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Dear Secretary Bentley and Mr. Howatt:

Enclosed for filing with the Commission is Delmarva Power & Light Company’s
(Delmarva or the Company) policy filing entitled: “Proposed Forward Looking Rate Plan of
Delmarva Power & Light Company.” The proposed Forward Looking Rate Plan (or “FLRP™)
arises out of the obligation of the parties as set forth in the Settlement of Delmarva’s last electric
base rate case (Docket No. 11-528), which was approved by the Commission in Order No. 8265
{the “11-528 Settlement™). The pertinent portion of the 11-528 Settlement provides that
Delmarva, Commission Staff (“Staff”) and the Division of the Public Advocate (“Public
Advocate™) agree “to meet and discuss several issues outside the confines of {a] rate proceeding
in the hopes of resolving each of them.” Those issues include:

1) the establishment of metrics to help customers understand bow investment in
' Delmiarva’s plant ifi ervice benefits them in a quantifiable manner, and
2) alternative regulatory methodologies which would include, but not be limited to,
multi-year rate plans.
Tmmediately following the 11-528 Settlement, Delmarva began working in earest on the

development of an alternative regulatory methodology that would accomplish both of the issues
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addressed above. Delmarva, Staff, and the Public Advocate began meeting informally and
discussing the general design concepts of a plan. These discussions spanned several months and
included a number of potential components of the Forward Looking Rate Plan, including but not -
limited to: customer and Company impacts, potential terms and conditious, levels of spending
for capital and operations and maintenance {or O&M) costs, and the development of more
stringent minimum reliability performance standards. While the FLRP is a Delmarva proposal, it
incorporates issues of importance to Staff and the Public Advocate, mary of which were
developed during these meetings. :

The FLRP presents a change from the traditional rate making process used for many
years. Unlike the traditional rate making process, where the Commission looks at a past “test
yeat” in an effort to sef rates that will reflect a utility’s cost during a future rate effective period,
the FLRP aligns rates with the costs actually being incurred to provide service. This alignment is
achieved by estimating the amount that Delmarva will spend on capital and O&M for each of the
future four years that FLRP rates will be in effect. Rates are established based upon the amount
of spending determined to be appropriate for those four future years. As explained below, this
change will provide significant benefits to customers, the Company, and the State. A number of
events have led Delmarva to the conclusiomthat now is the time to consider the benefits of a
ulti-year or “forward looking” rate plan, including:

e Customer research has established that the primary issue of importance to
Delmarva’s customers, both business and residential, is the reliability of cleetric

‘service;

o The increased frequency and severity of storms over the last decade, coupled with
the damage to the regional grid and economic impact caused by these storms, has

- resulted in a pational recognition of the critical need to make the system less
vulnerable to weather-related outages and reduce the time it takes to restore power

after an outage ocours.

e The digital/electronic tequirements of individuals, business, government,
communication systems, healthcare and emergency services have developed to
the point where the level of rcliability required is now greater than in the past.
There has been broad recognition among respected independent professional
organizations, federal and local government agencies, businesses, first responders
and Homeland Security officials of the critical need fo increase the reliability of

the electric grid.

e The slow economy’s impact on load growih, combined with increased capital
investment in infrastructure driven by increased customer expectations and needs
around reliability, have had the effect of increasing the frequency of distribution
rate increase requests by the Company,
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+ Numerous stakeholders have expressed concerns over the frequency and cost.of
rate increase filings that ultimately get passed on to consumers and the ability of
- consumers to manage unpredictable rate increases in the current economy;

s Inits currently pending base rate case, Delmarva testified that in order to address
the reliability and system maintenance needs, Delmarva plans to invest $397
million in capital into its system from 2013 through 2017. Staff filed a petition,
which led to the opening of the Reliability Docket (Docket No. 13-152) regarding
the Company’s level of planned investments in réliability and the rate impact
those investments may have upon Delmarva’s customers.

e Staff has consistently expressed ifs concern that Delmarva’s customers be able to
understand the benefits they receive from increased investments in the reliability .
of the system.

The proposed FLRP is a multiyear rate plan carefully designed to address all of these
issues. This filing will demonsirate that the proposed FLRP balances the needs and concerns of
customers, the Company, the Commission and the State while achieving the following:

1. Providing Delmarva with the ability to develop a more reliable eleciric
distribution system that meets the needs and expectations of Delmarva’s
customers and the State of Delaware. :

2. Providing more stringent mandatory minimum reliability performance standards
that are backed by bill credits to customers if the reliability standards are not met

by Delmarva.

3. Providing known, reasonable and manageable distribution rates over a four year
period, while reducing the regulatory costs to our customers caused by multiple
annuat filings. :

4. Providing customers with rate predictability not available under the traditional
rate making process by establishing what rates will be each year for a future four
year rate effective period.

Set forth below are the customer distribution rate impacts of the proposed FLRP. As the
attached testimony describes in detail, these rates would include not only the reliability capital
investments through 2017, but also the additional non-reliability capital costs, as well as the
operations and maintenance expenses needed to maintain and enhance the distribution system

through year 2017.
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Yearl Year 2 Year3 Year4d
: 1
Monthly Total Bill $ Impact $3.00 $3.85 $1.97 $0.69
- 0 -
Monthlv Tptal Bl % Impact 223% 2.80% 139% | 0.48%
Authorized Return on Equity 5.75% 9.75% 9.75% | 9.75%
(ROE)
Estimated FLRP Earned ROE 7.41% 8.80% ' 9.75% 9.75%

- Table 1 — Typical Residential Customer Bill Impact and Company Return

The table above illustrates that under the FLRP, the typical residential customer would
experience bill increases once per year averaging less than $2.40 per month, which equates fo an
average total bill increase of less than 1.8% per year over the four year FLRP period.> While
Delmarva recognizes that even moderate bill increases are difficult for some customers,
providing reliable and safe electric delivery service comes with costs. As experts and leaders
from across the nation and Delaware have expressed, if we do not make these critical electric
distribution system infrastructure investments now, customers will pay far higher costs later in
the form of damage to the economy, reduced household income, loss of jobs, compromised
emergency services, and a higher cost of rebuilding the system in later years. The distribution
rate impacts under the proposed Forward Looking Rate Plan (set forth in the table above), if
adopted, would achieve all of the benefits discussed above, while resulting in a manageable rate

impact on customers.

As the attached testimony provides in greatér detail, the FLRP eases the rate impact for
customers in the first fwo years as the Company earns lower than its currently authorized return,
while providing more certainty around annual revenue that will enable the Company to continue
its critical reliability investments into the system, By years three and four, the Company will
have the opportunity to earn its authorized ROE of 9.75%. In addition, in the event the proposed
FLRP is accepted, it would serve as a resolution of the currently pending base rate case (Docket
No. 13-115) and avoid the filing of another electric base rate proceeding until at least 2017. The
incremental cost of conducting an electric rate case proceeding is approximately $650,000 — a
cost that is included in customer rates. By avoiding, the cost of rate cases over the four year
" FLRP perzod an additional savmgs of approximately $2.6 million that would normally be

inicluded in rates is also avoided.

In addition to mod_erate rates, greater efficiencies and critical system infrastructure
investments that would arise out of the FLRP, Delmarva proposes that the current Regulatory
Docket 50 minimum reliability standard of SAIDI 295 be made more stringent as each year of
the FLRP progresses. By the fourth vear of the FLRP, the current Docket 50 minimum

Ko oy g Y

! For a typical residential customer of 1,000 KwH per month.

% As the testimony reviews in detail, the FLRP applies only to Delmarva Power’s distribution rates and, as such,
does not affect rates during the four year period related fo energy supply or legisiatively-mandated programs, such
as Renewable Portfolio Standards Compliance.
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reliability standard would be SAIDI 179, which is more than 35% more stringent than it is today.
In addition, Delmarva has proposed that refunds in the form of bill credits be paid to customers if
Delmarva does not meet the siricter minimum reliability standards. Adoption of stricter
mioimum reliability performance standards backed by refunds to customers is a key element of
the FLRP. This element serves to address a pivotal issue of both Staff and the Public Advocate:
that customers be able to understand that they are receiving a reliability bensfit out of the system
infrastructure investments made by Delmarva. Delmarva agrees with Staff and the Public
Advocate on the importance of that issue, and, therefore, has made it a central element of the

proposed FLRP.

The attached testimonies of wiinesses Glenn Moore, Gary Zibinski and Marlene
Santacecilia contain the details of the Forward Looking Rate Plan. The FLRP is the result of
‘months of hard work by Staff, the Public Advocate and Delmarva and is designed to provide
significant benefits to all stakeholders. Delmarva acknowledges that this filing represents the
first opportunity Staff and the Public Advocate will have to review the full details of the
proposed FLRP and we. look forward to working closely with all stakeholders to review and

examine the plan.

Respectfully Submitted,

. /]
Todd L. Goodman Gary R. $fockbridge
Associate General Counsel Regional President
Delmarva Power & Light Company Delmarva Power & Light Company
enclosures
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Delmarva (GAM)
DELMARVA POWER & LIGHT COMPANY :
BEFORE THE
DELAWARE PUBLIC SERVICE COMMISSION
DIRECT TESTIMONY OF GLENN A. MOORE
DOCKET NO. 13-
Please state your name and position.

My name is Glenn A. Moore. | am Regional Vice President for Delmarva
Power’s (Dehnarva or the Company) New Castle Region.

What are yoﬁr responsibilitiés in your role as Regional | Vice President for
Delmarva Power?

1 am responsible for external relations in Delmarva’s New-Casﬂe Delaware
Region and Delmarva’s participation in the communities it serves. My
responsibilities also include éstablishing and maintaining strong ties with our state
and local communities, including corporate philanthropy and community
involvement. [ am a liaison within the Company on bekalf of the cuétomers and
coﬁnnunities that Delmarva serves and am accountable to ses that Delmarva meets its
obligations in the New Castle region.

Please state your educational background and professional experience.

I hold a Bachelor of Science (1983) and a Masters Degree (1992) in
Economics, both from the University of Delaware. [ have worked for Delmarva for
over 28 years. [ started my career at the Company in Corporate Plénning, where I
was respoﬁsible for load and energy forecasting. Other positions include: Anaiyst in
Gas Buginess, Sypervisor of Benefits, HR Strategic Partner in the former Conectiv

competitive businesses, Vice President of Operations in Conectiv Communications,
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and Customer Advocate. I became Vice President of the Delmarva Power Region in
2006.
What is the purpose of your Direct Testimony?

The purpose of my Direct Testimony is to: (1} explain why the Company has
made this filing, (2) explain the history of the Forward Looking Rate Plan (FLRF or
the Plan), (3) explain general principles included in the design of the. FLRP based on
ouireach to stakeholders, (4) explain at a high le\;eI the concept of the FLRP and its
components, (5) provide a comparison between the traditional ratemaking process
and the FLRP process, (6) provide a description of the benefits and customer impact
of the FLRP, (7) explain how the FLRP relates to the Delaware Public Service'
Commission’s (the Commission) investigation in PSC Docket No. 13-152 (the .
Reliability Docket), (3) profide an overview of the development of the inputs to The
Regulatory Planning Model (the Model) at the foundation of the FLRP, (9) explain

what general rules would be needed to administer the FLRP, and (10) introduce the

other Company Witnesses.

Why has the Company made this filing?

The FLRP presents a change from the traditional rate making process used for
many years. As explained below, this change would provide significant benefits to
customers. A number of events have led the Company to the conclusion that now is
the time to consider the benefits of a multi-year ot “forward looking” rate plan,
including: .

e As part of the Commission’s approved seitlement (the Settlement) iz the

Company’s last electric base rate case (PSC Docket No. 11-528), the Staff of



10

11

12

13

14

15

16

17

18

19

20

22

23

Witness Moere

‘the Public Service Commission (Staff), the Division of the Public Advocate

(Public Advocate) and the Company agreed to “discuss alternative regulatory
methodologies, including a multi-year rate plan,” recognizing that times were
changing and other options should be considered; |

Customer research has established that the primary concern of Delmarva’s
customers, both business and residential, ig the reliability of the electric
service grid;

The increased frequency and severity of storms over the last decade, coupled
with dmage to the regional grid and the ecénomic impact caused by these
storms, has resulted in a national recognition of the critiéal need to make the
system less vulnerable to weather-related outages and to reduce the time it
takes to restore power after an outage oceurs;

The greater r@lianée of individuals, businesses, governments, healthcare and
emergency services on electricity has developed to the point where the Ieye}
of reliability ;equired by customers is now greater;

The slow economy’s impact on customer growth, combined with increased

capital investment in infrastructure driven by increased customer expectations

around reliability, have had the effect of increasing the frequency of
distribution rate increase requests by the Company;

Numerous stakeholders have expressed concerns over the frequency and cost
of annual rate increase filings that ultimately get passed on to consumers, and

the ability of consumers to manage unpredictable rate increases in the current

£CONOMY;
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The Staff filed a petition which led to the opening of the Reiiability Docket
regarding the Company s level of planned investments in rehablhty,

In connection with the Settlement, Staff, Delinarva and the Public Advocate;
agreed to discuss alternative regulatory ‘methodologies that would include, but
not be limited to, multi-year rate plans; and

Staff has consistently expressed its concern that Delmarva’s customers be-able
to understand the benefits t.hey receive from increased investments in the

reliability of the electric system.

This filing will demonstrate that the FLRP balances the needs and concerns of

customers, the Company, the Commission and the State while doing the following:

Providing Delmarva with the ability to develop a more reliable electric
distribution systeni that meeis the needs and expectations of Delmarva’s
custorners and the State of Delaware. |

Providing more stringent mandatory minimum reliability performance
standards fhat are backed by bill credits to customers if the reliability
standards are not met by Delmarvé.

Providing known, reasonable and manageable déstribution rates over a four
year period by reducing filing costs and developing rates projected to provide
Delmarva with a reduced earned return in the first two years of the four year
rate effeptive period, apd'then adjusting the rate of return for the next two
years to provide the Company with the oppvﬁmlity to earn its curremtly

authorized return on equity (ROE) as established in PSC Docket No. 11-528.
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4. Providing customers with rate predictability not available under the traditional
. rate making process _by establishing what ‘rates will be each year for a future
four year rate effective period.
What is the history of discuséions to date on the FLRP Concept?

In the Secttlement (PSC Docket No. 11-528), the parties agreed to mesf and
discuss (1) “alternative regulatory methodologics, including a multi-year rate plan”
and (2) “the establishment of meirics related to reliability investmenis so that
customers are aware of how nvestment in Delmatva’s plant in service'beneﬁté tlie:'m
in a quantifiable manner.” Therefore, the Company, Staff, and the Public Advocate
began meeting informally and discussing the general design concepts of a FLRP.
These discussions spanned several months and iﬁcluded a number of. potentialr
components of the Plan, including but not limited to: .customer and Company
impacts, potential terms and conditions, levels of spending for capital and Operation
aﬁd Maintenance (O&M) costs, and the concept of more stringent minimum
reliability performance standards.

In April 2013, at the request of Staff, the Commission opened the
Reliability Docket in order to 1061{ more speciﬁdally at (1) the future levels of
reliability capital investments, (2) minimum re}iiability service levels, and (3) the
irmpact of reliability investments on rates. Becausc these three issues are addressed in
the propose{i FLRP and given the procedm‘al schedule of the current base rate case in
PSC Docket No. 13-115 (the 2013 Base Raie Case) and the Rchabzhty Dccket the

Company believes that now is the optimal time to consider adopting the FLRP.
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In seeking input from the Public Advecate, the Staﬁ, and other stakehelders,
what general principles were found to be important to inclade in the FLRP?

I believe that all stakeholders agree that two general principles must be
included in the design of a FLRP. First Principle: A plan with stable, reasonable rate
impacts to customers that reco gnize the current economic conditions.

The focus of this principle is to determine a revenue increase thaf vﬁll allow
the Company to continue making its planned capital investments, while at the same
Hme: (1) lo.Wering and stabilizing the annual cost increase to Delmarva’s customers
and (2) providing the Company with the opportunity to achieve its currently
authorized ROE of 9.75% wiﬂlin three years. The FLRP consists of a proposed
increase in electric delivery revenue in the amount of $56.3 million over four years,
which resulis in the following four year total bill impacts, primarily driven by the

associated Company return each year:

Year 2014 Year 2015 | Year 2016 | Year 2017

Monthly Total Bili § '

' Tmpact ' $3.00 $3.85 $1.97 $0.69
Monthly Total Bill %
Impact 2.23% 2.80% 1.39% 0.48%
Authorized ROB 9.75% 9.75% 0.75% 9.75%
Estimated FLRP Earmned

ROE 7.41% 8.80% 9.75% 9.75%

Table 1 — Typical Residential Castomer Bill Impact and Company Return

Qecond Princinle: Adopting more stringsnt reliability performance standards

which incorporate consequences for not meeting those standards.

* For a typical residential customer using 1,000 KwH per month.
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The second principle includes making the current Docket 50 mintmm
reliability performance standards more stringent as the FLRP period progresses and
providing for bill credits to Delmarva’s cusfomers if those more stringent reliability
perforrﬁance standards are not achieved. This principle assures that customers will
regii;e the benefits associated with the levels of reliability capital investments and
system maintenance embedded in the FLRP.

In addition, the Plan establisﬁes the future targeted level of capital and O&M
investrﬁents before the Company actually makes those investments. This is
significantly different than the curent rate making process, whereby the Commission
primarily reviews Delmarva’s expenditures only after they are incurred, Accordingly,
the proposed FLRP provides the Commission with the ability to review, regulate and
establish rates based upon Delmarva’s current and future cai)ital investment plans. |
Can you provide an overview of how the FLRP was developed?

- The FLRP fepresents a balance between thé needs of the customer and the
needs of the Company, while allowing custorers (o realize benefits over the
traditional rate case précesé. The two key components of the Plan, closely tied
together, are (1) the forward looking Model and (2) the overall balancing of needs
between the customer and the Company through the seiting of the inputs to the

Model. These two components, combined with many comments received from

stakeholders, resulted in a plan designed to create a new way of seiting rates for

Delmarva Delaware that is more reflective of today’s needs.

The first component of the Plan is the Model which determines projected

customer financial impacts based on fundamental inputs around capital investments,
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more favorable working enviromment for the Company. Delmarva conducts
extensive customer surveys to determine what its customers want and need. These

surveys have consistently shown that the three most important factors to our

' custorners are, in order of importance: (1) reliability, (2) customer service, and (3)

reasonable rates. The FLRP with ﬁs improved minimum reliability performance
standards and rate predictability, was specifically developed to enable Delmarva to
provide qustomers what they have consisteﬁtly told us they want.

The second benefit the Company will obtain is a more predictable revenue
stream. Even though the FLRP calculates rates to achieve an ROE in the first two
years that is below the currently authorized ROE of 9.75‘_’/0, removing the
ﬁnpredictable nature of future filings over a span ofl four years is expected fo be
viewed favorably by the investment community.

The final benefit is that Delmarva believes that the Plan creatés a clear path
toward an opportunity for Delmarva fo cam its authorized ROE and eliminate
regulatory lag in the process. Regulatory lag has been a challenging issue in the
utility industry and ome that greatly concéms the credit analysts in the industry. 1
described §ar1ier‘ in my testimony why the reduction of regulatory lag provides
significant benefits to both utilities and customers.

Can you explain the customer benefits of this rate _plﬁn?

Customers would see three pnmary beﬂeﬁts under the FLRP. The first is
reasonable and known distribution rates for the next four years. A crltlmsm of_
traditional regulation from a customer perspective is that rates are not predictable for

any length of time, making budgeting difficult for both residential and commercial

27
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customers. In contrast, the FLRP provides for known rates for a period of four years
into the future. While knowing what utility rates will be is beneficial to residential
customers, it is particularly advauatageous io commercial customers, as it facilitates
betier budgeting and planning.

The second benefit for customers is the improved minimum level of reliability
to which the Company has committed. The Company agrees to the establishment of
more stringent minimum reliability standards: a SAIDI that is 35% more stringent
than the current Docket 50 minimum performance standard in year one, and become-s
more stringent in each of the three subsequentr yearé o_f the four year FLRP rafe
effective period. The specific SAIDI targets were shown earlier in my testimony.
The Company also agrees to customer bill credits associated with performance that
falls outside of a range around a reliability performance target going forward, as
discussed below. The Staff has made it clear that Delmaﬁa’s customers need to see

quantifiable benefits from the investments Delmarva is making to maintain and

" enhance the reliability of its system. Delmarva agrees with Staff and as such,

developed the FLRP with these more sﬁingent minimum mandatory reﬁ-ability
requirements, backed by bill credits to customers if Delmarva fails to meet the stricter
reliability standards.

A third benefit is that the overall cost of the regulatory process is reduced

under the FLRP. The incremental cost of coﬁducting an electric rate case proceeding

. is approximately $650,000. Accordingly, a rate case conducted every year over a

four year period would total approximately $2 6 million. That $2.6 million is a cost

that is included in rates paid by customers. Because the FLRP would set rates for a

28
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period of four years, the savings to customers in avoided regulatory costs alone would
be significant. That regulatory cost savings is one more factor that leads to lower.
rates under the FLRP.

Can you discnss other benefits besides these seen by the customer and the
Company?

“Yes. The investment Delmarva is commitfing to maké over the next four
y'ears. has the potential to create additional jobs in the State, directly and indirectly. In
capital alone, the Company will be spending $356 million oézer the next four years.

In addition, the Company. believes that the §redictability of future rates is a
driver toward economic development. A nex'vv business looking to move to Delaware
has a clear idea of the costs of future deli\:fery rates for the next four éaiendar years.

As I mentioned earlier in this testimony, adoption of the FLRP will enable
Delmarva to know what the acceptable level of system invesﬁnent will be over the
next four years — providing the Company wifh the ability to develop a more felia‘b_lé
electtic distribution system that meets the needs and expectations of Delmarva’s
customers, the State of Delaware and the nation. An incr-easinglyr reliable electric
grid is essential to meeting thé rapidly-evolving needs of an increasingly digital
society. The incréa_.sed reliance of individﬁals, businesses, governments, healthcare
and emergency services on electricity has developed to the point whf_:re th-e-ievel of
reliability that may have béep acceptable even a few years ago is no longer suitable.
Itis reasoﬁable to expect thét oﬁr societyﬂwill_ 6ontinue to become #10re réliant upon
the reliability of the electrical grid as an essential part of their daily lives. Ouiages

that may have been considered more of an inconvenience only a few years ago can

29



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q29,

A29,

Witness Moore

gtifle commerce almost entirely. Today, when the power is out, computers do not
work, communications systems fail, orders do not get taken, stores close, wages are
lost, and production shuts down.

At the same time that outages in general have become more problematic to
customers, the region is facing storms of increasing strength and frequency. As the
U.S. Department of Energy has reported, eight of the largest ten burricanes have
occurred over the past decade. In the last few years alone, Hurricanes Isabel, Sandy
and the 2012 Derecho have made clear that the region is facing more frequent and
violent storms that have destroyed essential componenis of the energy infrastructure
along the coastal states and have caused enormous economic losses. As storms
increase in frequency and intensity, the ability of the Company’s electric
infrastructure to withstand storms and to restore electricity quickly when disruptions
oceur will become even more important. Fortunately for belawareans, the 2012
Derecho and Hurricane Sandy largely spared Delaware, at least compared to the
damage suffered by nearby states. For instance, Maryland and New Jersey were
battered by the Derecho and parts of New Jersey and New York were devastated by
Hurricane Sandy. Delmarva should not wait until Delaware gets impacted by storms
the way our neighboring states did before the Company acts to strengthen its system.
Can you explain the relationship between the Reliability Docket and the FLRP
filing?

| The Company sees a close relaﬁonsMp between th.e FLRP and the ongoing
Reliability Docket. The Reliability Docket is designed to examine (1) what the right

level of infrastructure investment going forward should be, and (2) what the rate
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impact of the future capital budget described in the Company’s 2013 Base Rate Case
will have on Delmarva’s customers. The Company envisions the FLRP as a solution
to those two questions that lays out specific levels of investments, coupled with
minimum standards for improved reliability performance, and a specific rate impact
for not only inﬁasﬁﬁcture investments but all capital and O&M investments of the
Corpany over ar four year period. There are, however, some specific differences
between the two discussed below.

The Reliability Docket is focused on very specific compohents of the
Company’s overall capital expenditures (infrastucture investments) over the five
year period from January 1, 2012 to December 31, 2017. The Reliability Docket does
not include general capital expenditures such as information technology investments
(other corﬁponeqts), nor were O&M expenditures included. The FLRP includes all
capital and O&M expenditures by the Company over a four year period between
October 1, 2013 and September 30, 2017.

The general concerns around appropriate levels of infrastructure spending,
customer feedback, the impacts on the bill of various levels of investments, and the
implications of over or under investing in the infrastructure are themes that are
consistent between the FLRP and the Reliability Docket. The Company sees the
FLRP as directly responsive to many, if not all, of the issues raised in tile Reliability
Dookét to date.

The Coméény made several key pﬁints in the first of three puﬁlic meeting

presentations in the Reliability Docket that point to the FLRP as a sound path

forward. These include:
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o Customer needs, changing weather patterns, aging infrastructure, and technology
advances are driving higher levels of infrastructure investment than in the past;

e The Company has begun to act on these needs by stepping up investments and
proposes to contiﬁue with these investmenis over the next several years;

s Other reports referenced in the presentation indicate there is a significant poiential

cost t6 the community for inaction on reliability infrastructure investments;

‘s Although the Company has made significant advances on its key reliability

measure (SAIDI), Delmarva still ranks in the third qﬁartile as compared to other
utilities in industry benchmarks, signifying the continued need to improve its
iﬁfgastructm’e; and

e The impact for all capital and O&M réquirements over the next four years (when
looking at the FLRP ﬁling) rﬁaintain a total overall bill impact of less than 2% per
year for the tjfpical residential customer. Although any impact is important to the
Company’s customers, this is a reasonable impact compared to the potential cost
to the community of not investing in infrastructure.

In sumrnary, the FLRP provides a sound path forward regarding the issues raised in

the Reliability Docket proceedings.

Can you introduce each of the Company witnesses and briefly explain the

purpose of their testimony?

Company Witness Gary M. Zibinski describes the Model and explains how it
was used to develop the FLRP.
Company Witness Marlene C. Santacecilia provides the rate design supporting

the Company's proposed increase in electric delivery revenue in the amount of $56.3
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million over four years. The proposed rate design incorporates the results from the

FLRP.
Q31. Does this conclude your Direct Testimony?

A3l Yes, it does.
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DELMARVA POWER & LIGHT COMPANY
BEFORE THE
DELAWARE PUBLIC SERVICE COMMISSION
DIRECT TESTIMONY OF GARY M. ZIBINSKI
POCKET NO. 13-
Please state your name and pesition.
My name is Gary M. Zibinski. Iam a Manager of Regulatory Planning in the

Regulatory Affairs Department of Pepco Holdings Inc. (PHI). I am testifying on
behalf of Delmarva Power & Light Company (Dclmarvét or the Company).

‘What is your educational background?

1 hold Bachelor of Science degrees in Finance and in Accounting from Drexel
University. 1 also hold a Master of Science -degree in Finance from Drexel
University.

Please describe and summarize your employment experience in the utility
industry.

1 began my career with Associated Utility Sexvices, Inc. as a Financial Analyst
in 1978. 1 joined Delmarva in 1988. Since then, I have held numerous positions
including Manager- Financial Analysis and Budgets and Manager-Strategic Planning.
In 2005, I joined the Regulatory Affairs department as a Manager-Regulatory
Planning and Finance. In this position, I am responsible for supporting regulatory
planning activities and projects and supporting the calculations of utility cost of
capital and capital structure.

Have you filed testimony in any other proceedings?
Yes. I have previously presented and/or filed testimony as a witness before

the Delaware Public Service Commission, the New Jersey Board of Public Utilities,



