2800 Pottgvilie Fike

F"’Sl'Energy9 PO Box 16001

Reading, PA 19612-6001

August 1, 2014

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2™ Floor

Harrisburg, PA 17120

Re: West Penn Power Company for Change in Smart Meter
Technologies Charge Rider Rates to be Effective on January 1, 2015
Docket No.

Dear Secretary Chiavetta:

The West Penn Power Company (“West Penn” or the “Company”) Smart Meter
Technologies Surcharge (“SMT-C”) Rider in tariff Electric Pa. P.U.C Nos. 37 and 39
provides that the Company shall file with the Pennsylvania Public Utility Commission
(“Commission”) by August 1% of each year for SMT-C rates to become effective the
following January 1%. The annual filing reflects changes in the SMT-C rates for the
Residential, Commercial and Industrial Customer Classes for service rendered on or after
January 1% and continuing through December 31, pursuant to the Commission’s Order at
Docket No. M-2009-2123951 entered June 30, 2011 and the Commission-approved SMT-
C Rider.

In accordance with the annual filing requirements of the SMT-C Rider, enclosed
are Schedules 1, 2, 3, 4, 5, 6, 7 and 8 that provide the SMT-C rates effective January 1,
2015 along with supporting details of the computation.,

Additionally, enclosed are pro forma changes to Electric Pa. P.U.C Nos. 37 and 39
which illustrate the SMT-C rates in tariff form, The tariff supplement number, tariff page
revisions, issued date and effective date are omitted from the pro forma tariff changes, but
will be included in a Company compliance filing upon approval of the SMT-C rates by the
Commission. Therefore, the Company respectfully requests Commission approval to
submit a tariff compliance filing and change the SMT-C rates effective on one day’s notice
upon final Commission approval of the SMT-C rates.

Finally, in an Order entered on Maich 6, 2014 in Metropolitan Edison Company,
Pennsylvania Electric Company, Pennsylvania Power Company and West Penn
(collectively “the Companies’) Smart Meter Deployment Plans at Docket Nos. M-2013-



2341990, M-2013-2341991, M-2013-2341993, and M-2013-2341994, Commission
directed the Companies to provide information on cost savings measures achieved from
the deployment of smart meters and an explanation on how cost savings will be
calculated in future SMT-C rate filings. Inasmuch as the Companies’ smart meter
deployment plan was approved in an Order entered June 25, 2014 and deployment of
smart meters commenced in mid-July, 2014, the Companies have yet o realize any
operational cost savings through the deployment of smart meters. Accordingly, the
proposed rates that are the subject of this filing reflect no such savings. West Penn
requests to submit information on cost savings measures at a later date.

WHEREFORE, West Penn respectfully requests that the Commission approve by
Secretarial Letter the SMT-C rates as contained in this filing and direct the Company to
submit a tariff compliance filing effective on one day’s notice.

If you have any questions regarding the enclosed documents, please contact me at 610-
921-6525.

Sincerely,

ikor

Charles V. Fullem
Director — Rates & Regulatory Affairs-PA

Enclosures
C: Certificate of Service

Paul Diskin, TUS
Lori Berger, Bureau of Audits
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SMART METER TECHNOLOGIES SURCHARGE

A Smart Meter Technologies ("SMT") Surcharge shall be applied during each billing month to metered
Customers served under this Tariff. For the Residential Customer Class, the SMT Surcharge shall be determined to
the nearest cne-thousandth of a cent per kWh. For the Commercial and Industrial Customer Classes, the SMT
Surcharge shall be determined fo the nearest cent. The SMT Surcharge rates shall be calcutated separately for
each Customer Class according to the provigions of this Surcharge Tariff.

For service rendered January 1, 2015 through December 31, 2015 the SMT Surcharge rates billed by
Customer Class are as follows:

Residential Customer Class {Rate Schedule 10)

$0.00348 per kWh

Commercial Customer Class (Rate Schedules 20, 22, 23 and 24)

$3.42 per month

Iindustrial Customer Class (Rate Schedules 30, 40, 41, 44, 46, 86 and Tariff No. 37)

$3.74 per month

The SMT Surcharge rates by Customer Class shall be calculated in accordance with the formula set forth

below:

Where:

SMT =

SMTc =

SMTexpi =

{C) Indicates Change
{I) Indicates Increase

SMT = [((SMTc - E) / CCBD) / 12) X [1 /{1 =T}

SMTc = SMTexpt + SMTexpe

The monthly surcharge by Customer Class as defined by this Surcharge Tariff applied to each
Customer billed under the Rate Schedules and Tariff identified in this Surcharge Tariff,

The Smart Meter Technologies costs by Customer Class projected to be incurred by the
Company for the SMT Computational Year calculated in accordance with the fermula shown
above.

A projection of costs to be incurred associated with the Customer Class specific Smart Meter
Technology Procurement and Installation Plan (“Plan”) as approved by the Commission for the
SMT Computation Year by Customer Class including carrying charges on capital costs,
depreciation expense, accumulated deferred income taxes, allowance for funds used during
construction, and operational and maintenance expenses. These cosis would also include an
allocated portion of any projected indirect costs to be incurred benefiting all Customer Classes
of the Company’s Plan for the SMT Computational Year. Any reduction in operating expenses
or avoided capital expenditures due to the Smart Metering Program wilt be deducted from the
incremental cosis of the Smart Meter Program to derive the net incremental cost of the
Program that is recoverable. Such reductions shall include any reductions in the Company’s
current meter and meter reading costs.
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SMART METER TECHNOLOGIES SURCHARGE

A Smart Meter Technologies (“SMT") Surcharge shall be applied as a monthly Customer charge during
each billing month to metered Customers served under this Tariff determined to the nearest cent. The SMT
Surcharge rate shall be calculated separately for each Customer Class according to the provisions of this Surcharge
Tariff.

For service rendered January 1, 2015 through December 31, 2015 the SMT Surcharge rate billed by
Customer Class is as follows:

Industrial Customer Class (Tariff No. 39 Rate Schedules 30, 40,41, 44, 46, 86 and Tariff No. 37)

$3.74 per month

The SMT Surcharge rate by Customer Class shall be calculated in accordance with the formula set forth
below:
SMT = [((SMTc~E)/CCBD) /12} X [1/ (1 - T}

SMTe = SMTexp1 + SMTexp2

Where:

SMT = The monthly surcharge by Customer Class as defined by this Surcharge Tariff applied to each
Customer bilied under this Tariff.

SMTc = The Smart Meter Technologies costs by Customer Class projected to be incurred by the
Company for the SMT Computational Year calculated in accordance with the formula shown
above.

SMTept = A projection of costs to be incurred associated with the Customer Class specific Smart Meter
Technology Procurement and Installation Plan (“Plan”) as approved by the Commission for the
SMT Computation Year by Customer Class including carrying charges on capilal cosis,
depreciation expense, accumulated deferred income taxes, allowance for funds used during
construction, and aperational and maintenance expenses. These costs would also include an
allocated portion of any projected indirect costs to be incurred benefiting alt Customer Classes
of the Company's Plan for the SMT Computational Year. Any reduction in operating expenses
or avoided capital expenditures due to the Smart Metering Program will be deducted from the
incremental costs of the Smart Meter Program to derive the net incremental cost of the
Program that is recoverable. Such reductions shal! include any reductions in the Company’s
current meter and meter reading costs.

SMTepz= A Customer Class aliocated portion of $45.1 million of expenditures between 2009 and 2010
in support of the development of a smart meter deployment plan. The $45.1 million will be
recovered via a levelized basis over a 5.5-year period beginning with the SMT Surcharge stari
date, and will not include interest on over-collections or under-collections. A Customer Class
allocation of $5.712 million of interest charges will be added, and will be amortized for
recovery over a 5.5-year period coincident with the recovery of the $45.1 mitlion.

{C) Indicates Change
{l) Indicates Increase

Issued XXXXX Effective XXXXX
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IRS Publication 946
3-, 5-, 7-, 10-, 15-, and 20-Year Property
Half-Year Convention
Table A-1

Tax Depreciation Rate for Recovery Period
Year 3-year b-year 7-year 10-year 15-year  20-year

1 33.33%  20.00% 14.29% 10.00% 500%  3.750%
2 44.45%  32.00% @ 24.4%9% 18.00% 9.50%  7.219%
3 1481%  1920%  17.48% 14.40% 8.55% 6677%
4 7.41%  11.52%  12.48% 11.52% 7.70%  6.177%
5 11.52% 8.93% 9.22% 6.93%  5.713%
6 5.76% 8.92% 7.37% 6.23%  5.285%
7 8.93% 6.55% 590%  4.888%
8 4.46% 6.55% 580%  4.5622%
9 6.56% 591%  4462%
10 6.55% 590%  4.461%
M 3.28% 5.91%  4.462%
12 590%  4.461%
13 591%  4.462%
14 590%  4.461%
15 591%  4.462%
16 295%  4.461%
17 4.462%
18 4.461%
19 4.462%
20 4.461%
21 2.231%




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION
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