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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Docket No. ERO8-____-000

L

DIRECT TESTIMONY AND EXHIBITS
OF
ALAN C. HEINTZ

INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION.

My name is Alan C. Heintz. My business address 1s Brown, Williams, Moorhead &
Quinn, Inc., (“BWMQ™) 1155 Fifteenth Street, NW, Suite 400, Washington, DC 20005.
{ am a Vice President of BWMQ.

ON WHOSE BEHALF ARE YOU TESTIFYING?

I am testifying on behalf Pepco Holdings, Inc. operating affiliates: Potomac Electric
Power Company (Pepco), Delmarva Power & Light Company (Delmarva), and Aflantic
City Electric Company (ACE).

PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE.

1 was employed by the Federal Energy Regulatory Commission (FERC) from November
1985 to February 1995. Iserved as a Public Utilities Specialist in the [Electric] Rate
Filings Branch from November 1985 to October 1989. In November 1989, T was
promoted to Section Chief in the Division of [Electric] Applications, and was responsible
for supervising the review of the terms, conditions, and rates of electric rate applications

for such services as interchange power, requirements power, and transmission. During
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my tenure with the FERC, I prepared or supervised the preparation of memoranda
recommending acceptance, rejection, deficiency, or investigation in hundreds of cases.
These included cases that set important precedents on electric transmission pricing, such
as the merger compliance transmission tariffs for Northeast Utilities, the first generation
of open access transmission tariffs ("OATT") filed by utilities such as Entergy Services,
Louisville Gas & Electric Co., Florida Power & Light Co., Kansas City Power & Light
Co., and American Electric Power Co., as well as the Pennsylvania Electric Company
case involving Penntech Papers, Inc. I also taught a one-year course to FERC Staff and
gave several presentations to the Edison Electric Institute Interconnection and
Interchange Arrangements Committee on the pricing of power and transmission services,
From February 1995 through October 2000, I was a Vice President of Stone &
Webster Management Consultants, Inc. In this position, I provided consulting services to
numerous electric utilities on matters involving requirements and off-system power rates,
rate and implementation strategies for developing OATT filings, and issues concerning
the organization of ISOs and RTOs. I also assisted several utilities in preparing their
retail delivery services filings. In November 2000, [ joined R.J. Rudden Associates, Inc.
as a Vice President, where | continued providing consulting services to the electric
industry. Ijoined BWMQ in February 2004.
WHAT ARE YOUR DUTIES IN YOUR CURRENT POSITION?
I provide consulting services on FERC matters relating to power sales, transmission,
ancillary services, and open access transmission service, including issues arising from
FERC’s Orders No. 888, 889, 2000 and 679. T have been actively involved as a

consultant to numerous Independent System Operators (“ISO”) and Regional
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Transmission Organizations (“RTO”), transmission-owning members of the Midwest
1SO, and transmission-only entities such as American Transmission Company and Trans-
Elect. Ihave advised these clients on transmission and congestion pricing, the treatment
of pre-existing arrangements, losses, and ancillary services, as well as non-rate terms and
conditions of their tariffs. Ihave also provided advice on transmission pricing matters to

several transmission-owning members of the PIM Interconnection, LLC.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE FERC OR BEFORE OTHER
REGULATORY AGENCIES AND COURTS ON UTILITY-RELATED
MATTERS?

Yes. During my tenure at the FERC, I was assigned to the Commission's advisory staff
and, therefore, was precluded from testifying before the FERC. However, while at the
FERC, I presented cases publicly to the FERC Commissioners at their bi-weekly public
meetings and was the technical contact to the Commissioners in numerous cases. Since
leaving the FERC, I have filed testimony before the FERC in numerous proceedings. 1
have also testified before the British Columbia Utilities Commission in Canada, the
Ihinois Commerce Commission, the Maine Public Utilities Commission, the United
States Court of Federal Claims, and the United States District Court in Florida. A
summary of my prior testimony is contained in Exhibit No. PHI-31,

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

I received the degree of Bachelor of Science in Business and the degree of Bachelor of
Arts in Economics from the University of Colorado, Boulder, Colorado, in May 1982, 1
also received the degree of Master of Business Administration in Finance from the

George Washington University in Washington, DC, in December 1988.
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PURPOSE OF TESTIMONY AND BACKGROUND

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to explain and support the changes to PHI's formula rates
to include recovery of CWIP and an ROE adder for the MAPP project for each of the PHI
operating companies.

PLEASE LIST THE EXHIBITS YOU ARE SPONSORING, IN ADDITION TO
THIS PREPARED DIRECT TESTIMONY AND THE PREVIOUSLY NOTED
SUMMARY LIST OF TESTIMONIES.

I am sponsoring four additional exhibits.

Exhibit No. PHI-32 - contains the revised formulas for each of the companies that

have been filled-in or “populated” for illustrative purposes. In this example, 1
have used 2007 Form No. 1 data and forecasted transmission capital additions and
CWIP expected to be in service in 2008. The incentive ROE of 12.8% for the
MAPP project only is also included in the illustrative formula.

Exhibit No. PHI-33 - contains information required under Statement BM and

Section 35.25 of the Commission’s regulations.

Exhibit No. PHI-34 - contamns Statements BG and BH.

Exhibit No. PHI-35 - contains a graph depicting revenue requirements with and

without CWIP in rate base.
ARE THE REVISIONS TO THE PHI FORMULA RATE SIMILAR TO OTHER
FORMULA RATES APPROVED BY THE COMMISSION?
Yes. The formula rate changes proposed by PHI are substantially similar to the formulas

used by other transmission-owning utilities that operate within ISO or RTO-administered

WAI-2852921v]
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markets and have incorporated CWIP recovery for one or more projects into their
formulas (see (Trans-Allegheny Interstate Line Company, 119 FERC q 61,219 (2007)
(“TrAILCo"); and Commonwealth Edison Compary, 119 FERC { 61,238 (2007)
(“ComEd™)).

FORMULA RATE

PLEASE PROVIDE A DISCRIPTION OF THE PROPOSED CHANGES TO THE
FORMULA TO INCLUDE CWIP.

In each companies’ Attachment H in the PIM Open Access Transmission Tariff,
Appendix A, the calculation itself, is modified to include CWIP in rate base on line 43a.
Cost support will be modified also, and that includes Attachment 6-Estimate and True-up
Worksheet, which has been revised to include more space for projects and the calcualtion
of the weighted average CWIP balances. Attachment 7-Transmission Enhancement
Charge Worksheet has been revised to include the specific revenue requirement
calculations for CWIP. These modifications are consistent with the similar formulas
which include CWIP discussed above. A clean and redline version of the revised tariff
sheets for each of the PHI operating companies are attached to the PHI filing as
Appendix A.

IS PHI REQUESTING INCENTIVE TREATMENT FOR THE MAPP
TRANSMISSION PROJECT?

In this docket, PHI 1s seeking authorization of a 150-basis-point ROE adder for the
MAPP project. Attachment 7 referenced above shows the requested adder 1n the

calculation for the MAPP project on line 15.

WAL2352921v]
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HOW HAS PHI COMPLIED WITH THE COMMISSION’S REGULATIONS
CONCERNING THE INCLUSION OF CWIP IN RATE BASE?

I have included Statement BM as required by Section 35.13(h)(38) and the information
required by Section 35.25. Specifically, Exhibit No. PHI-33 provides the general
description of the planning process required by Statement BM; support for the request for
waiver of the requirement related to forward looking allocators required by Section
35.25(C)(4); the percentage of the proposed increase in the jurisdictional rate level
attributable to non-pollution control/fuel conversion CWIP as required by Section
35.25(g); and explanations as to why the percentage of non-pollution control/fuel
conversion CWIP permitted by the state or local commission, and individual earned rate
of return analyses of each of the competing retail rates developed on a basis fully
consistent with the wholesale cost of service as required by Section 35.25(g) are not
applicable to this filling.

Accounting procedures and controls that will be in place in PHI to ensure
customers will not be charged for both capitalized AFUDC and corresponding amounts
of MAPP CWIP as required by Section 35.25(e) and (f) 1s provided by Company Witness
Warren R. Smiley in Exhibit PHI-36.

IN YOUR OPINION DOES THE FORMULA RATE REVISION PROPOSED BY
PHI IN THIS PROCEEDING CONFORM TO COMMISSION PRECEDENT
WITH RESPECT TO CWIP?

Yes. Furthermore, the inclusion of CWIP in rate base and cessation of AFUDC result in
lower transmission rates for customers over the life of the MAPP project and thus a lower

overall revenue collection of more than $200 milhon. Exhibit No. PHI-35 shows the
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revenue requirements with and without CWIP in rate base for each year of the project’s

estimated life. As can be seen from the graph, under the traditional method, no payments

are made by ratepayers during construction. When plant goes into service, then recovery

of the cost of construction or carrying costs commences. With CWIP in rate base, the

utility recovers its carrying costs during the construction period. Thus, rates to the

consumer are lowered in the future as the recovery of CWIP in rate base reduces the plant

balance by the amount of carrying charges associated with the traditional method. In

Order No. 298, the Commission found that:

Without any CWIP in rate base, a new plant has no direct effect on
consumer prices until it begins to provide service. Then, when it does come
on line, consumer's rates must be increased (o give the company a cash
return on both the direct cost of the plant and the capitalized [Allowance for
Funds Used During Construction (AFUDC)] as well as a return of capital
through depreciation. If the plant is large relative to the existing rate base,
the result can be a rate increase that is both large and sudden, producing a
so-called 'rate shock'. In contrast, with all CWIP in rate base, the impact of
new plant 1s spread over the entire construction period, and the rates when
the plant begins to provide service are lower because they do not include a
return on and of capitalized AFUDC. (footnote omited) (Order No. 298,
FERC Stats. & Regs. P 30,455 at 30,499).

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

WAL-2852921v1
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Washington, District of Columbia:

Alan C. Heintz, being first duly sworn, deposes and states that he is the affiant referred to
in the document entitled “Direct Testimony of Alan C. Heintz,” and that the statements set forth

therein are true and correct to the best of his knowledge, information and belief in this

i-/é/ Alan C. Heintz

proceeding,

Subscribed and sworn to before me, the undersigned notary public, this / 9 ’*hay of
August 2008.

My Commission Expires: June 14, 260%
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Maine Puablic Service Company

Maine Public Service
Company
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Rates, Terms and Conditions for
Open Access Transmission
Services

ER95-854-000

Kentucky Utilities Company

Kentucky Utilities Company

Rates, Terms and Conditions for
Open Access Transmission
Services

ER95-1686-000
ER96-496-000

Northeast Utilities Service
Company

Northeast Utilities Service
Company

Rates, Terms and Conditions for
Open Access Transmission
Services

ER96--58-000

Allegheny Power Services
Corporation

Allegheny Power Services 1995 & 1996

Corporation

Rates, Terms and Conditions for
Open Access Transmission
Services

FERC 0OAS6-138-000

Consolidated Edison Company
of New York, Inc.

Consolidated Edison
Company of New York, Inc.

Rates, Terms and Conditions for
Open Access Transmission
Services

ER96-1208-000

Intersiate Power Company

Interstate Power Company

Rates, Terms and Conditions for
Open Access Transmission
Services

British
Columbia
Utilities
Commission

6-18-03

British Columbia Hydro and
Power Authority

Bonneville Power
Administration

Rates, Terms and Conditions for
Open Access Transmission
Services




JURISDICTION

FERC

CASE OR

ER98-1438-000
EC98-24-000

Cincinnati Gas & Electric
Company, et al. (Midwest
Independent System Operator)

Midwest ISO Transmission
Owners

APPROXIMATE

1998 & 1999

Page 2 of 8

Rates, Terms and Conditions for
Midwest ISO Tariff

EC98-2770-000
ER98-2770-000
ER98-2786-000

American Electric Power
Company, Inc. and Central &
Southwest Corporation

Midwesl Independent
System Operator
Transmission Owners

Reasonableness of the conditions to
be placed on the merging parties

{llinois
Commerce
Commission

99-0117

Commonwealth Edison
Company

Commonwealth Edison
Company

Cost of service for Retail
Distribution Services Tariff

FERC

ER29-3110-000

Nevada Power Company

Nevada Power Company

Rates, Terms and Conditions for
Open Access Transmission
Services

ER99-4415-000

Hlinois Power Company

Illinois Power Company

Rates, Terms and Conditions for
Open Access Transmission
Services

ER99-4470-000

Commonwealth Edison
Company

Commonwealth Edison
Company

Rates, Terms and Conditions for
Open Access Transmission
Services

1.5, District
Court, FL,

92-35-CIV-ORIL.-
3A22

Florida Municipal Power
Agency vs. Florida Power and
Light Company

Florida Power and Light
Company

Rates, Terms and Conditions for
Network Service in an anti-trust
case

LS. Court of
Federal Claims,
DC

97-268C

Carolina Power & Light
Company vs. U,S. Department
of Energy

Carolina Power & Light
Company

Cost recovery of Decontamination
& Decommissioning Fund
Assessments




#  JURISDICTION

ER98-496-006
ER98-2160-004

San Diego Gas & Electric

APPROXI

Dynegy

Page 3 of 8

SUBJECT M

Rates for Must Run units

ER0G-980-000

Bangor Hydro Electric
Company

Bangor Hydro Electric
Company

Rates, Terms and Conditions for
Open Access Transmission
Services

Maine Public
Utilities
Commission

Bangor Hydro Electric
Company

Bangor Hydro Electric
Company

Rates, Terms and Conditions for
Open Access Transmission
Services

FERC

EL00-98-000, et al.

Dynegy Power Marketing, Inc,
et al.

Dynegy Power Marketing,
Inc.

Nexus between fuel and emissions
costs and the market prices in
California

THinois No. 01-0423
Commerce

Commnission

Commonwealth Edison
Company

Commonwealth Edison
Company

Direct, Rebuttal and Surrebuttal:
Cost of service for Retail
Distribution Services Taniff

FERC ER(1-2692

Commonwealth Edison
Company

Commonwealth Edison
Company

Rates, Terms and Conditions for
Open Access Transmission
Services

ER(1-123.004

Midwest ISO Transmission
Owners

Midwest ISO Transmission 2001
Owners

Super Region Adjustient for the
MISO/ARTO Super Region

ER{1-2999

Minois Power Company

Hiinois Power Company 2001

Rates, Terms and Conditions for
Open Access Transmission
Services

ER(G1-3142, et. al

Midwest ISO

Midwest ISO Transmission
Owners

Revised treatment of Network
Upgrades




ERO1-3142, et. al

Midwest 1SO

Midwest ISO Transmission
Owners

Page 4 of 8

BIECY FIER

Uncertainties that support a higher
ROE

ELO00-95-0435, et.al

San Diego Gas & Eleciric
Company v. Sellers of Energy
and Ancillary Service Into
Markets Operated by the
CALISO...

Dynegy, Mirant, Reliant and 2001 & 2002

Williams

Costing of emissions and start-up
Costs

EC02-23 & ERO2-
320

Trans-Elect, Inc., et. al

Trans-Elect, Inc. 2001 & 2002

Support of rates and ratemaking
methodology for new transmission
company

Sithe New Boston, LLC

Sithe New Boston, LLC 2001 & 2002

Cost of Service for Must Run Unit

RMO1-12

FERC Technical Conference

SeTrans 2002

Alocation of FTRs/CRRs

ELO2-111

Midwest ISO & PIM

Midwest 1SO Transmission 2002
Owners

Through and Out Rates

ER02-2595

Midwest ISO

Midwest ISO Transmission
Owners

Cost Allocation for FTR and
Market Administration

ER03-37

Sierra Pacific Resources

Sierra Pacific and Nevada
Power

Ancillary Service Rates

FERC

ER03-626

Empire District Electric Co.

Ermpire District Electric Co.

Cost of Service; Wholesale
Requirements Customers

EL-02-25-001, et. al

Intermountain, Holy Cross,
Yampa and Aquila

Public Service Co. of
Colorado

Fuel Adjustment Clause




ASE OR
JURISDICTION DOCKET NO,

ER03-939

UFNLITY/QRGAN

Exelon Framingham LLC, et al.

Exelon Framingham LLC, et
al.

APBROXIN

Page 5 of 8

Production Cost of Service

FERC ER(03-1187

MidWest Generation, LLC

Commonwealth Edison

Black Start Rates

FERC ER(3-1223

Montana Megawatts T, LLC, et
al.

Montana Megawatt

Production Formula Rates

ER(3-1335

Commonwealth Edison

Commonwealth Edison

Transmission Tariff Raies

ER03-1354

Black Hills Power Company, et
al.

Black Hills Power Company,
etal.

Joint transmission Tariff Rates

ER03-1328

Sierra Pacific Resources

Nevada Power

Transmission Tariff Rates

ELO2-111, et. Al

Midwest 1SO and PIM
Transmission Owners

Midwest ISO Transmission
Owners

Long-term Transmission Pricing
Plan

ER05-14

Sierra Pacific Resources

Sierra Pacific

Transmission Tariff Rates

ER05-26

Mirant Kendall, LLC

Mirant Kendall, LL.C

Reliability Must Run Agreement
and Rates

THinois No.04-0779
Commnerce

Cominission

NICOR Gas

NICOR Gas

Distribution Service Embedded
Cost of Service Study

FERC

Milford Power Company LLC

Milford Power Company
LLC

Reliability Must Run Agreement
and Rates
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g JURISDICTION

EL0O2-111, el. al

Midwest ISC and PIM
Transmission Owners

Midwest ISO Transmission
Owners

Seams Elimination

ELO0-95, et. al

SDG&E V. Sellers, ef al.

Portland General Electric
Company

California Refund Proceeding

FERC ERO5-447

Midwest 1ISO

Midwest ISO Transmission
Owners

Schedule 10 & 17 Recovery for
Grandfathered Agreements

ELG2-111, et.

Midwest ISO and PIM
Transmission Owners

Midwest ISO Transmission
Owners

Seams Ehmination

ER05-860

Whiting Clean Energy

Whiting Clean Energy

Cost Based Power Rates

ER05-903

Con. Ed. Energy Mass., Inc,

Con. Ed. Energy Mass., Inc.

Reliability Must Run Agreement
and Rates

ELO2-111, et. al

Midwest ISO and PJM
Transmission Owners

Midwest ISO Transmission
Owners

Seams Elimination

ER05-1050

AmerGen Energy Company,
LLC.

AmerGen Energy Company,
1..L.C.

Reactive power charges

Hiinois No.05-0597
Commerce
Commission

Commonwealth Edison Co.

Commonwealth Edison Co.

Distribution Service Embedded
Cost of Service Study

FERC ERO3-1179

Berkshire Power Company, LLC

Berkshire Power Company,
LLC

Reliability Must Run Agreement
and Rates




JURISDICTION

ER05-1243

Basin Electric Power
Cooperative

Basin Electric Power
Cooperative

Page 7 of 8

SUBIECT ] IR

Revised Transmission Cost of
Service

ER0>-1304 &
ER05-1305

Mystic 1, LLC and Mystic
Development, LLC

Mystic I, L1C and Mystic
Development, LL.C

Reliability Must Run Agreement
and Rates

ER05-273

Midwest ISC

Midwest ISO Transmission
Owners

Proper Pricing for Regional Non-
firm Redirects

ER05-515

PHI and BGE

PHI and BGE

Transmission Formula Rates

H1.05-19

Southwestern Public Service
Company

Southwestern Public Service
Company

Production rates and Fuel
Adjustment Clause,

ERO6-427

Mystic Development, L.I.C

Mystic Development, LLC 2006

Reliability Must Run Agreement
and Rates

FERC ER06-822

Fore River Development, LLC

Fore River Development,
LIc

Reliability Must Run Agreement
and Rates

ER06-819

Consolidated Edison Energy
Massachusetts, Inc

Consolidated Edison Energy
Massachusetts, Inc

Reliability Must Run Agreement
and Rates

ERO7-169

Ameren Energy Marketing
Company

Ameren Energy Marketing
Company

Ancillary service rates

ER06-1549

Duquesne Light Company

Duquesne Light Company 2006

Transmission Formula Rates

ER{O7-170

Ameren Energy, Inc.

Ameren Energy, Inc. 2006

Ancillary service rates

ER06-787

Idaho Power

Idaho Power 20006 & 2007

Transmission Formula Rates




FERC ERO7-562

Trans-Allegheny Interstate Line
Company

Trans-Allegheny Interstate
Line Company

2007

Page 8 of 8

Transmission Formula Rates

FERC ERO7-583

Commonwealth Edison

Commonwealth Edison

2007

Transmission Formula Rates

FERC ERO7-1171

Arizona Pablic Service Co.

Arizona Public Service Co.

2007

Transmission Formula Rates

Illinois No. 07-0566
Commerce
Commission

Commonwealth Edison Co.

Commonwealth Edison Co.,

2007

Distribution Service Embedded
Cost of Service Study

FERC ER(7-1371

Sierra Pacific Resources

Sierra Pacific Resources

Transmission Rates

FERC ER08-281

Oklahoma Gas & Electric

Cklahoma Gas & Electric

Transmission Formula Rates

FERC ERO8-313

Southwestern Public Service

Southwestern Public Service

Transmission Formula Rates

FERC EROB-386

Potomac-Appalachian
Transmission Highlineg, LLC

Potomac-Appalachian
Transmission Highline, LLC

Transmission Formula Rates

FERC ER08-374

Atlantic Path 15, LLC

Atlantic Path 15, LI.C

Transmisston Rates

Ilinoeis
Commerce
Commission

NICOR Gas

NICOR Gas

Distribution Service Embedded
Cost of Service Study

PSE&G ER08-1233

Transmission Formula Rates




Exhibit PHI-32

Revised Formula Rate - Illustrative Calculation

Atlantic City Electric Company



ATTACHMENT H-1A

Atlantic City Electric Company

Formula Rate - Appendix A

Hotes

FERC Farm 5 Page # or Instrustion | 2007

Shaded cells are inﬁut cells

Wages & Sulary Alocstlon Facter

1 Transmission Wages Expense p354.210 5 1792183
2 Totaf Wages Fexpense 354 280 H 2265 535
3 Less ARD VWages Expense 2354 27h 3 515,714
4 Total fhine 2 -3) 18,725,341
5 Wages & Salag Allogator (Ling trd) e 9.0848%

Plant Adiccation Factors

B Elaciric Plant in Sarvics p207.104g

7 Common Plant In Servlee - Elactric (Line 24}

3 Totai Fant 'n Service (Sum Lines G & 7}

e Acpumulated Sepreclaln:n (Tmai E:il-ec%nc Blant} pR10.239c

i3l P20D.24¢

11 Ascumulated Common Amoﬂizahcr Elechric PISE

12 Acrurmulated Corwnon Plant Depreciation - Elestric £385

13 Total Accumyiated Deprectation {Sum Lings B lo 12}

14 Net Plant {Line §4:33) TEG 1,316,136,150
15 Transmission Gross Plant (Line 23 - e 283k, . 593,178,702
16 Gross Plant Alscatoy i :'(L‘Bn_e 18/8} 30.4248%
7 Transmission Net Flant {Line 38 - Line 28] 405 485 B17
3B Ket Piant Aocator (Ll 7 L 30.3091%

Plant In Servies

19 Transmiszion Plant in Service H 543,807,329
20 For Reconciiation anly - remove New Transmisston Flant Additions for Cizrrent Calendar Year

H New Transrmission Plant Additions for Current Cajendar Year {weighted by months it service) 38475111
2z Tolzi Transmission Piant in Servica (g 830 21) 579,278,710
22 General & Intengible p205.5.9 & prO7.8%.g 3 153,024,376
24 Common Plant {Electric Only) 5 -
28 Tobg! General & Comman 183,024,376
28 Wage 8 Salary Affocation Factor £.08482%
27 General & Commaa Plant Allocatad to Transmission ine 257 26} 13,901,382
28 Plant Held fuor Future Use {including Land) 214 1,350,788
28 TGTAL Piant In Service (Line 22 + 37 + 38} 534,528 930

Accumulated Deprociation

30 T Accumulated D iation p2iB.25.0 3 187,035 042
31 Accumutated Generat Depreciation p2iR28c § 240,330,218
32 Accumilzied intangible Amortization {Line 10} 38,307 351
32 Acsumulated Common Amortization - Eteciric 0 {Line 1) o
k3 Cammon Plant Accumulated Depraciation (Slectric Onlgz {line 12) 0
38 Tosat Accumulated Depreciation {Sum Lings 31 0 34) 24,237 661
38 Wage & Salary Allocation Factor Line 5 508482%
37 General & Common Allocated to Transmission {Ling 35 ° 38) 7,652,842
38 TOTAL A p (Line 36 + 37] 187 688 885

fLine 3% - 38)

408,840,165

GGt No. 255

Attachment 1 85,865,983
pees.n G

52 i NetPuant Mocatitn Factor {Ling 13 20.81%
453 Agtumulated Deferrgd insqme Taxes A!lncaaed ToTransmnsswn {Line 4% ~ 42} + Ling 40 95,605,983
. Transpussion Rﬁ-lamd CWIP {Cufy] W Year 12 Monm wesgh!ed average balances) p215.43. a8 Bhown o Attachmant § L]
“Total ﬂaianca“f ansmusmn Relah@ i Aszount 242 Reserves Enler Negative Attackment 5 -1,617,849
Frepayioils
45 ngam s Atiachmert § 5,107,141
A48 Total Pnpayments Alfocated to Transmission {Ling 45) 5,191,141
Matesials and S
47 Undistributed” SWE:&EKD p227.8cd 6.0 1.031,368%
48 Vage & Salary Adocation Faclor (Ling 5} 3.06%
49 Total Transmission Alocated Line 47 * 48} 83,698
0 Transmission Matenals & Supplias 227 82 3 2,554,840
51 Totat Materials & Supphes Allocated o Transmission {Ling 48 + 50 2,688,338
Gash Working Capital
52 Operation & Mamntenance Expense {Line 85) *2,221.341
53 178t Rule x 118 12.5%
54 Total Cash Working Capitat Attosated to Transmission (Line B2 * 53] 1,527 568
Netwaork Credids
55 Dutstanding Network Cradits From P 3
58 tess Aczumulated Depreciation Associated with Faciliies with Quistanding Network Credits From PJi o
57 Net Outstanding Lredits (e 55 - 58] o
58 TOTAL Adiustment to Rate Base {Lme 43+ 433 + 44 + 48+ 51 + 54 - 57 87,816,766
59 Rate Base {Ling 39 + 58) 312,023,338




Transmission O&BM

63 Transméssion O8M pE21.1128 ) 3637 832
6% Less extfaordinary propecly loss Attachment 5 bl
B2 Flus amortized extracrdinary propenly loss Abtachment 5 1
B3 Less Account 588 321960 5 -
64 Prus Schedule 12 Charges biflec 1o Transmissicn Owner and booked to Account 565 PN Data a
65 Plus Transmission L ease Paymments Fit iy 5 .
BE TFransmission D&M (Lings B0 - B3 + 64 + 85} 8637622
Aliocated General 8 Common Expenses
&7 Common Flant Q&M p356 3 -
g8 Total ALG pa23g7E B 41,385 527
&4 Lezs Property insuransce Account 924 p323.185h B 383,57
70 Less Regulatory Comnsssion Exp Account 828 p323.18% B 2I7REN
T Less General Advertising Exp Account 33011 pi23.191b 5 43498
T2 Less DE Enviro & Low Income aad MO Universal Funds p33e 3 .
ke Less EPRL Dues p352-353 ] 33278
74 Ganerat & Common Expenses iLinas &7 + 6B} - Swm {69 10 73) o 38,156,672
s Wage 5 Salary Allocation Factor iLing 5) 5.0842%,
TE Ganeral & Common Expansas Alccated to Transmission {Line 74 * 75) - .3,456 466
Directly Assigned ARG
77 Regutatory Commission Exp Account 328 paRA18EL
7w Genersl Adverising Exp Aseount 930.1 p323.181b
78 Suktotal - Transmission Related tline V7 + 78)
B Property insurence Account 824 p3z3.188b
81 General Advertfising Exp Aceount B30G.1 paz3.191p
82 Total tLine B0 + 81) 380,579
83 Net Mant Altocation Factor (Line 1B} 30.81%,
a4 ARG Directly Assigned to Transmission fLne 2T 83 117,263
B5 Total Transmission D&M {Line 56 + 16«79 % B} .. 12,221,341

Depreciation & Amortization Expsnse

Depreciztion Expense

pa36TIAE

86 Fransrission Depreciation Expense 12,548,677
87 General Depreciation PI3E.TODEC 5.049.960
a8 |ntangible Amartization £336.1dke 227,705
ag Total {Ling 87 + B} 8277665
EH Wage & Salary Allocation Factor “{line sy 3 9.0548%
91 Genara! D iat to T 479,468
o2 Comman Depreciation - Electric Only 336110 G
83 Common Amortization - Electri Only 386 or p336.11d 0
04 Total - fLine 82 + 93] 0
95 Wage & Salary Aliocation Factar {Line 3) 9.0848%
86 Comsmen Depraciation - Electric Only Afocated te Transmission {Lina B4 = 95) )
97 Total Transmission Depreciation & Amortization {Line 86 + 91 + 36) 13,028,143

Taxes Other than income

48  Texes Other than income Altachment 2 1421943
89 Tota! Taxes Other than income {Line 98] 1,531,943

Reburn | Capitalization Calcutations

Lony Term Interest

gl tong Term Interest p117.62c through B7¢ 556412532
ki Less LTD interest on Seouritization Bonds Mute B Aftachment & 25324716
10 Long Tenm interest “iLina 100 - fine 101} 32,087 916
3 Preferred Dividends enter positive p118.23c 5 262.342
Commen Stock
104 Propristary Capitat pli2.tec 3 443 633 563
195 Lass Praferred Stock enter negative (Line 114) 6,214 500
106 i esg ACEDUnt 236 1 enter negative E12.42¢ g -
1a7 Commosy Sizick (Sum Lines 104 to 108} 477 421,053
Capitalization
108 “hona ] s Debt . pH12.176 through 21c 3 439,471 401
108 " Lpss Loss on Résgglineg Debt enler negative pl118ic H
s Gain on Reacauisd Debt enter posilive p113.8%.c 3 .
1268 ATIT associated Wil Gain or Loss enter negative Attachrment 1 331278
i esd LT o Securitization Bords Bite B enter negative Attachment 8 450,856,501
“Fatal Lany e Dobt R {Sum Lines Lines 108 o 112] 503,147 363

Prefirred Sioik
s Lommon Stack

pi12.3c
(Line 107}

i

LSRR
477421083

“Total. Capitafization {Sum Lings 113 10 115) BBE,782 918
M7 Totat Long Term Debt {Line 1137118} 50%
138 Preferred Stock {ling 154/ 118) 0%
134 Comman Stoek {Line 1157 118) 50%
20 Dabt Cast i Total Long Term Debt {Line 1027 113} 0.0838
121 Preferred Cost Preterred Stozk {Ling 1037 114} G.0423
122 Gommon Cost Common Stock Fixed el tcu]
123 VWeighted Cost of Debt Totai Long Term Debt (WCLTD) {Line 117129 L0319
124 Weighted Cost of Preferred Praterrad Stork {Line 118 * 121} C.0000
125 vigighted Cost of Common Common Stock fhing 118" 127} G0565
126 Total Returm (R} (Sum Lines 120 ko 125} 0.0884
127 investment Return = Rata Base * Rate of Retzm 28,197 578

{Line 53 * 128]




Compaosite income Taxes

128
129
130
13t
132

133
134
138
138

137

38

Income Tax Rates
FIT=Federal Iacome Tax Rate
SIT=State kcome Tax Rate or Compotite
D

T
THITY

IYC Adjustinent

{percent of fedaral income tax decuciible for state purposes)

Tet- 1B FTL - ST RT Tplb=

Per State Tax Code

39.00%
B 08%
206%

40.85%

68.05%

Amertized lovestment Tax Credit enies negative p265.81 % i
THET) {Line 132} 69.05%

Net Plant Aliocatier: Factor {Line 18} 30.5081%

TG Adj; Afl dio T {Ling 133711 + 1347139 -66,20%
Income Tax Compenent = CIT={T/4-T} ™ investment Retum * (1{WCLTHR)) = [Ling 122 * 127 * [4-(123 1 126})] 132,446,439
Line 136 + 137) 12,280,238

Totat Income Taxes

REVENLE REQUIREMENT i

Summary
139 Mgt Proparty, Plant & Equisment [Line 39} 496,543 05
140 Adjustment to Rate Base iLine 581 57 516,768
141 Rate Base [Line 53] 319,023,538
142 O&t (ling 83) L2
143 Deprecation & Amorization {Line 97) 3.028,143
144 Taxes Other than Ihcome {Line $2) 1,121,543
145 Investment Return {Line 127} 28,197,678
146 Incorne Taxes {lire 136) .. 12,380,238
47 Gross Revenue Requirement {Sum Lines 142 to:445) 66,949,244
Adjusiment to Remove Revenue Reguirerents Assotiated with Extluded Transmission Facilities
148 Transmigsion Plant in Service i i 19} 543,801,580
148 Excludad Transmission Faciiitios Atzachment 5 27 528 011
159 Incluced Transmission Facitties {Ling 148449} 516,275,538
154 inciusion Ratic tiine 1507 148) - 94,94%
452 Gross Revenue Reguitement cicdline 147 B, 949,244
8% Adjusted Gross Revenue Requirement e 1817 182) 63,560,424
Revenue Credits & Interast on Network Credits " :
wHa Revenue Credits Abtachimgt 3 2948558
155 Interest oo Network Credits PJM Dastar -
E 156 Nat Revenue Requirement H{Ling 153 - 154 + 155) 60,811 868
Net Piant Carrying Charge
157 Net Revenue Requirement (ting 158) 668,611,868
458 Net Transrnisshon Plant fLing 19 - 30} 363,765,556
158 Ne: Piant Carrying Charg (Line TH7 7 158} 16.6623%
16 Net Piant Carrying Charge without Depreciation (Line 157 - B3}/ 158 13.2127%
161 Net Plant Carrying Charge withaut Deprociation, Return, nor Income 15:% {tine 157 - 86 - 127 - 138}/ 158 2.5401%
Net Piant Sarrying Charge Calculation per 100 Basis Point increase in ROE
182 Net Revenue Regulrement Less Return ard Taxes (Line 156 - 145 - 148) 20,034,852
163 Increassd Return ang Tares Attachment 4 43,274,388
164 Net Revanue Reguirement par 190 Basis Point increase i RO&E {Line 182 + 183) £3,308,440
165 Net Transmission Plant {line 19 36) 383,765,558
166 Nat Plant Carmying Charge per 100 Basis Point mcreasu'm RDE - {Line 164 / 165} 17.4036%
167 Net Plant Carrying Gharge per 100 Basis Point increage in ROE without & {Line 163 - 86) / 185 13.8540%
168 Net Revenua Regusiremaent {Line 156} 60,611,868
169 Troe-up amoudt Attachment § 387,752
70 Slus any ingreased ROE salcuiatad on Aﬁammi?‘ aifiar than PIM Sah. 12 project; Alachment 7
7% Facility Credits under Section 30.9 of the P OATT ang Faciity Ceadits paid | £ Vinstand per seftfernent in ER05-545  {Note R) Atachment 5 450,800
72 Net Zonai Revenue Requirement : {Line 168 - 169+ 1749} 81,419,820
Network Zomsal Bervice Rate
73 i P Date 2,547
74 Rate (S#W»Ye:rj {Ling 172/ 173} 20,844
Natwork Serviue Rme (SlMW:’Year) {Line 174) 20,841

[375




Notes

o

mnmo o

O T

Electric portion eniy
Exclude Consiruskan Work in Progesss aad leases thal are sxpersed 25 OBM (78t than smorized]. New Transmission plant
that isexpecied lo be piaced In seniog in th curens salendar yesr waightsd by mumber of manths it is expected to be inservice. New Transmission planl expeciat
10 be plaser in service in the tumen? calendar year hat s nol insluted in the FIN Regionai Transmission Plar (RTEP) must be sagarately crigtiad on Atachmant §
For the ReconeiSaben, new ransmission glani hat was actuaily maced in se:vice weighisd by $he numbes of smpnths P was aciually i service
CHIP wil be linked to Aftacheeni B which shows detail suppert oy project linzentive ang sor-irsentive}
“Transmmission Pardon Oriy
Adl EFRI Annuat Memberhip Dues
Al Ragletory Sommission: Experges
Safety rotated advertsing included in Acoount B3C 1
Regatary Commession Expenses diectly refaled (o transmission satvice, AT0 filings, or trarsmissior. siing kemized in Farm € at 3515
The currently effactive income lax rate, whare FIT i the Federai insume lax rate; SIT & the Stale mcome Extale, and p =
“fhe percentags of feders income tax deductinis for state income saxes”. #the yiily includes taxes i more thar one stale, i must explais i
Altachment 5 Fe nama of sack stie and kow e hended or compasits 57 was deweloped. Furthermore, a usity that
elecied o use gmorlzadion of ax orediis 2gainst taxabie income. rather than hook fax cradits b Acsoun: Mo, 255 and redivce
rate base, musi reduce s income iax expense by tha ameun! of the Amorized fnvesiment Tax Credit (Forn 1, 26881
matiplied by ($1-T; A slity must aot inslude tax crediis as & esduction {C rate base end g2 an amorizais ageiosi lxelte income.
The ROE is 11.30%. which inclugias 52 bas peint RTG mambazskin adder as authorized oy FERC to bacome efesive o December 1. 2007
Sducation and odreach expenses refaling o transeission, fos sxampie siing or hidng
5 provided Sor in Sesiion 34,1 of e FIM DATT and the PAV estabiched biling deterrivants wik not be sevised ar updaled in e ancval rale reconsifations per setbement in ERIS-5315.
Amaunt of ran=mission plert exciuded fom ales par Ala &
Dutsfan Metwork Credits i the baianrs of Nshwark Faciitss Upgrades Oredits due Transmisgion Cusiomess wh have macs ump-sur: paymests
(ret af accurdaied deg i sowards the finn of Nedwork i Facilities consisten! with Paragraph 857 of Order 2053,
Inierest on e Network Credis o5 booked satk: vear is added 10 the severue requirement t make & Transmisisen Owner whafe orLine 155,
Transiission O8N

Faymanis made under Sehedute 12 of the PUM OATY thal ara no! directly assessed io load in 1he Zone wder Schedule 32 are indioded in
If they are bookad to Agef 365, thay are inciuded in on line 82

Securitization bonds may be ckaded in the capital stricture per satfement is ERO5-515

ACE capial structure is initially fixed af S0% common squity and 50% debt per settement in ER05-515 sublect to maraiorium provisions i the setiiemant.

Fer the seftiement in ERO5-515, the facikéy credits of F15,000 per month paid to Vinetaad will increase to $37,500 per menth {prorated for partiat months)
effsctive on the date FERC appraves the settremant in ERDS-515.




Atlantic City Electric Company

Attachment 1- Accumulated Deferred Income Taxes (ADIT) Werksheet

Only
Transmission Plant Labor Total
Related Related Related ADIT

ADIT- 282 0 (323,935,897} 0
ADIT-283 2 5,786,399 (22.136.007)
ADNT-190 Q 7.433.279 16.418,054
Subtotal k1] (30,738,219} [F1,716,852)
Wages & Salary Allocator $.0848%
Grass Piant Alfocater 30.4248%
ADIT [ 194,541.499) {1.064.464) [(95605.853)

Note: ADIT assoclaled with Gain or Loss on Reacquired Debt is included in Column A here and included in Cost of Debt or Appendix A, Line 111,
Amount (3312749

In filting out this attachment, a full and complete description of each item and justification for the allocation to Columns C-F and each separate ADIT tem will be bisted. Drss{ﬂjﬁf_ar sterms
with amounts exceeding $100,060 wil be listed separately. :

A B c D E F L 3

Total Only
Gas, Prod or Transmission

ADET-180 Other Related Refated Prant Labor Justifications

Under the Tax Ry of 1886, taxpayers were Tequired 10 account
“Hor bad debts using e Specific wite-off method. The reserve method
d for book purposes. The amount represents the adt-back of baok
- ffeussve. Relait related,

180{BAD DEBT RESERVE

ords accrual for post employment benefits. Tax deduction
is takég gt the tme a payment is made. Affects company personnel

i across all funclions.

@

0IFASE 112-ACCTING FOR POST REYIRE

f fees incurred and paid for regulatory issues ware deferred for
Bk purposes. For iax purpases, the fees were deductible in full as

190{L EGAL REGULATORY FEES - |paid. Retad related.

Far tax purpeses, LEAC { Levelized Energy Adjusiment Clayse)}
disafiowance costs were deductible as incurred. For book purposes. 2
- ireserve for the disallowance costs was recorded. Retad reiated.

180iLEAC HSALLOWANCE

Under the Tax Refarm Adt of 1986, taxpeyers were required te actount
for bad debls using the specific write-aoff methed. The reserve method
ts used for book purpeses. The amodnt represents the deduction for tax
- - ipurposes. Retal related

1S0RINCOLLECTIBLE ACCOUNTS

For sook purposes. the joan value position for Pedland Station was
writter: off as a loge. For tax purpeses. the loss was not deductible.
- ion related.

180 IFEBRUARY 98 SPECIAL RESERVES

adopted and the employees to be severed have been entified. For tax
purpeses, the costs are deductible when they are paid to the severeg
s individual.

19RIACCRUAL SEVERANCE

For book purposes, a deduction is taken for amounis set aside as &
reserve for possible health, injury, and damayges claims against ACE.
For tax purpeses. these amounts sre not deductile until paid out 2s
claims. Affects company personnel across all funclions.

180iCLAIME RESERVE

Plant Abandonmen! Amount represenis deferred tax asset resulting
frotn the disallowanges of plant costs associated with ACE's investment
in Unit No_ 1 of the Hope Creek Generation Station upen adoption of
EAS G0 in 1986, [The FASTD requires that a loss be recognized if
diszhtowance costs provide no refurn on nvestment of any portion of &

- |planti Generstor refated

PLANT ABANDONME

Refiects deferrad taxes ganeraled on Defmarva Power & Light
Company Atlantic City Eleciric Company merger costs deducted for tax
purposes. Eor books these costs were capitatized. Pension related and
3 {therefore tabor related

Retail related

Stores reiates o all functions

Generalion related

Generaltion related
370,894 10PEB. labor refated and relstes to alf funetions

iscellaneas temporary dfferences that are less than $100.000 for
- jeach #em. Related to alt functinas

190[MISCELLANEOQUS

Far book purposes, deferred compensation and deferred payments are
cxpensed when accrued. For tax purposes, they are not deductsd Lntl
7 |paig. Affscts company personnel across afl funclions

190|OFFICER' SAMANAGERS DEFERRED COMP

Amartization of book cosis on generation project study which was an

180HYDROGEN WATER CHEMISTRY WO - - fatd-back for tax purposes. Generation related

Far baoks, Demand Bide Management Costs are deferred.  For tax
these coSts are expensed when paid. These deferred taxes are the
- - - fresull of s book/tax difference which is retail in nature. Retall relateqg,

190{08M COSTS

Difference between actual fus! sxpense ag compared 1o the fugl
expanse compuled in acoordance with fuel adjustment clause formulas
as deferred or bocks. In accordsnue with Section 162 Ordinary and
Nacessary Business Expenses and Seation: 481 Rules for Taxable year
of Deduction, fuel costs are deduciibie in the year incurred far fedaral
tax purposes. Rate surcharges are inciugdible in the taxable year the
underlying monihly bil is adjusied. Refunds are deductitie in the taxahis
year that the labdity is fixed and economis pedformance has occurred
These deferred taxes are the result of (his book/tax difference

- {Generation Related.

190|BEFERRED FUEL

=




Atlantic City Electric Company

Attachment 1- Accumulated Deferred Income Vaxes {ADIT) Worksheet

180

ENVIRONMENTAL BITE EXPENSE

Thess deferred taxes are the result of a deduction taken for book
purposes to set aside a reserve for environmental site ciean-up
expenses. For fax no deduckien is permitted untd the “all svents” test is
met typically when economic performance has accurred. This bogk
reserve is primariy related o Deepwater and 8L England sites which
should not be in transmission service. Generalion Relateq

180

MARK TO MARKET § 475 ADJUSTMENT

Pursuant to IRC Sec 475, the company is Laking deduction to meark-to-
market its accounts receivable. For boaok purpases, the receivables
remained vaiusd at their original amaunts. Reflects unbilled revenuss
and sustarner accounts receivablas  Agples to all functions.

180

N EXCISE TAX

ross receipts and franchise tax catch up and go current payment. Fully
dedutted when paid on the tax retusn. Book amortized over 10 years
Retall related,

180

PEACH BOTTOM MASTER LEASE

Leased hargware i being tax Héiédiated. The portisn of the teass

180

DEFERRED PURCHASED POWER

d capitaized costs
tavable incoms

190

PENSION PAYMENT RESERVE

5.052.875

180

SECTION 46811H) - PREPAID INSURANCE

190

SECTION 461iH} - PREPAID OTHER

tes of warker compensation
rance. A tax deduckion is only allawed for actual
d to both T & D plant,

180

PLANT RELATED

[This deferrad tax balinte relates to plant and results from e and
method differences. Rejated to both T & D plant

190|Rectass 3.5811.947 Related to.cenerstion
180]199 AMT Plant refated
198|DE-REGULATED DEFFERRED Felated to generation and retail

180]

Subtotal - 9234

Less FASB 109 Above if not separately removed

196,

Less FASB 106 Above if not segarately removed

2485

FAS No. 126 requires accruat basis instead of cash basis accounting for
post retirement heaith care and iife insurance benefits for book
purposes. Amaunis gaid to participants or funded through the VEBA or
404k} accounts are cumently deductible for tax purposes. Attects
comgany perscnnel across all functions.

199)

Total

31,279

10,418,054

instructions for Account 196:

1

108,802,850 |

2: ADIT items related only to ¥r ission are directly igned & Cohann D

3. ADIT iems related to Plant and not in Columns C & B are included in Column £
4. ADIT items related to labor and notin Celumns C & b are inciuded §

5. Deferred income taxes arise whea itemns are inciuded i taxable igsg.:'éme in; differe;
6. Re: Form t-F filer: Sum of subtotals for Accounts 282 and Z83 shoutd tie te.fih

Gt

s

A p 113.57c

A 0 3 F G
: ._ ks Ga& Frad or fther  Only Transmission
ADIT-282 Total Related Related Plant Labor Justificatians
is deferred lax batance relates to aur piant and sesults from: dfe and method
28240 - Idifferences. Ceneralion related
5 deferred lax haignos retates (o aur piant and results from dle and mefod
2821Piant Reraled - iciffatences, Refated o both T & 0 olant
Subtotal- pal5 i i
Loss FASH108 Above if not:zinzralely removed
Loss FAZE 165 Above if not separaisly removed
R T TR0, 366 RECEREN FrRE] ~

fnstructions for Account Z52
5 ;
2. ADIT items related anly 1o Vi
3. ADIT tems refated to Plant and's
4. ADIT ifems related to labor and

5. Deferred income taxes arise when items 573 included in taxsble income in different periods than they are inciuded in rates, therefore if the ltem giviag rise to the ADIT is a0l included in the formula, the associated ADIT amount shalt be excluded.

ion are direcky 33kigned to Column D

oksmns © & & are inciuded in Colams E
mns & & D a2 included in Colpma F

5. Re: Form 1-F filer Sum of sublotals for Accounts 282 and 283 should Hie fo Form No. 1-F. p. 11357

A 8 c o E ¥ 5
Gas, Prod or Other  Only Transmission
ADIT-283 Tatal Related Related Plant Labor Jusiifications
Tax dedustion was faken far direct wiite o of receivazle fem Duponi groject. For book
ZHADUPONT RECERABLE & 458 - porposes, reserve was recorted. Generation refaled.

X

&%

3

SOARE OF DIRECTORS DEFERRED COMP

For tax purposes, payments for deferred compensation are decucled when paic. Aflecls
company persennel acress al functions




Atlantic City Electric Company

Attachment 1- Accumulated Deferred Income Taxes (ADIT} Worksheel

2BISEVERANCE PACKAGE

Fo lax purpasss, the severance costs arg deducthie when they are paid o the severes
individua, Far bock purgeses. the costs are experset when a formal ffan is ads
and the employees te be severed have been igentified. Affacts cormpany perscnnet
across all functions,

283 |1REGULATORY IS5UES

Costs incurred and paid @r regilatory issues ave deferred and amorsized for ook
ourposes. These costs weee lex deductibie in Ul es paid . Retal relaied

2B3AMORTIZATION (L FGAL}

Legal costs refated o Despwaler emergency faciity wers sxpensed on fe hooks is the
vear incurted. For tax purposes, these costs are o3 rnalure &nd are eroriized

il

- |over 8 30 yearnened. G ion retated.

2B3[LOSS DN REACT DERT

The tasl 0 bond redempticn is deductble currently for tax purmeses ang is amosszed
over the e of e new bond issue for book purpases.  Exciuded here since incluted in

263 1ASBESTON REMOVAL

- {resated

Lrgmoval ware tax dedustitie in !
ook purgoses. Generaion

25 paid . These cosls werg

283 [GEFERRED EXPEINSE CLEARING

Refledts the deferred taxed uctioss taken for actual

eCorded as an assetin

2831PROPERTY LOSS AMORTIZATION

Reflects the deferred &5 & result of the dax deductinns fker on varkius geseration
refatad shidies, such tic Generation Study, Hydregen Water Chevnistry, Baseling

283ISAVINGS & THRIFT GUARANTEE 405tk:

&

2BUACE REGULATORY RESTRUCTURING GHARGES

- |Conngiation and Nucisar Fusl Contract Gosts, Generasin refated

Labor related: tompiany perscrnel arross ail funcions,

Eosts incutred and paid for Costorer car enhancement pracram assopciated Wit de-
i are deferred and amaortized for book cumoses. Amertization of fese casis
Reigé related

28UGHTX Tasming! Agreemant for Afasic 0T’

2801 Resores for Future Stranded Cost Disallonances

For.book purposes, a fuss dus (6 Rilure dissliowance of stranded generayon assets was
# a teserve. FO7 tax purposes, the inss i nol dedkiclipie unlié the goneration
are disposed of. Relgi reialed

2g3[0UR-CL PROE B

Generalion reigted

2831 0LE-CL REM GO

Generalion relaed

2

8

13| Less FASE 108 Ahave f nol separately rermaved

FES 305 Plant related, relates to af funclions

28iMis De-Requlation

aziug Bems reialed lo derenulation

2831 Market 16 Market

Accounts Receivabie, Gther

deferred tex balsrce relates (o plant asd results o iife and method differerces.

7e3|Pian Relaied

293 et D Related {0 both T & D plant
Reflecis he deferred axes generaled 25 & resul of mvenue incused as taxabie
income. For ook purpeses this amoun: was deferred in FERT gocount 252004 Retai
283 |QEFERRED REVEMUE rafated
Siranged Costs At Generation: reiated
MISCELL RESERVE Generalion related, Eavironmental Reserve for Bt Froiand sile,
PENSION PAYMENT RESERVE Affects company perserngt across all funclions
SERP Affects company oersenae; across all funchions.
SECTION 481(4) Prepaid iﬁalated fo both T & O plant
NUG GUYCUT [Geremtion related
AMORT of GPEE IQPEB, iabor related and relales to afl funchions
HGS Ceferred Relaled - Retail Hela related
RISC DEFERRED DERITS tDeferrac Costs for Universal Service Fund, Reteil related
L Related o both T & T glant
ANA Helated i both T & O glant

2B3| Subtotal - o277 {Ferm 1-F filer, ssEniote 6. halow)

110,928,439

(21 304 2673

116,926,439

5. fle: Form 1-F filer: Sum af 5iiiaias for AccowntE 223 3nd 282 should lie to Form No. 1, p. 143.67.¢

ADITC-255
! Tern TBalance Amprization
T_%F‘iate Eage Traziment
A Balance laine 41 of Appendix A Total
3 Adtiortization




Atiantic City Electric Company

Attachment 2 - Taxes QOther Than Income Worksheet

Page 263 Allocated
Other Taxes Col {i} Allocaior Arount
Plant Related Gross Plant Allocator
1 Real property (State, Municipal or Local) 1,748,233

2 Personal property
3 City License -
4 State Excise B

Total Plant Refated 53'2,;_2_01

Labor Related ;Wages & S'éiary.gﬂocator '

5 Federal FICA & Unemployment
6 Unemployment

Total L.abor Refated 588,218

Other Included oss Plant Allocator

7 Miscellaneous

Total Other included 30.4248% 825

Total Included 4,121,843
Excluded
8 State Franchise tax
9 TEFA
10 Use & Sales Tax

[

240511

11 Total "Other” Taxes {included on pi263)  —iid 29,353,089

12 Total*Taxes Other Than Income Taxes” Facct 408.10 (p. 114.14) 29,353,089

inturred through ownership of plant including transmission plant will be alfocated based on the Gross Plant
Aliocator' IEthe taxes are100% recovered at retail they will not be included
Other taxes that are incufred through ownership of only general or intangible plant wilt be aliocated based on the Wages and Salary
“Allboator. If thetakes are 100% recavered at retail they will nat be included
axes that ér_'é_'assessed hased on lzbhor will be allocated based on the Wages and Salary Aflocator
D Other laxes except as provided for in A, 8 and C above, that are incurred and (1) are not fully recovered at retail or (2) are

directly erindirectly related to transmission service will be aflocated based on the Gross Plant Allocator; provided, however, that




Atlantic City Eleciric Company

Attachment 3 - Revenue Credit Workpaper

Account 454 - Rent frem Electric Property
1 Rent from Electric Property - Transmission Related (Note 3) 99,633
2 Total Rent Revenues {Sum Line 1) 98,833

Account 456 - Other Electric Revenues (Note 1)

3 Schedule 1A 3 934,098
4 Net revenues associated with Network integralion 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)
5 Poini to Point Service revenues for which the load is not included in the divisor received by Transmission Owner (Note 4} £91,230
6 PJM Transitional Revenue Neutrality (Note 1)
7 PJM Transitional Market Expansion (Note 1)
8 Professional Servicas (Note 3}
9 Revenues from Direclly Assigned Transmission Facliity Charges (Note 2)
10 Rent or Attachment Fees associated with Transmission Fadilities {Note 3)

11 Gross Revenue Credits {Sum Lines 2-10)
12 Less line 179
13 Totat Revenue Credits

Revenue Adjustment to determine Revenue Credit
14

Note 1: Al revenues related to transmission that are received as a transmission owner {i.e

not received as a L.SE). for which the cost of the service is recovered under this formula,

except as specifically pravided for elsewhere in this Attachment or elsewhers in the formula

will be included as a revenue cradit or included in the peak online 173 of Appemﬁ;x .

assochated with the Directly Assigned Transmission Facility Charges
Rates, the assaciated revenues are not included in the Rates.

track in separate subaccounts
{axcept for the cost of the

7a 106,263
b 43,397
17¢ 62,556
17d 5 31,428
17e
17t ; 31,428
17g Line 17 less line 17 (74,825)
8 Note 4 I the faciites setiated with the revenues are not included in the formula, the
ravenue is shown here hut b8t incleded in the lofal above and s explained in the Cost
Support; for example revenues associated with distdbution facilities. In addition, Revenues
from Schedute 12 are nol included In the total above o the extent they are crediied under
Schedule 12. 12,366,541
18 Amount offset in line 4 above 52.902.448
20 Total Account 454, 456 and 456.1 68,292,368

21 Note 4: SECA revenues booked n Account 447,



A

B

Atlantic City Electric Company

Attachmaent 4 - Calculation of 100 Basis Point Increase in ROE

Returs and Taxes with 100 Basis Point increase in ROE

100 Basis Point increase in ROE and Income Taxes

100 Basis Point increase in ROE

{Line 127 + Line 138}

43,274,388

1.00%

Return Cafculation

59

100
101
102

103

104
105
106
107

1068
109
110
A
112
113

114
15

116

147
118
148

120
121
122

123
124
125
126

127

128
129
130
131
132

13305

134
135
136

Rale Base

Long Term Interest
Long Term interest

Less LTS interest on Securitization Bi(Note P)

Long Term Interest

({Line 30 + 58}

p117.62¢ through 87¢ 20

Altachment 8

319,023,339

55,412,632
23,324,716

“{Ling 100 - line ‘s(]‘;)"-_:_'

37,087,976

Compuosite Income Taxes

Preferred Dividends enter positive p118.28c o 262,842
Common Stack e

Proprietary Capital pii2.16c 483,835,553

L.ess Preferred Stock enter negative {Line 114} 8,214,500

Less Account 216.1 enter negative BH2A2 g

Commaon Stock {Surii Lms 104 tc ’l[)ﬁ) 477,421,053

Capitalization L :

Long Term Debt TIpi2.17¢ through 210‘ 939,375,501

Less Lass on Reacquired Debt enter negative ; 14,401,084

Pius Gain on Reacquired Dabt enter positive i 0

Less ADIT associated with Gain or Loss enter negative Attachms 1% 331,278

Less LTD on Securitization Bonds enter negative Aftachment.8 -450,656,501

Total Long Term Debt ; (Sum Lines Lines 108 to 112} 503,147,363

Preferred Stock ‘pii2ac 5,214,500

Common Stock ? 477,421,053

Total Capitaiization (Sum Lines 113 to 115) 986,762,916

Debt % iMote O from Appendix &) -.Toiaé Long Term Debt (Line 113/ 116} 50%

Preferred % thiote G i ooendiy Preferred S%Oci( (Line 114/ 118} 0%

Common % inpte (3 from Appandiy {Line 115/ 118} 50%

Debt Cost . {Line 102/ 113} (0.0838

Praferred Cost ‘Preferred Stock {Line 103/ 114} 0.0423

Common Cost fhote nnendis Appendiy A % plus 100 Basis Pis 0.1230

Weighted CGost of Debt totalbong Term Debt IWCLTD)  {Line 117 > 128} 0.0319

Weighted Cost of Preferred Preferrad Stock {Line 118 121} 0.0000

Weighted Cost of Common . Sommon Stosk {Line 119~ 122} 0.0615

Total Return (R ) B {Sum Lines 123 to 125) 0.0934

investmant Return = Rate Base * Rate of Relum (Line 58 * 126) 29,792,695

Income Tax Rates

1tc Adiustmeni

FiT=Federal Ingome Tax Rate : 35.00%
SiTrState Income T ax Rate or Compogh 8.99%
3 income tax dedle ible for state purpeses Per State Tax Code 0.00%
STt L -SITY T -FITH (T -SITFIT " pl = 44.85%

68.05%

“amgrtized investmen: Tax Credtf enter negative p266.8f -127,106
{tine 132) 69.05%

Net Plant Allocation Eadior (Line 18) 33.8091%
FEC Adjistment Altocated to Transmission iMoie | from Appendix A} (Line 133 " {1 + 134)~ 135) 66,201
CiT=(T/1-T} * investment Return * {1-(WCLTD/R}} = 13,547,394

tncome Tax Component =

Total Income Taxes

13,481,693
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Atiantic City Electric Company

Adtachment 5a - Allocations of Costs to Affiliate

Exscutive Management

Security Services

Generat Services

Building Services

Real Estate

Gorporate Insurance Administration
Ciaims Administrafion

Regutaiery Affairs

Accounts Payable Services
Payroll Services

Asset Managament

Invastor Relations

Shareholder Services

Financial Repotiing
Sarbanes-Oxley Compliance
Investment Financial Managemsant
Other Financiat Services
Insurance Premiums & Claims
Cost of Benefits

Executive Compensation Services
Other Human Resources Services
Legal Services

Intermal Auit

Spedal Billing

Other Customer Care

Marketing Services

infarmatior: Technology

PHI Corparate Contibutions
Otner Corporate Communications
Environimenta! & Saflty

Oiher Delivery Services

Merchan! Funclions

Internat Consulting Services
inerns

Taotal

Delmarva
Power

§ 387279
416,563
889,582
796,591
112,508

159,132

2,861,981
736.154
58,707
223,421
153 484
234,159
712,178
175,033
(3,664)
3,396,341
2,378,715
1,502,934
855,618
4,466,181
3,608,767

625,882

1261774
812,983
221.889

8500
535,494
1,350,811
6,656,485
30,368
337,404
127,192

$ 39,896,282

Allantic
City

$ 3443180
264475
418,732
716,847
124.427

103,908

818,455
563,190

393,868
182,736
145,894
222,348
675,885
166,343

95,043
2, ,474,?6']’
1,717,904

840,074

670,858
2,538,786
2117528

782,785

1,208,238
658,754
124,608

7.832
367,693
876,559

5,459,739

218,025

$ 28222785

$

Pepco
8,984 356
548,568
516,946

1,133,759

237,547
726,081
3,914,587
638279
81.327
747,205
380,838
582,367
1.771,544
434,818
'3'3.3,931
5,182,482
3,865,036
2,046,611
1757813
4,954 306
5,402,306
1,017,973
1,020,514
1,222,388
1,484,080
60119
20,018
956,677
2,015,508

762,313

503,110
138,226

£0,481,475

Non - Regulated
3 5,112,851
157,803
344,185
906,968
60,58

116,854

67,670
217.888
19.264
224,2G7
215746
327,801
987,778
245,619
222,514
3,118,134
3,067,183
520,451
1,816,181
1,082,194
1,688,086

484 058

12,060
548,716

346,729

+,213,207

812

$ 23551737

Total
§ 21,223,883
1.487 508
2477425
3,534,165
297,850
620,441
726,081
8,762 673
2,155,511
208,987
1.377.65%
895,862
1,366,778
4,157,383
1,021,811
654,924
14,171.224
1,071,840
5,310.067
5,200,571
13,021,457
13,118,587
2.890,700
1,020.514
3.602,411
3,025,623
868,751
49,41G
2,408,508
4,589,808
19,078,537
1,243,575
1,058,538
288,330

§ 153,152,278
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Attantic Gity Electric Company

Attachment & - Estimate and Reconcifistion Worksheet
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Atlantic City Electric Company

Attachment 8 - Company Exhibit - Securitization Workpaper

Line #
Long Term Interest S
101 Less LTD Interest on Securitization Bonds 23,324,716

Capitalization
112 Less LTD on Securitization Bonds

Calculation of the above Securitization Adjustments

inputs from Atlantic City Electric Company 2007 FE|
Pages 256-257 "Long Term Debt (Account 221, 2
Line 31 "Note Payable to ACE Transition Fundigig
LTD Interest on Securitization Bonds in columr (i)
L.TD on Securitization Bonds in column




