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Distribution Plant — Subfunctionalization/Classification Studies

Summary

This exhibit provides the results of studies used in the functionalization,
subfunctionalization, and classification of PPL Electric Utilities Corporation’s (“PPL
Electric”) distribution plant. The studies are based on distribution plant data as of
December 31, 2009. The results of these studies were applied to distribution plant data
for both the historic and future test years.

Distribution plant is functionalized into the following categories:

Substations
Overhead Lines
Underground Lines
Line transformers
Services

Meters

Area Lighting
Street Lighting

Distribution plant is subfunctionalized by the following voltage levels for
cost allocation purposes:

e Primary voltage — 3 phase 12 KV or 3 phase 23 KV
e Secondary voltage — everything below 3 phase 12 KV

Distribution plant is subfunctionalized into primary and secondary
components based on the functions of specifically identified units of property within the
distribution plant accounts.

The subfunctionalization of secondary distribution plant then is classified
into the demand and customer components based on a "minimum size system" study.

The following tables provide summaries of:

o Distribution Plant Account Balances as of December 31, 2009

« Distribution Plant-Subfunctionalization/Classification Percentages by
Plant Account

o Distribution Plant-Subfunctionalization on a % of Account Total Basis
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PPL ELECTRIC UTILITIES CORPORATION

Distribution Plant Account Balances as of December 31, 2009

Account Description Account Balance

360.2 Land $11,695,809

360.4 Land Rights 62,416,971

360 Total Land & Land Rights 74,112,780
361 Structures & Improvements 27,178,013
362 Station Equipment 284,735,518
364.2 Towers & Fixtures 18,998,318

364.4 Poles & Fixtures 769,672,901

364.6 Clearing L& & R/W - Towers 210,421

364.8 Clearing L& & R/W - Poles 36,808,379

364 Total Poles & Towers 825,690,019
365 Overhead Conductors 616,336,620
366 Underground Conduit 141,411,287
367 Underground Conductors 402,737,192
368 Line Transformers 379,090,908
369 Services 553,880,990
370 Meters 260,822,601
371 Area Lighting Fixtures 6,841,065
373 Street Lighting 87,750,466

TOTAL DISTRIBUTION PLANT

$3,660,587,459
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Distribution Plant — Subfunctionalization

Substations

Distribution substations are subfunctionalized by analyzing engineering
“one line” diagrams to identify the voltage levels of each substation. The associated
plant account retirement units for the substations are used to determine the investment
at each voltage level.

The associated distribution plant in Land (Account 360.2), Land Rights
(Account 360.4), and Structures & Improvements (Account 361) are subfunctionalized
based on an analysis of Station Equipment (Account 362).

Overhead Conductors and Devices (Account 365)

The subfunctionalization of Overhead Conductors and Devices (Account
365) is based on plant account retirement units that are used to determine the
investment at primary and secondary voltages. Because this account contains
retirement units for property other than conductors (e.g., circuit breakers), the total
investment in the account is subfunctionalized based on the analysis of overhead
conductors.

Land (Account 360.2) and Land Rights (Account 360.4) associated with
overhead conductors are subfunctionalized based on the total subfunctionalized
investment of Overhead Conductors and Devices (Account 365) and Poles, Towers,
and Fixtures (Account 364).

Poles, Towers and Fixtures (Account 364)

Account 364 is composed of the following subaccounts:

364.2 — Towers and Fixtures

364.4 — Poles and Fixtures

364.6 — Clearing, Land and Right-of-Way — Towers
364.8 — Clearing, Land and Right-of-Way - Poles

Investment in Subaccounts 364.2 and 364.6 is segmented to the primary
subfunctions only.

Subaccount 364.4, Poles and Fixtures, is segmented to primary and
secondary subfunctions based on plant account retirement units. Investment in 40-foot
and 45-foot poles can be assigned to either the primary or secondary subfunction.
Accordingly, segmentation is based on the ratio of investment in overhead conductors
assigned to the subtransmission/primary and secondary subfunctions.

The remaining investment in Account 364 (hardware and devices, guys,
anchors, etc.) is assigned to the primary and secondary subfunctions based on the
number of poles assigned to each subfunction. The number of poles used to segment
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the primary subfunction is doubled to reflect the fact that primary poles require twice the
investment in attachments.

Investment in Subaccount 364.8, Clearing, Land and Right-of-Way-Poles,
is split into subfunctions based on the segmentation of Subaccount 364.4, Poles and
Fixtures.

The investment for street lighting/area lighting is based on the number of
wood poles used for street/area lighting and the determination as to whether those
poles are used for sole-use or joint-use purposes.

Underground Conductors and Devices (Account 367)

The subfunctionalization of Underground Conductors and Devices
(Account 367) is based on plant account retirement units which are used to determine
the investment in the primary and secondary voltages. The segmented investment is
used to determine the segmentation between the primary and secondary voltages.

Land (Account 360.2) and Land Rights (Account 360.4) associated with
underground conductors are subfunctionalized based on the total subfunctionalized
~ investment in Underground Conductors (Account 367) and Underground Conduit
(Account 366).

Underground Conduit (Account 366)

The subfunctionalization of Underground Conduit (Account 366) is based
on the subfunctionalization of underground conductor. Consequently, the same
percentages of subtransmission, primary, and secondary apply.

Line Transformers (Account 368)

The investment in Line Transformers (Account 368) is considered to be a
100% secondary subfunction.

Services (Account 369)

The investment in Services (Account 369) is considered to be a 100%
secondary subfunction.

Area Lighting (Account 371

The investment in area lighting is considered to be a 100% secondary
subfunction.

Street Lighting (Account 373)

The investment in street lighting is considered to be a 100% secondary
subfunction.
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Distribution Plant — Classification

Minimum Size System Study

A "minimum size system" study, using plant balances as of December 31,
2009, was conducted to determine the demand and customer components of the
primary and secondary voltage level distribution plant accounts. The "minimum size"
method, which is described in the NARUC Cost Allocation Manual, was used as a guide
in the preparation of this study.

The study involved the determination of the current cost of the "minimum
size" plant investment (poles, conductors, cables, transformers, and services) that is
necessary to provide reliable electric service to customers.

To address the issue that certain components of the minimum size unit
potentially may have some load-carrying capability, which was raised in the Company’s
prior distribution rate case proceedings, and referred to in the NARUC Manual, a “no-
load adjustment factor” was developed. This adjustment factor was derived from the
Capitalized Cost Method for determining the total “owning cost” for transformers. The
owning costs consist of the cost of the transformer plus the cost of core (no load) losses
and the cost of load losses. The no-load adjustment factor reflects the cost of the
transformer plus the cost of core losses as a percent of total owning costs.

The no-load adjustment factor reduces the current average book costs of
the appropriate minimum size units to exclude the estimated level of load-carrying
capability. The adjusted current average book costs of the minimum size units are used
to determine the customer component of the account; the remaining balance represents
the demand component.

The following table provides a summary of the calculations.
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SECONDARY MINIMUM SIZE SYSTEM STUDY SUMMARY RESULTS

Account Description % Customer| % Demand
364 Poles, Towers and Fixtures 74.05% 25.95%
365 Overhead Conductors & Devices 69.25% 30.75%
366 Underground Conduit 58.50% 41.50%
367 Underground Conductors & Devices 58.50% 41.50%
368 Line Transformers 54.51% 45.49%
369 Services 25.93% 74.07%

PRIMARY MINIMUM SIZE SYSTEM STUDY SUMMARY RESULTS

Account Description % Customer| % Demand
362 Transformers 44 31% 55.69%
364 Poles, Towers and Fixtures 51.51% 48.49%
365 Overhead Conductors & Devices 73.75% 26.25%
366 Underground Conduit

(Use same Results as 367) 83.66% 16.34%
367 Unde@und Conductors & Devices 83.66% 16.34%
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Account Details

Substation Transformers (Account 362)

The Company’s Plant Account Records were analyzed to determine the
average installed book cost per transformer. A 10MVA transformer is the "minimum
size" transformers currently being installed on PPL Electric’s system.

The current average book cost of the "minimum size" transformer is
multiplied by the applicable no-load adjustment factor, and the result is multiplied by the
total number of transformers in the distribution system to determine the customer
component. The balance of the plant account represents the demand component.

Poles, Towers & Fixtures (Account 364)

PPL Electric's Plant Account Records were analyzed to determine the
average installed book cost per pole. A 40-foot wood pole is the "minimum size" pole
currently being installed on PPL Electric’s system. The current average book cost of the
40-foot pole is multiplied by the total number of poles in the distribution system to
determine the customer component. The balance of the plant account represents the
demand component.

Overhead Conductors and Devices (Account 365)

The Company’s Plant Account Records were analyzed to determine the
average installed book cost per foot of overhead conductor. The "minimum size"
overhead conductor currently being installed on PPL Electric’'s system is 1/0 aluminum
conductor-steel reinforced (‘“ACSR”). The current average book cost for 1/0 ACSR is
multiplied by the total number of feet of overhead conductor in the distribution system to
determine the customer component. The balance of the plant account represents the
demand component.

The unit of property retirement code for 1/0 aluminum conductor contains
all conductors (2/0 through 1/0 aluminum); however, 1/0 ACSR is the predominant size
conductor.

Underground Conduit (Account 366) e

This account is assigned the same customer/demand ratio as
Underground Conductors (Account 367).

Underground Conductors (Account 367)

The Company’s Plant Account Records were analyzed to determine the
average installed book cost per foot of underground conductor. The "minimum size"
underground conductor currently being installed on PPL Electric’'s system is 1/0
aluminum. The current average book cost for 1/0 aluminum is multiplied by the total
number of feet of underground conductor in the distribution system to determine the
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customer component. The balance of the plant account represents the demand
component.

The unit of property retirement code for 1/0 aluminum conductor contains
all conductors (2/0 through 1/0 aluminum); however, 1/0 aluminum is the predominant
size conductor.

Line Transformers (Account 368)

The Company’s Plant Account Records were analyzed to determine the
average installed book cost per transformer. A 10KVA overhead transformer and a 25
KVA underground transformer are the "minimum size" transformers currently being
installed on PPL Electric’s system.

The current average book cost of the "minimum size" overhead
transformer is multiplied by the applicable no-load adjustment factor, and the result is
multiplied by the total number of overhead transformers in the distribution system to
determine the customer component.

The current average book cost of the "minimum size" underground
transformer is multiplied by the applicable no-load adjustment factor, and the result is
multiplied by total number of underground transformers to determine the customer
component.

The customer components of the overhead and underground transformers
are combined to determine the total weighted customer component for the account.
The balance of the plant account represents the demand component.

The minimum size 10 KVA overhead transformer is recorded in the unit of
property retirement code labeled “Less Than 30 KVA” overhead transformers. The
predominant KVA sizes included are 10, 15 and 25. The cost of 10 KVA transformers
was determined by prorating the plant investment based on current quantities and
current replacement costs.

The minimum size 25 KVA underground transformer is recorded in the unit
of property retirement code labeled “Less Than 50 KVA" underground transformers.
The 25 KVA size is the predominant unit in this retirement code.

Services (Account 369)

The Company’s Plant Account Records were analyzed to determine the
average installed book cost per service (#4 Triplex Overhead Service and #10
Aluminum Underground Service are the "minimum size" services currently being
installed on PPL Electric’s system). Because these are the only units of property
maintained for services, the total current installed book costs of overhead and
underground services are combined to determine the customer component of Account
369. The balance of the plant account represents the demand component.

The following table provides a summary of the calculations.
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Operation & Maintenance Expense

The process of subfunctionalizing Distribution Operation & Maintenance
(“O&M") expense begins with the proration of Supervision and Engineering (Accounts
580 and 590) expense to the other distribution O&M accounts based on the ratio of the
labor component of each account to the total distribution labor cost. After prorating the
Supervision and Engineering expense, the other O&M accounts are subfunctionalized
and classified based on the subfunctionalization of distribution plant.

The following tables provide summaries of the subfunctionalization of
distribution O&M expense by account.
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SECTION I



Allocation of Meter Investment

Meters (Account 370)

A Meter Investment study, using data as of December 31, 2009, was
conducted to estimate the metering cost per customer. The process included the

following steps.

1.
2.

Typical metering configurations were identified.

The total material cost was calculated by using the current purchase
price for each material item in the typical metering configuration. For
items where a large quantity is purchased from several vendors, a
weighted average cost is calculated based on the number of units
purchased from each vendor and each vendor's price. Stores
Expense, which includes the cost of stocking and handling the
materials, is added to the purchase price to obtain the total material
cost.

The total labor cost for each typical meter configuration is calculated
using current labor costs. Labor costs include: shop labor,
overheads on shop labor, field labor, overheads on field labor, and
vehicle use. '

The total cost for each typical meter configuration is the sum of the
material and labor costs.

The estimated meter investment for each rate class designation is
calculated by multiplying the estimated meter cost per customer,
based on the typical meter configuration, by the total number of
customers.

The difference between the Meter Investment (Account 370) and the
total of meter investment by rate class is prorated by rate class
designation based on the current estimated metering costs so that
the total meter investment is equal to the investment in Account 370
Meters.

The current estimated metering investment by rate class, using historical
costs and prorated costs, is summarized on the following tables.
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Distribution O&M Expense

Meter Reading Expense (Account 902)

The Meter Reading expense account has a balance of $2,013,136.
The expense is prorated to the specific rate classes on the basis of the number of
customers in each rate class. A summary of the proration is provided on the following
table. The table is set up to handle a variation in the number of customers. For the
historic test year, the number of customers is constant.
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