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PENNSYLVANIA POWER COMPANY

FILING REQUIREMENT II-E-1:
“Supply acopy of any budget utilized as a basis for any test year claim, and explain
the utility’ s budgeting process.”

RESPONSE:
The FirstEnergy budget guidelines details the items required for the preparation of
the construction and operating budgets. See attached Penn Power RAD-45,
Attachment A for areview of the guidelines.
Beginning in 2014, FirstEnergy implemented a new budget and long-term planning
application, Ul Planner. See attached Penn Power Exhibit, RAD-45 Attachment B

for an explanation of FirstEnergy’s budget process.

See Penn Power Exhibit RAD-18 for a copy of the budget utilized for the test year.
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The integrated business planning proceass is critical o the success of FirstEnergy. A key component of
this process is the annual budget which provides a method o quantify and report the current year's
expectations and helps drive the enterprise toward achieving both short-term and long-term financial
and operational objectives. The budget also helps facilitate lthe efficient usage of the Company's
financia! resources and allows us {0 measure actual performance against projections.

The guidelines in this booklet are intended to assist persons responsible for direct input of data into the
SAP system as they prepare the 2014 annual budget. The 2014 budget should be based on your
business unit's business plans and should align with Executive Council’s expectations.

Business Unit income Statements will be produced using the Profit Center Accounting module in SAP.
Budget detalls will be developed and input using the varicus SAP cost collectors {i.e. cost centers,
internat orders and WBSs}. Through system mappling within SAP, these cost collectors are assigned to
Profit Centers. Once data input is completed and the SAP system is closed, Business Unit Income
Statements will be available for review. The Profit Center Hierarchy (PC0001B) serves as the source for
the structure of Business Unit Income Statements). Earnings Driver reports which measure the impact
and contribution of key items 1o the financial performance of each Business Unit will also be produced.
Any qusstions concerning these slatements should be directed to Mike Kreighbaum (825-2556) or
Carrie Wokaly {825-6005}.

Please Note: For the 2014 Forecast and the 2014 Annual Budget we will follow the same process
as last year in SAP. However, as pari of the Financial Transformation project, we will be implementing
the new Cost Accountabifity Model and begin doing our forecasting and budget inpuls into a new
financial tool, UlPlanner. Separale documenlation and training for the too! will be provided through the
FiT team. Below is a high level summary of the upcoming implementation timeline.

e Finanetal
¢ Transtermatlon
© Prejerl

Path to Implementation

BEP Tool Go-Live
No longer I SAP or

integration & KRPL : o
Regression ~ Forecast 5 QF# BFP
" T N CoHY jem 4!
Testing b T HAM Reporting 5.¥s Plan Enhan¢ements
) ool and Cost Flow
: pilot  Shakedovm Go-Live Update
Unit Test T i’ ] I [
2013 2014 |

Training August 20 - 22 ~ 24 hours
BFP Pilot Sept2-0ct28 ~ 10/lweek
Acct Model Shakedown Sept9-0ct 28 ~16lweek
Train the Qrganization November ~ 24 hours
Update End-User Queries | November - December Varies
Assist with rollout Dec - Jan Varies
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Note: 2014 hudget documentation can be found in U:\Public\Budget Info\2014 Budget

Overview For Budget Input

Innin fdust Be Done For The Fellowing:

» Gross Payroll {Dollars)

¥ Staffing Level {Headcount) — Coordinate with IBP-Business Services and Workforee Planning
» Other — Than — Labor (OTL)

> Activity Input Planning

B Hours to Cost Centers, WBSs and Internal Orders

Annual Budget:
» 2014 Budget detail planning will be input in Version 20
¥ 2014 Final Closed detail budget will be in Version 12 unless otherwise noted

Calendar of Events

The 2014 Forecast Schedule

Activity Completion Date
¥ SAP 2014 V20 Opens 7/29/2013
» Complete Headcount & Gross Payroll 8/30/2013
> All Hevenues & Expenses updated to calculate deferrals 9/6/2013
» Lock SAP V20 @ 5 p.m. 9/13/2013
» IBP/Gen Accounting process 2014 Budget V13 9/16 — 9/20/2013
» Business Units to begin validation of resulis 9/20/2013

Pates for the final budget will be announced after the forecast is completed.

The 2014 Budget Schedule

Activity: Business Units enter 2014 Detall Budgets Completion Date
» Gross Payroll Input Complete TBD
¥ Headcount Input Complete TBD
» HR Benetits Complete 8D
» Revenues/Expenses Impacting Deferrals & Amortizations TBD
{Including Inter-Company Transactions)
¥ Transmission Revenues & Expenses TBD
¥ Inter-company Transactions Input Complete TBD
¥ Lockdown of SAP sysiem TBD

THESE DATES ARE SUBJECT TO CHANGE

Throughout the budget cycle you should expect to receive communications as needed to
ensure the schedule is met. The purpose of these communications will be to help individuals
manage budgeting activities, ensure mid-process completion goals are met, and address any
issues that arise during the budget entry period.

August 2013 Confidential — For Internal Use Page 3




Penn Power Exhibit RAD-45
Witness: R. A. D'Angelo
Attachment A

Page 5 of 38

Straight Time Payroll

Straight time payroll for the 2014 Budget will be developed and input by the Business Units. The
budget is based on projected staffing levels and estimated employee salaries based on a regular
weekly schedule of 40 hours per week per full-time employee

Adjusiments should be made for changes in payroll due fo atlrition, retirements, promoticns, demotions,
and all salary adjustments including general wage rate increases. Annual wage rate increases need

to be applied by the Business Units, based on the appropriate rate chande and timing. The

assumed wage rate for non-bargaining employees is 3.0%. The non-bargaining WRI should be
assumed to be effective September 1, 2014. For bargaining unit employees, the bargaining unit WRIl is
hased on the terms of each unicn contract.

The monthly spread of straight time labor should be based on the number of pay weeks in sach month
according to the Payroll Calendar. Distribution key(s}) for the monthly distribution of payroll are noted
below for bl-weekly payroll and in the Reference Material Section for the weekly payroll. Keep in mind,
the distribution keys are only used to spread the monthly data and do not increase the yearly or
monthly totals for the wage rate increases. The budget preparer needs to calculate the annual payroli
and inflate it for any expecied WRI, then use the appropriate distribution key to spread the payroll.
Payroll must be spread by month, not summed and input Into one month.

The appropriate general ledger accounts/cost elements for Straight Time Labor:
Straight Time Payroll

520010 Payroll - Straight Time - Bargaining

520050 Payroll - Straight Time - Non-Bargaining
520051 Payroli - Straight Time - Temporary Help
520062 Payroll - Straight Time Coop Students
520063 Payroll - Straight Time-Part Time-Non-Barg
520064 Payroll - Straight Time-Part Time-Bargaining

NOTE: If a Business Unit(s) has a question about developing its
straight time payroll estimates or the input of the dollars into SAP
{(including the appropriate spreads and wage rate increases),
please contact Corporate Budgets and Forecasts before the Gross
Payroll entry deadline. (See Key Contacts page 27)

Payroll Calendar information:
2014 Bi-Weekly payroll

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Toial
Weeks 4 4 6 4 4 4 4 6 4 4 4 4 52
Hours 160 160 240 160 160 160 160 240 160 160 160 160 2080

Distribution Keys P148 and P14B both use this spread patlern. The P13B Distribution Key
assumes a 3% March wage increase, while P14S assumes a 3% wage increase in September.
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2014 Weekly payroll

Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec Total
Wesks 4 4 5 4 5 4 4 5 4 4 5 4 52
Hours 160 160 200 160 200 160 160 200 160 160 200 160 2080

For weekly payroll, refer to the list of Distribution Keys in the Reference Material Sectfon
(Chapter 7) for the distribution Key that spreads payroll based on the effective month of the
WRI. if additional distribution keys are needed, contact Corporate Budgets and Forecasts.

Overtime Payroll
Cosls associated in a given pay week for work exceeding 40 hours, The addition of overtime dollars to
the budget should be planned and approved accordingly. Planning for all overtime will be completed by
the business units using the appropriate cost elements:

520110 Payroll - Overtime Bargaining

520150 Payroll - Overtime Non Bargaining

520151 Payroll - Overlime Temporaty Help

520162 Payrolt - Overtime Co-Op Student

520163 Payroll - Overtime Part Time Non Barg

520164 Payroll - Overtime Part Time Bargaining

Payroll Overheads

" Payroll Overheads — Employee Benefils, Incentive Comp and Payroll Taxes will be applied as an
overhead during the closing process. The rates will be determined by General Accounting and input
into the SAP costing sheets after final payroli is determined and ali gross benefit costs (medical, dental,
prescription drug et¢.) are input into the HR benefit cost centers.

Employee Benefils — Benefit costs will be developed by Human Resources/Corp Budgels & Forecasls

and input into the Special Purpose Ledger {SPL) in HR benefit cost centers using the appropriate
primary cost elements, Pension and OPEB cosls are not included In the Employee Benefits overhead
calcuiation but are applied to capital work as specific capital overheads.

The secondary cost element 850070 — Payroll Overhead Benefits — Straight Time will be used
ta apply the Benefil overhead on straight time payroll during the budget closing process.

Payroll Taxes - will be budgeted by Corporate Budgets and Forecasts and inpuk into the SPL in
Special Tax cost centers.

The secondary cost element 850080 — Payroll Overhead - Taxes will be used to apply
the Payroll Tax overhead on straight time and overiime payroll during the closing process.

Incentive Comp - will be budgeted by Human Resources/Corp Budgets and Forecasts and input into

the SPL in Special Incentive Comp cosi centers.

The secondary cost element 850090 — Incentive Comp will be used to apply
the Incentive Comp overhead on straight time and overlime payroli during the closing process.

August 2013 Confidential — For Internal Use Page 5




Penn Power Exhibit RAD-45
Witness: R. A. D'Angelo
Attachment A

Page 7 of 38

Pavyroll Related ltems

Other payroll related general ledger accounts/cost elements:

520019 Payroll Retention Bonuses — Budgeted by the Business Unit granting the bonus
520165 Payroll Accrual {Budgeted only by General Accounting)

520250 Payroll Bonuses - Represents annual bonuses and other bonuses awarded
throughout the year for special circumstances and are the responsibility of the Business Units
520260 Fayroll Additional Comp — MGRK (Budgeted by Business Units where appropriate)
520300 Payroll Restricted Stock (Budgeted only by HR/Corporate Budgets and Forgcasts)
520400 Payroll Severance — (Budget only by HR/Corporate Budgets and Forecasts)

520500 Payroll Adjustments to Gross - Examples include retro pay, grievance settlements,
remote reporting costs, and relocation expenses not covered by HR (See Relocation Policy
found on the Services & Support section of the FirstPlace Portal}.

SAP INPUT - TRANSACTIONS OVERVIEW for GROSS PAYROLL
Set Planner Profile == Transaction KP04
Profile = FE-CO01
Planning input => Transaction KP06
Layout = CC Primary No Excel or CC Prime - Y4

Note: Under no circumstance, should any of the payroll-related
costis listed, including straight time, overtime, or bonuses be
budgeted directly in the SPL via Transaction GP12N.
Transaction KP06 should be used.

Staffing
Staffing levels (Headcount) must be input by month, by individual Cost Center, using Statistical Key
FFigures (SKFs) — transaction KP46. Budget all full-time, patt-time, and temporary FE employees on
SAP Payroli. New employees should be budgeted in the month in which they will start. Do not
include contractor/non-FE employees and do not assume all hires begin the month of January. The
following SKFs should be used:

Bargaining Non-Bargaining

Full-Time EMPFTB EMPFTN
Part-Time EMPPTB EMPPTN
Temporary EMPTPB EMPTPN
Student intern  EMPSIB EMPSIN

SAP INPUT — TRANSACTIONS OVERVIEW for STATISTICAL KEY FIGURES
Set Planner Profile => Transaction KP(4
Profile = FE-COOQ1
Planning Input => Transaction KP46
Layout = CCTR STAT Key FigPL or SKF-Y4

Budget Tip: After input of stafting levels and payroll dollars is complete, check that the monthly
payroll totals are consistent with the monthly headcount projections.
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Activity Input Planning (Hours)

Payroll costs can be moved from the employee or responsible cost centers to a target or receiving cost
collector {(Cost Center, Order or WBS element) by planning productive hours by activity type. The
activity price associated with each cost center/activity type combination is calculated and input by
Corporate Budgets and Forecasts. These activity prices are then used to produce the standard labor

activity altocations.

Unproductive Time — Planning for unproductive time (i.e. sick lime, safety meetings, union business,
elc.) is not required. These costs remain in the responsible cost center and the unproductive hours and
assoclated costs are incorporated in the calculation of the activily prices.

SAP INPUT — TRANSACTIONS OVERVIEW for ACTIVITY INPUT PLANNING {(HOURS)
Set Planner Profile => Transaction KF04
Profile for Hrs charged to Cost Centers = FE-CO01
Profile for Hrs charged to Int. Order = FE-COO01
Profile for Hrs charged to WBS Elem = TD-PS01 or GEN-FRMF or GEN-FRMN
Planning input =>
Cost Centers => Transaction KP06
Layout = CC Act Inp No Excel or CC- Act-Y4
Int. Orders => Transaction KPF6
Layoui = OR Act Inp No Excel or OR- Act-Y4
WBS Elem => Transaction CJR2
Layout = Act Input or WBS - Act-Y4
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All input into the SAP system for non-labor ftems is entered in Special Purpose Ledger Z9 using
transaction GP12N — Change Plan Data - Special Purpose Ledger.

All transactions for non-labor items must contain:
Responsible Cost Center
Cost Element
Target Cost Gollector — Cost Center, Order, Network or WBS element
Target Cost Collector Type — (KS, OR, PR)
Cost Type (Capital, O&M, Other)

Responsible Cost Center for Other-Than-Labor is defined as the Cost Center with
budget responsibility for the expenditure,

All OTL input into the Special Ledger must be entered as company SC00.

Cost Types are defined as follows:

Type 1 Capital - Capital is planned to WBS Elements. WBS Elements are defined as Cost Type 1
if they settle to:
107XXX Construction Work In Progress
108XXX Retirement Work In Progress
Capitalized Nuclear Fuel Accounis
CWIP and BRWIP for Non-Utility assets
Type 2 O&M (income Statement Accounts)
Type 2 is any cost that seifles to a Cost Center and becomes part of the Income Statement
(predominately O&M but includes revenues, interest income, depreciation efc.)
Type 3 Other
Type 3 charges are any costs that settle to Balance Sheet accounts and are not considered
Capital.

SAP INPUT - TRANSACTIONS OVERVIEW FOR OTL
Set Planner Profile =» Transaction GLPLSET
Profile = ZZSPL902
Planning Input => Transaction GP12N
Layout = ZZSPL90 or ZZSPL90-Y4

Guidelines for Generai Business ltems:

Office Supplies — Cost Element 540100

Stationary type items purchased through Staples or similar vendor, e.g., annual planners and
calendars, etc. The budget should be at the department/plant level rather than the cost center level to
maintain consistency and control within the business unit.
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Telecommunications Equipment and Service — Cost Element 590000
Costs associated with Company approved/provided cellular telephone equipment and associated
monthly cellular charges are to be budgeted by cellular user's business unit,

- Basic cellular voiceftext service - $50 maonthly per telephone.

Smartphone (iPhone) - $100 moenthly per telephone.

- Cellular broadband data service {laptop and MiFi's/HotSpot} - $55 monthly per device.
Business Units should refer io the Computer Peripherals Price Lisi (page 11} to budgst for costs
associated with purchase of the cellular equipment.

Copies/Multi-functional devices (MFD), Printers, Faxes

Copier/MFD and printer equipment along with maintenance and supplies for general office use are
budgeted by IT. Plotter purchase/lease, specialty copiers or printers, fax machines, and associated
servicefsupply costs are to be budgeted by the responsible Business Unit. For special projects, short-
term needs, and plant outages the cost for copy, fax, and print devices are to be budgeted by the
responsible Business Unit. Contact IT to determine if existing devices may be redeployed for shott
ferm needs.

Budget printer equipment to G/L 580020, supplies to 560200, and maintenance to 550300.

Budget copier equipment to G/L 570052, supplies and maintenance to 560200,

Budget fax equipment and supplies to G/L 560200, maintenance to 550300,

Employee Expenses —- Cost Element 540000
Miscellaneous expenses as a result of conducting company business not caplured in other cost
elements and reimbursed through an employee expense report.

Employee Meals —~ Cost Element 540010
Expensed meals as a result of company business.

Emergency Employee Expense / No Meals - Cost Element 540015
Miscellaneous expenses thal were incurred unexpectedly (call-outs, storms, and outages).

Travel Expenses — Cost Element 540101

Expenses incurred while traveling on company business that are not reimbursed through employee
expense reports. Each business unit should budget for use of the corporate jet by their employees at
the rate of $220 per "one way trip”. Example: For one person flying from Akron to Morristown, $220 is
charged to the employee’s responsible cast center. Persons budgeting for Executive travel will be
provided more detailed information separately from these guidslines.

Per Diem - Cost Element 540102
Fixed rate for change In work location, outages, etc. Often used in lieu of meals and possibly other

related employee expenses.

Travel Expenses — Corp Jet — Cost Element 540106
Costs associated with use of corporate jet. This cost element is used exclusively by the Flight

Operations Group.

Employee Expense — Training — Cost Element 540020
External seminar fees and associated external training expenses.

Training Student Expenses —~ Cost Element 540103
Student training fees for internal courses coordinated by Human Resources.

Postage — Cost Element 656100

All non-customer mailings/billings, including large packages {UPS, FedEx, Overnight Express, etc)
should be budgeted by each Business Unit. Postage for customer related mailings and billings should
be budgeted by the Customer Service bill production cost centers.
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Other ltems:

Application Software Maintenance — Business application software maintenance will be budgeted by IT
Business Unit Support. Portfolio Managers will be contacting your department to coordinate budget
information and ensure that all maintenance fees are captured.

Banked Vacation — The payout of banked vacation should not be budgeted by the individual cost
centers. It is budgeted by Human Resources/Corp Budgets/Forecasts.

Claims (Payable and Receivable) — The ED Operating Companies should budget for (payable) claims
and lawsults related to distribution facilities (including personal injury, property damage, and vegetation
management claims), fleet vehicle accidents, and environmental injuries (such as asbestos) for
historical ownership of generating plants, as well as the legal fees and other adminisirative costs to
defend against such claims and lawsuits. The ED Operating Companies should also budget for
damages caused to their respective distribution facilities by outside parties; applying offsets by taking
into consideration histarical recovery amounts achieved through {receivable) claims activities.
Generating Plants should budget for anticipated (payable) claims and lawsuits related to their facilities,
as well as the legal fees and other administrative costs to defend against such claims and lawsuits.

Company Facilities — Real Estate and Facilities will budget for the maintenance and seivice contracts
for Corporate, FENOC and Fossil. Energy Delivery will budget for all Utility Company facilities. The
WBS structure will be utilized for both budgeting and tracking of O&M spend. Budgets will be
established using a WBS and WBS Element / Service Gategories:
+ lLandscaping
Janitorial
Building Maintenance
Waste Removal
Paving repairs
Elevators
HVAC
Roof repairs
Electrical
Mechanical Equipment
Fire Protection
Construction
Fences
Plumbing
Painting
Pest Control
Utilities
Snow Removal

4 & & & & & & & & & 5 4 & 5 S B

« Costs will be segregated by line of business (Corporate, FENOC, Fossil, and ED Operating

Company)
+ Monthly reporting of actuals will include the WBS, the Service Category and Building Cost

Center
o This will allow for a direct comparison of Budget to actual spend enabling a monthly view of

actuals versus budget.

Real Estate will budget for all building and land leases,

Corporate membership dues and fees, contributions and donations — It is the Company’s palicy to
enter into and maintain Corporate memberships in organizations deemed necessary to maintain
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professional expertise in various aspecls of the Company's operations and to establish and maintain
relationships with selected organizations with whom we share common interesis.

Corporate memberships will be budgeted and processed through the Contributions Department. The
company should not pay dues for an employee’s individual membership unless the membership is held
at the Company’s specific request. When this is the case, the dues and any fees or assessments
associated with membership should be budgeted in the employee’s administrative cost center.
Contributions will also be budgeted through the Contributions Department, working with Operating
Company management and the Corporate Affairs staff.

Deskiop Computer Hardware and Software — Standard PC workstations and laptops are budgeted in
IT Client Support based on a fixed replacement cycle (5 years for desktops, 3 years for laptops).
Peripheral equipment is not budgeted in IT. All peripheral equipment requires director approval, will
be ordered by the business unit (not IT) using a specific web site, and should be budgeted as a
purchase in the requesting business unit cost center. Listed below are some commonly requested
peripherals with pricing where applicable.

Computer Peripherals Price List:

Display Options Description Vendor / Model Approximate Cost
For Laptops Monitors not provided for laptops nfa
For Deskiops 17 Inch CRT provided for desktops See HP or SHI catalog on
upon failure of previous unit portal for options.
Cellular Description Vendor / Mode| Abproximate Cost
Cellular voiceftext Basic cellular handset and standard  {First Communications $30
accessories.
iPhone iPhone and standard accessories. ATE&T, Sprint, Verizon $150
Wirgless
Data — MiFi/Hot Spot Data device. AT&T, Sprint, Verizon $80 - $130
Wireloss
Laptop Options Description Vendor / Model Approximate Cost
Port Replicator for Part # A7E34AAHABA HP $130
nc8440p/8540p/8460/8470
Ploiters Description Vendor / Modal Approximate Cost
Standard HP Plotter Wide Format plotter/printer purchase  |HP $6,800
Purchase and ingtall
Standard HP Plottor Annual service for HP Plotter Print Service Provider $1,654
Service

Educational Assistance — Human Resources/Corp Budgets/Forecasts will budget for these oxXpenses,

Environimental Fees — Permit and environmental reporting fees shoutd be budgeted by each location.
The Environmental Dept. will budget for all sofiware maintenance fees associated with the ESC CEM
daita acquisition systems. The Environmental Department will also budget for all stack and CEM RATA
testing including labor, materials and outside test coniractors. Questions should be directed to Brittany

Cannato 879-6442.

EPRI - Business Units should budget for EPRI expenses based on approved progtams as well as
approved participation in Tailored Collaboration Projects, Co Funding Projects, or Billable Service
Agreements (Supplemental Agreements that are in addition to membership selections). Item numbers
for EPRI subscriptions will be available from FE Technologies . Subscription payments should be
budgeted monthly. Business Uniis who budget for EPRI should contact Stephen B. Briggs 825-3870,
for further information.

Fuel — Nuclear: The nuclear fuel expense budget is developed and entered by the Nuclear Fuels group
based on generation plans provided by each nuclear unit. Auxiliary boiler and diesel generator fuel is
budgeted by each nuclear site and entered by the Nuclear Generation Business Services. Capital
nuclear fuel purchases will be budgeted by the Nuclear Fuels group, to appropriate WBS elements.
Fossil: Coal, Oif (light-off and peaking), natural gas, SO2 allowances, NOX allowances, and reagent
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requirements will be modeled by the FES Planning & Analysis Group and budgeted by the Fuel Supply
Dept., using the plant/unit specific FERC cost centers.

Insurance — Property and Hability insurance will be budgeted by Risk Management.

Internal Use of Electricity ~ The costs of electricity for buildings and power plants owned by FE legal
entities within the Competitive Services Unit and Corporate Support Unit, for both generation and non-
generation components will be budgeted by Willlam Shonk (825-5472) of General Acocounting Services
in coordination with Gustomer Service, Retail Tariff Analysis & Forecasting and Facilities Management.

fnter-company Building Rent Revenue/Expense — The inter-company revenue and expense for
building rent invoiced between companies will be budgeted by Richard Snyder (500-6807) of General
Accounling Services and will be based upon building related operation and maintenance costs
budgeted by others.

Materials and Equipment — Material costs for direct purchases and stores issues are budgeted directly
in the cost cenier, order or WBS element along with the responsible cost center. An M&S overhead will
be applied to stores issues. The Controffer's Group will enter the rates into the costing sheets and the
system will generate the M&S overheads as part of the budget closing process.

Professional Contractors & Outside Services — Contracted work from professional and outside
sorvices vendors should be accounted for using the categories and cost elements established by
Business Unit. Please refer to the tables in Chapter 7 for further details.

Revenues — Budgeted revenues must be entered as negative numbors.

Sales Tax - Business Units should include sales taxes incurred as part of the purchase price of taxable
items in their cost centers.

Medical Surveillance Testing — Occupational Health -The outside vendor costs for employees
participating in the FirstEnergy Medical Survelllance Program (Regulatory required) should be budgeted
in the individual employee’s responsible Cost Center. Each Plant and Operating Company should
account for these costs (i.e., regulatory required respirator fithess exams, heating lests, asbestos and
lead physicals, etc.). The Industrial Relations-Health & Safety section will provide specific cost
information related to this activity, contact Timothy Walter 825-1706 or Chuck Fabo 825-5162.

Drug & Aicohol Testing Program — CDL/DOT, Maritime, Safety Sensitive, Ohio State Project
Work, New Hires- The outside vendor costs for employees participating in FirstEnergy's Drug &
Alcohol Testing Program (Company and Regulatory required) should be budgeted in the individual
employee's responsible Cost Center. Each Plant and Operating Company should account for these
costs in 2014. The Industrial Relations-Health & Safety section will provide specific cost information
related o this activity, contact Timothy Walter 825-1706 or Chuck Fabo 825-5162.

industrial Hygiene (IH) Assessments — The outside vendor costs associated with OSHA reguired
routine IH monitoring, including associated laboratory analyses and processing costs, should be
budgeted in the individual employee’s responsible cost center. Routine monitoring (OSHA required)
includes periodic assessment of the following hazards: Noise, Ashestos, Inorganic-arsenic, Lead,
Personal Protective Equipment, Confined Space Entry, etc. The Industrial Relations—Healih & Safety
section will continue to support and budget for special, complex or unique IH assessment needs.
Specific cost information relfated to this budgeting activity will be provided by the industrial Relations-
Health & Safety section, contact Timothy Walter 825-1706 or Martin Duffy 825-3814,

Satellite Airtime - The infrastructure cost fo provide the service will be paid by IT Network Services.
The usage is not an IT cost and should, therefore, be budgeted by the business units at these rates:
BTV broadcasts $800 /hour (Bandwidth 3.0Mbyhr)
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Severance — Each Executive Council member is contacted by HR to determine the appropriate level of
severance to be budgeted. Cost of severance payments, as determined by HR, will be entered into the
SAP system by HR/Corp Budgets/Forecasts.

Supply Chain/inventoty Items — inventory Adjustments - Each plant and Operating Company should
budget for its own storeroom’s inventary adjustments. Assets No Longer Used or Useful ~ Obsolete
inventory - Each location should budget for its own obsolete inventory write-offs. With market value of
these items being unknown, i Is recommended that Business Units not budget for proceads from
obsolete inventory sales. Assets Other Than Inventory - Investment recovery proceeds from the sale of
ttems will be gliven to the Business Unit that provided the items. We will use the accounting the
Business Unit provides.

Tralning — Business unit cost centers should budget for on-site classes that support company-wide,
employee, or departraent-specific programs. The Leatning and Development Department (L&D) will
budget for the New Supervisor/Manager program. However, the business unit cost centers
shouid budget for associated travel and lodging expense. Questions should be addressed o
Jacqueline Roth 825-7890,

The information Technology Dept (IT) will budget for on-site classes that support company-wide
software applications. Business unit cost centers should budget for on-site classes that support
department-specific software applications.

Training — External — The cost of external training and seminars, as well as the trave! and lodging
expenses will be budgeted in the cost center requesting the training.

Transportation - Energy Delivery Transportation costs will be manually planned to appropriate cost
collectors using the cost element 545099 — Fleet usage manuat plan. The responsible cost center used
on the SPL is the appropriate Operating Company transportation contra cost center.

ESCRIPTION

IMPANY

Toledo Edison 416001 Transportalion Costs Undist-TE-Wsirn Reg
CEl 426001 Trangportation Costs Undist-CE-Nrth Reg
Ohio Edison 406001 Transportation Costs Undist-OE-Cnitrl Reg
Ohio Edison 406005 Transportation Costs Undisit-OE-Sthrn Reg
Ohio Edison 406003 Trangportation Costs Undist-OE-Estrn Reg
Penn Power 436001 Transporiation Cosis Undist-PP-Estin Reg
Penelec 456001 Transportation Costs Undist-PN-W PA Reg
Met Ed 446001 Transporiation Costs Undist-ME-E PA Reg
JCP&L 466003 Transportation Costs Undist-JC-Nrth Reg
JCP&L 466001 Transportation Cosis Undist-JC-Cntrl Reg
West Penn Power 492001 Trangportation Costs Undistrib- WPQ1
Mon Power 470201 Transpottation Costs Undistrib - MPO1
Polomac Edison 483001 Transportation Costs Undisfrib - PE10
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The Operating Companies must also plan a credit to the confra cost center in the amount planned out
to the cost collectors using the same Responsible Cost Center. The conira cost center should be used
as the target cost center for those credits.

Vehicle Leases & Licenses —
Vehicle lease payments should be budgeted, using G/L account 5700560 for all Operating Leases and
570075 for all Capital Leases, for the following:
+ Fleet Services cost center for Operating Company vehicles, (it is no longer necessary io budget
by each depariment in the Operating Company using the vehicle).
*  Each fossi generation plant, each nuciear generation plant, environmental, generation
technical sorvices.
* Each non-Operating Company or non-plant department using a vehicle. This would include
(but is not limited to}: IT, Corporate Transportation, Workforce Development, Administrative
Services, T&D Technical Services.

Vehicle licenses should be budgeted, using G/L account 650300, for the following:
» Fleet Services cost center for Operating Gompany vehicles.
+ Each fossii generation plant, each nuclear generation plant, environmental, generation
technical services.
* Each non-Operating Company or non-plant department using a vehicle. This would include
(butis not limited to): IT, Corporate Transportation, Workforce Development, Administrative
Services, T&D Technical Services.

All requests for vehicles and/or power operated equipment should be directed to the Fleet
Manager (see below) responsible for the area where the vehicle and/or equipment will be
assigned. The Fleet Manager will work with Corporate Fleet Services directly to place the
order, etc. Any questions related to this matter should be directed to Lisa Pfeifer 824-5090,

Bryan Komlos 824-5060 216-295-5060

Toledo Edison Jeff Burgoon 883-5938 419-249-5938
Ohie Edison/Penn

Power Robert Pyles 835-4099 330-436-4099

West Penn Power Mike Geitner 365-2020 724-743-2020

Penelec Wally Cunningham 430-8803 814-868-8803

Met Ed Frank Cummins 500-6573 610-921-8573

Mon Power Forrest Miller 324-1211 304-284-1211

Potomac Edison Jasan Hileman 300-5227 301-582-5227

JCP&L Nick Dello Russo 210-2237 973-989-2237

Personal Computer Hardware Items that require direct funding by the Business Units:

Unique, non-standard PC configurations. IT budgets each year for standard notebook and desktop
models and configurations. At the time IT approaches a client group to plan for the retirement /
replacement of thelr existing computers, the client group will need to provide the funds to cover any
cost above the standard model cost. Funding by the client will be required for special features such as:

» RAM (memory) above the standard configuration
¢ Higher CPU speeds or multiple CPU’s

s Tower model

*  Floppy drive (no longer provided on new PCs)

+ Video graphic cards
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Extra network interface cards

Optical or wireless mice or special trackball configurations

Ergonometric keyboards

Larger internal or external storage drives or memory slicks

Portt replicators or docking stations

Second batteries for notebook PCs

Glare shields

DC power converters or adapters

Monitors for notebooks {If you presently have one with your noteboaok, when it fails, it wilk not be
replaced without business unit funding.)

s Local printer (all printer requests must be forwarded to David A. Zelgler for review).

* & & & & & = o 9

Process refated PCs. |IT budgels each year for rollover of 20% of the office desktop PCs and 33% of
the office notebook PCs. PCs that are not typically used by employees, but rather dedicated to a

pracess are not funded out of the PC capital budget. Funding must be provided either within a capital
project when these systems are upgraded, or by the business unil. Examples of process PCs include:

*  AFSO and MRMS (TPP) ¢ Fiold equipment testing or data

+ EMS Consoles logging PCs

» GMS Consoles ¢ Special printer, scanner or plotter
* HVAC controls interfaces

+ Plant conirol systems * Cache PCs (pseudo servers)

+ Badge readers

Off-cycle (premature) replacement PCs. As mentioned satlier, IT budgets each year for rollover
of 20% of the office deskiop PCs and 33% of the office notebock PCs. The scheduling of
replacements is determined by the local Desklop Support team. Should any department require a
notebook PC to be replaced sooner than every 3 years, or a deskiop model to be replaced sooner
than every 5 years, the client group must fund the complete cost of the replacement.

Otf-cycle upgrade of a desktop unit to a notebook unit.  If an employee, because of their job
responsibilities, requires switching from a deskiop PC to a notebook PC, the full cost of the new
notebeok PC must be borne by the business unit if their desktop Is not scheduled to be replaced.
The exception to this rule is if the business unit still has un-deployed notebook PCs in its annual
replacement allotment, the business unit leadership may elect to redirect a yet-to-be-deployed
nofebook from its pool to the employee in need, at the sacrifice of another employee within the
business unit. That impacted employee would then be given the notebook recipient's existing

deskiop PC,

On-cycle upgrade of a desktop unit to a notebook unit. If an employee, because of their job
responsibilities, requires switching from a desktop PC to a notebook PC, and the timing of this need
coincides with our reptacement schedule, IT will cover the higher cost of the notebook PC. New or
replacement notebooks will require director level review and approval. There must be a valid
business case for using a notebook maodel.

Second PCs. [f an employee requires more than ong PC to perform their job, the fuli cost of the
additional PCs must be borne by the business unit. This includes instances where a hot-standby
PC must be provided for a critical function. The exceptions to this rule are console-based PCs,
such as those in plant control rooms or regional dispalch centers where 2-3 PCs and/or monitors
are part of the console and required for the operator to perform thelr work. This second PC wilt be
an asset managed and maintained by IT, following the same standards and practices used for IT-

funded PCs.

Moves, Adds, Changes {(MACs) of Employee Services and Devices at Company Facilities —

For all locations other than Shared Services’ workspace in Akron General Office and the
Reading General Office - Business Units will be responsible for budgeting for their planned
moves, adds and changes described below:
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Non-computer equipment, such as telephone sets, headsets, speakerphones etc.
tnstall and terminate voice cabling to workstations.

Creation of the workstations in the lelephone system dalabase.

Cross-connected and install ielephone instruments.

Move telephones to exisling or new jack locations.

Install, terminate, and test data cabling to the workstations.

Activate data jacks by patching through to data switches.

Install, terminalte, and test inside fiber optic cabling.

install and terminate coax cabling for applications such as Satellite for |DL.

* & & & o @& * @

This does not include maintenance or repair responsibilities for these items. Normally the moves,
adds, and changes are considered an O&M cost, unless they are associated with a major project.

The usual way to schedule moves, adds and changes s to contact your local facilities management
teamn. This team will contact [T Field Operations to arrange for the approved vendors to make your
requested changes. MACs that do not require Fagcilities involvement can be requested by calling
the IT Service Desk. Please adjust your 2014 budget to include your facilities plan.
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FE's capital investments are integral in helping the company achieve operational excellence
and financial success. The capital expenditures, are necessary to ensure the reliable
generation and distribution of electricity, and compliance with regulatory requirements.

The Capital Planning & Management Process is a formalized process that provides the
platform for caplital discussions and allocation decisions at all levels of the organization.
The process helps senior management to effectively understand competing uses for FE's
cash, funding requirements for capital investments, and to allocate capital dollars across
various business units {(ED, FENOC, Fossil, Corporate). Ref. Capital Planning &
Management Corporate Policy CP-TPR-6101 and FE 5-year Capital Portfolio Pevelopment
and Capital Management Procedure (FirstPlace Portal/About FirstEnergy/Policies and
Practices/Overview/Capital Management Procedure.pdf)

Capital Categories:

Mandatory - Non-discretionary investment required by law, regulatory order, or duly to serve
customers (e.g. new business}). Other required investment to meet externally driven regulatory
commitment.

Maintain - Discretionary investment to support and sustain existing infrastructure at existing
performance levels. Specific operational performance and financial fracking support these projects
(e.g. SAIDI, CAIDI, EFORY).

Improve - Discretionary investment to improve existing infrastructure or petformnace tevels beyond
existing business plan key performance metric commitmenis. Improvement in specific operational
performance and financial benchmark targeis support these projects {e.g. SAIDI, EFOR, ROI).

Value - Discretionary, non-recurring investment for a defined initiative which improves or expands
existing infrastructure or creates new business oppottunities and drives improved economic value.

Capital questions contact:

Business Area Contact
Debbie Lutiner (350.6934)
Dave McGaha (850.2167)
Bob Grosjean (825.6393)
Tom Yanks {825. 5926)
Business Area Management

Business Area Capital Support

Corporate Services - IT

Corporate Services -
Facilities

Corporate Services - Cther

Megan Gallagher

FE Utilities/Transmission Mark Myers (825.7961) (825.5821)
Marcus Geise (825.2542) '
Fassil Generation Joe Walko (350.5722) Scott McBride
Denise Bracken (850.7237) (825.4888)
FENOC Jay Morris {879.5425)
Don Jacobson (879.7605)
FES - Other Ollie Pannell (850.6868)
Brandon Fedor (850.7226)
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Capital Projects — Only budget capital projects to the level of spending
identified in Executive Council guidance

Work Breakdown Structures (WBS) - Labor is budgeted through Activity Input Planning using
transaction CJR2. Loaded labor costs, which include overheads, are maved from the employes or
sending cost center to a WBS element by planning productive hours by activity type. Instructions
for Activity Input Planning are located in Chapter 2 - Labor. All 'Other than Labor' costs are input
into the SPL using transaction GP12N and must include the cost element and the apprapriate
responsible cost center. instructions for input are found in Chapter 3 — OTL.

If new WBSs are created, all master data fields (i.e., costing sheets, project type, interest profiles,
settiement rules, etc.) must be entered into SAP, (See Key Contact appendix, page 286, for
names to set up the WBS Master Data.) In all cases, it is critical that the WBS and WBS
element start and finish dates be accurate and the WBS should be established at the
Company which will own the assets. Departments which complete work for other
Companles shouid cross charge the other Company WBS, Planning must never be entered
in months beyond the finish date. These dales are used by Property Accounting Services to
compute and input AFUDC and depreciation and in reporting, including rate cases. All WBSs with
settlement rules to asset accounts (CWIP, RWIP & OWIP) require an AFUDC element regardless if

the project would qualify for AFUDC.

The status of WBSs must be TECO (Technically Complete}, when the project is ready for service. The
TECO date is passed to PowerPlant and the project is placed in-service. If a project is suspended or
ceases construction the WBS elements should be locked and the status of the project is changed to
“suspended” in PowerPlant. This will shut off the AFUDC calcutation. If a project is cancelled existing
charges should be transferred to expense, the AFUDC should be reversed and once the charges have
been removed from the WBS, the WBS should be 'business closed”. It is important to update the
status to TECO on a timely basls since it directly reflects the calculation of AFUDC and the
beginning of depreciation in PowerPlant.

Construction Indirects (Supervisory, Engineering, Administrative and General Overheads) -
Capital costs should be direct charged 1o the related WBS whenever possible. However, in those
cases whore certain costs have a proven relationship to construction, an assessment or allocation
will be made from predefined cost centers to Operating Company construction indirect cost conters
{Supervision, Engineering, and A&G). An example of this would be supervision of an engineering
group that supports capital projecis overall. A portion of those supervision costs will be allocated to
capital using the prescribed process. Rates will be calculated by General Accounting Services for
each Operaling Company and overhead category and will be applied on the labor and contractor
portion of the budgeted WBS olemenis.

PowerPlant Property Unit Catalog — The PowerPlant Property Unit Catalog should be used to
determine what items or activities are capital. Assistance in using the Property Unit Catalog or

questionable items should be directed to Tim Clyde (825-5863), Property Accounting Services,
prior to inclusion of an item in the budget as capital.

Small Tools and Equipment - Only small tools and equipment greater than $1,000 should be
capitalized.

Corporate Facilities will budget for all facility-retated Mandatory and Maintain capital project work
across FirstEnergy. Each Business Unit will budget for any Value Added or Improve facility related
capital work. If there are questions on definition, please refer to the Capital Definitions section.
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Vehicles/Power Operated Equipment

When acquiring the equipment identitied below, the acquisition should be coordinated with the
Corporate Fleet Services Department. The Corporate Fleet Services Department will determine
with Treasury whether to purchase or lease the equipment. If the decision is to purchase the
equipment, Corporate Fleet Services will purchase the equipment and charge the appropriate
capital WBS. The equipment will also be given a vehicle number and tracked in the M5 Fleet

System.

All requests for vehicles and/or power operated equipment should be directed to the Flest Manager
{see helow} responsible for the area where the vehicle and/or equipment will be assigned. The
Fleet Manager will work with Corporate Fleet Services directly {o place the order, stc. Any
guestions related fo this matter should be directed to Lisa Pleifer 824-4090,

Ompany. ianager , Pi *hone
CEl Bryan Komlos 824-5060 216-295-5060
Toledo Edison Jeff Burgoon 883-5938 419-249-5938
Ohio Edison/Penn
Powet Robert Pyles 835-4099 330-436-4099
West Penn Power Mike Geitner 365-2020 724-743-2020
Penelec Wally Cunningham 430-8803 814-868-8803
Met Ed Frank Cummins 500-6573 610-921-6573
Mon Power Forrest Miller 324-1211 304-284-1211
Potomac Edison Jasan Hileman 300-5227 301-582-5227
JCP&L Nick Dello Russo 210-2237 973-989-2237
Asset Class  Vehicle Type
1 Light Duty - primarily downsize pickups, mini vans, passenger cars & units
impacied by EPAct
2 Medium Duiy - includes full size pickups, vans, substation vehicles, small stake
body trucks, etc
3 Heavy Duty - includes heavy frucks other than aerial units, digger derricks or crane
trucks
4 Aerial Trucks - includes all manlifi capabilities regardless of size
5 Digger Derrick Trucks - includes all digger derricks
] Crane Trucks - includes all trucks with cranes mounted on them and licensed. Off
road cranes are included in construction equipment
7 Trailers - includes all trailers regardless of size
8 Construction Equipment - includes backhoes, loaders, excavators, off-road cranes,
dozers, efc
9 Forklifts, Mowers, Misc - includes forklifts, riding sweepers, scrubbers, snow

removal equipment, mowers, ATV's & other.

Office Furniture — The Real Estate and Facilities Department manages and budgets alf capital
expenditures for furniture as well as mainfains an inventory of existing furniture items. The
Facilities Section has developed the Workspace Guidslines Policy and receives substantial
discounted pricing on all furniture used by the Company.

All requests for furniture shouid be directed to Kathy Tatman, Supervisor, Asset Planning
through an e-mail nolification, Please base your request on budgeted new hire positions and/for
replacement requirements for worn, damaged or obsolete furniture.  Any purchases of furniture
made outside of this arrangement will not be approved.
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Software Costs - The following guidelines should be used for capitalizing computer software costs:

New Computer Software Costs:

« designed as a complete system

* has a life greater than 1 year

» capitalized cost is greater than $5,000

Preliminary study costs, data conversions, and training are expensed when installing computer
software.

Upgrades and Enhancements of Existing Software:

Upgrades and enhancements of existing software are expensed unless additional functionality is
added and the cost is greater than $5,000 and is a significant upgrade or enhancement.

Questions concerning capitalization of Compuler Software items should be discussed with Tim
Clyde (825-5863), Property Accounting Services, prior to inclusion in the budget.

Generation Employee Training Costs — All employee training costs should be expensed, except
for Yards Creek.

IT Projects — Activity allocate appropriate [abor charges to IT managed projects that require

Business Unit support. AT projecis created under SCO0 WBSs that are for the benefit of other

Companies should have setflement rules that settle these costs lo other company WBSs. IT
Department should coordinate these projects with the appropriate Business Services group.

Depreciation — The computation and application of depreciation will be the responsibility of
Property Accounting Services.

Major Retirements of Plant — For retirements of plant, in which the
estimated original cost exceeds $5 million, the following
information is required: the month the item is being retired, the
estimated original cost, and a short description of the item being
retired. For all other retirements, a historical average will be used
by Property Accounting Services. Retirements related to
replacement WBSs should be made at the time the WBS is placed

in service.

Generation Cost of Remmoval and Salvage — The budgeting of cost of removal and salvage will be
performed by Generation. Generation cost of removal is expensed, except for Yards Creek.

Energy Delivery (Distribution and Transmission) Cost of Removal and Salvage — The
budgeting of distribution and fransmission cost of removal and salvage will be performed by Energy
Delivery. For Met-Ed, Penelec, and JCP&L, the cost of removal and salvage will be expensed as a
component of the depreciation expense in accordance with the current rate making. The planned
cost of removal and salvage will settle to Account 403, Depreciation Expense.

Note: Cost Type is a required input field when entering the plan into the SPL (SAP Transaction
GP12N). Changing the setflement rule on the WBS masler dala does not change the Cost Type In
the plan. Itis important that the WBS master data and the Cost Type are reviewed for accuracy
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and consistency prior to input (Cost Type 1 Is for Capital, 2 is for O&M and all other P&L jtems
including Depreclation account 403, and 3 is for Balance Sheets accounts not considered capital).
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Unless given approval by Corporate Budgets and Forecasts, General Accounting Services working
with Corporate Budgels and Forecasts, will enter the budget estimates for all inter-company
expenses and revenues. Corporate Budgets and Forecasts (Mike Kreighbaum 825-2556) will
coordinate this effort. Unless approved for entry by the Business Units, inter-company expenses or
revenues must be forwarded to General Accounting Services or Corparate Budgets and Forecasts
for entry into the systemn. The required information to be forwarded includes:

» Infer-company G/L Accounts (Assoc. Company wording is typically included in the
account description)

¢ Cost Centers

+ Monthly Budget Amounts

* Description of {ransaction and the Cost Centers and G/L Accounts used for the
offsetling revenues or expenses {if known)

Some examples of inter-company transactions Include:;

Purchased Power and Revenues including RFP and POLR sales
Interest income or Expense from Associated Companies

Leases including ATSI ground lease

Internal Use of Company Electricity

Billings between subsidiaries (Bayshore Power, FE Properties, etc.)

e & & & @
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Service Company Cost Centers — Budgeting Guidelines:

Direct Charging
When preparing your budget and incutring actual expenditures, it is important to consider who the

beneficiary of your services is. Dirgct charging of time and expenses to the entity for which the
services are being rendered is the preferred approach, where possible. To the exient that costs
can be readily identified and associated with a specific transaction, the charging of those costs
shouid be directed to the company{ies} receiving the goods or setvices, even when there is more

than one receiving company.

Indirect Charging

Indirect charging through the Service Company assessment process supplements the direct
charging of costs. Assessments are used to allocate the costs that were not direct charged from a
cost center, Frequently, costs can not be direct charged because the recipient cannct be readily
identified, or excessive adminisirative expense would result. Indirect charging employs the use of
one of FirstEnergy's approved assessment methods. An approved assessment method is
assigned to each Service Company cost center, The assessment methodology and the targeted
legal entities for the Service Company cost centers can be provided by General Accounting upon

request.

Service Company Assessments

Any desired change to organizational structtire or revisions to the methodology used 1o allocate
expenses from a Service Company cost center to the other legal entities must be reviewed and
approved by Joseph Mulpas, Assistant Controller {825-4049), prior to the change being
implemented. This review process in necessary to insure that inter-company service agreements
remain current and valid and that all regulatory requirements are being satisfied.
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2014 Distribution Key Description
P48 :NonBarg Bi-Weskly Pay 3.00% WRI Sep 2014
P14B Payroll BiWeekly 2014 3% March
Pl1aw Payroll Weakly 2014 3.25% March
PBM4 ‘Barg Weekly Pay 2014 March 3% Inc
PMH4 Barg Weekly Pay 2014 March 2.5% Inc
PBWA :2014 Bl Wkly with 3.75% WRI Mar 2014
PMY4 2014 Barg/Wkly Pay - with 3.00% WRI MAY
PldM Payroll BiWeekly 2014 3% May
PMB4 ‘2014 Bl-Wesekiy PR with 2.0% WRIMAY
PJL4 2014 Barg/Wkly Pay - with 3.00% WRLJUL
PJY4 ;2014 Barg/WKly Pay - with 2.75% WRIJUL
PAU4 (2014 Barg/Wkiy Pay - with 3% WRI AUG
POC4 ‘2014 Barg/\Weekly Pay - with 3% WRI OCT
PNV4 12014 Barg/Weekly Pay - with 3% WRINOV
PNO4 2014 Barg/Weekly Pay - with 2.5% WRINOV

CGther Moenthly / Quarterly Distributions
Bistrbutlon Key Desciription

i
QMO
QTRM
HiSP
Hzsp
Qisp
Q25p
Q3sP
Q4SP
JAN
FEB
MAR
APR
MAY
JUN
JuL
AUG
SEP
acT
NOV
DEC

{Equal Distribution January - December

‘Quarterly - Last Month of Quaster - Mar, Jun, Sep, Dec
Quartery - Middle Month of Quarter - Feb, May, Aug, Nov

[Flrst Half of Year - spreads awnly over Jan - Jun
“Second Half of Year - spreads evenly over Jul - Dec
‘First Quarter Distribution - Spread evenly gver Jan - Mar

Second Quarter Distribution - Spread evenly over Apr - Jun
Titrd Quearter Distiibution - Spread evenly over Jul - Sep

‘Fourth Quarter Distibution - Spread svenly over Oct - Dec

danuary Only
February Only
March Only

-Aprit Only
‘May Only

June Only
July Only

:August Only

Seplember Cnly
Octobar Only

November Only
‘December Only
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PAYROLL ACCOUNTING PERIODS - YEAR 2014
BI-WEEKLY
Acctg Month End Date Posting
Sat - Fri Sun - Sat Mon - Sun Date Weeks Hours
January 01/24/2014 01/25/2014  01/26/2014 01/31/2014 6 240
February 02/21/2014  02/22/2014  02/23/2014 02/28/2014 4 160
March 03/21/2014 03/22/2014  03/23/2014 03/28/2014 4 160
April 04/18/2014  04/19/2014  04/20/2014 04/25/2014 4 160
May 05/16/2014 05/17/2014  05/18/2014 05/23/2014 4 160
June 06/13/2014  06/14/2014  06/15/2014 06/20/2014 4 160
July 07/11/2014  Q7/112/2014  07/13/2014 07/18/2014 4 160
August 08/22/2014  08/23/2014  08/24/2014 08/29/2014 6 240
September 09/19/2014  09/20/2014  09/21/2014 09/26/2014 4 160
October 10/17/2014 10/18/2014 10/19/2014 10/24/2014 4 160
November 11/14/2014  11/15/2014  11/16/2014 11/21/2014 4 160
December 12/12/2014 12/13/2014 12/14/2014 12/19/2014 4 160
52 2080
WEEKLY
Acctg Month End Date Posting
Sat - Fri Sun - Sat Mon - Sun Date Weeks Hours
January 01/24/2014  01/25/2014  01/26/2014 01/31/2014 5 200
February 02/21/2014  02/22/2014  02/23/2014 02/28/2014 4 160
March 03/21/2014  03/22/2014  03/23/2014 03/28/2014 4 160
April 04/18/2014  04/19/2014  04/20/2014 04/25/2014 4 160
May 05/23/2014  05/24/2014  05/25/2014 05/30/2014 5 200
June 06/20/2014 06/21/2014  06/22/2014 06/27/2014 4 160
July 07/18/2014  07/19/2014  07/20/2014 07/25/2014 4 160
August 08/22/2014 08/23/2014  08/24/2014 08/29/2014 5 200
September 09/19/2014  09/20/2014  09/21/2014 09/26/2014 4 160
October 10/24/2014  10/25/2014  10/26/2014 10/31/2014 5 200
November 11/21/2014 11/22/2014 11/23/2014 11/28/2014 4 160
December 12/19/2014 12/20/2014 12/21/2014 12/26/2014 4 160
52 2080
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Budget/Forecasting Transaction Overview & Template Uploads

BUDGET/FORECASTING TRANSACTION OVERVIEW

Planner Profile KPo4 KPO4 KP04 KP04 GLPLSET KPO4
Transaction
TO-PS01
Profile FE-C 001 FE-CO01 FE-CO01 GEN-FRME | 2zSPLg02 FE-C 001
GEN-FRMN

Input Transaction KP0& KPQ6 KPFé& CJR2 GP12N KP46
Layout CC - Prime CC - Act OR - Act WBS - Act ZZSPL90 FE-SKF
4 Year Layout ce- 3;““9 " | cC-Act-Y4 | OR- Act- V4 |WBS - Act- Y4| zzSPLo0 - Y4 | SKF-va

Notes/Versions;

Budget Input - Version 11
Forecast Input - Version 20

BUDGET TRANSACTION OVERVIEW WITH TEMPLATE UPLOADS

Planner Profile

; KP04 KPD4 KP04 KP04 GLPLSET KP04
Transaclion
TD-PS02
Profile FE-C 001 FE-CO02 FE-CO02 GEN-FRMF ZZSPL902 FE-CQ01
GEN-FRMN

input Transaction KP06 KPG6 KPFé& CJR2 GLPLUP KP46
Template Upload Extras » Excel]| Extras > Excel{ Extras > Excel| Extras > Excel Extras > Excel
pla ploa Plan > Upload | Plan > Upload j Plan > Upload | Plan > Upload Plan > Upload

Select path of text file, file description, and American declmal notation.

Confidential —

For Internal Use

Page 25




Penn Power Exhibit RAD-45
Witness: R. A. D'Angelo
Attachment A

Page 28 of 38

Key Terms & Concepts

Activity Price

The price calculated for an activity type —
used for charging tabor hours and
transportation usage fo cost coilectors.

Allocations

Used to: assess shared services cosis; move
charges to correct legal entity; and/or assign
to capital where appropriate.

Assessments
Transactions that allocate costs from Gost
Centers o receiver ¢cost objects.

Cost Allocation

Distribution of costs from one collsctor to
another to reftect actual usage or predefined
rates.

Costing Sheet

Defines an overhead calculation. Coniains
the percentages to be applied to the base
amount and the collector to be credited.

CREWS (Customer Request Work
Scheduling)

Used to estimate and schedule Transmission
and Distribution projects.

Customer Care Services (CCS)
The SAP R/3 software module for utility
customer information.

EC-CS (Enterprise Controlling -
Consolidation System)

The consciidation module of SAP R/3 used
for legal consolidation reports.

Financial Accounting Module (FI)

SAP R/3's grouping of financial data required
for external reporting purpose such as
balance sheet, P&L statements, cash flows,
and retained earnings.

Overhead Rate
A surcharge, expressed as a percentage, used fo
spread indirect costs over a defined base.

Project System (PS) SAP R/3 Module

Module is used to manage large projects.
Accounting data used to manage WBS Elements
are also located in this module,

Profit Center

Organizational unit that reflects a management-
arfiented structure for the purpose of internal control
and reporting.

Profit Center Accounting (PCA)

A module of SAP used to manage the business by
segregating costs and revenues by business units.
Measures profitability by profit center or high-level
business unit.

Settlement

The SAP process of allocating costs from
temporary cost collectors such as orders or WBSs
to other cost collectors such as FERGC cost centers.

Settlement Rule

Set of instructions that define distribution of costs
incurred on a temporary cost object such as an
order or WBS.

Special Purpose Ledger (SPL)

A stand-alone ledger within SAP that maintains
detail without creating additional master data. Used
by FE to track costs by Responsible Cost Center.

Financial Accounting Module (Fi)

SAP R/3's grouping of financial data required for
external reporting purpose such as balance shest,
P&L statements, cash flows, and retained
earnings.

August 2013
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Key Contacts
By Deartmn: -

Responsibility -

Key Contact

¢ Gina Caskey » SAP spaclic budget system preparations

+  Mike Kreighbaum » Activity prices

*  Carrie Wokaty + Communicating the dates and times for budget input

¢« Mark Dudley « Qversight and management of the annual budgeling and

Corporate Budgeis and foracast procasses

Forecasts * Tracking budget status and ensuring completion of key budget
mid-point dativerables
¢ Ad-hoe budget relaled reporling
+ PCA

Business Services and | * i\.Gﬂi;r?( CD?JZ}F:; « Corporate Shared Services — budget and forecast coordination
Carporate Business * A and support
Planning * Carrie Wokaly « HR Benefits and Speclal ltem budgels and forecasts

¢ Megan Gallagher
Capital Management * Scoll McBride * Capital Management Processes

+ Denis Dorward s Pracessing/Closing of SAP Plan

+  Mike Strozak grliosing o}
Controliers Department ) » Develop and input Costing sheets {overheads)

* Diane McVey + System Maintenance — Versions, SPL, CO

* Rich Snyder + Accounting Issues
Business Planning & + Paul Mallue « Running of production cost modeling
Sirategy
Competitive Retait ¢ Trevor Ferandez » Budget and forecasting of competitive retail sales, load &
Group revenug
Rates » Brad Eberls + Development of the Load, MWH Sales, and Wires Forecast

¢ Bill Moll/Rich Faschan | +  Forecasting of regulated revenue for budgeting
Supply Chain »  David Zeigler * Personal Printer requests

For SAP Master Data questions or to set up new Master Data for the 2014 Budget:

Contacl:
» Cost Centers — Denis Dorward 500-8678; Michael Strozak 500-6554
» Internal Orders — Denis Dorward 500-8678; Michael Strozak 500-6554
¥ Cost Elements — Will Blair 825-5866
» WBS Elements — By Business Unit
Energy Delivery Operating companies:
The Huminating Co Gragory Werner 824-8783
Ohic Edison/Penn Power Eric Weaver 835-4021
Toledo Edison Ann Toth 883-5016
Jersey Ceniral Sue Gabel 200-8673
Met Ed Pete Dragoich 500-6892
Penelec Guy Costa 430-8874
NMion Power Sara Cetorelli 333-7320
Potomac Edison Clarence Haden 300-5218
Waest Penn Marianne Sobota 350-5847
ED Finance Eric Herrmann 825-5444
Fossil Generation Group Katie Pinkus 850-6820
Denise Bracken 850-7237
Nuclear {(FENOC) Katie Pinkus 850-68820
Desiree Etchell 850-6877
Information Technology, Secutlty Mark Dudley 825-1683
Facllities Tim Goughnour 500-6974
All Other Groups Mike Czubinski B25-5646
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" Phone Number "7

Inter-company Billings Mike Kreighbaum 825-2556
Generat SAP
Mike Kreighbaum 825-2556
Mark Dudley 825-1683
Carrie Wokaty 825-6005
Marie Rote 825-3854
Profit Genter Accounting Mike Kreighbaum 825-2556
Carrie Wokaty 825-8005
FE Solutions Paul Mallue 850-7254
Andy JayJack 850-7332
Katie Pinkus 850-6820
Fossil Generation Group Denise Bracken 850-7237
Katie Pinkus 850-6820
Nuclear {(FENOC} Desiree Eichell 850-6877
Records
Management/Corporate/Real Estate | Marie Rote 825-3854
Energy Delivery Business
The llluminating Co Gregory Werner 824-8783
Ohio Edison/Penn Power Eric Weaver 835-4021
Toledo Edison Ann Toth 883-5016
Jersey Central Sue Gabel 200-8673
Met Ed Pete Dragoich 500-6892
Penelec Guy Costa 430-8874
Mon Power Sara Cetorelli 333-7320
Potomac Edison Clarence Haden 300-5218
West Penn Marianne Sobota 350-5847
Utility Support Eugene DeChsllis 825-7969
Customer Service & EE Rob Wemhoff 825-7981
{Energy Efficiency)
Finance Marie Rote 825-3854
General Counsel (Legal, Claims,
Communications, Corp. Alfairs, Marie Rote 825-3854
Government Affairs)
Human Resources Marie Rote 825-3854
Information Technology Mark Dudiey 825-1683
Supply Chain Mark Dudtey 825-1683
Corporate Securily, Flight Operations | Mark Dudiey 825-1683
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Use SAP Transaction KAH3 to view the Cost Element hierarchy shown below. Cost
Element Groups ZBWEMXO0101 and ZBWEMI(083 are the two groups included in

direct cost O&M repoiting.

ZBWEMXOGO0

03 ZBREMKOOOL
() ZBREMIO0300 0
(3 ZBREMX0043

Pzl Cost Elerment Hierarchy-Post 2008

ZBWEMIO04d:
ZBWEMIOO0EL -

ZBWEMI0046
ZBNEMIN361

ZBREMXO100 - -

|
C

ZBREMIOO071

ZBRENX0070:

ZBWEMIO416

ZBREMI0260
ZBWEMIO261 . -
IBRENI0402

08 ZBREMIG4S0 .7
00 ZBNEMIG420
F—0 ZBREMIOL09:

ZBREMIC403
ZBREPLO130

ZBREMIOOSS @i

ZBREMIOS1Q
ZBREMA0405

B zaveoror -
00 ZBWEMIOOSE @ .0

o Revenues
Azzociated Co Revenuesz
Operating Expenses

.~ Fuel Total

¢ Furchased Fower

Furchased Fower Azscociated Co
BIMAHISC Expenses

Other OM

“ﬁ direct Qs¥

State Reimbursed Frograms
Pension and QPER
Mark ta Market

- Depreciation

o Amorsizations

“i Taxes, ©ther than Incowe

Azsociated Co Expenses
Inventory Carrying Charge-Memo Only

Service Company Asseasments & Allocatn's

i Conatruction Overheads & Transportation

Indirectly Assessed Corporate Suppori
Direct Billed Ceorporate Support Costs

Lakor Allocations Svec Co

Below the Line Activity Adjustment

AE Below the Line Activity Adjuatment
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o Please turn all cell phones and pagers off, or to silent setting

e Respect those speaking and asking questions by keeping side discussions to
a minimum

e Please do not interrupt the person speaking

¢ All unanswered questions will be placed in the “Parking Lot” and answers
will be distributed later

o Have fun and enjoy the opportunity to contribute to FirstEnergy’s future
success!
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Financial Accountability Model Overview..........o.ovenves 4

Budgeting/Forecasting/Planning Overview.........ocovvcvereniinnnnneens, 16
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Why?
e Establishes “one source of the truth” for management reporting

¢ [ncreases accountability for total costs spent

¢ Reduces cost of ownership and customization of SAP
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= Consistent financial view

» Establishes ownership for every dollar spent

Key' c ﬁ‘énges
= Shift accountability to fotal spend

» Changes in roles and responsibilities within
budgeting process

» Changes in level of reporting and reporting
views

* Changes in target setting within the business

e Business Impacts
» People:

+ Single owner accountable for total project
spend, regardless of where costs originate

* Increased roles and responsibilities for Project
Owners

» Process:

variances
+ Collaborate outside own organization

* Reporting will be in alignment with the
Accountability Model

+ Coordinate, manage, track budget and explain

=
=
0
0
o
£
7
=
(11

Accountability Shared Service

Controlied

Assigned Allocated
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Posi-Transiorimation

» One budget input for the
total project including
Labor & OTL

o Required collaboration
across the organization

Supply Chain e Driving more
comprehensive and
consistent budget practices

Single ownership
of project budget

Supply Chain

Individual
ownership of pieces
of a project budget
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* Project Owners are responsible for:

- Developing, monitoring and updating budgeted and forecasted costs and
revenues

— Measuring and monitoring actual results, including explaining variances from
budgets.

- Collaborating with others when establishing their budgets, updating their
forecasts, analyzing their actuals, and explaining variances between budget,
forecast, and actual results

* The responsibility for entering budgets and forecasts vary by Business Unit

» Standard financial management reports exist to support Cost Owners
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Business Unit Costs will be managed in one of two ways:

(1) Cost Owner Managed

- The labor, other-than-labor, and revenues will be assighed a specific
owner (a cost center) in SAP

- Qwners will be specific to each BU and each work type (e.g. blankets,
programs, etc.)

— Includes Controlled, Assigned, and Allocated costs

~ For a list of owners, by work type, by Business Unit, refer to the
Financial Accountability Model policy on the FirstEnergy Today portal
at: Communities>Finance>Policies and Procedures>FiT folder.

(2) Line Item Managed

-- Specific income statement line items not included above (i.e. interest
expense, fuel, purchased power, etc.) will be centrally managed by
defined group(s)

~ This ownership is not assigned in the system but is implied based on the
management of those revenues and costs
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_Electyic Revenues
PIM/MISO Revenues
Non-kWh Revenues
_Forfelted Discounts and Rental Revenue
Miscella ice Revenue
Interest and Dividend Income
Miscellaneous Revenues
Otherineome
Other Revenues - Assoclated Company
Total Revenues

Fuel Total
Purchased Power Total
Fuel & Purchased Power

D&M - Labor

Dues, Fees, Licenses
~ Lease/Rental Costs Totat
___General Business and Travel
Materials and Equipment
Professional and Contractor
ctible Exp
Other OTL Total
__ Other OTL Deductions
Construction Overheads & Transportation
Total O&M

PIM/MISO Expenses

State Relmbursed Programs

Pension & OPEB

Depreciation & Amortizaticn

Toxes, Other Than tncome

Operating Expenses - Associated Company
Total Operating Expenses

Operating Margin ' Lonend
Service Compzny Billings Controlled Costs +
Sale/Leaseback

Tinterest Settlements & Assessments

Other Expenses
Income Before Taxes

Line Jtem Controlled
Allocated

Income ¥axes

Net Income
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* Representatives from each Business Unit
were involved in assignhing cost ownership to
cost collectors

-~ Cost Owner field is a field on the SAP cost
collectors called “Responsible Cost Center”

- A Cost Owner is required on all cost collectors

* A new cost center hierarchy, ZBWCAMO0000,
drives Standard Financial Management
Reporting

- The hierarchy will provide line-of-sight into
Controlled, Assigned, and Allocated costs

ZBRCAMO00D

AYE Utilities
: AYE Fed Reg Trensm Segment
- Compliance & Regulated Services
| Lustomer Service
; Digtribution Support
ED and €5 Senior VP
ED Safety Admin and Planning
@ Energy Efficiency Group
FE Utilities Admin
! FERC - FE Utilities
Special Items - FEU
' Tranamission
ZBHCAHIIZT__ : Transmission Facilitiezs RAgreement
-“Eﬂ ZBWCAMI13L 0 Utility Operations

:zamamoczx
0 ZBICAML007

ZBHCAHiGSB
ZBHCAM1069
ZBWCAM1070
ZBNCAFlO?G

,;zsﬁcayioga

—E3 ZBRCAM2G00. ¢ FES/FEG

0 zBrcAi2001
— {1 ZBWCAM300L

. FE Solugions
FE Generation

—E) ZBRCAM4000 . Shared Services

AYE Other/Corp
: Executive Administration
Finance Group
Humzn Resources Group
Legal and External Affairs
Special Items - Shared Jexvices
: Betrategic Planning and Operatiocons

3Z.BI\‘CM’4681.
L0 ZRRCAM408S .

— [0 ZBKCAM9000 = .. Unused
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» |dentifies a single, accountable owner
regardless of where costs originated

e Provides transparency and visibility into our
financial statements

* Promotes an understanding of total spend
by the work completed instead of a view by
department

¢ Reduces customization and ad-hoc reporting

e Facilitates standard financial management
reporting
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Q1) What is a ‘Cost Owner’?

A. A Cost Owner is a cost center in SAP (not a specific individual) assigned to each and
every cost collector.

Q2) How were Cost Owners determined for each cost?

A. A review was completed with each of the Business Services organizations to
determine the appropriate Cost Owner for each dollar spent. Activities included:

Validation of Cost Owner assignment to each cost collector

Verification that Cost Owner hierarchy supports management reporting

— Comparison of “as-is” with “to-be” reporting and explanation of differences in
reporting and accountability throughout the business

‘‘‘‘‘‘ Reconciliation of new reports to the existing internal reports/financial statements
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(3) Who are the Cost Owners?

A. Refer to the Financial Accountability Model policy, available effective January 1,
2014, for a list of work types and associated Cost Owners by Business Unit. The
policy can be found on the FirstEnergy Today portal under Communities >Finance
>Policies >FiT.

Q4) What if the Cost Owner disagrees with costs from another department?

A. The Cost Owner should discuss costs with the originating department. Changes to
Cost Owners must be carefully controlled and are not permitted without prior
approval. A process exists to request and receive approval for Cost Owner changes.

Refer to the Financial Accountability Model policy on the FirstEnergy Today portal at
Communities>Finance>Policies and Procedures>FiT for more information.

Q5) When will the Financial Aceountability Model be implemented?

A. It will form the foundation of all Reporting and Budget, Forecast, Planning activities
beginning January, 1 2014,




Penn Power Exhibit RAD-45
Witness: R.A. D'Angelo

Q6) The direct view {z8/29) is going away. What do | use for my project or cost
center reporting?

e Refer to chapter 2, Standard Financial Management reporting, of this training to
understand the cost and labor reports available to you.
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. Utilities International, Inc. is the leading provider of integrated planning solutions for utilities
and related businesses

« UlIPlanner (UIP) is a multi-user database system that supports Accounting and Finance

functions
Planning Treasury Tax
» Financial plans » Daily forecasts * Tax plans
» Strategic plans « Monthly forecasts » Tax strategies
» Regulatory plans » Financing strategy « Actual taxes
Accounting Budget Admin. Regulatory
» Allocations « Consolidation « Cost of service
* Variance analysis » Administration + Rate design
« Financial reporting » Rolling forecasts » Clauses / riders
Customer Service Budget Users Business Analyst
« Bill forecasts « Unit-based budgeting « Project evaluation
* Analytics » Labor planning « Commitment tracking
» Energy Efficiency + Project forecasts « Performance analysis




Penn Power Exhibit RAD-45
Witness: R.A. D'Angelo

Individual Spreadsheets Integrated UlPlanner

Shared information,
instant consolidation

or

j’g@ §Qf Server
~_

Relies on manual processes to share More productive, efficient, and less
and consolidate data prone to error
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- UIPlanner can interface budget, forecast, plan results directly from a Company’s ERP or
General Ledger System to either the UIP Budget System or. Financial Model

« Many Utilities utilize the Financial Modeling tool to man'age their financial planning and
regulatory outcomes

ERP System
General Ledger System

Financial

Budget
Modeling

System
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UlIPlanner integrates data from multiple sources

Typical Outputs

Financial Statements
 Income Statement
. Balance Sheet
. Cash Flow

Revenue Calculations
. Base

™ . Clauses
U I P I a n n e r - Avg. Rate/Tariff Level

Construction/Piant
. Closings
- AFUDC
. Depreciation

v

—>

V.

Long-term Debt
. Interest Accrued/Paid
. Issuance/Retirement
» Amortizations

AT R

5|  Ratios/Statistics
+ Rating Agency Rpts
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Move to multi-year forecasts Technology for multi year forecasts
» Expand beyond current year » Merge actuals with forecast
» Unlimited planning horizon (e.g. 5, » Lock months of actuals
10, 20 year) > Refer to prior forecasts
» Budget process practices
Improve variance explanation process Technology for variance explanation
> Focus on business drivers » Drilldown into logic and data
> Avoid unknown variances » Ability to add comments to reports

> Shorten the cycle time to explain by department/cost center

and respond

UlPlanner integrates all aspects of the
budgeting and planning process




Penn Power Exhibit RAD-45

« The 30 largest U.S. Utilities using the UlIPlanner
financial modeling tool — not all clients shown
are utilizing the UIPlanner budget entry system

* Proven across jurisdictions — regulatory

calculations in 47 states

Client list presented at UlPlanner
Users Conference 2012

AES V&l sempratrerny %ﬁm&my

i fraime iffeibeg gt

Pacific Gas aml N
Efectric Company”

e

2+ Exelon

s ONNEVELLY
Powrk ppmrrdebieco
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o a
& ﬂaﬁonaigrid 4 nAm 7 P “‘%‘"2\} Northeast
f Tlﬂ powes of auliony i/ %ME“ "‘”""ﬁﬂ!’ﬁﬁﬁ Qf; g === Rl ergy = 4 @ XoelEnergy’ {“:}f? %iﬁ Utilities
st ] ﬂ’-‘
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company & FirstEnergy S nrg. & Energy
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Budget entry and analysis will not be managed in SAP. UlPlanner will now
perform all budget related functions.

Long-term planning (5 year) will be integrated with current year budget and

forecast processes

» Current year monthly and quarterly multi-year forecasting process is being
implemented

« Actuals will be interfaced to UIPlanner on a monthly basis
— Cost collector, cost element and GL level

« Transaction detail will not be interfaced to UIPlanner but will be available in
the Common Data Source (CDS)

Budget close processing performed within UlPlanner for all years entered

Close process for actuals continues in SAP

UlPlanner replaces xRPM as the Corporate capital planning tool and FES/FEG
One List
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Consistent approach for budget, forecast, and plan; standard and efficient
processes with integrated software tools

Automated interfaces to source data reducing manual data manipulation

Reduced cycle time to close budget

UlPlanner replaces Midas (FE's current financial modeling tool) which is no longer
supported by the vendor

Monthly processing eliminates pencil changes and captures adjustments each
forecast run

Enhancement of integrated forward-looking scenario analysis for the company

The current year annual budget and forecast process provides the Company with a method to
quantify and report the current year's expectations and help drive the Company foward achieving
financial and operational objectives. The budget and forecast process also assists with facilitating

the efficient usage of the Company’s financial resources and allows the measurement of actual
performance against projections.
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Budget, Forecast, Plan Environment

UlPlanner Integrated Planning Tool
Current and Muiti Year

Key systems interfaced with UIP

—

BZ (UIPlanner’s Data
Input/Budget System

Summarized current
and multi-year data
sent to model

Model results post
back to B2
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TOda\] Three separate processes for budget, forecast, and plan

Annual Budget
« Current year annual projection of staffing (employee headcounts), revenues, and expenses

(Income Statement, Capital and Other)

Current Year Forecast
. Revised projection of the current year annual budget. Revisions to the current year annual

budget (e.g. 3+9, 6+6, 9+3)

Multi Year Plan
« Two or more years of projected financials. Also referred to as the multi-year plan

Fit __
Migrating to an integrated budget, forecast and plan process

Annual Budget / Multi Year Plan
. Current year (year 1) annual projection of staffing (employee headcounts), revenues, and

expenses (Income Statement, Capital and Other)
« Includes multi year plan (years 2-5) identifying business initiatives and primary business drivers

Current and Multi Year Forecast
. Revised projection of the current year annual budget. Monthly revisions to the current year

annual budget (e.g. 3+9, 4+8, 5+7, 6+6, etc.) and multi year plan with formal muiti year reporting
on the quarter close
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Process Steps and Key Activities

Annual Budget / Multi Year Plan

Current and Multi Year Forecast

Maintain UIPlanner System & Process Financial Modeling

+ Create New Scenario (annual/monthly) » Move B2 Results to Model
« Run Applicable Interfaces » Move Model Results to B2
« Develop / Update Budget, Forecast Plan
Guidelines Reporting
« Create Annual Activity Prices » Move Processed Financial
» Perform Other System Functions Results to Common Data
Source
System Entry + Standard Reporting

» Employee Labor

Allocate Labor and Non Labor
Create/Maintain Budget Group Budget ltems
Project Planning and Tracking

Validation Reporting

Business Unit/Department Center Locking

System Administrator Activities
+ Validation Reporting, Center Locking,
Budget/Forecast Close, Derive FERC
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Annual Budget / Multi Year Plan Process
« Traditionally starts late third quarter each year
« Results available for November Board Meeting — approval of five year plan

Year 1
Camrembee aEaberT g
LT W T w. T E. .o s M T W EE S
i o2 3 4 oy w34 1§ 2
8 @ 1w u 8 o 10 13 3 v 0 g v

15 6 4 28

15 if ¥7 8 10 w0
22 jz3 24 g5 zb zx. 2

» Key Activities

 Create New Scenario (annual) » Move B2 Results to Model

* Run Applicable Interfaces +_Move Model Resultsto B2
+ Develop Budget, Forecast, Plan Guidelines » Move Processed Financial Results to
» Calculate Annual Activity Prices Common Data Source

» Perform Other System Activities + Standard Reporting

« Allocate Labor and Non Labor
« Create/Maintain Budget Group Budget ltems
* Project Planning and Tracking
« Validation Reporting
- System Adminisfrator Functions
« Validation Reporting, Center Locking, Budget
Close, Derive FERC
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Create New Scenario e

Seplewber
$ M T W T F §:
« 3 4 5 0 ¥
it 1z 33 140

Scenarios are similar to versions in SAP. UlPlanner will manage

all the different scenarios needed throughout the year for the budget,
forecast, and plan process

« A new scenario will be created for the annual budget process and for each monthly
forecast update

+ Additional scenarios can be created based on management's request

« Available scenarios will be listed via drop down box on the main menu

‘© Budget 2012 ,
“3 Budget 2013 { Converted Budget of Directs for Parallel) s

i ; i e

€3 Pudget 2013 - 3 &9 {Tes
3 Budget Scenario

Budget Scerario 3 & 9 {Actuals through 3/2012)

©) Capital Scenario e
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T Septemnber’ T
5 M T W T F 65|
Y2 3 4 o8 Oy

|

SAP will intetface data to UlPlanner near real time, nightly and Le s owomow o ow

monthly i
:

L

! g Fie

* Cost Centers * Activity Types « Controlling Actuals

* Orders « Companies « General Ledger Actuals
* Projects (WBS project « All related trees » Overheads
definition and WBS » Assessments
elements) « Settlements
» Cost Elements * FERC
« General Ledger Accounts * HR employee data
* Profit Centers » Power Plant

+ Users will continue to create * Individual data fields * Actuals loaded to support
and manage master data in available near real time — monthly processing
SAP actual tree update will occur  + Budget close performed in
» Near real time approximately nightly UIPlanner
every 30 minutes » On demand available

» On demand available
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Develop Annual Budget, Forecast, Plan Guidelines -
“eptember

§ M T W T F S
t 2 3 4 3 K 73

Guidelines will be developed and maintained to assist persons
responsible with the direct input of data into UlPlanner as they

prepare the annual, budget, forecast and plan

« Guidelines will cover the annual process along with the current year and multi year forecast
process. ltems included will cover annual calendar of events, plan assumptions, timing, person

responsible and applicable targets

- Related processes such as creating and maintaining master data, financial accountability model
guidelines, and reporting will be included (other FiT linked processes)

« A common data repository will be available on the FE Portal under the Finance Community.
Key documents will be stored to facilitate the budget, forecast, plan process. Available in 2014

« Guidelines will be updated throughout the year, if needed, to reflect major changes as part of
the monthly/quarterly forecast process

Assumptions
Document

Budget, Forecast,
Plan Guidelines

/
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Calculate Annual Activity Rates

TGeptember
M T WT F 8§
: 3 4 5 6 7
9 10 81 12 §3 14
2%

Annual activity rates will be calculated in UlPlanner prior to the start
of the annual budget process. SAP HR employee data will be
interfaced to UlPlanner to support this process

-
] .

* Run HR interface
« Import Employee data containing employee salaries, vacation, PAD, holiday, etc,

+ Calculate employee loaded salary
+ Labor additives (benefits, incentive compensation, payrol! taxes)
« Update union and non union wage schedules

+ Calculate productive hours by employee
» Vacation, PAD, holiday, meetings, and other non productive

* Calculate activity rates
+ Total dollars / total hours
» Rates will be automatically calculated for the plan horizon




Perform Other System Functions

Other activities include administering user security, maintaining
global assumptions, ensure system validations are current,
publishing datasets and repotrts, efc.

+ Administer user security
+ Add, edit, delete
« Maintain FERC code of conduct and required reporting

+ Maintain global system assumptions
+ Update related datasets

» System Validations
» Maintain rules and validations for appropriate screens
« Maintain interfaces

» Other Miscellaneous
* Publish standard reports
+ Trouble shoot system problems
« General system maintenance

Penn Power Exhibit RAD-45
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Employee Labor
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« SAP HR data will be interfaced to UIPlanner initially for calculation of activity prices but also
monthly to show employee changes and unproductive time usage

« Verify employee data - employee names, cost centers, etc.
- View/update labor data at the individual employee or summary cost center level

» Additional employee information such as vacation eligibility, available payroll hours, etc will
be summarized to help facilitate building of the labor budget and monthly forecast process

« Access to the labor screens will be secured based on role and business unit/department

« User will be presented with hours and dollars at the individual employee level and summary
level by Company, Cost Center, Pay Calendar, Personnel Subarea, Activity Type
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Employee Labor (continued)
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» Verify employee data - employee names, cost centers, etc.
+ Update staffing - headcounts and FTE'’s
+ Additions
« Exits (planned retirements)
« Internal transfers
« Allocation of unproductive time - PAD, vacation, deferred vacation
« Manual salary adjustments - promotions, non ICP bonuses

» Determine overtime hours or dollars

» Note: Other than labor entry can also occur in conjunction with developing employee labor

« Cost Center Labor Hours and Dollars Available to budget in grid
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Allocate Labor and Non Labor S
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Allocate hours and dollars to the various cost collectors (cost center,
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+ System design follows the Financial Accountability Model where each cost collector has one owner
» Cost collector owners will be responsible for budgeting and forecasting all other than labor
» Master Data guidelines will be in place to ensure consistency across the Company
+ Cost collector combinations are entered into UlPlanner via a budget grid or Excel upload
+ Budget records will be displayed for the active department or cost center selected
+ An additional project screen available to further define budget inputs

» Both hours and dollars available on grid

 Contractor hours/dollars calculation available to assist users with developing their other than [abor
budgets

—

] 5] =] =N =] = = Bl 2 :
{|Cost Source {Cost nwner i;ust Colled Pg{n]ettr WBS Internal OrdeiCost Element |[Activity Type
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Create / Maintain Budget Group Budget ltem

" October L November

$ M P W IRE 8118 MTW.T X5

Budget groups and budget items will be utilized as part of the s §4 R &
H . . ™ . y [T Y 7

budget grid entry to further categorize data inputs. Ulilized to assist R PRI PR ) M

with budget/forecast approvals. Data fields are optional R o wieioioid Rl B B S

« Budget groups and budget items can be assighed to any node in the cost center tree

» The availability for use will depend on the assignment and level in the cost center tree
« If a budget group budget item is assigned to an individual cost center then it will only be
available for use with a grid combination for that particular cost center

« Budget group and budget items set at the “all node” or top level will be available for all
users

] g = SR = B 2
Cost Source |Cost Dwner|Cost ColleqProject |WBS _ _Ir_lternal OrdejCost Element Activity Type |

B A |
Budget Group |Budgel Item {Comment
Filter Off Filter Off

- 13 506002 Governmental Affairs - OH
l » i [l b TRAI: Training

: ¢ COMTEDCL: Continuing Education -online
> | i@ OSTRAIM: Offsite Training
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Project Planning and Tracking
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A separate project screen is available where users can house s el 2
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projects can be created in UlPlanner to assist with long term planning i 5 bs = o 0 1 110 % % w5

« Users will input additional project information such as project description, project sponsor, project status,
etc for both SAP projects and Ul Planning Projects

* Project attributes will be both required and optional

« UIPlanner will allow users to create projects for multiyear planning without having to create the project
definition and WBS elements in SAP

« “Project Templates” will be interfaced and utilized from SAP as a starting point
« Allows the project attribute values of the SAP project to be applied to the new Planning Project
(project definition and WBS element level)

« Mirroring the SAP project to the Ul Planning Project ensures important attributes such as the
costing sheet data is applied accurately

 When planning projects are approved during the budget year, the project definition and WBS elements
will be created in SAP and interfaced in UlPlanner
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Validation Reporting
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System validation repon‘s will be available to check user entry for P T 5; N P
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+ UIPlanner reports will be available to validate system entry

 Muitiple ways to view data
+ View Reports - standard reports by major category

« Create Reports - on-the-fly reporting - menu driven. Ability to edit report rows and
columns, add and delete fields, subtotal and total, formatting

» Report Administration - enables user to create reports you want to quickly rerun,
distribute, or edit in the future

« Certain data fields will be derived through reporting such as cost type, company code, profit
center, etc.
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Business Unit / Department Center Locking
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« Select users will be granted access to lock their individual business unit/department cost centers

or entire group/department once the Business Unit Controller/Department Head has reviewed
and approved the results

« Center locking will be considered an approval and signifies to the System Administrator that the
group has completed their work and is ready for final processing

» Center locking is date stamped and identifies who locked and at what time
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System Administrator Activities
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 Validation Reporting
+ Verify all areas are locked
» Review miscellaneous reports

» Administrator Center Locking
« Once the Business Unit/Department locks their individual groups, the System Administrator can
perform an administrative lock over the entire cost center tree which signifies the scenario has been
locked
» System Administrator has the authority to open up individual centers for a particular user in the
event a budget correction is needed

* Budget / Forecast Close Process

» The Budget Close will be processed in UIPlanner and System Administrator will run the budget
close at different intervals of the process giving the user insight into the final settled numbers

+ The close will process all years in scenario

« A schedule will be published as part of the budget guidelines allowing users to plan accordingly

+ Budget close processing time is expected to be significantly shorter than FE’s current process.
Exact time for compiling and run time is not yet known

« FERC wiil be derived as part of the close process
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Move B2 Results to Financial Model
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« Dependent data items (interest, deferrals / riders, income taxes, general taxes) are
calculations that will be automated in the model

* The model “links” the calculation of dependent data
+ Eliminates the need for manual handoffs
+ Allows for quick turnaround of changes

* New process will generate integrated financials, not just an Income Statement
+ Better insight on cash impacts
+ Monitor key financial drivers including regulated entities rate base

+ Separate model security limits access to data
» Not all B2 users will have access to the financial model

+ Additional Model activities
+ Creating scenarios and “what if’ analysis
+ Target setting and financial metrics

Develop internal multi-year financial
guidance and targets
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Move Financial Model Results to B2

""October . November

] i S M T WL E S8 MITWI.E S/

Once model processing occurs, results will be posted back to B2 Dol b2 3 als iy g He
4 . . . . 3 7 $ 10 ujaz ¢

for users to view. Level of details and posting method is still a3 g 15 16 1 a8 i
Underdevelopment % 20 {2¢ 22 23 24 25f 26 a8 23 %
A

+ Results from the data calculations within the model will be posted back to the B2
environment

« Calculated results will be available to view within a dataset and report
* Owners will review and validate results as part of process

* The key financial statements (income statement, cash flow, balance sheet) will also be
generated as part of model processing

* [nternal income statement results will be available for users to view in B2
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Move Processed Financial Results to Common Data Source
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Provide standard management repotting sourced from a single, A
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» Final processed results will be moved to the Common Data
Source
» Separate Summary Cube allows faster report processing
« Separate Detailed Cube simplifies variance analysis
» Multi-year forecast data will not be sent to the BW

* FiT Available Reports
* Financial Statements,
» Monthly Management Reports
» Cost Reporting
» Employee Labor Reporting

Source
Systems
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Current and Multi-Year Forecast Process
Recast current month and remaining months in current year
Update of multi-year plan
Standard reporting will be utilized with fixed timing (FiT Reporting)
Forecast resuits available each month to manage current and multi year

R
ééyﬂgiou

iztag 15 R v A
s 20 21 22 B3 24 25

» Create New Scenario {imonthly) . Move B2 Results to Model

« Run Applicable Interfaces (monthly) . Move Model Results to B2

* Update Budget, Forecast, Plan guidelines Y Move Processed Financial Resulis to
« Calculate annual activity prices (N/A) Common Data Source

°._.E’.@r:fp.rm_.Q._th@{.?;y_st_@m.Af.at.lyl_tl_e_s__(}f_r)@s%@%@) « Standard Reporting
» Employee Labor. - - :
+ ‘Allocate Labor and. Non Labor ______ I
* Create/Maintain Budget Group. Budget Items ;
a_-'-'_PrOJect Planning and Tracking - - '
. \/alidat:on Repomng

—  Reflect labor and non labor changes

o« System Administrator Activities
Reporting, Center Locking, Budget
Close, Derive FERC
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Maintain UIPlanner System & Process o
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The current and multi-year forecast process will follow the same 2
steps as the annual budget/multi-year plan process with several f
activities being modified to reflect monthly versus annual

+ Create New Scenario
+ Create new version to capture recast

» Run Applicable Interfaces
« [nterface SAP monthly actuals (budget level)
+ Interface HR employee data

- Update Budget, Forecast Plan Guidelines
» Update scenario assumptions (if needed)

N

/" Recast remaining months and multi ear

Actuals load to UIP

Amount 2013

Type

2013 - Fel

2013 - Mar

2013 - dpr

2015 - May

7013 - Jun

_ bollars

| Hours| RLE %

Reference row avaifable to compare

values from previous scenarios

$350

$35

%1 fmart: itk

HiL A
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System Entry

Users will identify changes and reflect labor and other than
labor changes

* Employee Labor
» SAP HR data will be interfaced to UlPlanner initially for calculation of activity
prices, but also monthly to reflect employee changes such as pay adjusiiments,
vacation and PAD usage
« Interface will automatically run the first workday each month
« Labor balances should be reviewed as part of the forecast process

* Allocate Labor and Non Labor
« Adjust cost collector dollars/hours for remaining months

« Create/Maintain Budget Group Budget ltems (optional)
« Create new budget groups budget items to capture new cost collector additions

* Project Planning and Tracking
« |dentify new projects
» |dentify project changes and status
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+ Schedule included with annual guidelines lllustrative
+ Standard reports will be utilized to manage results

Work 1 4 5 6 7 8 9 10 1 12 13 14 15
Day s —
|
!
B ! &
Post Close 2 : Move B2 resuits to Model
Report - !
(tast months Cash Flow Report* !
actuais) {actual vs. budget) : o
: 5, ltove Model results to B2
, o (IS,CF, BS)
w2 i Complete System
i Enftry of (3+9)
L b
oac:\:t'!;la:?;cg'SAP and Multi-year @y
{summary ievel) (2015-2018)  Forecast data moved
and to CDS. Note: Multi

year forecast data will
not he moved fo the

i
i
i
§
i
Common Data Soutrce i
i
i Forecast Close CDS per Reporting
t
}
f
|
|
!
{
f

{transaction detall level)

all years
>, {all years) Team
Other Reporis e
IS, Cost Owner, BOD, April
S M T W T 8

s, Settled Capital

» New scenario created for 3+9. System open for entry !
(scenario can be created in previous month} ; 8
+ Run applicable interfaces (e.g. monthily HR data) o1z 43 15 6 17 1B ag

Specific calendar days will utilize standard reports

+ System generated cash flow reports will not be available until BPC go-live 5/9/14. Actual to
budget/forecast cash variance reporting will continue to be created using the current process
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. Mu!ti-Year Plan / Forecast
* Performed in conjunction with the annual and monthly forecast process
+ Multi year approach
* Focus on one year out (year 2) — identification of known key events and business unit initiatives

* Years 3 - 5 identification of primary business drivers
* Allow users the ability to develop a detailed forecast or adjust at a summary level
* Budget close will process all years in scenario

Build and refine forecast data for detailed annual budget
Ability to align earnin d cash projections with long-term strategy

Annual Budget

Multi-Year Plan / Forecast

_ Current Year Forecast

e Known key

s Primary Business Drivers
: events Lo .

e Busmess Umt
imtaatwes

- Cost center Ievel

Key Varfable Inputs |

., Load

i Identlfled strategles -t SPGCIal programs
: (e.g. forestry,

“energy efflc.'ency) . Treasury aCtiwtles S

_onea'pital pro;ects

f Execute and o
..__,.monitor performance 1. Transmission =, ‘Accounting treatment =
e e Regulatory strategy * Business development
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+ Fuel
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_Create/Maintain ;
== - Budget Group  |==3
““Budget Rems

4

Measure
Financial
Performance,

* Improve decision making with what-if analysis
« Identify and implement financial initiatives and strategic alfernatives
* Develop internal muili-year financial guidance and targets

L R A A R e L L LT T L T

5. Reporting
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° UlPlanner Excel Add-Ins are used for Excel upload / download functionality

° Add-Ins are User ID and computer specific

¢ Follow these steps to copy the Add-Ins files to your Excel session on the
computer you will use to access Ul Planner

— Step 1 — Locate the files to be copied

= Open Windows Explorer, navigate to the U: shared drive to your appropriate
group folder and leave this window open.

— U:\FE\Competitive - FES\FiT Project\UIPlanner\Excel Add ins
— U:\FE\EnerAff\FiT Project\UIPlanner\Excel Add Ins

— U:\FE\RegEnt\FiT Files\UIPlanner\Excel Add Ins

-~ W:\FE\ShrSvc\FiT\UIPlanner\Excel Add Ins

— Step 2 — Copy the files from the U drive to your C drive through Excel
~ Follow the instructions pertaining to your version of Excel (see next slides)

- Step 3 — Confirm the Add-In was installed
~ Follow the instructions pertaining to your version of Excel (see next slides)
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Excel version 2010 or 2013
Open Excel (version 2010 or 2013)
Click File > Options
From the Excel Options window, select Add Ins then click GO
From the Add Ins pop up, click Browse
Excel will take you to the location where the files should be (It will be empty)
Navigate to your Windows Explorer session and copy the two Add-In files

Navigate to your Excel session and paste the two files into the ‘AddIns’ folder
Excel has selected for you
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e For Excel version 2003 or 2007
1. Open Excel
2. From the menu bar, select Tools > Add Ins
3. From the Add ins pop up, click Browse
4. Excel will take you to the location where the files should be (It will be empty)
5

. Navigate to your Windows Explorer session and copy one Add In file
UlIPlanner.xla

6. Navigate to your Excel session and paste the file into the ‘AddIns’ folder Excel
has selected for you

Add-Ins available: E k_:,j v[«fioammg } i\;i?rir__o;_oft r Vﬁddfni - l @;z { Search
[ Analysis rganize v ew folder
[T] Analysi Oryg New fold
£ ] Euro Currency Tools S — e S e e e
I solver Add-in & Microsoft * BMame

14 Access 1 . -

m———— I Addi : B UllPtannerxla
Agtomation.. , hs | R
1}

5 T hw Necramirer
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e For Excel 2003 or 2007
Click ‘Tools’ menu

~ Select ‘Add-Ins’

Confirm ‘Ul Planner’ is checked

Add-Ins avallable:

Analysis ToolPak -
[] Analysis ToolPak - vBA
{"_j Ce Tes’c Samp]e o

_Bj'OWSE,. L " -

Automation,,,

¢ For Excel 2010 or 2013

Click File > Options > Add-Ins > GO

Confirm 2 UIPlanher Add-In files are
checked

__ Adct-ias

Add-Ins availabla:

E}Anatysss ToolPak

[T Analysis ToolPak - VBA

T Euro Currency Toals

I Lsolver Add:)

| iv]u Ptanne_r
VISR

«f«"mﬁ oo Browse..

-Automation,,, -

New ‘Ul Planner’ Menu option appears

m H &

| HOME | WSERT - PAGELAYOUT - FORMULAS  DATA XMW WV ACOINGI[ . Jipemm:
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httpi//wuiplanner0l pB00/ planner/

File Edit View

Faworites Tools Help

AN Add a Favorite

LA Add this webpaga a5 a favorite, To access yourfavaorites, vist the
Favorites Center,

Mame:

Create In: [‘5‘,; Favorites 0 oo v] {:,Nes_v_fp!dgr_l
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* After entering the link, the UIPlanner software main screen will dispiay
* Click on (3 GB or 4 GB Workstation)

UTILITIE

international

UlPlanner(- Pm

{Build: 357 22-August-2013 04:38 PM) PRD

REV=1{5928

Launch UIPlanner (2 GB Workstation)
Launch UTPlanner (3 GB Workstation)

Launch UlPlanner (4 GB Workstation)
_ UlPlanner 8 GB Link requires 64-bit browser

ki
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