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Duquesne nght 41 t‘lh Seventh Avenue Tel 412-393-1541

16" Floor Fax 412-393-1418
Our Energy... Your Power Pittsburgh, PA 15219 giack@duqlight.com
Gary A. Jack

Assistant General Counsel
May 14, 2008
VIA OVERNIGHT MAIL

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, D.C. 20426

Re:  Duquesne Light Company
Informational Filing of 2008 Formula Rate Update
Docket Nos. ER06-1549-000 and ER06-1549-001

Dear Secretary Bose:

Pursuant to the Commission’s order dated February 6, 2007 (“February 6 Order”), in the
captioned proceeding (118 FERC § 61,087, at P 74), Duquesne Light Company (“Duquesne” or
“Company”) hereby submits for informational purposes an original and six copies of the annual
update to recalculate its annual transmission revenue requirement pursuant to the formula rate
accepted by the Commission for filing in that proceeding, along with a detailed accounting of
transfers between construction work in progress (“CWIP”) and Plant in Service accounts and
other information described below.

I Summary and Information Provided

Duquesne’s tariff on file with the Commission requires Duquesne to recalculate its
annual transmission revenue requirement on or before May 15 of each year, and provide notice
of the new revenue requirement to its customers. In particular, the tariff specifies that:

On or before May 15 of each year, Duquesne shall recalculate its Annual
Transmission Revenue Requirements, producing the “Annual Update” for
the upcoming Rate Year, and post such Annual Update on PJM’s Internet
website via link to the Transmission Services page or a similar successor

page.

FERC Electric Tariff, Sixth Revised Volume No. 1, Original Sheet No. 314H.19,
Attachment H-17B, Section 1(b) (effective Dec. 1, 2006). The “Rate Year” referenced in the
tariff begins on June 1 of each year and continues until May 31 of the following year.
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The annual update consists of the following documents included with this filing:

e A completed formula template providing the true-up calculation to reflect actual
plant placed in service for 2007 (Appendix 1);

e A completed formula template providing the rate to become effective on June 1,
2008 that includes both the true-up in Appendix 1 and the estimated capital
expenditures through December 31, 2008 (Appendix 2);

e A summary and detail of accounting transfers between CWIP and Plant in Service
for incentive projects listed on Attachment 7 of the formula (Appendix 3);

e A calculation deriving the credit due customers for the difference between the
October 9, 2007 Settlement Filing and Duquesne’s May 15, 2007 True-Up filing
back to December 1, 2006 (Appendix 4); and

¢ Duquesne’s April 2008 FERC Form 730 filing providing information on projects
exceeding $20 million (Appendix 5).

IL. Informational Filing
A. Annual Update.

The Commission’s order accepting Duquesne’s formula rate for filing “direct[ed]
Duquesne to make an informational filing with the Commission when it recalculates its Annual
Transmission Revenue Requirement. This information must include the information Duquesne
is required to post on its web site regarding updates to its formula rate.” 118 FERC q 61,087, at
P 74. Accordingly, Duquesne is submitting for filing for informational purposes the same 2008
Annual Update that it is transmitting to PJM Interconnection, L.L.C. for posting on its website as
required by Duquesne’s tariff, and that will be posted on Duquesne’s website. The Annual
Update consists of the calculations in the Appendices attached hereto. Thus, all interested
persons will have ample notice of, and access to, the Annual Update. The protocols provide
specific procedures for notice of this filing, requests for information supporting the filing, and
potential challenges to the filing.

Duquesne has made no material accounting changes from those in effect during the
previous Rate Year and upon which the current rate is based. Duquesne also has made no
changes in its Post-retirement Benefits Other Than Pension charges that exceed the threshold set
forth in its tariff.'

: FERC Electric Tariff, Sixth Revised Volume No. 1, Original Sheet No. 314H.20, Attachment H-

17B, Section 1(g)(effective Dec. 1, 2006).
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B. Settlement Agreement

Duquesne makes this filing based on the Settlement Agreement among the principle
parties in the above-captioned proceedings. That Settlement Agreement resolved all matters in
the proceedings. The Settlement was submitted to FERC on October 9, 2007 and was approved
on May 9, 2008.2 The true-ups include the reduced revenue requirement between the settlement
methodology and the as-filed methodology and incorporate all the agreed upon modifications to
the as-filed formula. Appendix 4 hereto provides a separate calculation for the additional credit
due customers as a result of the Settlement. In the Company’s May 15, 2007 True-Up filing, the
Company calculated a credit based on the difference between the original September 29, 2006
filing for rates that became effective December 1, 2006, and the May 15, 2007 submittal. The
difference of $1.03 million was credited to customers through an adjustment to the rates that
became effective June 1, 2007. The Company agreed to a final revenue requirement of $53.965
million in the Settlement Agreement. In accordance with Section 2.6 of the Settlement
Agreement, the Company is crediting the $1.32 million additional difference still owed to
customers for the six-month period from December 1, 2006 to June 1, 2007. This amount is
included in the adjustment to rate in Attachment 6 (Estimate and Reconciliation Worksheet),
Step 8 of the formula (in Appendix 1 hereto). The True-up Amount for the period June 1, 2007
through May 31, 2008 is an under-collection of $6.9 million. This amount is reduced by the $1.3
million still owed to customers, for a net under collection of $5.6 million. This net true-up
amount is included on line 164 of the formula included at Appendix 1.

C. Informational Report on CWIP Balances

The Commission required Duquesne to provide a detailed accounting of transfers of
balances between CWIP and Plant in Service accounts for its incentive projects. 118 FERC
61,087 at P 74. The Settlement Agreement amended the Company’s protocols to add accounting
procedures for tracking CWIP for each incentive project (which are totaled by year in
Attachment 7 of the formula). Appendix 3 hereto contains a detailed accounting from
Duquesne’s records with references to source accounts from the company’s 2007 Form No. 1
filing. As provided in the protocols, each project is assigned a funding project number (“FPN”).
The information provided at Appendix 3 provides a summary by month of CWIP and plant in
service for each FPN and reconciles these amounts to the summary pages and the plant balances
in Attachment 6 of the formula. True-ups of estimated costs and actual costs are itemized as
shown on Attachment 6 to the annual updates included at Appendices 1 and 2.

The Commission also directed Duquesne to provide an update to the status of the
Duquesne Transmission Enhancement Plan (“DTEP”) as part of its accounting of transfers
between CWIP and Plant in Service balances. February 6 Order at P 74. Construction is
progressing well. DTEP anticipated approximately $184 million in capital expenditures between

2

Dugquesne Light Company, 123 FERC {61,139 (2008).
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2005 and 2010. Actual Plant in Service at the end of 2007 for DTEP was $94.7 million. The
anticipated capital outlay for DTEP in 2008 is $33.6 million, and Duquesne anticipates that
DTEP costs of $9.1 million will be placed into service in 2008. Attached as Appendix 5 is
FERC Form 730 providing further detail on the DTEP projects greater than $20 million.

The Commission further directed Duquesne to submit details on how it is satisfying its
hold harmless commitment in connection with the transaction that the Commission approved in
Dugquesne Light Holdings, Inc., 117 FERC 61,326 n.35 (2006). A narrative explanation of
proposed accounting entries and related journal entries was filed with the Commission on
February 27, 2008 in Docket No. EC06-160. Duquesne has included no merger-related costs in
the annual update filing and its rates. All merger-related costs have been recorded at Duquesne’s
parent company, Duquesne Light Holdings, Inc. Thus, Duquesne’s customers are being held
harmless from these costs.

Respectfully submitted,

Gary

Attornéy for
Duquesne Light Company
Enclosures

CC: Parties o/f Record
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1 Transmission Wages Expense p354.21.b G B4 785

2 Total Wages Expense p354.28.b 63,830,893

3 Less A&G Wages Expense p354.27.b 86,710,332
4 Total {Line 2-3) 27,120,561
5 {Line 1/ Line 4) 9.2726%

Plant Allocation Factors

6 Total Plant In Service (Note B) Aftachment 5

7 Total Accumulated Depreciation (Note A)  Attachment § S 7660155

8 Net Plant (Line 6 - Line 7) 1,589,057,749
9 Transmission Gross Plant (Line 21) 420,870,500
10 _Gross Plant Allocator (Line 9/ Line 6) 17.8708%
11 Transmission Net Plant _ (Line 33) 284,875,838
12 Net Plant Allocator {Line 11/ Line 8) 17.9273%

Plant In Service

13 Transmission Plant In Service (Note B) Attachment 5

14 New Transmission Plant Additions and Retirements only for Annual Estimate (Note B) Attachment 6, Cols F + H

15 Total Transmission Plant In Service (Line 13 + Line 14} 396,436,342
16 General & Intangible Attachment 5

17 Common Plant (Electric Only) (Note A) Attachment 5 SRS AR in

18 Total General & Common (Line 16 + Line 17) 263,508,844
19 Wage & Salary Allocation Factor {Line 5) 9.2726%
20 General & Common Plant Allocated to Transmission (Line 18 * Line 19) 24,434,159
21  TOTAL Transmission-Related Plant in Service (Line 15 + Line 20) 420,870,500

Accumulated Depreciation

22 Transmission Accumulated Depreciation {Note B) Attachment 5

23 Accumulated Depreciation for Transmission Plant Additions Qaly for Estimate {Note B) Attachment 6, Col. L + Col. P

24 Total Transmission Accumulated Depreciation (Line 22 + Line 23)

25 Accumulated General Depreciation Attachment 5

26 Accumulated Intangible Depreciation Attachment 5

27 Accumulated Common Amortization - Electric Attachment 5

28 Common Plant Accumulated Depreciation (Electric Only) Attachment § Tl
29 Total Accumulated General, Intangible and Common Depreciation (Sum Lines 25 to 28) ~ 76,891,150
30 _Wage & Salary Allocation Factor (Line 5) 9.2726%
31 General & Common Allocated to Transmission (Line 29 * Line 30) 7,129,820
32 TOTAL Transmission-Related Accumulated Depreciation (Line 24 + Line 31) 135,994,662

33 TOTAL Transmission-Related Net Property, Plant & Equipment (Line 21 - Line 32) 284,875,838
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34
35

36
37

38

39

40
41

47
48
49

50

51

Accumulated Deferred Income Taxes

ADIT net of FASB 106 and 109 Enter Negative Attachment 1, Col B, Line 9 (34:867:678)

Accumulated Deferred Income Taxes Allocated To Transmission Line 34 (34,667,676)
CWIP for Incentive Transmission Projects ]

CWIP Balance for Current Rate Year {Note P) Attachment 6, Col G 36,076:956

Total CWIP for Incentive Transmission Projects 36,076,956
Plant Held for Future Use (Note C)  Attachment 5 109,135
Transmission O&M Reserves )

Total Balance Transmission Related Account 242 Reserves Enter Negative Attachment 5 (1,563,917)
Prepayments

Prepayments {Note A) Attachment 5 543,952

Total Prepayments Allocated to Transmission (Line 40) 543,852
Materials and Supplies

Undistributed Stores Exp {Note A) Attachment 5 1,922/630

Wage & Satary Allocation Factor {Line 5) 9.2726%

Total Transmission Aliocated (Line 42 * Line43) 178,278

Transmission Materials & Supplies Attachment 5 1:069:647

Total Materials & Supplies Allocated to Transmission (Line 44 + Line45) 1,247,895
Cash Working Capital

Operation & Maintenance Expense (Line 75) 17,514,265

1/8th Rule x 1/8 12.5000%

Total Cash Working Capital Allocated to Transmission (Line 47 * Line 48) 2,189,283
TOTAL Adjustment to Rate Base {Lines 35 + 37 + 39 + 41 + 46 + 49) 3,935,627
Rate Base {Line 33 + Line 50) 288,811,465
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52

54
55
56

Transmission O&M

Transmission O&M p321.112b

Less Account 565 p321.96.b

Pius PJM Schedule 12 Charges billed to DLC and booked to Account 565 (Note N) PJM Data

Plus Net Transmission Lease Payments (Note A) p200.4.c Bl lal ond
Transmission O&M (Lines 52 - 53 + 54 + 55) 7,392,135

Allocated General & Common Expenses

Common Plant O&M (Note A) p356
Total A&G p323.197.b

Less PBOP Expense in Acct. 926 in Excess of Allowed Amount Attachment 5

Less Property Insurance Account 924 p323.185.b

Less Regulatory Commission Expense Account 928 (Note E) p323.189.b

Less General Advertising Expense Account 930.1 p323.191.b

Less EPRI Dues {Note D) p352-353 :
General & Common Expenses (Lines 57 thru 58) - Sum (Lines 59 to 63) 98,591,823
Wage & Salary Allocation Factor {Line 5) 9.2726%
General & Common Expenses Allocated to Transmission {(Line 64 * Line 65) 9,142,039

Directly Assigned A&G

Regulatory Commission Exp Account 928 (Note G) Attachment 5 T LA
General Advertising Exp Account 930.1 {Note K) Attachment 5 SRy
Subtotal - Transmission Related (Line 67 + Line 68) -
Property Insurance Account 924 Line 60 5,467,018
General Advertising Exp Account 930.1 (Note F)  Attachment 5 L i E
Total (Line 70 + Line 71) 5,467,018
Net Plant Aliocation Factor (Line 12) 17.9273%
A&G Directly Assigned to Transmission (Line 72 * Line 73) 980,091
Total Transmission O&M {Lines 56 + 66 + 69 + 74) 17,514,265

89

Depreciation Expense
Transmission Depreciation Expense

Attachment 8, Col. (D)

New plant Depreciation Expense only for Estimate (Note B) Attachment 6, Col. K+ Col. A
Total Transmission Depreciation Expense (Line 76 + Line 77) 10,588,641
General Depreciation Attachment 8, Col. (D) 18,585,074
Intangible Amotization (Note A) p336.1.f :2,760:551
Total (Line 79 + Line 80) 16,345,625
Wage & Salary Allocation Factor (Line 5) 9.2726%
General Depreciation Allocated to Transmission (Line 81 * Line 82) 1,515,667
Common Depreciation - Electric Only (Note A) p336.11.b -
Common Amortization - Electric Only (Note A) p356 or p336.11d . -
Total - (Line 84 + Line 85) -
Wage & Salary Allocation Factor {Line 5) 9.2726%
Common Depreciation - Electric Only Allocated to Transmission (Line 86 * Line 87) -
Total Transmission Depreciation & Amortization {Lines 78 + 83 + 88) 12,104,308

90

91

Taxes Other than Income

Attachment 2 1,109,567

Total Taxes Other than Income

(Line 90) 1,109,567
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92

94
95
96
97
98

99

100
101
102
103
104

113
114
115

116
117
118

119
120
121
122

123

Long Term Interest
Long Term Interest

(Note Q) Attachment 5

Amortization of Debt Discount and Expense p117.63.c
Amortization of Loss on Reacquired Debt p117.64.c
Less Amort of Gain on Reacquired on Debt-Credit p117.65.c
Less Amort of Premium on Debt-Credit p117.66.c
Interest on Debt to Associated Companies p117.67.c

Total Long Term Debt Costs
Preferred Dividends

Common Stock
Proprietary Capital

(Sum lines 92 to 94) - Line 95 - Line 96 + Line 97

Enter Positive p118.29.c

p112.16.c
Less Accumulated Other Comprehensive Income Account 219 pi12.15.c
Less Preferred Stock (Line 110)
Less Account 216.1 p112.12.c

31,854,877

6,925525

Common Stock

Capitalization
Long Term Debt

(Line 100 - (Sum Lines 101 to 103))

Bonds Attachment 5
Less Loss on Reacquired Debt Enter Negative p111.81.c
Plus Gain on Reacquired Debt p113.61.c
Total Long Term Debt Sum (Lines 105 to Line 108)
Preferred Stock p112.3.c :
Common Stock {Line 104) 734,552 564

Total Capitalization

(Sum Lines 109 to 111)

1,245,004,346

Debt % (Line 109/ Line 112) 32.3305%
Preferred % (Line 110/ Line 112) 8.6695%
Common % (Note Q) (Line 111/ Line 112) 59.0000%
Debt Cost (Line 92/ Line 109) 0.0791
Preferred Cost (Line 99/ Line 110) 0.0642
Common Cost (Note J) 10.9% RCE + .5% RTO Adder 0.1:140
Weighted Cost of Debt (Line 113 * Line 116) 0.0256
Weighted Cost of Preferred (Line 114 * Line 117) 0.0056
Weighted Cost of Common (Line 115 * Line 118) 0.0673
Total Return (R) (Sum Lines 119 to 121) 0.0984
Investment Return = Rate Base * Rate of Return (Line 51 * Line 122) 28,421,592

124
125
126
127
128

129
130
131
132

133

134

Income Tax Rates

FIT=Federal Income Tax Rate (Note 1) 35:.0000%
SIT=State income Tax Rate or Composite - 9:9900%
p (percent of federal income tax deductible for state purposes) Per State Tax Code 0:0000%
T =1-{(1-SIM*(1-FIM)/(1-SIT*FIT*p)} = 41.4935%
T/ (1-T) 70.9212%
ITC Adjustment (Note 1)
Amortized Investment Tax Credit Enter Negative Attachment 1 - (1,454,891)
1(1-T) 1/(1-Line 127) 170.9212%
Net Plant Allocation Factor {Line 12) 17.9273%
ITC Adjustment Allocated to Transmission (Line 129 * (1 + Line 130) * Line 131) (706,626)
Income Tax Component = CIT = (T/1-T) * Investment Return * (1-(WCLTD/R)) = [Line 128 * Line 123 * (1 - (Line 119/ Line 122))] 14,916,154
Total Income Taxes (Line 132 + Line 133) 14,209,529
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Summary
135 Net Property, Plant & Equipment (Line 33) 284,875,838
136 Adjustment to Rate Base {Line 50) 3,935,627
137 Rate Base {Line 51) 288,811,465
138 O8M (Line 75) 17,514,265
139 Depreciation & Amortization (Line 89) 12,104,308
140 Taxes Other than Income {Line 91) 1,109,567
141 Investment Return (Line 123) 28,421,592
142 Income Taxes ({Line 134) 14,209,529
| 143 Gross Revenue Requirement (Sum Lines 138 to 142) 73,359,261
Adjustment to Remove Revenue Requirements Associated with Excluded Transmission Facilities
144 Transmission Plant in Service (Line 13) 396,436,342
145 Excluded Transmission Facilities (Note M) Attachment 5 L
146 Included Transmission Fagilities (Line 144 - Line 145) 396,436,342
147 Inclusion Ratio (Line 146 / Line 144) 100.00%
148 Gross Revenue Requirement (Line 143) 73,359,261
149 Adjusted Gross Revenue Requirement (Line 147 * Line 148) 73,359,261
150 Revenue Credits Attachment 3 5,394,672
| 151 Net Revenue Requirement (Line 151) 67,964,589
Net Plant Carrying Charge
152 Gross Revenue Requirement (Line 143) 73,359,261
153 Net Transmission Plant (Line 13 - Line 22) 267,571,499
154 Net Piant Carrying Charge (Line 152/ Line 153) 27.4167%
155 Net Piant Carrying Charge without Depreciation (Line 152 - Line 76) / Line 153 23.4594%
156 Net Plant Carrying Charge without Depreciation, Return, nor Income Taxes (Line 152 - Line 76 - Line 123 - Line 134) / Line 153 7.5268%
Net Plant Carrying Charge Calculation per 100 Basis Point increase in ROE
157 Gross Revenue Reguirement Less Return and Taxes (Line 151 - Line 141 - Line 142) 30,728,140
158 Iincreased Return and Taxes Attachment 4 45,543.597
159 Net Revenue Requirement per 100 Basis Point increase in ROE (Line 157 + Line 158) 76,271,737
160 Net Transmission Plant (Line 13 - Line 22) 267,571,499
161 Net Plant Carrying Charge per 100 Basis Point increase in ROE (Line 159 / Line 160) 28.5052%
162 Net Plant Carrying Charge per 100 Basis Point increase in ROE without Depreciation (Line 158 - Line 76) / Line 160 24.5479%
163 Net Revenue Requirement (Line 151) 67,964,589
164 True-up amount Attachment 6 T
165 Plus any increased ROE calcutated on Attachment 7 other than PJM Sch. 12 projects Attachment 7 937,991
166 Facility Credits under Section 30.9 of the PJM OATT Attachment 5 -
167 Net Zonal Revenue Requirement Sum (Lines 163 to 166) 68,902,579
Network Zonal Service Rate
168 1 CP Peak (Note L) Attachment 5 2,890.40
169 Rate ($/MW-Year) (Line 167 / Line 168) 23,838.42
| 170 Network Service Rate ($/MW/Year) (Line 169) 23,838.42
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Notes
A Electric portion only.

B Excludes leases that are expensed as O&M (rather than amortized). Includes new Transmission plant that is expected to be placed in service in the current calendar year. New Transmission

plant expected to be placed in service in the cument calendar year that is not included in the PJM Regional Transmission Expansion Plan (RTEP) must be separately detailed on Attachment 6.
Lines 14, 23, and 77 refer to Attachment 6, Step 2 in the first year and Step 9 in all subsequent years; line 36 use Step 6 for True Up and Step 9 for Estimate). For the estimate, all rate base
items will be calculated based on end of year data, except transmission plant additions, retirements and depreciation will be calculated based on 13 month averages. For the True-up,
transmission and distribution plant and the associated depreciation reserve shall be calculated using the average of 13 monthly balances in Attachment 5 and all other rate base items,
excluding Cash Working Capital, shall be calculated using beginning and end of year averages in Attachment 5 or Attachment 1. Include on line 36, the 13 monthly average CWIP balance on
Attachment 6 for FERC authorized incentive transmission projects shown on Attachment 6.

Includes Transmission Portion Only. Only land held for future use that has an esfimated in service date within the next ten years may be included.

Excludes All EPRI Annual Membership Dues.

Includes All Regulatory Commission Expenses.

Includes transmission system safety related advertising included in Account 930.1.

Includes Regulatory Commission Expenses directly related to transmission service, RTO filings, or transmission siting itemized in Form 1 at 351.h.

Reserved for future use.

The currently effective income tax rate, where FIT is the Federal income tax rate; SIT is the State income tax rate, and p =

the percentage of federal income tax deductible for state income taxes. If the utility includes taxes in more than one state, it must explain in

Attachment 5 the name of each state and how the blended or composite SIT was developed. Furthermore, a utility that

elected to use amortization of tax credits against taxable income, rather than book tax credits to Account No. 255 and reduce

rate base, must reduce its income tax expense by the amount of the Amortized Investment Tax Credit (Form 1, 266.8.)

multiplied by (1/1-T). A utility must not include tax credits as a reduction lo rate base and as an amorlization against taxable income.

ROE will be supported in the original filing and no change in ROE will be made absent a Section 205 filing at FERC.

Education and outreach expenses refating to transmission, for example siting or billing.

As provided for in Section 34.1 of the PJM OATT; the PJM established billing determinants will not be revised or updated in the annual rate reconciliations.

Amount of transmission plant excluded from rates per Attachment 5.

Payments made under Schedule 12 of the PJM OATT that are not directly assessed to load in the Zone under Schedule 12 are included in Transmission O&M on line 54. 1f they are bocked to
Acct 565, they are included on line 54.

The equity component of DLC' capital structure shall not be greater than 59 percent, nor less than 45 percent, regardless of Duquesne’s actual capital structure. When DLC's equity component
falls within the stated range, DLC shall use its actual capital structure.

The input value on line 100 - Proprietary Capital - shall be adjusted so that the equity percentage shown on line 115 will be 45% if the actual equity percentage is less than 45% or 59% if the
actual equity percentage is above 59%.

—IOTMMmMmoO

o ZZrr X~

o

Include on line 36, the 13 monthly average CWIP balance on Attachment 6 for FERC authorized incentive transmission projects shown on Attachment 6.
Q  OLC willinclude interest associated with debt that is outstanding using 13 monthly averages at the end of the FERC Form No. 1 year. Therefore only interest included in column | on page 257
of the FERC Form No. 1 that has an outstanding amount included in column H will be included in the interest calculation.
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Duguesne Light Company Page 9 of 26
Attachment H -17A
Attachment 2 - Taxes Other Than Income Worksheet

FERC Form No. 1 Allocated
Other Taxes Page 263 Allocator Amount
Col (i)
Plant Related Gross Plant Allocator
1 PA Capital Stock Tax line 15 -
2 Real Estate line 33
3 PA PURTA line 13 : .35
4 Total Plant Related -- Sum of line 1 through line 3 3,751,471 17.8708% $ 670,418
Wages & Salary Allocator
5 Federal Unemployment line 4
6 FICA line 5
7 PA Unemployment line 18
8 City of Pittsburgh line 34 4
9 Total Labor Related-- Sum of line 5 through line 8 4,735978 9.2726% $ 439,149
Other Excluded All other
10 Highway Use line 6 TR
11 Excise Tax on Coal line 7 : e ’
12 PA Gross receipts Tax line 14
13 PA Corporate Loans line 16
14 PA Insurance Premiums line 17
15 PA Fuel Use line 19
16 PA Motor Carriers line 20
17 PA Other line 21
18 WV Franchise line 26
19 WV Income line 27
20 Gross Receipts line 32
21 Total Excluded 48,881,509 0.00%
22 Total (line 4 + line 9 + line 21 57,368,958 $ 1,109,567
23 Total ‘Other' Taxes included on p.114.14¢ 57,368,958

Difference (line 23-line 22} Note E -

Criteria for Allocation:

A All Taxes Other than Income Tax line items and allocations will be supported by the settiement in Docket
No. ER06-1549 and no change in allocation will be allowed absent a filing at FERC.

B Any new Taxes Other than Income Tax will be clearly marked and separated in each account from the
settled items for review.

C Other taxes that are incurred through ownership of plant including transmission plant will be allocated
based on the Gross Plant Allocator. [f the taxes are 100% recovered at retail they may not be included.

D Other taxes that are incurred through ownership of only general or intangible plant will be allocated based

on the Wages and Salary Allocator. If the taxes are 100% recovered at retail they may not be included.
Other taxes that are assessed based on labor will be allocated based on the Wages and Salary Allocator.
Other taxes, except as provided for in C, D and E above, which include amounts related to transmission
service, will be allocated based on the Gross Plant Allocator.

G Excludes prior period adjustments for periods before January 1, 2007.

mm



Duquesne Light Company
Attachment H -17A
Attachment 3 - Revenue Credit Workpaper

Account 454 - Rent from Electric Property
1 Rent from FERC Form No. 1 - Note 8
2 Rent from Electric Property - Transmission Related (Notes 3 & 8)

3

4 Customer Choice - EGS Transmission See Note 5
5 Other Electric Revenues See Note 6
6 SECA Credits - Other EGS See Note 7

7 Schedule 1A
8 Net revenues associated with Network Integration Transmission Service (NITS) for which the
load is not included in the divisor (difference between NITS credits from PJM and PJM NITS
charges paid by Transmission Owner) (Note 4)
6 PTP Serv revs for which the load is not included in the divisor received by TO
7 PJM Transitional Revenue Neutrality (Note 1)
8 PJM Transitional Market Expansion (Note 1)
9 Professional Services (Note 3)
10 Revenues from Directly Assigned Transmission Facility Charges (Note 2)
11 Rent or Attachment Fees associated with Transmission Facilities (Note 3)

12 Gross Revenue Credits Sum Lines 7 to 11 +line 3 5,663,050
13 Less line 20 - line 20 (268,378)
14 Total Revenue Credits line 12 + line 13 5,394,672

15 Revenues associated with lines 15 thru 20 are to be included in lines 1-10 and total of those

379,350
revenues entered here o
16 Income Taxes associated with revenues in ling 15 157,406
17 One half margin (fine 15 - line 16)/2 110,972
8 All expenses (other than income taxes) associated with revenues in fine 15 that are included
in FERC accounts recovered through the formula times the allocator used to functionalize the
amounts in the FERC account to the transmission service at issue. )
19 Line 17 plus line 18 110,972
20 Line 15 less line 19 268,378

Note 1 All revenues related to transmission that are received as a transmission owner (i.e., not received as a LSE), for which the cost of the
service is recovered under this formula, except as specifically provided for elsewhere in this attachment or elsewhere in the formula will be
included as a revenue credit or included in the peak on line 168 of Appendix A.

Note 2 If the costs associated with the Directly Assigned Transmission Facility Charges are included in the rates, the associated revenues are
included in the rates. If the costs associated with the Directly Assigned Transmission Facility Charges are not included in the rates, the
associated revenues are not included in the rates.

Note 3 Ratemaking treatment for the following specified secondary uses of transmission assets: (1) right-of-way leases and leases for space on
transmission facilities for telecommunications; (2) transmission tower licenses for wireless antennas; (3) right-of-way property leases for
farming, grazing or nurseries; (4) licenses of intellectual property (including a portable oil degasification process and scheduling software);
and (5) transmission maintenance and consulting services (including energized circuit maintenance, high-voltage substation maintenance,
safety training, transformer oil testing, and circuit breaker testing) to other utilities and large customers (collectively, products). DLC will
retain 50% of net revenues consistent with Pacific Gas and Electric Company, 90 FERC 1 61,314. Note: In order fo use lines 15 - 20, the
utility must track in separate subaccounts the revenues and costs associated with each secondary use (except for the cost of the
associated income taxes).

Note 4 If the facilities associated with the revenues are not included in the formula, the revenue is shown here, but not included in the total above
and explained in the Cost Support. For example, revenues associated with distribution facilities. In addition, revenues from Schedule 12
are not included in the total above to the extent they are credited under Schedule 12.

Note &5 Customer Choice - EGS Transmission represents revenues received from Electric Generation Suppliers providing energy to retail
customers in Duquesne's zone. As a result, the load is in the divisor for the zonal revenue requirement.

Note 6 Other electric Revenues - includes revenues for various related efectricity products/premium services such as surge protectors and
appliance guards.

Note 7 SECA Credits - Other EGS - represents revenues received from Electric Generation Suppliers for transition transmission charges
imposed by FERC.



Duquesne Light Company page 11 of 26
Attachment H -17A
Attachment 3 - Revenue Credit Workpaper

Note 8 All Account 454 and 456 Revenues must be itemized below
Account 454

- Non-Firm
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Duquesne Light Company
Attachment H -17A

Attachment 4 - Calculation of 100 Basis Point Increase in ROE

100 Basis Point increase in ROE and Income Taxes

100 Basis Point increase in ROE

Rate Base

Debt %
Preferred %
Common %

Debt Cost
Preferred Cost
Common Cost

Weighted Cost of Debt
Weighted Cost of Preferred
Weighted Cost of Common

(Line 109 / Line 112)
(Line 110/ Line 112)
{Line 111/ Line 112)

(Line 92/ Line 109)
(Line 99/ Line 110)

Appendix A % plus 100 Basis Pts

(Line 113 * Line 116)
(Line 114 * Line 117)
(Line 115 * Line 118)

Line 12 + Line 23

Appendix A, Line 51

Appendix A, Line 113
Appendix A, Line 114
Appendix A, Line 115

Appendix A, Line 116
Appendix A, Line 117

Appendix A, Line 118 + 1%

Appendix A, Line 119
Appendix A, Line 120
Line4 *Line7

page 12 of 26

45,543,597

1.00%

288,811,465

32.3%
8.7%
59.0%

7.91%
6.42%
12.40%

0.0256
0.0056
0.0732

(Sum Lines 119 to 121)

Sum Lines 8 to 10

0.1043

{Line 51 * Line 122)

Line 11 * Line 1

30,125,580

FIT=Federal iIncome Tax Rate
SIT=State Income Tax Rate or Composite

p (percent of federal income tax deductible for state purposes)

T =1-{[(1-SIT)*(1-FIT}/(1-SIT*FIT*p)} =

T/(1-T)

ITC Adjustment

Amortized Investment Tax Credit; enter negative Attachment 1

1/(1-T)
Net Plant Allocation Factor

1/7(1 - Line 127)
(Line 12)

Appendix A, Line 124
Appendix A, Line 125
Appendix A, Line 126
Appendix A, Line 127
Appendix A, Line 128

Appendix A, Line 129
Appendix A, Line 130
Appendix A, Line 131

35.00%
9.99%
0.00%

41.49%

70.92%

(1,454,891)
170.92%
17.9273%

ITC Adjustment Allocated to Transmission

Income Tax Component = CIT=(T/1-T) * Investment Return * (1-(WCLTD/R)) =

(Line 129 * (1 + Line 130) * Line 131)

Appendix A, Line 132

Line 17*Line 12*(1-(Line 8/Line 11))

(706,626)

16,124,642

Total Income Taxes

(Line 132 + Line 133)

15,418,017
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(A)

Account Number
Transmission Plant

352-Major Structures
352-Minor Structures .

353
354
355
356
357
358
359
Subtotal

General Plant
390

391
391.1
392

393

394

395

396

397

398
Subtotal

Duquesne Light Company
Attachment H 17A

Attachment 8 - Depreciation Rates

(B)

231,333,7

Depreciation
Plant Base

48

85

Depreciation

3.66
2.63
3.02
2.23
2.15
1.84
1.95
1.39
3.19

3.67
20

9.1
3.33

6.1
6.67

©)

Depreciation
Expense

149,048
93,916
6,024,422
1,419,881
218,242
845,836
1,346,525
490,633
139
10,588,641

3,631,697
903,959
453,079

4,133,078

93,843
488,521
232,947

66,077

3,656,180

25,692

13,585,074
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