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BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of Ohio 
Edison Company, The Cleveland Electric ) Case No. 07-551-EL-AIR 
Illuminating Company and The Toledo ) Case No. 07-552-EL-ATA 
Edison Company for Authority to Increase ) Case No. 07-553-EL-AAM 
Rates for Distribution Service, Modify ) Case No. 07-554-EL-UNC 
Certain Accounting Practices and for 
Tariff Approvals. 

Alan R. Schriber, Chairman 
Paul A. Centolella, Commissioner 
Ronda Hartman Fergus, Commissioner 
Valerie A. Lemmie, Commissioner 
Donald L. Mason, Commissioner 

To The Honorable Commission: 

In accordance with the provisions of R.C. Section 4909.19, the Commission's Staff has 
conducted its investigation in the above matter and hereby submits its findings in the 
within Staff Report. 

The Staff Report has been jointly prepared by the Commission's Utilities Department and 
Service Monitoring and Enforcement Department. 

In accordance with R.C. Section 4909.19. copies of the Staff Report have been filed with 
the Docketing Division of the Commission and served by certified mail upon the mayors of 
all affected municipalities and other public officials deemed representative of the service 
area affected by the application. A copy of said report has also been served upon the 
utility or its authorized representative. Interested parties are advised that written 
objections to any portion of the Staff Report must be filed within thirty (30) days of the date 
of the filing of said report after which time the Commission will promptly set this matter for 
public hearing. Written notice of the time, place, and date of such hearing will be served 
upon all parties to the proceeding. 

The Staff Report is intended to present for the Commission's consideration the results of 
the Staffs investigation. It does not purport to reflect the views of the Commission nor 
should any party to said proceeding consider the Commission as bound in any manner by 
the representations or recommendations set forth therein. The Staff Report, however, is 



legally cognizable evidence upon which the Commission may rely in reaching its decision 
in this matter. (See Lindsey v. Pub. Util. Comm., I l l Ohio St. 6 (1924) 

Respectfully submitted, 

Utilities Department 

M^X^<c.--^ 
Steven R. Brennen 
Director 

Service Monitoring and Enforcement Department 

Doris McCarter 
Director 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR et al. 

BACKGROUND 

The Applicant, the Ohio Edison Company, was incorporated in Ohio on July 5, 1930, as 
a consolidation of Northern Ohio Power and Light, The Pennsylvania Ohio Power and 
Light Company, The Ohio Edison Company, The Akron Steam Heating Company and 
the London Light and Power Company. In 1997, Ohio Edison Company and its 
subsidiary, Pennsylvania Power, merged with the former Centerior Energy Corp. to 
create the FirstEnergy Corp. (FE), headquartered in Akron, Ohio. 

The Applicant is a public utility and an electric light Company providing retail distribution 
services to approximately 1,000,000 customers in central and northeastern Ohio, in all 
or part of 36 counties. 

The Applicant's current distribution rates were part of the bundled rates established in 
its last base rate proceeding, Case No. 89-1001-EL-AIR. The Applicant's operation as 
a vertically integrated utility encompassing generation, transmission, and distribution 
functions was the basis for the bundled rates. 

On June 22, 1999, the Ohio General Assembly passed Amended Substitute Senate Bill 
No. 3 of the 123'^ General Assembly (S.B. 3). Senate Bill 3 restructured the electric 
utility industry and provided for electric utilities to file a transition plan that included 
unbundling electricity rates into generation, transmission, and distribution components. 
Senate Bill 3 further provided for a Market Development Period (MDP), January 1, 2001 
through December 31, 2005, to allow a competitive market to develop for the generation 
function. Unbundled distribution rates Were to remain unchanged during the MDP. The 
Governor signed the legislation on July 6, 1999 and it became effective on October 5, 
1999. 

In accordance with S. B. 3, the Commission issued an opinion and order on July 19, 
2000, approving and modifying the stipulation and recommendation with regard to the 
Applicant's electric transition plan, Case No. 99-1212-EL-ETP. The Commission 
authorized base electric distribution rates, as unbundled, to remain frozen beyond the 
MDP through December 31, 2007. 

The Commission, by its Entry in Case No. 03-1461-EL-UNC, encouraged the Applicant 
to develop plans which balanced rate certainty, financial stability for the distribution 
utility and further the development of the competitive market. On October 21, 2003, the 
Applicant filed a Rate Stabilization Plan (RSP) in Case No. 03-2144-EL-ATA in 
response to the Commission's request. Under the RSP, distribution rates were to 
remain frozen through December 31, 2007, except for revenues to recover costs related 
to changes in laws, environmental compliance, taxes, emergencies and reliability. 
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On September 9, 2005, the Applicant filed a Rate Certainty Plan (RCP) in Case No. 05-
1125-EL-UNC, et seq. The rate-certainty plan, among other things, intended to 
maintain level distribution rates for 2006 through 2008. 

On May 8, 2007, the Applicant filed a notice of intent to file an application to increase 
rates for electric distribution service in its entire service territory. The Applicant 
requested that its test period begin March 1, 2007, and end February 29, 2008, and that 
the date certain be May, 31, 2007. The Commission approved the Applicant's 
requested test year and date certain by its entry of May 30, 2007. 

On June 7, 2007, the Applicant filed an application to increase distribution rates. By 
entry dated August 1, 2007, the Commission ordered that the application be accepted 
as of June 7, 2007. 

The rates proposed by the Applicant for increase, when applied to test year sales 
volumes, would generate $160,762,886 of additional base distribution revenues or an 
increase of 31.05%. 
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OPEFIATING INCOME AND RATE BASE 

SCOPE OF INVESTIGATION 

The scope of the investigation was designed to determine if the Applicant's filed exhibits 
concerning operating income, rate base and other data are reasonable for ratemaking 
purposes, and if the financial and statistical records supporting the data can be relied 
upon. The Staff interviewed Applicant's key management personnel and reviewed both 
internal and published financial reports to assure understanding of the Applicant's 
operation and organization. The Staffs investigation of test year operating income and 
date certain rate base included a review of the Applicant's budget and forecasting 
techniques, verification of the operating revenue computation, and an examination of 
the Applicant's continuing property records. In addition, the existence and the used and 
useful nature of the assets were verified through physical inspections. Other 
independent analyses were performed as the Staff considered necessary under the 
circumstances. 

The Staff reviewed and analyzed the Applicant's proposed adjustments to operating 
income and rate base and traced them to supporting work papers and to source data. 
As a result of its review and analysis, the Staff accepted some of the proposed 
adjustments as appropriate, changed some proposed adjustments using alternative 
approaches, and proposed new adjustments as required to make the test year 
operating income and date certain rate base consistent with sound regulatory 
accounting practices, more representative of normal operations and appropriate for 
ratemaking purposes. 

The purpose of the Staffs investigation was to develop financial data for ratemaking 
purposes; it was not intended to provide a basis for expressing an opinion on the 
financial statements of the Company as a whole. The following sections of this report 
summarize the results of the Staff investigation which it believes are relevant to the 
determination of test year operating income and rate base. 
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REVENUE REQUIREMENTS 

The Staff's recommended revenue increase range is detailed on Staffs Schedule A-1 

RATE BASE 

The rate base represents the Applicant's net investment in plant, materials and supplies, 
and other assets as of the date certain, May 31, 2007, which were used and useful in 
providing electric distribution utility service to its customers and upon which its investors 
are entitled to the opportunity to receive a fair and reasonable rate of return. 

The Staffs analysis of the rate base is divided into Plant in Service, Depreciation 
Reserve, Construction Work in Progress, Working Capital, and Other Rate Base Items. 
A comparison of the rate base submitted by the Applicant and that which is 
recommended by the Staff is shown on Schedule B-1. Schedules B-2 through B-6 
provide additional support for the Staffs findings. 

Plant in Service 

The plant in service, as presented by the Applicant, is the surviving original cost of the 
distribution, sub-transmission, and general plant that is used and useful In providing 
electric service to its distribution customers. The Staff reviewed and tested the 
Applicant's plant accounting system to ascertain if the information in the Applicant's 
plant ledgers and supporting continuing property records (CPR) represent a reliable 
source of original cost data. The testing included a sample selection of plant additions, 
retirements and transfers since the prior base rate case. Plant additions as well as 
various items from the CPR were selected for on-site inspections for complete 
verification of existence and their used and usefulness. The Staff determined that there 
were no significant discrepancies and that the Applicant's plant accounting system 
represented a reliable source of original cost data. 

As a result of its investigation, the Staff recommends certain adjustments be made to 
the Applicant's date certain plant investment for ratemaking purposes. These 
adjustments are identified below and summarized on Schedule B-2.2 and reflected on 
Schedule B-2.1. 
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Transmission Land Plant Adjustment 

In Case No. 99-1212-EL-AlR, the Commission adopted the FERC seven factor 
test set forth in Order No. 888, for the purpose of classifying transmission and 
distribution facilities to be transferred to American Transmission System 
Incorporated (ATSI). The FirstEnergy operating companies continue to own all 
land, easements, franchises, and other rights associated with the transmission 
facilities teased by ATSI from the FirstEnergy operating companies pursuant to a 
Ground Lease. The Staffs Investigation has determined that the Ground Lease 
has not been renegotiated since the original agreement effective September 1, 
2000. Staff is of the opinion that the revenue received from ATSI does not 
support the revenue required on the land investment. Therefore, the Staff has 
excluded all Transmission land In Account 350 as shown on Schedule B-2.3. 
The Staff also excluded all revenues associated with the Ground Lease as 
shown on Staffs Schedule C-3.2. This adjustment to land is shown on Schedule 
B-2.2a. 

Transportation Equipment and Power Operated Equipment 

The Staff adjusted accounts 392 and 396 to exclude vehicles that either should 
have been retired or are no longer part of the distribution Company. This 
adjustment is shown on Schedule B-2.2b. 

Reclassification of Transportation Equipment and Power Operated 
Equipment 

During its investigation, the Staff discovered that some vehicles and some power 
operated equipment had been transferred between Ohio Edison, CEI and Toledo 
Edison but not reflected in the companies' plant accounting systems. This 
adjustment recognizes the reclassification of these items to the appropriate 
operating companies and Is shown on Schedule B-2.2c. 

General Plant 

As a result of discrepancies associated with the Applicant's General Office 
Transportation Plant Account, the Staff determined further analysis of all General 
Office assets was necessary. At the time of the writing of this Staff Report, the 
Staff requested additional documentation to assure Staff of the proper 
classification of all General Office plant accounts. The Staffs review is still in 
progress and the results of this review will be provided prior to making a final 
determination of the appropriate level of plant In service for purposes of this 
proceeding. 
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Depreciation 

Depreciation Is the process which distributes the original cost of depreciable assets, 
adjusted for net salvage, over the normal life of the property In a systematic and rational 
manner. The Staffs investigation of depreciation is segregated Into two areas: 
Depreciation Reserve, and Depreciation Accrual Rate and the corresponding 
Depreciation Expense. Each of these Is discussed in detail in the following sections. 

Depreciation Reserve 

The Applicant maintains depreciation reserve, by account, on a total Company 
basis. In order to determine If the Applicant's booked reserve for depreciation Is 
proper and adequate, the Staff generally finds It useful to compare the book 
reserve with a calculated theoretical reserve, as a guide to whether past accrual 
rate calculations have been appropriate. The Staff compared the Applicant's 
booked reserve level with a calculated theoretical reserve, based on the Staffs 
recommended accrual rates and May 31, 2007 plant balances. The Staff 
determined that the overall booked reserve Is In close agreement with the 
theoretical reserve calculation. Therefore, it is the Staffs opinion that the actual 
jurisdictional reserve for depreciation, as adjusted by the Staff on Schedule B-3, 
Is proper and adequate and should be used for purposes of this proceeding. The 
Staff adjusted the Applicant's depreciation reserve to exclude reserve associated 
with the adjustments discussed in the Plant in Service section. These 
adjustments are summarized on Schedule B-3.1. 

Depreciation Accrual Rates and Depreciation Expense 

The Applicant's current depreciation accrual rates were prescribed by this 
Commission in Case No. 92-1424-EL-AAM. 

The Applicant filed a depreciation study for its electric plant. The Applicant's 
accrual rates, for most electric accounts, were developed using the straight line 
whole life method. With exception, the Accounts 370 and 371, Meters and 
Installation on Customer Premises, were ,developed using the straight line 
remaining life method. 

The Staff conducted an independent depreciation study utilizing actuarial 
methods and judgment to develop its accrual rate parameters and based its 
accrual rates on the straight line whole life method. The Staff recommended 
accrual rates are shown on Schedule B-3.2a. The Staff recommends that the 
Applicant be ordered to use the accrual rates shown on Schedule B-3.2a for 
book depreciation purposes, effective concurrently with customer rates from this 
proceeding. 

6 
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The Staffs calculation of depreciation expense based on the adjusted 
jurisdictional plant In service balances at date certain and the accrual rates 
discussed above. Is shown on Schedule B-3.2. 

Also Included In the depreciation expense on Schedule B-3.2 is the Staffs 
calculation of depreciation on the gross-up of the net of tax AFUDC created as a 
result of Implementing SFAS No. 109. The Staff recalculated the SFAS No. 109 
accrual rate to reflect a composite based on the Staffs recommended accrual 
rates as opposed to the Applicant's proposed accrual rates. 

Construction Work In Progress (CWIP) 

The Applicant did not request an allowance for CWIP in Its filing and the Staff, as shown 
on Schedule B-4, did not recommend an allowance. 

Working Capital 

Working Capital has been generally defined as the average amount of capital provided 
by investors In the Company, over and above the Investment in plant and other 
specifically Identified rate base items, to bridge the gap between the time expenditures 
are required to provide service and the time collections are received for that service. As 
such, the objective of Including a working capital allowance in rate base is to produce a 
total rate base that will result In allowing investors the opportunity to earn a fair return on 
all capital Invested by them in utility operations. 

The Applicant conducted and submitted a lead/lag study in the current proceeding. The 
Staff performed a detailed review of the Applicant's sponsored study. The review 
included testing the mathematical accuracy of the study, tracing Information to source 
documents, and a detailed review including Interviewing Applicant employees regarding 
the assumptions and methodologies used by the Applicant in its study. Based on Its 
review, the Staff made certain adjustments to the Applicant's study to reflect the Staffs 
position and past Commission decisions. 

The Staffs working capital calculation Is comprised of three different components. The 
calculation contains a revenue lag allowance component, an expense lag allowance 
component and an allowance for materials and supplies component. 

The Staff conducted a thorough review of the Applicant's revenue lag calculation. 
Based on that review. Staff agrees with the Applicant's calculated revenue lag of 24.4 
days. The Applicant's revenue lag of 24.4 days was determined by netting Its electric 
and generation revenue lag days against the Applicant's revenue lead days associated 
with Its Energy for Education program revenue. 
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The Staff also undertook a review of the Applicant's expense lag calculation. Based on 
its review and understanding of how the Applicant calculated its expense lag, Staff 
made certain adjustments to the Applicant's calculated expense lag days to reflect past 
Commission decisions relative to uncollectibles account expense, vacation pay and 
interest expense. Also, the Staff made some adjustments to the study related to 
purchase power expense, payroll, outside services employed other expenses, Ohio 
property tax, Pennsylvania franchise tax, Ohio sales use tax and Municipal tax. 

The Staffs working capital allowance for materials and supplies is based on a thirteen-
month average balance ending February 29, 2008 for materials and supplies held for 
normal operating and repair purposes. 

Other Rate Base Items 

The Applicant's Other Rate Base Items are detailed on Its Schedule B-6. Certain of 
Applicant's Other Rate Base Items are estimated beyond the date certain. The Staffs 
valuation of Other Rate Base Items is as of the date certain. Several items have been 
eliminated by Applicant utilizing zero percent allocation factors to the distribution 
operation. Also, the Applicant proposed adjustments to several of these balances. 
These adjustments are detailed on the Applicant's Schedules B-6.1A through B-6.1T. 

The Staff accepted some of the Applicant's adjustments, revised or corrected others, 
and proposed new adjustments. 

As a result of the August 29, 2007 Ohio Supreme Court ruling in Elyria Foundry Co. v. 
Pub. Util. Comm., 114 Ohio St. 3d 305, 2007-Ohio 4164, the Applicant's Date Certain, 
Deferred Fuel Regulatory Asset balance and the Applicant's Date Certain, Accumulated 
Deferred Income Taxes balance (associated with the Deferred Fuel Regulatory Asset 
above) was reduced to zero and excluded from Rate Base. The Staffs summary of 
these adjustments Is presented on Schedule B-6 (line 9 and line 125). 

The mechanism to recover certain increased fuel costs Incurred during the 2006-2008 
timeframe Is the subject of review in Case No. 07-1003-El-ATA and Case No. 07-1004-
EL-AAM. These cases are currently pending before the Commission. 
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ALLOCATIONS 

The process of jurisdictional allocations for plant in service, depreciation reserve, and 
operating income has been drastically simplified by the corporate reorganizations 
undertaken subsequent to the legislation providing for industry restnjcturing. With only 
a few exceptions, the generation and transmission assets previously owned by the 
Company have been transferred to unregulated FirstEnergy affiliates. Therefore, most 
rate base and operating income accounts are either 100% jurisdictional or 100% non-
jurisdictional. For those accounts for which allocations are necessary (such as 
administrative and general expenses or balances for various employee benefits), 
allocation factors have been constructed as the weighted average of accounts which 
are themselves either 100% or 0% jurisdictional. 

The Staff reviewed the Applicant's working papers supporting the proposed allocation 
factors, the methods and the calculations used in their derivation, and the supporting 
source documents. The Staff is of the opinion that the allocation factors proposed by 
the Applicant are appropriate and reasonable for the purposes of this proceeding. 

OPERATING INCOME 

The Applicant's test year operating income combined three months of actual data for the 
period March 1, 2007, through February 29, 2008, with nine months of forecast data for 
the period June 1, 2007, through February 29, 2008. The Staff adjusted the Applicant's 
test year operating Income as required to render It appropriate as a basis for setting 
rates. 

The Staffs proforma operating income is the Staffs adjusted test year operating Income 
modified to reflect the Applicant's proposed Increase In revenues and the associated 
increases in uncollectible accounts expense, commercial activities taxes, and federal 
income taxes. 

Schedules C-1 and C-2 present the Staffs determination of operating Income. The 
calculations, methodologies, and rationale used to develop the Staffs adjusted 
proforma operating Income are detailed on Schedules A-1.1, C-1.1, C-3.1 through C-
3.18, and C-4. 

9 
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Proforma Adjustments 

Schedule C-1.1 sets forth the Applicant's proposed Increase In distribution operating 
revenues and affected expenses. The Increase In revenues is the combined result of 
the increase in base revenues created by the Applicant's proposed tariffs and an 
increase for bad check and reconnection charges. Further discussion of the Applicant's 
proposed revenue increases can be found In various other sections of this report. 
Associated Increases In uncollectible accounts expense, commercial activities taxes, 
and federal income taxes are also summarized on this schedule. 

Current Adjustments 

Base Revenue 

The Applicant and the Staff adjusted current base revenues to annualize test 
year sales volumes using the most recent rates granted by the Commission, 
weather nomialized sales volumes, and customer grovrth. Moreover, the 
Applicant and Staff also adjusted current revenue by deducting other 
miscellaneous current revenues from Schedule E-4 (current). The Staff also 
adjusted the Applicanfs Schedule E-4 current revenues by adding employee 
discounts back. Staff Is of the opinion that this employee benefit should be 
reflected as an expense. Staffs adjustment Is presented on Schedule 3.1. 

Labor Annualization 

The Applicant annualized test year labor expense to reflect estimated employee 
and wage levels expected for the end of the test year. The Applicant included in 
Its labor expense estimate payroll costs Including straight time labor, overtime 
labor, and Incentive compensation. Also included are allocated costs for shared 
services provided by FirstEnergy Service Co. employees. 

The Staff annualized test year labor expense to reflect the average employee 
levels for the six month period ending with August 2007 for both CEI and FE 
Service Co. Wage rates for non bargaining employees Include a 3.5% annual 
wage Increase to be effective February 1, 2008. Wage rates for bargaining 
employees include a 3.5% annual wage increase effective May 1, 2007. Test 
year labor expense also Includes incentive pay at 6% of straight time pay for 
bargaining employees and 12% of straight time pay for non bargaining 
employees. Test year labor also Includes a three-year average expense for 
bonus pay and severance pay. The Staffs adjustment Is shown on Schedule C-
3.2. 

10 
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Miscellaneous Expense 

The Staff adjusted test year operating expense to exclude advertising costs 
associated with public relations and goodwill in Accounts 923, Outside Services 
Employed and 930.2, Advertising Expense; a loan amount that was incorrectly 
charged to Account 903, Customer Record and Collection Expense; and 
amounts charged to Account 514, Steam - Maintenance Miscellaneous Steam 
Plant, for expenses incurred for security and other maintenance costs associated 
with a plant that was retired prior to the transfer of assets to non-regulated 
generation. The Staff also adjusted operating expense to exclude the 
expenditures incurred for various sporting events and golf outings in Accounts 
593, Maintenance of Overhead Line and 921, Office Supplies and Expenses. 
Applicant was able to provide the Staff actual expenditures for sporting events for 
the months of March through May; however, specific sporting events are not 
budgeted for individually, making it virtually impossible to determine the 
forecasted amounts for specific events. Therefore, the Applicant provided the 
actual expense amounts for the calendar year 2006 and stated that they would 
provide an accurate representation of test year expenses. Staff concurs and 
eliminated these identified costs from test year expenses. The Staffs adjustment 
is presented on Schedule C-3.3. 

Depreciation Expense 

Depreciation expense is adjusted to reflect the Staffs recommended depreciable 
plant in service as of the date certain. This adjustment Is presented on Schedule 
C-3.4 with the supporting calculations shown on Schedule B-3.2. Further 
discussion on depreciation can be found in the Rate Base Section of this report. 

Regulatory Assets Amortization 

The Applicant and the Staff proposed adjustments to test year operating 
expenses to reflect the amortization of deferred amounts associated with fuel, 
distribution reliability, transition taxes, line extensions, and demand side 
management. The Applicant estimated deferred balances for these items 
through the end of the rate stabilization period, December 31, 2008, and 
proposed to amortize the estimated deferred amounts. The Staff amortized the 
date certain balances of these items with the exception of deferred fuel. 

Consistent with the recommendation in the rate base section of this report, the 
Staff did not propose an amortization adjustment for deferred fuel in this 
proceeding as a result of the Ohio Supreme Court ruling In Elyria Foundry Co. v. 
Pub. Util. Comm., 114 Ohio St. 3d 305, 2007-Ohlo 4164. The Staffs 
adjustments are shown on Schedule C-3.5. 

11 
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Pension and Otiier Post-Retirement Employee Benefits (OPEB) Expense 

Both the Staff and the Applicant adjusted test year pension and OPEB expenses 
to eliminate the effect of financing and other non-service related expenses. The 
adjustment also adjusts for the difference between the test year budget expenses 
for pension and OPEB and the test year budget amounts for ongoing service 
costs of the operating Company. The Staffs adjustment can be found on 
Schedule C-3.6. 

Social and Service Club Dues 

Both the Staff and the Applicant adjusted test year operating expenses to 
eliminate social and service club dues. The Staffs adjustment is shown on 
Schedule C-3.7. 

Federal Income Taxes 

The Staff computed test year federal income taxes to reflect the recommended 
adjustments to operating revenues and expenses. The Staffs federal income tax 
computation reflects inter-period interest allocation and the normalization of tax 
accelerated depreciation and other tax-to-book timing differences. 

Schedule C-3.8 shows the calculation of the federal income tax adjustment. 
Schedule C-4 shows the detailed calculation of federal Income taxes. 

Reclassification of Assessments 

The Staff reclassified test year PUCO and OCC assessments from operation and 
maintenance expense to taxes other than income. The Staffs reclassification 
adjustment is shown on Schedule C-3.9. The Staffs calculation of PUCO and 
OCC assessments Is shown on Schedule C-3.9, 

Taxes Other Than Income Taxes 

Taxes other than income taxes were adjusted to reflect the proper base and the 
latest known tax rates. For example, property taxes were computed by applying 
the latest known property tax rate to the property valuation at date certain, 
F.l.C.A. taxes were calculated based on test year adjusted payroll and so forth. 
Schedule C-3.10 provides a summary of the calculated taxes and the resultant 
tax adjustment. The supporting calculations are provided on Schedules C-3.10a 
through C-3.10g. 
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Vehicle Lease Costs 

The Staff and the Applicant adjusted the test year to annualize the increase in 
vehicle lease cost. The Staffs adjustment Is shown on Schedule C-3.11. 

Uncollectible Expense 

The Applicant's test year uncollectable expense account is based on total 
Company revenues, such as generation, transition and transmission. Staff 
calculated the uncollectable expense using a ratio based on the jurisdictional 
operating revenue components and the total uncollectable expense provision. 
The Staffs adjustment is presented on Schedule C-3.12. 

Amortization Associated with Deferred Tax Balance True-up 

The Applicant conducted a preliminary study to determine the appropriate 
accumulated deferred income tax balances related to distribution property. The 
Applicant proposes an amortization of the differential between booked balances 
and those determined through the study over the net plant balance average life 
remaining. The Applicant proposes 100% allocation factor of the amortization 
amounts. The Staff is Investigating the calculation of the deferred income tax 
balances and waiting for final approved balances. In the meantime, the Staff has 
included the estimated amortization amounts in the revenue requirements until 
the final amounts have been determined. The Staff also utilized the accelerated 
vs. book deprecation jurisdictional allocation factor to allocate Its adjustment as 
shown on Schedule C-3.13. 

Advertising Expense 

Both the Staff and the Applicant adjusted test year operating expenses to remove 
expenses related to promotional advertising. The Staffs adjustment is presented 
on Schedule C-3.14. 

Other Operating Revenue and Distribution Expense 

The Staff adjusted account 456- Other Electric Revenue, to remove the annual 
ATSI lease revenue for the reasons detailed In the Staffs plant In service text. 
Staffs adjustments are shown on Schedule C-3.15. 
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Reclassification of Interest on Customers' Deposits 

Consistent with the treatment of customers' deposits as an offset to the 
Applicant's rate base, the Staff reclassified the associated interest expense to 
operating expenses. The Staffs adjustment Is on Schedule C-3.16. 

Rate Case Expense 

The Staff used the Applicant's estimated rate case expense of $447,000 for this 
proceeding, for all three operating companies and the service Company. The 
Staff amortized the expense over a three-year period. The Staffs adjustment 
can be found on C-3.17. 

The Staff recommends that the Commission review the Applicanfs revised 
estimate of rate case expense which should be submitted as a late filed exhibit 
before making a final determination of the appropriate level of rate case expense 
for use in this proceeding. 

Forfeited Discounts Revenue 

The Staff adjusted test year forfeited discounts revenues to reflect the Staffs 
adjustment to operating revenues. Staffs adjustments are shown on Schedule 
C-3.18. 
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RATE OF RETURN 

The Staff believes that a rate of return In the range of 7.90% to 8.35% Is fair and 
reasonable. The recommended rate of return was developed using a corporate 
consolidated cost of capital approach, which reflects a market-derived cost of equity, 
the Applicanfs embedded cost of long-term debt and preferred stock, and the 
embedded capital structure. See Schedule D-1. 

Capital Structure 

The Applicant, Ohio Edison Company, Is a wholly-owned subsidiary of First Energy 
Corporation which Is a publicly traded, public utility holding company. As a result, the 
Staff used First Energy Corporation's consolidated capital structure to estimate a rate of 
return for the Applicant. Substituting the parent company's capital structure for the 
wholly owned subsidiary Is legitimate as parent and subsidiary capital structures would 
be equivalent under a regimen of efficient capital budgeting, and capital costs could not 
be separated for each corporate entity. The Staff used the consolidated capital 
structure of the First Energy Corporation, from Applicanfs Schedule D-1 A, In the rate of 
return determination. 

Cost of Long Term Debt 

The Staff employed the embedded cost of long term debt of First Energy Corporation, 
as of May 31, 2007, on a parent-consolidated basis, from Applicanfs Schedule D-3A. 
In the calculation of the weighted cost of debt, the annual Interest Is divided by the 
carrying value. The debt calculation Includes the effect of unamortized debt expense, 
unamortized discount or premium on sale, and unamortized gain or loss on 
reacquisition on both the interest cost and the carrying value. Staff utilized the 
embedded cost of long term debt of 6.22% on Schedule D-1. 

Cost of Common Equity 

The Staff considered a group of utilities which are representative of the industry for 
purposes of cost of equity estimation. This group consists of companies publicly traded 
on the New York Stock Exchange, and are categorized In the sectors of electric utilities, 
gas distribution utilities, and gas and electric utilities. These companies have market 
capitalizations of greater than $1.5 billion, and have Value Line betas of one or less. 
Applying further criteria enabled Staff to select the following comparable group of 
twenty-three: 
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Companv Name 
AGL Resources, Inc. 
Atmos Energy Corporation 
CenterPoint Energy, Inc. 
Consolidated Edison, Inc. 
Constellation Energy Group, Inc. 
DPL Inc 
DTE Energy Company 
Energen Corporation 
Entergy Corporation 
Exelon Corporation 
FirstEnergy Corporation 
FPL Group, Inc. 
MDU Resources Group, Inc. 
National Fuel Gas Company 
OGE Energy Corporation 
Piedmont Natural Gas Company, Inc. 
Pinnacle West Capital Corporation 
Public Service Enterprise Group Inc. 
Questar Corporation 
The Southern Company 
WGL Holdings, Inc. 
Wisconsin Energy Corporation 
Xcel Energy Inc. 

Ticker 
ATG 
ATO 
CNP 
ED 
CEG 
DPL 
DTE 
EGN 
ETR 
EXC 
FE 
FPL 
MDU 
NFG 
OGE 
PNY 
PNW 
PEG 
STR 
SO 
WGL 
WEC 
XEL 

Staff believes this group possesses risk characteristics roughly corresponding to that of 
the business function of providing distribution energy utility service to retail customers. 
The Staff has explicitly not considered any additional risk factors relating to provision of 
electric generation service, Inasmuch as FirstEnergy's proposed auction plan is 
designed to relieve the Company of such risk. 

The Staff employed a cost of equity estimate for the comparable group companies that 
are the average of their capital asset pricing model (CAPM) and discounted cash flow 
(DCF) derived estimates. In calculating its CAPM cost of common equity estimate, the 
Staff employed the average of the Value Line betas, being .85 and the Ibbotson^ 
derived spread of arithmetic mean total returns between large company stocks and long 
term government bonds (I.e., "risk free return"; 6.5%). These were used in the CAPM 
formulation with the weighted average of 10 year and 30 year weekly closing Treasury 
yields for the period from September 18, 2006 through September 10, 2007. The 
weighting was done In a manner that emphasized later quarters to a greater degree. 

' * Ibbotson Associates 2007 Yearbook: Stocks. Bonds. Bills and Inflation: Valuation 
Edition 
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The averaged 10 year yield is 4.76%. The averaged 30 year yield Is 4.93%. These 
average to 4.85%. This was added to the product of the beta and the 6.5% spread, 
and resulted in a CAPM cost of equity estimate of 10.39%. See Schedule D-1.3. 

In calculating Its DCF cost of common equity estimate, for each comparable company, 
the Staff employed the annual average stock price, the sum of the last four quarterly 
declared dividends, estimates of the expected rate of growth of earnings, and generic 
issuance costs related to the external equity financing. The stock price employed is the 
average weekly closing price for the period from September 18, 2006 through 
September 10, 2007. 

The DCF model assumes that earnings growth and dividends growth are the same. 
The Staff averaged earnings per share estimates from Reuters, Yahoo, MSN, and 
Value Line to get DCF growth estimates for each company. See Schedule D-1.2. The 
Value Line average incorporates both the explicit long-range earnings estimate shown 
in the "box" and the implicit continuous growth rate calculated from the estimates of 
earnings per share. 

For the Staffs determination of DCF cost of equity, a non-constant DCF growth rate 
was assumed. Dividends were assumed to grow at a rate derived from financial 
analysts' growth estimates for the first five years. The Staffs DCF growth estimates 
were used for the first five years, as they are averages of estimates from various 
investor news services. From the twenty-fifth year on, the growth rate was assumed to 
equal the long-term growth rate in GNP. For the sixth through twenty-fourth years, 
dividends vary between the two rates in a linear fashion. The long-term growth rate in 
GNP was the average annual change In GNP from the U. S. Department of Commerce 
for 1929 through 2005. See Schedule D-1.4. 

Based on long-term GNP growth, the respective company DCF growth estimate and 
dividend, a stream of annual dividends was calculated. The internal rate of return 
derived from the dividend stream and the stock price was used for Staffs non-constant 
growth DCF cost of equity estimate. 

The comparable group non-constant DCF cost of equity estimates average 10.29%. 
When averaged with the 10.39% CAPM estimate, the result Is 10.34%. See Schedule 
D-1.2. Using a 100 basis point range of uncertainty, the cost of equity estimate 
becomes 9.84% to 10.84%. See Schedule D-1.1. To provide for this return, allowance 
must be made for issuance and other costs, as shown on Schedule D-1.1, resulting In 
an adjustment factor of 1.02288. Applying this factor to the baseline cost of common 
equity range, results In a recommendation of 10.06% to 11.09%. 
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RATES AND TARIFFS 

By Its application In Case No. 07-551-EL-AIR, et al, Ohio Edison requests authority to 
modify Its electric distribution service tariffs, schedules, rates and charges applicable to 
service under direct Commission jurisdiction. 

The Commission Staff has investigated the rates and tariffs matters proposed by the 
Applicant. The results of that investigation are herein reported. It Is the Intent of Staff to 
provide analysis with regard to the acceptability and reasonableness of the rules, 
regulations, terms, conditions, and revenue recovery mechanisms contained in the 
proposed tariffs. The proposals made by Staff may require adjustments based on the 
revenue authorized by the Commission in these proceedings. 

In its analyses, Staff utilizes various documents provided by the Applicant (the Notice of 
Intent To File of May 8, 2007; the Original Filing of June 7, 2007; the Update Filing of 
August 6, 2007; and ihe responses to data requests issued by Staff), as well as formal 
and informal discussions with various Company personnel. When applicable, Staff will 
Identify the source documents utilized in its analyses. Because of the use of various 
source documents, some of the figures used In this section (e.g. current revenue, 
proposed revenue, increase requested) may not exactly match the numbers used in 
determining the revenue requirement In other sections of this report. The Staff of the 
Rates and Tariffs Division has, however, utilized the documents to best-reflect the 
reasonableness of its recommendations 

TARIFF ANALYSIS 

Electric Service Regulations 

In general, FirstEnergy has proposed to modify the Electric Service Regulations of the 
current tariffs of Ohio Edison, The Cleveland Electric Illuminating Company and The 
Toledo Edison Company so that they are consistent. To describe every individual 
proposed modification to each Company's tariffs would not be efficient. The following 
analysis Is presented In the fonn of an "exception" report. Including Staffs (of the Rates 
and Tariffs Division of the Utilities Department and the Investigation and Audit Division 
of the Service Monitoring and Enforcement Department) recommended "fix." Unless 
otherwise noted. Staff recommends approval of the other proposed provisions. 
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Section I - General Provisions 

The Applicant is proposing to delete the language that tells customers where they can Inspect 
copies of the Electric Service Regulations and the Schedule of Rates. The Applicanfs 
rationale for this proposed change Is that tariffs are available in multiple locations. Staff is of 
the opinion that the Applicant should not delete this language, but should modify It to include 
the other locations and sources in which these tariffs are being made available. 

Section II - Applications and Contracts 

(E): This language was previously located in Section 11 A. The Applicant also 
modified this language to include a distinction between Same Day Connection 
and Re-Connection Charges. Although Staff agrees with this proposed change, 
the proposed language could be easier understood by customers if it read: 

"If the customer requests service for the same day on which the request has 
been made and the service Is presently not connected, the Company will charge 
the customer the Same Day Connection Charge pursuant to the Company's 
Tariff Sheet 75, Miscellaneous Charges. This fee may be charged at the time of 
the request or charged with the customer's next monthly billing, at the 
Company's discretion, and only If the Company provides the service on the same 
date requested. (The Same Day Connection Charge does not apply to requests 
for reconnection after nonpayment which is governed by Electric Service 
Regulations, Sheet 4, Section XI, Paragraph D)". 

Section III - Creditworthiness and Deposits 

(A): This section states that "customers are required to establish creditworthiness, 
which may Include a deposit, as a condition to furnishing or continuing to furnish 
service". Staff believes that since customers are required to establish 
creditworthiness, this section should include language that either states all the 
options to establish credit or references the rule governing the establishment of 
credit. Staff recommends that this section should read: "Customers are required 
to establish creditworthiness In accordance with the provisions of 4901:1-10-14, 
O. A.C., which lists options for satisfying this requirement, which must be met as 
a condition to furnishing or continuing to furnish, service". 

(B): This paragraph Incorrectly cites Chapter 4901:1-17 of the Ohio Administrative 
Code (O.A.C.) as a reference on how interest will be paid on the deposit. The 
reference should be Chapter 4901:1-10-14 (J), O.A.C. 

19 



FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, et al. 

Section V - Rate Schedule Alternatives 

(A): Staff recommends the last sentence In the paragraph be removed. The last 
sentence states, "No refund will be made representing the difference in charges 
under different rate schedules applicable to the same class of service". This tariff 
appears to violate the Commission ruling In White Plastics v. Columbus Southern 
Power, Case No. 83-0650-EL-CSS. This case held that a Company may owe 
refunds to a customer for placing that customer on the wrong rate schedule if the 
customer makes an inquiry regarding its rates and the Company falls to properiy 
Investigate the customer's rate. 

Section VI - Billing and Payment 

(D): The Applicant Is proposing to delete the current language "the Company's filed 
tariffs and Its Standard Rules and Regulations, as are applicable to that 
customer, provided that such transfer of a final bill shall not be used to 
disconnect service to a residential Customer who is not responsible for such bill. 
This provision shall not be construed to permit disconnection of a residential 
account for an unpaid final bill at such a second location if the customer initiated 
another such account at least ninety (90) days prior to termination of service to 
the account for which the final bill was rendered." Staff recommends the 
Applicant should not delete this language. 

(I): This is new language being proposed by the Applicant. Staff feels this section 
would read clearer to customers if specific dates were being used instead of 
terms such as "billing portion 9 meter readings in mid-June". Staff is 
recommending the Applicant use specific dates in this proposed language. 

Section VII - Service Connections and Line Extensions 

The issue of cost recovery for line extensions was a significant issue in the electric 
transition plans. The Issue was ultimately resolved via a series of Commission-
approved stipulations In Case No. 01-2708-EL-COI. For FirstEnergy, the cost recovery 
mechanism was a blend of up-front capital payments, periodic customer payments, and 
deferrals as regulatory assets. The stipulation was Intended to be a "stop-gap" measure 
to allow the Company a cost recovery mechanism during the time its distribution rates 
were frozen. 

In Case No. 07-551-EL-AIR, the Applicant proposes to continue only the up-front 
payments concept. It proposes the following: 
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Residential: 
Standard Single Family $300 ($100 if geothermal) 
Non-Standard Single Family $300 + 100% of the cost > $5000 
Multi Family Installation $100 per unit 

General Service 40% of the cost 
Transmission Installations 100% of the cost I 

The distribution rate freeze ends with the outcome of this case. While Staff is not 
adverse to an up-front payment as one of the cost recovery mechanisms, it 
recommends a slightly different approach. Staff proposes the following: 

Standard Single Family $100 ($50 if geothermal) 
Non-Standard Single Family $200 + 100% of the cost > $5000 
Multi Family Installation $50 per unit 
General Service 40% of the cost 
Transmission Installations 60% of the cost 

Staff further recommends that for the non-standard single family costs exceeding 
$5000, the customer be offered a monthly extended payment option (including Interest) 
of up to four years. 

Section VIM - Use of Service 

(D): This section would require customers who want parallel interconnection with the 
Company's distribution system to pay for a dedicated telephone line for an 
Interval meter. To make this section consistent with the requirements of Rule 
4901:1-28 (C), Staff recommends that the following sentence be added stating 
that: "The requirement for a dedicated telephone line does not apply to service 
for net metering" 

Section IX - Meters, Transformers and Special Facilities 

(A): Staff recommends the proposed language "by the customer at his expense in 
accordance with the Company's standards" be replaced with "consistent with the 
Company's standards, by the customer at the customer's expense". 

(B): Staff recommends the language "for any reason whatsoever" be removed. 

(C): The language In this paragraph which reads, "the period specified in Chapter 
4901:1-10 of the O.A.C", would force the customer to look in a different place to 
determine the time period during which the customer Is allowed one free meter 
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test. Staff recommends that the above mentioned language be replaced with: "a 
36 month period". 

(F): Staff recommends the proposed language "In the sole discretion of the 
Company" be replaced with the current tariff language "subject to the approval of 
the Company". 

(G): This paragraph advises the customer of the Company's right to access a 
customer's premise. Staff believes this provision should also state the 
customer's right to request the employee to provide Company ID as required by 
Rule 4901:1-10-13, CA.C. 

(G): The second paragraph concerns failure to grant access by a customer or 
landlord and states "If a customer or a landlord falls to grant access for reasons 
described above, and judicial redress is necessary to secure such access, . . ,". 
Staff believes the term "judicial redress" should be changed to "court order", 
which Staff believes Is easier for a customer to understand. 

(G): The second sentence of this section's second paragraph concerns what the 
Company may collect if judicial redress is necessary and states "This would 
Include, without limitation, any court costs and attorney's fees, which may be 
added to an account of the customer or if applicable, the landlord, and shall be 
due with the current charges on that account". The tariff, as It currently reads, 
would allow the Company to charge court costs and attorney fees to the 
customer even if the Company was unsuccessful In litigation against the 
customer. Staff recommends that the Company only be allowed to add court 
costs and attorney fees to a customer or landlord's bill when a judicial officer 
awards the Company those costs and fees. Staff also recommends replacing the 
word "may" with the word "would" in the second sentence of the second 
paragraph. 

Section X - Customer's Wiring, Equipment and Special Services 

(A): Staff recommends that this paragraph ,cite the specific rule and not just the 
chapter regarding the requirement for Inspection on a new service installation. 
Chapter 4901:1-10 is a very large chapter, which has no section titled 
"Installation". These circumstances would make it difficult for a customer to find 
the specific rule pertaining to this paragraph. Staff recommends that the words, 
"Rule 4901:1-10-05 (E) replaces the words "Chapter 4901:1-10", in this 
paragraph. 
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Section XI. Collection of Past Due Bills and Disconnection of Service 

(B): Field Collection Charge - Staff recohimends that the Company add language that 
will limit the number of times the Company can assess this charge for a 
delinquent account. Staff recommends the following language be added: "The 
Company shall not charge this fee more than once prior to either collecting the 
delinquent amount or disconnecting the service". 

Tariff Structure 

As with the service regulations, FE has proposed to modify the structure of the 
distribution electric service schedules of Ohio Edison, The Cleveland Electric 
Illuminating Company and The Toledo Edison Company so that they are consistent. In 
doing so, the number of schedules has been reduced to eight: Residential (RS), 
General Service - Secondary (GS), General Service - Primary (GP), General Service -
Subtransmission (GSU), General Service - Transmission (GT), Street Lighting (STL), 
Traffic Lighting (TL) and Private Outdoor Lighting (POL). For example, OE currently 
has seven Residential Rate Sheets In effect. In this application, that number has been 
reduced to one. The significant tariff structure modifications not only create occasional 
anomalous results to individual customers, but also create problems in Staffs traditional 
comparisons of "current" to "proposed." Those problems will be addressed in the 
applicable section of this report. 

The current tariff structure has evolved through the years as the individual components 
have been requested by the Company and approved as reasonable, at the time, by the 
Commission in various rate and tariff proceedings. In recent years Staff and the 
Applicant have had informal discussions regarding the need to reduce the number of 
schedules, simplify the rates and have a consistent tariff format for the three FE 
operating companies. The four proposed General Service schedules are voltage-based. 
Customers receiving like services should be facing the same charges and provisions. 
Therefore, as a whole, Staff finds that the proposed structure is a reasonable reflection 
of distribution-related costs and recommends the structure be approved. 

REVENUE DISTRIBUTION AND RATE DESIGN ANALYSIS 

Rate and Revenue Guidelines 

General guidelines or objectives are followed in Staffs review of rate schedules and 
design. The applicable schedules should provide the utility the opportunity of 
recovering an authorized revenue. The various schedules should represent a 
reasonable distribution of revenue between and among the various customer groups. 
The particular schedules should be equitable and reasonable, should provide for 
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customer understanding and continuity of rates, and should cause minimal customer 
Impact. When employing these standards to develop and design rates, the results 
should be understandable to all the customers billed under the schedule. 

Rate design criteria are to be viewed as a package. In that they are Interrelated. 
Although each Item can be separately Identified and applied to rate schedule 
determinations, no single standard is overriding in determining proper rate design. The 
rate schedules which comprise a particular utility's tariff should provide for recovery of 
expenses found proper in the course of a regulatory proceeding. If the rate schedule is 
designed on the basis of cost causation. It will provide for expense recovery in the long 
term, given changes in the customer consumption characteristics. Normally, and to the 
extent sufficient Information Is available, cost of service studies and related expense 
analyses are necessary to determine the appropriate level of revenue to be generated 
and the appropriate recovery of such revenue. 

The rate schedules should be designed to be equitable and reasonable to the 
customers served pursuant to their applicability. This criterion involves several 
considerations. The rate schedules should, to the extent practicable, be predicated 
upon the cost associated with a particular service rendered. Customers receiving like 
services should be facing the same charges and provisions. Also, differences In 
applicable charges should be representative of differences In costs. 

From a practicable rate design standpoint, absolute equality between costs and 
revenues may be difficult to achieve in the short term. While It may be viewed as 
equitable to set rates at cost, if there is a substantial divergence from the current rates, 
the resulting Impact on individual customers may be viewed as unreasonable. While 
desiring cost supported charges. Staff considers such items as resulting typical 
customer billings and resulting revenue increases which would necessarily occur. 
These tests help provide benchmari<s with regard to reasonableness of charges In rate 
forms. While it is the Staffs position that rate schedules reflect costs, it is also 
important to consider the continuity associated with current and proposed pricing 
structures. This may result In movement towards more closely aligning revenue with 
costs rather than an absolute match at a particular time period. 

In summary, electric rates should: 
• Be predicated on costs 
• Be fair, equitable and reasonable 
• Provide for customer understanding 
• Cause minimal impact (sometimes called "gradualism") 
• Provide continuity in pricing structures 
• Provide the utility the opportunity to recover an authorized revenue by providing 

for the recovery of costs found proper in a regulatory proceeding 
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To this list might be added: 
• Promote conservation 
• Promote energy efficiency 
• Promote economic development 
• Promote the energy policies of the State 

The preceding paragraphs in this section are "boilerplate," in that they are used, in one 
form or another, In all rate-related Staff Reports. The standards are true and they are 
important. Each of the standards has value. They are, however, subjective, and it is 
generally impossible to fully accomplish them all. Sometimes one standard (the most 
obvious being that the rates must provide the utility with the opportunity to recover Its 
authorized revenue requirement) supersedes, to a degree, the others. Sometimes the 
standards are in conflict (e.g. In this application, the standard for cost-based rates and 
the standard for providing for customer understanding conflicts with the need to provide 
continuity in pricing structures). 

From discussions with the Company, and from the application and supporting 
testimony, it is apparent to Staff that the Applicant, in its proposal, has taken the 
standards Into consideration. It Is also apparent that, while this is a "distribution" rate 
case, the Applicant has placed an emphasis on the rate Impacts, as proposed in the 
application, on "total" bills (Including "generation" and "transmission" rates, and also 
including the Impact of the elimination of the Regulatory Transition Charges). Staff does 
not find this to be an unreasonable approach; but, it does have its limitations, as will be 
later discussed. 

Cost of Service Analysis 

Cost of service studies approximate the costs incurred by an Applicant in providing 
service and identifies the cause of the costs. These are determined by assigning the 
costs to the customer class relative to what each class Imposes on the system. There 
are several steps Involved, as listed below: 

• Functionalization: The separation of costs according to production, transmission 
or distribution function. 

• Classification: The separation of costs as being customer, demand or energy 
related. Customer costs are independent of customer usage characteristics and 
are costs which are associated with customer service connections to the system 
and vary with the number of customers served. Demand and capacity costs are 
those expenses which vary with the rate In which the service is used, such as the 
cost of meeting peak demand. Energy costs are the costs which vary according 
to the volume of energy consumed, or the customer's kilowatt-hour consumption. 
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• Allocation: The last step is the allocation of costs to each customer class. This 
is determined by a combination of the number of customers, class demands, and 
energy usage. 

The Cost of Service Study filed by the Applicant is an embedded fully allocated cost of 
service study by rate class for the test period ended February 29, 2008, as adjusted. 
The Cost of Service Study first functionalizes items such as plant investment, operating 
expenses and taxes between the distribution function and to "all other." These costs 
are then classified as customer, demand or energy related. Next, those costs that have 
been determined to be distribution-related are allocated to the various customer 
classes. Finally, the Cost of Service Study calculates the revenue responsibility of each 
class required to generate the recommended rate of return. 

The Applicant further delineated distribution plant costs by sub-functionalizing assets 
through the identification and separation of primary and secondary voltages. The 
voltage peaks are based on the average of three summer coincident voltage peak 
months (June, July, August). The allocation factors were developed based on 
customer, energy and demand statistics for the test period. These costs were then 
classified as customer, energy or demand-related. 

Cost of service studies are subjective, especially the allocation of costs to customer 
classes. Staff, admittedly, did not do a line-by-line review of each expense and rate-
base-related Item. From Its analysis. Staff concluded that the Applicant generally 
followed acceptable allocation guidelines (e.g. the National Association of Regulatory 
Commissioners Electric Utility Cost Allocation Manual). The cost of service study 
results are, of course, considered by Staff In developing its recommendations; but, by 
no means, are they the sole consideration. 

Revenue Distribution 

The allocation of the authorized revenue requirement between and among the various 
customer classes Is of obvious Importance. Just as the rates, in total, must give the 
utility the ability to recover Its authorized revenue requirement, so must the rates in a 
particular schedule give the utility the opportunity to recover the revenue authorized for 
that schedule. Traditionally, Staff presents tables which compare "current revenues." by 
class to "proposed revenues" (both Applicant-proposed and Staff-proposed), by class. 
As previously discussed, the Applicant has proposed (and the Staff has accepted) a 
significant tariff restructuring. Thus, the traditional presentation by Staff becomes 
somewhat convoluted. 

Therefore, Staffs analysis (including the current. Applicant-proposed and Staff-
proposed revenue distribution) is presented In Table 1. In this Table, the current 
revenues (tariff revenues only) are taken from the Applicanfs cost of service study 
(Exhibit E-3.2) and the proposed revenues (less miscellaneous charges) are taken from 
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the updated filing (Exhibit E-4, as supported by Exhibit E-4.1). While these revenues 
may not exactly match the current and proposed revenues in the application. Staff finds 
that they are appropriate for its analysis of the revenue distribution. It is also important 
to note that the Staff-proposed revenue, in total, is designed to match the Applicant-
proposed revenue, In total. This Is not a recommendation, in any way, that the 
Applicanfs proposed revenue requirement be approved. It is done only for illustrative 
and comparison purposes. 

The Table reflects Staffs proposed modifications to the revenue distribution at the full 
proposed revenues. Adjustments have been recommended to the revenue assigned to 
the General Service schedules and the Private Outdoor Lighting schedule to better 
reflect costs 
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Table 1 

TABLE 1 
Proposed Schedules 

Rate Base 

NOI 

Current Rale of Return 

Current ROR Index 

NO! Levelized 

Change in NOI 

Change in Current Rev 

Current Tariff Revenue 

Current Rev to Levelize 

Proposed Rev 

% Increase 

Applicant Proposed Rev 
Rev Dist 
App Proposed Increase 
Distribution of Pro Incr 
App Proposed % Increase 

Staffproposed Rev 
Rev Dist 
Staffproposed Incr 
Disl of Staff-proposed Incr 
Staffproposed lncr% 

NOI Levelized at 8.3630% 
Curent NOI 
Change in NOI 
Change in Rev 
Levelized Proposed Rev 

Total 
Retail RS GS GP GSUB GT TL 

1,628,182 

36.861 

2.26% 

1.00 

36.861 

0 

0 

486,914 

486,914 

646,864 

32.85% 

646,864 
100.0% 
159,950 

100.00% 
32.85% 

646,864 
100.00% 
159,950 

100.00% 
32,85% 

136,165 
36,861 
99,304 

159,951 
646,865 

RS Residential 

993,662 

26,262 

2.64% 

1.17 

22,496 

-3,766 

-6,066 

308,155 

302.089 

397.677 

29.05% 

397,677 
61.5% 
89,522 
55.97% 
29.05% 

397,677 
61.48% 
89,522 

55.97% 
29.05% 

83.100 
26.262 
56,838 
91,550 

399,705 

GS General Sei^ice Secondary 
GP General Service Primary 

433,889 

9539 

2.20% 

0.97 

9.823 

284 

457 

119,322 

119.779 

173,454 

45.37% 

173.454 
26.8% 
54.132 

33.84% 
45.37% 

170.685 
26.39% 
51,363 

32.11% 
43.05% 

36.286 
9.539 

26.747 
43.082 

162.404 

GSUB General Service Subtransmission 
GT General Service Transmission 
TL Traffic 
SL Street 

Lighting 
jghting 

POL Private Outdoor Lighting 

75,960 

903 

1.19% 

0.53 

1.720 

817 

1,315 

25,372 

26,687 

33,315 

31.31% 

33,315 
5.2% 
7,943 

4.97% 
31.31% 

34,000 
5.26% 
8,628 

5.39% 
34.01% 

6,353 
903 

5,450 
8,778 

34,150 

12,983 

435 

3.35% 

1.48 

294 

-141 

-227 

5,112 

4,885 

5.358 

4.81% 

5.358 
0.8% 

246 
0.15% 
4.81% 

6.000 
0.93% 

888 
0.56% 

17.37% 

1.086 
435 
651 

1.048 
6,160 

52,284 

-1945 

-3.72% 

-1.64 

1.184 

3.129 

5.039 

8,945 

13.984 

18.058 

101.88% 

18.058 
2.8% 
9.113 

5.70% 
101.88% 

19000 
2.94% 
10,055 
6.29% 

112.41% 

4.373 
-1.945 
6,318 

10,176 
19,121 

975 

15 

1.54% 

0.68 

22 

7 

11 

307 

318 

398 

29.64% 

398 
0.1% 

91 
0.06% 

29.64% 

398 
0.06% 

91 
0.06% 

29.64% 

82 
15 
67 

107 
414 

SL POL Conlract 
nclESiP 

24,726 

-364 

-1.47% 

-0.65 

560 

924 

1.488 

7,835 

9.323 

7.829 

-0.08% 

7.829 
1.2% 

-6 
0.00% 

-0.08% 

7,829 
1.21% 

-6 
0.00% 

-0.08% 

2.068 
-364 

2.432 
3.917 

11.752 

11,993 

424 

3.54% 

1.56 

272 

-152 

-246 

4,134 

3,888 

4,152 

0.44% 

4,152 
0.6% 

18 
0.01% 
0.44% 

4,652 
0.72% 

618 
0.32% 

12.53% 

1.003 
424 
579 
933 

5.067 

21.710 

1,592 

7.33% 

3,24 

492 

-1.100 

-1.773 

7.731 

5.958 

6.624 

-14.32% 

6.524 
1,0% 

-1.107 
-0,69% 

•14.32% 

6,624 
1.02% 
-1,107 

-0.69% 
-14.32% 

1,816 
1,592 

224 
360 

8,091 
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Staff Recommendation 

Applicant is proposing an increase in tariff-related base revenues of approximately 
$160,000,000. The analysis, however, is based on the inclusion of Deferred Fuel (per 
the Rate Certainty Plan, Case No. 05-704-EL-ATA). The Supreme Court has remanded 
this Issue to the Commission. Staff has made adjustments to its revenue distribution 
recommendations to reflect the exclusion of the deferred fuel component in Table 2. 

Table 2 

Fuel def RB 
NOI at 8.3630%: 
Assoc Rev: 

Tot 

146886 
12284 
19786 

RS GS 

53664 39397 
4488 3295 
7229 5307 

GP GSUB GT 

17524 
1466 
2361 

TL SL POL Con 

5074 
424 
683 

26962 
2255 
3632 

134 
11 
18 

745 
62 
100 

215 
18 
29 

3170 
265 
427 

Prev Staff 
Rec Rev.: 646864 397677 170685 34000 6000 19000 398 7829 4652 6624 

Adj Staff: 
Rec Rev: 
Current Rev: 
Increase: 
% Increase: 

627078 390448 165378 31639 
486914 308155 119322 25372 
140164 82293 46056 6267 
28.79% 26.71% 38.60% 24.70% 

5317 
5112 
205 
4.00% 

15368 
8945 
6423 
71.81% 

380 
307 
73 
23.76% 

7729 4623 6197 
7835 4134 7731 
-106 489 -1534 
-1.36% 11.83%-19.84% 

Adj incr.: 140164 82293 46056 6267 205 6423 73 -106 489 -1534 
Adj % of Incr: 100.00% 58.71% 32.86% 4.47% 0.15% 4.58% 0.05% -0.08%0.35%-1.09% 
Original 
Staff pro %: 100.00% 55.97% 32.11% 5.39% 0.56% 6.29% 0.06% 0.00% 0.32%-0.69% 

RS Residential 
GS General Service Secondary 
GP General Service Primary 
GSUB General Service Subtransmission 
GT General Service Transmission 
TL Traffic Lighting 
SL Street Lighting 
POL Private Outdoor Lighting 
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In the event that the deferred fuel component of this case is excluded and/or in the 
event the Commission authorizes revenues other than the requested revenue, Staff 
recommends that the Increase In tariff-based revenues, to the extent possible, be 
distributed as follows. 

Distribution of Tariff-Related Increases 

RS 
GS 
GP 
GSUB 
GT 
TL 
SL 
POL 
Contract 
Total 

Rate Design 

58.70% 
32.84 
4.45 
0.14 
4.56 
0.05 
0.00 
0.35 

(1.09) 
100.00% 

Changes have been made in all proposed schedules for "clean-up" purposes (e.g. 
removing the RTC charges, changing the name of the "customer charge" to "service 
charge", removing generation charges from the distribution tariffs), for "clarity" purposes 
and for "consistency" among the three operating companies. Unless othenwise 
addressed in this section, Staff recommends approval of the changes as proposed. 

Residential Service Schedule- RS 

Applicant proposes to simplify the residential distribution rates from multiple schedules 
to one uniform tariff design. In doing so, the resulting bills of customers on certain 
schedules have been rather drastically impacted. To mollify this Impact, the Applicant 
has proposed Rider RDC - Residential Distribution Credit. Staff recommends approval 
of the uniform tariff and the credit rider. 

In Ohio Edison's territory, there appears to be approximately 150,000 residential load 
meters (customers on current Rate 17 - Load Management). While Staff, at this time. Is 
not recommending that this rate be re-opened or extended In this application for an 
Increase In distribution rates. Staff requests that the Applicant provide an historic 
analysis of this schedule describing why it should not be continued as a load 
management tool. 

Applicant Is proposing a $4.00 Service Charge and a two-block energy charge. The 
second energy block (in excess of 500 kWh) is "Inverted" (i.e. higher than the first 
block). 
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Although traditional Staff analysis supports a higher fixed charge, FE has proposed a 
$4.00 Service Charge for each of the operating companies. Given the other complex 
Issues In this case. Staff recommends approval at this time, but puts the industry on 
notice that, in future proceedings, a higher Service Charge will probably be supported 
by Staff to better represent the fixed costs of distribution rate schedules. 

Staff, however, does not support or recommend the inverted energy block. The 
appropriate mechanism to promote conservation through rates is not the distribution 
component. Staff recommends a flat energy rate to best reflect costs. 

Applicant has also proposed a special metering provision offering a time-of-day meter 
option. Staff recommends approval. 

General Service Schedules - GS, GP, GSUB & GT 

Applicant proposes to simplify the general service distribution rates from multiple 
schedules to a voltage-based concept that better matches how the distribution system is 
designed and how customers physically take service. In doing so, the resulting bills of 
customers on certain schedules have been rather drastically Impacted. To mollify this 
impact, the Applicant has proposed Rider BDC - Business Distribution Credit. Staff 
recommends approval of the uniform tariffs and the credit rider. 

For each schedule, Applicant Is proposing a service charge and a capacity charge (and 
a reactive demand charge, if applicable) to reflect the infrastructure-based recovery of 
general service distribution charges. The GS schedule has a fixed charge for up to 5 
kW and a capacity charge for the remaining kW. Staff recommends approval of those 
structures. Also, for the GS schedule, the Applicant has proposed that for customers 
not having a demand meter and using over 1000 kWh per month, "measured demand" 
shall equal the kWh used divided by 200. Customers using under 1000 kWh shall have 
a 5 kW billing demand. While the factor of "200" appears to be reasonable (27.4% load 
factor), Staff requests the Applicant to address the rationale supporting this calculation 
in its testimony filed with its objections to the staff report. 

While testimony and Schedule E-3 reflects a two-year minimum contract term for 
customers on Schedule GT, the tariff sheet In Schedule E-1 reflects only a one-year 
minimum. This sheet should be corrected. 

Applicant has also proposed a special metering provision offering a time-of-day or an 
interval meter option for the General Service schedules. Staff recommends approval. 

Lighting Service Schedules - STL, TRF & POL 
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The lighting distribution schedules have been modified for consistency and simplicity. 
The unmetered service usage figures for billing purposes have been standardized. 
Street Lighting Service (Rate STL) reflects three plans: (1) company owned and 
maintained; (2) customer owned and maintained; and, (3) customer owned with limited 
company maintenance. Plan (3) is not available for new installations. Staff 
recommends approval of the proposed tariff structures, unless otherwise noted 

Rate POL Indicates that it Is available only for units in service as of December 31, 2008. 
Staff recommends that this provision be held In abeyance pending the outcome of Case 
No. 07-363-EL-ATA. 

There is also proposed language In Case No. 07-915-EL-ATA (regarding optional 
shielded light offerings), which Is still under review, that will have an impact on the street 
lighting and private outdoor lighting schedules. Some of the language proposed In 
those schedules, in that case, also is related to the outcome of Case No. 07-363-EL-
ATA. Staff recommends that any language related to the withdrawal of Schedule POL 
for new customers not be Included in the tariffs until Case No. 07-363-EL-ATA Is 
resolved. 

Staff Recommended Rates 

For comparative purposes only. Staff recommends the following adjustments to the 
Applicant's proposed rates. Once again, this does reflect any recommendation as to 
the total revenue requirement recommended by Staff in other sections of this report, it 
is only Intended to reflect any Staff- recommended changes to the rate design and/or 
revenue distribution (from Table 1) that the Applicant has proposed at the full amount it 
has requested In the application. Unless otherwise noted, Staff recommends approval 
of the Applicant's proposed rates. 
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Residential: 

Applicant Proposed: 

First 500 kWh $ 0.034000 
> 500 kWh .040643 

General Service: 

Applicant Proposed Capacity Charges: 

GS $ 6.653 
GP 3.052 
GSUB 1.218 
GT 0.930 

Staffproposed: 

AllkWh: $.037203 

Staff Proposed: 

$ 6.498 
3.154 
1.522 
1.014 

POL: The POL charges, as proposed by the Applicant would need to be increased by 
12.57% to meet the Staff proposed revenue distribution. 
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Miscellaneous Charges 

Staff, In general, supports cost-based miscellaneous charges. The customer who 
causes the cost should pay, to the extent practicable, the cost of the service provided. 
The Applicant has proposed miscellaneous charges that are consistent across the three 
operating companies. The results of Staff's investigation are as follows: 

10 

'̂roposed Miscellaneous Charges 

Same Day Connection Charge 
Field Collection Charge 
Reconnection Charge 

Standard 
Prennium 

Next day 
Same day 

Seasonal Reconnect 
Returned Payment Charge (Including penalty) 
Unauthorized Use Investigation Charge 
(minimum) 
Meter Test Charge 

Level 1 
Level 2 

Applicant 
Proposed* 
$ 
$ 

$ 

$ 
$ 
$ 
$ 
$ 

$ 

Disconnect/Reconnect For Customer V\/ork Charge 
Residential 
Non residential 

Temporary Service Drop Charge 
Meter Service Charge 

Replace with Interval Meter and Modem 
Replace with T-O-D Meter 
Company installed Communication Link 
Site Visit 

Annual Escalator Adjustment 

$ 

$ 

$ 
$ 
$ 
$ 

35 
12 

35 

35 
60 
15 
15 

125 

55 

0 
cost 
200 

550 
105 

50/mo 
50 

CPI-U index 

CEI 
Support 
$ 
$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 

35.58 
12.37 

35.77 

35.77 
61.30 
15.84 
14.95 

51.80 
57.08 

554.00 
105.00 

OE 
Support 
$ 
$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 

34.58 
11.26 

32.04 

32.04 
54.92 
15.84 
14.95 

51.79 
57.08 

554.00 
105.00 

TE 
Support 
$ 
$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

31.97 
11.10 

31.25 

31.25 
51.87 
14.74 
14.95 

51.80 
57.08 

$ 554.00 

Staff 
Proposed 
$ 
$ 

$ 

$ 
$ 
$ 
$ 

$ 

$ 

$ 

$ 
$ 105.00 $ 

$ 
$ 

35 
12 

35 

35 
60 
15 
15 

55 

0 
cost 
200 

550 
105 

50/mo 
50 

NO 

# 3, Reconnection Charge: This paragraph concerns the cost to the customer who 
request reconnection of service on the same day and states that if payment is made 
"Before the time prescribed by Chapter 4901:1-18 of the Ohio Administrative Code then 
service would be connected by...". The Company should specify the times when the 
different reconnection charges apply, instead of referencing Chapter 4901:1-18 of the 
Ohio Administrative Code. Staff recommends the words, "time prescribed by Chapter 
4901:1-18 of the Ohio Administrative Code" be replaced with "before 12:30 pm." 

# 6, Meter Test Charge: This paragraph concerns the meter test charge and states "The 
first test within the period specified in Chapter 4901:1-10 Ohio Administrative code shall 
be at no charge to the customer". The language which reads, "the period specified In 
Chapter 4901:1-10 of the O.A.C", would force the customer to look in a different place 
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to find the time period during which the customer Is allowed one free meter test. Staff 
recommends that the above mentioned language be replaced with: "a 36 month period". 

# 8, Temporary Service Drop Connection Charge: This paragraph concerns the charge 
for a temporary service drop connection charge and states, "When requested by a 
customer, the Company may provide a Temporary Service Drop Connection for a 
charge to the customer of $200". Staff recommends changing the word "may" back to 
"will", to reflect the fact that if the Company provides a temporary service drop, the 
charge to the customer will be $200. 

#10, Annual Escalator Adjustment: Staff strongly recommends that the Commission 
reject this proposed annual adjustment based on the Consumer Price Index to certain 
miscellaneous charges. These costs do not need to be updated on a more frequent 
basis than a comprehensive rate proceeding. 

Staff Observation 

From a rates and tariffs standpoint, this Is not your typical application to increase rates. 
The current distribution rates have been In place since the Applicant's last rate case in 
1989. At that time, they were embedded in a total rate and, later, were unbundled in the 
transition plans. This application, therefore, not only updates rates that have been in 
place for several years, but also modifies some of the oddities resulting from the 
unbundling process. In addition, the application significantly alters the current tariff 
structure, the current rate schedule structure and the current rate design. Staff 
recognizes the effort put into the application. Further, the Company has been extremely 
cooperative with Staff of Rates & Tariffs in notpniy providing data, but also providing It 
in a format requested by Staff. This was not an easy application to prepare, nor an 
easy one to analyze. 

Typical Bills 

In its filings, Applicant has presented a typical bill analysis. It has demonstrated the bill 
comparisons between the total bill a customer would pay on its current schedule and 
what it would pay (a) under the proposed schedule; (b) at the proposed rates, including 
the credit riders; (c) at the fully requested Increase; (d) reflecting the elimination of the 
RTC; and, (e) reflecting "current" transmission and generation rates. 

Given the fact that, to most customers, the bottom line question is "how much is my bill 
going to go up (or down) as a result of this case," Staff believes the typical bill analysis 
by the Applicant Is reasonable for comparison purposes. However, the analysis does 
make assumptions that may or may not match "reality." Obviously, the Commission 
may not grant the proposed tariff restructuring and rate design and may approve a 
different revenue requirement. While Staff knows of no other method of reflecting what 
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transmission and generation rates will be like in 2009, It is quite likely that they will not 
be the same as the current rates. 

While the typical bill analysis has some value as a tool for comparison, It has little or no 
value as to reflecting the final results of this case until the Commission determines the 
final revenue requirement, schedule structure and rate design. To that end. Staff 
recommends that the Commission require the Applicant to provide a typical bill analysis 
with tariffs to be filed In compliance with the Order In this case. 

Nevertheless, Staff has provided, as follows, a typical total bill analysis (in the same 
format and with the same assumptions as the Applicant's) to reflect its proposed single-
block rate structure for residential customers at the Staff-proposed increase (from Table 
1)-
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Sheet 10 (Residential Service Standard Staff 
Rate) (Sumnner) 

0 150 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

200 

250 

300 

350 

400 

450 

500 

550 

600 

650 

700 

800 

900 

1,000 

1,200 

1;500 

$ 19.89 

$ 25.67 

$ 31.47 

$ 37.28 

$ 43.07 

$ 48.87 

$ 54.65 

$ 60.47 

$ 66.70 

$ 72.95 

$ 79.17 

S 85.43 

$ 97.89 

$110.37 

$122.85 

$147.81 

$185.23 

Proposed 
$ 21.04 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

26.68 

32.33 

37.99 

43.64 

49.29 

54.93 

60.59 

66.49 

72.41 

78.30 

84.24 

96.02 

107.84 

119.67 

143.30 

178.74 

Increase 
$ 1.15 

$ 1.01 

$ 0.85 

$ 0.71 

$ 0.57 

$ 0.42 

$ 0.28 

$ 0.12 

($0.21) 

($0.54) 

($0.87) 

($1.19) 

($1.87) 

($2.53) 

($3.19) 

($4.50) 

($6.49) 

lncrease% 
5.8% 

3.9% 

2.7% 

1.9% 

1.3% 

0.9% 

0.5% 

0.2% 

-0.3% 

-0.7% 

-1.1% 

-1.4% 

-1.9% 

-2.3% 

-2.6% 

-3.0% 

-3.5% 

37 



FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 10 
Rate) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(Residential Service Standard 
(Winter) 

150 $ 19.73 

200 

250 

300 

350 

400 

450 

500 

550 

600 

650 

700 

800 

900 

1,000 

1,200 

1,500 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

25.43 

31.19 

36.92 

42.67 

48.40 

54.15 

59.90 

65.64 

71.39 

77.12 

82.83 

94.33 

105.81 

117.31 

140.23 

174.67 

Staff 
ProDosed 
$ 20.95 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

26.54 

32.17 

37.79 

43.41 

49.03 

54.64 

60.27 

65.89 

71.52 

77.12 

82.73 

93.97 

$ 105.21 

$116.46 

$ 138.91 

$ 172.62 

Increase 
$ 1.23 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1.11 

0.97 

0.87 

0.74 

0.62 

0.50 

0.37 

0.24 

0.13 

0.00 

($0.11) 

($0.36) 

($0.60) 

($0.84) 

($1.32) 

($2.05) 

lncrease% 
6.2% 

4.4% 

3.1% 

2.3% 

1.7% 

1.3% 

0.9% 

0.6% 

0.4% 

0.2% 

0.0% 

-0.1% 

-0.4% 

-0.6% 

-0.7% 

-0.9% 

-1.2% 
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Sheet 10 (Residential Service Standard Staff 
Rate) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(Summer) 
300 

400 

500 

600 

700 

800 

900 

1,000 

1,100 

1,200 

1,300 

1,400 

1,500 

1,600 

1,700 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

40.18 

48.17 

52.58 

57.01 

61.40 

73.89 

86.37 

98.83 

111.31 

123.78 

136.27 

148.74 

161.21 

173.68 

186.17 

Proposed 
$ 37.99 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

47.20 

54.31 

61.45 

68.56 

80.38 

92.19 

103.99 

115.81 

127.63 

139.45 

151.26 

163.07 

174.87 

186.71 

Increase 
($2.18) 

($0.97) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1.73 

4.43 

7.16 

6.49 

5.83 

5.16 

4.50 

3.85 

3.19 

2.52 

1.86 

1.19 

0.54 

lncrease% 
-5.4% 

-2.0% 

3.3% 

7.8% 

11.7% 

8.8% 

6.7% 

5.2% 

4.0% 

3.1% 

2.3% 

1.7% 

1.2% 

0.7% 

0.3% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

Sheet 10 (Residential Service Standard Staff 
Rate) (Winter) 

0 300 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

400 

500 

600 

700 

800 

900 

1,000 

1,100 

1,200 

1,300 

1,400 

1,500 

1,600 

1,700 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

39.84 

47.79 

52.20 

56.63 

61.02 

72.57 

84.10 

95.64 

107.18 

118.73 

130.28 

141.81 

153.36 

164.88 

176.44 

Proposed 
$ 37.81 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

46.99 

54.10 

59.47 

64.81 

74.35 

83.86 

93.39 

102.92 

112.46 

121.99 

131.51 

141.05 

150.55 

160.11 

Increase 
($2.03) 

($0.80) 

$ 1.90 

$ 2.84 

$ 3,79 

$ 1.78 

($0.24) 

($2.25) 

($4.26) 

($6.27) 

($8.29) 

($10.30) 

($12.31) 

($14.32) 

($16.33) 

lncrease% 
-5.1% 

-1.7% 

3.6% 

5.0% 

6.2% 

2.4% 

-0.3% 

-2.3% 

-4.0% 

-5.3% 

-6.4% 

-7.3% 

-8.0% 

-8.7% 

-9.3% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos, 07-551-EL-AIR, et al. 

Sheet 10 (Residential Service Standard Staff 
Rate) (Summer) Proposed 

0 300 $ 38.57 $ 37.05 

0 400 $ 50.58 $ 48.03 

0 500 $ 62.63 $ 59.04 

0 700 $ 86.67 $ 81.02 

0 900 $ 110.72 $ 102.98 

0 1,000 $ 123.01 $ 114.11 

0 1,200 $ 147.61 $ 136.38 

0 1,400 $ 172.20 $ 158.64 

0 1,500 $ 184.49 $ 169.78 

0 2,000 $ 245.95 $ 225.42 

0 2,500 $ 307.20 $ 280.84 

0 3,000 $ 368.43 $ 336.26 

0 3,500 $ 429.68 $ 391.69 

Increase 
($1.52) 

($2.55) 

($3.59) 

($5.65) 

($7.74) 

($8.90) 

($11.22) 

($13.56) 

($14.71) 

($20.53) 

($26.35) 

($32.17) 

($38.00) 

lncrease% 
-3.9% 

-5.0% 

-5.7% 

-6.5% 

-7.0% 

-7.2% 

-7.6% 

-7.9% 

-8.0% 

-8.3% 

-8.6% 

-8.7% 

-8.8% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos, 07-551-EL-AIR. etal. 

Sheet 10 (Residential Service Standard Staff 
Rate) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(Winter) 
300 

400 

500 

700 

900 

1,000 

1,200 

1,400 

1,500 

2,000 

2,500 

3,000 

3,500 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

37.05 

48.57 

60.11 

83.16 

106.19 

110.55 

119.29 

128.04 

132.40 

154.23 

175.85 

197.46 

219.08 

Proposed 
$ 36.26 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

46.97 

57.71 

75.62 

93.51 

98.71 

109.09 

119.48 

124.67 

150.62 

176.34 

202.06 

227.79 

Increase 
($0.80) 

($1.60) 

($2.40) 

($7.53) 

($12.67) 

($11.84) 

($10.19) 

($8.57) 

($7.73) 

($3.61) 

$0.49 

$4.61 

$8.71 

lncrease% 
-2.1% 

-3.3% 

-4.0% 

-9.1% 

-11.9% 

-10.7% 

-8.5% 

-6.7% 

-5.8% 

-2.3% 

0.3% 

2.3% 

4.0% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 10 (Residential Service Standard Staff 
Rate) (Summer) Proposed 

0 500 $ 65.52 $ 58.95 

0 700 $ 78.07 $ 74.86 

0 900 $ 86.82 $ 88.79 

0 1,000 $ 99.12 $ 99.92 

0 1,100 $ 111.42 $ 111.07 

0 1,200 $ 123.71 $ 122.20 

0 1,300 $ 136.00 $ 133.33 

0 1,400 $ 148.30 $ 144.46 

0 1,500 $ 160.59 $ 155.60 

0 1,600 $ 172.87 $ 166.69 

0 1,800 $ 197.47 $ 188.94 

0 2,000 $ 222.05 $ 211.15 

0 2,250 $ 252.68 $ 238.81 

0 2,500 $ 283.30 $ 266.48 

0 3,000 $ 344.54 $ 321.81 

0 3,500 $ 405.79 $ 377.14 

0 3,800 $ 442.52 $ 410.33 

0 4,000 $ 467.01 $ 432.45 

Increase 
($6.57) 

($3.21) 

$ 1.97 

$ 0.81 

($0.34) 

($1.51) 

($2.67) 

($3.84) 

($5.00) 

($6.18) 

($8.53) 

($10.91) 

($13.87) 

($16.82) 

($22.73) 

($28.65) 

($32.19) 

($34.56) 

lncrease% 
-10.0% 

-4.1% 

2.3% 

0.8% 

-0.3% 

-1.2% 

-2.0% 

-2.6% 

-3.1% 

-3.6% 

-4.3% 

-4.9% 

-5.5% 

-5.9% 

-6.6% 

-7.1% 

-7.3% 

-7,4% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR. et al. 

Sheet 10 (Residential Service Standard Staff 
Rate) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(Winter) 
500 

700 

900 

1,000 

1,100 

1,200 

1,300 

1,400 

1,500 

1,600 

1,800 

2,000 

2,250 

2,500 

3,000 

3,500 

3,800 

4,000 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

63.01 

75.28 

84.04 

88.41 

92.79 

97.14 

101.51 

105.90 

110.26 

114.60 

123.35 

132.08 

142.90 

153.71 

175.31 

196.93 

209.89 

218.53 

Proposed 
$ 57.62 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

69.86 

80.25 

85.45 

90.65 

95.83 

101.02 

106.22 

111.42 

116.57 

126.92 

137.26 

150.08 

162.89 

188.52 

214.14 

229.50 

239.76 

Increase 
($5.39) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

($5.43) 

($3.79) 

($2.96) 

($2.14) 

($1.31) 

($0.49) 

0.33 

1.16 

1.96 

3.57 

5.18 

7.18 

9.18 

13.21 

17.21 

19.62 

21.23 

lncrease% 
-8.5% 

-7.2% 

-4.5% 

-3.3% 

-2.3% 

-1.4% 

-0.5% 

0.3% 

1.1% 

1.7% 

2.9% 

3.9% 

5.0% 

6.0% 

7.5% 

8.7% 

9.3% 

9.7% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

Sheet 10 (Residential Service Standard Staff 
Rate) (Summer) 

5 625 

5 

5 

7 

7 

7 

8 

8 

8 

10 

10 

12 

875 

1,125 

875 

1,225 

1,575 

1,000 

1,400 

1,800 

1,250 

1,750 

1,500 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

84.38 

92.10 

99.84 

114.85 

125.69 

136.50 

130.10 

142.47 

154.84 

160.60 

176.07 

191.10 

Proposed 
$ 81.50 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

95.50 

109.51 

112.45 

132.07 

151.67 

127.92 

150.32 

172.74 

158.89 

186.91 

189.85 

Increase 
($2.87) 

$ 3.40 

$ 9.67 

($2.41) 

$ 6.37 

$ 15.16 

($2.18) 

$ 7.86 

$ 17.90 

($1.71) 

$ 10.84 

($1.25) 

lncrease% 
-3.4% 

3.7% 

9.7% 

-2.1% 

5.1% 

11.1% 

-1.7% 

5.5% 

11.6% 

-1.1% 

6.2% 

-0.7% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos, 07-551-EL-AIR. etal. 

Sheet 10 (Residential Service Standard Staff 
Rate) (Winter) 

5 

5 

5 

7 

7 

7 

8 

8 

8 

10 

10 

12 

625 

875 

1,125 

875 

1,225 

1,575 

1,000 

1,400 

1,800 

1,250 

1,750 

1,500 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

84.38 

92.10 

99.84 

114.85 

125.69 

136.50 

130.10 

142.47 

154.84 

160.60 

176.07 

191.10 

Proposed 
$ 81.50 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

95.50 

109.51 

112.45 

132.07 

151.67 

127.92 

150.32 

172.74 

158.89 

186.91 

189.85 

Increase 
($2.87) 

$ 3.40 

$ 9.67 

($2.41) 

$ 6.37 

$ 15.16 

($2.18) 

$ 7.86 

$ 17.90 

($1.71) 

$ 10.84 

($1.25) 

lncrease% 
-3.4% 

3.7% 

9.7% 

-2.1% 

5.1% 

11.1% 

-1.7% 

5.5% 

11.6% 

-1.1% 

6.2% 

-0.7% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 10 with Sheet 18 (Residential 
Service Water Heating Service) 
(Summer) 
Col (B) includes 200 KWH of 
Waterheating 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

350 

400 

450 

500 

550 

600 

650 

700 

750 

800 

850 

900 

1,000 

1,100 

1,200 

1,400 

1,700 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

41.10 

46.88 

52.68 

58.49 

64.28 

70.08 

75.86 

81.68 

87.91 

94.16 

100.38 

106.64 

119.10 

131.58 

144.06 

169.02 

206.44 

Staff 
Proposed 

$ 43.64 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

49.29 

54.93 

60.59 

66.49 

72.41 

78.30 

84.24 

90.13 

96.02 

101.94 

107.84 

119.67 

131.48 

143.30 

166.91 

202.39 

Increase li 

$ 2.54 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

2.41 

2.24 

2.10 

2.21 

2.33 

2.44 

2.56 

2.22 

1.86 

1.56 

1.20 

0.56 

($0.10) 

($0.76) 

($2.11) 

($4.05) 

icrease% 

6,2% 

5.1% 

4.3% 

3.6% 

3.4% 

3.3% 

3.2% 

3.1% 

2.5% 

2.0% 

1.6% 

1.1% 

0.5% 

-0.1% 

-0.5% 

-1.2% 

-2.0% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 10 with Sheet 18 (Residential 
Service Water Heating Service) 
(Winter) 
Col (B) includes 200 KWH of 
Waterheating 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

350 

400 

450 

500 

550 

600 

650 

700 

750 

800 

850 

900 

1,000 

1,100 

1,200 

1,400 

1,700 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

40.94 

46.64 

52.40 

58.13 

63.88 

69.61 

75.36 

81.11 

86.85 

92.60 

98.33 

104.05 

115.54 

127.02 

138.52 

161.44 

195.88 

Staff 
Proposed 

$ 43.64 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

49.29 

54.93 

60.59 

65.61 

70.64 

75.65 

80.70 

85.70 

90.71 

95.75 

100.76 

110.82 

120.86 

130.91 

150.98 

181.15 

Increase Ir 

$ 2.70 

$ 2.65 

$ 2.52 

$ 2.46 

$ 1.73 

$ 1.03 

$ 0.29 

($0.41) 

($1.16) 

($1.88) 

($2.58) 

($3.28) 

($4.72) 

($6.15) 

($7.60) 

($10.46) 

($14.73) 

icrease% 

6.6% 

5.7% 

4.8% 

4.2% 

2.7% 

1.5% 

0.4% 

-0.5% 

-1.3% 

-2.0% 

-2.6% 

-3.2% 

-4.1% 

-4.8% 

-5.5% 

-6.5% 

-7.5% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 17 (Residential Service Load 
Management Rate) (Summer) 

5.0 500 $ 66.82 

5.0 

5.0 

6.0 

6.0 

6.0 

7.0 

7.0 

7.0 

10.0 

10.0 

10.0 

15.0 

15.0 

15.0 

625 

875 

600 

750 

1,050 

700 

875 

1,225 

1,000 

1,250 

1,750 

1,500 

1,875 

2,625 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

82.31 

91.04 

79.21 

97.78 

108.26 

91.59 

113.28 

125.51 

128.79 

159.74 

177.23 

190.72 

237.17 

263.08 

Staff 
Proposed 
$ 62.15 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

77.04 

93.52 

74.06 

91.91 

111.68 

85.96 

106.79 

129.88 

121.70 

151.45 

184.43 

181.21 

225.85 

275.01 

Increase 
($4.66) 

($5.27) 

$ 2.48 

($5.15) 

($5.88) 

$ 3.43 

($5.63) 

($6.48) 

$ 4.37 

($7.08) 

($8.30) 

$ 7.20 

($9.50) 

($11.32) 

$ 11.93 

lncrease% 
-7.0% 

-6.4% 

2.7% 

-6.5% 

-6.0% 

3.2% 

-6.2% 

-5.7% 

3.5% 

-5.5% 

-5.2% 

4.1% 

-5.0% 

-4.8% 

4.5% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 17 (Residential Service Load 
Management Rate) (Winter) 

5.0 500 $ 66.23 

5.0 

5.0 

6.0 

6.0 

6.0 

7.0 

7.0 

7.0 

10.0 

10.0 

10.0 

15.0 

15.0 

15.0 

625 

875 

600 

750 

1,050 

700 

875 

1,225 

1,000 

1,250 

1,750 

1,500 

1,875 

2,625 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

80.48 

89.22 

77.63 

94.73 

105.20 

89.01 

108.96 

121.19 

123.23 

151.70 

169.19 

180.19 

222.92 

248.83 

Staff 
Proposed 
$ 61.80 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

73.74 

85.80 

71.33 

85.66 

100.13 

80.88 

97.58 

114.47 

109.52 

133.37 

157.51 

157.23 

193.01 

228.90 

Increase 
($4.43) 

($6.74) 

($3.42) 

($6.29) 

($9.07) 

($5.07) 

($8.13) 

($11.38) 

($6.72) 

($13.70) 

($18.33) 

($11.68) 

($22.96) 

($29.91) 

($19.93) 

lncrease% 
-6.7% 

-8.4% 

-3.8% 

-8.1% 

-9.6% 

-4.8% 

-9.1% 

-10.4% 

-5.5% 

-11.1% 

-12.1% 

-6.9% 

-12.7% 

-13.4% 

-8.0% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

Sheet 17 (Residential Load Mgt. Rate Staff 
+ Controlled Electric Wtr. Htg.) (Summer) Proposed Increase lncrease% 

4 

4 

4 

5 

5 

5 

7 

7 

7 

10 

10 

10 

15 

15 

15 

400 

600 

900 

500 

750 

1,125 

700 

1,050 

1,575 

1,000 

1,500 

2,250 

1,500 

2,250 

3,375 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

55.30 

70.31 

80.78 

66.82 

86.68 

99.78 

91.59 

119.39 

137.73 

128.79 

168.49 

194.56 

190.72 

250.16 

288.94 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

50.77 

68.74 

88.52 

62.15 

85.28 

110.02 

85.96 

118.33 

152.95 

121.70 

167.94 

217.26 

181.21 

250.45 

324.11 

$ 

$ 

$ 

$ 

$ 

($4.53) 

($1.57) 

7.73 

($4.66) 

($1.40) 

$10.23 

($5.63) 

($1.06) 

15.22 

($7.08) 

($0.55) 

22.70 

($9.50) 

0.29 

35.17 

-8.2% 

-2.2% 

9.6% 

-7.0% 

-1.6% 

10.3% 

-6.2% 

-0.9% 

11.1% 

-5.5% 

-0.3% 

11.7% 

-5.0% 

0.1% 

12.2% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 17 (Residential Load Mgt. Rate Staff 
+ Controlled Electric Wtr. Htg.) (Winter) Proposed Increase lncrease% 

4 400 $ 54.82 $ 50.47 ($4.34) -7.9% 

4 600 $ 69.73 $ 66.62 ($3.11) -4.5% 

4 900 $ 80.20 $ 81.09 $ 0.89 1.1% 

5 500 $ 66.23 $ 61.80 ($4.43) -6.7% 

5 750 $ 84.86 $ 79.77 ($5.09) -6.0% 

5 1,125 $ 97.96 $ 97.87 ($0.09) -0.1% 

7 700 $ 89.01 $ 80.88 ($8.13) -9.1% 

7 1,050 $ 115.07 $ 106.03 ($9.05) -7.9% 

7 1,575 $ 133.41 $ 131.34 ($2.07) -1.6% 

10 1,000 $ 123.23 $ 109.52 ($13.70) -11.1% 

10 1,500 $ 160.45 $ 145.44 ($15.00) -9.4% 

10 2,250 $ 186.52 $ 181.49 ($5.02) -2.7% 

15 1,500 $ 180.19 $ 157.23 ($22.96) -12.7% 

15 2,250 $ 235.90 $ 210.97 ($24.93) -10.6% 

15 3,375 $ 274.69 $ 264.71 ($9.97) -3.6% 
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FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR, etal. 

Sheet 19 (Residential Service Optional 
Electrically Heated Apartment Rate) 
(Summer) 
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Sheet 19 (Residential Service Optional 
Electrically Heated Apartment Rate) 
(Winter) 
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SERVICE MONITORING A ND ENFORCEMENT DEPARTMENT 

The Service Monitoring and Enforcement Department (SMED), Facilities & Operations 
Field Division (FOFD), conducted various Investigations (corporate office audits and 
PUCO field Staff site inspections) of the First Energy Service Company (FE), Ohio 
Edison Company (OE) distribution system, administrative operations, and specific 
physical facilities. The purpose of the audits was to assess the compliance of (FE) OE's 
programs to maintain system safety and service reliability with rule 4901:1-10-27, Ohio 
Administrative Code (O.A.C), [Inspection, Maintenance, Repair, and Replacement of 
Transmission and Distribution Facilities (Circuits and Equipment)], and others. Rule 
4901:1-10-27 (E)-(2)-(a), O.A.C. requires each electric utility to submit a plan for the 
Inspection, maintenance, repair, and replacement of circuits and equipment, as stated in 
paragraph (E) (1) of the rule, for review and acceptance by SMED. This report also 
addresses compliance with rules 4901:1-10-04 (voltage), 05 (metering), 06 (National 
Electric Safety Code), and 11 (distribution circuit performance). 

O.A.C. 4901:1-10-27 (D)(1) 
Scheduled Inspections: Circuits & Equipment 

Rule 4901:1-10-27 (D) (1), O.A.C. lists inspection requirements for distribution facilities 
(circuits and equipment) to maintain safe and reliable service on the following scheduled 
basis: 

(D) (1) Distribution - at least one-fifth of all distribution circuits and equipment 
shall be inspected annually. All distribution circuits and eauioment shall 
be inspected at least once every five years. 

Staff conducted a baseline audit In 2005 and a follow-up audit in 2006, to determine 
h'ow OE Implements rule 27(D) (1). Specifically, Staff audited OE's overhead 
distribution circuits & equipment inspection program to review various components of 
the distribution system: pole leaning or rotted; cross arm damage; transformer; down 
ground; Insulators; conductor condition; conductor slack; twisted loops; guy wires; 
anchors; tree conditions; vehicular damage; and clearance. 

Staff conducted one hundred and nineteen (119) routine field Inspections of OE's rule 
27 (D) (1), O.A.C, overhead distribution circuits & equipment facilities from April, 2003 
to March, 2007: twenty-six (26) circuits (conductor); fourteen (14) recloser; thirty-six (36) 
capacitor; and, forty-three (43) vegetation control maintenance practices. 
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Findings 

The audits and field inspections confirmed OE's compliance with its Inspection program 
and with Its requirement to annually inspect at least one fifth of all distribution circuits 
and equipment. It was difficult to confirm OE's compliance with the required 20% yearly 
2004 Inspection requirement due to OE transitioning its records from the hard copy 
(spreadsheet) format to an electronic database (SAP) system that had not been fully 
deployed, leaving some inspections unaccounted for. Upon subsequent auditing Staff 
was able to confirm compliance for 2005. 

Recommendations 

As a result of the audits, Staff issued recommendations to OE, requesting the Company 
have all circuit information Incorporated into the SAP database and that OE return all 
spreadsheets, denoting circuit inspection discrepancies and repair items recorded from 
the actual inspection form, to the central records location for filing with each circuit 
inspection folder. In addition, it was recommended that OE establish minimum 
qualifications for their distribution line patrol inspectors. OE Instituted these changes 
and no further recommendations are needed at this time. 

O.A.C 4901:1-10-27 (D)(3) 
Scheduled Inspections: Substations 

Rule 4901:1-10-27 (D) (3), O. A. C, specifies the inspection frequency requirement for 
substations and equipment to maintain safe and reliable service: 

(D) (3) Substations - all transmission and distribution substation and equipment 
shall be inspected at least once each month. 

Staff conducted baseline audits In 2004 of OE's substation monthly inspection activities. 
Staff then conducted field verification audits for monthly substations inspections in 2005 
for the Ohio Edison/Adron distribution substation region. 

Staff conducted seventy-eight (78) routine field Inspections of the rule 27 (D) (3), 
O.A.C, physical condition and security protection of OE substation facilities from April 
2003 to March 2007. 
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Findings 

OE's Substation Preferred Practices and Methods procedures manual contain the 
directions for performing substation inspections and maintenance. Staff conducted a 
random sample survey of OE substations. Monthly inspections are performed by 
qualified Inspectors and recorded electronically with a focus on major substation 
equipment. Staff also verified maintenance practices for transformers, including 
frequency, types, methodology, and personnel. The 2006 audit visually verified 
substation monthly inspections by viewing a Company displayed database program and 
work papers. Transformer maintenance (major and minor) records were also reviewed. 
Staff found that the OE records in this area were In order, that there were no 
discrepancies evident for the samples audited and that the work had been performed by 
qualified electrician grade personnel. 

Recommendations 

No recommendations are requested at this time with respect to substations. 

0,A.C 4901:1-10-27 (E) (1) (a), (b), (c), (d), (e), (f), and (g) 
Distribution Inspection, Maintenance, Repair, and Replacement Programs 

Rule 4901:1-10-27 (E) (1) (a), O. A. C requires each electric utility to: 

(Ej (1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall include, but are not limited to, the 
followinq facilities: 

(a) Poles and towers: 

Staff conducted initial baseline audits of the OE program for distribution wood pole 
inspection & maintenance In 2004 with limited success. Further baseline audits were 
conducted of OE in 2005. 

Staff conducted five (5) routine field inspections of poles and towers from April, 2003 to 
March, 2007 to assess compliance with rule 4901:1-10-27 (E) (1) (a), O.A.C. 
requirements. 

Findings 
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Due to the method of record retention, Staff's assessment of OE's adherence to the 
pole Inspection and maintenance program could not be made on an OE specific level. 
The 2005 Staff audits confirmed that OE was not following a poles & tower program In 
accordance with rule 4901:1-10-27 (E) (1) (a), O.A.C, which requires companies to 
perform an inspection, maintenance, repair, and replacement program for distribution 
poles. Rather, OE was substituting the visual (only) inspection of distribution circuits and 
equipment at least once every five (5) years or 20% per year as required by the prior 
rule section (D) (1). FE conducts annual random sample inspections of its pole 
population. Its Inspection consisted of a visual external examination accompanied, at 
times, with a hammer sounding to Indicate voids in the pole interior. At the time of audit, 
FE provided Staff data indicating the poles they had examined in the years 2001, 2002, 
2003, 2004 among the 3 operating companies (including OE), The volume examined 
Indicates that less than (<) 5% of the pole population was inspected. In addition, Staff 
believes that OE's visual only and soundings inspections did not meet the requirements 
of rule 4901:1-10-27 (E) (1) (a), O.A.C. 

In response to the Staff's audit findings, the FE (responding for the three operating 
companies, Including OE), developed, and Staff approved, a new Poles & Tower 
program to commence in the third quarter of 2006 that would meet the requirements of 
rule 4901:1-10-27 (E) (1) (a), O.A.C. Staff conducted a follow up audit at OE in the fall 
of 2006 which disclosed that OE contract personnel had completed 95% of the 
scheduled pole inspections for 2006. 

Recommendations 

As the required 2006 program was being developed by the FE to resolve the 
noncompliance. Staff conducted numerous reviews of the proposed program and made 
constructive recommendations to finalize the plan in accordance with rule requirements, 
which OE incorporated. To date, OE is following Its new program and therefore no 
further recommendations are necessary at this time. 
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0,A,C 4901:1-10-27 (E) (1) (a), (b), (c), (d), (e), (f), and (g) 
Inspection, Maintenance, Repair, and Replacement: Conductors 

The O.A.C. requires each electric utility to: 

(E) (1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These proqrams shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall Include, but are not limited to. the 
followinq facilities: 

(b) Conductors: 

Staff conducted baseline and follow-up audits to determine how OE Implements the 
requirements of rule 4901:1-10-27 (E) (1) (b). O.A.C, for conductors. The audits 
showed that the Company has existing programs and procedures In accordance with 
the rule. OE utilizes rule 4901:1-10-27 (D) (1), O.A.C, [Overhead Distribution Circuits & 
Equipment Inspection Program] to Implement conductor Inspection and maintenance. 

In addition to the baseline and follow-up audits, Staff conducted twenty-six (26) routine 
field Inspections of rule 27 (E) (1) (b), O.A.C, for this requirement from April 2003 to 
March 2007. 

Findings 

The findings were the same as the (D) (1) for distribution circuits & equipment portion 
above as OE uses the same process for both. It was difficult to confirm OE's 
compliance with a possible noncompliance for not meeting the required 20% yearly 
2004 inspection requirement due to the transitioning of records from a hard copy 
(spreadsheet) format to an electronic database system that had not been fully deployed 
throughout the OE operating Company's territories, leaving some Inspections 
unaccounted for. A subsequent data response showed compliance with the 20% rule 
27 (D) (1) for OE. A 2006 follow-up disclosed OE 20% rule (D) (1) compliance as well. 

Recommendations 

The recommendations were the same as In the section above on (D) (1) for distribution 
circuits & equipment because OE uses the same process for both inspections. As a 
result of the findings In the initial audit, staff recommended that the FE (all three 
operating companies, including OE), should have all circuit information incxsrporated into 
the electronic database. The later audit recommended OE return all spreadsheets, 
denoting circuit inspection discrepancies and repair items recorded from the actual 
inspection form, to the central records location for filing with each circuit inspection 
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folder. In addition, all FE (Including OE) should establish and implement minimum 
qualifications for their distribution line patrol Inspectors. To date, OE is following its new 
program and therefore no further recommendations are necessary at this time. 

O.A.C. 4901:1-10-27 (E) (1) (a), (b), (c), (d). (e), (f), and (g) 
Inspection, Maintenance, Repair, and Replacement: Pad-Mounted Transformers] 

The O.A.C. requires each electric utility to: 

(E) (1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall Include, but are not limited to, the 
followinq facilities: 

(c) Pad-mounted transformers: 

Staff conducted statistical sample audits of OE pad-mount transformer inspections 
(visual inspections to check the locking mechanism and Integrity of the cabinet). Staff's 
baseline audit conducted In 2006 disclosed that OE's circuit inspections include pad-
mounted transformers as well. In verification audit conducted in 2006 Staff confirmed 
that OE was monitoring circuits using a pad-mounted transformer inspection form which 
included criteria for: pad-mount identification; locking mechanism; bolt type; cabinet 
condition (rust); door hinges (condition); pad foundation; tank leakage; accessibility; and 
physical damage. 

Staff revisited the Company in 2007 and conducted a verification audit of OE pad-
mounted transformer Inspections. 

Staff also conducted twenty-one (21) routine field inspections of rule 27 (E) (1) (c), 
O.A.C, for pad-mounted transformers from April 2003 to March 2007. 

Findings 

Staff field Inspections In the fall 2006 found probable non-compliance with the pad-
mounted transformer security inspection program at one of the other FE operating 
Company's territory (CEI). After discussion with Staff, FE senior management 
immediately initiated a Special Security Inspection Project (SSIP) to determine the 
extent of the problem by conducting quality control (QC) inspections in all three (3) FE 
operating companies In the State of Ohio. Almost immediately, it became apparent that 
OE had the same types of probable non-compliance(s) within its territory as CEI had. 
The third FE operating Company (Toledo Edison Company - TE) was not affected. 
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As part of the FE senior management's aggressive corrective action to rectify the non­
compliances, OE agreed to completely re-inspect their entire pad-mounted transformer 
population for security Issues by, 09/01/07. Additionally, as part of the remediation 
agreement, OE was to: 

(1) Modify documentation (procedures for inspection checklists); 

(2) Match work distributed versus work completed; 

(3) Update mapping for more complete location records; and, 

(4) Retrain Inspectors to properly secure and inspect pad-mounted 
transformers. 

Staff conducted a follow-up audit in the fall 2007 to verify that OE completed re-
inspection of their entire pad-mounted transformer population for security issues by the 
commitment date, 09/01/07. During the audit, OE advised Staff that all pad-mounted 
transformers In OE territory were re-Inspected. 

Recommendations 

In 2006 Staff reviewed the OE practices for QC In response to a Staff data request, 
OE affirmed that It was not conducting any random sampling for quality control for pad-
mounted transfomier inspections. The practice had been to review completed 
inspection forms by OE employees for completeness and to check for the Inspector's 
signature prior to accepting and processing inspection data. 

Based upon the identified probable noncompliance(s) of 4901:1-10-27 (E) (1) (C), 
O.A.C, that occurred during the time that OE was not conducting any random QC 
sampling to assure that pad mounted transformer inspections were being performed 
properly, Staff recommends that the Commission order OE to: 

(1) Immediately institute a statistically valid random sample QC audit program 
for pad-mounted transformer inspections whereby trained personnel would 
re-Inspect pad-mounted transformers previously inspected In order to 
verify original Inspection documents as a routine practice, not just for 
noncompliance corrective action. Records should be kept to verify the QC 
Inspections; and, 

(2) Use random (statistical valid sample) QC audits to examine other activities 
associated with supporting the pad mounted inspection process to assure 
accuracy: 
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(A) Modify documentation (procedures for Inspection checklists); 

(B) Match work distributed versus work completed; 

(C) Update mapping for more complete location records; and, 

(D) Retrain inspectors to properly secure and Inspect pad-mounted 
transformers. 

O.A.C. 4901:1-10-27 (E) (1) (a), (b), (c), (d), (e), (f), and (g) 
Inspection, Maintenance, Repair, and Replacement: Line Reclosers/Capacitors 

The O.A.C requires each electric utility to: 

(E)(1) Establish and maintain written proqrams, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall include, but are not limited to, the 
following facilities: 

(e) Line reclosers: 
(f) Line capacitors: 

Staff conducted statistically valid sample auditis of OE's line recloser and line capacitor 
Inspection programs. Line reclosers are visually inspected for any damage along with 
the counter reading on each device being recorded. Line capacitors get annual 
Inspections divided Into two primary parts; a visual inspection (for both fixed and 
switched banks) and an operational test (for switched banks only). Staff conducted 
baseline audits in the fall 2005 and early 2006 to determine the specific details of both 
programs. Maintenance Minimum Practices are used for each: line reclosers (Recloser 
Maintenance Practice -- RMP) and line capacitors (Capacitor Maintenance Practice -
CMP). The RMP and CMP are corporate practices maintained by the Energy Delivery 
Operations Services Department In the FE. 

As part of the new audit schedule for 2007-2008, Staff conducted a verification audit of 
OE line reclosers and line capacitors in 2007. 

Staff conducted fifty (50) routine field Inspections for rule 27 (E) (1) (d) & (e), O.A.C, for 
line reclosers and line capacitors from April 2003 to March 2007. 

Findings 
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Staff's 2007 verification audit Identified that OE practices were in probable 
noncompliance with 4901:1-10-27 (E) (1) (d) & (e), O.A.C, for not conducting 
operational tests on switched capacitor banks (line capacitors) as required by its 
programs filed In their 2005 and 2006 Rule 26 reports. Specifically, there was 
insufficient source documentation to demonstrate that operational tests were perfomied 
on switched capacitor banks for the years 2005 and 2006. 

Staff also reviewed OE's QC practices to assure the 4901:1-10-27(E) (1) (d) & (e), 
O.A.C, requirements for line reclosers and line capacitors Inspection are implemented 
correctly. Staff discovered that prior to Staffs finding the noncompliance, OE did not 
perform any QC oversight practices (second level of verification of Inspection results) to 
ensure quality control for Inspection, maintenance, repair and replacement for reclosers 
or capacitors. Rather, OE conducted programmatic reviews of inspection forms to 
assess whether they were filled out correctly, as was the case in pad-mounted 
transformers above. 

OE responded to Staff's probable noncompliance letter confirming that OE was not 
following documented maintenance practice for distribution capacitors. OE committed 
to have every OE switched capacitor bank operationally tested by June 1, 2007. The 
response also noted that there were no control points for audit or second level 
verification of Inspection results. As preventative action, OE was to develop a review 
process with audit checkpoints. In-process and completion audits were to be 
incorporated Into the distribution maintenance process and would be the responsibility 
of the Engineering Supervisor of Distribution Maintenance and Systems Support. 

Staff conducted a follow-up audit In the summer 2007 to measure the overall status of 
the OE corrective and preventative actions for the operational tests on switched 
capacitor banks that were due to be completed by, 06/01/07. The audit disclosed that 
sufficient objective evidence existed to conclude that OE performed inspection and 
testing of switched banks in their territory, as required. 

Recommendations 

Based upon the Identified probable noncompllance(s) that occurred while OE was not 
conducting any quality control random sampling to assure inspections were being 
performed properly, and their commitment to establish a review process with audit 
checkpoints for in-process and completion audits. Staff recommends that the 
Commission order OE to: 

(1) Immediately initiate and continue to conduct an independent QC random 
(statistically valid sample) audit program of line recloser and line capacitor 
Inspections. The program would Include a review process with audit 
checkpoints for both in process and completed work as a regular practice. 
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not just for corrective action. Records should be kept to verify inspections 
were conducted; and, 

(2) Assure QC random audits examine other associated activities that support 
the inspection process to assure accuracy of the inspection records: 

(A) Train OE operations personnel involved in the administration, 
execution, and reporting of distribution Inspection programs (line 
reclosers and line capacitors) on OE's Preferred Practices (Recloser 
Maintenance Practice - RMP) and line capacitors (Capacitor 
Maintenance Practice- CMP) to assure understanding; clearly 
communicated requirements, and define accountability; and, 

(B) The Manager of Engineering Services, the Directors of Operations 
Services & Support Services and the Region President will verify that 
the necessary actions are taken to ensure compliance. 

O.A.C. 4901:1-10-27 (E) (1) (a), (b), (c), (d), (e), (f), and (g) 
Inspection, Maintenance, Repair, and Replacement: Right-of-Way Vegetation 

The O.A.C. requires each electric utility to: 

(E)(1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall include, but are not limited to, the 
followinq facilities: 

(Q) Right-of-way vegetation control: 

In 2004, Staff conducted baseline audits to determine OE's right-of-way vegetation 
control - distribution circuit program practices. The purpose of the audits was to check 
documentation of circuit work and that the chosen circuits had Indeed been trimmed 
pursuant to OE's stated (4-year cycle) program. In the fall of 2004 and 2005, Staff 
conducted audits of OE to verify objective evidence of program activity for the 2004 
Annual Work Plan (schedule). 

As continued follow-up, in 2007, Staff Initiated a desk audit of OE's right-of-way 
vegetation control - distribution circuit practices (tree trimming). The purpose of the 
desk audit was to verify that records were available, as objective evidence, to confirm 
that the 4-year cycle vegetation management program had been adhered to by OE 
using the years 2003 - 2006 as the sample 4-year cycle. OE's rule 26 reports stated the 
4-year cycles had been met. In response to Staffs initial data request OE only provided 
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a last maintained year (e.g., 2006) notation for tree trimming conducted on circuits 
during the years 2003 - 2006. In particular, OE explained that, "If completion of annual 
work carried Into the following year (e.g., due to circumstances such as refusals, crew 
availability, etc.), the circuits "planned maintenance year" was not changed. Completed 
carry-over miles are counted in the originally scheduled year's total." Therefore, OE did 
not provide the specific time periods (start date/end date) to show when the tree 
trimming process was actually conducted in each calendar year. Compounding Staff's 
verification of a 4-year cycle OE also explained that. "For the purposes of data retention, 
tree trimming records are maintained for one cycle or three years, whichever is the 
longer duration. In addition, the IVMS [Integrated Vegetation Management System] was 
implemented In 2003. As such, the records for 2000, 2001, and 2002 are no longer 
available." 

As a result, It was difficult for Staff to determine the specific time periods (start date/end 
date) In which all applicable circuits were actually trimmed. Only the date when a circuit 
was scheduled to be trimmed or when partial work had begun on the circuit was 
available. Also, since records could no longer be produced going back a full trim cycle 
(2003-2006), records no longer existed to demonstrate that OE was implementing a 
four-year trimming cycle. After further research, OE provided Staff with additional data. 
Staff then proceeded to complete the audit to measure the 4-year cycle commitment for 
the years 2003-2006. 

Staff conducted another verification audit of OE's right-of-way vegetation control -
distribution circuit program In 2007. 

In addition to the audits noted above. Staff also conducted forty-three (43) routine field 
Inspections for rule 27 (E) (1) (f). O.A.C, vegetation control requirements from April 
2003 to March 2007. 

Lastly, Staff conducted a complete process review of OE right-of-way vegetation control 
- distribution circuit program requirements for Circuit #3 (Trimble Road Substation -
Mansfield). Under this audit. Staff on-site monitored the process of inspecting and 
remediating this circuit Including observing the initial planning phase; contacting the 
customers; tagging notification if customers were not home; marking of trees; updating 
the circuit map; actual tree trimming in-process; and, the Forester's review of contractor 
work activity. 

Findings 

Staff's review of the OE data for 2003 - 2006 start date/end date disclosed the following 
areas of concern: 

(1) Missing records prevented a full verification of a 4-year trimming cycle 
Maintenance program: 
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• The start: date/end date data for a total population of 2,170 FE (OE, 
TE, and CEI) distribution circuits was requested. The provided data 
covered only 29.68% circuits, leaving 70.32% FE (OE, TE, and CEI) 
circuits without records and Staff unable to verify actual start 
date/end date data or compliance with the 4-Year cycle requirement 
for the sample period. 

• Of the FE total, OE could not provide start date/end date data 
records for 71.09% circuits. 

(2) Inaccurate data was reported; e.g., completion of a 4-year tree trimming 
cycle circuit when in fact the time was extended to additional years: 

• 20.49% FE (OE, TE, and CEI) circuits had inaccurate timeline data 
listed in the start date/end date fields; e.g., no data listed (blank) or 
data showed time periods longer than 4 years for tree trimming. For 
example, data showed a start date in late December, 2006 with end 
dates extended to the first quarter 2007. However, OE's responses 
to Staff data requests stated that the circuits were last maintained In 
the prior calendar year (e.g., 2006). 

• Of the FE total questionable data, 06.23% of that total was OE's 
inaccurate data. 

Recommendations 

Staff believes OE has violated rule 4901:1-10-03 O.A.C. requirements for failure to 
maintain three (3) years of records (2004, 2005, and 2006) calendar years to verify 
achievement of the 4-year (2003 - 2006) tree trimming cycle. 

(1) Staff also believes OE has violated its own commitments to the Staff for 
rule 4901:1-10-27 (E) (1) (f) O.A.C. to maintain tree trimming records for 
one cycle or three years, whichever is the longer duration; i.e., 4-years 
(2003-2006). 

(2) Staff recommends that the Commission order OE to: 

(A) Maintain accurate and complete (start date/end date) records of 
objective evidence within the IVMS [Integrated Vegetation 
Management System] computer database format for at least 4-years 
and additional cycles. In addition, a hard copy backup of the records 
should also be maintained; 
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(B) Review the hard copy timesheet records (or other contractor records) 
for calendar years 2003 - 2006 to ascertain the start date/end date 
data for the missing 632 of 889 (71.09%) circuits and input the dates 
Into IVMS. This would provide at least one full 4-year cycle of 
records and OE should provide Staff with a copy of the data; 

(C) Conduct the same input review (as In B above) for any missing 2007 
circuit data and take action to assure future years (2008, etc.) going 
forward have the same data Included; and, 

(D) Maintain 4-year cycle tree trimming vegetation management records 
(Items A-C above) for two (2) complete IVMS tree trimming cycles (8 
years) since actual time periods to get the work done have extended 
beyond 4-Years. 

O.A.C. 4901:1-10-27 (E) (1) (a) to (g) 
Inspection, Maintenance, Repair, and Replacement 

The O.A.C. requires each electric utility to: 

(E)(1) Establish and maintain written programs, procedures and schedules for 
the inspection, maintenance, repair and replacement of Its transmission 
and distribution circuits and equipment These programs shall establish 
preventative requirements for the electric utility to maintain safe and 
reliable service. Proqrams shall include, but are not limited to, the 
following facilities: 

(g) Substations 

Staff conducted baseline audits in 2004 of OE's substation inspection activities In order 
to determine the details of OE's equipment maintenance, scheduling, and tracking 
program practices. Staff then conducted a field verification audit of OE practices in 2004 
to review transformer maintenance activities according to OE's Preferred Practices 
Power Transformers Manual for 2004 calendar year activities. In the verification audit, 
Staff reviewed various tests including Dissolved Gas Analysis (DGA), Total Combustible 
Gas (TCG), and Power Factor Test (Doble). A 2006 verification audit reviewed OE 
practices for the 2005 calendar year for maintenance on transformer components. In 
2007, Staff conducted a substation maintenance program audit focusing upon 
maintenance activities of four (4) major components (breakers, transformers, relays, 
and voltage regulators) In the three operating companies of the FE, including OE. The 
goal was to examine the records of selected equipment prior to failure to see if the FE 
companies (including OE) were performing inspections, testing and maintenance (ITM) 
in accordance with National Electric Safety Standards (NESC), the Company practices, 
and, the Commission's Electric Service and Safety Standards (ESSS). 
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Staff conducted seventy-eight (78) routine field inspections of OE substation facilities for 
rule 27 (E) (1) (g), O.A.C, requirements examining physical condition and security 
protection from April 2003 to March 2007. 

Findings 

Staff found the OE records in this area to be in order with no noncompliances for the 
samples audited, and the work was performed by qualified electrician grade personnel. 

Recommendations 

Staff recommends the Commission order OE to utilize more computer database records 
for the substation ITM practices that are currently mostly kept in hard copy format. The 
computerized data base would provide access to vital data almost Instantaneously, the 
capability to gather statistics expeditiously, and an Improved capability to analyze 
equipment performance. 

0,A,C. 4901:1-10-04 
Equipment for Voltage Measurements 

These portions of the O.A.C require that: 

Portable indicating instruments (e.g., electro-mechanical Indicating, electronic 
indicating, and electronic indicating and recording) used to test or record service 
voltage at the customer's premises in response to a customer inquiry or 
complaint shall be checked for accuracy against a recoqnlzed standard. 
Accuracy checks shall be conducted as recommended by the manufacturer or 
annually if no period is specified. The most recent accuracy test record shall be 
kept with each such instrument or at a central location for the electric Industry. 

Staff verified that OE has a methodology (calibration program) for assuring that Its 
equipment used for voltage measurement was checked for accuracy against a 
recognized standard with accuracy checks conducted as recommended by the 
manufacturer or annually if no period is specified, with test records kept. 

Staff performed a desk review In 2001 of this process. In 2006, Staff conducted a 
verification audit of the Central Electric Laboratory and examined voltage meter 
calibration practices as part of the O.A.C. rule 4901:1-10-05 [Metering] review - see 
next topic below. 
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Findings 

Staff found that the calibration of the voltage measuring equipment is traceable to the 
National Institute of Standards and Traceability (NIST). The Central Electric Laboratory 
met the ANSI C12.1 as well as nuclear and International Standards Organization (ISO) 
standards. No noncompliances were noted. 

Recommendations 

No recommendations are requested in this area at this time. 

O.A.C. 4901:1-10-05 
Metering 

This rule requires that: 

A customer's electric usaqe shall be metered by commercially acceptable 
measuring devices that comply with "American National Standards Institute" 
(ANSI) standards. Meter accuracy shall comply with the 2001 ANSI C12.1 
standards. No metering device shall be placed In service or knowingly allowed to 
remain in service if It violates these standards. 

In 2006, Staff conducted a verification audit of the FE Central Electric Laboratory in 
Akron, OH used for calibration of meter equipment for customers of all three operating 
companies. 

In 2006, as part of the voltage audit. Staff conducted a review of OE's practices with 
respect to metering rule compliance to verify that OE has an ANSI C12.1 standard 
methodology, as required, for assuring that a customer's electric usage shall be 
metered by commercially acceptable measuring devices Staff examined calibration 
procedures, practices, and records control. 

Findings 

Staff found that the meters and other equipment examined had traceability to the 
National Institute of Standards and Traceability (NIST). The laboratory met ANSI C12.1 
as well as other (including nuclear and ISO Standards) requirements. The laboratory not 
only performs the calibration process for meters used to report customer electric usage 
but supplies the calibration process for FE as well. No noncompliances were noted. 
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Recommendations 

No recommendations are requested In this area at this time. 

O.A.C. 4901:1-10-06 
National Electrical Safety Code 

This rule requires that: 

Each electric utility shall comply with the 2002 edition of the American National 
Standard Institute's, "National Electrical Safety Code". The provisions in "session 
Order No. 285. "December 1. 1949. referring to the desiqnation of the medium 
loading district for a part of Ohio remain in effect 

Staff conducted various inspections of OE facilities for compliance with the National 
Electric Safety Code (NESC) requirements during the past four (4) years from April 
2003 to March 2007. A total of two-hundred seventy six (276) inspections evaluated 
compliance with rule 4901:1-10-06 O.A.C. requirements for substations; pad-mounted 
transformers; switch gear; and. other (pole or vegetation Issue) topics. 

For example, Substation requirements include a need for rooms and spaces; 
installations require supply conductors or cables rising from the trench to transfomiers; 
switchgear, or other equipment mounted on pads shall be so placed and arranged that 
they will not bear on the edges of holes through the pad nor the edges of bends or other 
duct work below the pad. Pad-mounted equipment shall have an enclosure that is 
either locked or othenwise secured against unauthorized entry. 

Findings 

The following Is a list of the routine field Inspections Staff conducted by NESC topic and 
the number of violations of the NESC that were found. 

Topic 

Substations 
Pad-Mount Transformers 
Switch Gear 
Other (PoleA/egetation) 
Total 

Inspections 

36 
182 
35 
23 

276 

Except 

4 
138 

2 
42 

186 

70 



FIRSTENERGY 
OHIO EDISON COMPANY 
Case Nos. 07-551-EL-AIR. etal. 

O.A.C. 4901:1-10-11 
Distribution Circuit Performance 

Rule portions 11(B) (1) and 11(C) require, among other things, that each EDU: 

Set forih a method for determining the performance of each EDU's (Electric 
Distribution Utility) distribution circuits. Each EDU shall submit no later than 
ninety days after each reporting period ending on December thlrtv-first a report 
to the director of the consumer sen/'ices department now the Service Monitoring 
& Enforcement Department or the director's designee that identifies the lowest 
performing eight percent (8%) of the EDU's distribution circuits for the previous 
twelve-month reporiino period. 

Since 2001, Staff reviewed OE reports which Identified the lowest performing eight 
percent (8%) of distribution circuits for the previous twelve-month reporting period. 
Circuits were selected and Inspected by field Staff In order to verify that OE had met Its 
corrective and/or preventative actions commitments. 

Staff conducted forty-three (43) routine field inspections to measure circuit performance 
during the past four (4) years from April 2003 to March 2007 of OE facilities. 

Findings 

No noncompliances were noted during these Inspections. 

Recommendations 

No recommendations relating to carrying out designated remedial activity are necessary 
at this time. 

Two-Pole Conditions 

As a result of Staff inspections revealing an increase in the number of two-pole 
conditions, Staff surveyed the regulated electric and telephone companies, (including 
Time Warner In a voluntary role), in ap attempt to reveal what was causing or 
contributing to the problem. A two-pole condition Is a situation where electric service 
has been removed from one pole and placed on a new pole, yet the old pole remains in 
place for several months to several years after the transfer of the electric service. The 
survey revealed that the level of communication between companies varied, and that 
the Joint Service Agreement requirements (responsible for who will remove & when) 
also varied between companies. 
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Staff then sought to identify the reason(s) for protracted pole transfer activity and old 
pole removal; develop measurements for such .activity; facilitate solution(s) for the root 
cause(s); eliminate old (pre 2006) two-pole conditions by 2010; and, resolve all future 
two-pole conditions within 12 months of their creation. 

To date FE has Indicated that It does not know how many two-pole conditions currently 
exist, and that a systematic tracking system for identification and remediation has not 
been developed. 

Recommendations 

Staff recommends that OE develop a systematic means of tracking all two-pole 
conditions In Its service territory including: location of poles; date of transfer of electric 
service; and, date of pole removal. 

Also, Staff recommends OE develop a process whereby it either retains the right of pole 
removal or simply executes the removal of the old pole, including if necessary a charge 
back of costs to other pole attaching companies as a result of Inactivity of the attaching 
parties. 

ELECTRIC SERVICE PERFORMANCE RELIABILITY ASSESSMENT 

The Reliability and Service Analysis Division (RSAD) develops, analyzes, and enforces 
reliability and service quality policies and rules for utilities. RSAD examined the Electric 
Service and Safety Standards, Rule 4901:1-10-10, O.A.C (ESSS Rule 10) which 
requires each electric distribution utility (EDU) to provide Staff an annual report of its 
system-wide performance against a set of reliability targets.^ These targets relate to the 
average frequency and duration of service Interruptions as well as the average 
availability of service. In monitoring each EDU's system reliability performance, Staff 
tracks two primary measures of interruption frequency and duration. 

One of these measures Is the system average interruption frequency index (SAIFl), 
which measures the average number of service interruptions per customer. Chart 1 
depicts the Applicant's SAIFl performance^ In relation to its target since the initiation of 
annual reporting required be ESSS Rule 10. Chart 1 indicates that OE missed its SAIFl 
target during each of the past three years (2004 through 2006) by generating an 
average Interruption frequency that exceeds its target level. 

' OE submitted its targets in 1999 to comply with Rule 4901:1-10-10 (B)(2), O.A.C. OE's target levels are based 
on its perfonnance during the lO-year period 1989 through 1998. 
" Both perfonnance and targets reflect the exclusion of major storm data as required by Rule 4901:1-10-10 (B)(3), 
O.A.C. 
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The other primary reliability measure Staff tracks is the customer average interruption 
duration Index (CAIDI), which Indicates the average time it takes the utility to restore 
service to those customers who experience outages. Chart 2 depicts the Applicant's 
CAIDI peri'ormance in relation to Its target since the Initiation of annual reporting 
required be ESSS Rule 10. As Chart 2 Indicates, OE has met Its CAIDI target during all 
but one of the past seven years (2000 through 2007) by generating an average 
restoration time that Is less than or equal to Its target level. 
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Although Staff Is generally satisfied with the Company's CAIDI performance, Staff Is 
concerned about the fact that OE has missed its SAIFl target over several reporting 
periods. Staff analyzed the Company's outage data during the period 2004 through 
2006 to determine the causes of OE's below-target adverse performance and Identified 
the following primary causes; 

• Equipment failures on the distribution system and within the substations 
• Unknown causes on the distribution system 
• Line failures on both the distribution and the sub-transmission systems 
• Trees/not preventable-caused outages on the distribution system 
• Vehicle accidents affecting the distribution system 
t Animal-caused outages on the distribution system and within the substations 
• Lightning on both the distribution and the sub-transmission systems and within 

the substations 

Staff peri'ormed further analysis on those causes where the Company may assert some 
control by performing additional maintenance or initiating replacement programs to 
reduce or prevent customer service outages. This analysis enabled Staff to Identify 
specific root causes of sustained outages. Staff further analyzed the following causes. 
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Equipment Failures 

The leading cause of equipment failures was substation breakers failing to operate 
properiy, which was caused by the failure of breaker controls followed closely by the 
failure of a high number of porcelain cutouts. Other causes of equipment failures were 
insulators within the substation and on the distribution and sub-transmission systems, 
and failures of substation transformers and distribution overhead transformers. 

Substation breakers - The Company reported that bad static relay controls caused the 
breakers not to operate properly at certain substations. The Company is replacing 
these static relay controls with more reliable microprocessor type controls. The 
Company Is also upgrading select relaying schemes with adaptive relaying. (With these 
focuses on station relaying, substation coded outages have been reduced in 2007 year-
to-date, compared to 2006.) 

Porcelain cutouts - Premature failure of porcelain cutouts caused outages on the 
Company's distribution system. The Company reports that it Is addressing these 
failures In the following ways: purchasing only polymer cutouts; replacing porcelain 
cutouts In locations experiencing multiple interruptions; and Instituting a program in 
2007, which Identifies all porcelain cutouts on capacitor banks and starting In 2008, the 
Company will Implement a program to replace these cutouts. 

Insulators - Insulator failures have occurred in substations and on the transmission 
system. There has been select rebuilding of poor performing transmission lines, which 
Included the replacement of porcelain insulators with polymer insulators. The insulator 
failures that occurred In substations were typically on the bus supports. As part of the 
monthly Inspection of substations, the Company is closely inspecting the bus support 
Insulators. 

Transformers - The majority of the customers affected by transformer failures have 
been due to failure of distribution substation transformers. Although the failure rate of a 
substation transformer Is low, a single event can have a large impact on customer 
service. The Company's monthly substation inspection program collects load 
information on transformers and the Company uses this information to predict loads and 
avoid or reduce future transformer failures. 

Unknown Causes 

Beginning in 2005, the Company began coding more outages as "Unknown", Prior to 
2005, there were a higher number of outage events being coded as caused by animal, 
bird, lightning, and wind. When the Company analyzed these outage events, it 
discovered that line and/or substation personnel responding to these outages did not 
always find definite signs of animals, birds, lightning or wind exceeding sixty mUe-per-
hour (MPH) or 40 mlles-per-hour with half-inch ice in the areas of fault locations. The 
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National Electric Safety Code (NESC) requires that overhead distribution infrastructure 
be designed to withstand winds up to about 40 MPH with half-Inch of Ice. 

If there were no definite signs of animals, birds, lightning or strong winds, then some 
other factor caused the outage. If a cause cannot be determined, then the Company's 
current policy Is to code the outage "Unknown". The Company's rationale Is that It 
would be better to code the outage as "Unknown" than to misspend or misdirect 
remedial activities. When the dispatchers code outages as "Unknown", they also record 
the weather conditions at the time of the outage. The Company uses the weather 
condition Information when It performs a detailed study as part of the circuit review 
process. 

Once the Company restores service after a distribution outage, it requires the 
troublemen to perform patrols to try and determine the outage cause as long as the 
patrol does not delay the restoration of service to other customers. In areas of repeated 
unknown outages, the Company repori:ed that it uses faulted circuit indicators and 
additional patrols to help identify the outage cause. 

The Company reported that it conducted a protection study targeting distribution circuits 
with concentrated areas of outages. That study Included searching for expulsion 
arresters, which the Company found to be a major factor In unknown outages. When 
the Company finds one of these arresters it schedules the arrester to be fused off or 
replaced. 

The Company also reported that after each sub-transmission and transmission outage, 
it performs a patrol to try and determine the outage cause, and some lines receive a 
helicopter patrol if no cause can be found. 

Staff commends the Company for Its detailed focus on determining the root cause of 
outages. In recognition of the "black box" aspect of the unknown code, and a desire to 
identify as much as possible the cause of an outage and therefore its appropriate 
remediation, each usage of the Unknown code should be tracked and trended for 
patterns. The Company should be required to maintain records documenting its 
Implementation of Staff's recommendation and provide Staff with a yearly report that 
meaningfully examines the pattern of unknown causes to determine any similarities In 
Its usage (i.e. geographic, facility specific, technology specific, etc.). All remedial 
activity done on a circuit outage coded "unknown" should be provided to Staff In a Staff 
designated format. Lastly, efforts to find the root cause of an outage coded as 
"Unknown" should not hinder the restoration of service to customers. 

Line Failures 

The leading cause of line failures was the failure of bare overhead conductor on the 
distribution and sub-transmission systems, followed by failures of underground direct 
buried conductor on the distribution system. Other causes of line failures were failures 
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of bare overhead conductor on the sub-transmission system, failures of substation 
reclosers, and failures of jumpers on the distribution and sub-transmission systems. 

Bare overhead distribution conductor, underground direct buried distribution conductor, 
bare overhead transmlssion/sub-transmission conductor, and jumpers - The Company 
reported that the failures of these types of conductor were due to breakage, splice 
failures, and jumper failures. In 2006, the Company implemented a periodic program 
for the Infrared scanning of its distribution system to detect conductor hot spots. The 
Company began by scanning its worst performing circuits followed by evaluating circuits 
with the highest number of line failures. The Company also performs distribution circuit 
inspections on a five-year and on a spot inspection (of poor performing circuits) basis. 

Substation recloser - Jumpers (line conductors) have failed because substation 
breakers did not trip properly. The conductor failure was the result of excessive current 
flow due to Improper operation of the substation breaker (Substation recloser). See 
discussion of substation breakers In the Equipment Failures section for corrective 
actions. 

Trees/Not Preventable 

The Company reported that the increase in the number of outages coded 'Trees/not 
preventable" was due to storms being responsible for causing more trees located 
outside of Its tree trimming right-of-way to fall into its distribution facilities. The 
Company reported that beginning in 2008 it would be utilizing additional resources to 
seek out and remove danger and weak trees located outside of its rights-of-ways. 

Staff recommends that the Company also perfomi enhanced vegetation clearance 
within the first protection zone on the backbone or mainline of its distribution circuits. 
This enhanced vegetation clearance requires the removal of any overhang that is up to 
six inches In diameter that contains a heavy canopy of vegetation extending out to the 
end of the branches and/or limbs even if these branches/limbs are located outside of 
the Company's tree trimming rights-of-ways. Where there are vegetation clearance 
barriers such as community or customer prevention, Staff recommends that the 
Company work with these communities and customers in order to achieve the 
recommended clearance. 
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Vehicle 

The Company's outage data reveals a continual increase In the number of vehicle 
caused outage events on the distribution system. The Company has no control over 
preventing or reducing the number of vehicle caused outage events. 

However, Staff believes that the Company should always look for ways to reduce its 
customer's exposure to outages. In this case, possible ways to reduce exposure may 
include improved sectionalizing, fusing, and circuit networking. 

Animal 

The Company continues to experience animal-caused outages both on its distribution 
lines and Inside Its substations. Preventing animals from accessing and coming in 
contact with energized components has always been a struggle with the electric 
industry. One way the animals access electric distribution lines and get into substations 
is by way of vegetation. However, based on the Company's outage data, trees located 
inside the Company's rights-of-ways and around the perimeter of its substations 
currently do not seem to be an issue. 

Staff recommends that the Company continue to install animal guarding on all overhead 
line equipment and substation equipment protecting all exposed energized components 
from animal contact. The Company reported that whenever it plans substation 
maintenance and it installs a mobile substation, it then will animal guard the substation. 
The Company Is encouraged to install animal guarding solutions around the substation 
perimeter fencing because if animals are unable to enter into a substation they will not 
be able to cause substation outages. 

Lightning 

The Company's outage data shows a significant drop in the number of lightning caused 
outages during 2006 for all parts of the Company's system (Distribution, Substation, 
Sub-transmission, and Transmission). A lightning damage cause code is only used 
where lightning damage, such as: a flashed Insulator, lightning damaged conductor, 
blown surge arrester, blown transformer showing lightning damage, or lightning 
damaged pole are found to be a contributor of the outage event. 

The more strict use of the lightning damage cause code supports the Company's 
initiative to code outages as accurately as possible as was discussed in the 
aforementioned "Unknown Causes" section. Although this initiative currently reduces 
the number of outages coded "Lightning", the Company should continue to Install 
lightning protection to mitigate lightning caused outages on its overhead lines and within 
its substations. 
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All of the actions that the Company Is taking or plans to take along with the actions that 
the Staff Is recommending will help in reducing customer exposure to sustained 
outages, therefore Improving system SAIFl. Other unforeseen factors may offset some 
of the expected Improvement. Most of the Improvement should be realized over the 
next five years with some actions showing Immediate improvement while other actions 
that will take time to complete may not recognize the full impact until the end of the five-
year period. The Company reported that it has realized benefits from some of the 
actions that it has already implemented such as the upgrading of circuit relaying 
schemes that has shown a reduction in substation-coded outages during 2007 as 
compared to 2006. Other actions such as the replacement of porcelain cutouts and the 
completion of the first cycle of enhanced vegetation clearance may take most of the 
five-year period to realize the full Impact of the Improvement. 

Customer Service Audit 

The Service Monitoring and Enforcement Department's Investigation and Audit Division 
(IAD) educates customers about utility issues, mediates disputes, and audits utilities' 
customer service practices. Staff receives complaints and inquiries through letters, 
referrals, and calls to Its toll-free hotline. 

IAD performs audits of regulated utility companies in order to ensure compliance with 
current rules and regulations. Overall, Staff found that the customer service practices 
and policies of the Company, as reviewed and observed by the team, comply with the 
applicable rules and regulations set forth by the Commission. However, the Company 
does not provide all service establishment information on its website. Due to the 
requirement that customers be given all options regarding the establishment of service, 
Staff recommends that the Company add details to the deposit information on the 
website regarding the alternatives to establish credit, including the option of providing a 
guarantor or payment record for history with another electric utility. 

Subsequent to the customer service audit, the Company made several changes in their 
disconnection policies. Among these is a reduction In the hours that customers can 
make a payment and have service restored the same day. While the new policy is stilt 
in compliance with the disconnection rules, it has engendered many customer 
complaints. 
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Customer Service Assessment 

Staff reviewed the contacts made by Company customers to the Commission's call 
center for the period of January 1, 2005 through October 15, 2007. Overall, 11,206 
contacts were made during this period, with 3,422 in 2005, 3,826 in 2006 and 3,958 In 
2007 to date. 

Contacts about disconnection Issues or payment arrangements prompted the largest 
number of contacts, with 4,389 for the three year period Two thousand twenty-two 
customers called IAD before calling the Company. Most of these customers were 
seeking account Information and were directed back to the Company to give the 
Company the first opportunity to respond to their customers. Next were billing issues 
with 2,299 contacts. 

Service Issues, including new service, comprised the next category with 1,576 contacts, 
including 88 customers who voiced their concerns about the quality of the Company's 
customer service. Sixty-one customers contacted the Commission's call center over 
the three year period because they had difficulty reaching the Company. Issues 
relating to competition Including government aggregation accounted for 370 contacts. 
One hundred eight customers had comments on the Company's policies, while 92 had 
comments on the Commission. The other 289 were miscellaneous contacts, such as 
questions about utility easements. 

Contact numbers for each category remained relatively consistent each year with the 
exception of the disconnection category. These contacts Increased from 1,286 In 2005 
to 1,773 In 2007 to date. These contacts have Increased as the Company has 
tightened Its policies on disconnections, while reducing the numbers of customers that 
can have their service reconnected the same day as they make their restoral payment. 

Staff found during customer contacts that when a customer requests to be placed on 
the Commission-ordered one-third payment plan, the Company does so but then 
encourages the customer to agree to be placed on the one-sixth payment plan for the 
remaining balance. If the customer does not agree, then the Company will allow the 
customer to pay the one-third amount during the winter heating season. However, 
since the Company's computers are not programmed to accept the one-third plan, the 
customer must call in each month with a receipt number for the one-third plan amount 
and state to the representative that he/she wishes to be placed (again) on the one-third 
plan. The customer should not be subject to a disconnection notice monthly, when 
he/she is paying on the Commission-ordered one-third payment plan during the winter 
heating season. The Company needs to allow customers to use the one-third plan 
without putting the burden on customers to set up the plan monthly. Staff recommends 
that the Company update the computer system to permit customers to use the one-third 
plan without burdening customers with extra monthly requirements in order to avoid 
disconnection of service. 
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MANAGEMENT AND OPERATIONS REVIEW 

Section 4909.154 of the Ohio Revised Code states that the Public Utilities Commission 
shall consider the management policies, practices, and organization of public utilities In 
fixing the just, reasonable, and compensatory rates, joint rates, tolls, classification, 
charges or rentals to be observed and charged for service of any public utility. 

In 1985, the Commission approved an amendment to the Standard Filing 
Requirements. This amendment (4901-7-01) requires medium and large utilities to 
Include In their rate filings a concisely written summary of their management policies, 
practices, and organization. Among other things, the summary is to include a 
discussion of policy and goal setting, strategic and long range planning, organization 
structure, decision making and controlling, and communications for the company's 
executive management process (Schedule S-4.1) as well as for forty-five functional 
areas common to most electric utility companies (Schedule S-4.2). 

Staff routinely reviews the S-4.1 and S-4.2 schedules, applicant performance, and 
various events relating to the applicant's management. As a result of these review 
activities, the Staff selects certain management topics for rate case reporting. In the 
current rate case, the Staff reports on FirstEnergy's (FE) Programs for Energy 
Conservation and Demand-Side Management and Corporate Affiliated Transactions. 

ENERGY CONSERVATION & DEMAND-SIDE MANAGEMENT 

Energy conservation and demand-side management, as a tool of utility company 
strategy and as a public policy direction has had a spotty history In Ohio over the last 
twenty years. Demand-side management (DSM) programs are organized utility 
activities that are intended to affect the amount and timing of customer electricity usage. 
DSM programs include peak clipping, strategic conservation, load shifting, valley filling, 
and strategic load grovrth options. A DSM program is a series of measures intended to 
encourage specific groups of customers to modify their energy usage patterns in a 
manner consistent with the utility's objectives while maintaining customer satisfaction. 

In the eariy 1990's, the Commission required electric companies to develop and present 
integrated resource plans in their Long-Term Forecast Reports to the Commission. 
Integrated resource planning used both supply-side and demand-side approaches to 
produce a least-cost plan that met a utility's and Its customers' future electric 
requirements. 

In 1999, the passage of Senate Bill 3 restructured the Ohio electric utility industry. The 
vertically integrated utility Industry was split into transmission, generation, and 
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distribution sectors. Only the distribution sector remained under State (P.U.C.O.) 
regulation. Since an unregulated market would be responsible for future electric 
generation, investments by the distribution sector Into DSM programs waned. 

On January 4, 2006, the Commission Issued an Opinion and Order in Case No. 05-
1125-EL-ATA, et. al., accepting a stipulation entered Into by the majority of parties to 
the case. In the stipulation, FE agreed to implement DSM programs for the years 2006 
through 2008 with a budget of $25 million. 

To review FE's conservation and Demand-Side Management programs, Staff 
developed an encompassing data request to gather the significant Information related to 
each energy conservation and demand-side management program. In response, FE 
supplied a narrative of their current energy conservation and demand-side management 
programs Including the budget and the method(s) for evaluating each program. This 
narrative Is supplied In part below. 

FIRSTENERGY'S COMMUNITY CONNECTIONS PROGRAM 

FE's Community Connections Program provides traditional energy efficiency and 
weatherization Improvements as well as a partnership with Habitat for Humanity to build 
Energy Star-rated homes, both for low Income residential customers. The Community 
Connections program piggybacks funds on existing state and federal energy assistance 
programs that are administered by various groups, such as local community action 
agencies and county departments of development. 

The Ohio Partners for Affordable Energy (OPAE) currently administers FE's energy 
efficiency program. Roof repair and replacement and electrical upgrades are included 
as part of the program even though these items are generally not considered to be 
weatherization or traditional energy efficiency measures. Habitat for Humanity Ohio 
currently administers FE's Habitat for Humanity Energy Star program. Customers of the 
Community Connections Program are typically at or below 150% of the federal poverty 
income level. 

The initial funding for the program was for five (5) years (2001-2005) as stated in FE's 
Electric Restructuring Plan. The current funding for the program is for three (3) years 
(2006-2008) as stated In FE's Rate Stabilization Plan. The expenses associated with 
the program are not Included In the current rate case. 
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FIRSTENERGY'S DEMAND-SIDE MANAGEMENT PROGRAMS 

FE's (FE) DSM program for the Ohio distribution utilities for the 2006-2008 time-period 
consists of two separate programs: 

1. Home Performance with Energy Star (HPwES), and 
2. Air Conditioning Direct Load Control (DLC). 

Evaluation 

The Supplemental Stipulation included a provision for the evaluation of both DSM 
programs. The continuation of either of program will be subject to the program passing 
a Total Resource Cost (TRC) Test, which compares program benefits to program costs. 

Objective 

Both programs are designed to pass the TRC Test as well as be cost-effective. The 
HPwES program should create a market for home improvement contracting that targets 
a whole house approach to energy efficiency improvements. As a result, 
comprehensive home energy assessments and energy efficiency Improvements should 
be implemented In customers' homes. The DLC program will be implemented in a way 
that the cumulative effect of devices In the field can be activated so that load can be 
reduced during critical times. To accomplish this objective, FE must be able to attain 
verifiable and reliable results of the devices in the field. 

Program Availability 

The HPwES program will be available to residential homeowners of exisfing one-to-four 
family homes. To achieve the desired load reduction results, the DLC program will be 
available to residential homeowners who have a central air conditioning system and 
meet summer usage criteria. 

Funding, Budget <& the Rate Case 

The company has requested in its current distribution rate case that all costs to conduct 
the DSM programs be deferred and recovered through a semi-annual reconcilable rider, 
including carrying costs. The deferred costs will include administrative costs and any 
lost distribution revenue resulting from the implementation of the DSM programs. The 
proposed DSM rider Included in the current rate case Is designed to collect all DSM 
costs Incurred from residential customers over a three-year period beginning in 2009. 

The Supplemental Sfipulatlon set the budget at $10 million for the HPwES program and 
$15 million for the DLC program, Initially to be spent over the three-year time frame. 
However, any funding not spent during 2006-2008 rolls over for one year, thereby 
potentially extending the programs through 2009. 
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Home Performance with Energy Star 

The HPwES program offers customers a comprehensive home energy assessment 
performed by an Independent contractor who has been trained and certified by the 
Building Performance Institute (BPI). The contractor will perform diagnostic tests and 
review the customer's home for energy efficiency improvement opportunities. Following 
complefion of the home energy assessment, the contractor will provide the customer a 
description of the recommended measures the customer could implement to improve 
the energy efficiency of their home, specifically targeting areas for electricity savings. 
Customers will then decide which measures to complete to improve the energy 
efficiency of their home. 

To initiate a robust market for the HPwES program, incenfives will be offered to 
participating contractors and customers. For participating contractors there will be 
incentives for BPI training and certification, diagnostic equipment, and comprehensive 
jobs completed. For participating customers, a portion of the home energy assessment 
will be paid for by FE (paid directly to the contractor). In addition. FE will reimburse the 
customer for a portion of the cost of qualifying improvements, up to a maximum of 
$1,250 per customer as determined In the Supplemental Sfipulation. 

Program Administration 

In May 2007, FE awarded a contract to ICF Consulting to administer all aspects of the 
HPwES program. ICF's scope of work includes assisting FE in program design and 
research, contractor training and recruitment, marketing, quality assurance and control, 
and continuing program review. 

A separate contract was awarded to PA Consulting for evaluafion of all aspects of the 
HPwES program In May 2007. PA Consulting's scope of work includes customer and 
contractor baseline surveys to measure the Interest and awareness for home 
performance contracting, program evaluation of ICF (tracking systems, contractor 
enrollment, and quality control), and a final program evaluation and impact report. 

Air Conditioning Direct Load Control 

The DLC program offers customers a Carrier programmable thermostat where both the 
unit and the Installation are at no cost to the customer. As a participant In the DLC 
program, customers agree to let FE Increase their thermostat setting by up to four (4) 
degrees Fahrenheit for up to a four-hour time period during days of high demand for 
electricity. FE will not adjust customers' thermostats more than 20 times per year, 
which Is below the limit of 30 fimes per year set forth In the Supplemental Stipulation. 
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The Carrier thermostat has wireless two-way communications capability. The 
thermostat adjustment Is Inlfiated by FE through an internet-based software. The 
software sends a wireless signal to all participating households through a SkyTel paging 
system. Following the curtailment event, the themiostat will automatically reset to the 
customer's previous programmed setting. 

The customer has the ability to override the temperature adjustment by pressing a 
button on the thermostat control panel. The two-way communications feature of the 
Carrier thermostat allows FE to verify which customers overrode an event and at what 
time. FE can verify If a household did not receive the signal because of a 
communications problem. As an incentive to participate, customers receive a gift card 
upon installation of the thermostat as well as the opportunity to participate in an annual 
drawing for Energy Star rated appliances. 

Program Administration 

In May 2007 FE awarded a contract to Carrier to procure the thermostat and 
communications device for the DLC program. A separate contract was awarded to 
GoodCents for the admlnlstrafion of all aspects of the DLC program In May 2007. 
GoodCents' scope of work for the DLC program includes thermostat Installation using 
their technician staff, marketing, contact center staffing, scheduling, and continuing 
program review. 

Conclusion: 

Staff concludes that FE Is making strides in meeting the objectives of the Supplemental 
Stipulation in FE's Rate Certainty Plan (RCP). The current DSM program offerings 
appear to be well designed and conservative In nature in that they are designed to pass 
the TRC Test as well as be cost-effective. As of the date of FE's rate case filing, the 
Company had projected (through February 2008) the deferral of $2.49 million for the 
Toledo Edison service territory, $4.47 million for the Cleveland Electric Illuminating 
Company service territory, and $5.41 million for the Ohio Edison Company service 
territory. 

As of the preparation of this Staff Report, FE's programs are still in their infancy and 
therefore premature to consider evaluating for their effectiveness In meeting the 
Company's objectives as well their respecfive cost vs. benefit values. 

Recommendation: 

It is not yet apparent what new state laws, policy Inifiatives, or regulations might Impact 
conservation and demand-side management efforts. It is clear that conservafion and 
DSM programs make more sense with a vertically integrated utility structure. Under the 
current electric utility and market structure, DSM may have a role in assisfing Regional 
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Transmission Operators (RTO's) in maximizing the efficiency in their mix of generating 
options to electricity demands in the regional or local system, but the manner in which 
these DSM costs may best be recovered are not yet clear. Nevertheless, on a national 
scale, environmental concerns associated with coal fired generating facilities, 
uncertainty about the future role of nuclear power, and the resuming increased use of 
natural gas to fuel electric generation, have all combined to put upward pressure on 
energy prices. Given this environment, conservation and energy efficiency have a 
positive role to play in controlling energy costs. 

Until such State laws, initiatives, or regulations for restructuring the utility Industry are 
forthcoming, Staff has no specific recommendations regarding FE's Energy 
Conservation and Demand-Side Management Programs. However, as FE's DSM 
programs mature, It Is recommended that these programs be evaluated for their costs 
and benefits. At that point In fime, perhaps a framework will be in place to better Identify 
the true costs and benefits while assuring that the benefits, like the costs, can be shared 
by the ratepayers funding the programs. 

Staff supports FE's proposal for a DSM Rider to track the costs of the Company's DSM 
programs. The proposed DSM Rider should be exclusive of any DSM costs included In 
base rates. The DSM Rider would allow the flexibility for interim changes In FE's DSM 
programs as the situation merits while also providing an audit trail for Staff and the 
Company to track the costs of the DSM programs. Staff recommends that FE's DSM 
Rider be reviewed semi-annually, as proposed, and include an evaluation of the 
Company's DSM programs to that date when each program includes enough data to 
perform an analysis. 

CORPORATE AFFILIATED TRANSACTIONS 

Objective 

The objective of the investigation was to determine the appropriateness of the type, and 
cost of the transactions between CEI, OE and TE (the operating companies) and their 
affiliates, including First Energy Services (FES). 

Corporate Structure 

FirstEnergy Corporation Is a diversified energy company headquartered In Akron, Ohio. 
Its subsidiaries and affiliates are involved In the generation, transmission and 
distribution of electricity as well as energy management and other energy-related 
services. The Company operates primarily through two core business segments: 
Regulated Services, which provides transmission and distribution services, and Power 
Supply Management Services. The Regulated Services segment Is comprised of seven 
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electric utility operating companies, including Ohio Edison Co., The Cleveland Electric 
Illuminating Co., The Toledo Edison Co., Jersey Central Power and Light Co., 
Pennsylvania Electric Co., Penn Power and Metropolitan Edison Company, and 
American Transmission Systems Incorporated, which operates the Company's 
transmission assets. The Power Supply Management Services segment owns and 
operates most of the Company's generation assets, and Is also responsible for 
wholesale purchase of electricity, energy management and other energy-related 
services. The primary subsidiaries in this business segment are FirstEnergy Nuclear 
Operating Company and FirstEnergy Solufions Corporation (fonnerly FirstEnergy 
Services Corporation). 

Analysis 

As part of the invesfigatlon Staff reviewed various documents and conducted multiple 
interviews. The document review Included: 

• The Service Company Agreement 
• A detailed list of all goods and services provided First Energy Solutions (FES) 

and the operafing companies 
• The Social Club dues being allocated by FES to the operafing companies 
• The factors used to allocate cost between FES and its affiliated companies 
• 24 months of pre test year data from service company, which is allocated to 

the operating companies account (923 outside services) 

Staff's review of the charges from FES to the operating companies Initially encountered 
inappropriate social club costs being allocated to the operating companies, the 
company explained that this was an oversight and those costs were removed from the 
revenue requirement calculation in the supplemental filing. In addition the Staff found 
that the Service Company Agreement had not been updated since the repeal of the 
1935 SEC Act. The Service Company Agreement mentions the Act as a guiding 
principal and, Staff believes the Service Company Agreement should be amended to 
reflect the Act's repeal. 

Staff typically performs simple linear regression analysis on the labor portion of the 
service company cost being charged to the operating companies to test the 
reasonableness of the budgeted portion of the test year fees. However, due to the 
relatively low R-squared value\ Staff instead used a moving average of the previous 
24 months of charges from FES to the operafing companies in account 923 (account 
923 captures the largest percentage of charges from FES to the operating companies). 
Staff found that for CEI, OE and TE the charges, which total $17,197,919 (CEI), 
$22,315,066 (OE), and $10,165,081 (TE) were within a reasonable range and conclude 
that no adjustment was necessary. 

Percentage of change explained by movement in a benchmark index-in this case time (months) 
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Findings 

Staff found that the Service Company Agreement had not been updated since the 
repeal of the 1935 SEC Act. The Service Company Agreement mentions the Act as a 
guiding principal and Staff believes the Service Company Agreement should be 
amended to reflect the Act's repeal. 
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AMI/SMART METERING/MODERN GRID 

Background 

As a part of fulfilling the Energy Policy Act of 2005 the states were charged to 
investigate whether or not it Is appropriate that the First Energy Operafing companies 
provide and install fime-based meters and communications devices for each of their 
customers which enable them to participate in fime-based pricing rate schedules and 
other demand response programs. The Commission initiated such a proceeding, first in 
case No. 05-1500-EL-COl and then in subsequent Case No. 07-646-EL-UNC through 
informal workshops held at the Commission to evaluate these issues. The First Energy 
Operating companies are expected to file with the Staff their initial cost-benefit analysis 
of an AMI deployment ufillzing the McKinsey model on December 13, 2007. The 
Companies are also expected to file the societal and customer benefits associated with 
their proposed AMI deployment as well. If such a deployment is determined to be cost-
effecfive, It Is expected that the First Energy Operafing companies would have a 
timeline for its deployment. 

In addition to an advanced meter infrastructure deployment, parties have also discussed 
the potential deployment of advanced and automated distribution technologies as a 
complement to smart meters. Typically, both of these systems would work together and 
would rely on a common communlcafion network to achieve a larger set of benefits. 
The AMI benefits alone include increased operafing efficiencies, enhanced customer 
and utility Informafion and communications, demand response savings, and other 
potential benefits and Innovative services (e.g. HAN or Home Area Network). 

AMI lays the groundwork for a wide range of operafional utility benefits. These benefits 
Include: 

reduced meter reading costs, 
fewer meter-reading errors, 
fewer estimated meter readings, 
fewer billing adjustments, 
reduced need to enter customers' homes to read inside meters 
credit and collecfion savings 
reduced uncollectible expense 
call center savings 

complaint reduction 
revenue enhancement due to: 

o Improved theft detection 
o Increased meter accuracy 

remote system monitoring savings 
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• meter inventory operational savings 
• distribution asset management savings 

AMI will likely also provide for other, more difficult to quantify benefits including: 

• avoided capacity costs due to demand reductions during high price peak 
periods, 

• environmental cost savings, 
• additional consumer surplus value from reduced outage fimes, 
• quicker adopfion of eCommerce by customers to make payments and 

understand their consumpfion patterns 

Staff believes that the potenfial benefits of AMI to First Energy's retail customers justify 
adopting Rider AMI/Modern Grid as a place-holder. Staff therefore recommends the 
Commission approve this rider for the Company's operafing companies and order the 
Company to maintain this Rider at a zero-dollar balance unfil the Staff and the 
Commission have an opportunity to assess the costs and benefits associated with a 
FirstEnergy AMI/Modern Grid rollout project as a whole. The Staff recommends that the 
recovery of such costs through this Rider be net of those ufility benefits associated with 
an AMI/Modern Grid deployment. 
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r-̂  oô  ON_̂  r-̂  fn , o , r-̂  o_ o , o \ O. oo__ rj-^ 
Q o ' f * ^ o d ^ ^ O N ' o ' f n o o " o " o ' r n O N ' r n 

^ o v p o o o o r - O N N O o 
•^l ^.. wn̂  un̂  oô  r-t ON f n 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Casta Working Capital 
For the Twelve Months Ended Febraary 29, 2008 

Dala: 3 Months Actual & 9 Months Estimated 
Rclbrcnce No(s).: Applicant's Schedule WPB-5.0a & Staffs Schedule C-3, Staffs Workpapers 

Schedule B-5. 

Line 
No, 

1 
2 
3 
4 
5 

6 
7 
S 
y 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

Description 
(A) 

Operating Revenyieg 
Electric Revenues 
Other Revenues 

Revenue Lag Allowance 

Operation & Maintynangg Expgjiggs 
Purchased Power 
Payroll 
Employee Benefits 
Other O&M: 

Tree Trimming Contracting Fees 
Outside Services Employed - FE Service 
Uncollectibles 
Other 

Total O&M Expense 

Depreciation and Amortization 
Depreciation Expense 
Amortization of Limited-Term Electric Plant 
Regulatory Debits / Credits 

Total Depreciation and Amortization 

Taxes Other Than Income Taxes 
Employee Income Taxes 
Ofiio CAT Tax 
Ohio KWH Tax 
Ohio Property Tax 
PA Franchise Tax 
Ohio Sales & Use Tax 
Other Taxes 

Total Taxes Other Than Income Taxes 

Ingomg T^xgj 
Federal Income Taxes 
Ohio State Income Tax 
PA State Income Tax 
Municipal 
Provision for Deferred Income Taxes 
Investment Tax Credit 

Total Income Taxes 

Net Operating Income 

Interest on Long-Term Debt 
Return on Common Equity 

Expense Lag Allowance 

Working Capital 

Jurisdictional 
2/29/2008 
Amount 

(B) 

S486,620,4S8 
30,967,029 

$517,587,517 

(S57,939,654j 
82.606,482 

1,929,275 

35,338.156 
11,993.723 

SI 5,634,832 
50,005.543 

119,568,357 

57,092.241 
3,338.635 

(83,496;227i 

(23,065,351) 

5,319,957 
800,606 

97,000,241 
57,864,342 

778,622 
71,090 
9,802 

161,844,660 

18,489,697 
1,630,682 

524,804 
510,542 

52,223,565 
(1,289,181) 

72,090,109 

187,149,742 

61,145,527 
126,004,214 

$517,587,517 

Adjustment 
Amount 

(Q 

Sl,l 12,830 
(10,345,630) 

[$9,232,800) 

557,939.654 
2,879.450 

18,770,382 

0 
0 

(11,778,880) 
(5,131,692) 

62,678,914 

4,915,691 
0 

111,956,487 

116,872,178 

23,081 
(7,573) 

(4,730,846) 
(2,731,216) 

0 
0 

3,140,701 

(4.305,S53) 

(!,076,S0!) 
(798,447) 
(365.706) 
n7S.U6) 

(59.085,763) 
0 

(61,51>4,K33) 

(122.973,206) 

(16,.37B,312) 
(10*1,594,893) 

($9,232,800) 

Adjusted 
Jurisdictional 

Amount 
(D) = (B)+{C) 

$487,733,318 
20,621,399 

$508,354,717 

SO 
85,485,932 
20.699.657 

15,338,156 
11.993,723 
3,855,952 

44,873,851 

182,247,271 

62.007,932 
3338,635 

28.460,260 

93,806,827 

5.343,038 
793.033 

92,269.395 
55.133,126 

778.622 
71.090 

3,150.503 

157.538.807 

17,412,896 
832,235 
159.098 
332,426 

(6,862,198) 
(1,289.181) 

10,585,276 

64,176.536 

44,767,215 
19,409,321 

$508,354,717 

Lead/Ug 
Days 
(E) 

22.9 
106.9 

26.3 

30.5 
76.3 
22.7 

45.2 
26.6 
24.4 
52.3 

57.3 

0,0 
0.0 
0.0 

0.0 

3.5 
88.3 
35-2 

309.0 
30.0 
19.8 

(95.3) 

127.6 

37.5 
274.3 

30,0 
87.8 
O.D 
0.0 

86.5 

91.2 
0.0 

69.9 

Weighted 
Dollar 
Days 

(F) = (D) '(E) . 

$11,157,723,763 
2,204,065,173 

$13,361,788,936 

$8 
6,522,576,608 

469,142,798 
0 

693,284,651 
319,033,032 
94,085,220 

2,346,902,390 

10,445,024.707 

0 
0 
0 

0 

18,700,633 
70,024,846 

3,247.882.704 
17.036,135,909 

23.358,660 
1,407,582 

(300,242,916) 

20,097,267,418 

652,983,606 
228,281,979 

4.772,949 
29.187,006 

0 
0 

915,225.540 

4,082.770.008 
0 

$35,540,287,673 

Cash 
Working 
Capital 

(G) "(F)/365 

$30,569,106 
6.038,535 

$36,607,641 

SO 
17,870.073 
1,285.323 

0 
1,899.410 

874.063 
257.768 

6,429,870 

28,616.507 

0 
0 
0 

0 

5L235 
191,849 

8.898,309 
46,674,345 

63,996 
3,856 

(822.583) 

55,061,007 

1.788.996 
625,430 

13,077 
79,964 

0 
0 

2.507.467 

11,185,671 
0 

97,370,652 

($60,763,011) 
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Ohio Edison Company 
Case No, 07-551-EL-AIR 

Taxes Other Than Income Adjustment 
For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: Staffs Schedules C-3.22a-h 

Schedule C-3.10 
Page 1 of I 

Line 
No. Description 

Supporting 
Schedule 

Jurisdictional 
Amount 

1 Property Taxes 

2 Commercial Activity Tax 

3 KWH Tax 

4 FICA Taxes 

5 Federal Unemployment Taxes 

6 State Unemployment Taxes 

7 PUCO and OCC Assessments 

8 Miscellaneous Taxes 

9 Total 

10 Test Year Taxes Other Than Income 

11 Adjustment (9 - 10) 

C-3.IOa 

C-3.10b 

C-3.I0C 

C-3.10d 

C-3.J0e 

C-3.1 Of 

C-3.IOg 

C-3. i Oh 

$55,133,126 

793.033 

92,269.395 

5,225.886 

59,641 

57.511 

3,140.701 

859,514 

157,538.807 

161,844.660 

(S4,305,S53: 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Caicutation of Property Taxes 
For the Twelve Months Ended February 29. 2008 

Schedule C-3,1 Oa 
Data: 3 Months Actual & 9 Months Estimated Page I of I 
Reference No(s),: Staffs Schedules C-3.22al&2 

Line Jurisdictional 
No. Description Amount 

1 Personal Property Taxes $54,239,440 

2 Real Property Taxes 893.686 

3 Total Property Taxes (1 + 2) $55.133.126 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Calculation of Personal Property Taxes 
For the Twelve Months Ended February 29,2008 

Data; 3 Months Actual & 9 Months Estimated 
Reference No(s).: See Footnotes 

Schedule C-3.1 Gal 
I ofl 

Line 
No, Description Jurisdictional Amount 

Transmission 
Plant 

$169,322,455 
10,607.156 

158.715.299 

0 
358,567 

0 
6,683,671 
7.042,238 

$151,673,061 

39.87% 

$60,478,217 

85,00% 

$51,406,485 

7.90% 

$4,061,112 

Distribution 
Plant 

$1,766,447,944 
18.557,667 

1,747,890,277 

22,272 
2.770,294 

0 
108.535,628 
111.328,193 

$1,636,562,084 

45.52% 

$744,901,608 

85.00% 

$633,166,367 

7.90% 

$50,020,143 

General 
Plant 

$101,932,025 
68.351,583 
33.580,442 

303,410 
0 

626.559 
0 

929.969 

$32,650,473 

25.55% 

$8,343,056 

24.00% 

$2,002,333 

7.90% 

158.184 

$54,239,440 

1 Jurisdictional Plant in Service (a) 
2 Jurisdictional Real Property (b) 
3 Jurisdictional Personal Property (1 - 2) 

Exclusions and Exemptions 
4 Capitalized Asset Retirement Costs (a) 
5 Exempt Facilities (c) 
6 Licensed Motor Vehicles (c) 
7 Capitalized Interest (c) 
8 Total Exclusions and Exemptions (4 thru 7) 

9 Net Cost of Taxable Personal Property (3 - 8) 

10 True Value Percentage (c) 

11 True Value of Taxable Personal Property (9 x 10) 

12 Assessment Percentage (d) 

13 Assessment Value (11x12) 

14 Personal Property Tax Rate (e) 

15 Personal Property Tax (13 x 14) 

16 Total Personal Property Tax (15) 

(a) Staffs Schedule B-2.1 

(b) Staffs Schedule B-2.1. Accounts 310. 311. 350, 352, 360, 361, 389. 390 and 390.3 

(c) Derived from Applicanfs Workpapers WPC-3.3c2 thru WPC-3.3f 

(d) Applicant's Workpaper WPC-3,3h 

(e) Applicant's Workpaper WPC-3,3g 

(c) Derived from Applicant's Workpapers WPC-3.3c2 thru WPC-3.3f 
(d) Applicant's Workpaper WPC-3.3h 
(e) Applicant's Workpaper WPC-3.3g 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Calculation of Real Property Taxes 
For the Twelve Months Ended February 29. 2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: See Footnotes 

Schedule C-3,10a2 
Page 1 of 1 

Line 
No, Description Jurisdictional Amount 

Transmission 
Plant 

$10,607,156 

43.35% 

$4,598,343 

35.00% 

$1,609,420 

6.04% 

$97,209 

Distribution 
Plant 

$18,557,667 

43.35% 

$8,044,996 

35.00% 

$2,815,749 

6.04% 

$170,071 

General 

Pl^t. 

$68,351,583 

43,35% 

$29,631,321 

35.00% 

SIO.370,962 

6.04% 

626.406 

$893,686 

1 Jurisdictional Real Property (a) 

2 True Value Percentage (b) 

3 True Value of Taxable Real Property (1 x 2) 

4 Assessment Percentage (d) 

5 Assessment Value (3 x 4) 

6 Real Property Tax Rate (e) 

V Real Property Tax (5 x 6) 

8 Total Real Property Tax (7) 

(a) Staffs Schedule C-3,10al 
(b) Calculated as follows: 

(1) Real Property Assessed Value (c) 
(2) Assessment Percentage (d) 
(3) Real Property True Value (1 / 2) 
(4) Real Property Capitalized Cost (e) 
(5) Real Property True Value Percentage (3 / 4) 

(c) Applicant's Supplemental Information C-43 
(d) Statutory Assessment for Real Property 
(e) Applicant's Supplemental Information C-4 

$40,630,670 
35.00% 

116.087,629 
$267.783,306 

43.35% 
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Ohio Edison Company 
CaseNo.07-55i-EL-AIR 

Calculation of Commercial Activity Tax 
For the Twelve Months Ended February 29.2008 

Schedule C-3.1 Ob 
Data: 3 Months Actual & 9 Months Estimated Page I of I 
Reference No(s).: Staffs Schedule C-2 and Applicant's Schedule C-3.9 

Line Jurisdictional 
No. Description Amount 

1 Jurisdictional Operating Revenues (a) $508.354,717 

2 Commercial Activities Tax Rate (b) 0.1560% 

3 Commercial Activities Tax (1 x 2) $793.033 

(a) Staffs Schedule C-2 
(b) Applicant's Schedule C-3.9 

155 



Ohio Edison Company 
Case No. 07-551-EL-AIR 
Calculation of KWH Tax 

For the Twelve Months Ended February 29, 2008 

Schedule C-3.1 Oc 
Data: 3 Months Actual & 9 Months Estimated Page 1 of I 
Rcfcrenc;e No(s),: AppHcant's Schedule C-3.10 

Line Jurisdictional 
No. Description Amount 

I jurisdictional Kwh Tax Rider Revenues $92,269,395 

156 



Ohio Edison Company 
Case No. 07-551-EL-AIR 
Calculation of FICA Tax 

For the Twelve Months Ended February 29, 2008 

Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: Staffs Schedule C-3.2 and Staffs Data Request 69 

Schedule C-3. lOd 
lof 1 

Line 
No. Description 

Jurisdictional 
Amount 

1 Annualized O&M Labor Expense (Staffs Schedule C-3.2) 

2 Percentage of OASDI Taxable Wages (Staffs Data Reques 69) 

3 OASDI Taxable Wages (1 x 2) 

4 Effective Tax Rate 

5 Old Age, Survivors and Disability Insurance 
(OASDI)Portion of FICA Tax (3 x 4) 

6 Medicare Effective Tax Rate 

7 Medicare Expense Portion of FICA Tax (5 x 6) 

8 Test-year FICA Tax Expense (5 + 7) 

$85,485,932 

97.19'y., 

83.083,777 

6.20% 

5,151.194 

1.45"-̂  

74,692 

$5,225,886 
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Data: 3 Months Actual & 9 Months Estimated 
Reference No(s).: See Footnotes 

Ohio Edison Company 
Case No. 07-551-EL-AIR 

Calculation of Federal Unemployment Taxes 
For the Twelve Months Ended February 29, 2008 

Schedule C-3,1 Oe 
Page 1 of I 

Line 
No. Description 

Jurisdictional 
Amount 

1 Number of Employees (a) 

2 Federal Unemployment Tax Base (b) 

3 Total Taxable Wages (1x2) 

4 Federal Unemployment Tax Rate (c) 

5 Federal Unemployment Tax (3 x 4) 

6 O&M Percentage (d) 

7 Federal Unemployment Tax (5 x 6) 

8 Jurisdictional Allocation Factor (e) 

9 Jurisdictional Federal Unemployment Tax (7 x 8) 

10 Federal Unemployment Tax Allocated From FE Service Co. (f) 

11 Total Company Federal Unemployment Tax (9 + 10) 

1,263 

$7,000 

8,841.000 

0.80'Vo 

$70,728 

58.64% 

$41,475 

87.97% 

$36,486 

23,155 

$59.64] 

(a) Derived from Applicant's Response to Staffs Data Request 51. Six-Month Average Ended August 2007 
(b) 2008 FUTA Earnings Base 
(c) Staffs Data Request 68 
(d) Applicant's Workpaper WPC-3.2m 
(e) Applicant's Workpaper WPC-3.2o 
(f) Staffs Schedule WPC-3. lOe 
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Ohio Edison Company 

Case No. 07-551-EL-AIR 

Calculation of State Unemployment Taxes 

For the Twelve Months Ended February 29,2008 

Data: 3 Months Actual & 9 Months Estimated 

Reference No(s).: See Footnotes 

Schedule C-3. lOf 

Page I of 1 

Line 

No. Description 

Jurisdictional 

Amount 

1 Number of Employees (a) 

2 State Unemployment Tax Base (b) 

3 Total Taxable Wages ( 1 x 2 ) 

4 State Unemployment Tax Rate (c) 

5 State Unemployment Tax (3 x 4) 

6 O&M Percentage (d) 

7 State Unemployment Tax Expense (5 x 6) 

8 Jurisdictional Allocation Factor (e) 

9 Jurisdictional State Unemployment Tax Expense (7 x 8) 

10 State Unemployment Tax Expense Allocated From FE Service Co, (f) 

11 Total Company State Unemployment Tax Expense ( 9 + 1 0 ) 

1,263 

$9,000 

11,367,000 

0.60':'<> 

$68,202 

58.64% 

$39,994 

87.97% 

$35,183 

22,328 

$57,51 

(a) Derived From Applicanfs Response to Staffs Data Request 51. Six-Month Average Ended August 2007 

(b) 2008 FUTA Earnings Base 

(c) Staffs Data Request 68 

(d) Applicant's Workpaper C-3.2m 

(e) Applicant's Workpaper WPC-3.2o 

(f) Staffs Schedule WPC-3.23f 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Calculation of PUCO & OCC Assessments 
For the Twelve Months Ended February 29, 2008 

Dam: 3 Months Actual & 9 Months Estimated 
Reference No(s),: Staffs Data Request 49 and Staffs Schedule B-7 

Schedule C-3. !0g 
Page I of I 

Line 
No. Description 

Jurisdictional 
Amount 

1 PUCO Maintenance Assessment 

2 Jurisdictional Allocation Factor 

3 Jurisdictional PUCO Assessment (I x 2) 

4 OCC Funding Assessment 

5 Jurisdictional Allocation Factor 

6 Jurisdictional OCC Assessment (4 x 5) 

7 Total PUCO & OCC Assessments (3 + 6) 

$2,921,145 

100.0000% 

$661,494 

33.1909% 

$2,921,145 

219,556 

$3,140,701 
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Ohio Edison Company 
Case No. 07-551-EL-AIR 

Calculation of Miscellaneous Taxes 
For the Twelve Months Ended February 29,2008 

Schedule C-3.1 Oh 
Data; 3 Months Actual & 9 Months Estimated Page 1 of 1 
Reference No(s).: Applicant's Schedule WPB-7.1f 

Line Jurisdictional 
No. Description Amount 

1 Pennsylvania Capital Stock Tax $778,622 

2 Ohio Sales and Use Tax 71,090 

3 Federal Motor Fuel Tax 1,282 

4 Federal Highway Use Tax 8,520 

5 Total Miscellaneous Taxes (1 thru 4) $859.514 
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9.351,417 

i.l.(»1,.S.<7) 

2.14S^98 

0 

(fillSSj 

D 

0 

l i s !.: ')<} 

(937.170) 

( l l ^ ' I f i K l 

0 

0 

2.602.07S 

0 

4S.327 

5.779 

(iit-,(ii9! 

!7,MJ 

65.018 

2,575,583 

907,381 

U6S.875 

a63.S06') 

0 

44,4SS 

461.910 

l-t.75:,Siai 

0 

(2.7?'>,?54) 

730,7M 

|T.i07.e<10i 

9JS1.417 

0.'»;i,557l 

2.145.398 

[19!,::?;?> 

t937,1701 

6,S3g 

2.602,075 

0 

48327 

5.779 

S7,903 

65.018 

2.575JS3 

907J81 

0 

0 

D 

0 

( l7?.S6i l 

0 

0 

1,365.875 

nti3.S061 

a 

44,4S5 

461,910 

(330J591 

(4,7S2,SI9i 

0 

(Z.T.i ' i . i i i) 

730,708 

(7,l(l7J140i 

0 

0 

0 

(4,l23.4<)4i 

(44,76?.i l<J 

(!il2iHfi,12M 

65.3J6.S67 

(il,ai9.55Vi 

9.351.417 

(?,0(i.i,4.57l 

2,145,398 

(i«l.29S) 

(a.l7,rK!l 

6Ji38 

0 

11 

2,M2,ms 

fl 

4S,327 

5.779 

(Sfi.p5'll 

57,90) 

65,018 

2.57SJ8J 

907^81 

(173,565) 

0 

D 

1.365J75 

C:(i3.3l>h'i 

0 

44.4iS 

461,910 

i.l.10,350'1 

(1 ,75J .RI9: 

0 

l2.7,i^„lb-1> 

730.708 

[•Mn;.s,Kri 

13,563.484 

iS7,9l6l 

0 

(l<l,S2!,4fiS) 

0 

0 

1,012.635 

177,2«.745) 

(6<l,6S0.4A6i 

4.114,473 

0 

(H.TN.'lEf) 

(39.0! : i 

96360 

226.771 

0 

0 

n.i?.y!6,5t.^i 

I2{l.',746,!lr,> 

155,493,734 

[S.l59,7(t6| 

30.180.013 

S 1,598,003 

60,680.446 

(h.in7.a.)M 

4,091,754 

12i«.')SBJ 

1 6 1 , 9 i V 2 2 . 
180.059.195 

;>4,4i(LSfli) 

5.103.778 

(S;,V1*.| 

0 

19,658,548 

0 

0 

1,012,635 

4.302,360 

0 

( i . "?. : ,93i i 

0 

1.311.769 

r:5«.oooi 

96,860 

225.771 

0 

fl 

25.999,854 

[21,(i'(h.U!0) 

SSI.074.891 

0 

0 

S1S9.292.7I0 

5.103.778 

{87,91ft) 

e 
19,658,5«8 

0 

0 

1*12.635 

4,3O2J60 

0 

(1,912,9 H i 

0 

1311,769 

(29S^)((J 

96360 

226.771 

0 

0 

25,999354 

r !3 . i i» i .« i i ) 

1210.367.601 
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Ohio Edison Company 
C u e No. 07-551-EL.AiR 

AdjustMl Jurisdidionat Income Taxes 
For die Twelve Monlhs EndDd Februu? ^ . 2008 

["hiib 1 Mnnihjj Acmal & 9 Mnnitu EJIimeled 
fti:ri:ri:rice Nn (uj Schedule C-4,1, Applicanl's Schedules WPC-3.8d, WPC-4.Id & WPC-4B- [ 

Unadjitfied 

iil 

SdieduleC-J 
Adjiutmenti 

(2) 

Al Pn^KKcd Ratra 

Adjusted 
(3) 

Proramia 
Adjiutments PnDfOTIM 

DlKraling Income Before F.I T. 
ami Siaic& Liical Income Tax 

Kcconcilmg llems: 

I'dicral Taxable Income hefive Siaie 
1 il. Loual Income Tax m page 3 

1259.239,849 

(,)<i),746,nfij 

tS iS4.47!i.ii3S 1 J74,76l,811 II 59,292,710 

180.059,195 m.M6.9yii 0 

$234354,521 

(>1AR6,9:0> 

Oliin SiQic Taxable Income 

I nial Ohm Curreni Incnme Tan Expense 

14..H 8,04.11 51,074,891 159,292.710 

S798447 1.62944% (^.li.^.V^} (52,.S^i.S?91 

210,367,(101 

0 Municipal Taxable Ineome 

7 f urrem Municipal Income Tax 

155,493,734 

0.920% liSl 0,5-121 

i*l.,l 1 K„',4 i I 151.074,891 II 59.292,710 

S17B 116 0.65086% f»''2.4Jli.l (tl,0%.771.1 

I2tOJ67,(i01 

(Si„^6^.IW> 

P.A TatLahlo Income 

Currcni VA Siaie ItiMme Tan 

loul Stale and Local liicom; lax expensa 

155,493.734 IS-1,-11S,B43.1 151,074391 1159,292,710 

(S524.8M) 5365,706 0.31150% (SIS9.Q9gl (S4')6jl97J 

S210367.60I 

!^S5.;9S't 
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Ohio liilis4»i Company 

C u e M Q 07-5;)-EL-AIR 

Adjusted Jiirildiction«l Income Taxes 

r Ihe Twelve Monlhs linded Febniary 29 ,2008 

UaU .1 MmiUit Actual St 9 Mnnlhs k&tumled 

Kelera . tc Ni. , |*i : Schedule C-4 I, Applicant's Schedules WPC-3.8d. WPC-4.1d & WPC-4a-g P f t g e l a f l 

A i C u n e n l Rates Al P i o p m o l Rales 

Descnption 
Una4iualed 

f l ) 

$55,493,734 

l!,Mili,0?.Kl 

52,827.705 

(!S,4S9,S97j 

U 8 9 , I S I 

a i 7.200,5 IO 

Schedule c-3 

AdjusttDoiKs 

m 

(S,i,41K.tK3) 

1,342.269 

(.1,fl76jl7'l) 

1,076301 

Adjusted 
(3t 

SSI.071,891 

l},nX7S9\ 

49.751,132 

flV.H2.*9f>i 

1,289.181 

t>n>n>ima 
Adiusimews 

S1S9.29I.710 

{4.|;S,5-I3J 

155.164,162 

fS4.:tft7,4,<7( 

0 

(iMJ07.457| 

PrafiMnu 

S210.367,60] 

(S,4S,J.31J?1 

204.915J93 

171,720.35.11 

1.289.1K1 

(S7u,43Uy2, 

Hcdeml 'I'axable Income ^ f o r e State 

i!̂  Local Income Tax 

Slate ^ l,flcal Income Tax llcrfiietiblc 

(•c.leral Taxahle Ineome 

hcdcral Income Tax Liability @ 3 5 % 

liivcdnicnl Tan Credits 

i'cdcr^^ Income Taxra - Cuircnt 

llcrcrred Federal Income Tnxcs-

l'i\ti Accelerated Depreciation 

liook Depreciation 

l;A(C--i.' ofTai i Over Bnnk Depr. 

34.3470% ;S23,f i l , ' i53j 

34,3470% ;0.756,192 

(S;:>-l.ll1J06i 

22,444.585 

(S24,i3^.1t«.l 

22.444.5gS 

( ; . ;< ' i . ! , « j 

Id Other Oefcrred Inooms Tax; 

I 1 ("!l\[RmiPir[)N IN AUJ 

13 l i i f . l l ASF [•Xi'1-N.Sl-

1.1 IriMMT.HI-Sr [NCtll.1t 

14 rn i.H[X)X llKI'REClATItiN 

15 LINE I'ROirCnilN RFVEN1IK.S 

lh 'il'VEHANCF 

17 S"li("l I'AR 1-1'Fl, nwrntSALCCIT 

\>i rNIIlRlK.'.i HAMACE.̂  

|y PitdV UNCI,ASS nPER FXP (Stuin-lcmi Incentivrt 

Zfl WMANll .̂ IDE MANAGEMENT 

Zl ACIRllEr>* BANKED VACATTON 

21 rn IE-EiFCONTAMINATION 

Zi hiOF . COMPENSATION EXPENSE 

24 l.iJNi; n .»M INCENTIVE 

2i kEST«ICTKI> STOCK IJMTS FJtPENSE 

If. s KICK (IPTItlN E.VPENSE 

27 ^roi-KdPTION EXERCISE 

2H KKSTklCTEO STOCK tWlTS 

21) F H H f t i R M A N C K S H A H K S 

.If] E^FCRKV. CtlMPBNSATION PLAN 

II EXEC DEF. COMPENSATION PLAN . INTEREST 

.12 DFXOMMISSIONlNfi INTEIttST NON QUAL 

,1.1 rJKCUMMISSinNlNC;iNTF,REST0t;ALABO 

.14 MIS'OtJAL TRUST CAIN DECONM 

.15 riF.f.GAJ>i • OE SiJCLEAKiUB 

IS MAC R.S/ACrtS RtrnHEU PRUfERlY 

17 llEH-.HRhU t.AlN ON SALE. FO -̂SM. 

.IN rjKI-KKRED CAIN ON SALE TO ATSI 

.ly HUNI>S. LOUS ON RETmEIOENT 

40 HAD UKHIS • PKUVLSION 

4 1 I'EWKV AtJJiT CUNTINtiENCY 

A2 KIIAIJN rtttiUI.AKi BANKF.DVAl.ATIItN 

a l CArtlAI.I/F.I). rMKRF.'Jl 

34 AFtnic. tiRriss 

as PFSSKIN EXPENSE 

Ab PEN.'ilriN EXPENSEPAVMENT 

a J POSTRETIBEMENT BENEFIT - EXP. 

iK ptjsTHKTiKEi^ENT BENF:FIT- OEFERRAL 

4y PIWTRETIREI^ENT BENEFIT- PAYMENT 

5(1 .IAVINCK PI J IN MIND4UM CONTRlBtJTION 

5 I l.ltJJTKD TERM LKA.SEJi-AMtiRTlZAnON 

<j COST "EREMOVAUBOOK DEPR. 

SI HJS l OF BEMOVAl-OtDllCTlON 

ja DFCIlMMLSiilONlNn-DEDUCTION 

S5 ACCRETItIN EXPENSE ARC 

5h l-A.S tin AIJIIJSTMENT-a/c 404 

^7 tAS IIW ADII.iS"[MEN"L.jlc4n7 

,̂ S I.IKF KIND EXfUANCF-SCRAP CABLE 

'I* PV|.nV!SAI,F7l,F,A.<FBACK OFF RENT 

hO TAX 1 AW CHANCES SHI DFTERRAL 

hi Cl i HXAILAniHV ASSFT AM(lHTI>'.ATIfl^ 

62 .SilO.'PftC CREDIT INCENTIVE DEFEKRAL 

6.1 J.WE.SfMENT HEDOING TRANSACTIONS 

M KCP-IIJSM DEFERRAL 

(i; KIP FUFl. OT.FEKRAL 

lifi MtiNlC IIIKTR. TAX DEFERRAL 

h? MtSUTRANSMISSlON DEFERRAL 

t t . li|UI)LINEEXTFn>,SIONS- DEF CAP COSTS 

61 PI UI DEFERRAL- JDO'CASE 

70 Toiiil t'cderal Income Tax Delerred 

Tl federal ITC 

72 Tnial Kcderal Income Tax 

3,211,Ml 

| i . i t l i , 6 « l 

736.fl8<l 

(fi;,-jrj4i 

0 2 1 H9l'j 

jJS.WiOj 

16.599 

1.985 

{:9.7A?) 

19.888 

22.332 

S84.635 

311.658 

469.137 

fm,50fi) 

0 

15.269 

1SR.652 

[li.1.4,34) 

t l . f i ] l . i M ! 

0 

l940,KS(,l 

250,976 

12.441.3^0, 

(1,4 !*•.;(«( 

J.211.931 
ii,fln,tt:t2t 

73&880 

0 

521.693) 
0 
0 

(6S.7W) 
i » : i . s9 i i ) 

2 J 4 9 

895,735 

a 
16.599 

1.985 

19.R8X 

22.132 

884.635 

3II .6SS 

0 

0 

469,137 

0 

15.269 

158,652 

f i n , 4 ^ 4 ) 

t l . 6 J : , I . ' i i 

0 

250,976 

i i . u i „ n ( i ) 

3,211.911 

( i ,OM,f i . i ; i 

736.880 

(?J1,S90> 

2J49 
0 
0 

893.735 

0 

16J99 
1.985 

(JV.-fi.'i) 

19.888 

2 2 J 3 2 

884,635 

311A3S 

0 

0 

i59,(il41 

0 

0 

469.117 

I90,5!t6-, 

0 

IJ .269 

158,652 

[: i5,«S4) 

( i A 3 ; . « i r , 

0 

f9-H>.at6) 

25(U>76 

l l - l 4 l „ t l M 

0 

0 

0 

4,6Slt>S0 

t«l,l '>71 

0 

(: ',r. i.1,W) 

0 

0 

347,810 

tJ'i.i.lK,76Sl 

r?. iy4 i .» i2) 

1,413,198 

D 

(!).•< I.SI11 

fn.)99i 

(49.(>sij,i*n 

1442,79?) 

(Sftt..733,492j 

l2.«)5.65S) 

10,365.929 

2S,02iS.-l6<i 

20.841.912 

lJ,073.inSK| 

1,405.395 

t iS. - " :^ ! 

56,219.472 

157,296.273 

0 

0 

0 

1.752.995 

[W. l ' i ? ! 

0 

6.7S2.I21 

0 

D 

347,810 

(.477,697 

0 

!6!.i!,470, 

0 

450.553 

tl!17..,lM) 

7.129.291 

1447.7951, _ 

iS9..i3T.2l9l 

0 

(S5d.,l!i7.957l 

0 

0 

0 

1,752.995 

(311.197. 

0 

6.752,111 

0 

a 
347,810 

1,477,697 

a 
|6W!.47(ii 

0 

4SnjS3 

( iO? , lH) 

7.129.291 

(447,795) 

(Sh^,74.|,67fti 
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Ohio Ediaon Company 

Q u e No. 07-551-EL-AIR 

Adjusted Jurisdidional IiKomt Taxes 

For the Twelve Months l ^ e d Ptbtuary 29 ,2008 

llatu .1 .»4onlh'ACIUBI * 9 Months Estimated 

Reference No {!) • Schedule C-4 I, Applicanrs Schedules WPC-3.8d, WFC-4,ld & WPC-4a-B Page 4 of 5 

Municipal IJcrcircd Tax' 

I ax Accelerated Depreciation 

flook Dcpccciatinn 

|-,xccss o r r » x Ovei Rook Dopi. 

Oilier Municipal DofeiredTai^ 

CcNTRiHirriON IN AID 

TBT-LE.A.'iK EXPENSE 

TB TIN TEH EST INCOME 

TBT-BiXlK DEPRECIATION 

LINF PKOTFt'ilON HKVhNl.'hS 

.SEVERANCE 

NtiCLI.ARtimi DIKPfJ.tAL COST 

INJlJBllSftnAMACJES 

PMIW I rNHA.'JS.flPER EXP. (Shon-lcnn IrBnilivcC 

DEMAND SIDE MANACIEMENT 

ACCmiFn* HANKED VACATK3N 

IMIK- 1>FC( I NT AM IN ATION 

F.SrJT . CIIMPEN.SATION EXPENSE 

UlNlilERM INCENTIVE 

RF.MRICTED STOCK UNITS EXPENSE 

SniCK OPTION EXPENSE 

STOCK OPTION EXERCISE 

RE.sTHtCTED STOCK tlVITS 

PKRKORMANCE SHARES 

E.XECDEF. COMPEN.'iATlON PLAN 

K\hC DEF. COMPENSATION PLAN • INTEREST 

DF.COMMIS.'ilONlNG INTEREST NON OUAL 

DFCOMMW.'yONING INTERESTtniAL.lRO 

NO-; QI.'Al, TRllfT O.AIN CECOMM 

llKE.iJAIN OR NUCI.FJM* SUB 

MAI R.S'ACBS RETIRED PROPERTY 

DFFKKRFDlrAIN ON SALE-FOSSIL 

DFFF.BRhDCAINONSALETOAT.'il 

BONDS- LOSS ON RETIKEMFNT 

BAD DEHTS-PROVISION 

PEKK'i AUDIT CONl lN[if?J(V 

m A ON KKIiULARi HANK FD VACATION 

i Al'll ALI/.FI). LN"[>:RE.Sr 

AFii;)L • (;KOK.S 

PEN.SION F.XPF.NSF 

PFNSION FXPFN.̂ E PAYMENT 

I'OSTRFTIRFMENT BENERT - EXP 

PO\-|-RETIREMENT BENEHT-DEFERRAL 

I'tlKFRFTIRFMENT BENEHT-PAVMENT 

.'J.VVINti.'; e]JiH MINIMUM CONTHIBUTION 

LIMITED TERM LFASES. AMORTIZATION 

COST OF REMOVAL-BOOK OEPR. 

COSTOFREMOVAl-DEDUCnON 

DKOMMISSIONINCI-DEIXJCTION 

ACCRFTION EXPENSE ARO 

F.J..* IIVI ADJUSTMENT-i'i: 404 

F.AS IIW A3JtJSTMENT-i't 401 

LIKE KIND EXCHANGE - SCRAP CABLE 

PYl-HVi SALE'LEASEBACK OFJ' RENT 

TAX LAW CHANGES SB3 DF.FERRAL 

Cl C RECIILATORY ASSET AMOKTIZATION 

.SHOPPING CREDIT INCENTIVE DEFERRAL 

IN\'ES1 MEM IlKOGING TRANSACTIONS 

RCP 0£M DEFERRAL 

RCP - FUEL DEFERRAL 

MUNIC. niSTR. TAX DEFERRAL 

MISO TRANSMISSION DEEERKAL 

OIIK) LINE EXTENSIONS-DEF CAP [TIKIS 

PlICIl DEFFRHAL • HKI? CA.tK 

•] nul Municipal lleferrert Ta ies 

Miir.icipal ITC 

"Ifiial Mum. Ciirrem & Deferred Income Tax 

0.920% 

0,920% 

0.920% 

Unadjusted 

(1) 

H<»17,«7) 

5S5.964 

[61,493) 

86.033 

127.6131 

19.738 

0 

(5h l l 

0 

0 

11 .7« , 

(8,622 p 

( i M i i 
0 

A l Currem Rales 

Schedule C.3 

AdJusmKnis 

(2) 

S160,123 

f l 30,6-191 

29.474 

nS.16Si 

8,084 

(5.774) 

0 

170 

0 

0 

515 

2.S22 

1,107 

0 

0,650860% 

0.650K60%_ 

0.650860% 

Adjusted 

(3) 

(S4;7,JJ4) 

4JS.JIS 

f32,OI9) 

60,865 

a0,_*49j 

13,964 

0 

(411) 

0 

0 

(1.2451 

ifi.lflOl 

45 

0 

A l 

P r o b m u 

Adjuslmenis 

(4) 

Propoaod RalBS 

Profoniui 

<5) 

lS<liV.!14J 

42SJ15 

1,13.019} 

60.865 

!\1.iA9') 

13.964 

0 

C«nt 
0 

0 

f 1.2451 

i h . i i x i | 

4 ) 

0 

445 

53 

(797, 

533 

598 

23,695 

8,348 

f l3() l 

116) 

233 

nsf^i 

rr?) 
U\:n:.) 
r i M i i 

12.566 
[2,42.11 

0 
409 

4J50 
PfiM, 

tiiJZi.\ 
0 

i:s::iK, 
6.723 

fnJ.TWl 

(3.6761 
709 

0 
{121') 

Ii.2ii,ll 
889 

12.792 
0 

7.373 
[1.967. 
19,130 

315 

38 

<StMl 

377 

423 

16.763 

5,906 

0 

0 

8.890 

0 ,7151 

3.006 

(.;,i,wi 

na.934.1 

0 

t.l7,!l2"l 

4,756 

(4f,.?,6?l 

16,936 

0 

315 

38 

{564 i 

377 

423 

16,763 

S.906 

!l.!,3t>. 

0 

0 

8,890 

( l , 7 l ! i 

0 

289 

3,006 

a i M i i 

f30.^.1rt) 

0 

i i 7 , s : o i 

4,756 

(i6.::h2) 

0 

0 

124,784 

(8^9) 

0 

t9t i .79!| 

0 

0 

9 J I 6 

(711.121, 

,-.15K,2WI) 

3 7 ^ 3 

0 

175.SV6) 

1.15(̂ 1 

(i,- i 14.903) 

t i ; , s60 j 

l J l>3v " l0 i , l 

0 

0 

(9l,S66| 

237 

0 

224,747 

0 

0 

i2.7;<) 

739,123 

558,260 

(5ftl69» 

0 

34.114 

[ : ,^Kl) 

l,450J»0 

11,628.116 

0 

0 

33,218 

i?72) 

0 

127,930 

0 

0 

6J91 

28,002 

0 

f lJ .Mi i . i 

0 

8,538 

(1.9-!0i 

135,097 

0 l-iitiOl 

lS2fW.liJI)) 

0 

0 

tS1,tl^h,773) 

0 

0 

33,218 

(57:) 

0 

t27J»S0 

0 

0 

6J91 

28.002 

0 

f12.516) 

0 

8,538 

11.9-1 [>l 

!3SJ»97 

t i i j i f t f t * 

(S i ,2 is .9^ : i 
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OhiD Edison Company 

Case No. OT-SSI-EL-AIR 

AdjuBled JurisdiclionBl Income Tines 

FtH-lhe Tumlve Mosdis Ended February 2 9 , : 

Pill:! 1 Mnnthii Actual A 9 Months Estimalol 

Hcftrcncc N<i.|s) : Schedule C-4.1. Applicanfs Schwiules WPC-3.8d. WPC.4, Id & WPC-*a-| Page 5 o fS 

neaeripli. 

Unadjusted 

ill 

Schedule C-3 

Adjuamenis 

— e i — 
Adjusted 

Prorotma 

A4ju pnofomu 

PA DcfcrTed Tan 

1 ax Accelerated Deprecialinn 

Rocik IJepreciatinn 

l-.icos nf Tax Over BooV. Dept 

.94570% 

94570% 

lS63'I.7()6i 

571,495 

S413.827 

l36r.940i 

0,31150% 

0,311SO%_ 

(S:iM79l 

203,535 

(S2iil.R7'H 

253,555 

J OlhcrPA Bcfe r rcdTac 

< CoVrRlBllTlONlNAlD 

f, TUT-LEA.̂ E EXPENSE 

7 rrtilNTFRWT INCOME 

K IHI-HOI>KDEPREClATION 

lj LINE PROTHCTION REVENUES 

|[1 SEVERANCE 

I I VilCLF.AR EtllvL DISPOSAL COST 

i ; I S I U R I E S 4 C A M A C , F - . I 

I ,i Pa'IV IIN'CI.ASS OPER.EXP (Kh.irl-Wnii tncmlivc ( 

I J DEMAND .i{fDF: MANAOEMENT 

I S ACCRtlFD A HANKED VACATION 

I;, DOE-IIECI.'NTAMINATION 

I •: F.SOP . COMPENSATION gXPENSE 

| j i i.oNti TERM INCENTIVE: 

1 y DESTRICTED STOCK UNITS EXPEMBE 

20 SKJCK OPTION FJIPtJJSE 

2 1 S T O C H OPTION EXERCISE 

2 i FIHSTRICI ED STOCK UNITS 

l l PFRF011MANCF:.SllAHhS 

lA F.NF.CDEF COMPENSATION PLAN 

^5 V<V"C IWE rOMPKNSATlON PLAN • INTEREST 

2h DF:Cf)I.IMISSION[NCI INTERESTNON QUAE 
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Rate of Return Summary 
First Energy Corporation (Consolidated) 

Capital Structure as of May 31. 2007 

Schedule D-: 

Amount 
%of 
Total 

% 

Cost 
Weighted 
Cost% 

Long Term Debt 

Preferred Stock 

$10,920,839,629 56.25% 

0.00% 

6.22% 

0.00% 

3.50% 

0.00% 

Common Equity 

Total Capital 

8,493,079,313 43,75% 10.06% -11.09% 4.40% -4.85% 

$19,413,918,942 100.00% 7.90% -8.35% 
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Schedule D-1.1 

Equity Issuance Cost Adjustment 
First Energy Corporation (Consolidated) 

May 3 L 2007 

(1) Retained Earnings 

(2) Total Common Equity 

(3)Ratioof(l)to(2) 

(4) Generic Issuance Cost, f 

(5) External Equity Ratio, w [1.0 - (3)] 

(6) Net Adjustment Factor, (w/(l - f)) + (1 - w) 

(7) Low End Equity Cost [9.84% x (6)] 

(8) High End Equity Cost [10.84% x (6)] 

$3,134,658,315 

$8,493,079,313 

0.68833 

3.50% 

0.63092 

1.02288 

10.06% 

11.09% 

Sources: 
1 First Energy Corporation Consolidated Balance Sheet as of May 31,2007 
2 Applicant's Schedule D-1 A 
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Schedule D-1.3 
Page 1 of 2 

CAPM Cost of Equity Estimate 

Date 

09/18/06 
09/25/06 
10/02/06 
10/09/06 
10/16/06 
10/23/06 
10/30/06 
11/06/06 
11/13/06 
11/20/06 
11/27/06 
12/04/06 
12/11/06 
12/18/06 
12/25/06 
01/01/07 
01/08/07 
01/15/07 
01/22/07 
01/29/07 
02/05/07 
02/12/07 
02/19/07 
02/26/07 
03/05/07 
03/12/07 
03/19/07 
03/26/07 
04/02/07 
04/09/07 
04/16/07 
04/23/07 

Close lOYr Yld r%> 

4.6000 
4.6300 
4.7000 
4.8100 
4.7800 
4.6800 
4.7200 
4.5900 
4.6100 
4.5500 
4.4300 
4.5500 
4.6000 
4.6200 
4.7100 
4.6500 
4.7700 
4.7700 
4.8800 
4.8300 
4.7800 
4.6900 
4.6800 
4.5100 
4.5900 
4.5500 
4.6100 
4.6500 
4.6700 
4.7600 
4.6700 
4.7000 

Close 30Yr Yld f%) 

4.7400 
4.7700 
4.8400 
4.9400 
4.9000 
4.8000 
4.8100 
4.6900 
4.6900 
4.6300 
4.5400 
4.6600 
4.7200 
4.7600 
4.8200 
4.7400 
4.8600 
4.8600 
4.9800 
4.9300 
4.8600 
4.7900 
4.7800 
4.6500 
4.7200 
4.7000 
4.8000 
4.8500 
4.8700 
4.9300 
4.8400 
4.8900 
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Schedule D-1.3 

Page 2 of 2 
CAPM Cost of Equity Estimate 

Date 

04/30/07 
05/07/07 
05/14/07 
05/21/07 
05/28/07 
06/04/07 
06/11/07 
06/18/07 
06/25/07 
07/02/07 
07/09/07 
07/16/07 
07/23/07 
07/30/07 
08/06/07 
08/13/07 
08/20/07 
08/27/07 
09/03/07 
09/10/07 

Averages: 

Last 13 weeks 

Last 26 weeks 

Last 39 weeks 

Last 52 weeks 

(Continued) 

Close lOYr Yld (%) Close 30Yr Yld (%) 

4.6400 
4.6700 
4.8000 
4.8600 
4.9600 
5.1200 
5.1700 
5.1400 
5.0300 
5.2000 
5.1100 
4.9600 
4.7900 
4.7000 
4.7800 
4.6700 
4.6300 
4.5400 
4.3700 
4.3200 

4.7877 
4.7892 
4.7577 
4.7269 

4.7654 

4.8498 

4.8000 
4.8500 
4.9600 
5.0100 
5.0600 
5.2200 
5.2600 
5.2600 
5.1300 
5.2800 
5.1900 
5.0600 
4.9500 
4.8700 
5.0100 
5.0000 
4.9000 
4.8300 
4.6900 
4.6400 

4.9854 
4.9673 
4.9128 
4.8717 

4.9343 

10.3890 

CAPM = risk free return + p( large company total return - risk free return) 
= 4.92%+ .7625(6.6%) 

Source; Yahoo.com 
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Schedule D-1.4 
Page 1 of3 

Growth in U.S. Gross National Product, 1929 to 2005 

Year 

1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 

GNP Change i 
(Sbillion) (Sbillion) 

104.4 
91.90 
77.00 
59.10 
56.70 
66.30 
73.60 
84.00 
92.20 
86.50 
92.50 

101.70 
127.20 
162.30 
198.90 
220.10 
223.40 
222.90 
245.30 
270.60 
268.60 
295.20 
341.20 
360.30 
381.30 
382.50 
417.20 
440.30 
464.10 
469.80 

-12.70 
-14.60 
-17.80 

-2.40 
9.50 
7.10 

10.30 
7.90 

-5.70 
6.60 
9.10 

25.10 
33.50 
33.70 
18.70 
2.00 

-1.00 
22.80 
26.40 
-1.20 
27.90 

1 

45.10 
18.20 
20.00 
0.90 

33.40 
22.30 
22.80 

5.80 

3rowth% 

-12.32% 
-16.15% 
-23.48% 

-4.14% 
17.09% 
10.91% 
14.27% 
9.58% 

-6.31% 
7.79% 
9.97% 

25.00% 
26.69% 
21.19% 
9.70% 
0.95% 

-0.47% 
10.73% 
11.22% 
-0.46% 
10.71% 
15.64% 
5.46% 
5.69% 
0.24% 
8.97% 
5.49% 
5.32% 
1.29% 
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Schedule D^ 1.4 
Page 2 of3 

Growth in U.S. Gross National Product, 1929 to 2005 

Year 

1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

GNP Change ( 
(Sbillion) (Sbillion) 

509.30 
529.50 
548.20 
589.70 
622.20 
668.50 
724.40 
792.90 
838.00 
916.10 
990.70 

1,044.90 
1,134.70 
1,246.80 
1,395.30 
1,515.50 
1,651.30 
1,842,10 
2,051.20 
2,316,30 
2,595,30 
2,823,70 
3,161.40 
3,291.50 
3,573.80 
3,969.50 
4,246,80 
4,480,60 
4,757.40 
5,127.40 

53.50 
20.30 
18.70 
41.40 
32.50 
46.20 
56.10 
69.00 
45.00 
78.10 
73.90 
54.60 
90.10 

112.90 
149.10 
118.50 
131.70 
192.60 
211.10 
265.90 
281.30 
231.50 
335.30 
129.60 
276.10 
396.30 
270.30 
229.90 
287.90 
370.60 

jrowth% 

11.71% 
3.98% 
3.52% 
7.54% 
5.50% 
7.41% 
8.38% 
9.51% 
5.66% 
9.30% 
8.05% 
5.51% 
8.61% 
9.94% 

11.94% 
8.48% 
8.68% 

11.68% 
11.47% 
12.96% 
12.14% 
8.91% 

11.84% 
4.09% 
8.38% 

11.10% 
6.81% 
5.42% 
6.44% 
7.79% 
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Growth in U.S. Gross National Product, 1929 to 2005 

Year 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

GNP Change ( 
(Sbillion) (Sbillion) 

5,510.60 
5,837.90 
6,026.30 
6,367.40 
6,689.30 
7,098.40 
7,433.40 
7,851.90 
8,337.30 
8,768.30 
9,302.20 
9,855.90 

10,171.60 
10,514.10 
11,059.20 
11,778.90 
12,520.80 

382.60 
322.80 
178.70 
331.40 
324.40 
404.40 
349.80 
410.30 
473.80 
445.00 
486.20 
553.70 
315.70 
342.50 
545.10 
719.70 
741.90 

3rowth% 

7.46% 
5.86% 
3.06% 
5.51% 
5.11% 
6.07% 
4.95% 
5.53% 
6.05% 
5.36% 
5.56% 
5.95% 
3.20% 
3.37% 
5.18% 
6.51% 
6.30% 

Average 6.77% 

Schedule D-1.4 
Page 3 of3 

Sources: (1 ) National Income and Product Accounts (NIPA) from the U. S. Bureau of 
Economic Analysis and Econostats; BEA Data; NIPA Index; Section 1. Domestic Product 
and Income Table 1.7.5 Relation of Gross Domestic Product, Gross National Product, Ne 
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