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PPL Electric Utilities Corporation
Transmission Formula Rate Variance Report
(Comparison of 2024 Annual Update to 2023 Annual Update)
Explanatory Statement

The following are explanations of changes in the major categories reflected in the
Transmission Formula Rate Variance Report:

Plant Calculation Variance

PPL Electric’s Total Plant (Line 25) increased by $455.3 million, which is due to several
factors including an increase in transmission plant additions, retirements, and transfers
(Line 15); and a decrease in General & Intangible Plant (Line 23). The Net Plant (Line
33) increased by $384.9 million and is the net result of an increase in Total Plant, as
described above, and an associated increase in Depreciation (Line 32).

Adjustments to Rate Base

The Total Adjustments to the Rate Base (Line 45) decreased by $99.5 million. The
decrease is the net effect of changes in Accumulated Deferred Income Taxes (ADIT),
Construction Work In Progress (CWIP), Prepayments, Materials and Supplies, and Cash
Working Capital.

ADIT (Line 34) increased by $77.7 million (reduction in rate base). The increase in the
ADIT is largely attributable to the increase in ACRS/MACRS Transmission Property
related to the increases in transmission plant additions over the past 20 years.

Prepayments (Line 36) decreased $0.2 million.

Materials and Supplies (Line 41) decreased $20.9 million due to reporting transmission
Materials & Supplies expenses on Page 227, Line 5 instead of Page 227, Line 8 of the
FERC Form 1.

Cash Working Capital (Line 44) decreased $0.7 million since it is based on Total
Transmission Operation and Maintenance Expense, which also decreased (Line 70).

Rate Base

The Rate Base (Line 46) increased by $285.4 million. The increase is the net result of
the changes to the Net Plant (Line 33) and the changes to the Rate Base Adjustments
(Line 45) as described above.
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Operation and Maintenance Expense

Operation and Maintenance Expense (Line 70) decreased by $5.7 million primarily due
to a $3.0 million decrease to Transmission Operation and Maintenance Expense (Line
50) and a $2.5 million decrease to Administrative and General Expense (Line 61) from a
lower Wage and Salary Allocator (Line 60).

Depreciation and Amortization Expense
Depreciation and Amortization Expense (Line 77) decreased $0.8 million.

Taxes Other Than Income
Taxes Other Than Income (Line 79) did not change by a material amount.

Investment Return

Investment Return (Line 107) increased by $27.3 million. The increase in the investment
return on capital is largely attributable to the increase in Rate Base (Line 46), as
described above, and a higher weighted average cost of capital mostly due to higher
debt costs (Line 100). The Common Cost (Line 102) increased by 1 basis point.

Total Income Taxes

Total Income Taxes (Line 116) increased $4.0 million. The increase is the result of
changes to the Investment Return (Line 107), as described above, partially offset by a
lower state income tax rate (Line 109) and lower income tax adjustments (Line 114b).

Revenue Requirement

The Annual Gross Revenue Requirement (Line 125) increased by $24.7 million and the
Annual Net Revenue Requirement (Line 133) increased by $33.2 million. The increases
to both are primarily due to increases in the Investment Return and Income Taxes due to
higher Rate Base (Line 46), partially offset by lower Operations and Maintenance
Expense. The Net Zonal Revenue Requirement (Line 148) increased by $23.8 million,
which is a function of the Annual Net Revenue Requirement and a decrease in the
Annual True-up amount (Line 146) of $9.5 million.

Network Service Rate

The Network Service Rate (Line 151) decreased by $8,716 per megawatt per year. The
decrease in the network rate is directly related to an increase to the Net Zonal Revenue
Requirement (Line 148), as described above, and a lower CP Peak of 405.9 MW.




