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GLOSSARY OF ACRONYMS AND DEFINED TERMS

ACRONYM DEFINED TERM
AFUDC Allowance for Funds Used During Construction

p Beta

b Represents the retention rate that consists of the fraction of
eamings that are not paid out as dividends

bxr Represents intemal growth

CAPM Capital Asset Pricing Model

CCR Corporate Credit Rating

CE Comparable Earnings

CWIP Construction Work in Progress

DCF Discounted Cash Flow

DLH Duquense Light Holdings, Inc

EPACT National Energy Policy Act

FERC Federal Energy Regulatory Commission

FOMC Federal Open Market Committee

IGF Internally Generated Funds

LT Long Term

MPL Minimum pension liability

OCI Other Comprehensive Income

POLR Provider of last resort

PPUC Pennsylvania Public Utility Commission

T represents the expected rate of return on common equity

Rf Risk-free rate of return

Rm Return on the market

RP Risk Premium

RTO Regional Transmission Organizations

S Represents the new common shares expected to
firm

be issued by a
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SXV Represents external growth

S&P Standard & Poor's

V Represents the value that accrues to existing shareholders from
selling stock at a price different from book value

ytm Yield to maturity
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DIRECT TESTIMONY OF PAUL R. MOUL

ON AND S OMMENDATIO

a. Please state your name' occupation and business address.

A. My name is Paul Ronald Moul. My business address is 251 Hopkins Road,

Haddonfield, New Jersey 08033-3062. I am Managing Consultant at the firm P.

Moul & Associates, an independent financial and regulatory consulting firm. My

educational background, business experience and qualifications are provided in

Appendix A, which follows my direct testimony'

a. What is the purpose of your testimony?

A. My testimony presents evidence, analysis and a recommendation concerning the

appropriate rate of return that the Pennsylvania Public Utility Commission

("PPUC" or the "Commission") should recognize in the determination of the

revenues that Duquesne Light Company ("Duquesne Light" or the "Company")

should realize as a result of this proceeding. My analysis and recommendation are

supported by the detailed financial data contained in Exhibit PRM-I, which is a

multi-page document divided into fifteen (15) schedules'

a. Based upon your analysis, what is your conclusion concerning the appropriate

cost of common equity and rate of return for the Company?

A. My conclusion is that the Company's rate of return on common equity is l1.25o/o.

In determining the rate of return on common equity, the Commission should

consider the Company's reliability and its high quality of customer service. With

this return, I have presented on page I of Schedule 1 the weighted average cost of
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DIRECT TESTIMONY OF PAUL R. MOUL

capital, which is 8,36%. The resulting overall cost of capital, which is the product

of weighting the individual capital costs by the proportion of each respective type of

capital, should, if adopted by the Commission, establish a compensatory level of

return for the use of capital and provide the Company with the ability to attract

capital on reasonable terms.

a. \ilhat background information have you considered in reaching a conclusion

concerning the Company's cost of capital?

A. Duquesne Light is wholly-owned subsidiary of Duquesne Light Holdings, Inc.

(.,DLH" or the "Parent Company"). The Company provides electric delivery

service and provider of last resort ("POLR") service to 588,676 customers in

Allegheny and Beaver counties. In2012, electric sales in Mwh for Duquesne Light

were comprised of approximately 29o/o to residential, 460/o to commercial,24o/o to

industrial customers, and l%o to street lighting and sales for resale customers.

a. How have you determined the cost of common equify in this case?

A. The cost of common equity is established using capital market and financial data

relied upon by investors to assess the relative risk, and hence the cost of equity, for

an electric utility, such as Duquesne Light. In this regard, I relied on four well-

recognized measures of the cost of equity: The Discounted Cash Flow ("DCF")

model, the Risk Premium ("RP") analysis, the Capital Asset Pricing Model

("CAPM"), and the Comparable Earnings ("C8") approach. The results of a variety

of approaches indicate that the Company's rate of return on common equity is

10979993vr 2

2

3

4

5

6

7

8

9

t0

ll

t2

13

t4

15

16

t7

18

t9

20

21

22

23



2

J

4

5

6

7

DIRECT TESTIMONY OF PAUL R. MOUL

Lt.25%.

a. In your opinion, what factors should the Commission consider when

determining the Company's cost of capital in this proceeding?

A. The Commission's rate of return allowance must be set to cover the Company's

interest and dividend payments, provide a reasonable level of earnings retention,

produce an adequate level of internally generated funds to meet capital

requirements, be commensurate with the risk to which the Company's capital is

exposed, assure confidence in the financial integrity of the Company, suppott

reasonable credit quality, and allow the Company to raise capital on reasonable

terms. The return that I propose fulfills these established standards of a fair rate of

return set forth by the landmark Bluefield and Hope cases.' That is to say, my

proposed rate of return is commensurate with returns available on investments

having corresponding risks.

a. What factors have you considered in measuring the cost of equity in this case?

A. The models that I used to measure the cost of common equity for the Company

were applied with market and financial data developed from my proxy group of ten

(10) electric companies. The criteriathat I used to assemble the proxy group will

be described later in my testimony. The companies in the electric proxy group are

identified on page 2 of Schedule 3. I will refer to these companies as the "Electric

lBluefield Water Works & Improvement Co. v. P.S.C. of Vy'est Virginia,262U.S.679 (1923) and F.P.C. v'
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DIRECT TESTIMONY OF PAUL R. MOUL

Group" throughout my testimonY.1

2

3Q.

4

sA.
6

7

8

9
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How have you performed your cost of equity analysis with the market data for

the Electric Group?

I have applied the models/methods for estimating the cost of equity using the

average data for the Electric Group. I have not measured separately the cost of

equity for the individual companies within the Electric Group. By employing group

average dafa, rather than individual Company's analysis, I have helped to minimize

the effect of extraneous influences on the market data for an individual company.

a. Please summarize your cost of equity analysis.

A. My cost of equity determination was derived from the results of the

methods/models identified above, and revealed on page 2 of Schedule l. In

general, the use of more than one method provides a superior foundation to arrive at

the cost of equity. At any point in time, reliance on a single method can provide an

incomplete measure of the cost of equity. The specific application of these

methods/models will be described later in my testimony. The following table,

derived from the model results presented on page 2 of Schedule 1, provides a

summafy of the indicated costs of equity using each of these approaches.
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Electric Group

DCF t0.78%

:RP t2.25%

CAPM tl.36%

'Comparable Eamings 12'15%

Average II.64%
Median 11.76%

Mid-point r 1I.52%', :

The average of the market-determined measures (i.e', DCF, RP and CAPM) of the

cost of equity is 11.46% (10.78% + 12.25% + 11360/0: 34.39Yo + 3). From these

measures of the cost of equity, I recommend that the Company's rate of return on

common equity be set at IL25o/o, Although I have made no specific adjustment for

the Company's service quality, the Commission should give consideration to the

Company's high levels of service. The testimony of Mr. David Bordo summarizes

the many initiatives that the Company has undertaken, which have produced high

quality service. In particular, Mr. Bordo has shown that the Company ranks high in

customer service and its reliability has been exceptional. The Company should be

granted an opportunity to earn a rate of retuûì on common equity of at least 11, '25%.

I also believe my recommended cost of equity is appropriate in this case because it

makes no provision for the prospect that the rate of return may not be achieved due

to unforeseen events that could occur during the rate effective period and the large

construction proj ects underwaY.
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DIRECT TESTIMONY OF PAUL R. MOUL

EI,ECTRIC RISK F'ACTORS

Please identify some of the factors that make the electric utility industry

generally different today than it was in the past.

Today, electric utilities generally are faced with meaningful changes in the

fundamentals that affect their operations, while cost of service pricing continues to

dominate much of their business profile. On the national level, the passage of the

National Energy Policy Act ("EPACT") and the issuance of FERC Order Nos. 888

and 889 and Order No. 2000 initiated sweeping changes that fundamentally altered

the structure of the electric utility business. Order No. 2000 encouraged the

formation of Regional Transmission Organizations ("RTO") that offer non-

discriminatory transmission service. Duquesne Light is part of the PJM

Interconnection, LLC.

Have these changes brought about increases in the risks facing electric utilities

generally?

yes. Aside from its traditional responsibility to maintain reliability and comply

with the mandates of PJM, a different set of risks now exist for the electric delivery

business in Pennsylvania. The risk of distributed generation will continue to be a

concern, and could have an increasing influence on the business of electric delivery

utilities. With technological advances in micro-turbines, potential commercial-

ization of fuel cells, development of wind and solar power, and the creation of

micro-grids, utilities face the potential for bypass and the resulting declines in

transmission and distribution revenues. At the same time, an electric utility retains

610979993v1
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the obligation to provide reliable delivery service, it must continue to invest in its

rate base, and it must comply with mandates to promote conservation, without the

recovery of lost margins on reduced consumption, except on a prospective basis in

future rate cases. The Company is obligated to comply with the conservation

requirements of Act 129, which creates significant risks for Duquesne Light.

Without the ability to recover lost margins on reduced consumption between rate

cases, the Company faces a significant barrier to achieving its authorized return.

Even with the availability of the fully forecast test year, lost margins due to

successful conservation cannot be recovered beyond the fully forecast test year used

to set rates

The obligation to serve also represents a key risk factor for the local

delivery of electricity. The risks facing the electric utilities are clearly different

from those that existed in the past. Investors generally are risk-averse, and with

increased uncertainty will require compensation for higher risk.

a. Please discuss further the risks for electric utilities.

A. In the new environment, competitive issues have or will develop due to the

convergence of energy sources and bypass arising from self-generation or

distributed-generation. Regulatory risks include the overall framework of

ratesetting, cost allocation, and rate design issues, and the level of return that will be

allowed. With increased emphasis on market-determined prices and open access of

the transmission network, a new dimension exists in the electric utility business. A

pricing structure restricted by regulation diminishes management's ability to adjust
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its business strategy quickly to changing market conditions to respond to

2 broadening competition.

a. Are there other specifÏc risk issues facing the Company?

A. Yes. Energy deliveries to commercial and industrial customers, which represent

70o/o of the Company's energy deliveries, are usually thought to be of higher risk

than to residential customers. Success in this segment of the Company's market is

subject to the business cycle and pressures from alternative providers. Moreover,

external factors also can influence deliveries to these customers, which face

competitive pressure on their own operations from other facilities outside the

utility's service territorY'

In addition, significant efforts to encourage conservation pursuant to the

requirements of Act 129 create a risk that Duquesne Light's distribution revenues

will likely decline between base rate cases.
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a. please indicate how the Company's risk profile is affected by its construction

program.

A. The Company is faced with the requirement to undertake investment to maintain

and upgrade existing facilities in its service territory and to meet growth. Over the

next three years (i.e., 2013 through2015), the Company's total capital expenditures

are expected to be approximately $636 million. These expenditures will represent

approximately 27%o ($636 million + 52,328.5 million) of the net utility plant at

December 3I,20I2. During 2072,2013 and2014,the internally generated funds as
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a percent of its capital expenditures have and will be 83.7Yo, 41.8o/o, and 49 '0o/o, or

an average of 58.2o/o. The remainder will require attracting new capital from

investors. A fair rate of return for the Company represents a key to a financial

profile that will provide the Company with the ability to raise the capital, in all

market conditions to meet its needs, and to satisfy investor requirements. In the

situation where additional capital is required, as shown by the construction

expenditures indicated above, the regulatory process must establish a return on

equity that provides a reasonable opportunity for the Company to actually achieve

its cost of capital. This is especially important for Duquesne Light due to its

smaller size and the magnitude of its construction program.

FUNDAMENTAL RISK ANALYSIS

a. Is it necessary to conduct a fundamental risk analysis to provide a framework

for a determination of a utility's cost of equify?

A. yes. It is necessary to establish a company's relative risk position within its

industry through a fundamental analysis of various quantitative and qualitative

factors that bear upon investors' assessment of overall risk. The qualitative factors

that bear upon the Company's risk have already been discussed. The quantitative

risk analysis follows. The items that influence investors' evaluation of risk and

their required returns were described above. For this purpose, I compared

Duquesne Light to the S&P Public Utilities, an industry-wide proxy consisting of

various regulated businesses, and to the Electric Group.
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a. What are the components of the S&P Public Utilities?

A. The S&P Public Utilities is a widely recognized index that is comprised of electric

power and natural gas companies. These companies are identified on page 3 of

Schedule 4.

a. What criteria did you employ to assemble the Electric Group?

A. The Electric Group companies have the following common characteristics: (i) their

stock is traded on the New York Stock Exchange, (ii) they are listed in the "Electric

Utility (East)" section of The Value Line Investment Survey, and (iii) they are not

currently the target of a publicly-announced merger or acquisition. It would be

inappropriate to include a company that is a target of a takeover in a proxy group

because the stock price of that company usually does not reflect its underlying

fundamentals.

0. Why have you included integrated companies in your Blectric Group that have

generating assets?

A. Because there are an insuff,rcient number of delivery only electric companies. For

the most part, the integrated companies that are members of the Electric Group have

generation that is subject to cost of service regulation. 'When analyzing the business

segments for the electric utilities, generation assets should be treated the same as

other regulated assets in the case where cost of service regulation applies in

jurisdictions that have not restructured their electric business. This treatment is

distinct from non-regulated merchant generation that would be classified as part of
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non-regulated, competitive investments. For the putpose of narrowing the proxy

group to a manageable number and to align the relative business risks, the proxy

group candidates have more than 600/o of their identifîable assets devoted to

regulated utility operations. The companies that are included in the proxy group

consist of: Consolidated Edison, Inc., Dominion Resources? Inc., Duke Energy

corp., FirstEnergy corp., Northeast utilities, Pepco Holdings Inc., scANA Corp.,

Southern Company, TECO Energy, Inc. and UIL Holdings.

a. Is knowledge of a utility's bond rating an important factor in assessing its risk

and cost of capital?

A. yes. Knowledge of a company's credit quality rating is important because the cost

of each type of capital is directly related to the associated risk of the firm. So while

a company's credit quality risk is shown directly by the rating and yield on its

bonds, these relative risk assessments also bear upon the cost of equity. This is

because a frrm's cost of equity is represented by its bonowing cost plus

compensation to recognize the higher risk of an equity investment compared to

debt.

a. How do the bond ratings compare for Duquesne Light, the Electric Group, and

the S&P Public Utilities?

A. For Duquesne Light, its Long Term ("LT") issuer rating is Baal from Moody's

Investors Service ("Moody's") and the corporate credit rating ("CCR") is BBB-

from Standard &. Poor's Corporation ("S&P"). The LT issuer rating by Moody's
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and the CCR designation by S&P focuses upon the credit quality of the issuer of the

debt, rather than upon the debt obligation itself. The testimony of Mr. James

Milligan, the Company's Manager of Treasury Operations, provides further detail

on the Company's credit ratings, and in particular the upgrade of the Company's

rating by Moody's on March 5,2013. For the Electric Group, the average LT issuer

rating is Baal from Moody's and the average CCR is BBB+ from S&P. For the

S&P Public Utilities, the average composite rating is Baal by Moody's and BBB+

by S&P. Many of the f,rnancial indicators that I will subsequently discuss are

considered during the rating process. In this regard, the Company's credit quality is

weaker in comparison with the Electric Group.

a. How do the fTnancial data compare for Duquesne Light, the Electric Group,

and the S&P Public Utilities?

A. The broad categories of financial data that I will discuss are shown on Schedules 2,

3, and 4. The data cover the five-year period 2008-2012. The important categories

of relative risk may be summarized as follows:

Size. In terms of capitalization, Duquesne Light is smaller than the average

size of the Electric Group and the S&P Public Utilities. All other things being

equal, a smaller company is riskier than a larger company because a given change

in revenue and expense has a proportionately greater impact on a small firm' In

addition, Duquesne Light serves a concentrated geographic area, and in particular,

an urban areathat is often more costly to service. As I will demonstrate later, the

size of a firm can impact its cost of equity. This is the case for Duquesne Light.
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Market Ratios. Market-based financial ratios provide a partial indication of

the investor-required cost of equity. If all other factors are equal, investors will

require a higher rate of return on equity for companies that exhibit greater risk, in

order to compensate for that risk. That is to say, a firm that investors perceive to

have higher risks will experience a lower price per share in relation to expected

I

eaffrmgs.

There are no market ratios available for Duquesne Light because the

Company's stock is not traded. The five-year average price-eatnings multiple for

the Electric Group was similar to that of the S&P Public Utilities. The five-year

average dividend yield was higher for the Electric Group, as compared to the S&P

public Utilities. The average market-to-book ratio for the Electric Group was

similar to the S&P Public Utilities'

Common uitv Ratio. The level of financial risk is measured by the

proportion of long-term debt and other senior capital that is contained in a

company's capitalization. Financial risk is also analyzed by comparing common

equity ratios (the complement of the ratio of debt and other senior capital). That is

to say, a firm with a high common equity ratio has lower financial risk, while a f,trm

with a low common equity ratio has higher financial risk. The five-year average

common equity ratios, based on permanent capital, were 61 .4o/o for Duquesne Light,

45.1% for the Electric Group, and 45.\Yo for the S&P Public Utilities. The average

common equity ratio in 2012 was 46.0% for the Electric Group and reflected a

2For example, two otherwise similarly situated firms each reporting $1.00 in earnings per share would have

different market prices at varying levels of risk (i.e., the firm with a higher level of risk will have a lower

share value, while the firm with a lower risk profile will have a higher share value)'
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range of common equity ratios from37.lo/oto 53.2o/o. The common equity ratio

proposed by Duquesne Light in this case of 51.94yo, is clearly within the range of

common equity ratios for the Electric Group.

Return on Book Equity. Greater variability (i.e., uncertainty) of a firm's

earned returns signif,res relatively greater levels of risk, as shown by the coefficient

of variation (standard deviation + mean) of the rate of return on book common

equity. The higher the coeff,rcients of variation, the greater degree of variability'

For the five-year period, the coefficients of variation were 0.371 (3.6% : 9'7o/o) for

Duquesne Light, 0.104 (L0% * 9.6%) for the Electric Group, and 0.104 (l 'IYo +

I0.6%) for the S&P Public Utilities. The earnings variability for Duquesne Light

was significantly higher than the Electric Group and the S&P Public Utilities,

indicating that the Company has higher risk'

Ratios I have also compared operating ratios (the percentage of

revenues consumed by operating expense, depreciation and taxes other than income

taxes).3 The complement of the operating ratio is the operating margin which

provides a measure of profitability. The higher the operating ratio, the lower the

operating margin. The five-year average operating ratios were76.60/o for Duquesne

Light, 82.8% for the Electric Group, and 82.3o/o for the S&P Public Utilities. The

operating risk for Duquesne Light is below that for to the Electric Group, and the

S&P Public Utilities, thus indicating lower risk.

Coverase. The level of fixed charge coverage (i.e., the multiple by which

3The complement of the operating ratio is the operating margin which provides a measure of profitability

The higher the operating ratio, the lower the operating rnargin.
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available earnings cover fixed charges, such as interest expense) provides an

indication of the earnings protection for creditors. Higher levels of coverage, and

hence earnings protection for fixed charges, are usually associated with superior

grades of creditworthiness. The five-year average interest coverage (excluding

Allowance for Funds Used During Construction ("AFUDC")) was 6'25 times for

Duquesne Light, 3.06 times for the Electric Group, and 3-12 times for the S&P

public Utilities. The higher interest coverage for Duquesne Light can be traced to

its lower proportion of debt in its capital structure.

euality of Earnings. Measures of earnings quality usually are revealed by

the percentage of AFUDC related to income available for common equity, the

effective income tax rate, and other cost deferrals. These measures of earnings

quality usually influence a firm's internally generated funds because poor quality of

earnings would not generate high levels of cash flow. Quality of earnings has not

been a significant concern for Duquesne Light, the Electric Group, and the S&P

Public Utilities.

Internallv Gener ated Funds. Internall y generated funds ("lGF") provide an

important source of new investment capital for a utility and represent a key measure

of credit strength. Historically, the five-y ear average percentage of IGF to capital

expenditures was 64.1% for Duquesne Light, 77.6% for the Electric Group, and

%.1% for the S&P Public Utilities. The IGF to construction for Duquesne Light

points to higher risk for the Company. This situation is expected to persist because

the Company's IGF to construction expenditures are expected to be just 54.5% as

an average for the next three years, as noted above'
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Betas. The financial data that I have been discussing relate primarily to

company-specific risks. Market risk for firms with publicly-traded stock is

measured by beta coeffîcients. Beta coefficients attempt to identify systematic risk,

i.e., the risk associated with changes in the overall market for common

equities.aValue Line publishes such a statistical measure of a stock's relative

historical volatility to the rest of the market. A comparison of market risk is shown

by the Value Line beta of .68 as the average for the Electric Group (see page 2 of

Schedule 3), and .75 as the average for the S&P Public Utilities (see page 3 of

Schedule 4).

l0

l l a. Please summarize your risk evaluation of the Company and the Electric
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Group.

A. The risk of Duquesne Light parallels that of the Electric Group in certain respects'

However, Duquesne Light is much smaller than the average size of the Electric

Group, its earnings are much more variable, and its IGF to construction has been

lower. The Company's higher common equity ratio provides a partial offset to the

other high risk factors for the Company. On balance, the risk factors average out,

indicating that the cost of equity for the Electric Group would provide a reasonable

basis for measuring the Company's cost of equity, provided that the rate of retum

*Beta is a relative measure of the historical sensitivity of the stock's price to overall fluctuations in the New
york Stock Exchange Composite Index. The "Beta coefficient" is derived from a regression analysis of

the relationship between weekly percentage changes in the price of a stock and weekly percentage changes

in the NYSE Index over a period of five years. The betas are adjusted for their long-term tendency to

converge toward 1.00. A common stock that has a beta less than 1.0 is considered to have less systematic

risk thãn the market as a whole and would be expected to rise and fall more slowly than the rest of the

market. A stock with a beta above 1.0 would have more systematic risk.

10979993v1 16



1

DIRECT TESTIMONY OF PAUL R. MOUL

determination reflects the Companies' common equity ratio. As such, the results

from the Electric Group provide a reasonable measure of the Company's cost of

equity.

CAPITAL STRUCTURE RATIOS

0. Please explain the selection of capital structure ratios for Duquesne Light.

A. In the situation where the operating public utility raises its own long-term debt and

preferred stock directly in the capital markets, as is the case for Duquesne Light, it

is proper to employ the capital structure ratios and senior capital cost rates of the

regulated public utility for rate of return purposes. Fufthermore, consistency

requires that the embedded cost rate of the Company's senior securities also be

employed. This procedure is consistent with the procedures used by the

Commission in prior rate cases.

a. Does Schedule 5 provide the capitalization and capital structure ratios you

have considered?

A. yes. Schedule 5 presents Duquesne Light's capitalization and related capital

structure at March 3I,2013, the end of the historic test year. Also shown on

Schedule 5 is the Duquesne Light's estimated capital structure at March 3I,2014,

which is the end of the future test year, and at April 30, 2015, which is the end of

the fully forecast test year. During the future test year, the changes in the

Company's capital structure are projected to include: (i) the maturity of two issues

of debt in the aggregate amount of $150,000,000; (ii) the issuance of new long-term
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I debt in the amount of $275,000,000, (iii) the issuance of $50,000,000 of

Z intercompany loans; and (iv) the Company's projection of retained earnings growth.

3 Also reflected on Schedule 5 are several adjustments to the capital structure'

4 The first adjustment is related to the call premiums on the early redemption or

5 refunding of high cost long-term debt. The second adjustment relates to

6 accumulated Other Comprehensive Income ("OCI").

7

I Q. Please describe the fTrst adjustment.

9 A. I have adjusted the principal amounts of long-term debt to exclude the amounts

10 used to finance premiums on the early redemption of high cost long-term debt. To

11 do otherwise would deny Duquesne Light the full return on the premiums paid to

tZ redeem this high cost capital since additional amounts of capital were issued to pay

13 the call premiums. The amounts issued to ltnance the call premiums do not increase

14 the Company's rate base. That is to say, no additional rate base was created through

15 additional debt that was necessary to finance these transactions, and therefore an

16 adjustment is required to provide the return necessary to service the additional

17 capital. Hence, Duquesne Light's long-term debt amounts must be adjusted for this

1g disparity in order that the return necessary to service the capitalization is produced

lg from rate base investment times the overall rate of return.

Z0 This adjustment is equitable since customers receive the cost savings

Zl resulting from these refinancing in the form of a lower overall rate of return, and

22 Duquesne Light recovers all costs incurred in providing these benefits to the

23 customers. To accomplish these savings, the Company paid the debt holders a
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premium for surrendering its securities prior to maturity. These premlums

represented an investment made by Duquesne Light to reduce its overall cost of

capital. Since the reduced interest costs are reflected in the lower cost of capital to

ratepayers, it is appropriate that the Company recover the costs incurred to produce

these savings. This includes both a return of and retutn on the unamortized

premiums. Adjusting the principal amounts in the capital structure provides a

return on the premium as a part of the embedded cost rates of capital.

a. Please explain the second adjustment.

A. The accumulated OCI must be eliminated from the capital structure for ratesetting

purposes. OCI arises from a variety of sources, including: minimum pension

liability ("MPL"), foreign cuffency hedges, unrealized gains and losses on

securities available for sale, interest rate swaps, and other cash flow hedges. The

accumulated OCI must be excluded from the common equity because it does not

represent funds that the Company has used to finance its rate base.

a. What capital structure ratios do you recommend be adopted for rate of return

purposes in this proceeding?

A. Since ratemaking is prospective, the rate of return should reflect known changes

that will occur during the course of the future test year, at a minimum, and should

consider conditions that will exist during the period of time the proposed rates will

be effective. As a result, I will adopt the Company's fully forecast test year-end

capital structure ratios of 42.95o/o long-term debt, 5.1Io/o prefened stock, and
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5Lg4% common equity. These capital structure ratios are the best approximation

of the mix of capital the Company will employ to finance its rate base during the

period new rates are in effect. Shorl-term debt has been excluded from these ratios

because the Commission's approved practice is to assign shotl-term debt to CWIP

in the calculation of AFUDC. Hence, the cost of short-term debt is capitalized

through AFUDC and plays no role in setting base rates. In each instance, the short-

term debt shown on Schedule 5 is less than the associated CWIP balances, e.g. $168

million at March 3I,2013,8222 million at March 3I,2014, and $149 million at

April 30, 2015. This means that all short-term debt is being used by the Company

to finance CWIP.

As shown by the forecasts of the common equity ratios for the Electric

Group, the Company's future test year common equity ratio is within the range

expected by investors. This is revealed by the Value Line forecasts shown below'

Company 2013 2014 2016-18

6

7

8

9

l0

11

t2

l3

Consolidated Edison

Dominion Resources

Duke Energy

First Energy

Northeast Utilities
PEPCO Holdings

,SCANA
Southern Company

TECO Enerry

UIL Holdings

Average 47.2Yo 47.2Yo 47.1o/o

52.5Yo

39.s%

51.sYo

45.5Yo

s3.0%

50,00/o:

47.ÙYo,

45.5Yo,

44.j%o

43.0o/o

53.0o/o

40.5yo

50.5y:o

45.0%;o

s2.5%

s0.0%

46.5%

44.0%

46.jYo

44.Ùy:o

s3.jyo
42.00/o

48.jyo
44.0Yo:

52.A|/ol

50.00/o:

47.sYo',

43.5yo

45.jyo

45.5Yo

The Value Line Investment Survey, February 22,2013
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We can see that the Company's 5194% common equity ratio for the fully forecast

test year is well within the range indicated above, where common equity ratios up

to 53.jYo are indicated.

COST OF OR CAPITAL

Z e. What cost rate have you assigned to the debt portion of Duquesne Light's

3 capital structure?

4 A. Consistency with the capital structure ratios for the Company requires that the

5 embedded cost rates of Duquesne Light's senior securities must also be employed'

6 This procedure is consistent with the ratesetting procedures used by the

7 Commission in prior Duquesne Light rate cases. The determination of the cost of

g debt is essentially an arithmetic exercise. This is due to the fact that the Company

9 has contracted for the use of this capital for a specific period of time at a specified

l0 cost rate. As shown on page 1 of Schedule 6, the actual embedded cost rate of long-

l1 term debt was 5.50% at March 31,2013. By March 37,2014, the embedded debt

lZ cost rate is estimated to be 5.29o/o, as shown on page 2 of Schedule 6' Finally, the

13 embedded cost of debt is projected to be 5.18o/o at the end of the fully forecast test

t4 year end April 30, 2015. The cost of long-term debt that is scheduled to be issued

15 on November 1, 2013 is estimated to be 5.10%o,wifh an effective cost of 5.20%

16 aÍïer issuance expenses. The new intercompany loans are expected to have an

lj interest rate of 4.15%. The interest rate on the intercompany loans was developed

l g based on the terms of the affiliated interest agreement approved by the Commission.

lg The Company received three indicative rates from three separate investment banks
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and used the lowest of the three rates to arrive at the 4.15% rate on the

intercompany loans. The details leading to the development of the individual

effective cost rates for each series of long-term debt, using the cost rate to maturity

technique, are shown on page 4 of Schedule 6. The cost rate, or yield to maturity

("yt-"), used on page 4 of Schedule 6 is the rate of discount that equates the

present value of all future interest and principal payments with the net proceeds of

the bond.

I will adopt the 5.18% embedded cost of long-term debt at April 30,2015,

as shown on page 3 of Schedule 6. This rate is related to the amount of long-term

debt shown on Schedule 5 which provides the basis for the 42.95% long-term debt

ratio. In my calculation of the embedded cost of long-term debt, I have recognized

the costs associated with the Company's early redemption of high cost debt. As

previously explained, it is necessary to compensate Duquesne Light for the costs

incurred to lower the embedded debt cost rate which reduces the cost of capital

charged to ratepayers. The amorlization of gains on long-term debt has also been

reflected as part of these costs during the historic test year. Subsequent thereto, the

amortization of the gains ended.

a. what preferred stock cost rate have you calculated for the company?

A. For the future test year, I have calculated a 5.89o/o embedded cost of preferred stock

as shown on page 3 of Schedule 7. I will adopt the 5.89% embedded cost of

preferred stock, which is related to the 5.11% preferred stock ratio shown on

Schedule 5. The details regarding the individual cost rates for each series of
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preferred stock are provided on page 4 ofSchedule 7

COST OF EOUITY - GENERAL APPROACH

a. Please describe the process you employed to determine the cost of equity for

the Company.

A. Although my fundamental financial analysis provides the required framework to

establish the risk relationships among the Company, the Electric Group, and the

S&P Public Utilities, the cost of equity must be measured by standard financial

models that I identified above. Differences in risk traits, such as size, business

diversification, geographical diversity, regulatory policy, financial leverage, and

bond ratings must be considered when analyzingthe cost of equity.

It is also important to reiterate that no one method or model of the cost of

equity can be applied in an isolated manner. Rather, informed judgment must be

used to take into consideration the relative risk traits of the firm. It is for this reason

that I have used more than one method to measure the Company's cost of equity.

As I describe below, each of the methods used to measure the cost of equity

contains certain incomplete and/or overly restrictive assumptions and constraints

that are not optimal. Therefore, I favor considering the results from a variety of

methods. In this regard, I applied each of the methods with data taken from the

Electric Group and took into account the exemplary performance of the Company's

management to arrive at a cost of equity of 1I.25o/o.

6
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DISCOUNTED CASH F'I,OWI
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Please describe your use of the Discounted Cash Flow approach to determine

the cost of equity.

The DCF model seeks to explain the value of an asset as the present value of future

expected cash flows discounted at the appropriate risk-adjusted rate of return. In its

simplest form, the DCF return on common stock consists of a current cash

(dividend) yield and future price appreciation (growth) of the investment. The

dividend discount equation is the familiar DCF valuation model and assumes future

dividends are systematically related to one another by a constant growth rate. The

DCF formula is derived from the standard valuation model: P : D/(k-g), where P :

price, D : dividend, k : the cost of equity, and g : growth in cash flows. By

rearranging the terms, we obtain the familiar DCF equation: k: D/P + g. All of the

terms in the DCF equation represent investors' assessment of expected future cash

flows that they will receive in relation to the value that they set for a share of stock

(P). The DCF equation is sometimes referred to as the "Gordon" model's My DCF

results are provided on page 2 of Schedule 1 for the Electric Group. The DCF

retutn is 10.78Yo.

Among other limitations of the model, there is a certain element of

circularity in the DCF method when apptied in rate cases. This is because

investors' expectations for the future depend upon regulatory decisions. In turn,

when regulators depend upon the DCF model to set the cost of equity, they rely

s Although the popular application of the DCF model is often attributed to the work of Myron J. Gordon in

the mid-lqSO's, J. g. Williams exposited the DCF model in its present form nearly two decades earlier.
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upon investor expectations that include an assessment of how regulators will decide

rate cases. Due to this circularity, the DCF model may not fully reflect the true risk

of a utility.

4

5 Q. Please explain the dividend yietd component of a DCF analysis.

6 A. The DCF methodology requires the use of an expected dividend yield to establish

7 the investor-required cost of equity. The monthly dividend yields for the twelve

8 months ended April 2013 are shown on Schedule 8 and reflect an adjustment to the

9 month-end prices to capture the buildup of the dividend in the price that has

10 occurred since the last ex-dividend date (i.e., the date by which a shareholder must

11 own the shares to be entitled to the dividend payment - usually about two to three

12 weeks prior to the actual payment).

13 For the twelve months ended April 2013, the average dividend yield was

t4 4.4g% for the Electric Group based upon a calculation using annualized dividend

15 payments and adjusted month-end stock prices. The dividend yields for the more

16 recent six- and three-month periods were 4.49Yo and 4.34o/o, respectively. I have

lj used, for the purpose of the DCF model, the six-month average dividend yield of

18 4.49% for the Electric Group. The use of this dividend yield will reflect current

lg capital costs, while avoiding spot yields. For the purpose of a DCF calculation, the

Z0 average dividend yield must be adjusted to reflect the prospective nature of the

2t dividend payments, i.e., the higher expected dividends for the future. Recall that

ZZ the DCF is an expectational model that must reflect investor anticipated cash flows

23 for the Electric Group. I have adjusted the six-month average dividend yield in
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three different, but generally accepted, manners and used the average of the three

adjusted values as calculated in the lower panel of data presented on Schedule 8'

That adjusted dividend yield is 4.63% for the Electric Group'

a. Please explain the underlying factors that influence investors' growth

expectations.

A. As noted previously, investors are interested principally in the future growth of their

investment (i.e., the price per share of the stock). Future earnings per share growth

represent the DCF model's primary focus because under the constant price-earnings

multiple assumption of the model, the price per share of stock will grow at the same

rate as earnings per share. In conducting a growth rate analysis, a wide variety of

variables can be considered when reaching a consensus of prospective growth,

including: earnings, dividends, book value, and cash flow stated on a per share

basis. Historical values for these variables can be considered, as well as analysts'

forecasts that are widely available to investors. A fundamental growth rate analysis

is sometimes represented by the internal growth ("b x r"), where "r" represents the

expected rate of return on common equity and "b" is the retention tatethat consists

of the fraction of earnings that are not paid out as dividends. To be complete, the

internal growth rate should be modified to account for sales of new common stock -

- this is called external growth ("S X V"), where "S" represents the new common

shares expected to be issued by a firm and "v" represents the value that accrues to

existing shareholders from selling stock at a price different from book value.

Fundamental growth, which combines internal and external growth, provides an
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explanation of the factors that cause book value per share to grow over time'

Growth also can be expressed in multiple stages. This expression of growth

consists of an initial "growth" stage where a firm enjoys rapidly expanding markets,

high profit margins, and abnormally high growth in earnings per share. Thereafter,

a firm enters a "transition" stage where fewer technological advances and increased

product saturation begin to reduce the growth rate and profit margins come under

pressure. During the "transition" phase, investment opportunities begin to mature,

capital requirements decline, and a firm begins to pay out a larger percentage of

earnings to shareholders. Finally, the mature or "steady-state" stage is reached

when a firm's earnings growth, payout ratio, and return on equity stabilizes at levels

where they remain for the life of a firm. The three stages of growth assume a step-

down of high initial growth to lower sustainable growth. Even if these three stages

of growth can be envisioned for a firm, the third "steady-state" growth stage, which

is assumed to remain fixed in perpetuity, represents an unrealistic expectation

because the three stages of growth can be repeated. That is to say, the stages can be

repeated where growth for a firm ramps-up and ramps-down in cycles over time.

a. \ilhat investor-expected growth rate is appropriate in a DCF calculation?

A. Investors consider both company-specific variables and overall market sentiment

(i.e., level of inflation rates, interest rates, economic conditions, etc.) when

balancing their capital gains expectations with their dividend yield requirements. I

follow an approach that is not rigidly formatted because investors are not influenced

by a single set of company-specific variables weighted in a formulaic manner.
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Therefore, in my opinion, all relevant growth rate indicators using a variety of

techniques must be evaluated when formulating a judgment of investor-expected

growth.

0. What data for the proxy group did you review in your growth rate analysis?

A. I considered the growth in the financial variables shown on Schedules 9 and 10'

The historical growth rates were taken from the Value Line publication that

provides these data. As shown on Schedule 9, the historical growth of earnings per

share was in the range of 1.35o/o to 5.00% for the Electric Group.

Schedule 10 provides projected earnings per share growth rates taken from

analysts' forecasts compiled by IBES/First Call, Zacks, Morningstar and Value

Line. IBES/First Call, Zacks and Morningstar represent reliable authorities of

projected growth upon which investors rely. The IBES/First Call, Zacks and

Morningstar growth rates are consensus forecasts taken from a survey of analysts

that make projections of growth for these companies. The IBES/First Call, Zacks

and Morningstar estimates are obtained from the Internet and are widely available

to investors. First Call probably is quoted most frequently in the financial press

when reporting on earnings forecasts. The Value Line forecasts also are widely

available to investors and can be obtained by subscription or free-of-charge at most

public and collegiate libraries. The IBES/First Call and Zacks forecasts are limited

to earnings per share growth, while Value Line makes projections of other financial

variables. The Value Line forecasts of dividends per share, book value per share,

and cash flow per share have also been included on Schedule 10 for the Electric
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Group

a. What specifïc evidence have you considered in the DCF growth analysis?

A. As to the five-year forecast growth rates, Schedule 10 indicates that the projected

earnings per share growth rates for the Electric Group are 5.0Io/o by IBES/First Call

4.21% by zacks, 5.65% by Morningstar, and 4,45% by value Line. The value

Line projections indicate that earnings per share for the Electric Group will grow

prospectively at a more rapid rate (i.e., 4.45%) than the dividends per share (i'e.,

3.38yo), which translates into a declining dividend payout ratio for the future. As

noted earlier, with the constant price-earnings multiple assumption of the DCF

model, growth for these companies will occur at the higher earnings per share

growth rate, thus producing the capital gains yield expected by investors.

a. \ilhat conclusion have you drawn from these data regarding the applicable

growth rate to be used in the DCF model?

A. A variety of factors should be examined to reach a conclusion on the DCF growth

rate. However, certain growth rate vaÅables should be emphasized when reaching a

conclusion on an appropriate growth rate. First, historical and projected earnings

per share, dividends per share, book value per share, cash flow per share, and

retention growth represent indicators that could be used to provide an assessment of

investor growth expectations for a firm. However, although history cannot be

ignored, it cannot receive primary emphasis. This is because an analyst, when

developing a forecast of future earnings growth, would first apprise himself/herself
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of the historical performance of a company. Hence, there is no need to count

historical growth rates separately, because historical performance already is

reflected in analysts' forecasts. Second, from the various alternative measures of

growth identified above, earnings per share should receive greatest emphasis.

Earnings per share growth is the primary determinant of investors' expectations

regarding their total returns in the stock market. This is because the capital gains

yield (i.e., price appreciation) will track earnings growth with a constant price

earnings multiple (a key assumption of the DCF model). Moreover, earnings per

share (derived from net income) are the source of dividend payments, and are the

primary driver of retention growth and its surrogate, i.e., book value per share

growth. As such, under these circumstances, greater emphasis must be placed upon

projected earnings per share growth. In this regard, it is worthwhile to note that

Professor Myron Gordon, the foremost proponent of the DCF model in rate cases,

concluded that the best measure of growth in the DCF model is a forecast of

earnings per share growth.6 Hence, to follow Professor Gordon's findings,

projections of earnings per share growth, such as those published by IBES/First

Call, Zacks, Morningstar and Value Line, represent a reasonable assessment of

investor expectations.

The forecasts of earnings per share growth, as shown on Schedule 10,

provide arange of growth rates of 4.2lYoto 5,65%. Although the DCF growth rates

cannot be established solely with a mathematical formulation, it is my opinion that
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an investor-expected growth rate of 5.50% is within the array of eamings per share

growth rates shown by the analysts' forecasts. The growth rate that I determined

for the DCF analysis is reflective of growth that is associated with improving

business conditions. The stellar performance of the stock market in 2013 points to

an improving economy, as it is one of the leading economic indicators compiled by

The Conference Board. In fact, the Leading Economic Index, whose financial

components include the stock market, has increased in f,rve of the last six months.

In addition, "the strengths among the leading indicators have become more

widespread in recent months," said The Conference Board.T The Value Line

forecast of dividend per share growth is inadequate in this regard due to the

forecasted decline in the dividend payout ratio.

0. Are the dividend yield and growth components of the DCF adequate to explain

the rate of return on common equity when it is used in the calculation of the

weighted average cost of caPital?

A. Only if the capital structure ratios are measured with the market value of debt and

equity. In the case of the Electric Group, those capital structure ratios are 47 .28o/o

long-term debt, 0.310lo preferred stock, and 52.42%o common equity, as shown on

Schedule 11. If book values are used to compute the capital structure ratios, as is

the customary ratemaking practice in Pennsylvania, then an adjustment is required.

7 The Conference Board U.S. Business Cycle Indicators -The Conference Board Leading Economic Index

(LEI) for the U.S. and Related Composite Economic Indexes for February 2013 [Press Release]. Retrieved

ÍÌom http ://www. conference-board. org/datalbci.cfm dated March 21, 20 I 3
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a. Please explain why.

A. If regulators use the results of the DCF (which are based on the market price of the

stock of the companies analyzed) to compute the weighted average cost of capital

based on a book value capital structure used for ratesetting purposes, the utility will

not, by definition, recover its risk-adjusted capital cost. This is because market

valuations of equity are based on market value capital structures, which in general

have more equity and less debt and therefore reflect less risk than book value

capital structures (see Schedule 11 for the comparison). The utility's risk-adjusted

cost of equity will necessarily be lower with the less risky market value capital

structure than with the book value capital structure. The difference represents that

portion of the utility's cost of equity that it will not recover unless either the market

value cost of equity is applied to the utility's market value capital structure or it is

adjusted to reflect the higher risk associated with the book value capital structure.

By the same token, if the utility's market value capital structure is less than its book

value structure, then the utility's market cost of equity should be adjusted

downward to reflect the lower risk associated with the book value capital structure,

or else the utility will over-recover its total cost of equity.

This shortcoming of the DCF has persuaded the Pennsylvania Public Utility

Commission to adjust the DCF determined cost of equity upward to make the return

consistent with the book value capital structure. Specific adjustments to recognize

this risk difference were made in the following cases:

. January 10, 2002 for Pennsylvania-American Water Company in Docket No.

R-00016339 -- 60 basis points adjustment'
. August I, 2002 for Philadelphia Suburban Water Company in Docket No.
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R-000i6750 -- 80 basis points adjustment.
. January 29, 2004 for Pennsylvania-American Water Company in Docket No.

R-00038304 (aff,rrmed by the Commonwealth Court on November 8, 2004) --

60 basis points adjustment.
. August i, ZOO+ for Aqua Pennsylvania, Inc. in Docket No. R-00038805 -- 60

basis points adjustment.
. December 22,2004 for PPL Electric Utilities Corporation in Docket No. R-

00049255 -- 45 basis points adjustment'
. February 8, 2007 for PPL Gas Utilities Corporation in Docket No. R-00061398

-- 70 basis points adjustment'

In order to make the DCF results relevant to the capitalization measured at book

value (as is done for rate setting purposes), the market-derived cost rate cannot be

used without modifi cation.

a. Is your leverage adjustment dependent upon the market valuation or book

valuation from an investorts perspective?

A. The only perspective that is important to investors is the return that they can realize

on the market value of their investment. As I have measured the DCF, the simple

yield (D/P) plus growth (g) provides a return applicable strictly to the price (P) that

an investor is willing to pay for a share of stock. The need for the leverage

adjustment arises when the results of the DCF model (k) are to be applied to a

capital structure that is different than indicated by the market price (P)' From the

market perspective, the financial risk of the Electric Group is accurately measured

by the capital structure ratios calculated from the market capitalization of a firm. If

the ratesetting process utilized the market capitalization ratios, then no additional

analysis or adjustment would be required, and the simple yield (D/P) plus growth

(g) components of the DCF would satisfy the financial risk associated with the
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market value of the equity capitalization. Because the ratesetting process uses a

different set of ratios calculated from the book value capitalization, then furlher

analysis is required to synchronize the financial risk of the book capitalization with

the required return on the book value of the equity. This adjustment is developed

through precise mathematical calculations, using well recognized analytical

procedures that are widely accepted in the financial literature. To arrive af that

return, the rate of return on common equity is the unleveraged cost of capital (or

equity return at 100%o equity) plus one or more terms reflecting the increase in

financial risk resulting from the use of leverage in the capital structure. The

calculations presented in the lower panel of data shown on Schedule 1 1, under the

heading "M&M," provides a return of 7 .88%o when applicable to a capital structure

with 100% common equity.

a. How is the DCF-determined cost of equity adjusted for the financial risk

associated with the book value of the capitalization?

A. In pioneering work, Nobel laureates Modigliani and Miller developed several

theories about the role of leverage in a firm's capital structure. As part of that work,

Modigliani and Miller established that, as the borrowing of a firm increases, the

expected return on stockholders' equity also increases. This principle is

incorporated into my leverage adjustment, which recognizes that the expected

retum on equity increases to reflect the increased risk associated with the higher

financial leverage shown by the book value capital structure, as compared to the

market value capital structure that contains lower financial risk. Modigliani and

r0979993v1 34
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Miller proposed several approaches to quantify the equity return associated with

various degrees of debt leverage in a firm's capital structure. These formulas point

toward an increase in the equity return associated with the higher financial risk of

the book value capital structure. Simply stated, the leverage adjustment contains no

factor for a particular market-to-book ratio. It merely expresses the cost of equity

as the unleveraged return plus compensation for the additional risk of introducing

debt and/or preferred stock into the capital structure. There can be no dispute that a

firm's financial risk varies with the relative amount of leverage contained in its

capital structure.

a. Is the leverage adjustmentthat you propose designed to transform the market

return into one that is designed to produce a particular market-to-book ratio?

A. No, it is not. The adjustment that I label as a "leverage adjustment" is merely a

convenient way of showing the amount that must be added to (or subtracted from)

the result of the simple DCF model (i.e., D/P + g), in the context of a return that

applies to the capital structure used in ratemaking, which is computed with book

value weights rather than market value weights, in order to arrive at the utility's

total cost of equity. I specify a separate factor, which I call the leverage adjustment,

but there is no need to do so other than providing identification for this factor' If I

expressed my retum solely in the context of the book value weights that we use to

calculate the weighted average cost of capital, and ignore the familiar D/P + g

expression entirely, then there would be no separate element to reflect the financial

leverage change from market value to book value capitalization. As shown in the
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bottom panel of data on Schedule 11, the equity return applicable to the book value

common equity ratio is equal to 7 .88yo, which is the return for the Electric Group

applicable to its equity with no debt in its capital structure (i,e., the cost of capital is

equal to the cost of equity with a 100% equity ratio) plus 2.88% compensation for

having a 53.460/o debt ratio, plus 0.02% for having a 0.45o/o preferred stock ratio.

The sum of the parts is 10.78% (7 .85% + 2.88% + 0.02%) and there is no need to

even address the cost of equity in terms of D/P + g. To express this same return in

the context of the familiar DCF model, I summed the 4.63Yo dividend yield, the

550% growth rate, andthe 0.65Yo leverage adjustment in order to arive at the same

10.78% (4.63% + 5.50% + 0.65%) return. I know of no means to mathematically

solve for the 0.65Yo leverage adjustment by expressing it in the terms of any

particular relationship of market price to book value. The 0.65Yo adjustment is

merely a convenient way to compare fhe 10.78% return computed directly with the

Modigliani & Miller formulas to the 10.13% return generated by the DCF model

based on a market value capital structure. My point is that when we ìlse a market-

determined cost of equity developed from the DCF model, it reflects a level of

financial risk that is different (in this case, lower) from the capital structure stated at

book value. This process has nothing to do with targeting any particular market-to-

book ratio.

a. Please provide the DCF return based upon your preceding discussion of

dividend yield, growth, and leverage.

A. As explained previously, I have utilized a six-month average dividend yield
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("D1/Pe") adjusted in a forward-looking manner for my DCF calculation. This

dividend yield is used in conjunction with the growth rate ("g ") previously

developed. The DCF also includes the leverage modification ("lev.") required when

the book value equity ratio is used in determining the weighted average cost of

capital in the ratesetting process rather than the market value equity ratio related to

the price of stock.

'Dt/Po+' g ' *, lev. . : i k l

Eleckic Group 4.63%+ 5.50o/o + 0.65% 10.78%

The DCF result shown above represents the simplified (i.e., Gordon) form of the

model that contains a constant growth assumption. I should reiterate, however, that

the DCF indicated cost rate provides an explanation of the rate of return on

common stock market prices without regard to the prospect of a change in the price-

earnings multiple. An assumption that there will be no change in the price-earnings

multiple is not supported by the realities of the equity market, because price-

earnings multiples do not remain constant. This is one of the constraints of this

model that makes it important to consider other model results when determining a

company's cost of equity.

RISK PREMIUM ANALYSIS

a. Please describe your use of the risk premium approach to determine the cost of

equity.

A. With the Risk Premium approach, the cost of equity capital is determined by
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corporate bond yields plus a premium to account for the fact that common equity is

exposed to greater investment risk than debt capital. The result of my Risk

Premium study is shown on page 2 of Schedule 1. That result is 12.25Yo. As with

other models used to determine the cost of equity, the Risk Premium approach has

its limitations, including potential imprecision in the assessment of the future cost

of corporate debt and the measurement of the risk-adjusted common equity

premium.

\ilhat long-term public utility debt cost rate did you use in your risk premium

analysis?

In my opinion, a 5.25o/o yield represents a reasonable estimate of the prospective

yield on long-term A-rated public utility bonds'
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a. \ilhat forecasts of interest rates have you considered in your analysis?

A. I have determined the prospective yield on A-rated public utility debt by using the

Blue Chip Financial Forecasts ("Blue Chip") along with the spread in the yields that

I describe below. The Blue Chip is a reliable authority and contains consensus

forecasts of a variety of interest rates compiled from a panel of banking, brokerage,

and investment advisory services. In early 1999, Blue Chip stopped publishing

forecasts of yields on A-rated public utility bonds because the Federal Reserve

deleted these yields from its Statistical Release H.l5. To independently project a

forecast of the yields on A-rated public utility bonds, I have combined the forecast

yields on long-term Treasury bonds published on May I,2013, and a yield spread
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1 of 7.50o/o, derived from historical data.

0. What historical data have you analyzed?

A. I have analyzed the historical yields on the Moody's index of long-term public

utility debt and are shown on page I of Schedule 12. For the twelve months ended

April 2013, the average monthly yield on Moody's index of A-rated public utility

bonds was 4,04o/o. For the six and three-month periods ended April 2013, the yields

were 4.06%o and 4.I3o/o, respectively. During the twelve-months ended April 2013,

the range of the yields on A-rated public utility bonds was 3.84% to 4.20o/o' Page 2

of Schedule 12 shows the long-run spread in yields between A-rated public utility

bonds and long-term Treasury bonds. As shown on page 3 of Schedule 12, the

yields on A-rated public utility bonds have exceeded those on Treasury bonds by

1.53% on a twelve-month average basis, I.45% on a six-month average basis, and

1.42% on a the three-month average basis. From these averages, 1.500/o represents

a reasonable spread for the yield on A-rated public utility bonds over Treasury

bonds.

a. How have you used these data to project the yietd on A-rated public utilify

bonds for the purpose of your Risk Premium analysis?

A. Shown below is my calculation of the prospective yield on A-rated public utility

bonds using the building blocks discussed above, i.e., the Blue Chip forecast of

Treasury bond yields and the public utility bond yield spread. For comparative

pu{poses, I also have shown the Blue Chip forecasts of Aaa-rated and Baa-rated
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corporate bonds. These forecasts are:

Blue Chip Financial Forecasts

Corporate

Year Quafter Aaa-rated Baa-rated

30-Year
Treasruy Spread Yield

A-rated Public Utility

2013

2013

2013

20r4
2074'.
2014

Second

Third

Fourth

First

Second

Third

3.8%

3.9%

4.0%

4.1%

4.2%

4.3%

4.7%

4.8%

4.9%

s.0%
5.2%

5.3%

3.0%

3.2%

33%
3.4%

3.s%
3.7%

t50%
1.50%

1.50%

t.50%
r.50%
t.50%

4.50%
4.70%

4.80%
4.90%
s.00%
5.20%

J

4

5

6

Z Q. Are there additional forecasts of interest rates that extend beyond those shown

above?

A. Yes. Twice yearly, Blue Chip provides long-term forecasts of interest rates' In its

December l, 2012 publication, Blue Chip published longer-term forecasts of

interest rates, which were reported to be:

, Blue Chip Financial Forecasts

.30-Year'rCorporate
Treasury Aaa-rated, Baa-ratedAverages

2014-18
2019-23

4.7%

55%
5.4%

6.1%

6.4%

7.1%

7

8

I

10

1l

T2

13
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Given these forecasted interest rates, a5.25o/o yield on A-rated public utility bonds

represents a reasonable expectation

a. what equity risk premium have you determined for this case?

A. To develop an appropriate equity risk premium, I analyzed the results from the

2013 Classic Yearbook for Stocks. Bonds. Bills and Inflation ("SBBI") published

by Ibbotson Associates that is part of Morningstar. My investigation reveals that

the equity risk premium varies according to the level of interest rates. That is to
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say, the equity risk premium increases as interest rates decline and it declines as

interest rates increase. This inverse relationship is revealed by the summary data

presented below and shown on page 1 of Schedule 13'

Common Eouitv Risk ITTIUNls

,Low Interest Rates 7.00Yo

ì

,Average Across All Interest Rates . 5.41o/o'

High Interest Rates 3 '77Yo

Based on my analysis of the historical data, the equity risk premium was

7.00% when the marginal cost of long-term goverlìment bonds was low (i.e',

3.\3o/o,which was the average yield during periods of low rates). Conversely, when

the yield on long-term govemment bonds was high (i.e.,7.35o/o on average during

periods of high interest rates) the spread narrowed to 3.77Yo. Over the entire

spectrum of interest rates, the equity risk premium was 5.4I% when the average

government bond yield was 5,160/o. With the current low interest rates, an equity

risk premium of 7 .00o/o is indicated today.

a. What common equity cost rate did you determine based on your risk premium

analysis?

A. The cost of equity (i.e., "k") is represented by the sum of the prospective yield for

long-term public utility debt (i.e., "i"), and the equity risk premium (i.e., "RP")'

The Risk Premium approach provides a cost of equity of:
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i+RP k

Electric Group 5.25Yo + 7.00% 12.25%

I

2

3Q.
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CAPITAL ASSET PRICING MODEL

\ilhat are the features of the CAPM as you have used it?

The CAPM uses the yield on a risk-free interest bearing obligation plus a rate of

return premium that is proportional to the systematic risk of an investment. The

result of the CAPM is 11.360/o as shown on page 2 of Schedule 1 . To compute the

cost of equity with the CAPM, three components are necessary: a risk-free rate of

return ("Rf'), the beta measufe of systematic risk ("0"), and the market risk

premium ("Rm-Rf') derived from the total return on the market of equities reduced

by the risk-free rate of return. The CAPM specifically accounts for differences in

systematic risk (i.e., market risk as measured by the beta) between an individual

firm or group of firms and the entire market of equities.

a. What betas have you considered in the CAPM?

A. For my CAPM analysis, I initially considered the Value Line betas. As shown on

Schedule 1 1, the average beta is 0.68 for the Electric Group.

a. \ilhat betas have you used in the GAPM determined cost of equity?

A. The betas must be reflective of the financial risk associated with the ratesetting

capital structure that is measured at book value. Therefore, Value Line betas cannot
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be used directly in the CAPM, unless the cost rate developed using those betas ls

applied to a capital structure measured with market values. To develop a CAPM

cost rate applicable to a book-value capital structure, the Value Line (market value)

betas have been unleveraged and releveraged for the book value common equity

ratios using the Hamada formula,sas follows:

þl:þuF+(1 -t)D/E+P/EJ

where ßl : the leveraged beta, ßu : the unleveraged beta, t : income tax rate, D :

debt ratio, P : preferred stock ratio, and E : common equity ratio. The betas

published by Value Line have been calculated with the market price of stock and,

therefore, are related to the market value capitalization. By using the formula

shown above and the capital structure ratios measured at market value, the beta

would become 0.43 for the Electric Group if it employed no leverage and was 100%

equity financed. Those calculations are shown on Schedule 11 under the category

,,Hamada" who is credited with developing those formulas. With the unleveraged

beta as a base, I calculated the leveraged beta of 0.76 for the book value capital

structure of the Electric Group. The book value leveraged beta that I will employ in

the CAPM cost of equity is 0.76 for the Electric Group.

a. What risk-free rate have you used in the CAPM?

A. As shown on page 1 of Schedule 14, I provided the historical yields on Treasury

t Robe.t S. Hamada, "The Effects of the Firm's Capital Structure on the Systematic Risk of Common

Stocks" The Journal of Finance Yo1. 27 , No. 2, Papers and Proceedings of the Thiftieth Annual Meeting of
the American Finance Association, New Orleans, Louisiana, December 27-29,1971. (May 1972), pp.435'

452

10979993v1

J

4

5

6

7

I

9

10

11

t2

t3

14

15

t6

t7

18

t9

20

43



DIRECT TESTIMONY OF PAUL R. MOUL

1 notes and bonds. For the twelve months ended April 2013, the average yield on 30-

2 year Treasury bonds was 2.90o/o. For the six- and three-months ended April 2013,

3 the yields on 3O-year Treasury bonds were 3.00olo and3.09Yu respectively. During

4 the twelve-months ended April 2013, the range of the yields on 30-year Treasury

5 bonds was 2.59% to 3.T7%o. The recent low yields on Treasury bonds can be traced

6 Io events that have occurred during the past several years that included the financial

7 crisis and its aftermath. The resulting decline in the yields on Treasury obligations

8 can be attributed to a number of factors, including: the sovereign debt crisis in the

9 euro zone, concem over a possible double dip recession, the potential for deflation,

10 and the Federal Reserve's large balance sheet that has been expanded through the

11 purchase of Treasury obligations and mortgage-backed securities (also known as

lZ eEI, QEII, and QEIII), and the reinvestment of the proceeds from maturing

13 obligations and the lengthening of the maturity of the Fed's bond portfolio through

14 the sale of short-term Treasuries and the purchase of long-term Treasury obligations

15 (also known as "operation twist"). Essentially, low interest rates are the product of

t6 the policy of the FOMC in its attempt to deal with stagnant job growth, which is

17 part of its dual mandate. As shown on page 2 of Schedule 14, forecasts published

18 by Blue Chip on May I,2013 indicate that the yields on long-term Treasury bonds

lg areexpectedtobeintherange of 3.0%to3.TYoduringthenextsixquarters' The

ZO longer term forecasts described previously show that the yields on 30-year Treasury

21 bonds will average 4.7o/o from2074 through 2018 and 5.5% from 2019 to 2023.

ZZ For the reasons explained previously, forecasts of interest rates should be

23 emphasized at this time in selecting the risk-free rate of return in CAPM. Hence, I
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have used a3.75Yo risk-free rate of return for CAPM purposes, which considers not

only the Blue Chip forecasts, but also the recent trend in the yields on long-term

Treasury bonds.

a. \ilhat market premium have you used in the CAPM?

A. As shown in the lower panel of data presented on page 2 of Schedule 14, the market

premium is derived from historical data and the Value Line and S&P 500 returns.

For the historically based market premium, I have used the arithmetic mean

obtained from the data presented on page 1 of Schedule 13. On that schedule, the

market return on large stocks during periods of low interest rates was 11.72%.

During that time, the yield on long-term government bonds was 3.03%. The

resulting market premium is 8.69% (1L72% - 3.03%) based on historical data' For

the forecast returns, I calculated a 12.87o/o total market retum from the Value Line

data and a DCF return of 11.41% for the S&P 500. With the average forecast return

of 12.14% (12.87o/o + 1I.41% : 24.28o/o + 2), I calculated a market premium of

8.39% (I2.I4% - 3.75%) using forecast data. The market premium applicable to

the CAPM derived from these sources equals 8.54% (8.39% + 8.69%: 17.08o/o +

2).

a. Are there adjustments to the CAPM that are necessary to fully reflect the rate

of return on common equitY?

A. Yes. The technical literature supports an adjustment relating to the size of the

company or portfolio for which the calculation is performed. As the size of a firm
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decreases, its risk and, hence, its required return increases' Moreover, in his

discussion of the cost of capital, Professor Brigham has indicated that smaller firms

have higher capital costs than otherwise similar larger firms (see Fundamentals of

Financial Management, fifth edition, page 623). Also, the Fama/French study (see

"The Cross-Section of Expected Stock Returns"; The Journal of Finance, June

lgg2) established that the size of a firm helps explain stock returns. In an October

15, 1995 article in Public Utility Fortnightly, entitled "Equity and the Small-Stock

Effect," it was demonstrated that the CAPM could understate the cost of equity

significantly according to a company's size. Indeed, it was demonstrated in the

SBBI Yearbook that the returns for stocks in lower deciles (i.e., smaller stocks) had

returns in excess of those shown by the simple CAPM. In this regard, the common

equity capitalization for Duquesne Light is $1,093 million at the end of the fully

forecast test year, as shown on Schedule 5. For my CAPM analysis, I have adopted

the mid-cap adjustment of I.l2o/o, as revealed on page 3 of Schedule 14.

a. What CAPM result have you determined?

A. I derived the following CAPM-indicated cost of equity:
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'. 4f t+,(,ß ) + size kx (; RfRm-

Electric Group 3.75%'+(0.76 x( 8.54% ))+ 1.12yo:71.36Yo
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COMP RABLE EARNINGS

How have you applied the Comparable Earnings approach in this case?

The Comp arable Earnings approach determines the equity retum based upon results

from non-regulated companies. It is the oldest of all rate of return methods, having

been around for about one century. Because regulation is a substitute for

competitively determined prices, the returns realized by non-regulated firms with

comparable risks to a public utility provide useful insight into a fair rate of return.

In order to identify the appropriate return, it is necessary to analyze returts earned

(or realized) by other firms within the context of the Comparable Earnings standard'

The firms selected for the Comparable Earnings approach should be companies

whose prices are not subject to cost-based price ceilings (i.e., non-regulated firms)

so that circularity is avoided.

There are two avenues available to implement the Comparable Earnings

approach. One method involves the selection of another industry (or industries)

with comparable risks to the public utility in question, and the results for all

companies within that industry serve as a benchmark. The second approach

requires the selection of parameters that represent similar risk traits for the public

utility and the comparable risk companies. Using this approach, the business lines

of the comparable companies become unimporlant. The latter approach is

preferable with the further qualification that the comparable risk companies exclude

regulated firms in order to avoid the circular reasoning implicit in the use of the

achieved earnings/book ratios of other regulated firms. The United States Supreme
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A public utility is entitled to such rates as will permit it
to earn a return on the value of the property which it
employs for the convenience of the public equal to that

generally being made at the same time and in the same

general part of the country on investments in other

business undertakings which are attended by

conesponding risks and uncertainties...' The return

should be reasonably sufficient to assure confidence in
the financial soundness of the utility and should be

adequate, under efficient and economical management,

to maintain and support its credit and enable it to raise

the money necessary for the proper discharge of its
public duties. Bluefield Water Works vs. Public Service

Commission, 262 U.S. 668 (1923).

Therefore, it is important to identify the returns earned by firms that compete for

capital with a public utility. This can be accomplished by analyzing the returns of

non-regulated firms that are subject to the competitive forces of the marketplace.

a. How have you implemented the comparable Earnings approach?

A. In order to implement the Comparable Earnings approach, non-regulated companies

were selected from The Val Line In Survev for Windows that have six

categories of comparability designed to reflect the risk of the Electric Group. These

screening criteria were based upon the range as defined by the rankings of the

companies in the Electric Group. The items considered were: Timeliness Rank,

Safety Rank, Financial Strength, Price Stability, Value Line betas, and Technical

Rank. The identities of the companies comprising the Comparable Earnings group

and their associated rankings within the ranges are identifìed on page 1 of Schedule

15.
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for evaluating the risks of the comparable hrms. As to the returns calculated by

Value Line for these companies, there is some downward bias in the figures shown

on page 2 of Schedule 15, because Value Line computes the returns on year-end

rather than average book value. If average book values had been employed, the

rates of return would have been slightly higher. Nevertheless, these are the returns

considered by investors when taking positions in these stocks. Because many of the

comparability factors, as well as the published returns, are used by investors in

selecting stocks, and the fact that investors rely on the Value Line service to gauge

returns, it is, therefore, an appropriate database for measuring comparable return

opportunities.

a. what data have you used in your comparable Earnings analysis?

A. I have used both historical realized retutns and forecasted returns for non-utility

companies. As noted previously, I have not used retutns for utility companies in

order to avoid the circularity that arises from using regulatory-influenced returns to

determine a regulated return. It is appropriate to consider a relatively long

measurement period in the Comparable Earnings approach in order to cover

conditions over an entire business cycle. A ten-year period (five historical years

and hve projected years) is sufficient to cover an average business cycle. Unlike

the DCF and CAPM, the results of the Comparable Earnings method can be applied

directly to the book value capitalization. In other words, the Comparable Earnings

approach does not contain the potential misspecification contained in market

models when the market capitalization and book value capitalization diverge
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DIRECT TESTIMONY OF PAUL R. MOUL

significantly. The historical rate of return on book common equity was 12.4o/o

using only the retums that were less than 20Yo andgreater thanSo/o as shown on

page 2 of Schedule 1 5. Points of demarcation were chosen to eliminate the results

of highly profitable enterprises, which the Bluefield case stated were not the type of

returns that a utility was entitled to earn. For this purpose, I used 20%o as the point

where those returns could be viewed as highly profitable and should be excluded

from the Comparable Earnings approach. And to minimize the effect of a skewed

distribution, I removed from the average the returns that were less than 8o/o. The

forecast rates of return as published by Value Line are shown by the ll'9% using

the same parameters, as provided on page2 of Schedule 15. Using these datamy

Comparable Earnings result is I2.l5Yo, as shown on page 2 of Schedule 1.

USION OF

0. What is your conclusion regarding the Company's cost of common equity?

A. Based upon the application of a variety of methods and models described

previously, it is my opinion that a reasonable cost of common equity for the

Company is II.25%. My cost of equity recommendation is obtained from a range

of results and should be considered in the context of the Company's risk

characteristics, giving consideration to the Company's high level of service. It is

essential that the Commission employ a variety of techniques to measure the

Company's cost of equity because of the limitations/infirmities that are inherent in

each method.
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DIRECT TESTIMONY OF PAUL R. MOUL

1 Q. Does this complete your direct testimony?

Z A. Yes. However, I resetve the right to supplement my testimony, if necessary, and to

3 respond to witnesses presented by other parties.

t0979993v1 51
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APPENDIX A TO DIRECT TESTIMONY OF PAUL R. MOUL

EDUCATIONAL BACKGROUND, BUSINESS EXPERIENCE
UALIFICATI

3 I was awarded a degree of Bachelor of Science in Business Administration by

4 Drexel University in lgTL While at Drexel, I participated in the Cooperative Education

5 Program which included employment, for one year, with American Water Works Service

6 Company, Inc., as an internal auditor, where I was involved in the audits of several

7 operating water companies of the American Water Works System and participated in the

8 preparation of annual reports to regulatory agencies and assisted in other general

9 accounting matters.

10 Upon graduation from Drexel University, I was employed by American Water

l l Works Service Company, Inc., in the Eastern Regional Treasury Department where my

IZ duties included preparation of rate case exhibits for submission to regulatory agencies, as

13 well as responsibility for various treasury functions of the thirteen New England

14 operating subsidiaries.

15 In 1973, I joined the Municipal Financial Services Department of Betz

16 Environmental Engineers, a consulting engineering firm, where I specialized in financial

17 studies for municipal water and wastewater systems.

lg In 1974, I joined Associated Utility Services, Inc., now known as AUS

t9 Consultants. I held various positions with the Utility Services Group of AUS

Z0 Consultants, concluding my employment there as a Senior Vice President.

Zl In 1994,I formed P. Moul & Associates, an independent financial and regulatory

ZZ consulting firm. In my capacity as Managing Consultant and for the past twenty-nine

23 years, I have continuously studied the rate of return requirements for cost of service-

10979993v1
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APPENDIX A TO DIRECT TESTIMONY OF PAUL R. MOUL

1 regulated firms. In this regard, I have supervised the preparation of rate of return studies,

2 which were employed, in connection with my testimony and in the past for other

3 individuals. I have presented direct testimony on the subject of fair rate of return,

4 evaluated rate of return testimony of other witnesses, and presented rebuttal testimony'

5 My studies and prepared direct testimony have been presented before thirty-seven

6 (37) federal, state and municipal regulatory commissions, consisting of: the Federal

7 Energy Regulatory Commission; state public utility commissions in Alabama, Alaska,

8 California, Colorado, Connecticut, Delaware, Florida, Georgia, Hawaii, Illinois, Indiana,

9 Iowa, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota,

10 Missouri, New Hampshire, New Jersey, New York, North Carolina, Ohio, Oklahoma,

1l Pennsylvania, Rhode Island, South Carolina, Tennessee, Texas, Virginia, West Virginia,

IZ Wisconsin, and the Philadelphia Gas Commission, and the Texas Commission on

l3 Environmental euality. My testimony has been offered in over 200 rate cases involving

14 electric poweï, natural gas distribution and transmission, resource recovery, solid waste

15 collection and disposal, telephone, wastewater, and water service utility companies.

16 While my testimony has involved principally fair rate of return and financial matters, I

17 have also testified on capital allocations , capital recovery, cash working capital, income

1g taxes, factoring of accounts receivable, and take-or-pay expense recovery' My testimony

tg has been offered on behalf of municipal and investor-owned public utilities and for the

z0 staff of a regulatory commission. I have also testified at an Executive Session of the

zl State of New Jersey Commission of Investigation concerning the BPU regulation of solid

22 waste collection and disPosal.

10979993v1
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APPENDIX A TO DIRECT TESTIMONY OF PAUL R. MOUL

1 I was a co-author of a verif,red statement submitted to the Interstate Commerce

2 Commission concerning the 1983 Railroad Cost of Capital (Ex Parte No. 452). I was

3 also co-author of comments submitted to the Federal Energy Regulatory Commission

4 regarding the Generic Determination of Rate of Return on Common Equity for Public

s Utilities in 1985, 1986 and 1987 (Docket Nos. RM85-19-000, RM86-12-000, RM87-35-

6 000 and RM88-25-000). Fufther, I have been the consultant to the New York Chapter of

7 the National Association of Water Companies, which represented the water utility group

8 in the Proceeding on Motion of the Commission to Consider Financial Regulatory

9 Policies for New York Utilities (Case 91-M-0509). I have also submitted comments to

10 the Federal Energy Regulatory Commission in its Notice of Proposed Rulemaking

1l (Docket No. RM99-2-000) concerning Regional Transmission Organizations and on

tZ behalf of the Edison Electric Institute in its intervention in the case of Southern California

l3 Edison Company (Docket No. ER97-2355-000). Also, I was a member of the panel of

14 participants at the Technical Conference in Docket No. PL07-2 on the Composition of

15 Proxy Groups for Determining Gas and Oil Pipeline Return on Equity.

16 In late 1978, I arranged for the private placement of bonds on behalf of an

l7 investor-owned public utility. I have assisted in the preparation of a report to the

l8 Delaware Public Service Commission relative to the operations of the Lincoln and

lg Ellendale Electric Company. I was also engaged by the Delaware P.S.C. to review and

Z0 report on the proposed financing and disposition of cerlain assets of Sussex Shores Water

21 Company (P.S.C. Docket Nos. 24-79 and 47-79). I was a co-author of a Report on

22 Proposed Mandatory Solid Waste Collection Ordinance prepared for the Board of County

23 Commissioners of Collier County, Florida.
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I I have been a consultant to the Bucks County Water and Sewer Authority

2 concerning rates and charges for wholesale contract service with the City of Philadelphia.

3 My municipal consulting experience also included an assignment for Baltimore County,

4 Maryland, regarding the City/County Water Agreement for Metropolitan District

5 customers (Circuit Court for Baltimore County in Case 341153187-CSP-2636).
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Type of Capital

Duquesne Liqht Gompanv
Proposed Rate of Return

Estimated at April 30, 2015

Ratios

42.95%

5.11% 5.89%

51.94o/o 11.25%

100.00%

Cost
Rate

Exhibit PRM-'1

Page 1 of 32
Schedule 1 11 of 2l

Weighted
Cost
Rate

2.23%

0.30%

5.83%

8.36%

Long-Term Debt

Preferred Stock

Common Equity

Total

5.18o/o

lndicated levels of fixed charge coverage assuming that
the company could actually achieve its proposed rate of return

Pre-tax coverage of interest expense based upon a
41.4935o/o composite federal and state income tax rate

( 12.71o/o + 2'23o/o )

Post-tax coverage of interest expense
( 8.96% * 2.23% )

Post-tax coverage of interest expense and preferred stock dividends
( 8.30Yo * 2.53% )

5.70 x

3.75 x

3.30 x
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Discounted Cash FIow (DCF)

Electric Group

Risk Premium (RP)

Electric Group

Capital Asseú Pricing Model (CAPM)
Electric Group

Co mp arabl e Ea rn i ngs (CE)

Comparable Earnings GrouP

Duquesne Liqht Companv
Cost of Equity

as of April 30, 2013

D 1/P s(\ + g (')

4.630/o + 5.50%

lØ) + Rp(5)

5.25% + 7.00o/o

Rf(6) + ß(7')

3.75% + 0.76

Historical (ol Forecast (ol

12.4% 11.s%

+ Iev. (t)

+ 0.65%

k
12.25o/o

8.54o/o

Average
12.15%

=lç
= 10.78o/o

x(
x(

{a)¡+

)+
Rm-Rf slze(e) =

1.12% =

k
11.36Yo

References (r) Schedule 0B page 1

(z) Schedule 10 page 1

(¡) Schedule 11 page 1

(¿) A-rated public utility bond yield comprised of a3.75% risk-free rate of

return (schedule 14 page 2) and a yield spread of 1.50% (schedule 12

page 3)
(s) Schedule 13 page 1

(o) Schedule 14 pages 1 & 2
(z) Schedule 11 page 1

(a) Schedule 14 page 2
(s) Schedule '14 page 3
(to) Schedule 15 page 2
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2008

Duouesne Liqhi ComÞanv
Capitalization and Financial Statisiics

2008-201 2, lnclusìve

2012 2011 2010 2009
(l\¡ilìions of Dollars)

$ 1,940,1 $ 1,933.4 $ 1,753,3 $ 1,633.3
Amount of Capital Employed

Permanent Capital
Short-Term Debt
Total Capital

Capital Structure Ratios
Based on Permanent Capital:

Long-Term Debt
Preferred Stock
Common Equity

Based on Total Capitali
Total Debt, incl. Short Term
Preferred Stock
Common Equity

Rate of Reiurn on Book Common Equity

Operating Ratio (1)

Coverage incl. AFUDC (2)

Pre-tax: All lnterest Charges
Post-tax: All lnterest Charges
Overalì Coverage: All lnt. & Pfd. Div

Coverage excl. AFUDC (3)

Pre-tax. All lnterest Charges
Post-tax: All lnterest Charges
Overall Coverage: All lnt. & Pfd. Div

Quality of Earnings & Cash Flow
AFC/Income Avail, for Common Equity
Effective lncome Tax Rate
lnternal Cash Generation/Constructìon (4)

Gross Cash Flow/ Avg. Total Debt(s)
Gross Cash Flow lnterest Coverage(6)
Common Dividend Coverage (7)

See Page 2 for Notes.

20.0

39.2%
5.6%

39.8%
5.5%

54.7o/o

-lõõr%-
13.8%

65.70/o

39 3%
5.6%

55.1o/o

39.3%
5.60/o

55.10/o

100.0%

13.4o/o

69.8%

33.8%
6.2%

60,1%
-- lootql

36.5o/o

5.9%
57.6%

-1oo¡ø
7 .1o/o

84.8%

27 .10/o

6.60/0

66.3%--lõõ¡e6'

29.Oo/o

6.4Yo

64.5%
----õe.e%-

6,9%

81.2o/o

$ I ,517.3
$ 75.0
o4 ÃôtQ

7 .1o/o

70.30/o

99.9%

26.2o/o

6.8%
67.0%

-_Tõõ¡9ã'

7 .10/o

81.7%

Average

32.4%
ô. ¿-/o

61.4o/o

lõo¡%

34.2%
6.0%

59.8%-l¡õ!%'

9.7%

76.6Y0

$ $ 75.0 $ 45.0
$1,9334 $1,828.3 $1,678.3

10õ;õ%'
5s,3%

-ooiq;

7.21 x
4.69 x
4.08 x

4.16 x
3.38 x
2.87 x

5.79 x
3.79 x
3.12 x

7.54 x
4.59 x
3.62 x

6.25 x
4.18 x
3.52 x

6.55 x
4.45 x
3.89 x

7.21 x
4.69 x
4.08 x

6.55 x
4.45 x
3.89 x

4.16 x
3.38 x
2.87 x

5.79 x
3.79 x
3.12 x

7.54 x
4.59 x
3.62 x

6.25 x
4.18 x
3.52 x

0.0%
40.7o/o

83.7o/o

44.3%
9.15 x
1.95 x

0.0o/o

37.8%
61.5%
36.7%
7.03 x
2.56 x

0.00/o

41.9o/o

74.40/o

43.70/o

7.62 x
3.24 x

0.0o/o

45.0o/o

51.1o/o

48.6%
8.88 x
1,65 x

0.0%
38.00/o

64.1%
43.0%
8.09 x
2.32 x

0,0%
24.7o/o
49.7%
41.70/o

7.78 x
2.21 x



Notes

(1)

(2)

(3)

(4)

(5)

(6)

(7)

Exhibit PRM-1
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Duquesne Liqht Companv.
Capitalization and Financial Statistics

2008-2012, lnclusive

Total operating expenses, maintenance, depreciation and taxes other than income as a
percentage of operating revenues.

Coverage calculations represent the number of times available earnings including AFUDC
(allowance for funds used during construction), as reported in its entirety, cover fixed charges.

Coverage calculations represent the number of times available earnings excluding AFUDC
(allowance for funds used during construction), as reported in its entirety, cover fixed charges.

lnternal cash generation/gross construction is the percentage of gross construction expenditures
provided by internally generated funds from operations after payment of all cash dividends.

Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income taxes and

investment tax credits, less AFUDC) as a percentage of average total debt.

Gross Cash Flow plus interest charges divided by interest charges.

Common dividend coverage is the relationship of internally generated funds from operations after

payment of preferred stock dividends to common dividends paid'

Source of lnformation: Company provided data



2012

Electric Grouo

Capitalizat¡on and Financ¡al Statistics 
(1)

2008-201 2. lnclusive

Exhibit PRM-1
Page 5 of 32

Schedule 3 [1 of 2]

2008

$ 16,668.3
7ô9.1

_9_17ßl_4_

Average
16x

2011 2010 2009
(Millions of Oollars)

$ 18,657.4
Amount of Capìtaì Employed

Permanent Capital
Short-Term Debt
Total Cap¡tal

Market.Based Financial Ratios
Price-Earnings Multiple
MarkeVBook Ratio
Dividend Yield
Dividend Payout Ratio

Capital Structure Ratìos
Based on Permanent Captial:

Long-Term Debt
Preferred Stock

Common Equity tzt

Based on Total Capìtal:
Total Debt incl. Short Term
Preferred Stock

common Equity(2)

Rate of Return on Book Common Equity(2)

Operating Ratio(3)

Coverage incl. AFUDC 
(a)

Pre-tax: All lnterest Charges
Post-tax: AII lnterest Charges
Overall Coverage: All lnt. & Pfd. Div

coverage excl. AFUDC 
(a)

Pre{ax: All lnterest Charges
Post-tax: All lnterest Charges
Overall Coverage: All lnt. & Pfd. Div

Quality of Earnìngs & Cash Fìow
AFC/lncome Avail. for Common Equ¡ty

Effective lncome Tax Rate

lnternal Cash Generation/Construction 
(5)

Gross Cash FloW Avg, Total Debt(6)

Gross cash Flow lnterest Coverage(7)

common D¡v¡dend Coverage 
(8)

See Page 2 for Notes.

g 24,931.4
984.7

s 25,91ô.1

$ 20,153.1
$ 476.4
$ 20,ô29.5

$ 462.3
$ 19,119.7

$ 18,108.5
$ 413.5

_$.1-9,5??,0_

100.0% 100.0%
45.4% 44.3%

100.0% 100.0%

53.5%
0.5%

46.0o/o

55.7%
0.5%

43.9%
100.00/"

53.9%
0.6%

45.5%

55.4%
O.60/0

43.9%
100.o%

9.6%

82.1o/o

54.0%
0.6%

55.1o/o

0.6%

44.3o/o---- 100õ%

82.20

55.1%
0.7o/o

56.0%
0.7%

43.3%
1ooff/.

9.4%

84.3%

54.7%
0.9%

44.4%
100.0%

56.9%
0.9%

42.2%
100.0%

10.7%

84.gyo

18 x
163j%

4.5%
81.9%

8.1%

80,6%

3,07 x
2.35 x
2.32 x

2.99 x
2.26 x
2.23 x

7.0%
35.0%

73.5%

19.3o/o

5.65 x
3.43 x

'16 x
154.7%

4.7%
76.7%

16x
142.4%

5.2%
83.2o/o

3.33 x
2.47 x
2.45 x

10.5%
34j%
90.5%

21.3%

4.85 x

4.15 x

14x
129.7%

5.9%
79.0%

2.90 x
2.26 x
2.22 x

7.3%
a) oo/^

74.5%

19.3%

4.32 x

3.76 x

15 x
161.6%

4.7%
72.6%

150.3%
5.0%

78.7%

54.2%
0.7%

45.1o/o-- loo.o%

55.8%
0.6%

43.5%
100.00k

s.6%

82.8%

3,13 x
2.36 x
2.33 x

2.81 x
2.17 x
2.13 x

3.14 x
2.36 x
2.32 x

3.23 x
2.46 x
2.43 x

3.23 x
2.45 x
2.41 x

3.15 x
2.40 x
2.37 x

3.06 x
2.30 x
2.27 x

7.9%
34.5%

77.6%

20.1%

4.81 x

3.78 x

2.36
ôââ

X

X

X

7.9%
34.7%

82.6%

20.5%

4.78 x
3.67 x

6.8%
35.6%

67.0%

20.2%

4.43 x

3.88 x



Notes
(1)
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Electric Group
Capitalization and Financial Statistics

2005-2009, lnclusive

All capitalization and financial statistics for the group are the arithmetic average of the
achieved results for each individual company in the group.

Excluding Accumulated Other Comprehensive lncome ("OCl') from the equity account.
Total operating expenses, maintenance, depreciation and taxes other than income taxes as a
percent of operating revenues.
Coverage calculations represent the number of times available earnings, both including

and excluding AFUDC (allowance for funds used during construction) as reported in its

entirety, cover fixed charges.
lnternal cash generation/gross construction is the percentage of gross construction expenditures
provided by internally-generated funds from operations after payment of all cash dividends

divided by gross construction expenditures.
Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income taxes and

investment tax credits, less total AFUDC) plus interest charges, divided by interest charges.

Gross Cash Flow plus interest charges divided by interest charges.
Common dividend coverage is the relationship of internally-generated funds from operations

after payment of preferred stock dividends to common dividends paid.

Basis of Selection
The Electric Group includes companies that (i) their stock is traded on the New York Stock

Exchange, (ii) they are listed in the "Electric Utility (East)" section of The Value Line lnvestment
Survev,liii¡ and they are not currently the target of a publicly-announced merger or acquisition.

(2)
(3)

(4)

(5)

(6)

(7)
(8)

Ticker Com

Consolidated Edison, lnc.

Dominion Resources, lnc.

Duke Energy Corp.
FirstEnergy Corp.

Northeast Utilities

Pepco Holdings lnc.

SCANA Corp.

Southern Company
TECO Energy, lnc.

UIL Holdings

Corporate Credit Ratinos

Moody's S&P
Stock

Traded
S&P Stock

Ranking

Value Line

Beta

ED

D

DUK
FE

NU

POM
SCG
SO
TE
UIL

A3
A3
A3
Baa2
Baa2
Baa2
Baa2
A3
A3
Baa2

A-
A-
BBB+
BBB-
A-
BBB+
BBB+
A
BBB+
BBB

NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE

0.60
0.65
0.60
0.75
o.70
0.75
0.65
0.55
0.85
0,70

B+

B+

B

B+
B

B

A-
A-
B

B

Average Baal BBB+ B+ 0.68

Source of Information: Utility COMPUSTAT



$ 21,620.0
s 648.9
$ 22,268.9

Standard & Pools Public Utilities

Capitalizatìon and Financial Statistics {1)

2008-201 2. lnclusive

2012 2011 2010
tü-¡lløns or ool*o

Exhibit PRM-1
PageT of32

Schedule 4 [1 of 3]

2008

$ 15,620,1

$ 8035
$ 1ô,423.6

Average

2009

$ 16,618.6
415.0

$ 17.033.6

Amount of Capital Employed
Permanent Capital
Short-Term Debt
Total Cap¡tal

Marke!Based Financial Ratios
Pr¡ce-Earnings Multiple
MarkeVBook Ratio
Dividend Yield
Dividend Payout Ratio

Capital Structure Ratios
Based on Permanent Capt¡al

Long-Term Debt
Preferred Stock

Common Equity{2)

Based on Total Capital:
Total Debt incl. Short Term
Preferred Stock

common Equity tzt

Rate of Return on Book Common Equity(2)

operating Ratio(3)

Coverage incl. AFUDC 
(a)

Pre-tax: All lnterest Charges
Post-tax: All lnterest Charges
Overall CoveÍage: All lnt. & Pfd. Div.

Coverage excl. AFUDC (a)

Pre-tax: Alì lnterest Charges
Post-tax: All lnterest Charges
Overall Coverage: All lnt. & Pfd, Div.

Quality of Earnings & Cash Flow
AFC/Income Avail. for Common Equity
Effective lncome Tax Rate

lnternal Cash Generation/Construction 
(5)

Gross Cash Floø Avg. Total Debt{6)

Gross cash Flow lnterest Coverage(7)

Common Dividend coverage 
(8)

See Page 2 for Notes

$ 18,840.8 $ 17,587.3
$ 531.4 $ 435,4
$ 19.372.2 g 18.022.7

52.9%
1.6%

45.5%
'100,0%

54.5%
1.60/o

44.0%
100.0%

9.2%

81.3%

52.9%
1.3o/o

45.8%
-- 100.0%

54.5%

44.3%
100.0%

10.5%

81¡%

53.4o/o

1.3%

45.30/.
100.0%

54.70k
1.3%

44.0%
100.0%

10.80/o

81.6%

54.2%
1.5%

44.3%
100.0%

55.6%
1.4%

43.0o/o-- 100.o%

10.1%

83.0%

54.3%
1.7%

44.0%
100.0%

57j%
1.6%

41.3%
100.0%

12.2%

84.1%

53.5%
1.5%

45.0%
100.0%

55.3%
1.4%

43.3%
100.0%

10.6%

82.3%

18 x
164.0%

4.1%
70.3%

2.85 x
2.25 x
2.22 x

7.1%
26.2o/o

75.0%

21.5%

5.37 x

4.31 x

15 x
155.2%

4.4o/o

64.7%

5.7o/o

36,8%

85.4%

5.12 x

4.58 x

15 x
142.8%

4.8%
72.0%

14x
137.1%

72.2%

2.96 x
2.26 x
2.22 x

14x
174.9%

4.3%
61.9%

3,39 x
2.57 x
2,53 x

7.7%
33.8%

83.1%

22.6%

4.75 x

4.95 x

15x
154.8%

4.6%
68.2%

2.94 x
2.35 x
2.32 x

3.35 x
2.59 x
2.57 x

3.34 x
2.52 x
2.50 x

ó¿¿ x

2.48 x
2.45 x

3.12 x
2.38 x
2.35 x

7.0%
32.6%

91.1%

22.8%

5.04 x
4.69 x

X

X

X

â

2
2

.06
,36

3.25 x
2.49 x
2.47 x

3.25 x
2,43 x
2.41 x

X

X

X

J.
2.

2.

¿ó
46
42

6.6%
34.3%

108.0%

23.5%

5.09 x

4,88 x

7,8%
31.8%

100.0%

4,85 x

4.73 x



Notes:

(1)

(2)
(3)

(4)

(5)

(6)

(7)

(8)

Source of lnformation: Annual Reports to Shareholders
Utility COMPUSTAT
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Standard & Poor's Public Utilities
Capitalization and Financial Statistics

2008-20'12, lnclusive

All capitalization and financial statistics for the group are the arithmetic average of the
achieved results for each individual company in the group.
Excluding Accumulated Other Comprehensive lncome ("OCl')from the equity account
Total operating expenses, maintenance, depreciation and taxes other than income taxes as

a percent of operating revenues.
Coverage calculations represent the number of times available earnings, both including and

excluding AFUDC (allowance for funds used during construction) as reported in its entirety,
cover fixed charges.
lnternal cash generation/gross construction is the percentage of gross construction
expenditures provided by internally-generated funds from operations after payment of all

cash dividends divided by gross construction expenditures.
Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income
taxes and investment tax credits, less total AFUDC) as a percentage of average total debt.
Gross Cash FIow (sum of net income, depreciation, amortization, net deferred income
taxes and investment tax credits, less total AFUDC) plus interest charges, divided by

interest charges.
Common dividend coverage is the relationship of internally-generated funds from
operations after payment of preferred stock dividends to common dividends paid.



Standard & Poor's Public Utilities
Companv ldentities

S&P

Stock
Ranking

A
B

B

B

B

B+
B+
B+
B

B

A+
B+
B+
A-
B

A
B

B

NR
NR
B

B

B+
B

B+
A-
A-
A-
B

A
B+

Exhibit PRM-1
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Schedule a [3 of 3]

Value

Line
Beta

Credit
(1)

Ticker Moodv's S&P

Common

Stock
Traded

AGL Resources lnc.

Ameren Corporation
American Electric Power
CMS Energy
CenterPoint Energy
Consolidated Edison
DTE Energy Co.
Dominion Resources
Duke Energy
Edison lnt'l
Entergy Corp.
EQT Corp.
Exelon Corp.
FirstEnergy Corp.
lntegrys Energy Group
NextEra Energy lnc.
NiSource lnc.
Northeast Utilities
NRG Energy lnc.

ONEOK, lnc,
PEPCO Holdings, lnc.
PG&E Corp.
PPL Corp,
Pinnacle West Capital
Public Serv. Enterprise lnc.

SCANA Corp.
Sempra Energy
Southern Co,
TECO Energy
Wisconsin Energy Corp.
Xcel Energy lnc

GAS
AEE
AEP
CMS
CNP
ED
DTE
D

DUK
EIX
ETR
EQT
EXC
FE
TEG
NEE
NI

NU
NRG
OKE
POM
PCG
PPL
PNW
PEG
SCG
SRE
SO
TE
WEC
XEL

A3
Baa2
Baa2
Baal
Baa2
A3
A3
A3
A3
A3
Baa2
Baa3
A3
Baa2
A2
A2
Baa2
BaaZ
Ba3
Baa2
Baa2
A3
Baa?
Baal
A3
Baa2
A2
A3
A3
A2
A3

BBB+
BBB
BBB
BBB
BBB+
A-
BBB+
A-
BBB+
BBB+
BBB
BBB
BBB
BBB-
A-
A-
BBB-
A-
BB-
BBB
BBB+
BBB
BBB
BBB+
BBB
BBB+
A
A
BBB+
A-
A-

NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE

0.75
0.80
0.70
0.75
0.80
0.60
0.75
0.65
0.60
0.75
0.70
1.15
0.80
0.80
0.90
0.75
0.85
0.70
1.10
0.95
0.75
0.55
0.65
0.70
0.75
0.65
0.80
0.55
0.85
0.65
0.65

Average for S&P Utilities

Source of lnformation:

Note: (t) Ratings are those of utility subsidiaries

Moody's lnvestors Service
Standard & Poor's Corporation
Standard & Poor's Stock Guide
Value Line lnvestment Survey for Windows

Baal BBB+ A 0.75



Long-Term Debt

Preferred Slock

Common Equ¡ly
Common stock
Capital Surplus

Retained earn¡ngs(t)

Total Common Equ¡ly

lotal Permanent Capilal

Shorl-lerm Debt("'

Total Capital Employed

Notes:

986,264,247

_____9!t9u3-
1,074.718.971

Aclual al March 31,2013 Estimated at ¡iarch 31,.2q14

Àmount 
-_-----33!os- 

Amounl 

-----¡e!þ-L-
Ôutstândino Erd s-T Debl lncl S-T Debl Oulstand¡no Excl S_T Debt lncl s-T Debl

$ 726,551,578 38.060/o 37.56% -$-ë3,929J!é-"' 41.07'/o 4\87o/o

107,935,500 5.65% 5 58% 107,935,500 5 19% 5 17'/o

10
986,264,247

10

Duquæno Lloht comÞ8nv
CapilalÌzalion and Related Capilal Slructure Ralios

Aclual at [4arch 3f.2013 and Estimaled al ¡,4arch 31. 2014 and April 30.2015

____19L99949-
1.117.659,703

2,079,568,337

10,000,000

j-ry-

$ (8,738,867)

Exhibit PRM-1
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Schedule 5 [1 of 1]

Eslimated al Aoril 30. 201 5

Amounl __________Ee!99--
Outslândino Lxcl S-T Debl hcl S-T Debt

_-$__199,q9!99LG) 42.e5'/" 4205o/"

107,935,500 5.11o/o 5 o1o/o

1,909.206,049

25,000,000

$ 1,934,206,049

(r)Excluding Accumulaled Olher comprehensìve lncome ("oCl") ofl

$ (12,644,420)
c)Relecls changes in the princ¡pal amounl of long.torm debt of:

6 57ol" se¡.R due 02/15/14
5.10olo Ser.T due 1 1/01/43
Allegheny County 1999 Series A due 12l01/'1 3

lnlercompany Loans
Amorl¡zation of Loss on Reacqu¡red Debl

€) Projeclion of relained earnings.
(4) Sho.t-lerm debt componenls

Revolver borow¡ngs $ 20,000.000
UC Short-term debt 5,000,000

Source ol lnformalion: Company provided dala

56.29o/o

100.000/o

55.56o/o

98,71o/o

f00.00o/o

(3)

___53L4%_

100.00%

----99¡9%-
99.52o/o

____9!lM_

100.00%

_____91_94%

100.00%

_-___99_!.!2!_

97.91%

2.09o/o

100.00%

'10

986,264,247

----l!9¿1¿?99-(")
1.096.01 1,512

2,110,248,373

45,000,000

$ 2.155.248,373

$ (8,242,998)

50,000,000
2,328,227

$ 45.000.000

(100.000,000)
275,000,000
(50,000,000)

2,421,556

s 10.000,000



Duquesne Lioht Companv
Calculation of the Embedded Cost of Long-Term Debt

Estimated at March 31.2013

Effective
Cost
Rate

Exhibit PRM-1
PagelloÍ32

Schedule 6 [1 of 4]

Weighted
Cost
Rate (2)

0.89%
1.27%

0.21%

0.09%

0.11%

0.26%

0.620/o

0.28%
0.89%

4.92%

5.50%

Series

Principal
Amount

Outstandinq

Percent
to

Total(1)

First Collateral Trust Bonds
6.57% Ser.R due 02115114

4.76% Ser.S due 02103142

Pollution Control Revenue Bonds
Allegheny County 1999
Series A due 12101113
Ohio Water Development
Authority 1999 Series C

due 3/01/31
Beaver County 1999
Series B due 3/01/31
Beaver County 1999
Series C due 8/01/33
Beaver County 1999
Series D due 4/01/31

lntercompanv Loans
Loan A
Loan B

Loan C

Total Long -Term Debt

Unamortized Call Premium

Long Term- Debt

Annualized Cost
Amortization of Loss on
Reacquired Debt

$ 100,000,000
200,000,000

50,000,000

33,955,000

13,700,000

18,000,000

44,250,000

'100,000,000

50,000,000

13.160/0

26.32%

6.58%

4.47%

1.80%

2.37%

5.82%

13.160/0

6.58%
19.74%

6.79%
4.81%

4.79%

4.81%

4.80o/o

4.55%

4.71%
4.25%
4.53%

4.39% 0.29%

150 000,000

759,905,000 100.00%
(33, 353.422\

$ 726,551,578

$ 37,398,212

2,567 977

Total Cost $ 39,966,189:
Notes: (1) lncludes current portion of long-term debt

(2) As calculated on page 4 of this schedule.

Source of lnformation: Company provided data



Duquesne Liqht Companv
Calculation of the Embedded Cost of Long-Term Debt

Estimated at March 31, 2014

Exhibit PRM-1
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Schedule 612 o'f 4)

Weighted
Cost
Rate Q)

1.09%
1.62%

0.18%

0.07%

0.10%

0.23%

0.53%
0.24%
0.77o/o

4.83%

5.29%

Series

Principal
Amount

Outstanding

Percent
to

Total

22.60%
31.08%

3.84%

1.55%

2.03%

5.00%

11.30%
5.65%

16.95%

100.00%

(1)

Effective
Cost
Rate

First Collateral Trust Bonds
4.76% Ser.S due 02103142

5.10% Ser.T due 11101143

Pollution Control Revenue Bonds
Ohio Water Development
Authority 1999 Series C

due 3/01/31
Beaver County 1999
Series B due 3/01/31
Beaver County 1999
Series C due 8/01/33
Beaver County 1999
Series D due 4101131

lntercompanv Loans
Loan A
Loan B

Loan C

Total Long -Term Debt
Unamortized Call Premium

Long Term- Debt

Annualized Cost
Amortization of Loss on
Reacquired Debt

Total Cost

$ 200,000,000
275,000,000

33,955,000

13,700,000

18,000,000

44,250,000

100,000,000
50,000,000

1 50, 000,000

884,905,000
(30,931,866)

$ 853,973,134

4.81%
5.20%

4.79%

4.81%

4.80%

4.55o/o

4.71%
4.25%
4.53%

42,712,790

2,421,556

$ 45,1 34,346

Notes: (1) lncludes current portion of long-term debt.
(2) As calculated on page 4 of this schedule.

Source of lnformation: Company provided data

$



Duquesne Light Comoanv
Calculation of the Embedded Cost of Long-Term Debt

Estimated at April 30, 2015

Effective
Cost
Rate

Exhibit PRM-1
Page 13 of 32

Schedule 6 [3 of 4]

Weighted
Cost
Rate e)Series

Principal
Amount

Outstandinq

Percent
to

Total(1)

First Collateral Trust Bonds
4.76% Ser.S due 02103142

5j0% Ser.T due 11101143

Pollution Control Revenue Bonds
Ohio Water Development
Authority 1999 Series C
due 3/01/31
Beaver County 1999
Series B due 3/01/31
Beaver County 1999
Series C due 8101133

Beaver County 1999
Series D due 4/01/31

lntercompanv Loans
Loan A
Loan B

Loan C
Loan D

Total Long -Term Debt

Unamortized Call Premium

Long Term- Debt

Annualized Cost
Amortization of Loss on
Reacquired Debt

Total Cost

$ 200,000,000
275,000,000

33,955,000

13,700,000

18,000,000

44,250,000

100,000,000
50,000,000

150,000,000

21.39%
29.42o/o

3.63%

1.47%

1.93o/o

4.73%

10.70%
5.35%

16.04%
5-35%

4.81%
5.20%

4.79%

4.81%

4.80%

4.55%

4.71%
4.25%
4.53%
4.15%

1.03%
1.53o/o

0.17%

0.07%

0.09%

0.22%

0.50%
0.23%
0.73%
0.22%

4.79%

5.18%

50,000 000

e34,e05,000 j_q0.00%_
(28,603,639)

$ 906,30 1,361

6 44,787,790

2 149 134

$ 46,936,924

Notes: (1) lncludes current portion of long{erm debt.
(2) As calculated on page 4 of this schedule.

Source of lnformation: Company provided data



Duouesne Liqht Companv
Calculation of the Effective Cost of Long-Term Debt by Series
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Proceeds Effeclive
Proceeds Rât¡o jg$B4g("

Premium/
Discount

& Expense

Net

Rate
Date of
lssue

Coupon

Average Pr¡ncipal
Term ìn Amount

__igelg_u, outstand¡ngSeries

First Collateral Trust Bonds
6.57% Ser.R due 02115114

4.76% Ser.S due 02103142

5.10% Ser.T due 11l01/43
Pollution Control Revenue Bonds

Allegheny County 1999

Date of
Matur¡ty

Net

6.570/o

4.760/0

5.10V.

03/03/09
02t01t12
1'U01t13

02t15t14
02t03t42
'l'1t01143

5.0
30.0
30,0

$ 100,000,000
200,000,000
275,000,000

33,9s5,000

1 3,700,000

1 8,000,000

44,250,000

1 00,000,000
50,000,000

'1s0,000,000

50,000,000

$ 901,436
1,685,878
4,1 25,000

205,000

115,718

1 50,884

376,475

$ 99,098,s64
198,314,122
270,875,000

33,750,000

13,584,282

17,849,1 '16

43,873,525

'100,000,000

50,000,000
1 50,000,000

50,000,000

99.1 0%
99.1 6%
98.50%

6.79%
4.81%
5.20V.

Seríes A due 12l01/13
Ohìo Water
Development Author¡ty
1999 Ser¡es C due
Beaver county 1 999
SerÌes B due 3/01/31
Beaver County I 999
Series C due 8/01/33
Beaver County 1 999
Series D due 4/01/31

4.350/0 11t18199 12t01t'13 14.0

31.3

20.7

300

50,000,000 21 0,987 49,789,013 S9,58% 4.39%

4.75%

4.7,yo

4.7,Vo

4.500/"

11t18t99

11t18t99

11t18t99

1 1/18/99

03/01 /31

08t01t20

08/01/33

11t0'1t29

99,40%

99.16%

99.1 6%

99.1 5%

4.7qyo

4.81yo

4.800/0

4.55Vo

100.00%
1 00.00%
100.00%
100.00%

4 ,7 10/.

4.25%
4.530/o

4.15V0

lntercomoanv Loans
Loan A
Loan B

Loan C
Loan D

4.71%
4.25%
4.53%
4.15o/o

07t01t10
09t29t't0
06/30/1 1

1 1t01t14

07 t01t20
09t29t20
06t30t21
't'u01t24

10.0
10.0
'10.0

10.0

Notes: (i) Determined by taking into account the effect the annual s¡nking fund requirements wh¡ch are met by the retirement of bonds which reduce the term

of each issue.
(2) The effect¡ve cost for each issue is the yield to maturlty using as inputs the average term of issue, coupon rate, and nel proceeds ratio

Source of Informâtion: Compâny provided data
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Duquense Liqht Gompanv
Calculation of the Embedded Cost of Preferred Stock

Actual at March 31. 2013

Series

Principal Percent
Amount to

Outstanding Total

Effective
Cost
Rate

Weighted
Cost
Rate (1)

0.26%
0.23%
0.26%
0.20%
4.63%
0.31%

5.89%

3.75%
4.10%
4.15o/o

4.20%
6.50%
$2.1 0

Series
Series
Series
Series
Series
Series

6.86%
5.55o/o

6.14To

4.63%
69.44%
7.38%

3.77%
4.12%
4.160/o

4.23%
6.67%
4.19%

$ 7,400,000
5,993,000
6,622,500
5,000,000

74,950,000
7,970,000

$ 107,935,500 100.00%

Notes: (1) As calculated on page4 of this schedule

Source of lnformation: Company provided data
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Duquense Liqht Companv
Calculation of the Embedded Cost of Preferred Stock

Estimated at March 31, 2014

3.75%
4.10%
4.15%
4.20%
6.50%
$2.1 0

Series
Series
Series
Series
Series
Series

Series

Principal
Amount

Outstanding

Percent
to

Total

Effective
Cost
Rate

Weighted
Cost
Rate (1)

0.26%
0.23%
0.260/o

0.20%
4.63%
0.31%

5.89%

$ 7,400,000
5,993,000
6,622,500
5,000,000

74,950,000
970 000

6.86%
5.55%
6.14%
4.63%

69.44%
7.38%7

3.77%
4j2%
416%
4.23%
6.67%
4.19%

$ 107,935,500 100.00%

Notes: (1) As calculated on page 4 of this schedule

Source of lnformation: Company provided data
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Duquense Liqht Companv
Calculation of the Embedded Cost of Preferred Stock

Estimated at April 30. 2015

Series

Principal
Amount

Outstandino

Percent
to

Total

Effective
Cost
Rate

Weighted
Cost
Rate (1)

$ 7,400,000
5,993,000
6,622,500
5,000,000

74,950,000
7 970 000

$ 107, 935,500 100.00%

Notes: (1) As calculated on page 4 of this schedule

Source of lnformation: Company provided data

3.75%
4.10%
4.15%
4.20%
6.50%
$2.1 0

Series
Series
Series
Series
Series
Series

6.86%
5.55%
6.14%
4.63%

69.44%
7.38%

3.77o/o

4j2%
4.16%
4.23%
6.67%
4.19o/o

0.26%
0.23%
0.26%
0.20o/o

4.63%
031%

5.89%



Exhibit PRM-1
Page 18 of 32

ScheduleTþo'fal

Duquense Liqht Comoanv
Calculation of the Effective Cost of Preferred Stock bv Series

Series
Dividend

Rate
Date of
lssue

Original
Principal
Amount

Net
Proceeds

Net
Proceeds

Ratio
Effective

Cost Rate (1)

3.77%
4.12%
4,16%
4.23%
6.670/o

4.19%

P rem iu m/Discou nt
and

Expense

3.75%
4j0%
4.15o/o

4.20%
6.50%
$2.1 0

Series
Series
Series
Series
Series
Series

3.75%
4.10%
4.15%
4.20%
6.50%
4.20%

09/1 9/50
07t01t54
09t24t52
12t14t53
04t16t04
01t25t55

$ 7,500,000
6,000,000
7,000,000
5,000,000

75,000,000
8,000,000

31,828
25,540
3l ,915

1,899,354
(10,544)

$ 7,452,990
5,968,172
6,974,460
4,968,085

73,1 00,646
8,010,544

$ 047 0 99.37%
99.47%
99.64%
99.36%
97.47%

I 00.1 3%

Notes: (1) For series without sinking fund requirements, the effective cost rate is the nominal dlvidend rate divided by the net
proceeds ratio,

Source of lnformatìon: Company provìded data



Monthly Div¡dend Yields for
Electric Group

for the Twelve Months Endino Aor¡l 2013

Mav-12 Juî,-12 Jul-12 Auo-12 Seo-12 Ocl-12 Nov-12 Dec-12 Jan-13 FeF13 Mar-13 AÞr-13
12-Month
Averaqe
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&Month
Averaae

GMonth
AveraoeComoanv

Consolidated Ed¡son lnc. (ED)-N\
Dom¡n¡on Resources, Inc. (D)-NY
Duke Energy Corporation (DUK)-l
FirstEnergy Corp. (FE)-NYSE
Northeasi Ut¡ì¡ties (N U)-NYSE
Pepco Ho¡dings, lnc. (POMINYSI
SCANA Corp. (SCG)-NYSE
Southem Company (SOI.NYSE
TECO Energy, lnc. (TE)-NYSE
UIL Hold¡ngs Corporatìon (UlLlN'

Averege

Note:

Source of lnformat¡on:

t39% 1,33jó 4,Þ7$

Forward-look¡ng D¡v¡dend Yield 1/2 Growth D/Po
4.49%

D¡screte D/Po
4.49o/o

D/Po
1 1233o/o

Quarterly

Average

Growth rate

K

4,9þy4 til% 4.63o/" 4.8% 4,ø% 4.49o/o 4.49% 4.U%

4.O2o/o

4.O5%
4.560/o

4.72o/o

3.81o/o

5.74o/o

4.26%
4.28o/o

5.O7o/o

5.17o/o

tçl$

3.91%
3.92o/o

4.360/o

4.5Oo/o

3.55%
5.54o/o

4.15o/o

4.26Yo

4.91o/o

4.A3Vo

3.78o/o

3.91o/o

4.560/o

4A3%
3.460/o

5.45o/o

4.05o/o

4.11Vo

4.89%
4.690/o

4.00o/o

4.02o/o

4.73o/o

5.05%
3.64%
5.67o/o

4.22o/o

4.34o/o

5.080/o

4.960/o

4.O6o/o

4.OOo/o

4.75o/o

5.03%
3.600/o

5.74o/o

4.11o/o

4.28%
5 00o/o

4.83o/o

4,Ø%

4.O4o/o

4.O3o/o

4.70o/o

4.87o/o

3.51o/o

5.48o/o

4.O60/o

4.23%
4.98o/o

4.81o/o

4,4r%

(.ss)
1.027500

Aol.
1.034145

Adj.
1.013475

4.35o/o

4.13o/o

4.8oo/o

5.20o/o

3.54o/o

5.54o/o

4.32%
4.52o/o

5.25Vo

4.87o/o

4.38o/o

4.09o/o

4.83o/o

5.310/o

3.52o/o

4.35%
4.610/o

4.37o/o

4.19o/o

4.49o/o

5.50%
3.63%
5.580/o

4.37o/o

4.48o/o

5.O1o/o

4.67o/o

4.18o/o

4.QZo/o

4.43o/o

5.59o/o

3.54o/o

5.39o/o

4.20%
4.37%
5.11o/o

4.45o/o

4.O5o/o

3.88%
4.24%
5.25Yo

3.39o/o

5.06%
3.98%
4.21o/o

4.97Vo

4.38o/o

3.90%
3.67%
4.10o/o

4.77o/o

3.26o/o

4.81o/o

3.77o/o

4.25%
4.64Yo

4.18o/o

tia%

D1/Po

4.620/o

D1lPo

4.650/o

D1/Po

4.630/o

4.630/o

5_50%

1O.13o/o

- _ 9o( + g ¡o 
+ 9o( + g )0 

+ Doft + g | + Doí + g )t - -
po

,. - 
po( + g ¡ä + poft + g f + Doft + g Ìú + po¡l + g )1ñ, -

po

r =l( t * Ps!1:sJ:ì - r'l - n
L\.Po)J
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Historical Growth Rates
Earnings Per Share, Dividends Per Share,

Book Value Per Share. and Cash FIow Per Share

Earnings per Share
Value Line

5 Year 10 YearElectric Group

Consolidated Edison, lnc.
Dominion Resources, lnc.
Duke Energy Corp.
FirstEnergy Corp.
Northeast Utilities
Pepco Holdings lnc.
PPL Corp.
Public Service Enterprises Grp
SCANA Corp.
Southern Company
TECO Energy, lnc.
UIL Holdings

Average

Dividends per Share Book Value per Share Cash Flow per Share

Value Line Value Line Value Line
5 Year '10 Year 5 Year 10 Year 5 Year 10 Year

12.50o/o

2.00%
3.00%
3.50%
4.50%

5.00%

4.00%
8.50%
1.50%
7.50%
4.00%
4.00%
4.00o/o
1.50%

4.50%
6.50%
7.00o/o

-2.00%
18.00%
4.50%

1.00%
7.00o/o

0.50%

4.50o/o
3.00%
6.00%
4.50%
3.00%

-5.00%
-2.00%

1.35%

1.00%
6.50%

1.00%
3.50%

4.00%
12 s0%

10.50%
2.50%
4.50%
3.00%

-4.50o/o

4.50%
3.50%

4.00%
1.50%
3.50%
0.50%
7.00%
8 50%
4.50%
6.00%
6.50%

-0.50%

4.00%
3.50%

3.00%
3.00%
0.50%

10.50%
7.00%
3.50%
3.50%

-2.00%

4.50%
3.00%
1.OO%

0.50%
2.OO%

-4.00%

8.50%
-1.00%
3.50%
2.OO%

1.50%

1.OO%

3.00%

0.59o/o

1.50o/o

-2.50%
4.50%
2.OO%

6.00%
4.00%
2.00%

-4.00%
-2.00o/o

4.25% 4.11% 3.46% 3.65% 1.95%

Source of lnformation: Value Line lnvestment Survey, February 22,2013



Analvsts' Five-Year Proiected Growth Rates

Earnings Per Share, Dividends Per Share,

Book Value Per Share. and Cash Flow Per Share

Earnings
Per Share

Exhibit PRM-1
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Schedule 10 [1 of 1]

Yahoo
First
Call Zacks

Dividends
Per Share

Value
Per Share

3.50%
3.50%
3.50%
3.50%
7.50%
1.50%
5.00%
4.50%
2.50%
4.50%

Percent
Retained to

Common Equity

3.50%
5.00%
3.00%
3.00%
4.00%
2.50%
4.50%
3.50%
4.00%
3.00%

3.60%

Value Line
o Cash

Flow
Per ShareElectric Group

Consolidated Edison, lnc.
Dominion Resources, lnc.

Duke Energy Corp.
FirstEnergy Corp.
Northeast Utilities
Pepco Holdings lnc.
SCANA Corp.
Southern Company
TECO Energy, lnc.
UIL Holdings

Average

Source of lnformation

2.03%
7.27%
4.17%
4.600/o

8.04%
3.63%
4.53%
4.84%
2.94%
8.O7o/o

3.30%
4.60%
4.20%
0.60%
7.60%
5.30%
4.30%
4.80o/o

3.40%
4.00%

3.50%
5.50%
4.50%
2.O0%
6.50%
6.00%
4.50%
4.50o/o

3.50%
4.O0o/o

1.50%
6.00%
2.O0%

N¡I

8.50%
1.00%
2.jjo/o
4.O0%
2.00%

N¡I

5.00%
5.50%
3.00%

N¡I

3.50%
3.50%
3.00%
4.50%
4.50o/o

3.00%

Morningstar

2.90%
8.30%
5.10%
5.60%
12.50%
4.10%
5.zjo/o
3.90%
4.90%
4.O0o/o

5.O1% 4.21o/o 5.65%

Yahoo First Call, May 3, 2013
Zacks, May 3, 2013
Reuters, May 3, 2013
Value Line lnvestment Survey, February 22,2013

4A5% 3.38% 3.95o/o 3.94%



Elgctr¡ccrccÉ
Financial Risk Adiustment

Pepco Holdìngs, scANA The Southem UIL Holdings

lnc. corporáion company TECO Energy, Corp.

(NYSE:Po[¡) (NYSE:SCG) (NYSE:SO) lnc.(NYSE:TE) (¡'rySE:UIL)

1231t12 1231112 12131112 1z3ll12 12,31J12
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Conso¡¡dated

Edison Inc-

(NYSE:ED)

Dominion

Resources, lnc
(I.IYSE:D)

FißtEnergy

CoDoratìon
(NYSE:NU)

Northeast

Utilities
(NYSE:NU)

Duke Energy

Corporat¡on

INYSÉ:DUK)

123111212t31t12

'12,935,000

0
14.976.983
27 911 9A3

0.60

ke
14.13o/o

10.130/o

1 0.1 3%
10.13To

12131t12

22,192,OOO
255.000

29.836.800
52.283 800

1231t12

19,460,000
0

36 924 718

o.75

1ZB1t12

7,963,500
155,600

9.237.050

Lz.3Þq150

o.70

4.064/o

4 060/"

Fìscal Year

Capitalization at Fair Values
Debt(D)
Prefered(P)
Equity(E)
-total

Caoital Structure Ratios
Debt(D)
Prefered(P)
Equity(É)
Tolâl

Common Stock
lssued
Treasury
Outstanding
Market Price

Capitalization at Carrvino Amounls
Debt(D)
Prefetred(P)
Equity(E)

Total

Caoilãl Structure Ratios
Debt(D)
Prefered(P)
Equity(Ð
Total

8,640,700
152,200

12.273.216
21.066.1 16

6,1 15,000
0

6.O24.4AO
12 139 4AO

23,480,000
1.082,000

37.159.080
61 721 080

3.439,400
0

3.630.216
7 069 616

1.900.000
340

1.813.615

46.34o/o

0.007o
53.650/0

.la!,.aqïc

42.45o/o
O.494/o

57.O7./o

199.9JIs

49.43o/o

0.10o/o

50.460

52.70o/o

0.00o/o

47.304/o

100.00o/o

41.02o/o

o.720/o

5A.26o/o
'100 000/ó

52.59o/o

0.00o/o

17 414/o

1A9.9qUc

5O.37o/o

0.007o
49.63%

æ9,.A9:4

38.04olo
1.750/o

60.2Oo/o

4A.654/a

0.00o/o

51.350/o

100.00%

51.160/o
O.01o/o

4A 430/o
'100 00%

292,A71.A96
23,210.700

269,661.1 96
$55.54

576,000.000
0.000

576,000.000
$51.80

704,000-000
0.000

704,000.000
s63.80

41A,216.437
0.000

418,216.437
$4r.76

230 ,O'ts.427
0.000

230,015.427
$19.61

132,000.000
0.000

132,000.000
M5.64

878,000.000
10,000.000

868,000.000
$42.81

2 16,600.000
0.000

216,600.000
$16.76

50,645.490
0.000

50,645.490

44,001,000
93,000

44.915.200
89 009 200

5,004,000
0

4.510.603
9 514.603

0_75

0.0098

14,716,710
158.254

17 .260.491

Averaoe

47.28o/o
O.31'/o

0.68

52.42./ø

l9Q.Agc

314.053.634
s39.08

10.768.000
0

1 1.869.000

2?.637.000

19,074,000
257,000

10.568.000

29 899.000

39,461.000
93,000

40.863.000

80 417 000

16,957,000
0

13.084 000

30 041 000

4.177,O00
0

4.446.000

8 623.000

5,121,000
0

4.1 54.000

I 275 000

21.530.000
1.082.000

18.297.000

40 909 000

2,972,700
0

2.291.4OO

5 264 500

1,610,550
340

1.1 16.553

2,12rJ31

47.57o/o
0.00o/o

52.434/o
'100.00%

63.79%o

0.867o

1õõiõq

49.O7Va

0.12o/o

50.81%
100 00%

56.45ô/a

0.007o
43.55%

I 00 000/0

45.84o/o

0-90ô/o

53.22o/o

lqA.A9Yc

44¡4%
0.007o

51.56%
100 00o/o

55.21o/o

0.00%
44.79o/o

100.000/0

52.63Vo
2.64o/o

56.47o/o

o.ooa/o

59.057o
A.Olo/o

40.94o/o

100.000/o

12,963,475
154,794

1 1.592.640

53.46o/o

0.454/o

46.O94/o

100.00%

Betas

Hamada

V¿lue Linê

BI
0.68
0.68
0.68
0.43

ku
7.AAV'
7.AAok
7.88ô/o

7.88þ/o

ke
10.78Vo
10.74./a
10.784/o

10.7Ao/.

=Bu

0.65 0-60

11+ I -r)
11+ (1-0.35)

t1 0-65
1 5921

otÊ
0.9019
0.9019

PlE
0.0059
0 0059

DIE
1.1598

0.65

l-t
0.65
0.65

'1 -t
0.65
0.65

0.85 070

43.53o/o

la!-49%
44.73vo

'100 000/o

D
53.46%
'1 1598
1 1598

Hamada

M&M

M&[¡

0.43
0.43
0.43
076

(1 -0
0.65

ku
7.aao/o

3.A2a/o

2.444/.
2.240/ø

ku
7.48o/o

7.9ao/o

7.AAV'
7.884/o

ku
7.48o/o

3.82o/o

2.44./o
2.884/o

D
47.28þ/þ

0.9019
0.90'19

ku
7.48'/o
2.204/o

2.200/o

O.01o/o

d)PtE
5.68'/.) 0.31o/o t 52.42o/o

) 0.00s9

) 0.00s9

)PtE
I o.45a/o t 46.094/o

) 0.0098

) 0.0098

PtÊIr+
I1+

((
((
((
(

((
((
((
(

52.42o/o

dE
5.68o/o46.09%

ku
7.88o/o

2.20o/o

2.200/.
0.02o/o
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Interest Rates for lnvestment Grade Public Utility Bonds
Yearly for 2008-20'12

and the Twelve Months Ended April 2013

Aa A
Rated

Baa
Rated

7.24o/o

7.06%
5.960/o

5.57%
4.86%

4.97%
4.91o/o

4.85%
4.88o/o

4.81o/o

4.54%
4A2%
4.56%
4.66%
4.74%
4.72%
4.49o/o

Average

6.65%
6.28%
5.55%
5.13o/o

4.27%

4.360/o

4.26%
4.12%
4.18%
4.17%
4.05%
3.95%
4.10%
4.24%
4.29%
4.29%
4.08%

Years Rated

2008
2009
2010
2011
2012

Five-Year
Average

Months

6.18%
5.75o/o

5.24%
4.78o/o

3.83%

3.92o/o

3.79Vo

3.58%
3.650/o

3.69%
3.68%
3.60%
3.75%
3.90%
3.95%
3.95o/o

3.74o/o

6.53o/o

6.04o/o

5.46%
5.04%
4.13%

5.16% 5.44% 6.14% 5.58%

May-12
Jun-1 2
Jul12

Aug-12
Sep-12
Oct-12
Nov-12
Dec-12
Jan-1 3
Feb-1 3
Mar-13
Apr-13

4.20%
4.08%
3.93%
4.00%
4.02%
3.91%
3.84%
4.00o/o

4.15o/o

4.18%
4.20o/o

4.00%

Twelve-Month
Average

Six-Month
Average

Three-Month
Average

3.77% 4.04o/o 4.71% 4.17o/o

3.82o/o 4.06% 4.60% 4.160/o

3.88% 4.13% 4.650/o 4.22%

Source: Mergent Bond Record
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A rated publ¡c utilitv Bonds over 2o-Year Treasur¡es

A-rated 20-Year Treasur¡es A-rated 20-Year Treasuries

Year Public Util¡tv Yield Spread Year Publìc Utilitv Y¡eld Spread
A-râted

Year Public Utility

Dec-98 ô.91%

20-Year Treasur¡es

Jan-99
Feb-99
Mar-99
ApÊ99
N4ay-99

Jun-99
Jul-99

Aug-99
Sep-99
Oct99
Nov-99
Dec-99

Jan-00
Feb-00
Mar-00
Apr-00
May-00
Jun-00
Jul-00

Aug-00
Sep-00
Oct-00
Nov-00
Dec-00

6.97%
7 .09o/o

7 .260/o

7 .22o/o

7 .470/o

7.74%
7.71%
7 .910k
7.93o/o

8.06%
7 .94o/o

8.14Vo

8.35%
8.25%
8.28%
8.29%
L70o/o
8.36%
L25o/o
8.13V.
8.23%
8.14%
L11o/o
7 .84o/o

7.80o/o

7.740/o

7,68%
7 .94o/o

7.99%
7.85%
7.78o/o

7.590k
7.75!o
7 .630/o

7 .83o/o

7,O7%
6.93%
6.79%
6.64%
6.36%
6.21o/o

6.57o/o

6.78o/o

6,50%
643%
6.37%
6.27o/o

5,450/0

5.66%
5.87o/o

5.82Yo
6.08%
6.36%
6.280/0

6.43%
6.50%
ô.66%
6.48o/o

6.69%

6.8ô7o
6.54%
6.38%
6,18o/o

6.55%
6,28%
6.24Y.
6.02%
6.09%
6.04%
5,98%
5.640/o

5.65o/o

5.62Yo
5.49o/o

5.78%
5.92o/o

5.82o/o

5.75%
5.58%
5.53%
5.34%
5.33%
5.76%

5.69%
5,61%
5,93o/o

5.85%
5,8't%
5,65%
5.51o/o

5.19o/o

4.87%
5.00%
5.04%
5.010/

5.02o/o

4.87%
4,82o/o

4,91o/o

4.52%
4.34o/o

4.92Y"
5.39%
5.21o/o

5.21%
5.17%
5.1't%

Spread

1 .55Yo

1.52Yo

1 .43o/o

1 .39o/o

1 .40o/o

1.397o
1.38%
1.43%
1.48%
1 .43o/o

1.40Yo

1 .460/o

145%

1.49%
1.71%
'l .90o/o

2.1 1o/o

2.15%
2,08%
2.05%
2.1 1o/o

2.14o/o

2.10%
2.13o/o

2.20%

2.15%
2.'t2%
2.19Yo
2.16"/"
2.O7o/o

2.03o/o

2.03%
2.O',t%
2.22%
2.29%
2.24Y"
2.O7o/o

1.97%
1.93%
1,83o/o

1.72%
1 .7 1o/o

1.77%
1 .80o/o

1 .98o/o

2.21"/"
2.23o/o

2.1Oo/o

2.060/o

2.05o/o

2.06%
1 .97o/o

1.73o/o

1.84%
1 .87o/o
't.65Vo

1 .39o/o
'l .35o/o

1 .22o/o

I .21o/o

1.16%

Jan-04
Feb-04
Mar-04
Apr-04
May-04
Jun-04
Jul04

Aug-04
Sep-04
Oct-04
Nov-04
DeÈ04

6.150/o

6.15%
5.97%
6.35%
6.62Yo
6.46%
6.27o/o

6.14o/o

5.98%
5,94o/o

5.57"/,
5.92o/o

5.78o/o

5.61%
5,83%
5.64%
5.53o/o

5.40Yo
5.510/o

5.507o
5.52%
5.79o/o

5.88%
5.80%

5.75"/,
5,82%
5.98%
6.29o/o

6.42Vo
6A0%
6,37%
6.20o/o

6.00%
5.98o/o

5.80%
5.81To

5.96%
5.90%
5.85%
5.97o/o

5.99%
6.30%
6.25o/o

6.24%
6,18o/o

6.11%
5.97Yo
6.16%

6.O20/o

6.210k
6.21%
6.29%
6.28o/o

6.38%
6.40%
6.37Vo
6.49Vo
7.56V"
7 .600/o

6,52o/o

5.01%
4.94%
4,72o/o

5j6%
5.460/o

5.45V.
5.24o/o

5.07%
4.89o/o

4,85%
4.89Vo
4.88Yo

4.77%
4.61o/o

4.89%
4.75Y"
4.560/0

4.35o/o

4.48o/o

4.53o/o

4.51Yo
4.74o/o

4.83V.
4.730/0

4,65o/o

4.73o/o

4.91o/o

5.22o/o

5,35%
5.290k
5.25%
5.08%
4.93%
4.94o/o

4.78o/o

4.78%

4.95%
4.93o/o

4.81o/o

4.95o/o

4.98%
5.29o/o

5.190/o

5.00%
4.84o/o

4.83%
4,56%
4.57%

4.35%
4.49Yo
4.36%
4A4%
4.60%
4,74"/"
4.62%
4.53%
4.32Yo
4.45Vo
4.27o/o

3.1 87o

1.14%
1 .21o/o

1.25%
1.190/;
L160/o
't .010/0

1 ,O3o/o

1.070/0

1 .09o/o

1.O9%
1.08%
1 .04o/o

1 .O1o/o

1.OOyo

o.94%
0.89%
0.97o/o
't.05Y"

1 .030/o

0.97Yo
1.01%
1.05%
1.O50k

1 ,O7o/o

1j0%
1 .097o
1.O7%
1 .07Yo

1,O7%
1 .1 1o/o

1.12%
1.12%
't.o7%
1.040/0

1.O20/o

1.O30/o

1.01%
0.97%
1 .040/0

1.02o/o

1.O10k

1 ,O'lo/o

1 ,060/o

1 ,24o/o

1,34%
1.ZBYo

1 .41Yo

1 .590/o

1.670/0

1.720k
1.85%
1,85%
1 .680k
1.64V"
1 .7 8o/o

1.84%
2.17%
3.1',|%
3,33%
3.34o/o

Jan-09
Feb-09
l\,4ar-09

ApÊ09
lvlay-09
Jun-09
Jul09

Aug-09
Sep-09
Ocl09
Nov-09
Dec-09

6,39%
6.30%
6.42o/o

6.48o/o

6.49%
6.20Vo

5.97Yo
5,7 1o/o

5.53%
5,55%
5.ô4%
5.790/0

5.77o/o

5.B7vo
5.84%
5.81%
5.50%
5.460/0

5.26%
5.Q',lV"

5.01%
5j0%
5.37o/o

5,56%

5.68%
5.56%
5.55%
5.32v"
5.26Vo

4.69o/o

4.48Vo
4.520/o

4.25%
4.33o/o

4.1SVo

418v"
4.20o/o

4.00o/o

3.460/,

3.83%
3.78Y"
3.84Yo
4.22o/o

4.510/o

4.38Yo
4.33o/o

4.1 4"/"
4.16Yo
4.24%
4.400/0

4.50%
4,480/0

4.49Y"
4.53o/o

4.11Yo
3.95o/o

3,80%
3.520k
3.47o/o

3.520/0

3.82o/o

4.17%

4.28Yo
4.42Vo

4.27V"
4.28%
4.O2%
3.91%
3.95Vo
3.24Vo
2.830/a

2.870k
2.72o/o

2.67vo

2.70o/o

2.75o/o

2.94To
2.82V"
2.53o/o

2.31%
2.22Vo
2.40%
2A9%
2,51%
2,39o/o

2,47o/o

2,93o/o

2.47%
2.64%
2.64%
2.27o/o

1.69%
L59lo
1 .38o/o

1.39%
'1.39%

1 .40Yo

1 .390/.

'l.27Y"
1 .39o/o

1.35%
1 .28o/o

1.39%
1 .51o/o

1.46%
1.49o/o

1.54%
1 .58o/o

1 .55Yo

1.39%

Y¡eld

5.36%

Jan-01
Feb-01
l\/âÊ01
Apr-o1
May-o1
Jun-01
Jul-01

Aug-01
Sep-01
Oct-0'1
Nov-01
Dec-o1

Jan-02
Feb-02
Mar-02
ApÊ02
May-02
Jun-02
Jul-02

Aug-02
Sep-02
Oct-02
Nov-02
Dec-02

Jan-06
Feb-06
Mar-06
Apr-06
May-06
Jun-06
Jul06

Aug-06
Sep-06
Oct-06
Nov-06
Dec-06

Jan-05
Feb-05
Mar-05
Apr-05
Nlay-05
Jun-05
Jul-05

Aug-05
Sep-05
Oct-05
Nov-05
Dec-05

Jan-1 0
Feb-1 0
l\¡aÊ10
Apr-10
May-10
Jun-1 0
Jul-1 0

Aug-'10
Sep-'10
Ocll 0
Nov-1 0
Dec-1 0

Jan-'1 1

Feb-1 I
Mar-11
Apr-'11
lvlay-1 1

Jun-1 1

Jul'1 1

Aug-1 1

Sep-1'1
Ocl-1 '1

Nov-1 1

Dec-1 1

Jaî-12
Feb-12
MaFl2
Apt-12
May-12
Jun-1 2

Jul12
Aug-1 2
Sep-1 2

Oct-12
Nov-1 2
Dec-12

1 .29Vo

1.26vo
1.290/0

1.27o/o

1.300/0

1 .35%o

1.32%
1Á5%
1.65%
1.65V"
1.53%
1.66%

Jan-07
Feb-07
Mar-07
4ptr07
May-07
Jun-07
Jul-07

Aug-07
Sep-07
Oct-07
Nov-07
Dec-07

Jân-08
Feb-08
Mar-08
ApÊ08
N¡ay-08
Jun-08
Jul-08

Aug-08
Sep-08
Ocl0B
Nov-08
Dec-08

2.680/0

2,78o/o

2.78o/o

2.550/0

1.64%
1 .610/o

1.54%
1.58%
1 .670/

77o/o

.60%
1.53%
1.400/0

1 .450/o

1.53Yo

1 .47Yo

1.40Vo

1 .42o/o

1 ,45o/o

Jan-03
Feb-03
Mar-03
Apr-03
lvlay-03
Jun-03
Jul-03

Aug-03
Sep-03
Oct-03
Nov-03
Dec-03

7 .660/o

7 .54o/o

7.76%
7 .57o/o

7.52%
7.42%
7.31o/o

7.17./.
7.08o/o

7.23Yo
7,14%
7.O7Yo

4,34o/o

4.36%
4.48o/o

4.40%
4.20o/o

4.08o/o

3.93%
4.O00k
4.O20/o

3.91%
3.84Yo
4.OOo/o

71%

Jan-1 3
Feb-1 3

Mar-13
Apr-13

Average:
1 2-months
6-months
3-months

1 .53o/o

1.45%
1 .42o/o



Common Eouitv Risk Premiums
Years 1 12

Exhibit PRM-1
Page 26 of 32

Schedule 13 [1 of 2]

Long-Term Govt.
Bonds Yields

Large
Common
Stocks

Long-
Term
Corp.
Bonds

Equity
Risk

Premium

Low lnterest Rates 11.72o/o 4.72o/o 7.00%

Average Across All lnterest Rates 11.82% 6'410/o 5.41%

High lnterest Rates 11.92% 8.15% 3.77o/o

Source of lnformation: 2013 Stocks, Bonds, Bills, and lnflation (SBBI) Classis Yearbook

3 03%

5.160/o

7.35%
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Bas¡c Series

Annual Total Returns (except yields)

Year

1940
1945
'1941
1949
1946
1950
1939
'1948

2012
1947
1942
1944
1943
2011
1938
1936
1951
1954
1937
1953
1935
1952
1934

2008

1927
1957
1930
1933
1924

1956
1926
r960
'1958

1962
1931
2010
1961
1963
1964

1965

2007
1966
2009
2005
2002
2004
2006
2003
1998
1 967
2000
2001
1971
1968
1972
'1997

1995
1970
1993
1996
1999
1969
1976
1973
't992
1991
't974
1986
1994
1977
1975
1989
1990
1978
1988
1987
1985
1979
1982
1984
1983
1980
1981

3.39%
4.OBYo

2.73Yo

3.31%
1.72o/o

2,120/o

3.97o/o

4.14V"
10.680/o

-2.340/0

2.600/o

4.731o
2.83o/o

17.95o/o

6.13%
6.740/o

-2.690k
5.39%
2.750/o

3.410/o

9.61%
3.520/o

13.A4o/o

O.4A1o

A.7Alo
10.420/o

7.44vo
4.710/
7.9A%

10.38%
2.840/o

3.27lo
-6.810/o

7.37o/o

LO7o/o

-2.220k
7.950k

-1.A5o/o

12.44o/o

4.82Vo

2.19Vo

4.77ø/o
-o.97ô/o
-O.46o/o

2.60o/o

O.2Ùo/o

3.O2o/o

5.87ô/o

16.330/0

8.720/o

3.241o
5.27ro

10.760h
-4.95!o
12.87Vo

10.65%
11.O'lYo

7.26Yo

12.95%
27.200/o

18.37o/o

13.190h
1.400k

-7.450/o

-8.09%
18.650/o

1.1 40/o

9.39%
19.89%
-3.06%
19.85%
-5.76Yo
1.71o/o

14.640/
16.23%

6.7AVo

-0.07o/o

10.700/o
-4.27o/o

30.09%
-4.18o/o

42.56Yo
1ô.86%

6.260/o

-2.760/o

-1.240k

-13.170/o

32.360/0
-14.32Vo
't5.480/o

-9.790h

29.59o/o

-4.38o/o

1.36%
5.32o/o

8.05%
17 .7 4lo
15.020/0

23.07o/o
-15.A4o/o

24.99Vo
27.18Vo
26.71o/o

47.23ø/o

-37.78o/o

-4.400/o

38.06o/o

M.A5o/o

-'15.280/o

31.08%
-45.78o/o

-19.010/o

30.05%
-19.49ro
-32.88ô/o

43.611o
40.77o/o

-'11.69To

13.37To
4.250h

-8.60%
45.580/0

-16.68%
-41.49Yo

2.620/o

22.07o/o

20.61Vo
11.71Eo

12.93o/o

12.91o/o

2.A91o
-1O.26o/o

23.44o/o

'0.960/o
-38.43%

2.16ro
12.55Yo

23.41To
17.82o/o

28.93!o
-21.97ro
-22.540/o

3.290/o

8.49o/o

11.73o/"

20.41o/"
10.380/o

-14.51%
-3.11Vo

21.56Vo
28.49o/o
-o.41vo

5.28vo
-1 5.830/0

-1.77vo

1 0.58o/o
-23.41Vo

-1lAoÂ
7.OAo/o

-4.470/o

22.59vo
15,460/0

-9.AAo/o

6.640/o

5.91olo

5.520/0

1.641o
22.790/o

-2't.01ø/o

- 10.59o/o

16.300/o

35.260/o
-3.68Vo

1.94o/o

1.990/0

2.O4ø/o

2.O90/o

2.12%
2.24o/o

2.260/0

2.371o
2.410/o

2.43To
2.460/o

2.460k
2.480k
2.48Vo

2.52o/o

2.55Yo
2.690/o

2.72Yo

2.740/o

2.760k
2.7gvo
2.93Vo

2.95%
3.03%
3.1Sqo

3.23Vo

3.300/o

3.360/o

3.40o/o

3.400k
3.45o/o

3.540/o

3.80%
3.820/o

3.95%
4.O7vo

4 140/

4.15o/o

4.17Vo

4.230k
4.470k
4 500/.

Large
Common
Stocks

-9.7BVo

36.44ro
-11.590/0

1A.7gVo
-8.07o/o

31.7 1o/o

-0.41o/o

5.50o/o

16.000/o

5.710/o

20.34o/o

19.750k
25.900/0

2.110/o

31.121o
33.92%
24.O2Vo

52.62To
-35.03%

-0.99%
47.670h
18.37o/o
-1.44Vo

31.56%
-37.OOo/o

-8.19%
37.490/o

-10.78o/o

-24.900/0

53.99%
43.61Yo
-8.42o/o

6.56o/o

11.62ro
O.47Io

43.36o/o
-8.73o/o

.43.340k

15.0670
26.89To
22.80%
16.44o/o

1 1.96%
12.4SYo

5.490/o
-1 0.06%
26.460k

4.91o/o

-22.1Oo/o

10.88%
15.79o/o

28.680/o

2A.58%
23.98%
-9.10%

-1 1,890/o

14,300k
11.06%
18.990/0

33.36%
37.5Ao/o

3.860/o
'10.080/o

22.96o/o

21.04o/o
-8.50%
23.93o/o

-14.69o/o

7.620/o

30.470k
-26.47%
14.67o/o

1.320k
-7.16Io
37.23To
31.69%
-3.10%
6.57Io

16.610/o

5.25%
31.73o/o

18.61%
2'l,55%

6.270k
22.560/o

32.5OYo
-4.92o/o

Long-
Term
Corp.
Bonds

Stocks

Corp.
Bonds

Long-
Term
Govt.
Bonds
Y¡elds

4.500k
4.55o/o

4.sAVo

4.61vo
4.A4lo
4.84o/o

4.91Vo

5.110/o

5.424/0

5.560/o

5.58%
5.7sVo

5.97vo
5.980/o

5.990/o

6.020/"

6.030/o

6.480/0

6.54Yo

6.73Vo

6.820h
6.87%
7.21o/o

7 26vo
7.26vo
7.30o/o

7.60o/o

7.89vo
7.990/"

8.030/o

8.05o/o

8.160/0

8.44!o
8.980/o

9.1Alo
9.20Vo

9.560/o
'lo.12vo

10.950/o

11.700/0

11.97Vo

11.990/o

13.3Avo
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Yields for Treasury Constant Maturities
Yearly lor 2008-2012

and the Twelve Months Ended April 2013

Years 1-Year 2-Year 3-Year 5-Year 7-Year 1O-Year 2O-Year 30-Year

2008
2009
2010
2011
2012

1.82o/o

o.47%
0.32o/o

o.18%
o.18%

2.00%
0.96%
0.70o/o

0A5%
0.28%

2.24o/o

1A3%
1.11%
0.75To
0.38%

2.8oo/o

2.19%
1.93%
1.52%
0.760/o

0.760/0

0.71o/o

0.62%
0.71%
O.67o/o

0.71%
0.67%
0.70%
0.81o/o

0.85%
0.82%
0.71%

3.17o/o

2.81Yo

2.620/o

2.16%
1.22o/o

1.21o/o

1.08%
0.98%
1.14o/o

1.12o/o

1.15o/o

1.08%
1.13%
1.30%
1.35%
1.32%
1.15%

3.67o/o

3.260/o

J.Z l-/o

2.79%
1.80To

4.36%
4.11o/o

4.03%
3.62%
2.54%

4.28To

4.08Yo

4.25To

3.91%
2.92o/o

3.89%
Five-Year
Average

Months

0.59% 0.88% 1.18o/o 1.84% 2.40% 2.95% 3.73%

May-12
Jun-12
Jull2

Aug-'12
Sep-'12
Oct-12
Nov-12
Dec-12
Jan-1 3
Feb-1 3
Mar-13
Apr-13

019%
0.190/0

019%
0.18Yo
0.18o/o

0.18o/o

o.18%
0.16%
0.15%
0.16%
o.15%
0.12%

0.290/o

0.29%o

0.25%
0.27o/o

0.260/0

0.28o/o

0.27Yo
0.26Yo
0.27%
0.27o/o

0.26%
O.23o/o

0.39%
0.39%
0.33%
0.37%
0.34%
0.37%
0.36%
0.35%
0 39%
0.40Yo
0.39%
0.34%

2.53o/o

2.310/0

2.22%
2.40%
2.49%
2.51%
2.39%
2.47%
2.680/0

2.79Yo
2.78%
2.55o/o

2.930/o

2.70To
2.59%
2.77o/o

2.88o/o

2.90%o

2.80To
2.88%o

3 08%
3.17%
3.16%
2.93%

2.90o/o

80%
62%
53%
680/0

72%
75%
65%
72%
91%
98o/o

VbTo

760/o

Twelve-Month
Average

Six-Month
Average

Three-Month
Average

0.17% 0.27% O.37% 0.73o/o 1.17% 1.760/o 2.51%

0.15o/o 0.26% 0.37% 0.76% 1.22o/o 1.83% 2.61%

Oj4% 0.25% 0.38% 0.79% 1.27% 1.90% 2.70o/o

3.00%

2 noo./^

Source: Federal Reserve statistical release H.15



Measures of the Risk-Free Rate & Corporate Bond Yields
The forecast of Treasury and Corporate yields

per the consensus of nearly 50 economists
reported in the Blue Chip Financial Forecasts dated May 1,2013

Treasury
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Corporate

Year Quarter
1-Year

B¡II

0.2%
0.2o/o

0.2%
0.2%
0.3%
0.4%

2-Year
Note

O.3o/o

0.3%
0.4o/o

0.4o/o

0.60/o

O.7o/o

5-Year
Note

1O-Year
Note

1.9o/o

2.0o/o

2.1o/o

2.3o/o

2.4o/o

2.5o/o

30-Year
Bond

Aaa
Bond

Baa
Bond

2013
2013
2013
2014
2014
2014

Second
Third
Fourth
First

Second
Third

8o/o

9%
0o/o

2o/o

3o/o

5o/o

0

0

1

1

1

1

3.O%

3.2%
3.3%
3.4%
3.5%
3.70Â

3.8o/o

3.9o/o

4.0o/o

41%
4.2o/o

4.3o/o

4.7%
4.8%
4.9%
5.0%
5.2%
5.3%

Measures of the Market Premium

Value Line Return

As of:
April 26, 20'13

Dividend
Yield

Median
Appreciation

Potential

Median
Total

Return
2.2% + 10.67% 12.87o/o

DCF Result for the S&P 500 Comoosite
D/P

1.99%

where:

( 1+.59 )

( 1.0467 )

k
1141%

1597.57
7.95

31.80
9.33%

Price (P) at
Dividend (D) for
Dividend (D)
Growth (g) by

Summary

s
9.33%

30-APr-13 =
1st Qtr. '13 =
annualized =
First Call =

+

+

Value Line
s&P 500

Average
Risk-free Rate of Return (Rf)

Forecast Market Premium

H istorical Market Premiu m__1$¡[_
1926-2012 Arith. mean 11.72o/o

12.87o/o

11.41o/o

12.14o/o

3.75o/o

(Rf)

3.03%

8.39%

8.69%

Average - Forecast/H istor¡cal 8.54%



Table 7-6: Si¿e-Decile Porrfolios of rhe NYSE/Al\¡txlNASDA0

long-Term Returns ¡n Excess of CAPN/

Aclu¿l CAPM Si¿o

Arilh. lìetu.n Hellrì Prem¡um

rnelic in Excess ¡[ Excess lneluirì iil

Mean of Siskless ol Bisklcss Excess 0t

Rerurn Rale" Êate' CAPMI

Decilo Eeta' l"/"1 l%) l"/"1 l/"1

Mi9-cgP,
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Serial Correlation in Small Company Stock Returns

The serial correlation, or first-order autocorrelation, of

returns on iarge capitalizat¡on stocks is near zero. ISee

Table 7-1.l lf stock returns are serially correlated. then one

can gaìn some information ab0ut future performance

based on past returns, For the smallest stocks, the serial

cOrrelation is near or above 0 1. This observation bears

further examination

Table 7.7: Size-Deole Porllolios of lhe NYSE/AMEX/NAS0A0

Serial Correlations ol Annual Returns iil Êxcess of 0ecile I Returns

3-5 1.12 13.73 8.61

rs lg ì0 07

7.50

823

I r0

1.12

185

3Br
-Lgw-;c_qp, 

p;8

lVicro-Cap,9-10 1.36 18.03 r2 9r

oata fom 1g2F-201?

'Belas are €st¡maled kom monthly retur¡s in excess 0f the l0 dåy U S Tre¿sury brl{

lolal return, January 1926.-oecembe¡ 2012.

"Hìslor¡cal ristless rate measured by lhe 87.year aritlìmalic mea¡ rncome retufì

componenl 0f 20.year government bonds 15.l? percenrl

rCalculated in the context 0f lhe CAPN¡ by multiplyìng the cquiry risk prem¡um by

beta. Ihe equity risk premium ts eslimaled by the ôrithrnetic meaíì tot¿l returì oÍ

the S&P 5O0 ll 1 82 perconll mrnus the ailthmetic mc¿n rnc0mc return coilrponent

of ?o'year government bonds {5.12 percenrl lrom l9?6. 201 2

Graph 7-2: Security Market Line Versus S¡ze-0ecile Portf0lios ol the

NYSVAi/EX/NASOAO

25

tro

033

077

934

9,?e
038

oata kom 1926.'2012. S0urce: lvlorninqslar and CßSP. Calculôted {or 0erivcdl
based or dðtð from CRSP IJS Stock 0alaUas0 and CRSP US lndices 0ar¿base

@2013 Ceñrer lor Bescarch in Secur¡ty Prices lCßSP@). Ih0 Universily 0l

Clì¡c¿oo B0olh School 0f Busiiless Uscd w¡lh permtssr00.

To remove the randomizing effect of the market as a whole,

the returns for decile 1 are geometrically subtracted from

the returns for deciles 2 through 10. The result illustrôtes

that these series ditferences exhibit greafer ser¡al correla-

tion than the decile series themselves. Table 7-7 above

presents the serial correlations of the excess returns for

deciles 2 through 10. These serial correlations suggest

some pred¡ctability of smaller company excess returns,

However, cautton ¡s necessary. The serial correlation of

small company excess returns for non-calendar years

(February through January, etc ) do not always confirm

the results shown here for calendar (January through

December) years. Ihe results for the non-calendar years

{not shown in this book) suggest thar predicting small

company excess returns may n01 be easy.

Decrle

Serial Curslalt0ns 0f Annual Retu¡ns

in [xcess ol Decile I Reluro

0.22

0.21

025

025

6

7

I
I
10

20

l'e
l5

s&P

r0

5 ß¡sktess frate
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Exhibit PRM-1
Page 31 of 32

Schedule 15 [1 of 2]

Companv

Comparable Earninqs Approach
Using Non-Utility Companies with

Timeliness of 3 & 4; Safety Rank of 1, 2 & 3; Financial Strength of B, B+, B++ g 4'
Price Stabilitv of 90 to 100: Betas of .55 to .851 and Technical Rank of 3, 4 & 5

Timeliness Safety Financial Price
lndustry Rank Rank Strength Stability Beta

Tech nical
Ra nk

AutoZone lnc.
Bemis Co.
Capitol Fed. Fin'l
CareFusion Corp.
Cullen/Frost Bankers
Dun & Bradstreet
Forest Labs.
Haemonetics Corp.
Hanover lnsurance
Hormel Foods
Kellogg
Kroger Co.
Laboratory Corp.
Marsh & McLennan
Mercury General
Molson Coors Brewing
Northwest Bancshares
Owens & Minor
Paychex lnc.
People's United Fin'l
Philip Morris lnt'l
Quest Diagnostics
RLI Corp.
Safeway lnc.
SAIC lnc.
Schein (Henry)
Silgan Holdings
Synopsys lnc.
United Parcel Serv.
Waste Management
Weis Markets

RETAUTO
PACKAGE
THRIFT
MEDICINV
BANK
INFOSER
DRUG
MEDICNON
INSPRPTY
FOODPROC
FOODPROC
GROCERY
MEDSERV
FINSERV
INSPRPTY
BEVERAGE
THRIFT
MEDICNON
ITSERV
THRIFT
TOBACCO
MEDSERV
INSPRPTY
GROCERY
INDUSRV
MEDICNON
PACKAGE
SOFTWARE
AIRTRANS
ENVIRONM
GROCERY

e

3
3
J
3
3

J
3

3

3

J

3
e

4
3

J

3
J

3
J
2

3
J
3
3
3
3
J
J

J

2

3

3

1

J

J

2

2

1

I
2
1

2

2
2
J

2
1

a

2

2

2

J

2
J
J
1

1

2

B

A
B+
B++
A
B

A
B++
B++
A
A
B++
A
B

B++
B++
B+
A
A
B+
B++
B++
B++
B+
B++
B+
B+
A
A
A

B++

90
90
95
on

90
95
90
95
ôn

100
100
95
100
95
95
90
90
90
ÕÃ

95
oÃ

95
90
90
100
95
oÃ

95
95
95
95

0.70
0.85
0.65
0.75
0.85
0.75
0.80
0.65
0.80
0.65
0.55
0.60
0.65
0.75
0.70
0.65
0.75
0.70
0.85
0.70
0.75
0.75
0.80
0.70
0.65
0.80
0.75
0.80
0.85
0.80
0.65

J

J

J
1

4

3

3

J

3
a

J

J

J

J

J

J

J

J

?

4
J
e

J

314
942J 0.73 JAverage

Electric Group Average

Source of lnformation: Value Line lnvestment Survey for Windows, April 2013

B++ 97 0.68 42J



Exhibit PRM-1
Page 32 of 32

Schedule 1512 of 2l

Company 2008

Comparable Earninqs Approach
Five -YearAverage Historical Earned Returns

for Years 2008-201 2 and
Projected 3-5 Year Returns

2009 2010 2011 2012 Average

AutoZone lnc.
Bemis Co.
Capitol Fed. Fin'l
CareFusion Corp,
Cullen/Frost Bankers
Dun & Bradstreet
Forest Labs.
Haemonetics Corp.
Hanover lnsurance
Hormel Foods
Kellogg
Kroger Co.
Laboratory Corp.
Marsh & Mclennan
Mercury General
Molson Coors Brewing
Northwest Bancshares
Owens & Minor
Paychex lnc.
People's United Fin'l
Philip Morris lnt'l
Quest Diagnostics
RLI Corp.
Safeway lnc.
SAIC lnc.
Schein (Henry)
Silgan Holdings
Synopsys lnc.
United Parcel Serv.
Waste Management
Weis Markets

NMF
12.3o/o

5.8%

11.8o/o

25.6%
11.9o/o

9.7o/o

14.2o/o

79.3%
24.1o/o

30.4o/o

NMF
7.7o/o

8.6%
7.8o/o

14.7o/o

48.1%
2.7o/o

91 .9o/o

17.8%
15.3%
14.2%
21.4%
14.00/o

25.1%
13.1%
52.8%o

18¿%
7.1o/o

8.2o/o

7.0o/o

5.8o/o

9.5%

21 .8o/o

12.50/o

8.0%
16.1%
53.3%
23.2o/o

25.3o/o

9.2o/o

10.0%
1Q.0o/o

2.5o/o

14.3o/o

39.8%
2.0o/o

111.0%
18.3%
12.2%
14,6%
21.8%
13.3%
23.2%
10.8%
30/%
15.7%
9.1%

10.5o/o

7.1%
6.7o/o

10.1o/o

23.3%
12.2o/o

6.2o/o

17.0%
57.8%
21 .1o/o

23.7o/o

8.6%
6.4%
8.6%
4.4%

14.4%
34.0%

1.6%
207.0%

17.9%
13.9%
11.8%
22.8%
13.9%
26.1%
9.1%

44.7%
16.2%
9A%

NMF
11.6o/o

3.3o/o

7.3o/o

9.5o/o

18.0%
10.7%

1.3%
17.8To

69.9%
30.0%
25.8o/o

16.2o/o

8.2%
8.8%
5.60/o

13.4o/o

34.4%
3.8%
NMF

19.7o/o

14.7o/o

16.7o/o

21 .8o/o

15j%
29.4%
10.2o/o

59.60/o

16.6%
10.1o/o

NMF
10.60/o

4.1o/o

6.9Yo

9.8o/o

0.5%
11.0o/o

1.9o/o

17.7%
53.6%
33.8%
24.4o/o

17.8o/o

4.0o/o

5.5%
5.6%

11 .1o/o

34.2o/o

4.9o/o

NMF
17.0%
10.8o/o

18.3o/o

18.5o/o

14.8%
20j%
9.8%

57.0%
15.2%
10.4o/o

10.6o/o

5.5o/o

6.7%
10.1o/o

17.8o/o

11.7%
5.4%

16.6%
62.8o/o

26.4o/o

25.9o/o

13.0o/o
1 ao/

8.3o/o

5.2o/o

13.60/o

38.1Yo
3.0%

136.6%
1B.1o/o

13.4%
15j%
21.3%
14.2o/o

24.8o/o

10.6%
48.9%
16.4%

9.20/o

Projected
2016-18

NMF
15.5o/o

4.5o/o

8.5%
9.5o/o

NMF
7.5o/o

12.0o/o

9.5%
16.5%
32.5o/o

20.0%
20.0%
10.0o/o

9.0o/o

7.5o/o

15.5o/o

38.5%
8.0%
NMF

14.5o/o

8.5o/o

24.0o/o

14.5o/o

12.0o/o

18.5o/o

9.0%
30.0%
20.0%
9.0%

Average
Median
Average (excluding values <8% and >20Vo)

21 .3o/o 15.30k

13.3o/o13.60/0

12.4o/o 11 .9o/o
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I a. Please state your full name and business address.

A. James H. Milligan, 411 Seventh Avenue MD 7-3, Pittsburgh PA 15219.

a. On whose behalf are you testifying?

A. Duquesne Light Company ("Duquesne Light" or "Company")

2

J

4

5

6

7

I

9

a.

A.

a

A

10

l2

11

13

I4

lsa
T6 A.

t7

18

T9

\ilhat is your position at Duquesne Light?

I am the Manager of Treasury Operations.

What are your current responsibilities?

I oversee cash management, interest rate risk management, debt covenant compliance,

colpoïate insurance, capital markets transactions, pension administration, wholesale

counterpafty credit risk and bank and rating agency relationship management"

Please describe your professional experience and educational background.

I received a B.S. in Marketing and Economics from Indiana University of Pennsylvania

and an M.B.A. from the University of Pittsburgh. I have been employed at Duquesne

Light since 2007 and in my cunent role since 2011. Prior to joining Duquesne Light, I

served in various finance positions at Strategic Energy LLC and FirstEnergy Corp.

2l a. Have you previously testifïed before the Commission or other regulatory agencies?

20

22 A. No.

23



a

A

a. What is the purpose of your testimony?

A. I will explain the Company's current and future capital structure, cost of long-term debt,

current credit ratings and the importance of maintaining Duquesne Light's ratings. In

addition, I will discuss the Company's decision to implement a Liability Driven

Investment ("LDI") strategy for the Company's pension assets'

Are you sponsoring any data fiting requirements as part of your testimony?

Yes, I am sponsoring Duquesne Light's capitalization and cost of capital schedules.

Please see Exhibit JHM-I to see a list of data filing requirements that I am sponsoring.

a. Please review Duquesne Light's current and future capital structure.

A. The capital structure as of March 31, 2013 was approximately 38.1% debt, 5.5%o

prefened stock and 56.4% equity. The Company plans to issue incremental long-term

debt in the FTY and FPFTY to fund a porlion of the planned capital expenditures,

pension contributions and other general corporate pu{poses. As a result of the

incremental debt, the Company will decrease its equity as a percentage of total

capitalization to 5 1.9%by the end of the FPFTY.

What is the cost of long-term debt for Duquesne Light?

The total adjusted long-term cost of debt at March 31,2013 for Duquesne Light is 5.50%'

Given current market rates and planned issuances of debt during the FTY and FPFTY,

the total adjusted long-term cost of debt is expected to decrease to approximately 5.18o/o

by the end of the FPFTY.

a

A

2



a. Please describe Duquesne Light's credit ratings.

A. Duquesne Light's current issuer or corporate credit rating is Baal and BBB- as rated by

Moody's and Standard & Poor's, respectively. Moody's upgraded Duquesne Light's

rating on March 5,2013 from Baa2 to Baai. In its Credit Opinion released on March 7,

2073, Moody's noted that Duquesne Light's Baal rating reflects the Company's strong

credit metrics and stable, regulated business model. On June 13, 2013, Standard &

Poor's affirmed the BBB- issuer credit rating and revised the outlook from stable to

positive noting the Company's excellent business risk prof,rle and improved credit

metrics. Please see Attachment DFR III-F-4o - Rating Agency Reports for a table

illustrating Duquesne Light's credit ratings relative to the entire ratings table of Moody's

and Standard &, Poor's. Despite the recent ratings upgrades and outlook revisions,

Duquesne Light's cuffent issuer credit ratings from Moody's and Standard & Poor's are

at the lower end of the investment grade spectrum. Baal is three notches above non-

investment grade and BBB- is the lowest investment rating. As indicated in Attachment

DFR III-F-4c - Rating Agency Reports, ratings below Baa3 for Moody's and BBB- for

Standard & Poor's are considered "non-investment" grade and certain investors are not

permitted or are limited in the amount they may invest in bonds with non-investment

grade ratings.

a. \ilhy is it important for the Company to maintain its creditworthiness?

A. Duquesne Light's creditworthiness is used to determine whether and at what cost capital

should be lent to the Company. The Company's credit ratings are an accepted indication

â
J
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5

6

7

8

9

of creditworthiness used by the capital markets. A low credit rating reduces the

availability of capital and makes capital more expensive. As noted previously, a

company with a non-investment grade rating may have a smaller universe of buyers for

its bonds, which increases the execution risk of issuing debt and increases the interest

rate. Duquesne Light has ongoing needs to access the capital markets to refinance

upcoming debt maturities, fund growth capital expenditures, and to meet its significant

pension obligations required under the Pension Protection Act. The Company must be

able to attractthis needed capital at reasonable terms in order to fund these requirements.

Do you believe that Duquesne Light's current credit ratings provide the Company

with the financial flexibilify it requires to meet customer needs at reasonable rates?

Yes, Duquesne's current investment grade ratings are minimally adequate to allow the

Company to efficiently access the capital markets and do so at reasonable cost. However,

the Company must be able to continue to show cash flows sufhcient to recovet costs and

earn a reasonable return in the future to maintain these ratings. Any downward pressure

on the ratings could result in a downgrade to the issuer rating to non-investment grade by

one or both of the agencies, which, in turn, could result in higher financing costs and

greater execution risk when accessing the capital markets. A one notch downgrade in

credit ratings by both agencies could cost the Company an interest rate increase of

approximately 25 basis points under the terms of its current Credit Agreement and 50 to

100 basis points on new debt issued, depending on the tenor and other relevant factors.

Maintaining current credit ratings ensures lower borrowing costs for Duquesne Light.

Lower borrowing costs for Duquesne Light benefits ratepayers in the form of lower rates.

10 a
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13

I4

lsa
t6 A.

Are the results of this rate proceeding important to the Company's abilify to

maintain its current credit ratings?

Yes, the ability to recover costs and earn a reasonable return is an imporlant criteria used

by the rating agencies in determining the Company's creditworthiness. In addition, the

rating agencies assess the supportiveness of the regulatory framework in which the

Company is operating, the Company's market position, and its overall financial strength.

Using these criteria, Duquesne Light's small size and lack of geographic and market

diversification require it to have stronger financial metrics and lower overall business risk

in order to atfain a similar rating as a larger, more geographically diverse utility.

Stronger financial metrics would include having a capital structure with higher equity

capitalization and stronger cash flows compared to interest and debt levels. In general,

the rating agencies view Pennsylvania as a supportive regulatory jurisdiction.

Has the Company executed any debt issuances over the last three years?

Yes, in January 2011 Duquesne Light remarketed $65.7 million of 4.75o/o tax-exempt

pollution control revenue refunding bonds ("PCRRB") to fund capital expenditures and

other general corporate purposes. In February 2072, Duquesne Light issued $200 million

of 4.76Yo f,rrst mortgage bonds ("FMB") through a private placement. The proceeds were

used to refinance a6.70/o $200 million DLC FMB due on April 75,2012.
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\ilhat are the Company's fÏnancing needs during the next several years?

Duquesne Light's financing needs from the fourth quarter of 2013 through the end of the

fully projected future test year, April 30, 2015, total approximately $325 million.

Duquesne Light must refinance $50 million of PCRRBs in December 2013 and a $100

million of FMBs in February 2014. In addition, Duquesne Light has additional funding

requirements of approximately $175 million related to capital expenditures, pension

contribution requirements and other general corporate purposes that must be funded

externally.

To satisfy these funding needs, Duquesne Light plans to issue $275,000,000 of secured

debt in late 2013 and early 2014 through a deferred draw private placement. Draws of

$150,000,000 and $125,000,000 are currently expected to occur in the November 2013

and January 2014, respectively. During the 4th quarter of 2014, Duquesne Light plans to

utilize an intercompany loan facility under an afhliated interest agreement that is

curently pending approval before the Pennsylvania Public Utility Commission (Docket

#G-2010-2162823) to borrow the remaining $50,000,000 of needed capital.

What capital structure ratios do you recommend be adopted for rate of return

purposes in this proceeding?

The Company recommends a capital structure ratio of 43.I% debt, 5o/o preferred stock

and 5 l.9o/o equity. The equity capitalization is lower than the actual equity capifalization

of 56.40/o as of March 31,2013. The equity capitalization will be decreased and the debt

ratio will increase in conjunction with the aforementioned financing plans which will

10
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2
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increase total debt outstanding for Duquesne Light by $175 million. The recommended

capital structure is consistent with Duquesne Light's capital structure in the FPFTY and,

as described by Mr. Paul Moul, is within a reasonable range compared to Duquesne

Light's peers. This capital structure is also supporlive of maintaining Company's

investment grade credit ratings.

Has Duquesne Light faced any challenges related to pension funding requirements

as a result of market volatility and the economy in general over that past several

years?

Yes, Duquesne Light's pension plan was more than fully funded at year-end 2007, but

by year-end 2008 the funded status had deteriorated due to the sharp decline in the equity

markets during that time period. The deterioration in the funded status resulted in higher

required contributions to be made to the plan, as prescribed by The Pension Protection

Act of 2006 ("PPA").

Has the Company taken any steps to manage the funding risks presented by the

pension plan?

Yes, the Company closed entry into its defined benefit plan for new management hires in

2007 and new union hires in 2010. The tangible benefits of closing the plan will take a

number of years to realize because the majority of participants in the pension plan that

were active when the plan was closed remain active and continue to accrue benefits. The

risks associated with the pension liability related to active membership will only decrease

as these members retire or are no longer employed by Duquesne Light.
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Are there any additional strategies for managing the volatility of the pension's

funded status and, thereby, manage the volatility of the pension funding

requirements, that the Company is pursuing?

Yes, the Company is implementing a Liability Driven Investing ("LDI") strategy to

mitigate the volatility associated with pension plan funding. LDI is an investment

strategy that focuses on managing pension assets in relation to pension liabilities. This

investment strategy is not new, as insurance companies have been using it for years under

the name of Asset Liability Management. The strategy is increasingly being adopted by

pension plan sponsors with a significant motivation to manage volatility of the pension

funded status. Reduced volatility in pension plan funded status and pension plan funding

can provide greater predictability to the Company's cash management and capital

planning and ultimately provide for more stable rates for customers.

How does LDI mitigate funded status and funding requirement risks of the pension

plan?

LDI is a risk and volatility mitigation strategy, but it does not eliminate risk and

volatility. The overall goal of LDI is to minimize the volatility of Plan funded status, and

thus contribution volatility, by investing in long duration fixed income strategies that

attempt to better match the duration of the Plan's liabilities. To see how the volatility of

the funding status is reduced by LDI, consider the following example. Assume interest

rates decline. The discount rate used to calculate the present value of the pension plan

liabilities declines, which results in the present value of the pension plan liabilities

8



I increasing due to the discounting of future benefit payments at lower rates.

Simultaneously, as interest rates decline the market value of the pension plan fixed

income assets increases due to the discounting of future coupon payments at lower rates.

With perfect correlation, which is unattainable, the changes in the pension plan liability

would move dollar for dollar with a change in the pension plan assets and vice versa.

a. How does LDI differ from how Duquesne Light has historically managed its pension

plan assets?

A. Historically, the Company has sought to maximize the return on its pension assets while

managing the volatility of those returns through diversification of investments. The

Company has not sought to minimize funding status volatility by aligning the volatility

due to interest rates ofassets and liabilities.

a. Are there any negative aspects of an LDI strategy?

A. An underfunded plan that switches to an LDI strategy could have higher funding

contributions to return the plan to a fully funded status due to the plan's investments

earning less. To offset this need for higher contributions, Duquesne Light plans to

transition from the former return seeking strategy to an LDI strategy as funded status of

the pension improves. This implementation plan balances the near-term need for assets

with higher expected returns with a longer-term recognition that lower funded status

volatility strategies are more suitable for a pension plan. As funded status improves, the

plan will increasingly be invested in LDI mandate investments which will help to

preserve the improved funded status. Another negative aspect of LDI is that even after
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LDI has been fully implemented by the Company, the pension plan will still not be

perfectly hedged from movement in its liabilities, as interest-rate movements do not

compose all variables that impact liabilities. In addition, it is never possible to perfectly

match the liability discount rate with returns from fixed income of the same duration, so

all of the risks associated with funding status will never be totally eliminated.

Is LDI a common investment strategy for pension plans?

Yes, and it is increasing in popularity, especially with companies that are seeking to

manage funded status volatility in order to avoid a recurrence of the large pension

funding status deteriorations that occurred over the last several years.

12 a. Does that conclude your testimony?

i3 A. Yes, it does.

a.

A.

10

11

10
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Exhibit JHM-1

Page I of2

PRIMARY STATEMENTS OF RATE BASE AND OPERATING INCOME

Rate Base Schedules

Cash working capital

Bank balances

RATE OF RETURN

Claimed Rate of Return

Embedded Cost of Longterm Debt

Historic Test Year & 2 years prior capitalization

Embedded Cost of Long-term Debt

Detailed Schedule of claimed Longterm Debt

True/Economic cost if claimed

Bank notes

Short term debt

Long-term Debt reacquisition

1



Exhibit JHM-I

Page2 of2
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53.53-ilt-C-1

53.53-1il-D

53.53-lll-D-1

53.53-lll-D-2

53.53-ilt-D-3

53.53-lll-D-4

53.53-il1-E

53.53-lll-E-'1

53.53-lll-E-2

53.53-il t-E-3

53.53-lll-F

53.53-il t-F-3

53.53-1il-F-4

Embedded Cost of Preferred Stock

Detailed Schedule of Preferred Stock

Gost of Gommon Equity

Support of ROE

Stock dividends/splits

lssuances of common stock

Utility & Parent stock offerings

Parent-Subsidiary RelationshiP

Capital costs of parent if claimed

Historic Test Year & 2 years prior capitalization of parent

Balance Sheet and lncome Statement of parent

General Financial Data

Coverage requirements

Comparative financial data - 4 Yrs
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Direct Testimony of Howard S. Gorman
Page I

SECTION I. INTRODUCTION ND PIIRPOSE, OF' TESTIMONY

2 Q, Please state your name and occupation.

3 A. My name is Howard Gorman. I am the President of HSG Group, Inc., a

4 consulting firm that I started in 2010.

5 Q. Please summarize your educational background and professional experience.

6 A. My educational background, professional experience and summary of testimony

7 are outlined in Attachment A.

s Q. On whose behalf are you testifying in this proceeding?

9 A. I am testifying on behalf of Duquesne Light Company ("Duquesne Light" or

10 "Company") in this proceeding before the Pennsylvania Public Utility

11 Commission ("Commission").

t2 a. What is the scope of your testimony in this proceeding?

13 A. My testimony describes the jurisdictional separation studies (each a "JSS") and

t4 the unbundled, allocated cost of service study ("ACOS") I have prepared for

15 Duquesne Light to comply with the Commission's Data Filing Requirements

t6 ("DFR"), specifically DFR IV-E-1.

t7 The purpose of the JSS is to separate Duquesne Light's total annual revenue

18 requirement, affer first eliminating revenues and costs attributed to providing

tg supply service, between the portion subject to the jurisdiction of the Federal

20 Energy Regulatory Commission ("FERC"), i.e., the transmission revenue

21 requirement, on the one hand, and the portion subject to the jurisdiction of the

22 Commission, i.e., the distribution revenue requirement, on the other hand.

I 0980328v I



2

J

4

5

6

7

Direct Testimony of Howard S. Gorman
Page2

The purpose of the ACOS is to assign, on a cost-causation basis, Duquesne

Light's distribution revenue requirement among the rate classes in its Tariff.

The studies were prepared for the following periods:

o Year ended March 31,2013, the Historic Test Year ("HTY")- JSS,

o and

o Year ended April 30, 2015, the Fully Projected Future Test Year

("FPFTY")- JSS and ACOS

The FPFTY is the year being used by the Company in this proceeding for

determining the revenue requirement. In the FPFTY ACOS, the revenue

requirement resulting from the ACOS for each rate class was compared to the

revenue produced by the present Tariff rates, and this information was used for

guidance by Duquesne Light in designing the rates it is proposing in this

proceeding.

The HTY JSS was not used in determining the distribution portion of the total

revenue requirement.

In my testimony, "jurisdiction" means jurisdiction, or regulation, only as to rates.

How is your testimony organizecl?

My testimony is organized as follows:

Section (this section)- Introduction and pu{pose of testimony

Section II- Overview of JSS and ACOS

Iil- Identification and discussion of exhibits included with my testimony

Section IV- Presentation of FPFTY JSS and HTY JSS

Section V- Presentation of FPFTY Class ACOS Study

I

9

10

ll

12

13

t4

l5

t6

t7

l8

t9

20

21

22

23

a.
A.

2
I 0980328v I



2

Direct Testimony of Howard S. Gorman
Page 3

Section VI- Development of Allocators for FPFTY ACOS

SECTION II- OVERVIE\ry OF JURI CTIONAL SEPARATION STUDIES

J AND CLASS COST OF SERVICE STUDIES

a. Please describe what a JSS is and how it is prepared.

A. The Company's filing is based on its investments and costs incured to provide

distribution delivery service to its Pennsylvania jurisdictional customers.

Company witness Mr. O'Brien has determined the Company's total revenue

requirement for the FPFTY (Duquesne Light Exhibit No. 2). The purpose of the

JSS is to separate the total revenue requirement, after first eliminating revenues

and costs to provide supply service, between the portion subject to the jurisdiction

of the FERC, i.e., transmission revenue requirement, and the portion subject to the

jurisdiction of the Commission, i.e., the distribution revenue requirement.

In addition, a portion of the total revenue requirement is assigned or allocated to

the Borough of Pitcairn, which I discuss below.

In performing the JSS, each component of the total annual revenue requirement,

including plant and other rate base items, operating expenses, depreciation and

taxes, is analyzed, in order to directly assign or to allocate that item between

transmission and distribution. The distribution revenue requirement amount

determined in the JSS, is then allocated among the rate classes in the ACOS.

Please discuss how distribution service provided to the Borough of Pitcairn is

reflected in the JSS.

The Borough of Pitcairn was historically a "sales fot resale" customer of the

Company and subject to the jurisdiction of the FERC. Subsequent to electric

restructuring in Pennsylvania, Pitcairn now purchases its energy requirements
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from a wholesale provider, receives transmission service under the PJM Open

Access Transmission Tariff and uses delivery service provided by the Company at

23 kY. The Company's distribution Tariff does not provide for this service (to a

wholesale customer), therefore the costs associated with providing the service are

removed in determining the distribution revenue requirement. To accomplish

this, Pitcaim is represented as a separate column in the JSS.

Please describe what a ACOS is and how it is prepared.

The Cornpany's filing is based on its investments and costs incurred to provide

distribution delivery service to its Pennsylvania jurisdictional customers. The

purpose of the ACOS is to directly assign or allocate among the rate classes each

component of the distribution revenue requirement, including plant and other rate

base items, operating expenses, depreciation and taxes, in order to determine the

cost of providing service to each rate class. Each component of the total revenue

requirement must be analyzed and assigned or allocated among the rate classes, so

that the utility can establish rates that, based on assumptions such as sales

volumes and the number of customers, provide it with a fai-l. opportunity to

recover its costs and to earn an appropriate return.

A three-step process is traditionally used to analyze each component of the

revenue requirement. The first step is Functionalizafion of each component; for

Duquesne Light these functions are Primary Distribution, Secondary Distribution

and Billing.

The second step is Classifìcation of each functionalized component as Demand,

Energy or Customer.
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The final step, Class allocation, is the allocation of each functionalized, classified

component among the rate classes.

The results of the ACOS, that is, the distribution revenue requirement determined

for each rate class, are compared to the revenue produced by the present Tariff

rates; this information was used by Duquesne Light for guidance in designing the

rates it is proposing in this proceeding.

Please explain what is meant by "direct assignment."

The term "direct assignment" means identifying plant investments or costs

incurred exclusively to serve a specific customer or group of customers. Direct

assignments best reflect the cost causation of serving parlicular customers or rate

classes. Therefore, direct assignments should be used whenever possible.

Please defTne External allocators and Internal allocators.

Two types of allocators are used in performing a JSS or ACOS: external

allocators and internal allocators . External allocators are based on special studies

derived from the utility's accounting, operating and other records. For example,

the allocator "NCP-Primary" measures each class' peak, not necessarily

coincident with the system peak, and is used to allocate certain demand costs.

Other examples of external allocators are the number of customers in each rate

class, meter costs for each rate class and historical bad debt experience for each

rate class.

Internal allocators are based on some combination of external allocators,

previously directly assigned costs and other internal allocators. For example, the

allocators for property insurance costs are based on plant investments; it is

necessary to allocate plant investments before property insurance costs can be

5

2

J

4

5

6

9

7

8

a.
A.

l0

il

t2 a.

t3 A.

14

15

16

17

18

19

20

2l

22

23

24

I 0980328v1



2

Direct Testimony of Howard S. Gorman
Page 6

allocated. Both external and internal allocators are used in each of the

functi onali zafion, clas sif,r cation and al 1o cation step s

How did you determine the FPFTY total revenue requirement?

The FPFTY total revenue requirement was determined by Duquesne Light

witness O'Brien to be $756.8 million. The exhibits that I am sponsoring show, by

FERC account, the composition of the total revenue requirement for the JSS, and

the composition of the distribution revenue requirement for the ACOS.

How did you determine the revenue at present rates in the FTY and the
FPFTY?

The supply, transmission and distribution revenue at present rates for the FTY and

the FPFTY was computed by Duquesne Light witness Mr. Pfrommer, as shown

on Attachment DFR IV-A Fully Projected Future (puge 2, columns E, F and G).

This information was used in the JSS and the ACOS; the distribution revenue at

present rates was also used in the ACOS.

What rate classes are represented in the ACOS?

The ACOS includes the following rate classes:

Residential (RS)
Residential Heating (RH)
Residential Add-on Heat (RA)
General Service (GS No demand)
General Medium<25 (GM<25)
General Medium>25 (GM>25)
General Medium }{eating<Zs (GMH<25)
General Medium Heating>25 (GMH>25)
General Large (GL)
General Large Heating (GLH)
Large (L)
High-Voltage Power Service (HVPS)
Street Lighting Energy (SLE)
Street Lighting (SLM)
Unmetered Service (UMS)
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Are these the rate classes that are currently in the Tariff?

Yes, with the following explanations and exceptions:

1. The current Tariff class GSGM includes a separate set of rates for each of

the following customer load profiles: a) GS No Demand; b) GM Demand

under 25 kW (GM<25) and c) GM Demand25 kV/ and greater (GM>25).

Because there is a different set of rates for each customer load profile, they

are represented separately in the ACOS.

2. The cunent Tariff class GMH was split into two groups in the ACOS,

because they are represented as separate customer load profiles in the

Company's supply tariff: a) GMH Demand under 25 kW (GMH<25) and

b) GMH Demand 25 kW and greater (GMH<25).

3. The ACOS rate class Street Lighting (SLM) includes four Tariff rate

classes: Street Lighting Municipal (SLM), Street Lighting Highway

(SLH), Private Area Lighting (PAL) and Architectural Lighting (AL).

SLM, SLH and PAL have the same load and usage profiles. AL is very

small and was included for convenience in performing the ACOS. The

current Lighting classes will remain separate classes in the Tariff.

Please describe the functions that you analyzed in the ACOS.

The functions analyzed are Primary Distribution, Secondary Distribution and

Billing. The distribution system, which comprises Primary Distribution and

Secondary Distribution, moves power from distribution substations to the

Company's customers. The distribution system includes operating facilities rated

below 69kV; Prímary Distribution includes assets rated 4kV through 23kV and

Secondary Distribution includes all other distribution assets related to moving
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power to customers, including service drops and excluding meters. Billing

includes metering, billing and customer accounting and service.

Did you review or prepare the Company's jurisdictional separation study
and class cost of service study in its most recent rate case before this
Commission, Docket R-217 9 522?

Yes, I reviewed the Company's jurisdictional separation study in that proceeding,

and I prepared the Company's class cost of service in that proceeding.

\üere the same methodologies used to prepare the JSS and the ACOS that
you are presenting today, compared to the methodologies used in Docket R-
2179522?

Yes, I used the same methodologies to prepare the JSS and ACOS presented

today, as were used to prepare the JSS and ACOS in Docket R-2179522. In some

cases, the method of computing allocators was updated based on mote curent

information.

SECTION III- IDENTIFICATION AND DISCUSSION OF EXHIBITS

a. Please identify the exhibits that are included with your testimony.

A. My testimony includes the following Exhibits:

Jurisdictional Separation Studv (JSS)

Exhibit 6-1 JSS for Fully Projected Future Test Year
Exhibit 6-14 Allocator values for JSS for FPFTY
Exhibit 6-18 JSS for Historical Test Year

Allocated Cost of Service Study (ACOS)- Fullv Proiected Future Test
Year-

Exhibit 6-2 Summary of Revenue requirement by rate class

Exhibit 6-24 Revenue requirement by rate class by account
Exhibit 6-28 Revenue requirement by rate class- Functional

classification
Exhibit 6-2C Customer charge costs- RS
Exhibit 6-2D Customer charge costs- GS

Exhibit 6-28 Customer charge costs- GM<25
Exhibit 6-2F Customer charge costs- GM>25
Exhibit 6-2G Customer charge costs- GMH
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Exhibit 6-2H Customer charge costs- L

Functionalization
Classifi cation for Secondary Distribution function

Exhibit 6-44
Exhibit 6-48
Exhibit 6-4C
Exhibit 6-4D

Class allocation - Primary Distribution Demand
Class allocation- Secondary Distribution Demand
Class allocation - Secondary Distribution Customer
Class allocation - Billing customer
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Exhibit 6-54
Exhibit 6-58
Exhibit 6-5C
Exhibit 6-5D

Assignment or Allocator Used for Each Account
Allocator values - Functionalization
Allocator values- Classification
Allocator values - Class allocation

Exhibit 6-6 Development of external allocator values

Exhibit 6-7 Distribution ROR at Proposed Revenue Allocation

Please describe Exhibits 6-1,6-lA and 6-18.

Exhibit 6-I presents the jurisdictional separation study for the FPFTY. The

exhibit shows each item in the total revenue requirement, the direct assignment or

allocator selected for that item, and the result of the allocation (or assignment)

among supply, transmission, Pitcaim and distribution. The items in the revenue

requirement comprise: plant and other rate base (lines I-76), operating expenses

(lines 77-135), depreciation expense (lines 137-157) and taxes (lines 159-175).

Revenues (lines 179-187) are compared to total expenses (line 177 , also line 189)

to compute net income at present rates (line 190, also line 208) and return on rate

base (line 210). This information is summarized on lines 192-210.

The revenue requirement to produce a rate of return of 8.360/o in the FPFTY is

computed on lines 212-228, and the revenue requirement compared to revenue at

present rates is shown on line 231. It should be noted that the 8.36% rate of

return target is the Company's requested retum in this distribution proceeding;

9
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that return is applied to the other functions only for computational purposes in

preparing the exhibit.

The distribution revenue requirement for the FPFTY is $509.8 million, an

increase of $76.3 million.

Exhibit 6-1A shows the development of the allocators used in the JSS.

Exhibit 6-18 presents the JSS for the HTY. The line references are the same as

for Exhibit 6-1.

Please describe Exhibits 6-2,6-24 and 6-28.

Exhibit 6-2 summarizes the results of the ACOS for the FPFTY. The exhibit

presents, for each rate class, the return on rate base at present rates for the FPFTY,

and the FPFTY revenue requirement assuming each class provides the rate of

return on rate base requested by the Company in this proceeding,8.36yo.

The exhibit shows revenue at present rates (lines 1-4), expenses (line 6), net

income (line 7) and rate base (line 9) for each rate class, and computes retutn on

rate base at present rates (line 11). The revenue requirement for each rate class to

produce a rate of retum of 8 .36Yo is on line 1 3, and the corresponding net income

and rate of return for each rate class are computed on lines 15-25. The increase or

decrease in distribution revenue for each class to produce the 8.360/o return is on

line 27, and the percent of present rate distribution revenue that the increase or

decrease represents is on line 28.

The exhibit demonstrates that to produce the return on rate base of 8.360/o an

increase in distribution revenue of $76.3 million, or lJ .60/o, is needed.
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Exhibit 6-2A shows the FPFTY distribution revenue requirement by component

for each rate class, with a total distribution revenue requirement of $509.8

million. The line references are the same as for Exhibit 6-1.

The revenue requirement for each class is computed on lines 213-228. The

revenue requirement is the sum of allocated operating expenses, depreciation

expense and general taxes, return on allocated rate base, related income tax

expense and gross receipts tax. The distribution revenue requirement for each

rate class is shown on line 228; these are the same as the amounts on Exhibit 6-2,

line 13, and include both Tariff revenues and other revenues attributed to each

class.

Exhibit 6-28 summarizes the Distribution revenue requirement by functional

classification and also shows unitized revenue requirements.

Please describe Exhibits 6-2C through 6-2H.

Exhibits 6-2C throush 6-2H compute the costs to be considered in determining

the customer charge, based on PUC precedent, for the following rate classes: RS

(Exhibit 6-2C); GS (Exhibit 6-2D), GM<25 (Exhibit 6-28); GM>25 (Exhibit 6-

2F). GMH (Exhibit 6-2G); and L (Exhibit 6-2H). The amounts on these exhibits

are based on the results of the ACOS.

Please describe Exhibit 6-3.

Exhibit 6-3 shows how each component of the FPFTY revenue requirement has

been allocated among the Functions: Primary Distribution, Secondary

Distribution and Billing. The schedule shows the allocator selected for each

component, and the result of the allocation. The line references are the same as

for Exhibit 6-1.
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Please describe Exhibit 6-34.

Exhibit 6-3A shows how each component of the Secondary Distribution function

has been classified to either Demand or Customer. Classification schedules are

not needed for Primary Distribution because it is classified 100% to Demand or

for Billing because it is classified l00o/o to Customer. Exhibit 6-34 shows the

classification allocator selected for each component, and the result of the

allocation. The line references are the same as for Exhibit 6-1.

Please describe Exhibits HSG-44 through 4D.

Exhibits HSG-4A through 4D shows how each component of the functionalized,

classified costs has been allocated among the rate classes. Exhibits HSG-44

through 4D show Primary Distribution Demand, Secondary Distribution Demand,

Secondary Distribution Customer and Billing Customer, respectively. The totals

for Primary Distribution Demand and Billing Customer are from Exhibit 6-3

(Functionalization), and the totals for Secondary Distribution Demand and

Secondary Distribution Customer are from Exhibit 6-3A (Classification-

Secondary distribution). Each exhibit shows the allocation factor selected to

allocate each component among the rate classes, and the result of the allocation.

The line references are the same as for Exhibit 6-1.

Please describe Exhibits 6-54 through 6-5D.

Exhibit 6-5A shows the allocator used for each account. The exhibit includes

Functional ization; Classification of Secondary Distribution; and Class Allocatron

of Primary Distribution Demand; Secondary Distribution Demand; Secondary

Distribution Customer; and Billing Customer.
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Exhibits HSG-58 throush 5,D show the allocator values for Functionalization,

2 Classification and Class Allocation, respectively

Please describe Exhibit 6-6.

Exhibit 6-6 shows the development of the external allocator values. I will discuss

6

5 each exhibit in detail later in my testimony

TIIDTI¡ISSECTION IV- IRISDICTIONAL SEPARATION S

a Referring to Exhibit 6-1, the JSS for the FPFTY, how did you determine the
appropriate direct assignment or allocator for the jurisdictional separation
of each item in the total revenue requirement?

Selection of the appropriate direct assignment or allocator for the jurisdictional

separation of each component of the total revenue requirement was based on

careful consideration of cost causality, as well as prior Duquesne Light

methodology, Commission precedent and utility practice as stated in the Electric

Utility Cost Allocation Manual (January 1992) of the National Association Of

Regulatory Utility Commissioners ("NARUC Manual"). Cost causality means

the cause and effect relationships between customer requirements, load profiles

and usage characteristics on one hand, and the costs incurred to serve those

requirements on the other hand.
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Did you use the same allocator for each account as was used in the JSS

presented in Docket R-2179522?

In most cases, I used the same allocator for each account as in the JSS presented

in Docket P.-20I0-2119522 ("Prior JSS"). For a few accounts, detailed

information was available to allow a closer alignment with cost causation in this

JSS. I will cite these instances as I discuss the allocation of each component of

the revenue requirement, immediately below.
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a. How did you directly assign or allocate the components of rate base for the
purpose of jurisdictional separation?

A. Intangible assets is primarily software. Software was allocated based on its use

for plant-related activities, labor-related activities, retail billing and customer-

related activities, or Smart Meter or FOCUS software. Smart Meter and FOCUS

software were allocated based on their respective uses by the Company. In the

Prior JSS, Intangible assets followed the allocation of Plant.

Transmission plant and distribution plant were directly assigned to their

respective functions based on the FERC accounts, except for the distribution

assets that serve Pitcaim, which were directly assigned to it. The Company's

FERC accounts reflect the 7-factor test (separating Transmission and Distribution

assets) completed in connection with its filing in Docket R-00061346.

General plant was allocated based on the labor content of operating and

maintenance ("O&M") accounts.

Depreciation reserve followed the plant and asset accounts to which it related.

Other rate base items were provided by function (Accumulated defened income

tax, Materials & supplies) or were directly assigned (Customer deposits) or

allocated (Cash working capital, Capitalized pension).

a. How did you directly assign or allocate costs for the purpose of jurisdictional
separation?

A. Supply costs and Transmission O&M were directly assigned to their respective

functions. Distribution O&M was directly assigned to the distribution function,

except for a small portion that was allocated to Pitcairn based on its share of the

distribution assets that serve Pitcaim. Customer accounts and customer service
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costs were directly assigned to Distribution, except for FOCUS-related costs

which were split between Transmission and Distribution.

Administrative & general costs related to customer accounts and customer service

(i.e., costs for bill printing, customer care, meters and regulatory commission)

were directly assigned to distribution; property insurance was allocated based on

plant cost; and other costs were allocated based on the labor content of O&M

accounts. In the Prior JSS, all Administrative & general costs were allocated

based on labor, except for property insurance.

Depreciation expense followed the plant or assets accounts to which it related.

Taxes were allocated based on labor (payroll taxes), plant cost (PURPA tax),

revenue subject Pennsylvania gross receipts tax; or taxable income on

Pennsylvania and Federal bases (income tax).

a. How did you directly assign or allocate revenue for the purpose of
jurisdictional separation?

A. Suppty and Transmission revenue were directly assigned to their respective

functions; these amounts include miscellaneous revenues directly identified to

those functions. Distribution revenLte) including delivery revenue and other

revenues included in this proceeding, were directly assigned to distribution.

a. How did you compute the Pennsylvania jurisdictional distribution revenue

requirement?

A. The Pennsylvania jurisdictional distribution revenue requirement is computed on

lines 213-228. It is the amount required to recover all jurisdictional costs, and to

provide an after-tax return on jurisdictional rate base of 8 '360/o.

It should be noted that the revenue requirements for supply, transmission and

Pitcairn shown on Exhibit 6-l are for computational purposes in preparing the
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exhibit (i.e., to tie to the total), and may differ from the amounts that would be

established in appropriate proceedings.

Does the JSS for the HTY, presented in Exhibit 6-18, compute the HTY
jurisdictional revenue requirement in the same manner as the JSS for the

FPFTY?

Yes.

SECTION V- I,OCATED COST OF SERVICE IACOS) STUDY

Referring to Exhibits 6-2 through 6-5D, the ACOS for the FPFTY' how did
you determine the appropriate allocators for functionalizing, classifying and

allocating the components of the distribution revenue requirement?

Selection of the appropriate approach for functionalizing, classifying and

allocating each component of the revenue requirement was based on careful

consideration of cost causality, as well as prior Duquesne Light methodology,

Commission precedent and utility practice as stated in the NARUC Manual. Cost

causality means the cause and effect relationships between customer

requirements, load prof,rles and usage characteristics on one hand, and the costs

incurred to serve those requirements on the other hand.

Please describe the functionalization step of a ACOS.

In the functionalizatiott step, costs are separated by the utility's basic service

functions; for Duquesne Light, these are Primary Distribution, Secondary

Distribution and Billing. There are separate functions for Primary Distribution

and Secondary Distribution because some customers take service at Primary

voltages; therefore it is necessary to separate the assets so that only the customers

that use each portion of the system are allocated the costs attributed to that

portion. Billing refers to activities starting at the meter on the customet's
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premises, and includes metering activities and customer care, as well as activities

intrinsic to the utility function.

a. Were any assets refunctionallzed?

A. For the most part, functionalizationfollows costs as recorded in the FERC

Uniform System of Accounts. The ACOS excludes assets and costs related to

Transmission (moving power at voltages 69kV and above), which were separated

from the total revenue requirement in the JSS.

However, some accounts were split into more than one cost component. For

example, a portion of Station Equipment (Account 362) representing assets used

to serve customers in the downtown network was split out, based on the

Company's accounting and operating records, in order to allocate the cost among

the appropriate rate classes.

Underground Conduits (Account 366) and Underground Conductors (Account

367) were split into separate components representing three different portions of

the underground system- Radial; Network; and Underground Residential

Development ("[JRD"), based on Company engineering estimates and judgments.

Exhibit 6-3 shows the amount for each FERC account and other component

included in the revenue requirement (in the column "Balance"), the functional

allocator used for each (in the column "Allocator"), and the amounts assigned to

each function (in the columns "Primary Distribution" and "Secondary

Distribution" and "Billing"). The revenue requirement for each function is shown

on line 228. Exhibit 6-58 shows the values for each functional allocator.
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a. How were assets and costs assigned or âllocated among the functions?

A. Many assets and costs can be directly assigned to a function, and this was done

whenever possible. For example, Customer accounts and service (Accounts 901-

908) were assigned to the Billing function. Costs related directly to particular

assets, such as Maintenance of Station Equipment (Account 592), were allocated

in proportion to the assets. Certain items, such as general plant and administrative

and general expenses, are related to more than one function. Each cost was

analyzed, and allocated among the functions, using an appropriate allocation basis.

a. How were assets functionalized between the Primary Distribution and

Secondary Distribution functions?

A. Duquesne Light's Primary Distribution system operates at voltages of 4kV up to

23kV. In recent years, Duquesne Light has converted much of the 4kV system to

23kY, and has expanded the 23kV porlion of the system.

Structures (Account 361) and Station Equipment (Account 362) are part of the

Primary Distribution system.

Overhead Conductors and Devices (Account 365) was functionalized between

Primary Distribution and Secondary Distribution based on a review of purchases

over the period 1999-2012.

Poles, Towers and Fixtures (Account 364) were allocated proportionately to the

Overhead Conductors and Devices they support.

Each component (Radial, Network, and URD) of Underground Conduits

(Account 366) and Underground Conductors (Account367) was functionalized

between Primary Distribution and Secondary Distribution based on a review of

purchases over the period 1999-2012.
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Line Transformers (Account 368) has subaccounts for Overhead, Radial, Network

and URD. Almost all transformers are parl of the Secondary Distribution system,

except for some of the larger Overhead transformers which are pafi of the Primary

Distribution system.

Services (Account 369) are also part of the Secondary Distribution system, and

Meters (Account 370) and Meter Communications Equipment (Account 370.1)

are part of the Billing function. Street Lighting Equipment (Account 373) is paft

of the Secondary Distribution system.

Exhibit 6-68 summarizesthe results of the functionalization of distribution assets

(accounts 360-373 in the USA) between Primary Distribution and Secondary

distribution. Exhibit 6-6C shows the supporting calculations.

Please describe the classifÏcation step of a ACOS.

In the classification step, the previously functionahzed accounts are separated into

Customer, Energy or Demand, according to the system design or operating

characteristics that cause them to be incurred.

Customer-related costs are incurred to attach a customer to the distribution

system, to operate and maintain the Company's distribution plant, to meter usage,

and to maintain the customer's account. Customer-related costs are primarily a

function of the number of customers served and continue to be incurred whether

or not a particular customer uses any electricity, and typically do not vary with

usage or load profile. They include capital costs associated with the customer

portion of the distribution system, services and meters, and operating costs such

as customer service, field service, billing and accounting.
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Energy-related costs would vary with the amount of electricity sold to or

delivered to customers. In the ACOS, only $2.9 million of costs (related to

regulatory expenses) and $9.8 million of rate base (related to Supply working

capital) were allocated on the basis of energy (MV/h).

Demand-, or capacity-, related costs are associated with plant that is designed,

constructed and operated to meet system peak demand or non-coincident class

peak demand.

How were assets and costs classified?

Most assets and costs fit into one of the three classifications, but some are split

between Demand and Customer based upon special studies or based on the

classification ofrelated assets or other related costs.

On the Duquesne Light system, Primary Distribution plant is designed to meet

Iocalized peak demands; these functions are classified l00o/o to Demand. The

Billing function is classified I00% to Customer.

Secondary Distribution plant has two pu{poses- to connect the customer in order

to carry electricity to the customer regardless of use, and to meet localized peak

demands. Most Secondary Distribution assets (i.e., Overhead Conductors;

Underground Conduits; Underground Conductor; and Line Transformers) were

classified as Demand or Customer using a Minimum System approach. In the

Minimum System approach, for each Secondary Distribution asset class, the

Minimum Size Ratio was computed, equal to the ratio of x) the cost of the

minimum size of that asset necessary to provide reliable distribution service to y)

the average cost of that asset. The utility must install the minimum size asset, and
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incur the cost for that asset, simply to connect the customer, regardless of usage or

load profile, and the cost of the minimum size asset is not related to usage (kwh)

or peak demand. Therefore the portion of total asset cost represented by the

Minimum System Ratio is classified as Customer-related. The balance of each

Secondary Distribution asset account is classified as Demand-related.

Investments in Poles, Towers and Fixtures are classified as Customer

proportionately to Overhead Conductors. Services, Meters and Meter

Communications Equipment, and Street Lighting assets are classified as

Customer.

Secondary Distribution costs that are related to particular assets were classified in

proportion to those assets. For example, Maintenance of Overhead Lines

(Account 593) was classified using the same classification allocator as Overhead

Lines. Other costs, such as general plant and administrative and general

expenses, are related to more than one function. Therefore each other cost was

analy zed to determine the appropri ate clas sification al I o cator.

Exhibit 6-34 shows the classification of each component in the Secondary

Distribution function by FERC account. Primary Distribution is classified 100%

to Demand and Billing is classified 100% to Customer, so there is no need to

show the classification by FERC account. Exhibit 6-5C shows the values for each

classifi cation allocator.

Please describe the Minimum System approach used in the ACOS.

The Minimum System approach was used for Secondary system Line

Transformers, Overhead Conductors and Underground Conductors.
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For Line Transþrmels, Duquesne Light provided detailed historical records by

size and by cost for each of Overhead transformers (Account 368.1),

Underground Radial transformers (Account 368.3), Underground Network

transformers (Account 368.5) and URD transformers (Account 368.7). For each

of these accounts, the Minimum System Ratio, equal to the ratio of (x) the cost of

the minimum size transformer to (y) the average cost of all transformers, was

computed, using recent costs. The Minimum System Ratio represents the

Customer component of cost, and is mathematically equal to dividing (a) what the

account balance would be if all units in the account were equivalent to the

minimum size unit, bV (b) the total account balance.

For Overhead Conductors and (Jnderground Conductors, hislorical information

by size and by cost was not available. For each item, the ratio of (x) the estimated

current cost if the minimum size (voltage rated) unit would be installed to (y) the

estimated average current cost of all units, was computed; this ratio equals the

Customer component of cost. Separate minimum size computations were made

for Overhead Conductors and each component of Underground Conductors

(Radial, Network and URD).

Exhibit 6-68 summarizes the classihcation of distribution assets (Accounts 360-

313 in the FERC USA) based on the Minimum System Study, and Exhibit 6-6C

shows the supporting calculations.

The demand-classihed portions of certain of these assets were adjusted to reflect

the ability of the minimum size system to camy a portion of peak load (Peak Load

Carrying Capacity, or "PLCC"). I will discuss the PLCC adjustment below.
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Please describe the class allocation step of a ACOS.

In the class allocation step, the functionalized, classified costs are allocated

among the rate classes, based on causal relationships. These relationships are

determined by analyzing the Company's system design and operations, its

accounting records and its system and customer load data. Based on those

analyses, direct assignments of costs, as well as cost allocators, can be chosen for

each asset and cost.

How were the components of the rate base in the Distribution revenue

requirement allocated among the rate classes in the ACOS?

Demand-related assets, or the demand-related portions, were allocated based on

the appropriate class non-coincident peak ("NCP") allocator. Exhibit 6-6D

identifies the demand allocator selected for the demand component of each type

of asset (Distribution Substations; Poles, Tower and Fixtures and Overheard

Conductors; Underground Conduits and Underground Conductors; and Line

Transformers). Separate NCP allocators were developed for the different

configurations of the distribution system, as described in Exhibit 6-6D.

Customer-related assets, or the customer-related porlions, were allocated based on

the number of customers that use the asset, or special studies for Services

(Account 369- based on the comparative costs of installing residential and

commercial services), Meters (Account 370-based on the number and types of

meters used by each rate class) and related assets.
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General plant was allocated based on the labor content of O&M accounts.

Depreciation resetve and Accumulated defemed income tax followed the plant

and asset accounts to which they related.

Cash Working Capital, Materials & supplies and Capitalized pension were ) or

allocated using internal allocators, and Customer deposits was directly assigned

Each of Exhibits 6-4A though 6-4D shows the allocator used for each component

of the rate base functionally classified as Primary Demand, Secondary Demand,

Secondary Customer and Billing Customer, respectively.

How were costs in the Distribution revenue requirement allocated among the

rate classes in the ACOS?

The demand-related and customer-related components of O&M costs followed

the allocation of the particular assets to which they related. For example,

Maintenance of Overhead Lines (Account 593) was allocated using the same

allocators as the plant asset Overhead Conductors, (Account 365) and

Maintenance of Underground Lines (Account 594) was allocated in proportion to

the total of the plant assets Underground Lines- Radial, Network and URD

(Account 367). Special studies were used to develop the allocators for Meter

Expenses (Account 586) and Maintenance of Meters (Account 597).

Miscellaneous Distribution Expenses (Account 588) and Maintenance of

Miscellaneous Plant (Account 599) were functionalized, classif,red and allocated

in proportion to distribution plant.
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Customer accounts and service accounts (Accounts 901-908 were analyzedto

determine the activities charged to each account, and each activity was allocated

based on the appropriate causal relationship. Examples of some components are:

o Inbound calls (activity in Customer records and collections- Account 903)

was allocated based on types of inbound calls (e.g., Credit - Residential;

Credit- Commercial; Verify payment).

o Credit and collection (activity in Customer records and collections) was

allocated based on delinquencies by customer group andtale class.

o Customer care and customer service and Field service (activities in

Customer records and collections), as well as Customer assistance

(Account 908) were allocated based on number of customers'

Administrative and general expenses (Accounts 920-935) were allocated based on

the activities to which they relate, including the labor component of O&M, plant

cost, number of customers, number of meters, and revenue or MWh delivered.

Depreciation expense followed the plant accounts to which it related.

Taxes were allocated based on labor (payroll taxes), plant cost (PURPA tax),

revenue subject Pennsylvania gross receipts tax; or taxable income on

Pennsylvania and Federal bases (income tax).

Each of Exhibits 6-44 though 6-4D shows the allocator used for each component

of costs functionally classified as Primary Demand, Secondary Demand,

Secondary Customer and Billing Customer, respectively.
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How was revenue at present rates applicable to the Distribution revenue

requirement allocated among the rate classes in the ACOS?

Distribution delivery revenue was directly assigned based on Attachment DFR

IV-A Fully Projected Future (page 2, column E). Forfeited discounts were

allocated based on historical net write-offs. Rent from Electric Property was

allocated in the same manner as Overhead Conductors. Miscellaneous Service

Revenue and Other Revenue were allocated based on Distribution delivery

revenue.

. DEVE F'ALLOCATO ACOS S

How were the allocators used in the ACOS developed?

Exhibit 6-6 shows the development of the external allocators used in the ACOS.

Exhibit 6-6 includes Exhibits 6-64 through6-6L.

Please describe Exhibit 6-64.

Exhibit 6-64 shows the allocator values for each external class allocator. The

allocator values are developed in the remaining pages of Exhibit 6-6.

Please describe Exhibit 6-68 and Exhibit 6-6C.

Exhibit 6-68 summarizes the results of the functionalizafion of distribution assets

(accounts 360-373 in the FERC USA) between Primary Distribution and

Secondary Distribution and the Minimum System Study.

Exhibit 6-6C shows the calculations for the functionalization of distribution assets

between Primary Distribution and Secondary Distribution and the Minimum

System Study.
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Please describe Exhibit 6-6D,Exhibit 6-68 and Exhibit 6-68-1.

Exhibit 6-6D identihes the demand allocator selected for the demand component

of each type of asset (Distribution Substations; Poles, Tower and Fixtures and

Overheard Conductors; Underground Conduits and Underground Conductors; and

Line Transformers). Separate allocators were developed for the Radial, Network

and URD components of Underground Conduits and Underground Conductors

and Line Transformers. Exhibit 6-6D also discusses how each demand allocator

was developed.

Exhibit 6-6E presents the computation of the demand allocators, by applying the

approach discussed in Exhibit 6-6D. Exhibit 6-68-I presents the PLCC

adjustment.

Please discuss the PLCC adjustment.

The minimum size components developed for the Secondary Distribution system

have the ability to carry a portion of peak load (Peak Load Carrying Capacity, or

"PLCC"). The PLCC of certain of these assets was removed in computing the

allocator for the Secondary-Demand classified portion of those assets.

For example, the minimum system for OH Transformers (based on the 25 kVA

minimum size component) have capacity equal to 3.174 kW per customer;

therefore in computing the allocator NCP-Secondary-Xfmr which is used for the

demand component of OH Transformers, peak demands above 3.114 kW per

customer are deducted from the for each class.

The PLCC adjustment was made for OH Transformers and Radial Transformers,

comprising 55.8% of Secondary Demand plant; the effect on the results of the

1 0980328v1
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ACOS was insignificant. The PLCC adjustment was not made for other

Secondary Demand plant because the detailed information needed was not readily

available and effect on the results of the ACOS would not be justified.

Please describe Exhibit 6-6F.

Exhibit 6-6F presents the values for revenue and physical (MWh) allocators, and

number of customers, as shown on Attachment DFR IV-A Fully Projected Future

(page 1, columns C and D).

Please describe Exhibit 6-6G.

Exhibit 6-6G presents the calculation of service costs based on current installed

costs for typical residential and commercial services.

Please describe Exhibit 6-6H.

Exhibit 6-6H presents the calculation of the meter cost allocator and related

allocators, based on the number of meters by meter type and by rate class and

information as to meter maintenance costs and related costs.

Please describe Exhibit 6-6I.

Exhibit 6-6I presents the allocation of Customer Accounts and Service Expense,

based on the activities reflected in Supervision (account 901), Meter reading

(account 902) and Customer records and collections (account 903). It includes a

supporting analysis of Call Center activity.

Please tlescribe Exhibit 6-6J, Exhibit 6-6K and Exhibit 6-6L.

Exhibit 6-6J, Exhibit 6-6K and Exhibit 6-6L allocate among the rate classes,

Write-offs; Number of delinquencies and Delinquency amounts; and Customer

deposits, respectively, based on historical information.
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How did you develop the revenue requirements for each class?

The revenue requirements for each class are computed in the same manner as that

used by witness Mr. O'Brien to compute the overall revenue requirement for the

FPFTY, and that I used to calculate the jurisdictional revenue requirements. Class

revenue requirements are the sum of each class' allocated operating expenses,

depreciation expense, general taxes, required return and the income tax and gross

receipts tax. Distribution service revenue requirements for each rate class are

shown on line 228 for Functionalization (Exhibit 6-3), Classification (Secondary

Distribution- Exhibit 6-34), Functionally Classified (Exhibits HSG-44 to 4D),

and in total (Exhibif 6-21').

How did you determine the revenue deficiency for each rate class?

The class revenue deficiency is computed by comparing the revenue requirements

for each class to the revenue that is forecast at present rates for that class.
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SECTION VII- RATE,S OF'RETURN AT PROPOSED REVENUE CATION

a. Please describe Exhibit 6-7.

A. Exhibit 6-7 computes the Distribution Rates of Return for each rate class based on

the revenue allocation proposed by Mr. Pfrommer. The revenue that would be

produced under proposed rates for the FPFTY was computed by Mr. Pfrommer,

as shown on Attachment DFR IV-A Fully Projected Future (page 6).

0. Does this conclude your direct testimony at this time?

A. Yes

1 0980328v1
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RESUME OF
HOWARD S. GORMAN

PRESIDENT - HSG GROUP, INC.

Suunr¿,Rv

Mr. Gorman has more than 25 years of experience in the energy industry,

including 15 years in rate and regulatory proceedings, and more than 30 years experience

overall in accounting, finance and rate and regulatory matters.

Mr. Gorman has testified as an expefi witness regarding utility revenue

requirements, class cost of service, revenue allocation and rate design. He has testified as

an expeft witness before the Massachusetts Deparlment of Public Utilities, New Jersey

Board of Public Utilities, New York State Public Service Commission, Ontario Energy

Board, Pennsylvania Public Utility Commission and Rhode Island Public Utilities

Commission.

Mr. Gorman has performed financial analyses of energy infrastructure projects for

acquisitions and in support of due diligence for financing, and has negotiated and

completed construction and term loans, tax-exempt and taxable bonds and subordinated

debt. His experience includes financial modeling, financial analysis and forecasting.

Mr. Gorman also has experience in financial accounting, as Controller and

Treasurer of Trigen Energy Corporation, where he built the finance function, managed

subsidiary controllers and supported an IPO with NYSE listing.

PnornssroNAl EMPLoYMENT

2010 - Present HSG GrouP,Inc.
President

1997 -2010

1995 - 1997

1987 -1995

t982 - 1987

1976 - 1979

Black & Veatch Corporation (R.J. Rudden Associates, Inc' before

200s)
Principal Consultant

Independent Consultant

Trigen Energy Corporation
1987-1993: Corporate Controller; Trigen was formed in 1987

1993-1995: Treasurer; Trigen had IPO with NYSE listing in 1994

Coleco Industries, Inc.
Director, Treasury

Touche Ross & Co.Staff Accountant
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PnorassroNAr, ExPERIENCE

Rate and Regulatory Support for Utilities

Mr. Gorman has provided rate and regulatory support for numerous electric and

gas utilities in several jurisdictions, including performing the following:

. Developing utility revenue requirements

c Performing class cost allocation studies and marginal cost studies

c Recommending class revenue allocation

" Analyzing and recommending rate design structures

c Reviewing interaffiliate cost allocation methodology

A list of rate case dockets in which Mr. Gorman has provided expert testimony is

presented in the table 'Expert Testimony' at the end of this resume.

Energy Project Analysis

Mr. Gorman has performed financial analyses of energy-related assets, including

electric and gas distribution companies, power plants and transmission operators. These

analyses included developing cash flows and financial statements for both regulatory and

accounting purposes, and included review of assumptions, analysis of data, modeling,

sensitivity testing and stress testing.

Among these analyses are: valuations of power plants, financial projections for

cogeneration heat and power plants and energy companies for the pulpose of acquisition,

valuation of waste-to-energy assets, valuation of a publicly traded multi-jurisdiction

utility, and assessment of strategic fit and valuation for a utility considering diversifying

into energy-related services.

Energy Proj ect Financing

Mr. Gorman has sourced, structured, negotiated and completed transactions

including construction and term loans, tax-exempt bonds, taxable bonds, subordinated

debt and asset-backed (receivables and inventory) revolving credit facilities.

Mr. Gorman has supported energy projects in connection with due diligence for

financing, including contract review, financial modeling, supply analysis, forward price

projections, and economic valuation with cash flow forecasting, and the identification,

assessment and mitigation of financial and operating risks for the project and its

investors.

10980328v1
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Financial Management

Mr. Gorman has extensive experience in financial accounting. As Controller and

Treasurer of Trigen Energy Corporation, he built the finance and accounting function,

developed reports, procedures and management tools, and managed subsidiary controllers

across North America, including an IPO with NYSE listing (1994).

He managed the corporate insurance portfolios and the benefit plans for Trigen

Energy Corporation and for Coleco Industries.

Computer Modeling and Decision Support

Mr. Gorman is an accomplished modeler with expertise in spreadsheet and

database applications, as well as the use of programming tools. He has developed

analytical tools to perform valuations, projections and simulations. These models have

been applied to financial analysis, cost allocations, rate design and pricing, forecasting

revenue requirements, numerous tax and accounting matters, supply modeling and

optimizations. Several of these models have contained interactive modules for automated

scenario testing and sensitivity analysis.

Purlrc¿,rroNs AND PRnspNr¡,TIoNS

"What Wall Street Needs From FERC," published in R. J. Rudden Financial, LLC's
Energy Capital Markets Report, September 2002

"A Balanced Look at Balance Sheets," published in R.J. Rudden Financial, LLC's
Energt Capital Markets Report, June2002

"From'Wires To Riches: Shareholder Value Creation In The T&D Business," April2002
(co-authored).

"Assessment of Retail Choice Programs," presented at the American Gas Association
Rate and Strategic Issues Committee Conference, March 2002

"Value Creation With Transmission Assets," quoted in Electrical World's Special
Edition Quarter I, 2002,March2002

"The Remarkable Story on Enron," published in Scudder's Annual End of Year Issue,

December 2001

ErucarroN

New York University, 8.S., Accounting,1976

Harvard Business School, MBA, 1981
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Jurisdiction Docket Date

New
Hampshire

DE-13-
063

Granite State
Electric
Company

2013
Electric class cost of service
(marginal cost); revenue
allocation; rate design

2012 Electric class cost of serviceRhode Island
RIPUC
4323

Narragansett
Electric

20 ll Gas revenue requirements, rate
design

New York 1l-G-0142
Chautauqua
utilities,Inc.

Duquesne
Light
Company

2010
Electric class cost of service;
revenue allocation; rate designPennsylvania

R-2010-
2t:79522

R-2010-
2r72665

Citizens'
Electric
Company of
Lewisburg, PA

2010
Electric revenue requirements,
class cost ofservice, revenue
allocation, rate design

Pennsylvania

Pennsylvania
R-2010-
2161592

PECO Energy
(Gas)

2010
Gas class cost of service;
revenue allocation; rate design

10-E-0050

Niagara
Mohawk
Power
Corporation

2010 Electric class cost of serviceNew York

10980328v1
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DN Do,

Philadelphia
Gas Works

2009
Gas class cost of service;
revenue allocationPennsylvania

R-2009
2139884

Electric revenue requirements ;

adjustment mechanisms; class
cost of service; revenue
allocation; rate design

Massachusetts DPU 09-39

Massachusetts
Electric and
Nantucket
Electric

2009

R-
00072350

Wellsboro
Electric
Company

2007
Electric revenue requirements;
rate designPennsylvania

2007
Gas revenue requirements; rate
designPennsylvania

R-
a0072349

Valley Energy,
Inc.

Village of
Freeport

2006
Electric revenue requirements;
rate designNew York 06-E-0911

2006
Electric class cost of service;
revenue allocation; rate designPennsylvania

R-
00061346

Duquesne
Light
Company

10980328v1
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Date

Gerdau
AmeriSteel
aka Co-Steel
(intervenor)

2002
Electric cost allocation and rate
design; industrial ratesNew Jersey

ER020805
06 et al

M-
00021612

Philadelphia
Gas Works

2002 Gas rate unbundlingPennsylvania

Pennsylvania
R-
00006042

Philadelphia
Gas Works

2001
Gas class cost of service;
recovery of fixed costs
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a.
A.

DIRECT TESTIMONY OF WILLIAM V. PFROMMER

Please state your full name and business address.

My name is William V. Pfrommer. My business address is Duquesne Light Company,

41 1 Seventh Avenue, Pittsburgh, PA 15219.

a. What is your position at Duquesne Light Company?

A. I am employed by Duquesne Light Company ("Duquesne Light" or "Company") as the

Senior Manager, Rates and Tariff Services.

a. How long have you worked at Duquesne Light?

A. I have been employed by Duquesne Light Company, Duquesne Holdings or its

subsidiaries for 31 years.

a. What are your current responsibilities?

A. I am responsible for overseeing the Company's retail rates and wholesale transmission

rates, which includes supervising the preparation, development and implementation of the

distribution rates proposed in this proceeding. In addition, it is my responsibility to

ensure the rates are properly applied to customer bills.

a. What are your qualifïcations, work experience and educational background?

A. I received a Bachelor of Science Degree in Mechanical Engineering from Grove City

College in 1978 and a Masters in Business Administration from the University of

Pittsburgh in 1989. I was employed by Westinghouse Air Brake Company in 1978 and

performed various duties as a staff engineer. I began my career at the Company in 1982

as a Project Engineer in the Engineering and Construction Division at the Beaver Valley

Power Station. Over the last 31 years, I have held staff, supervisory and managerial

positions in engineering, nuclear construction, customer technical services, marketing and

rates. In the Rate Department at Duquesne Light, I was responsible for the calculations

to unbundle the rates to support the implementation of electric utility restructuring and

customer choice in Pennsylvania. As General Manager of Rates at AquaSource, the
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previous water and wastewater subsidiary of DQE, Inc., I was responsible for providing

direction to regional controllers on all regulatory matters, and maintaining the tariffs in

the 12 states where AquaSource had utility operations. I have testified on rate design

matters before the Pennsylvania Public Utility Commission ("Commission") and Federal

Energy Regulatory Commission ("FERC"). A list of proceedings in which I have

submitted testimony is provided in Appendix A. I am a licensed professional engineer in

the Commonwealth of Pennsylvania.

a. Are you sponsoring any exhibits, parts of exhibits or responses to the Commission's

fïling requirements as part of your direct testimony?

A. Yes. I am sponsoring Exhibit WVP-I, which is the proposed tariff supplement to the

currently effective Tariff Electric Pa. P.U.C. No. 24 implementing the proposed rates,

riders and tariff revisions in this proceeding, Exhibit WVP-2 which is a redline version of

Exhibit No. 1, and Exhibit V/VP-3 the Digest of Proposed Changes contained within

Duquesne's proposed supplement. Exhibit WVP-4 contains the calculations supporting a

proposed new street lighting rate. Exhibit WVP-5 contains the calculations supporting

the Company's proposed Pension Rate Adjustment rider.

I am sponsoring Schedule D-5D of Duquesne Light Exhibits 2,3 and 4 and also

sponsoring the Company's responses to the following filing requirements:

IV-A 1-4: Summary of Individual Rate Effects

IV-B: Description of Proposed Tariff Changes

IV-C: Revenue Effects and Billing Analysis for Changed Rates

IV-D 1 and2: Monthly Billing Effects Charts and Data

IV-E 2: Comparisons Showing Cost and Proposed Base Rate Revenues for Residential

and Demand/Energy Rate Schedules

a. Please explain how these filing requirements were prepared.

A. All filing requirements were prepared either by me or under my direct supervision. They

were prepared, to the best of my knowledge, in accordance with Commission

requirements and practice.

2
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a.

A.

What is the purpose of your direct testimony regarding Duquesne Light's request

for increased rates?

The purpose of my testimony is to address the following:

1. The allocation of the proposed Íevenue increase among the rate classes.

2. The proposed rate design for distribution charges.

3. The revenue impact by rate schedule.

4. The proofofrevenue at current and proposed rates.

5. Proposedtariffchanges.

a. How is your testimony organtzed?

A. My testimony may be summarized as follows. First, I will explain the Company's goals

and objectives in allocating the proposed revenue increase. I will show how the proposed

revenue increase was allocated among the rate classes and the resulting relative rate class

returns. These items are discussed in the "Allocation of Proposed Revenue Increase"

section.

Second, I will describe the rate design principles and how they were used to

determine the proposed rates. I will then discuss how the proposed rates, when applied to

forecast billing units, achieves the target allocated revenue for each rate class. These two

items are discussed in the "Rate Design" section.

Third, I will address the proposed revenue impact by rate schedule and how a

proof of revenue at current and proposed rates was developed to demonstrate that the

proposed rates produce the target revenue for each class. These items are discussed in

two sections, "Revenue Impact by Rate Schedule" and "Proof of Revenue," respectively.

Finally, I will discuss the proposed changes to the Company's retail tariff to

implement these new rates, including the proposed street lighting rate and the proposed

Pension Rate Adjustment Mechanism rider, under the heading "Proposed Retail Tariff

Changes."

Were all of the proposed rate design changes and tariff changes also prepared under

your direction or supervision?

a

a
J
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A. Yes. All of the rate design work and tariff changes were prepared by me or under my

direct supervision.

I. ALLOCATION OF PROPOSED INCREASE

a. \ilhat were the Company's goals and objectives in allocating the revenue increase?

A. The Company proposes to continue the objectives it established in its 2006 and2010

distribution rate case proceedings. The first objective was to move each rate class closer

to the full cost to provide service to each rate class, as determined in the class cost

allocation study prepared by Mr. Gorman. Whether the proposed revenue allocation

accurately reflects the costs can be evaluated by whether the rates for the customer class

fully recover the distribution costs allocated to that class, as measured by the class cost of

service study results at proposed rates. A unitized rate of return greater than 1 .0 means

that the rate class is contributing a greater than average rate of return. A unitized rate of

return less than one means that the rate class is providing less than average returns. The

Company's goal in this rate case, as in its 2006 and 2010 rate case is to move eachrate

class closer to 1.0.

The second overall objective is to mitigate the rate impacts both on rate classes

and on individual customer subgroups while continuing to progress to the rate class fully

allocated cost of service and reduce the subsidization among classes. In this proceeding,

the Company's goal was to limit the distribution revenue increase to any one rate class to

no more than 1.5 times the overall system average increase on a distribution bill basis.

This limitation balances the shift to cost of service with concerns regarding customer

impact.

a. Have the revenue impacts to each rate class been calculated using the fully allocated

class cost ofservice results?

A. Yes. As described by Mr. Gorman, fundamental cost allocation principles were used to

functionalize, classify and allocate the revenue requirement among the rate classes in

order to determine the fully allocated cost of service, which set the base parameters for

revenue allocation and rate design. The rate class revenue requirements that reflect cost

4
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a
A

causation and serve as the starting point for revenue allocation and rate design are shown

in Exhibit 6-2 and 6-2^. This Exhibit shows the revenue increases that would be

required if rates were set to recover each class' fully allocated cost of service (at the same

proposed rate of return for distribution).

Please explain how the revenue increase has been allocated across rate classes.

In the 2010 base rate case, the Company was able to limit the increase to any one rate

class to no more than 1.8 times the system average rate increase on a distribution bill

basis. In this proceeding, the Company is proposing to limit the distribution revenue

increase to any one rate class to no more than 1.5 times the overall system average

increase on a distribution bill basis.

In addition, the Company is proposing to move each rate class'rate of return

relative to system average closer toward the system average rate of return or "unity,"

measured as class distribution rate of return divided by system average distribution rate

of return and also is proposing to move each class closer to cost of service by reducing

the subsidy received or provided by each class as measured on a dollar basis. The

Company has employed gradualism principles, on a distribution bill basis, and is moving

all classes closer to cost of service. Exhibit 6-7 provides the proposed revenue increase,

the calculation of the relative return for each rate class and the calculation of the subsidy

reduction for each rate class.

a. What is the proposed distribution revenue increase for each rate class in this

proceeding?

A. Table No. 1 presents the proposed distribution revenue increase by rate class in this

proceeding. This resulted in increases to the residential and smaller commercial and

industrial ("C&Y) classes being at toward the higher end of the revenue allocation while

two of the three lighting classes were held to no increase.

In this proceeding, the Company was able to limit the proposed increase to less

than 1.50 times the system average'

5
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I note that four ofthe rate classes are proposed to get arate decrease in order to

move these classes closer to full cost of service. Therefore the revenue decrease is

appropriate for these rate classes.

What are the rate class relative rates of return for the distribution business at the

proposed distribution revenue increase in Table No. 1?

Table No. 2 compares the distribution rate class relative rates of return at the cost of

service at present rates in Exhibit 6-7. Table No. 2 also presents information

demonstrating progress toward unity at the proposed revenue allocation in this

proceeding.

Table No. 2 of Return at Prooosed Revenue Allocation
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5.27 x
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2.10 x

Does the proposed revenue allocation reduce the relative class subsidies on a dollar

basis?

Yes. Table No. 3 compares the current class subsidies at current rates and at the

proposed revenue allocation. The subsidy is improved on a dollar basis by l}Yo or better

for all but one class.

a

A

6
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Relative Increase

t7.60/0

I'1.6Vo

253Vo

22.f/o

1,30 x

2s.svo s0.4yo

22.q/o 26.3yo

I 30x | 50x

76.tyo

26j%

1.50 x

8.6%

12.60/o

0.71 x

8.2yo

t3.syo

0.7'7 x

31.4Yo

22,f/o

1,30 x

s.5yo

tt.tyo

063x

6.f/o

12.1o/o

0.69 x

l8.f/o

2t.to/.

1,20 x

4.tvo -43.0"/0

9.v/o -26.40/0

0.56 x (1.50) x

-22.f/. -15.50/. -48.f/o

-18 toÂ -t2.4Yo -26.4Yo

(1.03) x (0.71) x (1.50) x
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1 Table No. 3 Rate Class Dollar Subsidies at Prooosed Allocation ($000's)

a. Was the Company able to achieve its desired goals?

A. Yes. Table No. 1 demonstrates that the proposed revenue allocation achieves a relatively

narïo\ / range ofpercentage distribution revenue increases for all rate classes that receive

an increase and limits the increase to no more than 1.5 times the system average.

Table No. 2 demonstrates each rate class is moving closer to the desired goal of

full cost ofservice on a relative basis to the proposed system average rate ofreturn

Table No. 3 demonstrates the interclass subsidy is improved for all rate classes on

a dollar subsidy basis.

a. Was a schedule prepared showing the proposed targeted revenues for each rate

class resulting from this revenue allocation?

A. Yes. The proposed targeted revenues for each rate class that result from application of

the above principles are shown in DFR IV-A, Pages 1-3 and Schedule D-5D, Exhibit 2'

II. RATE ESIGN

a. Please describe the goals and objectives used in designing the proposed distribution

rates.

A. The primary goal was to design rates that, when applied to forecast billing determinants,

produce the proposed revenue increase and the proposed targeted revenues for each rate

class for the fully projected future test year. In addition, the Company continued its plan

described in recent rate cases to migrate toward rates that reflect the services provided by

a delivery company, and the way in which fixed costs are incurred. To achieve these

goals, the Company proposes to maintain its goal of designing rates that emphasize fixed

monthly charges and demand based charges, where appropriate, to recovet costs. At the

same time, the Company recognizes the potential impact on individual customers by
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eliminating familiar rate structures, and the overall goal to keep rates simple and easy for

the customer to understand. Within these parameters, the Company developed rates for

each rate class that balances these objectives.

a. Please describe how the overall objectives were implemented for the distribution

rates for the residential rate classes.

A. The Company proposes to continue to use a combination of fixed and energy-based rates

for all of the residential rate classes i.e. Residential Service rate RS, Residential Heating

Service rate RH and Residential Service Add-On Heat Pump rate RA. The Company

proposes to increase the fixed monthly customer charge to $15.00 per month which is

supported by the fixed customer cost analysis of serving a residential customer identified

in Exhibit 6-2C. I also note that a higher customer charge provides some revenue

stability for the Company and cost stability for customers, and encourages the Company

to support conservation measures by reducing the benefit to the Company from higher

sales volumes.

Recovery of the remaining revenue (that is, target revenue less the amount

recovered through the f,rxed monthly charge) will be through an increased flat usage

charge per kWh.

Please describe the rate design for customers on Rate RH and RA.

Rate RH and rate RA are the Company's residential space heating rates. The curent rate

structures use a combination of fixed and energy-based variable charges similar to rate

RS, except that rates RH and RA have a lower rate for usage during the November to

April heating season. Currently, rates RH and RA have the same rate structure as rate RS

during the May through October non-heating season.

For rates RH and RA, the Company proposes the same fixed monthly customer

charge as for rate RS and the same usage charge as rate RS during the non-heating

months since there is not amaterial difference in average customer load or usage of these

rate classes during those months.

The Company recognizes space heating customers use considerably more

electricity during the heating season than customers on basic residential service rate RS.

0
A

8
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The Company proposes to retain the lower kWh charge during the heating season. This

lower distribution energy rate achieves the target revenue, and mitigates significant bill

impacts during the heating season particularly for lower consumption customers.

a. Please describe how the rate design objectives were implemented for commercial

and industrial customers on General Service Small and Medium Rate GS/GM.

A. This rate represents a diverse group of over 51,500 commercial and industrial ("C&I")

customers. This group consists of approximately 22,800 non-demand metered customers

on rate GS, approximately 19,200 customers with monthly metered demand less than 25

kW and approximately 9,500 customers with monthly metered demand equal to or

greater than25 kV/. The cafegorization of customers at less than 25 kW and equal to or

greater than25 kV/ was established and approved in the Company's 2007 default service

filing and continued and approved for the distribution business in the Company's 2010

base rate proceeding. The Company proposes to continue this separation point in this

proceeding.

a. \ilhat is the distribution rate design that is being proposed in this proceeding for

rate GS non-demand metered customers?

A. For rate GS, the Company is proposing the same rate design as implemented in the

previous base rate proceeding. The Company is proposing to bill non-demand metered

customers the same fixed monthly charge as residential customers, which is supported by

Exhibit 6-2D, and a flat usage charge similar to how it bills these customers at present

rates, to recover the balance ofthe tatget revenues.

a. What is the distribution rate design that is being proposed in this proceeding for

rate GM demand metered customers?

A. The Company is proposing to maintain the same distribution rate structure that exists

today. The Company first used the demand related and customer related costs identified

in Exhibit 6-28 and Exhibit 6-2F to establish the base customer charge and to recover the

same revenue proportionally from demand charges as it does today.

9
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For all demand metered customers on rate GM (those with demand less than25

kW and those with demand equal to or greater than25 kW), the Company is proposing a

monthly customer charge based on the customer related costs in Exhibit 6-28 for the rate

class and 50% of the demand related costs for the first 5 kW of demand as it does today.

The variable demand charge is designed to recover 50% of the remaining target revenue

with the balance recovered through a flat usage charge per kilowatt-hour. This will retain

approximately the same proportion of revenue from fixed, demand and energy charges as

today.

a. What is the distribution rate design that is being proposed in this proceeding for

rate GMH?

A. Rate GMH is the complementary electric space heating rate of rate schedule GS/GM and

applies to approximately 3,300 electric space heating commercial and industrial

customers. The Company is proposing to maintain the same distribution rate structure

that exists today. The Company proposes rate design principles similar to those used in

the last base rate proceeding and those used for rate GM in this proceeding. For the non-

heating season months (June to September), the monthly customer charge is based on the

same principles used for rate GM demand metered customers and the demand and energy

charges are the same charges as rate GM customers less than 25 kW.

For the heating months (October to May), customers will not be billed for demand

and only be billed for usage, the same as today's rate structure. The energy charge is

designed to recover the balance ofthe targef revenue.

a. Is the Company proposing to separate rate GMH into separate classes at the 25 kW

level?

A. No. The Company presented rate GMH separated at monthly metered demand less than

25 kW and equal to or greater than 25 kW to reflect the different rates for surcharges,

transmission and default service supply. Similar to the previous base rate proceeding, the

Company does not propose to separate this rate class for distribution rate purposes.

10981359v1
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a.

A.

Please describe the current distribution rate design for large commercial and

industrial customers on rate GL.

Rate GL is applicable to approximately 770 customers. Currently, the rate schedule

contains a minimum charge for the f,rrst 300 kV/ of demand and a demand charge for each

additional kW of demand. There are no distribution usage charges associated with these

rate schedules.

a. \ilhat is the distribution rate design that is being proposed for rate GL?

A. The Company is proposing to continue the same rate structure for rate GL using a

minimum demand charge based on the customer's contract demand and recover the

remaining revenue through the variable demand charge. The monthly demand charges

for the first block of demand (300 kW) have been increased by the rate class revenue

percent increase in Table No. 1. The balance of the target revenues are recovered

through the additional demand charges'

a. What is the rate design that is being proposed in this proceeding for rate GLH?

A. Rate GLH is the complementary electric space heating rate to rate GL and applies to

approximately 110 customers. The Company proposes to continue the existing rate

structure and proposes rate design principles similar in concept to those used for rate GM

and rate GMH in this proceeding. For the non-heating season months (June to

September), these customers will be billed the same charges as rate GL. For the heating

months (October to May), the Company is proposing to bill a flat usage charge per

kilowatt-hour.

Please describe the current distribution rate design for large commercial and

industrial customers on rate L.

Rate L is applicable to approximately 28 customers. These customers represent some of

the largest customers served by the Company and are diverse in size (demand) as well as

service voltage. Currently, the rate schedule contains a minimum charge for the hrst

5,000 kV/ of demand and two declining block demand charges for each additional kW of

demand. There are no distribution usage charges associated with these rate schedules.

a

A
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a. What is the distribution rate design that is being proposed for rate L?

A. The Company is proposing two changes to rate L. First, the Company is proposing to

eliminate the declining block demand charge. V/hile there is only a small differential in

current rates, a declining block demand charge is inconsistent with energy conservation

and demand response Programs'

Second, the Company is proposing to offer a voltage-based rate as pafi of rate L.

There are five customers on rate L served at the 138 kV transmission voltage level.

These customers are not eligible for rate HVPS because their monthly billing demand is

less than the 30,000 kW minimum billing demand requirement of rate HVPS'

With these two adjustments, the Company is proposing to continue the same rate

structure for rate L using a minimum demand charge based on the customer's contract

demand and recover the remaining revenue through the variable demand charge' The

monthly demand charges for the first block of demand (5,000 kW) have been increased

by the rate class revenue percent increase in Table No. 1. The balance of the farget

revenues afe recovered through the additional demand charges.

0. Please explain the Company's reasoning to add the voltage-based rate option to rate

L,

A. The distribution rates reflect the level of service voltage and the system requirements to

meet the load requirements of each rate class. The Company is proposing this change in

the interest ofdesigning rates that better reflect the level ofdistribution service necessary

and costs incurred to serve these transmission voltage customers'

The current rate design is disadvantageous to the 138 kV customers that do not

meet the 30,000 kW demand criteria of rate HVPS. One of these customers has

expressed competitive concerns with the current rate design. The new rate design should

address this customer's concerns. However, if the new rate design is not adopted,

Duquesne Light may address the customer's competitive concerns through a Rule 4

contract under the Company's tariff, which allows the Company to enter into separate

contracts with larger customers to address competitive alternatives. If the Company

10981359v1
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A.

entets into a Rule 4 contract, the Company must be permitted to recover the difference in

rates that the Company would have otherwise received under Rate L.

a. \ilhat is the Company's basis for the proposed distribution rates at the 138 kV level.

A. The Company did not prepare a separate cost study specifically to develop the proposed

rates at this voltage level. There ate five customers on rate HVPS served at 138 kV

voltage level. Because the five rate L customers are served at the 138 kV level, and are

all industrial classification and similar load profile of rate HVPS industrial customers, the

Company proposes to use the same fixed charge rate of HVPS for customers less than

50,000 kw.

Please describe the current distribution rate design for industrial customers on rate

HVPS.

There are cur:rently five customers on rate HVPS each with a monthly metered demand

greater than 30,000 kV/ in accordance with the tariffl. In the 2010 base rate proceeding,

the Company proposed, and the Commission approved, a monthly fixed distribution

charge based on the customer's monthly metered demand. There are no variable demand

distribution charges or variable usage distribution charges.

a. What is the distribution rate design that is being proposed for rate HVPS

A. For rate HVPS, the Company is proposing to continue the same rate structure currently in

place using a monthly fixed charge based on the monthly metered billing demand of the

customer. Each of the fixed monthly charges have been adjusted by the rate class

percentage change in distribution revenue.

0. What changes are being proposed to the distribution rates of the lighting and

unmetered rate classes?

t There are currently hve customers on rate HVPS. One customer is known to be discontinuing operations at the

end of 20 I 3 . The fully proj ected future test year revenue reflects four customers on this rate schedule.
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A The Company has aggregated rates AL, SM, SH and PAL for cost of service and revenue

allocation purposes. Rate SE and rate UMS (Unmetered Service) are treated individually

The Company is proposing to retain the same rate structure for these rate classes.

For rates AL, SM, SH and PAL, the Company is proposing an acloss-the-board

reduction to the revenue for each rate class at the proposed decrease and alignment of

interclass rates to ensure consistency ofcharges.

For rate SE and rate UMS, the Company is proposing to reduce the current rates

by the percentage revenue reduction for each rate class'

a. Is the Company proposing any changes to its transmission rates in this proceeding?

A. No, the Company is not proposing to change transmission rates in this proceeding. The

Company has adopted the FERC formula rate making process to establish an annual

revenue requirement and wholesale network integrated transmission service rate that

changes June 1 every year. The current wholesale rate is not affected by this proceeding.

0. Is the Transmission Service Charge (.'TSC") changing because of this fTling?

A. No. The Company submitted and the Commission approved the TSC in the Company's

2006 distribution rate case. The Company's retail transmission rates were redesigned to

reflect the FERC formula and the method of providing and paying for transmission

service through PJM. The TSC is updated June 1 every year in conjunction with the

update to the FERC formula. The TSC has worked successfully since it was

implemented, and the Company is not proposing changes to the TSC or changes to the

TSC retail rates in this proceeding. The DFR's that I am sponsoring contain the current

TSC retail rates.

III. REVENUE IMPACT BY RATE SCHBDULE

a. Have the annual revenue effects of the new proposed rates been calculated?

A. Yes. Schedule D-5D of Duquesne Light Exhibit No. 2 was prepared in accordance with

PA PUC Data Filing Requirement IV-A. The pages in this schedule provide the rate

class revenue impact and the overall revenue effect for the fully projected future test year

period.
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a. Please explain Schedule D-sD for the fully projected future test year.

A. Schedule D-5D page 1 identif,res the forecast customers, sales and retail revenue by rate

class for distribution, transmission and generation. The customers, sales and revenues are

based on the forecast billing determinants provided in Mr. Habberfield's forecast. Also

shown are the forecast revenues the Company plans to collect at current rates through

tariff riders for the Consumer Education Surcharge ("CE,S") Rider 1, the Universal

Service Charge ("USC") Rider 5, the Energy Efficiency and Conservation and Demand

Response ("EECDR") Surcharge Rider 15, the Smart Meter Charge ("SMC") Rider 20,

and the State Tax Adjustment ("STAS") Rider 10. The Customer Assistance Program

("CAP") revenue credit is the billing deficiency associated with CAP customers that is

recovered through the USC charge.

Page 2 reflects the forecast revenue at current rates with the surcharge revenue

removed and only the STAS revenue shown. The STAS is proposed to be set af 0o/o with

the associated taxes recovered in the proposed distribution charges. The distribution

revenue in Schedule D-5D, Column E, page 2 is the base distribution revenue from which

the requested increase is measured. The total revenue on page 2 ties to the total revenue

described by Mr. O'Brien with his revenue adjustments'

On July 1,2073, Duquesne Light filed a revised CES with the Commission at

Docket No. R-2013 -2311825. In that filing, Duquesne Light is requesting Commission

approval to recover education costs incurred in carrying out the Commission's Retail

Market Investigation ("RMI") mandates and all other consumer education expenses

incurred by the Company to conduct consumer education activities ordered by the

Commission. Duquesne Light is no longer recoverin g any other consumer education

costs through the CES. The Company distribution revenue for the rate classes affected

by this request would be adjusted should the Company's request to recover RMI and

Commission ordered consumer education expenses through the CES be denied.

Page 3 of Schedule D-5D shows the distribution revenue and total revenue at the

requested revenue increase and the respective increases on a percentage basis.

For illustrative purposes, pages 4-6 provide similar calculations assuming 100%

default service supply load.
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IV. PROOF OF REVENUE

a. Was a bill frequency analysis or proof of revenue calculation prepared?

A. Yes. Attachment DFR IV-C-Proof was prepared in accordance with the Commission's

Data Filing Requirement IV-C and provides the calculation of revenues at current and

proposed rates. Attachment DFR IV-C-Proof provides a calculation for each retail tariff

rate schedule. For each rate schedule, the f,rrst column identifies the type of charge by

business segment, i.e. customer charge, demand charge or energy charge for distribution,

transmission and generation and for each rider if applicable to that rate schedule. The

second column provides the annual billing determinants for each charge forecasted by

Mr. Habberfield. The third column identif,res the current and proposed rates for each

block. The fourth column identifies the revenues derived by multiplying the billing

determinants in the second column by the rates in the third column. The revenues

computed on these pages produce the revenues shown on the respective pages of

Schedule D-5D (Fully Projected Future).

Do the forecast revenues at current and proposed rates reflect reduced sales from

the effects of Act 129?

Yes. Mr. Habberfield included an adjustment in developing the Company's sales forecast

for the reduced sales due to implementation of Act 129 projected through the end of the

fully projected future test year. The proposed rates and fully projected future test year

revenue were calculated based on his sales forecast .

V. PROPO RETAIL TARIFF ANGES

Please describe the contents of Exhibit WVP-3.

This exhibit sets forth in detail the modifications being proposed to the Company's tariff

provided in Exhibit WVP-1, including the changes in rates and rate design I previously

discussed, to recover the proposed distribution revenue requirement that is being

requested. The proposed modifications are also shown in a redline version of the tariff

supplement provided in Exhibit V/VP-2.

a

A

a
A
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a. Are you proposing changes to the Rules and Regulation section of the proposed

tariff supplement?

A. Yes. The Company is proposing one change to the Rules and Regulation section of the

tariff. The Company is proposing to revise Rule 21 .1 , Payment of Bills for Residential

Service, to allow more flexibility for customer requests to change the payment due date

for certain customers with a demonstrated financial burden.

a. Are you proposing changes to the tariff rate schedules section of the proposed tariff

supplement?

A. Yes. The distribution rates identified in each rate schedule in Exhibit WVP-1 have been

modified to achieve the allocated revenue increase previously described in my testimony.

Aside from the proposed change to rate L that I previously described, the Company is not

proposing changes to the distribution rate structure in this proceeding. In addition, the

Company is proposing to add an LED street lighting rate option to rate SM and rate PAL'

a. Please describe the proposed change to add an LED street light rate option to the

tariff.

A. Rate SM, Street Lighting Municipal, and rate PAL, Private Area Lighting, offer street

lighting options to municipal and non-municipal customers respectively. The street light

options include mercury vapor and high pressure sodium ("HPS") fixtures. Over the last

two years, customers have inquired about the availability of the LED street light option.

The Company proposes to add the LED street light option to these two rate schedules.

a. Please describe the proposed changes to the tariff to implement the LED street tight

rate?

A. Several changes are needed to the tariff to include the LED option. The applicable rates

for rate SM and rate PAL are the same since the same fixture and lamp are used for each

application.

Rate SM and,rate PAL have been revised to add in tabular format the LED fixture

options and applicable distribution rates. These rates are a fixed charge per fixture per
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month similar to the mercury vapor and HPS fixture options. These rates are based on

the calculations in Exhibit WVP-4 for each lamp size'

In addition, Rider 8, Default Service Supply, has been revised to show the LED

lamp options. The default service rates are monthly fixed charges based on the monthly

k'Wh for each lamp size and the curent default service supply rates obtained in the

Company's March and April 2013 request for proposal'

Finally, Appendix A, Transmission Service Charge ("TSC"), has also been

modified to add the LED lamp options. Since this is a new rate, and is an off-peak load,

there are no TSC charges for these fixtures.

a. Are there any changes or additions to the rider section and riders in the tariff?

A. Yes, there are four. First, the Company is updating Rider No. 5, Universal Service

Charge, to revise the number of Customer Assistance Program ("CAP") customers used

in the formula. Second, the Company is proposing to reset Rider No. 10 - State Tax

Adjustment to zero to reflect tecovery of these charges in base rates. Third, the Company

is updating Rider No. 16, Service to Non-Utility Generating Facilities, to better define the

charges for back-up power. Finally, the Company is proposing to add a new Rider No.

22, Pension Rate Adjustment, to the tariff.

a. Please explain the change to Rider No. 5 - Universal Service Charge.

A. Rider No. 5 was implemented in the Company's 2010 base rate proceeding. The rider

includes a provision to adjust the Universal Service Charge based on the number of CAP

customers enrolled in the program. The current enrollment number stated in the rider is

35,700 CAP customers which was established in the Company's previous base rate case.

The rider includes a provision to reset this parlicipation level in each distribution rate

case. The Company proposes to update this figure to 41,650 customers which is the

projected number of customers to be enrolled in the CAP program at year end 2014. This

projected enrollment is defined in the Company's Universal Service and Energy

Conservation Plan for 2014-2016 filed with the Commission on February 28,2013.

a. Please explain the change to Rider No. 10 - State Tax Adjustment.
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A. Rider No. 10 is a two-part surcharge to recover changes in taxes of the Commonwealth.

Part 1 of the STAS reflects changes in tax rates for the Capital Stock Tax, Corporate Net

Income Tax and Public Realty Tax, and is applicable only to the distribution charges of

customer bills. Parl2 of the STAS reflects changes in the Gross Receipts Tax and is

applicable to the distribution, transmission and generation charges for customers taking

service from the Company. For presentation purposes in this filing, both parls of the

STAS have been set at 0ol0. The Company will submit its annual STAS reconciliation

filing in Decemb er 2013 , for any state tax changes not reflected in the base rate filing.

a. Please provide a brief summary of Rider No. 16 - Service to Non-Utilify Generating

Facilities.

A. Rider No. 16 defines the Company's tariff requirements for back-up power service that

applies to customer-owned, non-utility generating facilities. Customers pay tariff rates for

supplementary power that is the energy and capacity supplied by the Company that is in

addition to the energy and capacity that the non-utility generating facility generates itself.

Customers pay Rider No. 16 charges for back-up power to replace energy and capacity

ordinarily provided by the non-utility generating facility (i.e. during an outage of the non-

utility generating facility). The rider is applicable to the general service rate schedules.

There is currently one customer on Rider No' 16'

Please explain the proposed changes to Rider No. 16.

The current backup distribution charges were established in the last rate case and define a

minimum demand charge whether or not the non-utility generating facility is operating or

not. The Company is proposing changes to the back-up charges and to the language in

the rider to better-define the billing determinants associated with back-up power.

a. What is the back-up power distribution rate you are proposing for Rider No. 16.

A. The Company is proposing a distribution rate of $2.50 per kW. This is based on an

average of the primary demand costs per kW in Mr. Gorman's Exhibit 6-28 and a load

factor of 30o/o. The load factor is an estimate based on the availability of the current

a
A
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a
A

customer, a review of other utility tariffs, and the expectation of the need for the

Company to provide back-up power.

a. Please explain why the Company is proposing a Pension Rate Adjustment

Mechanism as a new rider in its tariff.

A. Based on estimates provided by Mr. Ankrum, the Company's pension plan contributions

are projected to decline significantly by 2017 as the plan approaches fully funded status'

The Company is proposing the Pension Rate Adjustment Mechanism ("Pension Rate

Adjustment") to rates to align future distribution rates with future pension funding

requirements and to avoid a pension over-funding situation.

Please summarize how the Pension Rate Adjustment Mechanism will work.

The Pension Rate Adjustmentmay be used to reduce distribution rates in the event that

the Company's pension funding is reduced below the amount that is used to establish

pension expense approved by the Commission in this base rate proceeding. If pension

costs increase after the Rider is implemented to reduce pension expense recovery, the

Pension Rate Adjustment may also be used to recover subsequent increases in expenses

up to the level of expense originally included in base rates.

a. Why not file a base rate case as the Company gets close to full funding of its pension

plan?

A. The Company does not know when it's next base rate case will be filed. The Pension

Rate Adjustment may benefit all stakeholders by avoiding the time and costs associated

with preparing a base rate case and avoids overfunding of the pension trust if the

Company is required to fund the contribution used to set rates in this proceeding.

a. Please describe the process to determine when the Company would fTle the proposed

Pension Rate Adjustment Mechanism.

A. Witness Ankrum (DLC St. No. 2) presents the proposed pension funding requirements in

this proceeding. The pension funding amount approved to be recovered in base rates in

this proceeding will serve as the basis for the Pension Rate Adjustment. The Company
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a

A

will continue to recover pension costs through distribution and transmission rates at the

level determined in this proceeding. The Company will monitor and evaluate the pension

funding level and projected annual funding requirement. As the pension becomes closer

to fully funded, the Company will compare the funding used to establish rates with the

required annual contribution, and will initially submit the Pension Rate Adjustment in the

event the Company's projected pension funding requirements are lower than the funding

requirements used to establish rates in this case.

Could the Pension Rate Adjustment ever cause distribution rates to exceed those

established in this proceeding?

No. The first Pension Rate Adjustment filing will be a reduction to distribution rates.

The Pension Rate Adjustment may be used to reduce distribution rates in the event that

the Company's pension funding requirement is reduced below the amount that is used to

establish pension expense approved by the Commission in this base rate proceeding. If

pension costs increase after the first rider is implemented to reduce pension expense

recovery, the Pension Rate Adjustment may also be used to recover subsequent increases

in expenses up to the level of expense originally included in base rates.

How frequently will the Company submit the Pension Rate Adjustment after the

initial filing?

After the initial rider filing, the Company may update the Pension Rate Adjustment no

more frequently than annually.

Where wilt the pension funding level in base rates be defined?

The Company proposes that the pension funding level be defined as a requirement of the

Commission's final order in this proceeding as it was in the 2010 rate case settlement

(paragraph 37) adopted by the Commission.

a. Please describe the content of the first Pension Rate Adjustment Mechanism filing.

A. For the first Pension Rate Adjustment, , the Company would submit a filing to the

Commission seeking to reduce distribution rates. The filing would contain:

a.

A.

a
A
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a.

A.

a) a statement by an offlicer of the Company that the Company is changing the pension

contribution and will implement the Pension Adjustment Mechanism

b) a five year projection of the annual pension funding requirements

c) calculations supporting the basis of the new (lower) funding expense level requested

by the Company

d) a calculation of the reduction to distribution rates at the lower expense level

e) the proposed tariff supplement requesting the adjustment within Rider No. 22 -
Pension Rate Adjustment Mechanism.

The new lower funding requirement would be the revised funding amount based on the

estimated funding requirement for the upcoming 12 month period. The reduction to

distribution rates will be the difference between the expense amount of pension

contributions determined in this proceeding and the expense component projected for the

upcoming 12 month period.

Please describe how the change in distribution rates witl be determined as a result of

implementing the Pension Rate Adjustment?

Rate class revenue requirements for pension expense as well as the pension expense

component in FERC account 926 are defined in Exhibit 6-2^. The allocation of pension

expense to each rate class under Exhibit 6-24 will be the basis from which to compute

the reduction to distribution rates for each rate class based on the projected pension

expense level.

The rate class share of pension funding from Exhibit 6-2A on a percentage basis

is defined in proposed Rider 22, Pension Adjustment Mechanism, in Exhibit WVP-l.

The difference between the pension expense determined in this proceeding and the

revised pension expense determined in a future Pension Rate Adjustment filing will be

allocated to each rate class using these percentages. The difference will be used to

compute a reduction to the applicable tariff distribution rates based on the applicable

billing units defined in the proposed rider. The adjustment defined in the rider would be

subtracted from the applicable base distribution rate. The rate class allocations def,rned in
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the rider would remain in effect until the next base distribution rate case proceeding. In

no event will the rate adjustment determined through the Pension Rate Adjustment be a

positive number (i.e. in no event will distribution rates ever exceed those established in

this proceeding because of the Pension Rate Adjustment).

The revised expense component would be allocated to each rate class. This

difference would be divided by the forecast calendar year billing units defined in the

rider. The reduced distribution rates would take effect in 60 days from the date of the

filing. This rider would be non-bypassable and not be subject to reconciliation.

a. Do you have an example of the calculation?

A. Yes. Exhibit WVP-5 provides an illustrative example of how the change in rates would

be determined. The figures are for illustrative purposes and not based on this proceeding

or pension funding projections.

a. How will rates be determined in subsequent Pension Rate Adjustment filings?

A. The Company will repeat the same process used in the f,rrst Pension Rate Adjustment

filing. The annual funding will be based on the projection of pension funding the

upcoming 12 month period.

The adjustment to rates will be based on the expense component (50%) of the

funding level in this proceeding less the projection for the upcoming calendar year.

The adjustment to the applicable billing unit in the rider will be updated and

effective 60 days from the filing date.

How would the Pension Mechanism be reflected on the customer bill?

It will not show up on the bill. It will be subtracted from the applicable base rate

(determined by the billing units described above).

Does this conclude your direct testimony?

Yes, it does.

a
A

a.
A.
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Appendix A

Wiltiam V. Pfrommer - Rate and Regulatory Proceedings

Pennsylvania Public Utility Commission:

Docket No. M-2012-2334399 - Energy Efficiency and Conservation Phase II Plan

Docket No. P-2012 -2301664 - Default Service Program and Procurement Plan for the Period

June 1 ,2013 through May 31,2015

Docket No. R-2010 -2179522 - Distribution Base Rate Case Docket No. P-2000-2135500 -

Provider of Last Resort (POLR V)

Docket No. M-2009-2093217 - Act 129 Energy Efhciency and Conservation and Demand

Response Plan

Docket No. M-2009-2I23948 - Act I29 Smart Meter Procurement and Installation Plan

Docket No. P-00072247 - Provider of Last Resort (POLR IV)

Docket No. R-00061346 - Distribution Base Rate Case

Docket No. P-00032071 - Provider of Last Resort (POLR III)

Federal Energy Regulatory Commission:

Docket No. ERl3-1220-000 - Monthly Deferred Tax Adjustment charge

Docket No. ER08-1309-000 - Changes to the MISO Open Access Transmission

Tariff to integrate the Company into the Midwest Independent System Operator, Inc

Docket No. ER05-85-000 - Changes to the PJM Open Access Transmission Tariff

to integrate the Company into the PJM Interconnection, L'L.C.

Other:

Cause No. 42416, Filed April 14, 2003,Indiana Utility Regulatory Commission -
Petition of Utility Center, Inc., dlbla AquaSource

Cause No. 41968, Filed March 30, 2001, Indiana Utility Regulatory Commission -
In the Matter of Utility Center, Inc., dlblaAquaSource

Docket Nos. 2000-1074-UCR and 2000-1075-UCR, Filed June 15, 2000 - Texas

Natural Resource Conservation Commission, Applications of AquaSource

Utility, Inc. to Change its Water and Sewer Tariffs and Rates
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Exhibit No. WVP-1

SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO. 24

f ) Duquesne LÍght

SCHEDULE OF RATES
For Electric Service in Allegheny and Beaver Counties

(For List of Communities Served, see Pages No. 4 and 5)

lssued By

DUQUESNE LIGHT COMPANY
41 1 Seventh Avenue
Pittsburgh, PA 15219

Richard Riazzi
President and Chief Executive Officer

ISSUED: August 2,2013 EFFECTIVE: October 1, 2013

Filed at Docket No. R-20'13-2372129

NOTICE
THIS SUPPLEMENT MAKES CHANGES TO

THE TABLE OF CONTENTS, A RULE, RATE SCHEDULES AND RIDERS,
MAKES INCREASES AND DECREASES TO THE RATES AND ADDS A RIDER

See Page Two



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO.24

PAGE NO.2

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES

List of Modifications

Pages No. 2A through 2D were added to the Tariff

Page No.2

Table of Contents Twenly-Second Revised Page No.3
Cancelling Twenty-First Revised Page No.3

Pages No. 2A through 2D were added to the Table of Contents.

Rider N0.22 - Pension Rate Adjustment Mechanism, Original Pages No. 1128, 112C and 112D, was added to
the Table of Contents.

Due to repagination, Page No. 'l 164 was added to the Table of Contents.

Rule No. 21.1 Payment of B¡lls for Residential Service First Revised Page No. 234
Cancelling Original Page No.23A

Language has been modified to reflect the current operations of the Company

Rate L - Large Power Service Fifth Revised Page No.53
Cancelling Fourth Revised Page No.53

Language has been modified to reflect the addition of "Service Voltage Less than 138 Kv" and "Service Voliage
138 Kv and Greater."

The "Next 10,000 kilowatts of Demand" block has been eliminated f rom the Rate Schedule.

A Fixed Monthly Charge has been added under "Service Voltage'138 Kv and Greater."

Rate L - Large Power Service Second Revised Page No.54
Cancelling First Revised Page No.54

Language has been modified in the second paragraph under "Contract Provisions" to reflect the elimination of the
'10,000, 25,000 and 750,000 kilowatt-hour blocks under the Energy Charge.

Language has been modified to replace the word "Capacity" with the word "Demand."

Rate SM - Street Lighting Municipal Sixth Revised Page No. 68
Cancelling Fifth Revised Page No.68

Language has been modified to include Light-Emitting Diode (LED) fixtures and pricing.

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO. 24

PAGE NO.2A

LIST OF MODIF¡CATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Rate SM - Street Lighting Municipal Sixth Revised Page No.69
Cancelling Fifth Revised Page No.69

Rate SM - Street Lighting Municipal Second Revised Page No.70
Cancelling First Revised Page No.70

Currenlly approved language has been moved to accommodale the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

Rate PAL - Private Area Lighting Sixth Revised Page No.76
Cancelling Fifth Revised Page No.76

Language has been modified to include Light-Emitting Diode (LED) fixtures and pricing.

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

Rate PAL - Private Area Lighting Fifth Revised Page No.77
Cancelling Fourth Revised Page No.77

Rate PAL - Private Area Lighting Third Revised Page No.78
Cancelling Second Revised Page No.78

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

Rider Matrix Third Revised Page No.794
Cancelling Second Revised Page No.79A

Rider No. 22 - Pension Rate Adjustment Mechanism has been added to the Rider Matrix

Rider No. I - Default Service Supply Third Revised Page No.88A
Cancetling Second Revised Page No.88A

The Table has been modified to include Light-Emitting Diode (LED) fixtures and pricing.

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

Rider No. 8 - Default Service Supply Thírd Revised Page No.888
Cancelling Second Revised Page No.88B

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUOUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO, 24

PAGE NO.28

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Rider No. 10 - State Tax Adiustment Ninth Revised Page No. 94
Eighth Revised Page No.94

Rider No. 10 - State Tax Adjustment has been modified to reflect that Part 1 of the STAS has been set to zero.

Rider No. 16 - Service to Non-Utility Generating Facilities Fourth Revised Page No. 101

Cancelling Third Revised Page No. 101

Language and definitions have been modified to reflect current operations of the Company

Rider No. 16 - Service to Non-Utility Generating Facilities Fourth Revised Page No. 102
Cancelling Third Revised Page No. 102

Language has been modified to remove the "Contract Demand" under B. Back-Up Power.

Language has been modified to add a distribution charge to be applied to the Back-Up Billing Determinants for

Back-Up Power under B. Back-Up Power.

Rider No. 22 - Pension Rate Adjustment Mechanism Original Page No. 1128
Original Page No. 112C
Original Page No. 112D

Rider No. 22 - Pension Rate Adjustment Mechanism has been added to the Tariff

Appendix A - Transmission Service Charges Twelfth Revised Page No. 113
Cancelling Eleventh Revised Page No. 113

Fifth Revised Page No. 114
Cancelling Fourth Revised Page No. 114

Fifth Revised Page No. 115
Cancelling Fourth Revised Page No. 115

Seventh Revised Page No. 116
Cancelling Sixth Revised Page No. 116

Original Page No.1164

Currently approved language has been moved to accommodate the addition of the Light-Emitting Diode (LED)

fixtures and pricing information.

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO.2C

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Appendix A - Transmission Service Charges Fifth Revised Page No' 114
Cancelling Fourth Revised Page No. 114

The table has been modified to include Light-Emitting Diode (LED) fixtures and pricing

Appendix A - Transmission Service Charges Original Page No. 1164

Originat Page No. 1't6A has been added to the Tariff to accommodate the addition of the Light-Emitting Diode

(LED) fixtures and pricing information.

INCREASES

Rate RS - Residential Service Sixth Revised Page No.32
Cancelling Fifth Revised Page No.32

Rate RH - Residential Service Heating Sixth Revised Page No. 34
Cancelling Fifth Revised Page No.34

Rate RA - Residential Service Add-On Heat Pump Sixth Revised Page No. 37
Cancelling Fifth Revised Page No.37

Rate GS/GM - General Service Small and Medium Fifth Revised Page No.40
Cancelling Fourth Revised Page No.40

Rate GMH - General Service Medium Heating Fifth Revised Page
Cancelling Fourth Revised Page

Eighth Revised Page No.44
Cancelling Seventh Revised Page No.44

Rate GL - General Service Large Fifth Revised Page No. 47
Gancelling Fourth Revised Page No.47

Rate GLH - General Service Large Heating Fifth Revised Page No. 50
Cancelling Fourth Revised Page No.50

Rate L - Large Power Service Fifth Revised Page
Cancelling Fourth Revised Page

Rate PAL - Private Area Lighting Fifth Revised Page No.77
Cancelling Fourth Revised Page No.77

Rate PAL - Private Area Lighting Third Revised Page No.78
Cancelling Second Revised Page No. 78

No. 43
No.43

No. 53
No. 53

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER'1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO, 24

PAGE NO,2D

LIST OF MOD¡FICATIONS MADE BY THIS TARIFF

INCREASES - (Continued)

Rate UMS - Unmetered Service Sixth Revised Page No'74
Cancelling Fifth Revised Page No.74

Unit prices have changed resulting in increases.

Rider No. 5 - Universal Service Charge Fourth Revised Page No, 85
Cancelling Third Revised Page No.85

Rider No. 5 - Universal Service Charge has been updated as directed in the Rider to reflect the partic¡pation level

of CAP customers.

DECREASES

Rate GS/GM - General Service Small and Medium Fifth Revised Page No.40
Cancelling Fourth Revised Page No.40

Rate GMH - General Service Medium Heating Fifth Revised Page No. 43
Cancelling Fourth Revised Page No.43

Rate HVPS - High Voltage Power Service Fifth Revised Page
Cancelling Fourth Revised Page

Rate AL - Architectural Lighting Service Sixth Revised Page No. 61

Cancelling Fifth Revised Page No.61

Rate SE - Street Lighting EnergY Sixth Revised Page No.64
Cancelling Fifth Revised Page No.64

Rate SM - Street Lighting Municipal Sixth Revised Page No. 68
Cancelling Fifth Revised Page No.68

Rate SM - Street Lighting Municipal Second Revised Page No.70
Cancelling First Revised Page No.70

Rate SH - Street Lighting HighwaY Sixth Revised Page No. 71

Cancelling Fifth Revised Page No.71

Rate UMS - Unmetered Service Sixth Revised Page No,74
Cancelling Fifth Revised Page No.74

Rate PAL - Private Area Lighting Sixth Revised Page No. 76
Cancelling Fifth Revised Page No.76

Unit prices have changed resulting in decreases

No.57
No.57

ISSUED: AUGUST 2,20'13 EFFECTIVE: OCTOBER 1, 20'13



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

TWENTY-SECOND REVISED PAGE NO.3
CANCELLING TWENTY.FIRST REVISED PAGE NO.3

List of Modifications..

TABLE OF CONTENTS

:::ÌiiB"' (c)

RATES:
RS
RH
RA
GS/GM
GMH
GL
GLH

Residentiat Service ............,.....32-33
Residentialservice Heating "'.34-36
Residentialservice Add-on Heat Pump.. .'.'37'39
General Service Small and Medium 40-42

43-46General Service Medium Heating

L
HVPS
AL
SE
SM
SH

General Service Large.......... .'.47-49
General Service Large HeatinS.................. .'50-52
Large Power Service
High Voltage Power Service........
Architectural Lighting Service
Street Lighting Energy........
Street Lighting Municipa| ...................
Street Lighting HighwaY.....
Unmetered Service........
Private Area LightinS ......,...........

CONTRACT RIDERS:

Gonsumer Education Surcharge 80-804
Untransformed Service.. '."......".'.81
School and Government Service Discount Period '.'.'.'.'.."' 82

Budget Billing HUD Finance Multi-Family Housing .'..'........83
Universal Service Charge........ 84'854
Temporary Service....... ."'.....".'.'.' 86

Default Serv¡ce Supply ..'.'.'.'.88-88E
Day-Ahead Hourly Price Service......,.."."..'. 89-934

State Tax Adjustment Surcharge... '...'."..'.'."..' 94

Street Railway Service....... .........'.95

Billing Option - Volunteer Fire Companies and Nonprofit Senior Citizen Centers...'.'.'.'.'."....'."." 96

Geneial Service Separately Metered Electric Space Heating Service '.'..."'.'.'.'....."." 97

Residential Service Separately Metered Electric Space and Water Heating ....".'.'98-99
Energy Efficiency and Conservation and Demand Response Surcharge ...'.'.100-100C
pnasó ll Energy Efficiency and Conservation Surcharge'.,,..'.'...'. .'.'.'.'.'.'.'.'.100D'100G
Service to Noñ-Util¡ty Generating Facilities .......'.'.".'.101-102
Emergency Energy Gonservation..............'.'. .'.'.......'...103-1 04

Rates for Purchase of Electric Energy from Customer-Owned Renewable

53-56
57-60
61-63
64-67
68-70
71-73
74-75
76-78

UMS
PAL

STANDARD

No. 1

No.2
No.3
No.4
No.5
No.6
No.7
No. I
No.9
No.10
No.11
No. 12
No. 13
No. 14
No. 15
No.154
No.16
No.17
No.18

No.20
No.21
No.22

....110-1124

.1128 -112D

Resources Generating Facilities ....."'.""'. 105

THESE PAGES INTENTIONALLY LEFT BLANK ''"'""'106-107
Smart Meter Charge.................. 108-1098
Net Metering Service........
Pension Rate Adjustment Mechanism

APPENDIX A:
Transmission Service Charges'.".' '...... 113'1 164

APPENDIX B:
Rate R-TOU - ResidentialserviceTime-of-Use "'.'."'.117-119

(c) - lndicates Chanqe

(c)

(c)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

FIRST REVISED PAGE NO.23A
CANCELLING ORIGINAL PAGE NO.23A

RULES AND REGULATIONS - (Continued)

BILLS AND NET PAYMENT PEBIODS - (Continued)

21.1 PAYMENT OF BILLS FOR RESIDENTIAL SERVICE The Company will designate a due date on its bill

which shall be a business day no less than 20 days from the date of transmittal of the bitl. The Company may

accommodate changes to due dates for residential customers upon written customer request and when a
demonstrated financial burden for the current due date exists for ratepayers receiving Social Security or

equivalent monthly checks.

(c) - lndicates Chanqe

(c)
(c)
(c)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC * PA. P,U.C. NO. 24

SIXTH REVISED PAGE NO.32
CANCELLING FIFTH REVISED PAGE NO.32

RATE RS - RESIDENTIAL SERVICE

AVAILABILITY

Available to residential or combined residential and farm customers using the Company's slandard low voltage

service for lighting, appliance operation, and general household purposes and for commercial or professional

activity where assòciated consumption represents less than 25% ol the total monthly usage at the premise'

Available only when supplied aT 240 volt (or less) single phase service through a single meter directly by the

Company to a single family dwelling or to an individual dwelling unit in a multiple dwelling structure. For the

purposeé of this ráte, a dwelling unit is defined as one or more rooms arranged for the use of one or more

individuals for shelter, sleeping, dining, and with permanent provisions for cooking and sanitation.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge ........

Energy Charge

$15.00

4.396'lcents per kilowatt hour

(t)

(t)

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as

describéd in Ridei No. 8 - Defautt Service Supply. The Supply rate shall be delermined based on the formula

described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to residential

customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of lhis Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and must purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. 8

and the Transmission Service Charges in Appendix A'

(t) - lndicates lncrease
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUOUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTR¡C - PA. P.U.C. NO. 24

SIXTH REVISED PAGE NO.34
CANCELLING FIFTH REVISED PAGE NO.34

Available to residential or combined residential and farm customers using the Company's standard low voltage

service for lighting, appliance operation, general household purposes and for commercial or professional activity

where associated conåumption'represents less than 25% ol the total monthly usage at the premise, and as the

sole primary method of space heating except that the space heating system may be supplemented with

renewable energy sources such as solar, wind, wood, or hydro.

Available only when supplied aï 240 volt (or less) single phase service through a single meter directly by the

Company to ä single family dwelling or to an individual dwelling unit in a multiple dwelling structure' For the

purposeé of this ráte, a dwelling un¡t is defined as one or more rooms arranged for the use of one or more

inO¡v¡Ouals for shelter, sleeping, Oining, and with permanent provisions for cooking and sanitation.

RATE RH - RESIDENTIAL SERVICE HEATING

AVAILABILITY

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge

winter Monthly Rate - For the Billing Months of November through April:

Energy Charge

summer Monthly Rate - For the Billing Months of May through october:

Energy Charge

SUPPLY CHARGES

$15.00

3.5813cents per kilowatt hour

4.3961cents per kilowatt hour

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as

describéó in Ridei No. I - Default Service Suppty. The Supply rate shall be determined based on the formula

described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to residential

customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

(t)

(t)

(t)

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmissìon Îariff approved or accepled by the Federal Energy Regulatory Commission for customers who

receive Default Serviie from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff.

lll - lndicates Increase
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA, P.U.C. NO. 24

SIXTH REVISED PAGE NO.37
CANCELL¡NG FIFTH REVISED PAGE NO.37

RATE RA - RESIDENTIAL SERVICE ADD-ON HEAT PUMP

AVAILABILITY

Available to residential or combined residential and farm customers using the Company's standard low voltage

service for lighting, appliance operation, general household purposes and for commercial or professional activity

where assoclated consumption represents less than 25%ol the total monthly usage at the premise, and an add-

on heat pump for space heating. Other energy sources may be used to supplement the add-on heat pump

provided that the supplemental energy source is thermostatically controlled to operate only when the outdoor

temperature falls to at least 40o F and the add-on heat pump cannot provide the total heating requirements.

Available only when supplied ai 240 volt (or less) single phase service through a single meter directly by the

Company to a single family dwelling or to an individual dwelling unit in a multiple dwelling structure' For the

purposeé of this ráte, a dwelling unit is defined as one or more rooms arranged for the use of one or more

individuals for shelter, sleeping, dining, and with permanent provisions for cooking and sanitation.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge

Winter Monthly Rate - For the Billing Months of November through April

Energy Charge

$15.00

1 .2199 cents per kilowatt hour

Summer Monthly Rate - For the Billing Months of May through Oclober:

Energy Charge 4.3961 cents per kilowatt hour

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as

described in Ridei No. 8 - Default Service Supply. The Supply rate shall be determined based on the formula

described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to residential

customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. I'

The Company will provide and charge for transmission service consistent with lhe PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff .

(t) - Indicates lncrease

(t)

(t)

(t)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE L¡GHT COMPANY SUPPLEMENT NO.81
TO ELECTR¡C - PA. P.U.C. NO. 24

FIFTH REVISED PAGE NO.40
CANCELLING FOURTH REVISED PAGE NO.40

RATE GS/GM. GENERAL SERVICE SMALL AND MEDIUM

AVAILABILITY

Available for all the standard electric service taken on a small or medium general service customer's premises for

which a residential rate is not available.

MONTHLY RATE FOR NON-DEMAND METERED CUSTOMERS

CUSTOMER CHARGE

Customer Distribution Charge........ $15'00

ENERGY CHARGES

Distribution Charge
cents per kilowatt-hour

All kilowatt-hours 4.8981

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained

therein.

MONTHLY RATE FOR DEMAND METERED CUSTOMERS

DISTRIBUTION CHARGES

(l)

(D)

(l) (t)

(D) (D)

(t) (t)

Customer Charge

Demand Charges

First 5 kilowatts or less of Demand

Additional kilowatts of Demand

Energy Charges

All kilowatt-hours

0 per kilowatt-hour

1.2487 1.3175

GM<25KW

$50.00

No Charge

4.65

GM>25kW

$60.00

No Charge

4.62

$ per kilowatt

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under. the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

(l) - lndicates lncrease
ISSUED: AUGUST 2,2013

- lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C, NO. 24

FIFTH REVISED PAGE NO.43
CANCELLING FOURTH REVISED PAGE NO.43

RATE GMH - GENERAL SERVICE MEDIUM HEATING

AVAILABILITY

Available for all the standard electric service taken on a customer's premises for which a residential rate is not

available, where the Company's service is the sole method of space heating, and where the heat loss of the

customer's premises is calculated in accordance with the ASHRAE. Handbook of Fundamentals, and where such

calculated heat loss converled into kilowatt-hour consumption during the heating season is determined by the

Company to be at least 25% of the customer's entire electric energy requirements during the heating season.

The spaðe heating system may be supplemented with renewable energy sources such as solar, wind, wood, or

hydro.

.American Society of Heating, Refrigerating and Air Conditioning Engineers

CUSTOMER CHARGE

Customer Distribution Charge........

WINTER MONTHLY RATE

For the Billing Months of October through May:

ENERGY CHARGES

$60.00

Distribution Charge
cents per kilowatt-hour

All kilowatt-hours 2.4022

SUMMER MONTHLY RATE

For the Billing Months of June through September:

DEMAND CHARGES

Distribution Charge
$ per kilowatt

First 5 kilowatts or less of
Demand

No Charge

Additional kilowatts of
Demand

4.65

(l) - lndicates lncrease

(t)

(t)

(D)

ISSUED: AUGUST 2,2013

(D) - lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO.24

EIGHTH REVISED PAGE NO.44
CANCELLING SEVENTH REVISED PAGE NO.44

RATE GMH - GENERAL SERVICE MEDIUM HEATING - (Continued)

MONTHLY RATE - (Continued)

SUMMER MONTHLY RATE - (Continued)

For the Billing Months of June through September: - (Continued)

ENERGY CHARGES

Distribution Charge
cents Per kilowatt-hour

All kilowatt-hours 1.2487

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under. the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for customers will be updated through competitive requests for proposal described in Rider

No. I - Default Service Supply. The Supply rate shall be determined based on the formula described in the
,,Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to non-demand metered customers,

customers with monthly metered demand less than 25 kW and customers with monthly metered demand equalto
or greater than 25 kW strall be as described in Rider No. 8 and for the effective periods defined in Rider No. 8'

For purposes of determining the monthly rate for demand metered cuslomers, Duquesne Light shall evaluate the

custbmbr's twelve (12) most recent monttrs of monthly metered demand forthat customeravailable in Octoberof

the preceding yeai. íf the custome/s monthly metered demand is less than 25 kW in each of the twelve (12)

rontt.'s, then that customer shall be charged the monthly rate for demand metered customers less than 25 kW for

the next calendar year and automaticãlly assigned to that rate effective with their January billing. lf the

customer's monthly metered demand is 25 kW or greater for any single month of the twelve (12) month period,

then that customei shall be charged the monthly rate for demand metered customers equal to or greater than 25

kW for the next calendar year añd automatically assigned to that rate as their default service rate effective with

their January billing. ln no instance shall a customer be eligible for more than one default service offering at a

time. A new customer or a customer with limited or no historical data shall be eligible for and assigned to the

applicable rate based on Duquesne Light's estimate of the customer's peak monthly metered demand for the next

twelve (12) month Period.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Îariff approved or accepied by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff.

(l) - lndicates lncrease

(t)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

FIFTH REVISED PAGE NO.47
CANCELLING FOURTH REVISED PAGE NO.47

RATE GL - GENERAL SERVICE LARGE

AVAILABILITY

Available for all the standard electric service taken on a customer's premises where the demand is not less than

300 kilowatts.

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. g - Hourly Price Service and will be billed in accordance with the terms contained therein'

DISTRIBUTION

DEMAND CHARGES

First 300 kilowatts or less of Demand

Additional kilowatts of Demand

$2,787.00

$8.45per kW

(t)

(t)

ELECTRIC CHARGES

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmissìon Îariff approved or accepied by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff .

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full

Distribution Charge by the Company, and must purchase their transmission and supply requirements from lheir

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not

chosen a supplier, tñe Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20'1.

(l) - lndicates lncrease
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO.24

FIFTH REVISED PAGE NO.50
CANCELLING FOURTH REVISED PAGE NO.50

RATE GLH - GENERAL SERVICE LARGE HEATING

AVAILABILITY

Available for all the standard electric service taken on a customer's premises for which a residential rate is not

available, where the Company's service is the sole method of space heating, and where the heat loss of the

customer's premises is calculated in accordance with the ASHRAE- Handbook of Fundamentals, and where such

calculated heat loss converted into kilowatt-hour consumption during the heating season is determined by the

Company to be at least 25% of the customer's entire electric energy requirements during the heating season.

The spaðe heating system may be supplemented wilh renewable energy sources such as solar, wind, wood, or

hydro.

*American Society of Heating, Refrigerating and Air Conditioning Engineers

MONTHLY RATE

CUSTOMER CHARGE

Customer Distribution Charge........ $60.00

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein'

DISTRIBUTION

For the Billing Months of October through May:

ENERGY CHARGES

Allkilowatt-hours 2.1446 cents per kWh

For the Billing Months of June through September:

Rate GL shall apply.

(l) - lndicates lncrease

(t)

(t)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO. 24

FIFTH REV¡SED PAGE NO.53
CANCELLING FOURTH REVISED PAGE NO.53

RATE L - LARGE POWER SERVICE

AVAILABILITY

Available for all the standard electric service taken on a customer's premises where the Contract Demand is not

less than 5,000 kilowatts.

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

DEMAND CHARGES

Service Voltage Less than 138 Kv:

First 5,000 kilowatts or less of Demand

Additional kilowatts of Demand

Service Voltage 138 Kv and Greater:

Fixed Monthly Charge

ELECTRIC CHARGES

(c)

$38,500.00

$12.30 per kW

(t)
(c)
(l)

(c)

(c)$8,551.00 per month

The Company will provide and charge for Transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full

Distribution Charge by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not

chosen a supplier, the Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

(l) - lndicates lncrease
ISSUED: AUGUST 2,2013

(C) - lndicates Chanoe
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

SECOND REVISED PAGE NO.54
CANCELLING FIRST REVISED PAGE NO.54

RATE L - LARGE POWER SERVICE - (Continued)

STANDARD CONTRACT RIDERS

For modifications of the above rate under special conditions, see "Standard Contract Riders"

CONTRACT DEMAND

The Contract Demand is the maximum electrical capacity in kilowatts that the Company shall be required by the

contract lo deliver to the customer.

The customer shall not establish a demand greater than 105 percent of the individual demands specified in the

customer's contract unless written approval shall first have been obtained from the Company. lf the customer

establishes a repeated pattern of exceeding the Contract Demand, the Contract Demand may be raised to the

highest demand established for the remaining term of the contract'

CONTRACT PROV¡SIONS

Contracts shall be written for an originalterm of not less than five years for Contract Demand of 100,000 kilowatts

or less, and not less than ten years for Contract Demands in excess of 100,000 kilowatts. Effective on

January26, 1985, such contracts shall continue in force after the expiration of the original term until one year

following the date of written notice of cancellation by either party. Such notice of cancellation may not be given

earlier than one year before the expiration of the original term.

When a customer takes delivery at 6g Kv or higher for delivery into its own electric system operated at either of

such voltages, and has a Contract Demand of at least 100,000 kilowatts, the customer may apply for service at

two or mo-re delivery points interconnected by the customer's facilities. lf lhe Company is satisfied that such

multiple delivery pointð will protect the Company from substantial loss of load and olherwise will be consistent

with'operation ót'ttre Company's system, it will provide such multipte delivery points. ln such case the various

deliveiy points will be billed as if metered at one point, but the 5,000 kilowatt and additional kilowatt block of the (C)

Oemand'Ctrarge will be multiplied by the number of delivery poinls before the rates stated for them are applied. (C)
(c)

The Company reserves lhe right to refuse contracts hereunder if, in its judgment, its generating or transmission

capacity is no more than adequate to meet the requirements of its existing customers.

Where the customer has established an energy management and conservation program and has demonstrated to

the satisfaction of the Company that such program has resulted in a reduced demand, the Company will, upon the

customer's request, amend the contract to reflect such reduced demand for the purpose of calculating the

Minimum Charge, but in no case shall the Billing Demand be reduced to less than 5,000 kilowatts if the customer

remains on this rate.

(c) - lndicates Chanqe
ISSUED: AUGUST 2,2013 EFFECT¡VE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

FIFTH REVISED PAGE NO.57
CANCELLING FOURTH REVISED PAGE NO.57

RATE HVPS - HIGH VOLTAGE POWER SERVICE

AVAILABILITY

Available to customers with Contract On-Peak Demands greater than 30,000 kilowatts where service is supplied

at 69,000 volts or higher.

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

FIXED MONTHLY CHARGE

Up to and lncluding 50,000 kW Billing Demand
50,001 kW to 100,000 kW Billing Demand
Greater than 100,000 kW Billing Demand

$8,551.00
$12,388.00
$16,847.00

(D)
(D)
(D)

ELECTRIC CHARGES

The Company will provide and charge for Transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full

Distribution Charge by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not

chosen a supplier, the Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

(D) - lndicates Decrease
ISSUED: AUGUST 2,2013 EFFECT¡VE: OCTOBER 1, 2013



DUOUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO.24

SIXTH REVISED PAGE NO.61
CANCELLING FIFTH REVISED PAGE NO. 61

RATE AL. ARCHITECTURAL LIGHTING SERVICE

AVAILABILITY

Available for separately metered circuitry connected solely to outdoor architectural lighting equipment, with

demand of 5 kilowatts or greater, to be operated during non-peak periods'

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge .......

Demand Charge .........

Energy Charge

.. $6.54

$1.22 Per kilowatt

0.1734 cents per kilowatt hour

(D)

(D)

(D)

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for Rate AL - Architectural Lighting Service customers will be updated through competitive

requests fór propósal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined

based on the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate

to Rate AL customers shall be as described in Rider No. B and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company, and must purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. I
and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

(D) - lndicates Decrease
ISSUED; AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO.24

SIXTH REVISED PAGE NO.64
CANCELLING FIFTH REVISED PAGE NO. 64

RATE SE. STREET LIGHTING ENERGY

AVAILABILITY

Available for the entire electric energy requirements of municipal street lighting systems where the municipality

has not less than 15,000 street lamp installations and provides forthe ownership, operation, and maintenance of

its own street lamp installations and takes its entire energy requirements for street lighting under this rate.

MONTHLY RATE

DISTRIBUTION CHARGE

Monthly charge per lamp

SUPPLY CHARGES

$2.57

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for Rate SE - Street Lighting Energy customers will be updated through competitive

requests for proposal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined

based on the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate

to Rate SE customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect lo purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and must purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charge, the Supply Charges in Rider No. 8

and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

lDì - lndicates Decrease

(D)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO. 24

SIXTH REVISED PAGE NO.68
CANCELLING FIFTH REVISED PAGE NO.68

RATE SM - STREET LIGHTING MUNICIPAL

AVAILABILITY

Available for mercury vapor, high pressure sodium and light-emitting diode (LED) lighting of public streets,

highways, bridges, parks and similar public places, for normal dusk to dawn operation of approximately 4,200

hours per year.

(Available for mercury vapor street lighting only where served prior to January 30, 1983, and continuously

thereafter at the same location.)

MONTHLY RATE

DISTRIBUTION CHARGE

Monthly Rate Per Unit

(c)

(D)
(D)
(D)
(D)
(D)

(D)
(D)
(D)
(D)
(D)
(D)

(c)

Nominal Lamp Wattaqe

Mercury Vapor

100
175
250
400

1,000

Sodium Vapor

70
100
150
250
400

1,000

Light-Emitting Diode (LED)

43
67
106
118
196
256

NominalkWh
Energy Usage

per Unit per Month

44
74
102
161

386

29
50
71

110
170
387

Distribution Charge
per Unit

15
24
37
42
69
90

$11.52
$11.76
$1 1.e9
$12.46
$14.34

$11.87
$11.91
$1 2.1 5

s12.47
$12.97
$14.93

$1 2.1 6

$12.82
s13.97
$16.81
$18,78
$20.35

(c) - lndicates Chanqe
ISSUED: AUGUST 2,2013

D) - lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013

(c)



DUQUESNE L¡GHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

SIXTH REVISED PAGE NO,69
CANCELLING FIFTH REVISED PAGE NO.69

RATE SM - STREET LIGHTING MUNICIPAL'(Continued)

MONTHLY RATE - (Continued)

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under lhe
provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained

therein.

(c)

ELECTRIC CHARGES (C)

The Supply Charges for Rate SM - Street Lighting Municipal customers will be updated through competitive (C)

requests for proposal as described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined

based on the foimula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate

to Rate SM customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepied by the Federal Energy Regulatory Commission for customers who

receive Default Service from lhe Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and must purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charge, the Supply Charges in Rider No. 8

and the Transmission Service Charges in Appendix A'

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No.20.1.

RIDERS

Bills rendered under this schedule are subject to the charges stated in any applicable rider

LATE PAYMENT CHARGE

Bills will be calculated on the rates stated herein, and are due and payable on or before thirty days from the date

of mailing of the bill to the ratepayer. The bill is overdue when not paid on or before the due date indicated on the

bill. Anãverdue bill is subject to a Late Payment Charge oÍ 1.25"/" interest per month on the full unpaid and

overdue balance of the Company charges on the bill. The Charge shall be calculated on the overdue portions of

the Company charges on the bili and shall not be charged against any sum that falls due during a current billing

period.

(c) - lndicates Chanqe
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013

(c)



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

SECOND REVISED PAGE NO.70
CANCELLING F¡RST REVISED PAGE NO.70

RATE SM - STREET LIGHT MUNICIPAL - (Continued)

MONTHLY RATE - (Continued)

P'LES (c)

No charge is made for wood poles used jointly for street lighting and the support of the Company's general

distributión system or for tubular steel poles, trolley type, used jointly for slreet lighting and the support of trolley

span wires.

Where the installation of one (1) or more wood poles is required to serve the customer, the customer has the

option to install the pole(s) at his own expense in accordance with SPECIAL TERM AND CONDITION NO' 2 or

the Company will install, own and maintain the pole(s) and bill the customer at the monthly rate of $9.44 for each (D)

pole required.

SPECIAL TERMS AND CONDITIONS

(c)

2.

3

The above charges include installation of standard Company facilities including lamps, fixtures

or luminaries, brãckets and ballasls, all when installed on the overhead distribution system' The

above charges include normal operation and maintenance. Normal operation and maintenance

does not include periodic tree trimming around the fixture or luminaire.

Where it is necessary to install wood, metal, or ornamental poles, or other special facilities or

services not in conformance with the Company's standard overhead practice, the additional cost

shall be borne by the customer. Title to all facilities, except as noted below, shall vest in the

Company.

All facilities used in providing street lighting service shall be and remain the property of the

Company and may be removed upon termination of service, except that poles, ducts, conduits,

manholeê and junction boxes shall be the properly of and ma¡ntained by the customer if they
are an integral part of bridges, viaducts or similar structures, or highway project constructed by

the joint participation of the customer and other governmental agencies.

The customer agrees that the facilities installed under this rate shall not be removed or

converted, or thé use thereof discontinued by the customer, except upon payment to the

Company of the originat investment in such facilities, less depreciation to the date of

discontinuance of such facilities, less salvage, plus the cost of removal.

4.

(c) - lnd¡cates Chanqe
ISSUED: AUGUST 2,2013

(D) - lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE L¡GHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

SIXTH REVISED PAGE NO.71
CANCELLING FIFTH REVISED PAGE NO.71

RATE SH - STREET LIGHTING HIGHWAY

AVAILABILITY

Available for high intensity discharge lighting of state highways for normal dusk to dawn operation of

approximatety +,á00 hours per year where the highway lighting system acceptable to Duquesne Light Company is

installed by tñe State and ownership of the entire highway lighting system has been transferred to the Company

for a nominal consideration.

MONTHLY BATE

DISTRIBUTION CHARGE

Monthly Rate Per Unit

Nominal Lamp Wattaqe

Sodium Vapor

Nominal kWh
Energy Usage

per Unit per Month

50
71

95
170

Distribution Charge
Per Unit

100
150
200
400

$11.37
$11.53
$1 1.68
$12.30

D)
D)
D)
D)

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTBIC CHARGES

The Supply Charges for Rate SH - Street Lighting Highway customers will be updated through competitive

requests for propolal as described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined

based on the foimula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate

to Rate SH customers shall be as described in Rider No. 8 and for the effective period defined in Rider No' I'

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmisslon Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and must purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to lhe Company for electric supply requirements as

defined in Rule No.45.

(D) - lndicates Decrease

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 20'13



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U.C. NO. 24

SIXTH REVISED PAGE NO.74
CANCELLING FIFTH REVISED PAGE NO.74

RATE UMS - UNMETERED SERVICE

AVAILABILITY

Available to customers using unmetered standard service at each point of connection for customer-owned and

mainta¡ned equipment such as traffic signals, communication devices and billboard lighting.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge .......

Energy Charge

910.00

1 .0192cents per kilowatt hour

(l)

(D)

SUPPLY CHARGES

Customers who elecl to purchase their electric supply requirements from the Company will do so under the
provisions of Rlder No. 8 - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for Rate UMS - Unmetered Service customers will be updated through competitive requests

for proposal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined based on

the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to Rate

UMS customers shall be as described in Rider No. I and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff .

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the company for electric supply requirements as

defined in Rule No.45.

For customers who elect lo purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. I
and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.'1.

(l) - lndicates Increase
ISSUED: AUGUST 2,2013

(D) - lndicates Decrease
EFFECTIVE: OCTOBER 1,2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO, 24

SIXTH REVISED PAGE NO.76
CANCELLING FIFTH REVISED PAGE NO.76

RATE PAL - PRIVATE AREA LIGHTING

AVAILABILITY

Avaitable for high pressure sodium lighting, flood lighling and light-emitting diode (LED) lighting of residential,

commercial and industrial private property installations including parking lols, for normal dusk to dawn operation

of approximately 4,200 hours per year.

MONTHLY RATE

DISTRIBUTION CHARGE

DUOUESNE LIGHT COMPANY OWNED AND MAINTAINED EOUIPMENT

Monthly Rate Per Unit

(c)

Nominal Lamo Wattaqe

High Pressure Sodium

70
100
150
250
400

Flood Lighting

NominalkWh
Energy Usage

per Unit per Month

29
50
71

110
170

Distribution Charge
per Unit

100
250
400

$11.87
$11.e1
$12.15
$12.47
$12.97

$12.51
$13.02
$13.54

$1 2.1 6

$12.82
$13.97
$16.81
$18,78
$20.35

(D)
(D)
(D)
(D)
(D)

(D)
(D)
(D)

(c)Light-Emitting Diode (LED)

43
67
106
118
196
256

46
100
155

15
24
37
42
69
90

(c)

lC) - lndicates
ISSUED: AUGUST 2,2013

(D) - lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U,C. NO. 24

FIFTH REVISED PAGE NO.77
CANCELLING FOURTH REVISED PAGE NO.77

RATE PAL - PRIVATE AREA LIGHTING - (Continued)

MONTHLY RATE - (Continued)

DISTRIBUTION CHARGE - (Continued)

DUQUESNE LIGHT COMPANY OWNED AND MAINTAINED EOUIPMENT - (CONtiNUEd)

Monthly Rate Per Unit - (Continued)

Nominal Lamp Wattaqe

UNMETERED ENERGY FOR CUSTOMER OWNED AND MAINTAINED EQUIPMENT

NominalkWh
Energy Usage

oer Unit oer Month

29
46
67
100
155

Distribution Charge
per Unit

(c)

(c)

(c)

(c)

(D)
(D)
(D)
(D)
(D)

70
100
150
250
400

$2.57
$2.57
$2.57
$2.57
$2.57

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under. the

provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTRIC CHARGES

The Supply Charges for Rate UMS - Unmetered Service customers will be updated through competitive requests

tor proposät as dðscribed in Rider No. 8 - Default Service Supply. The Supply rate shall be determined based on

the'formula described in the "Calculation of Rate" section in Rider No. B. Applicability of the Supply rate to Rate

UMS customers shall be as described in Rider No. I and for the effective period defined in Rider No. B.

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmissìon iariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational

purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the

Distribution Charges by the Company and musl purchase their transmission and supply requirements from their

selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges

from the EGS. Any month ín which the EGS becomes unavailable or during which the customer has not chosen

an EGS , the Comþany will supply electricity at the above Distribution Charge, the Supply Charges in Rider No' 8

and the Transmission Service Charges in Appendix A'

lcl - lndicates Chânde

ISSUED: AUGUST 2,20'13

(D) - lndicates Decrease
EFFECTIVE: OCTOBER 1, 2013

(c)



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

THIRD REVISED PAGE NO.78
CANCELLING SECOND REVISED PAGE NO.78

RATE PAL - PRIVATE AREA LIGHTING - (Continued)

MONTHLY RATE - (Continued)

ELECTRIC CHARGES - (Continued)

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1

RIDERS

Bills rendered under this schedule are subject to the charges stated in any applicable rider.

LATE PAYMENT CHARGE

Bills will be calculated on the rates stated herein, and are due and payable on or before thirty days from the date

of mailing of the bill to the ratepayer. The bill is overdue when not paid on or before the due date indicated on the

bill. Anãverdue bill is subject to a Late Payment Charge oÍ 1.25% interest per month on the full unpaid and

overdue balance of the Company charges on the bill. The Charge shall be calculated on the overdue portions of

the Company charges on the bili and shall not be charged against any sum lhat falls due during a current billing

period.

POLES

No charge is made for wood poles used jointly for street lighting and lhe support of the Company's general

distributión system or for tubular steel poles, trolley type, used jointly for street lighting and the support of trolley

span wires.

Where the installation of one (1) or more wood poles is required to serve the customer, the customer has the

option to install the pole(s) at his own expense in accordance with SPECIAL TERM AND CONDITION NO' 2 or

the Company will install, own and maintain the pole(s) and bill the customer at the monthly rate of $8.95 for each

pole required.

SPECIAL TERMS AND CONDITIONS

1. The above charges include installation of standard Company facilities including lamps, fixtures

or luminaries, brackets and ballasts, all when installed on the overhead distribution system. The

above charges include normal operation and maintenance. Normal operation and maintenance

does not include periodic tree trimming around the fixture or luminaire.

Z. Where it is necessary to install wood, melal, or ornamental poles, or other special facilities or

services not in conformance with the Company's standard overhead practice, the additional cost

shall be borne by the customer. Title to all facilities, except as noted below, shall vest in the

Company.

3. All facilities used in providing street lighting service shall be and remain the property of the

Company and may be removed upon termination of service.

4. The customer agrees that the facilities installed under this rate shall not be removed or

converted, or the use thereof discontinued by the customer, except upon payment to the

Company of the original investment in such facilities, less depreciation to the date of

discontinuance of such facilities, less salvage, plus the cost of removal.

lC) - lndicates

(c)
(c)

(D)

ISSUED: AUGUST 2,2013

(D) - Indicates Decrease
EFFECTIVE: OCTOBER 1, 2013



DUQUESNE LIGHT COMPANY SUPPLEMENT NO.81
TO ELECTRIC _ PA. P.U,C. NO. 24

THIRD REVISED PAGE NO.79A
CANCELLING SECOND REVISED PAGE NO.79A

RS RH RA GS/GM GMH GL GLH L HVPS AL SE SM SH UMS PAL

Rider No. 1 X X X X X X X X X X X X X X X

Rider No. 2 X X X X
Rider No. 3 X X X X X

Rider No. 4 X X X X

Rider No. 5 X X X
Rider No. 6
Rider No.7 X X X X X X X X X X X X X

Rider No. I X X X X X X X X X X X

Rider No. 9 X X X X

Rider No. 10 X X X X X X X X X X X X X X X

Rider No. 11 X X

Rider No. 12 X X

Rider No. 13 X
Rider No. 14 X
Rider No. 15 X X X X X X X X X X X X X X X

Rider No. 154 X X X X X X X X X X X X X X X

Rider No. 16 X X X X X

Rider No. 17 X X X X

Rider No. 18 X X X X X X X

Rider No. 20 X X X X X X X X X X

Rider No. 21 X X X X X X

Rider No. 22 X X X X X X X X X X X X X X X

Aooendix A X X X X X X X X X X X X X X X

Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider
Rider

No.
No.
No.
No.
No.
No.
No.
No.
No,
No.
No.
No.
No.
No.
No.
No.
No.
No.
No.

1

2
3
4
5
6
7
8
I
10
11

12
13
14
15
154
16
17
18

STANDARD CONTRACT RIDERS - (Continued)

RIDER MATRIX

Rider Titles

Consumer Education Surcharge
Untransformed Service
School and Government Service Dìscount Period
Budget Billing HUD Finance Multi-Family Housing

Universal Service Charge
Temporary Service
SECA Charge
Default Service Supply
Day-Ahead Hourly Price Service
State Tax Adjustment
Street Railway Service
Billing Option - Volunteer Fire Companies and Nonprofit Senior Citizen Centers

General Service Separately Metered Electric Space Heating Service

Residential Service Separately Metered Electric Space and Water Heating

Energy Efficiency and Conservation and Demand Response Surcharge

Phase ll Energy Efficiency and Conservation Surcharge
Service to Non-Utility Generating Facilities
Emergency Energy Conservation
Rates for Purchase of Electric Energy f rom Customer-Owned Renewable
Resources Generating Facilities

THESE PAGES INTENTIONALLY LEFT BLANK

Smart Meter Charge
Net Metering Service
Pension Rate Adjustment Mechanism
Transmission Service Charges

(c)

Rider No. 20
Rider No. 21

Rider No. 22
Appendix A

(C) - lndicates Chanoe
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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Cr=

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO.5 - UNIVERSAL SERVICE CHARGE - (Continued)
(Applicable to Rate Schedules RS, RH and RA)

CALCULATION OF CHARGE - (Continued)

previous year at normalized annual sales volumes. The projected customer additions to
the CAP program during the Computational Year will be based on the number of CAP

customers receiving a discount at the end of the Reconciliation Year plus a projection of

the average monthly number of CAP customers during the Computational Year. The
projected number of CAP customers will include net additions to the program (additions

minus exits), an estimate of the average monthly number of auto-enrolled customers
receiving a discount, and a projection of customers enrolled through expected changes in

policy (e.g. changes in the definition of poverty, changes in regulatory mandates). An

auto-enrolled customer is not considered to be a CAP participant for purposes of this
Rider unless and until the customer has completed the CAP enrollment process. The
projected CAP program costs will include the estimated costs for new applications,
maintenance and annual recertification, and the projected CAP pre-program arrearages
to be forgiven and written off during the USC Computational Year.

. Smart Comfort Program [Low lncome Usage Reduction Program ("LlURP")]: LIURP

costs will be calculated based on the projected number of homes that participate in the

usage reduction program and the average cost per visit.
. Customer Assistance and Referral Evaluation Services ("CARES"): CARES costs will be

calculated based on the projected annual Community Based Organization ("CBO")
program costs and CBO costs for administering the program.

. Hardship Fund: Hardship Fund costs will be calculated based on the projected annual
program costs and CBO costs for administering the program'

. Any other replacement or Commission-mandated Universal Service Program or low

income program that is implemented during the Reconcilaition or Computational Year.

A credit to reduce CAP customer discounts included in the USC to the extent that the monthly

CAP enrollment level exceeds 41,650 customers. Specifically, the recoverable CAP

discounts will be reduced by the number of CAP participants in excess of 41,650 times the

average CAP credit and arrearage forgiveness cosls times 10.43%. The participation level

above which the offset shall be applied will be reset in each distribution rate case.

The over- or under- collection of actual Universal Service Program costs and revenue that

result from the billing of the USC during the USC Reconciliation Year (an over-collection is

denoted by a positive E and an under-collection by a negative E), including applicable

interest. lnterest shall be computed monthly at the statutory legal rate of interest, from the

month the over or under collection occurs to the effective month that the over collection is

refunded or the under collection is recouped.

(l)

(t)

E-

(l) - Indicates lncrease
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. I - DEFAULT SERVICE SUPPLY - (Gontinued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE, SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

Lighting (Rate Schedules SM, SH and PAL) - Lamp wattage as available on applicable rate schedule.

(C) - lndicates Chanoe

(c)

Application Period

Wattaqe

Nominal
kWh Energy Usage

per Unit
per Month

06/01/2013
through

11t30t2013

12t01t20'13
through

05t3112014

0610112014
through

11t30t2014

12t01t2014
through

05t31t2015

Supplv Charqe 0 per kwh 3.9258 X.XXXX X.XXXX X.XXXX

Fixture Charge $ Month
Mercury Vapor

100 44 1.73 X.XX X.XX X.XX

175 74 2.91 X.XX X.XX X.XX

250 102 4.00 X.XX X.XX X.XX

400 161 6.32 X.XX X.XX X.XX

1 000 386 15.15 X.XX X.XX X.XX

Hiqh Pressure Sodium
70 29 1.14 X.XX X.XX X.XX

100 50 1.96 X.XX X.XX X.XX

150 71 2.79 X.XX X.XX X.XX

200 95 3.73 X.XX X.XX X.XX

250 110 4.32 X.XX X.XX X.XX

400 170 6.67 X.XX X.XX X.XX

1 000 387 15.19 X.XX X.XX X.XX

Flood Liqhtinq - Unmetered
70 29 1.14 X.XX X.XX X.XX

100 46 1.81 X.XX X.XX X.XX

150 67 2.63 X.XX X.XX X.XX

250 '100 3.93 X.XX X.XX X.XX

400 155 6.08 X.XX X.XX X.XX

Liqht-Emittinq Diode (LED)
43 15 0.59
67 24 0.94
106 37 1.45
118 42 1.65
196 69 2.71

256 90 3.53

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO.8 - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE, SM, SH' UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continuedl

The Company will provide default service supply under this Rider by obtaining the requirements from suppliers

through comþetitive procurements using a Request for Proposal ("RFP") process. The charges for DSS

calculated based on the results of the RFP process for service under this Rider will be effective as defined above.

DSS obtained through the RFP process includes energy, capacity, transmission and distribution line losses,

congestion and congéstion management cosls, Alternative Energy Credits ("AECs"), ancillary services, PJM grid

mañag"rent chargés and other luch services or products that are required to provide default service to the

Compãny's customers including Auction Revenue Rights and Financial Transmission Righls ("ARRs/FTRs").

OSS stráll not include transmiðsion service within Duquesne's zone. Duquesne will be responsible for and

continue to provide network integration transmission service. The applicable charges for transmission service are

defined in Appendix A of this Tariff.

Service under this Rider No. I - Default Service Supply shall commence in accordance with the switching

protocols in Rule No. 45.1.

PROCUREMENT PROCESS

The Company will conduct separate RFP solicitations for DSS for each customer procurement group under this

Rider. The customer procurement groups for the RFP solicitations are defined as residential and lighting, small

commercial and indusirial and medìum commercial and industrial. The small commercial and industrial group

includes those customers with monthly metered demand less than 25 kW. The medium commercial and industrial

group includes those customers with monthly metered demand equal to or greater than 25 kW and less than 300

[W. 
'ffre 

RFP process will be bid separately to ensure that there is no cross subsidization.

The Company will update the rates for the DSS according to the schedule in the above tables. The Company will

issue RFþs prior to the beginning of each Application Period to update the default service supply rates' The

updated rates will be based on the new price(s) available from the winning suppliers through the RFP process.

The rates wilt include a reconciliation adjustment as described in the "Calculation of Rate" section of this Rider. ln
the month prior to the beginning of each Application Period, the Company will file new DSS charges with the

Pennsylvania Public Utility Commission ("Commission") for the subsequent Application Period, and, upon

Commlssion approval, these charges shall become effective on the first day of the following month'

The load of the customer procurement group for the RFP will be divided into Tranches. Winning suppliers will

provide DSS for the percentage of OSS toad corresponding to the number of Tranches won in the RFP.

buquerne seeks to procure all Tranches in the RFP process pursuant to the RFP schedule approved by the

Commission.

The selection of bids will be submitted to the Commission for its approval or rejection within one business day

after submittal. lf the bids are not acted on by the Commission within one business day, the Company may

proceed on the basis that they are approved and award the bids pursuant to 52 Pa. Code $ 54.188(d).

(c) - Indicates Chanqe

(c)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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STANDARD CONTRACT RIDERS' (Continued)

RIDER NO.1O - STATE TAX ADJUSTMENT

(Applicable to All Rates)

ln addition to the charges provided in this Tariff, a two-part surcharge will apply to all bills rendered by the

Company, pursuant to tne Pennsylvania Public Utility Commission authorization of March 10, 1970, to
comþensate the Company for new and increased taxes imposed by the General Assembly'

Part 1 of the surcharge, at a rate of 0.0000% will include Capital Stock Tax, Corporate Net lncome Tax, and
public Utility Realty Táx, which will be applied to the distribution charges of customer bills.

part 2 of the surcharge, at a rate of 0.0000% will include Gross Receipts Tax and will be applied to all portions of

customer bills.

The Company will recompute the surcharge using the elements prescribed by the Commission's March '10, 1970'

authorization:

1. Whenever any of the tax rates used in computing the surcharge is changed, in which case the

recomputation shall take into account the changed tax rate.

2. Whenever the Company makes effective increased or decreased rates (other than net energy

clause), in which case t-he recomputation shall take into account the adjustments prescribed by

the Commission's March 10, 1970, authorization.

3. On December 22, and each year thereafter.

Every recomputation made pursuant to the above paragraph shall be submitted to the Commission within ten (10)

days after the occurrence of the event or date which occasions such recomputation: and if the recomputed

suicharge is less than the one then in effect the Company will, and if the recomputed surcharge is more than the

one theñ in effect the Company may, accompany such recomputation with a Tariff or supplement to reflect such

recomputed surcharge, the effective date of which, shall be ten (10) days after filing.

lC) - lndicates Chanoe

(c)
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STANDARD CONTRACT RIDERS' (Continued)

RIDER NO. 16. SERVICE TO NON-UTILITY GENERATING FACILIT¡ES

(Applicable to all General Service Rates Except Non-Demand Metered GS/GM Customers)

The following applies to non-utility generating facilities including, but not limited to cogeneration and small power

production tãc¡tities that are quatiiieO in accord with Part 292of Chapter l, Title 18, Code of Federal Regulations

iquatifying facitity). Etectric energy will be delivered to a non-utility generating facility in accord with the following:

A. DEFINIT¡ONS

Supplementary Power is electric energy and capacity supplied by the Company or by an Electric

Gehäration Sufplier (EGS) to a non-utility generating facility and regularly used in addition to that electric

energy which ihe non-utility generating facility generates itself. The Company's regular and appropriate

Geneial Service Rates wil -be 
utilized for billing for Supplementary Power. Customers purchasing

Supplementary Power from an EGS will be billed for charges according to their applicable rate and billing

arrangement with their EGS.

Back-Up Power is electric energy and capacity supplied by the Company to a non-utility generating facility

during ány outage of the non-utility generating facility's electric generating equipment to replace electric

energy orðinarily generated by the non-utility generating facility's generating equipment.

Base Period is the twelve consecutive monthly billing periods applicable to the customer ending one

month prior to the installation of new on-site generation or increase in capacity to existing on-site supply.

Contract Demand is the maximum electrical capacity in kilowatts that the Company shall be required by

the contract to deliver to the customer for Back-Up Power. A Contract Demand may be established for

Supplementary Power to the customer's facility'

Supplementary Power Billing Determinants are the monthly billing period billing demand in kilowatts

(kwj and the energy usage in kilowatt-hours (kWh) for Supplementary Power during the current billing

montlr under which ttre on-!¡te generation is operable. The Supplementary Power kW shall not exceed the

Contract Demand kW for Supplementary Power, if applicable'

Back-Up Power Billing Determinants are the monthly billing period billing demand in kilowatts (kW) and

energy usage (kWh) in èxcess of those provided as Supplementary Power. lf a Contract Demand exists for

Supp-lêmentary Power, the Back-Up Billing Determinants are the kW and kWh in excess of the

Supplementary Power Contract Demand.

Distribution Base Period Billing Determinants are the billing demand (kW) and the energy usage (kWh)

for the month in the Base Period corresponding to the current billing month under which the on-site

generation is operable. For new customers, the Company will use existing procedures to estimate Base

Period Billing Determinants.

Supply Billing Determinants for customers on Rate Schedules GL, GLH, L and HVPS are the billing

OemänO (kW)ãnd energy usage (kWh) during the current billing month then in effect under Rider No. 9.

Supply Bùling Determ¡nãñts for customers on Rate Schedule GS/GM and GMH shall be the same as those

defined above for Distribution.

(C) - lndicates Chanoe

(c)

(c)

(c)

(c)
(c)

(c)

(c)
(c)

(c)
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STANDARD CONTRACT RIDERS' (Continued)

RtpER NO. 16 - SERVTCE TO NON-UTILITY GENERATING FACILITIES - (Continued)

(Applicable to all General Service Rates)

B. BACK-UP POWER

The Company will supply such service each month at the following rates:

DISTRIBUTION

A distribution charge of 92.S0 per kW shall be applied to the Back-Up Power Billing Determinants for Back-Up

Power.

The distribution charges will be applied in each month based on the customer's Contract Demand without

regard to whether or not back-up energy is supplied.

SUPPLY

ln any month that the Company provides energy to back up the customer's equipment, supply service shall be

supplied and billed under Rider No. 9 for customers with Contract Demand of 300 kW or more. For customers

naving Contract Demand of less than 300 kW, the Company will bill the applicable supply demand and energy

charges then in effect under Rale Schedule GS/GM.

The use of backup power at this price levelwill be limited Io 15% usage for all hours in a year. lncremental usage

above this limit witt Ue billed on the applicable general service rates, including all ratchets applicable.

lf a customer's actual kw demand at the time back-up is being supplied exceeds the customer's back-up contract
Demand by 5% or more, the actual kW demand as established will become the customer's new back-up Contract

Demand fór the remaining term of the back-up contract. lf a customer's actual kW demand at the time back-up

service is being supplied ðxceeds the customer's back-up Contract Demand by 10% or more, the customer will be

assessed a feó determined by the difference between the actual demand established when back-up service is

being supplied and the back-up Contract Demand multiplied by two times the applicable charge per kilowatt.

C. INTERCONNECTION

Each non-utility generating facility will be required to install at its expense or pay in advance to have the Company

install interconnection equipmeni and facilities which are over and above that equipment and facilities required to

provide electric service io the non-utility generating facility according to the Company's General Service Rates,

äxcept as noted below. Any such equipmènt to be installed by the non-utility generating facility must be reviewed

and approved in writing by the Company prior to installation. Nothing in this Rjder shall_exempt a new customer

from t'he application of Ruie No. 7 and Rule No. 9 regarding Supply Line Extensions and Relocation of Facilities.

However, customers may elect to pay the cost of existing or newly required transformation equipment that is over

and above that equipment necessary for the Company to supply the customer with its contracted Supplemental
power via a monthly charge rather than in total at the onset of the contract. The monthly charge for

transformation equipment for customers with contract demand under this rider of 5,000 kW or more will be

determined by the Company on a case-by-case basis. For all others, the rale of $0.2523 per kW per month will

apply.

(c) - lnd¡cates Chanqe

(c)
(c)
(c)
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OR]GINAL PAGE NO.1128

STANDARD CONTRACT RIDERS - (Continued)

RIDER NO.22 - PENSION RATE ADJUSTMENT MECHANISM

(Applicable to all Rate Schedules)

PURPOSE

The Pension Rate Adjustment Mechanism is instituted as a cost adjustment instrument to modify, no more

frequently than annually, the Company's base distribution rates to align future pension funding requirements with

pension äxpense currently being recovered in base distribution rates as approved by the Commission at Docket

No. R-2013-2372129.

APPLICABILITY

The Pension Rate Adjustment ("PRA") will be calculaled independently for each applicable rate schedule in the

Tariff using a Rate Class Factor. The Rate Class Factor is the share of each rate classes' pension expense

recovered tfrrougtr base rates. The PRA will be calculated based on the allocated share of the change in pension

expense funding for each rate class using the Rate Class Factor. The allocated change shall be computed for

ea'ch rate classãnd applied to the applicable class billing units and will be used to reduce distribution rates in the

applicable rate schedules in the event lhat the Company's current pension funding is reduced below the amount

that was used to establish pension expense approved by the Commission in the Company's base rate proceeding

at Docket No. R-2019-2372129. Accordingly, if the Company implements the PRA to reduce pension expense

recovery and its pension costs increase, the Company will use the PRA to recover subsequent increases in

pensionexpenses up to the levelof pension expense included in base rates at Docket No. R-2013-2372129'

ADJUSTMENT TO BASE RATES

The PRA will be an adjustment to distribution rates as measured from the Base Expense Level and shall be

determined in accordance with the formula set forth below and shall be applied to the applicable billing units once

il becomes effective. The difference between the pension expense by rate class and the updated pension

expense atlocated to each rate class shall be the basis to calculate the adjustment to the applicable rate' The

rate adjustment will be the difference divided by the billing units.

The PRA shall be applied to customers' bills as a non-bypassable adjustment and shall remain in effect until

revised by the Compäny. The PRA will be made to the applicable distribution rates and become effective in sixty

(60) days from the filing date.

PRA = { ((PEL- BEL). RCF)/BU }

Where PRA = Pension Rate Adjustment to be applied to the applicable distribution billing unit of each

Rate Schedule under this Tariff.

PEL = The Projected Expense Levelfor the upcoming twelve (12) month period. The twelve (12)

month period for which the Pension Funding Level will be determined shall be the twelve
(12) months ending no later than fifteen (15) months from the beginning of the calendar
quarter during which the filing is made. The Pension Expense Level shall be fifty percent

(50%) of the Projected Funding Level.

(c) - lndicates Chanqe

(c)
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO.22 - PENSION RATE ADJUSTMENT MECHANISM - (Continued)

(Applicable to all Rate Schedules)

ADJUSTMENT TO BASE RATES - (Continued)

The Company's Base Expense Level as defined in the base rate case proceeding at
Docket No. R-201 3-23721 29.

(c)

BEL =

RCF = Rate Class Factor for each rate schedule as stated below:

Rate Schedule Rate Class Factor
Rate RS 57.8%
Rate RH 4.7%
Rate RA 0.6%
Rate GS 2.0%
Rate GM < 25 kW 4.4%
Rate GM > 25 kW 10.3%
Rate GMH < and > 1.5t/"
Rate GL 10.5
Rate GLH 1.7%
Rate L 3.7%
Rale HVPS O.0t/"
Rate SE 0.2%
Rates AL, SM, SH and PAL 2.4%
Rate UMS 0.1%

BU= The Billing Units shown in the Company's base rate proceeding at Docket No. R-20'13-

2372129. The following table summarizes the applicable Billing Units and affected rate for
each rate schedule.

Rate Schedule Billinq Unit Rate
Rate RS kwh 0/kwh
Rate RH kwh o/kwh
Rate RA kwh o/kwh
Rate GS kwh o/kwh
Rate GM < 25 kW kwh o/kwh
Rate GM > 25 kW kwh o/kwh
Rate GMH < and 2 kwh o/kwh
Rate GL kwh $/kw
Rate GLH kwh o/kwh
Rate L kwh $/kw
Rate HVPS Bills $/Month
Rate AL Bills $/Month
Rate SE Fixtures $/Fixture/Month
Rates SM, SH and PAL Fixtures $/Fixture/Month
Rate UMS Bills $/Month

(C) - lndicates Chanqe
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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STANDARD CONTRACT RIDERS - (Continued)

R¡DER NO.22 - PENSION RATE ADJUSTMENT MECHANISM - (Continued)

(Applicable to all Rate Schedules)

UPDATE

Filing a PRA for the Commission's approval is at the sole discretion of the Company.

The PRA will be updated no more frequently than annually.

Subsequent filings will compute the change in distribution rates as measured from the Base Expense Level as

established in the Company's base rate proceeding at Docket No. R-2013-2372129.

MISCELLANEOUS

This Rider will not increase base distribution rates grealer than those established in the Company's base rate
proceeding at Docket No. R-2013-2372129.

The Company will not seek to recover through this Rider pension costs in excess of those approved in the base

rate case proceeding at Docket No. R-2013-2372129.

The PRA will be added to the applicable rate and not shown as a separate line item on the bill.

This Rider is applicable to the defined distribution units and is not subject to reconciliation.

The Rate Class Factors defined in this Rider will remain the same until revised by the Company in its next base

rate proceeding.

Adjustments to rates pursuant to this Rider are subject to review and approval by the Commission.

Minimum bills shall not be reduced by reason of the PRA, nor shall charges hereunder be part of the monthly rate

schedule minimum.

(c) - lndicates Chanqe

(c)
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APPENDIX A

TRANSMISS¡ON SERVICE CHARG ES

(Applicable to All Rates)

The Company will provide and charge for transmission service consistent with the PJM Open Access

Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission (FERC) for customers

who receive Default Service from the Company. Customers taking Default Service from the Company shall be

charged in accordance with the charges of the applicable rate schedules stated below. These charges shall also

apply to riders applicable to each rate schedule.

MONTHLY RATES

Rate Class
Energy Charge

$/kwh
Demand Charge

$/kw
Monthly Charge

Per Fixture
Monthly Gharge

Per Fixture
RS $0.014587
RH $0.006577
RA $0.014550
GS $0.008338
GM <25KW s0.006195 $1.09
GM => 25 kW $0.007361 $1.44
GMH < 25 kW $0.007343 $1 .21(')

GMH => 25 kW $0.005822 $4.04(')
GL $3.1 2

GLH $3.18
L $3.17
HVPS $3.17
AL $0.003455
SE $0.001139
UMS $0.000061 $5.18

Rate Class
By Wattaqe SH and PAL SM

Mercurv Vapor
100 $0.12
175 $0.20
250 $0.28

400 $0.¿+
1 000 $1.05

Hiqh Pressure Sodium
70 $0.04 $0.08

100 $0.07 $0.1 4

150 $0.1 0 $0.1 e

200 $0.1 4

250 $o.l s $0.30
400 $0.24 $0.46

1 000 $1 .05

(1) June through September

(c) - Indicates Chanqe
ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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APPENDIX A - (Continued)

TRANSMISSTON SERVICE CHARGES - (Continued)

(Applicable to All Rates)

MONTHLY RATES - (Continued)

Rate Class
Energy
Charge
$/kwh

Demand Charge
$/kw

Monthly Charge
Per Fixture

Monthly Charge
Per Fixture

Flood Lighting -

Unmetered
70 $0.04

100 $0.06
150 $0.0e
250 $o.t¿
400 90.22

Liqht-Emittinq Diode (LED)
43 $0.00 $0.00

67 $0.00 $0.00
106 $o.oo $o.oo

118 $0.00 $0,00

196 $0.00 $0.00

256 $0.00 s0.00

BILLING DEMAND

Billing Demand subject to Transmission Service Charges for customers taking service under Rate Schedules

GS/dM and GMH sñall be the same as that determined for distribution and supply charges under the applicable

rate schedules.

Billing Demand subject to Transmission Service Charges for Customers taking service under Rate Schedules GL,

GLH;L, HVpS and UH¡S strall be the customer's daily network service coincident peak load contribution in MW'

This quantity is determined based on the customer's load coincident with the annual peak of the Duquesne Zone

(single coincident peak) as defined in the PJM Tariff Section 34'1.

ANNUAL UPDATE

The Transmission Service Charges (TSC) defined herein will be updated effective June 1't of each calendar year

or more often upon determination that the rates then in effect would result in a significant over or under collection.

On or about May 1'r, the Company will file revised TSC rates with the PA Public Utility Commission (Commission)

defining rates in effect from June 1 to May 31 of the following year, the computation year. These rates shall be

determ'íned based on the projected reveñue requirement for the computation year, the projected cost of PJM

charges and the over or undei collection of expenses based on actual TSC revenue and expense incurred up to

tr¡arc-h 1 of each filing year. The revenue requirement and over or under collection shall be allocated to each rate

class based on the class contribution to the Company's coincident peak load (1CP) and Default Service share of

the 1Cp load from the previous calendar year. The costs for ancillary services and PJM administrative expenses

are included in the Default Service Supply rates defined in Rider No. 8. The costs for ancillary services and PJM

administrative expenses for rate classes GL, GLH, L and HVPS will be billed in accordance with Rider No' 9. The

rates applicable to each Rate Schedule shall be determined in accordance with the following formulas.

lC) - lndicates Chanoe

(c)

(c)

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013

(c)
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APPENDIX A - (Continued)

TRANSMISSION SERVICE CHARGES - (Continued)

(Applicable to All Rates)

ANNUAL UPDATE - (Continued)

For Rate Schedules RS, RH, RA and applicable Riders:

rsc-kwh = {(ncnn-""") /Rcsales}.{tr(t-r) }

For Rate Schedules GS/GM and GMH with monthly Billing Demand less than 25 kW:

Non-Demand Metered:

rsc-kwh = {(ncnn-""") /ncsales}.{tl(t-r) }

Demand Metered:

rsc-kw = { ((ncnn-""") x50%) /RcDe'ano}.i tl(t-r) }

For Rate Schedules GS/GM and GMH with monthly Billing Demand less than 25 kW: - (Continued)

Demand Metered: - (Continued)

rsc-kwh = {((ncnn-""") x 50%) /ncsales}.{tr(t-r) }

For Rate Schedules GS/GM and GMH w¡th monthly Billing Demand equal to or greater than 25 kW

rsc-kw = {((ncnn-""") x50%) /Rcoemano}.itr(t-r) }

rsc-kwh = {((ncnn-""") x 50%) /ncsales}"{tr(r-r) }

For Rate Schedules GL, GLH, L, HVPS:

rsc-kw = {(ncnn-""") /(ncrcPX12)}.{tr(t-r) }

For Rate Schedule UMS:

rsc'kw = { (RoRR -"e") t(Rc1cP x 12)}. { tl(r-r) }

(C) - lndicates

(c)

|SSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013

(c)
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APPENDIX A - (Continued)

TRANSMISSION SERVICE CHARGES - (Continued)

(Applicable to All Rates)

ANNUAL UPDATE - (Continued)

For Rate Schedules AL, SE, SM, SH and PAL:

The annual revenue requirement and over or under collection shall be allocated to each rate class for cost
recovery based on the rate class contribution to the coincident peak load from the previous calendar year. PJM
charges that are load based will also be allocated to each rate class for cost recovery based on the rate class
contribution to the coincident peak load. PJM charges that are energy based will be billed on a per kWh basis.
All such charges will be adjusted for Pennsylvania gross receipts tax. For rate schedules SM, SH and PAL, a
kWh charge will be determined to recover the allocated revenue requirement and PJM charges. An equivalent
fixed monthly charge will be determined based on the monthly kWh usage applicable for each fixture.

Where:

TSC Transmission service charge to be applied to all Transmission billing units (either kWh or
kW, as indicated.)

RCRR Projected total revenue requirement and PJM charges established for the computation
yearofJunel'tthroughMay3l"r,correspondingtothePJMplanningyear. Therevenue
requirement shall be allocated to the specific rate classes by applying the ratio of the
RCl CP to the Duquesne Zone 1CP for the prior year. PJM charges shall be allocated to
each rate class on the basis incurred (i.e. 1CP, kW, kWh).

(c)

"e"

RCSales

RCDemand =

RClCP

T

(C) - lndicates Chanqe

Total over or under collection calculated by comparing total TSC revenues billed to the
specific rate class during the reconciliation year of the twelve month period ending
February 28th or 29rh to the total charges billed by PJM under its OATT as approved or
accepted by FERC and allocated to the specific rate class based upon its Default Service
share of the Duquesne Zone 1CP for the prior year, including applicable interest. lnterest
shall be computed monthly at the statutory rate, from the month the over or under
collection occurs to the effective month that the over collection is refunded or the under
collection is recouped.

Projected kWh sales for the specific rate class for the computation year.

Projected kW billing demand for the specific rate class for the computation year.

Rate Class load coincident with the peak hour of the peak day of the Duquesne Zone
during the calendar year prior to the computation year.

The total Pennsylvania Gross Receipts Tax rate in effect during the billing month,
expressed in decimal form.

ISSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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ORIGINAL PAGE NO. 1164

APPENDIX A - (Gontinued)

TRANSMISSION SERVICE CHARGES - (Continued)

(Applicable to All Rates)

MISCELLANEOUS

Minimum bills shall not be reduced by reason of the TSC, nor shall charges hereunder comprise any portion of a
monthly rate schedule minimum. The TSC shall not be subject to any credits or discounts and shall not be
affected by the State Tax Adjustment Surcharge (STAS).

The Company shall file a report of TSC collections within thirty days following the conclusion of each computation-
year quarter, These reports will be in a form prescribed by the Commission.

Application of the TSC shall be subject to review and audit by the Commission at intervals it shall determine. The
Commission shall review the level of charges produced by the TSC and the costs included therein.

(C) - lndicates Chanqe

(c)

|SSUED: AUGUST 2,2013 EFFECTIVE: OCTOBER 1, 2013
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louoursne LrcHT ooMPANY SUPPLEMENT ruO.7€9L
TO ELECTRIC- PA. P.U.C. NO.24

PAGE NO.2

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES

Pases No. 2A throuoh 2D were added to the Tariff.

Cancellino Flcvised Paoe No- 3

Paoes No. 2A throuqh 2D were added to the Table of Contents.

Rider No.22 - Pension Rate Adiustment Mechanism. Orioinal Paqes No. 1128. 112C and 112D. was added to
the Table of Contents.

Due to repaoination. Paoe No. 1 164 was added to the Table of Contents.

Orioinal Paoe No- 234

Lanouaoe has been modified to reflect the current ooerations of the Companv'

Lanouaoe has been modified to reflect the addition of "Service Voltaoe Less than 138 Kv" and "Service Voltaoe
138 Kv and Greater."

The "Next 10.000 kilowatts of Demand" block has been eliminated from the Rate Schedule.

A Fixed Monthlv Charoe has been added under "Service Voltaoe 138 Kv and Greater."

Lanquaoe has been modified in the second paraoraph under "Contract Provisions" to reflect the elimination of the
10.000. 25.000 and 750.000 kilowatt-hour blocks under the Enerov Charoe.

Lanouaoe has been modified lo replace the word "Capacitv" with the word "Demand."

Lanouaoe has been modified to include Liqht-Emittino Diode (LED) fixtures and pricino.

Currentlv aoproved lanouaoe has been moved to accommodate the addition of the Lioht-Emittino Diode (LEDI

fixtures and pricino information.

ISSUED: AUGUST 2.2013 EFFEcrlvE: €EEEB¡IIC|Q
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TO ELECTRIC - PA. P.U.C. NO. 24

PAGE NO.2A

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Currentlv aooroved lanouaoe has been moved to accommodate the addition of the Liqht-Emittino Diode (LED)

fixtures and oricino information.

Cancellinrl Fiflh Þa¿ra Nrr 7A

Lanouaoe has been modified to include Lioht-Emittino Diode (LED) fixtures and pricino.

Currently aooroved lanouaoe has been moved to accommodate the addition of the Lioht-Emittino Diode (LED)

fixtures and oricinq information.

Cancellino rrrlh Flevised Paoe No- 77

Currentlv approved lanouaoe has been moved to accommodate the addition of the Liqht-Emittinq Diode (LED)

fixtures and pricino information.

Cancellino Flaviscd Paaa No- 70Â

Rider No. 22 - Pension Rate Adiustment Mechanism has been added to the Rider Matrix.

The Table has been modified to include Lioht-Emittinq Diode (LEDI fixtures and oricino.

Currentlv aporoved lanquaoe has been moved to accommodate the addition of the Lioht-Emittino Diode (LED)

fixtures and oricino information.

Cancellino Seeond Þarra Na RRFI

Currentlv aooroved lanouaoe has been moved to accommodate the addition of the Liqht-Emittino Diode (LED)

fixtures and pricino information.

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1. 2013
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PAGE NO.28

LIST OF MODIFICATIONS MADE BY THIS TARIFF

CHANGES - (Continued)

Eiohth Revised Paoe No.94

Cancellin¡ Third Flevised Paoe No- 1Ol

Lanouaoe and definitions have been modified to reflect current ooerations of the Comoanv.

Rider No. 16 - Service to Non-Utilitv Generatino Facilities Foufih Revised Paqe No. 102
Cancellino Third Revised Paoe No- 102

Lanouaoe has been modified to remove the "Contract Demand" under B. Back-Uo Power.

Languaoe has been modified to add a distribution charge to be applied to the Back-Uo Billing Determinants for
Back-Uo Power under B. Back-Uo Power.

Hider No. 22 - Pension Rate Adiustment Mechanism Oriolnal Paoe No. 1128
ôriainal Paoe No- l12C
Orioinal Paoe No- 112D

Rider No. 22 - Pension Rate Adiustment Mechanism has been added to the Tariff.

Caneellino Elarriea¿l Þaaa Nn lll

Fifth Revised Paoe No- 115
Cancellina Forrrlh Flevised Paoe No- 115

Savenlh Flevised Þaae No- ll6
Cancellino Sixth Revised Paoe No- 116

Orioinal Paoe No- 1164

Currently aooroved lanouaoe has been moved to acóommodate the addition of the Light-Emittino Diode (LED)
fixtures and oricino information.

ISSUED: AUGUST 2.2013 EFFEcrlvE : @[9E EBIJE!.Í!
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PAGE NO.29

LIST OF MODIFICATIONS MADE BY THIS TARIFF

GHANGES - (Continued)

Cancellino Fourth Revised Paoe No- 114

The table has been modified to include Lioht-Emittino Diode (LED) fixtures and pricino.

Appendix A - Transmission Service Charoes Orioinal Paqe No. 1164

Orioinal Paoe No. 1164 has been added to the Tariff to accommodate the addition of the Lioht-Emittino Diode
(LED) fixtures and oricino information.

INCREASES

Rate RS - Residential Service Sixth Revised Paoe No. 32
Cannellinn Fifth Rcvisc¡l Parle Nn- 12

Cancellino Fifth Revised Paoe No- 34

Rate RA - Residential Service Add-On Heat Pump Sixth Revised Paoe No. 37
Cancellino Fifth Revised Paoe No.37

Caneellino Forrrlh Flevised Paoe No- 4O

Cancellino Fourth Revised Paoe No- 43

Eiohth Revised Paoe No- 44
Canccllin¡l Sevanlh Pcviscd Paoe No- 44

Caneellina Fourth Flevised Paoe No- 47

Caneellino rrlh Elarriea¡l Þa¡ra Nn 6.

Flarriearl Þa¡ra Nn 7R

ISSUED: AUGUST 2.2013

Caneellino

EFFECTIVE: OCTOBER 1. 2013
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PAGE NO.2D

LIST OF MOD¡FICATIONS MADE BY THIS TARIFF

INGREASES - (Gontinuedl

Unit prices have chanoed resultino in increases.

Rider No. 5 - Universal Service Gharoe Fourth Revised Paqe No. 85
Cancellino Third Revised Paoe No.85

Rider No. 5 - Universal Service Charoe has been uodated as directed in the Rider to reflect the oarticipation level
of CAP customers.

DECREASES

Rate HVPS - Hiqh Voltaqe Power Service Fifth Revised Paqe No. 57
Cancellino h Flevised Paoe No- 57

Cancellino Fifth Flawicad Þane Na AR

Rate SM - Street Liqhtinq Municipal Second Revised Paoe No. 70
Cancellino First Revised Paoe No.70

Rate SH - Street Liohtino Hiqhwav Sixth Revised Paoe No.71
Cancellino Fifth Fevised Paoe No- 71

Unit orices have chanoed resultino in decreases.

IISSUED: AUGUST 2.2013 EFFEcrlvE : @E EEI-. 20'!-Í!
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REVISED PAGE NO.3
EVISED PAGE NO.3CANCELLING
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Large Power Service.....
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RH
RA
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AGE NO.23A

RULES AND REGULATIONS - (Continued)

BILLS AND NET PAVMENT PERIODS - (Continued)

21.1 PAYMENT OF BILLS FOR RESIDENTIAL SERVICE The Company will designate a due date on its bill

which shall be a business day no less than 20 days from the date of transmittal of the bill. The Comoanv mav (ç)
accommodate chanoes to due dates for residential customers ugon written customer request and when a
demonstrated financial burden for the current due date exists MM lç)
frem the 21st day ef the menth threugh the 5th day ef the fellewing rnenth¡ the due date may be extended upen

orratepayersreceivingSocialSecurityorequivalentmonthlychecks-en
er ab,eut the first el the menth. lg}

ISSUED: AUGUST 2.2013 EFFECTIVE: p$EEEBIJE!.Í!
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F|F+++SËIREVTSED PAGE NO. 32
VISED PAGE NO.32CANCELLING

RATE RS. RESIDENT¡AL SERVICE

AVAILABILITY

Available to residential or combined residential and farm customers using the Company's standard low voltage
service for lighting, appliance operation, and general household purposes and for commercial or professional

activity where associated consumption represents less than 25% of the total monthly usage at the premise.

Available only when supplied at 240 volt (or less) single phase service through a single meter directly by the
Company to a single family dwelling or to an individual dwelling unit in a multiple dwelling structure. For the
purposes of this rate, a dwelling unit is defined as one or more rooms arranged for the use of one or more
individuals for shelter, sleeping, dining, and with permanent provisions for cooking and sanitation.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge .......

Energy Charge

......$usqil_5.00

....4€ê5P1.3961 cents per kilowatt hour

t!)

fl}

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as
described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined based on the formula
described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to residential
customers shall be as described in Rider No. I and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen
an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. I
and the Transmission Service Charges in Appendix A.

UED: EFFECTIVE: @EEBL2E!-!
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F|F+++g!XüLREVTSED PAGE NO. 34
CANCELLING FOURTH FIFTH REVISED PAGE NO.34

RATE RH. RES¡DENTIAL SERVICE HEATING

AVAILAB¡LITY

Available to residential or combined residential and farm customers using the Company's standard low voltage
service for lighting, appliance operation, general household purposes and for commercial or professional activity
where associated consumption represents less than 25% ol the total monthly usage at the premise, and as the
sole primary method of space heating except that the space heating system may be supplemented with
renewable energy sources such as solar, wind, wood, or hydro.

Available only when supplied al 240 volt (or less) single phase service through a single meter directly by the
Company to a single family dwelling or to an individual dwelling unit in a multiple dwelling structure. For the
purposes of this rate, a dwelling unit is defined as one or more rooms arranged for the use of one or more
individuals for shelter, sleeping, dining, and with permanent provisions for cooking and sanitation.

MONTHLY RATE

DISTRIBUTION CHARGES

I Customer Charge......... $7$qu_5.00 t!)

Winter Monthly Rate - For the Billing Months of November through April:

I energy Charge ...................9¿jl+l-3.5813cents per kilowatt hour

Summer Monthly Rate - For the Billing Months of May through October:

I energy Charge ...................4€€574.396lcents per kilowatt hour

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as
described in Rider No. I - Default Service Supply. The Supply rate shall be determined based on the formula
described in the "Calculation of Rate" section in Rider No. B. Applicability of the Supply rate to residential
customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

f!)

f!)

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1.2013
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FTF+++-SIXTH REVISED PAGE NO.37
CANCELLING FOURTH FIFTH REVISED PAGE NO.37

RATE RA. RESIDENTIAL SERVICE ADD.ON HEAT PUMP

AVAILABILITY

Available to residential or combined residential and farm customers using the Company's standard low voltage
service for lighting, appliance operation, general household purposes and for commercial or professional activity
where associated consumption represents less than 25% ol the total monthly usage at the premise, and an add-
on heat pump for space heating. Other energy sources may be used to supplement the add-on heat pump
provided that the supplemental energy source is thermostatically controlled to operate only when the outdoor
temperature falls to at least 40o F and the add-on heat pump cannot provide the total heating requirements.

Available only when supplied a|240 volt (or less) single phase service through a single meter directly by the
Company to a single family dwelling or to an individual dwelling unit in a multiple dwelling structure. For the
purposes of this rate, a dwelling unit is defined as one or more rooms arranged for the use of one or more
individuals for shelter, sleeping, dining, and with permanent provisions for cooking and sanitation.

MONTHLY RATE

DISTRIBUTION CHARGES

I Customer Charge........ $7S0!$l_5.00 t!)

Winter Monthly Rate - For the Billing Months of November through April:

I f nergy Charge ..................e€æ9-l¿!99 cents per kilowatt hour

Summer Monthly Rate - For the Billing Months of May through October:

I fnergy Charge ...................43654ì961cents per kilowatt hour

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for residential customers will be updated through competitive requests for proposal as
described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined based on the formula
described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to residential
customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

fI)

f!)

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1.2013
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FEUN+++.FIFTH REVISED PAGE NO.40
CANCELL¡NG THIRÐ FOURTH REVISED PAGE NO.40

RATE GS/GM. GENERAL SERV¡CE SMALL AND MEDIUM

AVAILABILITY

Available for allthe standard electric service taken on a small or medium general service customer's premises for
which a residential rate is not available.

MONTHLY RATE FOR NON.DEMAND METERED CUSTOMERS

CUSTOMER CHARGE

Customer Distribution Charge........ .....$¿e0!ü!5.00

ENERGY CHARGES

Distribution Gharge
cents per kilowatt-hour

I ntkilowatt-hours

SUPPLY CHARGES

æ0++4.998t

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained
therein.

MONTHLY RATE FOR DEMAND METERED CUSTOMERS

DISTRIBUTION CHARGES

lu

tÐ

fl) flt

tÐ(p)

flt fl)

Customer Gharge

Demand Charges

First 5 kilowatts or less of Demand

Additional kilowatts of Demand

Energy Gharges

All kilowatt-hours

GM<2sKW GM>2sKW

$go,oa$so.oo $4g.ge$oa-00

$ per kilowatt

No Charge No Charge

ru 4-9€4*f¿

0 per kilowatt-hour

1Å1€91_.2487_ e$4€g].3!25

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained
therein.

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1.2013
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PAGE NO.43
PAGE NO.43CANCELLING

RATE GMH. GENERAL SERVICE MEDIUM HEATING

AVAILABILITY

Available for all the standard electric service taken on a customer's premises for which a residential rate is not
available, where the Company's service is the sole method of space heating, and where the heat loss of the
customer's premises is calculated in accordance with the ASHRAE. Handbook of Fundamentals, and where such
calculated heat loss converted into kilowatt-hour consumption during the heating season is determined by the
Company to be at least 25% of the customer's entire electric energy requirements during the heating season.
The space heating system may be supplemented with renewable energy sources such as solar, wind, wood, or
hydro.

*American Society of Heating, Refrigerating and Air Conditioning Engineers

CUSTOMER CHARGE

Customer Distribution Charge........

WINTER MONTHLY RATE

For the Billing Months of October through May:

ENERGY CHARGES

.......$so.oe$60.00 f!)

Distribution Charge
cents per kilowatt-hour

| rulkilowatt-hours 2,Æ2.4022 l!)

SUMMER MONTHLY RATE

For the Billing Months of June through September:

DEMAND CHARGES

Distribution Gharge
$ per kilowatt

First 5 kilowatts or less of
Demand

No Charge

Additional kilowatts of
Demand

ru tÐ

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEEI-!IE!-Í!
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VISED PAGE NO.44CANCELLING

RATE GMH - GENERAL SERVICE MEDIUM HEATING - (Continued)

MONTHLY RATE - (Continued)

SUMMER MONTHLY RATE - (Continued)

For the Billing Months of June through September: - (Continued)

ENERGY CHARGES

Distribution Charge
cents per kilowatt-hour

All kilowatt-hours 1Æ1.2487

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for customers will be updated through competitive requests for proposal described in Rider
No. I - Default Service Supply. The Supply rate shall be determined based on the formula described in the
"Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to non-demand metered customers,
customers with monthly metered demand less than 25 kW and customers with monthly metered demand equalto
or greater than 25 kW shall be as described in Rider No. 8 and for the effective periods defined in Rider No. L

For purposes of determining the monthly rate for demand metered customers, Duquesne Light shall evaluate the
customer's twelve (12) most recent months of monthly metered demand for that customer available in October of
the preceding year. lf the customer's monthly metered demand is less than 25 kW in each of the twelve (12)
months, then that customer shall be charged the monthly rate for demand metered customers less than 25 kW for
the next calendar year and automatically assigned to that rate effective with their January billing. lf the
customer's monthly metered demand is 25 kW or greater for any single month of the twelve (12) month period,

then that customer shall be charged the monthly rate for demand metered customers equal to or greater than 25
kW for the next calendar year and automatically assigned to that rate as their default service rate effective with
their January billing. ln no instance shall a customer be eligible for more than one default service offering at a
time. A new customer or a customer with limited or no historical data shall be eligible for and assigned to the
applicable rate based on Duquesne Light's estimate of the customer's peak monthly metered demand for the next
twelve (1 2) month period.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

fl}

ISSUED: AUGUST2.2013 EFFECTIVE: @EEBI-@!-Q
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RATE GL. GENERAL SERVICE LARGE

AVAILABILITY

Available for all the standard electric service taken on a customer's premises where the demand is not less than
300 kilowatts.

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

DEMAND CHARGES

First 300 kilowatts or less of Demand

Additional kilowatts of Demand

$2r7ssq$a787.00

$75g-i$8.45per kW

tll

fll

ELECTRIC CHARGES

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full
Distribution Charge by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No. 45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not
chosen a supplier, the Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ED: AUGUST 2. tî1?, EFFECTIVE: OCTOBER 1. 2013
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RATE GLH. GENERAL SERVICE LARGE HEATING

AVAILABILITY

Available for all the standard electric service taken on a customer's premises for which a residential rate is not
available, where the Company's service is the sole method of space heating, and where the heat loss of the
customer's premises is calculated in accordance with the ASHRAE- Handbook of Fundamentals, and where such
calculated heat loss converted into kilowatt-hour consumption during the heating season is determined by the
Company to be at least 25% of the customer's entire electric energy requirements during the heating season.
The space heating system may be supplemented with renewable energy sources such as solar, wind, wood, or
hydro.

*American Society of Heating, Refrigerating and Air Conditioning Engineers

MONTHLY RATE

CUSTOMER CHARGE

I Customer Distribution Charge...... $4€Sq$00-00 fll

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

For the Billing Months of October through May:

ENERGY CHARGES

All kilowatt-hours

For the Billing Months of June through September:

Rate GL shallapply.

+¿$eüy!46 cents per kWh

l(l) - lndicates lncrease

fll

lrssùÈo: Aucusr 2. 201s EFFEcnvE: @EEBlJgLS!
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HATE L. LARGE POWER SERVICE

AVAILABILITY

Available for all the standard electric service taken on a customer's premises where the Contract Demand is not
less than 5,000 kilowatts.

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

DEMAND CHARGES

Service Voltaoe Less than 138 Kv:

First 5,000 kilowatts or less of Demand W

Additional kilowatts of Demand

Service Voltaqe 138 Kv and Greater:

Fixed Monthlv Charoe

$6Jsjù!2.30 per kW

S8.551,00 oer month

G)

lll
(g)

tl}

(ç)

G)

ELECTRIC CHARGES

The Company will provide and charge for Transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full
Distribution Charge by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not
chosen a supplier, the Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1.2013
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AGE NO.54CANCELLING

RATE L - LARGE POWER SERVICE - (Continued)

STANDARD CONTRACT RIDERS

For modifications of the above rate under special conditions, see "Standard Contract Riders"

CONTRACT DEMAND

The Contract Demand is the maximum electrical capacity in kilowatts that the Company shall be required by the
contract to deliver to the customer.

The customer shall not establish a demand greater than 105 percent of the individual demands specified in the
customer's contract unless written approval shall first have been obtained from the Company. lf the customer
establishes a repeated pattern of exceeding the Contract Demand, the Contract Demand may be raised to the
highest demand established for the remaining term of the contract.

CONTRACT PROVISIONS

Contracts shall be written for an original term of not less than five years for Contract Demand of 100,000 kilowatts
or less, and not less than ten years for Contract Demands in excess of 100,000 kilowatts. Effective on
January 26, 1985, such contracts shall continue in force after the expiration of the original term until one year
following the date of written notice of cancellation by either party. Such notice of cancellation may not be given
earlier than one year before the expiration of the original term.

When a customer takes delivery at 69 Kv or higher for delivery into its own electric system operated at either of
such voltages, and has a Contract Demand of at least 100,000 kilowatts, the customer may apply for service at
two or more delivery points interconnected by the customer's facilities. lf the Company is satisfied that such
multiple delivery points will protect the Company from substantial loss of load and otherwise will be consistent
with operation of the Company's system, it will provide such multiple delivery points. ln such case the various
delivery points wlll be billed as if metered at one point, but the 5,000 kilowatb {€S0e-Jcileu¡att-rand lç)
ffiiïona! kilowatt blocke of the CapasifiDemanc[-Chargq (g]
energy€har€q will be multiplied by the number of delivery points before the rates stated for them are applied. lC)

The Company reserves the right to refuse contracts hereunder if, in its judgment, its generating or transmission
capacity is no more than adequate to meet the requirements of its existing customers.

Where the customer has established an energy management and conservation program and has demonstrated to
the satisfaction of the Company that such program has resulted in a reduced demand, the Company will, upon the
customer's request, amend the contract to reflect such reduced demand for the purpose of calculating the
Minimum Charge, but in no case shall the Billing Demand be reduced to less than 5,000 kilowatts if the customer
remains on this rate.
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FOURTH FIFTH REVISED PAGE NO.57
EVISED PAGE NO.57CANCELL¡NG

RATE HVPS. HIGH VOLTAGE POWER SERVICE

AVAILABILITY

Available to customers with Contract On-Peak Demands greater than 30,000 kilowatts where service is supplied
at 69,000 volts or higher,

MONTHLY RATE

SUPPLY

Customers who elect to purchase their electric supply requirements from the Company may do so under the
provisions of Rider No. 9 - Hourly Price Service and will be billed in accordance with the terms contained therein.

DISTRIBUTION

FIXED MONTHLY CHARGE

Up to and lncluding 50,000 kW Billing Demand
50,001 kW to 100,000 kW Billing Demand
Greater than 100,000 kW Billing Demand

$+{ro$8.55!=00
$4€rdo8.oq$l r,3s8.oo
W

tp)
lÐ
tÐ

ELECTRIC CHARGES

The Company will provide and charge for Transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy requirements from an EGS will be charged the full

Distribution Charge by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the supplier becomes unavailable or during which the customer has not

chosen a supplier, the Company will supply electricity pursuant to Rider No. 9 - Hourly Price Service.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ISSUED: AUGUST 2.2013 EFFECTIVE: ocToBER 1.2013
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RATE AL. ARCHITECTURAL LIGHTING SERVICE

AVA¡LABILITY

Available for separately metered circuitry connected solely to outdoor architectural lighting equipment, with

demand of 5 kilowatts or greater, to be operated during non-peak periods.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge ........

Demand Charge ..........

Energy Charge

.. ........"*rr ffi

.e$8¿0. 1 734_cents per kilowatt hour

tÐ

fÐ

lÐ

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. I - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for Rate AL - Architectural Lighting Service customers will be updated through competitive
requests for proposal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined
based on the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate
to Rate AL customers shall be as described in Rider No. I and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company, and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen
an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. I
and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEBIJE!-9
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RATE SE. STREET LIGHTING ENERGY

AVAILABILITY

Available for the entire electric energy requirements of municipal street lighting systems where the municipality
has not less than 15,000 street lamp installations and provides forthe ownership, operation, and maintenance of

its own street lamp installations and takes its entire energy requirements for street lighting under this rate.

MONTHLY RATE

DISTRIBUTION CHARGE

I trlonthly charge per lamp.... $3S$2.57 tÐ

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained

therein.

ELECTFIC CHARGES

The Supply Charges for Rate SE - Street Lighting Energy customers will be updated through competitive
requests for proposal as described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined
based on the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate

to Rate SE customers shall be as described in Rider No. B and for the effective period defined in Rider No. 8.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who

receive Defaull Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as

defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen

an EGS, the Company will supply electricity at the above Distribution Charge, the Supply Charges in Rider No. B

and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ISSUED: AUGUST , tî14 EFFEGTIVE: OCTOBER 1. 2013
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RATE SM. STREET LIGHTING MUNICIPAL

AVAILABILITY

I Available for mercury vapor¡ an*high pressure sodium and lioht-emittino diode (LED) lighting of public streets, l9I
highways, bridges, parks and similar public places, for normal dusk to dawn operation of approximately 4,200
hours per year.

(Available for mercury vapor street lighting only where served prior to January 30, 1983, and continuously
thereafter at the same location.)

MONTHLY RATE

D¡STRIBUTION CHARGE

Monthly Rate Per Unit

Nominal Lamp Wattaoe

Mercury Vapor

100
175
250
400

1,000

Sodium Vapor

70
100
150
250
400

1,000

I Lioht-Emittino Diode (LEDI

NominalkWh
Energy Usage

oer Unit per Month

44
74
102
161

386

29
50
71

110
170
387

Distribution Charge
per Unit

$i+.{8$11.52.
$¡€-4qú.76
$1€+2$ll-99
${4*€$1240
${€4{û!_4.34

$+8,63ú!=87
${€Jsfll*gt
${€seü2.15
$+4*eüalz
${4€6.$12.97
${+sqq!_4.ef!

tÐ
tÐ
ts}
tÐ
IDI

tg}
tst
tÐ
lpI
tÐ
tÐ

to
15
24
37
42
69
90

43
67
106
118
196
256

$12.16
s't2.82
$13.97
$16.81
$18.78
$20.35

ISSUED: AUGUST 2.2013 EFFEcrlvE: @EEBI-!1E!j!

(c)
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RATE SM - STREET LIGHTING MUNICIPAL - (Continued)

MONTHLY RATE - (Continued)

I suenlvcHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

I elecrntc CHARGES-{Cenrinued}

The Supply Charges for Rate SM - Street Lighting Municipal customers will be updated through competitive
requests for proposal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined
based on the formula described in the "Calculation of Rate" section in Rider No. B. Applicability of the Supply rate
to Rate SM customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. L

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen
an EGS, the Company will supply electricity at the above Distribution Charge, the Supply Charges in Rider No. 8
and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1

RIDERS

Bills rendered under this schedule are subject to the charges stated in any applicable rider.

LATE PAYMENT CHARGE

Bills will be calculated on the rates stated herein, and are due and payable on or before thirty days from the date
of mailing of the bill to the ratepayer. The bill is overdue when not paid on or before the due date indicated on the
bill. An overdue bill is subject to a Late Payment Charge ol 1.25/" interest per month on the full unpaid and
overdue balance of the Company charges on the bill. The Charge shall be calculated on the overdue portions of
the Company charges on the bill and shall not be charged against any sum that falls due during a current billing
period.

tc)

lç)

G)

ISSUED: AUGUST 2.2013 EFFEcrlvE: @EEBlJq]j!

ts)



lououesrue LrcHT coMPANY SUPPLEMENT NO.81
TO ELECTRIC - PA. P.U.C. NO. 24

HN9T-SECOND REVISED PAGE NO.70
REVISED PAGE NO.70CANCELLING

RATE SM - STREET LIGHT MUNICIPAL - (Continued)

MONTHLY RATE - (Gontinued) le)

POLES

No charge is made for wood poles used jointly for street lighting and the support of the Company's general

distribution system or for tubular steel poles, trolley type, used jointly for street lighting and the support of trolley
span wires.

Where the installation of one (1) or more wood poles is required to serve the customer, the customer has the
option to install the pole(s) at his own expense in accordance with SPECIAL TERM AND CONDITION NO. 2 or

I ttre Company will install, own and maintain the pole(s) and bill the customer at the monthly rate of $+O€g@[4 lÐ
for each pole required.

SPECIAL TERMS AND CONDITIONS

1. The above charges include installation of standard Companyfacilities including lamps, fixtures
or luminaries, brackets and ballasts, allwhen installed on the overhead distribution system. The
above charges include normaloperation and maintenance. Normal operation and maintenance
does not include periodic tree trimming around the fixture or luminaire.

2. Where it is necessary to install wood, metal, or ornamental poles, or other special facilities or
services not in conformance with the Company's standard overhead practice, the additionalcost
shall be borne by the customer. Title to all facilities, except as noted below, shall vest in the
Company.

3. All facilities used in providing street lighting service shall be and remain the property of the
Company and may be removed upon termination of service, except that poles, ducts, conduits,
manholes and junction boxes shall be the property of and maintained by the customer if they
are an integral part of bridges, viaducts or similar structures, or highway project constructed by
the joint participation of the customer and other governmental agencies.

4. The customer agrees that the facilities installed under this rate shall not be removed or
converted, or the use thereof discontinued by the customer, except upon payment to the
Company of the original investment in such facilities, less depreciation to the date of
discontinuance of such facilities, less salvage, plus the cost of removal.

ls)
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PAGE NO.71CANCELLING

RATE SH - STREET L¡GHTING HIGHWAY

AVAILABILITY

Available for high intensity discharge lighting of state highways for normal dusk to dawn operation of
approximately 4,200 hours per year where the highway lighting system acceptable to Duquesne Light Company is
installed by the State and ownership of the entire highway lighting system has been transferred to the Company
for a nominal consideration.

MONTHLY RATE

DISTR¡BUTION CHARGE

Monthly Rate Per Unit

Nominal Lamp Wattaqe

Sodium Vapor

NominalkWh
Energy Usage

per Unit per Month

50
71

95
170

Distribution Charge
per Unit

$1€€{$11.f!Z
${€s$11.53
${+3Ð!*0I!
${4e8912f!0

100
150
200
400

tÐ
tÐ
tÐ
lÐ

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for Rate SH - Street Lighting Highway customers will be updated through competitive
requests for proposal as described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined
based on the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate
to Rate SH customers shall be as described in Rider No. 8 and for the effective period defined in Rider No. L

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No. 45.

ISSUED: AUGUST 2.2013 EFFECTIVE: OCTOBER 1.2013
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81
24
74
74CANCELLING

RATE UMS - UNMETERED SERVICE

AVAILABILITY

Available to customers using unmetered standard service at each point of connection for customer-owned and
maintained equipment such as traffic signals, communication devices and billboard lighting.

MONTHLY RATE

DISTRIBUTION CHARGES

Customer Charge .......

Energy Charge

....$esqtrc.oo

. eSSS+1CI!-92cents per kilowatt hour

tl}

lÐ

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. B - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHARGES

The Supply Charges for Rate UMS - Unmetered Service customers will be updated through competitive requests
for proposal as described in Rider No. 8 - Default Service Supply. The Supply rate shall be determined based on
the formula described in the "Calculation of Rate" section in Rider No. 8. Applicability of the Supply rate to Rate
UMS customers shall be as described in Rider No. B and for the effective period defined in Rider No. L

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen
an EGS, the Company will supply electricity at the above Distribution Charges, the Supply Charges in Rider No. I
and the Transmission Service Charges in Appendix A.

Customers who choose an EGS may elect Consolidated Billing or Separate Billing as defined in Rule No. 20.1.

ISSUED : AUGUST 2_2011 trFFECTIVE: OCTOBER 1. 2013
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RATE PAL. PRIVATE AHEA LIGHTING

AVAILABILITY

I Available for high pressure sodium lighting,ené.flood lighting and liqht-emittinq diode (LED) liohtino of residential, (Q)

commercial and industrial private property installations including parking lots, for normal dusk to dawn operation
of approximately 4,200 hours per year.

MONTHLY RATE

DISTRIBUTION CHARGE

DUQUESNE LIGHT COMPANY OWNED AND MAINTAINED EOUIPMENT

Monthly Rate Per Unit

Nominal Lamo Wattaqe

High Pressure Sodium

70
100
150
250
400

Flood Lighting

Liqht-Emittino Diode (LEDI

NominalkWh
Energy Usage

per Unit per Month

29
50
71

110
170

Distribution Gharge
per Unit

${¿s+fl1=87
$+sslg!1.qt
${+.{g$12.15
$r€.54üA1¿
${4Ss$12.97

${4se$12'5.t
$r4-90q!_3.02
$+æl_3.5l!

$12.16
$12.82
$13.97
$16.81
$18.78
$20.35

lÐ
tÐ
lÐ
fÐ
fDI

tÐ
IDI
lpI

tg)

46
100
155

15
24
37
42
69
90

100
250
400

43
67
106
118
196
256

G)
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RATE PAL - PR¡VATE AREA LIGHTING - (Continued)

MONTHLY RATE - (Continued)

I olsrnleuTloN GHARGE - (continued)

I ououesne ucnr con¡pn¡¡y own¡eo n¡¡o uel¡¡relrueo eoulpule¡¡r - (continued)

I Monthly Rate Per Unit - (Gontinued)

NominalkWh
Energy Usage

per Unit per Month
Distribution Charge

per Unit

tç)

fç)

la

lg)

tsl
fpI
fÐ
tÐ
tgl

Nominal Lamp Wattaqe

UNMETERED ENERGY FOR CUSTOMER OWNED AND MAINTAINED EQUIPMENT

70 29 $s{€!$2.57
100 46 $3J€l$2.57
150 67 $A€$2,57
250 100 $sJ€l$2.57
400 155 $sJ€i$2.57

SUPPLY CHARGES

Customers who elect to purchase their electric supply requirements from the Company will do so under the
provisions of Rider No. 8 - Default Service Supply and will be billed in accordance with the terms contained
therein.

ELECTRIC CHAHGES

The Supply Charges for Rate UMS - Unmetered Service customers will be updated through competitive requests
for proposal as described in Rider No. I - Default Service Supply. The Supply rate shall be determined based on
the formula described in the "Calculation of Rate" section in Rider No. B. Applicability of the Supply rate to Rate
UMS customers shall be as described in Rider No. B and for the effective period defined in Rider No. B.

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission for customers who
receive Default Service from the Company. The Transmission Service Charges are included, for informational
purposes, in Appendix A of this Tariff.

Customers who elect to purchase their electric energy supply requirements from an EGS will be charged the
Distribution Charges by the Company and must purchase their transmission and supply requirements from their
selected EGS. Customers may change suppliers or return to the Company for electric supply requirements as
defined in Rule No.45.

For customers who elect to purchase their supply from an EGS, the customer is responsible for any other charges
from the EGS. Any month in which the EGS becomes unavailable or during which the customer has not chosen
an EGS , the Company will supply electricity at the above Distribution Charge, the Supply Charges in Rider No. B
and the Transmission Service Charges in Appendix A.

ISSUED: ÂilGUST 2_ tî1?, FFECTIVE: OCTOBER 1. 2013
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RATE PAL - PRIVATE AREA LIGHTING - (Continued)

MONTHLY RATE - (Continued)

ELECTRTC CHARG ES:li@lircel}

Customers who choose an EGS may select Consolidated Billing or Separate Billing as defined in Rule No. 20.1

RIDERS

Bills rendered under this schedule are subject to the charges stated in any applicable rider.

LATE PAYMENT CHARGE

Bills will be calculated on the rates stated herein, and are due and payable on or before thirty days from the date

of mailing of the bill to the ratepayer. The bill is overdue when not paid on or before the due date indicated on the
bill. An overdue bill is subject to a Late Payment Charge of 1.25% interest per month on the full unpaid and

overdue balance of the Company charges on the bill. The Charge shall be calculated on the overdue portions of

the Company charges on the bill and shall not be charged against any sum that falls due during a current billing
period.

POLES

No charge is made for wood poles used jointly for street lighting and the support of the Company's general

distribution system or for tubular steel poles, trolley type, used jointly for street lighting and the support of trolley
span wires.

Where the installation of one (1) or more wood poles is required to serve the customer, the customer has the
option to install the pole(s) at his own expense in accordance with SPECIAL TERM AND CONDITION NO. 2 or
the Company will install, own and maintain the pole(s) and billthe customer at the monthly rate of ${OP4@95for lÐ
each pole required.

1. The above charges include installation of standard Company facilities including lamps, fixtures
or luminaries, brackets and ballasts, allwhen installed on the overhead distribution system. The
above charges include normaloperation and maintenance. Normaloperation and maintenance
does not include periodic tree trimming around the fixture or luminaire.

2. Where it is necessary to install wood, metal, or ornamental poles, or other special facilities or
services not in conformance with the Company's standard overhead practice, the additionalcost
shall be borne by the customer, Title to all facilities, except as noted below, shall vest in the
Company.

3. All facilities used in providing street lighting service shall be and remain the property of the
Company and may be removed upon termination of service.

4. The customer agrees that the facilities installed under this rate shall not be removed or
converted, or the use thereof discontinued by the customer, except upon payment to the
Company of the original investment in such facilities, less depreciation to the date of
discontinuance of such facilities, less salvage, plus the cost of removal.

t9)
(ç)

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEEl.201Íl
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RS RH RA GS/GM GMH GL GLH L HVPS AL SE SM SH UMS PAL

Rider No. 1 X X X X X X X X X X X X X X X

Rider No. 2 X X X X
Rider No. 3 X X X X X
Rider No.4 X X X X
Rider No. 5 X X X
Rider No. 6 X
Rider No. 7 X X X X X X X X X X X X X X X

Rider No. 8 X X X X X X X X X X X

Rider No. 9 X X X X
Rider No. 10 X X X X X X X X X X X X X X X

Rider No. 11 X X
Rider No. 12 X X
Rider No. 13 X
Rider No. 14 X
Rider No. 15 X X X X X X X X X X X X X X X

Rider No. 154 X X X X X X X X X X X X X X X

Rider No. 16 X X X X X
Rider No. 17 X X X X

Rider No. 18 X X X X X X X

Rider No.20 X X X X X X X X X X

Rider No.21 X X X X X X
Rider No.22 X X X X X X X X X X X X X X X

Appendix A X X X X X X X X X X X X X X X

STANDARD CONTRACT RIDERS - (Continued)

RIDER MATRIX

Rider Titles

Rider No. 1 - Consumer Education Surcharge
Rider No. 2 - Untransformed Service
Rider No.3 - Schooland Government Service Discount Period

Rider No. 4 - Budget Billing HUD Finance Multi-Family Housing
Rider No.5 - Universal Service Charge
Rider No.6 - Temporary Service
Rider No. 7 - SECA Charge
Rider No.I - Default Service Supply
Rider No.9 - Day-Ahead Hourly Price Service
Rider No. 10 - State Tax Adjustment
Rider No. 11 - Street RaiMay Service
Rider No. 12 - Billing Option - Volunteer Fire Companies and Nonprofit Senior Citizen Centers
Rider No. 13 - General Service Separately Metered Electric Space Heating Service
Rider No. 14 - Residential Service Separately Metered Electric Space and Water Heating

Rider No. 15 - Energy Efficiency and Conservalion and Demand Response Surcharge
Rider No. 154 - Phase ll Energy Efficiency and Conservation Surcharge
Rider No. 16 - Service to Non-Utility Generating Facilities
Rider No. 17 - Emergency Energy Conservation
Rider No. 18 - Rates for Purchase of Electric Energy from Customer-Owned Renewable

Resources Generating Facilities

- THESE PAGES INTENTIONALLY LEFT BLANK
Rider No. 20 - Smart Meter Charge
Rider No. 21 - Net Metering Service
Rider No. 22 - Pension Rate Adiustment Mechanism
Appendix A - Transmission Service Charges

fç)
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STANDARD CONTRACT RIDEHS - (Continued)

RIDER NO. 5 - UNIVERSAL SERVICE CHARGE - (Continued)
(Applicable to Rate Schedules RS, RH and RA)

CALCULATION OF CHARGE - (Continued)

previous year at normalized annual sales volumes. The projected customer additions to
the CAP program during the Computational Year will be based on the number of CAP
customers receiving a discount at the end of the Reconciliation Year plus a projection of
the average monthly number of CAP customers during the Computational Year. The
projected number of CAP customers will include net additions to the program (additions
minus exits), an estimate of the average monthly number of auto-enrolled customers
receiving a discount, and a projection of customers enrolled through expected changes in
policy (e.g. changes in the definilion of poverty, changes in regulatory mandates). An

auto-enrolled customer is not considered to be a CAP participant for purposes of this
Rider unless and until the customer has completed the CAP enrollment process. The
projected CAP program costs will include the estimated costs for new applications,
maintenance and annual recertification, and the projected CAP pre-program arrearages
to be forgiven and written off during the USC Computational Year.

. Smart Comfort Program [Low lncome Usage Reduction Program ("LIURP")]: LIURP
costs will be calculated based on the projected number of homes that participate in the
usage reduction program and the average cost per visit.

. Customer Assistance and Referral Evaluation Services ("CARES"): CARES costs will be
calculated based on the projected annual Community Based Organization ("CBO)
program costs and CBO costs for administering the program.

. Hardship Fund: Hardship Fund costs will be calculated based on the projected annual
program costs and CBO costs for administering the program.

. Any other replacement or Commission-mandated Universal Service Program or low
income program that is implemented during the Reconcilaition or Computational Year.

A credit to reduce CAP customer discounts included in the USC to the extent that the monthly
CAP enrollment level exceeds 3ru1.650 customers. Specifically, the recoverable CAP l!)
discounts will be reduced by the number of CAP participants in excess of 9€f0e4¡.650 ,,t"t l!)
the average CAP credit and arrearage forgiveness costs times 10.43%. The participation

level above which the offset shall be applied will be reset in each distribut¡on rate case.

The over- or under- collection of actual Universal Service Program costs and revenue that
result from the billing of the USC during the USC Reconciliation Year (an over-collection is

denoted by a positive E and an under-collection by a negative E), including applicable
interest. lnterest shall be computed monthly at the statutory legal rate of interest, from the
month the over or under collection occurs to the effective month that the over collection is

refunded or the under collection is recouped.

ISSUED : Al.J ,- 2î14 EFFECTIVE: OCTOBER 1. 2013
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. I - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE, SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Gontinued)

Lighting (Rate Schedules SM, SH and PAL) - Lamp wattage as available on applicable rate schedule.

Application Period

Wattaqe

Nominal
kWh Energy Usage

per Unit
per Month

o6t01t2013
through

11t30120",3

12t01t2013
through

05t31t2014

0610112014
through

11t30t2014

12t01t2014
through

05/31/2015

Supplv Charqe 0 per kwh 3.9258 X.XXXX X.XXXX X.XXXX

Fixture Gharqe-$ per Month

100 44 1.73 X.XX X.XX X.XX

175 74 2.91 X.XX X.XX X.XX

250 102 4.00 X.XX X.XX X.XX
400 161 6.32 X.XX X.XX X.XX

1 000 386 15.15 X.XX X.XX X.XX
Hiqh Pressure Sodium

70 29 't.14 X.XX X.XX X.XX
100 50 1.96 X.XX X.XX X.XX

150 71 2.79 X.XX X.XX X.XX
200 95 3.73 X.XX X.XX X.XX
250 110 4.32 X.XX X.XX X.XX
400 170 6.67 X.XX X.XX X.XX

1 000 387 15.19 X.XX X.XX X.XX
Flood Liqhting - Unmetered

70 29 1.14 X.XX X.XX X.XX
100 46 1.81 X.XX X.XX X.XX

150 67 2.63 X.XX X.XX X.XX

250 100 3.93 X.XX X.XX X.XX

400 155 6.08 X.XX X.XX X.XX

43 15 0.59
67 24 0.94
106 37 1.45
118 42 1.65
196 69 2.71
256 90 3.53

(s)
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STANDARD CONTRACT RIDERS - (Continued)

HIDER NO. I - DEFAULT SERVICE SUPPLY - (Continued)

(Applicable to Rate Schedules RS, RH, RA, GS/GM, GMH, AL, SE, SM, SH, UMS and PAL)

DEFAULT SERVICE SUPPLY RATE - (Continued)

The Company will provide default service supply under this Rider by obtaining the requirements from suppliers l9)
through competitive procurements using a Request for Proposal ("RFP') process. The charges for DSS
calculated based on the results of the RFP process for service under this Rider will be effective as defined above.

DSS obtained through the RFP process includes energy, capacity, transmission and distribution line losses,
congestion and congestion management costs, Alternative Energy Credits ("AECs"), ancillary services, PJM grid
management charges and other such services or products that are required to provide default service to the
Company's customers including Auction Revenue Rights and Financial Transmission Rights ("ARRs/FTRs").
DSS shall not include transmission service within Duquesne's zone. Duquesne will be responsible for and
continue to provide network integration transmission service. The applicable charges for transmission service are
defined in Appendix A of this Tariff.

Service under this Rider No. B - Default Service Supply shall commence in accordance with the switching
protocols in Rule No. 45.1.

PROCUREMENT PROCESS

The Company will conduct separate RFP solicitations for DSS for each customer procurement group under this
Rider. The customer procurement groups for the RFP solicitations are defined as residential and lighting, small
commercial and industrial and medium commercial and industrial. The small commercial and industrial group
includes those customers with monthly metered demand less than 25 kW. The medium commercial and industrial
group includes those customers with monthly metered demand equal to or greater than 25 kW and less than 300
kW. The RFP process will be bid separately to ensure that there is no cross subsidization.

The Company will update the rates for the DSS according to the schedule in the above tables. The Company will
issue RFPs prior to the beginning of each Application Period to update the default service supply rates. The
updated rates will be based on the new price(s) available from the winning suppliers through the RFP process.
The rates will include a reconciliation adjustment as described in the "Calculation of Rate" section of this Rider. ln
the month prior to the beginning of each Application Period, the Company will file new DSS charges with the
Pennsylvania Public Utility Commission ("Commission") for the subsequent Application Period, and, upon
Commission approval, these charges shall become effective on the first day of the following month.

The load of the customer procurement group for the RFP will be divided into Tranches. Winning suppliers will
provide DSS for the percentage of DSS load corresponding to the number of Tranches won in the RFP.
Duquesne seeks to procure all Tranches in the RFP process pursuant to the RFP schedule approved by the
Commission.

The selection of bids will be submitted to the Commission for its approval or rejection within one business day
after submittal. lf the bids are not acted on by the Commission within one business day, the Company may
proceed on the basis that they are approved and award the bids pursuant to 52 Pa. Code $ 54.188(d).

ISSUED: AUGUST 2. 2013 EFFECTIVE: OCTOBER 1.2013
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO. 10. STATE TAX ADJUSTMENT

(Applicable to All Rates)

ln addition to the charges provided in this Tariff, a two-part surcharge will apply to all bills rendered by the
Company, pursuant to the Pennsylvania Public Utility Commission authorization of March 10, 1970, to
compensate the Company for new and increased taxes imposed by the General Assembly.

Part1ofthesurcharge,atarateof@illincludeCapitalStockTax,CorporateNetlncome
Tax, and Public Utility Realty Tax, which will be applied to the distribution charges of customer bills.

Part 2 of the surcharge, at a rate of 0.0000% will include Gross Receipts Tax and will be applied to all portions of
customer bills.

The Company will recompute the surcharge using the elements prescribed by the Commission's March 10, 1970,
authorization:

Whenever any of the tax rates used in computing the surcharge is changed, in which case the
recomputation shalltake into account the changed tax rate.

2. Whenever the Company makes effective increased or decreased rates (other than net energy
clause), in which case the recomputation shall take into account the adjustments prescribed by
the Commission's March 10, 1970, authorization.

3. On December 22, and each year thereafter

Every recomputation made pursuant to the above paragraph shall be submitted to the Commission within ten (10)
days after the occurrence of the event or date which occasions such recomputation: and if the recomputed
surcharge is less than the one then in effect the Company will, and if the recomputed surcharge is more than the
one then in effect the Company may, accompany such recomputation with a Tariff or supplement to reflect such
recomputed surcharge, the effective date of which, shall be ten (10) days after filing.

tc)

1
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STANDARD CONTRACT RIDERS - (Continued)

RIDER NO.16. SERVICE TO NON.UTILITY GENERATING FACILITIES

(Applicable to allGeneral Service Rates

The following applies to non-utility generating facilities including, but not limited to cogeneration and small power
production facilities that are qualified in accord with Part 292 oÍ Chapter l, Title 18, Code of Federal Regulations
(qualifying facility). Electric energy will be delivered to a non-utility generating facility in accord with the following:

A. DEFINITIONS

Supplementary Power is electric energy afld_ggoacjly supplied by the Company or by an Electric
Generation Supplier (EGS) to a non-utility generating facility and regularly used in addition to that electric
energy which the non-utility generating facility generates itself. The Company's regular and appropriate
General Service Rates will be utilized for billing for Supplementary Power. Customers purchasing

Supplementary Power from an EGS will be billed for charges according to their applicable rate and billing
arrangement with their EGS.

Back-Up Power is Ce{ine#electric energy and capacitv supplied by the Company to a non-utility
generating facility during any outage of the non-utility generating facility's electric generating equipment to
replace electric energy ordinarily generated by the non-utility generating facility's generating equipment.

Base Period is the twelve consecutive monthly billing periods applicable to the customer ending one
month prior to the installation of new on-site generation or increase in capacity to existing on-site supply.

Gontract Demand is the maximum electrical capacity in kilowatts that the Company shall be required by
the contract to deliver to the customer folBac&lJp-PowC.l- fer baelc up serviee A Contract Demand mav be
established for Supolementarv Power to the customer's generating-facility.

BillingDeterminantsarethemonthlybillingperiodbillingdemandin
kilowatts (kW) and the energy usage in kilowatt-hours (kWh) for Supplementary Power during the current
billing month under which the on-site generation is operable. The Suoplementarv Power kW shall not
exceed the Contract Demand kW for Supplementarv Power. if aoplicable.

Back-Up Power Billino Determinants are the monthlv billino period billino demand in kilowatts (kW) and
enerov usaoe (kWh) in excess of those provided as Supplementarv Power. lf a Contract Demand exists for
Supplementarv Power. the Back-Uo Billinq Determinants are the kW and kWh in excess of the
Supplementarv Power Contract Demand.

Distribution Base Period Billing Determinants are the billing demand (kW) and the energy usage (kWh)
for the month in the Base Period corresponding to the current billing month under which the on-site
generation is operable. For new customers, the Company will use existing procedures to estimate Base
Period Billing Determinants.

Supply Billing Determinants for customers on Rate Schedules GL, GLH, L and HVPS are the billing
demand (kW) and energy usage (kWh) during the current billing month then in effect under Rider No. 9.

Supply Billing Determinants for customers on Rate Schedule GS/GM and GMH shall be the same as those
defined above for Distribution.

lç)

tç)

ls)

tq)
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STANDARD CONTRACT RIDERS - (Gontinued)

RTDER NO. 16 - SERVICE TO NON-UTILITY GENERATING FACILITIES - (Gontinued)

(Applicable to all General Service Rates)

B. BACK.UP POWER

The Company will supply such service each month at the following rates:

DISTRIBUTION

A d¡stribution charoe of $2.50 per kW shall be aoolied to the Back-Up Power Billing Determinants for Back-Up
Power.

The distribution charges will be applied in each month based on the customer's Contract Demand without
regard to whether or not back-up energy is supplied.

SUPPLY

ln any month that the Company provides energy to back up the customer's equipment, supply service shall be

supplied and billed under Rider No. 9 for customers with Contract Demand of 300 kW or more. For customers
having Contract Demand of less than 300 kW, the Company will bill the applicable supply demand and energy
charges then in effect under Rate Schedule GS/GM.

The use of backup power at this price level will be limited to 15% usage for all hours in a year. lncremental usage
above this limit will be billed on the applicable general service rates, including all ratchets applicable.

lf a customer's actual kW demand at the time back-up is being supplied exceeds the customer's back-up Contract
Demand by 5% or more, the actual kW demand as established will become the customer's new back-up Contract
Demand for the remaining term of the back-up contract. lf a customer's actual kW demand at the time back-up
service is being supplied exceeds the customer's back-up Contract Demand by 10% or more, the customer will be
assessed a fee determined by the difference between the actual demand established when back-up service is

being supplied and the back-up Contract Demand multiplied by two times the applicable charge per kilowatt.

C. INTERCONNECTION

Each non-utility generating facility will be required to install at its expense or pay in advance to have the Gompany
install interconnection equipment and facilities which are over and above that equipment and facilities required to
provide electric service to the non-utility generating facility according to the Company's General Service Rates,

except as noted below. Any such equipment to be installed by the non-utility generating facility must be reviewed

and approved in writing by the Company prior to installation. Nothing in this Rider shall exempt a new customer
from the application of Rule No. 7 and Rule No. 9 regarding Supply Line Extensions and Relocation of Facilities.

However, customers may elect to pay the cost of existing or newly required transformation equipment that is over

and above that equipment necessary for the Company to supply the customer with its contracted Supplemental
Power via a monthly charge rather than in total at the onset of the contract. The monthly charge for
transformation equipment for customers with contract demand under this rider of 5,000 kW or more will be
determined by the Company on a case-by-case basis. For all others, the rate of $0.2523 per kW per month will

apply.

(ç)

(ç)
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STANDARD CONTRACT RIDERS . (CoNtinued)

R¡DER NO.22 - PENSION RATE ADJUSTMENT MECHANISM

(Applicable to all Rate Schedules)

PURPOSE

The Pension Rate Adiustment Mechanism is instituted as a cost adiustment instrument to modifv. no more
freouentlv than annuallv. the Comoanv's base distribution rates to alion future oension fundino requirements with
oension expense currentlv beino recovered in base distribution rates as aooroved bv the Commission at Docket
No. R-2013-2372129.

APPLICAB¡LITY

The Pension Rate Adiustment ("PRA") will be calculated independentlv for each aoolicable rate schedule in the
Taritf usino a Rate Class Factor. The Rate Class Factor is the share of each rate classes' pension exoense
recovered throuoh base rates. The PRA will be calculated based on the allocated share of the chanoe in pension
exoense fundinq for each rate class usino the Rate Class Factor. The allocated chanqe shall be computed for
each rate class and applied to the aoolicable class billinq units and will be used to reduce distribution rates in the
applicable rate schedules in the event that the Companv's current oension fundino is reduced below the amount
that was used to establish oension expense aoproved bv the Commission in the Company's base rate oroceedino
at Docket No. R-2013-2372129. Accordinolv. if the Comoanv imolements the PRA to reduce pension exoense
recoverv and its pension costs increase. the Comoanv will use the PRA to recover subseouent increases in

oension expenses uo to the level of oension expense included in base rates at Docket No. R-2013-2372129.

ADJUSTMENT TO BASE RATES

lhe PRA will be an adiustment to distribution rates as measured from the Base Expense Level and shall be
determined in accordance with the formula set forth below and shall be aoolied to the applicable billino units once
it becomes effective. The difference between the oension exoense bv rate class and the uodated oension
expense allocated to each rate class shall be the basis to calculate the adiustment to the aoplicable rate. The
rate adiustment will be the difference divided bv the billino units.

The PRA shall be aoolied to customers' bills as a non-bypassable adiustment and shall remain in effect until
revised bv the Companv. The PR
(60) davs from the filino date.

PRA = { ((PEL- BELI. RCFI/BU }

PEL = The Proiected Expense Levelfor the uocomino twelve (12) month oeriod. The twelve 112)
month oeriod for which the Pension Fundino Level will be determined shall be the twelve
(12) months endino no later than fifteen (15) months from the beoinnino of the calendar
ouarter durino which the filino is made. The Pension Expense Level shall be fiftv oercenl
(50%) of the Proiected Fundino Level.

rç)
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STAN n eôNTRÂeT RlfìFRS - fCnnlinue¡lì

RIDER NO.22 - PENSION RATE ADJUSTMENT MECHANISM. (CONIINUEdI

(Aoplicable to all Rate Schedules)

ADJUSTMENT TO BASE RATES. (CONtiNUEdì

BEL = The Comoanv's Base Expense Level as defined in the base rate case oroceedino at
Docket No. R-201 3-23721 29.

RGF = Rate Class Factor for each rate schedule as stated below:

Rate Schedule Rate Class Factor
Rate RS 57.8%
Rate RH 4.7o/o

Rate RA 0.6/"
Rate GS 2.0%
Rate GM < 25 kW 4.4o/"
Rate GM > 25 kW 10.3o/"

Rate GMH < and à 1.5/"
Rate GL 't0.5%
Rate GLH 't.7%
Rate L 3.7o/"

Rate HVPS O.Oo/"

Rate I ìE 0.2%
2.4%

Rate JMS 0.1%

Bll = The Billino llnils shown in the Com rr'e haco rato nrnnoodinn at Dnnket No Fl-2O1 3-

G)

2372'129. The followino table summarizes the applicable Billino Units and affected rate for
each rate schedule.

Rate Schedule Billino Unit Rate
Rate RS kwh o/kwh
Rate RH kwh o/kwh
Rate RA kwh o/kwh
Rate GS kwh o/kwh
Rate GM < 25 kW kwh o/kwh
Rate GM > 25 kW kwh o/kwh
Rate GMH < and > kwh o/kwh
Rate GL kwh $/kw
Rate GLH kwh o/kwh
Rate L kwh $/kw
Rate HVPS Bills $/Month
Rate AL Bills $/Month
Rate SE Fixtures $/Fixture/Month
Rates SM. SH and PAL Fixtures $/Fixture/Month
Rate UMS Bills $/Month

UED: AUGUST 2.2013 EFFECTIVE: @ISIEEBI,-4!-Q
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STÂNDÂRN (ÌôNTRA(ÌT - llì¡rnlin¡ ra¿lì

RIDER NO.22 - PENSION RATE ADJUSTMENT MECHANISM - (GONtiNUEd)

(Aoplicable to all Rate Schedulesl

UPDATE

Filino a PRA for the Commission's aoproval is at the sole discretion of the Comoanv.

The PRA will be updated no more freouentlv than annuallv.

Subsequent filinos will comoute the chanoe in distribution rates as measured from the Base Expense Level as
established in the Company's base rate oroceedino at Docket No. R-2013-2372129.

MISCELLANEOUS

This Rider will not increase base distribution rates oreater than those established in the Comoanv's base rate

oroceedino at Docket No. R-2013-2372129.

The Companv will not seek to recover throuoh this Rider pension costs in excess of those approved in the base

rate case proceedino at Docket No. R-2013-2372129.

The PRA will be added to the aoplicable rate and not shown as a separate line item on the bill.

This Rider is aoplicable to the defined distribution units and is not subiect to reconciliation.

The Rate Class Factors defined in this Rider will remain the same until revised bv the Companv in its next base
rate oroceedinq.

Adiustments to rates pursuant to this Rider are subiect to review and approval bv the Commission.

Minimum bills shall not be reduced bv reason of the PRA. nor shall charqes hereunder be part of the monthlv rate

schedule minimum.

fsI

ISSUED: AUGUST2.2013 EFFECTIVE: @BEEIJU!
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APPENDIX A

TRANSMISSION SERVICE CHARGES

(Applicable to All Rates)

The Company will provide and charge for transmission service consistent with the PJM Open Access
Transmission Tariff approved or accepted by the Federal Energy Regulatory Commission (FERC) for customers
who receive Default Service from the Company. Customers taking Default Service from the Company shall be

charged in accordance with the charges of the applicable rate schedules stated below. These charges shall also

apply to riders applicable to each rate schedule.

MONTHLY RATES

Rate Class
Energy Charge

$/kwh
Demand Charge

$/kw
Monthly Charge

Per Fixture
Monthly Charge

Per Fixture
RS $0.014587
RH $0.006577
RA $0.014550
GS $0.008338
GM <25KW s0.006195 $1.09
GM => 25 kW $0.007361 $1.44
GMH < 25 KW $0.007343 $1.21,'',
GMH => 25 kW $0.005822 $4,04("
GL $3.12
GLH s3.18
L $3.17
HVPS $3.17
AL $0.003455
SE $0.001 139
UMS $0.000061 $5.18

Rate Class
By Wattage SH and PAL SM

Mercurv Vapor
100 $0.12
175 $0.20
250 $0.28
400 $0.44

1 000 s1.05
Hiqh Pressure Sodium

70 $0.04 $0.08
100 $0.07 $0.14
150 $0.10 s0.19
200 $0.14
250 $0.15 $0.30
400 $0.24 $0.46

1 000 $1.05

(1) June through September

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEElJ9LÍl

ls)
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APPENDIX A - (Continued)

TRANSMISSION SERV¡CE CHARGES - (Gontinued)

(Applicable to All Rates)

MONTHLY RATES - (Gontinued)

Rate Class
Energy
Charge
$/kwh

Demand Charge
$/kw

Monthly Charge
Per Fixture

Monthly Charge
Per Fixture

FIood Lighting -
Unmetered

70 $0.04
100 $0.06
150 $0.09
250 $0.14
400 $0.22

Liqht-Emittino Diode (LED)

ß s0.00 $0.00
67 $0.00 $0.00

106 $0.00 $0.00
'118 $0.00 $0.00
196 $0.00 s0.00
256 $0.00 $0-00

BILLING DEMAND

Billing Demand subject to Transmission Service Charges for customers taking service under Rate Schedules
GS/GM and GMH shall be the same as that determined for distribution and supply charges under the applicable
rate schedules.

Billing Demand subject to Transmission Service Charges for Customers taking service under Rate Schedules GL,

GLH, L, HVPS and UMS shall be the customer's daily network service coincident peak load contribution in MW.
This quantity is determined based on the customer's load coincident with the annual peak of the DuquesneZone
(single coincident peak) as defined in the PJM Tariff Section 34.1.

ANNUAL UPDATE

The Transmission Service Charges (TSC)defined herein will be updated effective June 1't of each calendar year
or more often upon determination that the rates then in effect would result in a significant over or under collection.
On or about May 1"t, the Company will file revised TSG rates with the PA Public Utility Commission (Commission)
defining rates in effect from June 1 to May 31 of the following year, the computation year. These rates shall be
determined based on the projected revenue requirement for the computation year, the projected cost of PJM
charges and the over or under collection of expenses based on actual TSC revenue and expense incurred up to
March 1 of each filing year. The revenue requirement and over or under collection shall be allocated to each rate

class based on the class contribution to the Company's coincident peak load (1CP) and Default Service share of
the 1CP load from the previous calendar year. The costs for ancillary services and PJM administrative expenses
are included in the Default Service Supply rates defined in Rider No. 8. The costs for ancillary services and PJM

administrative expenses for rate classes GL, GLH, L and HVPS will be billed in accordance with Rider No. 9. The
rates applicable to each Rate Schedule shall be determined in accordance with the following formulas.

rçl

(c)

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEBI*zf¡LÍ!
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APPENDIX A - (Continued)

TRANSMISSION SERVICE CHARGES - (Continued)

(Applicable to All Rates)

ANNUAL UPDATE - (Continued)

For Rate Schedules RS, RH, RA and applicable Riders:

rsc-kwh = { (ncnn -""") I RCSates } 
. { tl(t-r) }

For Rate Schedules GS/GM and GMH with monthly Billing Demand less than 25 kW:

Non-Demand Metered:

rsc-kwh = {(ncnR-""") /Rcsales}.{u(t-r) }
Demand Metered:

rsc-kw = { ((ncnR-""")xs0%) /RcDemano}.{ tl(t-r) }

For Rate Schedules GS/GM and GMH w¡th monthly Billing Demand less than 25 kW: - (Continued)

Demand Metered: - (Continued)

rsc-kwh = {((ncnR-""")x 50%) /Rcsales}.{ tl(t-r) }

For Rate Schedules GS/GM and GMH with monthly Billing Demand equalto or greater than 25 kW:

rsc-kw = { ((ncnR-".") x5o%) /RcDemano}.{ tl(t-r) }

rsc-kwh = { ((ncnR-""") x 5o%) /Rcsates}.{ tr(t-r) }

For Rate Schedules GL, GLH, L, HVPS:

rsc-kw = {(ncnn-""") /(ncrcPX12)}.{v(t-r) }

For Rate Schedule UMS

TSC-KW { (RCRR -"e") t(Rc1cP x12)t. { il(r-r) }

G)

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEBI*21E!-Í!
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APPENDIX A - (Continued)

TRANSMISSION SERVICE CHARGES - (Continued)

(Applicable to All Rates)

ANNUAL UPDATE - (Continued)

For Rate Schedules AL, SE, SM, SH and PAL:

The annual revenue requirement and over or under collection shall be allocated to each rate class for cost
recovery based on the rate class contribution to the coincident peak load from the previous calendar year. PJM

charges that are load based will also be allocated to each rate class for cost recovery based on the rate class
contribution to the coincident peak load. PJM charges that are energy based will be billed on a per kWh basis.
All such charges will be adjusted for Pennsylvania gross receipts tax. For rate schedules SM, SH and PAL, a
kWh charge will be determined to recover the allocated revenue requirement and PJM charges. An equivalent
fixed monthly charge will be determined based on the monthly kWh usage applicable for each fixture.

Where:

TSC Transmission service charge to be applied to all Transmission billing units (either kWh or
kW, as indicated.)

RCRR Projected total revenue requirement and PJM charges established for the computation
year of June 1't through May 31", corresponding to the PJM planning year. The revenue
requirement shall be allocated to the specific rate classes by applying the ratio of the
RCl CP to the Duquesne Zone 1CP for the prior year. PJM charges shall be allocated to
each rate class on the basis incurred (i.e. 1CP, kW, kwh).

"e" Total over or under collection calculated by comparing total TSC revenues billed to the
specific rate, class during the reconciliation year of the twelve month period ending
February 28'n or 29'n to the total charges billed by PJM under its OATT as approved or
accepted by FERC and allocated to the specific rate class based upon its Default Service
share of the Duquesn e Zone 1CP for the prior year, including applicable interest. lnterest
shall be computed monthly at the statutory rate, from the month the over or under
collection occurs to the effective month that the over collection is refunded or the under
collection is recouped.

G)

RCSales =

RCDemand =

RCICP =

T

Projected kWh sales for the specific rate class for the computation year.

Projected kW billing demand for the specific rate class for the computation year

Rate Class load coincident with the peak hour of the peak day of the Duquesne Zone
during the calendar year prior to the computation year.

The total Pennsylvania Gross Receipts Tax rate in effect during the billing month,
expressed in decimal form.

ISSUED: AUGUST2.2013 EFFECTIVE: @IQEEBI;!E!-Q
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APPENDIX A - (Continued)

TRANSMISSION SERVICE GHAHGES - (CONtiNUEd)

(Applicable to All Ratesl

MISCELLANEOUS

Minimum bills shall not be reduced by reason of the TSC, nor shall charges hereunder comprise any portion of a
monthly rate schedule minimum. The TSC shall not be subject to any credits or discounts and shall not be
affected by the State Tax Adjustment Surcharge (STAS).

The Company shall file a report of TSC collections within thirty days following the conclusion of each computation-
year quarter. These reports will be in a form prescribed by the Commission.

Application of the TSC shall be subject to review and audit by the Commission at intervals it shall determine. The
Commission shall review the level of charges produced by the TSC and the costs included therein.

G)

ISSUED: AUGUST 2.2013 EFFECTIVE: @EEEI,.,j3EI!!
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I. General

Duquesne Light Company's Supplement No. 81 to Tariff Electric - PA. P.U.C. No. 24

issued August 2, 2013, to become effective October l, 2013, results in an overall average
increase of l7 .6Vo in distribution revenues and is expected to produce $76.3 million of additional
annual distribution revenue under future test year conditions.

All customers will be notified of the proposed rate increase by a news release issued the

day of the filing, newspaper advertisements in major service territory newspapers the day of the
filing and by a bill insert to be mailed to all customers during the month after the filing is made.

Other modifications to the rules, rates and riders of Duquesne's tariff are being proposed

and, together with a presentation of the proposed and current rates, are discussed below.

II. Proposed Changes to the Table of Contents

List of ModifÏcations-Page No. 2A.,Page No, 2B, Page No. 2C and Page No. 2D were added

to the Table of Contents.

Rider No. 22 - Pension Rate Adjustment Mechanism (Pages No. 1128 - 112D) was added to
the Table of Contents

Appendix A - Transmission Service Charges-Page No. 1164 was added to the Table of
Contents.

III. Proposed Changes to Tariff Rules

Tariff Rule No. 21.1 - Pavment of Bills for Residential Service 
- 

Language has been

modified with the insertion of "The Company may accommodate changes to due dates for
residential customers upon written customer request and when a demonstrated financial burden
for the current due date exists for ratepayers receiving Social Security or equivalent monthly
checks." and the deletion of "When the due date for residential service occurs from the 2I"r day

of the month through the 5th day of the following month, the due date may be extended upon
request to the 6th day of the latter month for ratepayers receiving Social Security or equivalent
monthly checks on or about the first of the month." to reflect the current operations of the

Company.
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IV. Proposed Changes to Tariff Rate Schedules

Rate RS - Residential ServÍce

Distribution
Current Rates
with STAS

Customer Charge $6.ee

All kwh $lkwh $0.043605

Rate RH - Residential Service Heating
Current Rates
with STAS

$6.99
Summer:

$rkwh $0.043605

Winter:
All kwh $rkv/h $0.032136

Rate RA - Residential Service Add-on Heat Pump

Current Rates

Distribution with STAS

Customer Charge $6.99
Summer:

All kwh $/kwh $0.043605

Winter:
All kwh $/kwh $0.009028

Distribution

Customer Charge

All kwh

Proposed Rates
with AS

$1s,00

$0.043961

Proposed Rates
with STAS

$1s.00

$0.043961

$0.035813

Proposed Rates
with TAS

$1s.00

$0.043961

$0,012199
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate GS/GM - General Service Small and Medium

Non-Demand Metered:

Rate GS

Distribution

Customer Charge

All kwh

Current Rates
with STAS

$6.99

$lkwh $0.052948

Demand Metered:

Rate GM < 25

Current Rates
with STAS

Rate GM > 25

Distribution

Customer Charge

Demand over 5 kW $lkw

All kwh $/kwh

Distribution

Customer Charge

Demand over 5 kW $lkv/

$29.96

$6.1s

$0.011146

Current Rates
with STAS

Proposed Rates
with STAS

$1s.00

$0.048981

Proposed Rates
with STAS

$s0.00

$4,6s

$0.012487

Proposed Rates
with

$60.00

84.62

$0.013175All kwh

s42.9s

84.91

$/kwh 90.009442
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate GMH - General Service Medium Heating

Current Rates

Distribution with TAS

Customer Charge 929.96

Summer:
Demand over 5 kW $/kW $6.1s

All kwh $/kwh $0,011146

Winter:
All kwh $lkwh s0.022639

Rate GL - General Service Large

Current Rates

Distribution with TAS

$2,475.06
s7.s2

Current Rates
with STAS

s42.95

$2,475.06
57.s2

Proposed Rates
with STAS

$60.00

$4.6s

$0.012487

s0.024022

Proposed Rates
with STAS

$2,787.00
$8.4s

Proposed Rates
with STAS

$60.00

$2,787.00
$8.45

First 300 kW or less

Additional kW

Rate GLH - General Service Large Heating

Di tron

Customer Charge

Summer:

First 300 kW or less
Additional kW

Winter:

All kwh $/kwh $0.016999 s0.021446
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate L - Large Power Service

Service Voltage Less than 138 Kv:

Distribution

First 5,000 kW or less

Next 10,000 kW $/kW
Additional kW $/kW

Current Rates
with STAS

$34,858.64
$6.90
56.72

Proposed Rates
with STAS

$38,500.00
$12.30
$12.30

Service Voltage 138 Kv and Greater

Fixed Monthly Charge $0,000.00 $8,551.00

Rate L - Large Power Service has been modified to reflect that it has been separated into

"service Voltage Less than 138 Kv" and "service Voltage 138 Kv and Greater."

Rate L - Large Power Service has been modified to reflect the elimination of "Next 10,000

kilowatts of Demand" block under "service Voltage Less than 138 Kv."

Rate L - Large Power Service has been modified to reflect the insertion of "Fixed Monthly
Charge" under "service Voltage 138 Kv an.d Greater."

Rate L - Large Power Service. Language has been modified in the second paragraph under

"Contract Provisions" to reflect the elimination of the 10,000, 25,000 and 750,000 kilowatt-hour
blocks under the Energy Charge.

Rate L -Large Power Service. Language has been modified to replace the word "Capacity"

with the word "Demand."
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate HVPS - High Voltage Power Service

Distribution
Current Rates
with STAS

Up to and Including 50,000 kW Billing Demand

$/kw $11,657.17
50,001 kw to 100,000 kw Billing Demand

$/kw $16,887.96
Greater than 100,000 kW Billing Demand

$lkw 922,966.75

Rate AL - Architectural Lighting Service

Distribution
Current Rates
with STAS

Customer Charge $7.48

$1.40

$/kwh $0,00198s

Current Rates
with STAS

$3.16

Proposed Rates
with STAS

$8,551.00

$12,388.00

$ 16,847,00

Proposed Rates
with STAS

$6.s4

$r.22

$0.001734

Proposed Rates
with STAS

s2.s7

Demand all kW $/kW

Alt kwh

Rate SE - Street Lighting EnergY

Distribution

Customer Charge
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate SM - Street Lighting Municipal

Current Rates

Distribution with AS

Mercury Vapor:
100 watt
I75 watt
250 watt
400 watt
1000 watt

Sodium Vapor:
70 watt
100 watt
150 watt
250 watt
400 watt
1000 watt

Light-Emitting Diode (LED)
43 walt
67 watt
106 watt
118 watt
196 watt
256 watt

per month
per month
per month
per month
per month

per month
per month
per month
per month
per month
per month

per month
per month
per month
per month
per month
per month

$13.16
$13.44
$13.70
st4.24
$16.39

$13.60
$ 13.71

$13.90
sr4.27
$14.84
$17.07

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

Proposed Rates
with STAS

$11.52
$ 1 1.76

$ I 1.99

st2.46
$t4.34

$11.87
$1 1.91

$12.1s
srz.47
srz.97
$14.93

$ 12. 16

9r2.82
$13.97
$16.81
$18.78
$20.3s

Poles per month $10.79 s9.44

Rare SM - Street Lighting Municipal. Language has been modified to include LighrEmitting
Diode (LED) fixtures.

Rare SM - Street Lighting Municipal. Light-Emitting Diode (LED) fixtures and pricing have

been added to the Rate Schedule.

Rate SM - Street Lighting Municipal. Due to the addition of the Light-Emitting Diode (LED)

fixtures and pricing information, language on the Rate Schedule pages has been repaginated,

Rate SM - Street Lighting Municipal. The monthly rate per pole has changed resulting in a
decrease.
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate SH - Street Lighting Highway

Distribution
Current Rates
with STAS

Sodium Vapor:
100 watt
150 watt
200 watt
400 watt

per month
per month
per month
per month

Current Rates
with STAS

$9.97

$rkwh $0,025551

Proposed Rates
with STAS

$ 1 1.37

$11.s3
$1 1.68

$ 12.30

Proposed Rates
with STAS

$10.00

$0.010192

$12.99
$13.17
$13.3s
$14.06

Rate UMS - Unmetered Service

Distribution

Customer Charge

All kwh
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IV. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate PAL - Private Area Lighting

Distribution
Current Rates
with STAS

High Pressure Sodium
70 watt
100 watt
150 watt
250 watt
400 watt

Flood Lighting:
100 watt
250 watt
400 watt

per month
per month
per month
per month
per month

per month
per month
per month

$12.89
sr2.99
$13.17
$13,s2
$14.06

$14.30
$14.88
$15.47

$0.00
$0.00
$0,00
$0.00
$0.00
$0.00

Proposed Rates
with STAS

$1 r.87
$1 1.9r
$12.1s
stz.47
st2.97

$ 12.51

$13.02
$13.s4

$12.16
$12.82
$13.97
$16,81
$ 18.78

$20,3s

Light-Emitting Diode (LED)
43 watt per month
67 walt per month
106 watt per month
118 watt per month
196 watt per month
256 waft per month

Unmetered
per month
per month
per month
per month
per month

70 watt
100 watt
150 watt
250 watt
400 watt

$3.16
$3.16
$3.16
$3.16
$3.16

.57

.51

.57

.57

.57

$z
$z
$z
$z
$z

Poles per month $10.23 $8,9s

Rate PAL - Private Area Lighting. Language has been modified to include Light-Emitting
Diode (LED) fixtures.

Rate PAL - Private Area Lighting. Light-Emitting Diode (LED) fixtures and pricing have been

added to the Rate Schedule.
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ry. Proposed Changes to Tariff Rate Schedules - (Continued)

Rate PAL - Private Area Lighting - (Continued)

Rate PAL - Private Area Lighting. Due to the addition of the Light-Emitting Diode (LED)
fixtures and pricing information, language on the Rate Schedule pages has been repaginated

Rate PAL - Private Area Lighting. The monthly rate per pole has changed resulting in a
decrease.

V. Proposed Changes to Tariff Riders

Rider Matrix

Rider No. 22 - Pension Adjustment Mechanism has been added to the Rider Matrix (Page No
791').

Rider No. 5 - Universal Service Charge

Rider No. 5 - Universal Service Charge has been updated as directed in the Rider to reflect the
parlicipation level of CAP customers.

Rider No. 8 - Default Service Supply

Rider No. 8 - Default Service Supply. Language has been modified to include Light-Emitting
Diode (LED) fixtures.

Rider No. 8 - Default Service Supply. Light-Emitting Diode (LED) fixtures and pricing have

been added to the Rider.

Rider No. 8 - Default Service Supply. Due to the addition of the LighrEmitting Diode (LED)
fixtures and pricing information, language on the Rider pages has been repaginated.

Rider No. L0 - State Tax Adjustment

Rider No. 10 - State Tax Adjustment has been modified to reflect that Part 1 of the STAS has

been set to zero.
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V. Proposed Changes to Tariff Riders - (Continued)

Rider No. 16 - Service to Non-Utility Generating Facilities

Rider No. 16 - Service to Non-Utility Generating Facilities. Language has been modified to

reflect current operations of the Company.

Rider No. 16 - Service to Non-Utility Generating Facilities, Language has been modified to

remove the Contract Demand.

Rider No. 16 - Service to Non-Utility Generating Facilities. Language has been modified to add

a distribution charge applicable to Back-Up Power Bill Determinants for Back-Up Power.

VI. Addition of Rider No. 22 - Pension Rate Adjustment Mechanism

Rider No. 22 - Pension Rate Adjustment Mechanism has been added to the retail Tariff

VII. Appendix A - Transmission Service Charges

Appendix A - Transmission Service Charges. Light-Emitting Diode (LED) fixtures and pricing
have been added to the Appendix.

Appendix A - Transmission Service Charges. Due to the addition of the LighrEmitting Diode
(LED) fixtures and pricing information, language on the Appendix pages has been repaginated.

Rate Class
Energy
Charge
$/kwh

Demand
Charge
$/kw

Monthly
Charge

Per Fixture

Monthly
Charge

Per Fixture
Lieht-Emittins Diode (LED)

43 $0.00 $0.00
67 $0.00 $0.00

106 $0.00 $0.00
118 $0.00 $0.00

t96 $0.00 $0.00
256 $0,00 $0.00
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Calculation of Monthly Distribution Rate
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F¡nanc¡al lnput
Capital lnveslment - Malerial
Capitalized Labor
Tolal Cap¡tal¡zed lnvestmenl

Years for skaighl line þggk deprecialion
Book Depreciation Rate
Years for stra¡ght l¡ne lax depreciation
Tax Deprec¡alion Rate

Tax Rate

lnput

$387.00
$228.59
$6f 5.59

State
Federal
Combined
Gross Bevenue Adjustment
Gross Revenue Conversion Faclor

12
433"/"

12

8.33%

9.99%
35.00%
41.4970
58.51 %
1.70921

Monlhly D¡str¡bulion Fate

Sum ol PV ol Revenue Requirement $769.84

Level¡zed Annual Revenue Requiremenl
Annual O&M / Ma¡ntenance Expense
Annual tìevenue Requiremenl $137.30

Net Monthly Taritf Hale
PA Gross Receiols Tax

$99.20
$38.10

$1 f .44
so.72

PA Gross Receipts Tax 5.90%

ìfleighted Cosl ol Cap¡tal
Capitalizat¡on Weighted

Ratìo Rate Return WATCC
Debt 43.OA"/" 5.18olo 2,23% 1.3O%
Preterred 5.03% 5.88% 0.307" 0.307.
Equily 51.89"/" 11.25þ/" 5.84h 5.84"/ó

100.000/ô a36.h 7.44"/"

c D Ë F H

Total Monlhly Distribulion Fate $12.16

M N

Revenue Cumulative
Requiremenl NPV

120.59
227.19
321.14
403.69
475.98
539.02
593.75
641.01
681.58
716.17
745.39
769.84

K L

B.O.Y.
Planl

Beturn on
Debl

Return on
Preferred

Total
Return on Return on Book
Equity Net Plant Deprec-

Tex E,O,Y
Def. lnc. Tax

lncome
Taxes

Income Tax lncome Tax
on Prelerred on EquìtyYear

1

2
3
4

6
7
I
9
10

11

12

12.58
11.44
10.30
9.15
8.01
6.86
5.72
4.58
3.43

1.14

615.59
564.29
513.00
461.70
410.40
359.1 0
307.80
256.50
205.20
1 53.90
1 02.60

51.30

1.82
1 .67

1 .37
1.21

1.06
0.9'f
0.76
0.61

0.46
0.30
0.15

35.94
32.94
29.95
26.95
23.96
20.96
17.97
14.97
1 1.98
8.98

2.99

51.30
51 _30

51.30
51.30
51.30
51.30
51.30
51.30
51.30
51.30
51.30
51.30

51.30
51.30
51.30
51.30
51.30
51.30
51.30
51,30
51,30
51.30
51.30
51.30

0.00
0,00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

1.18
'1.08

4.97
0.86

0.65
0.54
0.43
0.32

0.11

25.49

'19.1 1

16.99
14.87
12.74
10.62

8.50

4.25
2.12

1 29.56
123.04
1 16.52
1 10.00
103.47
96.95
90.43
83.91

70.87

64.34
57.82

Deprec.

C+D+E

51.48
47.19
42.90

34.32
30.03
25.74
21.45
17.16
12.A7

8.58
4.29

PV Ta Shields
Tâx on shields

398.1 1

1 65.1 g

lnveslment
Afler Tâx lnveslñent

61 5-59
450.40

(H-G)'Tax D'(Tax41-Tax)) E'(Tax/(1-Tax)) J+K F+G+L

26.78
24.55
22.31
20.44
17.85

1 1.16

6.69
4.46

Adjust lor Tax cross-upl zsssa I---- ev nev neq l-----7s-g-ã-il



Exhibit WVP-4
Duquesne Light Company
Calculation of Monthly Distribution Rate
67 W LED lnstallalion
Docket No- R-2013-2372129

$12.82

Paqe 2 ol 6

N

1 29.60
244.'t6
345.14
433.86
51 1.55

579.30
638.1 1

688.91

769.68
801.09
427.36

F¡nancial lnput
Cap¡tal ¡nvestmenl - Material
CeDileìÞed Lebor
Total Capitalized lnvestmenl

Years for straight line þggLdepreciation
Book Deprec¡alion Rate
Yea6 for straight line lêX depreciation
Td Depreciation Rate

Td Rate

$661.s9

Slate
Federal

Combined
Gross Revenue Adjuslment
Gross Fevenue Conversion Faclor

l¡put
$433.00
s22a 5C

Monthly Dislrlbut¡on Rate

Sum of PV of Bevenue Requiremenl

Levelized Annual Revenue Fìequirement
Annual O&M / Mainlenance Expense $38.'10
An¡ual Revenue Requirement $144.71

Nel Monlhly Tariff Rate
PA Gross Receiots Tâx

12
8.33%

12
4330/"

9.99%
35.00%
41.491ó
58.51%
1.70921

$827.36

$106.61

s12.06
s0 76

PA Gross Fæeipts Tax

We¡ghted Cosl ol Cap¡tal
Cap¡tal¡zation

Ratio
Debt 43.08o/ê

PrefeÍed 5-03"/"
Eouitv 51.89"/.

100.000/ô

5slk

We;ghted
Rale Retum WATCC

5.180/6 2.23L 1 30%
5.88"/. 0_30% 030%

11.25/" 5.44/" 5.44"/"
8.36% 7.440/ë

D

C+D+E

B H

Total Monthly Distribution Rale

K

lncome Tax lncome Tax
on Prelerred on Equity

Total
ln@me
Tãxês

Revenue Cumulative
Requirement NPV

M

139.24

125.22
11A.22
111 .21

104.20
97.19
90.1 I
a3.17

69.1 5
62.14

LA

Year

1

3
4

6
7
I

10

11

12

B.O.Y.
Plant

Return on
Debl

Return on
Preleffed

Tolal
Beturn on Fletum on Book

Equity Net Planl Deprec. Deprec.
E.O.Y

Det. lnc- Tâx
Tax

(H-G)'Tax D'[rax/(1-Tax)) E'(Taxl(1-Tax)) J+K F+G+L

661.59
606.46

551.33
496.20
441.06
385.93
330.80
275-66

1 65.40
110.27

14.75
13.52

12.29
11_07

9-84
8_61

7.38
6.15
4.92

55.33
50.72
46.1 1

41_50
36.89

27.67
23.05
18.44

9.22
4.61

55_13

55.13

55_r3

55_13

55.1 3

55.1 3

55.1 3

55.1 3

55.1 3

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

23.98
21.5a
'19.19

16.79
14.39
1 1.99
9.59
7.19
4.80
2.40

1,96

1.47
1_30

1.14
0_98

0.82
0.65
0.49

0.16

38.62
35.40

2a.97
25.75

16.09
12.87
9.66
6.44
3.22

55.1 3

55.1 3
55.1 3
55.1 3
55.1 3
55-f3

55.13
55.13

1.39

¡.tÞ
1.04
0.93
0.81

0_69

0.58
0_46

0.35
0.23
0.12

27.39
25.'11

20.54
18.26
15.98
13.70
11 .41

9.13
6.85
4.57
2.28

PV Tã Shields
Tax on sh¡elds

427.46

lnvestment
Afler Tax Invætmenl

on

Adjust for Tax

661,59
444.06

ev nev neq@



Exhibit WVP-4
Duquesne Light Company
Calculation of Monthly Distribution Rate
106 W LED lnstallation
Docket No. H-2O1 3-23721 29

Page 3 of 6

CaÞitalÞed Labor $228.59
Total Capilalized lnvestmenl $742.59

Years for straight line Þggh deprecialion
Book Depreciation Rale
Years for straighl line laldepreciation
Tax Depreciation Rate

Tãx Râle

F¡nanc¡al Input
Capital lnvestment - Materiai

Inout

$51 4.00

State
Federal

Comb¡ned
Gross Revenue Adjustment
Gross Revenue Convers¡on Factot

12

12
8.33"/"

35.00%
41.49yó
58.5 1 %
1.70921

ironlhly Dislr¡bution Fate

Sum of PV of Revenue Requirement $928.66

$1 1 9.66Levelized Annual Revenue Requiremenl
Annual O&M / Maintenance Expense $38.10
Annual Revenue Bequirement $157.76

Net Moothly Tariff Fale $1 3.1 5
$0.82

Equitv 51.89"/" 1 1.25% 5.84ol. 5.84%
100.00"/" 8.36"/. 7.44"/"

PA Gross Receipts Tax

Welghted Cost of Cap¡tal
Capitalization

Batio
Debt 43.0A"/.
Prefefied 5.o3o/"

5.90%

Weighted
Rate Relurn WATCC

5.1a"/" 2.23h 1.30%
5.88o/" 0.30"/" 0.30%

E F

C+D+E

B.O.Y
Plant

Return on
Debt

Relurn oñ
Prefered

Retum on Return on Book Tax
Equity Net Planl Deprec- Deprec.

PA Gross Receipts Tax
Total Monthly Distribution Rale s13.97

J K M

lncome Tax
on Equìty

(H-G)'Tax D'Oax/(1-Tax)) E'(Tax/(1-Tax)) J+K F+G+L

E,O.Y
Del. lnc. Tax

lncome Tax
on Preferred

Total
ln@me
Taxes

Revenue Cumulative
Êequiremenl NPVYear

'I

2
3
4

6
7

I
I
10

11

12

742.59
680.71
618.83
556.95
495.06
433.1 I
371.30
30s.41
247.53
185.65
123.77
61.88

16.56
15.18
13.80
12.42
1 1.04
9.66

6.90
5.52
4.14
2.76
1 .38

2.01

1.65
1.46
1 .24
1.10

0.92
0.73

o.37
0.18

43.35
39.74
36.1 2

28.90
25.29

18_06

14.45
1 0.84

62.1 1

55.93
51.76
46.58
41.40
36.23
31.05
25.44
20.70
1 5.53
10.35

5.18

1.56
1.43

1.30
1 .17
1.04
0.9f
0.78
0.65
0.52
0.39
0.26
0-13

30.74
28.18

23.06
20.50

15.37
12.81
10.25

7.69
5.12
2.56

29.61
26.92

18.84
16.r 5

10.77
8.08

2.69

145.47
274.05
387.39
486.98
574.18
650.22
716.24
773.25
822.20
863.91
899.1 7
928.66

G H N

61.88
61.88
61.88
61.88
61.88
61.88
61.88
61.88
61.88
61.88
61.88
61.88

61 _88

61.88

61.88
61 .88
61.88
51.88
61.88
61.88
61.88
61.88
61 -88
61 .88

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

1 56.23
144.42
1 40.56
f32.69
124.82
1 16.95
109.09
101.22
93.35
85.48
77.62
69.75

PV Ta Shie¡ds
Tax on shieìds

44O.24

199.27

l¡vestmenl
After Tax lnveslment

742.59
543.32

Adjust for Tax cross-up[--ãza-õ-sl.-'--- -' ev Rev neq@



Exhibit WVP-4
Duquesne Light Company
Calculation of Monthly Distribution Rate
219 W LED lnstallation
Dockel No. R-2O1 3-23721 29

Page 4 ol 6

Financial lnpul
Capital lnvestment - Material
Cãoitâlìzed Lâbôr

Total Cap¡talized lnvestmenl $941.59

Yea6 for stEight I¡ne ÞlgL depreciation
Book Depreciation Rate
Yea6 for straighl l¡ne lAX depreciation
Tax Depreciation Hate

Tax Rate

lnput

$713.00
s228 5C

l¡onlhly D¡str¡but¡on Rate

Sum of PV of Revenue Requirement

Levelìzed Annual Reveñue tìequiremenl

Tolal Monthly Dislr¡bution Rate

433%
12

9.99%
35.0O%
41/9%
58.51%
1.70921

$1,177.52

$1 51 _73

Annual O&M / Maintenance Expense $38.1 0
Annua¡ Revenue Requirement $189-83

Nel Monthly Tarif Rate
PA Grosç Bæeiôls Tâx

$15.82
s0 c9

Slâlê
Federal
Combined
Gross Revenue Adjustment
Gross Revenue Conversion Factor

$16.8r

198.'t 7
1 88_20

1 68.25
154.27
'148_30

1 38.32
12434
118.37
108.39

98.42
44.44

PA Gross Receipls Tax

Weighted Cosl ol Capital
Capitalizat¡on

Ralio
Debt 43 .Oao/ô

Preferred 5.03%

5.90"/"

Weighted
Rate Relurn WATCC

5.1 8% 2.230/" 'l .300/"

5.AA% 0.30/" 0.30%

Tolal
Return on Return on Relum on Book
Preferred Equity Net Plant Deprec.

C+D+E

Equiv 51.89oh 11.25'/. 5.84o/â 5.A46/6

100.00% 8.36"/. 7.44"/"

A D F H N

B.O.Y.
Pfâñt

Relurn on
Debt

Tax
Deprec.

E.O.Y
Def. lnc. Tâx

lncome Tax ¡ncome Tax
on Preferred on Equity

l¡@me
Tâtes

Revenue Cumulative
Requirement NPV

J K L M

(H-G)-Tax D'(Tax41-Tax)) E'(Tax{1-Tax)) J+K F+G+L

Yeat

1

2

3
4
5

7
I
I
'10

11

12

941.59
863.13
784.66
706.20

549-26
470.80

31 3.86
235.40
1 56.93

78.47

21.04

17.50
15.75
14.00

10.50

8.75
7.OO

5.25
3_50

1.75

2.78

2.O9

1,86
1.62
1.39
'1 .16
0.93
0.70
0-46
o.23

54.97
50.39
45.81

36.64
32.06

22.90
'18.32

13.74
9.16
4.58

78.75

65.62
59.06
52.50
45.94
39.37
32.81
26.25
19.69

78.47
78.47
78.47
78.47
78.47
74.47
74.47
74.47
7a.47
78.47
7a.47
78.47

78.47
78.47
78.47
74.47
78.47
74.47
74.47
78.47
78.47
78.47
7a.47
74.47

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

1.98
1_81

1.65
1.48

0.99
o.82
0.66
0.49
0.33
0.16

38.98
35.73
32.49
29.24
25.99

19.49

16.24
1 2_99

9.75
6.50
3.25

40.96

34.13
30.72
27.31
23.89
20.4A
17.07
13.65
10.24

3.41

144.45
347 _50

491.21
617.48
724.O4
824.46
908-17
980.47

1,042.53
1,095.43
1,140.13
1 .177.52

PV Td Sh¡elds
Ta on shìelds

608.94
252.67

lnvestment
Afler Tax lnvestment

941 .59
688.92

Adjust for Tax Gross-up@*-- ev nev neql---JJ773El



Exhibit WVP-4
Duquesne Light Company
Calculation of Monthly Distribution Rate
196 W LED lnstallat¡on
Dockêl No. R-2O 13-23721 29

Pâge 5 ol 6

Financ¡al lnput
CapÌtal lnvstment - Material
Capilalized Labor
TolalCapitalized¡nvestment $1,079.59

Years for straight Iine ÞggBdepreciation
Book Deprecialion Rale
Years lor straight ìine lAX deprecialion
Tã Deprec¡ation Rate

Tax Rate

lnput
$851.00
$228.59

t onthly D¡stribulion Bate

Sum ol Pv of Revenue Requirement

Levelized Annual Revenue Fìequirement
Anñlrâl O&M / Mâiñtenânæ FrôÞnsÞ
Annual Revenue Requiremenl

Net Monlhly Taritf Rate
PA Gross Receiots ïax
Tolal Monthly Distr¡bution Rate

8.33%

8.33%

90,29
82.77
75.24
67.72
60.1 I
52.67
45.15
37_62

30.1 0
22.57
15.05

7.52

$1,350.10

$173.97
s3a 10

s212.07

State
Federal
Combined
Gross Fevenue Adjustment
Gross Revenue Conversion Factor

9.99%
35.00"/.
41.49/"
58.51"h
1_70921

$17-67
s1_1 1

PA Gross Rece¡pts Tax 5.900/"

Welghted Cosl ol Capital
Capitalizalion Weighted

Batio Rate Relum WATCC
Debt 43.OA"/" 5. 18"/" 2.23"/" 1 .3O"/o

Preferred 5.O3"/. 5.AA"/. 0.30% O.3O%

Eauiv 51.A9"/" 11 .25"/" 5.84/" 5.84o/"

100.00"/" 8.36% 7.44"/"

B c E H

Deprec.
E,O,Y

Del. lnc. Tax
lncome
Taxes

$r8.78

215.78
204.34
192.90
'181.47

170.03
158.59
1 47.15

124.24
1 12-84
101.40

K L N

B.O.Y
Plant

Relurn on
Debt

Return on
Preferred

Return on Retum on Book
Equity Nel Planl Deprec.

C+D+E

Tax lrcome Tax lnæme Tax
on Preferred on Equity

Revenue Cumulative
Requiremenl NPVYear

(H-G)"Tax D'(Tax{1-Tax)) E (Tax/(1-Tax)) J+K F+G+L

1,079.59
989.63
899.66
809.70
719.73
629.76
539.80
449.83
359.86
269.90
179.93

89.97

24.07
22.O7
20.06
18.06
16_05

14.O4

12.44
10.03

B.O2

6.02
4.01
2.O1

2.93

1 _86

1.60

1.06
0.80
0.53
o.27

63.02
57.77
52.52
47.27
42.02
36.76

26.26
21 .O1

15.76
1 0.50
5.25

89.97
89.97
89.97
89.97
89.97
89.97
89.97
89.97
89.97
89.97
89.97
89.97

89.97
89.97
89.97

89.97

89.97
89.97
89.97
89.97

0.00
0.00
0.00
0.00
0.00
0.00
0-00
0.00
0.00
0_00

0_00

0_00

2_26

2_OA

1.89
1.70
1-51

1 .13
0.94
o.75
0.57
0.38
0.19

44.70
40.97

33.52
29.80
26.07
22.35
1 8.62
14.90
11.17
7.45

46.96
43.05
39.13

27.39
23.48
19.57
1 5.65
11.74

211.49
394.42
563.20
707.94
834.74
945.30

1,O4't.28
1,124.17
1,195.32
1,255.97
'I,307.23

1,350.1 0

PV Td Shields
Tax on shields

698.1 I
289.70

lnvestment
After Tax lñvestment

'1.079.59

789.89

Adjust for Tax cross-UpL1 €sõlil<----- evnevneq[@



Exhibit WVP-4
Duquesne Light Gompany
Calculation of Monthly D¡str¡bution Rate
256 W LED lnstallation
Docket No. R-2O1 3-237 21 29

Page 6 of 6

Financial lnput
Capilal lnveslment - Material
CaoitalÞed Lãbor
Total Capital¡zed lnveslmenl $1,189.59

Years for straìghl l¡ne ÞggE depreciat¡on
Book Depreciation Rale
Yeaß lor straìghl l¡ne lel depreciation
Tax Depreciation Rate

Tax Rale

PA Gross Reælpls Tax

We¡ghted Cosl ol Cap¡tal
Caplta¡¡zation

Ratio
Debl 43.08%
Preferred 5.03"/.
Eouitv 51.890/"

100.00ô/o

5.90%

Weighted
Relurn WATCC

2.23/" 1.307"
0_30% 0.30%
5.840/" 5.A40/"

8.36"/. 7.44"/"

F

Tolal
Return on Retum on Book

Equity Nel Planl Deprec.

C+D+E

Monthly D¡stribut¡on Rate

Sum ol PV of Revenue Requiremenl

Levelized Annual Bevenue Requirement

Total Month¡y Distributioñ Rate

lncome Tax lncome Tax
on Preferred on Equity

$20.35

M

25437

225.16
212.56
'199.96

1 87-35
174.75
1 62.1 5
149.54
136.94
124.34
111 74

InDut

$961.00
$228 59

12
8.33"/"

12
433/"

9.99"/.
35.00"/o
41.490/o

58.51"/"
1.70921

$1,487_66

$1 91 _70

Annual O&M / Maintenance Expense $38-1 0
Annual Revenue Requirement $229-80

Net Monthly Tarifl Rate
PA Gross Rece¡ots Tâx

$19.15
s1 20

Slate
Federal

Combined
Gross Revenue Adjustment
Gross Revenue Conversion Faclor

c

Rate
5.1 8"/.
5.88"/.

11 .250/"

D H N

Year
B.O.Y.
Plant

Return on
Debl

Beturn on
Prefered

Tax
Deprec.

E.O,Y
Def. lnc. Tax

Tolal
lncome
Tâxês

Flevenue Cumulative
Requiremenl NPV

(H-G)'Tax D'(Tax/(1-Tax)) E (Tax{1-Tax)) J+K F+G+L

1,189_59
1,090.46

492.20
793.06

693.93
594.80
495.66
396.53
297.40
198.27

99.1 3

3.52

2.64

2.O5

1.76
1.47
1.17
0.88
0.59
o.29

99_13

99.13

99.1 3
99.1 3
99.1 3
99.1 3
99.1 3
99.1 3
99.1 3
99.1 3

99.1 3

99.1 3
99.'13
99.13

99.13
99.1 3

s9.1 3

0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

2.50
2.29
2.OB

1.a7
1-66

1.25

1.04
0.83
0.62
0.42
o.21

49.25
45.15
41.O4
36.94
32.83
28.73
24.63
20.52
16.42

4.21

4.10

51_75
47.43
43.12
38_81

34.50
30_1 9
25.87
21.56
17.25
12.94

4.31

26.53
24.32

22.11
19.90
17.69

15.47
13,26
11-05
8.84
6.63
4.42
2.21

69.44
63.66
57.47
52.08
46.30
40.51
34.72
28.94

11.57
5.79

99.49
91.20

82.91
74.62

58.04
49.75
41.45
33.16
24.a7
1 6_58

4.29

PV Td Shields
Tâx on shields

769.32

¡¡veslñeñl
Aller Tax lnvestmenl

233.O4
439.O2

620.58
780.1 1

91 9.80
1,041.61
1.147.37
1,234_71

1.317.11
1,383.94
1,440.42
1 ,447.66

on

Adjust lor Tax Gross-Up

1.189.59
870.38

ev nev neq@



Exhibit wvP-s
Duquesne Light Company

Pens¡on Rate Ad¡ustment Mechanism
lllustrative Calculation of Adjustment to Distribution Rates

Docket No. R-2OI3-237 2f29

Base

Expense

Level

{S000's)

Note 1

A

26.M3

14,980

1,71,7

143

33

26.O43

Rate

Class

Factor

B=A/Total

Projected

Expense

Level

{S000's)

Note 2

c

20.000

Allocated
Share

Expense

Adjustment
1S000's)

Page 1 of 1

Unit Rate

Rate

Schedule

FERC Account 926

RS

RH (s)

RA (s)

GS

GM<25 KW

GM=>25 kW

GMH (6)

GL

GLH (7)

L

HVPs (8)

SE

AL, SM,SH,PAL

AL

sM, sH, PAL (9)

UMS

Adjusted

Distr¡bution

Rate

Sa.¡z
2.1747

5r2.73
s8,s31.66

56.32

511.30

se.88

D=B*C E=D-A

Forecâst

U nits

Note 3

(3,4761 3,758,7O9,1O9

(281) 393,77A,677

(33) s0,s00,328

(13s) 90,997,477
(268) s93,O62,7O8

(630) 2,1.86,4L4,249
(94) 2A9,8r7,r95

4,720,68A

337,105,005

7,280,702

48

(8)

(6,043)

482,342

725,584

3

725,58t
66,O79

Pension Current
Rate Distribution

Adiustment Rate

Note 4

G H=E/t

B¡lling

Un¡t

kwh
kwh
kwh

kwh
kwh
kwh
kwh

(o.oe2s)

(0.0714)

(0.06s7)

(0.1484)

(o.o4s2)

(0.0288)

(o.o32s)

(s0.13)

(o.o2ee)

(s0.17)

(S1s.34)

(So.zz¡

(s0.22)

(s0.12)

K

57.5%

4.7%

o.so/.

o.20/o

2.60/o

o.r%

too.o%

11,504

930

110

447

886

2,O87

372

4.3961

4.3961

4.396r

4.3036

4.3247

4.3304

4.8981
'J..24A7

7.3175
r.2487

4.7497

1.2035

7.2887

7.2162

$8.4s
2.1446

512.30
S8,ss1.oo

S6.s4

S11.s2

S1o.oo

cents/kWh
cents/kWh
Cents/kWh

cents/kWh
cents/kWh
cents/kWh
cents/kWh

s/kw
cents/kWh

s/kw
5/Month

S/Month
S/Fixture/Mo.
S/Month

582

L,L54

2,717

406

2.2%

4.4%

ro.40/.

1,.6%

2,776
434

936

4

10.4%

7.7%

3.6%

o.o%

2,086
333

719
3

(630)

(101)

\2r7l|
(1)

kwh

Bills

(12)4T

518 (1s6)
53

674

F¡xtures (So.oa¡ 52.57 52.54 S/Fìxture/Mo.

Bilìs

Fìxtures

Billsz5

20.000Total

1/ Exhibìt 6-24, pages 7 and 8, line 125, FERC Account 926, Employee Pensions and Benefits.

2/ Hypothet¡cal amount shown for ilìustrative purposes only.

3/ DFR lV-C, pages 1-23

4/ Proposed rates defined in Exhibit WVP-1 and WVP-3.

5/ May through October kwh rate shown. The Pension Rate Adjustment would also apply to the November through Apr¡l kwh rate.
6/JunethroughSeptemberkwhrateshown. ThePensionRateAdjustmentwouldalsoapplytotheOctoberthroughMaykwhrate.
7/ W¡nter kwh rate only. There åre no charges for summer kWh usage.

8/ Monthly rate shown for customers w¡th bi¡ling demand less thãn 5O,O0O kW. The same Pensìon Rate Adjustment would apply to the other rate blocks.

9/ 100 W Mercury Vapor fixture rate shown for illustrative purposes. The same Pension Rate Adjustment would apply

to the distribution charge of all fixture wattaBes.
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