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Duquesne Statement No. 4

IRECT TESTIMONY OF MOR K. O’BR
Please state your name and business address.
Morgan K. O’Brien. 411 Seventh Avenue, Pittsburgh, PA 15219.
By whormn are you employed and in what capacity?
I am employed by Duquesne Light Company (“Duquesne” or “the Company™) as its
Controller and Chief Accounting Officer.
Describe your responsibilities.
In general, I oversee Duquesne's accounting organization. This organization consists of
departments which include regulatory reporting, tax, corporate accounting, accounts
payable, customer accounting, valuation and property records, and payroll, all of which
report directly to me. [ establish and direct all corporate accounting policies and
procedures. I also am responsible for ensuring accuracy and completeness of all financial
statements and all regulatory filings dealing with financial information.
Please state your background with Duquesne.
I have been with Duquesne since September, 1991. During that time.I have been
employed first as Manager of Taxes and later, Assistant Controller before being named
Controller of the Company in 1995.
Please describe your professional background before coming to Duquesne.
Prior to joining Duquesne, I held the position of Assistant Vice President of Corporate
Taxes at PNC Bank in Pittsburgh. Prior to PNC, I was employed as a Manager in the
Pittsburgh office of Deloitte & Touche, a public accounting firm. I have also lectured

numerous times on various accounting and tax issues to various professional accounting
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groups. I also taught numerous undergraduate accounting courses in the University of
Pittsburgh’s School of Business.

What is your educational background?

I hold a Bachelor of Science Degree in Business Administration, as well as, a Masters of
Science Degree in Taxation. Both degrees were awarded from Robert Morris College in
Pittsburgh.

Do you hold any professional licenses and are you a member of any professional
organizations?

I am a Certified Public Accountant. Although I am currently in an inactive status, I
previously was an active member 'of the American Institute of Certified Public
Accountants, as well as, Pennsylvania Institute of Certified Public Accountants. I am
currently a member of the Edison Electric Institute Chief Accounting Officers
Committee.

What is the purpose of your testimony?

The primary purpose of my testimony is to present all relevant facts concerning the
Company’s regulatory assets, including both nuclear and fossil decommissioning, which
will become “stranded” as a result of the various provisions of the Electricity Generation
Customer Choice And Competition Act (“the Act”) and for which the Company seeks
recovery. I will also provide an explanation of the financial impact of an adverse order
relating to the Company’s request to recover its stranded costs relating to generation,
including regulatory assets, nuclear and fossil decommissioning and investments in
generating assets. I will also provide the Company’s revenue requirements calculation

including the functional assignment of costs into generation, transmission and
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distribution, which Mr. Lahtinen will then use to develop the Company’s cost of service
study. Finally, I will also describe and support various of the Company’s accounting and
financial data submitted in response to the filing guidelines (Appendix A) for electric

utility restructuring in the Commission’s order issued in Docket No. M-00960890.

REGULATORY ASSFTS & DECOMMISSIONING OF POWER PLANTS

Please describe the Company’s claim for recovery of certain regulatory assets, as well as
decommissioning costs associated with nuclear and fossil power stations.

First, the Company is seeking to recover the entire balance of its generation related
regulatory assets over the nine year transition period. Second, the Company is seeking to
recover annually over the transition period its current level of nuclear decommissioning
costs (including the $5 million increase as part of the Ft. Martin sale agreement with the
Commuission). The Company is not foregoing the potential to further mitigate the
unfunded balance of nuclear decommissioning liability during the transition period.
Third, the Company is not seeking to recover any of its unfunded fossil decommissioning
costs over the transition period (unless either future mitigation allows for the recovery or
future market prices allow for the recovery). Fourth, the Company is proposing to treat
the unfunded fossil decommissioning and, if any, the unfunded nuclear deéommissioning
as a reduction in any residual value of the generation stations at January 1, 2006.

You referred previously to the Company’s claim for the recovery of certain regulatory
asset's, as well as decommissioning costs associated with nuclear and fossil power

stations. Please explain what you mean by regulatory assets.
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In short, a regulatory asset is created when a company is permitted by accounting rules
(most notably SFAS 71) to book an “asset” for a sum to be collected in the future for
which the relevant regulator has issued a valid order which provides for the certainty of
recovery of that sum.  Generally, the basis for the creation of a regulatory asset is that
the regulator agrees that a regulated company has the right to the current recovery of a
certain sum in rates but, for various reasons, determines that such recovery should either
be deferred to a date certain in the future or should be amortized over a certain number of
years.

What is the basis for the Company’s claim for recovery of its regulatory assets, as well as
its claim for decommissioning of its generating stations?

There are several. First is the Act, itself. Section 2808(C)(1) states that, “in determining
the level of transition or stranded costs that an electric utility may recover through the
competitive transition charge, the Commission shall apply the following principles: (1)
the Commission shall allow recovery of regulatory assets and the unfunded portion of
the utility’s projected nuclear generating plant decommissioning costs.

Are there other reasons why the Company should be permitted to recover through a
competitive transition charge its regulatory assets which become stranded as a result of
the electric restructuring?

Yes, there are several. The first reason is that the Commission has already determined
that these costs are due the Company and should be recovered through rates. As I will
show, in each instance the Commission has explicitly made this determination or has
done so implicitly by determining the schedule for cost récovery, either at a date certain

or through an amortization schedule. That the Company has not yet recovered all of these
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costs is simply the result of a regulatory determination that requires Duquesne. to forego
imrnediate recovery of those Commission-approved costs. The second reason is
fundamental faimess. The Company has provided the benefits associated with the
regulatory assets to ratepayers without yet recovering all of the attendant costs. It is only
proper that the Company should be permitted to recover the attendant costs which would
otherwise be rendered unrecoverable by the restructuring of the industry. The third
reason is that the Company will be required to write off its regulatory assets without the
certainty of recovery through the competitive transition charge. This would create a very
dire financial situation for the Company. The fourth reason is that investors and the
credit-providing community have relied on the Commission’s assurance . that the
Company would be permitted to recover these costs. Indeed, that is why the accounting
profession permitted Duquesne to book these costs as regulatory assets. The failure to
live up to this bargain would have very serious consequences for any entity looking to
secure financing for business activities in Pennsylvania. [I discuss these consequences in
more detail later in my testimony.]

Is the Company seeking both “return of and on” all regulatory assets?

No. The “early window™ costs associated with the nuclear plants was specifically denied
a return on in previous Commission decisions. The Company is not seeking a return on
these costs but rather just the recovery of these previously incurred costs. In addition,
there are a numbfer of other regulatory assets which Duquesne is not including as rate
base. These include deferred fuel expense, D.O.E. decontamination & decommissioning
assessment, as well as any regulatory asset which has not been actually incurred prior to

the time of the proposed collection period.
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Does this mean the Company is seeking both a “return of and on” the regulatory tax
receivable? If so, why?

The literal answer 1s yes. The Company is seeking both a “return of and on” the
regulatory tax receivable. The reason for this is that the corresponding additional

deferred tax liability associated with this future tax receivable has reduced the Company’s

- claim for its plant-in-service rate base. Thus, the Company is reducing the otherwise

sought plant-in-service rate base return while at the same time increasing the return it is
seeking regarding regulatory assets by the same dollar amounts. These two adjustments

completely offset one another, one increasing the return and one decreasing the return.

Regulatory Assets & Decommissioning Expenses

Please list each of the generation related regulatory assets for which the Company seeks

recovery and the associated claim.

They are as follows: Generation $ PUC Order
Regulatory Tax Receivable $244,800,000 R-860378
Unamortized Premium on Reacquired Debt 56,949,000 R-870651
Unamortized Debt Expense 5,476,000 R-870651
Beaver Valley No. 2 Premium

on Reacquired Debt 30,059,000 R-870651
Deferred Rate Synchronization Costs - 41,446,000 R-870222
njuries and Damages 9,053,000 R-870651
Compensated Absences 7,954,000 R-870651
Def"d Nuclear Maintenance QOutage Costs 13,461,000 R-870651
DOE Decontamination and Decommissioning 9,780,000 RM93-18-000*
Deferred Coal Costs 12,130,000 P-890386/387
Deferred Caretaker Expenses 6,772,000 P-900485
BV2 Training Costs 2,616,000 R-870651
FAS No. 106 Costs 22,428,000
Cold Reserved Units 106,800,000 R-860378
Warwick Mine Investment 15,295,000 R-870651
Pilot Program Incentive Credit 4,350,000
Customer Education 2,000,000
Transition Filing 1,000,000
Transition Implementation Costs 11,000,000
Low Level Rad, Waste 2.274.000 R-870651
Total Regulatory Assets $605,643,000

* FERC Order
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Nuclear Decommissioning 281,000,000
Fossil Decommissioning 274,400,000

Total Regulatory Assets & Decommissioning $1,161,043.000

Generation Related Regulatory Assets

Please explain the basis of the Company’s claim for the Regulatory Tax Receivable.

In Pennsylvania, utility rates historically have been set based upon the doctrine of “actual
taxes paid,” except where Federal Income Tax 1aw requires normalization of tax benefits.
In its order in Docket R-860378, the Commission required Duquesne to flow back to its
customers the then-current period State Tax benefits associated with accelerated
depreciation for income tax purposes. The order further required the Company to flow
through on a current basis the federal income tax benefits associated with basis
differences between ratemaking balances and the income tax basis of plant. This
treatment was reconfirmed in the order issued by the PUC in Docket R-870651.
Pursuant to its required adoption of Statement of Financial Accounting Standards No.
109, “Accounting for Income Taxes™ (SFAS 109), Duquesne in January, 1994 recorded
an initial balance of $550 miilion reflecting the reversal of these previously flowed-
through income tax benefits. This regulatory asset was booked in recognition of the fact
that the tax benefits will “turn around” in the future, leading to a higher tax expense
which must be paid by the Company. At that time, however, the plant which gave rise to
the accelerated depreciation will no longer be in jurisdictional rates. Ratepayers,
therefore, would have gotten the benefit of lower rates in the past due to the tax

advantages of the accelerated depreciation, but alse would be able to avoid the higher tax
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bill in the future when the assets which gave rise to be depreciation become deregulated.
This result is incompatible with the even-handed treatment envisioned in the PUC’s past
orders. This regulatory asset simply recognizes the tax expense associated with the
reversal of the timing differences between ratemaking accounting and tax accounting --
an expense which, otherwise, would be mequitably avoided by the Company’s,customers.
Please describe the regulatory asset for the Unamortized Premium on Reacquired Debt.
From time to time it becomes advantageous to require existing long term debt and issue
new debt at lower interest costs. This reacquistion of high cost debt offers direct benefits
to customers in the form of a lower cost of service. The Unamortized Premium on
Reacquired Debt represents the excess of the reacquisition price over the net. carrying
amount of First Mortgage Bonds, Debentures, and Pollution Control Obligations. In
recognition of the benefits to ratepayers resulting from the refinancing, the PUC has
permitted the Company to recover these costs through an amortization over the life of the
new debt issuance. This accounting has been consistently applied throughout Duquesne’s
ratemaking history and was most recently reconfirmed in the order issued in Docket R-
870651. Ratepayers have already enjoyed the savings that arose as a result of the
Company’s refinancing of debt at lower interest rates. It would be patently unfair to deny
the Company the recovery of the costs it had to incur to produce those savings.

Please describe the regulatory asset arising from Unamortized Debt Costs.

The Company incurs costs associated with the issuance of First Mortgage Bonds,
Debentures and Pollution control Obligations. Instead of permitting the Company to
recover these costs on a current basis, the Commission has consistently required that they

be amortized over the life of the underlying bonds. This rate treatment has been applied
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consistently to Duquesne, the most recent order authorizing it having been issued in
Docket R-870651. Here, again, this is a case of the Company having paid an expense and
the PUC having determined that it should be recovered over a number of years. Due to
the restructuring, however, the Company will not be able to recover fully the
Unamortized remainder of the expense. Elementary fairness demands that Duquesne be
permitted to recover the remainder of this expense which was undertaken in the service of
the ratepayers.

Please describe the Premium on Reacquired Debt Associated with Beaver Valley No. 2.
These costs represent the excess of the reacquisition price over the net carrying amount
on the bonds issued in conjunction with the sale and leaseback of the Beaver Valley
Nuclear Unit No. 2 generating station. Instead of allowing a current recovery of this
expense, these costs are being amortized over the life of the new issue of lower cost debt.
As in the case of the Premium on Reacquired Debt, for which the accounting treatment
has been consistently applied to Duquesne, this treatment was specifically adopted in the
order issued in Docket R-870651.

Would you please continue with a description of Deferred Synchronization Costs?

In Docket R-870222, the PUC granted Duquesne’s request for “early window” rate
treatment for two nuclear generating plants, Beaver Valley Unit No. 2 and Perry Unit No.
1. The “Early Window” refers to the fact that the plants went into commercial operation
before the date on which rates were adjusted to include the plants. The early wi.ndow rate
treatment allowed the Company to defer the costs and seek recovery, over time, of the
costs incurred between the dates of commercial operation and rate recognition. As part of

Duquesne’s sale of its interest in the Fort Martin Plant, the PUC approved a
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comprehensive settlement agreement under which the Company, among other things,
agreed to write off $9.0 million of the Deferred Rate Synchronization costs and amortize
the remaining balance over the 10 year period concluding in 2006. The electric
restructuring effort will make it impossible to recover fully the remaining early window
amortization unless it is included in the CTC. The failure to permit such recovery would
be violative of the terms of the Ft. Martin agreement which has provided tangible benefits
to customers, including, but not limited to, a rate freeze until 2001.

Please continue your description of regulatory assets with the category “Injuries and
Damages.”

These costs relate to the Company’s workers compensation liability. For financial
accounting purposes, Duquesne is required to book an accrual for the cost of these
benefits. Despite the fact that ratemaking is based almost entirely on accrual accounting,
the Commission, permits the Company to recover these costs, through rates, only on a
“pay-as-you-go” or “cash” basis. This rate treatment, which was most recently confirmed
in the Company’s last rate case in Docket R-870651, produces a shortfall between the
higher accrual for this expense and its cash recognition. If the Company’s generation had
remained part of the regulated assets, Duquesne would recover the difference between the
cash and accrual basis of this expense over time. Because the generation portion is being
“deregulated,” however, Duquesne will not be permitted to recover these amounts. In
effect this is simply a timing issue, much the same as the FAS 106 issue and basic
fairness requires that Duquesne be permitted to recover the shortfall.

You mentioned “Compensated Absences™ as another regulatory asset. Is the treatment

indicated for Compensated Absences like that for Injuries and Damages?
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Yes. The costs for Compensated Absences relate to Duquesne’s accrued liability for its
employees’ right to receive compensation for future absences when that compensation 1s
attributable to service already rendered. Although the Company must book an accrual for
these expenses, the Commission only permits the Company to recover the cash basis of
the expenses in rates. The Company is then permitted to book a regulatory asset
reflecting the difference between the accrual basis and cash basis of the expense. This
rate treatment was confirmed in the Company’s last rate case in the order issued in
Docket R-870651. The continued recognition of the regulatory asset and recovery of the
portion rendered unrecoverable by electric restructuring, is necessary t0 maintain
consistency with this long-established ratemaking protocol.

Please continue with a discussion of Deferred Nuciear Maintenance Outage Costs.
Duquesne has historically recovered the costs of maintenance outages for its nuclear
fueled generating plants over the ensuing operating period. In other words, the Company
is permitted to amortize its costs over the period between the last outage and the next
scheduled outage; Under this ratemaking treatment, the Company must incur the expense
but must defer recovery of the entire expense over a period of years. This regulatory
asset simply reflects the Unamortized, and hence, uncollected, cost of the most recent
outages at the Company’s nuclear plants. Inasmuch as the Company has already incurred
and paid the expenses, it is only fair that it be permitted to recover the Unamortized
balances.

Please explain the rationale for the recovery of the regulatory asset for DOE

Decontamination and Decommissioning Expenses.
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The Department of Energy is collecting funds for utilities to pay for the decommissioning
of its uranium enrichment facility. In Docket RM93-18-000 the FERC authorized the
recording of a regulatory asset for this liability and the collection of the liability over time
through a surcharge to utility customers. Unless the PUC recognizes the Unamortized
amount as a regulatory asset which should be collected through the CTC, Duquesne will
owe the liability to the DOE but its customers will escape fr.om having to reimburse
Duquesne through the surcharge. This would be an unfair result which would run
counter to FERC’s orders.

Please continue with a discussion of Deferred Coal Costs.

In Docket Nos. P-890386 and P-890387, the PUC imposed a cap on the amount:of fuel
costs that Duquesne could recover through the ECR fuel adjustment rate. The Company,
however, was permitted to defer for future recovery the amount of energy costs in excess
of the cap. In other words, although the Company actually incurred fuel charges in
excess of the cap, it was not permitted a current recovery of those costs. The quid pro
quo for this arrangement was that Duquesne would be permitted to defer and recover
these costs at some point in the future. Electric restructuring, however, will render these
costs unrecoverable due to the deregulation of generation. Accordingly, the Company
must be permitted to recover these costs through the CTC.

Please describe the FAS No. 106 Cost being claimed as stranded costs.

In addition to normal pension benefits, Duquesne provides certain heath care benefits and
life insurance for some retired employees. Company-provided health care benefits
terminate when covered individuals become eligible for Medicare benefits or reach age

65, whichever comes first. FAS No. 106 was issued in December, 1990 and became
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effective for Duquesne beginning in 1993, This statement required the accrual
established for these types of post-retirement benefits. Consistent with the Commission’s
guidelines for implementing FAS No. 106, the Company is amortizing the liability
required upon adoption of this statement over 20 years. Due to the change in legislation,
this liability which relates solely to employees liability incurred prior to the date of
legislation must be now recovered over the transition period of the Act rather than the
original 20 year period.

Please discuss Deferred Caretaker Costs.

In Docket P-900485, Duquesne requested, and the PUC approved, deferred accounting
treatment for preservation costs associated with maintaining the Philip‘s and Brunot Island
generating plants. The Company was specifically granted the right to seek recovery of
these costs upon the return to commercial operation of the plants. With restructuring,
these plants will be “deregulated” and Duquesne will never be able to recover the costs of
preserving the plants for future needs of its customers unless it can recover the costs
through the CTC. Fairness requires this be done.

Please describe the Company’s claim related to the “cold reserve™ units at Brunot Island
and Phillips Power Stations.

These units (Brunot Island 3 and 4; Phillips 1,2,3 and 4) were put in cold reserve in
1986. The plants were put into cold reserve instead of being retired because the
Company believed the units still had economic value to customers. This belief was
shown to be justified by the willingness of the GPU Companies to purchase part of the
capacity several years ago (in a transaction that ultimately was not consummated).

However, because of the transition to a competitive market, these cold reserve units now

14
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appear to be uneconomic to operate on a production cost basis. Specifically, the capital
improvements needed to restore these units to operation together with their going forward
expected operating costs (“to-go” costs) exceed the expected market prices, which
precludes the economic operation of these units in the future.
What would have been the resuit had the Company not placed the units in “cold reserve”
status, but rather had retired the units in 1986.
The net plant value would have reduced the applicable plant depreciation reserve balance
and, thus, would have been amortized over the remaining life of the applicable plant
accounts through the operation of the remaining life method. Stated another way, rate
recovery for these net plant balances would have occurred over the remaining life of the
other operating fossil power stations from customers.
How did you calculate the Company’s stranded cost claim for the “cold reserved” units.
The Company has included the net undepreciated cost of these units in its claim for
stranded costs of $106,800,000.

Nuclear Decommissioning Expenses
What are nuclear decommissioning expenses?
Nuclear decommissioning expenses are the costs to dismantle, decontaminate, remove
and dispose of nuclear generating facilities at the end of their useful lives. Nuclear
decommissioning, like all aspects of nuclear plant operation, is heavily regulated by the
Nuclear Regulatory Commission (“NRC™). Nuclear decommissioning expenses are
estimated on the basis of the studies prepared by qualified experts with special knowledge
of the planning, engineering and management of decommissioning projects and the

applicable NRC requirements.
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How are nuclear decommissioning expenses reflected for ratemaking and book purposes?
For ratemaking purposes, the total estimated nuclear decommissioning expense for a
nuclear generating unit is recovered over the estimated useful life of that unit. For book
accounting purposes, the amount recorded as an annual expense for decommissioning is
based upon the amount included in rates charged to customers. Under Generally
Accepted Accounting Principles (“GAAP?), utilities are not required to record their total
estimated decommissioning expense as a liability, although the Financial Accounting
Standards Board (“FASB™) is currently reviewing whether it is appropriate to record such
liability.
What is done with the amounts collected from customers for nuclear decommissioning
expenses?
As required by NRC regulations and applicable Commission orders, the amounts
collected from customers are deposited in external decommissioning trust funds, which
can be used only for future decommissioning costs. Currently, the bulk of the money
collected is placed in “qualified nuclear decommissioning trust funds™ as defined by the
Internal Revenue Code. The Company claims a current tax deduction for the amounts
paid into a gualified decommissioning trust fund for both federal and state tax purposes.
In addition, the eamings on the qualified decommissioning trust fund balances are not
treated as taxable income of the Company. Instead, they are taxed at a favorable 20%
rate for federal income tax purposes (as opposed to the Company’s federal tax rate of
35%) and are taxed at the personal income tax rate of 2.8% for Pennsylvania income tax
purposes (as opposed to the corporate net income tax rate of 9.9%).

What is the Company’s estimated nuclear decommissioning expense?

16
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The Company’s total estimated nuclear decommissioning expense, as of December 31,
1996, is $281,000,000 (in year end 1996 dollars).

How was the total nuclear decommissioning expense estimate determined?

The nuclear decommissioning expense estimate was based on the results of site-specific
studies of Perry and Beaver Valley nuclear power plants that were prepared by Mr.
Thomas 8. LaGuardia, President of TLG Services, Inc. Mr. LaGuardia estimated total
decommissioning expenses, as of December 31, 1996 of $312 million (in 1996 dollars).
How much of the Company’s estimated nuclear decommissioning expense is funded as of
December 31, 19967

As of December 31, 1996, the aggregate trust fund balances were approximately $ 33.7
million. The Company is currently recovering in rates approximately $ 9 million per year
of nuclear decommissioning expense, which is being deposited in the trust on an ongoing
basis.

Given the estimated nuclear decommissioning costs at December 31, 1996, and the trust
fund balance on the same date, how did you calculate the Company’s stranded cost claim
for nuclear decommissioning?

The Company has claimed the unfunded portion of the projected nuclear generating plant
decommissioning costs as of December 31, 1996 as stranded. However, as previously
outlined the Company is proposing to continue to fund approximately $9 million per year
on an ongoing basis until January 1, 2006. At that time, the Company is proposing to

treat the unfunded balance as a reduction in any residual value of its generation plant.
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FOSSIL. DECOMMISSIONING

What are fossil decommissioning expenses?

Fossil decommissioning expenses are the costs to dismantle, remove and dispose of
fossil-fired steam generating facilities at the end of their useful lives. Like the
corresponding expenses for nuclear facilities, fossil decommissioning expenses are
estimated on the basis of studies prepared by qualified experts with special knowledge
and expertise in the areas of planning, engineering and managing such projects.

How are fossil decommissioning expenses reflected for ratemaking and book purposes?
Fossil decommissioning expenses are treated as a cost of removal. Under prior historical
Pennsylvania regulatory practice, neither the cost of removal nor any salvage value is
recognized until an asset is retired and the cost of removal is actually incurred. The
actual cost of removal less any associated salvage value (net negative salvage) is recorded
as a deduction from accrued depreciation and, thus, is amortized over the remaining life
of the applicable plant accounts through the operation of the remaining life method.
Stated another way, both the expense recognition and rate recovery for fossil
decommissioning expenses have been after the fact. Because of the ratemaking and
accounting procedures explained above, there has been no recognition of the
decommissioning costs that will be incurred upon retirement of the Company’s fossil-
fired generating umits. Thus, unlike nuclear decommissioning expenses, the Company’s
fossil decommissioning expenses have not been funded.

What is the estimated fossil decomrnissioning expense for which the Company is

financially responsible?
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For fossil-fired steam generating units, the Company estimates decommissioning
expenses of § 274.4 million.

Given the estimated fossil decommissioning costs and the fact that there has been no
funding of these amounts, how did you calculate the Company’s stranded cost claim for

fossil decommissioning?

. The Company has claimed the unfunded portion of the projected fossil generating plant

decommissioning costs as of December 31, 1996 as stranded. However, as previously
outlined the Company is proposing as of January 1, 2006 to treat the unfunded balance as
a stranded cost which would reduce any residual value of its generation plant.

How was the total fossil decommissioning expense estimate determined?

Fossil decommissioning expenses for the units listed in Mr. Laguardia’s testimony are
based on the site specific studies performed by Mr. LaGuardia as of December 31, 1996.
Will the transition to competition change the way in which the Company accounts for
fossil decommissioning expenses?

Yes. When the Statement of Financial Accounting Standards No. 71 (“SFAS 717,
Accounting for the Effects of Certain Types of Regulation, ceases fo apply to the
Company’s generation function, the Company will have to record the liability and accrue

this expense each year over the operating life of the fossil generating plant.

EFFECT OF AN ADVERSE ORDER ON FINANCIAL CONDITION

You previously stated that the write-off of the Company’s assets could create a dire

financial situation. Please explain.
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After reducing the carrying value of an asset, the effect of any asset write-off is a
reduction in the current period eamings. This reduction in current period earnings would
directly reduce the equity of the Company. The effect of this reduction in equity, if it
caused Duquesne’s equity to fall below required minimum levels, would be to cause
Dugquesne to default on its debt covenants, including, potentially, covenants made under
Duquesne’s sale and leaseback agreement for its Beaver Valley Unit No. 2. A default in
these covenants would have a number of detrimental effects on the Company including
the potential of forcing Duquesne into a bankruptcy proceeding. At a minimum, a write-
off could adversely affect Duquesne’s credit ratings which could raise the cost of future
borrowings. An adverse order also could depress the Company’s stock price, thereby
reducing the value of the Company’s publicly traded stock and potentially limiting the
Company’s ability to raise new capital.

When would the Company incur a write-off loss in its financial earnings?

The Company would incur a write-off loss in its current period earnings either when an
asset is impaired or deemed worthless. Specifically in this scenario, the impairment of
either a regulatory asset or a generating plant investment would cause the Company to
incur a write-off loss.

Under what circumstances can a regulatory asset become impaired causing the Company
to recognize a loss for financial purposes?

Once a regulatory asset is created, subsequent rate actions of a regulator can reduce or
eliminate the value of a regulatory asset. If a regulator excludes all or part of a cost from

allowable costs, the carrying amount of any asset recognized pursuant to Statement No.
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71 would be reduced, and the Company would recognize an immediate loss to the extent
of the excluded costs.

Describe when an impairment loss should be recognized relating to generating assets.
When events or changes in circumstances indicate that the carrying amount of the
generating asset may not be recoverable, the Company must also conduct a review for
impairment.

What is the basis for this determination?

FASB Statement No. 121 establishes the rules for recognition of impairment for long
lived assets.

How does Statement No. 121 determine whether generating assets are impaired?

To test for impairment, the Company should compare future cash flows from the use and
ultimate disposal of the asset to the carrying amount of the asset. Impairment exists when
the expected future nominal (undiscounted) cash flows excluding interest charges are less
than the carrying amount.

What is the impact to the Company’s financial statements if an asset fails an impairment
test?

If an impairment is found to exist, the impairment Joss to be recorded is the amount by
which the assets carrying amount exceeds its fair value. The best estimate of fair value
are quoted market prices.

Please explain how a current period earnings loss reduces the Company’s equity section
of its balance sheet.

The equity section of a Company’s balance sheet has two basic components: (i)

contributed capital and (ii) earned capital. Contributed capital consists of preferred and
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common stock along with additional paid-in capital. The basic source of earned capital
is income from operations. Any losses from operations directly reduces the earned
capital component of equity.

Based on the outlined accounting rules, what would be the impact- of any disallowance of
the Company’s claim for stranded costs?

The disallowance of any stranded costs sought to be recovered in this filing could cause
the Company to incur an immediate financial impairment loss to either its generation
related regulatory assets or its investment in generation plant assets or both grodps of
assets, depending on the nature of the disallowance. As discussed, such write-off would
reduce current period eamnings and equity of the Company in the quarter in which the

order disallowing the claim becomes final.
PLANT IN SERVICE AND DEPRECIATION EXPENSE

Have the Company’s generating plants been reflected in rate base in rate orders of the
Commission?

Yes. In the order in Docket R-870651, the Company’s last fully litigated rate case, the
Commission authorized rates which reflected the following plants: Elrama, Cheswick, Ft.
Martin, Sammis, Eastlake, Mansfield, Beaver Valley Unit Nos. 1 and 2 and Beaver
Valley Common Plant, Perry Unit No. 1 and Brunot Island. I show the original cost,
book reserve and net book value associated with these plants as reflected in Docket R-
870651 in my exhibits.

Was depreciation expense for those plants reflected in that rate case?
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Yes. I have presented the depreciation expense approved in that case in my exhibits.
Does the Company’s claim for stranded costs include any amounts previously disallowed
by the Commission as imprudently incurred?

No. The Commission did disallow in the Company’s last rate case, R-870651, an equity
return on the Beaver Valley Unit No. 2. However, the Company subsequently sold and
leased back this facility. As the lease is an operating lease for accounting purposes, there
is no claim for an equity return on the facility in this filing.

Does the Company’s claim for stranded costs include any amount which was not included
in the Company’s last rate case.

Yes. As previously discussed the Company is including Warwick Mine as well as the
cold reserved units at Brunot Island and Phillips Power Station in the Company’s
calculation of rate base. All three of these assets have at some time prior to the enactment

of the legislation provided benefits to the Company’s customers.

PRO FORMA FINANCIAL DATA

Why is the Company submitting pro forma financial data for a 1996 base year?

The Commission’s recent restructuring filing requirements direct utilities to file data for
a pro forma 1996 base period to enable them to unbundle rates into generation,
transmission, and distribution components. In compliance with that directive, Duquesne
is submitting Exhibit MKO-1, which sets forth the 1996 data and the adjustments
necessary to establish normalized conditions.

What is contained in Exhibit MKO-17
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Exhibit MKO-1 contains five sections:

Section A presents basic accounting information as of December 31, 1996 from the
Company’s books of account, as well as the revenue and expenses for 1996.

Section B identifies the adjusted data relating to Duquesne’s rate base as of December
31, 1996, as well as the adjusted revenue and expenses for 1996 for determining the Cost

of Service Study.

Section C unbundles the rate base into generation, transmission and distribution, as well
as unbundling the adjusted revenue and expenses for 1996 for determining the Cost of
Service Study into generation, transmission, and distribution.

Section D identifies necessary adjustments to revenues and expenses.

Section E provides the allocation factors utilized in Section C to unbundle the rate base,
as well as the factors utilized in allocating the revenues and expenses into functions, i.e.,
generation, distribution and transmission.

Please describe the components of Duquesne’s net plant at December 31, 1996.

The pro forma 1996 net plant is comprised of the original cost of plant in FERC Accounts
301, 302, 303, and 310 through 399, less associated accrued depreciation for the same
accounts. General plant and associated depreciation reserve have also been. reflected.
The foregoing data are set forth in Section C of Exhibit MKO-] and summarized on Page
C-1.

Do any adjustments need to be made to the year-end 1996 data?

Yes. Adjustments to plant-in service are being made for certain costs at the Perry Unit
No. 1 which had been reclassified within the plant accounts to intangible plant. These
costs are specifically related to the Perry Unit No. 1.

[s the Company’s plant-in-service balance audited?

Yes. Both this Commission and the FERC periodically audit the Company’s plant
records. In addition, annual audits are performed by the Internal Revenue Service,

Pennsylvania Department of Revenue and the Ohio Department of Revenue. The

Company’s independent accounting firm of Deloitte & Touche issues an opinion on
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Duquesne’s financial statements. In addition, the Commission’s Bureau of Audits is
currently reviewing the Company’s property records and regulatory assets.

Please describe Duquesne’s accumulated deferred tax balance.

The accumulated deferred tax balance consists of two components: (1) the traditional
deferred taxes associated with accelerated depreciation and (2) deferred federal and state
taxes associated with previously flowed through benefits which have yet to reverse.
Please elaborate upon the second component.

Starting with the adoption of SFAS No. 109, the Company began maintaining deferred
taxes based on the difference in the net investment in plant assets under Duquesne’s
historic regulatory book accounting methodology and its federal income tax accounting
methodology. This included establishing and maintaining deferred tax balances for the
previously flowed-through differences. As the Company has requested an opportunity to
earn a retwn on and of the corresponding regulatory asset relating to the second
component, the entire deferred tax balance appropriately reduces the company’s rate base.
Please describe the Company’s rate base claim for deferred taxes on contributions in aid
of construction.

When the Company receives a contribution in aid of construction, the appropriate plant
account is reduced by the contribution, with the accompanying effect on plant-in-service
and book depreciation. At the same time, the Company is taxed on the contribution and a
deferred tax liability is created. The deferred tax liability is reversed through adjustment
to the tax depreciation of the facility over the tax life of the facility. Meanwhile, there is
a tax cost associated with the initial tax payment by the Company upon receipt of the

contribution. The addition of accumulated deferred taxes on contributions in aid of
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construction allows the Company to eamn a return on this tax payment for the deferred tax
on the contribution in aid of construction less any deferred tax reversal over the facility’s
tax life.

Please describe the pro forma adjustments that were made to base year (1996) operating
and maintenance expense.

Two types of pro forma adjustments have been made to the Company’s base year data:
(1) annualizing adjustments to reflect a full year’s impact of known changes and

(2) normalizing adjustments to eliminate extraordinary items to reflect normal
conditions.

Please elaborate on each of the annualization adjustments included in Exhibit MKO-1,
Section D.

There were a number of annualizing adjustments made to 1996 base year data, each of
which is discussed below:

Full Year Effect of the Present State Tax Adjustment Clause(“STAC”). The purpose
of this adjustment is to eliminate the effect of a credit that was in effect to refund prior
year over-collections. This adjustment is reflected on Page 1, Section D of Exhibit
MKO-1.

Annualization for Growth of Customers. The purpose of this adjustment is to adjust
the 1996 year-end level of customers to annualize the growth of new customers added
during the base year. These adjustments are shown on Page 2, Section D of Exhibit
MKO-1.

Annualization of Energy Cost Adjustment Revenue (“ECR”). The Company as part

of its sale of Fort Martin Power Plant agreed to cap its fuel clause at 14.7. The purpose of
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this adjustment is to reflect this level of revenues associated with fuel being rolled into
base rates for a full year. Expenses have been adjusted accordingly. This adjustment is
show on Page 3, Section D of Exhibit MKO-1.

Sale of Ft. Martin Power Station. Duquesne sold its interest in the Ft. Martin Power
Station on October 31, 1996. Thus, base year expenses were required to be adjusted to
reflect the absence of these operating and maintenance expenses going forward. The
detatls of this adjustments are set forth on Page 4, Section D of Exhibit MKO-1.
Wages-Benefits Increase. The purpose of this adjustment, which is set forth on Page 5,
Section D of Exhibit MKO-1, is to reflect the full year impact of wage and benefit

increase for union and management employees.

Annualization of Depreciation. The amortization of the depreciation accrual consists of
three components: (1) the amortization of the book accrual, (2) the full year effect on tax
depreciation, and (3) the impact on deferred taxes. The book depreciation is annualized
by applying the current accrual rates to the year-end plant balance. The current accrual
rate includes the increased depreciation of Duquesne’s nuclear power plant as well as
increased decommissioning expense in accordance with the Company’s agreement with
the Commission under the Fort Martin Power Plant sale agreement. Effectively, the
annualized 1996 accrual is equal to 1997 depreciation without any capital additions. The
tax depreciation is amortized in a similar manner. The base year is adjusted to reflect a
full year of tax depreciation on year-end plant. Finally, since the Company normalizes

federal and state taxes associated’ with depreciation, the deferred taxes in the test year
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must also be adjusted to reflect the new book and tax depreciation. These adjustments are
developed on Pages 6, Section D of Exhibit MKO-1.

Annualization of Amortization. The amortization accrual adjustment consists of three
components: (1) an adjustment to reflect the amortization of the Company’s regulatory
assets,(2) an adjustment for the Beaver Valley Unit No. II lease expense. The purpose--
the adjustment for the regulatory asset amortization is to reflect the increased collection
required during the transition period, rather than as previously included in rates. The
lease expense adjustment reflects an increase in this amortization to mitigate the stranded
costs associated with the lease of the Company’s nuclear plant. These adjustments are
developed on Page 7, Section D of Exhibit MKO-1.

Full Year Effect Benefits of Increase In Base. The purpose of this adjustment is to
annualize the Company’s benefit expense to reflect the level payable upon previously
adjusted salaries. This adjustment is set forth on Page 8, Section D of Exhibit MKO-1.
Please describe the Company’s weather normalizing adjustment.

The purpose of this adjustment is to reflect the impact of normal weather on the base year
data. The adjustment is made for each class of service and based upon the relationship
between sales and degree days in the winter and degree hours in the summer. Once the
impact on customer consumption is determined, it is multiplied by the average unit
revenue for the rate class. In addition to adjusting revenues, expenses equal to the sales
change multiplied by the marginal energy cost are deducted, resulting in a pre-tax impact.
This adjustment appears on Page 9, Section D of Exhibit MKO-1 .

Are there any other adjustments to the base year data?
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Yes. The consolidated tax savings adjustment allocates the tax benefits associated with a
number of investments which have significant tax benefits. The investments include
investments in affordable housing projects, investments in IRC Section 29 gas projects,
as well as structured tax leasing investments. This adjustment is necessary to refiect the
Company’s mitigation of taxes which are included in stranded costs. This adjustment is

set forth on Page 10 of Exhibit MKO-1.

Functional Unbundling of Revenues, Expenses, and Rate Base

Please describe how expenses were unbundled into generation, transmission and
distribution.

As can be seen in Exhibit MKO-1 Section E the vast majority of expenses are directly
assignable to their specific function. The FERC System of Accounting provides for
specific identification of costs. In addition, Duquesne’s general accounting system
provides for the capturing of costs by specific function.

Descnibe how the allocation of costs, other than those directly assignable, were
developed.

A comprehensive analysis of the cost structure of Duquesne was performed in 1996. The
goal of this analysis was to develop the ability to allocate costs to the generation function
of the business. Because of the legislation which was being contemplated, the Company
had taken the initiative to begin looking at the functional unbundling of its vertically
integrated business.

Describe the process on how the allocation factors indicated in Section E of Exhibit

MK.O-1 were developed.
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Duquesne engaged Metzler and Associates, as well as Deloitte & Touche to review the
functional unbundling of the generation portion of the business. A key part of this project
including reviewing and developing allocation factors for non-direct charges.

Each component was reviewed in detail, including what factors influenced the amount of
charges any one item derived. The factors which influenced the amount of charges
incurred for an itermn were weighted. Based on which factors most directly influenced the
variable aspect of the item, these factors were identified as the allocation factor most
appropriate in functional unbundling of the specific charge. This process of identifying
factors was developed over a number of weeks and included extensive interviews of
various support and corporate administration personnel.

Based upon the analysis, does the Company believe the costs contained in Exhibit MKO-
1 are properly unbund!led to specific functions?

Yes. The allocation of costs is a process which requires the exercise of judgment. Our
process of analyzing each cost and reviewing each different allocation factor, by item, is a
thorough and reasonable process for developing allocation factors. In addition, our

process was guided by consultants who have significant experience in this area.

APPENDIX A ITEMS

Mr. O’Brien, you stated that you are responsible for certain of the items required to be
filed with the Company’s restructuring filing. Please identify these items. 7

Items A:2,3,4,5,6,and 7.

Items B: 1, 2, and 3.

Items C: 1 through 22

30



Items D: 1 through 22

Items E: 1 through 8

Items F: 1 through 19

Items O: 4, 5, and 6.

Does this conclude your testimony?

Yes.
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Operating Revenues:

440
442
442
444
447

450
451
454
456
447

Electric Service Revenues
Residential Sales
Commercial Sales
Industrial Sales
Public Street and Highway Lighting
Sales For Resale - Pitcaim
Total Electric Service Revenues

Other Electric Revenues
Late Payment Charges
Miscellaneous Service Revenues
Rent from Electric Property
Other Electric Revenues
Sales For Resale - Other Utilities
Total Other Electric Revenues

Total Operating Revenues

Operating Expenses:

500
501
502
505
506
507
509
510
511
512
513
514

517
518
519
520
523
524
525
528
529

Production Expense
Operation Supervision and Engineering
Fuel
Steam Expenses
Electric Expenses
Miscellaneous Labor and Expenses
Rents
Emission Allowance
Maintenance Supervision and Engineering
Maintenance of Structures
Maintenance of Boiler Plant
Maintenance of Electric Plant
Maintenance of Misc. Plant Equipment

Total Steam Power Q&M Expenses

Operation Supervision and Engineering
Fuel
Coolants and Water
Steam Expenses
Electric Expenses
Miscellaneous Nuclear Power Expenses
Rents
Maintenance Supervision and Engineering
Maintenance of Structures

Test Year

$404,183,112
475,319,391
189,526,889
16,620,246
857,283

1,086,506,921

4,746,547
1,454,946
7,608,687
24 275,196
58,291,849

96,377,225

1,182,884,146

5,264,774
175,962,858
9,003,904
2,148,465
7,322,114
335,734
2,068,025
1,504,322
1,255,864
16,766,780
4,803,725
5,353,336

231,789,901

13,575,986
26,648,415
558,656
5,455,447
129,447
16,937,324
47,728,121
3,205,342
1,641,883

Exhibit MKO-1A
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

530
531
532

546
547
548
549
551
552
553
554

555
556
557
557

560
561
562
563
564
565
566
567
568
569
570
571
572
573

580
581
582
583
584
585
586
o587

Maintenance of Reactor Plant
Maintenance of Electric Plant
Maintenance of Misc. Nuclear Plant
Total Nuclear Power O&M Expenses
Operation Supervision and Engineering
Fuel
Generation Expenses
Miscellaneous Other Power Expenses
Maintenance Supervision and Engineering
Maintenance of Structures
Maintenance of Electric Plant
Maintenance of Misc. Generation Plant
Total Other Power O&M Expenses
Purchased Power
System Load Dispatching
Other Power Supply Expense
Deferred Energy Costs
Total Power Production Expenses

Transmission Expenses
Operation Supervision and Engineering
Load Dispatching
Station Expenses
Overhead Line Expenses
Underground Line Expenses
Transmission of Eleétricity by Others
Miscellaneous Expenses
Rents
Maintenance Supervision and Engineering
Maintenance of Structures
Maintenance of Station Equipment
Maintenance of Overhead Lines
Maintenance of Underground Lines
Maintenance of Misc. Transmission Plant

Total Transmission Expenses

Distribution Expenses
Operation Supervision and Engineering
Load Dispatching
Station Expenses
Overhead Line Expenses
Underground Line Expenses
Street Lighting and Signal System
Meter Expenses
Customer Installations

Test Year
7,760,707
3,324,829
8,111,238

135,167,395

26,232
201,837
25,322
130,029
26,391
32,128
36,380
17,924

496,043

32,269,274
828,636
382,659

(4,527,073)

396,406,835

229,232
715,428
585,615
3,116
33,965
5,411,140
64,167
486,227
61,655
457 572
438,228
2,275,982
40,997

0

10,803,324

1,266,741
574,447
2,833,152
3,631,484
802,063
292,590
1,285,488
3,447,613

Exhibit MKO-1A
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

588
589
590
591
592
593
594
5985
596
597
598

801
902
903
904
905

907
908
909
910

911
912
913
916

920
921
922
923
924
925
926
928
928

Miscellaneous Expenses

Rents

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Station Equipment

Maintenance of Overhead Lines

Maintenance of Underground Lines

Maintenance of Line Transformers

Maint. of Street Lighting and Signal System

Maintenance of Meters

Maintenance of Misc. Distribution Plant
Total Distribution Expenses

Customer Accounts Expenses
Supervision
Meter Reading
Customer Records and Collection
Uncollectible Accounts
Miscellaneous Customer Accounts Exp.
Total Customer Accounts Expenses

Customer Service and Info Expenses
Supervision
Customer Assistance Expenses
Info and Instructional Advertising Expenses
Misc. Customer Service and Info Expenses

Total Customer Service and info Expenses

Sales Expenses

Supervision

Demonstrating and Selling

Advertising

Miscellaneous Sales Expenses
Total Sales Expenses

Administrative and General Expenses

Administrative and General Salaries
Office Supplies and Expenses
Administrative Expense Transferred
Qutside Services Employed
Property Insurance

Injuries and Damages

Employee Pension and Benefits
Regulatory Commission Expenses
Duplicate Charges

Test Year
3,192,187
1,827,440

454,314
466,745
1,457,120
13,504,784
845,121
105,029
84,234
596,821
403,934

37,071,307

3,406,371
4,382,518
13,520,070
11,000,000
187,178

32,496,137

176,328
1,740,258
220,069
30,974

2,167,629

18,837
4,377,036
19,427
118,689

4,533,989

25,690,455
5,596,877
(6,171,869)
8,467,154
5,604,103
3,604,775
12,725,517
1,790,074
(1,247,245)
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

930 Miscellaneous General Expenses
931 Rents
935 Maintenance of General Plant
Total Administrative and General Expenses

Total Operating Expenses

403 Depreciation Expense

403 Nuclear Decontamination and
Dismantling Expense

404 Amortization of Leasehold Improvements

405 Amortization of Early Window Costs

405 Amortization of Transition Costs

406 Amortization of Utility Plant Adjustments

407 Amortization of Perry Unit No. 2
Abandonment Loss

408 Taxes Other Than Income Taxes

Total Operating Expenses Before
Federal and State Income Taxes

Net Operating Income Before
Federal and State Income Taxes

409 Federal Income Tax

409 State Income Tax

410 Deferred Federal Income Tax

410 Deferred State Income Tax

411 Income Tax Deferred in Prior Years
411 Amaortization of Investment Tax Credits
411 Gain From Disposal of Allowances

Total Income Taxes

Net Utility Operating income
418 Equity in Subsidiary Company's Eamnings
418 Non-Operating Rental Income & Expense
419 Interest Revenues

419 Allowance For Funds Used During Construction
421 Misceilaneous Non-Operating Income

Total Other Income

Test Year
20,628,427
11,498,652

3,262,706

91,449,626

574,928,847
172,588,875

5,027 197
8,193,897
9,702,476
0
353,580

8,471,653
84,569,688

863,836,213

319,047,933

94,901,767
29,130,353
15,799,927
1,235,284
(36,611,485)
(7,838,483)
(226,313)

96,391,050
222,656,883

31,619,253

(57,428)
11,563,066
1
3,452,177

46,577,069
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

426 Donations
426 Civic, Political and Related Activities

426 Qther

Total Other Income Deductions

409 Federal Income Tax
409 State Income Tax
420 Investment Tax Credit

Total Taxes Applicable to Other income
and Deductions

income Before Interest Charges

Interest Charges

427 Interest on Long-Term Debt

428 Amortization of Debt Discount and Expense

429 Amortization of Premium on Debt

431 Other Interest

432 Allowance For Borrowed Funds Used
During Construction

Total Interest Charges

Net income

Test Year
1,606,873
725,714
6,330,988

8,663,675

(418,561)
(779,727)
{1,720,529)

(2,918,817)

263,489,194

82,504,832
6,091,881

(118,820)
26,670,636

(1,249,515)

113,899,014

$149,580,180
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Gross Plant

Intangible Plant:

301 Organization
302 Franchises and Consents
303 Miscellaneous Intangible Plant

Total Intangible Plant

Production Plant;

310
311
312
313
314
315
316

320
321
322
323
324
325

330
331
332
333
334
335
336

340
341
342

Steam Production Plant

Land and Land Rights

Structures and Improvements

Boiler Plant Equipment

Engines/Engine-Driven Generators

Turbogenerator Units

Assessory Electric Equipment

Misc. Power Plant Equipment
Total Steam Production Plant

Nuclear Production Plant

Land and Land Rights

Structures and Improvements

Reactor Plant Equipment

Turbo Generator Units

Accessory Electric Equipment

Misc. Power Plant Equipment
Total Nuclear Production Plant

Hydraulic Production Piant

Land and Land Rights
Structures and Improvements
Reservoirs, Dams, and Waterways

Water Wheels, Turbines, and Generators

Accessory Eiectric Equipment

Misc. Power Plant Equipment

Roads, Railroads, and Bridges
Total Hydraulic Production Plant

Other Production Plant

Land and Land Rights
Structures and Improvement

Fuel Holders, Products, and Accessories

Test Year

$100,275
6,830
286,993,420

287,100,525

8,026,760
128,853,875
484,460,835

0
115,768,800
78,729,366
24,280,712

840,120,348

617,903
229,416,299
656,156 421
119,726,878
161,470,226

72,991,217

1,240,378,944

(=lleReNolNaeNol ol

393,704
8,150,271
3,371,626
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Gross Plant

343 Prime Movers

344 Generators

345 Accessory Electric Equipment

346 Misc. Power Plant Equipment
Total Other Production Plant

Total Production Plant

Transmission Piant:

350 Land and Land Rights
352 Structures and improvements
353 Station Equipment
354 Towers and Fixtures
355 Poles and Fixtures
356 Overhead Conductors and Devices
357 Underground Conduit
358 Underground Conductors and Devices
359 Roads and Trails
Total Transmission Plant

Distribution Plant:

360 Land and Land Rights

361 Structures and Improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices

366 Underground Conduit

367 Underground Conductors and Devices

368 Line Transformers

369 Services

370 Meters

371 installations on Customer Premises

372 Leased Property on Customer Premises

373 Street Lighting and Signal Systems
Total Distribution Plant

General Plant:
389 Land and Land Rights

390 Structures and Improvements
391 Office Furniture and Equipment

Test Year
436,877
22,779,084
6,674,134
1,092,833

42 899,429

2,123,398,721

9,833,085
8,073,681
124,857,725
66,632,752
5,653,323
43,975,550
34,250,903
18,895,858
13,879

312,186,756

8,902,261
41,029,378
318,016,208
0
218,026,447
168,933,236
74,561,251
112,816,627
150,946,402
57,792,430
59,652,919
37,793

0
22,510,688

1,233,225,730

6,199,971
64,438,073
48,657,786

Exhibit MKO-1A
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Gross Plant
Test Year

392 Transportation Equpment 16,877,412
393 Stores Equipment 2,340,839
394 Tools, Shop and Garage Equipment 9,830,485
395 Laboratory Equipment 6,289,389
396 Power Operated Equipment 1,304,358
387 Communication Equipment 88,873,334
398 Miscellaneous Equipment 432,311

Subtotal 245,243,958
399 Other Tangible Property 72,495,480

Total General Plant 317,739,438

TOTAL $4,273,651,170




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Exhibit MKO-1A
Page 9 of 17

Accumulated Depreciation

Test Year
Intangible Plant:
301 Organization $0
302. Franchises and Consents 4]
303 Miscellaneous Intangible Plant 24,586,227
Total Intangible Plant 24,586,227
Production Plant:
Steam Production Plant
310 Land and Land Rights 0
311  Structures and Improvements 73,121,619
312 Boiler Plant Equipment 218,157,215
313 Engines/Engine-Driven Generators 0
314 Turbogenerator Units 64,854,044
315 Assessory Electric Equipment 40,961,416
316 Misc. Power Plant Equipment 14,257,747
Total Steam Production Plant 411,352,041
Nuclear Production Plant :
320 Land and Land Rights 0
321 Structures and Improvements 125,861,202
322 Reactor Plant Equipment 315,714,113
323 Turbo Generator Units 67,672,070
324 Accessory Electric Equipment 86,599,467
325 Misc. Power Plant Equipment 36,502,357
Total Nuclear Production Plant 632,349,209
Hydraulic Production Plant
330 Land and Land Rights 0
331 Structures and improvements 0
332 Reservoirs, Dams, and Waterways 0
333 Water Wheels, Turbines, and Generators 0
334 Accessory Electric Equipment 0
335 Misc. Power Plant Equipment ¢]
336 Roads, Railroads, and Bridges 0
Total Hydraulic Production Plant 0
Other Production Plant
340 Land and Land Rights ¢
341  Structures and Improvement 3,289,817
342 Fuel Holders, Products, and Accessories 1,683,911
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Accumulated Depreciation

Test Year
343 Prime Movers 223,568
344 Generators 10,856,250
345 Accessory Electric Equipment 1,919,779
346 Misc. Power Plant Equipment 1,128,485
Total Other Production Plant 19,001,810

Total Production Plant

Transmission Plant:

1,062,703,060

350 Land and Land Rights 0
352 Structures and Improvements 1,960,150
353 Station Equipment 50,537,060
354 Towers and Fixtures 23,349,334
355 Poles and Fixtures 1,666,715
356 Overhead Conductors and Devices 21,424 367
357 Underground Conduit 8,072,583
358 Underground Conductors and Devices 7,918,705
359 Roads and Trails 5,122
Total Transmission Plant 114,934,046
Distribution Plant:
360 Land and Land Rights 0
361 Structures and Improvements 13,307,734
362 Station Equipment 71,647,813
363 Storage Battery Equipment 0
364 Poles, Towers, and Fixtures 66,699,658
365 Overhead Conductors and Devices 60,090,427
366 Underground Conduit 15,840,062
367 Underground Conductors and Devices 34,037,405
368 Line Transformers 51,529,607
369 Services 19,868,087
370 Meters 25,120,856
371 Installations on Customer Premises (37,544)
372 Leased Property on Customer Premises 0
373 Street Lighting and Signal Systems 14,747,084
Total Distribution Plant 372,851,189
General Plant:
389 Land and Land Rights 0
390 Structures and Improvements 22,588,933
391 Office Fumniture and Equipment 20,284,790
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DUQUESNE LIGHT COMPANY

Cost of Service Functionalization

For the Year Ended December 31, 1996
Accumulated Depreciation

Test Year

392 Transportation Equpment 9,511,415
393 Stores Equipment 880,929
394 Tools, Shop and Garage Equipment 3,534,301
395 Laboratory Equipment 2,217,133
396 Power Operated Equipment 855,117
397 Communication Equipment 49,594,356
398 Miscellaneous Equipment 169,296

Subtotal 109,636,270
399 Other Tangible Property 67,751,995

Total General Plant 177,388,265

TOTAL $1,752,462 787




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Net Book Value

Intangible Plant:
301 Organization

302 Franchises and Consents
303 Miscellaneous Intangible Plant
Total Intangible Piant

Production Plant:
Steam Production Plant
310 Land and Land Rights
311 Structures and Improvements
312 Boiler Plant Equipment
313 Engines/Engine-Driven Generators
314 Turbogenerator Units
315 Assessory Electric Equipment
316 Misc. Power Plant Equipment
Total Steam Production Plant

Nuclear Production Plant

320 Land and Land Rights

321 Structures and Improvements
322 Reactor Plant Equipment

323 Turbo Generator Units

324 Accessory Electric Equipment
325 Misc. Power Plant Equipment

Total Nuclear Production Plant

Hydraulic Production Plant
330 Land and Land Rights
331 Structures and Improvements
332 Reservoirs, Dams, and Waterways
333 Water Wheels, Turbines, and Generators
334 Accessory Electric Equipment
335 Misc. Power Plant Equipment
336 Roads, Railroads, and Bridges

Total Hydraulic Production Plant

Other Production Plant
340 Land and Land Rights
341  Structures and Improvement
342 Fuel Holders, Products, and Accessories

Test Year .

$100,275
6,830
262,407,193

262,614,298

8,026,760
55,732,256
266,303,620
0
50,914,756
37,767,950
10,022,965

428,768,307

617,903
103,555,097
340,442,308

52,054,808
74,870,759
36,488,860

608,029,735

sliejoleNoloNoele]

393,704
4,860,454
1,787,715
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Net Book Value
Test Year
343 Prime Movers 213,309
344 Generators 11,923,734
345 Accessory Electric Equipment 4,754,355
346 Misc. Power Plant Equipment (35,652)
Total Other Production Plant 23,897,619

Total Production Plant

Transmission Plant:

1,060,695,661

350 Land and Land Rights 9,833,085
352 Structures and improvements 6,113,531
353 Station Equipment 74,320,665
354 Towers and Fixtures 43,283,418
355 Poles and Fixtures 3,986,608
356 Overhead Conductors and Devices 22,551,183
357 Underground Conduit 26,178,310
358 Underground Conductors and Devices 10,977,163
359 Roads and Trails 8,757
Total Transmission Plant 197,252,710
Distribution Plant:
360 Land and Land Rights 8,902,261
361 Structures and Improvements 27,721,644
362 Station Equipment 246,368,485
363 Storage Battery Equipment 0
364 Poles, Towers, and Fixtures 161,326,788
365 Overhead Conductors and Devices 108,842,809
366 Underground Conduit 58,721,189
367 Underground Conductors and Devices 78,779,222
368 Line Transformers 99 416,795
369 Services 37,924,343
370 Meters 34,532,063
371 Installations on Customer Premises 75,337
372 Leased Property on Customer Premises 0
373 Street Lighting and Signal Systems 7,763,604
Total Distribution Plant 860,374,541
General Plant:
389 Land and Land Rights 6,199,971
-380 Structures and Improvements 41,849,140
391 Office Fumiture and Equipment 28,372,995
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DUQUESNE LIGHT COMPANY

Cost of Service Functionalization

For the Year Ended December 31, 1996
Net Book Value

Test Year

392 Transportation Equpment 7,365,997
393 Stores Equipment 1,459,910
394 Tools, Shop and Garage Equipment 6,296,184
395 Laboratory Equipment 4,072,256
396 Power Operated Equipment 449,241
397 Communication Equipment 39,278,978
398 Miscellaneous Equipment 263,015

Subtotal 135,607,688
399 QOther Tangible Property 67,751,995

Total General Plant 203,359,683

TOTAL $2,584,196,893
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Deferred Taxes

Test Year
Intangibie Plant:
301 Organization $0
302 Franchises and Consents 0
303 Miscellaneous Intangible Plant 3,363,051
Total Intangible Plant 3,363,051
Production Plant:
Steam Production Plant
310 Land and Land Rights
311 Structures and Improvements
312 Boiler Plant Equipment
313 Engines/Engine-Driven Generators
314 Turbogenerator Units
315 Assessory Electric Equipment
316  Misc. Power Plant Equipment
Total Steam Production Plant 64,681,794
7
Nuclear Production Plant
320 Land and Land Rights
321  Structures and Improvements
322 Reactor Plant Equipment
323 Turbo Generator Units
324  Accessory Electric EQuipment
325 Misc. Power Plant Equipment
Total Nuclear Production Plant 168,710,461
Hydraulic Production Plant
330 Land and Land Rights
331  Structures and Improvements
332 Reservoirs, Dams, and Waterways
333 Water Wheels, Turbines, and Generators
334 Accessory Electric Equipment
335 Misc. Power Plant Equipment
336 Roads, Railroads, and Bridges
Total Hydraulic Production Plant 0

Other Production Plant
340 Land and Land Rights
341  Structures and Improvement
342 Fuel Holders, Products, and Accessories



DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Deferred Taxes

343 Prime Movers

344 Generators

345 Accessory Electric Equipment

346 Misc. Power Plant Equipment
Total Other Production Plant

Total Production Plant
Transmission Plant:

350 Land and Land Rights
3562 Structures and Improvements
353 Station Equipment
354 Towers and Fixtures
355 Poles and Fixtures
356 Overhead Conductors and Devices
357 Underground Conduit
358 Underground Conductors and Devices
359 Roads and Trails
Total Transmission Plant

Distribution Plant;

360 Land and Land Rights

361 Structures and Improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices
366 Underground Conduit

367 Underground Conductors and Devices
368 Line Transformers

369 Services

370 Meters

371 Installations on Customer Premises
372 Leased Property on Customer Premises
373 Street Lighting and Signal Systems

Test Year

3,269,464

236,661,719

23,087,876

Total Distribution Plant

99,290,960

General Plant:

389 Land and Land Rights
390 Structures and Improvements
391 Office Fumiture and Equipment

Exhibit MKO-1A
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Deferred Taxes

Test Year

392 Transportation Equpment
393 Stores Equipment
394 Tools, Shop and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communication Equipment
398 Miscellaneous Equipment
Subtotal 25,765,908
399 Other Tangible Property 11,227,191
Total General Plant 36,993,099
TOTAL $399,396,705
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Operating Revenues:

440
442
442
444
447

450
451
454
456
447

Eleciric Service Revenues
Residential Sales
Commercial Sales
Industrial Sales
Public Street and Highway Lighting
Sales For Resale - Pitcairn
Total Electric Service Revenues

Other Electric Revenues
Late Payment Charges
Miscellaneous Service Revenues
Rent from Electric Property
Other Electric Revenues
Sales For Resaie - Other Utilities
Total Other Electric Revenues

Total Operating Revenues

Operaiing Expenses;

500
501
502
505
506
507
509
510
511
512
513
514

517
518
519
520
523
524
525
528
529
530
531
532

546
547
548

Production Expense

Operation Supervision and Engineering

Fuel .

Steam Expenses

Electric Expenses

Miscellaneous Labor and Expenses

Rents

Emission Allowance

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Boiler Plant

Maintenance of Electric Plant

Maintenance of Misc. Plant Equipment
Total Steam Power O&M Expenses

Operation Supervision and Engineering

Fuel

Coolants and Water

Steam Expenses

Electric Expenses

Miscellaneous Nuclear Power Expenses

Rents

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Reactor Plant

Maintenance of Electric Plant

Maintenance of Misc. Nuclear Plant
Total Nuclear Power O&M Expenses

‘Operation Supervision and Engineering

Fuel

Generation Expenses

Exhibit MKO-1iB
Page 1 of 12

Adjusted

Test Year  Adjustments Test Year
$404,183,112 $14,288,888 1,2,10,12 $418,472,000
475,319,3H 27,272,878 12,10 502,592,269
189,526,889 10,114,404 1,210 199,641,293
16,620,246 421,139 1,210 17,041,385
857,283 927 2 _ 858,210
1,086,506,921 52,098,236 1,138,605,157
4,746,547 4,746,547
1,454,946 1,454,946
7,608,687 7,608,687
24,275,196 (1.147,264) 312 23,127,832
58,291,849 (22,649,094) 12 35,642,755
96,377,225 (23,796,358) 72,580,867
1,182,884,146 28,301,878 1,211,186,024
5,264,774 739,872 56,12 6,004,646
175,962,858 (19,557.695) 11,12,14 156,405,163
9,003,904 (413,389) 12 8,590,515
2,148,465 (43,591) 12 2,104,874
7,322,114 (562,387) 12 6,759,727
335,734 (256) 12 335478
2,068,025 2,068,025
1,504,322 (258,352) 12 1,245,970
1,255,864 (294,925) 12 960,939
16,766,780 (1,372,988) 12 15,393,792
4,803,725 (779,026) 12 4,024,699
5,353,336 {715,789) 12 4,637,547
231,789,801 (23,258.526) 208,531,375
13,575,986 ' 13,575,986
26,648,415 (907,606) 11 25,740,809
558,656 558,656
5,455,447 5,455,447
129,447 129,447
16,937,324 16,937,324
47,728,121 (1,505,001) 11 46,223,120
3,295,342 3,295,342
1,641,883 1,641,883
7,760,707 7,760,707
3,324,829 3,324,829
8,111,238 (90,300) 11 8,020,938
135,167,395 {2,502,907) 132,664,488
26,232 26,232
201,837 201,637
25,322 25,322




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

549 Miscellaneous Other Power Expenses
551 Maintenance Supervision and Engineering
552 Maintenance of Structures
553 Maintenance of Electric Plant
554 Maintenance of Misc. Generation Plant

Total Other Power O&M Expenses
555 Purchased Power
556 System Load Dispatching
557 Other Power Supply Expense
557 Deferred Energy Costs

Total Power Production Expenses

Transmission Expenses
560 Operation Supervision and Engineering
561 Load Dispatching
562 Station Expenses
563 Overhead Line Expenses
564 Underground Line Expenses
565 Transmission of Electricity by Others
566 Miscellaneous Expenses
567 Rents
568 Maintenance Supervision and Engineering
569 Maintenance of Structures
570 Maintenance of Station Equipment
571 Maintenance of Overhead Lines
872 Maintenance of Underground Lines
573 Maintenance of Misc. Transmission Plant
Total Transmission Expenses

Distribution Expenses
580 Operation Supervision and Engineering
581 Load Dispatching
582 Station Expenses
583 Overhead Line Expenses
584 Underground Line Expenses
585 Street Lighting and Signal System
586 Meter Expenses
587 Customer Installations
588 Miscellaneous Expenses
589 Rents
580 Maintenance Supervision and Engineering
591 Maintenance of Structures
592 Maintenance of Station Equipment
593 Maintenance of Overhead Lines
594 Maintenance of Underground Lines
595 Maintenance of Line Transformers
596 Maint. of Street Lighting and Signal System
597 Maintenance of Meters
588 Maintenance of Mis¢. Distribution Plant
Total Distribution Expenses

O Exhibit MEKO-1E
Page 2 of 1:

Adjusted
Test Year Adjustments Test Year
130,029 130,029
26,391 26,391
32,128 32,128
36,380 36,380
17,924 17,924
496,043 0 496,043
32,269,274 32,269,274
828,636 828,636
382,659 382,659
(4,527,073) 4,527,073 7 0
396,406,835 {21,234,360) 375,172,475
229,232 60,164 4.5 289,396
715,428 715,428
585,615 585,615
3,116 3,116
33,965 33,965
5,411,140 5,411,140
64,167 64,167
486,227 486,227
61,655 61,655
457,572 457,572
438,228 438,228
2,275,982 2,275,982
40,997 40,997
0 0
10,803,324 60,164 10,863,488 |.
1,266,741 950,158 4,5 2,216,899
574,447 574,447
2,833,152 2,833,152
3,631,484 3,631,484
802,063 802,063
292 590 292,590
1,285,488 1,285,488
3,447,613 3,447,613
3,192,187 3,192,187
1,827,440 1,827,440
454 314 454,314
466,745 466,745
1,457,120 1,457,120
13,504,784 13,504,784
845,121 845,121
105,029 105,029
84,234 84,234
596,821 596,821
403,934 403,934
37,071,307 950,158 38,021,465




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Customer Accounts Expenses
901 Supervision
902 Meter Reading
903 Customer Records and Collection
904 Uncoliectible Accounts
905 Miscellaneous Customer Accounts Exp.
Total Customer Accounts Expenses

Customer Service and Info Expenses
907 Supervision
908 Customer Assistance Expenses
909 Info and Instructional Advertising Expenses
910 Misc. Customer Service and Info Expenses
Total Customer Service and Info Expenses

Sales Expenses
911 Supervision
912 Demonstrating and Selling
913 Advertising
916 Miscellaneous Sales Expenses
Total Sales Expenses

Administrative and General Expenses
920 Administrative and General Salaries
921 Office Supplies and Expenses
922 Administrative Expense Transferred
923 Outside Services Employed
924 Property Insurance
925 Injuries and Damages
926 Employee Pension and Benefits
928 Regulatory Commission Expenses
929 Duplicate Charges
930 Miscellaneous General Expenses
931 Rents
935 Maintenance of General Plant

Total Administrative and General Expenses

Total Operating Expenses

403 Depreciation Expense

403 Nuclear Decontamination and
Dismantling Expense

404 Amortization of Leasehold Improvements

405 Amortization of Early Window Costs

405 Amortization of Transition Costs

406 Amortization of Utility Plant Adjustments

407 Amortization of Perry Unit No. 2
Abandonment Loss

408 Taxes Other Than Income Taxes

Total Operating Expenses Before
Federal and State Income Taxes

Exhibit MKO-1B
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Adjusted

Test Year Adjustments Test Year
3,406,371 3,406,371
4,382,518 4,382,518
13,520,070 13,520,070
11,000,000 11,000,000
187,178 187,178
32,496,137 0 32,496,137
176,328 176,328
1,740,258 1,740,258
220,069 220,069
30,974 30,974
2,167,629 0 2,167 629
18,837 18,837
4,377,036 4,377,036
19,427 19,427
118,689 118,689
4,533,989 0 4,533,989
25,690,455, 648,390 4.5 26,338,845
5,596,877 5,596,877
(6,171,869) (6,171,869)
8,467,154 8,467,154
5,604,103 5,604,103
3,604,775 3,604,775
12,725,517 778,929 6 13,504,446
1,790,074 1,790,074
(1,247,245) (1,247 ,245)
20,628,427 20,628 427
11,498,652 11,498,652
3,262,706 3,262,706
91,449,626 1,427,319 92,876,945
574,928,847 (18,796,719) 556,132,128
172,588,875 25,000,000 12 197,588,875
5,027,197 (5,027,197) 11 0
8,193,897 8,193,897
9,702,476 (9,702,476) 11 0
0 84,031,667 11 84,031,667
353,580 (353,580) 13 0
8,471,653 (8,471,653) 9 0
84,569,688 (4,352,878) 12 80,216,810
863,836,213 62,327,164 926,163,377




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1396

Net Operating income Before
Federal and State Income Taxes

408 Federal Income Tax

409 State Income Tax

410 Deferred Federal Income Tax

410 Deferred State Income Tax

411 Income Tax Deferred in Prior Years
411 Amortization of Investment Tax Credits
411 Gain From Disposal of Allowances

Total Income Taxes
Net Utility Operating Income

418 Equity in Subsidiary Company's Eamings

418 Non-Operating Rental Income & Expense

418 Interest Revenues

419 Allowance For Funds Used During Construction
421 Miscellaneous Non-Operating Income

Total Other Income
426 Donations
426 Civic, Political and Related Activities
426 Other
Total Other Income Deductions
409 Federal Income Tax

409 State Income Tax
420 Investment Tax Credit

Total Taxes Applicable to Other Income
and Deductions

income Before Interest Charges

Interest Charges

427 Interest on Long-Term Debt

428 Amortization of Debt Discount and Expense

429 Amortization of Premium on Debt

431 Other Interest

432 Allowance For Borrowed Funds Used
During Construction

Total Interest Charges

Test Year Adjustments
319,047,933 (34,025,286)
94,901,767 (1,888,439)
29,130,353 5,215,971
15,799,927 (42,740,251)
1,235,284 (220,443)
{36,611,485)
(7.838,483)
(226,313)
96,391,050 (39,643,162)
222,656,883 5,617,876
31,619,283 (19,665,341)
(567,428)
11,563,066
1
3,452,177
46,577,069 {19,665,341)
1,606,873
725,714
6,330,988
8,663,575 0
(418,561)
(779,727)
{1.720,529)
(2,918,817 0
263,489,194 (14,047 ,465)
82,504,832
6,091,881 (8,765,532)
(118,820)
26,670,636
(1,249,515)
113,899,014 (3,765,532)

Net Income

$149,590,180  {$10,281,933)

8,15
15
11,15
15

11
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Adjusted
Test Year

285,022,647

93,003,328

. 34,346,324
(26,940,324)
1,014,841
(36,611,485)
(7,838,483)
(226,313

56,747,888

228,274,759

11,953,912
(57,428)"
11,563,066
1
3,452,177

26,911,728

1,606,873
725,714
6,330,988

8,663,575

(418,561)
(779,727}
(1,720,529

(2,918,817)

249,441,729

82,504,832
2,326,349
(118,820
26,670,636

(1,249,515)

110,133,482

$139,308,247




DUQUESNE LIGHT COMPANY

Cost of Service Functionalization

For the Year Ended December 31, 1996
Gross Plant

ntangible Plant;

3
302
303

Organization
Franchises and Consents
Miscellaneous Intangibie Plant

Test Year

$100,275
6,830
286,993,420

Adjustments

(243,000,000)

Total Intangible Plant

287,100,525

(243,000,000)

Production Plant:

310
311
312
313
314
315
316

320
321
322
323
324
325

330
331
332
333
334
335
336

340
341
342
343
344
345
346

Steam Production Plant
Land and Land Rights
Structures and Improvements
Boiler Plant Equipment
Engines/Engine-Driven Generators
Turbogenerator Units
Assessory Electric Equipment
Misc. Power Plant Equipment

8,026,760
128,853,875
484,460,835

0

115,768,800

78,729,366
24,280,712

Total Steam Production Plant

Nuclear Production Plant
Land and Land Rights
Structures and Improvements
Reactor Plant Equipment
Turbo Generator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

840,120,348

617,903
229,416,299
656,156,421
119,726,878
161,470,226

72,991,217

243,000,000

Total Nuclear Production Plant

1,240,378,944

243,000,000

Hydraulic Production Plant
Land and Land Rights
Structures and Improvements
Reservoirs, Dams, and Waterways
Water Wheels, Turbines, and Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Roads, Railroads, and Bridges

Total Hydrauiic Production Plant

OC o000 OO0O

Other Production Plant
Land and Land Rights
Structures and Improvement
Fuel Holders, Products, and Accessories
Prime Movers
Generators
Accessory Electric Equipment
Misc. Power Plant Equipment

393,704
8,150,271
3,371,626

436,877

22,779,984
6,674,134
1,092,833

Total Cther Production Plant

42,899,429

Y

Total Production Plant

2,123,398,721

243,000,000

1

1

Test Year
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Adjusted

$100,275
6,830
43,993,420

44,100,525

8,026,760
128,853,875
484,460,835

0
115,768,800
78,729,366
24,280,712

840,120,348

617,903
229,416,299
899,156,421
119,726,878
161,470,226

72,991,217

1,483,378,944

CIOO0OQQO0O0O0O0O0

303,704
8,150,271
3,371,626

436,877

22,779,984
6,674,134
1,092,833

42,899,429

2,366,398,721




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Gross Plant

Transmission Plant:

350
3562
353
354
355
356
357
358
359

Land and Land Rights
Structures and Improvements
Station Equipment
Towers and Fixtures
Poles and Fixtures
Overhead Conductors and Devices
Underground Conduit
Underground Conductors and Devices
Roads and Trails
Total Transmission Plant

Distribution Plant:

360
361
362
363
364
365
366
367
368
369
370
371
372
373

Land and Land Rights

Structures and Improvements

Station Equipment

Storage Battery Equipment

Poles, Towers, and Fixtures

Overhead Conductors and Devices

Underground Conduit

Underground Conductors and Devices

Line Transformers

Services

Meters

Installations on Customer Premises

Leased Property on Customer Premises

Street Lighting and Signal Systems
Total Distribution Plant

General Plant:

389
390
391
392
393
394
385
396
397
398

399

Land and Land Rights
Structures and Improvements
Office Furniture and Equipment
Transportation EqQupment
Stores Equipment
Tools, Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Subtotal
Other Tangible Property

Total General Plant

TOTAL

Test Year

9,833,085
8,073,681
124,857,725
66,632,752
5,653,323
43,975,550
34,250,903
18,895,858
13,879

Adjustments

312,186,756

8,902,261
41,029,378
318,016,298
0
218,026,447

168,933,236

74,561,251
112,816,627
150,946,402

57,792,430

59,652,919

37,793
0
22,510,688

1,233,225,730

6,199,971
64,438,073
48,657,786
16,877,412

2,340,839

9,830,485

6,289,389

1,304,358 -

88,873,334
432,311

245,243,958

0

72,495,480
317,739,438

(72,495,480)
(72,495,480)

$4,273 651,170

(872,495 480)

3
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Adjusted
Test Year

9,833,085
8,073,681
124,857,725
66,632,752
5,653,323
43,975,550
34,250,903
18,895,858
13,879

312,186,756

8,002,261
41,029,378
318,016,298
0
218,026,447
168,933,236
74,561,251
112,816,627
150,946,402
57,792,430
59,652,919
37,793

0
22,510,688

1,233,225,730

6,199,971
64,438,073
48,657,786
16,877,412

2,340,839

9,830,485

6,289,389

1,304,358
88,873,334

432,311

245,243,958

0
245,243,958

$4,201,155,690




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December'31, 1996

Accumulated Depreciation

Intangible Plant;
301 Organization

302 Franchises and Consents
303 Miscellaneous Intangible Plant
Total Intangible Plant

Production Plant;
Steam Production Plant

310 Land and Land Rights

311 Structures and Improvements

312 Boiler Plant Equipment

313 Engines/Engine-Driven Generators

314  Turbogenerator Units

315 Assessory Electric Equipment

316 Misc. Power Plant Equipment
Total Steam Production Plant

Nuclear Production Plant

320 Land and Land Rights

321 Structures and Improvements
322 Reactor Plant Equipment

323 Turbo Generator Units

324 Accessory Electric Equipment
325 Misc. Power Plant Equipment

Total Nuclear Production Plant

Hydraulic Production Plant
330 Land and Land Rights
331 Structures and Improvements
332 Reservoirs, Dams, and Waterways

333  Water Wheels, Turbines, and Generators

334 Accessory Electric Equipment

335 Misc. Power Plant Equipment

336 Roads, Railroads, and Bridges
Total Hydraulic Production Plant

Other Production Plant
340 Land and Land Rights
341 Structures and Improvement

342 Fuel Holders, Products, and Accessories

343 Prime Movers

344 Generators

345 Accessory Electric Equipment

346 Misc. Power Plant Equipment
Total Other Production Plant

Total Production Plant

Exhibit MKO-1B
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Adjusted

Test Year - Adjustments Test Year
$0 $0
0 0
24 586,227 (24,586,227) 1 0
24,586,227 (24,586,227) 0
0 0
73,121,619 73,121,619
218,157 215 218,157,215
0 0
64,854,044 64,854,044
40,961,416 40,961,416
14,257,747 14,257,747
411,352,041 0 411,352,041
0 0
125,861,202 . 125,861,202
315,714,113 18,824,322 1,2 334,538,435
67,672,070 67,672,070
86,599 467 86,599,467
36,502,357 36,502,357
632,349,209 18,824,322 851,173,531
0 0
0 0
0 0
0 0
0 0]
0 0
0 ¢
0 0 0
0 0
3,289,817 3,289,817
1,583,911 1,583,911
223,568 223,568
10,856,250 10,856,250
1,919,779 1,919,779
1,128,485 1,128,485
19,001,810 0 19,001,810
1,062,703.080 18,824,322 1,081,527 382




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Exhibkit MKO-1B
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Accumulated Depreciation

Adjusted
Test Year Adjustments Test Year
Transmission Plant;
350 Land and Land Rights 0 0
352 Structures and Improvements 1,960,150 1,960,150
353 Station Equipment 50,537,060 2,756,556 2 53,293,616
354 Towers and Fixtures 23,349,334 23,349,334
355 Poles and Fixtures 1,666,715 1,666,715
356 Overhead Conductors and Devices 21,424,367 . 21,424,367
357 Underground Conduit 8,072,593 8,072,593
358 Underground Conductors and Devices 7,918,705 7,918,705
359 Roads and Trails 5122 5,122
Total Transmission Plant 114,934,046 2,756,556 117,690,602
Distribution Plant:
360 Land and Land Rights 0 0
361 Structures and Improvements 13,307,734 13,307,734
362 Station Equipment 71,647,813 13,556,779 2 85,204,592
363 Storage Battery Equipment 0 0
364 Poles, Towers, and Fixtures 66,699,658 66,699,658
365 Overhead Conductors and Devices 60,090,427 60,090,427
366 Underground Conduit 15,840,062 15,840,062
367 Underground Conductors and Devices 34,037,405 34,037,405
368 Line Transformers 51,529,607 51,529,607
369 Services 19,868,087 19,868,087
370 Meters 25,120,856 25,120,856
371 Installations on Customer Premises (37,544) (37,544
372 Leased Property on Customer Premises 0 0
373 Street Lighting and Signal Systems 14,747,084 14,747,084
Total Distribution Piant 372,851,189 13,556,779 386,407,968
General Plant:
389 lLand and Land Rights 0 0
390 Structures and Improvements 22,588,933 22,588,933
391 Office Fumniture and Equipment 20,284,790 20,284,790
392 Transportation Equpment 8,511,415 9,511,415
393 Stores Equipment 880,929 880,929
394 Tools, Shop and Garage Equipment 3,534,301 3,534,301
395 Laboratory Equipment 2,217,133 2,217,133
396 Power Operated Equipment 855,117 855,117
397 Communication Equipment 49,594,356 49,594,356
398 Miscellaneous Equipment 169,296 169,296
Subtotal 109,636,270 0 109,636,270
399 Other Tangible Property 67,751,995 (67,751,995) 23 0
Total General Plant 177,388,265 (67,751,895) 109,636,270
TOTAL $1,752 462 787 ($57,200,565) $1,695,262,222
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Net Book Value
Adjusted
Test Year Adjustments Test Year
Intangible Plant:
301 Organization $100,275 $0 $100,275
302 Franchises and Consents 6,830 "0 6,830
303 Miscellaneous Intangible Plant 262,407,193 (218,413,773) 43,993,420
Total Intangible Plant 262,514,298 (218,413,773) 44,100,525
Production Plant;
Steam Production Plant
310 Land and Land Rights 8,026,760 0 8,026,760
311 Structures and improvements 55,732,256 0 55,732,256
312 Boiler Plant Equipment . 266,303,620 0 266,303,620
313 Engines/Engine-Driven Generators 0 0 0
314 Turbogenerator Units 50,914,756 - 0 50,914,756
315 Assessory Electric Equipment 37,767,950 0 37,767,950
316 Misc. Power Plant Equipment 10,022,965 0 10,022,965
Total Steam Production Plant 428,768,307 0 428,768,307
Nuclear Production Plant
320 Land and Land Rights 617,903 0 617,903
321 Structures and improvements 103,555,097 0 103,555,097
322 Reactor Plant Equipment 340,442,308 224,175,678 564,617,986
323 Turbo Generator Units 52,054,808 0 52,054,808
324 Accessory Electric Equipment 74,870,759 0 74,870,759
325 Misc. Power Plant Equipment 36,488,860 0 36,488,860
Total Nuclear Production Plant 608,029,735 224 175,678 832,205,413
Hydraulic Production Plant
330 Land and Land Rights 0 0 0
331 Structures and Improvements 0 0 0
332 Reservoirs, Dams, and Waterways 0 0 0
333  Water Wheels, Turbines, and Generators 0 0 0
334 Accessory Electric Equipment 0 0 0
335 Misc. Power Plant Equipment 0 0 0
336 Roads, Railroads, and Bridges 0 0 0
Total Hydraulic Production Plant 0 0 0
Other Production Plant
340 Land and Land Rights 393,704 0 393,704
341 Structures and Improvement 4,860,454 0 4,860,454
342 Fuel Holders, Products, and Accessories 1,787,715 0 1,787,715
343 Prime Movers 213,309 0 213,309
344 Generators 11,923,734 0 11,923,734
345 Accessory Electric Equipment 4,754,355 0 4,754,355
346 Misc. Power Plant Equipment (35,652) 0 {35,652)
Total Other Production Plant 23,897,619 0 23,897,619
Total Production Plant 1,080,695,661 224,175,678 1,284,871,339




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Net Book Value

Tr

350
352
353
354
355
356
357
358
359

istributi

360
361
362
363
364
365
366
367
368
369
370
37
372
373

smission Pla

Land and Land Rights
Structures and Improvements
Station Equipment
Towers and Fixtures
Poles and Fixtures
Overhead Conductors and Devices
Underground Conduit
Underground Conductors and Devices
Roads and Trails
Total Transmission Plant

Plant:

Land and Land Rights

Structures and Improvements

Station Equipment

Storage Battery Equipment

Poles, Towers, and Fixtures

Overhead Conductors and Devices

Underground Conduit

Underground Conductors and Devices

Line Transformers

Services

Meters

Instaliations on Customer Premises

Leased Property on Customer Premises

Street Lighting and Signal Systems
Total Distribution Plant

Generzal Plant;

389
390
391
392
393
394
395
396
397
398

399

Land and Land Rights
Structures and Improvements
Office Fumiture and Equipment
Transportation Equpment
Stores Equipment
Tools, Shop and Garage Equlpment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment

Subtotal
Other Tangible Property

Total General Plant

TOTAL

Exnibic MKO-1B8
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Adjusted

Test Year Adjustments Test Year
9,833,085 0 9,833,085
6,113,531 0 6,113,531
74,320,665 (2,756,556) 71,564,109
43,283,418 0 43,283,418
3,986,608 0 3,986,608
22,551,183 0 22,551,183
26,178,310 0 26,178,310
10,977,153 0 10,977,153
8,757 0 8,757
197,252,710 (2,756,558) 194,496,154
8,902,261 0 8,902,261
27,721,644 0 27,721,644
246,368,485 (13,556,779) 232,811,706
0 0 0]
151,326,789 0 151,326,789
108,842,809 0 108,842,809
58,721,189 0 58,721,189
78,779,222 0 78,779,222
99,416,795 0 99,416,795
37,924,343 0 37,924,343
34,532,063 0 34,532,063
75,337 0 75,337
¢] 0] C
7,763,604 0 7,763,604
860,374,541 (13,556,779) 846,817,762
6,199,971 0 6,199,971
41,849,140 0 41,849,140
28,372,996 0] 28,372,996
7,365,897 0 7,365,997
1,459,910 0 1,459,910
6,296,184 0 6,296,184
4,072,256 0 4,072,256
449 241 - 0 449 241
39,278,978 0 39,278,978
263,015 0 263,015
135,607,688 0 135,607,688
67,751,995 (67,751,995) 0
203,359,683 (67,751,995) 135,607 688

$2,584,196,893 ($78,303,425)

$2,5605,893 468




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Deferred Taxes

Intangible Plant:
301 OQOrganization

302 Franchises and Consents
303 Miscellaneous Intangible Plant
Total Intangible Plant

Production Plant:
Steam Production Plant

310 Land and Land Rights

311 Structures and Improvements

312 Boiler Plant Equipment

313 Engines/Engine-Driven Generators

314 Turbogenerator Units _

315 Assessory Electric Equipment

316 Misc. Power Plant Equipment
Total Steam Production Plant

Nuclear Production Plant

320 Land and Land Rights

321 Structures and Improvements
322 Reactor Plant Equipment

323 Turbo Generator Units

324 Accessory Electric Equipment
325 Misc. Power Plant Equipment

Total Nuclear Production Plant

Hydraulic Production Plant
330 Land and Land Rights
331 Structures and Improvements
332 Reservoirs, Dams, and Waterways
333 Water Wheels, Turbines, and Generators
334 Accessory Electric Equipment
335 Misc. Power Plant Equipment
336 Roads, Railroads, and Bridges

Total Hydraulic Production Plant

Other Production Plant
340 Land and Land Rights
341 Structures and Improvement
342 Fuefl Hoiders, Products, and Accessories
343 Prime Movers
344 Generators
345 Accessory Electric Equipment
346 Misc. Power Plant Equipment

Total Other Production Plant

Total Production Plant

Test Year Adjustments
30
0
3,363,051 {3,363,051)
3,363,051 {3,363,051)
64,681,794 . 0

168,710,461 285,013,937

3,269,464 0

236,661,719 295,013,837

Exhibit MKO-1B
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Adjusted
Test Year

1

Qo0 0O

64,681,794

1,2 463,724,398

3,269,464

531,675,656
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Deferred Taxes
Adjusted

Test Year Adjustments Test Year
Transmission Plant;

350 Land and Land Rights

352 Structures and Improvements

353 Station Equipment

354 Towers and Fixtures

355 Poles and Fixtures

356 Overhead Conductors and Devices
357 Underground Conduit

358 Underground Conductors and Devices

359 Roads and Trails
Total Transmission Plant 23,087,876 43,830,767 2 66,918,643

Distribution Plant:

360 Land and Land Rights

361 Structures and Improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices
366 Underground Conduit

367 Underground Conductors and Devices
368 Lline Transformers

369 Services

370 Meters

371 Instaliations on Customer Premises
372 Leased Property on Customer Premises

373 Street Lighting and Signal Systems
Total Distribution Plant 99,290,960 111,259,635 2 210,550,595

General Plant;

389 Land and Land Rights

390 Structures and Improvements

391 Office Fumiture and Equipment

392 Transportation Equpment

393 Stores Equipment

394 Tools, Shop and Garage Equipment

385 Laboratory Equipment

396 Power Operated Equipment

397 Communication Equipment

398 Miscellaneous Equipment
Subtotal 25,765,908 0 25,765,908

389 Other Tangible Property 11,227,191  (11,227,191) & 0
Total General Plant 36,993,098  (11,227,191) 25,765,908

TOTAL $399,396,705 $435,514,097 $834,910,802
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DUQUESNE LIGHT COMPANY
Functionalized Rate Base
For the Year Ended December 31, 1996

Gross Plant $4'201 155,690 $2 540, 456 719 $319 052.035 $1341646 936

Accumulated Depreciation | 1,695262,222 1,147,480,150 120,291,943 427,490,129
Net Book Value - [ 2,505,893,468 1,392,976,569 198,760,002 914,156,807

Deferred Taxes (834,910,802)  (547,175,389)  (67,529,991)  (220,205,422)
Net Plant 1670982666 845801180 131,230,101 ___ 693,951,385

Regulatory Assets 544 788485 456273, 753 V32,670,171 56,844 591

Phillips 78,399,252 78,399,252

Brunot Island 28,758,563 28,758,563

Warwick 15,294,914 15,204,914

Deferred Taxes (30,966,357)  (39,966,357)

Working Capital 69,940,000 63,590,000 1,240,000 5,110,000

Rate Base $2,368, 197 523 $1 447 151 275  $165,140, 272 $755 905 976




DUQUESNE LIGHT COMPANY

Cost of Service Functionalization

For the Year Ended December 31, 1996
Gross Plant

Intangible Plant:
301 Organization

302 Franchises and Consents
303 Miscellaneous Intangible Plant
Total Intangible Plant

Production Plant: .

Steam Production Plan
Land and Land Rights
Structures and Improvements
Boiler Plant Equipment
Engines/Engine-Driven Generators
Turbogenerator Units
Assessory Electric Equipment
Misc. Power Plant Equipment

Total Steam Production Plant

310
31
312
313
314
315
316

Nuclear Production Piant

Land and Land Rights
Structures and improvements
Reactor Plant Equipment

Turbo Generator Units
Accessory Electric Equipment
Misc. Power Plant Equipment

Total Nuclear Production Plant

320
321
322
323
324
325

Hydraulic Production Plant
Land and Land Rights
Structures and Improvements
Reservoirs, Dams, and Waterways
Water Wheels, Turbines, and Generators
Accessory Electric Equipment
Misc. Power Plant Equipment
Roads, Railroads, and Bridges
Total Hydraulic Production Plant

330
331
332
333
334
335
336

Other Production Plant
340 Land and Land Rights
341 Structures and Improvement
342 Fuel Holders, Products, and Accessories
343 Prime Movers
344 Generators
345 Accessory Electric Equipment
346 Misc. Power Plant Equipment

Total Other Production Plant

Total Production Plant
Transmission Plant:

350 Land and Land Rights

352 Structures and Improvements

353 Station Equipment
354 Towers and Fixtures

Exhibit MKO-1C
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Adjusted
Test Year Generation Transmission Distribution
$100,275 $60,321 $2,379 $37,674
6,830 4,109 162 2,559
43,993 420 26,464,671 1,043,832 16,484,916
44,100,525 26,529,101 1,046,374 16,525,050
8,026,760 8,026,760
128,853,875 128,853,875
484,460,835 484 460,835
1] 0
115,768,800 115,768,800
78,729,366 78,729,366
24,280,712 24,280,712
840,120,348 840,120,348 0 0
617,903 617,903
229,416,299 229,416,299
899,156,421 899,156,421
119,726,878 119,726,878
161,470,226 161,470,226
72,991,217 72,991,217
1,483,378,944| 1,483,378,944 0 0
1] 0
0 0
0 0
.0 0
0 0
0 0
0 0
0 4] 4] 0
393,704 393,704
8,150,271 8,150,271
3,371,626 3,371,626
436,877 436,877
22,779,984 22,779,984
6,674,134 6,674,134
1,092,833 1,092,833
42,899,429 42,899 429 0 0
2,366,398,721| 2,366,398,721 0 0
9,833,085 9,833,085
8,073,681 8,073,681
124,857,725 124,857,725
66,632,752 66,632,752




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Gross Plant

355 Poles and Fixtures
356 Overhead Conductors and Devices
357 Underground Conduit

358 Underground Conductors and Devices

359 Roads and Trails
Total Transmission Plant

Distribution Plant;

360 Land and Land Rights

361 Structures and improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices
366 Underground Conduit

367 Underground Conductors and Devices

368 Line Transformers

369 Services

370 Meters

371 Installations on Customer Premises

372 Leased Property on Customer Premises

373 Street Lighting and Signal Systems
Total Distribution Plant

General Plant:

389 lLand and Land Rights
390 Structures and Improvements
391 Office Furniture and Equipment
392 Transportation Equpment
393 Stores Equipment
394 Tools, Shop and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communication Equipment
398 Miscellaneous Equipment

Subtotal
399 Other Tangible Property

Total General Plant

TOTAL

Exhibit MKO-1C
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Adjusted
Test Year Generation ~ Transmission Distribution
5,653,323 5,653,323
43,975,550 43,975,550
34,250,903 34,250,903
18,895,858 18,895,858
13,879 13,879
312,186,756 0 312,186,756 0
8,902,261 8,902,261
41,029,378 41,029,378
318,016,298 318,016,298
0 0
218,026,447 218,026,447
168,933,236 168,933,236
74,561,251 74,561,251
112,816,627 112,816,627
150,946,402 150,946,402
57,792,430 57,792,430
59,652,919 59,652,919
37,793 37,793
0 0
22,510,688 22,510,688
1,233,225,730 0 0 1,233,225,730
6,199,971 3,729,653 147,107 2,323,211
64,438,073 38,763,352 1,528,923 24,145,798
48,657,786 29,270,566 1,154,504 18,232,716
16,877,412 10,152,772 400,451 6,324,190
2,340,839 1,408,155 55,541 877,143
9,830,485 5,913,624 233,248 3,683,613
6,289,389 3,783,443 149,228 2,356,717
1,304,358 784,649 30,249 488,760
88,873,334 53,462,622 2,108,698 33,302,014
432,311 260,061 10,257 161,993
245 243,958 147,528,897 5,818,906 91,896,155
7 0 0 0
245,243,958 147,528,897 5,818,906 91,896,155
$4,201,155,690| $2,540,456,719 $319,052.035 $1,341,646,935




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Accumulated Depreciation

Intangible Plant:

301 Organization

302 Franchises and Consents

303 Miscellaneous Intangible Plant
Total Intangible Piant

Production Plant:
Steam Production Plant

310 Land and Land Rights

311 Structures and Improvements

312 Boiler Plant Equipment

313 Engines/Engine-Driven Generators

314 Turbogenerator Units

315 Assessory Electric Equipment

316 Misc. Power Plant Equipment
Total Steam Production Plant

Nuclear Production Plant

320 Land and Land Rights

321 Structures and Improvements
322 Reactor Plant Equipment

323 Turbo Generator Units

324 Accessory Electric Equipment
325 Misc. Power Plant Equipment

Total Nuclear Preduction Plant

Hydraulic Production Plant
330 Land and Land Rights
331 Structures and Improvements
332 Reservoirs, Dams, and Waterways

333  Water Wheels, Turbines, and Generators

334 Accessory Electric Equipment

335 Misc. Power Plant Equipment

336 Roads, Railroads, and Bridges
Total Hydraulic Production Plant

Other Production Plant

340 Land and Land Rights
341  Structures and improvement

342 Fuel Holders, Products, and Accessories

343 Prime Movers

344 Generators

345 Accessory Electric Equipment

346 Misc. Power Plant Equipment
Total Other Production Plant

Total Production Plant

Transmission Plant:

350 Land and Land Rights

352 Structures and Improvements
353 Station Equipment

354 Towers and Fixtures

355 Poles and Fixtures

Adjusted
Test Year Generation Transmission Distribution
$0
0
0
0 0 0
0 0
73,121,619 73,121,619
218,157,215 218,157,215
0 0
64,854,044 64,854,044
40,961,416 40,961,416
14,257,747 14,257,747
411,352 041 411,352,041 0
0 0
125,861,202 125,861,202
334,538,435 334,538,435
67,672,070 67,672,070
86,509,467 86,599,467
36,502,357 36,502,357
651,173,531 651,173,531 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0 0
0 0
3,289,817 3,289,817
1,583,911 1,583,911
223,568 223,568
10,856,250 10,856,250
1,919,779 1,919,779
1,128,485 1,128,485
19,001,810 19,001,810 0
1,081,527,382| 1,081,527,382 0
0 0
1,960,150 1,860,150
53,293,616 53,293,616
23,349,334 23,349,334
1,666,715 1,666,715
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Accumulated Depreciation

Exhibit MKO-1C
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Adjusted
T ear Generation Transmission Bistribution

356 Overhead Conductors and Devices 21,424,367 21,424,367
357 Underground Conduit 8,072,593 8,072,593
358 WUnderground Conductors and Devices 7,918,705 7,918,705
359 Roads and Trails 5,122 5,122

Total Transmission Plant 117,690,602 0 117,690,602 0
Distribution Plant:
360 Land and Land Rights 0 o
361 Structures and Improvements 13,307,734 13,307,734
362 Station Equipment 85,204,592 85,204,592
363 Storage Battery Equipment 0 0
364 Poles, Towers, and Fixtures 66,699,658 66,699,658
365 Qverhead Conductors and Devices 60,090,427 60,090,427
266 Underground Conduit 15,840,062 15,840,062
367 Underground Conductors and Devices 34,037,405 24,037,405
368 Line Transformers 51,529,607 51,529,607
369 Services 19,868,087 19,868,087
370 Meters 25,120,856 25,120,856
371 Installations on Customer Premises (37,544} (37,544)
372 Leased Property on Customer Premises 0 0
373 Street Lighting and Signal Systems 14,747,084 14,747,084

Total Distribution Plant 386,407,968 0 0 386,407,968
General Plant;
389 Land and Land Rights 0 0] 0 0
390 Structures and Improvements 22,588,933 13,588,593 535,968 8,464,372
391 Office Fumniture and Equipment 20,284,790 12,202,513 481,297 7,600,979
392 Transporiation Equpment 9,511,415 5,721,685 225,677 3,564,053
393 Stores Equipment 880,929 529,931 20,902 330,096
394 Tools, Shop and Garage Equipment 3,534,301 2,126,093 83,858 1,324,349
395 Laboratory Equipment 2,217,133 1,333,738 52,606 830,789
306 Power Operated Equipment 855,117 514,404 20,289 320,424
387 Communication Equipment 49,504 356 209,833,069 1,176,726 18,583,661
398 Miscellaneous Equipment 169,296 ) 101,842 4,017 63,437

Subtotal 109,636,270 65,952,768 2,601,341 41,082,161
399 Other Tangible Property 0 0 0 0

Total General Plant 109,636,270 65,952,768 2,601,341 41,082,161

TOTAL $1,695,262,222| $1,147,480,150  $120,291,943  $427.490,128
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
Net Book Value

Adjusted
Test Year Generation Transmission Distribution
Intangible Plant:
301 Organization $100,275 $60,321 $2,379 $37.574
302 Franchises and Consents 6,830 4,109 162 2,559
303 Miscellaneous Intangible Plant 43,993,420 26,464,671 1,043,832 16,484,916
Total intangible Plant 44,100,525 26,529,101 1,046,374 16,525,050
Production Plant;
Steam Production Plant
310 Land and Land Rights 8,026,760 8,026,760 0 0
311 Structures and Improvements 55,732,256 55,732,256 0 0
312 Boiler Plant Equipment 266,303,620 266,303,620 o 0
313 Engines/Engine-Driven Generators 0 0 0 0
314 Turbogenerator Units 50,914,756 50,914,756 0 1]
315 Assessory Electric EQuipment 37,767,950 37,767,950 0 o
316 Misc. Power Plant Equipment 10,022,965 10,022,965 Y] 0
Total Steam Production Plant 428,768,307 428,768,307 0 0
Nuclear Production Plant
320 Land and Land Rights 617,903 617,903 0 1]
321  Structures and Improvements 103,555,097 103,555,097 0 0
322 Reactor Plant Equipment 564,617,986 564,617,986 0 0
323 Turbo Generator Units 52,054,808 52,054,808 0 0
324 Accessory Electric Equipment 74,870,759 74,370,759 ] V]
325 Misc. Power Plant Equipment 36,488,860 36,488,860 0 0
Total Nuclear Production Plant 832,205,413 832,205,413 0 0
Hydraulic Production Plant
330 Land and Land Rights 1] 0 0 4]
331 Structures and Improvements 0 0 0 0
332 Reservoirs, Dams, and Waterways 0 0 0 0
333 Water Wheels, Turbines, and Generators 0 0 0 0
334 Accessory Eiectric Equipment 0 0 0 o
335 Misc. Power Plant Equipment 0 0 0 0
336 Roads, Railroads, and Bridges 0 0 0 0
Total Hydraulic Production Plant 0 0 0 0
Other Production Plant
340 Land and Land Rights 393,704 393,704 0 0
341 Structures and Improvement 4,860,454 4,860,454 0 0
342 Fuel Holders, Products, and Accessories 1,787,715 1,787,715 0 0
343  Prime Movers 213,309 213,309 0 0
344 Generators 11,923,734 11,923,734 0 0
345 Accessory Electric Equipment 4,754,355 4,754,355 0 0
346 Misc. Power Plant Equipment (35,652) (35,652) 0 0
Totaf Other Production Plant 23,897,619 23,897,619 0 0
Total Production Plant 1,284,871,339] 1,284,871,339 0 0
Transmission Plani:
350 Land and Land Rights 0,833,085 0 9,833,085 0
352 Structures and Improvements 6,113,531 0 6,113,531 0
353 station Equipment 71,564,109 0 71,564,109 0
354 Towers and Fixtures 43,283,418 0 43,283,418 0
355 Poles and Fixtures 3,986,608 0 3,986,608 0




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Net Book Value

356 Overhead Conductors and Devices
357 Underground Conduit

358 Underground Conductors and Devices

359 Roads and Trails
Total Transmission Plant

Distribution Plant:

360 Land and Land Rights

361 Structures and Improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices
366 Underground Conduit

367 Underground Conductors and Devices

368 Line Transformers

369 Services

370 Meters

371 Installations on Customer Premises

372 Leased Property on Customer Premises

373 sStreet Lighting and Signal Systems
Total Distribution Plant

General Plant:

389 Land and Land Rights
390 Structures and mprovements
391 Office Fumiture and Equipment
392 Transportation Equpment
353 Stores Egquipment
394 Tools, Shop and Garage Equipment
395 Laboratory Equipment
396 Power Operated Equipment
397 Communication Equipment
398 Miscellaneous Equipment

Subtotal
399 Other Tangible Property

Total General Plant

TOTAL
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Adjusted
Test Year Generation Transmission Distribution
22,551,183 0 22,551,183 0
26,178,310 0 26,178,310 0
10,977,153 0 10,977,153 0
8,757 0 8,757 0
194,496,154 0 194,466,154 0
8,902,261 0 0 8,902,261
27,721,644 0 0 27,721,644
232,811,706 0 0 232,811,706
0 0 0 0
151,326,789 0 0 151,326,789
108,842,809 0 0 108,842,809
58,721,189 0 0 58,721,189
78,779,222 0 0 78,779,222
99,416,795 0 0 99,416,795
37,924,343 0 0 37,924,343
34,532,063 0 0 34,532,063
75,337 0 0 75,337
0 0 0 0
7,763,604 0 0 7,763,604
846,817,762 0 0 846,817,762
6,199,971 3,729,653 147,107 2,323,211
41,849,140 25,174,759 992,955 15,681,426
28,372,996 17,068,053 673,206 10,631,737
7,365,997 4,431,087 174,773 2,760,137
1,459,910 878,223 34,639 547,048
6,296,184 3,787,531 149,390 2,359,263
4,072,256 2,449,705 96,622 1,525,928
449,241 270,245 10,659 168,337
39,278,978 23,628,653 931,973 14,718,353
263,015 158,219 6,241 98,555
135,607,688 81,576,128 3,217,565 50,813,995
0 0 0 0
135,607,688 81,576,128 3,217,565 50,813,995
$2,505,893 468 $1,392,076,569 _ $108,760,092 _ $914,156,807
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Deferred Taxes
Adjusted
Test Year Generation Transmission Distribution

intangible Plant;
301 Organization $

302 Franchises and Consents
303 Miscellaneous Intangible Piant
Total Intangible Piant

(=1l N=l=]
(=]
[ =]
(=]

Production Plant:
Steam Production Plant

310 Land and Land Rights

311 Structures and Improvements

312 Boiler Plant Equipment

313 Engines/Engine-Driven Generators

314 Turbogenerator Units

315 Assessory Electric Equipment

316 Misc. Power Plant Equipment
Total Steam Production Plant 64,681,794 64,681,794 0 0

Nuclear Production Plant

320 Land and Land Rights
321 Structures and Improvements
322 Reactor Plant Equipment
323 Turbo Generator Units
324 Accessory Electric Equipment
325 Misc. Power Plant Equipment

Total Nuclear Production Plant 463,724,398 463,724,398 0 0

Hydraulic Production Plant

330 Land and Land Rights
331  Structures and Improvements
332 Reservoirs, Dams, and Waterways
333 Water Wheels, Turbines, and Generators
334 Accessory Electric Equipment
335 Misc. Power Plant Equipment
336 Roads, Railroads, and Bridges

Total Hydraulic Production Plant 0 0 0 0

Other Production Plant
340 Land and Land Rights
341 Structures and Improvement
342 Fuel Holders, Products, and Accessories
343 Prime Movers
344 Generators
345 Accessory Electric Equipment
346 Misc. Power Plant Equipment

Total Other Production Plant 3,269,464 3,269,464 0 0

Total Production Plant 531,675,656 531,675,656 0 0

Lransmission Plant:

350 Land and Land Rights

352 Structures and improvements
353 Station Equipment

354 Towers and Fixiures

355 Poles and Fixtures




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Deferred Taxes
Adjusted

Test Year
356 Overhead Conductors and Devices
357 Underground Conduit
358 Underground Conductors and Devices
359 Roads and Trails

Generation

Exhibit MEKO-1C
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Transmission Distribution

Total Transmission Plant 66,918,643

66,918,643 0

Distribution Plant:

360 Land and Land Rights

361 Structures and Improvements

362 Station Equipment

363 Storage Battery Equipment

364 Poles, Towers, and Fixtures

365 Overhead Conductors and Devices
366 Underground Conduit

367 Underground Conductors and Devices
368 Line Transformers

369 Services

370 Meters

371 Installations on Customer Premises

372 Leased Property on Customer Premises
373 street Lighting and Signal Systems

Total Distribution Plant 210,550,595

0 210,550,595

General Plant;

389 Land and Land Rights

390 Structures and Improvements

391 Office Fumiture and Equipment
392 Transportation Equpment

393 Stores Equipment

394 Tools, Shop and Garage Equipment
395 Laboratory Equipment

396 Power Operated Equipment

397 Communication Equipment

398 Miscellaneous Equipment

Subtotal 25,765,908

15,499,733

611,348 9,654,827

399 Other Tangible Property 0

Total General Plant 25,765,908

15,499,733

611,348 9,654,827

TOTAL $834,910,802

$547,175,389

367,529,991  $220,205,422




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Operating Revenues;

Electric Service Revenues
Residential Sales
Commercial Sales
Industrial Sales
Public Street and Highway Lighting
Sales For Resale - Pitcaim
Totai Electric Service Revenues

440
442
442
444
447

Other Electric Revenues
Late Payment Charges
Miscellaneous Service Revenues
Rent from Electric Property
Other Electric Revenues
Sales For Resale - Other Utilities
Total Other Electric Revenues

450
451
454
456
447

Total Operating Revenues

Operating Expenses:

Production Expense

Operation Supervision and Engineering

Fuel

Steam Expenses

Eiectric Expenses

Miscellaneous Laber and Expenses

Rents

Emission Allowance

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Boiler Plant

Maintenance of Electric Plant

Maintenance of Misc. Plant Equipment
Total Steam Power O&M Expenses

Operation Supervision and Engineering

Fuel

Coolants and Water

Steam Expenses

Electric Expenses

Miscellaneous Nuclear Power Expenses

Rents

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Reactor Plant

Maintenance of Electric Plant

Maintenance of Misc. Nuclear Plant
Total Nuclear Power O&M Expenses

Operation Supervision and Engineering

Fuel

Generation Expenses

Miscelianeous Other Power Expenses

500
501
502
505
506
507
509
510
511
512
513
514

517
518
519
520
523
524
525
528

529

530
531

532

546
547
548
549
551

552 Maintenance of Structures
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Maintenance Supervision and Engineering

Adjusted
Test Year Generation Transmission Distribution
$418,472,000
502,592,269
199,641,293
17,041,385
858,210
1,138,605,157 0 0 0
4,746,547
1,454,946
7,608,687
23,127,932
35,642,755
72,580,867 0 0 0
1,211,186,024 0 0 0
6,004 646 $6,004,646
156,405,163 156,405,163
8,590,515 8,590,515
2,104,874 2,104,874
6,759,727 6,759,727
335,478 335,478
2,068,025 2.068,025
1,245 970 1,245,970
960,939 960,939
15,393,792 15,393,792
4,024,699 4 024,699
4,637,547 4.637,547
208,531,375\ 208,531,375 0 0
13,575,986 13,575,986
25,740,809 25,740,809
558,656 558,656
5,455,447 5,455,447
129,447 129,447
16,937,324 16,837,324
46,223,120 46,223,120
3,295,342 3,295,342
1,641,883 1,641,883
7,760,707 7,760,707
3,324,829 3,324,829
8,020,938 8,020,938
132,664,488 132,664,488 0 0
26,232 26,232
201,637 201,637
25,322 25,322
130,029 130,029
26,391 26,391
32,128 32,128




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

553
554

555
556
557
557

560
561
562
563
564
565
566
567
568
569
§70
571
572
573

580
581
582
583
584
585
586
587
588
589
580
591
582
593
584
595
596
597
598

o501
902
903
904
905

Maintenance of Electric Plant
Maintenance of Misc. Generation Plant
Total Other Power O&M Expenses
Purchased Power
System Load Dispatching
Other Power Supply Expense
Deferred Energy Costs
Total Power Production Expenses

Transmission Expenses
Operation Supervision and Engineering
Load Dispatching
Station Expenses
Overhead Line Expenses
Underground Line Expenses
Transmission of Electricity by Others
Miscellaneous Expenses
Rents .
Maintenance Supervision and Engineering
Maintenance of Structures
Maintenance of Station. Equipment
Maintenance of Overhead Lines
Maintenance of Underground Lines
Maintenance of Misc. Transmission Plant

Total Transmission Expenses

Distribution Expenses
Operation Supervision and Engineering
Load Dispatching
Station Expenses
Overhead Line Expenses
Underground Line Expenses
Street Lighting and Signal System
Meter Expenses
Customer Installations
Miscellaneous Expenses
Rents .
Maintenance Supervision and Engineering
Maintenance of Structures
Maintenance of Station Equipment
Maintenance of Overhead Lines
Maintenance of Underground Lines
Maintenance of Line Transformers
Maint. of Street Lighting and Signal System
Maintenance of Meters
Maintenance of Misc. Distribution Plant

Total Distribution Expenses

Customer Accounts Expenses
Supervision
Meter Reading
Customer Records and Collection
Uncollectible Accounts
Miscellaneous Customer Accounts Exp.
Total Customer Accounts Expenses
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Adjusted
Test Year Generation Transmission Distribution
36,380 36,380
17,924 17,924
496 043 496,043 0 0
32,269,274 32,269,274
828,636 828,636
382,659 382,659
0 1]
375,172,475 375,172,475 0 0
289,396 - $289,396
715,428 715,428
585615 585,615
3,116 3,116
33,965 33,965
5.411,140 5,411,140
64,167 64,167
486,227 486,227
61,655 61,655
457 572 457,572
438,228 438,228
2,275,982 2,275,982
40,997 40,997
0 0
10,863,488 0 10,863,488 0
2,216,899 $2,216,899
574,447 574 447
2,833,152 2,833,152
3,631,484 3,631,484
802,063 802,063
292,590 292,590
1,285,488 1,285,488
3,447,613 3,447 613
3,192,187 3,192,187
1,827,440 1,827,440
454 314 454,314
466,745 466,745
1,457,120 1,457,120
13,504,784 13,504,784
845,121 845121
105,029 105,029
84,234 84,234
596,821 596,821
403,934 403,934
38,021,465 0 0 38,021,465
3,406,371 3,406,371
4,382,518 4,382,518
13,520,070 13,620,070
11,000,000 11,000,000
187,178 187,178
32,496,137 0 0 32,496,137




DUQUESNE LIGHT COMPANY -
Cost of Service Functionalization
For the Year Ended December 31, 1996

Customer Service and Info Expenses
Supervision
Customer Assistance Expenses
info and Instructional Advertising Expenses
Misc. Customer Service and Info Expenses
Total Customer Service and Info Expenses

807
208
909
210

Sales Expenses
911 Supervision
912 Demonstrating and Seilling
913 Advertising
916 Miscellaneous Sales Expenses
Total Sales Expenses

Administrative and Generai Expenses
Administrative and General Salaries
Office Supplies and Expenses
Administrative Expense Transferred
Cutside Services Employed
Property Insurance
Injuries and Damages
Employee Pension and Benefits
Regulatory Commission Expenses

929 Duplicate Charges

930 Miscellaneous General Expenses

931 Rents

935 Maintenance of General Plant

Total Administrative and General Expenses

920
921
922
923
924
925
926
928

Total Operating Expenses

403 Depreciation Expense

403 Nuclear Decontamination and
Dismantling Expense

404 Amortization of Leasehold Improvements

405 Amortization of Early Window Costs

405 Amortization of Transition Costs

406 Amortization of Utility Plant Adjustments

407 Amortization of Perry Unit No. 2
Abandonment Loss

408 Taxes Other Than Incomne Taxes

Total Operating Expenses Before
Federal and State Income Taxes

Net Operating Income Before
Federal and State Income Taxes

409 Federal Income Tax

409 State Income Tax

410 Deferred Federal Income Tax

410 Deferred State income Tax

411 Income Tax Deferred in Prior Years
411 Amortization of Investment Tax Credits
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Adjusted

Test Year Generation  Transmission  Distribution
176,328 176,328
1,740,258 1,740,258
220,069 220,069
30,974 30,974
2,167,629 0 0 2,167,629
18,837 18,837
4,377,036 4,377,036
19,427 19,427
118,689 118,689
4,533,989 0 0 4,533,989
26,338,845 15,844,389 524,942 9,869,514
5,596,877 3,366,856 132,797 2,097,224
(6,171,869] (3,712,748) (146,440) (2,312,681)
8,467,154 5,003,499 200,900 3,172,755
5,604,103 5,155,774 57,196 391,133
3,604,775 2,168,488 85,531 1,350,757
13,504 446 8,123,731 320,420 5,060,295
1,790,074 1,076,838 42 473 670,764

(1,247,245) (750,292) {29,593} (467,359)

20,628,427 16,124,258 304,936 4,189,233

11,498,652 6,917,126 272,82 4,308,697

3,262,706 641,465 488,802 2,132,439

92,876,945 60.049,38.3 2,354,793 30,472,770
556,132,128 435,221,858 13,218,281 107,691,990
197,588,875 151,016,336 6,734,746 39,837,794

0
8,193,897 4,676,182 448,779 3,068,936
0
84,031,667 84,031,667
0
0 .

80,216,810 57,682,569 1,341,908 21,192,333
926,163,377 732,628,612 21,743,713 171,791,052
285,022,647 (732,628,612) (21,743,713) (171,791,052)

93,003,328 73,568,884 2,183,457 17,250,887

34,346,324 27,169,180 806,355 6,370,789
(26,940,324)  (30,241,939) 370,938 2,930,677

1,014,841 802,776 23,826 188,240

(36,611,485) (28,961,004) {859,535) (6,790,945)

(7,838,483) (6,200,523) (184,026) (1,453,935)




DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1896

411 Gain From Disposal of Allowances
Total Income Taxes
Net Uiility Operating Income
418 Equity in Subsidiary Company's Eamings
418 Non-Operating Renial Income & Expense
419 Interest Revenues
419 Allowance For Funds Used During Construction
421 Miscellaneous Non-Operating Income
Total Other Income
426 Donations
426 Civic, Political and Related Activities
426 Other

Total Other Income Deductions
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409 Federal Income Tax
409 State Income Tax
420 Investment Tax Credit

Total Taxes Applicable to Other Income
and Deductions

Income Before interest Charges

Interest Charges

427 Interest on Long-Term Debt

428 Amortization of Debt Discount and Expense

429 Amortization of Premium on Debt

431 Other Interest

432 Allowance For Borrowed Funds Used
During Construction

Total Interest Charges

Net Income

Adjusted
Test Year Generation Transmission Distribution
(226,313} (179,022} (5,313) (41,978)
56,747,888 35,058,453 2,335,702 18,453,733
228,274,759 (768,587,064) (24,079,415) (190,244,785)
11,953,912
(57,428]
11,563,066
1
3,452,177
26,911,728 0 0 0
1,606,873
725,714
6,330,988
8,663,575 0 0 0
(418,561)
(779,727)
{1,720,529)

(2,918,817) 0 0 0
249,441,729 (768,587,064) (24,079,415) (190,244,785)
82,504,832 44,537,921 7,079,971 30,886,940

2,326,349 (477,001) 522,761 2,280,588
(118,820) {64,142) {10,196) (44,482)
26,670,636 14,397,395 2,288,682 9,984,559
{1,249,515) (674,516) (107,224) (467,775)
110,133,482 57,719,658 9,773,984 42,639,831 .
$139,308,247 || ($826,306,722) ($33,853 409) ($232,884,616)

1
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

IEDJUSTMENT 5 ]

Residential revenues $3,389,000

Commercial revenues 4,038,000
Industrial revenues 1,642,000
Street Lighting revenues 135,000
Residential revenues $10,794,458
Commercial reventes 21,248,163
industrial revenues 8,472 404
Street Lighting revenues . 233,233
Pitcaim revenues 927
] ize effect of refueli I ARG
BV1 and BV2 1996 outage costs $18,842,000
A&G percentage 13.4%
A&G revenues related to outages 2,524,828
Portion in excess of 12 months 1/3
Adjustment to A&G revenues $841.609
T i ) . fective 10/1/96
Annual union wages $54,858,562
Average percentage increase 3.0%
Annual union wage increase 1,648,757
Pertion included in base 1996 3/4
Adjustment to annualize 1,236,568
Generation % of labor 39.9% $493,993
Transmission % of labor 2.2% $26.934
Distribution % of labor 34.4% $425,368
A&G % of labor 23.5% $290,272
aririiig = |AJE = e £ASE CIE C
Annual management wages $50,853,070
Average percentage increase 3.0%
Annual management wage increase 1,525,562
Generation % of labor iﬁﬁi $609,454
Transmission % of labor 2.2% $33,230
Distribution % of labor 34.4% $524,790
A&G % of laber 235% $358,118
Labor increase $2,762,180
Fringe rate 28.2%
Fringes on wage increases $778,929
Increased Increased Increased
Avg. Year-end Customers  Avg Usage Usage Avg Rate Revenues
Residential 522,004 522773 769 6,362 4,892,202 $0.122 $595,430
Commercial 53,831 54,056 225 106,581 23,580,592 $0.083 1,886,715
Industrial 2018 2,08 0 1,627,843 0 $0.058 0

Street Lighting 1,885 1,891 6 37,359 224,155 $0.236 52,906



DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996
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EDJUSTM’EHTS ]
Balance 1/9 Annual Base Year Difference
Regulatory tax receivable $244,800,000 $27,200000 $12,634,000 $14,566,000 Deferred tax expense
Unameortized premium on reacquired debt 56,949,000 6,327 667 3,336,466 2,991,200 Interest expense
Unamortized debt expense 5,476,000 508,444 428,066 179,379 Interest expense
BV No. 2 premium on reacquired deblt 30,058,000 3,335,880 1,505,001 1,834,888 Nuclear rent expense
Deferred rate synchronization costs 41,446,000 4,605,111 9,702,476 (5,097 365)Depreciation/Amortization
Injuries and damages 9,053, 1,005,889 0 ,005,
Compensated absences 7.954 000 B83,778 0 883,778
Deferred nuclear refueling outage costs 13,461,000 1,495,667 0 1,495,667
Pre-accrual of nuclear refueling outage costs 9,665,000 1,073,889 o] 1,073,889
DOE decontamination and decommissioning §,780,000 1,086,667 907,608 179,081 Nuclear fuel
‘Deferred coal costs 12,130,000 1,347,778 1,774,556 (426,778)Fossil fuel
Deferred caretaker costs 6,772,000 752,444 0 752,444
BV2 training costs 2,616,000 250,867 90,300 200,367 Misc. nuclear power
Low leve! radioactive waste 2,274,000 252,667 0 252,667
Deferred pilot program costs 4,350,000 483333 0 483 333
Nuclear decommissioning 108,000,000 12,000,000 §,027,197 6,972,803 Depreciation
Fossit decommissioning 191,500,000 21,277,778 0 24277778
§756,285,000  $84 031667 $35406 667 $48624,999
Toan; [ze eff of in sale
Ft. Martin-related A&G billings {305,655)
Taxes other than income {4,352,878)
Sales for resale - other utilities {22,649,094)
Operation Supervision and Engineering {363,575}
Fuel (18,217,806)
Steam Expenses (413,389)
Eiectric Expenses (43,591)
Miscellaneous Labor and Expenses (662,387)
Rents (256)
Maintenance Supervision and Engineering {258,352)
Maintenance of Structures (294,925)
Maintenance of Boiler Plant {1,372,988)
Maintenance of Electric Plant (775,026)
Maintenance of Misc. Plant Equipment {715,783)
Depreciation 25,000,000
Residential revenues (S00,000)
13.T ize FERC audit adi
T ize fuel ct . I [
Increased
Usage Avg Rate
Residential 4,892 202 $0.015 $73,082
Commercial 23,980,692 $0.015 358,236
Industrial 0 $0.015 0
Street Lighting 224,155 $0.015 3,349
$434 667
15, To $ax effect above changes
Current Taxes: Entries
Qperating revenue effects $28,301,878 1,23,10,12
Operating expense/General tax effects {23,149597)456,7,11,12,14
Less deferred tax items:
Deferred fuel expense 4,527,073 7
Current effects (27 676,670)
Change in taxable income 55,978,548
State tax effect 5,215871
Federal tax effect 17,766,902
Defarred Taxes:
Deferred fuel expense 45270737
Depreciation and amortization expense 85,476,761 9,11,1213
Interest 3,765,532
Change in taxable income (86,238,302)
State tax effect (220,443)
Federal tax effect (30,106,251



DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

[ADJUSTMENTS ]

1. To reclassify Pemy-related intangibles

2. To reclassify SFAS 109-related balances

Accumulated depreciation 21,400,000
Deferred taxes 446,741,288
3. To eliminate Warwick balances from rate base
Gross plant $72,495 480
Accumulated depreciation 57,200,566

4. To normalize for increase in depreciation in 1997

5. To eliminate non-rate base deferred taxes

Exhibit MKC-1D
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Exhibit MKO-1E

Adjusted
TostY Adi g . 1 . Distribyt
Qperating Revenues,
Electric Service Revenues
440 Residential Sales $404,182,112  $14,288,888 121012 3418.472,000
442 Cormmercial Sales 475,319,391 27272878 1210 502,592 268
442  |ndustrial Sales 188,526,889 10,114.404 1,210 199,641,293
444  Public Street and Highway Lighting 16,620,246 421,138 1,210 17,041,285
447 Sales For Resals - Pitcaim 857,283 927 2 858210
Total Electric Sarvice Revenues 1,086,506,921 52,098,236 1,138,605,157 0 [1]
Other Electric Revenues
450 Late Payment Charges 4,748,547 4,746,547
451  Miscellansous Service Revenuaes 1,454,946 1.454,946
454 Rent from Electric Property 7,608,687 7,608,687
458 Cther Electric Revenues 24,275,196 {1,147,264) 312 23,127,932
447  Sales For Resale - Other Utilities. 58,291,849 £45,084) 12 35,642 755
Total Qther Electric Revenues 96,377,225 (23,796,358} 72,580,867 [1] [1]
Total Operating Revenues 1,182 884,146 28,301,878 1,211,186,024 [} 0
Operating Expensas.
Production Expense
Operation Supervision and Engingering 5,264,774 79872 6612 6,004,646 36,004,646 Direct
01 Fuel 175,962,858  (19,557,695) 11,1214 156,408,163 156,405,163 Direct
502 Steam Expenses 9,003,504 {413,389} 12 8,580,515 8590515 Direct
50% Electric Expenses 2,148,465 {43,591) 12 2,104,874 2,104,874 Direct
506 Miscellaneous Labor and Expenses 7322114 (562,387) 12 6,759,727 6,759,727 Diréct
507 Rents 335,734 (256) 12 335,478 335,478 Direct.
509 Emission Allowance 2,068,025 2,068,025 2,068,025 Direct
510 Maintenance Supervision and Enginegefing 1,504,322 (258,352) 12 1,245,970 1,245970 Direct
511 Maintenance of Structures 1,255,864 (284,925) 12 560,939 950,939 Direct
512  Maintenance of Bailer Plant . 768, , 15,393,792 Direct
513 Maintenance of Elactic Flant , 4,024,893 Direct
514 Maintenance of Misc. Plant Equipment 363, R 4,637,547 Direct
Total Steam Power OZM Exp 789, 231, 208,531,375 0
517 Operation Supenvision and Engineering 13,575,986 13,575,988 13,575,986 Direct
518 Fuel 26,648,415 {907,608} 1" 25,740,809 25,740,809 Diract
5§19 Coclants and Water 558,656 558,656 558,656 Direct
520 Steam Expenses 5,455,447 5,455,447 5,455 447 Direct
523 EBlectric Expenses 129,447 128,447 129, 447 Direct
524 Miscellansous Nuclear Power Expanses 16,937,324 16,937,324 16,937,324 Direct
525 Rents 47.728121 {1,505,001) 11 46,223,120 45,223,120 Direct
528 Maintenance Supervision and Engineering 3,285,342 3,295,342 3,205,342 Direct
529 Maintenanca of Structures 1,641,883 1,641,883 1,641,883 Direct
530 Maintenance of Reactor Piant 7,760,707 7,760,707 7,760,707 Direct
531 Maintenance of Electric Plant 3,324,829 3,324,829 3,324,829 Direct
532 Maintenance of Misc. Nuclear Plant 8,111,238 {90,300) 11 8,020,938 8,020,938 Direct
Total Nugiear Power O8M Expenses 135,187, {2.502.907) 132,664,483 132,664,488 0
546 Operation Supervision and Engineering 26,232 26,232 26,232 Dirett
547 Fuel 201,837 201,837 201,637 Diract
548 Generation Expenses 25322 2830 25322 Direct
549  Miscallaneous Other Power Expenses 130029 130,028 130,029 Direct
454  Wainenance Supenvision and Enginesring 26,391 26,391 26,331 Direct
552 Maintenance of Siructures 32,128 32128 32128 Direct
553 Maintenance of Electric Plant 36,380 35,380 36,380 Direet
554  Mai 1ce of Misc. G ion Plant 17,924 17.924 17,924 Direct
Total Other Power O8M Expensas 496,043 [1] 456,043 496,043 [1]
555 Purchased Power 32,269,374 32,269,274 32,269,274 Diract
556 System Load Dispatching 828,636 828,636 828,636 Direct
557 Other Powsr Supply Expense 382,659 382659 382,659 Direct
557 Defsrmod Energy Costs (4.527.073) 4527 073 7 4§ 0 Direct
Total Power Production Expenses 296,406,835 {21,234 360) 375,172475] 375172475 0
Diract
Transmission Expenses Direct
560 Operation Supervision and Engineering 229,232 60,164 45 289,296 $289,396 Direst
561 Load Dispatehing 715428 715,428 715,428 Direct
562 #tation Expenses 585,615 585,615 585,615 Direct
563 Owwrhead Line Expenses 3116 3,116 3,116 Ditect
564 Underground Line Expenses 33,965 33,965 33,965 Direct
565 Transmission of Electricity by Others 5,411,140 5,411,140 5,411,140 Direct
566 Miscellaneous Expenses 64,167 84,167 64,167 Direct
567 Rents 486,227 486,227 486,227 Direct
568 Maintenance Supervision and Engineering 61,655 61,655 61,655 Direct
568 Maintenance of Structures 457,572 457,572 457,572 Direct
570 Maintenance of Station Equipment 438,228 438,228 438,228 Direct
571  Maintenance of Qverhead Lines 2,275,882 2,275,682 2,275,932 Direct
572 Maintenance of Underground Lines 40,997 40,897 40,997 Direct
573 Maintenanca of Misc. Transmission Plant 2 1] ) Diract
Total Transmission Expenses 10803324 — G0 A 10,663,488 0 10,863,458 0
Direct
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1996

Distribution Expenses
Operation Supetvision and Engineering
Load Dispatching
Station Expenses
Owverhead Line Expenses
Underground Line Expenses
Strest Lighting and Signal System
Expenses

-3

Meter

Customer Installations

Misceltaneous Expenses

Rents

Maintenance Supervision and Engineering

Maintenance of Structures

Maintenance of Station Equip it

Maintenance of Overhaad Lines

Maintenance of Underground Lines

Mai 0 of Line Transformers

Maint of Street Lighting and Signal Systern

Maintenance of Meters

Maintenance of Misc. Distribution Plant
Totzl Distributtan Expenses

Customer Accounts Expenses
Supetvision
Mater Reading
Customer Records and Collection
Uncollectible Accounts.
Miscellanecus Customar Accounts Exp.
Total Customer Accounts Expensas

BRRERYBLRELEEES

8

geags

Customer Service and Info Expenses
907 Supervision
508 Customer Assista Exp
909 Info and Instructional Advertising Expenses
810  Misc. Customer Service and info Expenses
Total Custorner Seivice and Info Expenses

Sales Expenses
911 Supervision
912 Demonstrating and Seling
913  Advertising
916 Miscellanecus Sales Expenses
Tota! Sales Expenses

Administrative and General Expenses
Administrative and General Safaries
Office Supplies and Expenses
Administrative Expense Transferred
Qutsida Services Employed
Proparty Insurance
Injuries and Damages
Employse Pension and Banefits
Regulatory Commission Expenses
Buplicate Charges
Miscellansous General Expenses
Rents
Maintenance of General Plant

Total Administrative and General Expenses

O§
N
-

BEERSHREER

Fotal Operating Expenses

403 Depraciation Expense

403 Nuclear Decontamination and
Dismantling Expense

404 Amertization of Leasehold Improvements

405 Amortization of Early Window Costs

405 Amortization of Transition Costs

406 Amortization of Utility Plant Adjustments

407 Amortization of Perry Unit No, 2
Abandonment Loss

408 Taxes Other Than Income Taxes

Total Operating Expanses Before
Federal and State Income Taxes

Net Cperating income Before
Federal and State Income Taxes

409 Faderal Income Tax

409 State Income Tax

410 Deferred Faderal Income Tax

410 Deferred State Income Tax

411 Income Tax Deferred in Prior Years
411 Amortization of Investment Tax Credits
411 Gain From Dispasal of Allowances

Total Income Taxes

Net Utility Operating income

Exhibit MKO-1E
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Adjusted
YestYear  Adjustments Geperstion  Impsmission  Distribution Direct Allocation
1,266,741 950,158 45 2,216,899 $2,246,899 Direct
574,447 574,447 574,447 Direct
2,833,152 2,833,152 2,833,152 Direct
3,631,484 3,631,484 3,631,484 Direct
802,063 802,063 802,063 Diract
292,590 292,590 292,590 Diroct
1,285,488 1,285,488 1,285,488 Cirect
3,447 613 3,447 813 3,447,613 Direct
3,192,187 3,192,187 3,192,187 Diroct
1,827,440 1,827,440 1.827 440 Direct
454,314 454,314 454,314 Direct
465,745 466,745 466,745 Direct
1,457,120 1,457,120 1,457,120 Direct
13,504,784 13,504,784 13,504,784 Direct
845,11 845,121 845,121 Direct
105,029 105,029 105,029 Direct
84,234 84,234 84,234 Direct
596,821 596,821 596,821 Direct
403 934 403 934 403,934 Direct
7,071,307 550,158 38,021,455 Q 1] 38,021,465
Direct
Direct
3406371 3,406,371 3,406,371 Direct
4,392518 4,382,518 4,382,518 Direct
13,520,070 13,520,070 13,520,070 Direct
11,000,000 11,000,000 11,000,000 Diract
187.178 187,178 187.178 Diract
32,496,137 1] 32496137 0 [1] 32,896.137
Direct
Direct
176,328 176,328 176,323 Direct
1,740,258 1,740,258 1,740,258 Direct
220,069 220,069 220,069 Direct
30,974 30,974 30,974 Direct
2,167,629 [} 2,167,629 [1] 1] 2,167,629
Direct
Direct
18,837 18,837 18,837 Direct
4,377,086 4,377,036 4,377.035 Direct
19,427 19,427 19,427 Direct
118,689 118,689 118,689 Direct
4533 989 Q 4533989 i [} 4533569
25,690,455 648,390 43 26,338,845 15,844,389 624,942 9,859,514 Labor$
5,596,877 5,596.877l 3,366,856 132,797 2,097,224 Labor §
{6,171,869) (6,171,869 (3,712,748) {146,440}  (2.312.681)Labor §
8,467,154 8,467,154 5,003,499 200,900 3,172,755 Labor §
5,604,103 5,604,103 5,155,774 57.196 391,133 Analysis of Insurance Costs
3604775 3,604,775 2,168,488 85531 1,350,757 Labor §
12725517 718,929 § 13,504 446 8123741 320,420 5,060,295 Labor $
1,790,074 1,790.074 1,076,836 42,473 570,764 Labor §
($.247,245) {1,247,245) (750,292) (29,593) {467,359) Labor §
20,628,427 20,628,427 16,124,258 304,938 4,199,233 See Attached
11,498,652 11,458,652 6917126 272,829 4,308,897 Labor $
3,262,706 3262706 641,465 488,802 2,132,439 See Attached
91,449,626 1,427,318 92 876.945 50,049,383 2,354,793 30472770
574,928,847 {18,796,719) 556,132,128 435221858 13,218,281 107,691,990
172,588,875 25,000,000 12 197,588,875 151,016,336 6,734,745 39,837,794 Detail Analysis
5,027,197 {5.027,197} " 1}
8,193,857 8,193,897 4,676,182 448,779 3,068,936 Labor §
9,702,476 (9,702,476) 11 0
0 84,021,687 " 84,031,667 84,031,667 Diroct
353,580 {353,560) 13 ]
8,471,653 (8.471,653) 9 0
84,569,688 {4,352 878) 12 80,216,810 57,682,569 1,341,908 21,192,333 Detail Analysis
863,836,213 62,327,164 926,163,377 732628612 21743713 171,791,052
319,047,833 (34,025,286) 285022,647 | (732628,612)  (21,743,713) (171,791,052)
94,901,767 (1,89843%) 8,15 93,003,328 73,568,984 2,183,457 17,250,887 O&M Expanse
29,130,353 5,215,971 15 34,346,324 27,168,180 806,355 6,370,789 OZM Expense
15799927  (42740,251) 11,15 (26,940,324)  (30,241,939) 370,938 2,930,677 Q&M Expense
1,235,284 (220,443) 15 1,014,841 802,776 23,826 188,240 OBM Expense
{36,611,485) (36,611,485) (28,961,004) (859,535} {6,790,946) O&M Expense
(7,838,433} (7,638,483 (6,200,523} (184,026} (1,453,935} O&M Expensa
(226,313} {226,313 {179,022} (5,313) {41,978} O&M Expense
96,301,050 {30843 162) 55,747,688 35,958,453 2,335,702 18,453,733
222 666,583 5617.876 228,274,759 (760,587,084}  (24,079,415) (190.244,785)




DUQUESNE LIGHT-COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

418 Equity in Subsidiary Company's Eamings
418 Non-Operating Rental Income & Expense
419 Interest Revenues

419 Allowance For Funds Used During Constructio

421 Miscelianeous Non-COperating Ineome
Total Other Income

426 Donations

426 Civie, Political and Related Activities

426 Other
Total Other Income Deductions

409 Federal Income Tax

403 State Income Tax

420 Investrnant Tax Credit

Total Taxes Applicable to Other Income
and Deductions

Inceme Blefore Interest Charges
Interest Charges
427 Interest on Long-Term Debt

428 Amortization of Debt Dis t and Exp

429 Amortization of Premium on Debt

431 Other Interest

432 Allowance For Borrowad Funds Used
During Construction

Total Interest Charges

Net Income

JestYear  Adjustmenis
31,619,253  (19,665341)
{57,428)
11,563,066

1
3452177

45577069 {19,665 341)

1,606,873
725714
£.330.988

8663575 L]

(418,561}

{779.727)
{1,720,529)

(2,918,817) 1]

263,489,194 {14,047 455)

82,504,832
6,001,881

(118,820)
26,670,638

(3.765,532;

{1,249,515)

113.899.014 {3,765,532)

$149,590 180 ($10,281,933)

8
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Adjusted . o R .
Genemtion =~ Imnsmission Distribution Allocation
11,953,912
{57 428)
14,563,066
1
3,452,177
26,911,728 0 ] 0
1,606,873
726,714
6.330.988
8,653,575 0 [ 0
(418,561
@727
(1,720,529
(2.918.81 0 ] ]
249,441,729 (768,587,064} {24.079.415) (190,244,785}
82,504,832 44,537,921 7.078.97% 30,886,940 Net Book Value
2326349 (477.001) 522,761 2,280,588 Net Book Value
{118,820 (64,142} {16,196) {44,482) Net Book Value
6,670636] 14,387,395 2,288,682 9,984,559 Net Book Value
{1.249.515 {674.516) {107.224) (467,775} Net Book Value
110,133,482 | 57,719,658 9773994 42639831
$139,308,247 § ($626,306,722) {533,853 400) (5232 684,616)
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization

For the Year Ended December 31, 1996

Gross Plant
Adjusted
Intangible Plant:
301 Organization $100,275 $100,275 $60.321 $2,37¢ $37,574 Labor §
302 Franchises and Consents 6,830 6,330 4,109 162 2,559 Labor $
303 Miscellaneous Intangible Plant 286,893,420 (243,000,000) 1 43,893,420 26,464,671 1.043.832 16,484,916 Labor §
Total Intangible Plant 287,100,525 (243,000,000} 44,100,525 26,529, 101 1,046,374 16,525,050
Steam Production Plant
3t0 Land and Land Rights 8,026,760 8,026,760 8,026,760 Direct
311 Structures and improvements 128,853,875 128,853,875 128,853,875 Direct
312 Boller Piant Equipment 4584 460,835 484,480,835 484,460,835 Direct
313 Engines/Engine-Driven Generators 0 0 0 Direct
314 Turbogenerator Units 115,768,800 115,768,800 115,768,800 Direct
315 Assessory Electric Equipment 78,729,366 78,729,366 78,729,365 Direct
316 Misc. Power Plant Equipment 24,280,712 24,280,712 24,280,712 Direct
Total Steam Production Plant 840,120,348 [ 840,120,348 840,120,348 [¢] 0
Nuclear Production Plant
320 Land and Land Rights 617,503 617,903 617,903 Direct
321 Structures and Improvements 229,416,299 229,416,299 229,416,299 Direct
322 Reactor Plant Equipment 656,156,421 243000000 1 889,156,421 599,136,421 Direct
323  Turbo Generator Units 118,726,878 119,726,878 119,726,878 Qirect
324 Accessory Electric Equipment 161,470,226 161,470,226 161,470,226 Direct
325 Misc. Power Plant Equipment 72,991,217 72,991,217 72,991,217 Direct
Total Nuclear Production Plant 1,240,378,944 243 000,000 1,483,378,544 1,483,378.944 [v] 0
Hydraulic Production Plant
330 Land and Land Rights 1} 4] o Direct
331 Structures and Improvements 0 0 1] Direct
332 Reservoirs, Dams, and Waterways 0 0 0 Direct
333 Water Wheels, Turbines, and Generators 1] 1} 0 Direct
334 Accessory Electric Equipment o o] 0 Direct
335 Misc, Power Plant Equipment 0 ¢ 1} Direct
33 Roads, Railroads, and Bridges 0 0 0 Direct
Tota! Hydraulic Production Plant 1] 0 0 0 [ 0
Other Production Plant
340 Land and Land Rights 393,704 393,704 393,704 Direct
341 Structures and Improvement 8,150,271 8,150,271 8,150,271 Direct
342  Fuel Holders, Products, and Accessofies 3,371,626 3371,626 3,371,626 Direct
343  Prime Movers 436,877 436,877 436,877 Direct
344 Generators 22,779,984 22,779,984 22,779,884 Direct
345 Accessory Electric Equipment 5,674,134 6,674,134 6,674,134 Direct
346 Misc, Power Plant Equipment 1,092,833 1,082,833 1,092,833 Direct
Total Cther Production Plant 42,899,429 4] 42,899,429 42,895,429 0 [}
Total Production Plant 2.123,398,721 243,000,000 2,366,398,721] 2,366.,398.721 0 0
1 ission Plant:
350 Land and Land Rights 9,833,085 $,833,085 9,833,085 Direct
352 Structures and Improvements 8,073,681 8,073,681 B,073.651 Ciirect
353 Station Equipment 124,857,725 124,857,725 124,857,725 Direct
354 Towers and Fodures 66,632,752 66,632,752 66,632,752 Ditect
355 Poles and Fitures 5,653,323 5,653,323 5,653,323 Direct
396 OQverhead Conductors and Devices 43,975,550 43,975,550 43,975,550 Direct
357 Underground Conduit 34,250,903 34,250,903 34,250,903 Direct
358 Underground Conductors and Devices 18,895,858 18,895,858 18,895,858 Direct
358 Roads and Trails 13,879 13,879 13,879 Direct
Total Transmission Plant 312,186,756 [1] 312,186,756 0 312,186,756 0
Distributign Plant:
360 Land and Land Rights 8,902,261 8,902,261 8,902,261 Direct
351 Structures and improvements 41,029,378 41,025,378 41,029,378 Direct
362 Station Equipment 318,016,298 318,015,298 318,016,298 Direct
363 Storage Battery Equipment 0 o 0 Direct
364 Poles, Towers, and Fixtures 218,026,447 218,026,447 218,026,447 Direct
365 Overhead Conductors and Devices 168,933,236 168,933,236 168,933,236 Direct
386 Underground Conduit 74,561,251 74,561,251 74,561,251 Direct
367 Underground Conductors and Devices 112,816,627 112,816,627 112,816,627 Direct
368 Line Transformers 150,946,402 150,946,402 150,546,402 Direct
369 Services 57,792,430 57,792,430 57,792,430 Direct
370 Meters : 59,652,919 53,552,918 59,652,919 Direct
371 Instalations on Customer Premises 37743 37,793 37,793 Direct
372 Leased Property on Customer Premises 0 0 0 Direct
373 Street Lighting and Signal Systems 22,510,688 22.510.688 22,510,688 Direct
Total Distribution Plant 1,233,226.730 1] 1.233.225,730 i 0 1,233235730
General Plant:
389 Land and Land Rights 6,199,971 6,198,971 3,729,653 147,107 2,323,211 Labor
390 Structures and tmprovements 64,438,073 64,438,073 38,763,352 1,528,923 24,145,798 Labor
391 Office Fumniture and Equipment 43,657,786 48,657,786 25,270,566 1,154,504 18,232,716 Labor
392 Transportation Equpment 16,877,412 16,877,412 10,152,772 400,451 6.324.190 Labor
393 Stores Equipment 2,340,838 2,340,838 1,408,155 55,541 877,143 Labor
394 Tools, Shop and Garage Equipment 9,830,485 9,830,485 5,913,624 233,248 3,683,613 Labor
395 Laboratary Equipment 6,280,389 6,289,389 3,783,443 149,228 2,356,717 Labor
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DUQUESNE LIGHT COMPANY
Cost of Service Functionalization
For the Year Ended December 31, 1896

Gross Plant
Adijusted
396 Power Operated Equipment 1,304,358 1,304,358 784,649 30,949 438,760 Labor
387 Communication Equipment 88,873,334 88 873,334 53,462,622 2,108,698 33,302,014 Labor
358 Miscellaneous Equipment 432 311 432,311 260,061 10,257 161,953 Labor
Subtotal 245,243,858 4] 245,243,958 147,528,897 5,818,905 91,856,155
399 Other Tangible Property 72,495,480 (72,495,480) 3 0 0 Q 0
Total General Plant 317,739,438 (72,495.480) 245 243 958 147 528,887 5,818,906 91,896,135
TOTAL $4,273,651,170 ($72 495 480} $4 201,155 @ $2 540,456,719  $319,052,035 $1,341,646,935
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DUQUESNE LIGHT COMPANY

Cost of Service Functionalization
For the Year Ended December 31, 1996

Labor: Duquesne
Light CAPCO Total %
Generation $42,270,373 $16,162,893 $58,433,266 47.9% 60.2%
Transmission 2,304,753 2,304,753 1.9% 2.4%
Distribution 36,398,242 36,398,242 29.8% 37.5%
Admin & General 24 838,263 24,838,263 20.4%

$105,811,631 $16,162,893 $121,974 524

Net Book Value; %
Generation $1,240,579,558 50.9% 54.0%
Transmission 197,208,738 8.1% 8.68%
Distribution 860,338,924 35.3% 37.4%
Admin & General 140,351,459 5.8%
$2 438,478 679

Average Net Book Value and Labor:

Generation 49.4% 57.1%
Transmission 5.0% 5.5%
Distribution 326% 37.5%
Admin & General 13.1%
Account 930 Generation Transmission Distribution
Total $20,628,427
CAPCO A&G (9,130,438) 8,130,438
EPRI dues (1,548,020) 1,008,319 68,853 470,848 Detail Analysis
General $9,949,969 5,985,501 236,083 3,728,385 Labor $

$16,124,258 $304,936 _ $4,199,233

Account 935
Total $3,262,706
T&D (2,074,417) $386,832 $1,687,585 Detail Analysis
General $1,188,289 641,465 101,970 444 854 |Labor $
$641,465 $488,802 $2,132,439
Account 408
Generation-related $28,013,551
Ft. Martin 4,352,878
$23,660,673
All else 56,556,137 34,021,856 1,341,908 21,192,333

$57,682,569  $1,341,908 $21,192,333
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Duguesne Statement No. 5

DIRECT TEST NY OF JAMES A. LAHTINEN

QUALIFICATIONS

Please state your name and business address.

My name is James A. Lahtinen and my business address is 411 Seventh Avenue,
Pittsburgh, Pennsylvania 15230-1930.

By whom are you employed and what is your position?

I am employed by Duquesne Light Company ("Duquesne”) as General Manager
of the Regulatory and Economic Analysis Unit.

Please describe your responsibilities as General Manager of the Regulatory and
Economic Analysis Unit.

I am responsible for overseeing the Company’s integrated resource plan, retail and
wholesale rates, and transmission pricing and policies.

How long have you been employed by Duquesne?

I have been employed by Duquesne since 1991.

What was your professional experience prior 1o joining Duquesne?

Prior to joining Duquesne, 1 was a consulting economist with Bower, Rohr and
Associates, Before that | was Manager of Regulatory and Economic Analysis at
Central Vermont Public Service Corporation. I have a B.A. and M.A. in

economics from the State University of New York at Plattsburgh and Albany,

respectively.
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Please explain your experience that is pertinent to the testimony vou provide in
this proceeding.

I have worked for 20 years as a consultant or analyst for utility regulators and as a
manager for utility companies. My experience has included testimony and
analyses with respect to a wide range of matters, including incentive ratemaking,
embedded and marginal cost of service studies, electrical load forecasting,
prudence of nuclear plant cost and in service schedules, economic evaluation of
demand side management programs, financiali analysis of cable television
franchise areas, economic analysis of nuclear plant abandonment decisions,
economic analysis of power purchase arrangements from utility and non-utility
generators, leasing arrangements between affiliated interests, cost of service
pricing of wholesale transmission service, review of market prices, and evaluation
of stranded costs.

Have you testified previously in regulatory or judicial proceedings?

Yes. I have testified before the Federal Energy Regulatory Commission
("FERC"), the New York State Public Service Commission, the New Hampshire
Public Utilities Commission, the Vermont Public Service Board, the New Jersey
Board of Public Utilities Control, the District of Columbia Public Service
Commission, and most recently (Docket No. C-00967749) before the

Pennsylvania Public Utilities Commission.
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PURPOSE AND SUMMARY OF TESTIMONY

What is the general purpose of your testimony?

My testimony addresses four major areas. First, I sponsor the Company's
unbundled ailocated cost of service study and the unbundled tariffs designed to
recover such costs. In doing so, I support the approach the Company has taken in
unbundling transmission, distribution, ancillary service and generation costs by
customer class. Second, 1 explain Duquesne's approach to calculating Customer

Generation Credits (“CGCs”) and Competitive Transition Charges (“CTCs™)

~ based on actual market price data. Third, I describe the rationale underlying

Duquesne’s proposed rate design and how these rates were calculated. Fourth, [

provide public data on market prices that corroborate the prices received by

Duquesne in its recent request for proposals.

Do you address other subjects in your testimony as well?

Yes. My testimony addresses a number of related topics, including:

» Separation of generation into market and above market components

¢ Customer choice options under Duquesne’s plan

o Conipliance with the rate cap and other provisions of the Electricity
Generation Customer Choice and Competition Act (hereafter referred to as the
“Act”)

o Modifications to Supplemental and Back-up rates and treatment of other

miscellaneous rates and riders.
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I also sponsor responses to several of the required data items identified in
Appendix A to the Commission’s order dated February 13, 1997 at Docket No.
M-00960890.

Please summarize your major conclusions?

I reach four major conclusions corresponding to the primary purposes of my
testimony described earlier. First, I conclude that Duquesne’s approach to
unbundling costs and designing rates to recover these costs fﬁlly complies with
the Act. Duquesne has unbundled its costs using methodologtes consistent with
those used in Duquesne’s most recent base rate proceeding, and with the guidance
regarding unbundling provided in FERC Order 888. Duquesne’s cost allocation
and rate design methodologies comply with the Act because allocated costs are
not shifted on an inter-class or intra-class basis. Also, Duquesne unbundies
existing rates in a manner consistent with the rate cap provisions in the Act.
Duquesne’s calculation of CTCs based on actual market price data meets the
“known and measurable” requirement-for stranded cost determination in the Act.
Finally, Duquesne’s proposed rate design provides Duquesne with a reasonable
opportunity to fully recover its stranded costs, consistent with the Act.

Second, I conclude that Duquesne’s calculation of CGCs and CTCs based on
actual market price information provides customers with the proper incentives and
promotes fair competition. Duquesne’s market-based methodology insures that
customers receive efficient price signals in determining whether to purchase

power from alternative suppliers. If the customer generation credit is less than the




10

11

12

14

15

16

17

18

19

20

[£8)
—

[
o

actual market price, customers will stay with the host utility for the wrong reason;
conversely, if the CGC is higher than actual market prices, customers will have an
artificial incentive to choose another supplier. Duquesne’s approach to CGC
calculation relies on “known and measurable” market evidence as opposed to
administratively determined market price forecasts. As Mr. Schnitzer describes,
these forecasts of market prices have routinely proven to be materially inaccurate.
Instead of such forecasts, Duquesne will conduct an annual solicitation to sell firm
power to establish the market value each year for purposes of determining a CGC
and CTC that is fair both to customers and shareholders.

Third, I conclude that Duguesne’s innovative rate design provides customers
with several key benefits and should be approved by the Commission. In
addition to rate unbundling, Duquesne proposes to redesign the manner in which
it recovers costs from customers. This new rate design will lower usage charges
to levels that more closely resemble market levels and will increase economic
efficiency. Under most of Duquesne's current tariffs, the rate for incremental
consumption significantly exceeds the additional cost of supplying increased
usage during most, if not, all hours of the year. Rate redesign will send customers
more efficient price signals and encourage economic load growth. ‘Duquesne’s
proposal reduces rates relative to current levels on average by over 25% for all
customer consumption above 1996 levels. Lower usage charges are consistent
with the objectives of Sections 2802 (6) and (7) of the Act to increase

competitiveness and economic development in Pennsylvania. Equally important,
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rate redesign will provide additional stranded cost mitigation. This is because
increases in usage due to lower marginal rates will generate additional revenues
that, under Duquesne’s plan, will be used for stranded cost mitigation. [ estimate
that the proposed rate redesign provides an opportunity to further mitigate
stranded costs by approximately $15 million per year.

Fourth, publicly available data on market prices show that the market price of
power in the markets in which Duquesne competes is below 2 cents per kWh.
The data support the prices revealed in Duquesne’s recent competitive market
solicitation, where the weighted average of the winning bids was 1.816 cents per
kWh (75% load factor) for firm power sold in 1998.

That summary was helpful. Please also explain whether there is a common
philosophy that underlies Duquesne’s cost unbundling and rate design proposals.
Duquesne's philosophy is to meet, in the context of a restructured environment,
the long held ratemaking goals of allocating costs and pricing electric service in
an efficient and fair manner while at the same time allowing shareholders a
reasonable opportunity to recover prudently incurred costs. To accomplish this,
Duquesne has unbundled its tariffs on the basis of embedded costs and traditional
allocation principles.

Duques-ne's proposal also recognizes that regulation is imperfect and that,
wherever possible, the Commission shouid rely on the market, particularly with
respect to the calculation of stranded costs. Duquesne’s proposal does so by using

a market sale of firm power to establish the Customer Generation Credits that will
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III.

be used to establish CTCs. This approach should not only minimize disputes over
stranded cost "estimates," but also provide other important public benefits, such as
increasing the liquidity and competitiveness of the retail market by making

available to potential retail suppliers a portion of Duquesne's firm power.

OVERALL APPROACH TO UNBUNDLING

Please describe Duquesne's overall approach to the unbundling of services.

As required by the Act and FERC Order No. 888, Duquesne will unbundle and
develop separate charges for distribution, transmission, ancillary services and
generation-related costs. As both Mr. Marshall and Mr. Clayton describe, the
starting point for Duquesne’s approach is Section 2804 (4)(v) of the Act, which

states:

“If an electric distribution utility rolls its energy cost rate into base
rates at a combined level that does not exceed its combined level of
such rates which have been approved by the Commission as of the
Effective Date of this chapter, the utility shall not be required to
reduce its capped rates below the capped level upon the complaint
of any party if the Commission determines that any excess
earnings achieved under the cap are being utilized to mitigate
transition or stranded costs for the benefit of ratepayers or to offset
other known and measurable cost increases that would be
recoverable under traditional ratemaking but are not included
within the capped rates.”

Pursuant to this provision, and as described by Mr. Clayion, Duquesne is rolling

into current base rates an energy cost rate (“ECR™) that is cost-justified and equal
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to the ECR cap approved by the Commission as part of the Ft. Martin plan. In
addition, Duquesne is committing to accelerate the depreciation and amortization
of stranded costs in an amount that, when added to other test year revenue
requirements, will result in a total revenue requirement equal to the rate cap. Mr.
Schnitzer provides further support for why Duquesne is entitled to the rate cap
during the transition period. As a result, new unbundled rates are designed to be
revenue neutral (adjusted for the ECR roll-in). This will insure that customers
who purchase power from Duquesne will pay no more than current rates for test
year volumes.'

The next step after calculating baseline revenue requirements is to develop
cost-justified rates for the regulated services of transmission and distribution that
Duquesne wiIl.continue to provide all customers. Duquesne has developed rates
for each of these services on the basis of Mr. O'Brien’s functionalized cost of
service study for the test year and allocation factors consistent with those used to
support current rates. Duquesne also has developed rates for certain transmission-
related "ancillary services." While customers are not required to purchase all of
these services from Duquesne, the FERC has ordered utilities to file cost-based

rates for these services and to offer them on a nondiscriminatory basis.

I a: . L.
Since loads are expected to grow over time, average revenue per kWh is likely to

decline relative to current levels due to Duquesne’s proposed lower usage charges.
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You have briefly described how Duquesne has unbundled transmission,
distribution and ancillary services. Please summarize how Duquesne has
unbundled generation costs.
Duquesne has unbundled generation costs and provided a calculation of the
generation-related revenue requirement allocated to each customer class.
Duquesne does not expect, however, to be able to fully recover its generation
revenue requirement over the transition period due to the rate cap provisions In
the Act. Therefore, generation-related revenues will be capped, and the rates
developed using a “residual” calculation method. By this I mean that, once
Duquesne has established rates for transmission, distribution and ancillary
services, these charges will be deducted from current rates and the remainder will
represent the maximum generation costs that can be recovered from customers.

This residual amount will then be divided into two parts -- a market-based
generation component (“CGC”) and an above market cost component. The CGC
will be set using the market values from Duquesne’s annual competitive bid
solicitation; these market prices will be adjusted to account for differences among
customer class consumption patterns, transmission losses, and Pennsylvania gross
receipts tax. As adjusted, the market prices will be used to determine customer
class CGCs and customer-specific CTCs. Customers will also receive annual
credits for certain ancillary service revenues collected from retail suppliers.

Duquesne’s approach to unbundling is illustrated in the graph below:



(78]

Duguesne Unbundling Methodology -

Baseli Distributi T isSi Certain Ancillary Maximum Cusiomer £TC
Revenues ! Charges Charges 2 Service Charges ] Generati rati
Charges ChargelCradit *

1) Current rates at customer 1996 baseline consumption with roll in of ECR and STAS credits.

2) Based on 1996 COS study and customer class allocation methodologies.

3) Certain ancillary services — reactive supply, regulation and frequency control, and spinning reserve —
will be charged directly to all retail customers and reduce the CTC.

4) The annual CGC will be determined by Duquesne 's markel sale of firm power each year. The revealed
market price will be adjusted for customer class load shapes, transmission losses, and Pennsylvania
gross receipts tax. The customers will also receive an annual credit for ceriain ancillary service
revenues collected directly from retail suppliers.

This unbundling methodology is applied consistently to total Company
1996 revenues as well as to charges for individual customers. I provide more
detail on how the CTCs are developed later in my testimony.
Please summarize how these unbundled charges will be applied to customers.
The unbundled charges will apply to all customers once the phase-in period
begins in 1999. All customers that remain with Duquesne as their power supplier
(either by choice or prior to having the option of retail access) will pay unbundled
distribution, transmission (including certain ancillary services), market-based

CGC and competitive transition charges. Customers that choose an alternative

10
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electricity supplier will pay these same unbundlied rates for delivery services (T,
D, and CTC). Power charges for these customers will be the result of negotiations
with or standard offers from their alternative supplier. Choice customers also will
receive an annual credit for ancillary service revenues that Duquesne collects from
retail suppliers.

What unbundled charges will be applied to retail suppliers?

Retail suppliers will be responsible for supplying or purchasing generation and the

associated transmission losses necessary to serve their customers. Losses can be
purchased from Duquesne or self-supplied. Suppliers also have the option of
purchasing firm power in Duquesne’s annual RFP process. In addition, electricity
suppliers will be responsible for Pennsylvania gross receipts tax, as required by
the Act, as well as certain ancillary services. These services include scheduling,
energy imbalance and supplemental reserves, Mr. Irvin (Duquesne Statement No.
7) describes Duquesne’s proposal regarding ancillary services in more detail and
discusses why the proposal is consistent with FERC Order No. 888.
Does Duquesne’s approach to unbundling protect customers from paying twice
for current services — once to Duquesne and once to alternative suppliers?

Yes. As shown in the table below, unbundled rates can be separated into
two general cost categories — those paid to Duquesne for delivery service and

those paid to the customer’s supplier:

11



SUMMARY OF UNBUNDLED CHARGES

Costs in Current Bundled
Rates

Unbundled Charges

Duquesne Delivery Charges

Duquesne/Alternative
. a2
Supplier Responsibilities

Generation Related Costs:
Market value of electricity

Above market value of
electricity

Bundled ancillary services

Bundled average T and
D losses

CTC (variable and fixed)

Certain ancillary services
(reactive supply, regulation
and frequency control, and
spinning reserve)’

Market value of
electricity

Certain ancillary services
(scheduling, energy
imbalance, supplemental
reserve)

+ Distribution Costs:

s Distribution-related costs

Average distribution losses
Distribution-related costs

+ Transmission Costs:

Transmission-related
COsis

Transmission-related costs

Average transmission
losses

+ Gross receipts tax

-+ Gross receipts tax on the non-
electricity supply portion

+

Gross receipts tax on the
electricity supply portion

= Total Bundled Customer Bill

= Total Customer Delivery Charges

Total Supplier
Responsibilities

As the table demonstrates, customers will not be charged twice for the same

service when rates are unbundled. The next section of my testimony addresses

how unbundled costs are allocated to particular rate classes.

? It is assumed that suppliers, whether Duguesne or some other entity, will need to

recover the costs associated with those listed in the supplier responsibility column.

3 . . . .
These costs have been refunctionalized and are included in customer

transmission rates.

* Distribution losses have been refunctionalized and are included in customer

distribution rates.

12
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THE ALLOCATION OF GENERATION, TRANSMISSION AND
DISTRIBUTION REVENUE REQUIREMENTS AMONG CUSTOMER
CLASSES

A. Guidance from the Act

What guidance does the Act provide regarding cost allocation?

The most explicit reference to cost allocation is provided in Section 2808(A)
regarding competitive transition charges. This section of the Act states that “The
costs to be recovered shall be allocated to customer classes in a manner that does
not shift inter-class or intra-class costs and maintains consistency with the
allocation methodology for utility production plant accepted by the Commission
in the electric utility’s most recent base rate proceeding.” While there is other
language in the Act in Section 2804 regarding the rate cap provisions, these
provisions reference charges or rates, not cost allocations.

Has Duquesne complied with this provision of the Act?

Yes. As I explain later in my testimony, Duquesne has allocated the
functionalized costs reported in the testimony of Mr. O’Brien to the rate classes
using methodologies that are generally consistent with those approved in our most

recent base rate proceeding.
B. Past Cost Allocation Methodologies

Please explain the way costs historically have been assigned to classes under cost
of service regulation in the electric utility industry.
Cost allocation has generally followed a three-step process consisting of

functionalization, classification and allocation. Functionalization refers to the

13
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process of breaking down the total cost of service among generation, transmission
and distribution. Other costs, such as general plant, are more difficult to directly
assign to a specific function because they arise as a common cost with the
provision of a bundled service. General plant-related costs are often assigned to
the three main functions based on gross plant or some other factor. While no one
method of assignment is perfect, the idea is to apportion general or common costs
in some reasonable proportion to the relative magnitude of costs assigned directly
to the three main cost functions. The next step is to classify the costs according to
demand, energy, and customer categories. Historically, transmission and
generation costs have been classified as either demand or energy-related, while
distribution costs generally have been classified as either customer or demand
related. Once costs have been functionalized and classified, they are then ready to
be allocated to the various rate classifications based on relative contribution to
demand, energy, number of customers or some combination of these factors.

What is the result of this process?

The result is a fully allocated cost of service study that can be used to design rates
to recover Company revenue requirements.

How did Duquesne approach cost allocation in the past?

Based on a review of the allocated cost of service study prepared by the Company
in its last base rate proceeding, it appears that the Company focused primarily on
the classification, as opposed to the functionalization of costs. While some costs

were, to a degree, implicitly functionalized in the cost of service allocation
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program, the focus of the study is on classification and allocation of costs to
classes on the basis ‘of demand, energy and customers. This emphasis on
classification is certainly acceptable when you are allocating costs and setting
rates on a bundled basis. As such, there was never any need for the Commission
to approve functionally unbundled costs for cost allocation and rate setting
purposes. Now that rates must be unbundled, the primary focus has shifted to a
detailed functionalization of costs because the Act requires functionally
unbundled rates for transmission, distribution, and generation.

Please discuss the allocations related to each functional category.

First, as to unbundled generation and distribution costs, we have maintained, to
the extent feasible, consistency with the allocation methodologies used for
generation and distribution costs from our most recent base rate proceeding.
Second, while transmission costs were allocated on the basis of the average and
excess methodology in Duquesne’s last base rate proceeding; in the current study,
transmission has been allocated to the classes using the 12 CP methodology. This
is the allocatioﬁ methodology preferred by the FERC. In addition, the costs of
ancillary services were allocated using the 12 CP methodology to maintain
consistency with the allocation of transmission plant expense. While these small
differences exist due to FERC Order 888 requirements, the results from the
current study produce results similar to the ones that would otherwise be produced
using the traditional average and excess allocation methodology. Finally, as

explained in more detail later, Duquesne’s approach to cost and rate unbundling
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msures that the rate cap provisions of the Act are met without shifting costs within
or among rate classes.

What is the basis for these costs?

The allocated cost of service results are based on 1996 test year costs. The
revenue requirements have been functionalized into generation, transmission, and
distribution cost categories. Using a 1996 cost of service study is consistent with
the Commission’s “Appendix A” requirements, which require unbundled cost of

service information on the basis of 1996 test year costs. Using a current cost of

service study also is consistent with traditional ratemaking practice.

The remainder of my testimony sets forth how the 1996 functionalized
revenue requirements data were used to (i) allocate costs across customer classes,

and (ii) design rates to recover these revenue requirements.
C. Transmission Cost Allocation

Please explain how transmission costs were allocated across rate classes.

Duquesne has allocated transmission costs across classes on the basis of
contribution to monthly coincident peak. This is appropriate because transmission
systems must be designed to carry loads occurring during the periods of highest
system demands and because the FERC requires a coincident peak demand

allocation.
D. Distribution Cost Allocation

Were distribution costs allocated on the same basis as transmission costs?

16
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No, because distribution costs are different from transmission costs in three
primary respects. First, distribution costs are assigned to customers depending on
the voltage level at which customers take service. Duquesne distinguishes
between customers served at the 23 KV sub-transmission and 23 KV/13.2 KV
primary distribution levels, and the 4 KV secondary distribution system. Second,
Duquesne has divided distribution costs mto customer-related and demand-related
costs. This is because some distribution costs -- like those associated with meters
and line drops -- are closely related to the number of customers served, while the
size (and cost) of conductors and transformers correlate to local area demand. But
neither measure, customer nor demand, can be perfectly correlated to the costs
incurred because many components of distribution costs vary with both.
Nevertheless, recognizing the art of embedded cost allocation procedures,
the demand-related cost components are allocated to classes on the basis of class
non;coincident demand responsibility. Unlike transmission, demand-related
distribution costs are incurred to meet maximum demands on local distribution
circuits, which do not necessarily occur at the time of maximum system peaks.
Depending upon the mix of customers, distribution circuits may experience
maximum demand during different seasons and at different times of the day. The
customer portion of distribution-related costs are allocated and assigned based on
the number of customers. This procedure is consistent with the approach taken by

Dugquesne in its most recent base rate proceeding.
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E. Generation Cost Allocation

Please turn to the allocation of generation-related costs.

Plant related generation costs were allocated among classes using the average and
excess method. Duquesne classified production plant revenue requirements into
energy-related and demand-related components. The energy-related component
of plant is allocated to rate classes on the basis of each class' proportion to average
system demand, while the demand component is allocated to the classes according
to the averagé and excess demand allocator (the difference between peak and
average demands). This methodology recognizes that production plant costs are
incurred for two purposes: to achieve lower energy costs and to meet system
demands.

Does the current study allocate generation costs using a methodology consistent
with that used by the Company in its most recent base rate proceeding?

Yes.

Do you have an exhibit which shows the results from your allocated cost of
service study?

Yes. These are included in Exhibit JAL-1. In addition, this exhibit provides the
class allocators used to distribute the costs among the classes.

F. Ancillary Services Cost Allocation

Please describe the ancillary services you have unbundled?

I have unbundled the costs associated with the ancillary services that FERC
directed transmitting utilities to provide in Order No. 888. Those services are:

1. Scheduling, system control and dispatch
18
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2. Reactive supply and voltage control from generation sources
3. Regulation and frequency response
-4, Energy imbalance

5. Operating spinning reserves

6. Operating supplemental reserves.
Has Duquesne filed rates for ancillary services at the FERC?
Yes. Duquesne complied with Order No. 888 by filing cost-based rates for
ancillary services.
Is Duquesne proposing to use those rates for the unbundled charges to retail
customers at issue in this case?
Duquesne is using the same functionalization methodology that supports the
ancillary service revenue requirements on file with the FERC. This methodology
1s described in detail in ‘the attached FERC testimony of Peter A. Wybierala,
Exhibit JAL-2. With respect to the design of rates from this functionalized
revenue requirement, however, Duquesne is proposing certain modifications to
tailor ancillary service rate design to accommodate retail choice. Duquesne will
seek FERC approval of these modifications.
Please turn to the development of the ancillary service revenue requirements.
For purposes of restructuring, the revenue requirements for each of the six
ancillary services were based on cost information for the test year 1996. In order
to develop revenue requirements for each ancillary service separately, we first

conducted a “mini” functionalization study to separate costs currently included in
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the FERC system of accounts as either transmission or generation. Using this
study we allocated an amount of currently bundled costs to each of the six
ancillary services to recognize the associated cost of providing these services on
an unbundled basis. While scheduling involves identifying a share of labor
expenses already included as a transmission cost, the other services require a
refunctionalization of a portion of the generation costs into one of the five
remaining ancillary service categories.

Please turn to the functionalization of costs for specific ancillary services.

I will first discuss scheduling service. Duquesne allocated the. costs from FERC
account 556 on the basis of the share of salaries associated with transmission
scheduling after adjusting for fringe benefits. The resulting cost per schedule was
$113, which Duquesne rounded down to $100.

Please turn to the costs for reactive supply.

The cost of reactive supply and voltage control was developed using a four step
process. First, four components of gross generation plant equipment were
identified W1th the provision of this ancillary service. These components are
generation unit step-up fransformers, exciters, voltage regulators, and generators.
Second, the reactive component of these costs was determined by multiplying a
ratio of reactive output based on rated power factor times the gross plant
investment costs for these components. Third, the resulting amount was then
divided by gross generation plant investment to derive the percentage of total

generation plant used to supply reactive power supply and voltage control.
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Finally, this percentage was multiplied by the plant-related revenue requirement
(excluding fuel related expenses) for all generation plant to determine the annual
revenue requirements.
How were the revenue requirements for the other ancillary services computed for
the 1996 test year?
The cost for regulation and frequency response was based on a three step process.
First, based on the proposed NERC Generation and Control Performance
Standards, to be effective Feb. 1, 1998, Control Performance Standard No. 2
(CPS2) defines a method for calculating the factor L, for a particular control
area. L, represents the target Meg.awatt deviation that a control area should be
able to operate within, over 90% of the 10 minute intervals for ACE (Area
Control Error) in order to comply with CPS2. Duquesne believes that L, which
is about 43 MW for the Duquesne control area, represents the amount of
generation that has to be set aside in order to follow load. This generation would
be supplied from Duguesne’s fossil plants. Second, the amount of generation
associated with L, was divided by the gross fossil generation plant investment in
megawatts, to derive the percentage of total fossil plant to supply regulation and
frequency response. Finally, this percentage was multiplied by the fossil plant
related revenue requirement to determine the annual revenue requirement
associated with providing this ancillary service.

The cost for energy imbalance is based on the hourly deviation between

scheduled power and metered load. For on-peak and off-peak deviations within
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the band, energy can be paid back in kind or cash settlernent at the Duquesne
system lambda energy rate. For deviations outside of the band, energy supplied
by Duquesne would be at the rate of 110% of, ]Jambda or market pn'cg:, whichever
is greater, and energy taken by Duquesne would be credited at the rate of 90% of
lambda.

The cost for operating reserves includes both spinning and supplemental
reserves. ECAR requirements mandate that member companies maintain at least
3% spinning reserves and 3% supplemental reserves for a total of 6% reserves in
excess of forec;st daily peak load.

Spinning reserves relate to generating capacity that is immediately
available to respond to deviations in system frequency resulting from load
forecast error and/or system disturbances (generator outages) throughout the
control areas comprising the eastern interconnection. Duquesne provides spinning
reserves exclusively from fossil generation plant. The annual spinning reserve
requirement is 3% of the annual forecast peak load in megawatts. This amount is
divided by the gross generation fossil plant, in megawatts, to derive a percentage
of total fossil generation to supply spinning reserves. Multiplying this percentage
by the fossil plant related revenue requirement determines the annual revenue
requirement for providing this ancillary service.

Supplemental reserves relate to generating capacity that is available within
10 minutes to respond to deviations in system frequency, resulting from system

disturbances (generator outages) throughout the control areas comprising the
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eastern interconnection.  Duquesne provides supplemental reserves from
combustion turbine (CT) generation plant, and fossil plant during times when the
reserve requirement exceeds installed CT capacity. The annual supplemental
reserve requirement is 3% of the annual forecast peak load. For 1996, the
supplemental reserve requirement was 74 MW based on a system peak load of
2463 MW. This amount was satisfied with all 54 MW of Brunot Island capacity
and with 20 MW from Duquesne’s fossil plants. The revenue requirements
associated with these production-based ancillary services are shown in Exhibit
JAL-1 (E), Page 1 of 2.

Once you have determined the annual revenue requirements for each of these
services, how did you then allocate the costs to each customer class?

The costs associated with reactive supply and voltage control, regulation and
frequency response, and spinning reserves were allocated to the classes on the
basis of contribution to 12 CP. The costs associated with providing other
ancillary services were not directly allocated to customer classes because these
costs will be recovered primarily from retail suppliers.

Given that you have already allocated generation costs, won'’t the allocation of
ancillary service costs to the classes result in an over-recovery of Duqiesne’s
generation revenue requirement?

No. The revenue requirements associated with those portions of generation plant
that have been re-functionalized as ancillary service costs were deducted from the

generation-related revenue requirement. This was done before those costs were
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allocated to the customer classes. Ancillary service costs that will be recovered
from suppliers were deducted from the cost of service altogether. Therefore, there

will be no double-recovery of Duquesne’s revenue requirement.
G. Comparison of Cost Allocations to Revenues

You have now described the relevant cost allocations. Have you also compared
the total costs allocated to base year revenues for the customer and rate classes?

Yes. Exhibit JAL-3, Page 1 of 2, compares the fully allocated cost of service
results with billed revenues generated at current bundled rates for the 12 months
ending December 31, 1996. The results from the fully allocated cost of service
study indicate‘ that costs exceed 1996 revenues by $48.9 million for PaPUC
jurisdictional sales. Based on these results and given the rate cap provision of the
Act, Duquesne will be unable to fully recover its allocated cost of service. The
results also indicate this difference 1s almost entirely attributable to the variance
between allocated cost ($716.6 million) and revenues ($664.5 million) for the
general service customer class. There is little difference for either the residential
or lighting service categories. For residential, allocated cost of service is $400.8
million while revenues were $404 million in 1996. Lighting service has allocated
cost of $17.3 million and revenues of $17.1 million. The top half of page 2 shows
the results for the rate classes. The data reveals that with the exception of RS all
the major rate classes have costs that exceed or are close to actual revenues. For
RS, revenues ($374.9 million) are about $15 million (4.1%) above the allocated

cost of service.
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Given these results and the cap provisions of the Act, how do you intend to
allocate costs to individual rate classes?

For those classes where allocated cost of service exceeds base revenues, I have
reduced the generation component of unbundled costs to insure that the rate cap is
maintained and to avoid cost shifting among rate classes. Where costs are below
revenue levels, I have adjusted the generation component to meet, but not exceed,
1996 revenues. This is consistent with Section 2804(4)(v) of the Act, which
provides for the use of any “excess eamings achieved under the cap” to be
“utilized to mitigate transition or stranded costs for the benefit of ratepayers.”
Reconciling costs to rate levels in this way insures that the unbundled rates I have
designed will produce revenues from any one class and in total that stay within
the confines of the rate cap.

[s there anything else you would like to add about the results from the allocated
cost of service study?

Yes. The results shown on the top half of pages 1 and 2 are based on an equalized
rate of return approach (9.61% as computed by Mr. Clayton). I have made two
adjustments to these figures. First, [ have adjusted the cost of service study for
the differences in rate of return arising from Duquesne’s most recent base rate
proceeding. This adjustment allocates costs from general service towards the
residential and lighting classes and reduces the difference between allocated cost
and revenues for general service while increasing the revenues have been adjusted

to reflect the roll-in of the ECR into base reates costs assigned to the residential
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and lighting customer classes. Second, revenues have been adjusted to reflect the
rol]-in of the ECR into base rates. The bottom half of page 1 of Exhibit JAL-3
compares the adjusted cost of service results to adjusted 1996 revenues by
customer class. All three customer classes have costs in excess of revenues after
adjustments. A similar comparison for the rate classes is shown at the bottom of
page 2. Again, differences between allocated cost and revenues are on average
smaller than they are before adjustments. Finally, it should be pointed out that
Duquesne’s current rates were based on a cost of service study almost 10 years
old. It should come as no surprise to find differences between allocated costs and
current revenues given the amount of time that has elapsed. In fact, I find the

current relationship between revenues and costs to be surprisingly close.

RATE DESIGN

Please turn now to the rate design. How have you organized this portion of your
testimony?

This portion of my testimony has four major sections. First, I describe the
requirements of the Act pertaining to rate design and how Duquesne complies
with these requirements. Second, I discuss the rationale for Duquesne’s rate
design approach. Third, I describe the manner in which rates have been designed
to recover from each class the revenue requirement allocated to that class.
Specifically, 1 describe the five major components of rates:

1. Distribution

2. Transmission
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Ancillary services
Customer generation charge/credit (“CGC™)
Competitive transition charges (“CTC”) — both class-specific variable CTCs

and customer-specific fixed CTCs.

Fourth, I address customer choice options under Duquesne’s plan. Each is

discussed in tumn.

A.

Compliance with the Requirements of the Act

Please summarize the provisions of the Act related to rate design.

There are several. The key provisions are summarized below:

Section 2804 (3) of the Act instructs the Commission to “require the
unbundling of electric utility services, tariffs and customer bills to separate the
charges for generation, transmission, and distribution.”

Section 2808 (A) states that “the costs to be recovered shall be allocated to
customer classes in a manner that does not shift inter-class or intra-class costs
and maintains consistency with the allocation methodology for utility
production plant accepted by the Commission in the electric utility’s most
recent base rate proceeding.”

Section 2804 (4) contains subsections (1) and (II) that set rate caps on electric
utility rates and the term over which these caps shall apply. Specifically, the
Act sets a cap on total charges of an electric distribution utility for service to
any customer who continues to purchase electricity from the utility (“full

requirements customers”) at a level not to exceed the total charges previously
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approved by the Commission. This rate cap on total charges is effective
through June 2001. In addition, the Act provides for a cap on the generation
component of the charges (including the CTC) for full requirements customers
for a period of 9 years from the effective date of the Act or until the utility is
no longer charging a CTC, whichever is shorter. Finally, for those customers
who purchase generation from a supplier other than the distribution utility, the
Act imposes a cap on the non-generation charges (excluding the CTC) through
June 2001.

o As described earlier in my testimony, Section 2804 (4) (v) allows utilities to
collect its capped rates if it rolls its energy cost rate into base rates and if any
excess earnings achieved under the cap are used to mitigate stranded costs or
to offset other known and measurable cost increases that would be recoverable
under traditional ratemaking.

» Section 2808 (4) pertaining to the recovery of the CTC states that “During the
transition period, electric utilities shall have the duty to mitigate generation
related transition or stranded costs to the extent practicable.”

The remainder of this section details how Duquesne’s rate design proposal

complies with these réquirements.

Has Duquesne unbundled its charges as the Act requires?

Yes, Duquesne 1s proposing unbundled tariffs that separately charge for

transmisston and distribution service. In addition, Duquesne has unbundied its

generation costs into two primary components: a market-based CGC and CTC.
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The CGC will be based on the market price established through an annual
competitive solicitation for those customers who continue to purchase power from
Duquesne. The CGC, along with unbundled charges for transmission, distribution
and ancillary services, will be subtracted from current rates to develop CTCs.
Does Duquesne’s proposed rate design shift inter-class or intra-class costrs?

No. Duquesne’s rate design utilizes customer-specific CTCs in order to prevent
cost shifting within and among customer classes. For those customers who
continue to purchase electricity from Duquesne, the unbundled rates will result in
the same bill the customer would otherwise pay under current bundled rates
(adjusted for the ECR roll-in) assuming 1996 sales levels. This is verified
through sample calculations in Exhibit JAL-4. In addition, Duquesne’s non-
bypassable ﬁxéd CTC will help to insure that all customers pay their fair share of
stranded costs. And Duquesne’s approach to determining CGCs based on actual
market prices also maintains fairness and efficiency by limiting the ability of
customers that have access to retail choice to shift costs onto those that do not yet
have retail choice. Finally, as the Act requires, Duquesne has maintained
consistency with the cost allocation methodology for utility production plant
accepted by the Commission in Duquesne’s most recent base rate proceeding.
Please explain how Duquesne complies with the Act’s rate cap on generation and
total charges for customers that continue to purchase electricity from Duquesne.

Generation-related revenue requirements have been allocated to the classes using

a methodology that is consistent with the one used in Duquesne’s most recent
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base rate proceeding. However, the total rate cap provision of the Act prevents
the Company from fully recovering these costs from customers through CTCs.
CTCs were therefore designed as a residual component starting with total
revenues at current bundied tariff rates, subtracting transmission and distribution
charges and applying credits based on the actual market price of power. As a
result, total unbundled charges will exactly equal bundled charges at current rates
based on 1996 sales.
You mentioned that the Act imposes a rate cap for the non-generation services for
those customers who purchase generation from an alternative supplier. How does
Duquesne satisfy this requirement?
While the wording in the Act is straightforward, its application is not. This is
because the PaPUC never approved unbundled charges before. In the past, the
Commission approved revenue requirements and rates designed to raise the
approved level of revenue requirements on a bundled basis. Therefore, Duguesne
has designed unbundled transmission and distribution rates based 6n the 1996
allocated cost of service using, to the extent feasible, allocations that are
consistent with those used in our last base rate proceeding (rate year ending
March 31, 198.8). This rate cap on non-generation charges, based on the 1996
cost of service, will remain in effect through June 2001.
Please tum to Section 2804(4)(v).
Yes. As Mr. Clayton describes, Duquesne is rolling into current base rates an

energy cost rate that is cost-justified and equal to the ECR cap approved by the




10
11

12

14

15

16

17

18

19

20

21

22

Commission as part of the Ft. Martin agreement. In addition, Duquesne is
committing to accelerate the depreciation and amortization of stranded costs in an
amount that, when added to test year revenue requirements, will result in a total
revenue requirement equal to the total revenues produced by current rate levels.
Mr. Schnitzer i)rovides further support for Duquesne’s proposal to comply with
this section of the Act.

How does Duquesne comply with the “known and measurable” requirement in the
Act for calculating CTCs over the transition period?

This requirement is discussed in detail in the testimény of Mr. Schnitzer.

How has the Act’s requirement to mitigate stranded costs affected Duquesne’s
proposed rate design?

It has had a significant impact on Duquesne’s proposed rate design. As I
demonstrate later in my testimony, Duquesne’s rate design will lower usage
charges to levels that more closely resemble market. This not only increases
economic efficiency; but relevant here, contributes to stranded cost mitigation.
To explain, the rate for incremental consumption under most of Duquesne’s.
current tarrifs significantly exceeds the additional cost of supplying increased
usage during most, if not, all hours of the year. Rate redesign will send customers
more efficient price signals and encourage economic load growth. Duquesne’s
proposal reduces rates relative to current levels by over 25% on average for
customer consumption above 1996 levels. Lower usage charges are consistent

with the stated objectives of the Act in Section 2802 (6) and (7) to increase
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competitiveness and economic development in Pennsylvania. Equally important,
rate redesign will allow Duquesne to significantly mitigate stranded costs. This is
because increases in usage due to lower marginal rates will generate revenues that
would not otherwise be generated under the current rate design. I estimate that
rate redesign provides an opportunity to mitigate stranded costs by approximately
$15 million per year. (See Exhibit JAL-5). Under Duquesne’s proposal, as set
forth in Mr. Clayton’s testimony, these additional revenues will be used to further

accelerate the depreciation and amortization of stranded costs.
B. Rationale for Duquesne’s Rate Design

What is the rationale underlying Duquesne’s unbundled rate design?

Consistent with Section 2808(4), the critical objective of Duquesne’s unbundied
rate design is to mitigate stranded costs to the maximum extent practicable.
While Duquesne could simply unbundle current rates into transmission,
distribution and generation components and leave the existing rate structure intact,
rate redesign is necessary to further mitigate stranded costs.

You have stated that Duquesne’s rate redesign proposal involves lowering usage
charges. Why won’t this reduce revenues rather than increase revenues?

The reason is in the nature of the redesigned rates. The CTC will have two
cofnponents: a fixed customer charge and a variable charge. The fixed charge is
customer-specific and designed such that, when combined with the variable
charge and assuming consumption at existing levels, no customer will pay more

than he does today. The variable charge is designed to a level that will encourage
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stranded cost mitigation by significantly lowering the charge associated with each
kilowatt-hour of consumption. The variable charges contained in today’s rates. are
significantly above market prices and the level that would maximize revenue
recovery. For example, Duquesne currently charges a flat rate of 11.66 ¢/kWh to
RS customers. This rate is in excess of the market rate of power and, equally
important here, in excess of the rate that would maximize stranded cost
mitigation.

Why should the Commission approve this new rate design now?

This rate design is mutuaily beneficial to consumers and investors. Customers

will have an opportunity to save money by substituting electricity for more costly
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forms of energy, and improve their quality of life by increasing their use of other

electricity consuming goods and services. Customers and investors alike will
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benefit from increased sales revenue because these revenues will be used to
mitigate stranded costs. The simplified graph below illustrates this concept more
fully:

In the illustration, Duquesne’s proposal is to lower usage charges from R,
to R, and recover the lost revenues through a CTC (equal to [R,-R,]*Q,) over
1996 customer baseline consumption. Lower usage charges will improve
resource allocation, as well as stimulate economic development, load growth and
jobs in the region. Residential, commercial and industrial customers will benefit
from the lower prices for consumption above baseline amounts. Meanwhile,
Duquesne will eamn a contribution (R;-M) on these increased sales (Q,-Q,) which
will be available to further mitigate stranded costs and possibly shorten the CTC
recovery period for all retail customers in Duquesne’s service area.

The benefits that arise from a more efficient rate design could be
significant. For instance, Duquesne’s proposal will effectively reduce marginal
rates on average by over 25% on customer consumption above 1996 levels, as
indicated in Exhibit JAL-6. Residential customers will receive a marginal rate
reduction of 50%. Equally important, Duquesne’s rate design could mitigate
stranded costs by approximately $15 million annually, depending on customer
load response to large decreases in marginal price signals. The more responsive
customers are to price changes, the larger the benefits will be. Exhibit JAL-7
illustrates that.the potential annual mitigation could be significantly larger than

the 315 million figure if customers respond more than expected.
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If moving rates closer to market levels increases economic efficiency, why
doesn’t Duquesne lower its rates all the way to incremental costs or market
prices?
It is possible to reduce usage rates all the way down to market price levels through
time-of-use pricing or a real-time pricing program and achieve even greater
efficiency gains. However, most if not all of the fixed cost contribution and
stranded cost mitigation benefits would be Jost as a consequence. Duquesne has
designed rates to enhance stranded cost mitigation to the maximum extent
practicable, as required by the Act.
Electricity is generally thought to be an essential item with very little customer
sensitivity to changes in price. Why does Duquesne assume that customers will
increase consumption in response to lower usage rates?
While customer response is hard to measure precisely, a large body of economic
research in the industry and growing empirical resuits from real-time pricing
programs convincingly demonstrate that customers do respond to changes in
electricity prices. And while it may be true that customers do not respond as
much to price signals for electricity as they do for other commodities, it is
important to rémember that relatively low customer response can still result in
significant stranded cost mitigation.
How much customer response can be expected from lower electricity prices?
Customer response to price changes depends on many factors, so it is difficult to

generalize. However, three primary tools have been used by analysts to better
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understand how customers might alter their consumption with changing prices.
These include econometric studies, simulation models, and consumer surveys.
Results from these studies vary, but general conclusions are possible. Most
evidence suggests that customer response could be large. Short term price
elasticities have been estimated to be in the range of -0.1 to -0.4. Price elasticity
is a ratio that measures the percent change in consumption per percent change in
price. These elasticities suggest that a 10 percent reduction in price will result in
roughly a one to four percent increase in consumption. Customer response tends
to be even higher (up to a 1.0 price elasticity) over longer periods since
customers are then able to more readily adjust appliance stocks and consumption
patterns over time. Therefore, as a result of Duquesne’s proposed marginal rate
reduction of more than 25%, it is not unreasonable to expect that consumption
could increase above what it would otherwise be in the absence of rate redesign.
What if there is no customer load response?

Very little would be lost. Even though Duquesne would not mitigate its stranded
costs from the proposed rate design, customers would be unharmed. In any event,
customers would still benefit from lower usage charges on new consumption.
How important is it that the Commission approve this rate redesign now?

The potential benefits of rate redesign are both real and substantial. Duquesne’s
proposed rate redesign represents one of the largest opportunities for Duquesne to
mitigate its stranded cost exposure over the transition period. And given the

rapidity of the move towards competition in the industry, the public interest
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arguments in favor of rate redesign have never been stronger. Rate redesign
provides this Commission a golden opportunity to improve efficiency, increase
consumer welfare and enhance mitigation of stranded costs during fhe transition
to retail competition.
Won’t rate redesign be difficult to implement?
It is likely to be somewhat more difficult than a simple unbundling of rates, but
the benefits far outweigh any difference in administrative cost.
Besides stranded cost mitigation, did you consider other criteria in developing
Duquesne’s unbundled tariffs?
Yes, there are many criteria analysts use in the design of rates but three of them --
efficiency, fairness and adequacy -- stand out as primary under cost-of-service
based regulation. These criteria were first articulated by James C. Bonbright in
his book, Principles of Public Utility Rates (Page 292). Efﬁciency; which I have
already addressed, means that prices should reflect the added resource cost of
meeting incremental demand or, conversely, the resources saved when demand is
reduced. This criterion simply requires that prices be set on the basis of
incremental or marginal cost to avoid wasting society’s resources. Fairness calls
for the benefits to follow costs so that the users who are responsible for costs
being incurred provide the revenue necessary to cover those costs. Adequacy is
necessary in order to insure that the utility investment devoted to the provision of
public service is not confiscated. Allowable charges must provide utility

investors the opportunity to recover their investment and to earn a fair return on it.
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While Bonbright discusses other criteria, many are corollary to these three

primary criteria.

Are these criteria consistent with the provisions of the restructuring Act?

I think they are. The Act provides for an orderly transition to competition towards
a deregulated generation market in a way that is fair to consumers, electric utilities
and their investors, and competitive suppliers. By adopting an orderly transition
process, the Legislature adopted a plan that recognizes the substantial financial
commitment made by utility investors under historical obligation-to-serve
requirements. In addition, the transition period allows utilities time to put into
place the necessary infra-structure to accommodate the creation of a competitive
generation market while maintaining a reliable electric system. The rate cap
provisions of the Act protect consumers who choose to continue taking electricity
from the distribution utility, while providing investors the opportunity to
accelerate amortization of above-market generation costs.

Explain how Duquesne has. attempted to meet the efficiency, fairmess and
adequacy criteria?

Duquesne’s redesigned rates improve efficiency since all consumers, including
those who remain as full requirements customers during the transition period, will
face prices for incremental changes in consumption that are much closer to market
levels. Duquesne’s unbundled rate design is fair since it meets the rate cap
provisions of the Act, maintains current inter- and intra-class cost allocations,

gives customers credits based on actual market prices, and reduces the ability of
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some customers to bypass their fair share of stranded costs. Duquesne’s
unbundling of current rates also provides investors with an opportunity, nét a
guarantee, to recover prudently incurred costs up to the rate cap.

When will these unbundled and redesigned rates become effective?

The unbundled, redesigned rates will apply to all customers at the start of the
initial phase of retail access in 1999. Presenting all customers with the same rate
design makes sense for several reasons. First, it establishes rate comparability.
Second, Duquesne’s rate redesign will provide customers the benefits of more
efficient prices for incremental usage sooner rather than having to wait until the
phase-in is complete. Finally, expanding this rate design to all customers
immediately will allow Duquesne to maximize mitigation of stranded costs by
encouraging worthwhile increases in electrical consumption.

Are you sayiné that the Duquesne proposal is worthwhile even in the absence of
restructuring?

Yes. Any time rates can be redesigned to improve econorr;ic efficiency without
compromising the criteria of faimess and revenue adequacy, there is an
improvement in societal welfare, and this is exactly what the Duquesne proposal
is intended to do. There is no shifting of revenues to other classes or individual
customers because each customer will pay an amount equal to what he or she
would have paid under bundled rates for baseline consumption measured during
the bése year (1996). Indeed, it is the same type of rate design Duquesne has used

for several years to encourage additional revenue growth from existing industrial

39



10

11

12

13

14

customers and new customers to move into Duquesne’s service territory under

Rule 4.

You mentioned earlier that your primary rate design objective is to mitigate

stranded costs, and that y;)u accomplished this objective by lowering current

usage charges (energy or demand). Please describe how you determined how

much to lower current usage charges.

Duquesne considered four factors to establish usage rate levels that mitigate

stranded costs:

e The rnarkef price

e Expected foregone revenue from load growth of existing customers without
rate redesign

+ Customer load response to lower usage charges

¢ Current usage rate levels.

Each of these factors are illustrated in the graph below:
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Determining Usage Rate Levels That Mitigate Stranded Costs
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Please describe how the first factor, the market price, was considered in
determining the appropriate usage price.

The market price serves as the benchmark for determining usage rates. As a
general rule, usage rates should not be set below the marginal cost of service, of
which the market price is a key component. The contribution to stranded costs is
measured relative to market prices. Incremental sales priced at usage rates above
market levels (adjusted for other incremental costs such as losses) represent an
opportunity to enhance stranded cost recovery (rectangle 1 above). Duquesne
proposes to establish the market price through an annual RFP process. Pro-forma
rates have been developed on the basis of Duquesne’s recent RFP described in
Mr. Irvin’s testimony.

Please explain the second factor — expected foregone revenue from load growth of

existing customers without rate design.
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Some existing customers would increase their load without rate redesign as a
result of chanées in other factors unrelated to price. This is illustrated in the
above graph as a shift in the demand curve from point A to point B or an increase
in consumption from Q, to Q’,. Lower usage charges provide existing customers
with a rate cut for new consumption. This resuits in foregone revenues for
Duquesne (rectangle 2). Exactly how much revenue is lost depends on how much
usage rates are lowered, as well as expected load growth from existing customers
without any rate redesign. As a result, the net mitigation of stranded costs is equal
to the area of rectangle 1 less rectangle 2.

How was customer load response to lower usage rates (price elasticity) considered
(represented in the graph as the difference in consumption between point C and
point B)? |

In estimating the price elasticity, an extensive body of research was reviewed.
This research suggests that electricity is similar to most other commodities,
whereby decreasing prices tends to lead to greater consumption and increasing
prices tends to lead to less consumption, all other things being equal. In addition,
the Pennsylvania Legislature, the Governor and several intervenors have
highlighted the importance of lower rates for economic development and job
creation in Pennsylvania. For purposes of determining usage charges in this
proceeding, Duquesne assumed a conservatively low level of customer response
(i.e., a price elasticity of 0.1 for energy and —0.05 for demand). While Duquesne

recognizes the uncertainty regarding the exact level of customer response, the
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potential benefits associated with even very low levels of customer response can
be significant.

Did Duquesne perform any sensitivity analysis on its energy and demand
elasticity assumptions?

Yes. Exhibit JAL-7 shows that even with very low price elasticities, rate redesign
could yield $5 miilion annually in stranded cost mitigation, while it would not be
unrealistic to achieve significantly higher benefits (above $30 miilion) with larger
customer response.

How did Duquesne consider current usage rate levels and determine what rates to
reduce?

Duquesne compared the existing effective usage charges (energy and demand) in
each of its rate classes with market prices. Where there was a significant
difference, these charges were lowered. For example, most residential customers
take service under rate RS. The current bundled rate schedule is a simple one
comprised of a fixed monthly customer charge of $6.38 and an energy charge of
11.66 ¢/kWh for each kWh of consumption.” Under Duquesne’s new unbundled
tariff, customell's who continue to take full requirements service will realize a 50%
reduction in the total usage (cents per kWh) charges, assuming a market price for

1999 of 1.86 ¢/kWh. Customers that can purchase electricity from alternative

> These rates became effective July 26, 1997 reflecting the roll-in of the STAS credit into

base rates.
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suppliers for less than Duguesne’s CGC could realize even greater savings on new
consumption.

Is this situation different for commercial and industrial customers?

Yes. Many cdmmercial and industnal customers take demand metered service.
For customers in these classes the energy charges are significantly lower than the
k'Wh charges for RS. Since these charges are much closer to efficient price levels,
they were not adjusted from current levels®. However, in a rate class like GL the
impediment to efficient electric consumption is high demand charges.

For example, Duquesne’s current bundled rate for a GL customer is
comprised of demand and energy charges. The energy charge is 3.80 ¢/kWh for
all kilowatt-hour consumption. Demand charges are recovered on a declining
basis where the first 300 kW of demand is priced on a monthly basis at $5,527.
For each kW of demand beyond 300 kW, the per kW charge is set at $13.98.
While the energy rate is substantially below the comparable charge for an RS
customer, that is only part of the story. Because of the demand charge, a GL
customer’s effective cost per kWh for incremental consumption is much higher
than 3.80 ¢/kWh. For example, assume that a GL customer with 1000 kW of
billed demand and monthly consumption of 380,000 kWh is considering
increasing demand by 1 kW. If the incremental demand is consumed at the

customers average load factor of 52.055% [(380,000/730 hrs.)/1,000 kW], the

8 1t should be noted that high energy rates in initial blocks were reduced significantly for
these customers as well, so that small commercial and industrial customers could benefit
from lower usage charges.

44




10

11

12

13

14

I5

16

17

18

19

20

. ‘ ﬂ

effective price per kWh is 7.48 cents per kWh.” The demand charge in this case
increases the effective kWh charge by almost 100%. This results in a usage
charge for incremental consumption that is significantly above market price levels
for a customer in this class of service. As a remedy, Duquesne reduced the
demand rates in this rate class by 50% from $13.98 to $6.99. This results in an
incremental usage charge (combined demand and energy) that more closely
approximates market prices. At this rate, the effective price per kWh is now 5.64
¢/kWh, 25% lower than the current effective charge of 7.48 ¢/kWh.

Please describe how the four factors mentioned above are interrelated and the
tradeoffs Duquesne faced in setting usage rates.

Determining appropriate usage rate levels is not an exact science. On the one
hand, the more you lower usage rates, the greater customer load response you
achieve. On the other hand, the more you lower usage rates, the lower is the
contribution on each addi.tional kilowatt-hour you sell and the greater the foregone
lost revenue. Thus, there is a tradeoff between stimulating consumption and
reducing the contribution on increased sales. Duquesne’s primary objective was
to mitigate stranded costs to the maximum extent practicable. This net revenue
would be available to shorten the CTC recovery period for all customers in
Duquesne’s service area.

Have you reflected the results of your analysis in your rate redesign proposal?

7 The effective price per kWh is computed by dividing the demand charge rate of $13.98
by the associated monthly consumption, which is equal to the load factor (52.055 %)
times the number of hours in the month (730).
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Yes, by substantially reducing kWh and kW usage charges (approximately 50%)
for those classes where current rates are high relative to market value.

Did Duquesne consider lowering certain energy and demand charges by more or
less than 50%7?

Yes. However, this resulted in lower stranded cost mitigation due to the tradeoffs
just described. See Exhibit JAL-8.

Does this mitigation of stranded cost represent the total efficiency benefits to
society?

No, consumers who increase consumption above 1996 baseline levels will receive
a welfare gain due to the lower usage rates, as represented by areas 2 and 3 in the
graph. This welfare gain, attributable to customers who value electricity more
than the usage rates being charged, could be large. Preliminary estimates indicate
that this consumer benefit is worth another $15 million per year. As a result, the
efficiency gains from rate redesign could yield a total benefit to society of
approximately I$30 million (represented by the sum of areas 1 and 3 in the graph
above). About half of this figure is associated with the increase in consumer
welfare, while the other half represents stranded cost mitigation.

What about customers that reduce their consumption below 1996 levels?

While these customers could avoid variable CTC charges, they would still be
responsible for paying their fair share of stranded costs through the fixed,
customer-specific CTC. These amounts are truly non-bypassable, as the Act

allows, and are based on 1996 consumption levels in order to prevent gaming.
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Nevertheless, customers that reduce consumption will be able to benefit to the

extent that rate design allows the Company to mitigage stranded costs more

quickly.
C. Design of Duquesne’s Rates

Please turn to the design of rates for each of the unbundled services.

As I indicated earlier, current kWh and kW rates in many classes are significantly
above efficient price levels. Where this is the case usage sensitive rates were
reduced to “target” levels based on the stranded cost mitigation analysis just
described. These target levels represent the sum of the unbundled usage charges.
Target rate components were then functionally unbundled into distribution,
transmission, CGC and variable CTC components to recover the appropriate
amount of costs as indicated by the allocated cost of service study and market
valuation. The derivation of these unbundled rates is summarized in Exhibit

JAL-9.

1. Distribution Rate Desi

Could you please begin with distribution costs?

I will begin by developing the unbundled distribution charge for rate class RS.
Customers who take service under this tariff currently pay $6.38 /mo. and 11.66
¢/kWh for all consumption. Duquesne is proposing to reduce the delivered price
for power by 50% to 5.83 ¢/kWh under the redesigned and unbundled tariffs.

Backing out a CGC (market price of power) of 1.86 ¢/kWh, a customer will pay a
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target delivery charge (T,D, and CTC) equal to 3.97 ¢/kWh. The distribution
portion of this delivery rate is determined by taking the distribution-related
revenue requirements (net of current customer charges) and dividing by total
target usage revenues. This ratio is then applied to the delivery rate. For
example, the allocated cost of service indicates that RS is responsible for $83.6
million of distribution-related revenue requirements (net of current customer
charges). Meanwhile, the target delivery rate of 3.97 ¢/kWh will produce
revenues of $118.3 million based on 1996 test year sales of 2,977,269 MWH.
The ratio of these two dollar amounts (approximately 71%) is multiplied by 3.97
¢/kWh to determine the unbundled distribution charge of 2.81 ¢/kWh. This rate
when multiplied by the 1996 sales volume exactly recovers the allocated
distribution costs for RS, no more, no less.

Did you follow the same procedure for the other rate classes?

Yes, however the mechanics are more involved because other classes currently
either have seasonally differentiated rates, block structures, demand charges or a
combination of all three features. For example, residential RAE and RAH tariff
customers have rates that vary by season for consumption in excess of 500 kWh
per month. During the summer months, all consumption is priced at 11.66
¢/kWh, while in the winter only the first 500 kWh of consumption is priced at this
rate. Consumption in excess of 500 kWh is priced at 4.49 ¢/kWh.

Can you demonstrate how distribution rates were unbundled for rate class RAH?
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Yes. Rates were unbundled to preserve the seasonal blocking of the current
tariffs. Just like RS, RH customers face usage rates that are high. Therefore,
Duquesne has moved the summer kWh rate to 5.83 ¢/kWh (including the CGC) to
encourage more efficient consumption. The tﬁil block rate for usage in excess of
500 kWh during the winter has been maintained at 4.49 ¢/kWh including the CGC
(2.65 net of the CGC). During 1996, Duquesne billed 155,535 MWH at 11.66
¢/kWh and 153,666 at 4.49 ¢/kWh for usage in excess of 500 kWh during the
winter months. The results from the allocated cost of service study indicate that
RH 1s responsible for $8.1 million of distribution-related costs. Dividing the
distribution-related revenue requirements by the amount of revenue that would be
derived at the target rate ($10.3 million net of CGC and customer charge
revenues) yields a ratio of approximately 79%. This percentage is then applied to

the target rates.to determine the unbundled distribution charges shown below:

Block Target Rate Percent Distribution
(Net of CGC) :

17500 kWh 3.99 ¢/kWh 79% 3.16 ¢/kWh

> 500 kWh 2.65 ¢/kWh 79% 2.10 ¢/kWh

Do these unbundled rates recover the distribution-related revenue requirements for
class RH?
Yes. These rates when multiplied by the 1996 billing determinants collect the

exact amount assigned to rate class RH from the allocated cost of service study.
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Could you now describe how the distribution rates were unbundled for demand
metered customers?

Yes. I will demonstrate how this was done using information for rate class Gl..
The currently effective rate structure charges $5,527 per month for demand of 300
kW or less, $13.98 per kW for demand in excess of 300 kW per month, and 3.80
¢/kWh for all kWh consumption. Duquesne’s rate redesign reduces the usage
sensitive per kW charge 50% to $6.99 and maintains the kWh charge at 3.80
¢/kWh including the CGC. Backing out the unbundled market price credit of 1.85
¢/kWh results in a target delivery charge of 1.95 ¢/kWh. Finally, Duquesne is
retaining the monthly demand charge at $5,527. A comparison of the current and

proposed GL rate structures are shown below:

Block/Component Current Proposed
1°" 300 kW $5,527/mo. $5,527/mo.
> 300 kW $13.98/kW $6.99/kW
kWh 3.80 ¢/kWh 1.95 ¢/kWh plus
market price or CGC

Please explain how you unbundled the distribution charges for rate class GL.

As with the other classes, target delivery rates for each rate block were multiplied
by the respective billing determinants to determine the amount of revenue
recovery. Based on 1996 sales, these rate components recover $128.8 million
from GL customers. Distribution-related revenue requirements ($36.0 million)

are then divided by this amount to establish the percentage of distribution-related

50



10

11

13

14

15

16

17

costs recovered from each rate component. For rate class GL, that percentage is
equal to approximately 28%. Applying this percentage to the target delivery rate

components above yields the unbundled distribution-related rates by block and

type of charge:
Block Target Rate Percentage Distribution
(net of CGC)
17300 kW $5,527 28.0% $1,546.19
> 300 kW $£6.99/kW 28.0% $1.96/kW
kWh 1.95 ¢/kWh 28.0% 0.54 ¢/kWh

These unbundied rates exactly recover the allocated distribution-related revenue

requirement allocated to rate class GL.

2. Transmission Rate Design

Please now describe how transmission rates were set for the various classes?

The approach for transmission s the same as described above for distribution.
For rate class RS, the transmission-related revenue requirement, $13.4 million,
was divided by $118.3 million (the product of the target delivery rate of 3.97
¢/kWh and kWh sales for 1996) to determine the percentage of transmission-
related revenue requirements to total usage-related revenues. This percentage,
(about 11%) is then multiplied by the target delivery rate of 3.97 ¢/kWh in order
to establish the unbundled transmission charge of 0.45 ¢/kWh. This rate when
multiplied by the test year sales recovers the appropriate amount of transmission-

related costs from RS customers.
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Are the calculations more involved for the other classes?

Yes, as with distribution, but the approach employed is the same. For example,
the allocated cost of service study assigns $1.4 million of transmission-related
revenue requirements to rate class RH. From above we know that the amount of
revenues recovered under the target delivery rate generates usage-related revenue
of $10.3 million. The ratio of these two numbers (about 14%) multiplied times

the target rate levels produces the unbundied transmission rates by block as

depicted below:
Block Target Rate Percentage Transmission
(net of CGC)
19 500 3.99 ¢/kWh 14% 0.52 ¢/kWh
> 500 (Winter) 2.65 ¢/kWh 14% 0.35 ¢/kWh

How were transmission-related revenue requirements recovered from rate class
GL?

First, the share of transmission-related revenue requirements to total usage
revenues was computed. This ratio was then multiplied by the block-specific
target rate levels to determine the unbundled transmission rates by block and by
component. For transmission, the percentage is about 8%. This results in the

unbundled transmission rates depicted below:

Block Target Rate Percentage Transmission
(net of CGC)
1% 300 kW $5,527/mo. 8% $429.56/mo.
> 300 kW $13.98/kW 8% $0.54/kW
kWh 1.95 ¢/kWh 8% 0.15 ¢/kWh
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Is this rate design for transmission the same as discussed in FERC Order 888 and
included in the pro forma tariff?
Not exactly, but it is consistent with traditional ratemaking practices, including
those utilized by FERC. The primary difference is that it recognizes certain
limitations on the metering of customer demands of residential customers.
Please explain.'
FERC's pro forma tariff uses two basic methodologies for allocating costs and
designing rates. The first is the methodology applicable to network service.
Under the network tariff, the utility's test year transmission revenue requirement is
allocated on a rolling twelve-month basis among network customers on the basis
of their contribution to monthly coincident peak demands. In essence, this is a
direct allocation of costs that avoids the need to develop unit rates based on
current or forecast usage.

The second methodology is that for point-to-point transmission service.
For this service, the utility divides its test year transmission revenue requirement
by some measure of ceincident peak demand (annual CP, 4 CP or 12 CP). This
produces a unit rate per MW of demand. This rate is then billed to the customer,
on a take or pay basis, on the amount of its "reservation" of capacity.

Duquesne's proposed methodology is consistent with, but not the same as,
the FERC methodology.  For example, Duquesne is proposing to allocate

transmission costs to customer classes using class contributions to monthly
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coincident peak demands which is consistent with FERC use of CPs to allocate
costs to wholesale transmission customers. The only real difference is in the
design of the rates. With the exception of the rate redesign discussed previously,
Duquesne has designed customer transmission rates on a basis consistent with the
traditional methodologies used for these customers. For example, residential
customers are charged for transmission service on the basis of a per kWh charge,
rather than a kW charge, given that Duquesne at present has no demand meters
with which to measure their maximum hourly demands.
3. Ancilla ervices Rate Desi
Please explain the rate design for ancillary services.
I will discuss each service in turn, with certain of the services grouped together
for convenience. The first group of services is reactive power, frequency
regulation, and spinning reserve. Consistent with FERC Order No. 888, and as
described by Mr. Irvin, these services must be provided by Duquesne uniess, as to
the latter two services, dynamic scheduling is arranged. Given that the services
are a necessary adjunct to transmission service, and that most, if not all, customers
will be purchasing them from Duquesne, I have used the same rate design
methods for recovering the allocated costs of these services as I used to recover
the allocated cost of transmission service.

The remaining ancillary service rates for scheduling, energy imbalance
and supplemental reserves will be charged to suppliers who use these services.

The scheduling charge is a per unit charge applicable to all suppliers, as is the
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energy imbalance charges and supplemental reserve charge. Using a single per
unit supplier charge for these services is appropriate because of the nature of the
services. The scheduling charge will vary with the scheduling practices of each
supplier, not the characteristics of any customer class. The same is true for energy
imbalance charge. Finally, suppliers have the option of supplying or purchasing
supplemental reserves from the market. A unit charge applicable to any supplier
taking the service 1s therefore appropriate. The per MW rate for this service is
developed by dividing the annual revenue requirement (39.9 million) associated
with providing this service by the MW (74) of capacity associated with providing
it.

Does the provision of any of these ancillary services raise stranded cost issues?
Yes. The ability of electric suppliers to compete to provide supplemental reserve
service may cause Duquesne to fail to fully recover the revenue requirement
associated with the service. Duquesne has addressed this issue by recovering
these costs in the CTC. To ensure, however, that Duquesne does not overrecover
its revenue requirement associated with this service, Duquesne will flow through
to retail Choice Customers, on an annual basis, any revenues received from
electric retail suppliers that purchase this service from Duquesne (as opposed to
providing the service themselves). To the extent other ancillary services becomje

subject to competition, a similar approach to stranded cost recovery would be

adopted.
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4. Customer Generation Credit/Charge (“CGC")

Please summarize the purpose of the CGC.

The CGC represents the competitive market value of a customer’s electricity
consumption, that is, the portion of the customer bill that a customer can avoid
when selecting an alternative electricity supplier. Duguesne’s CGC will be based
on actual market price information each year and therefore will provide
consumers with the proper price signals. This allows customers to decide on the
basis of unbiased information whether or not to leave Duquesne for an alternative
supplier. If the CGC is set below the actual market price, customers will have an
artifical incentive to stay with Duquesne. This result, could hinder competition
and retard the development of a competitive retail electricity market. If the CGC
is set above the actual market price, customers will have an artificial incentive to
leave Duquesne for another supplier, exacerbating efforts to mitigate stranded
costs. This is because when customers leave, Duquesne will be unable to sell
power at a price above market. This is why it is important that the CGC be based
on actual “known and measurable” market evidence as opposed to
administratively determined market price forecasts. Duquesne’s proposal to base
its CGC on an annual competitive market sale of firm power will allow Duquesne
to determine a CGC and CTC that sends efficient price signals and is fair both to
customers and shareholders.

How is the CGC calculated?

The computation of the CGC involves four basic steps:
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1. Establish the market value through the RFP process,

2. Determine hourly market values from winning bid prices using hourly price
shapes,

3. Calculate the market value for each class using custorﬁer class load shapes,
and

4. Adjust the class-specific market values for transmission losses and
Pennsylvania gross receipts tax.

Why is it necessary to make adjustments for hourly price and customer class load

shapes?

The market value of the power contract may not provide an exact measure of the

market value -of the customer's consumption since the customer and bidder may

consume (take delivery of) electricity during different hours in the year.

Therefore, in order to use the RFP contract price to estimate the market price

associated with a specific customer class consumption pattern, it is first necessary

to disaggregate the contract price into hourly market prices. This is necessary

because classes consume power at different times in varying amounts during the

course of the year. And since market prices depend on time-of-use, the value

Duquesne will realize by selling power that is released by departing load will

differ based on the characteristics of that load. Accounting for the difference in

market values enables Duquesne to appropriately credit the RFP market price to

each class.

Could you provide an example?
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Yes. Power is generally more valuable during the peak hours (daytime) than at
night and is similarly more valuable during the summer months than in either the
fall or spring. Therefore, a rate class that consumes a relatively greater proportion
of its total requirements during peak ¢high cost} periods will receive a higher
credit than classes that do not. This higher market price credit is appropriate since
these customers are more expensive to serve, and this market-based approach will
ensure that customers in all classes will have an equal opportunity to participate in
competitive markets.

How is the hourly price shape information used?

The price shape defines the relationship of the price in each hour to the average

price for all hours in the year. When applied to the RFP contract price - along with

the contract minimum and maximum take provisions - the price shape gives a

market-based estimate of hourly market prices for the term of the contract. For

illustrative purposes, assume a simplified market where every hour has either "the

on-peak price” or "the off-peak price" and the competitive RFP contract reveals a

market price of $18 per MWH for a 1 MW contract:

o Further assume that the purchaser takes the maximum amount during on-peak
periods and the remainder during off-peak hours in order to satisfy the 75%
annual capacity factor requirement in the RFP and to maximize value.

¢ Also assume that the price shape data indicates that the relationship of on-peak

to off-peak prices is 1.1976 to 1.
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Given this information, the values for on- and off-peak prices can be determined

as follows:
Period Avg. MW RFP Ratio to Revealed Bid
Load® Hours | Purchaser | Off-Peak | Price in $/MWH
Load Price
(MWHs)
‘On-peak 1.000 4,160 4,160.0 1.1976:1 19.160
(5x16)
Off-Peak 0.524 4,600 2.410.4 1:1 15.998
Total 0.750 8,760 6,570.4 -- 18.000°
(Note: Bold numbers are given.)

How will Duquesne determine the hourly price shape for the year?

A. Duquesne's price shape data will be based on actual marginal cost data in each
hour for Duquésnc for the most recent calendar year. These historical figures will
be known and measurable. Mr. Karl explains how the price shape will be
determined in his testimony in greater detail. While price shapes could vary in the
future, Duquesne does not expect the hourly price pattern to change significantly,
particularly in the near term. Currently, Duquesne is using actual 1996 marginal
cost data. However, Duquesne will update these price shapes annually to reflect

significant changes in actual hourly price patterns.

8 Based on the RFP's annual 75% capacity factor and an hourly minimum take of 50% of
the contract amount.
? This represents the bid for a 75% capacity factor contract. A comparable market price
for a 100% baseload contract would be lower ($17.3/MWH).
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How are the customer class load shapes used?

The third step in computing a CGC is to apply the derived hourly market prices to
customer class load shape data. This results in a single ¢/kWh credit for each
customer class. In the above example, if residential customers consume 70
percent of their energy requirements during on-peak hours and 30 percent during
off-peak hours, the credit for residential customers would equal 1.821 cents per
kWh (70% * 1.9160 + 30% * 1.5998). By comparison, if industrial customers on
average consume 50 percent of their energy requirements during on-peak hours
and 50 percent during off-peak hours, the credit for that class would be 1.758
cents per kWh (50% * 1.9160 + 50% * 1.5998).

How are the customer class load shapes determined?

Due to the absence of hourly interval meters for all customers, Duquesne proposes
to employ hourly 1996 customer class load profiles based on sample metering
data. Hourly load profile meters have been collecting hourly load data on the
Duquesne system for several years from a sample of residential, commercial, and
industrial customers. The resulting load pfoﬁles are known and measurable and
will be used to calculate class-specific credits.

What other adjustments are made to calculate CGCs?

The customer class market credits are adjusted for transmission losses and
Pennsylvania gross receipts tax.

You mentioned an adjustment related to transmission losses. Would an

adjustment for embedded transmission costs also be appropriate?
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No. These embedded cost charges are unlike the costs associated with
transmission losses, which can be competitively supplied. Under Duquesne's
tariff, electric suppliers must only purchase or supply transmission losses not
transmission service in order to sell at retail. Embedded transmission costs will
be collected from retail customers through unbundled transmission rates.
Therefore, it is'appropriate to only credit transmission losses.

You have discussed transmission losses. Would a similar adjustment be made for
distribution losses?

No. The cost of distribution iosses is recovered as part of Duquesne's unbundled
distribution rate for all customers. Electric suppliers serving retail customers will
not be required to supply distribution losses.

Some parties have suggested that an adjustment should be made to reflect avoided
retail marketing costs. Do you agree with that suggestion?

No. Duquesne has no material "marketing" costs that it would avoid with a loss
of retail load. ‘Duquesne currently has an exclusive franchise to serve its electric
customers and thus does not "market" the sale of electricity to them in the manner
that will occur in a competitive market. In any event, if there were avoidable
marketing costs, a better approach would be to adjust the cost of service directly
as an offset to informational and educational costs incurred by Duguesne for
implementing retail choice, not through an ad hoc adjustment to market price.

Is there any evidence that electricity suppliers need such ad hoc adjustments to

wholesale market prices?

61



10

11

12

13

14

15

16

17

18

19

20

No, not that | am aware of. In fact, most market evidence that I have seen from
retail access pilots to date indicates that suppliers are more than willing to serve
retail customers at levels very close to (or even below) wholesale market prices.
For example, a report filed in the Massachusetts pilot shows that the weighted
average retail price offered to residential customers was 2.22 ¢/kWh. Meanwhile,
the wholesale market price for NEPOOL in 1996 was higher at 2.41 ¢/kWh (based
on reported data in Power Markets Week). See Exhibit JAL-10.

Do you make any other adjustments?

Yes. I adjust the credit for Pennsylvania gross receipts tax since suppliers will be
responsible for collecting this tax from their customers.

How will the CGC be applied to individual custormers?

The class-specific CGC will be multiplied by each customer's 1996 baseline
consumption. Thus, each customer electing retail choice will have a dollar credit
tailored to his or her historic baseline consumption. The size of the credit will
remain fixed during the rate year. The CGC will be recomputed each year based
on the results’ from the sale of firm power under Duquesne’s RFP process.
Therefore, if market prices increase over the transition period, the CGC will
increase and the related CTC will decrease. Sample pro-forma CGCs are shown
in Exhibit JAL-11 for each rate. class based on the most recent RFP sale of firm

power for deliveries in 1998.
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5. Competitive Transition Charges (CTCs)

You have dispussed the rate design for distribution, transmission, ancillary
services and CGCs. Please describe your rate design proposal for the CTC,

The Act provides Duquesne with a reasonable opportunity to recover the stranded
costs associated with the transition to competition by allowing the Company to
charge customers in its service area for CTC revenue requirements whether or not
they continue to tak-e electricity from Duquesne. CTC revenue requirements are
separately calculated and unbundled from other delivery costs. Duquesne is
proposing to recover CTC-related revenue requirements through two types of
charges: (i) rate class usage-sensitive CTCs (¢/kWh and $/kW) and (ii} customer-
specific CTCs ($/month). The total amount collected through the CTC is
calculated as a residual for each customer. The starting point is the customer’s
baseline level of consumption in 1996 priced at current rates. These baseline
revenues are reduced, for distribution and transmission charges (including certain
ancillary services), and reduced by the CGC. The remaining amount is collected
through CTCs. (This approach was illustrated graphically earlier in my testimony
on page 10.)

a) Class-Specific Competitive Transition Charges

Please describe how the class-specific usage-related CTCs were calculated.

The class-specific CTC charges (¢/kWh and $/kW) were calculated as a residual
from the target usage rates designed for each rate class. Total target usage rates

were designed to enhance stranded cost mitigation as discussed earlier in my
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testimony. These target rate levels (net of CGCs) are reduced by the usage rates
for distribution and transmission service. The remainder is the variabie or usage-
related CTC charge.

Can you illustrate this approach with some examples for the various rate classes?
Yes. For rate class RS, the class-specific CTC is computed by subtracting the
unbundled transmission a.nd distribution rates from the target delivery rate of 3.97
¢/kWh (net of the CGC). In this case the result is a class-specific CTC rate of

0.72 ¢/kWh as derived below:

Target rate Distribution rate | Transmission rate Variable
(net of CGC) CTC rate'”
3.97 ¢/kWh (2.81 ¢/kWh) (0.45 ¢/kWh) 0.72 ¢/kWh

T
Y Numbers may not add due to rounding.

How were these rates developed for rate class RH?
In the same fashion, by subtracting the unbundled transmission and distribution
rates from the target rate components. Set forth below are the variable CTC rates

for rate class RH:

Block Target rate | Distribution | Transmission Variable
(net of CGC) CTC rate”
1% 500 kWh 3.99 ¢/kWh | (3.16 ¢/kWh) | (0.52 ¢/kWh) | 0.30 ¢/kWh

> 500 kWh (Winter) | 2.65 ¢/kWh | (2.10 ¢/kWh) | (0.35 ¢/kWh) | 0.20 ¢/kWh

T
W Numbers may not add due to rounding,

Can you show the calculations for a rate class with demand meters, such as GL?

These are provided in the tabie below:
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Block Target rate Distribution | Transmission | Variable
(net of CGC) CTC rate”

T 300 kW | $5,527/mo. | ($1,546.19/mo.) | ($429.56/mo.) | $3,551.25
>300kW | $699KkW (31.96/kW) (0.54/kW) | $4.49/kW

KWh 1.5 ¢/kWh | (0.54 ¢/kWh) | (0.15 ¢/kWh) | 1.25 ¢/kWh

" Numbers may not add due to rounding,

Were the class-specific CTC rates developed similarly for the remaining rate
classes?

Yes, Exhibit JAL-9 shows the variable class-specific CTC rates and the data
supporting thes;e calculations.

b) Customer-Specific Competitive Transition Charges

Please describe how the customer-specific CTC is calculated?

The customer-specific charge is also computed as a residual component. It is
designed to insure that customers who remain as full requirements customers pay
no more than current rates assuming 1996 test year sales.'® The customer-specific
CTC is determined by subtracting the variable CTC charges at customer-specific
baseline usage levels from the total CTC-related revenue requirement discussed
above.

Please derive the customer-specific CTC charge for a typical RS customer?

I will do so for a customer with a monthly baseline consumption of 500 kWh. At

this consumption level the customer would pay the following monthly charges:

% Customers that can shop for electricity from alternative suppliers may pay less

in total if they can purchase electricity for less than the CGC.
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Customer charge $6.38/mo.
Energy charge (500kWh @ 11.66 ¢/kWh) $58.30
ECR credit (S00kWh @ .1831 ¢/kWh)  (80.92)
Total Bundled bill $63.76

The next step is to reduce the baseline bill by the sum of the transmission,
distribution, and class-specific variable CTC delivery charges derived earlier:

Total bundled bill $63.76
less: distribution customer charge ($6.38)
less: distribution charge @ 2.81 ¢/kWh ($14.03)
less: transmission charge @ 0.45 ¢/kWh ($2.25)

Less variable CTC @ 0.72 ¢/kWh {$3.58)
Generation-related cost $37.52

The final step is to compute the fixed CTC component by subtracting the

CGC from the generation-related cost:

Generation-related costs $37.52
CGC @ 1.856 ¢/kWh (£9.28)
Customer-specific CTC $28.24

In this example, I have used a CGC of 1.856 ¢/kWh based on the most recent
RFP. The actual CGC for rates effective January 1, 1999, will be determined
through a competitive solicitation prior to the start of the phase-in period.

Did you compute the customer-specific CTC for customers in the other rate

classes in the same way?
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Yes. Exhibit JAL-4 introduced earlier in my testimony provides sample
calculations of customer-specific CTCs for typical customers in all other rate
classes.

¢) Customer Baselines

You mention customer baseline information in your rate design proposal. Please
explain how you propose to establish these baselines.

Historical monthly billing records for 1996 will be used to establish baselines for
each existing premise in Duquesne’s service territory. This is consistent with the
cost of service study and the rate design. For those premises where monthly data
is unavailable,. missing data for those particular month(s) will be filled in with
premise-specific data using billing information from 1995. If this process fails to
produce a complete year of billing information, Duquesne will then estimate
missing monthly data for each premise by using the ratio of premise-specific to
class average data for the months data are available.

Will these baselines be re-computed over the transition period?

No. The baselines established for existing premises based on 1996 data will
remain fixed throughout the transition period. Fixing the baseline levels has
several advantages for customers. First, the benefits of lower charges for
incremental consumption will not be partially offset by increased customer-
specific CTCs that would otherwise result by re-computing baselines at higher
future sales levels. This will prevent dissuading customers from making socially

beneficial consumption decisions now. More importantly, all customers will be
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treated on a comparable basis thereby minimizing concerns that some individual
or customer group is being treated unfairly. Use of historical customer baselines
will prevent gaming and insure that all customers pay their fair share of stranded
costs consistent with the intent of the Act.

How will baselines be estimated for new premises that connect to the Duquesne
system during the transition period?

Duquesne will estimate customer baselines using the best customer usage
information available. Currently, based on existing procedures, Duquesne’s New
Business Managers and Account Representatives (reporting to Mr. Frank
Hoffiann, General Manager of Marketing) receive information provided by each
new customer regarding installation of new electrical equipment from which
expected billed demand is computed. Electrical energy consumption is then
computed based upon the estimated billed demand times the expected number of
hours the customer operates in the month. With this information customer-
specific CTCs can be established for each new premise. For existing Duquesne
customers that move into another premise during the transition period, the
Company will use the baseline established for that residence. For residential
customers moving into a new premise, the Company will use similar premises in
similar neighborhoods to determine a baseline proxy for the new premise. Once
12 months of billing history has been recorded, Duquesne will compare estimated
and actual consumption and make adjustments to the baseline levels if a

significant difference exists (either upward or downward).
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D. Customer Choice Options Under Duquesne’s Plan

What rate options will customers have under Duquesne’s restructured tariff
offerings?

A customer who is eligible to exercise choice of supplier will have the option of
contracting for electricity directly with a PaPUC-approved electricity supplier or
remaining as a Duquesne full requirements customer on an unbundled basis.
Customers that choose an alternative supplier will be responsible for paying
Duquesne delivery charges for distribution, transmission and CTC."" A customer
who initially decides to take power service from an alternative supplier will be
able to return to Duquesne’s full requirements service (under the rate cap
provisions of the Act) anytime after a 30 day notification period. However,
customers whc; return to Duquesne will be restricted from switching again to
another supplier within a 12 month period from the date of their return. This
restriction will also apply to new customers to insure that returning and new
customers are treated similarly, as the Act requires. This restriction is necessary
to protect the Company against opportunities for “gaming”. In the absence of this
safeguard, g@ing opportunities would be present for marketers to aggressively
encourage customers to take power from them during low cost periods and then
switch back to Duquesne during high cost periods. Since Duquesne’s rates would

be subject to the rate cap provisions of the Act, the Company would potentially be

! Duquene will also collect electricity charges for the supplier unless the

customer elects a separate bill.

69



10

11

12

13

14

15

16

17

18

19

20

unable to fully recover the costs incurred to supply service to these customers. In
the PECO restructuring case, the OCA objected to the one-year stay-out provision
and has suggested allowing utilities to charge returning customers a short-term
market price in order to avoid the “gaming” problem. This would be acceptable
to Duquesne only if the short-term market price was not subject to the rate cap
provisions in the Act. Otherwise, the OCA’s proposal would not solve the
problem.

What will customers who remain with Duquesne pay?

These customers would pay the delivery charges discussed above plus the CGC.
Please explain the relationship between the annual competitive bid solicitations
and the CGCs over time.

Duquesne will conduct a one year solicitation prior to the beginning of each year
during the transition period to determine the competitive market price. The
resulting market prices will then be the basis for setting CGCs for each year of the
transition period. As such, the CGCs will change during the transition period
based on the results from the annual solicitations. In addition, the CTCs will be
re-computed each year to insure that Duquesne remains within the confines of the
rate cap provisions of the Act. Therefore, if market prices rise over time, the
CTCs will fall and vice versa. Finally, the market prices from the RFP will be

used to establish Duquesne’s retail generation charges over the transition period.
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MARKET PRICES IN DUQUESNE’S MARKET

Please turn to the issue of market prices for electricity. What is the scope of your
testimony on this subject.

I discuss two issues relating to the market price of power. First, I discuss the
nature of the market in which Duquesne competes and in particular the difference
between power markets in ECAR and power markets in PJM. Second, I provide
public data on market prices and show that these data are consistent with the
market prices revealed in Duquesne's recent RFP.

Please turn to the first issue, markets for electricity, and explain why you are
discussing this issue.

I address this issue because of the Commission's preliminary ruling in the pilot
program orders. In those orders, the Commission set a single state-wide market
price of power: Duquesne is proposing here, however, to calculate CGCs on the
basis of market prices relevant to Duquesne, not all the other Pennsylvania
utilities.

The principal flaw in the Commission's approach in the pilot orders was its
recommendation that a single market price of power be used for all Pennsylvania
utilities, thereby failing to recognize that Pennsylvania utilities may face differing
market conditions. As [ show below, the market prices prevailing in western
Pennsylvania are materially lower than the market prices in eastern Pennsylvania.

The reason is that eastern Pennsylvania (consisting of service territories for
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Metropolitan Edison, Pennsylvania Electric, Pennsylvania Power & Light, and
PECO Energy) is located within PIM, an electricaily constrained regional market.
Please explain.
PJM is an electric "island," having only limited transmission import capability to
the west (ECAR) and to the north (New York). This is important because, during
certain hours of the year, PJM utilities cannot rely on the same low-cost sources
of power (principally coal-fired units) available to utilities in ECAR, including
Duquesne. Rather, during these hours PJM must operate gas-fired generating
units that have a higher marginal running cost. Hence, the market rate for power
in PJM will be higher in these hours than it is in ECAR.

More specifically, the peak load in PJM is approximately 50,000 MW, but
PJM's total transmission import capability is 5,000 MW or less. As a result, PJM,
unlike other regions of the country, cannot rely on its transmission ties to other
areas to import substantial amounts of energy for economic purposes, or in the
case of an emergency such as the unexpected outage of several large generating
units. Not only is the ECAR region much larger (85,000 MW), but ECAR has
strong transmission ties to neighboring regions. This, when coupled with other
factors, such as an excess of generating capacity over the amount needed to
reliably supply customers, has resulted in there being very little, if any, value to
"capacity” within ECAR today. This conclusion is supported by Mr. Irvin in his
testimony.

Please turn to the second issue, the presentation of public data on market prices.
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I present this public data because it is useful in confirming the prices produced in
Duquesne's recent RFP for the one-year sale of power. 12
The first such public data source I use is the FERC Form No. 714, which
provides data on a utility's "system lambda." System lambda refers to the incre-
mental cost to a utility of supplying the last megawatt of energy each hour of the
year. It thus répresents the "marginal" cost of supplying electricity t+o customers.
This marginal cost could represent the cost of producing energy from the utility's
own generation or the cost of purchasing power from others. I view this informa-
tion as particularly useful in estimating prices in a competitive market because, in
a competitive market, prices will be driven close to marginal cost. It is thus likely
that, at least in the near term, the market price of power will be close to each
utility's control area lambda as reported on the FERC Form No. 714.
Please explain what this data shows.
I will summarize system lambda data both for Duquesne and for PJM as a whole.
I provide the latter calculation for the purpose of illustrating the difference in
prices (costs) in the two market areas. The reason I have treated PJM as an entity
is because PIM operates economically as a single "control area" (which means all

generation within the pool is dispatched in economic merit order) and therefore

PIM reports a single pool-wide system lambda in its FERC Form 714. I have

2 As to the eight-year sale of power, however, there is no comparable public data

of which I am aware.
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taken the system lambda for each of the 8760 hours of the year and calculated a

numerical average price, which is as follows:

Year Duquesne PIM
1995 $17.56/ MWH $20.56/ MWH
1996 $17.99MWH [N/A]

This information corresponds, as one would expect, to public data on
actual market prices within the respective regions, including the results of
Duquesne's recent RFP. This close correlation suggests that short-term power
markets are workably competitive such that prices are being driven close to the
marginal cost of production, as economic theory would suggest. Indeed, the
FERC recently held that system lambda data is a good proxy for market clearing

prices. Ohio Edison et al., Docket No. EC97-5-000 (July 16, 1997).

What other data sources have you used?

The other source of data is Power Markets Week, which is published by McGraw-
Hill. According to the editors of Power Markets Week, the publication conducts
confidential surveys of buyers and sellers of the prices charged in wholesale
power transactions in different regions. Using this information, Power Markets

Week constructs a weekly weighted average power price index for peak periods

and a weekly price range for off peak periods for several regions of the country,

including ECAR and PJM. I have included data from the years
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1996 and 1997 in Exhibit JAL-13, the results of which are summarized in the following

the table:

ELECTRICITY PRICES IN ECAR AND PJM (§/MWH)

Price
ECAR PIM Difference
Jan-July 1997
On-Peak 21.17 24.56 16%
Off-Peak 13.60 16.55 17%
Witd. Average $17.47 $20.36 17%
1996
On-Peak 22.52 25.29 12%
Ofi-Peak 14.30 15.46 _&%
Wid. Average $18.20 $20.13 11%

VIL

As the table indicates, the weighted average market price of power in ECAR was
below $0.02/kWh ($20/MWH) in both years and for the year 1996 it was approxi-
mately $18/MWH. That data is consistent with the prices resuiting from the RFP

and the system lambda data. The Power Markets Week data also confirms the

proposition that power prices in PIM tend to be materially higher than in ECAR.

OTHER RATES AND RIDERS

A, Treatment of Supplemental and Back-Up Rates for Self-Generators

Does Duquesne plan to eliminate Rider 16 for backup or partial requirements
service for customers that have access to self-generation?
Yes, but only for new customers and existing retail customers that install self-

generation in the future.
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Please explain.

Existing customers with self-generation will continue to pay the current rates in
effect under the current rider provisions and charges. However, consistent with
the Act, Duquesne proposes to eliminate Rider 16 for existing retail customers
and new customers moving into its service territory that install new generating
capacity in the future. These changes will take place upon Commission approval.
Describe the requirements of the Act pertaining to customer self-generation.
Section 2808 (A) of the Act states that:

“If a customer installs on-site generation which operates in parallel with
other generation on the public utility’s system and which significantly reduces the
customer’s purchases of electricity through the transmission and distribution
network, the cgstomer’s fully allocated share of transition or stranded costs shall
be reco.vered from the customer through a competitive transition charge.”

This section of the Act is based on sound public policy principles by
effectively preventing such customers from bypassing their fully allocated share
of transition costs.

If kept in place, would Duquesne’s Rider 16 allow customers that install self-
generation in the future to bypass paying for their fair share of transition costs?

Yes. The prospect of uneconomic bypass arises because potential self-generation
projects “compete” not against the market price of power but rather against
Duquesne’s embedded cost tariffs, which are currently much higher than the

market price for power. .Duquesne’s current Rider 16 encourages inefficient by-
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pass because a customer installing self-generation equipment could avoid paying
for a large portion of fixed costs currently recovered through retail tariffs. This

sends an uneconomic price signal to potential self-generators as shown below:

Customers that install self-generation equipment would realize savings equal to

Uneconomic Bypass Of Stranded Costs

‘Market-
Price

U Customers Self-Generate

“Portionof Even When Their

- Price Costs Are Above Market
Sigrial

TR

S

: .:':&’: 5

Full Requirements Unavoidable Portion of Price Signal
Tariff Backup Rate

Conventional Rate Design
the difference between the total full requirements rate and the unavoidable charges
under Rider 16. This difference is the amount by which their utility bill would go
down if they decide to install self-generation equipment. If they can install and
operate self-generation equipment at a cost below this bill differential they will
have a financial incentive to self-generate. However, the problem with Rider 16
is that it may encourage some customers to install se!f-generation equipment even
when the cost of self-generation exceeds the market price of power. This

incentive to install self-generation raises the potential for inefficient entry into the
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generation market and could frustrate Company efforts to recover its stranded
costs over the transition period.

What are the implications of this?

Uneconomic bypass of Duquesne’s electric system will resuit in inefficient use of
society’s resou;rces, and unnecessarily shift costs from the customer who installs
self-generation to remaining customers and/or Duquesne shareholders.

How can this problem be solved?

The solution is found in the provisions of the Act by allowing utilities to assess a
Competitive Transition Charge against such customers. This can be accomplished
by redesigning rates for partial requirements service in the same manner
Duquesne redesigned rates for its other services.

How would charges be calculated for new self-generators?

Duquesne would use the same applicable tariff as the customer would have faced
prior to self-generation. Duquesne would calculate baseline revenues for existing
and new retail customers according to the appropriate full requirements tariff.
From this amount, we would subtract transmission and distribution charges, and a
competitive generation credit based on the results from the most recent RFP, in
order to determine a customer-specific CTC. The customer would be responsible
for the customer-specific CTC whether or not he chooses to install self-generation
in the future. When the self-generation customer purchases power from
Dugquesne, he will pay the market price of power and any related transmission and

distribution delivery charges.
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Will the use of these tariffs allow Duquesne to totally eliminate uneconomic price
signals to install self-generation?

No. To do this, Duquesne would have to increase the fixed charges contained in
the retail rates. As it is, customers considering self-generation will be able to
avoid paying Duquesne’s CGC, variable CTC, usage-related distribution and
transmission charges. The sum of these charges will clearly exceed market levels.
Will Duquesne’s proposal prevent customers from installing self-generation when
it is economic?

No. Uneconomic entry and the creation of stranded costs are discouraged, but
economic entry is not. Customers will continue to have the correct incentive to
install self-generation whenever the costs of self-generation are less than market
prices. Moreover, this is consistent with Duquesne’s resource planning criteria in
a competitive market. Duquesne would only consider development of new
generation resources if all the costs of such a facility could be recovered in the
competitive market. This is the same standard that should be applied to customer-
developed generation going forward. In addition, Duquesne’s proposal to lower
usage charges (emergy and/or demand related) closer to market levels will
encourage more efficient customer dispatch of self-generation units. Thus,
Duquesne’s revised tariff will not only improve efficiency with respect to
customer investment decisions, but also improve customer operating decisions.

Would the revised rider violate the total rate cap specified in the Act?
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No. The sum of all the charges would never exceed charges under the current
applicable full requirements tariff.

Can self-generation customers purchase back-up service from alternative
suppliers?

Yes. The new rider is designed to be competitively neutral. Customers could
choose to purchase backup supplies from either Duguesne or a competitive
supplier.

Why does Duquesne propose to “grandfather” existing customers with self-
generation on Rider 167

These customers chose to install self-generation based on the economics at the
time of their decisions. And while some of these decisions may have been
uneconomic measured by competitive power market standards, Duquesne
recognizes that it would be unfair to retroactively change the rules of the game.
Duquesne’s intent 1s to provide proper pricing signals for future decision-making
and not to pgnalize customers for decisions made under the old regulatory

environment.
B. Treatment of Service Rates and Other Riders

Are there some rates that you did not unbundle?
Yes, there are some rates which provide a service in addition to providing electric
service.

Rate SM provides a street lighting service to municipalities that do not

want to own and operate their own street lighting equipment. The major cost
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components of this rate are related to the cost of providing the lighting equipment
and its maintenance. Therefore, Duquesne will continue to provide this service
under a bundled rate.

Rate SH provides a lighting service for state highways that have: turned
ownership of the lighting system to Duquesne, where Duquesne is responsible for
future replacement and maintenance of the system. Similar to Rate SM, the major
cost components of this rate are related to the cost of replacing and maintaining
the lighting equipment. Therefore, Duquesne will continue to provide this service
under a bundled rate.

Rate SE provides street lighting energy to municipalities that have at least
15,000 street lamp installations, where the municipality owns and operates its own
street lamp installations. Currently the only customer is the City of Pittsburgh.
The kWh energy charge in this rate will be unbundled into its transmission,
distribution, generation CGC and CTC components. This will allow the city to
shop for its electricity supply like any other retail choice customer. Rate SE also
includes pricing for Special Facilities such as conduit, cable, ballasts, etc., that
were designed to directly recover their costs. Therefore, charges for Special
Facilities will remain bundled.

Rate PAL provides both a private area lighting service to residential,
commercial and industrial customers who do not want to own, install, and operate
their own lighting equipment, and unmetered energy to serve customers who want

to own, install, and maintain their own equipment. Duquesne will continue to
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provide the service for Company-owned and maintained equipment at the current
bundled prices since the major cost components of this service are related to the cost
of providing the lighting equipment and its maintenance, similar to Rate SM. For
customer-owned and maintained equipment the kWh energy charges of the rate will
be unbundled into their transmission, distribution, generation CGC and CTC
components, similar to Rate SE.

Does the unbundling of Duquesne's tariff impact any of the riders?

Yes, some ridelrs will be affected. Duquesne's current tariff has 20 riders. Ten of
the existing riders are related to the timing of payments and billing options for
customer convenience and are not related to rate unbundling. These riders will
remain largely unmodified except for references to renamed unbundled rates and the
applicability of the rider to Duquesne delivery charges. The riders (as they are
currently numbered) which fall into this category are as follows:

Rider No. 1 - Diréct Current Service

Rider No. 2 - Untransformed Service

Rider No. 3 - School and Governmental Service Discount Period

Rider No. 4 - HUD Financed Multi-Family Housing

Rider No. 6 - Temporary Service

Rider No. 11 - Street Railway Service

Rider No. 10 - State Tax Adjustment

Rider No. 12 - Billing Option for Volunteer Fire Companies and Non-Profit Senior

Citizen Centers
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Rider No. 17 - Emergency Energy Conservation

Rider No. 18 - Rate for Purchase of Electric Energy from Customer-Owned
Renewable Resources Generating Facilities.

Please describé the modifications that were made to the remaining riders.

Of the remaining ten riders, some were revised to reflect supplier choice and others
were deleted.

Rider No. 7, Interruptible Service will be revised to apply to existing full
requirements customers only. It is not meaningful for Duquesne to provide a
generation related discount for customers who purchase power supplied by others.
The customers' discounts from the current level of interruptible service will be
maintained if they take electricity from Duquesne. Customers that choose
alternative supplies can negotiate market based-discounts for interruptible service.

Rider No. 13, General Service Separately Metered Electric Space Heating
Service, Rider No. 14, Residential Service Separately Metered Electric Space and
Water Heating, and Rider 19 Off-Peak Water Heating Service were eliminated.
These riders provide pricing for incremental energy used for specific space and
water heating services to customers already taking the bulk of their service at full
service rates. Under Duquesne’s proposed rate redesign, customers will be able to
purchase incremental energy at market-based rates eliminating the need for these
riders. Existing customers taking service will continue to receive the benefits of the
riders at their baseline energy consumption through the customer-specific CTC

calculation.
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Rider 15, Energy Cost Rate, is affected only by variable generation costs
and was rolled into rates at a cost justified level, as described by Mr. Clayton. The
effect of the Energy Cost Rate roll-in will be captured in the fixed CTC calculations.
Do you still plan to have economic development riders as part of the tariff?

Yes. As explained in Mr. Hoffman’s testimony, Duquesne will provide rates to
encourage economic development at new service locations.  Economic
development at existing locations will be provided through Duquesne’s
redesigned and unbundled tariffs.

Would you please explain this in more detail.

Certainly. Rider No. 8, Industrial Economic Development Rider for Customers at
Existing Service Locations will be phased-out as existing contracts expire. The
rider will be unavailable to new customers after December 31, 1998. This should
have little customer impact because incremental usage above the baseline will be
priced at lower usage charges under Duquesne's unbundled rate design.
Customers who are taking service with the Rider No. 8 discount as of December
31, 1998 will continue to receive their discount according to the contract schedule
through the remainder of their 5 year contract. The discounts will be reflected in
calculating the customer’s fixed CTC.

Rider ﬁo. 9, Industrial Economic Development Rider for Customers at New
Service Locations, and Rider No. 20, Small Business Development Rider applied to
new locations, remain unchanged except for modifications in the tariff language to

reflect the fact that the discount will be recognized in calculating the customer-
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specific CTC. Industrial customers at new service locations will still be eligible for
the applicable economic development discounts regardless of the supplier.
Duquesne still believes that economic development is very important for its
customers and is consistent with the Act, the PaPUC guidelines, Governor Ridge's
expressed interest in economic development, and the PaPUC Working Group's
current approach to the transition into retail access.

Please explain the effect of the proposed modifications to existing customers on
Rider No. 5 Time of Day Discounts.

Rider No. 5 was revised to apply to existing customers as of December 31, 1998
who have changed their operations to benefit from Duquesne's on-peak and off-
peak period rate. Retaining the rider will ensure that these customers will not see
an increase in their bill. Rider No. 5 will not be available for new customers
because it was designed to encourage off-peak usage thereby relieving system
generation load (and costs) during peak periods. b It is not meaningful for
Duquesne to érovjde a generation discount for customers wﬁo purchase power
supplied by others. For customers desiring to revise their operating schedules
afier December 31, 1998, any benefits derived from off-peak operation wiil be
realized between the customer and the supplier.

Will customers taking service with Rider 5 on December 31, 1998 see an increase
on January 1, 19997

No. Their billing demand wiil continue to be established through the Rider No. 5

criteria, that is, the greater of on-peak demand or one-third off-peak demand.
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Existing Rider No. 5 customers, whether they choose a new supplier or receive
energy from the Company, will receive the same time of day discount at their
1996 usage level through the CTC calculation.

Will this customer receive any additional off-peak discounts on load levels which

exceed its baseline usage?

No. All existing discounts will be retained at the baseline usage level through the
CTC calculation. All incremental load will be delivered at the appropriate
delivery rate at the chosen supplier prices. The customer could benefit from
shifting load to off-peak periods if its supplier provides time of day discounts.
What modifications were made to accommodate the back-up power customers
currently billed under rider 167

Rider 16 was renumbered as Rider 10, Service to Non-Utility Generating
Facilities, and will remain largely unchanged for existing customers. The sole
change for existing customers will be a change from a bundled to an unbundled
bill for supplementary power. All other charges, terms and conditions for Firm
Back-up Power, Interruptible Back-up Power and Maintenance Power will be
unchanged and frozen for existing customers. The changes for new customers and
existing customers considering self-generation were discussed earlier in my

testimony.
C.  Appendix A Responses
What data items identified in Appendix A to the Commission’s order are you

sponsoring?
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I am sponsoring the responses to the following data requests:
s Al
e [1-118
o JI-J3
s KI-K2
e [12-13,L15
s M2
Does this conclude your testimony?

Yes, it does.
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1487%,15% 2.052. 711 1 864,237
3.925.170 34,760,712 4,420.049
20570 657 (49.912.976  17.454.808
14125 155 11052210 1084 737

20071170 201,746,407 22.747.974

0.0100
2.01%

0.0719

177.802.380
49.527.420
(0,802 .737}

152 625
42,811,829
12,507
1.708.825
4]
40,730,407
126334 940
13.475,998]
124.858.801
513.003
0.572.296
Tre4as
1.002.979
V.225.208
L312.223
115351675

317502
5008504
1,108,925
2022701

78415
1,107,378
1,907 uo7
210018

11,809,806

40.730.407
15050875
11.008 sOR
167.091.000

Q.0102
0.0417

0.0702

29,978,044
7.802.418
iL184.001)

18214)

6.631.022
58,803
259,005

o
8.314.175
27.4715926
{805,901
21,570,025
88,790
511552
134 597
173560
796240
93010
12928477

58 603
95.560
259.005%
446 300

111,567
194,019
334,804
Q1592
1,907,224

£.214,135
19.920427

1907224
20147835

0.00908
20120

00879

80,755,055
25500777
12.80%,101)

{22240
22.878.077
191,802
549,277

a
21,935.296
55,153,878
11,402,429}
52,791,448
220,904
1536.287
W4 T2
491767
741.938
823.006
49,702.7685

91602
q12.331
549,277
871332

goa.702
918,798
891.484
864 897
4,199.702

21,435,208
49,702,785

4350702
76.396,784

HNPS

0.0052
o.0032

aone

88,753,607

19,780,662

(2,057,193}
121 0p2)

17,102,807
148,774

L]

]
14.953.024
aB.9¥2.780

11,380,277
47,500,509
196,454
1.388.250
2975t
380978
859,019

211912
A3.950.379

HIB. 774
242265
™

287,111
428.077
720.190

aiaann
2.661.945

16.952.924
£3.850.079

2061545
03,566,340

aL

0.0200
o.0300

0.3126

27
220
a7y
i)
181
2
72
L
187
5
124}
ars
4
%5
5
?
1”2
bH
Hog

0,142
LR

0.1980

2,092,414
515,658
195,972}

16A2E
429,204
3.000
37,488
o
367,859
2,174,550
144,852}
2.121.704
a.608
59.845
13,045
10,025
9.
J2011
1972379

3080
8.018
REXLT
LLE1:1

#3045
297y
5,120
S BIS

149,743

307858
1.972.079
140 74%
2500981
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471,034
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41,168
Q
428203
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10.518
23.884
at.041
45.020
2.042,027

4.263
6.940
41,168
7007
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374
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n241

156.004
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o
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t 0
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Totel Herek Produetion Coat \WIOAT

Ha1 Production Ennigy Leas Loss 8 Ancllary
Taial Het Retod Produciion Cast

Het Raneabys Porom, Rag Fiedd. ©0l & Spinninp Pas,

Foual Bnply Service

Totsl Baslc Sarvice (0k\Wh}

1. Syatem Revsnuas
Qtter Revenuer
sdd; Q1083 Rsceints Tex
Tota) Rered 1) pramission Coad
Yexn: Tigparch Dut T Acgount H8Y
add: Schedubing Qui O Accoum 501
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K Oft-System Ravenues
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Totel
Ly

pAlithyl]
£45,943.890

170.272.18%
590,840,427

10421960
785,141,599

0.0033

39.392.812
2,294,574}
{8,240.8531

0AT.ag1

31.759.078

(828,836)
828,636
91.759.078

254.050.451
Q
14108007}
13521512
733,721,057

0
253.771.857

o958y

4021.67%
2104 040
0.913748%
441,239
NdLa.920
%0.362.797

0 g4y

19 396 232

FERC
JUAIS.

20027
796508

178021
552,405

1250
147532

4.058¢

Jo.784
2.024)
15,804)

e
29,874
1609}
L]
0424

Ta.218

[}
4,118
14004
N4 403

o
44 4073

Q0072

3,740
4831
u.002
S87
24814
47,000

00037

17,190

COST OF SERVICE STUOY

(1996
PA PUC

2un, BA BS A Ao GMH
23,241 547 29 9A0 10.049.444 492.090 A918510 582771
048,170,184 2040288 240,4B5.545  27.000.000 205,805,998 24,331,445
170,196,508 440079 95,640,323 3,913,170 J4.780,112 4,428,048
590.080,021 2,093,007 171902532 20,570,692 149,012,578 17,454,808
10104 475 53,298 4.518 05 Adeana 462 230
704.394.081 2587782 219,189,959 24,992.900 199.526.049  22,370.200
00033 0.6705 0.072¢ 6.0807 0.0720 ©.0691
39,250,049 110.599 8.571,079 054,518 10,977,564 1,019,785
12,252.450} 18,123} (527.858) 145,925] 590.852) (57,0591
16,240,909} 14,808 {1.482.501) (127,245} 11,897,104 156,095
BOA.II3 2582 401,440 2r.e18 158 200 28,213
91,779,402 91.084 1.962.100 709302 ©.305 987 627,314
827,027 2.991) 1200,976} 17.405) 1224.928) 121,725
627,827 200 200.970 17.40% 224,528 71725
81,729,402 21,084 7.802.100 709.362 8,305,887 827,914
254,204,208 948,131 111,530,157 6.801.597 80,552,504 5780878
o [ 1] [+ o L]
(14,104,400} 150.463} 5.442.784) 80,974} 12,584,297 1403.803)
12502208 5801 8 420292 2,435 Q48 Q02A75
252,687,752 952,599 111,950,180 B.810.da8 59,403.074 5711547
¢ 9 ¢ [} Q ¢
2520.487 253 #43598 111950480 B.810.950 9,400 374 8,717 547
0.00095 o039 0.0u08 00070 0.0M [T
4017929 4,079 1,158,904 1a8.029 1010.60 117.453
5082298 19718 1,457,141 179,050 1.J03.982 150744
0.904 409 ut.301 2564054 307,607 2,239.067 250,762
481,234 20T 27a.707 18.207 09,024 13.09%
L9 402 21084 18112190 108882 B005 0B} 422914
50,915 147 158701 13,423,408 1.951.203 12.948.891 1371, 128
o.0041 00045 00045 0.0044 00047 00042
10,428,022 84.01) 5.900.247 637.112 4.697.971 539,948

Gl

A2 511
170,324,192

490,730,402
115,354,074

2,200,881
159,870,759
0,.0554
8,055,478
1404.421)
11,202,375)
104,951
8,449,422
(£18,205)
174.90%
9.448.422
31,038,210
o
12.¢03.008)
1,805 480
20 470.622
o
30 670.622

Q8590

Hyag
1003929
1772209

Y071

10.011.097

Qoedh

492738

1tH

o0.1062
28,847,997

6,314,135
1¢.328477

fifia 434
24,905,028

0.0591

1.420.55%
1B1,781)
1226558

22913

1,130,092
(31,999}

91,108

1,440,092

4,497,491
'

204,830}
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4.525.845
o
4.675.045

00614
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1705400
298241
15.054
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L7615t

00039

817,552
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49,702,785
1745 042
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1817,375)
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L]
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o
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0
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SE M SH SI0NALS

a0z 29275 4430 42788
2504003 3,756,048 70.093 242,192
87,956 428,203 11,345 173.002
1,572,379 2,842,627 50,220 381.127
21144 21418 572 12961
2,581,381 3,295,047 62,145 546.480
00832 £.1648 0.0742 o.0070
11,068 04,342 1,008 78879
1,250 11,374) a7 15331
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340848 8907189 51071 295347
0 0 L] [
210,927} {472,457} 13,308} 00122}
51828 204,500 2.147 20.8%%
2981049 4.639.900 50528 209.430
a o L] o
2.601.949 6.639.300 56579 22.430
o.0903 0.1194 00006 40553
13.045 18518 Rl 2427
16.625 23 084 457 3190
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COST OF SERVICE STUDY Exhiblt JAL - § (A)
Page 10 of 10
(1996)
Tawel FERC PA FUC TRAFFIC
Lty JduAis Juas, a5 a3 ;3 Asom GMH aL =11 ] L HYPS AL SE =M &H SlONALS
Lane Enegy 1LAB8547 4,345 10,472,187 44,308 3.837,097 404,574 3,111,184 962,204 1,708,925 259.005 549,277 8 12 37.400 41.108 1,087 5,244
Qtons Recslpie Tax 795.801 Lol ] 795.200 2500 403,039 27,088 151,485 22,188 82,918 21,787 50,507 15.835 1 3,150 11,734 175 1972
Yot Distribution Cost 253771057 84 403 253,402,250 4435499 114850 180 8010980 53.400.074 14410 A4 4232 098 az2 2381949 £.839,360 50,528 axgic
Tolal 283.480.911 198,572 283,353,738 1,068,287 121,500,144 9.870,738 07,304,014 1841025 36,034 701 5523044 10.552,995 1014788 A D.082,439 2,777,183 53,340 281,764
W Q.0228 0.0082 6.0229 0.031% ©.0400 0.0320 0.0257 £.023) 0.0125% [X3F3] 0.0118 00063 05315 0.1077 0.2155 0.0007 0.0225
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Cost of Service Study Results (By FERC Account)
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COST OF SERYICE STupy Exhibic JAL - 1 (B)

Page 1 of 23
(By FERC Account - 13%6)

FERG Totar FERC PAPUC TRAFFIC
Acgy Description of Account vty Jusrs, JuRg, &A 1 &4 L] -] o B L hvpg & [ &M L] SIGNALS
ELECTRIC PLANY [N SERYICE
Intangibls Plant (P204)
304 Terad Orpanlastion 100,278
Prodyction 100 80,321 2] 50,283 Fit 17,043 FALES 15,584 1,765 11,829 2,082 4077 4718 Q 15y g 4 3%
Transmitslon " 1379 2 23717 L] 557 48 824 £ 30 il w 138 [} 1 1 1] 2
Distibution 112 3157 " 37,683 14 14,458 1181 o.548 1,165 505 017 2508 M4 ¢ 560 1,268 L] 8
302 Tola Frenchiser & Coasanty 8830
Productien 100 4109 4 4,106 i& 1.181 144 1,o0M 120 B4 140 39 b ri] 3 L] " o k]
Transmission 10t 142 -] 182 ] » 3 42 L] M 8 ki 13 [} 0 L) L] L]
(81 1 25589 1 2,558 [ 807 7 050 70 83 56 177 ] L] » 88 1 T
303 Total Mscelansous intangidde Plant 42903420
Pigtuction 100 26464875 26,624 28438848 93824 7477,105 524,644 #,581,505 774,387 5,188,771 et 2183454 108876 » 26,996 73585 1,956 15443
Transmission L] 1,043,852 83 4,042,648 2,838 1AW 21,262 273558 20417 205,117 37,064 136,581 62,485 0 579 634 17 o
Tstincton. 102 16,484,816 4,812 16,480,104 55,064 4,380,781 £61,098 4,188,019 508,980 2,M0484 356,517 1,135,905 154.728 23 245,754 552,044 31865 13,110
Tolal Intengible Plant 44,100,525 1,898 44,086,819 155,801 14118570 1513478 11,150,239 1,310,888 7,764,238 1,304,177 3,466,360 23098875 &0 14,085 627,800 5,954 28,41
Tots! intangitls Plant - Gless Percenizge 0% DOTER RIZEIN £.35031% J20100% J4319% 25.2837% 2.9725% 17.6050% 29573% Ta847% 52357% 0.0001% G.7122% FA230% 0.0103% 0.0540%
[intangibie Plant Eummary
Produtton 28,528,102 25,007 28503, 21% 21,052 71,465,309 418,300 S EIFAN I 5202408 08,831 2,180,767 2,074,702 3 87120 LI 1,862
Toanvenission 1.046,373 LLLY 1,045,388 2842 244,985 21314 274,222 28,402 215,841 37,658 138,914 83,087 ] 590 638 17
| Ofstnbutian 16472048 4824 18.520.226 3%.107 [ 210 o1l £92.064 4109 2% 0114 46,592 369.380 1.142,69¢ § 2 15350 553389 1815
Tatal 44,500,525 31,888 44,088,920 155804 14116578 1513478 LA e ) 110,868 1384300 1,304,177 3,468,350 2308975 80 4066 6218
Proquc¢tion Plant
A Stesm Produspon Pla
310 Lang & Land Rigits 32 8,026,780 7805 BO18.85% 12219 2M21380 2,08 2,085 771 7,847 4,532,553 272,041 812,257 811,036 1 1502 2253 5949 4192
1% Stuctores & improvemems 128,050,075
312 Boilar Plam Equpman 484,480,835
313 Engines sad Engine Orven Matort o
114 Tuthogensrators 15 768 804
1§ Aceassory Elvetic Equipment © TR FR.366
316 Misc Power Plant Equipmant 4,280,712
Totat AC 311.346 812,092,588 .
Energy Ar3 VER.B407H 150,427 168,765,845 443 497 38.361,260 4085683 34,372,010 4280458 36,325,008 5722558 18,703,670 14,507,870 167 378,228 415768 11,067 153,880
Demend k}] 673169517 654 604 672514912 245875 153,928,250 24565497 172,247,281 19.847.235 120,526.563 22,914,871 54,766,642 51,244,814 862 1L719.410 1,889,617 50,260 351.670
Tolsl Steam Producbon Plasy 840,120,340 820,836 833,288,562  2,8356p2 235602898 28944075 209.605.052 24 465578 166,386,214 28,800,470 71,097,760 66,362,810 1,041 2,118 280 2317968 §1,926 £00,851
B; byclesr Prodyction Plant
20 Land & Lend Rigls 2 #17.903 L2} 617,302 2.257 178.00% 22,549 155,024 18,380 12977 20,942 47,517 47,038 1 1578 173 46 323
329 Stuctwies & Improvemeny 2719.416,299
322 Reactol Pl Equipmunt 889,156.421
320 Twbogenrons Lig 728070
324 Accessory Elacirit Equipment 161,470,218
126 Mise Powst Plant Equipmenl 72890217
Tolal NG 321225 142,151,045
Eneigy 12 184,73 389 183,717 164,067,682 ELFEL]] 40675.744 4.222,108 35519 BEd 4423445 37,636,108 5911665 18,328,482 14.882470 173 390,963 429,643 1434 168019
Cemand 31 §MEE29.642 1.282.166 LM224TAIE 4016372 379,847,090 48,116,186 3 TABY 18070427 251,747 487 44,687,234 101,384,745 100,372,647 L84 3267805 3,701,289 9B.ad4 G9B.634
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FERC

AGCT Description of Actount
Tata Muctenr Production Plam
D: Other Production Flant
340 Lund & Land Rights
) Strucomas & Improvanmenis
342 F Preducis and A 1]
Y Prinve Havart
344 Generators
M5 Accetsory Eleciic Equipment
348 Weae Powsr Plant Equipment
Total AIC 341148
Enargy
Demund

Tolal Gther Production Plang

Production Plart« Enesgy Relstad
Prodytticn Piant- Demand Relsted
Total Praduttion Flant

Tols! Froduction Plant - Ciasa Percenisge

Transmission Plani

30 TeradLend and Lend Rights
Subslstions 350.1
Land & {wnd Rights 350 2
Transimitsion - BAKY & Over
Diewel Assighment

352 Struchosws wnd tmprovemems

353 Ststion Equipraumt
Tolal AIC 352-353
Gengesbon Slep-Up
Teenumission . 69KV & Over
Suhranimisslon . 11523
AN Other
Dwects

354 Tovers & Firtyrey

355 Pales & Fonwes

358 Qv Conduttor  Devites
Toral AT 354.358
Transmizsian - 69KV & Ovar
Duect Assignment

357 Underground Condud

358 Underground Condutton snd Devitss

359 Roags & Trada

Tetal Ternsmilssion Pland

Total Tranamisakon Plant « Cieas Percentage

ACIFR TS ST RN

Tolal
Aty

1,403,376,844

az 393,704
8,180,271

371,826

438,877

22,179,034

42,505,725
112 1,980,24%
az 40,576,483
42,009.4729

325,135.71}
2041,763,008
2,186,398,721

10a%

9,633,035
1 prictal

L] 0,404,640
6 125,220
8,073,681
124 857,72%
132931400
28812926
95.915,572
4,827,043

Q

3,673,655
86,832,752
5,853,323
43,875,560
116,261,815
108,130,532
7.138,093
34,250 %02
16,895,850
2079

@

@
_—— .

2185756

g%

FERC

JURlS,
A4 484
83y

1,874
408
41,786

Az 118
1984987
2.300.085

o.02T8%

218
9.250

28,117
91,584
4515
[}

1]

106,497
0
33,423
19,429
14
84,078

0.0942%

PARUEC
JURIB,

1,481,032.480
393,321

1,876,268
40,438,075
42,657,684

324,911,545
2.0%9,278,041
2.384,009.626

99.0024%

22,998

B,475385
126218

16.764,809
95,811,974
4822527

o
3.675,865

108,027,005
2120083
34,217 480
13677418
3,865

311,8925678

Yo.9058%

5,200,480
1438

5578
140,027
155,041
05,495

7,458,088
8,371,583

0.3538%

828
28,808
a

01,068
634088
13019

307 058
o
6,268
$3.185
»
847,900

G27I6%

COST OF SERVICE STUpY
(By FERC Account - 1996)

1] BH 98/GM aMH
420,700,852 52,360,820 375010393 43512484
113,420 14,307 101,324 11,888
480453 56,900 420,288 53,308
11,074,731 1,476,888 10,425,600 1,200,844
2,270,810 1,544,143 10,958,269 1,265,848
80,527,457 8,359,678 70320167 0357277
5HB,US4,892  74,490.362 ST5,M05612 80406318
668582338 92,840,059  505460,714  $9.243,608
28.2502% 1.5011% 251716% 29261%
54,139 4110 80,510 5,882
2,300.413 200.140 2575108 240,883
[ % 15,683 [1]
8,880,313 607,985 7,810,843 155400
N2DME 202,959 28,000,811 25146590
22,07 87,837 1,254,304 121209
[} L] ¢ [}
] 0 3 L
70,469,344 1,302 878 28.584.050 2.861.198
] o 105.26¢ [
8.307,245 122744 0284777 897,970
4583058 298,730 51232 495401
2366 283 3,762 11
00533 6.350.087 81,814,322 7,300,816
2rA128% 2.0000% 25 2069% 2.5308%

=N
209,403,831
76,170

452,822
1,737,648
8,285,341

74315908
319,738,279
464 055,188

19.8102X

47,854

2014070
0

§.151.253
20,476,954
47,824

[}

[

23,798,849
g
7.312,203
4,034 085
2,083
$4.334.635

20.6084%

1%
50.821,84
13,343

71,305
1373478
1,458,128

14,703,528
6,191,008
60,685,437

34183%

8,388

ISE405

1082704
3,804,223
173,671
[

°

4,100,015
[
1,267,048
10,050
522
11,324,525

3827a%

3
120,770,754

30.278

233,456
3116404
3310738

30205408
166,972 839
165,220,257

8.2504%

22,326

940,832
506,545

2891802
8,593,254
482,786

L
3.676,065

10,815,284
102283
3425696
1,889,920

1,389

40,240,332

130045%

tvee
5412185

20,871

160,774
3,084,908
3,265,704

28,685,214
156,390,484
185,071,708

az08%

18,261

TED, 180
[]

TAI0,402
7,889,951
3B0.613
[}

[}

0.977,130
]
o747
1,554,341
1142
24,789,158

79:05%

ah
2058
1

2
58
a1

343
2,017
3,258

a.po01%

o w

~
cowaw

D.0000%

3K
3,760,366

1,008

4,714
103,611
108,21
T74,45

5,213,820
5,997,965

0.2530%

129

Sat
0

16550
55,004
2,650
9

L]

92,886
0
19,674
10.954
8
173,008

0.0554%
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FERC
AECY

380

8

382

163

85

368
67

36

3

Daseription of Account

Distrtbutton Plant

Land & Land Righte
Production 38,1

Hetwork 380,
Subtranimdtaion 380.1
Distibetion 2801

Land Righix 3602
Structivey 8 Impiovemant
Station Equipment

Total Accounts 381-362
Transmission - 89KV & Ovar
Subtranymévsion - 11,623KV
Network

Primry 43 223KV

Primary . 4KV

Streel Lighting

Diratl Acsigment

Storage Bsttary Equipment
Poles, Towers, Fidtures
Cvhd Conductor & Devicas
Tolal Qverhead Lines 364363
Subbsramisyion1,52IKY
Primary . 13.220KV
Capueity

Cuslomar

Primary . 4KV

Capseity

Customer

Secondary

Capacny

Cuslomar

St#al Lighting

Undergraund Conduit
Untetgeaynd Lines

Taral Underground Lines 368 - 287
Subtransenis sion - 11.523KV
Nebwork

Capatry

Cuslopes

Primury . 13 223KV
Cupugaty

Cuslomer

Secondery

Caprony

Customer

Line Transtormers

Primary

Secandary Network

w
A @A~

Toln
fiting

5,802,261
375,655
511,441

3,195,008

2550,000

1,260,485

41,020,370
318,018,208
150,045,078

49,094,909

5,994,831

18,627,054

47,24791

48,602,397

377,449
60,251,265
0

215,020,447
168,933,238
380,950,081

74,805,625

44,073,208
46,748,815

60,787,545
G1 424,149

43,967,178
44,774,335
0,364,732
74.561,251
112,818,827
182,377,878
48,1623

76,507,601
22,267.897

18,290,382
5207667

12,681,657
3,674,336
150,448,402
26,227,095
20,524,775

FERC
JURIE,

aes5
9

3w

87418
921.658

ceoo0O

11015

L
-]

48577

o0 a0 OO oo

PAPUC
dugis,

375,290
511,441
3,192,308
2,550,890
2,269,485

88,007,573
BB.801,073
10,827,054
41957 854
44,602,397
377,448
69,251,265
0

4,724,810

44,073,200
48,748 6846

80,787,545
82.4724,057

42087176

44,774,265
9,384,732

45,102.761

78,883,601
22,287,957

18,288,282
£,287.659

12,681,657
3671330

20.227,08%
20621775

1312
L
12427

16,222
13,538

328,350
Mp 952
L]

212,292
279,092
0

[
0

200,873

262,990
195,252

as2728
260733

262477
152,125
[

187,245

Q?
[-]

199,195
2127

75,673
16,328

20697
[

COST QF SERVICE STUDY
(By FERC Account - 1996)

.13

108,220
0
980,084

1,200,650
1,087,807

25,897,293
27,800,339

o
22,750,38)
21,§32,069

0
285,348
[

22,540,857

20,741,778
4,136,357

28,807,098
45,718,000

20,701,201

34,015,355
0

14,767,808

[
0

8,812,074
3,879,880

6,068,255
2962939

h.618,207
9

13,700
0

528,091
167,885
140,400

3,280,474
3,020,748
Q

2,027,348
2,684,301
0
0
0

3018807

2,721,765
1.571,872

3,762,244
2,080,021

272449
1,803,048
o

1.942,124

0
[

1,132,680
178,135

TE4, 888
131,444

1,251,86%
[}

S8igM

667
104,270
250041
RT125
662,800

23,135,422
20,763,503

3,289,847
17,982,017
17,722,568

0
4,320,300
[

22,206,843

18,760,761
3.654,387

23,117,104
47462378

16,729,024
3,531,825
L]

14,214 673

15,685,875
300914

4.968.135
402804

4,822,751
269,501

7,602,232
4,183,984

SHH

134
19,584
124320
109,208
114

2803752
418,789

834,750
2,024,929
1,895,052

0
27,33
0

2,600,044

1,686,777
2318

2,802,319
Moz

1,083,084

219923
L]

4,820,189

2848318
XA )

182,208
6328

542,803
18.03%

865,823
780,802

E9,599

17,183,691
18,586,688
144981
1,244,518
1.226,218

0
17,218,625
o

15,432,489

159,069
4301t

1,500,483
50337

1,157,406
6,858
[

B9M.40)

42 343,555
1,430,887

481500
4,947

Nced
£70

532,222
11,297 076

12,732
47,001
114,698
$,752
8,004

3,048,800
3,236,343
1,528,008
125,589
113,348

0

248070
]

2,660.148

118,654
7312

160,894
9844
316,428

703
0

1,731,008

7,015,063
14E.835

43435
B35

N568
s

43,538
1,865,825

28,809
$9.260
205,767

s912812

0
46,122,540
]

4816393
0
1,308

0
1,748

3,100,475
89.924,760
56188
Rt

[
1]

0
2,379,087

HVPS

18,687
0

cao

8,843,227

o cooooaw

ooo 8o ©o0

o0 oo

coe oo

M D

128
13

107
108

"y

103
138

128
1B4

100

141
1]

1
[}
a4

12

280

0
8,441
10,346
9,188

279,811
21,12

°
tas 72
168,693
1y
il

L]

197,59

178,841
2800474

244,288
3.592.783

176,263
0
2.807,289

127,190

[
[

746173
304 202

51402
Ll

anges
0
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FERC
ACET

370
m
ar2
373

kL

0

I8t

I

b

W

384

WE

338

kg

Dascription of Account

Capucity
Cuslomat
Qirect Astipnment
Bervices
Copacly
Customer
Malers
Instatations on Cusl Pramises
Lasted Propenty on Customer Premive
Stres! Lights 8 Signal Systems
Totul Cistribution Plat

Tots! Qisirbution Plant - Gless Parcartage

General Plant

Lard & Land Rights
Producton

Transmisslon

Distrhetion

Structurns B inprsvemeris
Production

Transmission

Distobutian

Qifice Fumitre & Equipmem
Preduction

Transmission

Dixtibution

Trantpontation Equipment
Production

Tranimission

Divtrbuton

Stores Equipment
Ptoducion

Trmamission

Disinbutien

Tesls, Shop & Garege Equipment
Peoductien

Traasmiszion

Distrinsion

L aboratary Equipment
Praduction

Trensmixsion

Chiuibtion

FPawet Oparaied Equipmant
Producbon

Teanumiszion

Distribation

C ommunic sbon Equipmem

we
o
102

00
104
oz

100
101
02

100
10t
107

100
L1}
92

190
101
102

00
101
162

100
1M

Yolal
gty

69,410,043
15,991,398
19,796,001
37102430
2,803,840
45,108,630
$9,852.819
A8

0

22,510,688
1,200,226,730

0%

8,108,070
3,724,653
147,107
231,714
54,474,070
38,783,352
1.520.823
24,145,798
43,657,720
79,170,568
1954, 504
182318
15877412
10.152.772
400,451
8,324,180
109
1,408,155
§5 541
877,143
9830485
5613804
33,248
3.683,613
8,200,389
3783443
140,228
2354717
1,304,358
Ted 640
30,548
488 760
2097330

FERC
fULEN
37,327
35
L]
ae8n
kL]
5108
0
L]
L]
359,997

bow%

2839
878
17,025
1,440
1049
28,562
+,088
5327
2,807
LI
1,374
256
£.770
720
1075
3682
e
113
766

uy

PAPULC
YRS,

88,372,718
21,691,384
10,790,081

11,508 543
45,188,641
§9.847,810

LrA A

14
22,510,688
+.332,205.738

F8.9708%

3726014
146,908
IS

38,725,527
1,527.483
24,138,750

20,242,004
1,153,418
19,227,294

10,142,085
400,614
8,322,344

1408785
55,480
ar8.807

5.907.954
233,028
3682538

778,761
148,067
2.356.020

783,833
30,029
498 67

Ba

252,943
92,002
1]

48,602
222,304
144779

0

[
4
4,414,052

0.3571%

13,184
400
LRIt

137,123
4453
6,388

103,550
3138
85218

35,947
1,088
22,80

4982
51
ann

20921
83
13,178
13,385
405
B430
2.776
B

4748

COST ©F SERVICE STUDY
(By FERC Account - 1936)

L)

M, 114,787
17,145,013
2,881,678

6,732,577
39,079,744
15,388,083

0

[}

0
475,648,508
ELE 51

1,083,745
3442
988473

10,951,871
357,983
2318702

£.263,859
270,301
7,035,189

2,808,473
92787
2440222

/7848
13.004
338.450

1,670,785
54610
1421341

1,080,942

221,608
7,246
18860

.o}

1,730,463
781,354
183,089

bl
1,740,853
1,485,534
¢

]
9
42,042 589

J.4002%
130,577

1,357,428
143
823,187

1,024,760
23517
621,581

355,456
8,157
215,801

481048
110
26,803

207,040
4,751
125,680

132481
3,040
60,344

21471
a3
16,663

T

13,093,482
1,734,568
5,025,218

2550.720
3842727
27 426,154
4584

0

312,302,818

234052%

#30.014
36,552

0,10

#,757,361
400,883
4,134,270

1,267,873
302,558
4,832,050

2555816

1,489,555
65127
235528

652,354

39208
£680.229

124,170

S

1,524,140
10,018
1,242,730

354501
245,623
1,807,818
0

0

4
37,918,335
Jo748%

108,104
378
T1a%

1,134,261
38804
742,437

958,461
w08
560,621

287,082
10,135
184,457

1204
1,406
26870

173,040
5,002
113.2684

110,708
377
72485

22,060
93
15028

L

10,171,560
3417
9,831,158

1874004
T.760
2,849,314
13,826

0

L]
176,080,817
14.1978%

131382
30318
I2p.8a5

7,801,565
315,086
3,428,170

5,740,112
17318
2,588.643

1,890,877
82,528
e97.855

6,042
11,446
124,535

1159673
48,063
522,882

Ta 1,040
30,763
334,602

183,671
£.278
9,303

oL
1,603,540
M5
852,313
WEAN?
784
474,592
L]
[
o
28,820,438
2.1748%

1,326,020
55,459
525,128

1,000,541
A 47Y
398,520

347.047
14,52¢
137,540

48,134
2,015
19,076

202,142

29,229
5413
51,254

;821
1123
10.620

L
3,636,307
9
0
00814

0
308473
2.3t0

o

°
85,276,511
S.9148%

307,743
19,248
160,848

3,196,148
200,063
1,869,842

2.414,050
16).062
1,260,762

837,840
52,307
437,307

LALATL]
7,287
60.653

497,600
30,520
254,716

2,451
19.628
182,063

84,737
4950
33,797

HYPE
3,621,508
b
0
887,240

0
BB, 088
17,198
4

o
11,275,623

0f13%

284,809
14,801
21,242

2031611
121,404
120778

2,288,187
91,873
188,710

784,030
31,786
57,826

110,129
4410
8,070

462494
18,521
601

285846
11,849
215498

61,366
2458
4469

s =29%

coocood

1,748
0.0001%

- a
LZR-K-.3 tho o -1} L-E-F™ gQO rﬂg (7R

o=

8,740,788
18,384,898

1.4568%

8437
LH
3,635
#0.086
848
350,967
74,085
&40
271,914
25,600
22
84,201
3,563
M
LU H ]
14,854
128
54,818
BeT
9
25134
1,885
¥

7288
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0
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81,388
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COST OF SERVICE STUDY

Exhibit JAL - 1 {8)

Page 6 of 23
(By FERC Account - 1296)
FERC Totul FERC PAPUC TRAFFIC
acey Desgription of Agcount Wity JURIS, YRS RA 2] 8 L1 s Sk ou IS Hyps A 2E £ 1] BIGHALE
Producton 100 53,462,872 82,188 53,410,454 109,134 16,104,678 1,871,758 13457404 584,379 50,484,120 1,827,488 4,450,000 4,101,214 ] 135,200 148,673 3,855 1,08
Trenymiaion 101 2,108,688 1,980 2,108,712 5,727 403,704 47,953 552,613 53,367 34,680 76,490 215014 157,441 1 1,188 1,285 kY N4
Cistributipn 02 33,302,014 810 13,7002 19,118 128490758 1.035397 8480428 1,023,073 4,728,550 124,250 2302179 FLTR Y ¥ 408408 LA1524 180 24,492
398 Misc Equpmant PEFETT
Protuction 100 240.001 254 260,807 820 73,476 9,108 85,461 7810 50,098 2090 21456 20,338 ] 858 123 19 152
Transmisslon 101 10,257 ® 10,247 b 2401 208 2,860 280 2414 72 442 214 L] [ 7
Distribution 102 141,963 47 181,048 [1,-] 82508 5521 41,185 4,961 22,698 3N 14,202 1,491 [} 2415 5425 2 A1)
399 Othwr Taagribls Proparty L]
Praduction 100 1 [ [} [ [ o 0 0 0 L] 0 0 ° ] (1] o [
Transmisalon 104 ] 3 [ [ ¢ [ [ [ ] L3 0 [ 4 [ [ [ ¢
Disribution 102 L 0 [ 0 ] [ L) 0 & 9 0 o ) [ ] 0
Totsl Ganssal Plant 245,243,058 176,263 245,087,608 880,413 7R502640  BAIBABL L008,715 7,280,765 42,477,008 7,252,556 §,287,628 12,840,281 335 1748522 3491210 32,585 167,800
Tolsl General & [rtangible Piant 269,344,862 207,95 200,130524 1022216 2SI SRTBNEY THISENM  B830,0% 50,541,338 B85, 732 TR755.906 15140237 385 2080587 4419010 w0 85,07
Total Electric Plant In Service 4,201,155,890 FRTINIEY 4197964576 14,652,750  1,300,109,501 141,180,648  1082,034,908 1236684,380 V54,423 974 127,500.73%  M4118088 236,288,025 5493 20808547 52,187,874 507,680 2,685,781
Tolut Gen, § intangibie Plark - Clasi Percentage 100% 0.0719% §R.9201%  0.353% 320100% 14019% 252897% 2.0725% 17.8058% 29571% T8647% S235T%  DO000I% 0TI 14Z30%  0013IX 0.0041K
Total Etectnc Plant in Sernvice - Giats Pascantege S00% 0075 SO.P24B% 048K 21.1852% 3.3505% 25.3248% 25436% 17.9573% 20370% 21210% 56243%  pO0OT%  04IN% 1.2422%  00I2(%  00639%
General PIan| Summary
|P1oducton 147,520,897 143,856 147,30 S21.911 41661570 5165075 ANANEA02  4398,088 26,530,681 5,042,807 12,471,780 14,537.965 203 T3 440,261 10,845 28,084
Transmissioh 5,818,308 5,481 5813425 15,804 100 10520 1,524,852 147,265 1,189,102 211,072 761,380 462,050 2 1% 3,546 (1) 3957
Distrbution 16.025 91,660.330 226.698 WASE02 2132881 202653 1204120 1.888.52¢ 8354400 940,247 10 1369.99) 3077404 21548 81,558
Totad 245,240,058 178,283 245,087,895 *  BEIALY 18502549 QA1G4R4 62006715  7.288,765 43,177,008 7.152,556 49,287,628 12,840,201 05 1748522 3481210 32,565 157,608
Total General & inangible Plant Summary
Produston 174 851,599 160,847 173,680,156 214,783 45476879 053,875 43813205 5,093,141 34,133,007 5,040,739 14,380,547 13,652,757 MO 24041 484,035 12,875 01,572
Tronsmission 6,865,279 6.467 6,858,812 10,845 1,607,354 139,842 1,789,174 173,748 1,414,923 248,028 998,203 545,137 2 3,807 4,163 i 4,688
. {Distmbution 31,849 JE7.605 &1 3536245 piA-LRYL 230745 15393418 2237.966 1497, 14¢ §91.343 154 181809 & 29.107
Totsl 209,344,483 207,959 89,136524 1,022,216 B2618.119  $.920.963 73158854  B.60067) 60,941,336 8,556,737 22,755,886 15,148,237 395 3080587 4,118,010 3408 185947
(Tanl Electele Plom in Service Summary {Extluging General R ntanginne Plani)
{Peoduction 2.366.398.721 2,308,085 2364099638 4371590 EBR.56233%  B2B45.039  S05660,714 69243608 484055 186 £0,889.437  §85230.257  185.071.708 3259  5997.865 6580691 175045 £2E0,845
Tepasmiation 312,186,756 204078 31, 892678 BAT.B00 73.091,533 6,359,087 81.814322 7.900,818 54,336 635 11,324,925 40,840,332 24,789,158 .50 173,068 120,218 5061 212303
Ditinbusan 1.20.225.730 298,992 L232.80670) 4411080  A75.046.59F 42042550  MINAHI6  D199335 175090817 76.820.438 05275811 11,275,823 1748 15394065  44,208045 189,165 WS
Totel 381,611,207 296%,15% 1808848052 13830535  LTTS0ATY WIS08EE EROFTIEBL  MIBO053757 703482638 119034000 321,362,000  221,136.76% 5088 24345860 49.068.564 46B,271 248983
Total Efecirlc P1ani In Service Bummary (Ingluding Genera! & tntangible Prang
Producten 2540.450,720 2478928 2SMLEINTAZ  BOBIME  NITTSANT  BBS42BNE  GI9ATIEIS  T4,336,747  4D,188,283 66,830,176 209598804 1B 684465 3488 6420,286 7084716 107,620  1.482407
Hransimisuon 39052005 300,545 398,751,491 856.548 74680884 Banbere 63513495  DO7456) 85,751,458 15,573,453 41,746,625 25,334,285 02 176,906 194,400 5112 218,874
| Eistroation L1646 534 191541 293 SILERLADE 45739604  JA0847497  ALZEION0 190404203 1794 12.202.26¢ L9041 20001245 449, 4 £80.322
_ Tatel 4,201,155,680 3171,113 4,107,984,5T8 14852750 1,310,139.5¢1 141,180,648 1,083934,908 173664388  TEL42),974  137.590.733 4118095 230206025 5483 26608547

108

ACCUNMYLATED DEPRECIATION (AZ18)

52187974 507,680 2,695,784
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COST OF SERVICE STyDY Exhiblt JAL - 1 (B]
Page 8 of 23
(By FERC Account - 1996)
Total FERC PAPUC TRAFFIC
Description of Account Wty YRS, JURIS, RA RS RH GBIGH GMH al SLH L HVPE al (14 M sH EIGNALE
IntangiBie Plani
Crpaniaetion L]
Preduction 100 ] [ [ [ 0 0 L} [3 [ [ [ [ [ 0 0 ] ¢
Transmission i ] 0 0 ] [] ] 0 [] -] 0 1] 1] -] ] o 0 ]
Distribution 192 ] 0 [ [ [ ¢ 0 [ [ (] [ [ [ [ 0 [ [
Franchises & Consabic 0 .
Preduction 100 0 ¢ 0 ] 0 0 [ [ [ ] o 0 [ [ [ o 0
Transassion o 0 o [] 1] [} 0 0 [ [] [ 0 ] 0 o -] L] ]
Disbibution 102 o 0 0 [} 0 0 ] L] o ] [} 0 ] [} [ 0 0
Miscalanaous Intangitle Plarnk L]
Production 100 0 ] 1] 0 ¢ 4 [} 0 ] 0 0 0 0 o 0 0 L]
Tiansmission 101 0 [ ] 0 [ [ ] 0 0 0 [ 0 [ ] ) [ [}
Distibation 02 0 0 0 [ ] 0 [ [ [ ¢ [ 0 0 ) [ ] [
Tols! Imungible Plust ] 0 [ [} ] 0 [ [ [ o 0 ) [ o [ 0 0

[Intanglele Piant Summary -

{Producton ] [ [ [ [ ] [ [ ] L3 [ [ 3 ) ] ] 0
Transrisaion L] o ] [ b 0 0 0 [ [ [ o 0 0 [1] 0 [}
Distnbuben 4 ] 9 ¢ 2 9 g ¢ '] ¢ '3 4 ¢ 2 ] 2 @

Totat ] 0 0 0 ] '] ] g [ ] (] 0 ] 0 0 ] 2]
Produgtion Plant
A; Stepm Prod Plant
Land & and Rights 12 [ 0 1] 1] L] L] L] ? L] ] [] [ L] 0

Stnctutes & Improvements 12 73,121,819) {71.448) UA05047Y) (255407 (Q0.600.705)  (2517,768) (18,244,892}  {2,12006n) (14,488,702 (2,507,774 (6,192,714} {5.778,138) H91  [184,345) (202 Sy (5.388) a8
Boiler Plant Equip 12 {210.167,215) {213,158) [AT.046.056;  (FA1.0360  (BLUG3A05)  (TS10774)  (SAAMISN  {B351995) 3221015 (7401000  (1BAT5BE7)  (17,228,880) 208)  (od0.920) {604,436) (18,078} (132521)
Engines snd Engins Driven Motors M2 L] 0 0 ] 0 0 0 [} ] ] [ 0 0 L 0 o °
Twbagensrsiors 1"z (64,854 044) (63,366) (64,700.670)  (226524)  (1B,IBZB51)  (2233,085)  (16,182.014)  (1.600,328) (12,048,827 {2.224,230) (BAVLE28) (5.124,826) €8)  (18350% (176,988 (47801  (39.396)
Accerspry Electis Equip 1e2 (40,861,416} 40,023 M0821.303) (143071} (10484177)  (1L410400)  (10,220481) {1,192.857) (8,115,240} {1404,810) (3,468,047) (3,238 308} (58) (103267}  (113.490) 4,018) (24,862)
Musc Powat Plant Equp 1z (14,257,747} {13,631) (14.243815) 148,800} {3,987,384) {490,532 {3.557.512 {415,137) (2,024,737) (486,983) {1,207.487) (1,126,660} (g (35,845} {39,503 (051} (8.661)
Toial Stearn Praduction Plant 311 - M6 {411,352,041) (401,320} [410.850,11) (143870 (115.329,011) (14,160.928)  {I02,638.232} (11,877,170}  (B.4R6.710) H4,107,704)  (34,837.654)  (32.505.400) I1558) (1,037,047  {1,139,710) ($0317)  (248,878)
B:tlyciear Producton Plant
Land & Land Rughts H [ o 0 ] o b o 9 o o 0 ] 0 4 0 ]
Struthary 8 \mprovemenis 1y {125.861.202) 0 125738.471)  (448.064) I5605.230)  (£.442629)  (31,819,017)  [).651.690) 24,555 434) {4.205,1561  (£0,247.350) (8.792.537) 05 (eosn {350,846y 8327} 171,854
Reactos Plont Equpmem 13 1334,530.435) (328.218) AM.712217) 15,390,051} (94.877,781)  (41,B06.486) [B4,674.788)  (6,813,025) 165,268,259) 111.416,603] (27,237,405 (26,02951% 64y (3aBb7) {832.015) 2AT9} D6
Tubogenaraten "3 {87.672.070) 65.298) 87.608.081) (240917 (19.182337) (2.306.67B) (17108200}  (L965.027)  (13.202.174) 2309.385) 5504715} (6.265.175) ©4)  (171,848) {186,533 (6015} (38686
Accesiory Ebecine Equpmen 1" {86.590.467) 84448 88545021} (308.293)  (M4.560.208)  (3056.775) 40024 (2540215  (16,895.496) 12,955.30%) (7,050,744) (6,737,007 120y (8528  (261,264) 6417} (+8.508)
Hist Povwer Plem Equipment "3 136.502,357) (35.585) 38 260,761} 129,248 (10.352,359)  (1,280,455) (8,228,174)  (1,070.725) 17,121,588 {1,265 684) (2,971,044 (2,840.00%; i51) (82,533} {101,695) {2,705 (20.867)
Votal Nuclest Progushon Plant 32 - 325 H43.070530} 1634,979) {650.520.55) (2318186 (154.677.902) (229B5.023) (164,023422) (10.500882) (27.043508)  (22.2220M)  (SIMNTAEE)  {SO.6E07N {503 (1650720} (1.814,152)  (40,25%F  (372.250)
D: Ciher Produtton Plan
tand & Land Rights 14 o 0 o o [ 0 ] ] [ ] [ ] ¢ ] ] 0 0
Strctutes L Improvaments 14 3.282.84T) {3.20% (3,298.514) (v1,888) (Bat.550) (118,400 (840,37 {97,070 (832,895} (414,822} (256,239 (252,760} [ 0.376) (2.206) [245) (1.787
Fusl Hotders, Products and Actesiones ti4 1.583.911) (1,542} (1,582,368} (5.724) 453317 157,005) {40+,805) #8.135 1305.194) $3,836) (124.813) {124,694} ) 4,033 (4,432) (148) @8ty
Prime Movels b4 1223,568) (218} 223,350 (808) (63,905} B.048 (57,110) 16507} 43.078) {7.508) 07817 17,177 ) (568) ©26) “n 121y
Generatoiy 1 (10.856.750) 110.569) (10,645,6814) Qe 11107.072) (380,715} 12,773,183) (320,328} {2.081.925) 1369.007) (855,475) (B34 008 13 {27,541} (3,378) (808} 15,096}
Accevsory Plectric Equipment 114 (1.919,778) {1.869) 11.917,810) 16.957) (548.443) 69.093) [480,401) (58,645} 1369.811) (65,254) (161,278) (147,495 3) (4,808} 6373 {1a3) 1,023

o
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Description of Account

Mizc Powar Plant Equiprurt

Total Othes Production Plart 341 - 348

Totel egduction Plask

Transmission Plant

Total Lund snd Lend Rights

Stycturas snd Impr
Stwtion Equipment
Towsrs | Famues
Poles & Fidurey

avements

Qvhd Conductor & Davices
Undargraund Condul

Undurground Conducton and Devices

Rosds & Trels
Total Teansmisala

Disttbution Plant

Luad & L and Rights

n Prant

Stnichaes L (mprovament

Sievon Equipment

Storoge Batlery Equipmant
Poles, Towers, Fortuies®
Ovhd Conduclor 8 Dmvices
Unduigeound Condut

Underground Linss.
Line Transformats.
Serdean

Helhis

Instaliations on Cust Premises

Lessed Property on Custornar Premiss

Sueet Lights & Signi

&l Systdms

Total Otstribution Plant

Lend & Land Rights
Produchon
Transmission
Disbibution
Stnuchuat & Improv
Praducton
Tranymis tion
Distningion

General Plant

9 MEE

Office Fymtue & Equipment

Praducbon
Transmssion
Distnbwbon

Teansponsion Equipment

Prodyclion

114

18
UL
"?
117
17

oo

100
1M
102

500
10
102

100

Total
Urltity

(1,128,485)
(19,001,810)
10,081,597,582)

1]
(1,080,150
(63,203,616)
@3,149,3%4)
(5,848,715)
{14,424,387)
(8,072,58%)
(7.918.705)
1

5,120
{1IT.890.602)

o
(13,507,343
{85,204 5873

9

(68,599,659)
160,080.427)

LX

(34,037 405)

(51,679,807}

119,088,087)

(25.120.056)
37.544

0
14,747,084}
(398,407,968}

o
Q
0

113,506,583)
{515.968)
{B.464,372}

(12,2006
(481,297}
(7.600.979)

(5,721,685)

FERC
P

(1,009)
{19.408)
11.055,408)

]
01,481

5)
1110.815)

0
8.674)
{42.73Y
]

(13,318)
[11.995)
8,192)
19,008)
112,784)
(2,501
12.151)

)

0

[
(t05.215)

0
Q
[1}

Rk 1]
1505)
12471)
(6.807)
1453y
(2.219)

5.583)

PAPUC
PLLIN

(1,127,368)
{18,08),311)
(1080471578

9
(1,958,286)
(63,243,008)
(23,322,848
(1,685,188)
{21.404,742)
(8,084,745)
7.010,976)

sun
V7.570,863)

[
(13,961,060
185,181,858)

o

(66,686,343}
(60,078,432)
(15,835,670}
(34,028,307]
(51,518,853}
(19,085 658)
(25,118,705)
27,544

[}
(14,747,084)
£68,302,753)

g
0
o

13,575,334)
(535,463)
(BAG1.901)

{$2.190.608)
1480544}
£7,598,760}

(5,716,102

(8.019)
(4,887}
{3.823.657)

1]

(5.387)
{14581
(81.65)

+4)
(348,349

o
(45,508)
@ g
L)

P18.159
(284,827)
134707
{74,580)
1160,9840)
(92,448}
(60,069
o

o

o
(1,364,487

Q
[}
Q

(48.072)
{1,456}
130.278)
143,189)
{190n
@118

{20.247)

COST @OF SERVICE STUDY
(By FERC Account - 1896)

B8

(322.4074)
(5.438,341)
(305.445,345)

[
{462,826)
(12,579,174
{6,315.955)
(370,462)
(4,877,887)
(1,657.634)
(1.620,810)

{124
{Z7.493,701}

0

(3,631,344

@3350.179)
0

(35.820.767)
(32,276,633

(3,050,084}
(8.565,984)
(20,641,260
{15.371,364)
£10,690,502)

o

14
0
(¥51,298,866)

[
[
o

3,930.208)
(125.485)
13,266.022)
3,447,585
1112.885)
12032878

(1,616,567}

(40,614)
(683,873)
97,832,024}

o

40,249)
{804,323
82457
(33,014)
(424,80)
{17¢.344)
(167,008
eey
(2,981,998}

e
1471,526)
£.019.007
[}
(2.017,028)
(2 T18047)
52,443
157235
(1,342,702)
724.084)
(400,828)
L)

0

-]
{12,883.521)

0
0

0
MTET4E)
(10.917)
1206,563)
“Inn
18,504)
[#59.129)

(700.320)

g8/am

(188,248)
{4,853, 849}
(272,116,803}

o
(517,086
(058218
(5,962,635)
(a25.023)
{5474,08%)
{2,168,328)
{2.148,812)
\!

1,588)
(30,770,993}

o
[3,458,748)

(22,445,084
0

(15,829,547
{14,080.924)
(5,060,765}
{10,B74,860)
(51,104,784}
(2.235,436)
{19.548,775)

4534

[

0
(96,1354.098]

]
o
[]

(3,420.488)
(448G
2,450,387y

(3.071.568)
128,139}
1991043}

{1.440,240)

GhH

{33,267)
(580,870}
94,830,732)

150,00
{12893
(574,027)
(41,016)
(527,254)
211,843
{07,008

(134}
@e71.,920

[}
(398,977}
{1554.50%

0
11,719,308)
(1,540,843

783,561
(1.705.218)
(1.801,86€)

(208,279)

{503.415)

0

0
0
arazoem

L
[
]

(297,614)
(13,564)
1160,263)

{352,080)
{12,981}
ne

(167423

sh

17.441)
(3881244
{212,201,660)

0
407,214)
(41.071,861)
(4,470,210)
(334,010}
(4,263,447)
(L7413
(1,894,550)
{1,093)
124,200,609}

[}
{2,393,049)
5321248
0

(2,353,814)
(3.021.576)
W8I
(8.910:803)
(10.523,000)
846.922)
{5,115,250)
13734

[

0

450,894 899

[
14
[}

12,684,748)
{110.454)
[+,201,754)

(2.392.838)
{99,196)
(o797

(1,122,030

oM

(38,356)
(BA5ATE)
96,075,815)

0

T
(1,549,745}
(823,805}
(56.790)
(755,705}
(303,344)
[267,561)

[A1:F4)
(4,258,819)

o
(308,624)

(1975085
o

$B34.520
(481,556)
(764,106)
{1.641,824)
(L84t 058y
{101,838}
(122.859)
[}

0
0
{2.850.365)

o
Qo
[

{484.452)
{18.441)
(184.085)
7112
{17,458)
{165.206)

195,562

L

95,925)
aAaT U
(89,352,158)

[
(243,504)
[8,820571)
(3,402,881)
57,159
(3,305,588)
407.402)
o201}

(E12)
{15,820.294)

]
{2.251,832)
{14,438,304)
¢

(830,721)
(748,408
1,021,323
(2.194,637)
QA TeS
(242,801)
[167,804)

2,203

]

a
115895599

0
]
0

{1.421,418)
(70.126)
(685.297)

1.006,761)
(82,976)
(625.595)

(472,084)

HVPR

(86,703}
455
(84,828,410)

0
(159,801)
w2658
(1,802,918)
{129.685)
(1,854,202)

(0.324.551)

[
(253,836
{1,523,056)
1]

0
[
o

]
41,226226)
(229,386}
1,306

12,013

3

0
13.367.540)

0
0
?

11,062,739
(42,556)
17,368

(454,395)
(3,217)
(69.459)

(447 472)

AL

2}
an
{1,498}

[
)
(19

118)
W13
0

(157)
{61y
[§E)}
[E3H]
68
)

]

[

[

]
15M)

[

Q

[
(19}
0}
(12)
a7
(0}
(11}
(L]

sE

2873
48,391
2.796,148)

(1,088
(20,780)
(12,590)
899
1,552
4.537)

(4.548)

]
(85,112}

]
(35,623

226.078)
0

(8,705,092)
15,536,135
147,143}
101,301}
80879}
(6.065}

o

[}

[}
{4,421,873)
[8.941.350)

[
o
o

(34.364)
29

1297
(+26,187)
[T TE

3

(26
(115318

t44.478)

Exhibit JAL - 1 {B)

8M

13.15)
(53,471
(3,007,084)

]
71,551

0
(44,335)
(203,680}
L]

(3,619,119}
3,260,502}
{80,760}
(195,044}
{751,740y
16,666)

[

[
(]

{10.325,21)
E5EY,UY

¢
I3

4
37,789)
(327)
(243.a54)
13034
1293
(254,540)

s

HER

Page 7 of 23

TRAFFIC

SH BIGHALG
{84) #1y
{1.414) {10319}
(79,897)  (B3Z,454)
[ [
03 {1,344}
[CERN (34,535
(368) {15,441)
(28} {1,102
39 (14,146}

{138} L}
(133} (5,579)
0 )
(1.904)  (79.958)
] U
919} (8.428)
(5,692) (41,145)
[] 0
(30,428) (95,568)
2,819) (86.090)
(LEST) {8,308)
Q.48 (13,554)
11,352 32217
(nm (1,260)
0 o
0 L

9 0

0 °
{B2481)  (282,632)
o [}

0 0

o o
11.00% {7,830}
i) (364]
{1.985) #6219
oy a2y
7] 127}
{1,792) 15,558
23 3,339}
b

)
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COST OF SERVICE STUOY

Exhibit JAL - 1 {B]}

Page B of 23
(By FERC Account - 1996)
Total FERE PAPUC TRAFFIC
Descriptien of Account Utkity JURIB, JURIE, BA 5] RH BIG| GMH Gl (1] L HVPB AL SE ) By SIGNALS
Tranuhitaloa o1 (225,817} {21%) {215,404) 01y {52,830 {6.597) (55,143} &T11) {48,508) (8,188) (28,528) {17,920 0] (125) (138) @) {153)
gmmcw 102 (3.564,06) (4,040) 024308 (12,740 (L375208)  (324,504) (905455 |1UB5ER) 0N ez A 3% [248.448) P2.598) [6)] (53,133 (1938 #38) 2,920
loret ont

Protucton 120 (520,001) (315} (520,414) 1.075) 40722 (16,563 (433.392) {15,508} {103,920) (8,114} 83,723 #1,445) 4] (1,341 (1424 (e (309)
Transtnisslon 10 {20.002) {20 {20,882) ] {4,894} [28) (5,478) (B29} 4.308) @58) (2,735) {1,680} @ 12 {13} (0 {14)
Distribution 102 330,098) {89 (330,000 {1.189) ($27,388) (15,253} (63,881) {10,150} {48,806} @A (22.828) {3,018). (0) ,021) {41,054) on 2an
Tooh, Shep & Gusge Equipment
Proguetion 100 {212,009 2.028) 2240193 7.521) (800.486) 4,430} (535171 a2 #1831} {11,878} HIEND 1168,278) ™ 18,330 [E3-1¥4] sn 1,244}
Transmhlon w (8,858) 79) (@3,779) (228) (10,6%4) 0,768} 21,970 2,122) (17,282 047} 007% (8.859) [ (48) 51) (1) ]
Distribution . 102 4,324,348} Psn (1.323,909} #.737) {511,007 (45,149} {1I5.453) (40,7211 (198.029) (18.802} {95,577} {12,108) n (10,743) {#44,350) 31t @74}
Laborstony Equipmant
Praduction 100 (5,333,738) 1,301 (L3437 {,718) 376,623) (40,8685) (35,728 39,021 (204,549) (45,581) 19839 (104,309) e 3375 A.700) #9) o
Tranemisskon 1H {62,606) {50) (52,559) (143} {12,317) 1,072) {43,748) {1,331 {10841} {1,908) (6,803} @177 o (28) (32) 3 (36}
Distribution 102 (830,708) 24y (830,548) 2970 £220.504) (29,323 1211,083) (26,545) (117,854 (19,066) 57 448} @588 o qras Q1ey (1) {834y
Power Dpeisted Equipment
Production 00 (514,404 502 513908 (1.820) (145,235} (18,010 (120.484) (15,050 100,876 $17,584) (@2,441) 0,231} (1} 01,3023 (1.430) (i3] 2on
Transmission W (20.269) (il {20,210) (55) (4,750} 1) 15,317 (518} (4,181) (738) (2,655) (tein) (] L] {12) L] 4
Dittnpution 102 320,424 (94} (320.20 {1, 148) 123,837 {10,824 (81.404) 0.85% (45,483) (6.269) (21167 2,090 ] I (16,730) 5 (239)
Commumication Equipmen
Praduclion 100 (28.835.909) 28.411) (20,804,858 {105,543) (8420,030)  (1,064,505) (7.500.681)  &7247T) (6850487 (1090800} (2481439 253,960 # O5aey) 82,085y zn  an
Tisosmisshon 104 (1.176,72%) {4,108) {1,376,046) (3.996) (275,504) (23,969} (308,383) 20,781} {242,504} 142,684} (153,870) (83,438) () {652} 717 (i9) (800)
D(wi;w‘on 102 118.583,881) 15425) (13,678,236) {88,471} @ 170.60% {633.548) 4,711,208) 571,412 (2,628,469} {404,161} {,285029) {169.916) (28]  (21.0409) {822,327} 4,357) (13,862)
Mitg Equipment
Producion 100 1101,842) 105 (101,743 (3650) 28,774} 3.566) 125,835 {2.980) (48,075} 481} 8.402) 7.88%) (] {258) 203 ® (59)
Tranymitsion 10t (4.017) (4} 4,013 ] (840} {62) 1,053 {102) (029) {146} 578) (318} ) 1) £43 (0} <]
Oivtbution 152 183,437 (15} (63,418) (227) {24471 16y {16,1149] (1.95%) 10.007} 1,380} 4367 1590} ) (B48) 2,424 (! [
Suwl;l (108,636,269 7e.708 VORSELAMY) (3630 OL0BAI5N (3762568 (7.720,092)  (3.250,688)  (19.302314) (3.242.254) 18,622,530) (65,740,237} (160)  (780.782) (L360.745) (14554}  (70458)
Crthar Tengln Pioparty
Production 160 [ ] ] [ ] [ ° [ 0 [ 0 ¢ ¢ [ 0 [ ]
Tramymitsion 11 [} 0 [ ] 0 L] 1] [] ] 0 o I [4 a 0 -] o
Distibuton 102 9 (] 0 L o L ] 0 L] (1] © o ¢ I 0 L °
Tolal Genersl Plant {109,638,268) {78,798) (100.557.471)  (387,330)  (35004,551) (3762408  (27.720.092) (LISH.ABF)  (18.302.314) (242254 (8.622.530) {5,740,237) {166 (780,782) (+.560,745) {14564y  {0.458)
Totel Accumulsied Depreciation (4,695.262.221) 11.360.037) (L692,912,184) (5,894,358  (519.332452) (56.881,232) (426,240.785) [49.2B1.615) (I06.568.281)  I52.327.854) (137,698,074)  (163.084.737) (2201 (N1 72a4%) (23222574 (1BO.02%) (1.08542%
RET PLAHY IN SERVICE 2,506.893.468 1821076 250402392 8759395 7690.907.098  84.20b416 637,194,121 TEIBLII 447 HMME84 5262879 WESIBHI 133,224,780 286 14882517  28.865.200 30764 1620350
Totsl Accumuisied Degr. - Class Percenfuge 6% CO7RE% 9P F204%  6.2477% 206343% 13553% 25.1726% 2.9070% 180351% 20867% 8.4187% £0794% 000NN O6PIS%R LISESK DO111%  00820%
NETPLANT it SERVICE - Cliss Pecortige toax F0727% $5.9273%  0.3495% 21.5579% 3.3600% 23 a278% 2.5683% 17.6713% 38034% 8.2413% 53104%  0O00I%  D5039% LI3SF%  00127%  00847%
Tolal Generat & tntanglbte Plant Accumutated Deprecistion Summasry
Producton {65.952,768) (64.355) (65888410 {233,320)  UBEINTH)  42300046) (V6601375  (1.920.856) (12933460} R2MAN) (5441387 (5,158,045} 1) {166,885) (183407} “.878 (38487
Transmission (2,601,341 (2.450) 12,550,890} 17.0€5) (608.046) _ (52.888) {641,128} (85.93%) (538,084} (84,360) (340,376} 208,659) {1} {1442) {1,585} 142} 11.765)
Dssirkibion 4t [OXT (ALOTEAEEL (140844 (SB5AIEE)  {Lw L10436587)  1L262.158) $93463) (2640763 Q75630 GB (612459 (LYLTSY) 0.637) {30202

Talal (500.626.269) (78.786) 1109.567.471) (7,00} (35.084.851) (3762568 (2772009 (250.888)  (19.302.314) 13 242.254) (8,622,530} (5.740,237) {160)  (780,7BZ)  (1.560.745) (14.554) {10.458)

| Totsl Plant Aceumutsted Deprecistion Summary (including General & intangible Plant

Rl L B PR )

o
W
(o]
(M
w
O
th
%)
w

TqTUXE
®

gr-T™L 3




COST OF SERVICE SThoy Exhiblt JAL - 1 (84
Page 2 of 23
{By FERC Account - 1996)
FERC Totat FERC PAPUC TRAPFIC
ACCT Description of Account Liliey JURIE, JURIS, ] BE BH a9icH oMY SL Gl 3 HVPg aL 38 L i) SIGRALE
|Production {1,147 .480,150) (H119.761) (LM4L380.380) (05083  AANTRRBN WADASLETL)  [ZRB7INEOR}  (DLE4B,587) (225135020  (0,1I0.04€) (34,760,551}  (86,797.455) (5TH 903,008 (3,190441) (24,005  (870.941)
Transminlon (+20,261,043) {112,088) (20478,874)  (26,008) (20,002,747} (2444,807) (31452722 Qe3TEY) (24730607 @353070)  (1596¢,881) {9.534,110) Py (88,554} {73,138 {1.646) B+.929)
Oistribution (421480120 (IL202 (421.372.820) (56.717.958 18,742,928} 13,743,412 443} (19.958597) | 312854}
Total (1,695,262,221) 1.350,037) {1.690,012,184)  {5,804,355) (510032407} (S8.981,232) (426.740,795) (49.281,645) (306509281} (52,320,854} (13T599.8M4} (103,081,737 Q20N (MFH0A QA2TSM (HEEE) (0854
Tatal et Bisctle Plank ¥ Barvice Busmary Exciuging Oenerdd & Intangible Plant)
Pioduction 1,284,671,339 1,253,678 4203857660  ABATOE7  3SV138955 450010215 LGS0 37604874 251,050,826 43,013,822 105,680,008 100,442,207 1§77 3281717 357847 95.058 748481
Transmiation 94,498,154 13459 184,312,656 520,950 AS597,832 3,087,009 SHO43320 4,926,868 40,138,127 2,084,508 20 HE 46,484,201 58 101,987 19,867 3,157 132,444
{bistribusion 25477 JARSRE  RRLBALIN} LRl 10243008 22714920 104884 623663
Totat 2,326,185,255 1,601,818 2IMABIGD B35 7IZ2O2630 76132041 SO1,757,250 89041038 41838567t 69842400 192384958 123014298 A04E 13802717 26,407,034 204,898 1504888
Total et EBleciric Plant in Bervice Bummary dngiuding Ceneral & Intangibie Plant)
Production 1.392,976,568 1,359,180 1300GITANY 4030408  393A00,135 48009044 ISDTEALAY  ADFEEIB0 272053263 47800130 114,805,253 108.997,009 1820 8526289 BEM425 103,055 gi1,548
Transmission 196,760,083 187,476 498,672 647 540.539 40,596,138 4,053,043 £2,40,773  5434,604 41,014,858 7219174 25,776,804 15,803,185 33 110,351 121,265 3238 35,044
Distribution £84,159.808 274434 BI3800372 2200446 R05M0¢ 2144429 234276407 ) £.524.004 1308 14246807  24.960.eA0 212413 g13.468
Tolnl 2,505.88).488 1,821,078 2504072192  2765,085 790807080  @4,2594t8  6IT.104,120 74392774 447834804 75202878 206518413 133224288 3288 14gB2517 28985340 ETSA 1 803ER
dd )
165 A0%: Land/Plack Held For Future Use (P214)
Production 160 0 ¢ o ] 0 [ 0 0 0 [] [ ¢ [ 4 [4 ° [
Transmission ] [ 0 ] [ 0 ] [ [ 0 [ ) ) [ a [ L3 (3
Distatution 162 ? [ 2 ] ? ° g 9 0 2 [ ¢ 9 2 ¢ 2 '3
Tow g ¢ 9 9 0 e g 2 g 2 0 g g 2 ¢ 0 ¢
106 CWIP . Construgtion Work In Pragress (P116.1) q
Produchon 100 o ) [] 3 [3 o o [ [ [ [ 0 [ [ [ [ 0
Transminaion 0 0 0 L} [ ] ] 0 o ¢ 0 0 0 0 0 0 1] 1]
Distribution 102 9 2 ¢ ¢ ' 0 Q ] 9 2 ¢ g 2 [ [ [} g
. Tolal ° [ [l ] 2 ° g e 4 ] ¢ 2 [ [ g [ [
Qtdugums T -] Plant
Less: Atcum, Defatrad Income Taves (P273.277)
Imsngible Plard 9 ° © ] ] 0 [ ¢ ¢ 0 [ 1] 0 ¢ @ 0 )
Praguction Plant 00 {240,024.770) 1234.2101 (230.780.559)  (B4R1DY  (ST.E14.574)  (B402461H) (60.418,105)  ¢7,022.407) 47,069,303 (B704848)  (19,803.005) (19,771,897) (a3 (07357 (567.481) 07,758  (1a0,087%)
Transmission Plani 01 £23.087,76) 124,748) (22,068,127} {62.707) (5A05.508) (470,200 16.050.606) {594,308) (4,756,037) 1637.479} £2,020.952) (1.833,290) (2,802 114.069) (374} {15701}
Distbution Plast 102 (98,200.860) 128 2641 (99.261,976)  (356,148) (381636} (3.384.981)  (25225023) (3053007 (14007123 12.159,389) (6,865,805} (807,884) (141) (1480736} (3.325.040) 22,282 (72,985
Genersl Plapt 25,785,908
Producbon 10 (15,469,733 t15,024) [45.:484,609) 154,833 14,379,164 (542,655) (901530  @53,540) (3,038,526} 1529,020) (1,278,798 1.212,206) 1 (39,220; 43,509 4.147) (8,045}
Tramymbssion 101 (811,048} (576) 610,778 (1.860) {142,633 {12,453} (160.215) (15472) (125.568) (22.476) [70.932) (49,544) 0) {238 @y (10} (415)
Disuduton 102 9,654,027} 12,81 (8,652,008 534 (324148} [2.452.824) L3877 1200.97%) (487.6¢5) 4 {an (atayy el .450
Tatst £386,189.514} 1303453 BT RELAST) {1,352008) {1VDIIREND) (VA142EA7F  (BBIDRIOS) (11426801}  (70460752) (1963488  (3LT18.25%)  (2Le6R.07F) 513 @J03862) (4373388 44,831 @245.32)
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COST OF SERVICE STUGY
(By FERC Account - 1996)

Exhifcie JAL - 1 {B)
Page 10 of 23

Tolat FERC PAPUC TRAFFIC
Description of Account gttty Rig, JURIS, BA :t4 BH Gaigm 113 9 uy k HVPE A, EE s By IGHALE
Rate Base Prior To Extracrdinary Adjustment 2,147,723 954 1,517,813 2018208341 1,400,380  o71,027418 71158470 55965818 62,950,173  3T3738dZ 63,200,382 174802457 110362211 2773 12690835 24592018 WIS LIE0N7
Tola d Deterrad income Taxes Bummary
Prothuction (255,624 503} [249,38) {255,276,167)  {PO3.966)  (F2.103730) (3,040,086)  (B4,310,008) (7476047 (50,108,430 BI35.488  RLODLABD) (19,084,100 52} (M8572)  (TI0SB4) {18801 (140,112
Yransmission (23,889.224) (22,324) (23,670,900} (84,387 (548,42}  (4B2741) (8.210,831) (586,779) (4,084,0268) (859,855) 2.100.044) [CCLERLY M {848 (36,6405 Ry LT
Ditbibuton (1L8024 JLICR TR TR b A L) MLOTE  (15407.909) (2362375 L83, 54 (L9ds070) Q25.545)
Total {368,189,514) {303,403} (67,866,051 (1.356,015) (110,776,602} (1142937}  (98.208,305) (19,426,601) (T0460,752)  {($1.963.498) [31.718255)  (22.862,011) 613} R840 (437328 (44,831) (245,321}
Hel Rare Base Prior To Extraordinary Adjusiment Bummary 5
1,137 452,006 1,408,834 1130342238 4028443 321486397  IR054970  208437,303  II0HAS 222044433 38,874,862 23,723,303 0,612,008 1660 2870891 3183601 84,153 662,434
175,060,060 185,151 174,095,718 478,172 41,047,498 3571202 ASB4B.853 4437027 28,130,830 6,350,5t% 22,078,020 12,621,351 ] 87,211 106824 2,842 159,227
205.215.01% 242631 o408030F  ZBOZ065 200493524 ILTWM0 20500500 IRILEI tigggeen 16,065 201 3 1521855 1485
Total 2,441,728 3% LR TTEY 20NV8,208341  7AUDIBD 879027418 71158470 GIBGESEIS  A2958173 877,373,842 63,205 30% 748021057 110,362,214 2773 12556635
dlustments To Ral ¢ For Ratemal
Add:
‘Reguislory Avsels 544,728,403
Protuetion 100 455,173,723 444,247 454820476 1.010,617 120,620,100 15.835408 154,568,737 13,321,844 25,260,023 15,562,397 ar.ss2.078 35,606,124 B27 1,152,015 1,268,063 33817 205,676 F
Transmissicn ] 32,470,071 30175 32.639,398 88,732 7,646,808 605475 8,685,529 926,618 6,732,783 1,195,063 4,274,755 2,684,472 [ 16,115 19,808 5% 217
Distrbution 102 56,844,591 18,584 56,827,997 203,374 293783 1030819 14441457 1747863 0,070,676 1,236,287 3,810,209 618,755 -] 847,442 1,903,603 13,328
Phithps 73,300,252 :
Production 100 78,390,752 78,500 78,322,752 277,382 22,160,284 2,744,805 19,734,358 2,284,054 15,374,238 2,876,608 6,440,202 B,131.462 108 198,379 218,010 6,700
Tisnsemitsion (1.1} 0 0 o ] ] o 0 [ L) [} L'} [} 9 L] 0 Q o
Ditiibution 102 [ [ 0 [ ] 0 ) [} 8 & L} ° [ 0 ] [ [
Brunst liisnd FLRE RS S
Prothicbon 100 29,758,583 28.082 28,730.501 101,739 8125202  10068%5 7238904 B41,509 5.639.608 963,040 2372707 2249,155 40 72370 79874 2127 16.762
Transmission 101 [ [ [ [ [ [ 0 o ] [] [ [ [ [ 0 []
Drstobution 102 [ 0 0 [ [ [ ] 0 [ [ [ o [ [ o ] 0
Wardch 15,204,014
Pradutton w0e 15284 514 14824 15 219,290 54.108 4,321,208 535464 3,848,678 447,547 2999,361 $22818 1,261,897 1,466,187 3] 38,702 42530 113 8626
Tranpmission tn [} ] -] L] 0 1] [} 1] L] Q 1] ] a [+ [} [ ]
Distnbubon 102 [ [ [] ] [ 0 [ 0 o 0 [] 0 ¢ 0 ¢ o ]
Defaceed Tones {485,985,044)
Producion 100 (383,559467 1374 268) (383.184.220)  {1.356.841) (I0D.0E7,38) (5S42081%  (S6547.458) (11.220377) (7S 218534 1131109800 (31,645,256)  28.907.407) (528)  (870545) (1088837  (28,372)  ([222.626)
Thinumivsion 1m0 (37.049.551 14 B0 Q7014651 (10082 18.674,322) (754,681) (2,700.521) {937,641 {71.635312) 11,343 91%) (4.847.778) 2,941,816} {11) 120,542} 122.575) 09) {25,196)
Disiribusion 102 {65372.547} 118.084) (52338513 (230845) (25.226,200) (7.278423)  (16.609,200)  (2.040.236) (6.282.175) [1.421.846) 4,520,752) (597,774} (BN (B74853) 2,198,354} (16,330) (48,063)
Working Cophal 89,040,000
Producion 190 63,580,000 62.050 83,527,950 224,862 17.966,182 2,228,324 16,008,628 1,860,718 12,470,012 2,173,666 5,245,463 4,872,267 LT} 160,505 170,836 4704 37,408
Yrensmission " 1.240 00¢ 1,168 1,230.832 3268 2600,M8 25258 324,965 3,382 55,544 4878 182,249 eadaz [ 08 448 n 843
Diseoaticn 102 5.110.000 1481 5,108,509 V828 1L 720 174,208 1,208,203 157,128 725,507 11,133 352348 £6,723 7 18180 174,12y 1,198 3,757
Tolsl el Adpssiment To Rite Rase 251,195 568 247 559 250.948.010 891,087 10,760.958 8.843818 51,189,481 7,357,509 48413847 6.622.482 20,618,680 10,878,197 349 £99.452 600,253 13,213 145,764
oo
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COST OF SERVICE STUDY Exhibiz JAL - 1 (8}
Page 11 of 23
(By FERC Account - 1996)
FERC Totm FERC PAPUC TRAFFIC
HCCT Description of Account Wity JURLE, JuRIg, RA ]S EH aajgM G Gl aLy b HYEE AL 14 L) L) B

Rete Beae Adjusted For Rutemsiing 2,588.910,62) 1,765,172 2,902,154,351 8201477 T41, 706376 00,000,007 802,176,298  ToMALTITH 18,767,788 71,021,074 195,420,840 130,240,409 3,923 13,198,087 25,192,760 02138 1,620.801
{Extr 35t dinary AdJustment SymmAtY
|Produttion 257 767,855 251,515 257,508,440 11,800 72824759 ©,074,261 84,601,833 1,542,300 60.546,814 6,810,852 21,206,180 20,158,777 285 652,223 766,795 10,067 16045
Transmission 3,138.380) (2,957 (9,138,423 8527) F35016) 83,048) {p22.733) {9,451 (846,975) {113,876) @015 Q48,262 m (1,741} 0,913 {64) 2.15%
Distribution (999} 1 (880.820) 435991y (4444} 1238.695) (382061 &) (14928 (L12]]

Tolal 261,105,589 247,659 250,848,010 81,097 70,708,050 9,643,808 83,149,481 1,357,598 49,413,847 8822402 20.018.69¢ 19,874,157 £ S89.452 880,253 18,13 5764
Het Rate Base After Extraardinary Adjustmenl Summary
|Produaction 1,295.210,01 1,381,348 1,393,046,678 4038311 34,311,158 40,879,239 350,319,138 40,833,513 273491247 47,685,475 114,989,523 109,071,893 1,523 3,530,915 3,880,494 103,220 82,649
Tratsmission 171,921,409 162,594 171,750,295 457,646 49312480 3,507,254 45,127,220 4,357,670 35.453,854 8,745,642 22,285,245 13,872,068 EQ 95470 104,952 2784 17,082
1Distrbution 901.766.013 410692 001,646,391 L890751 £9.148.080 A LIED  RENZ02 2120881 180128 580,869

Totel 183,906 1765472 23ET1M51 0WLAIT TALTEBAYS  BOO0O0T  £02,176286  TONATTY 426,787,709 71621874 18542040 130,740,408 3123 13.199,087 25,182,269 202,138 152080¢
Adjusied Return fof Ralemaking @9.75%
Peoduction Ptam 134,078,803 130,825 11,948,858 474,572 37.893302  4.697.285 31,781,788 3,824,101 28,202,508 4502574 11,050,483 10,481,788 195 339,30 72915 8919 76,118
Transmission Pla{ 15,621,855 15,587 169,505,068 A4 641 3,874,020 337,047 4,338,128 416,763 3408998 600 206 2,138 590 1311806 & 9,175 10,082 268 V4,253
Duttnpubon Plant 11,918,607 2251800 2852667 19.770.551 2414280 11.321.793 1728812 5.500.760 120429 n Needy 2037860 12687 s6.702

Total 227,653,166 165,633 227,483,533 298811 N286832 7,860,000 57,850,048  §7SV153 41,014,307 8,916,602 16,719,843 12516,163 309 1268336 2420877 28074 148,148

POWER PRODUCTION EXPENEE (PAZ0}
A:Bteam Pawer Generation

Gperatlon

500 Supenvition & Enginsenng 100 £,004, 647 5,859 5,998,788 24y 1,899,502 210,228 1,514,466 175,703 1,177,522 205,254 4BS410 469,612 [ 15,194 16,688 448 3,504
501 Fuel 12 158,405,163 155,816 166,249, 247 440395 30,737,304 4,020,007 23,027,232 4.212,851 35,749,364 5631857 18407 418 14278023 188 III5Y 409.16¢ 10.891 151,441
502 Steam Expense 1o B55058 8357 B.5B2.133 30.391 427,082 100,759 2,162,371 251,369 1,684,616 203,845 708,755 671,848 12 21,787 23,889 €35 5.013
§03  Swesm From Cthar Sorces o0 L] & 0 [ 0 3 ()] ] [’ ° 0 0 ] L} ¢ [} 3
S04 Steam Transfewed - Crada 12 ] & o [} 0 o ] 9 [ ¢ 0 1] ] o [ [ ]
505 Eleciic Exponses 100 2,104,674 2.054 2.102.820 TALE 554,69 73663 526,831 81,581 412,770 71,950 173,661 V64618 3 5,326 5.85) 158 1278
506 Wi Stesm Expense 100 6,759,721 6596 81508 23514 1502038 TI6 862 1,70153% 191 TG 4375595 .064 557,707 528 668 [] 17,165 18,798 500 39486
50T Rant 100 335478 327 335454 1,187 $4.76) 11,745 PAAIS 2018 65,768 11467 21.678 26,237 o B0 93 6 198
508 Aflowances 12 2,060.025 2062 2065963 [3:70] 592,105 £3.165 447274 55.701 472606 7A.A66 243.387 198,767 H 4,823 5410 144 2602
Tetal Operavon 192 260.429 161,196 182,087,233 530,398 45,872 405 4907158 40,264,149 4,064 620 45,686,331 6.519,704 70,614,017 16,327,702 200 437,485 480,754 12,785 167,328

Malntenance
510 Supepasion & Engenecnng 108 1.245.970 1216 1,244,754 4408 352,026 43822 32,8 36456 244,337 42580 12,709 97,445 1 3,153 3465 a2 R
B11 Stuctues o 980,939 918 960.001 3400 271,498 33,843 84 21118 168,442 32847 79.202 75,153 1 2432 2672 bl 561
512 Boder Equipment 00 +5,383.782 15021 15,370,711 54,458 4,349,222 530,946 86 450,440 3,018,751 526,198 1,270,055 5,203,820 7 38,652 42,808 1,139 9503
513 Elsetdsc Plam 100 4,024,680 3927 4020172 14,238 1,137,108 140,807 1,012,082 157,767 788.251 17514 132,055 314,764 13 10,184 11187 298 2348
514 MWuge Steam Plant 100 4,637,547 4575 4.633.002 18,406 1310253 162,363 1,187.345 135,700 08,432 159.523 182.618 362.604 13 11,735 12,886 M3 2708
Tolal Maintenant s 26,262,847 25877 26,237,320 82510 1420112 Q19482 4,510,847 168485 £350,213 397,153 2.068,808 2053077 50 66,455 7200 1,943 15,328
Totah Stearm Expenie 209,531,376 206.823 208,324,561 623,308 53392607 £.826.639 46,974,956 5730413 46,038 544 7417,427 272,780,825 58,381,769 228 503,840 £53,7¢6 14,738 182,655
Tatal Steam Espanie - Cleas Perientage 100% ooselxn $93008%  02980% Z560dr% 27901% 22.4785% 2.7493% 220775% 3.5570% 10 9244% S8149%  Q00OIX  0.2417% 0.2656%  C007I%  0.0BMX
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COST OF SERYICE STUDY Exhiblt JAL - 1 (B

Pege 12 of 23
(By FERC Account - 1996)

FERC Totsl FERC PAPUC TRAFFIC
AtcT Description of Account Uity JURIE, JURIS, EA 1.9 1) SHEW S o, SLH L HVEg AL SE 103 ] SIOHALS
B: Nutlear Power Generatton
Qperation
§17 Supandilon & Engineaiing 100 13576588 43,247 13282739 B0l 3,035,545 476,303 IS 397,240 2,862,278 484,081 1,526.078 1,060,763 ' 19 362 37.763 1004 7,822
518 Fual 12 258,740,509 26,880 25,715,149 72479 8,376,313 881,762 5,587,209 693,300 5,983,548 ¢16,678 3,028.451 2,349,845 27 81,281 87,340 1,192 24,624
519 Coolamty & Water 100 £50,850 545 658,111 [N 157,838 19859 140,623 18,547 109,553 18,0668 44,092 43881 1 1,414 1,654 49 328
520 Swam Expanies 100 BA55447 5313 545014 15,300 1,600,008 180,808 1373,224 159,631 1,069,823 158,481 450,088 a18.881 8 3504 95,534 A4 ER1
521 Stedm from Other Seaces 0 Q L.} 2 L] [} [} 0 [ 1] 0 L] L] 1} [ L) 9 ]
622 Steam Transfemed- Credk L] a [ ] (] o o [ (-] o ] L] L] 0 0 0 0 ]
523 Electie Expanses 100 128 447 128 126,321 458 8,673 4,632 32584 3,788 25,395 4,426 13540 10,124 [} 328 360 10 78
524 Misc Muclarr Power Expents w0 18,837,324 18,527 18,920,797 9,019 4,705,324 §92,068 4,263,398 465,604 3321444 cig0eh 1,307,403 1,324,637 3 42,858 47,101 1,253 9,864
£26 Ranit 108 48,323,420 A5,104 aB,178,018 18,529 13054491 1,818,20% 1,635,108 1,352 54 9,084,440 1,580,022 3813810 3,815,028 84 118,962 139,541 3419 26,874
i Total Cparation 106,820,768 08,5393 108,514,260 285,003 20.791,524 2563430 26,420,437 3118414 22,136.4668 3,759,824 867,413 8431708 141 270,909 07820 et 7a288
alntenance
528 Superdtion & Engieasting 100 3,205,442 326 L2528 11,854 a0 WEATE BI9AN 98,478 840,773 112,843 271,880 267,723 5 8,30 0,164 244 1.0
529 Stuctoies 09 1,641,883 1802 1,840,281 5,008 483,884 67,483 413,288 48,043 325,476 56,124 136463 128,408 H 4,155 4,568 121 858
530 Reaclor Plant Equipment 100 7,760,707 7678 TI631M 21454 2,192,845 274,701 1,953,485 227,087 1,524,880 265,280 640,202 606,951 11 19,637 21,502 ] 4,520
531 Elwctric Plem 100 33%4,820 244 3,321,585 11,782 39,389 1UB404 836,013 97,208 652, 153,851 274313 260078 5 BAN3 8,248 8 1,840
£32 Mise Nuclgar Plant 100 6020938 1421 2,843,114 AT 2,708,158 noeE 2,018,668 34,702 1,572,021 274,176 61,763 627,503 11 20,288 22,306 $03 4.661
Tetal Msintanance 24,043,690 23481 24,020,238 85,059 £.163,104 841,784 4,052,187 703,547 4,715,014 821,874 +,883.710 5,880,414 33 60,839 85,963 1,778 14,03
Total Milear Expensa 132,684,489 129,994 132,534,404 450742 36,684,627 4,405,214 32481,624 3,622,021 26,851,480 4561789 11,851,123 10.712,150 174 331,837 364,683 702 47319
Tolai Nuclear Expense - Class Proantege 00% P o 3 PRRO2OX D2I92N 2737585 JI208% 24 43400% 248:0% 202401% Q4537% 29332% 20745% 00015 825018 D274pX  DOOPI%  DO85EN
D; Other Paver Generstton .
Qperation
S4% Supwrivign b Enginaeing 100 18,232 28 28,208 9 744 L] 5.603 768 5,544 087 2454 2,082 [ [ 7 H 15
547 Fuet 2 201,637 20 201,438 560 40840 5,184 43,610 540 46,008 7,284 23570 18,407 o 480 527 14 165
548 Genmstion Expense 100 25,322 25 26,207 50 784 1y 8374 I 4968 066 2,089 (L) o = m 2 %
B4R Misc Powsr Prod Exp 100 120020 127 V10902 a8p 26,737 4552 EPRET] 3,005 25499 4445 10,728 16,168 [ 37 w2 10 e
550 Renit 100 0 [ [ o 0 0 [ [ ¢ ] 0 [ 0 ) ] 0
Tolsi Opasetion 383,220 m 282,847 1210 109,243 11,541 BRMT 10,744 61,697 13468 W2 2,608 0 840 1,032 27 a0t
Malntenance
551 Sugandvion & Engneering 100 AN 6 26,365 2] 7458 g2 6,643 2 5178 902 2,177 24084 L] 67 7 ? 15
552 Stuctures 100 32.128 n 3z.007 114 8,017 1,125 8.087 240 6.300 1088 2,659 2,513 [ a1 1"® 4 I
563 Gen & Elpcuic Plact 100 36,360 13 36345 119 10,278 1.274 157 1065 7,134 1244 3,002 2,445 [ 92 frsl 3 7
554 Misc Povet Exp 100 17,924 17 17.807 > 5084 278 4512 524 3514 813 1478 1,402 [] 45 50 1 10
Tott Mamerince 112,823 o 112,413 asp 1,876 3,950 28.398 2130 22126 2,857 £.308 2,824 [ 265 34 ] 3]
Tolsl Othet Power Production Evpense 496,041 48 495,555 1,609 133,419 15,489 1+ 1,117 14,046 103.822 17324 48.02¢ a1432 1 1,275 1,336 £ 287
E: Other Power Supply Expense
555 Purchesed Powss 2 32.268.274 32,568 A2 137,148 980,862 7,882.240 820,507 5678163 869,148 7.3785,752 1,961,956 3.301.780 2,945,920 M 76820 84,418 2,247 31,245
Entrgy Rehled [ [ ° 0 0 [ [ 0 0 0 0 [ 0 [ 0 [ ] 0
Demand Relsted L3 v ] 0 0 ] o '] ] 0 ] ] 0 L] o ] o o
556 Syslem Conbot & Load Dispaich 106 ¢ ] [] [] 3 o L] L] 9 1] L] b [} ] ] [} L]
557 Gthar Expence 109 VB85 53 82288 1,354 108,143 13,397 96321 14,497 75,040 13,080 31.674 29,627 1 068 1.064 28 F5]
Tolsl Othar Power Supply Expense 32,651,833 32.642 32,610,381 92215 8,100,153 BAZ.684 7,075 504 B8, 345 7,450,782 1,175,008 3.929,381 2975147 35 77,701 85.483 2,215 31488
Tots Powst Praduction Erpante 374,343,840 369,847 373.07399% 1,067,875 90,210,708 11,080,320 96549500 10448526 00,444,838 13,184 585 38508330 32,444,098 M8 BRI 1005298 26,751 ELIELL
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Description of Account

Tol! Othar Fower Supply Expenie - Claaz Farceniege
Total Povwer Fon Exgs Tesa P

Transmiislon Expense
Operadon
Superdiion & Enginaering
Load Dispaiching
Stwtion Expanid
Ovathsad Line Expense
Underground Line Expense
Transmityion By Othars
Mizz Trany Expanie
Renig
Told Oparaban
Mabnienance
Superdsion & Enginaering
Stuctures
Siation Equipment
Quarhasd Linss
Underground Linas
Mise Tranamission Expanse
Tots! Mainfenant s
tetwl Taanimisaion Expente

Totat Tmanamizsion Expenie - CIuEs Percanisge

Dlstribution EXpense
Operatian
Supervision & Engnasring
Load Dispalching
Stalion Exprris
Cvrshead Line Expente
Primury
Secondery
Undetground Line Expanse
Primary
Sec¢ondary
Suest Lightmg & Signal Expense
Meter Exponce
Customer Ingiffl Expense
Mac Ditirbutien Expense
Remts

Total Cparaben
Matnienange
Sypendsion & Engneemng
Structures
Stebon Equipment
Cveihend Lines

ne
147

1w
101

101
1o
¢

1
10

118

Totuh

100%
100%

208,398
84,019

3,274,404
1,120

100%

2,219,008
1,154 492
2,833,152
3,630,484
1,280,522
2.350.862
BO2.053
32,003
70.020
282,590
1285488
3447813
382,187
1,827.440
20683408

454 304
468,745
1457120
13,504,784

FERT
JURLS,

D.0897%
0.0008%

8z
556

308
10.702

0.0263%

5.002

™
™

FAPUC
AURIE,

9.0003%
§0.9012%

209,114
943,078
£95,059

35,769
1,830,060

61,695
457,141
437,045

2,273,834

40,957

0
3,774,348
15,101,377

§9.9037%

1,118,088
1,153424
28N

1,280,266
2.350493

20,678,407

454014
4E6.511
1456388

0.2024%
0.3120%

L1L]
2
1,803

L

98
16,226
174

1,325
21,853

73
1243
1,190
4192

115

0
9903
30,857

0.27T7I%

12,228
4034
2714

€070
11,143

1604
153

Q
2120
Q
11,416

6.536
87,0834

27
1610
5.027

€O5T OF SERVICE STupY
(8y FERC Account - ]996}

as

24.2082%
26.2334%

11383%
1,602.452

14,954
07,430
102,801
£32870

0,943

Q
787489
2658851

23.9375%

1,043018
EALR
75,098

687,85
1,262,657

140,999
)07

0
547,056
0

123722
705,127
6,723,655

213,810
127,383
397.611

1]

2.5817%
2.0828%

e107
20,342
12,026
2

"
114,182
1307
0.904
184,846

1,301
832
8028
48,361
BES

L]
60.774
31420

20028%

137,208
44,808
100,388

£1.922
106,341

15.280
1,558

0
251147
Q

108,827
62,300
B57,764

20,118
16,538
51,628

osiam

21.8895%
25.1204%

78,450
61,327
154,470

788
9,207
1,458,859

16,818

127425
25358

16,714
8996
114 848
596,463

114

0
658,051
2874410

28.7674%

B430TT
WRATY
736,350

300,081
550884

233890
2237
3530

530,876

416,344

CALR 0

54,764

531286

172113
121,309
713

o

28901%
2.7014%

04,806
33383
B4.840

33008
60,600

35674
3.508
Q

a3 152
Q

68,154
56,180
549,478

19,449
13,983
42.666

=18

22.8168%
21.4895%

61,783
205,808
121,858

s24
7,251
1,165,221

13,224

100,204
1,685,774

13,183
bl
80,342
469,043
8752

0
615,568
23442

21.0702%

58,332
218,287
509468

64.390
18,215

213,152

11,954
83,032
202,025

aLy

108X
3.5239%

10,876
8,228
[iEAL)
110
117¢
203,335
2,028
17.837
%3109

217
RS0
15,808
41558

1,640

¢
119,909
412,108

3.7087%

6,868
37,29
65,704

10262
LLLED]

35353
3378
0

10,227
0

69,424
39.74d
188,052

1202
10,824
N782

8

11.7278%
10.2872%

815217

8,167
s5o.871
57,340

291,603

4,100

0
425,261
1,240,480

11.1635%

]
85,450
A19.425

15,848
24290

47.200
4515

126264
1245051

0
70,882
248,574

HvEg

2.1135%
a.5780%

23,805
T9,200
49,878
241
2,7
4511

30808
81929

5072
36,333
4,797

oI
3an2

o
260,298
202,128

A.1184%

L
ag.588
52,890

L
il

n

Rl

£22.052
2114
1.567.768
29.188
10.700
1891,408

0
0.888
PLALF

8

0.0001%
o000T%

NoOQORNOOOOO

[LE- T I YY)

QO00G%

on otk

Huroooo-

58

0.2382%
Q.2464%

Exhibit JAL . 1 (B)

f5.4

o.2418%
0.2603%

LX)
3o
8439

69,481
127,563

4195
40
[}

¢

a
108,099
61,587
052

2,024
1,555
4,854

Page 13 of 23
TRAFPIC
sH ElchaLE

007N a008I%
2.0071% 0.0008%

m

w
Q-

53
184

263
196

859
1,284

21

10t

Tiel Deve vrae

679
404

24
3812
44

M
5497

4}
319
28

1,548

*

2,229
ERE ] .
0.0047% Q.0095%

4,837
1.268

1.835
3368

282

2970

anr
26

€z 3o €1 =bed
gT-TYr 3TATUXE



FERC

AccT Description of Atccount
Prmuy ARl
Ssecondery 1@

B TP

Tota
Ly

13,804,704
[}
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{By FERC Account - 1996}
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JURIS, RIRIS, ] BE :t.] o3/ i) o SH
2898 13,602,084 84,012 7,254,311 BiDB62 3,164,530 HB111 876,072 108,226
0 e ¢ ¢ o 0 0 ¢

L

ieg,187
[1}

S

AL

a2
o

£

520
-]

Exhibit JAL - 1 (B}
Paga 14 of 23

i}

Tazree
¢

&

7.378

TRAFFIC
slonaLs

T abed

>
0

h
8]
W

1849

TATUXA

L 3

at

1]




S v e @ e L4 L o L ® L ®

COST OF SERVICE STUDY Exhibit JAL - 1 ()
Page 16 of 23
(By FERC Account - 1996)

FERC Totai FERC PAPUC TRAFFIC
AceT Descriptien of Account YUty JURIB, JURIB, RA RE BH GRIGM oMY &l SLH L i3 AL & M sH SIGHALS
564 Undeiground Lines 45171
Prioary 120 845,121 224 844,847 1,852 142,779 56,804 270.008 423m 244,077 40,158 84,481 0 1 516 4,043 5] wr
Secondury 120 ] o ] 0 ] 0 0 o 0 ] L] ] 0 0 0 o o
585 Lins Trwnsformars 105,029
Demund Relsied 121 105,029 % 105,003 £ H ] 42,012 2737 22,854 3420 21,448 3,754 325 2520 [ 124 1,544 » a8
Customs vd 2 ] ] 0 0 0 0 1] ] L] -] 0 ] 0 ¢ o
553 Steet Lighting & Signe! Systems 19 84,234 o 84,234 0 ] ] o ] L o o o 0 25,257 58,077 4 o
587 Melin 3 &98.821 1 596,820 ©.359 419,177 19,198 40,058 0528 5,226 (] EL “ ] [ ] [ L]
598 Misc Distibubion Plart Expenze 102 403,934 118 403,818 1445 155880 13774 wis 12420 $1,350 8,705 27,834 3,693 1 8022 13,527 95 wr
Tehd Malntamancy 17,910,102 4,029 17,614,013 79.544 8,772,952 781,857 4,372,854 482,955 1,387,084 208,174 £40,892 42045 ar 386,142 20,093 7763 24,354
Total Ohtiution Expente 38,801,510 BOM 30,592.479 148,425 16,498,837 1415441 9,885,560 1,041,431 4,700,860 504,223 1.621,847 1,034,383 &3 576,608 1,212,155 11,541 34,333
Tote! Digtribdion Exp « Class P g 100% 0.0234% IOTEE%  GITRIN 40.1452% 1ETIZN 25.0911% 26079% 12,1988% 1.3062% 4.7199% S0T11%  0.0002% LAIP% 31402%  0.0299%  00009%
Customer Accounts Expense
801 Supandilon 3400,071 R
Production kL] 0 0 L} [} 1] ] L] [4 [ [ 0 ] o o 0 0
Transmission 3 0 ° 0 0 ] ] 0 o o o o ] 0 [ o [ 0
* Dhtribubon L] 3,408,371 5 3,406,388 3,484 2,392,485 109,672 794,383 §4.382 28,026 678 2.2 368 Q o L3 L ]
302 Mater Rending 4,081,518
Produciion 3 0 [ 0 0 [ 0 0 3 [ L} 0 [} [} [ 3 0 [
Transmission £l L] 0 0 0 9 [] 1] [ [1} 1] o o 0 o [} ° 0
Distribution 3 4.082.518 8 4382512 1730 2,078,062 4097 1,029,458 89,068 agIn 8018 2871 47 0 L] ° ° 0 .
803 Cutt Records £ Conbiacts 12,320,070
Pradvation an [] [ [ 0 o [ [ 13 ] 0 [ o L] [ [ 0 L]
Toansmisaion 38 ¢ o L o ] 0 0 0 0 [ 0 [} [ 0 [
Distnbution 3 13,520.07¢ ] 13,520,051 53,443 8,485,072 #34,887 172,784 215,848 118,376 18,567 8856 1452 ° o ] 0 0
904 Uncollaciabie Aceaunis 14,004,000
Pradction 5] [ [ [ 0, ] [ ° ] ] [ [ ° 0 [ [ ] o
Transmiysion 13 [ o [1} o 0 1] L 0 [ L] 1] 0 9 13 [} 0 0
Ditribution 13 11.000.000 1} 10,088,681 52,884 9418420 431,281 874.966 63.598 12424 7011 483 57 38 19 13504 68 32123
805 Misc Cuntomer Atcoums Expente 187,178
Productipn . 13 L] 0 L] o [ ] o 1] 1] (] 0 [] L] L] (] 0 o
Tianamission 13 0 a o 9 0 [} 0 0 ] 0 0 ] L] 1] [ 0 ]
Dittnbition 13 187,178 0 187,178 802 160,232 1338 16.599 1,084 208 34 B 1 1 0 23 5 547
Teasl Customar Accounts Evpense 32496137 48 32,496,068 1383326 24,542,009 4,124,030 5592,001 A0 973 198,002 31,308 14460 2347 L] 19 12,036 270 32670
Customer Service & Infe Expense 0 0 0 ] 0 [} 0 0 ] 0 1] 0 0 [} [} -]
907 Customas Sepnte & Inla 176,328
#reduchon 13 ] [ 0 0 ] 0 [ o [ [ 0 0 o L} [ 0 4
Transmission 13 4 0 [ 0 [ 0 0 L3 ] o 0 0 v L o 0 °
Bistnbution 13 178,329 [} 176.328 845 150,944 6853 15,627 1021 194 a? 8 1 1 0 218 a 515
809 Customer Assivlance 1,740,258
Praduetion 12 [ 0 [ o [} [ [} [ [4 o [} 0 ° ] 1] 0 L4
Tisnzmisslon 13 [ [ ] o ] ] 4 ] ¢ [} ] 0 ] o 0 0 o
i " 1.740.258 2 1740255 8,384 1,489,725 68,220 154 228 50,077 1958 .35} 78 8 L3 3 2152 42 5,082
#09 Info, Ingwuet Adverize 120989
Progietion 13 0 [ [ [ 3 [ 3 [ ] o [ [} [ 0 0 0 [
Transmission 12 0 0 0 0 0 ] 0 [ 1] ¢ [} 1] 0 [] ] o []
m
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FERC
acct

910

o1

#2

913

#

3

920

a2t

§22

823

925

Description of Account

Distribution

Mise. Customar Servdice & Info,
Production

Transmission

Distribution

Toisd Curlomar Avtlstance & Inlp. Expanie
Bales Expense

Suparvision

Production

Transmiasion

Di .

istrbution
Demonstration & Seking
Production
Tranamizion
Distribution
Advirtsing
Production
Transmistlon

Dittnbution

Misc. Sulay Expenie
Peaduclion
Trensmission
Dilribution

Tolal Suley Expenss

Adminlsirative & Gereral Expente
Operation

Salactes

Preduction

Transmission

Qistnbution

Qlfice Supphes & Erpenses

Peaduetion

Transmitsion

Dustribution

Admin Expenses Transtened . Credn

Pradeci-on

Tranzmizsion

Dislrtadion

Ouiside Servicas Employment

Prodiktion

Trantmit sion

Dlutribytion

Propery intutance

Production

Transmistian

Distibution

Injurins & Camages

104
106
107

104
106
107

04
05
f07

104
106
wi

1726
27
129

Tatm
ity

220,089
30,074
2

3
30474
2187820

18337

]

L}

19,837
4371 818
?

Q
4377,008
10427

]

a

18427
RREX 1 1]

0

L
116,689
458589

26,338,845
15,644,288
6§24 842
8.869.514
3306877
3.366.856
12,787
2,087,224
6,171,869)
712748
(146.440|
12.312.681)
9.487,154
6,093,488
200,900
3012055
3004,103
5.455,774
57,196
301,133
3,804,778

FERG
JUEIE,

FE-F-X-1

con @msoeo o0

agos

15,841
402
2,308

2324
124
a8

3,665}
{141
1541y

5,028
193
142

£.0M
B4
118

PAPUC
AURIE,

220,089

0

®

W9
2,167,028

[}

1]

19,037

2

0
4,377,028
]

L]

A

0

]

118,880
4.533.981

15,828,148
B4 30
9,867,206

1363532
132,669
7086733

13.708.083)
(146,268)
12,912,140}

5.0884H
200,707
ERY ¥ AT ]

5,450,743
67147
391085

1,080

14
10,443

0073
1,735
Ay

10,599
369
7,855

{11,688)
“won
8,273

16,035
558
12.0%%

18,251
156
1,408

COST OF SERVICE STHOY
(8y FERC Account - 1996)

Bg
198,368
[
L]
W55
1,855,575
[
o
18,125
°
]
346813
[
[
16,830
[

0
104 202
2,881,271

4,178,453
145,595
3.962,137

£87.901
3t7ee
841,934

976,118)
{35,054}
928.428)

1,343 248
48,090
LI 0¥

1,457,214
13411
140,851

BH

8428

t,114
64,063

2]

I3
171,604
[}

0

%2

0

L]
4553
172,757

475173
ARX: 1LY
362,818

180.872
2766
g

(110,345}
(3050}
185 041)

F52.754
4,184
ALK

180662
1167
RATE

GElGM
18,603
L]
b

2,745
182,104

1,869

o

0
ELEA-LE]
Ll

L4

1722

L4

[
W5
401,821

3,685,255
162,230
2476374

73080
35,548
526217

863.550)
{38,159)
(580,279)

1.184,700
53778
735,080

1,198 346
E5013
100,358

Ll
1,274
[

0
1%
12,862

108
25,045
12

81
26,254

L4370
18,170
266 270

B4 200
436
56.581

(103,877
[3.789)
(62,384)

142,545
5188
B5 558

150,900
1.450
12,255

1Y

3
4987

3,384,754
134,877
1200847

Ha2a4
27.881
235830

1793.135)
{30,855)
{282,118)

1008.057
42,330
1.0

1010.549
14,805
57.464

SO amao

§=o

200

22
aze

557.213
23,177
429,918

H18.405
4,925
27,384

1130568)
(5.431)
130,209)

178,427
1451
A1.44)

174,209
2078
8775

Y~oo

—no

Gwros

1,608,524
60,766
AE5.829

M8
14,826
95,985

[376,825)
(16.349)
{108,156

516,964
22,420
149,750

424924
TA0E
28,368

Zoow

»
oo oo woao @60

»
[~

1,351,018
50,736
494572

287,085
10,761
105,084

(348,578)
{11,8E9)
(H15881)

434,12
16,310
158900

403018
4548
3657

~on o

cao

)
190}
4

wo®

coo soa0

LX-X-}

aooo oo

28,812
ECT
147,144
9247
75
31,267

12.095

83)

134,490)
1ZAFF
154
47.302
13,043
a2

4874

Exhitit JAL - 1 (B)
Pape 16 of 23

5413

5,607

42,852
g8
309,920
2.063
B3
65,056
18,834
1)
G262
13T
1256
$2.630
14,340
35

50.357

tapp= wad

soo

1,135
10
2851
41
627
(266}
124
(684}
5
3
M8
w1

o

o
L
12,762
0
o
7

12538
s
8778

2,664
%2
1.065
12.037)
(t02)
2087
4,030

140
2872
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COST OF SERYICE STUDY
(By FERC Account - 1986}

Exhibit JAL - 1 (B}
Page 17 of 23

FERC Tolal FERC PAPUC TRAFFIC
ACCY Descriptlon of Atcount vy dumis, JURIE, BA as BH LI s 9 =) b HYPS &, 8E o 8H SiciaLg
Production 104 2,188,488 FALT] 2,160,347 826 §71.869 85,033 504,37¢ 40,720 483,243 78,261 220,040 184,802 3 5.2 £627 185 1716
Trensmission 108 85,631 82 85,448 28 20474 1,781 27,04 2,213 18,071 EXEY] 5,548 6,544 0 48 83 1 59
Distribution 107 1,350,767 38 1,350,441 EX T2 542,284 49,870 336,820 16,442 84,774 7,644 63,754 67,588 2 20,138 42418 404 1,204
B26 Pentions & Benaltts 1ISH A0
Production 104 8,123,101 2,019 8,115,712 28,674 2,142,378 4300 1,089,503 227,507 1,735430 265,884 824617 692,803 10 19900 1,069 482 842!
Tranxmission 108 320420 308 320,111 890 78,700 8673 45,768 [X: 0] #7.513 11,883 35,110 26013 o 182 200 5 223
Distnbution 107 5,060,703 1,184 6,060,111 13,185 2031483 168,075 1,200,086 138,622 #17.207 68,698 238,03 253517 13 75443 158,807 1,613 4501
827 Franchiss Requismants 0
Praduction 104 ] o ] Q a ] ® 1 14 ] 0 1] ] 0 0 o [
Tranumission 198 ] [ 13 3 [ 0 0 [ [ [ 0 [ 0 0 0 0 (]
Distibution 157 [ 0 o [ 0 ] 1] o [ [ 0 L] 0 ] [} L [
928 Ruguistory Commission Expents-VT PS8 1,790,074
Production 104 1,076,838 1,043 1.07577) 3,390 83,881 32,204 250,482 30,167 230,039 2470 04,293 1820 \ 2438 288 7 852
Transmistion 104 ATATY 44 42,437 1 W16 113 11,388 1,098 8,949 1,575 4,742 3,448 [ 24 8 1 L]
Qistrbutisn 107 870,764 $57 870,607 2,54 200273 24,085 168,302 19,097 01,824 8,762 31,659 33,613 10000 21,063 Fial 587
920 Duplicets Charger - Credd (4,247 243)
Production 104 (750,282) (41} (749550 (2.302; (197,8686) (22.501) {174.514) {21,012) {160,281) {28,386) (76,155) (83,876) )] {1.839) {2,020 54) (584}
Tramymission 108 (29,683) (28) 129,565) 82} 084 G a2t (168 (8.23%) 1.088) 23,304) a3 1 7 {48y (] an
Disleibution wo? a7 358 (10e (467,250) (1,77 (187,822) {17.185) [147.288) {12,808) {67.011} {8.105) {272,958) (23.420) m (6.949) {14,676) [AC1] #16)
910 Kuscallaneous Gensrel Expents 20818820
Praducbon 123 16,174,257 15784 18,106,523 57,043 4555812 564,520 4,050,736 471,815 3,161,997 554,168 1,330,322 1,261,048 k¥ 40,600 44,840 1,983 #4068
Trensmisaion 124 304,085 2e7 384 540 828 71,954 826 814 17 #2847 11,081 39,808 74,213 [ 169 180 & 20t
Distnbution 1% 4.195,2)3 1.218 4198007 15070 1620298 143,152 £.086.822 129,148 2 TR 01,326 280,370 38,385 [ 62,602 40,623 885 3087
93 Rarky 11,493,882
Production 126 EH7,12¢ B,74% 0,919,377 74,486 1,856,038 242,388 1,741,898 202,452 1,355,760 236,408 569,855 540,701 0 17.508 19,238 52 4,028
Tranumlssion 127 272,828 %7 272,572 742 #3.972 6,566 .42 8015 56,309 2011 35,40 21,808 [ 152 188 4 198
Distribution 128 4,308,897 1,208 4,307,298 15.506 1,650,754 148,385 1105517 134,995 633,018 98,667 312514 40,282 6 51491 114,092 1,000 3,175
Totw Cperatien 88,614,239 61,288 89,544,940 300855 LASLTEE 299200 32065082 254943 46,244,304 2,580,817 7,181,763 8,073,000 122 657474 1,039.452 12,240 8,264
935 Weirtenence of Gasecs) Plaet 382,08
Productian 104 841,465 633 440,832 2,019 168,186 18,28 48,199 17,864 132,033 22,659 85,105 54,685 4 1574 1727 49 508
Tephsmisyion 106 464 807 4H 489,331 1357 117,607 10,180 130,838 12,648 §02.592 18,128 54,567 39,683 [ 277 05 [ 340
Disinbution 107 2132438 499 2.131,040 2,000 856,071 18,413 535,053 57,531 260128 22.854 300,648 106,859 4 31,762 66 267 €18 1897
Totsl Adwin 4 Generat Expensy 02,876,944 58,801 S2.608 043 320321 10010834 3099864 BWAL 2626,188 15,244,457 2648358 7,402,084 6,274,239 126 S61.416  1,108.148 +2.932 69,008
TOTAL OPERATION & MAINTENANCE EXPENEE 556,132,528 450.542 555673506  1.635868 175657082  12.217.833 120665860  14,85B447 104 445685 16.768.848 49068515 41,224,210 700 2087744 3354645 51.840 465,147
Focat € E + Clast P g 1eo% 0.0002% §99008%  0d3aI% 77.2490% I5I79% 15 4020% 1.1322% 0.5263% 0 c830% 00377% 00061%  GODI2X  0.0001% 00564%  0.0011% 0 1)MI%
Total Admin & Gen Expenae - Claga Percetage 100% 20742% $99258% 0 3449% 31 2149% 33288% 24 5703% 24384% 10.0286% 2.0525% 20559% 67554%  GO00I%  0£I64% 11931%  00139%  00741%
TOTAL OPER, § MAINT. EXPENSE - Ciass Percantags 100% o00825% P OITSX oI0% 31.5855% J0R60% 22.1269% 26717% 18.7807% 0190% aa232% 7.4127%  CODOIX  ©ITB4X asoazx  Q00RIX 008K
[Custemer Accounts Expense Summary
Praducticn - 0 (] L3 ¢ o L] L 0 ¢ @ [ o 0 0 0 [ 0
Tesnsmission [ ] L L L] [} [ [ 3 0 L} ] 0 0 0 ]
Ditinbution 22406.137 49 12486088 138,125 WHANY 1124008 £.892.091 404 673 128502 31,209 14,460 047 ] 10 13836 Fai} 32610
Totel 32, 7 49 32.446,088 138.125 24,541,008 1,124,032 5952001 404,573 158.902 31,309 13 460 2.347 38 19 13,836 o 32670
Custemer Service & Into Exgtnse Summary
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k1]
52
353

355
356
357
358
359

36
364
82
363

385
348
347
B

Description of Account

Praduction

Trensmission

Distribution

Total

Balet EXpense Bummary

Produttion

Trengmittion

Distibation

Total

Adminisuition & General Expense Eummary
Produeton
Trantmission
Disl
Total

Depreclation Expense {P336)
Production
Slesm Praducton (310 316)
Huclesr Production {320 - 328)
Cthier Producban (W0 - 346)
Totul Production Plant

Transmisshan Plant
Land wedd Land Rights
Suucturas and Improvements
Stebon Equipment
Towers & Fodures
Poles & Fixtures
Ovhd Conduclor & Devices
Ungergisund Condua
Undergrovnd Conduciors snd Davicet
Rosds L Trady
Tolsl Transmission Plent

Distribulton Plant

Land & Land Rights
Struttures & imorovement
Statgn Equipment
Storage Ertiery Equipment
Potes. Tovewss Foduies”
Ovhd Conductor £ Devices
Undarground Condud
Undergipund Lines.

Ling Trantfomary

"2
13
114

101
118
18
"7
"7
W

18
118

1"e
g
120
120
128

COST OF SERYICE STupy
(By FLRC Account - 1996)

Exhiblt JAL - 1 (B}
Psge 1B of 23

Yotal FERG PAPUC TRAFFIC

iy JURIE, JURIS, BA 4] 4 a8 o 1 oLi 3 HVPS SE &M 1. ] SIGHALE
[ ¢ [ ] 0 ] ] [} 1] 0 [} [} 0 ] ] [1} [} 9

] 0 L} 1] 0 ] [ 1] 0 0 ¢ 1 [} [ o ] Q

2.107,029 i 197,025 16443 1.855.578 §4.903 192,904 12.552 1109 bhi] I 1 1 4 82

2,187,820 i 2167625 1443 1,855,676 84,983 92,104 12,552 2,309 98 a7 1t 7 4 Z.601 42 8330
° 0 9 L1} @ 2 [} 0 9 1] 1] 0 -] ] 1] 1] 0
[] 9 Q o 9 L 0 0 0 0 ] Qo [ o L] L]
45339098 g 4530081 Fikil] 801,271 L7167 ADLeN 18.254 4891 p74] FLE] a 14 ] $.607 10g 13.240
4533900 [ 4,533,981 21,843 3,881,271 177,767 A0LA2 28 254, 4%t % Fo n B ] B0 e 13,240
80,042,381 58,057 59,890,424 200,051 18,307,678 1,942, 78R MEOTS0Z  1TATA89 V2,352,744 2,003,958 5,657,057 4920,74% 7 142,378 184,183 4,368 41,841
2,354,792 2,255 2,362,537 8,502 560,461 48,761 826,887 20,583 483,324 B8.933 274,842 180.062 1 1327 1458 g 1,828
204727710 1409 20465092 113.768 12091700 LORBIIG L.605.78¢ 858405 2.810.36¢ 479.569 1.649,505 LI82816 49 449408 §42.604 8628 piRE]S
82,876 844 £8,601 92,809,043 320321 28,010,034 3,089,684 22830474 2,038,188 18,744,487 2,649,358 1,482,084 5,274,209 128 $94,165 1,308,146 §2,832 65,608
33,351,123 22,587 22310.538 146,480 9,350,542 14,148,366 8,321,663 e71.071 6,607 486 1,143,808 2,624,527 2,835,416 45 84,091 82404 2,458 20,258
$06,200.473 103,558 106,086,814 aaon 30,118,214 3,748,637 26,948,505 A115.173 20,710,580 2,824,204 BEB4650L B,262,826 147 269.2§7 205,671 7.67¢ e0712
634,025 617 §33.408 228 181,459 22,818 104,660 48,708 122,168 21,581 45,861 48,713 1 1,644 1,71 M4
40,185,324 136,763 140,048,558 496,852 39,651,184 4516822 35392040 4,104,85¢ 27449242 4,789,560 11,521,078 10,846,874 194 354,844 280,048 10,375 81,215
& [ ] o [ L] o o o [ [ 0 o 0 L ¢ 0
140,455 23 140,318 85 33,148 2,884 37,048 1563 26.178 5,136 17,448 14,242 0 e 86 * 11
257,185 2400 2,524,765 LE1L 586,453 51,902 668,839 B4473 525,010 92408 313,943 200208 1 1,413 1,562 a1 4732
1.072.808 93 074,028 2833 244,247 20,250 273850 26,402 214,091 37641 165,525 82,8357 [ 579 638 17 199
125,604 1§ 125490 2 28,596 2488 12,075 1,081 25171 4436 19,280 9,599 o ] 7a 2 83
£08.009 856 08,152 2468 212,824 1516 238,221 23,005 167.2332 a8 118,540 72,180 [ 504 554 5] 618
450959 448 459,414 128t 111,262 9583 124,388 12,030 27862 17,243 45,884 A5 [ 264 280 [] n
450.851 458 480,541 1.267 1%1,80% B8 124 968 12,088 88,417 17,323 46,407 atem o 265 201 B 25
93 2 2402 i1 o g 07 19 ] 1% % 32 [ ¢ ] 9
5.545 200 52385 5,669,095 15,517 1,338,465 116.44% 1497405 144681 1,178,124 207,369 727,275 453943 2 2130 3a83 LX) 1888
Ll ¢ Ll [/ [ [ 3 [} o [ o o o ¢ [ 0 0
569,662 M 860,521 2348 185 720 24,125 178,859 20413 122435 5,780 115215 12477 1 1823 2,269 a7 I
1591164 3,807 7687357 26,148 2671437 268,974 1,872,081 221688 1385072 176,047 1284575 144,684 ] 20320 25260 524 3,668
[ e ° .0 0 L] L] [ ° 3 [] L} ] 3 0 L 0
5,104,751 1,037 6,183,714 24,573 2,790,684 234,874 1,242,202 130,804 261212 41,630 4,609 0 52 132787 281,867 2,837 7,443
3,755,564 750 3,754,804 12,901 2017.368 169,875 800,029 96,806 189,844 10496 48,774 [ [ 96.006 203,778 2,054 5,381
1,080,387 269 1,080,008 2348 210,020 24.261 348,369 £4,627 17482 52599 70305 [ 1 3245 6,248 107 4
3,130,687 829 3,120,859 8,660 §03,005 69.658 1.000,228 156,842 811,574 151,021 201,858 [ k] 2,317 §7.940 308 1,247
3,602,007 882 3,601,115 11,250 1442858 93857 776,243 117,565 735582 128,758 148,316 86,421 4 a242 £2,867 194 2,259
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Description of Account

Serdcas
Meters

Inatek on Cust Praentass’
Lansed Propary on Cual Pramise
Street Lights & Signal Systams

Totsl Distribution Plant

General Plant

Land & Land Righty

Preduction
Transmitaion
Dittribution

Struchras & Impiovatrents

Producticon
Transmission
Distribution

Office Fomnitura & Equipment

Produttion
Tranymivslon
Qistrbtion

Transpodistion Equipmint

Production
Teanarmission
Distnbution

Stores Equipment

Production
Tranymisyion
Diskibubon

Tool. Shop & Garags Equipment

Production
Tramamitsion
Dhibubon

1abeeniory Equipment

Produclion
Transmisson
DOrstnbuban

Pérwt Opersted Equipment

Produclion
Tiansmistron
Distibuton

Communicaton Equipment

Praduction
Tisnsmicsion
DHstribution

Mist Equigment

Pioduction
Trsnsmusion
Distrbubon

Ak vow

122
192

1]

100
0
102

100
108
102

100
101
102

160
1o
102

100
104
102

100
10t
02

o
W01
102

100
1m0
102

100
104
102

Totu
ity

1,393 86V
4,282,205
2

0
2015248
32,720,481

0
[
o

395772
15,452
244035

1057587
140,041
2627482

138883
517
7,

]
o
[

6504355
256,548
4,058,581

24,164
654
15051

FERC

L1
1,260

XLl

PAPUC
JURIS,

1,537,884
4,280,955
27

o

2,016,240
Irra018

4,051,628
159,690
2,528,744

14
o
[1}

£0.785
2,003
3657

248,052
9,784
154818

139.728
6.512
81.085

0
0
0

6,450,008
256,306
4,050,288

24,140
853
15.047

2439
15,37

HIHE

1,088
2
873
14,354
435

D0

180

L]
113
]

553

COST OF SERYICE STUDY
{By FERC Account - 1895)

88

$,070,653
1,652,311
0

[}
[
12,043,873

110,888
810
84,187

1,146,388
37470
875,242

2203
59,679

39516
1.282
33816

0
L)
0

1,837,608
60,085
1,663,324

€027
Fet]
5,608

5]

50490
145,997
a

[
o
1,082,201

12,18
M6
8,320

142,856
3,260
88,168

1,769
1,080

8593
1
6273

4,897
112
2870

0
0
1}

27,7
s228
138,125

213
iB
543

agioM

155,704
1,087,901
05

0
0
7,616,020

0
]
]

03,816
4,048
81,090

1,024,380
41,042
642,114

o
2
]

12,708
525
8,045

62,500
2566
39,202

35206
1446
2243

[}
Q@
[}

LEIT.250
67,233
1020310

6,082
250
3924

GHH

14,208
131,670
0
0

4
953,734

0
0
0

ThAs
M1
7.504

+18,750
4,050
11716

[}
o
2

1487
51
74

1.265
240
4,756

4091
hag
2.879

¢
[
¢

180,325
6483
124518

70!
2]
463

al

45,080
607,878
1,014

o

[
4558284

0
[}
0

78,027
3,184
34848

785,700
32,682
50,847

1275516
52.870
575235

4739
a7
2137

GLH

7083
#5130
¢

88,182

13,392
5,307
138,898

5.805
54,068

1,738
73
L))

8487
355
3.364

4701
200
1885

0

0

0
222335
8306
88,15
226

5

327

[
18,428
208,507
183
[]
2
2,244 938

174,77

1281
10,695

14,539
72
6,024

o
0
[}

5386838
33568
280,180

1,904
125
1,041

15,977
28,154
1,281
L]

[
W0,474

0
L]
L]

30,640
1,227
m

NN
12,708
3010

0

L]

0
3aTe
159
280
19419
178
1,414
10,939

97

508,694
20374
37,045

1,890
78

138

®o~ oos

rAam

RO® OO0 OC0C SO0 oOoOG SO0

X1 -3

BE

412
83,839
[

L]
804.268
936,278

coo

o1

]
3,838
10,267

B
37,800

128
472
828
5
2,306
354

1.299

16.458
0.4
L3}

24

Exhiblt JAL - 1 (B)
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&M EH
484 12
143,402 1,004
o 0
[1} 0
LA10.980 0
2,145,203 7,084
0 0
0 0
0 L)
1,088 k1]
] 2
8172 &7
11,264 200
08 3
B4,640 683
0 0
[} 0
o 0
1 4
1 Q
1.080 7
630 ]
& 0
5178 36
Jge L]
3 o
27 20
° 0
L] 0
¢ 0
18,088 4H
156 &
135,670 950
87 2
1 0
504 4
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2,308
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1,858

3,796
2.079
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COST OF SERVICE STUDY
(By FERC Account - 1996)

Exhiblt JAL - 1 (B)
Page 20 of 23

RTIRET

Total FERC PAPUC TRAFFIC
Description of Accaunt Uity JURIE, JURIE, BA B8 RH 8IG SMH Gh GLH L} Weg AL SE EM 1] SIGHALS
359 Other Tangile Proparty
Piduttion L] [ % ] ] 0 0 0 ] & 0 L] [} 0 0 Q L L]
Transmission tm o [} 0 [} 0 [ 0 1] [} 0 [} 0 0 0 0 L] 2
Distribition 102 q Qe 9 L] ° o ] [} ] ¢ ] 0 9 L] 9 0 0
Total Ganaral Piard 18,070,777 13,840 19,966,138 7,049 8,076,503 851 320 4,708,635 564,135 3,341,381 681,256 1492618 483,674 26 135,159 210,475 2518 12,187
Total Depreciation Expense 197,680,875 145,180 181,422,726 092,643 9,108,626 6,Té8 804 48,244,008 5,707,552 38,525,041 8,254,348 15,885,811 12,685,065 207 1420518 2,800,810 20,671 121,302
Tots! Depreciation E - Clags P B 100% a.0038% 25.8164% G.3503% 28 0150% 34282% 24.0225% 2.9100% 10.4854% 3. 1653% 8.0505% F.4250% J.0001% 0.7235% LaZi8% Qn05% 0.0614%
Amortzation Expense (P38}
404 iration of L v
Producton 100 4,078,582 4,583 4871019 16,643 1,324,168 16),748 L177010 13680 #17.003 150,844 365,405 85718 ] 16,832 13,004 M 270
Tiansmivsion 104 448,779 423 448,358 1,219 105,072 141 17.en $1,359 92,468 16,279 58,721 35,835 [} 48 273 7 306
Distribition 102 3,069,936 (1] 3,080,040 10977 1,184,165 104,826 779,568 94,364 435,72t 60,744 2.2 28,081 4 45,752 w232 720 2156
405 Amertization of Treasiion Gaxly (AL 405)
Producbon oo 83,548,323 81,5256 83448 008 95588 23.605.041 2025077 20,030,453 2444722 $6,30),803 2,655,881 6,893,103 6,534,182 15 211,408 2208 6,180 48,755
Tranzmisslon e -] 1} [ ? 9 1] 0 0 ] [} 0 L] 1] L} L] 0 [
Dittribution 102 ] L] 0 b 0 9 [ L] 9 1} 0 o 0 [} o 0 [}
Total Amoruzalion Expens e 1,742,230 B7,408 1,654,024 344307 28,215,447 3,102,559 23,104,042 2,807,275 17,829,180 3,099,758 7,540,842 8982574 126 280,241 348,380 7.25% 54,045
Tolat iratkon Exp - Cless P, g 100% 0.0953% 0.0047% 0 I535% 28.5731% I 408K 25, 1845% 29202% 19.4240% 3370 7% 8.2284% 1.5904% ooRI% 0.2035% QITITR 007N 0.0589%
Tolai DepnAmod Expenxe - Class Perceriage 100% 9GaTI% R 0I515% 9 4201% A.44E7% 25.0055% 29022% 18.7862% 3.2327% 8.1245% 5.7745% a.0001% CHTI% 1.08#2% 0007 0.0500%
Tatal Genelal Plant Deprechalion Summary
|Pioduttion 1 ALESEE 1,540 11,405,729 49389 3.235828 eI 287600 334 b7 2,896 350,257 41,942 892,652 18 28,889 M. 748 845 8,662
Tranymission 430310 424 £49.985 1.2 105,430 2178 1g012 11,388 200 16,334 58,821 35,757 o 50 274 7 308
Distrbuton 1.111.598 A 1108 523 25,437 2744048 JLrALHS L9081 1 1009 4688 154,664 481755 65,024 19 106,020 FREYS 1669 5220
Total 10978777 13.840 16,965,536 67,049 6.075.103 651,328 4.7868.535 54,835 3M1.361 $61.256 1,482,618 283674 26 135159 270.07% 2519 12157
Total Plant Depreciation/Amorlizatan Bummary (Extiuding General Plant)
Produguen 228400836 222,651 228 106.98% 808,963 64 577,395 BOOBEIE 67.538.581 6.686.504 44,750,234 7.805.295 10,798,988 17.846,052 316 5$79,162 635381 16,801 132,19
Tronwmiztion 9, 59 5,008 €.13825 16.745 1,443,537 125,590 1615018 156 033 1,270.63¢ 223,848 765.096 499,57% 7 3419 3.757 100 4,183
Disbitusion 25.190.43) 10,257 35,190,076 174,192 131228020 1166825 8.395.688 1,040,149 4.9 162208 2457,15¢ 323.53% B2 02030  Z.247.97 B AD4 26240
Tokat 270.351.318 2815 273143412 Sap.801 79,248,568 9,321,031 67,550,286 1.690,601 $1.012,849 B.781.848 22043134 18,684,865 87 5,562,601 2.897.123 25405 163,241
Tots Plani Dep izallon &
Production 239,028,705 233,9M 238.592,713 B4#,352 67.603,020 6408327 80.413.31 1020575 48,889,103 8,165,552 19.741,030 18,739,744 a3 S0T7.041 667,140 17,748 139,461
Teanymission 6,594,369 €232 4,588,126 12,959 1549397 134,783 17002 167.435 1383437 238883 844917 522,036 2 3668 4.0M 0 4499
| Distraution 42.910.092 123382 42,887 14 16.972.008 L439.271 10.302.401 Lagseig S.0p1E15 EAbAYd] 2.048.905 12,559 Bl 1089050 2496127 10971 AT
Telsl 288,331,505 252,556 289,070,549 1016350 85324,073 8,672 361 72,348,820 B.A54,827 54,354,210 $,353,105 23,625,752 19,658,639 363 1,689,759 3,167,298 27,824 175437 |
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(By FERC Account - 1996}
FERG Tolal FERC PAPUC TRAFFIG
AcCT Description of Account Sungy MRIB, JURIS, RA RE BH GEH -] &L GLY [ HvPE AL BE &M 1] SIGMALE
Taxes (P262)
408 Taxes Othat Then Incoms Taxes 44,042,003
Production "o 35,017,005 25.M0 38,802,245 125615 11,391,060 1,200,861 9,141,855 5,087,778 8400515 1,073,688 2,964,760 1,871,818 a7 2¢3,881 417,087 4,646 2302
Tranmiytioh 110 414,217 Mo 473,877 1,657 150,262 15,934 120,684 14,098 24 504 14,174 39,143 W3 ) 2821 5,507 L] bl
Blabibuton e 7,870.821 5407 7,005,324 20.808 2,430,598 267,743 1,952,316 220,040 1,388,924 220,183 633,168 398,754 1 45,835 89,077 862 LAIN
499 Federal income Tax 93,003,028
Production 103 73,600,984 55,728 73,613,266 256,348 22.807,768 2488417 1B,833,447 2,183,881 13,230,M7 2,239,658 6,043,820 4,156,854 9 464,893 804,027 6,328 47,014
Trensmission 103 2,183,457 1,664 2,191,003 1,808 870,584 78, 563,028 84,225 302,663 60,441 170,875 123,432 3 13,701 28,831 282 5385
Distribution 103 17,250,887 12,087 17,237,020 e, 110 6,369,203 570,800 4,389,260 607,425 3,102,322 524,834 1417,180 975,202 n 108,248 211582 2,089 14,024
408  State Intome Tax 34,248,004
Production 103 27,189,160 26,590 27,148,800 04,870 8456 104 11581 La8an THeA6e 4,965,084 L7 AT 235,998 1.5 4650 EL] 170481 WY 3,268 17,62
Transmitsion 103 904,355 81 805,744 2,810 260,972 21,055 204,232 nre 145,011 24,537 64243 45,564 ¥ 5,060 2,509 LU 518
Oivtribution 103 8.370.780 4826 8,385,963 72,198 1,802,858 213755 1,812,584 07,393 [RELY -] 193,859 523,371 360,144 L] 3,678 70206 L] 4,071
410  Deftrred Income Tax {20,940,324)
Production 100 £30,245,938) (29,509} BANTAM)  (OBEEN 16,544,302 (1,058,788} (1.812.384} (884,915} 15.830,500) {1.033,745) {2495,092) (2,365,167) (42) [8.52% {84,089) (2237 (17,848
Fransmistion 101 370,639 Mg 370560 1,007 28.847 7.658 #7211 6,388 76,444 13,455 46,538 20,454 [ 208 228 8 w2
Distribution 102 2,930,877 455 29208272 10483 1130817 99,014 744543 90,113 415,001 63,737 202.651 26,766 . 43,681 3,142 887 2,165
410 Cefermad Siatd Incoms Tax 1,004 841
Produetion 160 BUL,YTE 183 101,892 2.840 226,010 28,106 202,072 23,480 \S7.428 22,441 66,233 62,784 1 201 2,237 58 L)
Trsnsmission 101 23,828 2] 23,803 a5 5,578 485 8,244 403 4,310 ] e 1,092 [ [E] 15 ] 18
isinbution 102 188,240 £5 169,185 672 72633 8417 47,023 5,788 26,728 4,004 13816 L o 2,808 6,304 «“ 128
411 Income Tax Dafered In Pror Years (36,615 483)
Production 106 126,861,004 (26,260) 28430 744) (102458 16,182,399)  (LOI3,942) (7.200,852) P47 43Y (5,678,307} {B95,860) (2,388,410) (2,264,887 (40) (73,202) 90.537 2,142 £46,900)
Transmissien 10t (859,535) (810) (858,725) (2.334) [201,241) {17,508) 225,267} (21,763 (+77,138) (31178) (112,407} (68,2513 [ amn (524} (e} (585}
Distnhtion w (6.760.94%) 0,982 {5.758,504) 124,290) 06203220 (21514 (5,725,250) {206,809) (684,184} (141,601 {468,593) (62,003) (10) (1042400 (227,414} (1,662} @.992)
411 Amortization of (fvaatment Tax Credds 7.330.483)
Pepduction 00 (8,200,523} (6056} #.184,472) (24,836) 4,751,843} 1217,064) (1.560,772) {181,435) (£.215,954) {211.849) 1511.570) 484,832) @) {15.690) (17,243 (459) 3518
Eranstission 101 (484,026) a7y {183,052) {500) [43.088) {3,748) (48,237) M.85H (32,4925) (6,875} (24,079) (14,613 o 103 {112) 43 {128)
Distribution 102 11,453,635) w24} 1453510 (5,200} 1561,009) {49,567) {380.374) (84,708) [206.427) (31.820) {100.537) (13.204) @) (21.675) {49,689) (41} {4.989)
419 Gain From Dy posat Of Alowances 1228,313) .
Praductien i) (179,022 1?5 178,647} ©3Y) (50.679) 16.268) 45,083) 15,238) 35.107) AT 04,770 (14,004 o sy {428y 0n 1108)
Trsmmiuon 3] 15313 ® 15.308) (14) (1.244) [108) 11,392} 134y £4.085) 1183} 695} w22} 0] Q) <] 1] [0
Dislobution 107 (21,978) un (41.966) L] {16.187) UKEL]] (19.66% (.28 5.460) LIE]) 12.90% (2] 1] 6261 (1.206] uo 2y
Totsl All Yoxes 100.810.021 82.707 100,748,214 348,250 33046067  3,295.842 25619058 2984846 17181975 2841775 8311515 4,328 837 L] 918,012 1,722.067 14,962 67,846
Tolal All Taxes - Glnss Forcantage 100% 00522% $9.9378%  0.0455% 32.8823% 2.2694% 254225% 29508% 170438% 28188% 8 2e47% 42951%  00OIX 01K L709I%  OCI48%  DOSTeX
Tolal Taxes Summary T
Pepduction 71,876,447 28.837 71.837.610 247.383 24432716 2310802 19350275 2,136,405 11,813,300 1,924,687 5,095,965 2,560,298 1] 681,680 1474839 1,938 49.896
Fransmivsion 2,600,810 1,988 7.807.931 10.298 527,872 102,825 706.528 85,407 487,377 85426 199,174 141,769 4 21,218 41,848 408 1,174
| Distnbution 26,124,556 0802 15.102.67% $0.628 1,198,579 BT4.124 §.622.265 162954 4,891 707 935603 L216.375 LEBT.B4Y -] LA 208,201 2814 ts
Tolsl 100,810,821 §2.107 100,746,254 3,10 148807 3295861 256790858  758484% 17,381,875 288,375 BANLEIE 4,328,852 127 819612 1722867 14,962 67,346 |
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(8y FERC Account - 1996)

FERC Total FERC PAPUC TRAFFIC
ACCY Description of Account iy JYRIG, JURIE, BA RE BY GRIGM SMH -1 Sty ke Hypg AL BE L] EH BIGHALE
.
4T OH-Syslem Sues
Production 100 (34,245,484 33415) (34,212,048) (121,150} (0,676425) (1,100,054 (0,820,135 (1,002,087 (&715.509) (.170,696) (2,025,401} 2,870,275) (n (88,8543 (95,283 (@53 (15.984)
Transmisalon 01 (2354574 {2124) 2,252,450) 18,123) 627,858) (45,925) (650.95%) 47,050 464,831) (#t,7e1} (295,002) {170,024 i (4,250 HATH) @n 11,533
Distrbution 102 { ] 0 2 2 L ¢ ¢ 2 [ ] b} ] '] 9
Total (36,500,038 5,540 (8484.438) (127,273 (10,203,203 (1,244,878 ©21098% (1,069,124} 180,230 L2237 120400 (2,857, 26%) [0} 07,804y 18,60, 570 1,54
454 Cthar Revanuey
Produstion 100 {11,725.470) (17,208) [47,708,179) (82,707) (5,008,008  (820,580) (1481200 (510,869} (3,475,009) {805,901} (1,482,428} {1,388,277) (24) (44,452 (49,202) 1,31 {10,344)
Tranymission 104 6,248,853 (5.884) (8,240.669) (10,088) (482581)  (127,M45) (1,837,904) (158,085} (1,287,375} 20,508) (917,375 498,031) 2 (,484) 2,608) (101) (¢.248)
Distribastion 12 14.108.307) AU (4,104.188) (50,463 443.764)  @B0.974) 2584237y 33900 2.992.080) {305,930} 1975.5¢0 1120.998) @0 RIedn  [@7245n) RI08) (037
Total (38,080,83¢) (27,288 (8,053,330 (130,130) (11814331 (1,270.799) (X F KT ) 0,768,442 (,138327) (2,255,370 2,011,308 48) (@59LEY)  (525555) @72y @98y
Bate Base
Elactric Plantin Sendcw (P207) £,201,155,690 3,171,813 9,167 BE4.576 14652750 1.990,008,581 144,180,648 1060634906 120664359 754423074 127660733 34110086 235380075 5493 26608,547 52,187,874 S07.6B0  2,895781
Less! Accum_Depeaciation {P218) . 2241 i A @EEIELDY {4 4 (132,589,874} 7 2309 4, (23.222574) (188,925
el Book Value 2,505,893,469 1,821,076 2504072302 QFEE5  F0D,B0700B  B4.209415  GIT1BA021 74382774 447,534,804 75,262,879 206518453 133,224,260 3206 54092517 20965398 38,754 1620358
Add: LandPlant Held For Futwe Use (P214) 0 L 0 [ o o [ [ ] 0 ] 0 4 [ 0 o o
CWWIP - Consts. Work In Pragress (P218} 0 0 ] [] 0 L} ) ¢ ] [ L [ 3 L} [ ¢ o
Less: Accom. Dafersd Income Tanet (P273-277) (388,160.514) (30346 BO7.966,051) (1,356.005) (H1RT79882) (13142.837)  (90.200.303) (11426801}  (T0480,752) (11963498 (3718255  (22,662077) $13) (2202882)  {4,373383) (44831} (24537)
Total Adjualed Net Plam [ARYRFERE] 1.517.613 2118.200.341 740,380 671.027.41% 71156478 §36.985916 95647, 1373642 82.299.302 174902087 102211 LTy 12598.03% 24591014 #3923 LI75.007
{ Relun Per Dochs TE1% 03513272 145843 703,357 428 FAENYE 4485735 BAB.A3E 51796537 050,000 35.765.636 6.063.071 16.750.487 16,605,608 267 1.210728 736379 26.324 132,149
Adjustments To Rate Base For Ratemaking
Add: Reguialory Assels 644,765,455 491.618 544296869 1802673 160.711.870 8542801 932603017 15896522 104003483 17.083.727 45,767,540 38.720.050 T 2002568 3.99,572 47535 228,603
Phiipy 78,398,252 76.500 76,322,752 217,362 22150284 2.144.805 16.724,356 $5374.239 2,679,803 £.460,202 6,131 462 108 06379 218,018 5709 45,750
Brunol Ilsnd 28.758 563 26,062 20,730,500 108,738 0125202  1.006.855 7,238,884 5638.608 283.040 2,372,207 2,248,155 a0 12,770 Th94 2127 18,762
Wirach 15704 814 14,824 15,279,990 54,108 4,321,206 535484 3,840,976 2.998.361 522019 1,261,997 1,196,187 o 38702 42,533 1,131 BEZS
Defened Taxes (485.585,645) (420.254) {4B5,557.384) (1,681,383}  {142.767.993) (16412017} (122,066,660} ©2,434,021)  (15B78,765F (1,013,787} (33,537 089) B32}  {1.965741)  [3,278,561) 44302} (267.085)
Warking Capnal 69.844.000 84710 48,075,290 2WGL07 20220221 TA2%.29¢ 13620707 13451168 2328379 £.362.059 £.118.442 % 237,774 HONE 6927 41708
Fotal Adstment To Rate Base 51,185 566 247,559 250.948,010 a9.,007 70768859 6,843 5618 63,18%.40%  ?357.500 49.413.947 8,672,482 20,618,690 16,078,147 2L £89,452 600,253 18213 145,764
Aute Base Adsted For Ratemehing 2,380.819,523 1,765,472 2367064381 B2 43T 741786375 BOGOO097 602475286  JOMITTI  az87e).7ee TLOZLET4 105420848 330,240,408 3120 13595007 25.992,268 82,136 1520801
[ Relum Per Books 8.61% 227653166 65,633 227,483.533 TEB811 71.286632 __ 7,688,008 §7.660.048  &.757,153 41.014,307 6.811652 18,775.843 12.616,103 360 1,268,336  2420,677 28074 45,148
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FERT Total FERC PAPUC
ACGY Description of Account iy JURI, JURIS, BA
Oparation sad Maitsnance (P320} 650,132,128 459,542 855,473,508 1,835,068
Depracistion & Amortization Expuase (P339} 260,331,105 262,558 209.078,540 1,016,850
Taxes (P282) 100.910.921 £2.707 100.748.214 H0.290
Tote! Expamins 48,274,154 173,605 B5E00,40 2,200,178
Add: Grass Recaipty Tax 8458117 30,254 8,146,526 149,468
Tota! Expenyes fwGRT 282,427,834 812,058 BALSIGETS 2350897
Less:  Df-System Satat (P31) (38,600,039) {35,540} (38.484,498)  {127.273)
Othar Ravenusr {P300) (36,090,836) {27,260} (39,053,337)  {1M0,137)
Nel Expenies 907,647,267 T49217 $07,089,040 3093 148
Cost of Service 1,£35,500.423 918,850 1.134,681,573 3,098,997
Class Percameges 100.000% 0.00t% sRe9% ©.33%
mh @ METER 12,400,325 12,800 12,393,517 33,844
AVERAGE EMPEDDED COST f kWh Q03153 007174 009185 011493

ety e aw

COST OF SERVICE STUpY
{8y FERC Account - 1996)

is
175,657,182
85,324,073

294,930.221
16.726.850

soes8019

(10,203,283
{11,95433)

360.025.890
31.108%
2,877,268

4.12092

BH
17,217,033
9.972,361
LaR5g42

30,436,138
1,450,648

31,038,764

{1,244,879)
{1,220,748)

268,739,268 29,183,107
e LT e B s L L LT e LR

3,854,118
3 45%
W08

011924

oaiGH
128,615,060
712,240,020

226,643,929
8,510,824
233,164 863

{&,110,888)
(9,683,129)

214 260,545
272,446 501
23.098%
2,621,147

10382
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TRAFFIC
BMH g, GiH k Hyea AL 8E sm BH SIGHALE
14,950,047 104,445,605 16,799,048 45,080,615 41,224,210 700 087,744 3,354,845 65,840 485,147
0,454,027 $4,354,210 #,353,105 23,635,752 19,658,638 393 1,698,759 3157.209 0,924 176,437
17.191.976 8,311,515 4320832 1 019912 14,982 S7.048
8,208,121 175,981,770 29,994,698 80,815,693 05.212,701 1,220 4606415  B,23.910 04,727 709,500
989,720 4,372,842 1,183,080 3,670,024 1,238,671 2 138,044 646,968 LA H 72,072
22007840 120,354,712 30,147,768 83,893,007 89,442,451 1,268 4744459 8,781,878 102,124 180873
(1,058,121} (7.1490,230) ,252,37%) (3.120,402) {2,852,208) 49) {87,904} 98,804} 2,670) s
(1,110,567 (6,766,442 1,198,327) 3,255,370 @.011,200) 46) (258,843}  (525,555) @12 [24,904)
15098,152 188408050 27 156,054 71818135 81,573,846 1964 4397912 B 1597116 %4534 734,062
NS505 207,422,348 34,607,748 £8,396,078 14,089,949 1464 5666248 10,580,893 %2908 060,241
2805% 18 207% 1053% BABI% 6575% 0000% 0.499% °.032% 0O14% 0.076%
328,256 2,984,887 456,220 1,509474 1,200,624 13 /e 3448 [:EH] 11,836
2.00704 v.07130 007618 0.06336 008185 041259 0.16800 033845 14684 0.07563
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Schedule C

Cost of Service Study Results
Basis for Retail Rates
(Pages 1-6)




Adog

0o
100

124
2.8
17

129
129
129
73
178
179

12.4
2.4
7.8
2.6

Iatal Gerxd Preduction Com
Prodoction Encepy (501,509, 318, 547, 535)

Ys: OF-Sykan Sakes

fa: Trananicon O Sysens Sales Lot Revoone
Het Production Engigy

ows: Trauwaissicn Lows -Energy

Yems: Distribution Loss - Encrgy

Less: Spaning Reseny
Hex Production Enncpy Less Lare & Ancdary
Presductin Caprcity Cost

Teas: Oxber Revowne
Het Production Cepecity Com

lews; Tranmaissicn Low + Dammed

Sess: Distnbotion Loss - Domand

Jew: Roactive Power

Yor: Reyularion & Froquency Contrsl

Tu: Dyerating Sprming Reserve

Yess: Oprvaling Reserve Supplernental {Q). 5.)
Toual Net Heted Pioduetion Con

Geneintion Piodusste & Schedule
3. Tramamissioas Lo -Energy
aM: Tranamisiion Los -Danand
wA: Diseitasias Lons -Energy
a4 Distdibndian | s -Dammxd

Anciltery Stivieen
akd: Rewiive Frow Georrazion
wtd- e gubumn & Fronpamicy Comtrd
sdd" Spaming Reserve
wM: Rewere Sugpanectat (.51
Subtorel Qenecation Producte

Hon Produciion Eisergy Less Loss A Aacitsly
Vo1e! Msr Raisidl Proguction Cost
Subteral Jeneration Producis
Tota! Reiall Prodursian Cowt
edd: Gioss Regeipis Tox
Tetal Rl Proshution: Cemd W GRT

te1 Froduction Energy Less Losy & Anclmey
Votel Plex Rated Pralucsion Goat

Net Renctive Powst, Reg./Froq. Curl & Spiuving Res
Teral Basic Sewiive

Toral Basic Serviee (1M

Totad
nky

880,170,055
210,504,900
1332.975.902)
12685421
182,433.444
1029204
10430542

Q
179,372,188
063,481,147
{17.125.478)
045.785.072
2,650,834
18,458,242
4.021.475
%,187.040
8.912.205
9.802.219
490.648.427

1.629.714
2850834
10.438.547
18.456 212

4.021,67h
5107 020
B913285
9007219
6115501

170 313,189
590.040.477
£1.18550)
018 705118
21704524
849,963 090

110 373,189
©80 646 427

18.121 980
789.141.595

09631

FERC
JURS,

832,457

210,007

33,153
2 .000]

182591
1,025
4.345

o

170.621

810,451

12298

59%,155
2472

17,190
2,748
48:
0.302
3209

F50.40%

1.825
2.54%
4,345
7.684

T.746
5 08z
8.650
9.848
43,452

170,021
552,405
40457
]'?'3,‘79
20021
T98.508

175.621
550.40%

11505
147532

0.0504

PA PUC
JUBLS,

879.34),598

210,408,901
132,942,749}
1209.2995

182,250,054
1,020,089
10,432,197
]
170,190.506
602.974,896
117,708,179}
845,166,517
2,651,382
19408022
4,017.929
5,102,209
8904900

2010010
558.092.021

1.678.089
2.851.188
10402197
18.440.528

4017929
5101978
904587
SBEI752Y
81,142.040

170.1940.566
590.092,071
Gt 142 048
827.431.637
25241542
843,123,194

170.194.568
596.093.021

18104 475
704,394,063

© 0833

R&

2.979.212
210,120
{120.188)

454)
468,977
4,509
44,008

0
440,078
2.029,088

(82,707)
2,200,379
8.018
04,810
14,120
18,215
21,201
24,721
2,093.087

4588
112
44 208
78.058

14470
14594
72.010
a8

210040

440,073
2.033.807
216040
2.750.300
RI.I00
2.810.204

440.079
7.094.087

53,794
2.587,782

Q0765
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244.707.047
53,067.081
1%.599.205)
24 1001

43.991.457
403,837
3,897,697

]
3%.890,320
191.040.535
(5.005.008)
196,002,529
74340
5,309,247
1.158.904
1492141
2.584 054

244229
171.902,532

403.637
457 204
3 897,697
8092774

1.158.904
1.259.089
2,481,001
2.390,055
10 823251

09.690.323
171.902.502
18.8282%1
230.419,10%
10069 444
240.400.549

39,690.923
171,902 592

4578 805
216.1089.059

0.0770

(1996)

RH Q5iGM
26,457,601 213,502,737
5.570.58% 43,504,505
11,189,517} 18.552.2001
(4. 438} AZ.A853)
4,371,840 0,244.370
41,097 J57.474
404,574 3111384
[} L
3.925,170 4,780,712
22.807.007 144,718.202
{820.500) {4,481 ,788)
22,266,457 162,250,444
91,811 888.098
007,142 4637911
138.8929 1,010,000
179,058 1,303,492
J07.607 2,209,867
J41.309 2464M18
20.570.852 149.912.978
41,897 352,474
08225 573970
404,574 EARRNEIT
719,457 5.501.008
126,829 ot0 8N
109.454 1.408.109
166.003 2418719
0OR035 2,60023%
875,155 12,052.711
2.925070 24784717
20,570,852 149912978
LAraass, 11052711
26371176 201.740.102
632.6%0 Q319518
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2] 0 1] 0
o] Q ] 0
255,275,167 (903,966} (72,193,738) 10,946,086}
1,136,342,236 4,028,443 371,406397 139.4494,978
?51.508,240 81y 868 72,824,759 02420
1,393,848,878 4,339,311 394,311,158 46,878,239
132,948,850 474572 37,893.302 4,697,296
433984417 1387326 114570578 1200007
230.592.7113 944,352 61,000,020  B.408.327
71.837.810 247,363 74,432,115 2.316.892
6793435868 2.839.212 244707617 28457831
t34.212,048) (121,150 9,875,425} (1,198,954
(L2, 708,125 62 107) 15,008 008} 1620.580}
BX7,423371  2,755055 230,024,188 24,638,097

A8HGM

639,473,919
(288,718.878)

50,758,941

0
o

164,319,638}
206,437,303

84,561,803
251,318,138
33,761,769

101,957,302
60,413,391
10,350,279

213 582,137

18,620,135}
14.461.788}

200,500,814

amH

74,330,747

L33 568 5871
40,766,100

o
0

17,476,847)
ok LA K]

7.542,300
40,833,513
3,924,100
12,188,723
1,020,57%
2,135,405
25,248,804

.002,0074
1818.868)

23,728,073

a1

498,186,203

1225.125.020)
273,053,263

0
Q

150,108,930}
222,844,433

50,548,814
273,491,247
26,282,509

92,771,388
46,989,103
11,813,330
117,802,388

16.71%,599)
(3.425099)

187,470,780

¢IL]

86,839,178

134.230.048)
47,809,130

0
Q

18,734 468]
39,674,662

8810813
47,885,475
4,582,574
15,275,551
8,195,652
1,824,667
28,978,344

{1.170,5861
1905901

28,201 847

L
209,598,604

114,805,250
]
]

{21.081,830)
93.723,383

21,269,180
114,989,520
11,050,493

44,087,260
19,741,930

5,805,965
80,255,655

(2.825.401)
D_afi2 479}

718,467,875

HVYPS
198,684,485
89,287, 455)
108,097,009
Q
0

119,984,103}
88,912.908

20,158,777
109,071,683
10,481,789
37.031,839
18,739,744
2,500,298
£8.253.867

(2.678,27%)
(1388221

64,0989 418

AL
3,499

1920

1352}
1,566

355
1,923
185

523

8E

6,420,288

(2.503.093)
3,525 263

0
Q

1646.572}
2,878,691

952,223
3,530,915
33931

1,084,173
607,041
681,880

2,692.414

{86,854)
14.852)

2,580,909
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Fransmission Plant In Seivico
loss Aooumulated Depreciation
Net Tranemission Plant

Additions To Net Trenamission Plant
Land/Fiant Held Fot Futute Usn
CWIP

Daducti Ta Nat T iapion Plant
ADIT

Transmission Rsts Base

Adj Te 1 Hato Bate

Mato Baso Adjusted For Ratarmaking
floturn an Asta Base

Tranamission O & M Expense
Transmission DepiaciationfAmactization
Faxon

Fr. insion F Aeq |

Ioss OH.Systam Salas Revenuo
sy Othgr Movenue

Totsk Rotail Transmission Cost

Totsl
Wit

319,052,035
{120 281 842

198,760,093

0
o

(23,099,224t
175,080,869

(3,132,380)
171,921,489
16,521.655

13,406,871
6,594,369
2,809,919

19,392,813

(2,254,541
.249 8h5]

30,891 385

FERC Pa PUC
JURS, JURBIS, BA ;1]
300,545 318,751,481 866,548 74,608,884
113069 U20078.87141 (3280081 (2802747}
181,479 198,672,017 540,539 46,536,130
[} 4] 0 Q
0 o 0 0
22,320 123,876,9001 184,387] (6.548.,6421
185,151 174,995,718 478,172 41,047,498
{2950 13,136,423} {8.527 (235,015}
162,194 171,758,295 4087848 40,312,480
15,587 18,506,068 44,941 3,874,028
12,957 13,453,913 37,358 3.220411
8,232 8,588,138 17,969 1,548,967
1,988 2,807.931 10,288 827,872
35,764 38,366,049 110 566 9.571.073
{2.24) 12,252.450) 18,1231 1527 .65@
15.884) 16i.240 963} 118,966} (L4A2561)
28,756 30,882,879 87,477 71,680,660

COST OF SERVICE STUDY

(1996)
Transmission COS Summary

BH agmu amMy aL aLH
6,490,929 63,613,495 8074563  £5,761.458 11,573,153
12444907 (114523722 037781} 14.35:3,979)
4,053,943 52,180,773 5,036,800 41014856 7,219,174

1] o o o
0 o 4] o
482,741} {8,210821} (599,775} (4,804,020 {059.85%)
3,571,202 45,949,953 4,437,022 36,130,830 6359519
163 248 822,723} 79,4531 (B48.975) 1113,879)
A507,254 45,127,220 A35TEV0 354683854 6245642
337,047 1,338,726 419,763 3,409,998 600,206
280,181 3.601,302 348,140 2,834,871 498,941
134,763 1,733,028 187,435 1,363,431 239,983
102,925 704,520 85,487 487,377 81,426
854916 10327584 1019785 8095478  1L420.555
145,925} {590,853 157,069) {464,834} 84,781}
127245  D.522.104) (L66,00%) 012871375 (224 508}
881,747 8,149,627 804,841 6343477 L,112178

L

41,746,625

115.960. 661}
25,778,964

0
[+}

13,100,944}
22,678,020

{410,775)
22,285,245
2,139,690

1,515,141
841,417
199,174

1295.002)
t7 375}

3,588,548

HyEes
25,334,295
8,531,110

15,803,185
]
i ]
(1,681.835)

13,921,351

(249,282)
13,872,068
1,313,886

1,082,210
525,330
141,769

3073 220

179,024}
4980314}

2,398,165

Al
B2

56

{71

SE
178,808

88,5541
110.35%

0

o
13,147}
gran

n.741)
95,470
9,175

1.827
3.868
n.218
41.489

{1.250)
L4841

36,975
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Distribution Plant In Sevvice
less Accumulsied Dapraciation
Net Distribution Plant

Additions To Nat Distributfon Plant
LandiPlant Hold For Future Use
CWwiP

Deductions To Net Bistribution Plant
ADIT

Disieibuwtion Rate Base

Adjustmonts To Disuibution Relo Base
Hata Base Adpusiad For Ratormnaeking
Rawrn on Rale Base

Distritution O & M Expanse
Dislnbution Depreciation/Amor lizatian
Taxae

Distribution Revemsa fogquirerment

less Off-Sys1em Sales Revanue
lsss Qihegr Hovenuo

Total Ratail Distribution Cost

Tatal FERC PA PUC

Utifity JURLS, JURIS, BA B8 BH
1,341,846,934 391,841 1,341,255,293 4,798,658 517,081,486 45,738,604
117,207 [422.372.921} 1167.150.082) (14.284.325)
914,156,808 274,434 913,682,372 3,267,446 350,530,826 31,444,429
0 0 ¢ [} 0 0
0 0 [} o 0 0
(108,94%,787F (31,802} {108,913,985) i369,6621 (42,037,302) (3,714,129}
80%,211,018 242,63V €04,966,3898 2,897,765 308,493,524 27,730,300
13,423,000) 19981 13,422,007 $12,244) (1,220,785 (116,896}
B0V, 788,013 241,632 601,546,381 2,885,521 307,172,738 27,813,804
77,051,828 23,221 77,028,607 277,298 29,519,300 2,653,667
108,272,030 16,781 108,255,256 430,603 57,858,192 3,904,835
42,910,032 12,332 42,897,699 148,630 15,972,088 1,429,2M1
20,124,555 21,882 26,102,873 90,829 7,788,579 874,124
254.350.45)  24.218 294.284.238 948,181 11L13815¢  B:A61.592
0 [ 0 0 0 [}
114,108,300 4,118}  114.104.188b (50,463  (5.443.764)  1480.974)
240,250,145 70,097 240,180,047 897,698 105,894,393 5,380,623

COST OF SERVICE STUDY

{1996}

Distribution COS Summary

asiamM

340,847,492

(106.571.085)
234,278,407

[+
[}

(27,877,847
208,588,580

{869,520}
205,728,840
19,770.551

23,952,356
10,202,401

8,622,255
£.552.564

0
(3.584.237}

58,968,326

GMH
41,253,080

28,577,814

Q

0
13,349,875}
25,227,939

{105,251
25,122,688
2,414,290

2,343,815
1,266,618

763,954
6,700,628

¢
(433,803

8,394,872

oL [+]X:] L
190,494,233 29,178,404 592,772,657

156,7)1.853
133,786,575 20,434,575 65,936,195

¢ [+] 0
0 [} 1]

(15,467,896) 12,369,375} (7,533,420
116,298,879 18,065,201 58,402,775

1485,091) {74.444) £238,683)
117,812,688 17,880,757 56,160,680
14,321,789 1,728,912 5,589,780

8,833,528 1,015,320 3,498,208
6,001,875 217,571 2,948,905
4,081,207 835,883 2,216,376
31,030.210 4487491 14.241,299

0 0 Q
2.000.008) (3068301 1975.566)

28,035142 4,180,861 13,265 683
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Schedule D

Cost of Service
Table of Allocation Factors
(Pages 1-6)



Alloostor Offast Number s s e mmtavemmanncnn)

Alloc wlor
Number

2.2

Descrinti

12 CF (Colnoldent Faak » Monthly Systam Pesk
Tinse Parcantages (Bared on 1550 Data)

1 CP [Coinsident Peak + Annunl Bystam Peak)
Clane Parcontages (Based on 1095 Date)

NCP {Cluss Customes Peskas)
Clouas Poscemages (Bosnd on 1980 Daval

MDD [Noh-Coineidentsl - Individual Customes Praksl
Cless Percentapss {Bosed on 1998 Dats)

Cluss Muex @ Gen, Level - Bublraneiasion {0200)
Cuwe Poicenlapes (Besed on 1996 Datal

Glasp Max @ Gen, Level - Network [D21C}
Clamn Porcentegan {Besod on 1036 Cuta}

Clawy Max £ Gen. Lavet - SubtisniNatwors Towl (D300}
Ctepn Percantagon {Bessd on 1988 Dato)

Clase Max @ Qen. Level - Bevondary Less Serias {DINC]
Cloas Parcentogor {Basod on 1688 Date)

¥ al Hows

mV2hm n1 Customer Mete: Lavel (Beaed on 1998 [1e1a)
Teinl Losa

Tronsmission Lons

Disnibution |oas

MV1HS o1 Genainlion Lovel (Bosed on 1996 Date)
HVHS o1 Input Factiet

Total Loss
Total Lons Factod

Transmission Lons

V) e BT 1 TN DI

Total

2,074,760
100.600%

2,483,000
190.000%

3.012.818
VO 000%

5,107,838
100.000%

2.708.8490
100.000%

205,400
100 000%

3.704,000
100.600%

1,784,001
100 C00%

B, 380
17,408,325

13,282,504
100.000%

877,259
100.000%

118,408

FERG

2,0
0098%

2,582
0,103%

2,787
0.003%

2.787
0.065%

2787

0.103%

0 000%

0.000%

a000%

12,008
1,034
1.009
1.025

13.242

0 100%

a3a
0049%

1na

CmmrmEe -
2

Pa PUC
IS,

2,012,126

90.802%

2,480,438
¥0.8968%

3.000.8
90.007%

5.105,052
09,845%

.04, 109
£0.887%

205.400
100.000%

1.704,00v
160.000%

1,784,001
100 000%

12,303,517

13,270,342
99.800%

874,826
99.951%

118,369

6,838
0.281%

8,788
0.367%

10,628
0.348%

18,066
0.310%

10,828
04.309%

9.000%

10,528
0.587%

10,528
0.697%

33,848
1,105
1.008
1.08%

37,403

0.282%

3,568
T.405%

34

COST OF SERVICE sTuDY
(Allocation Yable - 1996)

603,212
24.264%

833,047
26,702%

830,178
27.557%

2,32).187
45.483%

830,178
30.009%

0
0.000%

B30.178
42.082%

BI0178
47.002%

2,071,208
1.10%
1,008
1,095

3,208,000

74.7071%

312,722
36.548%

4,348

43,780
2110%

40,072
1.804%

109,177
3.824%

120,238
2.530%

WQRATT
4.033%

0
Q000%

109,177
0.189%

091077
B.168%

309.038
1.105
1.008
1.095

344,480

2.571%

32.46¢
3.100%

0.

N&IGM

662,426
27.108%

709,284
20.708%

804,703
28.70%

1,002,368
20.308%

004,703
28, 71%

41,878
20.388%

870,838
38.020%

870,808
38 020%

2,021,147
1.000
1.000
1.088

2,872,967

21.828%

261,820
28.705%

75.828

amMH

54,305
2.822%

43,974
1L181%

102,770
3.45t%

143,868
2.813%

102,71
3.707%

7.868
3.830%

6,617
4.285%

25,517
4.281%

370,268
1.090
1.009
1.080

357,763

2,857%

20,627
3.388%

3.

j: 18

442 537
21.349%

528,40
21.464%

673,700
10,048%

759,480
14.660%

559,465
20821%

1z2,eNn
65 000%

48,416
2631%

48,415
2,651%

2.884.097
1.052
1.009
1.043

2.036.214

2.887%

161,327
17,250%

L0892

fiLH

17,062
9.750%

84,041
2412%

27,114
3.230%

118,720
2.344%

07,34
A.6586%

18,876
6.180%

4.6p0
G.206%

4,080
Gr7a5%

455,220
1,05
1.009
.41

470,247

J0H%

23,097
7.633%

4,280

10

L

01,51
10.002%

224.2713
2.106%

e
1.15%

86,444
5.608%

174,284
B.439%

23,811
11.683%

Q
0.000%

[}
6.000%

1,508,474
1.038
1.009
1.028

1,563,363

11.768%

63,870
6.142%

13,845

HYPE

170,885
8.220%

186,766
7.584%

31,180
1.873%

270,408
5.204%

0
0.000%

0

0.000%

[

0.000%

o

0.000%
1,201,824
1.009
1.000
1,212,641

9.120%

wa?r
1.233%

190,818

12

9.000%

0.000%

0.000%

0.000%

0.000%

0.000%

Q.000%

0.000%

13
1.077
1.009
1.087

0.000%

0.000%

13

13
1,482

0.057%

0.000%

7450
0.237%

2,150
0. 140%

7,150
0.204%

0.000%

7,160
0.405%

7,150
0.405%

20,616
1106
1.009
1.09%

3,024

0.230%

3,008
0.343%

282
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Abosator OHfset Number o o - s e s e e ememuas=>

Allocator
Maurher

D inticn
12.4 Tronamission Loss Fector

Distsitastion Loes facto
12.8 Dimribution Loss
* Aversge Curtomars {Barad on 1998 Data]
13  Cuslamer Facior - P31 1/IP304

* Total Number Of Gustomers (G101
14 Class Perceningos {Based on 1098 Date}

* Toisl Number Of Network Customers [C21)
18 Class Peicentages {Bssod on 1898 Dots]

* Totsl Number OF SubTrane/Network Customers [CI0F
18 (lsws Poiceniages (Basad on 19898 Deto)

* Total Number O Sscandary (eas sesies Cuntomers (C31]
17 Claps Poicentagea (Dawsd o 1898 Deto)

* Yotal Number Q1 Seaondary Iees Bt Lig. Customars [C32]
18 Class Prcsniegen (Bessd on 1996 Gaie)

Qireot » Street Lighting Adoount I7I (CKP 1)
19 Cloas Poiconiagoes |Rascd on 1085 Date)

* Diteot - natall On Gugt, Premites Account 37 ICKP2)
20 Closs Porcontagar {Baned on 1066 Onte}

Grosr Reosipts Allccator
21 Clace Porcanisgos [Bassd on 1890 Dslap

010 Charggas T NCP Poigont

* D10 Aloontor
32 00 Allocai From NCP

WEAGIDY, P A B3

100.000%

758,773
100.000%

670,740
100.000%

580,730
100.000%

L1g0
100.000%

878,610
100.000%

437,240
100.G60%

518,077
100.000%

$21, 188,038
100,000 %

$37.793
100.000%

16810,260,057
100.000%

3,008,654
100.000%

0.000%

1
Q.000%

1
0000%

0.000%

0.000%

867,283
0.100%

A.876%
2.028
0.097%

FA PUC
JURES.

99.5000%

68,452
00.0658%

679,730
100.000%

540,720
100.000'%

1.180
100.000%

81,509
100.000%

837,209
100 000%

670,078
100.000%

$21.7068,032
100.000%

537,703
100.000%

1600,423,574
20.004%

3.006,73%
849.003%

COST OF SERVICE STUDY
{Allocatton Table - 1996)

1 3 [ ]

pemnau = crrame mmwems

BA RE BH asiaM amy
0.207% 24.707% 2574% 21,628% 2.603%
3,271 289,378 W44 226,184 26,738
0.426% 37.367% 2877% W.E10% 3.4N%
2,793 408,280 2w $1,379 3,357
0.482% 85.004% 2921% 8.802% 0.679%
2,834 496,025 22,615 §1,502 3,312
0.488% 85.500% 2929% 6.808% 0.581%
[ ] [ 828 1732
0.000% 0.000% 0.000% 17.983% 14.538%
2834 490,925 22,816 61,690 2372
0.418% 73.238% 2.363% 1.803% 0487%
2.634 406,525 22,815 50,263 3,120
a445% 77.801% 3.580% 1.888% D.481%
2,834 69,925 22815 50,263 3,130
0.487% 88.260% 3.600% 0.726% 0.5¢3%
0.000% 0000% 0000% 0.000% 0.000%

4,504

0060% 0.000% 0.000% 12.076% 0.000%
2,349,805 374.870.004 25,788,408 145,921,021 21,733,412
c.413% 48.205% 3.183% 18.009% 2.602%
1.406% 1.406% 0.664% 27IT% 12.2581%
10,880 866,745 409,703 774,300 £9,152
0 386% 28.800% 3649% 25.738% 2.860%

a
22.067%

124,245
16.314%

638
0.10%

6838
0.110%

78
8.6556%

433
0.093%

o8
£.018%

56
o.h7%
0.000™%

13,826
36.581%

88,000,872
12.006%

D.114%
574,344
19.093%

AB01%

18,63t
2.482%

108
Go1a%

107
[1X:11:1 3

0.872%

107
[ Xel:] 9

10
T.00%

10
0.002%

0.000%

0.000%

26,068,583
3.2%

4.783%
101,669
3.088%

AL

L

11.768%

39,834
5.263%

26
0.004%

28
0.004%

-3
0.252%

e
0.000%

o
.000%

[
0.000%

0.000%

2218
5.808%

88.804,862
8.514%

0.824%
221,386
7.680%

"

HVFS
0.120%
1
0.000%
3
0.001%

2
0.001%

]
{£.000%

v
£.000%

[}
0.000%

0
Q.000%
0.000%

17188
45.474%

27,559,461
3.401%

-0.824%
220.033
1.812%

1z 12
aL £E

0.000% 0.238%
1 2724
C.000% 0.358%
2 1
0.000% 0.000%
2 1
0.000% 0.000%
0 [}

0 000% 0.000%
2 30,051
0,000% 5.766%
2 [}
£.000% 0000%
[ 0
0000% 0.000%
8,532,484
O000%  2B.985%
0000% 0 000%,
841 3,093,842
0.000% 0.382%
7.478% 7.470%
4 7,885
Q.000% 0.255%

ST M attengltae TR
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emmmne mmmana
EM &H
0.207% 0.007%
2,899 80
0.304% 0.011%
n? 14
0.174% 0.002%
00 14
0.122% 0.002%
0 ]
0.000% 0.000%
58,858 813
B.845% 0.120%
58,068 013
0.205% 6,128%
o o
0.000% 0.000%
16,263,556
70.015% 0 000%
0.000% 0000%
12,756,677 185.787
1.613% 0.020%
7.470% 7,478%
8,448 225
Q% Q.00T%

[T

g

TRAFFIC
EIGHALE

0.087%

1,108
0.148%

1,603
0.202%

1,090
0.281%

D‘L‘
1.8

0. ?‘49‘

1,890
0.285%
0.000%

0 000%

0.000%

1.615,280
0.109%

T.419%
15N
2052%

g 3o z =beg
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Allooutor OHast Number » = s e e s s mveurmnmau=r>

Allocator
Haarker

Description

Cusiomer maintensnce snd eoivice conl
Customer Barvios Covte
Curtomer Sevica Fastor

* Weighted Customar Meters Invertment (ICW1)

40  Custormer Maiet nvasiment Feclor

T insion Plant A Direet A 1P3BO2A|
40 Claws Parcentages (Baved On 1587 COSSH

. isvion Plam As Direot Asrigr {P3E230}
81  Cless Perceningan {Bosed On 1802 COSSH

i { i Pism A Direot Asri (P3GagA)
82 Clows Pargonpgos {Bowed On 1992 COSSIL

* Distrib Plant A 1 Direot A {PJa24)

Cinss Porcantages (Besud On 1802 COSSH

* Distsibartion Plant Avoount Direot Ansignment (PISBA]
Clozs Maiceniagas (Bsred On 1882 COSSH
CALCULAYED ALLOCATORS

* Sum Production Plent
Praduction Plan Faclon

Sum Transmiaion Plant
Transrisuion Plart Faclor

* Bum Distribution Plant
Ointribulion Plen) Fecion

* Sum Pred, Teana, Dist Plamy

wigern B3 R 0% 1 Ay

Totsh

708,609
100.000%

1,187,668
100.000%

114,448
100.000%

2.388,008
100,000%

8,505,083
104.000%

43,286,968
100.000%

13.597.63%
100.000%

2.308,399. 711
100,000%

312,186, 158
100,000 %

1,233,225.730
100.000%

FERG
UAIE.

1,000

Q.000%

100

0.000%

0.000%

0.000%

0.000%

0.000%

0.000%

2,309,085
G 0ga%

204,078
0 0g34%

350,992
0.028%

3.811.811,207 2,083,155

FA PUG

700,696
100.003%

1,187,589
o90.091%

114,448
100.000%

2,308,001
100.000%

8,505,083
100.000%

43,268,900
100.000%

13.892,831
100.000%

2.384,089.638
69.802%

311,092,078
08.808%

1.232,885,708
99.871%

3.900.840.002

BA

1,000
2,183
A.298%

.53
0.243%

o
0.000%
0
0 000%
0
0.000%

(1]
0.000%

0
0.000%

8,371,503
0 354%

047,800
0.272%

4,411,052
0.358%

13.630.535

COST OF SERVICE STUDY

(Allocatfon
L] 1]
BE BY
1,000 1.000
486,280 22,729
10.03%% INT%
489,826 22,016
42.550% 1.0654%
[} o
0.000% 0.000%
L1} 0
0.000% 0.000%
/] [1]
0.000% 0.C00%
180,901 0
0.418% 0.000%
raelean 114,465
13.548% [ R:28 3
088,562,739 02,849,039
28.260% J601%
73.091.533 6,359,087
23 3% 2.007%
415,848,508 47 042.550
30.586% 3.400%

1211.620,671 121,250,685

Table -

GEIOM

3.227
105,820
T3.4087%

638,820
45.973%

16,247
13.322%
[
0.000%

07,389
1.477%

2744834
8.243%

3,520,607
25-3895%

695,660,714
25.172%

81,814,322
26.207'%

313,302,918
26.406%

990,777,961

1996}

3.380
"nm
1.598%

37,346
3.198%

[}
0.000%

a
0.000%

o
0.000%

12,328
QHO%

872,144
8.278%

§0.243.806
2.028%

7.800,818
2.531%

37,918,336
3.076%

116.083,157

9.682
8,187
9B1E%
61,840
4.440%

0
0.000%

o
0.000%

¢
0.000%

10,418,019
25.280%

8,187,817
44.501%

444,055,188
18.810%

84,330,835
70 808%

175,090,912
14.198%

743,462,638

aLH

8.164
91
D.YI?T%

9,260
0.788%

0
0.000%

[+]
¢.000%

L)
0.000%

168,047
0.393%

1,280,047
8.367%

80,808,437
3.418%

11,324,126
3.827%

78.820,438
2.175%

419,034 000

19

17.802
483
0.086%

1.800
0.608%

48,201
86.878%

2,396,001
100.000%

6,487,874
88.523%

20,240,137
BL.5H%

o
0.000%

195,238,257
8.250%

40,848,232
13.085%

85,275,611
a.816%

324,362,100

11

26.260
™
001%
1,50
0.164%
9
Q.000%
0.000%
0.000%
o
0.000%

©.000%

165,07, 708
rLE21%

24,760,168
7-810%

11,275,023
0.914%

221,138.75%

12

0.000

0.000%
0.000%
2.000%
0.000%
0.000%
0
0.000%
0.000%

3.260
0.000%

2c
0.000%

1,78
0.000%

13

13

0.000
[}

0.000%
0.000%

T.000%

[
0.000%

[
0.000%

L)
0.000%

L]
0.000%

£,007.086
0.253%

173,009
0.055%

19,304,998
L401%

LO9B  74.545.980

LT It
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Page 3 of
14 i6
M BH
0.000 0.000
Q
0.000% 0.000%
o o
0.000% 0.000%
] ]
0.000% O.000%
L) Q
0.000% 0.000%
0 o
0.000% ¢.000%
] o
0.000% 0.000%
L] 0
0.000% 0.000%
5,560,681 175,045
0.278% 0.007%
180,218 6,081
0.081% 0.002%
41,268,085 209,185
3.329% G.023%
ab,068,084 469,271

atlesathen Laele Easr capr-

19

TRAFFIC

0.000

0.000%

0.000%

D.00%

0.000%

0.000%

0.000%

1,380,815
0.068%

212,303
0.068%

200,618
0.074%

2,489,634

o ¢ =bed
s T

ar-mwo 3



Micontor GHeat Number

Allocalor
Number

Description
103 Piod,Trane,Divt Plam Faclor

* Eum Produstion O&M Expanee
104 Producticn O8M Factar

' Yotel Power Expanse
106 Tolal Power Expense Fastor

* Sum Tranamission OLM Expensa
Tennsminsion 0&M Fecior

* Sum Distmbution OLM Expense
Distiibulion 0&M Fecio

* Total Net Plent
Tetel Revonus Factes

Steam Production Plant Acota. 311-318 Retio [P3118]

112 Sem af Account 311-318 Facior

Hualent Produaiion Plant Agotle. 321-326 Ratio (F3216)

113 Sum ol Account 321-325 Factor
Other Praduotion Flant Accts. 34 1.348 Ravo {(P3418)
Sum ol Accoun 341.346 Focter

Tiansmission Plant Aocounta 362.363 Hevo {FI523}
118 Sum ol Account 352.363 Facter
Teansmission Plant Acovunts I64.368 Astia (FIBA0)
Sum ol Account 354.358 Facter

17

Dirtribution Plam Aesounis 361-362 Retla {PIE12)

118 Sum ol Account J01.362 Facter

Distibyion Plyny Avsounte 384385 Ratio {PIBSS)

WERSIONT 1253 1T T

P T T I

Totel
hi

100.000%

241,891,307
100.000%

32,651,922
100.000%

", nzame
100 000%

38,604,510
V00.000%

2,117,723,954
400.000%

132,091,588
10G 000%

1,482,701.04)
100 000%

42,505,175
100.000"%

132,931,400
100.000%

V18,261,820
100.000%

369,045,578
100 000 %

J86,950,683

FERG
JUBIR,

0.076%

323,306
0 0o9%

32,542
0.100%

10,702
0.098%

9.001
0.023%

1,512,613
0.072%

ar,03
0.008%

1,445,683
0.095%

41,382
GO

126.221
0.095%

104,497
0.082%

180,074
0.050%

73,238

D2.924%

349,308,002
68.001%

32,810,301
89.800%

1,101,327
09,804%

30,602,470
ag.8II%

2,119,208,341
29.928%

831,240,557
09.902%

1.481,315,188
B9.902%

42,404,343
°8.903%

132,805,175
D0.006%

118.155,128
89.908%

358,805,602
90.650%

388,692,437

Ba

0.348%

1,075,009
0.315%

92, 1%
0.282%

3c,857
D.2718%

148,426
031%

1,400,380
0.340%

2,006,363
0.345%

£.278,803
0.356%

163,602
0381%

363,056
0.274%

307,050
0.204%

1,230.824
0.345%

1,833,176

COST OF SERVICE STUDY
(Allocation Table - 1996)

BE
KIRFEL S

50,110,353
20.272%

8,100,953
24.808"%

2,850,061
12.037%

16,466,937
A0,145%

an.0zr418
31.686%

233,280,514
20.027%

420,622,824
28.381%

12.165,190
8.520%

31,374,000
23.002%

28,169,344
12.797%

97,914,483
TLBT%

207.881,677

m——em-

Ay
3355%

10,247,342
2.088'%

642,984
2.582%

731,420
2.082%

1.418,441
.877%

165478
3.360%

28,851,181
2.443%

52,338,272
3.530%

1,528,278
3.599%

2,720,502
2.053%

2,302,078
1.981%

12,721,887
3.543%

17.603.258

-

AAIOM
26.318%

78,474,208
H.268%

T.075.604
21.889%

2,074,410
20.7867%

9,806,660
26.001%

$38.985.818
26.451%

207,910,201
24.951%

374,857,368
26.28t%

10.857,945
25.549%

35,065,858
20.319%

20,682,311
26.5371%

83,217,144
25,8IG%

#0,875.197

aMH
2.001%

0,569,180
2.801%

BB0,246
7.008%

207,627
2.668%

1,091,431
7.680%

82,056,173
2.871%

24,2200
2812%

43,503,872
2.923%

1,264,180
295 1%

3,391,368
2.551%

2.881,189
2.461%

10,784,401
2.098%

9,974,607

17.084%

72,603.045
21.302%

7,450,792
22.819%

2,341,342
21.070%

4,208,860
12.100%

372,373,947
17.020%

184,863,661
19.812%

750,285,055
19.610%

8,100,111
19.768%

27,810,032
20.7715%

23,200,828
20.040%

@4.584,082
17.982%

19,457,817

A045%

12,018,650
ABVI%

1.176.020
I 600%

412,108
3.708%

504,223
1.208%

63,209,302
2.089%

20.537.420
3.430%

50,800,009
3412%

1,444,783
3.399%

4,840, 758
J.857%

4,100.1%
3.627%

8,328,851
2318%

3,901,042

1w

L
8.216%

34,870,068
WL HaE%

3.820.981
11.728%

1,240,409
F1.184%

1,821,042
4.720%

174,802,167
B.254%

0,470,611
B.459%

120,713,237
0.542%

3.349,460
1.880%

10,613,700
12.423%

17,838,117
16.420%

60,757,837
16.922%

4,810,450

"

H¥ER
5.852%

29,135,351
B.627%

2,075,747
B.114%

BO2.128
B.VIE%

1,934,362
5.011%

No2e221
5.211%

85,752,785
1.800%

115,385,117
T.780%

3,205,763
7.883%

10,840,566
0.005%

8.977.138
71NN

9,843,227
1.906%

0

12 12
mEEe mmeE-wE

aL 13
0.000% 0821%
41 931,002
0.000% 0.245%
39 T
0.000% 0.238%
3 6,209
0.000% 0.057%
a3 E75,508
0.000% 1.401%
2,713 12,588,835
0.000% 0.606%
1,120 2,097,768
D.000% 0.252%
2,057 2,758,788
Q.000% 0.262%
(13 108,225
0-000% 0.256%
a9 4,302
0.000% 0.0568%
EX) 62,688
0,000% 0.054%
474 901,105
0.000% 0,266%
810 gB852.1N
F=fE" havr,
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TRAFFIC
M - SlGHALE
1.220% 0.012% 0.004%
P19,814 24,470 230,942
0.269% 0.007% 0.076%
85,483 2,276 31,488
0.282% 0.007% 0.096%
0,822 184 1,728
¢.002% 4.002% 0.070%
1,212,186 11,541 34,333
3.140% 0.030% 089,
24,682,008 273,023 1376,
1.181% 0.013% 00a5%
2,305,438 81,327 £05,458
V% .00 % 0.081%
4,130,932 109.890 847,853
0.279% 0.001% 0TS
118,948 3,164 23,003
©.200% 0 007% 0.054%
81,550 2172 91,129
0.08t% 0.002% 0.089%
68,085 1,833 76.883
0.050% 0.002% 0.086%
1,106,162 24,706 173,380
0.333% 0.007% 0.08%
20,606,404 211,345 654,428
5
b
oo
Q H-
 ct
WOy
o B
[ I
[}
)
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1 2
semnmm mdemrmms
FERC PA FUC
AIRIA RIS,
0.020% 09.060%
40,591 187,328,267
0.026% B0.074%
37,38t 150,900,041
0.025% 50.976%
8,056 1,785,476
0.012% 29.088%
143,856 147,394,941
o.008% 99.902%
5,481 5,813,415
0.004% 29.900%
28,925 91,889,330
0.018% .en%
1109631 1,138,342,200
0.098% 090.507%
185,151 174,805,718
0.0M% 90,008
242,831 804,908,308
0030% 20.070%
849,887 007,008,744
0.00I% 29.007%
60.33%

Allccator Offsst Numbar s s v awmm s s e uccmmnd
Allecaior
Numiber Tetal
Description Ay
§0 Sum ol Account 364.385 Facior 100.000%
Distribution Plam Acoounts 366-367 Rutia {P3667) 187,277,870
120 Sum of Acceunt 386.387 Factor 100.000%
Distribution Flant Aoecunte 368 Heto (P268} 150,048,402
121 Sum of Agcoun 388 Factos 100.000%
Distribution Flant Agocunts 368 Retio (P389] 67,792,430°
122 Sum of Accotmi 389 Factor 160.000%
Totsl Geanrel Plant Production 142,536,887
123 Sum of Generel Plant Production 100 000%
Toted Qanerat Plant Tranemisaion 5,219,808
124 Sum of Genecal Plani Tranzmission 100.000%
Totsl Gerernl Pluet Distribution 11,086,155
126 Suin of Ganorsl Plam Dinlribusion 100 000 %
Totul Hat Praduotion 1,132.462,066
1268 Sum ol Production 100.000%
Tots] Net Transmiusion 115,060,869
127 Sum ol Nansmission 100 000 %
Totsl Net Distribution 805,211,019
128 Sum at Diairibetion 300,000
Non:Fuel Pawet Produstion + Expenses 687,738,611
28 Migduciion less {ECA) Fuel Ralated Coals Allgcsion 100 O00%
Avoinge demend .54
Poak domend 2,003

WERADN FrIe RPN T K B

mwm e

3

RA
0.474%

410,687
0.219%

471,443
0317%

268,807
0.a65%

521,911
0.354%

165,804
0.272%

378600
0.368%

4,026,442
0.354%

476172
o272

1,891,765
Q360N

7.190.238
035%

COST OF SERVICE STUDY
(Allocation Table - 1996)

BA.T17%

39,090,662
19.201%

80,484,733
40,067 %

44, 712,32y
77.3871%

41,881,510
28.250%

1,302,368
23.013%

35,450,812
38.500%

I29,486,397
20.284%

41,047,488
23.448%

306,493,524
30.312%

200, 15,980
20.7871%

BY
4.6523%

4,189,172
2.226%

3,833,198
2.608%

2.400.548
3.848%

5,185,075
J.501%

118500
2.007%

3,132,881
2.408%

38,854,070
2.504%

3,671,202
2.040%

27,730,300
F.444%

24,085,901
3.452%

GEIGM
23.433%

69,886,032
31.940%

I2.520.400
21.650%

#,602,863
1.261%

37,136,402
26.172%

1.624,8962
2.201%

¥3.348.561
25.405%

286,437,303
25.182%

A6, 941,853
26.248%

200,598,580
25.068'%

115,338,308
26.130%

aMH
2.678%

0,307,301
BHO%

4,928,113
3.204%

00,078
1.039%

4,318,884
2.020%

147,205
251%

2.825.6M
3.076%

33.201.03
1821%

1,637.072
2.6535%

25,227,030
3%

0412027
2.028%

al
5.028%

64,669,542
20.117%

30,925,432
20.425%

1,881,170
3.268%

28,030,691
18.610%

1,108,182
20 800%

12,047,224
14.198%

222,944,433
19.600%

36,130,630
20.839%

118,298,578
14,092%

135,050,559
19.058%

L ——

—m -

aLH
C.EHN %

£.008, 684
4.824%

6,305,800
2.676%

w6, 222
0.613%

5,042,807
3.418%

211,072
3.82T%

1,668,678
2.176%

38,814,602
3.418%

£,350,518
3.833%

18,066, 20
2.244%

23,348,522
3.348%

0

PR

L
1,245%

12,081,801
B.448%

8,216,374
4.118%

706,814
1.223%

12,171,760
8.250%

761,380
13.086%

6,354,468
8.016%

93,723,363
8.240%

22,678,020
12.963%

58,402,775
7.250%

60,079,278
8.324%

n

HWEE
0.000%

0
0.000%

3,821,580
2.390%

B87.240
1.166%

¥1,637,985
7.021%

482,050
7.940%

640,247
D.914%

68.912,908
T.817%

1392130
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DERIVATION OF PRODUCTION BASED ANCILLARY SERVICES

Fossit Combustian
Total Stearn Nuclear Turbine
Revenue Requirement by Fuel af 679,777,573 219,559,623 452 668,508 7,549,442
MW of Capacity 2,622 1,808 659 54
Ancillary Services
Reactive from Generation bf
allpcated to type of production by net plant ¢ 4,021,675 1,342,054 2,604,821 74,800

Regulation and Frequency Response
43 MW from 1809 MW fr. steam 5,187.040 5,187,040

revenue requirement

Operating Reserves-Spinning

73.9 MW from balance of Steam df 8,913,265 8,913,265
Operating Reserves—-Supp. (Q.5.) el
54 MW from BI: 20 MW balance from Steam 9,887,219 2,412,577 7,474,642

Capacity Losses

Transmission

22 MW from batance of Steam f 2,653,834 2,653,834
Distribution :
153 MW from balance of Steam af 18,456,212 18,456,212

Total Production Capacity Based
Ancillary Services & Losses Costs 48,119,245 38,964,982 2,604,821 7.549,442

a/ functionalized based on data presented in Mr. Clayton’s testimany.
b/ Proportion of total plant investment derived from investment in facilites at each plant related to production of
reactive power and power factor; proportion applied to total revenue requirement as described in testimony.

¢/ Net plant:
Gross Book 2;366,398,721 840,120,348 1,483,378,944 42,899,429
Accum. Dep 1,081,527,382 411,352,041 651,173,531 19,001,810
Net Book 1,284,871,339 428,768,307 832,205,413 23,897,619
Percentage 100.00% 33.37% B4.77% 1.86%

d/ e/ 3% ECAR Requirement for each spinning andfor quick start * 1996 peak of 2463 MW,
ff Transmission Loss Factor minus one—{1.009-1) * 1996 peak of 2483;
g/ (Total Loss Factor minus one—{1.071-1) * 2463 MW ) lass 22 MW transm loss;
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DERIVATION OF NON FUEL PRODUCTION COSTS

1 Total Production Cost 880,176,055
2 less Other Rev 17,725,476
3 Total Retail Prod Cost incl. fuel 862,450,579 (12}

Fuel Portion of Production Cost
4 Fuel (ECR Rider 15)

5 Acct 501 Fuel 156,405,163
6 acct 509 allowances 2,068,025
7 Acct 518 Nuclear Fuel 25,704,809
8 Acct 521 Steam Exp 0
9 Acct 547 Fuel 201,637
10 Acct 555 Purch Pwr 32,269,274
11 Subtotal - 216,648,908 Sum (4(10)
12 less Off System Rev, . 33,975,902
13 Total Net Fuel 182,673,006 (1112}

14 Production Cost excl. Net Fuel 679,777,573 (3H13)
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Duguesne Light Company } Docket No. ERS96-1573-000

SUPPLEMENTAL DIRECT TESTIMONY
PETER A.OSYBIERALA
Please state your name and business address.
A. My name is Peter A. Wybierala and my business ad-
dress is 411 Seventh Avenue, Pittsburgh, Pennsylva-
nia 15230-1930.
By whom are you employed and in what capacity?
A. I am employed by Duquesne Light Company ("Duguesne")
as Supervisor, Business Planning Department, Regula-

fory and Economic Analysis Unit.

Q. On whose behalf are you testifying?
A I am testifying on behalf of Duquesne.
0. Mr. Wybierala are you responsible for the develop-

ment of the Ancillary Service charges?

A. Yes.
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What ancillary services is Duguesne proposing to
offer to transmission customers?
Duguesne is offering the ancillary services the FERC
directed transmitting utilities to provide in Order
No. 888B.
What are those services?
Those services are:
1. Scheduling, System control and dispatch
2. Reactive Supply and voltage control from Gener-

ation Scurces

3. Regulation and Fregquency Respconse
4. Energy Imbalance

5. Operating Reserve-Spinning Reserve
6. Operating Reserve - Supplemental

Please describe in more detail what Duguesne pro-
poses as to each ancillary service it is offering
including how the charge was developed, what the
charge is, and how the charge will be assessed
against each user.

I will discuss each of the six ancillary services
included in Order 888.

Please discuss scheduling service.
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Duguesne is not proposing to charge for system
control and dispatch service at this time.
Duquesne, however, is proposing to charge for sched-
uling service. 8Scheduling service can be provided
in one of two ways - manually or dynamically. To
the extent customers want to schedule on a dynamic
basis, there is likely to be set-up costs for com-
puter equipment and tele-communication lines, the
cost of which will vary by customer. As a result,
Duguesne proposes to charge for these costs on an as
incurred basis at the time a-particular request is
received.

Duguesne has established a charge for schedul-
ing service assuming scheduling is done on a manual
basis. Manual scheduling reguires that personnel in
Dugquesne’'s system operation center be available to
make the necessary schedule changes and perform the
required accounting functions for the transmission
customer. Therefore, in determining the schedule
charge, I have divided an appropriate amount of
annual labor expense by the number of transactions

scheduled across and out of Duquesne’s control area.

of 23
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The annual labor expense was computed using data \h?
from FERC account #556 and ig bhased on an azllocated
share of salaries associated with transmission
scheduling. Duquesne has estimated that amount to
be $823,204. I then applied an adjustment factor of
1.21 to account for fringe benefits bringing the
total allocated labor expense to $996,077. Dividing
this value by the number of hourly, schedules in the
year (8760) yields a unit cost of $113.71. I pro-
pose to charge $100 for each schedule and change in
schedulé submitted by a transmission customer. If
scheduling charges were set on a flat monthly fee
basis, transmission customers would have no incen-
tive to eccnomize on the number of schedule changes
that they could effect since there would be no
difference in cost whether they requested 1 or 20
schedule changes Quring the day.
Please describe reactive support from generation
service?
I will but first let me discuss certain aspects of
generation that are common for the remaining five

ancillary services. First, generation is associated
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in one way or another, in varying degrees, with all
of these services. Putting aside scheduling and
dispatch {(which I have already discussed), all other
ancillary services involve providing either energy
or power which ultimately come from generation
sources.
Do the current FERC accounts break-out these genera-
tion-related costs attributable to the provision of
these ancillary services?
Not entirely. FERC accounting is sufficient to
determine total plant investment, but is not ade-
quate, without more, to determine specific plant
investment and plant related costs associated with
the production. For example, the FERC accounts do
not detail the investment and operating costs asso-
cliated with the production of real and reactive
power. In addition, investment in facilities that
provide scheduling capability also perform many
octher functions relative to the day-to-day operation
of an electric power gystem.
Is it necessary therefore to sstimate what propor-

tion of generating equipment is used to provide for
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the various services ancillary to the provision of
transmission service?
Yes. In identifying the charges for reactive and
voltage control, I began by identifying the equip-
ment components of generation plant associated with
the prcduction of both real and reactive power.

These components include:

d unit step-up transformers,
. exciters,

. voltage regulators, and

b generators

The plant investment for each component was
obtained from Duquesne company internal plant and
property records. Once these individual plant
investment costs were collected, I then totaled them
for each generating unit and allocated them between
real and reactive components based on individual
unit power factor ratings.

Before you proceed please explain what you mean by
real and reactive power?
What is commonly called “"Power”, but what engineers

often refer to as “"real power” as an electrical
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guantity, is defined as the product of voltage and
current in which the current and voltage waveforms
are in phase with each other. On an AC (alternating
current) power system the waveforms of voltage and
current are typically not in phase with each other,
and therefore only part of the produet of woltage
and current actually is transmitted or consumed as
real power. Real power is ultimately converted into
useful work in applications such as pumping, light-
ing, or heating. Reactive power is the product of
voltage and current waveforms that are 90° out of
phase with each other. Reactive power establishes
the magnetic fields that are essential for the
transmission of real power, voltage transformations,
and electric motor function.

Perhaps the best way to describe the relation-
ship of how real and reactive power applies to
generation is to describe what is known in AC elec-
trical theory as the power triangle. The power
triangle is a right triangle in which the base
represents the real power and the vertical side

represents the reactive power. Consistent with the
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mathematics of geometry, the hypotenuse is equal to
the square root of the sum of the squares of the
other two sides. By dividing all of the sides by
the hypotenuse, the real and reactive components of
the triangle can be represented on a per unit basis
where the sum cf the squares of the two sides equal
unity.

In designing a generator, manufacturer’'s define
rated power factor as the point in which the genera-
tor will produce rated power most efficiently. Good
utility practice is to operate generators at or near
the manufacturer’'s rated power factor. The power
factor represents on a per unit basis how much of
the total output of the generator is real power.
Based on the right triangle relationship, the square
of the power factor represents the allocation of
real power output. It follows that 1-(pf)? repre-
sents the appropriate alleocation of reactive power,
and then multiplying the resulc by the total plant
investment would yield the per unit amount that
should be aliccated to reactive cost. For example,

under my approach assuming 0.%0 power factor for a
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generator, I would estimace 19% or {[1-(.9)°1*100}
of plant investment as devcted to production of
reactive power.
Why is reactive support important?
Maintaining acceptable voltage profiles across the
transmission network is critical to insure reliable
operation of the network. Transmission voltages
must typically be regulated to +/- 5% of the nominal
operating veoltage. Voltage excursions outside this
range can damage equipment and detrimentally affect
the security of the interconnected transmission
network. Generators not only supply and absorb
reactive power but alsc regulate the injection and
extraction of reactive power to maintain the desired
voltage levels at specific points on the network.
In addition, generators also have reserve reactive
power capability that can be called upon to meet the
sudden outages of other generating units or trans-
mission lines that, if left unattended, would ad-
versely affect the balance of power on the network.
Now that you have explained reactive power, please

explain how you estimated the associated costs, and
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why it is importart to the transmission system,
please tell me how you estimated the reactive power
charges Duguesne proposes to charge?
After I determined the total plant investment costs
associated with the reactive support service by
summing up the investment by plant ($14.3 million},
I then divided this amount by the total generation
plant investment {$1,087 million). This ratio
(.013) of reactive plant to total plant was then
multiplied by the annual revenue requirement ($368
million) for total generation plant derived and
explained by Mr. Cater, in his testimony. The
product ($4.8 million) yields the revenue regquire- ‘
ment associated with the production of reactive
power.
Once you estimated the total annual revenue reguire-
ment associated with the production of reactive
power from generation, how did you propose to charge
for this service?
For billing purposes the monthly charge will be
determined by allocating 1/12 of the annual revenue

regquirement and applying it to the customers load
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ratio share. Monthly peak demand will be measured
at the transmission customer’s meter over a 15
minute demand interval. The zllocated revenue
requirement will then be adjusted up or down depend-
ing oh the transmission customer'’s average power
factor deviation around .95. The adjustment will be
based eon dividing .95 by the customers average power
factor and then multiplying by the allocated revenue
requirement. Average monthly power factor will be
calculated by metering the transmission customer’s
monthly MWh and MVARh consumpticn and applying the
formula provided in the tariff.

How was 95% power factor chosen as the basis for
adjusting demand.?

Consistent with industry practice, the monthly
demand will be scaled either up or down by the ratio
of .95 to the customers power factor. This effec-
tively provides a credit for those customers who
have a power factor greater then .95 and a penalty
for those who have a power factor less than .95. A
leading power factor will be cresdited as a unity

power factor.
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Please define regulaticn and freguency control
service? '
Regulation and Frequency ceontrol is, as the FERC
states, the service of load folleowing (Order 888
slip op. at p. 212). As the FERC explains, someone
must supply power to meet any difference between the
customer’'s actual load and scheduled geﬁeration.
Duguesne proposes to levy a demand charge equivalent
to its own annual carrying cost of capacity applied
to the maximum difference between scheduled genera-
tion and actual load. This represents capacity
supplied by Duquesne as measured by the maximum
monthly- 15-minute metered demand.
Duguesne dees not have to schedule any power to meet
those deviations in load so why should you charge
the transmission customer a capacity charge?
As the FERC states in Order 888 slip op at p. 212
somecne must supply power to meet any difference
between a customer s actual and scheduled genera-

tion.
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Why shouldn’t the transmission customer receive at
least some credit for the capacity he is paying for
when he pays or provide; daily operating reserves?
The operating reserves are a function of load, they
are not part of lecad. Thus if a customer attempts
to use up some of the capacity committed to daily
operating reserve at the time of the peak, Duguesne
will be deficient from ECAR’s point of view. To
avoid the deficiency, the customer must purchase
from Duguesne or otherwise supply capacity to cover
any difference between actual and scheduled genera-
tion in addition to the capacity needed to cover the
required operating reserves,
Is this comparable toc the treatment Duguesne’s own
native ratepayers receive?
It is, indirectly. Duquesne’s planning criteria
require it to maintain its own or purchase enough
capacicy to meet its load following capacity re-
guirements and still meet ECAR operating reserve
capacity requirements.
Please explain whether Duquesne follows NERC guide-

lines in setting its load follewing or regulating
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margins and how these guidelines are used in deter-
mining the load following charges you have estimat-
ed?
Certainly. Duquesne complies with NERC guidelines
within the operational constraints of its ability to
do so. Current NERC policies on control area per-
formance are merely recommended standards at this
time and are under review. NERC "2A1” and “A2”
standards are currently, recommendations that each
contrel area maintain 90% compliance. NERC is
currently reviewing whether these recommendations
should be changed to requirements.
Please explain what is meant by the terms “Al” and
*A27?
“Al” refers to the Area Control Error (ACE) and
means that the control area return to zero every 10
minutes. “A2"7 dictates how far a contrel area’s ACE
can vary from zero. Duguesne has not explicitly
incorporated the NERC guidelines into its charge for
regulation and fregquency control.
Then how are you proposing to charge for this ser-

vice?
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I am proposing to charge for this service on the
basis of the deviation between the transmission
customers load and schedule. If a customer’s locad
exceeds his schedule, Duguesne will then be required
to use its own fossil and combustion turbine gener-
ating sources to supplement the customers schedule
in order to meet load. The capacity related charge
for this service will be computed by dividing the
annual revenue requirements for Duquesne’s fossil
and combustion turbine units ($131,672,164) by 12 to
get a monthly revenue requirement. This value will
then be allocated on a load ratiec share basis using
the monthly maximum deviation expressed as a per-
centage of total load. Mr. Cater provides the
support in his testimony for the development of
annual revenue reguirements.

In addition, I am proposing to assess a small
energy charge, estimated to be 5.007/Mwh. This
charge represents the expected annual unitized
energy costs for Dugquesne in foellowing locad and
meeting daily peak demands on its system for 1996,

This cost was determined by running two production
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cost simulations. I instructed that a base produc-
tion cost simulaticn be run based on expected load
and plant availability cenditions for 1996. This
run modeled the regulation requirements recognizing
such things as minimum unit output and down times.
Next I had another run prepared which ignored the
regulation reguirements. This run produced slightly
lower production costs because of greater flexibili-
ty in following the daily load variations. The
difference in annual production costs ($90,000)lwas
then divided by the teotal projected MWh of energy
deliveries {13,167.2 GWH) on the Duguesne system to
produce a unitized value of energy cost associated
with regulation.
Please turn to energy imbalance service.
Energy imbalance refers to the accumulated error
that results form the inability of the control area
operator to perfectly follow instantaneocus fluctua-
tions in metered load. Stated ancther way, energy
imbalance represents the difference between energy
measured at the meter and the integration of sched-

uled power over time. When metered consumption is
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greater than total scheduled energy, the local
control area operator must provide the difference.
Ccnversely, when measured ceonsumption is less than
total scheduled energy, the local contrel area
operator must back off its own generating units,
which may be less costly to run than the generation
of the transmission customer.
What is the cost to Duquesne of addressing energy
imbalance?
The cost to Duquesne is the out-of-pocket cost for
energy supplied or the opportunity cost.
How does Duguesne propose to charge transmission
custcomers for this service?
Ideally Duguesne would prefer there is no imbalance.
Not withstanding the instantaneous variations in a
customer's load, the problem is further aggravated
in that Duqguesne can only schedule power into or out
of its system in 1 MW increments. Duguesne proposes
to accept variations in energy up to 1.5% of the
on-peak and off-peak energy scheduled. For energy
supplied by Duguesne in this band Duquesne will

charge based on the average system lambda A. For
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energy taken by Duquesne, the transmission customer
will receive a credit of 90% of the average system
lambda. For variations outside of the band,
Duguesne proposes to charge $100/MWH for energy
supplied and provide a credit of 70% of the average
system lambda.
Please describe operating reserve service.
Cperating reserves 1is the amount ¢f generation in
excess of load that is either on-line {spinning) or
can be accessed within 10 minutes (supplemental) to
primarily supply power in the event cf a sudden
outage at a large generating unit anywhere within
the ECAR region. Other factors considered in the
determination of the amount of daily cperating
reserves are regulation reguirements and load fore-
cast error. Spinning reserves represent the total
amount of generating capacity on-line that is in
excess of system load but less than the maximum
generating plant output. Supplemental or non-spin-
ning reserves are the amount of generaring capacity

that can be brought on-line within 1¢ minutes. Non-

JAL-2
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spinning reserves can be capacity such as combustiion
turbines, and, in some cases, interruptible leoad.
What requirements does Duguesne maintain?
As a member of ECAR, Duquesne is required to demon-
strate on a daily basis that it has sufficient oper-
ating reserves available in excess of predicted load
for the day. One component of this requirement is
the spinning reserve which provides for locad regula-
tion and system freguency fluctuations. The other
component 1s supplemental or non-spinning reserves
which provides for protection against an unexpected
loss of generation. Duguesne’'s total operating
reserve requirement is 6.6 %, of which at least 3%
has to be in the form of spinning with the balance
in the form of non-spinning reserves.
Doeg Duquesne differentiate between spinning and
non-spinning reserves?
Yes. Duguesne, however, typically satisfies its
entire daily ECAR operating reserve reguirement by
carrying sufficient generation on its system in the
form of spinning. While Duquesne has approximately

88 Mws of interruptible load under contract with
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retail customers, it cannot be used in satisfaction
of our supplemental operating reserve regquirements.
As a result, Duquesne can only credit its combustion
turbine capacity for purpcses of its non-spinning
reserve requirement.
In light of these requirements, please explain how
they were used in determining your proposed charge
for operating reserves?
I have developed the charge in two parts - a capaci-
ty component and an energy component. In developing
the capacity component I used the plant investment
costs of Duquesne’s fossil units. I used the coal
plants-because these are the plants Duguesne uses to
meet its spinning reserve requirements. Duguesne’'s
nuclear units are strictly base-loaded units that
are not used to meet this requirement and therefore
should not be included in setting the charge for
spinning reserves. The combined revenue reguire-
ments for the coal fired and combustion turbine
plants was provided to me by Mr. Cater and deter-
mined to be $131,672,164. I then subtracted the

annual revenue reguirement for the combustien tur-
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bine plant of $2,380,505 te arrive at a value of
5129,291,659 for the fossil plants.

The capacity related charge for spinning re-
serves will be completed by dividing the annual
revenue requirement for Duguesne’s fossil units
($129,291,659) by 12 to get a monthly revenue re-
quirement. This value was then multiplied times 3%
to determine the revenue requirements associated
with spinning. Customers will then be billed on the
basis of their load ratio shares.

Explain your proposal for charging transmission
customers for supplemental or non-spinning reserves.
I am proposing to charge in a similar fashion. 1In
setting the charge for non-spinning reserves, howev-
er, I have used our required 3.6% non-spinning re-
serve ratio, the revenue requirements for Duquesne’'s
Brunot Island combustion turbine ($2,380,505).
Customers will also be billed on the basis of load
ratio shares. Again, Mr. Cater provided me with the
necessary revenue regquirement information for the

combustion turbine plant.
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There is also an energy component that repre-
sents the energy cost for no-load heat to maintain
Dugquesne’s spinning reserves. On a monthly basis
Duquesne will determine its total energy cost asso-
ciated with providing spinning reserves. Duquesne
will bill customers who purchase spinning reserves
on the basis of their lecad ratio shares.
Does this conclude your testimony?

Yes.
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State of Pennsylvania )
) ss.
County of Allegheny )

|, Peter A. Wybierala, having been first duly sworn, state that the
foregoing direct testimony is true and correct to the best of my knowledge, information
and belief.
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Subscribed and sworn to before me this ___/* day of __.co, 195£
NOTARIAL SEAL '(_f it Y e T
KAREN M.KEAST, Notary Public .
Pittsburgh. Allegheny County, FA Notary Public
| My Commissien Expires March ¢, 2000 |

My commission expires:
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