READIN G MUNICIPAL LIGHT DE TMENT
To: RMLD Board, Citizens” Advisory Board Date: June 29, 2010
From: Vinnie Caméron |
Subject: FY 2011 Cost of Service Study

Attached is the FY 2011 Cost of Service Study (FY11 COSS) performed by the Reading
Municipal Light Department (RMLD). The RMLD performed this study internally
using the FY11 Operating and Capital Budget approved by the RMLD Board of
‘Commissioners and the Citizens’ Advisory Board (CAB).

During the FY11 budget discussion, the RMLD believed that a 5.2% increase in Base
Rates was necessary for the RMLD to meet its revenue requirements during FY11.
Adjustments to the revenue requirements and an increase in kWh sales during the last
of quarter of FY10 resulted in a Base Rate increase of 2.78%

The results of the FY11 COSS show that only the Residential A-Rate, Residential Hot
Water Rate, and the Commercial -C-Rate require Base Rate increases. As in the 2008
COSS, the RMLD recommends increasing the Base Rates of the above mentioned rate
classes and keep the remainder of the rate classes at their present levels. The Base Rate
increases are recommended for the Residential A-Rate (3.65%), Residential Hot Water -
Rate (3.96%), and the Commercial C-Rate (4. 27%)

In addition, the RMLD recommends the FY10 average Purchased Power Adjustment
(PPA) of $.0072/kWh be rolled into the Base Rate energy charges. The RMLD also
recommends the FY11 PPA be re-adjusted to average $.00073/kWh, which will recover
additional power supply costs above the FY10 level. In doing so, all rate classes will see
a Base Rate increase whether it is from the FY11 COSS, or the PPA bemg rolled into the
Base Energy Rates, or both.

The FY11 COSS was based on a revenue requirement of $45,892,928, which is derived
from the FY11 Operating Budget with adjustments for one time expenditures and
known and measureable differences in the budget since its approval.

The FY11 COSS also includve a Rate of Return of $2.5 million, which represents
approximately 3.79% of the Net Plant. (The RMLD is allowed to earn up to 8% of its Net

Plant.)

. Table 4 and Exhibit 1 in the attached report shows the rate increases for each rate-class
by either Base Rate Increase or the PPA being rolled into the Base Energy Rates.




READING MUNICIPAL LIGHT DEPARTMENT
2011 COST OF SERVICE STUDY
June 29, 2010

1.0 EXECUTIVE SUMMARY ‘

The Reading Municipal Light Department (RMLD) has perfoz,:med the Fiscal Year 2011 Cost
of Service Study (FY11 COSS) to address increases in the RMLD's Operation and
Maintenance Expenses and decreasing sales over the. last two years. The combination of
these two impacts to the RMLD'’s financial operation has created the need for a Base Rate

increase.

The RMLD’s FY11 Operations and Maintenance Expense minus the Fuel Expense, and
Miscellaneous Revenues and Expenses are projected to be $45,250,297, which is an increase

of 3.1% as compared to the FY10 expenses of $43,882,744, as shown in Table 1.

Table 1

Operations, Maintenance (minus Fuel Expense)

Power Supply $19,687,248 $19,032,105
Transmission $7,524,890 $8,679,469
Oper. & Maint. $10,811,091 $11,751,723
Depreciation $3,366,058 $3,500,000
Town Payments $1,253,746 $1,320,000
Misc. Ded. $1,239,711 $967.000

Total $43,882,744 $45,250,297

The increase in the FY11 expenses is $1,367,553 over the FY10 projected (ten months actual
and two months projected) expenses. The FY11 Power Supply and Transmission expenses
increase $499,436, which are recovered through the PPA. The remaining cost increases in

FY11 of $868,117 need to be recovered through increases in the Base Rates.




The teason for the increase in transmission expense is due to transmission construction

- activity throughout New England. The transmission construction costs are passed onto all

load serving entities in the New England Power Pool. The transmission construction

activity is expected to go on for a few more years; therefore the PPA is expected to increase.

The FY11 COSS was developed based on the RMLD's fully allocated FY11 Operating Budget

and $2 million of Return on Net Plant. The COSS methodblogy uses the Twelve Coincident
Peak Demand (12CP) method. A 12CP methodology uses the average of the monthly
coincident peak demand in each customer class to allocate demand related costs.' This is
done to equitably allocate costs to customers so that seasonal usage patterns are taken into
consideration in the cost allocation process. The 12CP COSS methodology was used in the
last COSS performed by Virchow & Krause in 2008. In addition to the 12CP allocator, there
are several other allocators used to assign cbsts to their correct functions and rate classes.

Fuel cost is not included in this study since it is passed through to the customer.

Table 2 shows the FY11 Operaﬁng Budget and the items that were approved by the RMLD
Board of Commissioners. The FY11 Revenue Requirement approved by the RMLD Board is
$84,522,091 ($83,555,091-$1,270,000+$2,237,000). After taking out the Purchased Power -
Fuel Expense ($39,271,794) the Total Base Expense is $45,250,297. '

For the purposes of the COSS the Base Expenses are adjusted for the following items.

o Hazardous Materials Expense is non-recurring and will be recovered through a

Hazardous Waste Charge.
o Energy Efficiency Expenses are recovered through the Energy Conservation Charge.
e Return on Net Plant is not included in the Operating Budget.

o Depreciation expense decreased based on revised gross plant in FY11.




OPERATING REVENUE
SALES OF ELEC. - BASE
SALES OF ELEC. - FUEL
FORFEITED DISCOUNTS |
ENERGY CONSERVATION
PURCHASED POWER ADJSUTMENT
HAZ AMT CHARGE

OPERATING EXPENSES
PURCHASED POWER - BASE
PURCHASED POWER - FUEL
OPERATION EXPENSE
MAINTENANCE EXPENSE
DEPRECIATION EXPENSE
TOWN PAYMENTS

TOTAL OPERATING EXPENSES

TOTAL OPERATING INCOME

NON-OPERATING REVENUES
MDSE AND JOBBING

INTEREST INCOME
MMWEC REFUND AND ADV. IN AID

TOTAL NON-OPERATING REVENUES

NON-OPERATING EXPENSES
CUSTOMER DEPOSIT INTEREST EXP
BOND INTEREST EXP

. AMORTIZATION OF DEBT EXP
PORJECTED RATE REFUND

TOTAL NON-OPERATING EXPENSES

NET INCOME

TABLE 2

FISCAL YEAR 2011 OPERATING BUDGET

. Budget Comm.
Draft 1 Approved
Operating , Operating
Budget o Budget
45,890,283 (341,000) 45,549,283
39,271,794 39,271,794
876,838 (6,479) 870,359
533,228 533,228
259,071 _ : 259,071
300,000 300,000
86,831,214 (47,479) 86,783,735
27,711,574 ; ' 27,711,574
39,271,794 39,271,794
8,720,671 '(135,545) 8,585,126
2,541,597 625,000 : 3,166,597
3,500,000 3,500,000
1,320,000 1,320,000
83,065,636 489,455 83,555,091 Approved
3,765,578 (536,934) 3,228,644
120,000 120,000
450,000 450,000
700,000 700,000
1,270,000 - 1,270,000 Approved
12,000 12,000
2,225,000 2,225,000
2,237,000 - 2,237,000 Approved

2,798,578  (536,934) 2,261,644




s Forfeited discounts are a credit to expenses.

¢ MMWEC Fluéh of Funds was estimated at $700,000, however the actual came in at .
$384,497, with_the result being a $315,503 adjustment. l

The adjustments to the FY11 Operating Budget are shown below.

Approved O&M Budget- $45,250,297

| Hazardous Material Expense . ~ (%600,000)
Energy Efficiency Expense ($643,730)
Demolition of Station | - ($25,000)

" Return on Net Plant ’ : | . $2,500,000
Depreciation v : ($33,783)
Forfeited Discounts : ' | ($870,359)
MMWEC Flush of Funds ‘ $315,503

Revenue Requirement $45,892,928

The result of the adjustments shows that the Revenue Reqﬁirement for FY11 COSS is
$45,892,928.

Table 3 shows the proposed Cost of Service for FY11 for each customer class, which totals
$45,892,928. The Forecast Revenues at Current Rates for FY11 is $44,618,035 and is
discussed later in the report. The expected shortfall is $1,274,893 or 2.86%. The Effective
Rate Changes .are either positive or negative depgndmg' on rate class. The RMLD
recomménds increasing the Residential A-.Rate, Residen’c-ialAA-Rate Water Heater, and the
Commercial C Rate, since the FY11 COSS indicates that these customer classes should have
their rates increased. The RMLD also recommends keeping the remainder of the customer

classes at their present rate levels. In doing so, the over-recovery in the remaining rate
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classes, $850,931, would be used to lower the amount of the rate increase to 2.78%, as shown
in the last column of Table 3. The RMLD recommends increasing the Residenﬁal A - Rate
3.65%, the Residential A - Rate Water Heating Rate 3.96%, and the Commercial C ~ Rate
4.27%. 4

In addition to the proposed rate increase, the Purchased Power Adjustment (PPA) is being
readjusted to $.00073/<Wh and the FY10 PPA of $.0072/kWh be rolled into the Base Rates in
all the rate classes. The readjusted PPA is expected to recover the additional power supply

expenses in FY11 of $499,436.

Table 4 shows the average monthly bills fbr each customer class for both the Existing Rate
and the Proposed Rate. The Overall Increase shows the total increase between the Existing
Rate and the Proposed Rate. The Overall Increase also includes a rate increase, a PPA
increase, or both. In the case of the Residential A-Rate thg Overall Increase was 2.601%, and
is comprised of the Rate Increase of 2.105% and the PPA Increase of .496%. Since the Base
Rates make up approximately 50% to 60% of the total electric bill the overall rate increases
are less than what is shown on Table 3. ‘The Residential Time of Usé Rate is expected to
have an Overall Increase of .608%, which is solely attributable to the PPA increase. The

rates that remain at-their former levels only experience a PPA increase.
‘Exhibits 1A through 1G show the detail of the figures on Table 4 for each rate class.

2.0 DATA COLLECTION

The revenue requirement of $45,892,928 for FY1l1 is based on the FY11 Capital and
Operating budget and includes Base Power Supply Expense, Operating and Maintenance
Expense, Depreciation Expense, and the Town Payments, Non-operating Expense, Non-

oi)erating Revenues, and Return on Net Plant.

Table 5 shows the Bill Frequency used in the FY11 COSS and includes the amount of
customers and energy and demand projected to be billed in FY11. The total kWh for FY11 is
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forecast to be 683,056,320 and is approximately the vsame_: as the expected total sales for FY10
684 million kWh. It should be noted that the kWh sales in FY09 were 696 million kWh,

which shows a decreasing trend in sales over the last two fiscal years due to the economy -

and energy conservation. The RMLD believes the economic impact on the RMLD's sales has

leveled off; however, the RMLD will continue its efforts in the energy conservation area.

The demand for the Commercial and Industrial cla_sseé is expected to be 1,210,558 kW for

FYll, which is aléo very similar to the expected billed demand for FY10.

2.1 Residential Customer Class .

Residential electric sales are .from Table 5 of the Bill Frequency report. The coincident and
non-coincident peak demand was calculated using demand and customer data on feeders
3W7 (North Street, Haverhﬂl, and Marblehead Streets, and lateral streets in North Reading)
and 3W14 (Park and Elm Streets and lateral streets in North Reading). These two feeders
are largely residential load with the commercial load removed from the total load in order
to reflect residential demand. The monthly coincident and non-coincident peak demands
.Were determined using the monthly peak demand days on each feeder and the number of
customers on the feeders. This data was used to develop the coincident and non-coincident

demand allocators.

The coincident and non-coincident peak demand for the Residential Time of Use class and
the Water Heating class were based on the data collected from the feeders mentioned above

with adjustments to the load factors to account for more efficient peak demand usage.

2.2 Commercial C-Rate
The energy and demand: for the Commercial C-Rate was taken from the Bill Fi‘équéncy for
FY11. The coincident and non-coincident load factors for this customer class were based on

the load factors similar to that which were used in the 2008 Cost of Service Study.




2.3 Industrial Time of Use Rate -

The energy and demand for the Industrial Time of Use Rate was taken from the Bill
Frequency for FY11. The coincident and non-coincident peak demands for these customers
were calculated using hourly load data for twenty-six of the forty customers in this rate

class. These twenty-six customers have TOU metering that also stores hourly load data.

2.4 School Rate
The energy and demand data for this rate class is taken from the FY11 Bill Frequency. The
coincident and non-coincident peak demands for the schools were calculated using hourly

load data to formulate the monthly load factors for this rate class.

25 Codp/Resale Rate

Commercial monthly derhand was developed using load factors based on monthly energy

and demand billing.

3.0 METHODOLOGY

Initially, costs in the FY11 COSS were functionalized in order. to properly assign the
allocators used to define the cost responsibil_ity in each rate class. In doing so, eac'l;l expense
item included in the total revenue reqﬁirement is assigned an allocator. The allocators used
in the FY11 COSS are based on energy sales, monthly peak demand, number of customers,

street lights, meters, forfeited discounts, net plant, and rate of return.

Exhibit 2 shows the number of customers, annual energy, revenue, load factors, and non-
coincident and coincident peak demands, calculated for each customer class based on the
data collection discussed above. The information in Exhibit 2 was used to develop many of

the allocators used in the FY11 COSS.

Table 6 is a list and description of the allocators used in the FY11 COSS. Table 7 shows the

allocators used in the COSS along with the information used to develop many of the




Table 6

Description of Allocators

A&G Expense - Blended allocator based on CP-12 (60%), Energy (25%),
Cust-Sec (15%).

Billing.wgt - Number of customers adjusted by the time it takes to bill
each customer in the class (weightings used in study: Residential: 1,
Commercial/ Schools: 3, Industrial: 10).

CP-12 - Average of customer peaks with system peaks during each
month of the year. (Used to allocate demand related purchase power
‘expenses).

Customer - Total number of customers in each class.

Cust.Sec - Weighted average number of customers served at the
secondary voltage level.

Cust.Wgt - Number of customers in each class adjusted by a weighting
factor to compensate for the additional time and expense to serve each
customer class. '

Direct.SL - Costs allocated directly to street light class.

Forfeited.Disc - 3 year average of forfeited discounts taken by customer

§ PRy

Ciass.

Meter.rd. wgt - Number of customers adjusted for the time it takes to read
each type of meter (weightings used in study:  Residential:l,
Commercial/Schools: 3, Industrial: 10).

Meter.rd - Number of customers adjusted for the time it takes to read
each type of meter. '

Meters.wgt - Number of customers adjusted for the cost to purchase
meters and associated equipment.

NBV - Net Book Value blended allocator based on net plant values.
NCP—Input: Peak of each customer class, adjusted for system losses.

NCP-Sec - Peak of each customer class, adjusted for losses occurring in
the secondary distribution system.

ROR - Rate of Return blended allocator based on class associated assets
and allowable rate of return on investment.
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allocators. As stated earlier the allocators were developed using the information from

- Exhibit 2.

-4.0 PLANT IN SERVICE »
Exhibit 3 shows the Forecasted Ratebase, which includes Gross and Net Plant and
Depreciation.Expenses for FY10 through FY11. The Capital Addiﬁons for FY10 are based on
ten months of actual data and two months forecést data. The retirements are estimated to
be approximately $1 million, which is based on recent historical trends. The Net and Gross
Plant is also sub-allocated to demand and energy related functions. These sﬁb-allocations

result in splitting the depreciation expenses into either demand or energy costs.

The Gross Plant in Service for FY11 is projected to be $121,268,618, which is shown on Page
2 of Exhibit 3. The FY11 Net Plant is expected to be $66,910,490 and the Depreciation
Expenses of $3,466,217, Which are shown on Page 4 of Exhibit 3. These balances are based
on present Gross and Net Plant for FY10 and increases in plant according to the FY11
Capital Budget. The projection of Net Plant and Depreciation Expense include 2%

depreciation in FY10 and 3% depreciation in FY11.

5.0 QPERATION AND MAINTENANCE EXPENSES

Exhibit 4 shows the Operation and Maintenance Expenses for FY11, which iﬁcludes the
Power Production Expense, Transmission Expense, Distribution Operation Expense,
Customer Account Expense, Administrative and General Expense, Depreciation Expense,
and Other Expenses and Revenues. There are sub-allocations for the Distribution Operation
and Maintenance Expense and the Depreciation Expense. The Forecast FY11 Total Revenue
Requirement is $43,392,928 as shown on page 4 of Exhibit 4 and does not include the Rate of
Return (ROR) of $2,500,000. .

6.0 REVENUE REQUIREMENT ALLOCATION
Exhibit 5 shows the FY11 Allocated Total Revenue Requirement, which includes the

allocated costs of Operation and Maintenance Expense for FY11. The Total Revenue




Requirement for FYI1 is forecast to be $45,892,928 and includes the $2,500,000 Rate of
Return, which is 3.79% of Net Plant. The RMLD is allowed to earn 8% of its Net Plant. The
allocators used to determine the Cost of Service for each line item are shown in Column 4.
The Total Revenué Requirement for each rate class is shown at the bottom of Exhibit 5, page

6 and is also on Table 3.

7.0 REVENUE PROOF

Exhibit 6 shows the Revenue Proof for FY11 at the current rafes a_nd at the Potential New .

Rate. The Current Rates calculation includes the RMLD's electric rates presently in effect,
the PPA of $.0072/kWh, and the energy and demand usage in Table 5 - Bill Frequency. Each

customer class has a Forecast Class Total, which is the calculated revenue for FY11 without

the base rate increase. The Forecast Class Total at Current Rates is $44,618,035 and is shown v

at the bottom of Page 4 of Exhibit 6.

The Potential New Rate for each customer class represents the rates from the Current Rafés
plus the Reallocated Effective Rate Change suggested in Table 3 for the Residential A-Rate
(3.65%), Residential A-Rate Water Heaﬁng (3.96%), and the Commercial C-Rate (4.27%).
Also included in the energy rates for all classes is the average FY10 PPA of $.0072 being
rolled into the Energy Charge. At the bottom of Exhibit 6 the Forecast Class Total is
$45,741,164 with the Reallocated Revenue Req. Class Total being $45,892,928, which. is a

minimal difference of $124,863 or .33% due to rounding.

8.0 RECOMMENDED NEW RATES

The changes in the electric rates recommended by the RMLD are shown below. In addition
to these rates there will also be a Fuel Charge, an Energy Conservation Charge, a Hazardous
Materials charge, Purchased Power Adjustment (PPA), and a.10% Prompt Payment

Discount.




The Fuel Charge is charged to each rate class and represents the average monthly cost of
fuel from the RMLD’s power suppliers. The cost of fuel was not included in the FY11 COSS

and the fuel expenses are directly passed through to each customer.

The Energy Conservation Charge is the same as was introduced in the last rate increase in

2008 and recovers the Energyv Conservation Expense. The Energy Conservation Expense

was not included in the COSS. The Energy Conservation Charge in FY10 was $.0005/kWh

for the residential customers and $.001/kWh for the commercial customers.

The Hazardous Materials (FIAZMAT) Charge is iptended to recover the cost of the soil
remediation at the Gaw Sub Station due to the Poly Chlorinated Biphenyls (PCB)
contamination and will be chargéd to each customer on a kWh basis and which will
fluctuate from time to time. The RMLD estimates that it may recover $300,000 of HAZMAT
cost during FY11. The RMLD believes that the remediation costs may reachr $2,000,000: The
HAZMAT Charge will only be used to recover hazardous material chargeg and will be

adjusted to $.00/kWh when the there are no outstanding Hazardous Material costs.

As stated earlier the PPA is a component of the bill that is adjusted monthly to recover

fluctuations in power supply costs during the year.

The Prompt Payment Discount is 10% and is applied to the non-fuel expenses on a
customer’s electric bill. The customer will receive the Prompt Payment Discount if the bill is

paid within the seventeen day discount period.
The recommended rates discussed below are taken from Exhibit 6.
8.1 Residential A Rate

The typical residential customer in the RMLD service territory uses approximately 9,200
kWh annually.




. Residential - A Rate
Customer Charge $3.47/Month
Energy Charge $.0836/kWh

Under the recommended rates a typical residential custo.mer, using an average of 750 kWh
per month, would pay $102.08 under the new rates as compared to $99.49 under the existing
fates, as shown on Table 4 and Exhibit-1A. The overall increase is 2.601% of which 2.105% is

due to the rate increase and .496% due to the readjusted PPA.
8.2 Residential Hot Water Rate ‘ ‘
Under this rate the residential water heaters are automatically shut-off peak 2 PM to 4 PM

each day through the use of special meters and time clocks. This is not a mandatory rate.

Residential Water Heating

(100 kW through 433 kWh)
Customer Charge $3.48
<100 kWh | $.0807
100 - 433 kWh $.0366
>433 kWh $.0807

It is estimated that water heating usage averages 333 kWh per month. According to Table 4
and Exhibit 1B the Water Heating Rate will cost the average customer $119.63, which is an
overall increase of 2.607% as compared to the existing rate of $116.59. The increase in this

rate is due to the rate increase of 1.942% and .665% from the readjusted PPA.

8.3 Residential Time of Use Rate -. L
The Residential Time of Use (RTOU) Rate gives the customer the choice of moving a portion
of their energy usage from the On-Peak to the Off-Peak period and take advantage of an

overall lower kWh rate,

10




Residential Time of Use Rate

| Customer Charge $5.51/month .
On-Peak Energy Charge $.0826/kWh
Off-Peak Energy Charge $.0614/kWh

"TOU Water Heater Rate A $.0350/kWh

The On-Peak period is defined as the hours between 10 AM and 8 PM Monday through
Friday except for major holidays. The Off-Peak period is defined as the hours between 8 PM
and 10 AM Monday through Friday and all hours Saturday, Sunday and holidays.

The average customer on this rate uses approximately 1,000 kWh a month based on usage
patterns. The average monﬂﬂy bill under the recommended rate is projected to be $108.86,
which is an increase of .608% over the existing rate of $108.21, which is due to the readjusted

PPA.

8.4 Commercial C-Rate

The Commercial Rate C-Rate was developed based on the cost of service for all the existing -

commercial customers except for the Industrial Time of Use Customers and the Schools in

Reading, Wilmington, North Reading, and Lynnfield.

Commercial C -Rate

Customer Charge $5.97/Month
Demand Charge $6.25/kW-Month
Energy Charge $.0519/kWh

Based on an éverage rhonthly usage of 25 kW and 7,300 kWh (40% load factor) the monthly
energy cost is estimated to be $905.12 under the existing rate and $929.88 under the
recommended rate, which is approximately 2.736% higher than the existing rate with the

rate increase being 2.205% and the PPA increase being .531%.

11




8.5 Industrial Time of Use Rate

The Industrial Time of Use (ITOU) Rate is presently being billed to twenty-six of the
RMLD's larger customers. Due to the structure of this rate and the metering used to bill it, a
customer must remain on this rateé for a minimum of one year. It is not economically
beneficial for a customer to be on this rate unless it has an annual load factor of at least 55%

and uses 60% or more of its electricity usage Off-Peak.

The On-Peak period is defined as 10 AM to 8 PM during week days excluding holidays with

the Off-Peak period being the remaining hours.

Industrial Time of Use Rate

Customer Charge $27.54/Month
Demand Charge | ~ $7.90/kW-Month
On-Peak Energy Charge -$.0484/kWh
Off-Peak Energy Charge $.0362/KWh

Based on an average monthly usage of 914 kW and 462,864 kKWh (68% load factor) an
average electric bill will be $51,567.86 under the existing rates and $51,876.01 under the

recommended rate or an increase of .598% due to the readjusted PPA.

Customers electing to be billed under this rate will be required to have electronic metering
installed at their facility with the capability to record fifteen minute demand data that can

be retrieved in order to determine the amount of load that was used at any given time.

8.6 Schools
The School Rate was developed m 2008 and reflects usage in the school in the RMLD'’s
service territory. The usage patterns for the schools are very similar because they all exhibit

winter peaks and reduced summer usage due to school vacation.

12




School Rate

Customer Charge $5.51/Month
Demand Charge ' $5.76/kW-Month
Energy Charge $.0483/kWh

The School Rate is lower than the Commercial C-Rate and the Industrial Time of Use Rate
because the school usage, both demand and energy, is lower during the summer months,

when the RMLD experiences its peak demand usage.

An average school uses 108 kW and 30,406 kWh on an average monthly basis. The average
monthly bill under the recommended rate is projectéd to be $3,744.32 or an increase of

.539% over the existing rate of $3,724.24, due to the readjusted PPA.

8.7 Coop/Resale _ '

The Cooia/Resale Rate is charged to neighboring utilities for power resale at the franchise
boundary. There are customers adjacent to the RMLD's service territory, which are served
by the Department because of the system configuration. These sales are classified under the

Coop/Resale category.

Coop/Resale Rate
Customer Charge $3.20/Month
Energy Charge $.0766/kWh

The average monthly cost under the existing rates is $252.76 and is expected to increase, due

to the readjusted PPA, .521% to $254.08 under the recommended rates.

8.8 Streetlights
The Street Lights rates have been increased by the PPA and will have no other adjustments

made to them.

13
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EXHIBIT 4

Reading Municipal Light Department
Eleciric Cost of Service/Unbundling Study
Forecasted Operation and Maintenance Expenses
Foracasted Year Ending June 30th, 2011

' : AdJustments

Budgeted Suballocate Ad]
Account Expenses FY11 Suballocate Suballocate Ad) 1 1 Forecast FY11

Operation and Maintenenance Expenses

Power Production Expenses

Other Powar Supply Expenses

Purchased Power $ 27,711,574 % - 8 - $ - 8 - $ 27,711,574

Syster Control and Load Dispatching - - - - - -

PASNY Costs - - - - - -

Unused - - - - - -
Total Other Power Supply Expenses $ 27,711,574 § - $ - $ - $ - $ 27,711,574

Total Power Production Expenses § 27,711.574 § - $ - $ - $ - 3 27,711,574

Tr isslon Expenses

Transmission Maintenance Expenses
Maintenance Supervision and Engineering $ 3,000 § - 8 - 8 - $ - $ 3,000
Maintenance of Structures - - - - - .-
Maintenenace of Station Equipment - - - - - .
" Demand . . - - . .
Customer : - - - . .
Maintenenace of Overhead Lines - - - - - ) .
Demand - - - N .
Customer - - - - .
Maintenance of Underground Lines - - - - . .
Demand - - - - -
Customer - - : - . .
Maintenenace of Misc. Transmission Plant - - - - - .
Unused - - - . - .
Total Tr ission Maint Exp $ 3,000 § - $ - $ - $ - $ 3.000

Total Transmisslon Expenses § 3,000 § - $ - $ - $ - $ 3,000

Distrlbution Expenses

Distrlbution Operation Exg
Operation Supervision and Engineering 441,931 § - 8 - $ - $ - $ 441,931
Load Dispatching 619,609 - - - - 619,609
Station Expenses . 426,480 (426,490) - - - -
Demand 288,543 - - - 298,543
Customer 127,947 - - - 127,947
Overhead Line Expenses - - - - - .
Demand - - - - -
Customer - - - - -
Underground Line Expenses - - - - - -
Demand - - - - -
Customer - - - - -
Street Lighting and Signal System Expenses 67,892 - - - - 67,892
Meter Expenses 483,082 - - - - 483,082
Customer Installation Expenses - -
Misc, Distribution Expenses ' 347,115 - - - - 347,115
Rents . - - - - -
Unused - - - - - -
Total Distribution Operation Expenses § 2,386,119 § - § - 3 .- $° - - $ 2,386.119
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Reading Municipal Light Department
Electric Cost of Service/Unbundling Study
Forecasted Operation and Maintenance Expenses
Forecasted Year Ending June 30th, 2011

EXHIBIT 4

Adjustments
Budgeted Stballocate Ad]
Account Expenses FY11 Subaliccate Suballocate Adj 1 1 Foracast FY11
Distribution Maintenance Expenses
Maintenance Supervision and Engineering $ 187,456 § - $ . $ $ - $ 187,456
Maintenance of Structures - - - - -
Maintenenace of Station Equipment - - - - -
Demand - - - -
Customer - - - -
Maintenenace of Overhead Lines 1,211,643 (1,211,643) - - -
Demand 363,493 - - 363,493
Customer 848,150 - - 848,150
Maintenance of Underground Lines - 190,362 (190,362) - - -
Demand 57,108 - - 57,109
Customer 133,253 - - 133,253
Maintenenace of Line Transformers 93,500 (93,500) - - -
Demand 65,450 - - 65,450
Customer 28,050 - - 28,050
Maintenance of Street Lighting and Signal System 8,908 - - - 8,909
Maintenance of Meters 3,875 - - - 3.875
Maintenenace of Misc. Distribution Plant - - - - -
Maintenance of Rental Lights . - - - - -
Total Distribution Maintenance Exp $ 1,695,745 § 0) § - $ $ - $ 1,695,745
Total Distribution Expenses $ 4,081,864 § 0) § - $ $ - . § 4,081,864
Total Expensas Before Administration $ 31,796,438 § {0) § - $ 3 - $ 31,796,438
Custo! Accounts Expenses
Supervision $ - 8 - 8 - § $ - 8 -
Meter Reading Expenses 64,512 - . - 64,512
Customer Records & Collection Expenses 1,398,088 - - - 1,398,088
Uncollectible Accounts 180,000 - - - 180,000
Misc. Customer Accounts Expenses - - - - -
Unused : - - - - -
Total Customer Accounts Exp $ 1,642,600 $ - $ - $ $ - $ 1,642,600
Customer Service and information Expenses
Supervision : $ - 8 - $ - § $ - $ -
Customer Assistance Expenses - - - - -
Informational and Instructional Advertising Expenses - - - - -
Misc. Customer Service and informational Expenses - - - - -
Unused - - - - .
Unused - - . - -
Total Customer Service and Information Exp 3 - 3 - 3 - $ $ - $ -
Sales Expenses
Supervision $ - 3 - § - $ $ - 8§ -
Demonstrating and Selling Expenses - - - - -
Advertising Expenses = - = = -
Miscellaneous Sales Expenses 494,776 - - - 494,776
Unused : - - - - -
Total Sales Expenses § 494,776 § - $ - § 3 - $ 494,776
Administrative and General Expenses
Administrative and General Salaries $ 776,849 § - $ - $ $ - $ 776,849
Office Supplies and Expenses 278,100 - - - 278,100
Ulility Office Salary Etec. Share - - - - ’ =
Outside Services Employed AE 293,500 - - - - 293,500
Property Insurance . 478,900 - - - 478,900
Injuries and Damages 64,805 - “ - 64,805
Employee Pensions and Bensfits 1,188,607 - - - 1,188,607
Energy conservation Residential - - - - -
Energy conservation Non-Residential - - - - -
Dupiicate Charges--Cr. - - . - -
Miscellaneous Advertising Expense - - - - -
Miscellaneous General Expenses 212,303 - - - 212,303
interest - - - - .
Rents 212,000 - - - 212,000
Maintenance of General Plant 755,689 - - - 755,689
Insurance General - - - - -
Total Administrative and General Expenses § 4,260,753 § - $ - 3 $ - 3 4,260,753
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Reading Municipal Light Department
Electric Cost of Service/Unbundling Study
Forecasted Operation and Maintenance Expenses
Forecasted Year Ending June 30th, 2011

EXHIBIT 4

Adjustments

Budgeted Suballocate Ad)
Account Expenses FY11  Suballocate Suballocate Ad] 1 1 Forecast FY11
Total Administration Expenses $ 6,398,128 § - 3 - $ 6,398,129
Total O&M Expenses § 38,194,567 § {0) § - 3 38,194,567
Depreciation Expenses
Transmission Plant
Land & Land Rights $ - 8 - 8 - $ -
Structures & Improvements 47,526 - - 47,526
Station Equip. 178,465 (178,465) - -
Demand 107,079 - 107,079
Customer 71,386 - 71,386
Towers & Fixtures 2,585 (2,585) - -
Demand 1,680 - 1,680
Customer ‘ 905 - 905
Poles & Fixtures 3,178 (3,178) - -
Demand 2,086 - 2,066
Customer 1112 - 1,112
Overhead Conductors and Davices . 2,547 (2,547) - B
Demand 1,668 - 1,655
Customer 891 - 891
Underground Conduit 1,321 (1,321) . -
Demand 859 - ' 859
Customer 463 “ 483
Underground Conductors and Devices 1,154 (1,154) - -
Demand 750 - 750
Customer 404 - 404
Roads and Trails - - - .
Total Tr Ission Plant $ 236,777 § - $ - $ 236,777
Distribution Piant
Land & Land Rights . $ - § - 3 - $ -
Structures & Improvements 137,567 - - 137,567
Station Equip. 277,379 (277,379) - -
Demand 194,165 - 194,165
Customer 83,214 - 83,214
Storage Bat. Equip. 1,012 - - 1,012
Poles & Towers 634,385 (634,385) - -
Demand 190,316 - 190,316
Customer 444,070 - 444,070
Overhead Conductors 469,808 (469,808) - -
Demand 140,842 - o 140,942
Customer 328,865 - 328,865
Underground Conduit 218,513 (218,513) - -
Demand . 65,554 - 65,554
Customer ' 152,959 - 152,959
" Undg Conductors : 227,804 (227,804) - -
‘Demand ’ 68,341 . 68,341
Customer 159,463 - 159,463
Line Transformers ) 268,379 (268,379) - -
Demand 187,865 - 187,865
Customer 80,514 - 80,514
Services . . 155,831 (155,831) - -
Demand 46,749 . 46,749
Customer : ' 109,082 - - 109,082
Meters ’ ’ 126,365 | - - 126,365
Inst. Cust. Premisas 777 - - 777
Leased Property on Customers' Premises - - - -
Street Lights & Signal System 72,519 - - 72,519
Street Lights & Signal System Overhead - - - -
Street Lights & Signal System Underground - - - -
Install Security Lights - - - . -
Total Distribution Piant $ 2,500,339 § 0) § - $ 2,590,339
Total Plant Before General Plant $ 2,827,116 § {0) § - $ 2,827,116
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EXHIBIT 4

Reading Municipal Light Department
Electric Cost of Service/Unbundling Study
Forecasted Operation and Maintenance Expenses
Forecasted Year Ending June 30th, 2011

Adjustmants
Budgeted Suballocate Adj
Account Expenses FY11 Suballocate Suballocate Ad) 1 1 Forecast FY11
General Piant
Land & Land Rights $ - $ - $ - $ - $ B
Structures and Improvements 219,884 - - - 219,884
Structures & Improvements (new) - - - - -
Office Furniture & Equipment 194,903 - - - 194,903
Computer (hardware, software, labor) - - - - -
Transportation Equip. 123,727 - - - 123,727
Stores Equip. 3,161 - - - 3,161
Tools, Shop & Garage 15,173 - - - 15,173
Laboratory Equipment 10,142 - - - 10,142
Power Operated Equipment - - - - -
Communication Equipment 68,719 - - - 68,719
Misc. Equipment ) 3,392 - - - 3,392
Training Equipment - - - - -
Total General Plant § 639,101 § - $ - $ - $ 639,101
Total Depreciation $ 3.466,217 § (0) - 3 - 3 3,466,217
Other
Customer Deposit interest Expense $ 12,000 § - $ . $ - $ 12,000
Bond Interest Expense - . - - - -
Amortization Expense - - - - -
Other Deductions (incl. RO!) 2,225,000 . - - 2,225,000
Town Payments . o 1,320,000 - - - 1,320,000
Purchased Power Adjustment ' = . - - = -
Debt Retirement - - - - -
Not Used . - - - - -
Not Used . - - - - =
Total Other $ 3,557,000 § - $ - $ - $ 3,557,000
‘Total Expense § 44,578,683
Less: Other Revenuss
Forfeited Discounts $ (870,359) § - $ - 3 - $ (870,359)
P.LL.O.T Customer - - - - -
Fuel Reimbursements - - - - -
Generating Credits - - - - -
Transmission Wheeling - - - - -
Rent . . - - - - -
MMWEC Refund (384,497) - - - (384,497)
Other Electric Revenues ) (120,000) - - - (120,000)
interest income (450,000) - - - (450,000)
Total Other Revenues § {1,824,856) $ - $ - 5 - $ (1.824,856)
Total Revenue Requirement (Excluding ROR) ] 43,392,928 $ 0 § - $ - $ 43,392,928
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