Gas
Testimony of
Jay C. Ziminksy



10

11

12

13

14

15

16

17

18

19

20

Q1.

Al.

Q2.

A2.

Q3.

A3.

Delmarva (JCZ)
DELMARVA POWER & LIGHT COMPANY
BEFORE THE
DELAWARE PUBLIC SERVICE COMMISSION
GAS DIRECT TESTIMONY OF JAY C. ZIMINSKY
DOCKETNO.
Please state your name and position.

My name is Jay C. Ziminsky. I am Director, Regulatory Strategy & Revenue
Policy, in the Regulatory Affairs Department of Pepco Holdings (PH). I am testifying
on behalf of Delmarva Power & Light Company (Delmarva Power or the Company).
What are your responsibilities in your role as Director of Regulatory Strategy &
Revenue Policy?

I am responsible for the coordination of revenue requirement, cost allocation,
and rate determinations in Delaware, Maryland, New Jersey, and the District of
Columbia. In addition, I am responsible for coordinating and supporting regulatory
strategy, revenue policy, and various other regulatory compliance matters.

Please state your educational background and professional experience.

I received a Bachelor of Science Degree in Business Administration with a
concentration in Accounting from Drexel University in 1988 and a Masters in
Business Administration, with a concentration in Finance, from the University of
Delaware in 1996. I earned my Certified Public Accountant certification in the State
of Pennsylvania in 1988.

In 1988, 1 joined Price Waterhouse as a Tax Associate. In 1991, I joined
Delmarva as a Staff Accountant in the General Accounting section of the Controller’s

Department. In 1994, 1 joined the Management Information Process Redesign team

as a Senior Accountant. In 1995, I joined the Conectiv Enterprises Business &
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Financial Management team as a Senior Financial Analyst. In 1996, I was promoted
to Finance & Accounting Manager of Conectiv Communications, where I was later
promoted to Finance & Accounting Director (in 1999) and Vice President — Finance
(in 2000). In 2002, 1 joined the PH Treasury Department as Finance Manager. In
2006, I joined the PH Regulatory Department and was later promoted to Manager of
Revenue Requirements in October 2008, where my responsibilities included the
coordination of revenue requirement determinations in New Jersey, Delaware and
Maryland as well as coordinating various other regulatory compliance matters. With
the consummation of the merger between Pepco Holdings, Inc and Exelon, I was
promoted to my current position in April 2016.

What is the purpose of your Direct Testimony?

The purpose of my Direct Testimony is to present and explain the basis for the
development of the Company’s Delaware gas distribution-related revenue
requirement request. My testimony will present the separation of Delaware system
gas costs into a distribution component. I also provide the per book Earnings and Rate
Base for use in this filing along with the quantification and support of certain
adjustments. I summarize the adjustments being proposed by all the witnesses as well
as the revenue requirement request of the Company. I sponsor certain adjustments
which are both described in my testimony and have supporting detail that can be
found in Schedules (JCZ) 4 — 27, which accompany this filing. I am also sponsoring
certain Minimum Filing Requirements (MFR). This testimony and the schedules,

workpapers, and the MFR were prepared under my direction or supervision. The
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personal knowledge and experience.

What MFR are you sponsoring?

Witness Ziminsky

source documents for my testimony are Company records, public documents, and my

Filing Requirements

I am sponsoring the following filing requirements for Gas:

Schedule A

Schedule C

Schedule 1

Schedule 2

Schedule 2A

Schedule 2B

Schedule 2C

Schedule 2D

Schedule 2E

Schedule 2F

Schedule 3

Schedule 3A, Page 1

Schedule 3B

Schedule 3C

Schedule 3D

Schedule 3E

Schedule 3F

Period Definitions

Elements of the Increase & Items that
Depart from Last Decision

Financial Summary

Rate Base Summary

Used and Useful Utility Plant
Intangible Assets

Accumulated Depreciation & Amortization,
and Customer Advances

Accumulated Deferred Income Taxes &
Investment Tax Credit

Materials and Supplies

Other Elements of Property and CWIP
Summary of Net Operating Income
Revenues

Operating Expenses

Payroll Costs

Executive Compensation

Sales Promotion and Advertising

Contributions
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Schedule 3G Association Dues

Schedule 3H Rate Case Expense

Schedule 31 Income Taxes and Provistons

Schedule 3J Federal and State Income Taxes
Schedule 3K Deferred Federal and State Income Taxes
Schedule 3L Investment Tax Credit

Schedule 3M Other Taxes

Schedule 30 Other Income

Schedule 5 Revenue Conversion Factor

What are the test year and the test period presented in this filing?

The test year, which is used for cost allocation purposes, and the test period,
which is used for the overall revenue requirement development, is the actual twelve
months data ending December 2015.

Is this an appropriate test period?

Yes. In the absence of the use of a fully forecasted test period, a test period
with ratemaking adjustments represents a reasonable time period from which rates
can be established for the rate effective period. For this filing, the rate effective period
represents the period from January 2017 through December 2017. With the
adjustments presented in this filing, this time period provides a matching of revenues,
expenses and rate base consistent with Commission regulations and, in the absence of
a fully forecasted test period, represents a reasonable basis for establishing the

Company’s revenue requirements for the rate effective period.
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Have you prepared schedules that summarize the Company’s rate increase?

Yes. Schedule (JCZ)-1 presents the system gas and Delaware gas distribution
unadjusted rate base and earnings. Schedule (JCZ)-2, Page 1 shows the fully adjusted
Delaware gas distribution rate of return of only 3.73%, which translates to a return on
equity of only 3.60% for the test period ending December 2015. Also listed on (JCZ)-
2, Page 1 is the witness that discusses each adjustment.

Schedule (JCZ)-2, Page 2 provides the calculation of the increase in Delaware
gas distribution revenues necessary to earn the 7.19% rate of return supported by the
Direct Testimony of Company Witness McGowan. These schedules support an
increase of $21,475,979. The impact of these proposed revenue increases on gas
customer rates is discussed in the Direct Testimony of Company Witness
Santacecilia. Schedule (JCZ)-3 presents the total gas system and Delaware gas
distribution cash working capital. Schedules (JCZ)-4 through (JCZ)-27 present the
proposed gas ratemaking adjustments in this filing.

Please describe the development of the gas per books rate base and earnings.

The rate base for the test year and test period is comprised of average balances
and is summarized on Schedule (JCZ)-1. Earnings for the test year and test period are
also summarized on Schedule (JCZ)-1.

The source of the data for the test year and test period consists of the
Company’s actual books and records provided. The forecasted data has been similarly
assembled and organized to provide the monthly data for the parties in this
proceeding. Detail for the test year and test period can be found in the workpapers

contained in Book 1 that accompanies the Company’s Application.
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Earnings include Operating Revenues less Operating Expense and Interest on
Customer Deposits, as shown on Schedule (JCZ)-1. A number of pre-cost study
adjustments have been made to the books to allow the resulting cost of service returns
by class to be representative for distribution rate design purposes. As discussed in
Company Witness Santacecilia’s Direct Testimony, the basis for designing rates is the
class returns resulting from the cost of service. The pre-cost study earnings
adjustments are detailed in the workpapers contained in Book 1.

Have pre-cost study adjustments been made to the per books rate base and
earnings for purposes of calculating those items on a distribution basis?

Yes. The following pre-cost study adjustments are supported by Company
Witness Santacecilia:

e Removal of the effect of the Environmental Fund Rate Revenues;
e Maximum Daily Quantity (MDQ) Annualization Adjustment;
e Weather Normalization Adjustment;
¢ Removal of the effects of Utility Tax;
e Bill Fr?quency Adjustment;
e Large Volume Gas Sales Service (LVG) Adjustment;
e Balancing Volume Adjustment;
e Removal of the effect of Gas Cost Recovery Fuel Revenues
e Annualized Billing System Miscellaneous Adjustment; and
I support the following pre-cost adjustments:
e Removal of Construction Work in Progress (CWIP);

e Removal of Environmental Fund Rate Expenses;
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o Removal of the effect of Gas Cost Recovery Fuel Expenses;
e Removal of the effect of Unbilled Revenues;

e Removal of Gas Cost Rate Margin Sharing; and

e Restatement of Federal and State Deferred Income Taxes.

The per book rate base is detailed by component on Schedule (JCZ)-1.
Additions to rate base are included as they represent investment in facilities used to
serve the Company’s customers as well as investor-supplied working capital
necessary for the Company’s day-to-day operations. Certain items are deducted from
rate base as they represent funds supplied by customers (or at least not investor-
provided). Rate base includes Net Plant, Materials and Supplies and Working
Capital, less Accumulated Deferred Income Taxes, Unamortized Investment Tax
Credits, Customer Advances and Customer Deposits.

Was a lead/lag study prepared by the Company to determine the cash working
capital requirement in its current filing?

Yes. The results of the lead/lag study are reflected in Schedule (JCZ)-3. The
total per books cash working capital requirement is an increase to rate base of
$11,385,769.

What was the time period used for preparing the gas lead/lag study?
All transactions used in the preparation of the lead/lag study were from 2014

for revenues and disbursements.
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Have the factors developed in the lead/lag study been applied to the test period
results of operations?

Yes. The cash working capital lag factors were applied to the test period
results of operations.

Please summarize the Company’s overall revenue requirement.

Schedule (JCZ)-2, page 1, provides a listing of each adjustment supported by
the Company. Schedule (JCZ)-2, page 2, displays the calculation of the Company’s
revenue requirement of $21,475,979. This calculation includes the effect of all of the
pro-forma adjustments to the test period level of eamings and rate base and uses
Company Witness McGowan’s recommended rate of return of 7.19%. Schedule C of
the MFR provides detail as to the drivers of the overall revenue requirement.

Proforma Adjustments

Please list the pro forma adjustments that you are sponsoring in this proceeding.

The pro forma adjustments that I am sponsoring are as follows:

e Adjustment No. 1 — Normalize Regulatory Commission Expense;

¢ Adjustment No. 2 — Normalize Injuries and Damages Expense;

e Adjustment No. 3 — Normalize Uncollectible Expense;

e Adjustment No. 4 — Reflect price changes associated with the Company’s
Wage and Federal Insurance Contributions Act (FICA) Expense;

e Adjustment No. 5 — Reflect Proforma Benefits Expense;

e Adjustment No. 6 — Remove Executive Incentive Compensation Expense;

e Adjustment No. 7 — Remove Certain Executive Compensation Expense;

e Adjustment No. 8 — Remove Employee Association Expense;
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Adjustment No. 9 — Reflect Interface Management Unit (IMU) Battery
Replacement Expenses;

Adjustment No. 10 — Reflect Advanced Metering Infrastructure (AMI)
Regulatory Asset Residuals;

Adjustment No. 11 — Annualize September 2015 AMI Phase-In Revenue;
Adjustment No. 12 — Annualize Test Period Reliability Closings;
Adjustment No. 13 — Reflect Actual and Forecasted Reliability Plant Closings
from January 2016 through September 2016;

Adjustment No. 14 — Reflect Forecasted Reliability Plant Closings from
October 2016 through December 2016;

Adjustment No. 15 — Reflect Forecasted Reliability Plant Closings of
December 2016 Construction Work in Progress (CWIP) from January 2017
through June 2017,

Adjustment No. 16 — Reflected Forecasted Experimental Station-Related Plant
Closing;

Adjustment No. 17 — Reflect the Effect of Proposed Depreciation Rates that
Company Witness Spanos Supports;

Adjustment No. 18 — Amortize Actual Refinancing Transactions;
Adjustment No. 19 — Remove Bloom Energy Incremental Rate Base;
Adjustment No. 20 — Normalize Relocation Expense;

Adjustment No. 21 — Remove Post-1980 (ITC) Investment Tax Credit
Amortization;

Adjustment No. 22 — Recover Credit Facilities Expense;
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e Adjustment No. 23 — Proforma Pepco Holdings and Exelon merger synergies
and Amortize Costs to Achieve; and
e Adjustments No. 24 and No. 25 — Interest Synchronization and Cash Working
Capital (CWC) for the Proforma Adjustments.
Why are you making these adjustments?

These adjustments are being made to establish a level of earnings and rate
base more representative of the rate effective period as a basis for providing just and
reasonable rates. Many of these adjustments reflect previously approved ratemaking
treatment by the Commission. Other adjustments have been made to assure that the
rate effective period reflects a matching of all elements of the ratemaking formula for
reasonably known and measurable changes. Workpapers supporting each of these
adjustments are included in Book 1 of this filing.

Please describe Adjustment No. 1, which restates regulatory commission
expense.

Consistent with the treatment both approved in Docket Nos. 94-22; 03-127,
05-304, 09-414, and 13-115 as well as proposed in Docket Nos. 10-237 and 12-546,
the amount expensed in the test period was adjusted for two items. The first is to
normalize the test period level of expense using a three-year average. The second
item is to adjust the test period level of expense to reflect the cost of this filing, which
includes the costs of Staff, amortized over a three-year period. This adjustment
results in a $7,620 increase to test period earnings and is detailed on Schedule (JCZ)-

4.

10
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Please describe Adjustment No. 2, which normalizes injuries and damages
expense.

Consistent with the treatment both approved in Docket Nos. 03-127, 05-304,
09-414, and 13-115 as well as proposed in Docket Nos. 10-237 and 12-546, I am
including an adjustment to normalize Injuries and Damages Expense using a three
year period. A normalized expense level in the cost of service mitigates the year-to-
year expense volatility, which could occur and subsequently be factored into new
base rates depending on the test period used. This adjustment will result in a $25,656
increase to test period earnings and is detailed on Schedule (JCZ) -5.

Please describe Adjustment No. 3, which normalizes uncollectible expense.

Consistent with the treatment both approved in Docket Nos. 03-127, 05-304,
09-414, and 13-115 as well as proposed in Docket Nos. 10-237 and 12-546, I have
normalized the Company’s test period level of uncollectible expense using a three-
year average of this expense. By normalizing this expense, year-to-year expense
volatility is mitigated. This adjustment detailed on Schedule (JCZ)-6 and results in a
$503,063 increase to test period earnings.

Please describe Adjustment No. 4, which reflects the Company’s proposed wage
and FICA expense.

Consistent with the treatment both approved in Docket Nos. 94-22, 03-127,
05-304, 09-414, and 13-115 as well as proposed in Docket Nos. 10-237 and 12-546,
the Company’s test period wage and FICA levels of expense were adjusted for the
known price changes required to be made to be reflective of the rate effective period.

These include:

11
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e the actual wage increase of 2.50% for International Brotherhood of
Electrical Workers (IBEW) Local 1238 effective in February 2015 for 1
month,

e the actual non-union wage increase of 3.00% effective March 2015 for 2
months,

e the actual wage increase of 3.00% for IBEW Local 1238 effective in
February 2016 for 12 months,

e the actual non-union wage increase of 2.40% effective March 2016 for 12
months,

o the contractual wage increase of 3.00% for IBEW Local 1238 effective in
February 2017 for 11 months, and

e an estimated non-union wage increase of 2.40% effective March 2017 for
10 months.

These wage increases have been applied to the Company’s test period salaries
and wages to be reflective of the rate effective period, January 2017 through
December 2017. Updates to estimated information will be provided during the course
of the proceeding. This adjustment is detailed on Schedule (JCZ)-7 and reflects a
decrease of $603,036 to test period earnings.

Please describe Adjustment No. 5, which reflects price changes related to the
Company’s employee medical, dental and vision benefits program.

This adjustment recognizes the increases in employee medical, vision and

dental expenses expected in the rate effective period based on historical costs increase

trends over the past three years. This method of benefit cost adjustment is consistent

12
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with the Company’s ratemaking treatment of similar costs by the Maryland Public
Service Commission. As shown in Schedule (JCZ)-8, the adjustment reflects a
$100,480 decrease to test period earnings.

Please describe Adjustment No. 6, which removes executive incentive
compensation expense.

This adjustment removes test period level of executive incentive expense
associated with the Executive Incentive Compensation Plan (EICP) and the Long-
Term Incentive Plan (LTIP) of the top five PHI executives as well as the EICP and
LTIP expense related to financial goals for other executives. The Company believes
these expenses should be recoverable as these “compensation at risk” payments are an
important component of the Company’s total executive compensation and are likely
to continue to be so in the future. As such, although the Company is not seeking
recovery of these costs in this filing, the Company reserves the right to seek recovery
of these costs in future rate case filings. As displayed on Schedule (JCZ)-9, the
Company is increasing test period earnings by $430,846.

Please describe Adjustment No. 7, which removes certain executive
compensation.

Consistent with treatment both approved in Docket Nos. 09-414 and 13-115 as
well as proposed in Docket No. 12-546, this adjustment removes the test level period
of expense associated with certain executive compensation. These forms of
compensation are shown in Schedule (JCZ)-10. As displayed in that same schedule,

the Company is increasing test period earnings by $4,547.

13
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Please describe Adjustment No. 8, which removes employee association expense.

Consistent with treatment both approved in Docket Nos. 94-22, 03-127, 05-
304, 09-414, and 13-115 as well as proposed in Docket Nos. 10-237 and 12-546, the
amount charged to expense for support of the Employees’ Association was removed
for ratemaking purposes. This adjustment is detailed on Schedule (JCZ)-11 and
results in a $16,729 increase to test period earnings.

Please describe Adjustment No. 9, which reflects the incremental expenses
related to Gas IMU Battery Replacement.

This adjustment reflects the incremental expenses resulting from the
replacement of IMU batteries. As Company Witness Collacchi describes in his Direct
Testimony, this two-year project entails the installation of replacement IMU batteries
due to a higher-than-normal failure rate of the original batteries. The battery
manufacturer, Silver Spring Network, provided free replacement batteries; however,
the Company will pay for the installation labor. The expenses in this adjustment
represent only the incremental expenses related to the battery replacement project
with the majority of expenses forecasted to be paid to Scope Services for installation
labor. As shown on Schedule (JCZ)-12, this adjustment decreases test period earnings

by $929,183.

Q26. Please describe Adjustment No. 10, which reflects amortization of AMI regulatory

A26.

asset residual.
This adjustment addresses a residual amount related to regulatory asset
activity after the filing date of the final Gas AMI regulatory phase-in recovery filing.

The residual relates to returns accrued on Gas AMI regulatory asset balances used for

14
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the final phase-in filings until the time at which they were included in base rates.
During this transitional period, the regulatory asset accrued returns but needed a
mechanism to recover those return costs, which is being done in this filing. The
transitional period results from the Gas AMI regulatory asset having its second and
final phase-in filing’s cut-off date of April 30, 2015 and that filing’s rate effective
date of September 14, 2015. In the months between those two dates, the Gas AMI
regulatory asset still accrued a return pending its overall cost recovery that was not
included in the final phase-in filing. The total accrued returns proposed for recovery
is $523,113.

Given the nature and amounts of this residual, the Company proposes two-
year amortization of these costs. Schedule (JCZ)-13 summarizes this adjustment,
which results in a $86,747 decrease to test period operating income and a $279,396
increase to rate base.

Please describe Adjustment No. 11, which preforms the AMI September 2015
phase-in.

This adjustment reflects a full year’s revenue and amortization of the final
phase-in of the Gas AMI Regulatory Asset, which was approved for recovery and
amortization beginning in September 2015. Given that the test year reflects only three
and one half months of associated revenue and amortization, this adjustment adds an
additional eight and one half months amortization to accurately reflect the level of
amortization associated with this regulatory asset that the Company will recognize
during the rate effective period. This adjustment is shown on Schedule (JCZ)-14 and

results in a $354,412 increase to test period earnings.

15
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Please describe Adjustment No. 12, which reflects the annualization of test
period reliability plant project closings.

This adjustment annualizes the effect that were added to Plant in Service
during the test period. This adjustment reflects in plant in service the full value of
reliability projects added to plant in service and removes actual retirements from both
plant in service and accumulated depreciation. In addition, this adjustment annualizes
the associated depreciation expense. The Company has also accounted for its current
Net Operating Loss Carryforward tax position, which results in the deferred income
tax impact of this and other similar rate base adjustments being zero.

The test period annualization ratemaking treatment described above mirrors
the Commission-approved ratemaking for post-test period reliability closings, so this
adjustment ensures test period reliability plant closings are consistently treated as
post-test period reliability plant closings. The cost of producing non-incremental
revenue reliability projects that are in service (prior to the beginning of the rate
effective period) and providing value to customer should be included in cost of
service. As a result of this adjustment, cost of service reflects an appropriate matching
of benefits that customers receive to the cost of providing reliable service. As
reflected on Schedule (JCZ)-15, this adjustment decreases test period earnings by

$264,187 and increases rate base by $11,934,563.

16
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Please describe Adjustment No. 13, which reflects proforma actual and
forecasted reliability plant project closings from January 2016 through
September 2016.

Consistent with similar ratemaking treatment both approved by the
Commission in Docket Nos. 05-304, 09-414 and 13-115 as well as proposed in
Docket Nos. 10-237 and 12-546, this adjustment reflects the annualization of
reliability plant added to Plant in Service from January 2016 through September 2016
and for which actual data will be made available by or before the evidentiary
hearings. Similar to Adjustment No. 12, this adjustment reflects in plant in service the
full value of projects closed and removes actual retirements from both plant in service
and accumulated depreciation. These reliability plant additions should be included in
rate base to properly synchronize the value that customers will realize during the rate
effective period to the amount included in rates. As previously mentioned, the
Commission approved this concept in its decision in Order No. 8011 relating to
Docket No. 8011, when it stated:

60. Discussion. We conclude that under the circumstances presented in this case, both the
April-July 2009 and August-December 2009 reliability plant should be included in rate base.
As previously discussed, we reject the DPA'S strict test period construction. We agree with
the Companys position that the August 2009 — December 2009 reliability closings are no
different from the April 2009 — July 2009 closings. We agree with Delmarva that these costs
are known and measurable, and that they are necessary to make the test period more
reflective of the period during which the rates approved in this case will be in effect. See In re

Delmarva Power & Light Company, PSC Docket No. 91-20, 1992 Del. PSC LEXIS 15, Order

No. 3389 (Del. PSC March 31, 1992) at 34. We are also persuaded that these plant additions

17
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are necessary to preserve the reliable operation of the distribution system and are not being
made to serve future customers. While we note that the test period is there for a reason, we
believe it is appropriate to include these costs in rate base based on the evidence presented.
(Unanimous).

I have included actual reliability plant closings from January 2016 through
March 2016 and forecasted reliability plant closings from April 2016 through
September 2016. This adjustment also reflects the annualization of any forecasted
retirements to plant associated with this period. This adjustment is detailed on
Schedule (JCZ)-16 and results in a decrease to test period earnings of $191,151 and
an increase to test period rate base of $11,763,869.

Please describe Adjustment No. 14, which reflects proforma forecasted
reliability plant project closings from October 2016 through December 2016.

This adjustment reflects the October 2016 through December 2016 forecasted

reliability plant closings, relating to plant closed after the evidentiary hearings and
prior to the start of the rate effective period. These non-revenue producing plant
closings will enhance and maintain system reliability and will benefit customers
during the rate effective period. This adjustment is detailed on Schedule (JCZ)-17 and
results in a decrease to test period earnings of $58,642 and an increase to test period
rate base of $3,508,633.
Please describe Adjustment No. 15, which reflects proforma forecasted
reliability plant project closings of December 2016 CWIP from January 2017
through June 2017.

This adjustment reflects the January 2017 through June 2017 forecasted

reliability plant closings related to December 2016 CWIP, which consists of costs
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incurred prior to the start of the rate effective period. These non-revenue producing
plant closings will enhance and maintain system reliability and will benefit customers
during the rate effective period. This adjustment is detailed on Schedule (JCZ)-18 and
results in a decrease to test period earnings of $120,933 and an increase to test period
rate base of $7,186,438.

Please describe Adjustment No. 16, which reflects the effect of the forecasted
Experimental Station-Related plant closing;

This adjustment reflects the forecasted plant closing related to the DuPont
Experimental Station conversion from oil to natural gas. This post test period
conversion occurred in March 2016 and the annualized revenue impact is included in
Company Witness Santacecilia’s pre-cost study MDQ Annualization adjustment. To
ensure proper matching, this adjustment reflects the specific plant closing related to
this revenue stream. This adjustment is detailed on Schedule (JCZ)-19 and results in a
decrease to test period earnings of $69,296 and an increase to test period rate base of
$5,941,616.

Please describe Adjustment No. 17, which reflects the effect of the proposed
depreciation rates supported by Company Witness Spanos.

I have included in this filing the effect of the new depreciation rates proposed
by Company Witness Spanos using Delaware Gas Distribution assigned or allocated
depreciable plant. This adjustment is detailed on Schedule (JCZ)-20 resulting in a

$2,676,050 decrease to test period earnings.
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Please describe Adjustment No. 18, which amortizes actual refinancing
transactions.

Consistent with the approved ratemaking treatment that has been both
approved in prior Commission decisions, in Docket No. 86-24 through Docket No.
13-115, as well as proposed in Docket Nos. 10-237 and 12-546, I have included in
this filing the earnings and rate base treatment of refinancings that were allocated to
the gas business. Lower cost rates in the Company’s capital structure resulting from
the Company’s refinancings provide a benefit to customers. This adjustment is
detailed on Schedule (JCZ)-21 and reflects a $123,060 decrease to test period
earnings and an $880,386 increase to test period rate base.

Please describe Adjustment No. 19, which removes Bloom Energy incremental
rate base and related depreciation expense.

Consistent with the ratemaking proposed in Docket No. 12-546, this
adjustment removes incremental rate base and depreciation expense related to Bloom
Energy at its Brookside and Red Lion facilities as Bloom Energy has its own tariff
which specifically recovers the cost of these items. This adjustment is detailed on
Schedule (JCZ)-22 and results in an increase to test period earnings of $7,500 and a
decrease to test period rate base of $555,276.

Please describe Adjustment No. 20, which normalizes relocation expense.

Consistent with the treatment approved in Docket No. 13-115, test period
relocation expense is normalized due to year-to-year fluctuations in expense levels. A

normalized expense level, based on a three year average, represents a more
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A38.

Witness Ziminsky

reasonable level of expense for the rate effective period. As displayed on Schedule
(JCZ)-23, results in an $8,417 decrease to test period earnings.
Please describe Adjustment No. 21, which removes Post-1980 ITC amortization.
Consistent with the ratemaking treatment both approved in previous cases
including the most recent proceeding, Docket No. 13-115 as well as proposed in
Docket Nos. 10-237 and 12-546, this adjustment removes post-1980 vintage ITC
amortizations. This adjustment reflects the requirements of the Economic Recovery
Tax Act of 1981 (ERTA) on post-1980 vintage projects for rate case purposes. The
Company has been amortizing ITC on a property service life basis. Under ERTA,
Delmarva is an Option One Company for ratemaking purposes for post-1980
vintages. The related ratemaking treatment is to deduct the post-1980 accumulated
unamortized balance from rate base, and at the same time, not include the related
post-1980 vintage amortizations as a reduction of operating expenses. This
adjustment is detailed on Schedule (JCZ)-24 as a $41,228 decrease to test period
earnings.
Please describe Adjustment No. 22, which recovers credit facilities expense.
Consistent with ratemaking treatment approved in the Company’s filing in
Docket No. 09-414, this adjustment reflects the Company’s cost related to the PHI
credit facility. PHI’s credit facility is vital for serving the day-to-day cash needs of its
companies, such as Delmarva. These costs are recorded as interest expense for
financial reporting purposes of the Company; however, they are not reflected in the
cost of capital for ratemaking purposes and thus would not otherwise be recovered.

On August 1, 2013, PHI renewed its credit facility for a five-year term. As shown in
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Schedule (JCZ)-25, the costs related to the current credit facility are reflected and the
related adjustment results in a $76,223 decrease to test period earnings and a
$138,316 increase to test period rate base.

In Docket No. 13-115, did the Commission approve a different method of credit
facility cost recovery than the one you are proposing in this filing?

Yes. The approved method increases of the short-term debt cost rate used in
the Company’s Electric Allowance for Funds Used During Construction. Company
Witness McGowan provides additional details related to unintended consequences of
the currently-approved credit facility ratemaking in his Direct Testimony.

Please describe Adjustment No. 23, which adjusts for forecasted Pepco Holdings
and Exelon merger synergies and amortizes the costs to achieve those synergies.

This adjustment reflects ratemaking related to the March 24, 2016 merger of
Pepco Holdings and Exelon Corporation in Docket No. 14-193 as discussed by
Company Witness McGowan in his Direct Testimony. For this adjustment, cost of
service is adjusted for both the first year of forecasted merger synergies as well as a 5
year amortization of pre-closing and first year costs to achieve those merger
synergies. The unamortized costs to achieve are proposed to be included in rate base
and earn the Company’s overall rate of return. This adjustment is shown in Schedule
(JCZ)-26 and results in a $313,859 increase to test period earnings and a $1,726,224
increase to test period rate base.

Please describe the Interest Synchronization and Cash Working Capital
Adjustments that you support in this proceeding, Adjustments No. 24 and 25.

This adjustment, shown on Schedule (JCZ)-27, synchronizes the interest
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expense utilized in the per books income tax calculation with the adjusted rate base
and the tax deductible component included in the cost of capital. Schedule (JCZ)-27
also displays the change in cash working capital associated with the proforma
adjustments.

Can you summarize the adjustments that are included in this filing?

Yes, I can. Schedule (JCZ)-2, Page 1 displays all of the proforma adjustments
included in this filing and the earnings and rate base impact.
Please summarize the Company’s overall revenue deficiency.

Schedule (JCZ)-2, Page 2 displays the calculation of the Company’s overall
revenue deficiency of $21,475,979. This calculation includes the effect of all of the
proforma adjustments to the test period level of earnings and rate base and uses the
Direct Testimony of Company Witness McGowan'’s supplied rate of return of 7.19%.
Does this conclude your Direct Testimony?

Yes, it does.
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17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35

Delmarva Power & Light Company
Delaware Gas Rate of Return
12 Months Ending December 31, 2015

()

Item

Rate Base

Electric Plant in Service
Less: Depreciation Reserve
Net Plant in Service

CWIP

Working Capital

Plant Materials & Supplies

Prepaid Balances

Deferred Federal and State Tax Balance
Deferred Investment Tax Credit
Customer Deposits

Customer Advances

Total Rate Base

Earnings

Operating Revenues

O & M Expense

Depreciation and Amortization Expense
Taxes Other than Income Taxes
Deferred FIT Expense

Deferred SIT Expense

Net ITC Adjustment

Interest on Customer Deposits

State Income Tax

Federal Income Tax

Total Operating Expenses

Operating Income

AFUDC

Earnings

@)

4

Gas Schedule (JCZ)-1

®)

Per Books Pre-Cost Study Adjusted
System Gas Adjustments System Gas

$ 560,133,349 % - $ 560,133,349
$ 225331776 % - $ 225,331,776
$ 334,801,573 $ - $ 334,801,573
$ 11,704,838 $ (11,704,838) $ "

$ 11385769 $ - $ 11,385,769
$ 8441780 $ - $ 8,441,780
$ 20,723,075 % # $ 20,723,075
$ (52,034,701) $ - $ (52,034,701)
$ (357,595) $ - $ (357,595)
$ (3,118,0685) $ = $ (3,118,065)
$ (168,748) $ - $ (168,748)
$ 331,377,927 % (11,704,838) $ 319,673,089
$ 163895015 §$ (77,217,035) § 86,677,980
$ 121,438,416 $ (79,431,465) $ 42,006,951
$ 15385870 $ (247,412) $ 15,138,458
$ 8,164,100 $ (2,224,281) $ 5,939,818
$ 6,783,779 $ - 3 6,783,779
$ 1,846,937 $ - $ 1,846,937
$ (46,826) $ - $ (46,826)
$ 3414 - $ 3,414
$ (806,795) $ 407,693 $ (399,103)
$ (2,963,350) $ 1,497,451 % (1,465,900)
$ 149,805,543 $ (79,998,015) $ 69,807,528
$ 14,089,471 $ 2,780,980 $ 16,870,452
$ 156,243 $ (156,243) $

$ 14245715 § 2,624,737 % 16,870,452
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Gas Schedule (JCZ)-2
Page 2

Delmarva Power & Light Company
Delaware Gas
12 Months Ending December 2015 Test Period
Determination of Revenue Requirements

(1) (2) ()

Line

No. Item Detail
1 Adjusted Net Rate Base $ 362,377,132
2 Required Rate of Return 7.19%
3 Required Operating Income $ 26,054,916
4 Pro Forma Operating Income $ 13,622,102
5 Operating Income Deficiency $ 12,532,814
6 Revenue Conversion Factor 1.71358

7 Revenue Requirement $ 21,475,979




Gas Schedule (JCZ)-3
Delmarva Power & Light Company
12 Months Ending December 31, 2015

Cash Working Capital Requirements - Gas

Amount Revenue Lag Exp Lag Net lag Net lag % CWC Req
0O & M Expense
Purchased Fuel $79,150,588 62.66 35.19 27.47 7.53% $5,956,895
Deferred Fuel $651,788 62.66 62.66 0.00 0.00% $0
Other Production $2,718,334 62.66 32.21 30.45 8.34% $226,776
Transmission $1,620,753 62.66 32.21 30.45 8.34% $135,211
Distribution $14,318,886 62.66 32.21 30.45 8.34% $1,194,548
Other O&M $22,978,067 62.66 32.21 30.45 8.34% $1,916,937
Total O & M Expense $121,438,416 7.77% $9,430,367
Other
Utility Taxes $2,224,281 62.66 41.71 20.95 5.74% $127,668
Other $85,935 63.20 42.18 20.48 5.61% $4,822
FICA $590,640 62.66 9.12 53.54 14.67% $86,638
Federal Unemployment $6,034 62.66 (149.37) 212.03 58.09% $3,505
State Unemployment $22,362 62.66 (104.46) 167.12 45.79% $10,239
Property Taxes $5,234,847 62.66 (91.60) 154.26 42.26% $2,212,404
SIT $0 62.66 58.95 3.71 1.02% $0
FIT $0 62.66 58.95 3.71 1.02% $0
Interest Expense $6,239,764 62.66 91.25 -28.59 -7.83% ($488,753)
I0CD $3,414 62.66 182.50 -119.84 -32.83% ($1.121)
Total Other $14,407,278 $1,955,402

Total $135,845,694 $11,385,769



Gas Schedule (JCZ)4
Adjustment No. 1
Delmarva Power & Light Company
Gas
Normalize Regulatory Commission Expense
12 Months Ending December 31, 2015

(1) (2) (3)
Line
No. Ite $
1 Earnings
2 Regulatory Commission Expense (3 Year Average) $ 203,607 (1)
3
4 Regulatory Commission Expense Included in Test Period $ 341,523
5
6 Adjustment to Per Books Regulatory Commission Expense $ (137,916)
7
8 Cost of Current Case (2) $375,225
9 Amount inciuded in Adjustment (3 Year amortization) $125,075
10
11 Total Regulatory Commission Expense Adjustment $ (12,841)
12
13 Impact to SIT @ 8.7% $1,117
14
15 Impact to FIT @ 35% $4,103
16
17 Impact to Operating Income $7.620
18
19
20 (1) 3 YearAverage Total A/C 928 Regulatory Tax Net
21 12 Months Ended 12/31/15 $ 859,523 % 518,000 § 341,523
22 12 Months Ended 12/31/14 $ 732,334 § 547,000 % 185,334
23 12 Months Ended 12/31/13 $ 578,964 $ 495,000 $ 83,964
24 Average - $ 203,607
25
26 (2) Costof Current Case
27 External Legal $150,000
28 Cost of Capital witness $37,725
29 Depreciation Study witness $75,000
30 Court reporter/notice/etc $12,500
31 DPSC $100,000

32 Total $375,225



Delmarva Power & Light Company

Gas

Normalize Injuries & Damages Expense
12 Months Ending December 31, 2015

(2)
Item
3 Year Average
12+0 Months Ending 12/31/15
Adjustment
Impact to SIT @ 8.7%
Impact to FIT @ 35%

Impact to Operating Income

Account 925 12 Months Ended 12/31/13
12 Months Ended 12/31/14
12 Months Ended 12/31/15

Average

Gas Schedule (JCZ)-5
Adjustment No. 2

@)
$
$447,950

$491,182

($43,231)
$3,761

$13,815

$25,656

$402,120
$450,549
$491,182

$447.950




(1)

Line
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Delmarva Power & Light Company

Gas

Normalize Uncollectible Expense
12 Months Ending December 31, 2015

(2)
Item

3 Year Average

12+0 Months Ending 12/31/15

Adjustment

Impact to S.IT @8.7%

Impact to FIT @ 35%

Impact to Operating Income

Account 904 12 Months Ended 12/31/13
12 Months Ended 12/31/14

12 Months Ended 12/31/15

Average

Gas Schedule (JCZ)-6
Adjustment No. 3

(3)
$
$2,262,727

$3,110,420

($847,692)
$73,749

$270,880

$503,063

$1,932,175
$1,745,588
$3,110,420

$2,262,727
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12
13
14
15
16
17
18
19
20
21
22

Delmarva Power & Light Company

Gas

Wage and FICA Expense Adjustment
12 Months Ending December 31, 2015

(2

Ite

Salary and Wage Adjustment
Gas O&M Expense Adjustment

State Income Tax
Federal Income Tax

Earnings

FICA Adjustment
Gas O&M Expense Adjustment

State Income Tax
Federal Income Tax

Earnings

Total Earnings Adjustment

Total Expense

Total Expense

Gas Schedule (JCZ)-7
Adjustment No. 4

3)

$961,037

($83,610)
($307,099)

$570,328

($570,328)

55,116

($4,795)
($17,612)

32,709

(32,709)

($603,036)
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(1
Line
No.
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Delmarva Power & Light Company

Gas

Remove Executive Incentive Compensation Expense
12 Months Ending December 31, 2015

2
Item
Executive Incentives - Delaware Gas
Income Taxes
State Income Tax
Federal Income Tax

Total Income Taxes

Earnings

Gas Schedule (JCZ)-9
Adjustment No. 6

@)

($726,003)

$63,162

$231.994
$295,156

$430,846
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Delmarva Power & Light Company

Gas

Remove Certain Executive Compensation Expense
12 Months Ending December 31, 2015

)
ltem

Dividends Restricted Stock

Company Match Deferred Compensation

Tax Preparation Fee
Financial Planning Fee
Executive Physical Fee
Club Dues

Spousal Travel

Total Compensation

DPL (as % of PHI)

DPL Expense

DPL Gas (vs. Electric) %
DPL Gas Expense

State Income Tax Rate
Effect on State income tax expense

Federal Taxable
Federal Income Tax Rate
Effect on Federal income tax expense

Total Expense

Impact to Operating Income

Gas Schedule (JCZ)-10
Adjustment No. 7

()
$

(56,201)
(13,000)
(47,720)
(2,400)
(5,744)
(4,970)

(130,035)
31.21%
(40,584)
18.88%
(7.662)

8.70%
667

(6,996)
35%

2,448

(4,547)

4,547
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Delmarva Power & Light Company

Gas

Remove Employee Association Expense
12 Months Ending December 31, 2015

(2)

Item
Employee Association expenses - Total DPL
Delmarva Power & Light Gas allocation
Employee Association expenses - Total DPL Gas
Impact to Operating Expense
Impactto SIT @ 8.7%
Impact to FIT @ 35%

Impact to Operating Income

Gas Schedule (JCZ)-11
Adjustment No. 8

(3)
$
$149,308

18.88%

$28,189
(328,189)
$2,452

$9,008

$16,729
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No.
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Gas Schedule (JCZ)-12
Adjustment No. 9
Delmarva Power & Light Company
Gas
Reflect IMU Battery Replacement Expense
12 Months Ending December 31, 2015

(2) (3)
Item $

Projected O&M Expenses $1,565,731
Associated with IMU Battery Replacement

Income Taxes

State Income Tax ($136,219)
Federal Income Tax ($500,329)
Total Income Taxes ($636,548)

Earnings ($929,183)
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Delmarva Power & Light Company

Gas Schedule (JCZ)-13

Gas Adjustment No. 10
Reflect AMI Regulatory Asset Residuals
12 Months Ending December 31, 2015
(2 (6] 4 (5) (5)
Actuals through Actuals - Jan. Forecast - Apr. Forecast Bal. Dec
Adjustment 1 - Reflect Amortization of AMI Reg Asset Residuals Dec. 2015 2016 - Mar 2016 2016 - Dec 2016 2016
AMI Regulatory Asset Balances
AMI-Related Retumns $ 510,302 s 3,010 $ 9.801 $ 523,113
Total ] 510,302 $ 3,010 $ 9,801 ] 523,113
AMI Regulatory Asset Residual Balance $ 510,302 $ 3,010 $ 9,801 $ 523,113
Adjustment to Delaware regulatory assets $ 458,272 (1, § 2,709 $ 8,821 $ 470,801
Adjustment to accumulated deferred income taxes $ (186,717) $ (1,101) $ (3,586) $ (191,405)
Rate Base $ 272,555 $ 1,608 $ 5,235 $ 279,396
Earnings
Adjustment to Amortize AMI Reg Asset Residual Balance $ 102,060 $ 602 $ 1,960 $ 104,623
FIT Permanent Adjustment to Add Back Equity Portion of Return $ (58,964} $ (396) $ (1,291) $ (60,651)
Adjustment to Delaware Income Tax Expense $ (3,749) $ (18) $ (58) $ (3,825)
Adjustment to Federal Income Tax Expense $ (13,771) $ {(66) $ (214) $ (14,051)
Expense $ 84,540 $ 518 $ 1,688 $ 86,747
Earnings $ (84,540) $ (518) $ {1,688) $ (86,747)
Rate Base
Beginning Balance $ 510,302 $ 3,010 $ 9,801 $ 523,113
Amortization Period 5 5 5 5
Amortization $ (102,060) $ (602) $ (1,960) 3 (104,623)
Ending Balance $ 408,242 $ 2,408 $ 7.841 $ 418,490
Average Balance - 459,272 $ 2,709 $ 8,821 $ 470,801
Deferred State Income Tax $ (39,957) $ (236) $ (767) $ (40,960)
Deferred Federal Income Tax $ (146,760) $ (865) $ (2,819) _$ (150,445)
Net Rate Base $ 272,555 $ 1,608 $ 5,235 $ 279,396



(1)
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Delmarva Power & Light Company
Gas
Annualize September 2015 AMI Phase-In
12 Months Ending December 2015

()

ltem

Earnings
Revenue Adjustment (8.5 months)

Amortization Adjustment (8.5 months)
Net Pre-tax Adjustment

State Income Tax

Federal Income Tax

Total Taxes

Earnings

Gas Schedule (JCZ)-14
Adjustment No. 11

()

$869,538
$272,332
$597,206

($51,957)
($190,837)

($242,794)

$354,412
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Delmarva Power & Light Company
Gas
Annualize Test Period Reliability Closings
12 Months Ending December 31, 2015

()

Item
Rate Base
Plant in Service
Reliability closings January 2015 - December 2015
Retirements January 2015 - December 2015
Adjustment to Plant in Service

Depreciation reserve
Retirements January 2015 - December 2015
Depreciation expense
Adjustment to Depreciation Reserve

Net Plant

Deferred Taxes
Adjustment to Deferred Taxes for NOL Offset

Total Rate Base

Earnings
Depreciation Expense
Reliability closings January 2015 - December 2015
Retirements January 2015 - December 2015
Adjustment to Depreciation

State Income Tax

Federal Income Tax

Deferred State Income Tax

Deferred Federal Income Tax
Operating Expense

Operating Income

Total Earnings

Tax Depreciation

Total Tax Basis

Bonus Depr Rate

Tax Depreciation Exp - Bonus Depr

Tax Basis - MACRS

MACRS Depr Rate

Tax Depreciation Exp - MACRS

Tax Depreciation Exp - Total (Bonus & MACRS)

SIT 8.70%
FIT 35.00%

Deferred Tax Basis
Tax Deprec Exp
Book Deprec Exp
Tax over Book
DSIT

DFIT

8.70%
35.00%

Gas Schedule (JCZ)-15
Adjustment No. 12

$12,157,148

1,587,469
$10,569,679

($1,587,469)

$222 585
($1,364,884)

$11,934,563

($1,191,466)
$1,191,466

$11,934,563

$506,074

($60,903)
$445171

($548,667)

($2,015,249)
$509,037
$1,872,994

$264,187
($264,187)

($264,187)

2015
$12,157,148

50.00%
56,078,574

q
"~ $6,078,574

3.75%

$227,947
$6,306,521

($548,667)
($2,015,249)

$6,306,521
$445,171

$5,861,350

$509,937
$1,872,994



Gas Schedule (JCZ)-16
Adjustment No. 13
Delmarva Power & Light Company
Gas
Reflect Actual Reliability Closings January 2016 - March 2016
and Forecasted Reliability Closings April 2016 - September 2016

12 Months Ending December 31, 2015

m 2 3
Line
No. Item $
1 Rate Base
2 Plant in Service
3 Reliability closings January 2016 - September 2016 $11,924,920
4 Retirements January 2016 - September 2016 ($2,902 477)
5 Adjustment to Plant in Service $9,022,443
6
7 Depreciation reserve
8 Retirements January 2016 - September 2016 ($2,902,477)
9 Depreciation expense $161,051
10 Adjustment to Depreciation Reserve ($2,741,427)
11
12 Net Plant $11,763,869
13
14 Deferred Taxes ($1,191,995)
15 Adjustment to Deferred Taxes for NOL Offset $1,191,995
16
17 Total Rate Base $11,763,869
18
19 Earnings
20 Depreciation Expense
21 Reliability closings January 2016 - September 2016 $425,720
22 Retirements January 2016 - September 2016 {$103,618)
23 Adjustment to Depreciation $322,101
24
25 State Income Tax ($538,187)
26 Federal income Tax ($1,976,753)
27 Deferred State Income Tax $510,164
28 Deferred Federal Income Tax $1,873,826
29
30 Operating Expense $191,151
3
32 Operating Income ($191,151)
33
34 Total Earnings ($191,151)
Tax Depreciation 2016
Total Tax Basis $11,924,920
Bonus Depr Rate 50.00%
Tax Depreciation Exp - Bonus Depr $5,962,460
Tax Basis - MACRS $5,962,460
MACRS Depr Rate 3.75%
Tax Depreciation Exp - MACRS $223,592
Tax Depreciation Exp - Total (Bonus & MACRS) $6,186,052
SIT 8.70% ($538,187)
FIT 35.00% ($1,876,753)
Deferred Tax Basis
Tax Deprec Exp $6,186,052
Book Deprec Exp $322,101
Tax over Book $5,863,951
DSIT 8.70% $510,164
DFIT 35.00% $1,873,826
(1) Plant Closin¢ Closings Retirements
Jan 2016 $445,890 (363,306) Actual
Feb 2016 $676,259 (610,992) Actual
Mar 2016 $559,380 (347,978) Actual
Apr 2016 5523545 (263,367) Forecast
May 2016 $523,645 (263,367) Forecast
Jun 2016 $523,545 (263,367) Forecast
Jul 2016 $2,654,324 (263,367) Forecast
Aug 2016 $2,981,248 (263,367) Forecast
Sep 2016 $3,037.184 (263,367) Forecast

Total $11.924 920 (82,902.477)



Delmarva Power & Light Company

Gas

Gas Schedule (JCZ)-17
Adjustment No. 14

Reflect Forecasted Reliability Closings October 2016 - December 2016
12 Months Ending December 31, 2015

&) @

3

Line
No. ltem $
1 Rate Base
2 Plant in Service
3 Reliability closings October 2016 - December 2016 $3,558,041
4 Retirements October 2016 - December 2016 ($790,101)
5 Adjustment to Plant in Service $2,767,940
6
7 Depreciation reserve
8 Retirements October 2016 - December 2016 ($790,101)
9 Depreciation expense $49,408
10 Adjustment to Depreciation Reserve ($740,693)
11
12 Net Plant $3,508,633
13
14 Deferred Taxes ($355,105)
15 Adjustment to Deferred Taxes for NOL Offset $355,105
16
17 Total Rate Base $3,508,633
18
19 Earnings
20 Depreciation Expense
21 Reliability closings October 2016 - December 2016 $127,022
22 Retirements October 2016 - December 2016 ($28,207)
23 Adjustment to Depreciation $98,815
24
25 State Income Tax ($160,579)
26 Federal Income Tax ($589,804)
27 Deferred State Income Tax $151,982
28 Deferred Federal Income Tax $558,228
29
30 Operating Expense $58,642
31
32 Operating Income ($58,642)
33
34 Total Earnings ($58,642)
Tax Depreciation 2016
Total Tax Basis $3,558,041
Bonus Depr Rate 50.00%
Tax Depreciation Exp - Bonus Depr $1,779,020
Tax Basis - MACRS $1,779,020
MACRS Depr Rate 3.75%
Tax Depreciation Exp - MACRS $66,713
Tax Depreciation Exp - Total (Bonus & MACRS) $1,845,734
SIT 8.70% ($160,579)
FIT 35.00% ($589,804)
Deferred Tax Basis
Tax Deprec Exp $1,845,734
Book Deprec Exp $98.815
Tax over Book $1,746,918
DSIT 8.70% $151,982
DFIT 35.00% $558,228
1) Plant Closin Closings Retirements
Oct 2016 $1,186,014 (263,367)
Nov 2016 $1,186,014 (263,367)
Dec 2016 $1,186.014 (263,367)
Total $3,558,041 ($720,101)



N
Line
No.

Delmarva Power & Light Company

Gas

Gas Schedule (JCZ)-18
Adjustment No. 15

Reflect Forecasted Reliability Closings of December 2016 CWIP
12 Months Ending December 2015

Rate Base
Plant in Service

Depreciation reserve

Net Plant

Deferred Taxes

2

Item

Reliability plant closings January 2017 - June 2017
Retirements January 2017 - June 2017
Adjustment to Plant in Service

Retirements January 2017 - June 2017

Depreciation expense

Adjustment to Depreciation Reserve

Adjustment to Deferred Taxes for NOL Offset

Total Rate Base

Earnings
Depreciation Expense

Operating Expense

Operating Income

Tax Depreciation

Q)

Total Tax Basis
Bonus Depr Rate

Reliability plant closings January 2017 - June 2017
Retirements January 2017 - June 2017
Adjustment to Depreciation Expense

State Income Tax
Federal Income Tax

Deferred State Income Tax

Deferred Federal Income Tax

Total Earnings

Tax Depreciation Exp -Bonus Depr

Tax Basis - MACRS
MACRS Depr Rate

Tax Depreciation Exp - MACRS
Tax Depreciation EXP - Total (Bonus & MACRS)

SIT
FIT

Deferred Tax Basis
Tax Deprec Exp
Book Deprec Exp
Tax over Book

DSIT
DFIT
Plant Closings
Jan 2017
Feb 2017
Mar 2017
Apr 2017
May 2017
Jun 2017
Total

8.70%

35.00%

8.70%

35.00%

Closings Retirements

$1,214,721 (263,366.84)
$1,214,721 (263,366.84)
$1,214,721 (263,366.84)
$1,214,721 (263,366.84)
$1,214,721 (263,366.84)
$1,214,721 (263,366.84)
$7,288,329 ($1,580,201)

®

$7,288,329 (1)

($1,580,201) (1)
$5,708,127

($1,580,201)

$101.890
($1,478,311)

$7,186,438

($727.123)
$727,123

$7.186,438

$260,193

($56,413)
$203,780

($328,931)

($1,208,161)
$311,203
$1,143,043

$120,933
($120,933)

($120,933)

2016
$7,288,329
50%

33,644,164
$3.644.164

3.75%

$136,656
$3,780,820

($328,931)
($1,208,161)

$3,780,820
$203,780

$3,5677,040

$311,203
$1,143,043



26

28
29

30

Rate Base

Delmarva Power & Light Company

Gas

Reflect Forecasted Experimental Station Related Plant Closing
12 Months Ending December 2015

@)

Item

Plant in Service

Actual Closings through March 2016
Forecasted Closings
Total Experimental Station Project

Depreciation reserve

Net Plant

Adjustment to Depreciation Expense

Deferred Taxes
Adjustment to Deferred Taxes for NOL Offset

Total Rate Base

Earnings

Depreciation Expense

Adjustment to Depreciation Expense

State Income Tax

Federai Income Tax
Deferred State Income Tax
Deferred Federal Income Tax

Operating Expense

Operating Income

Tax Depreciation

Total Tax Basis

Total Earnings

Bonus Depr Rate

Tax Depreciation Exp -Bonus Depr

Tax Basis - MACRS

MACRS Depr Rate

Tax Depreciation Exp - MACRS

Tax Depreciation EXP - Total (Bonus & MACRS)

SIT
FIT

Deferred Tax Basis
Tax Deprec Exp
Book Deprec Exp

Tax over Book

DSIT
DFIT

Gas Schedule (JCZ)-19
Adjustment No. 16

©)

$5,695,983
$304,017

$6,000,000

$58,384

$5,941,616

8.70%
35.00%

8.70%
35.00%

($608,957)
$608,957

$5,941,616

$116,768

($270,788)

($994,599)
$260,629
$957,286

$69,296
(569,296)

($69,296)

2016

$6,000,000
50%

$3,000,000

$3,000,000
3.75%

$112,500
$3,112,500

($270,788)
($994,599)

$3,112,500
$116,768

$2,995,732

$260,629
$957,286



(1)
Line
No.
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Delmarva Power & Light Company

Gas

Reflect Proposed Depreciation Rates

12 Months Ending December 2015

@) 3) 4)

Gas Schedule (JCZ)-20
Adjustment No. 17

®)

Delaware
Item New Rates Current Rates Gas

Depreciation Expense

Other Storage $159,285 $339,839 ($180,554)
Transmission $824,199 $705,806 $118,394
Distribution $17,612,159 $12,836,519 $4,775,640
General $265,554 $64,844 $200,710
Common - Gas $467,416 $869,789 ($402,374)
Total $19,328,613 $14,816,797 $4,511,816
Deferred State Income Tax ($392,528)

Deferred Federal Income Tax

($1,441,751)

Total Expense $2,677,537
Earnings Impact of Proposed Depreciation Rate Change | ($2,677,537)
ITC Amortization Expense
Transmission

Pre 1981 Amortization $139 $119 $20

Post 1980 Amortization ($3,846) ($3,302) ($544)
Distribution

Pre 1981 Amortization ($6,928) ($5,076) ($1,852)

Post 1980 Amortization ($47,088) ($34,498) ($12,590)
General

Post 1980 Amortization ($4,190) ($2,025) ($2,165)
Common - Gas

Pre 1981 Amortization ($297) ($642) $345

Post 1980 Amortization ($649) ($1,404) $755
Total ($62,858) ($46,826) ($16,032)
Total Expense ($16,032)
Remove Post 1980 ITC Amortization Expense Change $14,544
Pre 1981 ITC Amortization Expense Change ($1,488)
Earnings Impact of Pre 1981 ITC Amortization Expense Change $1,488
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Gas Schedule (JCZ)-22
Adjustment No. 19
Delmarva Power & Light Company
Gas
Remove Bloom Energy Incremental Rate Base

12 Months Ending December 31, 2015

(1N ) (©)

Line
No. ltem $

1 Rate Base

2 Plant in Service

3 Brookside Unit ($271,791)

4 Red Lion Unit ($323,169)

5 Adjustment to Plant in Service ($594,959)

6

7 Depreciation reserve

8 Brookside Unit ($19,624)

9 Red Lion Unit ($20.059)

10 Adjustment to Depreciation Reserve ($39,683)

11

12 Net Plant ($555,276)

13

14 Deferred Taxes $60,169

15 Adjustment to Deferred Taxes for NOL Offset ($60,169)

16

17 Total Rate Base ($555,276)

18

19 Earnings

20 Depreciation Expense

21 Brookside Unit ($5,748)

22 Red Lion Unit ($6.890)

23 Adjustment to Depreciation ($12,638)

24

25 State Income Tax $26,851

26 Federal Income Tax $98,624

27 Deferred State Income Tax ($25,752)

28 Deferred Federal Income Tax ($94,586)

29

30 Operating Expense ($7,500)

31

32 Operating Income $7.500

33

34 Total Earnings $7,500

Tax Depreciation

Total Tax Basis ($594,959)
Bonus Depr Rate 50.00%
Tax Depreciation Exp - Bonus Depr ($297,480)
Tax Basis - MACRS ($297,480)
MACRS Depr Rate 3.75%
Tax Depreciation Exp - MACRS ($11,155)
Tax Depreciation Exp - Total (Bonus & MACRS) ($308,635)
SIT 8.70% $26,851
FIT 35.00% $98,624
Deferred Tax Basis
Tax Deprec Exp ($308,635)
Book Deprec Exp ($12,638)
Tax over Book ($295,997)
DSIT 8.70% ($25,752)

DFIT 35.00% ($94,586)



(1
Line
No.

OCoO~NOGOVDA WN =

_
= O

Delmarva Power & Light Company
Gas
Normalize Relocation Expense

12 Months Ending December 2015
)
Item
Relocation Expense - 3 Year Average
Relocation Expense - 12 months ending December 2015
Impact to Operating Expense
Impact to SIT @ 8.7%
impact to FIT @ 35%

Impact to Operating Income

Delaware Gas
12 m/e 12/31113
12 m/e 12/31/14
12 m/e 12/31/15
Average

Gas Schedule (JCZ)-23
Adjustment No. 20

©)
$
$15,267 (1)

$1,084

$14,183
($1,234)

($4,532)

($8,417)

340,235
$4,482
$1,084

$15,267
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(1)

Line

PR AOOONO U A WN =

14
15
16
17
18
19
20
21
22

Delmarva Power & Light Company
Gas
Recover Credit Facilities Expense
12 Months Ending December 31, 2015

(2)

Item

Earnings
Expense - Rate Effective Period

State Income Tax
Federal Income Tax
Total Expenses

Earnings
¥
Rate Base
Year End Amortizable Balance

(1) Annual amortization of start-up costs
Annual cost of maintaining credit facility
Total DPL expense

DPL Gas

(2) DPL 13 Month Average Amortizable Balance
Gas %
DPL Gas

NP &+

& & PP P

Gas Schedule (JCZ)-25
Adjustment No. 22

(3)

DE

Gas

128,440 (1)
(11,174)
(41,043)
76,223

(76,223)

138,316 (2)

236,719
443,576
680,295

128,440

732,607
18.88%

138,316



(1)

Line
No.

Proforma Merger Synergies and Amortize Costs To Achieve
12 Months Ending December 2015

Delmarva Power & Light Company

Gas

Earnings

Projected Synergies in Year One
Amortization of Costs to Achieve
Net Synergies

Distribution Allocation

Net Synergies - Distribution

State Income Tax
Federal Income Tax

Total Expense

Earnings

Rate Base

Average Amortizable CTA Balance
Distribution Allocation

Average Amortizable CTA Balance - Gas

Deferred State Income Tax
Deferred Federal Income Tax

Total Rate Base

Total Cost To Achieve Expense in Year 1
Amortization Period (Years)
Amortization Expense

Unamortized Balance - Beg. Of Period
Amortization Expense - 1st Year
Unamortized Balance - End Of Period

Average - Year 1

Gas Schedule (JCZ)-26
Adjustment No. 23

(3)

$
$ (1,175,270)
$ 646,399 (1)
$ (528,872)
100.00%
$ (528,872)
$ 46,012
$ 169,001
$ (313,859)
$ 313,859
$ 2,908,794 (2)
100.00%
$ 2,908,794
$ (253,065)
$ (929,505)
$ 1,726,224
$ 3,231,993
5
$ 646,399
$ 3,231,993
$ 646,399
$ 2,585,594
$ 2,908,794
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Delmarva (MTN)
DELMARVA POWER & LIGHT COMPANY
BEFORE THE
DELAWARE PUBLIC SERVICE COMMISSION
GAS DIRECT TESTIMONY OF MICHAEL T. NORMAND
DOCKET NO.
Please state your name and position.

My name is Michael T. Normand. I am a Regulatory Affairs Analyst for Pepco
Holdings. I am testifying on behalf of Delmarva Power & Light Company (Delmarva or
the Company).

What are your responsibilities in your role as a Regulatory Analyst?

I am responsible for the development of cost of service studies and related
allocation factors for the Company’s Delaware gas and Maryland electric operations.
Please state your educational background and professional experience.

I graduated from West Virginia University with a Bachelor of Science degree in
Business Administration with a major in finance, and I received a Master of Science
degree in Finance from Northeastern University.

In 2008, I was employed at Management Applications Consulting Inc., where |
was involved in numerous regulatory proceedings. My responsibilities included: load
research, allocation factor development, marginal cost-of-service, embedded cost-of-
service, witness support, and various special cost-of-service analyses.

In 2011, I joined the rates and technical services department in the regulatory
department for Pepco Holdings Inc. as a regulatory analyst. My responsibilities included

witness support and cost of service study development.

What is the purpose of your Direct Testimony?
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I am presenting the Customer Class Cost of Service Study (Cost of Service Study
or COSS) for Delmarva’s Gas Delivery business. The cost of service study results
presented in my testimony is based on twelve month period ended December 31, 2015
that is the test year in this proceeding.

This testimony was prepared by me or under my direct supervision and control.
The source documents for my testimony are Company records, public documents, and my
personal knowledge and experience.

Please summarize your schedules.

Schedule (MTN)-1 contains the Customer Class COSS for Delmarva Gas
Delivery business. This schedule identifies the detailed allocation for each cost item,
together with all supporting allocation factors used in the study.

Schedule (MTN)-2 provides a summary of the unbundled demand, commodity,
and customer related cost components for each customer class calculated at both present
rates and uniform class rates of return.

Schedule (MTN)-3 presents the results for the Company’s Class COSS expressed
as Class Rates of Return and Relative Rates of Return.

How is your Direct Testimony organized?

The first section of my testimony discusses the purpose of performing a cost-of-
service study, and the traditional steps involved in preparing the COSS. The second
section of my testimony discusses the adjustments to the accounting data used as input to
the COSS. This includes a brief discussion regarding the development of weather
normalized customer sales and revenues. The third section of my testimony discusses

major line item allocations. I conclude my testimony with a summary of the cost of
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service results in the form of Rates of Return for the various customer classes.

Performing a COSS

Please briefly describe the purpose of performing cost of service analyses.

A COSS seeks to assign the Company’s revenue requirement to the customef
groups on the basis of cost causation. The costs may be directly assigned or allocated.
The fundamental principle underlying the cost allocation process is that costs should be
attributed to the particular customer group(s) that causes the utility to incur such costs.
Appropriately allocated costs then provide a basis to derive class rate of return results and
class revenue targets, and they serve as an important guide in designing the rates charged
to each customer class.

Please describe the steps involved in the cost allocation process.

There are three basic steps traditionally followed in the cost allocation process:
cost functionalization, classification, and allocation.

Cost functionalization is the process of dividing the total revenue requirement
into functional categories as related to gas operations of the Company. In the present
analysis, the elements of both Rate Base and Operating Expenses are grouped into
functional categories depending on their use. For example, the Company’s investment in
gas plant in service includes the following functional categories:

e Other Storage - LNG facilities
e Transmission
e Distribution

- Mains

- Services
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- Meters

o Intangible

e General and Common
The Federal Energy Regulatory Commission (FERC) Uniform System of Accounts
(USOA) provides the framework to functionalize this gas plant investment. These
account numbers are noted through this testimony. The functional categories of
operating expenses correspond to the plant categories above, and include additional
operation and maintenance (O&M) functional categories, namely:

e Customer Accounts Expenses

e Sales Expenses

e Administrative and General Expenses

The functional categories are presented in detail in the first column of the
Company’s COSS (see Schedule (MTN)-1).

What is the next step in the process?

The functionalized rate base and operating expense items are then further
separated, or classified, based upon the gas system design or operating characteristics that
cause the costs to be incurred. The three primary cost categories used in the COSS are
demand, commodity, and customer classifications.

Schedule (MTN)-2 contains a summary of the unbundled demand-related,
commodity-related, and customer-related costs by customer class developed in the
Company’s COSS. The unbundled results are calculated at both present rates and at
uniform class rates of return. The equalized class rates of return are set equal to the

Company’s proposed overall rate of return (ROR) of 7.19%.
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Please describe the final step, cost allocation.

The third step in the process is cost allocation where the functionalized and
classified costs are apportioned to the particular customer groups. The Company’s costs
that serve only a particular customer class are directly assigned to that class. The
remaining costs are allocated to the customer groups based on a method that is
considered most consistent with cost causation. Please see Schedule (MTN)-1 that
provides the line-item allocations of the total Company costs.

Please describe the Company’s cost of service model.

A cost of service model has been developed for Delmarva’s gas operations to
enable the Company to directly assign or allocate each element of Rate Base, Revenues,
and Operating Expenses to the respective customer classes. The model is a cost matrix
with the Total Company component reflected in the initial column and the customer
classes listed on the horizontal or initial row. The cost model starts with the Rate Base
detail including each plant account and continues with the remaining items of Rate Base,
Revenues, Operating Expenses, Taxes, and the development of the Labor allocator.

The cost model also contains a column labeled “ALLOC”. The ALLOC column
contains an acronym identifying the allocation factor used to allocate the particular Total
Company cost to the customer groups. Each allocation factor is identified in the
Allocation Factor table located at the end of the cost studies (found in Schedule (MTN)-
1, starting at page 21).

The COSS uses both internally and externally developed allocators. The
internally developed allocators used in the cost study are detailed on Schedule

(MTN)-1, starting at page 24. This includes a description of the cost item allocated,
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together with the acronym identifying the particular internal allocator. The internally
developed allocators represent one or more previously allocated cost items. For
example, the PLANT allocator shown on page 24, line 36, is an internally developed
allocator that represents Total Gas Plant in Service, referenced on page 3, line 29.

The external allocators have been developed using data or studies outside of
the cost study. For example, the Company has prepared detailed analyses of service
line and meter investment by customer class. The results of these studies are then
used to attribute the embedded costs contained in the plant accounts to the respective
customer classes.

Once the total Company costs are fully allocated, the assigned costs are
aggregated by customer class to determine the cost to serve that class and to compute the
class rate of return.

What customer classes are used in the Company’s COSS?

The COSS recognizes and allocates the Company’s costs to the following firm
sales and transportation customer classes:

o Residential (Rate R)

o Residential Space Heating (Rate RSH)

o General Service (Rates GG & GVFT)

o Medium Volume General Service (Rates MVG & MVFT)

o Large Volume General Service (Rates LVG & LVFT)

° Large Volume Qualified Fuel Cell Provider (LVG-QFCP-RC)

B Lighting (LTG)

Please describe the underlying basis for the COSS submitted in this case.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Al3.

Q14.

Al4.

Q1s.

AlS.

Witness Normand

The Company used the same cost of service model submitted in PSC Docket No.

12-546 that formed the basis for the rate design in that case. The COSS presented in my

testimony reflects the total Company rate base, revenues, and expenses for the 12

months ended December 31, 2015. The cost of service results represent the Delmarva

Gas Delivery class-allocated results with the supporting Total Company cost details for

these results provided in Company Witness Ziminsky’s Direct Testimony and Schedules.

As I will discuss below these results also reflect the use of weather normalized customer
sales and revenues for the test year.

Adjustments to Accounting Data

What adjustments were made prior to developing the Class COSS?

Several adjustments were made from the Company’s test year per book numbers
that are reflected in the COSS. The customer sales and revenues have been adjusted
from actual to reflect normal weather conditions. Adjustments have been made to reflect
changes in customer contracts, rates, closing, and additions. These customer adjustments
are described in the testimony of Company Witness Santacecilia.

Several additional pre-cost of service adjustments have been made as identified in
the Direct Testimony and Schedules of Company Witness Ziminsky. This includes an
adjustment to remove construction work in process (CWIP), and all revenues and
operating expenses recoverable through the Company’s GCR. Accordingly, the
remaining revenues and expense items contained in the COSS are base rate related.
Please briefly describe the weather normalization process.

Because the Company’s gas sales are extremely weather sensitive, the Company’s

actual monthly gas sales and revenues have been adjusted to reflect normal weather
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patterns. The resulting weather normalized sales and revenues are then used as the basis
for determining revenue requirements, and for developing the class COSS and rate design
proposals. For example, the test year temperature was colder than normal, and the
weather normalization adjustment resulted in pro forma delivered gas sales that are
smaller than the actual gas sales observed in the test year. Therefore, the sales and
revenue allocators reflect normal weather, and mitigate any test year allocation biases
(skews) that may be realized due to abnormal weather patterns. A discussion of the
Company’s weather normalization adjustment, including the results of the analysis, is
provided in the testimony and Schedules of Company Witness Santacecilia.

Allocations
Please describe the major line item allocations contained in the Company’s COSS.

A description of the cost allocation methods for Rate Base, Revenues, and
Operation and Maintenance expense are provided below.

How have you allocated the various rate base components?

Each functionalized rate base component and the associated line-item allocation
factors is detailed on my Schedule (MTN)-1, pages 2 through 6. A description of the cost
allocation method for each major component, starting with gas plant in service, is
provided below.

Please discuss how the Company’s liquefied natural gas (LNG) plant investment
has been allocated.

The LNG facilities have been functionalized to Other Storage Plant, classified as
demand related, and allocated using a demand allocator, DEMSTOR, found on Schedule

(MTN)-1, page 21, line 3. In this case, the DEMSTOR allocator has been developed to



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Q19.

Al9.

Q20.

Witness Normand
reflect a composite of DEMSTORP (pressure support) and DEMSTORS (supply)
allocators which reflect design day demand measures by customer class.

The development of the design day demand contribution by customer class is
discussed in the testimony of Company Witness Collacchi. Specifically, the Company
has estimated the demands for the residential and general gas service customer classes,
and then added the Contract Maximum Daily Quantities (MDQs) for those customers
with MDQs, adjusted for losses, to develop the final system demand estimate. The
MDQs for the interruptible customers have been excluded from this calculation.

How has transmission plant been allocated?

The Transmission plant investment contained in Accounts 365-371, as shown
on Schedule (MTN)-1, page 3, lines 12-21, is a component of the Company’s gas
delivery infrastructure. As shown in my schedule, the majority of this plant
investment is for mains that are categorized as transmission because of their high
operating pressure compared to distribution mains. The Company has retained the
use of the DEMTRAN allocation factor for Transmission plant that is based on the
Commission’s prescribed allocation method. This plant allocator is a composite
factor comprised of design day demand and annual sendout components. In
particular, the DEMTRAN allocator was developed based on an annual sendout load
factor of 25.12%, shown on page 22, line 24. The DEMTRAN allocator factor for
each customer class was then developed using the weighting of the load factor for the
annual sendout component and the remainder 74.88%, for the design day demand
component.

How has distribution plant investment been allocated?
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As shown on Schedule (MTN)-1, page 3, lines 22-35, the vast majority of the
Company’s investment in Distribution Plant (Accounts 374-387) is associated with
Mains, Services, and Meters. The remaining categories of Distribution Plant include
Land and Land Rights, Structures and Improvements, and Measuring and Regulating
Station equipment.

How have distribution mains been allocated?

Distribution main costs (Account 376) have been allocated using the DEMMAIN
allocation factor. This is another plant allocator based on load factor weighted design
day demand and annual sendout components, calculated in a similar manner as described
above. In the development of this allocation factor, the MDQ demands and delivered
quantities associated with the interruptible customers and the large customers served off
the Transmission system have been excluded from the calculation.

How have distribution service line costs (Account 380) been allocated?

The service line is the pipe that extends from the gas main to the customer’s
meter. The Company conducted an analysis of the service line costs by size and type for
each customer class. After removing the service costs associated with the interruptible
customers, the final service cost allocator was then used to assign the embedded costs of
Account 380 - Services to the remaining customer classes.

How were meter costs allocated?

The Company conducted an analysis of gas meters and meter devices to allocate
Accounts 381.0 — Meters; and 381.1 — Meters AMI to the respective customer classes.
Similar to the Service cost analysis, the meter costs for the interruptible customers were

excluded from the final allocator that was then used to allocate the embedded cost of

10
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meters to the remaining customers.
How were the remaining items of distribution plant allocated?

The remaining Distribution plant items, including Land/Land Rights (Account
374), Structures and Improvements (Account 375), and Measuring & Regulafing Station
Equipment (Account 378), have been allocated using the DEMDIST plant allocation
factor. This is another allocator using weighted design day demand and annual sendout
components, consistent with the Commission’s prescribed approach. The plant
associated with the Asset Retirement Obligation shown on the Schedule (MTN)-1, page 2
relates to gas meters and has been allocated using the meter allocator, CUST381.
What are the allocation methods used for the remaining items of plant in service?

The remaining items of plant in service consist of General, Intangible, Common,
and Service Company assets. General plant and Service Company assets were allocated
on Labor. Intangible and Common plant were allocated on the appropriate Labor and
plant allocators. The development of the Labor allocator is detailed on Schedule (MTN)-
1, starting on page 17.

How are the remaining items of Rate Base allocated?

The remaining elements of Rate Base consist of the following: the Depreciation
Reserve, Materials & Supplies, Prepayments, Cash Working Capital, Customer Advances
& Deposits, Deferred State and Federal Taxes, and Accumulated Investment Tax Credit.
These Rate Base items are detailed in Schedule (MTN)-1, starting'at page 4. Each Rate
Base item has been functionalized and directly assigned or allocated using an appropriate
factor. For example, the Depreciation Reserve has been allocated on the corresponding

plant accounts.

11
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The gas storage inventory costs, shown on page 5, line 10, have been allocated to
the sales customer classes using the ESTOR allocator. This allocator is based on the total
winter sendout for the five months November through March less a total winter base
sendout component.

Also, as described in the Direct Testimony of Company Witness Ziminsky, a
Lead/Lag analysis was conducted to determine Cash Working Capital (CWC). The
individual components of CWC are detailed in the cost study and assigned using
appropriate allocators. The Company has also computed the Deferred Federal and State
Income taxes, as detailed on page 6 of the cost study.

How were revenues assigned?

The Company’s total weather normalized revenues have been directly assigned to
the respective customer classes, as detailed in the Direct Testimony and Schedules of
Company Witness Santacecilia. The major components of Other Operating Revenues
have been assigned as follows: (1) Late Payment Revenue has been allocated on
uncollectibles; (2) Other Revenue Rent has been allocated on Plant.

How are O&M expenses allocated?

The Operation and Maintenance expenses are allocated to the customer classes
using methods that most closely match cost causation. For example, Account 892,
Maintenance of Services, is assigned based on the plant allocator reflecting the
Company’s investment in service lines. LNG, Transmission, and Distribution O&M
expenses are allocated to the customer classes primarily using the corresponding plant
allocations. Load dispatching expenses (Accounts 851 & 871) are allocated using

weighted design day demand and annual sendout components.

12
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Meter reading expenses (Account 902) were allocated to the respective customer
claslses based on a separate analysis of meter reading expenses. A separate analysis was
also conducted to allocate Customer Records and Collection Expenses (Account 903).
Finally, Uncollectible Accounts expense (Account 904) was allocated based on write-offs
by customer class.

How are administrative and general (A&G) costs allocated?

The A&G costs were allocated to each customer class based upon the applicable
Labor, Plant, or Revenue allocator. For example, Property Insurance was allocated on
Plant, and Employee Pensions and Benefits follow the allocation of Labor. Regulatory
Commission expense was apportioned to the customer classes based on a Revenue
allocator.

Please describe how the remaining operating expenses were allocated.

The remaining operating expenses consist of Depreciation and Amortization
expenses, Taxes Other Than Income Taxes, Net ITC adjustment, AFUDC, Interest on
Customer Deposits, and Federal and State Income Taxes. The line-item allocation of
each of these remaining operating expenses is shown in Schedule (MTN)-1, starting at
page 12. These schedules include the details of the applicable Federal and State
income taxes.

Summary of Results

Have you prepared a summary of the results of the Company’s COSS?
Yes, the summary results for the Company’s class COSS expressed as Rates of
Return, and Relative Rates of Return, are provided in Schedule (MTN)-3.

Does this conclude your Direct Testimony?

13
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Q1.

Al.

Q2.

A2.

Q3.

A3.

Delmarva (MCS)
DELMARVA POWER & LIGHT COMPANY
BEFORE THE
DELAWARE PUBLIC SERVICE COMMISSION
GAS DIRECT TESTIMONY OF MARLENE C. SANTACECILIA
DOCKET NO. __
Please state your name and position.

My name is Marlene C. Santacecilia. I am a Senior Regulatory Affairs
Coordinator in the Rate Economics Department of Pepco Holdings, an Exelon
Company. 1 am testifying on behalf of Delmarva Power & Light Company
(Delmarva Power or the Company). This testimony was prepared by me or under my
direct supervision and control. My testimony relies upon Company records, public
documents and my personal knowledge and experience.

What are your responsibilities in your role as Senior Regulatory Affairs
Coordinator?

I am responsible for the design and administration of electric and gas rates for the
Delmarva Power jurisdictions of Pepco Holdings.

Please state your educational background and professional experience.

I received a Bachelor of Science degree in Economics from the University of
Delaware. I received a J.D. from Widener School of Law and I am a licensed
member of the Delaware bar. In 1987, I began my career as an economic analyst for
NERA and later for Capital Economics, an affiliate of Howrey and Simon
specializing in economics. From 1990 through 1997, I was employed by Delmarva
Power as an analyst in the Regulatory Practice department. In March 2011, I joined

PHI as a Senior Analyst in the Rate Economics Department. I assumed my current

position in April 2013.
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Q4. What is the purpose of your Direct Testimony?

A4.  The purpose of my Direct Testimony is to:

1. Provide the rate design supporting the Company's proposed increase in gas delivery
revenue in the amount of $21.5 million, as recommended in the Direct Testimony of
Company Witness Ziminsky. The proposed rate design incorporates the results from
the Class Cost of Service Study (CCOSS), as contained in the Direct Testimony of
Company Witness Normand.

2. Provide support for certain Rate Making Adjustments referenced in the Direct Testimony
of Company Witness Ziminsky.

3. Provide a description of proposed tariff language changes to the Delmarva Delaware
Tariff for Gas Service.

4. Provide proposed rates and tariff revisions supporting the Company’s proposed interim
gas delivery rate increase of $2.5 million.

DELIVERY RATE DESIGN

Q5. What guided your proposed modifications to the Company’s delivery rates?

AS. The major goal or objective of any modifications proposed for the delivery rates
structure are to provide retail delivery rates which are reflective of the underlying
costs to provide delivery service. Rates which accurately reflect underlying costs
necessarily provide a greater degree of fairness with respect to the amount each
customer pays for delivery service.

Q6. How do you propose to modify delivery rates to better reflect the underlying

costs of providing delivery service?
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The design of delivery rates which accurately reflect costs can be evaluated by the
degree to which the rate structure meets two major criteria. The first criterion
involves the extent to which rates for customers in a given service classification fully
recover the delivery costs allocated to that class. The next criterion involves the
extent to which the rate structure for a service classification accurately reflects the
functionalized costs associated with providing delivery service to that class.

One way to illustrate the success of achieving the first criterion is the Unitized
Rate of Return (UROR). The UROR is a simple ratio which relates the relative return
from each service classification to the overall return from the entire system, i.e., all
service classifications taken together. A UROR greater than 1.0 means that the
service classification is providing a greater than average return; while a UROR less
than 1.0 means that the service classification is providing less than the average return
for the entire system. Movement of all service classification URORs to 1.0 in a
single rate change may require significant shifts in allocation of revenue requirements
between service classifications and, consequently, could have large inter-class rate
impacts. Therefore, customer impact should be considered as a balancing factor in
any effort to achieve the goal of setting all service classification URORs at unity.

To balance both the UROR goal and any concerns involving customer impacts,
the Company is suggesting the revenue requirement be allocated so all rate classes
move closer to a UROR of 1.0 without giving any class an increase that is more than
5 percentage points above the system average increase. The results of the allocation
of the proposed delivery revenue requirement are provided on page 1 of Schedule

(MCS)-1.
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How do you propose to design delivery rates to better reflect functionalized
costs?

As previously noted, the next criterion for evaluating whether rates accurately
reflect underlying costs involves the extent to which the rate structure for a specific
service classification accurately reflects the functionalized costs associated with
providing delivery service to that class. Delivery costs can be functionalized into two
major categories: customer costs and demand costs. Customer costs include such
components as metering, billing and customer care. The basis for these costs is
primarily driven by the number of customers served.

The second major category, demand costs, relates to the infrastructure costs
associated with the safe and reliable delivery of gas. This category includes pipes,
valves and pressure regulation equipment, as well as equipment for system protection
and control. The underlying cost basis for this category of costs is the maximum load
or demand that must be served at any given time, by any component on the system.

One feature that both of these categories have in common is that they are both
essentially fixed costs and are not dependent on the level of customer energy
consumption. Delivery rates that accurately reflect cost causation would, therefore,
be designed with a customer charge component and a demand component which
recognizes the customer’s contribution to the overall load which the delivery system
is designed to serve.

For larger gas customers, specifically those taking service under service
classifications Medium Volume Gas (MVG) and Large Volume Gas (LVG), and the

corresponding Medium and large volume firm gas transportation service
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classifications (MVFT and LVFT), the gas delivery rate structure already reflects this
cost causation standard. The rate design for these service classifications includes a
customer charge and a charge for a contract level of gas demand, referred to as
Maximum Daily Quantity (MDQ).

The COSS results that inform the revenue allocation by component within each
Service Classification is provided on page 2 of Schedule (MCS)-1.

GAS DELIVERY RATE DESIGN
Please describe any gas rate structure changes that are being proposed.

For customers taking service under service classifications R (Residential), RGH
(Residential Space Heating) and GG (General Gas), the appropriate gas delivery rate
structure would also reflect this cost causation principle. A strictly cost based rate
structure would consist of two parts, a customer-related charge and a demand-related
charge. In order to develop a demand related charge, the Company would have to
estimate the customers’ MDQs. At this time, the appropriate MDQ data is not
available and the Company proposes to maintain the current rate structure consisting
of a customer charge and a commodity charge.

The Company is proposing moving the R, RSH and GG customer charge toward
more fully collecting costs functionalized in the COSS as customer related. |
Additionally, the current declining block commodity charge effective for the General
Gas and General Volume Firm Transportation Service is being changed to a flat
commodity charge to continue to move that rate toward a structure that more properly
aligns with delivery rate cost causation. Work papers detailing the development of the

proposed rates are provided beginning on page3 of Schedule (MCS)-1.



10

11

12

13

14

15

16

17

18

19

20

21

22

Q9.

A9.

Q10.

A10.

Witness Santacecilia

Has the Company performed a billing comparison for the overall proposed rate
changes?

Yes. Schedule (MCS)-2 highlights the average residential monthly winter usage
per customer of 120 CCF. A typical residential customer using an average of 120
CCF in a winter month would see a bill increase of $13.55 or 10.4%, from $129.67 to
$143.22. Should the Commission exercise its discretion to suspend the proposed
increase in base rates, the Company intends to place the full proposed rates into effect
on December 17, 2016, subject to refund.

RATE MAKING ADJUSTMENTS
Please explain the Rate Making Adjustments referenced in the Direct Testimony
of Company Witness Ziminsky.

Rate-making or Pre-Cost adjustments are sometimes necessary so that the
CCOSS class returns allocating the revenue requirement are aligned with the billing
determinants used for rate design. In order to be assured that the delivery rate design
billing determinants used to calculate the proposed rates fairly represent the present
delivery revenues, those “as billed” delivery revenues must be reconciled with the
reported total revenues for the Company. Additionally those “as billed” billing
determinants should be adjusted for any known and measurable changes that are
likely to occur in the rate effective period. These adjustments can be broken into two
types: (1) Unbundling or separating revenues which are included in Total Delivery
Revenues but are associated with charges that are not subject to the base rate increase

sought in this proceeding and (2) adjusting revenues to reflect known and measurable
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changes to the test year billing determinants so that they are more representative of
the billing determinants likely to be seen in the rate effective period.

Please explain the process of unbundling and the ratemaking adjustments
that are associated with this process.

Initially, “unbundling” involves separating the revenue associated with the
base delivery rates from the total delivery revenues. Using the billing system data,
the delivery revenues collected from the tariffed delivery rates are found by removing
revenues associated with the following charges:

e Environmental Surcharge Rider:

e Utility Facility Relocation Charge;

e Utility Tax and Wilmington Franchise Tax collections;
e Transportation Balancing Fee; and

e Bill Frequency Adjustment.

Please explain these adjustments in more detail.

The first four revenue adjustments are the summation of all the billing system
revenues for a particular non-base rate charge or tax by rate class. Those revenues are
then subtracted from total delivery revenues to yield unbundled or delivery base rate
revenues. These revenues are “as billed” and should equal the revenues collected
when the tariffed delivery rates are applied to the test period billing determinants. A
bill frequency adjustment is made to account for any minor inconsistencies in the
revenues so that the billing determinants to be used in rate design yield a revenue
amount that reconciles to the revenues that the billing system has identified as

delivery revenue.
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What known and measurable changes to the billing determinants were identified
that allow billing determinants to be more representative of the rate effective
period?
In this filing, the Company is using a test period ending December 31, 2015.

Any known and measurable changes that will affect the rate effective period need to
be reflected in the billing determinants and, consequently, reflected in revenues and
include the following:

e Maximum Daily Quantity (MDQ) Annualization;

e Customer Migration Annualization;

e Year-End Rate Annualization; and

e Weather Normalization.
Please explain the Maximum Daily Quantity Adjustment.

Over time, customers may set a new contract MDQ that then becomes their billing
MDQ for some time into the future. This adjustment reflects those adjusted billing
determinants and their revenue effect during the test year.

Please explain the Customer Migration/New Customer Annualization
Adjustment.

A customer recently was added to the LVFT Class and an adjustment was made to
reflect that customer’s usage as if they were operating within the test year.
Additionally, another large customer went off the system and billing determinants
were decreased to reflect this change.

Please explain the Year-End Annualization Adjustment.
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There was a gas base delivery rate change during the test year. Gas rates were
increased in September to reflect the final phase-in of the Gas IMU costs as ordered
in Docket No. 12-546. In order to appropriately reflect the revenue level of the
currently effective gas delivery base rates, a revenue adjustment that annualizes that
intra - test year change has been made.

Please explain the Weather Normalization Adjustments.

The Company uses a rolling 30-year normal weather calculation. This calculation
is based on temperatures recorded by the National Oceanic and Atmospheric
Administration (NOAA) at their Wilmington, Delaware site. Gas commodity sales
billing determinants for residential and small commercial classes of customers were
weather normalized as is consistent with previous filings.

What are the weather normalization factors that were used in these
calculations?

The Company estimates Weather Normalization Factors that measure the increase
in gas consumption that is associated with a change in Heating Degree Days (HDD).
The Weather Normalization Factors are calculated on an average per customer basis
and are determined using data from the Delmarva gas sales model that is used in
annual planning and budgeting for applications involving the forecasting of related
gas sales, and in estimating the impact of weather on sales. This sales model is
developed, maintained and used by the Company’s Economics and Forecasting
Department.

What weather normalization adjustments to sales have been prepared?
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Adjustments to test year 2015 sales by month and revenue class were calculated
to reflect the impact on gas sales associated with the difference between actual 2015
weather and 30 year normal weather. The revenues calculated for this and all the
Rate-making Adjustments are contained in Schedule (MCS)-3.

TARIFF LANGUAGE CHANGES
Please describe the proposed language modifications to the tariff?

A matrix summarizing the proposed changes is provided as Schedule (MCS)-4
and includes the revised tariff sheets, provided in clean and redline format in the
Appendix included in the Application Book of this filing.

Are you proposing any gas tariff changes?

There are a number of changes being proposed to the Gas Service Tariff by the
Company. In addition to adding a definition section to aid in the readability and
consistency of the tariff, there are several other changes that reflect necessary
clarifications of current procedures and policies. These changes are further explained

in Company Witness Collacchi’s direct testimony.

Q22: Please describe the effect of the proposed Seasonal reconnection Charge.

A22:

As shown in the table included here, the seasonal reconnection would collect
revenues that would otherwise be collected through the customer charge. In order to
reflect these new revenues, I have deducted them from the revenue requirement for
the residential class as if the tariff provision had been in effect during the test year
and assuming the 390 customers who fit the criteria would have paid to reconnect.

This adjustment can be seen on page 3 on Schedule (MCS)-1.

10
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Seasonal Reconnection Fee |
Revenue in 2015 Customer Charge Revenue
Number of Seasonal Approximate Current Proposed
Customers | Reconnection Months Customer Customer
in 2015 Charge Disconnected  Charge Charge
Data 390 3 75.00 6| % 1152| § 17.58
2015 Test
Year
Revenues $ 29,250.00 $26,956.80 | $ 41,137.20

Customers would either pay the reconnection charge or pay a customer charge for those

Q23.

A23.

Q24.

A24,

months that they would now be connected.

INTERIM RATE INCREASE
Is the Company seeking to implement an Interim Rate Increase?

Yes. In the event the Commission exercises its discretion to suspend the proposed
increase in base rates for a period not greater than seven months, the Company
intends to place in effect, subject to refund, gas delivery rates designed to produce
annual increases in test period revenue of $2,500,000 effective July 16, 2016,
pursuant to 26 Del. C. § 306(c).

Please describe how the Interim Rates were developed.

The interim rates were developed using the existing rate structure of each service
classification and using the interim base revenue increase of $2,500,000 to achieve an
equal percentage increase to total delivery revenue of 2.9% for each gas service
classification. The increase is based on annualized revenue using test year billing
determinants excluding adjustments. The Company proposes to increase each gas
delivery rate component by the proposed percentage revenue increase of 2.9%. Work
papers providing the development of the interim rates are provided as Schedule
(MCS)-5. Tariff sheets reflecting the interim rates are included as Appendix B in the

Application book.

11
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What is the impact of the Company’s Interim Rates on the customer’s bills?
Attached to this testimony as Schedule (MCS)-6 are typical billing comparisons
for the interim increase. With the proposed interim base rate increase, on July 16,
2016, a typical gas residential customer using an average of 120 CCF in a winter
month would see a bill increase of $1.90 or 1.5%, from $129.67 to $131.57.
Are you supporting any Minimum Filing Requirements (MFR)?
Yes, I am supporting the following MFRs:
Schedule D
Schedule 3A (with Company Witness Ziminsky)
Does this conclude your Direct Testimony?

Yes, it does.

12



Delmarva Power - Delaware Gas Gas Schedule (MCS)-1

Development of Proposed Gas Delivery Rates - May 2016 Filing Page1of4
Rate Class Allocation of Delivery Revenue Requirements
TABLE1 Allocation of Operating Income Based on Per Books Cost of Service Study Results
RESIDENTIAL AND
TOTAL DELAWARE RESIDENTIAL SPACE MEDIUM VOLUME LARGE VOLUME  LARGE VOLUME -  LIGHTING
RETAIL HEATING GENERAL SERVICE SERVICE SERVICE QFCP SERVICE
Operating Income $ 16,870,452 $ 8,670,381 5,749,291 1,325,601 1,016,083 109,037 58
Delivery Rate Base $ 319,673,089 $ 213,601,789 73,835,238 12,507,456 18,067,489 1,658,974 2,143
ROR 5.28% 4.06% 7.79% 10.60% 5.62% 6.57% 2.70%
Unitized ROR 1.00 0.77 1.48 201 1.07 1.25 0.51
Pro Forma Operating Income $ 13,522,102 3 6,949,534 § 4,608,205 $ 1,062,504 § 0814417 § 87,396 $ 46
Adjusted Net Rate Base $ 362,377,132 $ 242,136,128 $ 83,698,637 $ 14,178,285 $§ 20,481,063 § 1,880,591 $ 2,429
ROR 3.73% 2.87% 5.51% 7.49% 3.98% 4.65% 1.91%
Unitized ROR 1.00 0.77 148 2.01 1.07 1.25 0.51
Revenue Requirement Schedule: (JCZ)-2 $ 21,475,979
Operating Income Deficiency: Schedule (JCZ)-2 3 12,532,814
ROR: Schedule (JCZ)-2 7.19%
TABLE 2 Proposed Revenue Allocation
RESIDENTIAL AND
TOTAL DELAWARE RESIDENTIAL SPACE MEDIUM VOLUME LARGE VOLUME  LARGEVOLUME-  LIGHTING
RETAIL HEATING GENERAL SERVICE SERVICE SERVICE QFCP SERVICE
UROR Adjustment Factor 040 0.40 0.35 1.00 0.35 1.00
Target UROR 0.86 1.29 1.66 1.00 116 1,00
ROR 7.19% 6.19% 9.24% 11.94% 7.19% 8.34% 7.19%
Incremental Income $ 12,532,814 S 8,048,682 S 3,126,530 $ 629,915 § 658,172 $ 69,388 S 128
4.81% 7.69% 10.09% 5.85% 6.80% 4.99%
24.94%
Incremental Income s 12,532,814 $ 8,048,682 $ 3,126,530 § 629915 $ 650,172 $ 69,388 § 128
Revenue Conversion Factor: Schedule (JCZ)-2 1.71358
Revenue Requirement % 21,475,980 $ 13,792,060 $ 5,357,559 $ 1,079,410 § 1,127,830 $ 118902 $ 220
Final ROR 7.19% 6.19% 9.24% 11.94% 7.19% 8.34% 7.19%
Final Unitized ROR 1.00 0.86 1.29 1.66 1.00 1.16 1.00
Annualized Current Delivery Revenues s 86,116,680 $ 55,091,544 $ 22,006,959 $ 4,097,894 §$ 4,375,622 $ 543,720 §$ 941
Revenue Change ($) $ 21,475,980 3 13,792,060 § 5,357,559 § 1,079410 _§ 1,127,830 _§ 118902 § 220
Proposed Revenue g 107,592,660 $ 68,883,604 3 27,364,518 § 5177304 § 5,503,452 § 662,621 § 1.161
Revenue Change based on Annualized Current
Revenue (%) 24.94% 25.03% 24.34% 26.34% 25.78% 21.87% 23.37%
MFR: Actual Delivery Revenues $ 87,376,881 $ 55,152,450 § 23,666,627 $ 4,381,326 $ 3,573,653 $ 601,882 $ 942
GCR Revenues ($) s 74,521,568 s 44,291,199 § 22,563,167 § 230,724 § 968,854 $ 6,466,557 § 1,068
Total Test Year Revenues $ 161,898,449 3 99443649 $ 46,229,794 $ 4612051 § 4542507 § 7068439 § 2,010
Revenue change based on Total Revenues (%) 13.3% 13.9% 11.6% 23.4% 24.8% 1.7% 10.9%



Delmarva Power - Delaware Gas~  ~ i
Development of Proposed Gas Dellvery Rates - May 2016 Fillng
Rate Class Allocation of Delivery Revenue Requlrements
Component Allocations - CO5S

Customer Charge Allozation - COS5 %
Demand Charge Allocatian - COSS %
Commodity Charge Allocation - COS5 %

Customer Charge - Revenue Allocation
Demand Charge - Revenue Allocation
CommodIty Charge - Revenue Allocation
Annualized Current Dellvery Revenue
Target Change ($)

Proposed Revenue

Rate Detlgn Revenue

Gas Schedule (MCS)-1

PageZofd

LARGE

TOTAL RESIDENTIAL + MEDIUM LARGE VOLUME

Delaware RESIDENTIAL GENERAL VOLUME VOLUME UGHTING arcp

RETAIL SPACE HEATING SERVICE SERVICE SERVICE SERVICE SERVICE

47.63% 57.55% 33.19% 1BA% 4.70% 75.17% 11.08%

45.77% 37.04% 5EA1% 78.07% 84.64% 19.20% 59.11%

5.59% 5.40% BA0N 8.72% 10.66% 5.63% 29.80r%

$ 9,924,948 $ 7.937,603 5 1,778,392 35 142,598 5 53,014 165 5 13,176

$ 10,105,903  § 5,109,082 § 3129181 § 842,705 § 954,604 a2 5 70,289

s 1,445,128 5 745375 % 449,986 5 84,106 § 120,212 12 5 35,437

s 86,116,680  § 55091544 § 22,006,959 § 4,097,894 5 4,375,622 941 $ 543,720

$ 21,475,980 3 13,792,060 $ 5,357,559 § 1079410 § 1,127,830 20 § 118,902
25.17%

§ 107,592,660 $ 68883604 § 27,364,518 § 5,177,304 § 5,503,452 L1610 5 662,621

$ 107,592,660 5 68,383,608 § 27,364,518 & 5177308 § 5,503,452 1161 $ 662,621

5 5 ] H $ 0



Delmarva Power - Delaware Gas
Development of Proposed Gas Dellvery Rates - May 2016 Flling
Firm Service Rate Design

Residential Gas Service Rate Deslgn

Full Cost Customer Charge

Total Revenue Requirements 5 68,383,604 Allocation 39,643,873
Reconnection Charge Revenue
Test Year
Billing Existing Existing
Rate Element Daterminants Rate Revenue
Customer Charge (5/month) 1419277 % 1152 § 16,350,071
First 50 CCF Commodity Rate 41,783,911 § 0507390 $ 21,200,739
Winter Over 50 CCF Commodity Rate 43,082,809 S 0.407140 _$ 17,540,735
Reconnection Charge Revenue
Total 84,866,720 $ 55,091,544
Average ($/ccf) 1 064915
General Gas {(GG) Service Rate Design
General Volume Flrm Transportation (GVFT) Service Full Cost Customer Charge
Total $ 27,364,518 Altacation 9,083,396
Test Year
Bllling Existing Existing
Rate Element Determinants Rate Revenue
Customer Charge ($ per month)
GG 113,799 §$ 3472 3% 3,951,101
GVFT 1,087 $ 12098 _$ 131,505
$ 4,082,607
First 750 CCF Commodity Rate 23,062,316 $ 042149 5 9,720,535
Over 750 CCF Commodity Rate 26,057,926 & 0.31483 § 8,203,817
Commedity Rate (5/cch
$ 17,924,352
Average ($/ccf) 49,120,241 $ 0.36491
Total $ 22,006,959
$ 0,44802

Medium Volume Gas (MVG) Service Rate Design
Medlum Volume Firm Transportation (MVFT) Service

Full Cost Cuslomer Charge

Total 5,177,304 Allocation 683,958
Full Cout emand
Allseation $ 4,041,971
Test Year
Billing Existing Exlisting
Rate Element Determinants Rate Revenue
MVG
Customer Charge ($ per month} 163 § 681,20 & 111,036
Demand MDQ MCF Rate 37,668 5 16.142 & 608,037
Commeodity MCF Rate 243,966 5 051796 _$ 126,365
845,437
Average ($/ccf) -3 3.4654
MVFT
Customer Charge ($ per month) 518 5 757.40 % 392,333
Demand MDQ MCF Rate 130,056 % 16142 % 2,099,364
Commodity MCF Rate 1,468,762 5 0.51796 _$ 760,760
$ 3,252,457
Average ($/ccf) % 2.2144
Total S 4,097,894
Customer Charge Differential s 75.00

Large Volume Gas {LVG) Service Rate Deslgn
Large Volume Firm Transportation (LVFT) Service

Full Cost Customer Charge

Total 5,503,452 Allocation $ 258,693
Full Cost Demand
Allocation $ 4,658,165
Test Year
Bllling ExIsting Existing
Rate Element Determinants Rate Revenun
LVG
Customer Charge {$ per month) 12 5 1,020.84 § 12,250
Demand MDQ MCF Rate 10,104 5 9940 5 100,434
Commedity MCF Rate 65,841 5 012453 $ 8,199
$ 120,883
Average ($/ccf) s
LVFT
Customer Charge {5 per month) 167 & 1,097.04 $ 183,206
Demand MDQ MCF Rate 364,744 5 9,940 $ 3,625,555
Commodity MCF Rate 3,581,291 5 012453 _§ 445,978
$ 4,254,739
Average {$/ccf] 5 1.1880
Tota! S 4,375,622
Gas LIghting Sales Service {GL) Rate Design
Total 1,161
Test Year
Bllling Existing Existing
Rate Element Determinants Rate Revenue
Custormer Charge (5 per month) 132§ 713 5§ 941
Total $ 941

Gas Schedule (MCS)-1

Page 3 of 4
Customer Charge
Allocatlon - Mitigation & 24,495,857 50%
29,250
5 44,358,498
Test Year
Billing Proposed Proposed
Daterminants Rate Revanue
1419277 & 1726 § 24495857
41,783,911 $ 058096 § 24,274,578
43,082,809 $ 046617 § 20,083,920
S 29,250
§ 68883604
Customer Charge
Allocation - Mitigation & 6,123,210 50%
21,240,608
Test Year
Proposed Proposed
Rate Revanue
113,799 § 5208 $ 5,926,652
1,087 $ 18147 S 197,258
$ 6,123,910
49,120,241 § 043242 3 21,240,608
27,364,518
Customer Charge
Allocatlon - Mitigation ~ $ 683,958 100%
Demand Charge
Allocatlon - Mitigation % 3,519,621 30%
commodity Remalnder & 973,724
Test Year
Proposed Proposed
Rate Revenue
5 947,30 § 154,409 39.06%
5 20985 § 790,448 30,00%
5 056852 _$ 138,700 9.76%
§ 1,083,557
5 1,02230 § 529,549 34.97%
5 20985 $ 2,729,173 30.00%
5 056852 _$ 835,024 9.76%
§ 4,093,746
s 5,177,304 26.34%
Customer Charge
Allacation - Mitigation 5 258,693 100%
Demand Charge
Allocation - Mitlgation % 4,658,165 100%
Commodity Remalnder 5 586,594
Test Year
Proposed Proposed
Rate Revenue
& 1,37524 5 16,503 34.72%
L3 12427 5 125,560 25.02%
5 0.16084 _§ 10,590 29,16%
$ 152,653
5 145024 § 242,190 32.20%
% 12427 S 4,532,604 25.02%
& 0.16084 _$ 576,005 29.16%
B 5,350,793
$ 5,503,452 25.78%
Test Year
Proposed Proposed
Rate Hevenue
$ B8R0 5 1,161 23.37%

$ 1,161

49.82%

14.50%
14.50%

50.00%
50.00%

8.73%



Delmarva Power - Delaware Gas

Development of Proposed Gas Delivery Rates - May 2016 Filing

Large Volume Gas - Qualified Fuel Call Provider (LVG - QFCP) Service Rate Design

Gas Schedule (MCS)-1

Total $ 662,621
Test Year Test Year
Billing Existing Existing Proposed  Proposed
Rate Element Determinants Rate Revenue Rate Revenue
LVG-QFCP
Customer Charge (S per month) 24§ 1,097.04 S 26,329 $ 1,450.24 $ 34,806
Demand MDQ MCF Rate 74,256 $ 6.96766 S 517,391 S 8.45474 S 627,815
market-based market-
Commodity MCF Rate 16,593,190 rate based rate
Total S 543,720 S 662,621
Average ($/ccf) S 0.0328
Medium Volume Interuptible Transportation {(MVIT) Service
Large Volume Interuptible Transportation (LVIT) Service
Total Test Year Collected $ 660,630
Total Test Year Increase $ 693,477 Subject 80:20 Split With GCR
Test Year Test Year
Billing Existing Existing Proposed  Proposed
Rate Element Determinants Rate Revenue Rate Revenue
MVIT
Customer Charge ($ per month) 60 $ 757.40 S 45,444 $ 1,02230 $ 61,338
Commodity (MCF Rate - Option 1) 194,256 S 130 § 252,533 S 1.30 §$ 252,533
Commodity (MCF Rate - Option 2) 34,174 $ 327 § 111,749 S 3.27 § 111,749
Commodity (MCF Rate - Option 3) -
S 409,726 S 425,620
Commodity (MCF Rate - Option 3) NA
Total MCF 228,430
LvIT
Customer Charge ($ per month) 48 S 1,097.04 S 52,658 $ 1,450.24 $ 69,612
Commodity (MCF Rate - Option 1)
First 5000 MCF 101,176 $ 130 $ 131,529 S 1.30 §$ 131,529
QOver 5000 MCF 92,624 §$ 036 S 33,345 S 036 S 33,345
Commaodity (MCF Rate - Option 2) 33,373 § 1.00 § 33,373 S 1.00 $ 33,373
S 250,904 S 267,858
Total MCF 227,173 ) 660,630 S 693,477
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Gas Schedule (MCS)-3
Pagelofl
Delawara Gas May 2016 Filing
Delaware Gas Revenue Unbundling
Year ending December 2015

1 Sum of Total Dellvery Rate
o fechh | Outvery Chargs By As Billed Revenues Difference
Core Sales 1% ] 15 181
Residential 3,063,909 $ 3,647,451 $ 3,620,394 $ 2,861,725 758,669
Resldentlal Space Heating E2176984 51,504,990 51104301 5 SLETICRY 767,
35,100,883 55,152,450 54724585 3 £4733.817 (8.2
Gas Lights 1,980 § 942 § - $ 8 S - $ = $ 934 § 935 0}
General Gas Sales 41,624,947 $ 20,923,676 § 51,196 § 103276 $ -8 1,501,383 $ 19,267,820
General Volume Firm Gas
Transgortation 7657230 % 174295 % a4 % 15865 S 281E 5 B5ER § 206210
GG Total 49,282.177 10,556,627 0,821 s wHs § 1587018 1187808 § 21,884,757 {10,726}
Medium Volume Gas Sales 2,439,660 $ 936312 $ 2,081 $ 6774 $ -8 77837 % 848,719
Madium Volume Firm Gos
Transportation 14E87.630 3 14 14 40,701 311,880 4
MV Total 17127280 43813 10,395 35,341 4001 § wsnr 40053 § 4,075,968 14,604
Large Volume Gas . . - - . $ - = £ = [}
Large Volume Firm Gas
Transportation 35,030,260 § 3,573,653 $ 41,918 $ 33,180 $ 213477 $ 111,081 $ 3,173,996 $ 3,172,824 1173
up LVIT 531560 % 37590 3 37650 § 37,650 =
LVFT w/o UD LVIT - Contract a0 § 1,535,963 5 3136306 5 3135138 § 1173
Large Volume Gas - QFCP-RC 16,595,190 50, £ 39 11,183 4,537 539896 1 15
LV Total 1523450 5 4175535 3 62,784 5 FERTCRE LAEH 5 135619 5 3713893 § NI S 1,188
Subtotal Firm - Including LVG-
Qrep 203,225,780 $ 87,376,881 $ 248,154 $ 494551 $ 288,159 § 1,941,901 $ 84,404,025 $ 84,408,182 $ (8,157}
Non-Core Seles .
Medium Volume interruptibie
Gas Transportation 2,284,300 $ 432,507
Large Volume Interruptible Gas
Transportation 31170 5 257,401
4556030 5 719,609
Total 207,781,810 $ 88,096,789
MVIT/LVIT 20% - 80% reallocated to GCR % 81,881
$ 50,107
$ 131,988
Total with MVIT/LVIT (80/20)
reallocated to GCR {MCF) H 87,508,869
Control Sheet Total 207,781,810 § 87,508,868 $ 87,508,869
Difference S fo)
Gas Revenua Ad) s
“Bil Feequensy” Yeur End MDQ Year End Weather Weathet LVFT Customer LVFT Customar Bllling
; As Billed Revenues e MOQ Adk 1 Revenuies Migration Determinsnts
Difyrsace 3 Revenues Adjestment Adjustrment i
151 41} [ (1] (] (5] 151 111 51
Residential $ 2,861,725 $ 2,861,725 5 LEE0ETE S (1051 5 286LTIS $ 2,860,674
Residential Space Heating 5 5137081 3 51,872,093 $1,837 288 24, 51,872,00 51,827,208
Residentlal Total % 9223 § TR I SaTILELT S - § 54657981 5 (45,8561 5 54,733,817 & - § 54,687,961
Gas Lights £ 0% 935 $ 535 § - 8 935 § - % 935 § T 935
General Gas Sales
General Volume Firm Gas
Transportation
General Gas Total 5 10726 $ 21,084,757 $ 21,884,757 § - 8 21,843,249 § (41,508) $ 21,884,757 § - % 21,843,249
Medium Volume Gas Saler
Medlum Volume Flrm Gas
Transportation
Medium Volume Gas Total s {14,604) $ 4,075,968 % 4,068,745 $ {7,223) § 4,075,968 $ $ 4,075,968 $ 4,088,745
Large Volume Gas 5 -8 - % ol -8 - $ $ 120029 % 120029 $ 120,028
Large Volume Firm Gas
Transportation 4 {1173} § 3135134 ¢ 2,900,821 % (234,313) $ 3135134 % - % 4,459,528 § 1,324,394 $ 4,225,215
LVIT portion $ 37,690 % 376% § -8 37690 % - % 37690 % -8 37,650
Large Volume Gas - QFCP-RC L ] {15) $ 539,881 § 539,881 $ -8 539,881 $ - % 539,881 5 -8 539,881
Subtotal Firm - Including LVG-
QFcp 5 4157 $ 84,408,182 $ 84,166,646 $ (241,536) § 84320818 § {87,364) $ 85,852,604 § 1,444,423 $ 85,523,705
End Ra Ftw Adjuited Mate
(] (] [[7]
Residential $ 2,881,861 $ 2,881,861
Residential Space Heating $ 52,209,684 S 52,000,684
Residential Total $ 55,091,544 § 403,583 $ 55,001,544
Gas Lights 3 931§ 6§ 941
General Gas Sales
General Volume Firm Ga
Transportation
General Gas Total $ 22,006,959 $ 163,710 § 22,006,959
Medlum Voluma Gas Seles
Medium Volume Flrm Gas
Transportation
Mysdium Volume Gas Total 3 4,097,884 $ 29,148 % 4,097,394
Large Volume Gas 5 120883 $ 854 5 120,883
Large Volume Flrm Gas
Transportation 5 4254739 § 29524 % 4,254,739
LVIT portion 5 37690 § - 5 37,690
Largn Velume Gas « OFCF-AC 5 543720 $ 3,898 % 543,720
Subtotal Firm $ 86,154,371 § 630,666 $ 86,154,371

Subtotal Flirm excluding LVIT
portion $ 86,116,680
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Delmarva Power - Delaware Gas

Gas Schedule {MCS)-5

Development of Interim Gas Delivery Rates - May 2016 Flling Page 2 of 3
Core Sales Rate Design
Resldential Gas Service Rate Design
Total Revenue Requlrements $ 56,690,873
Test Year Test Year
Billing Existing Existing Billing Proposed Proposed
Rate Element Determinants Rate R Determinants Rate Revenue
Customer Charge (5/month]) 1419277 S 1152 % 16,350,071 1,419,277 % 1185 $ 16,818,432
First 50 CCF Commodity Rate 41,783,911 $ 0.5073%0 $ 21,200,739 41,783,911 $ 0.52212 $ 21,816,216
Winter Over 50 CCF Commcodity Rate 43,082,809 $ 0.407140 $ 17,540,735 43,082,809 $ 0.41896 S 18,045,974
Total 84,866,720 $ 55,091,544 $ 56,684,622
Average {$/ccf) s 0.64915
General Gas [GG) Service Rate Design
General Volume Firm Transportation (GVFT) Service
Total Revenue Requirements 22,645,829
Test Year Test Year
Billing Existing Existing Bllling Proposed Proposed
Rate Element Determinants Rate Revenug Determinants Rate Revenue
Customer Charge ($ per month)
GG 113,799 $ 3472 % 3,951,101 113,799 § 3573 § 4,066,038
GVFT 1,087 $ 12098 § 131,505 1,087 $ 12449 $ 135,321
S 4,082,607 S 4,201,359
First 750 CCF Commodity Rate 23,062,316 S 042143 $ 9,720,535 23,062,316 $ 043373 S 10,002,818
Over 750 CCF Commodity Rate 26,057,926 S 0.31483 $ 8,203,817 26,057,926 S 0.32397 $ 8,441,986
$ 17,924,352
Average ($/ccf) 49,120,241 $ 0.36491
Total S 22,006,959 $ 14,204,177
$ 0.44802
Medium Volume Gas {(MVG) Service Rate Deslgn
Medium Volume Firm Transportation (MVFT) Service
Total Revenue Requirements 4,216,858
Test Year Test Year
Billing Existing Existing Proposed Proposed
Rate Element Determinants Rate Revenue Rate Revenue
MVG
Customer Charge ($ per month) 163 $ 68120 $ 111,036 N 700.98 § 114,260 2.90%
Demand MDQ MCF Rate 37,668 $ 16142 $ 608,037 $ 16.611 & 625,703 2.91%
Commodity MCF Rate 243,966 $ 0.51796 _S 126,365 s 0.53300 _$ 130,034 2.90%
g S»dSIdB? 3 869,997
Average (5/ccf) s 3,4654
MVFT
Customer Charge ($ per manth) 518 $ 757.40 $ 392,333 s 779.39 $ 403,724 2,90%
Demand MDQ MCF Rate 130,056 $ 16,142 $ 2,099,364 $ 16,611 2,160,360 2.91%
Commodity MCF Rate 1,468,762 $ 0.51796 S 760,760 $ 0.53300 $ 782,850 2.90%
$ 3,252,457 S 3,346,934
Average ($/ccf) $ 2.2144
Total $ 4,097,894 S 4,216,931
Large Volume Gas {LVG) Service Rate Design
Large Volume Firm Transportation {LVFT) Service
Total Revenue Requirements $ 4,502,648
Test Year Test Year
Billing Exlsting Existing Proposed Proposed
Rate Element Determinants Rate Revenue Rate Revenue
LvG
Customer Charge ($ per month) 12§ 1,02084 $ 12,250 $ 1,050.48 $ 12,606 2.90%
Demand MDQ MCF Rate 10,104 $ 9.940 & 100,434 $ 10.229 § 103,354 2.91%
Commodity MCF Rate 65,841 § 0.12453 S 8,199 $ 0.12815 _$ 8,438 2.91%
S 120,883 124,397
Average ($/ccf) s -
LVFT
Customer Charge ($ per month) 167 $ 1,097.04 $ 183,206 s 1,12889 $ 188,525 2.90%
Demand MDQ MCF Rate 364,744 $ 9940 $§ 3,625,555 5 10.229 $ 3,730,966 2.91%
Commaodity MCF Rate 3,581,291 § 012453 § 445,978 H 0.12815 S 458,942 2.91%
$ 4,254,739 4,378,433
Average (S/ccf) $ 1.1880
Total $ 4,375,622 S 4,502,831 2.91%
Gas Lighting Sales Service (GL) Rate Design
Total Revenue Requirements $ 968
Test Year Test Year
Bllling Existing Existing Proposed Proposed
Rate El Determinants Rate Revenue Rate Revenug
Customer Charge ($ per month) 132 35 713 941 $ 7.34 5 968 2.90%
Total $ 941 § 968

—

—————
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2.90%

2.91%
2.90%

2.90%
2.90%



Delmarva Power - Delaware Gas

Gas Schedule (MCS)-5

Development of Interim Gas Delivery Rates - May 2016 Filing Page 3 of 3
Large Volume Gas - Qualified Fuel Call Provider (LVG - QFCP) Service Rate Design
Total Revenue Requirements $ 559,504
Test Year Test Year
Billing Existing Existing Proposed  Proposed
Rate Element Determinants Rate Revenue Rate Revenue
LVG-QFCP
Customer Charge ($ per month) 24 S 1,097.04 S 26,329 $ 1,128.89 S 27,093 2.90%
Demand MDQ MCF Rate 74,256 S 6.96766 S 517,391 $ 7.170 $ 532,416 2.90%
market-based market-
Commodity MCF Rate 16,593,190 rate based rate
Total S 543,720 S 559,509
Average (S/ccf) $ 0.0328
Medium Volume Interuptible Transportation (MVIT) Service
Large Volume Interuptible Transportation (LVIT) Service
Test Year Test Year
Billing Existing Existing Proposed  Proposed
Rate Element Determinants Rate Revenue Rate Revenue
MVIT
Customer Charge (S per month) 60 $ 757.40 $ 45,444 § 77939 $ 46,763 2.90%
Commodity (MCF Rate - Option 1} 194,256 S 130 § 252,533 S 130 $ 252,533 0.00%
Commaodity (MCF Rate - Option 2) 34,174 S 327 S 111,749 $ 3.27 $ 111,749 0.00%
Commodity (MCF Rate - Option 3) -
S 409,726 S 411,045
Commaodity (MCF Rate - Option 3} NA
Total MCF 228,430
LVIT
Customer Charge ($ per month) 48 S 1,097.04 S 52,658 $ 1,128.89 $ 54,187 2.90%
Commodity (MCF Rate - Option 1)
First 5000 MCF 101,176 § 130 $ 131,529 S 130 $ 131,529 0.00%
Over 5000 MCF 92,624 $ 036 $ 33,345 S 036 S 33,345
Commodity (MCF Rate - Option 2) 33,373 §$ 1.00 §$ 33,373 S 1.00 $ 33,373 0.00%
S 250,904 S 252,433
Total MCF 227,173 S 660,630 $ 663,478
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