payroll Tax Expense 1 No No Yes 26
C-8 Employee Benefits 1 No No Yes 27
C-9 Pension Expense 1 No No Yes 28
C-10  |Post Retirement Benefits Other Than Pensions (OPEB) 1 No No Yes 29
C-11 Affiliate Aircraft Expense 1 Yes No Yes 30
C-12  |Rate Case Expense 1 No No Yes 31
C-13 Interest Synchronization 1 Yes No Yes 32
E Consolidated Tax Savings 3 Yes Yes Yes 33-35
E-1 Apbplication of Act 40 Revenue Use Differential 2 Yes No Yes 36-37
Total Pages (including Contents page){ 37
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Pennsylvania Electric Company
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Exhibit LA-PN-3

PSRNV SV Y

Notes and Source

Revenue Requirement Reconciliation Schedule A
Docket No R-2016-2537352
Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 2
(Thousands of Dollars) Revised
OCA
Revenue
Schedule OCA OCA Requirement
_No_ Description Reference Component Adjustments Multiplier Amount
(A) (B) ©
D ROR Difference -11300%
Rate Base A-1 GRCF X 1816093
1 Rate Base per Penelec's Filing B $ 1,631,187 -2052% 8 (33,475)
D Rate of Return 7447%
Effect of OCA Adjustmentsto Rate Base A-1 GRCF X 1816093
Average FPFTY Rate Base B-1 $ (8,472) 13 52% $ (1,146)
Deferred Storm Damage Expense B-2 $ (9,633) 13 52% $ (1,303)
Accumulated Depreciation Related to Depreciation Expense at Proposed Rates B-3 $ 10,296 1352% $ 1,392
Cash Working Capital B-4 $ (101,544) 13 52% $ (13,733)
Application of Act 40 Revenue Use Differential E-1 $ 3,041 13 52% $ (411)
Total OCA Rate Base Adjustments $ 112,394
8  OCA Adjusted Original Cost Rate Base B $ 1,518,793
Net Operating ncome Pre-Tax Net Operating OCA
Operating Income IncomeAmount GRCF
Effect of OCA Adjustmentson NOI Amount SchC 1 Sch A-1
9  Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances C-1 $ (20,593) $ 18,536 1816093 $ (33,663)
10 Miscelleneous Expenses C-2 $ (111) $ 65 1816093 $ (118)
11 Incentive Compensation Expense C-3 $ (702) $ 411 1816093 $ (746)
12 Stock-Based Compensation Expense C-4 $ (2,503) $ 1,465 1816093 $ (2,660)
13 Supplemental Executive Retirement Plan (SERP) Expense C-5 $ (147) $ 86 1816093 $ (156)
17 Payroll Expense C-6 $ (1,455) $ 852 1 816093 $ (1,546)
18  Payroll Tax Expense C-7 $ (169) $ 99 1816093 $ (179)
19 Employee Benefits C-8 $ (154) $ 90 1 816093 $ (164)
20  Pension Expense Cc-9 $ (11,922) $ 6,975 1816093 $ (12,668)
21  Post Retirement Benefits Other Than Pensions (OPEB) C-10 $ 145 $ (85) 1816093 $ 155
22 Affiliate Aircraft Expense C-11 $ - $ - 1816093 $ -
23 Rate Case Expense C-12 $ 171) $ 100 1 816093 $ (182)
24 Interest Synchronization C-13 $ - $ (1,213) 1816093 $ 2,204
25  Revenue Normalization Related to Phase IIl EE&C Plan 5-Year Average of Usage Reductions Exh LA-PN-2* § - $ 2,971 1816093 $ (5,395)
26 Total OCA Adjustments to Operating Income Cl1 $ (37,782) 27,379
27  Net Operating Income per Company Filing C 9 55,732
28  OCA Adjusted Net Operating Income C S 83,111
Gross Revenue Conversion Factor Difference:
29  Per OCA A-1 1816093
30  Per Company A-1 1816093
31  Difference 0000000
32 Company Adjusted NOI Deficiency A $ 84,211
33 GRCF Difference $ -
34 OCA REVENUE REQUIREMENT ADJUSTMENTS ABOVE $ (103,794)
35 Company Requested Base Rate Revenues A $ 152,935
36  Reconciled Revenue Requirement $ 49,141
37  Revenue Requirement Calculated on Schedule A A $ 49,081
38  Unidentified Difference $ 60
39  Unidentified Difference as percent of OCA base rate revenue increase 012%

Pre-tax return computed using Gross Revenue Conversion Factor
*Exhibit LA-PN-2 was filed in conjunction with the Supplemental Direct Testimony of OCA witness Ralph C

Smith that was served on August 17,2016
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Exhibit LA-PN-3
Schedule A-1
Docket No R-2016-2537352

Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars) Revised
Company Effective
Company Proposed Company Current Revised
Line Proposed Derived Proposed as Income Tax OCA
No Description Amounts Percentages Percentages Rate Proposed
(A) (B) © (BI) (D)
1 Gross Revenue N 152,935 100 00000% 100 00000%
2 Taxes Other Than Income $ 9,001 589% 5 885500% 5 88550%
3 Taxable Income N 143,934 94 11450% 94 11450%
4 State Income Taxes S 14,379 999% 9 40200% 999% 9 40204%
5 Income Before Federal Income Taxes $ 129,555 84 71250% 84 71246%
6 Federal Income Taxes $ 45,344 3500% 29 64920% 3500% 29 64919%
7 Change in Net Operating Income $ 84,211 55 06330% 55 06327%
8 Gross Revenue Conversion Factor 1 81609 1 81609 1 81609
Notes and Source
Col A: Penelec Exhibit RAD-2
Col B: Derived from Column A
Components of Revenue Requirement Increase
Penelec Percent OCA Percent
9 Net Income N 84,211 5506% § 27,026 5506327%
10 Taxes Other Than Income $ 9,001 589% $ 2,389 588550%
11 Current State Income Taxes $ 14,379 940% $ 4,615 9 40204%
12 Current Federal Income Taxes $ 45,344 2965% $ 14,552 29 64919%
13 Total Revenue Increase $ 152,935 100 00% $ 49,081 100 0000%
14 Total Revenue Increase (From Schedule A) $ 49,081
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Pennsylvania Electric Company
Depreciation Expense at Proposed Rates

Fully Projected Future Test Year Ended 12/31/2017

Exhibit LA-PN-3

Schedule C-1

Docket No R-2016-2537352
Page 2 of 5

(Thousands of Dollars)
Per Company
Adjusted New York Penelec
Line  Acct Plant Balances Jurisdictional  Jurisdictional
No No at 12/31/2016 Ratio Amount* Amount
(A) (B) ©) D)
NONDEPRECIABLE PLANT
INTANGIBLE PLANT
1 301  Organization $ 35 000% $ ) $ 34
2 302  Franchise and Consents $ 307 001% $ 2) S 305
3 Total Intangible Plant $ 341 $ 2) $ 339
LAND
4 35011 Transmission Substations $ - 000%  $ - $ -
5 35021 Transmission Lines $ - 000% $ - $ -
6 360 11 Distribution Substations $ 1,516 006% $ 9 S 1,507
7 36021 Distribution Lines $ 183 001% $ a1 s 182
8 3891 General $ 1,114 0 04% $ ©) $ 1,108
9 Total Land $ 2,813 $ ae6) $ 2,797
INTANGIBLE PLANT
1 303  Miscellaneous Intangible Plant $ 43,416 1 60% $ (253) § 43,163
2 303  Smart Meters $ 15,724 058% $ 92) $ 15,633
3 TOTAL INTANGIBLE PLANT $ 59,140 $ (345) § 58,796
TRANSMISSION PLANT
4 350 12 Land Rights - subs $ - 000%  $ - $ -
5 35022 Land Rights-lines $ - 000% $ - $ -
6 352 Structures $ - 000% $ - $ -
7 3522 Clearing Costs $ - 000% $ - $ -
8 353  Station Equipment $ - 000% $ - $ -
9 354 Towers and Fixtures $ - 000% $ - $ -
10 355  Poles and Fixtures $ - 000% $ - $ -
11 356  Overhead Conductors $ - 000% $ - $ -
12 3561 Clearing Costs $ - 000% $ - $ -
13 358  Underground Conductors $ - 000% _$ - $ -
14 TOTAL TRANSMISSION PLANT $ - $ - $ -
DISTRIBUTION PLANT
15 360 12 Land Rights - subs $ - 000% $ - $ -
16 360 22 Land Rights-lines $ 15,555 057% $ ©1) $ 15,464
17 3611 Structures $ 15,096 056% $ 88) $ 15,008
18 362  Station Equipment $ 262,971 967% $ (1,533) § 261,438
19 364 Poles, Towers and Fixtures $ 524,702 1929% $ (3,058) $ 521,643
20 365 Overhead Conductors $ 710,690  2613% $ (4,143) $ 706,548
21 3651 Clearing Costs $ 158,547 583% $ 924) § 157,623
22 366  Underground Conduit $ 36,952 136% $ (215) § 36,737
23 367 Underground Conductors $ 171,528 631% $ (1,000) $ 170,528
24 368 Line Transformers $ 382,801 1407%  § (2,231) § 380,569
25 369 Overhead Services $ 76,110 2 80% $ (444) § 75,667
26 369 1 Underground Services $ 47,907 176% $ 279) $ 47,628
27 370 Meters $ - 000% $ - $ -
28 370  Smart Grid Meters 10 yr $ 66 000% $ ) s 65
29 370  Smart Meters non classified 15 yr $ 46,339 170% $ (270) $ 46,069
30 370  Smart Meters Com 15 yr $ 2,948 011% $ a7 s 2,931
31 370  Smart Meters Ind 15 yr $ 3 0 00% $ ) s 3
32 370  Smart Meters Residencial 15 yr $ 8,360 031% $ 49 s 8,311
33 370  Smart Meters Infra St $ 687 003% $ “ s 683
34 371 Installed on Customer Premises $ 29,143 107% $ (170) $ 28,973
35 372 Leased Property Customer Premises $ 199 001%  $ a1 s 197
36 373  Street Lighting & Signal Systems $ 49,179 181% _§ (287) § 48,892
37 TOTAL DISTRIBUTION PLANT $ 2,539,782 $ (14804) § 2,524,977
GENERAL PLANT
38 3891 Land Rights $ 17 000% $ 010) $ 17
39 3901 Structures $ 48,342 178% $ (28178 § 48,060
40 3902 Clearing $ 5,859 022% $ (3415) § 5,825
41 3903 Struct Impr LH $ 15 000% $ 009 $ 15
42 391 1 Office Furniture & Equipment $ 4,430 016% $ (2582) $ 4,404
43 39115 Office Machines $ 1,383 005% $ 806) $ 1,375
44 3913 Personal Computers $ 2,189 008% $ (1276) $ 2,177
45 39125 Data Processing Smart Meters $ 11,185 041% $ (6520) $ 11,120
46 392  Transportation $ 2,773 010% $ (1616) $ 2,757
47 393 Stores Equipment $ 1,195 0 04% $ (696) $ 1,188
48 394 Tools, Shop, & Garage Equipment $ 10,714 039% $ (6245) $ 10,651
49 395  Laboratory Equipment $ 4,589 017%  $ (2675) § 4,562
50 396 Power Operated Equipment $ 4,038 015%  $ 2354) § 4,015
51 397  Communications Equipment $ 18,220 067% $  (10620) $ 18,113
52 398 Miscellaneous Equipment $ 2,837 010% $ (1653) $ 2,820
53 TOTAL GENERAL PLANT $ 117,785 $ (687) § 117,099
54 GRAND TOTAL $ 2,719,862 10000% $ (15.854) $§ 2,704,008
Notes and Source
Col A: Amounts from Penelec Exhibit RAD-47
Col C: Amount allocated to New York per Penelec Exhibit RAD-3 $ 15,854

Exhibit LA-PN-3
Page 17 of 37
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Exhibit LA-PN-3

Schedule C-1
Docket No. R-2016-2537352

Fully Projected Future Test Year Ended 12/31/2017 Page 3 of 5
Accrual Accrual
Per Company Per Company Accrual Rate Expense Accrual Rate Expense
Adjusted Adjusted ELG Ave Remaining Amount ELG Ave Remaining Amount
Line Acct Plant Balances Plant Balances Average Life Basis Based on Life Basis Based on Avg. OCA
No. No at 12/31/2016 at 12/31/2017 Plant Balances Per Penelec 12/31/2017 Per Penelec Plant Balances Adjustment
) (B) © D) (E=BxD) (F) (G=CxF) (H)
INTANGIBLE PLANT
1 303  Miscellaneous Intangible Plant $ 43,163,105 § 45,927,531 § 44,545318 14.29% $ 6,563,044 14.29% $ 6,365,526 $  (197,518)
2 303  Smart Meters $ 15,632,559 8 22214396 $ 18,923.477 14.29% $  3.174437 14.29% $ 2,704,165 $  (470.272)
3 TOTAL INTANGIBLE PLANT $ 58795663 $ 68141927 §$ 63 468 795 $ 9737481 $ 9069691 $ (667 790)
TRANSMISSION PLANT
4 350.12 Land Rights - subs $ - $ - $ - 1.84% $ - 1.84% $ - $ -
5 350.22 Land Rights-lines $ - $ - $ - 1.84% $ - 1.84% $ - N -
6 352 Structures $ - $ 11,320 $ 5,660 0.48% $ 54 0.48% $ 27§ 27)
7 3522 Clearing Costs $ - N 1,072,913 § 536,457 0.48% $ 5,150 0.48% $ 2,575 8 (2,575)
8 353 Station Equipment $ - S - $ - 2.67% $ - 2.67% $ - N -
9 354  Towers and Fixtures $ - $ 129,938  $ 64,969 0.00% $ - 0.00% $ - $ -
10 355 Poles and Fixtures $ - N 284,737 $ 142,368 1.95% $ 5,552 1.95% $ 2,776 $ (2,776)
11 356 Overhead Conductors $ - N (412,746) $ (206,373) 2.08% $ (8,585) 2.08% $ (4,293) $ 4,292
12 356.1 Clearing Costs $ - N 14919 § 7,460 1.43% $ 213 1.43% $ 107§ (106)
13 358  Underground Conductors $ - N - $ - 3.17% $ - 3.17% $ - N -
14 TOTAL TRANSMISSION PLANT $ - S 1,101,082 § 550,541 $ 2,384 $ 1,192 § (1,192)
DISTRIBUTION PLANT
15 360.12 Land Rights - subs $ - $ - $ - 0.90% $ - 0.90% $ - $ -
16 360.22 Land Rights-lines $ 15,464,045 $ 15,554,713 § 15,509,379 0.90% $ 139,992 0.90% $ 139,584  § (408)
17 361.1 Structures $ 15,007,678 $ 15,230,142 § 15,118,910 1.04% $ 158,393 1.04% $ 157,237 § (1,156)
18 362  Station Equipment $ 261438375 S 268,119,836 $ 264,779,106 1.77% $ 4745721 1.77% $ 4,686,590 $ (59,131)
19 364  Poles, Towers and Fixtures $  521,643277 S 544,086,308 § 532,864,792 1.99% $ 10827318 1.99% $ 10,604,009 $  (223,309)
20 365  Overhead Conductors $ 706,547,602 S 747,282,945 § 726,915,274 2.30% $ 17,187,508 2.30% $ 16,719,051 8 (468,457)
21 365.1 Clearing Costs $ 157,622,664 $ 158,546,829 § 158,084,747 1.48% $ 2,346,493 1.48% $ 2,339,654 $ (6,839)
22 366  Underground Conduit $ 36,736,665 $ 36,985,677 $ 36,861,171 1.43% $ 528,895 1.43% $ 527,115 $ (1,780)
23 367  Underground Conductors $ 170,528,411  § 179,326,995  § 174,927,703 2.38% $ 4267982 2.38% $ 4,163,279 8 (104,703)
24 368  Line Transformers $ 380,569,286 S 394,487,521 § 387,528,403 2.71% $ 10,690,612 2.71% $ 10,502,020 $  (188,592)
25 369  Overhead Services $ 75,666,617  $ 77,569,085 $ 76,617,851 1.74% $ 1,349,702 1.74% $ 1,333,151 § (16,551)
26 369.1 Underground Services $ 47,627,802 $ 47,907,050 § 47,767,426 1.28% $ 613,210 1.28% $ 611,423 § (1,787)
27 370  Meters $ - N - $ - 0.00% $ - 0.00% $ - S -
28 370  Smart Grid Meters 10 yr $ 65,126 S 65,507 § 65,316 10.00% $ 6,551 10.00% $ 6,532 $ (19)
29 370  Smart Meters non classified 15 yr $ 46,068,914 $ 88,543,614 $ 67,306,264 6.67% $ 5905859 6.67% $ 4,489,328 8 (1,416,531)
30 370  Smart Meters Com 15 yr $ 2,931,247 § 2948433 § 2,939,840 6.67% $ 196,661 6.67% $ 196,087 $ (574)
31 370  Smart Meters Ind 15 yr $ 2,546 S 2,561 $ 2,554 6.67% $ 171 6.67% $ 170§ (1)
32 370  Smart Meters Residential 15 yr $ 8311254 § 8,359,984 § 8,335,619 6.67% $ 557,611 6.67% $ 555986 § (1,625)
33 370 Smart Meters Infra St $ 682,910 $ 686,914 § 684,912 6.67% $ 45817 6.67% $ 45,684 $ (133)
34 371  Installed on Customer Premises $ 28,973,438 § 29,143314  $ 29,058,376 1.75% $ 510,008 1.75% $ 508,522 $ (1,486)
35 372 Leased Property Customer Premises $ 197,497 $ 198,655 § 198,076 0.11% $ 219 0.11% $ 218§ )
36 373 Street Lighting & Signal Systems $ 48.891.911 § 51,420,969 $ 50,156,440 527% $  2.709.885 527% $ 2643244 § (66,641)
37 TOTAL DISTRIBUTION PLANT $ 2524977263 $§ 2666467052 $  2,595,722,158 $ 62,788,608 $ 60,228,884 § (2.559,724)
GENERAL PLANT
38 389.1 Land Rights $ 17,109 § 17,209 $ 17,159 1.39% $ 239 1.39% $ 239§ -
39 390.1  Structures $ 48,060,333 § 48,606,906  $ 48,333,619 2.80% $ 1,360,993 2.80% $ 1,353,341 § (7,652)
40 3902 Clearing $ 5,825,029 § 5,859,182 § 5,842,105 1.85% $ 108,395 1.85% $ 108,079  § (316)
41 390.3  Struct Impr LH $ 14,685 $ 14771 § 14,728 0.00% $ - 0.00% $ - $ -
42 391.1 Office Furniture & Equipment $ 4,404,430 S 4,430,253 $ 4,417,341 0.31% $ 13,734 0.31% $ 13,694 § (40)
43 391.15 Office Machines $ 1,375,031 § 1,383,093 § 1,379,062 0.00% $ - 0.00% $ - S -
44 391.3  Personal Computers $ 2,176,690 $ 2,189.452 § 2,183,071 26.92% $ 589,401 26.92% $ 587,683 § (1,718)
45 391.25 Data Processing Smart Meters $ 11,119,982 § 11,891,717  $ 11,505,849 20.00% $ 2378343 20.00% $ 2,301,170 $ (77,173)
46 392 Transportation $ 2,756,538  $ 2,772,700 $ 2,764,619 3.10% $ 85,954 3.10% $ 85,703 § (251)
47 393  Stores Equipment $ 1,187,564 $ 1,194,527 § 1,191,045 0.01% $ 119 0.01% $ 119 8 -
48 394 Tools, Shop, & Garage Equipment $ 10,651,368  $ 10,713,819 § 10,682,593 5.13% $ 549,619 5.13% $ 548,017 8 (1,602)
49 395  Laboratory Equipment $ 4561813 $ 4,588,559 $ 4,575,186 0.00% $ - 0.00% $ - S -
50 396  Power Operated Equipment $ 4,014,725 8 4,038,264 $ 4,026,495 0.69% $ 27,864 0.69% $ 27,783 § (81)
51 397  Communications Equipment $ 18,113,414 § 18,791,147  § 18,452,280 8.89% $ 1,670,533 8.89% $ 1,640,408 S (30,125)
52 398  Miscellaneous Equipment $ 2,820,062 $ 2.836,597 § 2,828,329 2.63% $ 74,602 2.63% $ 74385 § 217)
53 TOTAL GENERAL PLANT $ 117,098,771 § 119,328,195 § 118,213.483 $  6.859.796 $ 6,740,621 $  (119,175)
54 GRAND TOTAL $ 2,700,.871,697 § 2,855,038,255 _§ 2,777,954,976 $ 79388269 $ 76,040.388 $ (3,347.881)

Notes and Source

Col. A Amounts from Penelec Exhibit RAD-47
Col. B Amounts from Penelec Exhibit RAD-46
Cols D&F Depreciation rates from Penelec Exhibit RAD-53
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Exhibit LA-PN-3
Schedule C-1

Docket No R-2016-2537352
Fully Projected Future Test Year Ended 12/31/2017 Page 4 of 5
Average Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line  Acct Depreciable Life Basis Amount Life Basis Amount OCA
No No Base Per Penelec Per Penelec Per OCA Per OCA Adjustment
A) B) © D) (E) (F)
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $ 44,545,318 14 29% $ 6,365,526 8 86% $ 3,946,715 $§ (2,418,811)
2 303  Smart Meters $ 18,923,477 14 29% $ 2,704,165 14 29% $ 2,704,165 $ -
3 TOTAL INTANGIBLE PLANT $ 63,468,795 $ 9,069,691 $ 6,650,880 $§ (2,418.811)
TRANSMISSION PLANT
4 350 12 Land Rights - subs $ - 1 84% $ - 184% $ - $ -
5 35022 Land Rights-lines $ - 1 84% $ - 184% $ - $ -
6 352 Structures $ 5,660 048% $ 27 106% $ 60 § 33
7 3522 Clearing Costs $ 536,457 048% $ 2,575 106% $ 5,686 8 3,111
8 353 Station Equipment $ - 2 67% $ - 138% $ - $ -
9 354 Towers and Fixtures $ 64,969 000% $ - 078% $ 507 $ 507
10 355  Poles and Fixtures $ 142,368 195% $ 2,776 151% $ 2,150 $ (626)
11 356  Overhead Conductors $ (206,373) 2 08% $ (4,293) 124% $ (2,559) $ 1,734
12 356 1 Clearing Costs $ 7,460 143% $ 107 128% $ 95§ (12)
13 358  Underground Conductors $ - 317% $ - 329% $ - $ -
14 TOTAL TRANSMISSION PLANT $ 550,541 $ 1,192 $ 5939 8§ 4,747
DISTRIBUTION PLANT
15 360 12 Land Rights - subs $ - 090% $ - 085% $ - $ -
16 36022 Land Rights-lines $ 15,509,379 090% $ 139,584 085% $ 131,830 $ (7,754)
17 3611 Structures $ 15118910 1 04% $ 157,237 104% $ 157,237 $ -
18 362  Station Equipment $ 264,779,106 1 77% $ 4,686,590 133% $ 3,521,562 $ (1,165,028)
19 364 Poles, Towers and Fixtures $ 532,864,792 199% $ 10,604,009 146% $ 7,779,826 $  (2,824,183)
20 365 Overhead Conductors $ 726,915,274 2 30% $ 16,719,051 166% $ 12,066,794 $  (4,652,257)
21 3651 Clearing Costs $ 158,084,747 1 48% $ 2,339,654 136% $ 2,149,953 § (189,701)
22 366  Underground Conduit $ 36,861,171 143% $ 527,115 123% $ 453,392 § (73,723)
23 367 Underground Conductors $ 174,927,703 238% $ 4,163,279 195% $ 3,411,090 $ (752,189)
24 368 Line Transformers $ 387,528,403 271% $ 10,502,020 201% $ 7,789,321 $§  (2,712,699)
25 369 Overhead Services $ 76,617,851 1 74% $ 1,333,151 144% $ 1,103,297 $ (229,854)
26 369 1 Underground Services $ 47,767,426 128% $ 611,423 099% $ 472,898 $ (138,525)
27 370  Meters $ - 0 00% $ - 429% $ - $ -
28 370  Smart Grid Meters 10 yr $ 65,316 10 00% $ 6,532 10 00% $ 6,532 § -
29 370  Smart Meters non classified 15 yr $ 67,306,264 6 67% $ 4,489,328 6 74% $ 4,536,442 § 47,114
30 370  Smart Meters Com 15 yr $ 2,939,840 667% $ 196,087 6 74% $ 198,145 § 2,058
31 370 Smart Meters Ind 15 yr $ 2,554 667% $ 170 6 74% $ 172§ 2
32 370  Smart Meters Residential 15 yr $ 8,335,619 667% $ 555,986 6 74% $ 561,821 § 5,835
33 370  Smart Meters Infra St $ 684,912 667% $ 45,684 6 74% $ 46,163 $ 479
34 371 Installed on Customer Premises $ 29,058,376 175% $ 508,522 150% $ 435,876 $ (72,646)
35 372 Leased Property Customer Premises $ 198,076 011% $ 218 009% $ 178  § (40)
36 373  Street Lighting & Signal Systems $ 50,156,440 527% $ 2,643,244 453% $ 2,272,087 $ (371,157)
37 TOTAL DISTRIBUTION PLANT $2,595,722,158 $ 60,228,884 $ 47,094,616 S (13,134,268)
GENERAL PLANT
38 3891 Land Rights $ 17,159 139% $ 239 125% $ 214§ 25)
39 390 1 Structures $ 48,333,619 2 80% $ 1,353,341 2 08% $ 1,005,339 § (348,002)
40 3902 Clearing $ 5,842,105 185% $ 108,079 146% $ 85,295 § (22,784)
41 3903 Struct Impr LH $ 14,728 000% $ - 000% $ - $ -
42 3911 Office Furniture & Equipment $ 4,417,341 031% $ 13,694 003% $ 1,325 §$ (12,369)
43 391 15 Office Machines $ 1,379,062 0 00% $ - 000% $ - $ -
44 3913 Personal Computers $ 2,183,071 26 92% $ 587,683 24 20% $ 528,303 $ (59,380)
45 39125 Data Processing Smart Meters $ 11,505,849 20 00% $ 2,301,170 20 01% $ 2,302,320 $ 1,150
46 392  Transportation $ 2,764,619 310% $ 85,703 331% $ 91,509 $ 5,806
47 393  Stores Equipment $ 1,191,045 001% $ 119 000% $ - $ (119)
48 394 Tools, Shop, & Garage Equipment $ 10,682,593 513% $ 548,017 462% $ 493,536 $ (54,481)
49 395 Laboratory Equipment $ 4,575,186 0 00% S - 000% $ - $ -
50 396 Power Operated Equipment $ 4,026,495 069% $ 27,783 030% $ 12,079 $ (15,704)
51 397  Communications Equipment $ 18,452,280 8 89% $ 1,640,408 277% $ 511,128  §  (1,129,280)
52 398 Miscellaneous Equipment $ 2,828,329 263% $ 74,385 046% $ 13,010 $ (61,375)
53 TOTAL GENERAL PLANT $ 118,213,483 $ 6,740,621 $ 5,044,058 $§  (1,696,563)
54 GRAND TOTAL $2,777,954,976 $ 76,040,388 $ 58,795,493 $§ (17,244,895)

Notes and Source

Col A: See page 3, column C

Col B: Depreciation rates from Penelec Exhibit RAD-53

Cols D-F: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Depreciation Expense at Proposed Rates
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Exhibit LA-PN-3
Schedule C-1

Docket No R-2016-2537352
Fully Projected Future Test Year Ended 12/31/2017 Page 5 of 5
Per Company Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line  Acct Plant Balances Life Basis Amount Life Basis Amount OCA
No No at 12/31/2017 Per Penelec Per Penelec Per OCA Per OCA Adjustment
A) B) © D) ®) (¥)
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $ 45,927,531 14 29% $ 6,563,044 8 86% $ 4,069,179 $  (2,493,865)
2 303  Smart Meters $ 22,214,396 14 29% $ 3,174,437 14 29% $ 3,174437 § -
3 TOTAL INTANGIBLE PLANT $ 68,141,927 $ 9,737,481 $ 7,243,616 $  (2,493,865)
TRANSMISSION PLANT
4 35012 Land Rights - subs $ - 1 84% $ - 184% $ - $ -
5 35022 Land Rights-lines $ - 1 84% $ - 184% $ - $ -
6 352 Structures $ 11,320 0 48% $ 54 1 06% $ 120 $ 66
7 3522 Clearing Costs $ 1,072,913 0 48% $ 5,150 106% $ 11,373 § 6,223
8 353 Station Equipment $ - 2 67% $ - 138% $ - $ -
9 354 Towers and Fixtures $ 129,938 000% $ - 078% $ 1,014 $ 1,014
10 355 Poles and Fixtures $ 284,737 195% $ 5,552 151% $ 4,300 $ (1,252)
11 356  Overhead Conductors $ (412,746) 2 08% $ (8,585) 124% $ (5,118) $ 3,467
12 356 1 Clearing Costs $ 14,919 143% $ 213 128% $ 191 § (22)
13 358  Underground Conductors $ - 317% $ - 329% $ - $ -
14 TOTAL TRANSMISSION PLANT $ 1,101,082 $ 2,384 $ 11,880 8 9,496
DISTRIBUTION PLANT
15 360 12 Land Rights - subs $ - 090% $ - 085% $ - $ -
16 36022 Land Rights-lines $ 15,554,713 090% $ 139,992 085% $ 132215 $ (7,777)
17 3611 Structures $ 15,230,142 1 04% $ 158,393 104% $ 158,393 § -
18 362  Station Equipment $ 268,119,836 177% $ 4,745,721 133% $ 3,565,994 $ (1,179,727)
19 364 Poles, Towers and Fixtures $ 544,086,308 1 99% $ 10,827,318 1 46% $ 7,943,660 $ (2,883,658)
20 365 Overhead Conductors $ 747,282,945 230% $ 17,187,508 1 66% $ 12,404,897 $  (4,782,611)
21 3651 Clearing Costs $ 158,546,829 1 48% $ 2,346,493 136% $ 2,156,237 $ (190,256)
22 366 Underground Conduit $ 36,985,677 143% $ 528,895 123% $ 454,924 § (73,971)
23 367 Underground Conductors $ 179,326,995 238% $ 4,267,982 195% $ 3,496,876 $ (771,106)
24 368 Line Transformers $ 394,487,521 271% $ 10,690,612 201% $ 7,929,199 $§ (2,761,413)
25 369 Overhead Services $ 77,569,085 174% $ 1,349,702 1 44% $ 1,116,995 $ (232,707)
26 369 1 Underground Services $ 47,907,050 128% $ 613,210 099% $ 474,280 $ (138,930)
27 370  Meters $ - 0 00% $ - 429% $ - $ -
28 370  Smart Grid Meters 10 yr $ 65,507 10 00% $ 6,551 10 00% $ 6,551 $ -
29 370  Smart Meters non classified 15 yr $ 88,543,614 6 67% $ 5,905,859 6 74% $ 5967840 $ 61,981
30 370  Smart Meters Com 15 yr $ 2,948,433 6 67% $ 196,661 6 74% $ 198,724  § 2,063
31 370  Smart Meters Ind 15 yr $ 2,561 6 67% $ 171 674% $ 173§ 2
32 370  Smart Meters Residential 15 yr $ 8,359,984 667% $ 557,611 6 74% $ 563,463 $ 5,852
33 370  Smart Meters Infra St $ 686,914 6 67% $ 45,817 6 74% $ 46,298 $ 481
34 371 Installed on Customer Premises $ 29,143,314 175% $ 510,008 150% $ 437,150 $ (72,858)
35 372 Leased Property Customer Premises $ 198,655 011% $ 219 009% $ 179§ (40)
36 373  Street Lighting & Signal Systems $ 51,420,969 527% $ 2,709,885 453% $ 2329370 $ (380,515)
37 TOTAL DISTRIBUTION PLANT $2,606,467,052 $ 62,788,608 $ 49,383,418 $§ (13,405,190)
GENERAL PLANT
38 3891 Land Rights $ 17,209 139% $ 239 125% $ 215§ (24)
39 390 1 Structures $ 48,606,906 2 80% $ 1,360,993 2 08% $ 1,011,024 $ (349,969)
40 3902 Clearing $ 5,859,182 185% $ 108,395 1 46% $ 85,544 § (22,851)
41 3903 Struct Impr LH $ 14,771 0 00% $ - 000% $ - $ -
42 3911 Office Furniture & Equipment $ 4,430,253 031% $ 13,734 003% $ 1,329 $ (12,405)
43 391 15 Office Machines $ 1,383,093 0 00% $ - 000% $ - $ -
44 3913 Personal Computers $ 2,189,452 26 92% $ 589,401 24 20% $ 529,847 § (59,554)
45 391 25 Data Processing Smart Meters $ 11,891,717 20 00% $ 2,378,343 20 01% $ 2,379,533 § 1,190
46 392 Transportation $ 2,772,700 310% $ 85,954 331% $ 91,776 $ 5,822
47 393  Stores Equipment $ 1,194,527 001% $ 119 0 00% $ - $ (119)
48 394 Tools, Shop, & Garage Equipment $ 10,713,819 513% $ 549,619 462% $ 494978 $ (54,641)
49 395 Laboratory Equipment $ 4,588,559 0 00% $ - 000% $ - $ -
50 396 Power Operated Equipment $ 4,038,264 069% $ 27,864 030% $ 12,115 $ (15,749)
51 397 Communications Equipment $ 18,791,147 8 89% $ 1,670,533 277% $ 520,515 $  (1,150,018)
52 398 Miscellaneous Equipment $ 2,836,597 2 63% $ 74,602 046% $ 13,048 $ (61,554)
53 TOTAL GENERAL PLANT $ 119,328,195 $ 6,859,796 $ 5139924 § (1,719,872)
54 GRAND TOTAL $2,855,038,255 $ 79,388,269 $ 61,778,838 § (17,609,431)

Notes and Source

Col A: Amounts from Penelec Exhibit RAD-46

Cols B: Depreciation rates from Penelec Exhibit RAD-53

Col D: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Pennsylvania Electric Company
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Page 2910537

Notes and Source

Payroll Expense Schedule C-6
Docket No R-2016-2537352
Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars)
Line
No  Description Amount Reference
1 OCA Adjustment to Distribution Related Payroll Expense $ (741 Line 30
2 OCA Adjustment to Customer Accounts Related Payroll Expense $ (294 Line 31
3 OCA Adjustment to Customer Service Related Payroll Expense $  (112) Line 32
4 OCA Adjustment to A & G Related Payroll Expense $  (308) Line 33
5 Total OCA Recommended Adjustment to Payroll Expense § (1.455

Col B: OCA's recommended payroll expense adjustment is calculated below using information from Penelec Exhibit RAD-2, Adjustment No 5

N-RCCIENEE)

21
22
23
24
25

27

28
29
30

32

39
40
41
42
43

Allocation Per Per OCA

Description Percentage  Company OCA Adjustment Reference
(A) B) ©) D)

Bargaining Employees
IBEW 459
Straight Time Per Budget For 1/1/2017 through 4/30/17 $ 10,069 $ 10,069 § -
Straight Time 3% Increase Effective 5/1/2017 $ 302§ 201§ - L7x3%
Total Payroll for the 12 Months Ended 12/31/2017 as Adjusted $ 30216 $ 30115 § (101)
Straight Time 3% Increase Effective 5/1/2018 $ 906 $ - $ (906) L8x3%
UWUA 180
Straight Time Per Budget For 1/1/2017 through 8/31/2017 $ 595 $ 5965 § -
Straight Time 2 5% Increase Effective 9/1/2017 $ 149§ 50 $ - L10x2 5%
Total Payroll for the 12 Months Ended 12/31/2017 as Adjusted $ 9223 § 9,124 § 99)
Straight Time 2 5% Increase Effective 5/1/2018 $ 231§ - $ (231) L12x25%
Non-Bargaining Employees
Straight Time Per Budget for 1/1/2017 through 2/28/2017 $ 3629 $ 3629 § -
Straight Time 3% Increase Effective 3/1/2017 $ 109§ 91 § - L14x3%
Total Payroll for the 12 Months Ended 12/31/2017 as Adjusted $ 22,731 $ 22,713 § (18)
Straight Time 3% Increase Effective 3/1/2018 $ 682 § - $ (682) L16x3%
Total Company Payroll Adjustment $ 2379 § 342§ (2,037) L7+L9+L11+LI13+L15+L17
O&M Allocation Percentage 49 56% 49 56% Penelec Exhibit RAD-2 (page 12)
Total O&M Payroll Adjustment $ L1719 §$ 169 $ (1,0100 LI8xLI9
Allocation of Bargaining and Non-Bargaining Payroll Adjustment
Price to Compare 000% $ - $ - $ -
Transmission 000% $ - $ - $ - Not Included in Cost of Service
Distribution 6700% $ 79 $ 113 $ (677)  Penelec Exhibit RAD-2, Adjustment No 5
Customer Accounts 1776% $ 209§ 30§ (179)  Penelec Exhibit RAD-2, Adjustment No 6
Customer Service 1111% $ 131§ 19 3 (112)  Penelec Exhibit RAD-2, Adjustment No 7
Administrative & General 413% _$ 49 8 78 (42)  Penelec Exhibit RAD-2, Adjustment No 8
Total Allocation of Payroll Adjustment 10000% $ 1,179 _§ 169 $ (1,010) See Line 20
Service Company
Straight Time Per Budget for 1/1/2017 Through 2/28/2017 $ 2173 $ 2173 § -
Straight Time 3% Increase Effective 3/1/2017 $ 65 § 54§ -
Total Service Company Payroll for the 12 Months Ended 12/31/2017 as Adjusted $ 14476 $ 14465 § (11)
Straight Time 3% Increase Effective 3/1/2018 $ 434§ - $ (434)
Total Service Company Payroll Adjustment $ 499 § 54§ (445)
Allocation of Service Company Payroll Adjustment
Price to Compare 000% $ - $ - $ -
Transmission 000% $ - $ - $ - Not Included in Cost of Service
Distribution 1437% $ 72 3 8 3 (64) Penelec Exhibit RAD-2, Adjustment No 5
Customer Accounting and Information 2589% $ 129 § 14 3 (115)  Penelec Exhibit RAD-2, Adjustment No 6
Administrative & General 5974% _$ 298§ 32§ (266)  Penclec Exhibit RAD-2, Adjustment No 8
Total Allocation of Service Company Payroll Adjustment 100 00% _$ 499 § 54§ (445) See Line 32
Total Allocation of OCA Recommended Payroll Adjustment
Distribution $ 862 $ 121§ (741) L23+L35
Customer Accounts/Customer Accounting and Information $ 338§ 44 S (294) L24+1L36
Customer Service $ 131§ 19 3 (112) L25
Administrative & General $ 347§ 39§ (308) L26+L37
Total OCA Recommended Adjustment to Payroll Expense $§ 1678 § 223 _§ (1,455) Excludes Transmission
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Pennsylvania Electric Company
Employee Benefits

Fully Projected Future Test Year Ended 12/31/2017

Exhibit LA-PN-3

(Thousands of Dollars)
Line
No. Description Amount Reference
@A)
1 Penelec Proposed Increase to Employee Benefits Expense $ 180 A
2 OCA Recommended Increase to Employee Benefits Expense $ 26 B
3 OCA Adjustment to Employee Benefits Expense $ (154) L2-L1

Notes and Source

Schedule C-8
Docket No. R-2016-2537352

Page 1 of 1

Exhibit LA-PN-3
Page 27 of 37

A: Company amount from Penelec Exhibit RAD-2, Adjustment No. 8, Supporting Schedule No. 3

NN L b~

B: OCA's recommended adjustment calculated below using information from Penelec Exhibit RAD-2, Adjustment No. 8

10
11
12
13
14
15

16
17
18
19
20
21
22

Amount

Total increase due to payroll adjustment per Company $ 615
Less pension costs $ (426)
Less OPEB costs $

$

Net Increase to Employee Benefits Expense 180

©)

OCA Payroll
Expense Employee

Effective Adjustment Benefits
Description Rate Per Sch. C-6  Adjustment
Worker's Compensation 0.724% § 169 § 1
Pension Costs 37.325% $ 169 §$ -
OPEB Costs 0.793% $ 169 S -
Life Insurance 0.153% $ 169 §$ -
Medical Insurance 9.625% § 169 § 16
Savings Plan 3.076% $ 169 § 5
Other 2.180% $ 169 § 4
Total $ 26
Summary of Employee Benefit Rates (Penelec Exhibit RAD-27)

Total Total Effective

Description Amount Payroll* Rate
Worker's Compensation $ 531 § 73,348 0.724%
Pension Costs $ 27377 $ 73,348 37.325%
OPEB Costs $ 582 $ 73,348 0.793%
Life Insurance $ 112§ 73,348 0.153%
Medical Insurance $ 7,060 $ 73,348 9.625%
Savings Plan $ 225 § 73,348 3.076%
Other $ 1,599 § 73,348 2.180%

* Penelec Exhibit RAD-2, Adjustment No. 8, Supporting Schedule No. 3 reflects total FPFTY payroll of $75.727 million, but Penelec
Exhibit RAD-2, Adjustment No. 5, Supporting Schedule 1 reflects total FPFTY payroll of $73.348 million which ties to Penelec
Exhibit RAD-27.

Pension and OPEB expense are adjusted for on Schedule's C-9 and C-10
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Exhibit LA-PP-3

Page 1 of 36
Pennsylvania Power Company
Docket No. R-2016-2537355
Exhibit LA-PP-3
Revenue Requirement and Adjustment Schedules
Accompanying the Direct Testimony of Ralph Smith
No. of Appliesto
Number _ |Description Pages Revised Confidential | This Utility| Page No.
Revenue Requirement Summary Schedules
A Calculation of Revenue Deficiency (Sufficiency) 2 Yes No Yes 2-3
A-1 Gross Revenue Conversion Factor 1 Yes No Yes 4
B Adjusted Rate Base 1 Yes No Yes 5
B1 Summary of Rate Base Adjustments 1 Yes No Yes 6
C Adjusted Net Operating Income 1 Yes No Yes 7
Cl1 Summary of Net Operating Income Adjustments 2 Yes No Yes 8-9
D Capital Structure and Cost Rates 1 Yes No Yes 10
Rate Base Adjustments
B-1 Average FPFTY Rate Base 1 No No Yes 11
B-2 Deferred Storm Damage Expense 1 No No No 12
B-3 Accumulated Depreciation Related to Depreciation Expense at Proposed Rates 1 No No Yes 13
B-4 Cash Working Capital 2 Yes No Yes 14-15
Net Operating | ncome Adjustments
C-1 Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances 4 No No Yes 16-19
C-2 Miscelleneous Expenses 1 No No Yes 20
C-3 Incentive Compensation Expense 1 No No No 21
C-4 Stock-Based Compensation Expense 1 No No No 22
C-5 Supplemental Executive Retirement Plan (SERP) Expense 1 No No Yes 23
C-6 Payroll Expense 1 No No Yes 24
C-7 Payroll Tax Expense 1 No No Yes 25
C-8 Employee Benefits 1 No No Yes 26
C-9 Pension Expense 1 No No No 27
C-10  |Post Retirement Benefits Other Than Pensions (OPEB) 1 No No No 28
C-11 | Affiliate Aircraft Expense 1 Yes No Yes 29
C-12  |Rate Case Expense 1 No No Yes 30
C-13  |Interest Synchronization 1 Yes No Yes 31
E Consolidated Tax Savings 3 Yes Yes Yes 32-34
E-1 Application of Act 40 Revenue Use Differential 2 Yes No Yes 35-36
Total Pages (including Contents page)| 36
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Pennsylvania Power Company

Exhibit LA-PP-3
Page 3 of 36

Exhibit LA-PP-3

Notes and Source

Revenue Requirement Reconciliation Schedule A
Docket No R-2016-2537355
Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 2
(Thousands of Dollars) Revised
OCA
Revenue
Line Schedule OCA OCA Requirement
_No_ Description Reference Component Adjustments Multiplier Amount
(A) (B) ©
D ROR Difference -12970%
Rate Base A-1 GRCF X 1816003
1 Rate Base per Penn Power's Filing B $ 413,519 -2355% $ (9,740)
D Rate of Return 7407%
Effect of OCA Adjustmentsto Rate Base A-1 GRCF X 1816003
2 Average FPFTY Rate Base B-1 $ (14,002) 1345% $ (1,883)
3 Deferred Storm Damage Expense B-2 $ (1,428) 13 45% $ (192)
4 Accumulated Depreciation Related to Depreciation Expense at Proposed Rates B-3 $ 2,951 1345% $ 397
5  Cash Working Capital B-4 $ (7,030) 13 45% $ (946)
6 Application of Act 40 Revenue Use Differential E-1 $ 2,248 1345% $ (302)
7  Total OCA Rate Base Adjustments $ (21,757
8  OCA Adjusted Original Cost Rate Base B $ 391,762
Net Operating ncome Pre-Tax Net Operating OCA
Operating Income IncomeAmount GRCF
Effect of OCA Adjustmentson NOI Amount SchC 1 Sch A-1
9  Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances C-1 $ (5,901) $ 3,452 1816003 $ (6,269)
10 Miscelleneous Expenses C-2 $ 1) $ 1 1816003 $ (1)
11 Incentive Compensation Expense C-3 $ (131) $ 77 1816003 $ (139)
12 Stock-Based Compensation Expense C-4 $ (515) $ 301 1 816003 $ (547)
13 Supplemental Executive Retirement Plan (SERP) Expense C-5 $ (98) $ 57 1816003 $ (104)
14 Payroll Expense C-6 $ (322) $ 189 1 816003 $ (342)
15  Payroll Tax Expense C-7 $ 27) $ 16 1 816003 $ (28)
16  Employee Benefits C-8 $ (42) $ 25 1 816003 $ (45)
17  Pension Expense Cc-9 $ (1,783) $ 1,043 1816003 $ (1,895)
18  Post Retirement Benefits Other Than Pensions (OPEB) C-10 $ (892) $ 522 1 816003 $ (948)
19 Affiliate Aircraft Expense C-11 $ - $ - 1816003 $ -
20  Rate Case Expense C-12 $ (49) $ 28 1816003 $ (51)
21 Interest Synchronization C-13 $ - $ (448) 1816003 $ 813
22 Revenue Normalization Related to Phase IIl EE&C Plan 5-Year Average of Usage Reductions Exh LA-PP-2* § - 461 1816003 $ (837)
23 Total OCA Adjustments to Operating Income Cl1 $ (9,760) 5,724
24 Net Operating Income per Company Filing C 9 13,742
25 OCA Adjusted Net Operating |ncome C S 19,466
Gross Revenue Conversion Factor Difference:
26 Per OCA A-1 1816003
27  Per Company A-1 1816001
28  Difference 0000002
29  Company Adjusted NOI Deficiency A $ 22,223
30  GRCF Difference $ 0
31 OCAREVENUE REQUIREMENT ADJUSTMENTS ABOVE $ (23,059)
32 Company Requested Base Rate Revenues A $ 40,357
33 Reconciled Revenue Requirement $ 17,298
34 Revenue Requirement Calculated on Schedule A A $ 17,347
35  Unidentified Difference $ (49)
36  Unidentified Difference as percent of OCA base rate revenue increase -0 28%

Pre-tax return computed using Gross Revenue Conversion Factor

*Exhibit LA-PP-2 was filed in conjunction with the Supplemental Direct Testimony of OCA witness Ralph C Smith that was served on August 17,2016



Pennsylvania Power Company
Gross Revenue Conversion Factor

Exhibit LA-PP-3
Page 4 of 36

Exhibit LA-PP-3
Schedule A-1
Docket No R-2016-2537355

Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars) Revised
Company Effective
Company Proposed Company Current Revised
Line Proposed Derived Proposed as Income Tax OCA
No Description Amounts Percentages Percentages Rate Proposed
(A) (B) © (BI) (D)
1 Gross Revenue N 40,357 100 00000% 100 00000%
2 Taxes Other Than Income $ 2,374 5 88% 5 882500% 5 88250%
3 Taxable Income N 37,983 94 11750% 94 11750%
4 State Income Taxes S 3,794 999% 940110% 999% 940111%
5 Income Before Federal Income Taxes $ 34,189 84 71640% 84 71639%
6 Federal Income Taxes $ 11,966 3500% 29 65040% 3500% 29 65040%
7 Change in Net Operating Income $ 22,223 55 06600% 55 06599%
8 Gross Revenue Conversion Factor 1 81600 1 81600 1 81600
Notes and Source
Col A: Penn Power Exhibit RAD-2, Page 6
Col B: Derived from Column A
Components of Revenue Requirement Increase
Penn Power Percent OCA Percent
9 Net Income N 22,223 5507% § 9,552 55 06599%
10 Taxes Other Than Income $ 2,374 588% $ 1,020 5 88250%
11 Current State Income Taxes $ 3,794 940% $ 1,631 940111%
12 Current Federal Income Taxes $ 11,966 2965% $ 5,143 29 65040%
13 Total Revenue Increase $ 40,357 100 00% $ 17,346 100 0000%
14 Total Revenue Increase (From Schedule A) $ 17,347
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Exhibit LA-PP-3

Schedule C-1

Docket No R-2016-2537355

Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 4
Accrual Accrual
Per Company Per Company Accrual Rate Expense Accrual Rate Expense
Adjusted Adjusted ELG Ave Remaining Amount ELG Ave Remaining Amount
Line Acct Plant Balances Plant Balances Average Life Basis Based on Life Basis Based on Avg OCA
No No at 12/31/2016 at 12/31/2017 Plant Balances Per Penn Power 12/31/2017 Per Penn Power Plant Balances Adjustment
@A) ®) ©) D) (E=BxD) ) (G=CxF) ()
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $  12,119673 12,799,670 $ 12,459,672 14 29% $ 1,829,073 14 29% S 1,780,487 $ (48,586)
2 303  Smart Meters $ 4,089,337 $ 6,083,519 § 5,086,428 14 29% $ 869335 1429% $ 726,851 $ (142,484)
3 TOTAL INTANGIBLE PLANT $ 16,209,010 § 18,883,189 § 17,546,100 $ $ 2507338 § (191,070)
TRANSMISSION PLANT
4 350 12 Land Rights-subs $ - $ 0 $ 0 000% $ - 0 00% $ - $ -
5 35022 Land Rights - lines $ - $ 0 $ 0 000% $ - 0 00% $ - $ -
6 3521 Structures $ 764,598 $ 764,598 $ 764,598 080% $ 6,117 080% $ 6,117 $ -
7 3522 Clearing Costs $ 195,216 $ 195,216 $ 195,216 135% $ 2,635 135% $ 2,635 $ -
8 353  Station Equipment $ 6,417,734  $ 6,417,734  $ 6,417,734 080% $ 51,342 080% $ 51,342 § -
9 354 Towers and Fixtures $ 7,576 $ 7,576 $ 71,576 005% $ 4 005% $ 4 8 -
10 355  Poles and Fixtures $ 2,825,553 §$ 2,825,553 §$ 2,825,553 177% $ 50,012 177% $ 50,012 $ -
11 3561 Overhead Conductors S 2,591,159 $ 2,591,159 §$ 2,591,159 157% $ 40,681 157% $ 40,681 § -
12 3562 Clearing Costs S 130,852 § 130,852 § 130,852 157% S 2,054 157% $ 2,054 $ -
13 357  Underground Conduit $ 64,654 $ 64,654 $ 64,654 147% $ 950 147% $ 950 $ -
14 358  Underground Conductors $ 36,071 $ 36,071 $ 36,071 157% $ 566 157% $ 566 $ -
15 359 Roads & Trails $ 6324 § 6324 § 6,324 117% $ 74 117% $ 748 -
16 TOTAL TRANSMISSION PLANT $ 13,039,737 § 13,039,737 § 13,039,737 $ 154,435 $ 154,435 § -
DISTRIBUTION PLANT
17 360 12 Land Rights-subs $ 10,977  $ 10,977  $ 10,977 000% $ - 000% $ - $ -
18 36022 Land Rights-lines $ 5791894 § 5,791,894 5,791,894 000% $ - 000% $ -8 -
19 3611 Structures $ 1,281,777  $ 1,327,843 § 1,304,810 131% $ 17,395 131% $ 17,093 § (302)
20 3612 Clearing Costs $ 448,649 § 448,649 § 448,649 137% $ 6,146 137% $ 6,146 $ -
21 362  Station Equipment $ 51,806,152 $ 56,320,534 $ 54,063,343 276% $ 1,554,447 276% $ 1,492,148 § (62,299)
22 364 Poles, Towers and Fixtures $ 110,793,544 $ 120,242,928  $ 115,518,236 224% $ 2,693,442 224% $ 2,587,608 $ (105,834)
23 365 Overhead Conductors $ 116,186,220 $ 129,141,372 § 122,663,796 240% $ 3,099,393 2 40% $ 2943931 § (155,462)
24 3651 Clearing Costs S 48591447 48,591,447 S 48,591,447 233% $ 1,132,181 233% $ 1,132,181 § -
25 366 Underground Conduit $ 7,645,677 S 7,699,286 S 7,672,481 185% $ 142,437 185% $ 141,941 § (496)
26 367 Underground Conductors $ 66219919 $ 70,996,721 $ 68,608,320 223% $ 1,583,227 223% S 1,529,966 $ (53,261)
27 368 Line Transformers $ 107,867,565 $ 112,735,325  $ 110,301,445 2 66% $ 2,998,760 2 66% $ 2934018 § (64,742)
28 369 Overhead Services $ 38,808,793 $ 39,459,842 $ 39,134,318 135% $ 532,708 135% $ 528,313 § (4,395)
29 3691 Underground Services $ - $ - $ - 000% $ - 0 00% $ - $ -
30 370 Meters $ - $ - $ - 000% $ - 000% $ - $ -
31 370 Smart Grid - 10yr Life $ 145,735  § 145,735  § 145,735 10 00% $ 14,573 10 00% $ 14573 § -
32 370 Smart Meters non classified - 15yr Life S 12,719,801 § 15,248,339 § 13,984,070 667% $ 1,017,064 667% $ 932,737 § (84,327)
33 370  Smart Meter Commercial - 15yr Life S 2,971,079 $ 2,971,079 $ 2,971,079 667% S 198,171 667% $ 198,171  § -
34 370  Smart Meter Industrial - 15yr Life S 80 S 80 S 80 667% $ 5 667% $ 59 -
35 370 Smart Meter Infrastructure-15yr L $ 2,414213 §$ 2,414213 $ 2,414,213 667% $ 161,028 667% $ 161,028 § -
36 370 Smart Meter Residential - 15yr Life $ 17,924,425  § 17,924,425  § 17,924,425 667% $ 1,195,559 667% $ 1,195559 § -
37 371 Inst On Cust Prem $ 3,792,738  § 3,792,738  § 3,792,738 204% $ 77,372 204% $ 71372 $ -
38 373  Street Lighting and Signal Systems $ 12,293,578 § 12,358,996 § 12,326,287 288% $ 355,939 288% $ 354,997 § (942)
TOTAL DISTRIBUTION PLANT $ 607,714,261 $ 647,622,422 § 627,668,343 $ 16,779,847 $ 16,247,787 § (532,060)
GENERAL PLANT
39 3891 Land Rights $ 311§ 311§ 311 000% $ - 000% $ - $ -
40 3901 Structures $ 5,745,175  $ 5745477 $ 5,745,326 179% $ 102,844 179% $ 102,841 § 3)
41 3902 Clearing $ 41,299 $ 41,299 $ 41,299 222% $ 917 222% $ 917 $ -
42 3903 Structure LH $ 407,069 $ 407,069 $ 407,069 000% $ - 000% $ - $ -
43 3911 Office Furniture & Equipment $ 739,893 § 739,893 § 739,893 24 10% $ 178,314 24 10% $ 178,314 § -
44 3912 Data processing Equip S 1,878,444 § 1,878,444 § 1,878,444 3563% $ 669,290 3563% $ 669,290 ' $ -
45 3912 Project Evolution S 13,028 § 13,028 § 13,028 3563% S 4,642 3563% $ 4,642 S -
46 3912 Data Processing Smart Meters $ 3,167,936 $ 3,372,007 $ 3,269,971 20 00% $ 674,401 20 00% $ 653,994 § (20,407)
47 392 Transportation $ 594,878 § 594,878 § 594,878 10 04% $ 59,726 10 04% $ 59,726 $ -
48 393  Stores Equipment $ 171,743 $ 171,743 $ 171,743 11 10% $ 19,063 11 10% $ 19,063 $ -
49 394  Tools, Shop, & Garage Equipment $ 2,433,042 $ 2,433,042 $ 2,433,042 8 50% $ 206,809 850% $ 206,809 $ -
50 395  Laboratory Equipment $ 72,968 $ 72,968 $ 72,968 693% $ 5,057 693% $ 5057 $ -
51 396 Power Operated Equipment $ 461,035 § 461,035 § 461,035 556% $ 25,634 556% $ 25,634 $ -
52 397 Communications Equipment S 2,379,512 $ 2,502,973 $ 2,441,243 901% $ 225518 901% $ 219,956 $ (5,562)
53 398 Miscellancous Equipment S 63,790 $ 63,790 $ 63,790 6 42% S 4,095 642% $ 4,095 § -
54 TOTAL GENERAL PLANT S 18.170,122_S 18,497,957 $ 18,334,040 5 $ _ 2.150338 _$ (25.972)
55 GRAND TOTAL $ 655133130 S 698,043,305 $ 676,588,219 $ 21,809,000 § 21,059,898 §  (749,102)

Notes and Source

Col A: Amounts from Penn Power Exhibit RAD-47
Col B: Amounts from Penn Power Exhibit RAD-46
Cols D&F: Depreciation rates from Penn Power Exhibit RAD-53
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Exhibit LA-PP-3

Schedule C-1

Docket No R-2016-2537355

Fully Projected Future Test Year Ended 12/31/2017 Page 3 of 4
Average Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line  Acct Depreciable Life Basis Amount Life Basis Amount OCA
No No Base Per Penn Power Per Penn Power Per OCA Per OCA Adjustment
@A) ®) © (D) ® (F)
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $ 12,459,672 14 29% $ 1,780,487 430% $ 535766 $  (1,244,721)
2 303  Smart Meters $ 5,086,428 14 29% $ 726,851 14 29% $ 726851 § -
3 TOTAL INTANGIBLE PLANT $ 17,546,100 $ 2,507,338 $ 1262617 $§ (1,244,721)
TRANSMISSION PLANT
4 350 12 Land Rights-subs $ 0 000% $ - 000% $ - $ -
5 35022 Land Rights - lines $ 0 0 00% $ - 0 00% $ - $ -
6 3521 Structures $ 764,598 080% $ 6,117 071% $ 5429 § (688)
7 3522 Clearing Costs $ 195,216 135% $ 2,635 127% $ 2,479 $ (156)
8 353  Station Equipment $ 6,417,734 080% $ 51,342 069% $ 44,282 § (7,060)
9 354 Towers and Fixtures $ 7,576 005% $ 4 000% $ - $ 4)
10 355  Poles and Fixtures $ 2,825,553 177% $ 50,012 137% $ 38,710 $ (11,302)
11 3561 Overhead Conductors $ 2,591,159 157% $ 40,681 115% $ 29,798 § (10,883)
12 3562 Clearing Costs $ 130,852 157% $ 2,054 1 68% $ 2,198 § 144
13 357 Underground Conduit $ 64,654 147% $ 950 159% $ 1,028 § 78
14 358 Underground Conductors $ 36,071 157% $ 566 173% $ 624 $ 58
15 359 Roads & Trails $ 6,324 117% $ 74 1 14% $ 72§ 2
16 TOTAL TRANSMISSION PLANT $ 13,039,737 $ 154,435 $ 124620 § (29,815)
DISTRIBUTION PLANT
17 360 12 Land Rights-subs $ 10,977 0 00% $ - 0 00% $ - $ -
18 36022 Land Rights-lines $  5791,894 000% $ - 000% $ - $ -
19 3611 Structures $ 1,304,810 131% $ 17,093 103% $ 13,440 § (3,653)
20 3612 Clearing Costs $ 448,649 137% $ 6,146 121% $ 5429 § (717)
21 362 Station Equipment $ 54,063,343 276% $ 1,492,148 167% $ 902,858 § (589,290)
22 364 Poles, Towers and Fixtures $ 115,518,236 224% $ 2,587,608 1 66% $ 1,917,603 $ (670,005)
23 365 Overhead Conductors $ 122,663,796 240% $ 2,943,931 155% $ 1,901,280 §  (1,042,642)
24 3651 Clearing Costs § 48,591,447 233% $ 1,132,181 159% § 772,604 § (359,577)
25 366 Underground Conduit $ 7,672,481 185% $ 141,941 155% $ 118923 § (23,018)
26 367 Underground Conductors $ 68,608,320 223% $ 1,529,966 176% $ 1,207,506 $ (322,460)
27 368 Line Transformers $ 110,301,445 2 66% $ 2,934,018 194% $ 2139848 $ (794,170)
28 369 Overhead Services $ 39,134,318 135% $ 528,313 120% $ 469,612 $ (58,701)
29 3691 Underground Services $ - 0 00% $ - 0 00% $ - $ -
30 370 Meters $ - 000% $ - 0 00% $ - $ -
31 370  Smart Grid - 10yr Life $ 145,735 10 00% $ 14,573 681% $ 9,925 § (4,648)
32 370  Smart Meters non classified - 15yr Life ~ $ 13,984,070 6 67% $ 932,737 681% $ 952315 § 19,578
33 370  Smart Meter Commercial - 15yr Life $ 2,971,079 667% $ 198,171 681% $ 202,330 $ 4,159
34 370 Smart Meter Industrial - 15yr Life $ 80 667% $ 5 681% $ 58 -
35 370 Smart Meter Infrastructure-15yr L $ 2414213 667% $ 161,028 6 81% $ 164,408 $ 3,380
36 370 Smart Meter Residential - 15yr Life $ 17,924,425 667% $ 1,195,559 681% $ 1,220,653 $ 25,094
37 371 Inst On Cust Prem $ 3,792,738 2 04% $ 71,372 183% $ 69,407 § (7,965)
38 373  Street Lighting and Signal Systems $ 12,326,287 2 88% $ 354,997 195% $§ 240363 § (114,634)
TOTAL DISTRIBUTION PLANT $ 627,668,343 $ 16,247,787 $ 12,308,518 $  (3,939,269)
GENERAL PLANT
39 3891 Land Rights $ 311 000% $ - 000% $ - $ -
40 3901 Structures $ 5,745,326 179% $ 102,841 1 08% $ 62,050 $ (40,791)
41 3902 Clearing $ 41,299 222% $ 917 187% $ 772§ (145)
42 3903 Structure LH $ 407,069 000% $ - 000% $ - $ -
43 3911 Office Furniture & Equipment $ 739,893 24 10% $ 178,314 770% $ 56,972 $ (121,342)
44 3912 Data processing Equip $ 1,878,444 3563% $ 669,290 47 36% $ 889,631 § 220,341
45 3912 Project Evolution $ 13,028 3563% $ 4,642 20 09% $ 2,617 $ (2,025)
46 3912 Data Processing Smart Meters $ 3,269,971 20 00% $ 653,994 20 09% $ 656937 § 2,943
47 392  Transportation $ 594,878 10 04% $ 59,726 501% $ 29,803 § (29,923)
48 393  Stores Equipment $ 171,743 11 10% $ 19,063 6 56% $ 11,266 $ (7,797)
49 394 Tools, Shop, & Garage Equipment $ 2,433,042 850% $ 206,809 10 65% $ 259,119 § 52,310
50 395 Laboratory Equipment $ 72,968 693% $ 5,057 825% $ 6,020 § 963
51 396 Power Operated Equipment $ 461,035 556% $ 25,634 513% $ 23,651 $ (1,983)
52 397 Communications Equipment $ 2,441,243 901% $ 219,956 799% $ 195,055 $ (24,901)
53 398 Miscellaneous Equipment $ 63,790 642% $ 4,095 28 72% $ 18,320 § 14,225
54 TOTAL GENERAL PLANT $ 18,334,040 $ 2,150,338 $ 2212213 § 61,875
55 GRAND TOTAL $ 676,588,219 $ 21,059,898 $ 15,907,968 $  (5,151,930)

Notes and Source

Col A: See page 2, column C
Col B: Depreciation rates from Penn Power Exhibit RAD-53
Cols D-F: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Pennsylvania Power Company Exhibit LA-PP-3
Depreciation Expense at Proposed Rates Schedule C-1
Docket No R-2016-2537355
Fully Projected Future Test Year Ended 12/31/2017 Page 4 of 4
Per Company Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line  Acct Plant Balances Life Basis Amount Life Basis Amount OCA
No No at 12/31/2017 Per Penn Power Per Penn Power Per OCA Per OCA Adjustment
@A) ®) © ) ) )
INTANGIBLE PLANT
1 303 Miscellaneous Intangible Plant $ 12,799,670 14 29% $ 1,829,073 430% $ 550,386 $  (1,278,687)
2 303  Smart Meters $ 6,083,519 14 29% $ 869,335 14 29% $ 869335 § -
3 TOTAL INTANGIBLE PLANT $ 18,883,189 $ 2,698,408 $ 1419721 $ (1,278,687)
TRANSMISSION PLANT
4 350 12 Land Rights-subs $ 0 000% $ - 000% $ - $ -
5 35022 Land Rights - lines $ 0 0 00% $ - 0 00% $ - $ -
6 3521 Structures $ 764,598 0 80% $ 6,117 071% $ 5429 § (688)
7 3522 Clearing Costs $ 195,216 135% $ 2,635 127% $ 2479 § (156)
8 353  Station Equipment $ 6,417,734 0 80% $ 51,342 069% $ 44282 § (7,060)
9 354 Towers and Fixtures $ 7,576 005% $ 4 0 00% $ - $ 4
10 355  Poles and Fixtures $ 2,825,553 177% $ 50,012 137% $ 38,710 $ (11,302)
11 3561 Overhead Conductors $ 2,591,159 157% $ 40,681 115% $ 29,798 $ (10,883)
12 3562 Clearing Costs $ 130,852 157% $ 2,054 1 68% $ 2,198 § 144
13 357 Underground Conduit $ 64,654 147% $ 950 159% $ 1,028 § 78
14 358  Underground Conductors $ 36,071 157% $ 566 173% $ 624§ 58
15 359 Roads & Trails $ 6,324 117% $ 74 1 14% $ 72§ 2)
16 TOTAL TRANSMISSION PLANT $ 13,039,737 $ 154,435 $ 124,620 § (29,815)
DISTRIBUTION PLANT
17 360 12 Land Rights-subs $ 10,977 0 00% $ - 0 00% $ - $ -
18 36022 Land Rights-lines $  5791,894 000% $ - 000% $ - $ -
19 3611 Structures $ 1,327,843 131% $ 17,395 1 03% $ 13,677 $ (3,718)
20 3612 Clearing Costs $ 448,649 137% $ 6,146 121% $ 5429 § (717)
21 362  Station Equipment $ 56,320,534 276% $ 1,554,447 167% $ 940,553 § (613,894)
22 364 Poles, Towers and Fixtures $ 120,242,928 224% $ 2,693,442 1 66% $ 1,996,033 § (697,409)
23 365 Overhead Conductors $ 129,141,372 2 40% $ 3,099,393 155% $ 2,001,691 $  (1,097,702)
24 3651 Clearing Costs $ 48,591,447 233% $ 1,132,181 159% $ 772,604 § (359,577)
25 366 Underground Conduit $ 7,699,286 185% $ 142,437 155% $ 119339 § (23,098)
26 367 Underground Conductors $ 70,996,721 223% $ 1,583,227 176% $ 1,249,542 § (333,685)
27 368 Line Transformers $ 112,735,325 2 66% $ 2,998,760 1 94% $ 2,187,065 § (811,695)
28 369 Overhead Services $ 39,459,842 135% $ 532,708 120% $ 473518 § (59,190)
29 3691 Underground Services $ - 0 00% $ - 0 00% $ - $ -
30 370 Meters $ - 0 00% $ - 0 00% $ - $ -
31 370  Smart Grid - 10yr Life $ 145,735 10 00% $ 14,573 681% $ 9,925 § (4,648)
32 370 Smart Meters non classified - 15yr Life ~ $ 15,248,339 6 67% $ 1,017,064 681% $ 1,038412 §$ 21,348
33 370  Smart Meter Commercial - 15yr Life $ 2,971,079 667% $ 198,171 681% $ 202330 § 4,159
34 370 Smart Meter Industrial - 15yr Life $ 80 667% $ 5 681% $ 58 -
35 370 Smart Meter Infrastructure-15yr L $  2,414213 6 67% $ 161,028 681% $ 164,408 $ 3,380
36 370 Smart Meter Residential - 15yr Life $ 17,924,425 6 67% $ 1,195,559 681% $ 1,220,653 $ 25,094
37 371 Inst On Cust Prem $ 3,792,738 2 04% $ 71,372 183% $ 69,407 $ (7,965)
38 373  Street Lighting and Signal Systems $ 12,358,996 2 88% $ 355,939 195% $§ 241,000 § (114,939)
TOTAL DISTRIBUTION PLANT $ 647,622,422 $ 16,779,847 $ 12,705,591 §  (4,074,256)
GENERAL PLANT
39 3891 Land Rights $ 311 000% $ - 000% $ - $ -
40 3901 Structures $ 5,745,477 179% $ 102,844 1 08% $ 62,051 $ (40,793)
41 3902 Clearing $ 41,299 222% $ 917 187% $ 772§ (145)
42 3903 Structure LH $ 407,069 000% $ - 0 00% $ - $ -
43 3911 Office Furniture & Equipment $ 739,893 24 10% $ 178,314 770% $ 56,972 $ (121,342)
44 3912 Data processing Equip $ 1,878,444 3563% $ 669,290 47 36% $ 889,631 § 220,341
45 3912 Project Evolution $ 13,028 3563% $ 4,642 20 09% $ 2,617 § (2,025)
46 3912 Data Processing Smart Meters $ 3,372,007 20 00% $ 674,401 20 09% $ 677436 $ 3,035
47 392  Transportation $ 594,878 10 04% $ 59,726 501% $ 29,803 $ (29,923)
48 393  Stores Equipment $ 171,743 11 10% $ 19,063 656% $ 11,266 $ (7,797)
49 394  Tools, Shop, & Garage Equipment $ 2,433,042 850% $ 206,809 10 65% $ 259,119 § 52,310
50 395 Laboratory Equipment $ 72,968 693% $ 5,057 825% $ 6,020 § 963
51 396 Power Operated Equipment $ 461,035 556% $ 25,634 513% $ 23,651 $ (1,983)
52 397 Communications Equipment $ 2,502,973 901% $ 225,518 799% $ 199,988 § (25,530)
53 398 Miscellaneous Equipment $ 63,790 642% $ 4,095 28 72% $ 18,320 $ 14,225
54 TOTAL GENERAL PLANT $ 18,497,957 $ 2,176,310 $ 2,237,646 $ 61,336
55 GRAND TOTAL $ 698,043,305 $ 21,809,000 $ 16,487,578 §  (5,321,422)

Notes and Source

Col A: Amounts from Penn Power Exhibit RAD-46

Col B: Depreciation rates from Penn Power Exhibit RAD-53

Col D: OCA proposed depreciation rates sponsored by OCA witness James Garren
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Pennsylvania Power Company Exhibit LA-PP-3
Payroll Expense Schedule C-6
Docket No R-2016-2537355

Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars)
Line
No  Description Amount Reference

1 OCA Adjustment to Distribution Related Payroll Expense $  (138) Line 38

2 OCA Adjustment to Customer Accounts Related Payroll Expense $ (68) Line 39

3 OCA Adjustment to Customer Service Related Payroll Expense $ 29) Line 40

4 OCA Adjustment to A & G Related Payroll Expense $ @87 Line 41

5 Total OCA Recommended Adjustment to Payroll Expense S (322)
Notes and Source
Col B: OCA's recommended payroll expense adjustment is calculated below using information from Penn Power Exhibit RAD-2, Adjustment No 5

Allocation Per Per OCA
Description Percentage  Company OCA Adjustment Reference
(A) (B) © D)
Bargaining Employees

6 Straight Time Per Budget For 1/1/2017 through 6/30/2017 $ 5384 $ 5384 § -

7 Straight Time 2 5% Increase Effective 3/1/2017 $ 135 $ 12§ (23) L6x25%

8 Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted $ 11,038 $ 11,015

9 Straight Time 2 5% Increase Effective 3/1/2018 $ 276 $ - $ (276) L8x25%

Non-Bargaining Employees

10 Straight Time Per Budget For 1/1/2017 through 2/28/2017 $ 693 $ 693 §$ -
11 Straight Time 3% Increase Effective 3/1/2017 $ 21 $ 17 8 (4) LI10x3%
12 Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted $ 439 $ 439
13 Straight Time 3% Increase Effective 3/1/2018 $ 132 $ - $ (132) LI12x3%
14 Total Company Payroll Adjustment $ 563 $ 129 $ (434) L7+L9+L11+L13
15 O&M Allocation Percentage 45 69% 45 69%
16  Total O&M Payroll Adjustment $ 257 $ 59 § (198) LI14*L15
Allocation of Bargaining and Non-Payroll Adjustment
17 Price to Compare 000% $ - $ - $ -
18 Transmission 000% $ - $ - $ - Not Included in Cost of Service
19  Distribution 6118% $ 157 $ 36 $ (121)  Penn Power Exhibit RAD-2, Adjustment No 5
20  Customer Accounts 1853% § 48 $ 1 s (37) Penn Power Exhibit RAD-2, Adjustment No 6
21 Customer Service 1474% $ 38 $ 9 8 (29) Penn Power Exhibit RAD-2, Adjustment No 7
22 Administrative & General 554% _$ 14 $ 3 8 (11)  Penn Power Exhibit RAD-2, Adjustment No 8
23 Total Allocation of Bargaining and Non-Bargaining Payroll Adjustment 100 00% _$ 257 $ 59 8 (198)  See Line 16
Service Company
26  Straight Time Per Budget For 1/1/2017 through 2/28/2017 $ 616 $ 616 $ -
27  Straight Time 3% Increase Effective 3/1/2017 $ 18 $ IR 3)
28  Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted 4,004 4,001
29  Straight Time 3% Increase Effective 3/1/2018 120 - $ (120)
31  Total Service Company Payroll Adjustment 139 15 8 (123)
Allocation of Service Company Payroll Adjustment
32 Price to Compare 000% $ - $ - $ -
33 Transmission 000% $ - $ - $ - Not Included in Cost of Service
34 Distribution 1395% $ 19 $ 2 8 (17)  Penn Power Exhibit RAD-2, Adjustment No 5
35  Customer Accounting and Information 2508% § 35 $ 4 8 (31)  Penn Power Exhibit RAD-2, Adjustment No 6
36  Administrative & General 6097% _$ 85 $ 9 8§ (76)  Penn Power Exhibit RAD-2, Adjustment No 8
37  Total Allocation of Service Company Payroll Adjustment 10000% _$ 139 $ 15 8 (123)  See Line 31
Total Allocation of OCA Recommended Payroll Adjustment
38  Distribution $ 176§ 38 8 (138) L21+L34
39  Customer Accounts/Customer Accounting and Information $ 83 $ 15 8 (68) L22+L35
40  Customer Service $ 38 $ 9 8 (29) L23
41 Administrative & General $ 99 $ 12 8 (87) L24+1L36
42 Total OCA Recommended Adjustment to Payroll Expense $ 396 $ 74 8 (322)  Excludes Transmission
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West Penn Power Company
Docket No. R-2016-2537359
Exhibit LA-WP-3
Revenue Requirement and Adjustment Schedules
Accompanying the Direct Testimony of Ralph Smith
No. of Applies to
Number [Description Pages | Revised [ Confidential [This Utility| Page No.
Revenue Requirement Summary Schedules
A Calculation of Revenue Deficiency (Sufficiency) 2 Yes No Yes 2-3
A-1 Gross Revenue Conversion Factor 1 Yes No Yes 4
B Adjusted Rate Base 1 Yes No Yes 5
B.1 Summary of Rate Base Adjustments 1 Yes No Yes 6
C Adjusted Net Operating Income 1 Yes No Yes 7
C.1 Summary of Net Operating Income Adjustments 2 Yes No Yes 8-9
D Capital Structure and Cost Rates 1 No No Yes 10
Rate Base Adjustments
B-1 Average FPFTY Rate Base 1 No No Yes 11
B-2 Deferred Storm Damage Expense 1 No No Yes 12
B-3 Accumulated Depreciation Related to Depreciation Expense at Proposed Rates 1 No No Yes 13
B-4 Cash Working Capital 2 Yes No Yes 14-15
Net Operating Income Adjustments
C-1 Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances 4 No No No 16-19
C-2 Miscelleneous Expenses 1 No No Yes 20
C-3 Incentive Compensation Expense 1 No No Yes 21
C-4 Stock-Based Compensation Expense 1 No No No 22
C-5 Supplemental Executive Retirement Plan (SERP) Expense 1 No No Yes 23
C-6 Payroll Expense 1 No No Yes 24
C-7 Payroll Tax Expense 1 No No Yes 25
C-8 Employee Benefits 1 No No Yes 26
C-9 Pension Expense 1 No No No 27
C-10  |Post Retirement Benefits Other Than Pensions (OPEB) 1 No No No 28
C-11 Affiliate Aircraft Expense 1 Yes No Yes 29
C-12  |Rate Case Expense 1 No No Yes 30
C-13 _ |Interest Synchronization 1 Yes No Yes 31
Total Pages (including Contents page)| 31
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Exhibit LA-WP-3

- RTINS N

Notes and Source

Revenue Requirement Reconciliation Schedule A
Docket No. R-2016-2537359
Future Projected Test Year Ended 12/31/2017 Page 2 of 2
(Thousands of Dollars) Revised
OCA
Revenue
Schedule OCA OCA Requirement
_No.  Description Reference Component Adjustments Multiplier Amount
(A) (B) ©
D ROR Difference -0.8810%
Rate Base A-1 GRCF X 1.816184
1 Rate Base per West Penn's Filing B $ 1,364,215 -1.600% $ (21,828)
D Rate of Return 7.023%
Effect of OCA Adjustments to Rate Base A-1 GRCF X 1.816184
Average FPFTY Rate Base B-1 $ (34,574) 12.76% $ (4,410)
Deferred Storm Damage Expense B-2 $ 12.76% $ (1,466)
Accumulated Depreciation Related to Depreciation Expense at Proposed Rates B-3 $ 12.76% $ 919
Cash Working Capital B-4 $ 12.76% $ (5,122)
Total OCA Rate Base Adjustments
7  OCA Adjusted Original Cost Rate Base B $ 1,285,196
Net Operating Income Pre-Tax Net Operating OCA
Operating Income IncomeAmount GRCF
Effect of OCA Adjustments on NOI Amount Sch C.1 Sch. A-1
8  Depreciation Expense at Proposed Rates Using FPFTY Average Plant Balances C-1 $ (14,416) $ 8,434 1.816184 $ (15,318)
9  Miscelleneous Expenses C-2 $ (35) $ 21 1.816184 $ 37)
10 Incentive Compensation Expense C-3 $ (638) $ 373 1.816184 $ (678)
11 Stock-Based Compensation Expense C-4 $ (2,889) $ 1,690 1.816184 $ (3,070)
12 Supplemental Executive Retirement Plan (SERP) Expense C-5 $ (130) $ 76 1.816184 $ (138)
13 Payroll Expense C-6 $ (1,245) $ 729 1.816184 $ (1,323)
14 Payroll Tax Expense C-7 $ (154) $ 90 1.816184 $ (164)
15 Employee Benefits C-8 $ (121) $ 71 1.816184 $ (129)
16  Pension Expense C-9 $ (7,216) $ 4,222 1.816184 $ (7,667)
17  Post Retirement Benefits Other Than Pensions (OPEB) C-10 $ (2,328) $ 1,362 1.816184 $ (2,473)
18  Affiliate Aircraft Expense C-11 $ - $ - 1.816184 $ -
19  Rate Case Expense C-12 $ (212) $ 124 1.816184 $ (225)
20  Interest Synchronization C-13 $ - $ (796) 1.816184 $ 1,446
21  Revenue Normalization Related to Phase Il EE&C Plan 5-Year Avg of Usage Reductions Exh. LA-WP-2* $ - $ 1,621 1.816184 $ (2,944)
22 Total OCA Adjustments to Operating Income C.1 $ (29.383) $ 18,016
23 Net Operating Income per Company Filing C $ 56,454
24  OCA Adjusted Net Operating Income C $ 74,470
Gross Revenue Conversion Factor Difference:
25  Per OCA A-1 1.816184
26 Per Company A-1 1.816181
27  Difference 0.000003
28  Company Adjusted NOI Deficiency A $ 51,355
29  GRCF Difference $ 0
30 OCA REVENUE REQUIREMENT ADJUSTMENTS ABOVE $ (64,627)
31  Company Requested Base Rate Revenues A $ 93,270
32 Reconciled Revenue Requirement $ 28,643
33 Revenue Requirement Calculated on Schedule A A $ 28,641
34 Unidentified Difference $ 2
35  Unidentified Difference as percent of OCA base rate revenue increase 0.01%

Pre-tax return computed using Gross Revenue Conversion Factor

*Exhibit LA-WP-2 was filed in conjunction with the Supplemental Direct Testimony of OCA witness Ralph C. Smith that was served on August 17, 2016.



West Penn Power Company
Gross Revenue Conversion Factor
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Exhibit LA-WP-3
Schedule A-1

Docket No. R-2016-2537359

Future Projected Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars) Revised
Company Effective
Company Proposed Company Current Revised
Line Proposed Derived Proposed as Income Tax OCA
No. Description Amounts Percentages Percentages Rate Proposed
(A) (B) © (BI) (D)

1 Gross Revenue N 93,270 100.00000% 100.00000%

2 Taxes Other Than Income $ 5,493 5.89% 5.889400% 5.88940%

3 Taxable Income N 87,777 94.11060% 94.11060%

4 State Income Taxes S 8,769 9.99% 9.40170% 9.99% 9.40174%

5 Income Before Federal Income Taxes $ 79,008 84.70890% 84.70886%

6 Federal Income Taxes $ 27,653 35.00% 29.64840% 35.00% 29.64835%

7 Change in Net Operating Income $ 51,355 55.06050% 55.06050%

8 Gross Revenue Conversion Factor 1.81618 1.81618 1.81618
Notes and Source
Col. A:  West Penn Exhibit RAD-2
Col. B:  Derived from Column A

Components of Revenue Requirement Increase
West Penn Percent OCA Percent

9 Net Income N 51,355 55.06% § 15,770 55.06050%

10 Taxes Other Than Income $ 5,493 589% $ 1,687 5.88940%

11 Current State Income Taxes $ 8,769 9.40% $ 2,693 9.40174%

12 Current Federal Income Taxes $ 27,653 29.65% $ 8,492 29.64835%

13 Total Revenue Increase $ 93,270 100.00% $ 28,642 100.0000%

14 Total Revenue Increase (From Schedule A) $ 28,641
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Depreciation Expense at Proposed Rates
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Exhibit LA-WP-3

Schedule C-1
Docket No. R-2016-2537359

Fully Projected Future Test Year Ended 12/31/2017 Page 2 of 4
Accrual Accrual
Per Company Per Company Accrual Rate Expense Accrual Rate Expense
Adjusted Adjusted ELG Ave Remaining Amount ELG Ave Remaining Amount
Line Acct Plant Balances Plant Balances Average Life Basis Based on Life Basis Based on Avg. OCA
No. No at 12/31/2016 at 12/31/2017 Plant Balances Per West Penn 12/31/2017 Per West Penn Plant Balances Adjustment
@) (B) © D) (E=BxD) ) (G=CxF) ()
INTANGIBLE PLANT
1 303 Software misc 5 yr $ 1,024,243 § 1,024,243 § 1,024,243 20.00% $ 204,849 20.00% $ 204,849 § -
2 303 Software misc 7 yr $ 29,194,088 S 31,999.420 $ 30,596,754 14.29% $ 4,572,717 14.29% $ 4372276 S (200441)
3 303  Software Smart Meters 7 yr $ 17,041,430 $ 24,847,998 § 20,944,714 14.29% $ 3,550,779 14.29% $ 2,993,000 $ (557,779)
4 303.1  Software Smart Meters 10 yr $ 26,332,200 S 26332200 S 26,332,200 10.00% $ 2,633,220 10.00% $ 2633220 S -
5 TOTAL INTANGIBLE PLANT $ 73,591,961 $ 84,203,861 § 78,897,911 $10,961,565 $ 10203345 § (758.220)
TRANSMISSION PLANT
6 350.11 Land Rights-subs $ - $ [ 0 1.68% $ - 1.68% $ - $ -
7 350.11 Land Rights-lines $ - $ 0 s 0 1.68% $ - 1.68% $ - $ -
8 352 Structures $ - $ - $ - 1.70% $ - 1.70% $ - $ -
9 353 Station Equipment $ 246,226 $ 246,226 $ 246,226 1.50% $ 3,693 1.50% $ 3,693 § -
10 354  Towers and Fixtures $ - $ - $ - 0.93% $ - 0.93% $ - $ -
11 355  Poles and Fixtures $ 768,369 $ 768,369 $ 768,369 1.84% $ 14,138 1.84% $ 14,138 § -
12 356  Overhead Conductors $ 544947 $ 544,947 $ 544,947 0.88% $ 4,796 0.88% $ 4,796 $ -
13 356.1 Clearing Costs $ 7,730,183 $ 7,730,183 $ 7,730,183 1.47% $ 113,634 1.47% $ 113,634 § -
14 358  Underground Conductors $ 26,748 $ 26,748 $ 26,748 2.89% $ 773 2.89% $ 773 % -
15 359  Roads & Trails $ - $ - 2.89% $ - 2.89% $ - $ -
16 TOTAL TRANSMISSION PLANT $ 9,316,474 $ 9,316,473 $ 9,316,473 $ 137,034 $ 137,034 § -
DISTRIBUTION PLANT
17 360.12  Land Rights-subs $ 10,258,899 § 10,258,899 $ 10,258,899 1.66% $ 170,298 1.66% $ 170,298  $ -
18 360.12 Land Rights-lines $ 570,689 570,689 $ 570,689 1.66% $ 9,473 1.66% $ 9473 § -
19 361  Structures $ 21,946,652 22,002,299 $ 21,974,476 1.34% $ 294,831 1.34% $ 294,458 § (373)
20 361.2 Clearing and Grading $ 26,475 26,475 S 26,475 1.34% $ 355 1.34% $ 355§ -
21 362  Station Equipment $ 319,167,609 324,142,557 $§ 321,655,083 1.58% $ 5,121,452 1.58% $ 5,082,150 $  (39,302)
22 364  Poles, Towers and Fixtures $ 369,270,339 390,614,113 § 379,942,226 1.88% $ 7,343,545 1.88% $ 7,142,914 $  (200,631)
23 365  Overhead Conductors $ 355,076,942 379,066,869 $ 367,071,906 2.09% $ 7,922,498 2.09% $ 7,671,803 $  (250,695)
24 365.1 Clearing Costs § 179,034,589 180,658,966 $ 179,846,778 1.45% $ 2,619,555 1.45% $ 2,607,778 $ (11,777
25 366  Underground Conduit $ 21,394,810 21,394,810 $ 21,394,810 2.39% $ 511,336 2.39% $ 511,336 § -
26 367  Underground Conductors S 154,912,099 163,956,897 § 159,434,498 2.40% $ 3,934,966 2.40% $ 3826428 $ (108,538)
27 368  Line Transformers $ 386,177,435 405,397,508 $§ 395,787,472 2.49% $10,094,398 2.49% $ 9,855,108 $ (239,290)
28 369  Overhead Services $ 110,095,741 115,249,743 $ 112,672,742 2.40% $ 2,765,994 2.40% $ 2,704,146 S (61,848)
30 370 Meters $ - - $ - 0.00% $ - 0.00% $ - $ -
32 370.3  Smart Meters non classified 15 yr Life $ 2,299,491 2,299,491 $ 2,299,491 6.67% $ 153,376 6.67% $ 153376 8 -
33 370.3  Smart Meter Commercial - 15yr Life $ 2,854,646 2,854,646 $ 2,854,646 6.67% $ 190,405 6.67% $ 190,405 $ -
34 370.3  Smart Meter Industrial - 15yr Life $ 14,722 14,722 $ 14,722 6.67% $ 982 6.67% $ 982 § -
35 370.3  Smart Meter Infrastructure-15yr L $ 774,598 774,598 $ 774,598 6.67% $ 51,666 6.67% $ 51,666 $ -
36 3703 Smart Meter Residential - 15yr Life $ 33,673,973 75,375206  $ 54,524,590 6.67% $ 5,027,526 6.67% $ 3,636,790 $ (1,390,736)
37 371  Installed on Customer Premises $ 8,736,307 8,895,132 § 8,815,720 3.87% $ 344242 3.87% $ 341,168 § (3,074)
38 372  Installed on Customer Premises LH $ 296,547 296,547 $ 296,547 1.63% $ 4,834 1.63% $ 4,834 § -
39 373 Street Lighting & Signal Systems $ 37,025,081 39,363,381 $ 38,194,231 3.49% $ 1,373,782 3.49% $ 1,332,979 $  (40,803)
40 TOTAL DISTRIBUTION PLANT $  2.013,607,644 _$ 2.143,213,548 _$_ 2.078,410,596 $47.935,514 $ 45,588,447 _$ (2,347,067)
GENERAL PLANT
41 389.1 Land Rights $ 251,614 § 251,614 § 251,614 1.37% $ 3,447 1.37% $ 3447 $ -
42 3901 Structures $ 99,938,537 $ 99,938,537 99,938,537 3.42% $ 3,417,808 3.42% $ 3417898 S -
43 390.3 Lease Holds $ 1,532,162 § 1,532,162 § 1,532,162 0.00% $ - 0.00% $ - $ -
44 391.1 Office Furniture & Equipment $ 8,367,727 § 8,367,727 $ 8,367,727 6.70% $ 560,638 6.70% $ 560,638 $ -
45 391.2  Office Machines $ 503,836 $ 503,836 $ 503,836 14.77% $ 74,417 14.77% $ 74,417 $ -
46 391.3 Data Processing $ 16,801,867 § 18,460,811 § 17,631,339 9.86% $ 1,820,236 9.86% $ 1,738,450 § (81,786)
47 391.4  Computers $ 1,328213 § 1,328213  § 1,328,213 0.00% $ - 0.00% $ - $ -
48 391.5 Data Processing Smart Meters $ 9,134,698 $ 10,004,521 $ 9,569,610 20.00% $ 2,000,904 20.00% $ 1913922 $  (86,982)
49 392 Transportation $ 3,708,165 $ 3,708,165 $ 3,708,165 7.48% $ 277,371 7.48% $ 277,371 $ -
50 393  Stores Equipment $ 663,901 $ 663,901 $ 663,901 5.02% $ 33,328 5.02% $ 33328 § -
51 394 Tools, Shop, & Garage Equipment $ 11,935,573 § 11,935,573 8§ 11,935,573 6.91% $ 824,748 6.91% $ 824,748 -
52 395 Laboratory Equipment $ 1,505271  $ 1,505271  $ 1,505,271 5.07% $ 76317 5.07% $ 76,317 ' $ -
53 396  Power Operated Equipment $ 179,566 $ 179,568 $ 179,567 1.98% $ 3,555 1.98% $ 3,555 § -
54 397  Communications Equipment $ 17,090,925 § 17,090,925 § 17,090,925 8.34% $ 1,425383 8.34% $ 1,425383 § -
55 398  Miscellaneous Equipment $ 2,063,094 $ 2,063,094 $ 2,063,094 8.09% $ 166,904 8.09% $ 166,904 $ -
56 TOTAL GENERAL PLANT $ 175,005,149 § 177,533,918 § 176,269,534 $10,685,146 $ 10,516,378 $ (168,768)
57 GRAND TOTAL $ 2271521228 $ 2.414,267.800 $ 2.342,894,514 $69.719,259 $ 66445204 $ (3.274,055)

Notes and Source

Col. A: Amounts from West Penn Exhibit RAD-47
Col. B: Amounts from West Penn Exhibit RAD-46
Cols D&F: Depreciation rates from West Penn Exhibit RAD-53
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West Penn Power Company Exhibit LA-WP-3
Depreciation Expense at Proposed Rates Schedule C-1
Docket No. R-2016-2537359
Fully Projected Future Test Year Ended 12/31/2017 Page 3 of 4
Average Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line Acct Depreciable Life Basis Amount Life Basis Amount OCA
No. No Base Per West Penn Per West Penn Per OCA Per OCA Adjustment
(A) B) © D) (E) )
INTANGIBLE PLANT
1 303 Software misc 5 yr $ 1,024,243 20.00% $ 204,849 20.00% $ 204,849 § -
2 303 Software misc 7 yr $ 30,596,754 14.29% $ 4,372,276 14.29% $ 4372276 § -
3 303 Software Smart Meters 7 yr $ 20,944,714 14.29% $ 2,993,000 10.00% $ 2,094,471 § (898,529)
4 303.1  Software Smart Meters 10 yr $ 26,332,200 10.00% $ 2,633,220 10.00% $ 2633220 § -
5 TOTAL INTANGIBLE PLANT $ 78,897,911 $ 10,203,345 $ 9,304,816 § (898,529)
TRANSMISSION PLANT
6 350.11  Land Rights-subs $ 0 1.68% $ - 1.68% $ - $ -
7 350.11  Land Rights-lines $ 0 1.68% $ - 1.68% $ - $ -
8 352 Structures $ - 1.70% $ - 1.30% $ - $ -
9 353 Station Equipment $ 246,226 1.50% $ 3,693 1.16% $ 2,856 $ (837)
10 354 Towers and Fixtures $ - 0.93% $ - 0.86% $ - $ -
11 355 Poles and Fixtures $ 768,369 1.84% $ 14,138 1.36% $ 10,450 § (3,688)
12 356 Overhead Conductors $ 544,947 0.88% $ 4,796 0.80% $ 4360 $ (436)
13 356.1  Clearing Costs $ 7,730,183 1.47% $ 113,634 1.38% $ 106,677 § (6,957)
14 358 Underground Conductors $ 26,748 2.89% $ 773 2.55% $ 682 § 1)
15 359 Roads & Trails $ - 2.89% $ - 2.55% $ - $ -
16 TOTAL TRANSMISSION PLANT $ 9,316,473 $ 137,034 $ 125,025  $ (12,009)
DISTRIBUTION PLANT
17 360.12  Land Rights-subs $ 10,258,899 1.66% $ 170,298 1.51% $ 154,909 § (15,389)
18 360.12  Land Rights-lines $ 570,689 1.66% $ 9,473 1.51% $ 8,617 § (856)
19 361 Structures $ 21,974,476 1.34% $ 294,458 1.17% $ 257,101 § (37,357)
20 361.2  Clearing and Grading $ 26,475 1.34% $ 355 1.17% $ 310§ (45)
21 362 Station Equipment $ 321,655,083 1.58% $ 5,082,150 1.19% $ 3,827,695 § (1,254,455)
22 364 Poles, Towers and Fixtures $ 379,942,226 1.88% $ 7,142,914 1.43% $ 5433174 § (1,709,740)
23 365 Overhead Conductors $ 367,071,906 2.09% $ 7,671,803 1.36% $ 4992178 § (2,679,625)
24 365.1  Clearing Costs $ 179,846,778 1.45% $ 2,607,778 1.37% $ 2463901 § (143,877)
25 366 Underground Conduit $ 21,394,810 2.39% $ 511,336 2.11% $ 451,430 § (59,906)
26 367 Underground Conductors $ 159,434,498 2.40% $ 3,826,428 1.99% $ 3,172,747 $ (653,681)
27 368 Line Transformers $ 395,787,472 2.49% $ 9,855,108 2.00% $ 7915749 $ (1,939,359)
28 369 Overhead Services $ 112,672,742 2.40% $ 2,704,146 1.99% $ 2,242,188 § (461,958)
30 370 Meters $ - 0.00% $ - 0.00% $ - $ -
32 370.3 Smart Meters non classified 15 yr Life $ 2,299,491 6.67% $ 153,376 6.41% $ 147,397 $ (5,979)
33 370.3  Smart Meter Commercial - 15yr Life $ 2,854,646 6.67% $ 190,405 6.41% $ 182,983 § (7,422)
34 370.3  Smart Meter Industrial - 15yr Life $ 14,722 6.67% $ 982 6.41% $ 944§ (38)
35 370.3  Smart Meter Infrastructure-15yr L $ 774,598 6.67% $ 51,666 6.41% $ 49,652 $ (2,014)
36 370.3  Smart Meter Residential - 15yr Life $ 54,524,590 6.67% $ 3,636,790 6.41% $ 3495026 § (141,764)
37 371 Installed on Customer Premises $ 8,815,720 3.87% $ 341,168 4.14% $ 364,971 $ 23,803
38 372 Installed on Customer Premises LH $ 296,547 1.63% $ 4,834 1.63% $ 4,834 §$ -
39 373 Street Lighting & Signal Systems $ 38,194,231 3.49% $ 1,332,979 1.96% $ 748,607 $ (584,372)
40 TOTAL DISTRIBUTION PLANT $ 2,078,410,596 $ 45,588,447 $ 35914413 § (9,674,034)
GENERAL PLANT
41 389.1  Land Rights $ 251,614 1.37% $ 3,447 1.27% $ 3,195 § (252)
42 390.1  Structures $ 99,938,537 3.42% $ 3,417,898 3.48% $ 3477861 § 59,963
43 390.3  Lease Holds $ 1,532,162 0.00% $ - 0.00% $ - $ B
44 391.1  Office Furniture & Equipment $ 8,367,727 6.70% $ 560,638 4.84% $ 404,998 § (155,640)
45 391.2  Office Machines $ 503,836 14.77% $ 74,417 10.78% $ 54314 § (20,103)
46 391.3  Data Processing $ 17,631,339 9.86% $ 1,738,450 12.81% $ 2258575 § 520,125
47 3914  Computers $ 1,328,213 0.00% $ - 0.00% $ - $ B
48 391.5  Data Processing Smart Meters $ 9,569,610 20.00% $ 1,913,922 12.14% $ 1,161,751 $ (752,171)
49 392 Transportation $ 3,708,165 7.48% $ 277,371 5.74% $ 212,849 § (64,522)
50 393 Stores Equipment $ 663,901 5.02% $ 33,328 4.17% $ 27,685 § (5,643)
51 394 Tools, Shop, & Garage Equipment $ 11,935,573 6.91% $ 824,748 6.48% $ 773,425 $ (51,323)
52 395 Laboratory Equipment $ 1,505,271 5.07% $ 76,317 4.05% $ 60,963 $ (15,354)
53 396 Power Operated Equipment $ 179,567 1.98% $ 3,555 2.09% $ 3,753 $ 198
54 397 Communications Equipment $ 17,090,925 8.34% $ 1,425,383 7.95% $ 1358729 § (66,654)
55 398 Miscellaneous Equipment $ 2,063,094 8.09% $ 166,904 7.81% $ 161,128 § (5,776)
56 TOTAL GENERAL PLANT $ 176,269,534 $ 10,516,378 $ 9,959,226 § (557,152)
57 GRAND TOTAL $ 2,342,894,514 $ 66,445,204 $ 55,303,480 § (11,141,724)

Notes and Source

Col. A: See page 2, column C

Col. B: Depreciation rates from West Penn Exhibit RAD-53

Cols. D-F: OCA proposed depreciation rates sponsored by OCA witness James Garren
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West Penn Power Company Exhibit LA-WP-3
Depreciation Expense at Proposed Rates Schedule C-1
Docket No. R-2016-2537359
Fully Projected Future Test Year Ended 12/31/2017 Page 4 of 4
Per Company Accrual Rate Accrual Accrual Rate Accrual
Adjusted ELG Ave Remaining Expense ASL Ave Remaining Expense
Line Acct Plant Balances Life Basis Amount Life Basis Amount OCA
No. No at 12/31/2017 Per West Penn Per West Penn Per OCA Per OCA Adjustment
(A) B) © D) (E) )
INTANGIBLE PLANT
1 303 Software misc 5 yr $ 1,024,243 20.00% $ 204,849 20.00% $ 204,849 § -
2 303 Software misc 7 yr $ 31,999,420 14.29% $ 4,572,717 14.29% $ 4572717 § -
3 303 Software Smart Meters 7 yr $ 24,847,998 14.29% $ 3,550,779 10.00% $ 2,484,800 §$ (1,065979)
4 303.1  Software Smart Meters 10 yr $ 26,332,200 10.00% $ 2,633,220 10.00% $ 2633220 § -
5 TOTAL INTANGIBLE PLANT $ 84,203,861 $ 10,961,565 $ 9,895,586 § (1,065,979)
TRANSMISSION PLANT
6 350.11 Land Rights-subs $ 0 1.68% $ - 1.68% $ - $ -
7 350.11 Land Rights-lines $ 0 1.68% $ - 1.68% $ - $ -
8 352 Structures $ - 1.70% $ - 1.30% $ - $ -
9 353 Station Equipment $ 246,226 1.50% $ 3,693 1.16% $ 2,856 $ (837)
10 354 Towers and Fixtures $ - 0.93% $ - 0.86% $ - $ -
11 355 Poles and Fixtures $ 768,369 1.84% $ 14,138 1.36% $ 10,450 § (3,688)
12 356 Overhead Conductors $ 544,947 0.88% $ 4,796 0.80% $ 4360 $ (436)
13 356.1  Clearing Costs $ 7,730,183 1.47% $ 113,634 1.38% $ 106,677 § (6,957)
14 358 Underground Conductors $ 26,748 2.89% $ 773 2.55% $ 682 § 1)
15 359 Roads & Trails $ - 2.89% $ - 2.55% $ - $ -
16 TOTAL TRANSMISSION PLANT $ 9,316,473 $ 137,034 $ 125,025  $ (12,009)
DISTRIBUTION PLANT
17 360.12  Land Rights-subs $ 10,258,899 1.66% $ 170,298 1.51% $ 154,909 § (15,389)
18 360.12  Land Rights-lines 570,689 1.66% $ 9,473 1.51% $ 8,617 § (856)
19 361 Structures 22,002,299 1.34% $ 294,831 1.17% $ 257,427 § (37,404)
20 361.2  Clearing and Grading 26,475 1.34% $ 355 1.17% $ 310§ (45)
21 362 Station Equipment 324,142,557 1.58% $ 5,121,452 1.19% $ 3857296 § (1,264,156)
22 364 Poles, Towers and Fixtures 390,614,113 1.88% $ 7,343,545 1.43% $ 5585782 § (1,757,763)
23 365 Overhead Conductors 379,066,869 2.09% $ 7,922,498 1.36% $ 5155309 § (2,767,189)
24 365.1  Clearing Costs 180,658,966 1.45% $ 2,619,555 1.37% $ 2475028 § (144,527)
25 366 Underground Conduit 21,394,810 2.39% $ 511,336 2.11% $ 451,430 § (59,906)
26 367 Underground Conductors 163,956,897 2.40% $ 3,934,966 1.99% $ 3262742 $ (672,224)
27 368 Line Transformers 405,397,508 2.49% $ 10,094,398 2.00% $ 8,107,950 $ (1,986,448)
28 369 Overhead Services 115,249,743 2.40% $ 2,765,994 1.99% $ 2293470 $ (472,524)
30 370 Meters - 0.00% $ - 0.00% $ - $ -
32 370.3 Smart Meters non classified 15 yr Life 2,299,491 6.67% $ 153,376 6.41% $ 147,397 $ (5,979)
33 370.3  Smart Meter Commercial - 15yr Life 2,854,646 6.67% $ 190,405 6.41% $ 182,983 § (7,422)
34 370.3  Smart Meter Industrial - 15yr Life 14,722 6.67% $ 982 6.41% $ 944 § (38)
35 370.3  Smart Meter Infrastructure-15yr L 774,598 6.67% $ 51,666 6.41% $ 49,652 $ (2,014)
36 370.3  Smart Meter Residential - 15yr Life 75,375,206 6.67% $ 5,027,526 6.41% $ 4831551 § (195,975)
37 371 Installed on Customer Premises 8,895,132 3.87% $ 344,242 4.14% $ 368,258 $ 24,016
38 372 Installed on Customer Premises LH 296,547 1.63% $ 4,834 1.63% $ 4,834 -
39 373 Street Lighting & Signal Systems 39,363,381 3.49% $ 1,373,782 1.96% $ 771,522 § (602,260)
40 TOTAL DISTRIBUTION PLANT $ 2,143,213,548 $ 47,935,514 $ 37967411 § (9,968,103)
GENERAL PLANT
41 389.1  Land Rights $ 251,614 1.37% $ 3,447 1.27% $ 3,195 § (252)
42 390.1  Structures $ 99,938,537 3.42% $ 3,417,898 3.48% $ 3477861 § 59,963
43 390.3  Lease Holds $ 1,532,162 0.00% $ - 0.00% $ - $ B
44 391.1  Office Furniture & Equipment $ 8,367,727 6.70% $ 560,638 4.84% $ 404,998 § (155,640)
45 391.2  Office Machines $ 503,836 14.77% $ 74,417 10.78% $ 54314 § (20,103)
46 391.3  Data Processing $ 18,460,811 9.86% $ 1,820,236 12.81% $ 2364830 § 544,594
47 391.4  Computers $ 1,328,213 0.00% $ - 0.00% $ - $ B
48 391.5  Data Processing Smart Meters $ 10,004,521 20.00% $ 2,000,904 12.14% $ 1214549 § (786,355)
49 392 Transportation $ 3,708,165 7.48% $ 277,371 5.74% $ 212,849 § (64,522)
50 393 Stores Equipment $ 663,901 5.02% $ 33,328 4.17% $ 27,685 § (5,643)
51 394 Tools, Shop, & Garage Equipment $ 11,935,573 6.91% $ 824,748 6.48% $ 773,425 $ (51,323)
52 395 Laboratory Equipment $ 1,505,271 5.07% $ 76,317 4.05% $ 60,963 $ (15,354)
53 396 Power Operated Equipment $ 179,568 1.98% $ 3,555 2.09% $ 3,753 $ 198
54 397 Communications Equipment $ 17,090,925 8.34% $ 1,425,383 7.95% $ 1358729 § (66,654)
55 398 Miscellaneous Equipment $ 2,063,094 8.09% $ 166,904 7.81% $ 161,128 § (5,776)
56 TOTAL GENERAL PLANT $ 177,533918 $ 10,685,146 $ 10,118279 § (566,867)
57 GRAND TOTAL $ 2,414,267,800 $ 69,719,259 $ 58,106,301 § (11,612,958)

Notes and Source

Col. A: Amounts from West Penn Exhibit RAD-46

Col B: Depreciation rates from West Penn Exhibit RAD-53

Col. D: OCA proposed depreciation rates sponsored by OCA witness James Garren
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West Penn Power Company
Payroll Expense

Fully Projected Future Test Year Ended 12/31/2017
(Thousands of Dollars)

Line

No.

[ N T
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Exhibit LA-WP-3

Schedule C-6

Docket No. R-2016-2537359
Page 1 of 1

Description Amount Reference
OCA Adjustment to Distribution Related Payroll Expense $ (525) Line 28
OCA Adjustment to Customer Accounts Related Payroll Expense $ (237) Line 29
OCA Adjustment to Customer Service Related Payroll Expense $ 91) Line 30
OCA Adjustment to A & G Related Payroll Expense $ (392) Line 31
Total OCA Recommended Adjustment to Payroll Expense $ (1,245)

Notes and Source

Col. B: OCA's recommended payroll expense adjustment is calculated below using information from West Penn Exhibit RAD-2, Adjustment No. 5

NoRCCIES N

Allocation Per Per OCA

Description Percentage Company OCA Adjustment Reference
(A) B) ©) D)

Bargaining Employees
UWUA 102
Straight Time Per Budget For 1/1/2017 through 4/30/2017 $ 10324 § 10324 $ -
Straight Time 2.5% Increase Effective 5/1/2017 $ 258§ 172§ 86) L6x2.5%
Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted $ 31,897 $ 31,811
Straight Time 2.5% Increase Effective 5/1/2018 $ 797 % - $ (797) L8x2.5%
Non-Bargaining Employees
Straight Time Per Budget For 1/1/2017 through 2/28/2017 $ 3512 % 3,512 $ -
Straight Time 3% Increase Effective 3/1/2017 $ 105 $ 8 $ (17) L10x3%
Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted $ 22314 § 22,297
Straight Time 3% Increase Effective 3/1/2018 $ 669 $ - $ (669) LI12x3%
Total Company Payroll Adjustment $ 1829 § 260 § (1,569) L7+L9+L11+L13
O&M Allocation Percentage 50.50% 50.50%
Total O&M Payroll Adjustment $ 924  § 131§ (793) L10*L11
Allocation of Payroll Adjustment
Price to Compare 0.00% $ - $ - $ -
Transmission 951% $ 88 $ 2 3 (76) Not Included in Cost of Service
Distribution 5097% $ 471 $ 67 § (404) West Penn Exhibit RAD-2, Adjustment No. 5
Customer Accounts 18.09% $ 167 $ 24§ (143)  West Penn Exhibit RAD-2, Adjustment No. 6
Customer Service 1143% $ 106 $ 15 $ (91) West Penn Exhibit RAD-2, Adjustment No. 7
Administrative & General 10.00% $ 92 3 13 8 (79)  West Penn Exhibit RAD-2, Adjustment No. 8
Total Allocation of Payroll Adjustment 100.00% _$ 924 § 131§ (793) SeeLine 12
Service Company
Straight Time Per Budget For 1/1/2017 through 2/28/2017 $ 2711 $ 2711 -
Straight Time 3% Increase Effective 3/1/2017 $ 81 $ 68 $ (13)
Straight Time Per Budget for the 12 Months Ending 12/31/2017 as Adjusted $ 17918 § 17905
Straight Time 3% Increase Effective 3/1/2018 $ 538§ - $ (538)
Total Service Company Payroll Adjustment $ 619 § 68 § (551)
Allocation of Service Company Payroll Adjustment
Price to Compare 0.00% $ - $ - $ -
Transmission 4.15% $ 26§ 3 08 (23) Not Included in Cost of Service
Distribution 22.01% $ 136 $ 15 $ (121)  West Penn Exhibit RAD-2, Adjustment No. 5
Customer Accounting and Information 16.89% $ 105 $ 11 s (94) West Penn Exhibit RAD-2, Adjustment No. 6
Administrative & General 56.95% $ 352§ 39 § (313) West Penn Exhibit RAD-2, Adjustment No. 8
Total Allocation of Service Company Payroll Adjustment 100.00% _$ 619 § 68 § (551) See Line 28
Total Allocation of OCA Recommended Payroll Adjustment
Distribution $ 607 $ 82 8 (525) L19+L31
Customer Accounts/Customer Accounting and Information $ 272 $ 35 8 (237) L20+1L32
Customer Service $ 106 $ 15 $ 91) L21
Administrative & General $ 444 3 52 8 (392) L22+1L33
Total OCA Recommended Adjustment to Payroll Expense $ 1429 8§ 184 § (1,245) Excludes Transmission
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West Penn Power Company Exhibit LA-WP-3
Employee Benefits Schedule C-8
Docket No. R-2016-2537359
Fully Projected Future Test Year Ended 12/31/2017 Page 1 of 1
(Thousands of Dollars)
Line
No. Description Amount Reference
(A)

1 West Penn Proposed Increase to Employee Benefits Expense $ 141 A

2 OCA Recommended Increase to Employee Benefits Expense $ 20 B

3 OCA Adjustment to Employee Benefits Expense $ (121) L2-L1

Notes and Source
A: Company amount from West Penn Exhibit RAD-2, Adjustment No. 8, Supporting Schedule No. 3

Amount
Total increase due to payroll adjustment per Company $ 399
Less pension costs $ (256)
Less OPEB costs $ 2)
Net Increase to Employee Benefits Expense $ 141

~N N L B

B: OCA's recommended adjustment calculated below using information from West Penn Exhibit RAD-2, Adjustment No. 8

OCA Payroll
Expense Employee
Effective Adjustment Benefits

Description Rate Per Sch. C-6  Adjustment
8  Worker's Compensation 0.676% $ 131 $ 1
9  Pension Costs 27.662% $ 131 $ -
10  OPEB Costs 0.172% $ 131  §$ -
11  Life Insurance 0.151% § 131 $ -
12 Medical Insurance 9.409% $ 131 $ 12
13 Savings Plan 2975% $ 131 % 4
14 Other 2.152% $ 131  $ 3
15 Total $ 20

Summary of Employee Benefit Rates (West Penn Exhibit RAD-27)

Total Total Effective
Description Amount Payroll Rate
16  Worker's Compensation $ 440 $ 65,107 0.676%
17  Pension Costs $ 18,010 $ 65,107 27.662%
18  OPEB Costs $ 112 $ 65,107 0.172%
19  Life Insurance $ 98 § 65,107 0.151%
20  Medical Insurance $ 6,126 $ 65,107 9.409%
21  Savings Plan $ 1937 $ 65,107 2.975%
22 Other $ 1,401 $ 65,107 2.152%

Pension and OPEB expense are adjusted for on Schedule's C-9 and C-10
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission, ef. al. : R-2016-2537349, et al.
\2 |

Metropolitan Edison Company

Pennsylvania Public Utility Commission, et. al : R-2016-2537352, et al.
V. :

Pennsylvania Electric Company

Pennsylvania Public Utility Commission, et. at. : R-2016-2537355, et. al.
\2 :

Pennsylvania Power Company

Pennsylvania Public Utility Commission, et. al. : R-2016-2537359, et al.
V. |

West Penn Power Company

VERIFICATION

I, Ralph C. Smith, hereby state that the facts above set forth in my Surrebuttal Testimony,
OCA Statement No. 1-SR, are true and correct and that I expect to be able to prove the same at a
hearing held in this matter. I understand that the statements herein are made subject to the
penalties of 18 Pa.C.S. § 4904 (relating to unsworn falsification to authorities).

Signature: WC M

Ralph C. Smith

Consultant Address: Larkin & Associates
15728 Farmington Road
Livonia, MI 48154

DATED:  August 31,2016
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