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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Ohio

Edison Company, The Cleveland Electric

Company for Authority to Increase Rates
For Distribution Service, Modify Certain

Case No. 07-551-EL-AIR

Case No. 07-553-E1.-AAM
Case No. 07-554-EL-UNC

)
)
Nluminating Company, and The Toledo Edison ) Case No. (7-552-EL-ATA
)
)
)

Accounting Practices and for Tariff Approval

APPLICATION

Ohio Edison Company ("OE"), The Cleveland Electric Illuminating Company

("CEI") and The Toledo Edison Company ("TE"), (collectively, "Companies"), each of

which is an electric light company and a public utility as defined in Sections 4905.02 and

4905.03 of the Ohio Revised Code, respectively, hereby state:

L

I~

GENERAL BACKGROUND

The Companies are each an Qhio corporation in the business of supplying electric
distribution services to their respective customers, the total number of which are
approximately 1 million, 0.8 million, and 0.3 million for OE, CEI, and TE,
respectively.

This Application is made pursuant to R.C. 4909.18 and related sections of the Ohio
Revised Code for authority to make changes and increases in electric distribution
rates applicable to customers within the Companies’ respective service territories
and to make modifications to the Companies’ tariffs and accounting practices.

The Companies currently provide retail distribution services to incorporated

communities and unincorporated areas within the Companies’ respective service



I,

territaries that are comprised of all or part of the counties set forth on Attachment
No. 1 of this Application.

In 1ts May 30, 2007 Entry in the above case numbers, the Public Utilities
Commission of Ohio (“Commission”) approved the proposed test year period as the

12 months ending February 29, 2008 and a date certain of May 31, 2007.

FINANCTAL IMPACTS

OE's current rates, authorized by the Commission in Case No. §9-1001-EL-AIR, et
seq., and further approved in Case No. 99-1212-EL-ETP, et seq., are based on a
date certain of June 30, 1989, and on an accounting test year for the twelve months
ended December 31, 1989, Current rates for CEl and TE were authorized by the
Commission in Case Nos. 95-300-EL-AIR, and 95-299-EL-AIR, respectively, and
further approved in Case No. 99-1212-EL-ETP, et seq., and are based on a date
certain of March 31, 1995, and on an accounting test year for the twelve months
ended December 31, 1995. Since the Companies' respective test years and dates
certain, the Companies’ operating costs and the property used and useful in the
rendition of electric distribution service to customers affected by this Application
have increased significantly. Moreover, pursuant to the Commission's Orders in
Case Nos. 99-1212-EL-ETP ef seq., 01-2708-EL-COI, et seq., 05-1125-EL-ATA, et
seq., and 05-704-EL-ATA, the Companies have been deferring certain costs that are
included for recovery in this proceeding. The Companies’ current rates are
insufficient to yield reasonable compensation for the distribution service rendered

by the Companies and do not provide the Companies a fair return on their



respective property used and useful in rendering electric distribution services. They
are, therefore, unjust and unreasonable.

Based on projected sales, current rates generate distribution related revenues of
approximately $516 million for OE; $446 million for CEL and $157 million for TE.
Based on current data, the Companies are currently earning a rate of return of
2.26% for OFE; 3.61% for CEI;, and 0.04% for TE on the distribution related
business. These returns are below the rates of return which are commensurate with
returns on investments in other enterprises having corresponding risks or which are
sufficient to assure confidence in the financial integrity of the Companies, so as to
maintain their credit and to attract capital.

This Application is being filed so as to generate sufficient revenues for the
Companies to pay their respective distribution-related operating expenses, service
their respective outstanding debt balances, and earn adequate returns on their
property used and useful in providing electric distribution service to their respective
customers. OE, CEI and TE are proposing overall rates of return of 9.06%, 9.15%
and 8.95%, respectively, and annual distribution revenue increases of § 162 million
for OE, $ 107 million for CEI and $ 71 million for TE.

Pursuant to the Commission’s ruling in Case No. 05-1125-EL-ATA et seq.,
commencing on January 1, 2009, the regulatory transition charge (“RTC”) for OE
and TE will no longer be included in rates, a fact that is reflected in the Companies’
proposed tariffs. Pursuant to the same order, the RTC for CEI will continue until
December 31, 2010, but will be reduced by approximately 30% in or around May
2009, depending on the level of actual kWh sales. This reduction occurs at the

same time the new distribution rates go into effect. Upon such elimination or
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10.

reduction of RTC, as described above, annual revenues received from customers
will decrease by approximately $262 million for OE; $192 million, for TE; and
$140 million for CEL. These RTC decreases will offset all or a portion of the

proposed distribution revenue increases described above.

RATE SCHEDULES AND RATE DESIGN

The Companies each propose through this Application to change their respective
Current Rate Schedules (included in Schedule E-2) to the Proposed Rate Schedules
(included in Schedule E-1) -- the Current Rate Schedules being ithose in effect as of
the date of this Application and the Proposed Rate Schedules being those that will
be placed into effect on January 1, 2009 for OE and TE and in or about May 2009
for CEI if the Application is approved as submitted. The E-1 and E-2 schedules are
included in Volume 2 as part of this filing.

The Companies each propose through this Application to eliminate their current rate
schedules and replace them with rate schedules available 1o customers based upon
their service voltage. Accordingly, many of the Current Rate Schedules for each of
the Companies are being eliminated, with customers currently taking service under
these schedules being transferred to one of the newly created Proposed Rate
Schedules. A comparison between the Current Rate Schedules under which
customers are now taking service and those Proposed Rate Schedules under which
customers will take service in the future is set forth on Attachment No. 2 to this
Application. Explanations for the changes to the current raie schedules can be

found in the E-3 Schedules inciluded in Volume 2 of this filing.



11. In addition to the elimination of many of the Current Rate Schedules, and the
creation of the Proposed Rate Schedules addressed in Paragraph 10 above, the
Companies are also proposing the following new riders:

¢ Residential Distribution Credit ("RDC") Rider, which provides a reduction to
distribution charges for certain electric loads as identified in each of the Companies’
RDC Riders so as to mitigate rate impacts through gradualism.

+ DBusiness Distribution Credit (“BDC”) Rider, which provides a reduction to

distribution charges for certain electric loads as identified in each of the Companies’
BDC Riders so as to mitigate rate impacts through gradualism.

e Demand Side Management ("DSM™) Rider, which creates a mechanism through
which certain DSM costs are o be recovered and reconciled semi-annually as
approved in Case No. 05-1125-EL-ATA et seq. The details of this rider are set forth
in each of the Companies' DSM Riders.

12.  For the reasons set forth in the E-3 Schedules, included in Volume 2 as part of this
filing, the Companies are also proposing certain modifications to their respective
Electric Service Regulations and the following riders currently in effect:

e State kWh Tax Rider, which modifies and renames each Company’s current State and
Local Tax Rider and eliminates charges for municipal taxes, which are proposed to
be included in base rates.

e Toledo Edison Economic Development Rider (Rider 4a), which is meodified to

disallow any new customers to take service under this Rider after December 31,
2008.

IV.  ACCOUNTING TREATMENT
13, In addition to the rate relief described above, the Companies also ask the
Commission to authorize the following accounting treatment:

*  Depreciation: The Companies performed depreciation studies, which are more fully
described in supporting testimony (Co. Exh. 5) and included in Volume 4B of this
filing. Pursoant to these studies, certain modifications to depreciation accrual rates
are warranted. Based upon the results of the depreciation studies and the
explanations set forth in the supporting testimony, the Companies request that the
depreciation rates proposed in this proceeding be approved by the Commission.



14.

15.

16.

Deferral of Storm Related Costs: The Companies request permission to defer storm
restoration and repair costs in excess of those included in base rates that are
incurred as a result of storms that damage the Companies’ distribution facilities.
Conversely, in the event that actual storm costs in any calendar year are less than
the annual costs included in base rates, the Companies would reduce the costs
recoverable from customers in future years. (Given the inability to predict or control
the weather and the level of damage produced by storm, coupled with desire of
customers, regulators, and the Companies to quickly and safely restore service, the
granting of this request is reasonable and allows for the deferral for later recovery
(or credit) of actual storm restoration and repair costs incurred by the Companies.
A separate account will be established for this deferral so that the costs recorded
may be appropriately reviewed.

PROCEDURAL COMPLIANCE
On May 8, 2007, the Companies, pursuant to R.C. 4909.43(B) and consistent with
the Standard Filing Requirements set forth in Chapter 4907-1 of the Ohio
Administrative Code, served upon the Commission and the mayor and legislative
authority of each municipality affected by this Application, their Notice of Intent to
file this case ("Notice"). A list of the individuals to whom such Notice was sent is
included in the Notice under Tab 2 for each of the Companies, which was docketed
in this proceeding.
At the time of the filing of this Application, no municipal corporation has in effect
any ordinance or franchise that does, or will, regulate the rates or charges to any
customer affected by this Application.
As required by R.C. 4909.18 and the Standard Filing Requirements set forth in
Chapter 4901-7 of the Ohio Administrative Code, the Companies are also attaching
the following information in Volumes 1 through 5 as part of this filing:

Volume 1:  Schedules A, B, C, D, F, I, and Schedules S-1, 5-2 and S-3

Volume 2:  E Schedules, excluding Schedule E-3.2

Volume 3:  Schedule E-3.2 (Cost of Service Study)



17.

18.

19.

1.

Volume 4A:  Direct Testimony of Company Witnesses,
excluding Paulette R. Chatman (Co. Exh. 5)

Volume 4B: Direct Testimony of Paulette R. Chatman with depreciation studies
Volume 5:  Schedules S-4.1 and 5-4.2
Pursuant to the Commission’s granting of the Companies’ request for waivers on
May 30, 2007 Entry, certain Standard Filing Requirements (“SFR”) information
described in said Entry is not included with this filing. Further, the Companies
have not included certain information related to plant in service and depreciation
reserves as required by Appendix A, Chapter II, Supplemental Information (C)(21),
and Appendix A, Chapter II, Section B (C)(4) of the SFRs pending Commission
reconsideration of the Companies’” request for waiver of these requirements. The
Companies will supplement this filing as appropriate after the Commission rules on
such reconsideration request.
Concurrent with this filing, the Companies are also submitting direct testimony in
support of the Application, which is included in Volumes 4A and 4B included with
this filing.
Concurrent with this filing, the Companies delivered four copies of the information
required by Section 4901-7-01, Appendix A, Chapter II{C) of the Ohio
Administrative Code to the Commission’s utilities department, office of the rate

Case Mmanager.

WHEREFORE, the Companies pray that the Commission:

Find that the rates and charges currently collected by the Companies for the
distribution services provided under the Current Rate Schedules included on

Schedule E-2 are insufficient to provide them with reasonable compensation for



such services rendered by each of the Companies and are, therefore, unjust and
unreasonablc;

2. Find that the rates, charges and other provisions of the Proposed Rate Schedules
included in Schedule E-1 are just and reasonable and approve the same;

3. Find that the requested accounting treatment related to depreciation rates and storm
damage costs is reasonable and approve the same;

4. Order the Companies to file the Proposed Rate Schedules included in Schedule E-1,
superseding the Current Rate Schedules, and becoming effective on January 1, 2009
for OE and TE, and upon the reduction of CEI's regulatory transition charge as
authorized in Case No. 05-1125-EL-ATA et seq. which based on current kWh sales
projections, is expected to be in May, 2009.

Respectfully submitted,
OHIO EDisoN COMPANY
THE CLEVELAND ELECTRIC

[LLUMINATING COMPANY
THE TOLEDOQ EDISON COMPANY

e

Jameés M. Murray
Executive Vice President

"Dt A W WL L

“David. W. Whitehead,
Corporate Secretary

Counsel of Record
FirstEnergy Services Company
76 South Main Street

Akron, OH 44308

(T) 330-384-4573

(F) 330-384-3875

felds @ firstenergycorp.com
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STATE OF OHIO )
) ss.
SUMMIT COUNTY )

Personally appeared before me James M. Murray and David W. Whitehead, who, being
first duly sworn, depose and say that each is the Executive Vice President and Corporate
Secretary, respectively, of Ohio Edison Company, The Cleveland Electric Hluminating
Company, and The Toledo Edison Company, and that the statements contained in the
foregoing Application are true as they verily believe. '

Sworn to before me and subsctibed in my presence this 6" day of June, 2007.

4 - .'.' - :::::“_
4{_&@_4“. Lot g i S
Kdthleen Anne Grant T SrE

Notary Public, State of Ohio .+, - s

Resident of Summit County -~ -
My Commission Expires November 8, 2009



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Application was served on the following

parties of record by first class, U.S. mail, postage prepaid, this 7* day of June, 2007:

Samuel C. Randazzo, Esquire
McNees Wallace & Nurick LLC
21 East State Street, 17" Floor
Columbus, OH 43215

David F. Boehm, Esquire
Boehm, Kurtz & Lowry
Suite 1510

36 East Seventh Street
Cincinnati, OH 45202

Michael L.. Kurtz, Esquire
Boehm, Kurtz & Lowry
Suite 1510

36 East Seventh Street
Cincinnati, OH 45202

Teffrey L. Small, Esquire

Office of the Ohio Consumers’ Counsel
Suite 1800

10 West Broad Street

Columbus, OH 43215-3485

10



. Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA

Case No. 07-553-EL-AAM

Case No. 07-554-EL-UNC

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

IN THE MATTER OF THE APPLICATION

OHIO EDISON COMPANY
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
THE TOLEDO EDISON COMPANY

FOR AUTHORITY TO INCREASE RATES FOR DISTRIBUTION |
SERVICE, MODIFY CERTAIN ACCOUNTING PRACTICES AND
FOR TARIFF APPROVAL

THE CLEVELAND ELECTRIC
ILLUMINATING COMPANY
YOLUME 1

Standard Filing Requirements

Schedules A, B, C, D, F, L, and
S-1,8-2.1,82.2,8-2.3,8-3

12 Months Ending February 29, 2008 Test Year

. Original Filing Dated June 7, 2007



Section A

Revenue Requirements
The Cleveland Electric ITluminating Company

Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-354-EL-UNC

Test Year: Twelve Months Ended February 29, 2008
Date Certain: May 31, 2007

Overall financial summary

Calculation of mirrored CWIP revenue sur-credit rider
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B-2

B-2.1
B-2.2
B-2.3
B-24
B-2.5

B-3.1
B-3.2
B-33
B-3.4
B-4
B-4.1
B-4.2
B-5
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Section B

Raie Base
{Large Utilities)

The Cleveland Electric [luminating Company

Case No. 07-551-EL-AIR

Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

Jurisdictional rate base summary

Plant in service summary by major property groupings (electric & gas)
Plant in service by accounts and subaccounts

Adjustments to plant in service

Gross additions, retirements and transfers

Lease property

Property excluded from rate base

Reserve for accumulated depreciation (electric and gas)
Adjustments to the reserve for accumulated depreciation
Depreciation accrual rates and jurisdictional reserve balances by accounts
Depreciation reserve, accruals, retirements, and transfers
Depreciation reserve and expense for lease property
Construction work in progress

Construction work in progress — per cent complete (time)
Construction work in progress — per cent complete (dollars)
Allowance for working capital

Miscellaneous working capital items

Other rate base items summary

Adjustments to other rates base items

Contributions in aid of construction by accounts and subaccounts
Jurisdictional allocation factors

Jurisdictional allocation statistics

Explanation of changes in allocation procedures

Generation data (electric)

Generation reserve margin (electric)

Reserve capacity discussion

Mirrored CWIP allowances
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C-1
C-2
C-2.1
C-3

C-3.1-C-3.19
C-4

C-4.1

C-5

C-6

C-7

C-8
C-9
C-9.1

C-10

C-11.1
C-11.2
C-12.1

C-12.2
C-123
C-124
C-13

Section C

Operating Income
(Large Utihties)

The Cleveland Electric Illuminating Company

Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

Jurisdictional proforma income statement

Adjusted test year operating income - electric utilities

Operating revenues and expenses by accounts — jurisdictional allocation
Sumnmary of jurisdictional adjustments to test year operaling income —
electric utilities

Detailed adjustments

Adjusted jurisdictional federal income taxes

Development of jurisdictional federal income taxes before adjustments
Social and service club dues

Charitable contributions

Customer service and information, sales, and general advertising
expense (electric and gas)

Rate case expense

Operation and maintenance payroll costs

Total company payroll analysis by employee classification/payroll
distribution

Computation of the gross revenue conversion factor

Comparative balance sheet for the most recent five calendar years
Comparative income statement for the most recent five calendar years
Revenue statistics - total company (electric, gas and waterworks
utilities)

Revenue statistics — jurisdictional (electric, gas and waterworks utilities)
Sales statistics — total company (electric, gas and waterworks utilities)
Sales statistics — jurisdictional {(electric, gas and waterworks utilities)
Analysis of reserve for uncollectible accounts
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The Cleveland Electric Munmating Campary

Case Ne. 0T - 551 - EL - AIR

Adpusted Jurisdictional Incorme Taxes
For the Twelve Months Ended February 29, 2003

Vol. 1, p. 134

Data; ¢ Months Aclual & 12 Monihs Estimeted Schedule C<d
Typs of Filing: X Original ___ Updated ___ Revised Pags1al5
Work Papers Refzrence No. (s).:  Schedule C-4.1 & WPC-4a-f Witness Responsible:
G. Yaung
At Currgnt Rates Al Proposed Rates
Schedule G-3 Praforma
Line Unadjusted Adjusiments Adjusted ' Adjustments Proforma
No. Description ) @ @ {4) 5)
1 Qperating Income Before [noome Tax 207,690 475 (163,447,356} 44,243,119 108,871,222 150,114,340
2 Recanciling ltems:
3 Interest Expense (51,363,927} {51,388,027) (51,383,927)
4 Tax Accelerated Deprecietion (65.625.595) (8,680,393) {74,305,589) (74,305.985)
5 Book Depreciation 65,509,241 2,619.413 68,128,654 58,128,654
6 Excess of Tax Over Book Depr. {116,3585) (6.060.980) (6,177,335) {6.177,338)
7 Qther Reconciling Items
{Specify & List):
8 Above Markel Leases - - -
9 Accretion Expense - - -
10 Accrued Yasation 289,783 209783 299,793
11 AFUDC - Deductions - - -
12 All Other Amartizations A/C 407.3 {ind FAS 108} : - -
13 Bad Debts - Pravision - - -
14 BM Lease Paymenl - - -
15 Contribulion in Aid & Customer Advances 10,517,541 10,547,541 10,517,541
18 Cost of Ramovay {8,025,622) 8.025,622) 18,025,622}
17 CTC Regulalory Asset Amoriization - - -
18 Decommissioning Trust income - - .
1% Defarred Compensation . . R
20 Deferred Gain on Salke - - -
21 Demand Side Management 85.979) 1,590,807 1,504,628 1.504.628
22 DOE & Decantamination - - -
23 Dumpsite Cleanup - - -
24 EDCP Interest - - -
25 Energy Managesnent Pragram . - -
26 ESOP Gompensation Expense (3,143 666) {3,143,668) {3,143.656)
27 Expense Actruals - FAS 112 - - -
23 FAS 108 Post Retwemenl Benefits 262 K49 252,599 2562 599
29 FASE 109 Adjustment {Netted} 1.558.022 3831022 5,189,044 6,189,044
a0 GainfLoss - Eavly Redemption of Dabt 68,476 89,476 69,476
N Incentive: Gompensation 673,173 873,173 - 673173
32 Injuries & Damages - - -
33 Like Kind Exchange - Scrap Sale {150,000} (150,000} (150,000}
34 MAGRS/AGRS Relired Properly (2.T47 €74) (2,747, 674) (2,747,674}
35 MISC Transm Dederral - R -
16 Municipal Distribution Tax Deferral (435,368) (436,358) {436,358)
a7 Chio Line Exl Deferred Cap Cosis - 1,882,562 1,882,562 1,882,682
8 Pensiens 2,232879 2,232,879 2232879
2 Post Rel Ben Gapitalized - - -
40 Puost Rel. Deferral 1,483 450 1,483,450 1,483,450
41 Post Ret Benefit Payment - - .
42 RCP - Fuel Defarral (47,280.668) 53,076,607 6,797,709 5,767,708
43 RCP - OM Delerral {65,357 525) 73,146,975 7,789,450 7,789,450
44 Restricted Stock Units 65,661 85,661 65,661
45 SN Expenses - Bruce Mansheld - - -
46 Shopping Credil Ingentive Deferral - - _
47 Stock Oplion Grants 2,082 2,982 2,982
48 Tax irterest Capitalizec 2,635,162 2,635,152 2,836,152
49 Tax Law Changes SB 3 Deferal {724,823) 2,538,93¢% 1,814,416 1,814,118
50 Maal Allowance (Permaneant) 316,436 316438 6,436
51 Madicare Presc, Diug Subsidy (Permanent) * (396.659) {396 659) {396.660)
52 Manufacturing Deduclion {Permanent) - - -
53 Legislative Activties (Permanent) 114,208 114,269 114,269
54 Total Other Reconcing Items {108,127.871) 135,868,802 27,740,931 - 27,740,931
55 Tolal Reconciling llems 164,628,154 126,807,822 (29,820 332) - (29,620,332}
56 Taxable Income 48,062,321 (33.639,534) 14,422 787 105,871,222 20,264,000
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The Clavedand Electric Euminating Company
Casa Ma. 07 - 551 - EL. - AIR
Adjusted Jusdictional Income Taxes
For the Twelve Months Ended Fetwuary 29, 2008

Data: 0 Months Actual & 12 Months Eslimaled Scheduie G4

Type of Filing: X Onginal __ Updated _ _ Revised Paga 2 of §

Work Papers Refercnece Moo (8).: Schedule C-4.1 & WBEC-4a-f Witness Responsible;

G. Young

At Cument Rates At Proposed Retes
Schedule C-3 Frolorma

Line Unadjusied Adjustmenls Adjusted Adjustments Proforma

MNa. Description [W}] 2 {3 ) 5)

Operating Incame Betore FALT.

1 and State & Local lncome Tax 207,680,475 {183,447,356) 44,243,119 105,671,222 150,114,340
2 Reaconciling items: (159,628,154) 123,807 B22 (29,820,332) - (29,820,337}
Federal Taxable Income before Siate

3 & Local Income Tax to page 3 48.062.321 {33.639.634) 14,422 787 105,871,222 120.294.008

4 Ohia State Taxablg Incoms 48,062,321 {23,638,524) 14,422 787 105,871,222 120,294,008

5 Tolal Chio Gurent Income Tax Expense 3.04226% {1.462,181) 1,223,960 1.6517% (228,221} (1,748,675} (1,986,856)

8 Municipal Taxable Income 48,062,321 {33,620,534) 14,422,787 105,871,222 120,294,008

7 Curvent Municipal income Tax 1.141% {548,391} 383,827 (164,564) {1,2407.991) !1,3?2.55‘6!

B PA Taxable Income - - - - -

9 Current PA Slate income Tax - - - - -
. 10 Total State and Loc¢al ncore Tax Expensa (2,010,572} 1.807.787 {402,785) {2.056,666) (3,359.451)
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The Cleveland Electric lluminafing Gompany
Case Ne, 07 -551-EL - AIR
Adjusted Jurisdictional ingome Taxes
For the Tweive Monihs Ended February 29, 2008

Data: 0 Months Actual & 12 Months Estimated Schedule C-4
Type of Filing: X Criginal _ Updated __ Revised Fa_ga 3ofb
woyy papers Referapnce Mo.({sl.: 8&chedule C-4.1 & WeC-4a-€ Wilness Responsile;
G. Young
At Current Rales At Proposed Rates
Schedule C-3 Protorme
Line Unadjusted Adiusmments Adjusted Adjustments Proforma
Ne. Description 1) (2} 3 “) 5)

Federal Taxable Income belore State

1 & Logal Income Tax dedustions 48,062,321 (33,639,534} ' 14,422,787 106,871,222 121,294 008

2 State and Local Income Tax Deguchible 2,010,572} 1.607,787 {402,785} (2,956,666 3,358,451

3 Federal Taxsble Income 48,051,749 [32,031,747) 14,020,004 102,914,556 116,934,558

4 Federal Income Tax Liability @ 35% (16,118,112} 11,211,412 (4,907,001} (36.020,095) (40,927 095)
) Federal Income Taxes - Current {16,118,412) 11,211,112 (4,907,001} _ (36,020,095) {40,027,095)
& Deferred Income Taxes:

T Tax Accelerated Depreciation A% (22.684 459) (2,98727%) {25,571,718) {25.571,738)
8 Baok Depreclation 34.4141% 20,544 418 901,447 23443963 #3,445 863

9 Excess of Tax Over Book Depr. {40,043) {2.085,831) (2,125,874) {2,125,674)

10 Other Deterred (ncoma Tax

1 Abave Mzrket Leases 34 4141% - " -
12 Accrelion Expense - - -

13 Accrued Vacaiion : 103,168 103,188 103,168
14 AFUDCG - Deductions - - -

15 All Other Amartizations A/C 4073 {Incl FAS 109) - - -

16 Bad Debts - Provision - - -
17 BM Lease Payment - - -

18 Contribulion in Aid & Customer Advances 3819517 3.618.517 3.619,517
18 Cost of Remoaval (2,761,048} {2,761,944) (2,761,946}
20 CTC Reguiatory Asselt Amoctization - N - )

21 Decommissioning Trust Income - - -
22 Delsrrad Gompansation - - -
23 Delerted Gain on Sale - - . -

2 Demand Side Management (29.589) 547,393 517,804 517,804
25 DOE & Deconiaminalion - - -
26 Dumpsite Cleanup - - -
27 EDCA interest - " - -

28 Energy Management Program - - -
29 ESOR Compensation Expensge (1.081.864) (1,081,884) (1.081,864)
30 Expense Accruals - FAS 112 - - N

R FAS 108 Post Ratiremant Benefits 86,930 86.930 86,830
3z FASB 108 Adjustment {Nelted) 538,179 1,249,534 1,785,763 1,785,763
33 GainiLoss - Early Redemption of Debt 23910 23910 23.210
34 Incentive Compansation 231,667 231687 231,867
35 Injuries & Damages - - -
36 Like Kind Exchange - Sorap Sale (51.621) . (51.621) {51,621)
K14 MACRS/ACRS Retired Property (846,58T) {945,56T) (845,587
3 MISC Transm Defarral - - -
a9 Munigipal Distribution Tax Deferral (150,168) (150,169 (150.169)
40 Ohio Line Ext Deferred Gap Gosls - 647,867 6AT.B67 B47. 867
# Pensions 768,425 768,425 760,425
42 Post Ret Ben Capitalized - - -
13 Post Ret, Deferral 510,516 510,516 610,516
a4 Post Ret Benefit Payment - - N

45 RCP - Fuel Defarral (16,274,328} 18,266,556 1,995,229 1,885,229
46 RCP - OM Deferrat (22.492,204) 26,172,873 2,680,669 2,680 €69
47 Regslricted Stock Units 22 597 22,597 22,587
48 S/L Expanses - Bruce Mansflgld - - -
49 Shepping Gredit ncentive Defesial - - -
50 Stock Optipn Grants 1,026 1,026 1,026
51 Tax Intetesi Capilalized 906 854 506,854 906,864
62 Tax Law Changes SB 3 Deferral (249,441} BT3,753 624,312 624,312
53 Investment Tax Credit - - -
¥} Total Federal Income Tax Delened {37,262,993) 44,672,194 7,409,201 - 7.400,201

55 Federal ITC (26E8,035) (288.035) - (268,065)
56  Totel Feeral Income Tax E3.640.141) 55,385,308 223,165 (36,020,005} {33,785,930)
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The Cleveland Electric Hluminating Company
Case No. 07 - 551 - EL - AIR
Adjusted Jurisdictional Income Taxes
For the Tweive Manths Ended February 29, 2008

Data: 0 Months Aclual & 12 Months Eslimaled Schedule C-4
Type of Filing: X Original ___ Updated ___ Revisad Page 40l5
Work Papers Reference No.{sl.: GSchedule C-4.1 & WPC-4a-f Witness Responsible:
G. Young
Al Current Rales At Proposed Rates
Schedule -3 Proforma
Line Unadjusted Adjusiments Adjustad Adjusiments Profosma
Mo. Description (1} {2) (3) (4) &3]
Municipal Deferred Taxes
1 Tax Acoeleratad Depreciation 1.141% (748,788) {99,043) {847 831) {B47,831)
Book Depraciation 1.141% 747 46D 79 887 777 348 777,348
3 Excess of Tax Over Boak Depr. {1,328) {69.156) {70.483) . (70.483)
Other Municipal Deferred Tox
Above Market Leases 1,141% - - .
Accretion Expensea - - -
Accrued Yacation 3421 341 3421
AFUDC - Deductions - - .

All Dither Amortizations A/C 407 3 (incd FAS 108) - - -
Bad Debls - Provision - - -
EM Lease Payment - - -
Contribution in Aid & CGustomer Advances 120,005 120,005 120,805
Gost of Removal (91.572) {91.572) {91,572)
CTC Regulatory Asset Amortization ' -

Decommissioning Trust Incoma - - -
Deferred Compensation - - -
Deferved Gain on Sale - - -
Deamand Side Managernent {981) 18,149 17,168 17,168
DOE & Deconlaminalion -

Dumpsite Cleanup - - - -
EDCP Interest - - -
Energy Management Program

PR MR M AR M AR — 4 00 o 0 4 1
g&igeggmwmu‘Aww-\cwm-lc:ua.mm-no‘ﬂm‘*m“"‘“

ESOP Compensation Expense (35.868) {35,869) {35,860)
Expense Acaruals - FAS 112 - ' - -
FAS 106 Post Retirement Benefits 2 882 2,882 2,882
FASE 109 Adjustment {Netted) 17,777 41,430 59,207 59,207
Gan/Loss - Early Redemplian of Debt 793 793 793
Incentive Compensatian 7.681 7681 7.681
Injuries & Damages - - -
Like Kind Exchange - Serap Sale (1,712) {1.712) (1.712)
MACRS/ACRS Retired Properly (31,351) {31,351) (31,351}
MISC Transm Deferral - - - -
Municipal Distribution Tax Deferral [4.979) {4,979) (4.979)
Ohio Line Ext Deferred Cap Coats - 21,480 21,480 21,480

35 Pensions 25,477 25477 25477

36 Posi Rei Ben Capitalized - - ' -

37 Post Ret. Delerral 16,026 16,926 ’ 16,526

38 Post Ret Benefit Payment - - . -

30 RGP - Fuel Deferral [536,476) 605,628 66,152 66,152

40 RCP - OM Deferrat (745,729) 834,607 88,878 83,878

41 Restricted Stock Units T49 T49 749

42 %L Expenses - Bruce Mansfieid - - -

43 Shopping Credil Incenlive Deferral - - -

44 Stack Cption Grants 7] H 34

45 Tax Interesi Capitalized 30,067 30,067 30,087

45 Tax Law Changes $B 3 Deferral {8,27T0) 23,969 20,693 20,699

A7 Investment Tax Credit - - -

48 Total Municipal Dederred Taxes (1,235,455) 1481107 245,652 - 245,862

49 Municipal ITC (8,887) - (8,887) - (8.837)

50 Total Municipal Current & Deferred (ncome Tax {1,792,733) 1,864,834 72,201 {1,207.981) (1,135.789)
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Data: 0 Months Actual 8 12 Manths Eslimated Scheduls G4
Type of Filing: X Original ___ Updsted ___ Revised Page 5of 5
Work Papers Keference No.[s).: Schedule C-4.1 & WPC-4a-f Witness Responsibla:
G. Young
At Cuvent Rates Al Proposed Rates
. Schedute &-3 Proforma
Line Uradjusted Adjustments Adjusted Adjustments Profarma
No. Description 1) 2} 3) ) (5}
PA Deferred Tax
1 Tax Accelesated Depraciation - - - -
2 Book Depreaalion - - - -
3 Excess of Tax Gver Book Deps. - - - .
4 Qther PA Defermed Tax.
5 Ahove Market Leases - - - -
6 Accretion Expense . - - -
T Accrued Vacation - - . .
8 AFUDC - Deductions . - - -
9 All Other Amanlizations A/C 407.3 {incl FAS 109) - - - -
10 Bad Debts - Provision - - - -
" BM Lease Payment - - - -
12 Contribution in Aid & Customer Advances - - - -
13 Gest of Remaval - - - -
14 CTC Regulatory Asset Amortization - - . .
15 Decommissioning Trusi Income E - - - R
18 Deferred Compensation - - - -
17 Deferred Gain on Sale - - - -
18 Demand Side Manageament - - ) )
19 DOE & Decontamination - - - -
20 Dumpsita Cleanup - - - .
21 EDCP Interest - - - .
22 Enrergy Management Program - - - -
23 ESOP Compensatian Expense B - - -
24 Expense Accnuals - FAS 112 - - - -
25 FAS 106 Post Retiement Benefits - - - -
26 FASB 109 Adjustmeanl {Netted) - - - -
g BainfLoss - Early Redemption of Debt - - - -
23 Ingentive Compensation - - - -
29 Injries & Damages - - - _
30 Like Kind Exchange - Serap Sale . - - - -
a1 MACRS/ACRS Retired Property - - - .
32 MISC Transm Deferrat - - R R
33 Munigipal Distribution Tax Deferral - - . -
34 Ohlo Line Ext Deferred Gap Gosts - - - R
a5 Pensions - - - -
8 Posl Rel Ber Capitalzed - - - -
37 Posl Rel. Deferral - - - R
3 Pasl Ret Benefit Payment - - - -
39 RCP - Fuel Deterral - . - - -
40 RCP - OM Deferral . - - -
41 Restricted Stock Units - - ' '
42 SfL Expenses - Bruce Manalakd - - - -
43 Shopping Credit Incentiva Defarral - - . -
44 Stock Oplion Grants - . - -
45 Tax Interest Capitalized - - . .
46 Tax Law Changes SB 3 Dafarral - - - -
47 Investment Tax Gredit . - - -
43 Tolal PA Slate Deferred - - - R

49 PATC - -

50 Total PA Current and Defarrad Income Tax - -



The Cleveland Electric lluminating Company
’ Case No. 07 - 551 - EL - AIR

Development of Jurisdictional Income Taxes before Adjustments

For the Twelve Months Ended February 29, 2008
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. Data: @ Months Actual & 12 Months Estimated Schedule C-4.1
Type of Filing: X Onginal ___ Updated __ Revised Page 10f 5
Work Papers Reference No.(s).: Schedule C-2.1, WPC-4.la-e, WPR-7.13, WPB-7.11 Withass Respansible:
G. Young
Tatal Allocation Allocation Coda/
tine Utility % Jurisdiction Explaration
Ho, Account Title ) 12) {3) {4}
1 Operating Income Before Incame Tax 434,988,372 207,690 475 c-21
2 Reconciling ltams:
3 Interest Expense {127,125,704) (51,383,92T)  WPC-4.9a (Jwis. Rale Bage x Cost)
4 Tax Accelerated Depreciation {72,556,822) 80.4471% {65,625,556) TAXSE (WPB-7.11)
5 Book Dapreciatian 74,154,416 BE.3417% 66,609,241 BEKDEPF (WPB-T.1j)
6 Excess of Tax Ovar Book Depr. 1,597,494 {116,355}
T Other Reconciling ltems
(Specify & List):
[ Above Market Leases {60,166,666) 0.0000% - NODIST
9 Accretion Expense 8,746 0.0000% - NODIST
10 Accruad Vacation 341,054 87.8990% 200,783 PAYROLL
11 AFUDC - Deductions - 90.7860% - PLT]
12 A Other Amortizalions AIC 467.3 {(Ingl FAS 109) 0.0000%: - NODIST
13 Bad Debts - Provision - 100.0000% - ALLDIST
14 BM Lease Payment {56,170,978) 0.0000% - NOIMST
15 Contribution in Aid & Customer Advances 10,517,541 100.0000% 10,517,541 ALLDIST
18 Cost of Remaval {8.025,622) 100.0000% (8,025,627} ALLDIST
17 CTG Regulatory Asset Amortization 136,348,548 0.0000% - NODIST
18 Decammissioning Trust Income - 0.0000% - NODIST
19 Deferred Compensation . B7.8990% - PAYROLL
20 Defarred Gain on Sale 103,487 426 0.0000% - NODIST
2 Demand Side Management (85,979) 100.0000% (85,979)  ALLDIST
22 DOE & Decontamination {1,071,328) 0.0000% - NODIST
23 Dumpsite Cleanup - 80.7880% - LT
24 EDCP Inlerest - 87.8930% - PAYROLL
25 Energy Manegement Program - 100.0000% - ALLDIST
26 ESOP Compensalion Expense {3.676.454) B7.8990% (3,143,666) PAYROLL
27 Expanse Accruals - FAS 112 - 87.8990% - PAYROLL
28 FAS 106 Post Retirement Benefits 287,374 B7.8930% 252,599 PAYROLL
29 FASE 109 Adiustment {Netted) 1,568,022 106.0000% 1,568,022 ALLDIST
3 Gain/Loss - Early Redemption of Debt 69,476 100.0000% 60476 ALLDIST
3 Incentive Compensation 765,849 87.8990% 673,173 FAYROLL
3z Injuries & Damages - B7.8990% - PAYROLL
33 Like Kind Exchange - Scrap Sala (150 .000) 100.0000% (150.000) ALEDIST
34 MACRS/ACRS Retired Property (3.026.540) 90.7860% 12,747 674) PLTL
35 MISC Transm Deferral (22,373,092) 0 0000% - NODIST
K] Municipal Distribution Tax Defarral (4.36,358) 100.0000% (436,358) ALLDIST
ar Ohio Line Ext Deferred Cap Cosls - 180.0000% - ALLDIST
38 Pensions 2,540,279 87.8990% 2,232,879 PAYROLL
38 Post Ret Ben Capitalized - i B7.8990% - PAYROLL
49 Post Ret. Defarral 1,687,676 87.8990% 1,483,450 PAYROLL
41 Post Ret Benefit Payment - B7.8990% - PAYROLL
42 RCP - Fudl Deferral {47,280,988) 100.0000% (47.280,938) ALLDIST
43 RCP - OM Deferrat {65,357,525) 100.0000% (685,357,525} ALLDIST
44 Restricted Stock Unils 74,701 B7.8990% 65,661 PAYROLL
45 S Expenses - Bruce Manshield 59,605 .467 0.0000% - NODIST
46 Shopping Credit Incentive Deferral {26,182,298) 0.0000% - NODIST
47 Stock Option Grants 3392 87.83000% 2,982 PAYROLL
48 Tax Interest Gapitalized 2,902,598 90.7860% 2,635,152 PLT1
45 Tax Law Changes SBE 3 Deferrat {724,823) 100.0000% (724,823) ALLDIST
50 Meal Allowance (Permanent} 380,000 B7.8990% 316436 PAYROLL
51 Medicare Presc. Drug Subsidy (Parmanent) (451,267) 87.8900% (366.650) PAYROLL
52 Manufacturing Deduction {Permanent) (8,742,7435) 0.0000% - NODIST
53 Legislative Aclivtics {Permanent) 130,000 87.3990% 114,269 PAYROLL
M Tatal Other Recanciling kems 15,865 476 (108,127.871)
85 Total Recanciling ltems ___[109.662,734) .. (152,828 154)
. 58 Taxahle Income 325,325,638 48,062,321



The Cigveland Electric luminating Company
Gase No. 07 - 551 - FL - AIR

Development of Jurisdictional Income Taxes before Adjustwents

For the Twalve Months Ended February 22, 2008
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Data: 0 Months Actual & 12 Months Estimated Schedute C-4.1
Type of Filing: X Qriginal _ Updaled ___ Revised Page 2 of &
Wwork Papers Refercnce No.¢®).: Schedule C-2,1, WPC-4.la-&, WPB-7.1j, WPB-7.11 Witness Responsible;
G. Young
Total Allocation Adlocation Codel
Ling Utility % Jurisdiction Explanation
No. Account Title (O] (2) 3 4
Operaling incoma Bafora F.LT.
1 and Stale & Local income Tax 434 088,372 207,690,475
2 Recoenciling lfems: (109,662,74) {159,628,154)
Federal Taxable Income belore State
k! & Local Ingome Tax to page 3 325,325,638 48.082.321
4 Ohio State Taxable Income 375,325 638 48,062 321
5 Tatai Chio Current Income Tax Expense 3.04226% {9,897 ,252) f_l,lﬂﬂlﬂ
& Municipal Taxable Income 325,325,638 48,062,321
7 Current Municipal Incoma Tax 1.141% 711,968 (548,391)
8 PA Taxable Income 325,325,638 0.00000%
9 Current PA State Income Tax 0.533% (1,733,966} 0.00000% -
. 10 Total State and Local Income Tax Expense (15,343,203) (2.010,572)
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Tha Cleveland Elactric Hluminating Company
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Development of Jurisdictional Income Taxes before Adjustments
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Data: 0 Months Actual & 12 Months Estimated Schedule C-4.1
Type of Filing: X Criginal ___ Updated ___ Revised Page 3of 5
Work Papers Reference No.{s).: &chedule ¢-2.1, WPC-4.la-e, WPB-7.1j, WPR-7.11 Witness Responsible:
G. Young
Total Allogation Allocation Code/
Ling Utility % Jurisdiction Explanation
Mao. Account Title (1) (2 (3} #)
Federal Taxahle Incgome hefere State
1 & |Local Income Tax deduclions 325,325,638 48,062,321
2 State & Local Income Tax Deductible {15,343,203) (2,010,572}
3 Federal Taxable Income 309,982,435 46,051,749
4 Federal Income Tax Liability @ 35% {108,493 852) (16,118,112)
5 Federal Income Taxas - Current (108,493,852} {16,118,112)
B Deferred Incame Taxes:
7 Tax Accelerated Depreciation 344141% (24 965.812) 90 4471% {22,584 458} TAXS
8 Book Depreciation 34.4141% 25,518,575 BE.3417% 22,544 A16 BEKDEP
9 Excess of Tax Over Book Depr. 549,763 {40,043)
10 Other Deferred Income Tax
1 Above Market Leases 4.4141%  {20,705,817) 0.0000% - NODIST
12 Acaretion Expense 3010 0.0000% - NODIST
13 Accrued Vacation 117,371 g7.8930% 103,168 PAYROLL
14 AFUDC - Deductions - 90.7860% PLTH
15 All Other Amartizations A/C 4073 (Incl FAS 109) - 0.0000% NODIST
16 Bad Debts - Pravision - 100.0000% ALLENST
17 BM Lease Payment (19,330,737) 0.0600% - MODIET
18 Coentribution in Aid & Customer Advances 3,618,917 100.00000% 3,619,517 ALLDIST
19 Cost of Remaval (2,761,946) 100.00000% {2,761,948) ALLDIST
20 CTC Regulatory Assel Amartization 46,923,126 0.0000% - NODIST
21 Cecommissiconing Trust Income - 0.0000% NODIST
22 Deferrad Compensation - 87 BO90% PAYROLL
23 Deferred Gain on Sals 35,614,266 Q.0000% - NODIST
24 Demand Side Managament (29,5689) 1H0.0000% - (28,588) ALLDIST
25 BOE & Decontaminalion {368,688) 0.0000% - NODIST
26 Bumpsite Cleanup - 80.7860% PLT1
27 EGCP Interest - a7.8990% PAYROLL
28 Enemgy Managemant Program - +00.0000% ALLDIST
2 ESOP Ccmpensation Expense (1,230,804) 87.8980% {1,081,864} PAYROLL
30 Expense Accruals - FAS 112 - 87.8930% PAYROLL
kil FAS 106 Post Retwernent Benefits 98,397 87.8990% 86,930 PAYROLL
32 FASB 109 Adjustment (Netled) 536,179 100.0000% 536,179 ALLDIST
33 Gain/Loss - Early Redemption of Debt 23910 100.0000% 23,810 ALLDIST
34 Ineentive Compensation 263,560 87.8990% 231,667 PAYROLL
35 Injuries & Damages - 87.8930% PAYROLL
% Lika Kind Exchange - Scrap Sale (51.621) 100.0000% {51.621) ALLDIST
r MACRS/ACRS Retired Proparty (1.041,557) 90 7860% (945, 587) PLT1
38 MISC Transm Deferrat (7 B95,498) 0.0000% - NODIST
kil Municipal Distribution Tax Deferral {150,169) 100.0000% {150,168) ALLDIST
40 Ohio Line Ext Deferred Cap Costs - 1006.0000% ALLDIST
41- Pensions B74,214 B7.8980% 768 425 PAYROLL
42 Post Ret Ben Capitalized - 87.8800% PAYROLL
43 Past Ret. Ceferral 580,729 87 .BY90% 510,516 PAYROLL
44 Post Ret Benefit Payment - 87.8890% PAYROLL
45 RCP - Fuel Defarral {16,271,326) 100.0000% {16,271,326) ALLDIST
46 RCP - OM Deferral (22,492 2047 - 100.0000% {22,492 204) ALLDIST
a7 Restricted Stock Uniis 25,706 B7.8990% 22 507 PAYROLL
A8 SA_ Expenses - Bruce Mansfizld 20,512,685 3.0000% - NODIST
49 Shopping Credit Incentive Geferral {9.010,402) 0.0000% - NODIST
50 Stock Option Grants 1167 87.8990% 1.028 PAYROLL
51 Tax Interast Capitalized 998,903 9. 7860% 906,864 PLTI
52 Tax Law Changes SB 3 Deferral {249,441) 100.0000% (240,441} ALLDIST
53 Investment Tax Credit - 0.0000% - NODIST
. A4 Total Faderal Income Tax Deferred 9,349,276 (37,262,993}
45 Federal ITC (1.022,312) 26.21699% {288,035} mc
56 Total Federal income Tax (100,166,944) {53,648,141)



The Cieveland Electric Bluminating Company

For the Twelve Months Ended February 26, 2008
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Dala: 0 Months Actual 8& 12 Months Estimatad Schedule C-4.1
Type of Filing: X Origingl __ Updated ___ Revized Page 4 of5
Work Paperg Peference Wo.{(3).: Schedule €-2.1, WEC-4.la-=, WPB-7.13, WPB-7.11 Wilness Responsibie:
G. Young
Total Allocation Alocation Code/
Line Uiitity % Jurigdiction Explanation
Mo Account Titte 1} ) {3) ()
Muricipal Deterrad Taxes:
1 Tax Acceleraied Depreciation 1.141% (827,874} 90.4471% (748.788) TAXS
2 Beok Depreciation 1.141% 846,102 83 3417% T47.460 BEDEP
3 Excess of Tax Over Book Depr. 18,227 (1,328)
4 Cther Municipal Deferred Tax:
5 Above Markel Leases 1.144% (686,502) 0.0000% - NODIST
6 Aceretion Expense 100 0.0000% - NODIST
7 Actrued Vacabion 3,801 a7.8990% 3421 PAYROLL
8 AFUDCG - Deductians - 80.7860% PLT1
9 All Other Amonizations A/C 407.3 (Inct FAS 109) - 0.0000% NODIST
10 Bad Debts - Provision - 1G0.0000% ALLDIST
11 BM Lease Payment (640,911) 0.0000% - NODIST
12 Cantributian in Aid & Custarmer Advances 120,005 100.0000% 120,005 ALLDIST
13 Cost of Removal {81,572} 100.0000% (91,572} ALLDIST
14 CTC Regulalory Asset Amortlzation 1,555,737 0 00009 - NODIST
15 Decommissioning Trust income - 0.0000% NODIST
16 Deferred Compensation - 87.8980% PAYROLL
17 Deferred Gain on Sale 1,180,792 0.0000% - NODIST
18 Demand Side Management (981) 100 0000% 881) ALLDIST
19 DOE & Decontamination (12,224) 9.0000% - NOET
20 Dumpsite Claanup - 80 7860% PLTI
21 EDCF Interest - £7.5990% PAYROLL
22 Energy Management Program - 100 .0000% ALLIMST
23 ESOP Compensation Expense (40,807) 87.8990% (35,560} PAYROLL
24 Expense Accruals - FAS 112 - 87.8690% PAYROLL
25 FAS 106 Post Retirement Benefits 3,279 87 BON% 2 882 PAYROLL
28 FASB 109 Adjustment {Metted) 17377 100 0000°% 17,777 ALLDIST
27 Gain/Loss - Early Redemption of Debt 793 100.0000% 793 ALLDIST
28 Incentive Compensation 8,738 B7 8990% 7.681 PAYROLL
29 Injuries & Damages - B7.8000% FAYROLL
a0 Like Kind Exchange - Scrap Sale (1,712} 100.0000% (1,712}  ALLDIST
AN MACRS/ACRS Retired Property {34,533} 90.7860% (31.351) PLT1
a2 MISC Transm Deferral (295,277} 0.0000% - NODIST
3 Municipal Distribution Tax Deferral (4,979} 100.0000% (4,979) ALLDIST
% Ohio Line Ext Deferred Cap Costs - 100.0000% ALLDIST
35 Pensions 28,985 B7.8990% 5477 PAYROLL
B Post Ret Ben Capitalized - 87.8990% PAYROLL
37 Post Ret. Deferral 19,256 B7.8990% 16,926 PAYROEL
33 Post Ret Benefit Payment - B7 B9%0% PAYROLL
k] RCP - Fue! Deferral {539,476) 100.0000% (539,476} ALLDIST
40 RCP - OM Deferral {745,729} 100.0000% {745,728} ALLDIST
41 Restricted Stock Units 852 87.8890% 749 PAYROLL
42 SIL Expenses - Bruce Mansfield B50.098 0.0000% - NODIST
43 Shopping Credit Incentive Deferal {298,740 0.0000% - NODIST
44 Siock Option Grants 39 87 Bos0% 34 PAYROLL
45 Tax Interest Capitalized 33,119 80.7860% 30,067 PLT1
48 Tax Law Changes 58 3 Deferral (B,270) 10¢.0000% {8,270} ALLDIST
47 Investment Tax Credil - 0 0000% - NOOIST
48 Total Munidpal Deferrad Taxaes 308,975 {1,235,455)
49 Municipat \TC {33,387) 26.21699% LRI LA
50 Total Municipal Gurrent & Deferred Income Tax (3,435,887) {1,792,733)
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Data; 0 Months Actual & 12 Months Estimated Schadula C4.1
Type of Filng: X Oniginal ____ Updaled ___ Revised PageSof 5
Work Papers Refervnce No.(s).: Schedule C-2.1, WPC-4.la-e, WPB-7.1j, WPB-7.1l Witness Responsible:
G. Young
Total Allacation Allocation Godef
Line Litility % Jurisdiction Explanation
No. Account Title “) (2) 2} 4}
PA Daferred Tax:
1 Tax Accelerated Depreciation 0.533% (386,728) 0.0000% NODIST
2 Book Depreciation 0.533% 395,242 0.0000% NODIST
3 Excess of Tax Over Book Dapr. 8516 -
4 Other PA Deferred Tax:
5 Above Market Leases 0.533% {320.688) D.0000% - NODIST
& Accrelion Expense 47 0.0000% - NODIST
7 Actrued Vacation 1,818 0.0000% - NODIST
8 AFUDC - Deductians - 0.0000% - NODIST
9 Adl Other Amartizations AIC 407.3 (Mc FAS 108) - 0.0000% - NODIST
10 Rad Debts - Provision - 0.0000% NODIST
11 BM Lease Payment (208 ,391) 0.0000% NODIST
12 Contribution in Aid & Customer Advances 56,058 0.0000% - NODAST
13 Cost of Remaval (42,777) 0.0000% - HODISE
14 CTC Regulatory Assat Amortization 726,738 0.0000% - NODIST
15 Decommissioning Trust Income - 0.0000% - NODIST
16 Daferred Compensalion - 0.0000% - NODIST
17 Deferred Gain on Sale 551,588 0.0000% - NODIST
18 Demand Side Management {458) 0.0000% - NODIST
19 DOE & Decontamination {5,710} 0.0000% - MNODIST
20 Durnpsite Cleanup - 0.0000% - NODIST
21 EDCF Interest - 0.0000% - NODIST
22 Energy Management Program - 0.0000% NODIST
23 ESOP Compensaticn Expense {19,062} 0.0000% - NODIST
24 Expense Accruals - FAS 112 - 0.0000%: - HNODIST
25 FAS 106 Post Retirament Benehits 1,532 0.0000% - NODIST
26 FASE 109 Adjustmenl {Netted) 8,304 0.0000% - NOBRIST
27 Gain/Loss - Early Redemption of Debt 370 0.0000% - NODIST
26 Incentive Compensation 4,082 0.0000% - NODIST
29 Injuries & Damages - 0.0000% - NODIST
30 Lika Kind Exchange - Scrap Sale {800Q) 0-0000% - NODIST
31 MACRS/ACRS Refired Property (16,131} 0.0000% - NODIST
3z MISC Transm Deferral {119,249) D.0000% - NODIST
33 Municipat Distribution Tax Defarral {2,326} 0.0000% - NODIST
34 QOhio Line Exi Daferred Cap Costs - 0.0000% - MNODIST
as Pensicns 13,540 0.0000% - NODIST
36 Post Ret Ben Capitalizad - 0.6000% - NODIST
37 Post Rat. Delerral 8,895 0.0000% - NODIST
35 Post Ret Benefit Paymant - 0.0000% - NODIST
39 RCP - Fue| Deferral {252,008} 0.0000% - MNODIST
40 RGP - OM Deferral (348,366) 0.0000% - NODIST
41 Resiricted Stock Units 308 0.0000% NODIST
42 SiL Expenses - Bruce Manshield 317,697 0.0000% - WODIST
43 Shopping Credit Incentive Deferral (138,552} 0.0000% - NODIST
44 Stock Option Grants 18 0.0000% - NODIST
45 Tax Interes! Cepitalized 15,471 0.0000% - NODIST
46 Tax Law Changes S8 3 Deferral (3,863) 0.0000% . NODIST
47 Investmenl Tax Credit - 0.0000% - NODIET
48 Total PA State Deferred 144,800 0.0000% - NODIST
49 PAITG (15,834} 0.0000% NODIST
50 Total PA Current and Delerred Income Tax (1,605,020) 0.0000% NODIST
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Section D

Rate of Retum
(Large Utilities)

The Cleveland Electric Illuminating Company

Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

Rate of return summary
Embedded cost of short-term debt
Embedded cost of long-term debt
Embedded cost of preferred stock
Comparative financial data
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Section F

Projected Financial Data
(Large Utilities)

The Cleveland Eleciric Iliuminating Company

Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

F-1  Projected income statement (total company)

F-2  Projected jurisdictional rate base summary

F-2.1 Projected plant in service by major property groupings (gas and electric)
F-3  Projected capital stricture (total company)

F-4  Projected statement of changes in financial position (total company)
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Section [

Integrated Resource Planning (IRP) '
(Large Utilities)

The Cleveland Electric Illuminating Company

Case No. 07-551-EL-AIR

Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

I-1 [RP rate base — plant in service costs

i-1.1  Summary of IRP project dollars - plant in service
I-2 IRP rate base — working capital allowance

I-2.1 IRP projects — supporting detail

[-2.2  Summary of IRP project dollars — deferred expenses
1-3 IRP expense dollars

I-4  IRP expense dollars — current recovery

1-4.1 Summary of IRP expense dollars — current recovery

' All schedules waived
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S-1
S-2.1
5-2.2
5-2.3
5-3

Schedules S-1, 8-2.1, 8-2.2, §-2.3, §-3

The Cleveland Electric [lluminating Company

Case No. 07-551-EL-AIR
Case No. 07-552-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

Test Year: Twelve Months Ended February 29, 2008

Date Certain: May 31, 2007

Five-year capital expenditures budget
Five-year projections of revenue requirements
Balance sheet items for each forecast year
Statement of changes in financial position
Proposed notice for newspaper publication

Vol. 1, p. 194
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Schedule S-3

FORM OF PROPOSED NOTICE
FOR NEWSPAPER PUBLICATION

NOTICE OF APPLICATION TO
THE PUBLIC UTILITIES COMMISSION OF OHIO
FOR AN INCREASE IN ELECTRIC DISTRIBUTION RATES
TO ALL JURISDICTIONAL CUSTOMERS
OF THE CLEVELAND ELECTRIC ILLUMINATING COMPANY

TO WHOM IT MAY CONCERN:

Pursuant to the requirements of Ohio Revised Code Section 4909.19, The
Cleveland Electric Illuminating Company (“Company™) gives notice that on June 7,
2007, it filed with The Public Utilities Commission of Ohio (“Commission™) an
Application for authority to change its electric rates and charges in incerporated
communities and the unincorporated territory within its service area, which includes all
or part of Ashtabula, Cuyahoga, Geauga, Lake, Lorain, Medina, Portage, Summit, and
Trumbull Counties in Ohio. Such Application has been assigned Case Nos. 07-551-EL-
AIR, 07-552-EL-ATA, 07-553-EL-AAM and 07-554-EL- UNC by the Commission. The
substance of the Application follows.

In this Application the Company proposes to make changes and increases in
electric distribution rates applicable to customers within the Company’s service territory
effective May 2009. Since the Company’s last request for an increase in distribution rates
in 1996, the Company’s operating costs to provide electric service to customers have
increased significantly. Moreover, pursuant to prior Commission Orders, the Company
has been defetring recovery of certain costs. As a result, this filing includes expenses
related to distribution operations, recovery of investments in distribution infrastructure
and fuel charges that were deferred under prior rate orders.

The average increase in total rate that each rate schedule would bear over the
present rates if the proposed increase is granted in full would be:***

Residential 3.9%
Commercial 8.4%
Industrial 5.9%
Total Conipany 6.0%

*#%* This increase would be offset by a reduction in charges related to electric restructuring in Chio.

This Application is being filed so as to generate sufficient revenues for the
Company to pay distribution-related operating expenses, service outstanding debt
balances, and earn an adequate return on property used in providing electric distribution
service to customers. However, when combined with other previously approved changes
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in regulatory charges, the rates requested in this Application would result in an overall
reduction in the regulated portion of customer bills.

The Company proposes to change its current rate schedules to those shown below
and among other things, eliminate customer class specific rate schedules and replace
them with voltage based schedules. The proposed scheduies better match how the
distribution system is designed, built and operated and reflects how customers are
physically connected to and take service from our system. Accordingly, many of the
current rate schedules are being eliminated, with customers currently taking service under
these schedules being transferred to one of the new proposed schedules.

The new rate classifications proposed in the Application are as follows:
Residential schedule (RS)
General Service schedules:
General Service Secondary (GS)
General Service Primary (GP)
General Service Sub-transmission (GSU)
General Service Transmission (GT)
Lighting schedules:
Street Lighting (STL)
Traffic Lighting (TRF)
Private Qutdoor Lighting (POL)

In addition to these changes, the Company is proposing the following new electric
service riders:

. Residential Distribution Credit Rider, which provides a reduction to
distribution charges for certain electric loads so as to mitigate the affects

of changes in rate design.

. Business Distribution Credit Rider, which provides a reduction to

distribution charges for certain electric loads so as to mitigate the affects

of changes in rate design.

. Demand Side Management (“DSM™) Rider, which creates a mechanism
through which certain approved DSM costs are to be recovered and
reconciled semi-annually.

The Company is also proposing certain modifications to the following rider
currently n effect:

. State kWh Tax Rider, which modifies and renames the Company’s current
State and Local Tax Rider and eliminates charges for local taxes that are
currently included in base rates.
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. In addition to the rate relief described above, the Company also asks the
Commission to authorize the following accounting treatment:

Depreciation: The Company has determined that certain modifications to
depreciation rates are warranted and requests that depreciation rates
proposed in this proceeding be approved by the Commission.

Deferral of Storm Related Costs: The Company requests permission to
defer storm restoration and repair costs in excess of those included in base
rates.

Changes in Rate Design
The Company’s basic rate design has heen in place since its last base rate case in
1996. Accordingly, the Company is proposing to update the existing rate design with the

goal of:

simplifying distribution rate designs of the FirstEnergy Ohio utility companies
from three differeni tariffs to one uniform set of schedules

implementing rate designs that focus on distribution service and discontinue
concepts inherent in the legacy bundled rate design

implementing distribution rates that recover fixed costs associated with the
infrastructure needed to detiver electricity to customers

incorporating gradualism in managing customer impacts while simplifying
and consolidating tariff design

Residential Rates
The following is a list of key changes proposed for Residential rates:

Creation of a single distribution rate schedule for all residential
CUStOmers

Creation of a Residential Distribution Credit Rider (mentioned above)
Conversion from existing multiple block and declining block designs
to a simple two block structure that is consistent across all companies

Elimination of the Percentage of Income Payment Plan (“PIPP”)
Note - Customers participating in the PIPP program will continue to have their
PIPP payment calculated based on income

General Service Rates
The following 1s a list of key changes proposed for General Service rates:

Simplification of distribution rates to one uniform tariff design for the
FirstEnergy Ohio utility companies

Reduction in the number of rate blocks

Conversion from a declining block structure to a flat structure

Creation of a Business Distribution Credit Rider (mentioned above)
Standardization of Service Charges and power factor charges across
the FirstEnergy Ohio utility companies

Standardization on demand-only distribution pricing

Changes in rate applicability based on service voltage rather than
usage
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Changes in Electric Service Regulations (formerly Standard Rules and Regulations)

There are three categories of changes made to the Electric Service Regulations
(“Regulations™). The first category is changes made in order to make the Regulations
uniform across the three FirstEnergy Ohio utility companies. The second category
consists of changes made to clarify language and thereby aid customer understanding of
the Regulations. The third category relates to changes that better align charges with actual
costs. This last category includes an increase to the reconnection charge, the returned
payment charge and the meter test charge. In addition, a provision for an annual
automatic increase to certain charges based on the Consumer Price Index (CPI) has been
added.

The above proposed provisions, rates, and charges are subject to changes,
including changes as to amount and form, by the Commission following a public hearing
on the filed Application. Recommendations which differ from the filed Application may
be made by the Staff of the Commission or by intervening parties and may be adopted by
the Commission.

Any person, firm, corporation or association may file, pursuant to Section
4909.19 of the Revised Code, an objection to such proposed increased rates by alleging
that such proposals are unjust and discriminatory or unreasonable.

A copy of the Application, including a copy of the present and proposed rate
sheets, may be inspected by any interested party at the office of the Commission, 180
East Broad Street, Columbus, Ohio 43266; or at the following business office of the
Company: 76 S. Main St., Akron, Ohio 44308,

Since the rates, prices, charges and other provisions in the Company’s current
electric rate schedules do not yield just and reasonable compensation to the Company for
supplying electric distribution service and do not yield a just and reasonable return to the
Company on the value of the property used in fumishing such electric distribution
service, the Company requests the Commission:

(a) Accept this Application and Exhibits for filing;

(b)  Find that this Application and the attached Schedules filed herewith and
incorporated herein, are in accordance with Sections 4909.18, Ohio
Revised Code, and Section 4901-7-01 of the Commission’s Rules and
Regulations;

(¢)  Find that the current rates, prices and charges for electric service are
unjust, unreasonable and insufficient to yield reasonable compensation to
the Company for the electric distribution service rendered;

(d)  Find that the proposed rates, prices and charges are just and reasonable
based upon the test period for the twelve months ending February 29,
2008, and approve such schedules in the form tendered herewith;

(e) Approve the Company’s requested accounting treatment;
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. (f) Fix the date on which applicable services provided to customers are
subject to the proposed rates at May 2009.

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY



