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fŴ  Ol rJ VI 

^ P S P 8" 

I I 

II 
01 C£ 

I g 

l l 

I t 

I 
fl 1 

liiliyiiSi 
H s § s g 

r̂ ? 

7SS S 3 
S S o "̂  •* 

1^5^ I 

D » 9 Ŝ '̂  
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1 I INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Maria Bubp. My business address is 1900 Dryden Road» Dayton, Ohio 

4 45439. 

5 Q. By whom and in what capacity are you employed? 

6 A. I am employed by The Dayton Power and Light Company ("DP&L" or "Company") as a 

7 Director of Operations. 

8 Q. How long have you been in your present position? 

9 A. I assumed my present position in January, 2008. Prior to that position, I was a Manager 

10 of Operations where I oversaw the op^ations of customs service field personnel (such 

11 as Meter Readers and Service Technicians), budgeting activities for the transmission and 

12 distribution business unit and some PJM settiement activities. Before this, I held a 

13 variety of positions including managing the Company's gas transportation program, 

14 supervising regulatory activities and purchasing natural gas and associated interstate 

15 pipeline services. 

16 Q. What are your responsibilities in your current position and to whom do you report? 

17 A. In my current position, I am responsible for developing DP&L's demand side 

18 management programs and overseeing the implementation preparations for DP&L's 

19 Customer Conservation and Energy Management initiative. I report to DP&L's Senior 

20 Vice President of Service Operations. 

21 Q. Will you describe briefly your educational and business bacltground? 
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1 A. I received an MBA from the University of Dayton in 1994 and a B.S. in Mariceting frran 

2 Wright State University, Dayton, Ohio, in 1988. I have worked for DP&L for a total of 

3 16 years. Through my tenure with the Company, I was involved in selling DP&L's 

4 natural gas business to the Indiana Gas Company as it was merging with Soutbon hidiana 

5 Gas and Electric Co. to form Vectren Energy Holdings. Like other employees involved 

6 with DP&L's gas business, I became an employee of Vectren upon the sale ofthe gas 

7 business. I served as Vectren's Director of Customer Programs where I oversaw 

8 Vectren's regulated gas services and developed Vectren's Ohio gas choice tariff. 

9 Q. What is the purpose of this testimony? 

10 A. The purpose of this testimony is to show how DP&L will meet the energy ai^ demand 

11 reduction targets set out in Am. Sub. S3.221 and to support the raiergy efficiency and 

12 demand response programs and other initiatives proposed by the Company to meet th^e 

13 targets. This testimony provides insights into how the initial suite of pro-ams was 

14 selected along with the anticipated cost and energy/demand reductions associated with 

15 each program. I will also explain how the effectiveness of each program ^all be 

16 evaluated and provide an overview ofthe additional staff to be hired to support the 

17 programs. 

18 Q. What Chapter, Exhibits, Schedules and Workpapers are you supporting? 

19 A. I am supporting Ch^ter n, the "Energy Efficiency and Demand RespcHise Plan 2009-

20 2015" of The Dayton Power & Light Company and Exhibits MWB-1, MWB-2 and 

21 MWB-3.1 also support Schedule B-2 lines 3 - 8 , Schedule B-3 lines 3 - 8, Schedxde B-

22 4 lines 5 -8, Schedule B-5 lines 5 - 8, as well as Workpapers G-l and G-Ll throu^ G-

23 1.16 relating to DP&L's programs and other initiatives to reduce electric energy and/or 
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1 demand. In addition, I support the energy and demand reduction volumes contained in 

2 WPF-l. 

3 11. PROGRAM OVERVIEW 

4 Q. Am. Sub. S.B. 221 requires electric distribution utilities to implement demand side 

5 management programs to achieve prescribed energy and demand reduction tai^ets. 

6 What are DP&L's targets under that Bill and how are they calculated? 

7 A. As shown in Exhibit MWB-1, DP&L calculated tiie annual energy reduction targets using 

8 the Company's baseline sales, which is the average ofthe weather-normalized sales 

9 during the calendar years of 2006 through 2008, adjusted for known, significant load 

10 changes between such baseline year and the year for which the target is being calculated. 

11 Each year's energy reduction target is then calculated by £^plying the cumulative savmgs 

12 requirement set out in Am. Sub. S.B. 221 against the respective year's baseline saks. 

13 The demand reduction targets were calculated in the same manner, with the exception 

14 that actual system peak demand is used rather than weather-normalized sales. At the time 

15 that this testimony is being finalized, the Commission's final rules regardii^ targ^ are 

16 not available; therefore, the Company reserves the right to file supplem^ital testimony 

17 addressing this subject. 

18 Q. How did DP&L calculate the energy and demand reductions to be achieved through 

19 this filing? 

20 A. In addition to the energy and demand reduction impacts ofthe various customer 

21 programs supported in this testimony, reductions in the form of line losses associated 

22 with the Smart Grid Development (c^culated at 1% of sales utilizing enhaiK)ed 

23 distribution lines) WCTC incorporated as well as energy reductions attribut^le to customer 
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1 behavioral changes associated with home energy displays (calculated at 5% of ov^all 

2 energy usage for customers with this infrastructure). Finally, the anticipated demand 

3 reduction associated with direct participation of non-residential customers in PJM's 

4 Demand Response programs was also incorporated. 

5 Q. Will the programs and measures you are proposing meet the tai^ets you have 

6 calculated? 

7 A. As graphically depicted in Exhibit MWB-2, based on the calculations outlined above, the 

8 programs and initiatives contained in this filing should meet the energy and demand 

9 reduction targets the Company has calculated, given that technology advances will make 

10 additional cost-effective opportunities reasonably available to achieve additional 

11 reductions beginning by at least 2013. The Company is committed to meeting the taints, 

12 and shall continue to explore additional opportunities made available tlHOugh technolc^ 

13 developments, infrastructure enhancements and additional customer programs. 

14 Q. Can you please provide a summary of the proposed suite of ene i^ efficiency and 

15 demand response programs as well as infrastructure enhancements contained in the 

16 filmg? 

17 A. Yes. DP&L's filing contains energy efficiency and demand response programs for 

18 residential and non-residential customers as well as educational outreach initiatives to 

19 build and expand consimier energy management awareness. Following is a list ofthe 

20 various programs, with program-specific estimated costs and ̂ lergy/demand reductions 

21 contained in Exhibit MWB-3: 

22 • The residential portfoho includes lighting, HVAC diagnostic & tune-up, HVAC 

23 rebates, aj^liance recyclmg, appliance rebates, low-income dfordability, direct 
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1 load control, time-of-use pricmg and peak-time-rebate pricing. The total amount 

2 committed to this portfolio is $61 million with an anticipated seven-year 

3 cumulative energy reduction of 1,058 GWh and a seventh year anticipated 

4 demand reduction of 87,217 kW. 

5 • The non-residential portfolio is comprised of prescriptive rebates, custom rebate, 

6 direct load control and time-of-use pricing (with and without a critical peak 

7 pricing componrait). The total amount committed to this portfolio is $40 million 

8 with an anticipated seven-year cimiulative energy reduction of 1,108 GWh and a 

9 seventh year anticipated demand reduction of 90,525 kW. 

10 • Education and outreach efforts include enhancements to DP&L's website as well 

11 as the introduction of new general education efforts, school and community 

12 presentations and the development and use of an enei^ efficiency showcase and 

13 educational facility. DP&L is committing $12.3 million to this effort over the 

14 seven-year period. 

15 In addition to these programs, energy and demand reductions shall be achieved throu^ 

16 the Smart Grid Development and home energy displays indicated in Woriq)apa:s WPI-1 

17 WPH-1.2 and supported by Mr. Teuscher. The anticipated seven-year cumulative en^*gy 

18 reduction of 363 GWh and a seventh-year anticipated demand reduction of 5,300 kW are 

19 attributable to these initiatives. Overall, DP&L also intends to spend $5.7 million over 

20 the seven years on evaluation, measurement and verification activities. 

21 Q. How were these programs selected? 

22 A. The principles guiding our selection process were that the programs be relevant for all 

23 customer classes, be modeled afier programs proven to be effective at otiier utilities, and 
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1 should enable the Company to meet the targets for aiergy and demand reduction set forth 

2 in Am. Sub. S.B. 221. The Company thoroughly reviewed best-practice e n « ^ 

3 efficiency and demand response programs fix>m across the nation and t ^ed these 

4 programs with a sample of DP&L's residential and non-residential customers to 

5 determine local relevance and estimated participation levels. Finally, as described in the 

6 testimony of Mr. Michaelson, all short-listed measures were tested for cost effectiveness 

7 using the Total Resource Cost test as defined by the California Standard Practice 

8 Manual to arrive at our list of programs. 

9 Q. Please describe the process used to identify and review ^best practice^ programs* 

10 A. The evaluated programs were drawn firom a review of a niraiber of well-respected 

11 assessments of program best practices such as The American Council for an Enafgy 

12 Efficient Economy's (ACEEE) "Compendium of Champions: Chronicling Exemplary 

13 Energy Efficient Programs fiom Across the U.S." and reviews of program best practices 

14 sponsored by the California Public Utilities Commission and the Energy Trust of Oregon. 

15 The initial list is also based on a review ofthe types of programs implemoited by utiliti^ 

16 often considered to be leaders in the field such as Xcel Energy, Northeast Utiliti^, 

17 Pacific Gas & Electric, and the Wisconsin Focus on Energy. Finally, the services of die 

18 Bridge Strategy Group, a consulting firm with experience in evaluating and developii^ 

19 demand side management programs, were utilized throughout the identification and 

20 review process. 

21 Q. Do you anticipate that this initial suite of programs will be adjusted over time? 

22 A. Yes. DP&L believes that this suite of programs is the best for our customers, and we 

23 intend to learn from expraience. Therefore, over time, we may make revisions to 
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1 individual programs, add new programs or potentially discontinue a program based on 

2 customer participation levels, realized energy and demand reductions relative to tiie 

3 targets prescribed in Am. Sub. S.B. 221, current market conditions or advances m 

4 technology. 

5 Q. The participation levels, estimated demand/energy reductions and costs associated 

6 with several other utilities' programs and filings were relied upon to develop the 

7 sections that follow. Could you please provide a listing of these utilities and explain 

8 why you relied upon data from their programs and filings? 

9 A. The Company referenced the filings of Ameren, the Anaheim Public Utility filing by San 

10 Diego Gas and Electric, Connecticut Light & Power, Commonwealth Edison, Duke of 

11 Ohio, Narragansett Electric Company, Pacific Gas & Electric, Pepco, Wisconsin Electiic 

12 Power and Wisconsin Public Service. The Company relied upon data fit>m those utility 

13 filings when it was the best available data as to estimated demand/energy reductions and 

14 costs. 

15 Q. What philosophy did you follow in determining the penetration rates for the energy 

16 efficiency and demand response programs? 

17 A, The Company used primary market research when possible and benefited fix)m the 

18 experience of other utilities. Overall, we adopted penetration rates fix>m the most 

19 aggressive programs to reflect our pursuit ofthe statutory targets. However, for those 

20 programs for which DP&L has little experience, we used less-ag^^essive penetration 

21 rates. 

22 Q. What overarching principles were used to determine the energy and demand impact 

23 for the various program measures? 
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1 A. As a general principle DP&L utilized Califomia's Database for En^gy Efficiency 

2 Resources (DEER) for estimates of energy and demand impact. When fMX)grams were 

3 weather-sensitive, DP&L used energy and demand impacts fit>m utilities in the region. 

4 Since regional information on time-based pricing was not available, we used a 

5 compendium of benchmarks from programs throughout the country to estimate measure 

6 impacts. 

7 Q. What principles were followed to determine incentive costs? 

8 A. Our preference was to set incentive levels using data gathered from our primary market 

9 research. In addition, we used the incentive levels that corresponded to the programs 

10 from which we also used the penetration rates. Finally, the thwmostat costs included as 

11 part ofthe Direct Load Control program were determined based on industry RFPs. 

12 Q. How did you determine marketing and administration costs? 

13 A. For our efficiency programs, we utilized other utilities* filings and experi^ce to 

14 determine marketing and administration costs. In cases where we used pei^tration rates 

15 from a specific utility, we also used that utihty's marketing and administi^tive costs to 

16 reflect the promotional efforts required to achieve those penetration rates. Where the 

17 penetration rates were based on DP&L market research, we used an average 

18 marketing/administration rate of programs in the region. 

19 III. RESIDENTIAL LIGHTING 

20 Q. Will you describe the Residential Lighting program, as reflected in WPG-1*1? 

21 A. Yes. This program is designed to increase the number of En«-gy Star qualified compact 

22 fluorescent lamp (CFL) bulbs sold by providing incentives to decrease consumer costs. 



Maria W. Bubp 
Page 9 of 36 

1 The program should increase consumer awareness and acceptance of energy-efficirait 

2 lighting technology through education and has an educational component to promote 

3 proper disposal of CFL bulbs. Although the initial focus is on CFL bulbs, this iNX>gram 

4 will evolve to encompass new residential energy efficient lighting technologies as 

5 appropriate. 

6 Q. Please describe your target market for this program. 

7 A. This program is designed for residential customers who purchase bulbs through retail 

8 channels. All customers takuig delivery service fixnn DP&L are eligible for this program 

9 regardless of their choice of supplier. 

10 Q. What is your implementation plan for this program? 

11 A. DP&L and implementation partners selected throu^ an RFP [Hocess will negotiate 

12 discounts with bulb manufacturers, establish partnerships with retailers and/or their 

13 suppliers, oversee the implementation of cooperative advertisii^ audit retail outiets to 

14 confirm that appropriate promotions are being implemented and track the numb^ of 

15 bulbs purchased and recycled. DP&L anticipates paying an average of $2.92 per CFL 

16 bulb from 2009 tiuough 2015. 

17 Q. What are the estimated energy and demand reductions associated with this 

18 program? 

19 A. Measure impacts of 47 kWh and 0.004 kW per bulb have been used, and were obtained 

20 form the California DEER. These impacts were appUed to the forecasted number of 

21 bulbs implemented (based on surveys of DP&L's residential customers and industry 
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1 benchmarks) to determine the cumulative energy reductions of 195 GWh and cumulative 

2 year 7 demand savings is 16.6 MW as shown on WPGl.l. 

3 Q. Are you familiar with the requirements of the Energy Independence and Security 

4 Act of 2007 (42 U.S.C. § 6295(i)(l)(B)) relating to avaUabUity of incandescent 

5 bulbs? 

6 A. Yes. It is my understanding that mcandescent bulbs will begin to be phased out in 2012. 

7 Q. How does DP&L plan to continue to achieve energy savings from its residential 

8 lighting program when traditional incandescent are no longer available? 

9 A. DP&L will continue to offer rebates for the most efficient lighting technology. DP&L's 

10 focus will initially be on CFLs as long as they are more efficient than bulbs with 

11 dominant market share. However, the Company will focus on ensuring that as new 

12 technology emerges it is made available to our customers and DP&L expects to provide 

13 rebates for the most efficient lighting technology. 

14 Q. What are the estimated costs for this p n ^ a m , and bow were these estimate 

15 developed? 

16 A. The 7-year total cost of this program is $20.1 milUon as identified on Ime 8 of WPG-1.1. 

17 The 7-year incentive costs are $12.1 million aid the marketing and administrati<Hi 

18 expense is $8.0 million. 

19 IV. RESIDENTIAL HVAC DIAGNOSTIC & TUNE-UP 

20 Q. Will you describe the Residential HVAC Diagnostic and Tune-Up program as 

21 reflected in WPG-1.2? 
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1 A. Yes. This program promotes summer period energy and demand savings by increasing 

2 the efficiency of residential central air conditioner units. Under this program, DP&L will 

3 pay a portion ofthe cost ofa specific diagnostic and tune-up service performed by 

4 HVAC contractors that are certified by a third party to perform such tune-ups. Among 

5 other points, the tune-up will verify the unit's refiigerant charge and afr flow. 

6 Q. Please describe your target market for this program. 

7 A. This program is designed for residential customers with central air conditioning units in 

8 owner-occupied, single-family residential dwellings. All targeted customo's taking 

9 delivery service from DP&L are ehgible for this program regardless of their choice of 

10 supplier. 

11 Q. What is your implementation plan for this program? 

12 A. Charmel partners must undergo training and certification provided by an q^>roved third 

13 party prior to being able to provide this service to DP&L's customers und^ this program. 

14 Customers may schedule appointments directiy with the approved HVAC contractors and 

15 DP&L will pay a $100 incentive after completion ofthe HVAC tune-i^. This incentive 

16 is available for a qualifying account every three years. 

17 Q. What are the estimated energy and demand reductions associated wiUi this 

18 program? 

19 A. Measure impacts of 394 kWh and 0.35 kW have been used, and were applied to the 

20 anticipated participation levels to obtain the 7-year cumulative energy reductions of 20 

21 GWh and cumulative year 7 demand savings of 17.8 MW. 
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1 Q. What are the estimated costs for this prograna, and how were these estimates 

2 developed? 

3 A. The total 7-year expenses for this program are $8.4 million as set out on line 8 of WPG-

4 1.2. This figure is comprised of a 7-year incentive amount of $5.6 million and marketing 

5 and admiiustration expense of $2.8 million. 

6 V. RESIDENTIAL HVAC REBATES 

7 Q. Will you describe the Residential HVAC Rebate program, as reflected in WPG-1.3? 

8 A. Yes. There are substantial energy efficiency and demand reduction opportunities 

9 associated with the proper sizing and installation of new central HVAC systems, as well 

10 as with the installation of premium efficiency equipment. This program provide a rebate 

11 to qualifying customers that serves to pay for a portion ofa new HVAC unit. 

12 Q. Please describe your target market for this program. 

13 A. This program is designed for any homeowno' or landlord purchasing an HVAC unit that 

14 will be installed at a residence within the DP&L service territory. All targeted customers 

15 taking delivery service from DP&L are eligible for this program regardless of their 

16 choice of supplier. 

17 Q. Wliat is your implementation plan for this program? 

18 A. DP&L plans to partner with HVAC contractors that become certified to participate in the 

19 program and sign a partnership agreement. Contractor incentives will be provided for 

20 documented installations that meet the requirements. DP&L anticipates paying an 

21 average of $168 per central HVAC system fix)m 2009 tinrough 2015. 
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1 Q. What are the estimated energy and demand reductions associated with this 

2 program? 

3 A. Measure impacts of 280 kWh and 0.25 kW have been used, and when applied to the 

4 projected participation levels, they generate cumulative 7-year energy savings of 10,8 

5 GWh and cumulative year 7 demand savings of 9.6 MW as shown on WPG-1.3. 

6 Q. What are the estimated costs for this program, and how were these estimate 

7 developed? 

8 A. The 7-year expense for this program is $11.0 milhon as set out on line 8 of WPG-1.3, 

9 which is comprised of $6.5 million in mcentives and $4.5 milhcm in marketing and 

10 administration costs. 

11 VL RESIDENTIAL APPLIANCE RECYCLING 

12 Q. Will you describe the Residential Appliance Recycling pr^^am, as reflected in 

13 WPG-1.4? 

14 A. Yes. DP&L will pay the customer an incentive of $50 for an inefficient second 

15 refiigerator or freezer and $25 for an inefficient window an- conditioner. DP&L will also 

16 arrange for and fund the removal and recycling ofthe inefficient units. To qualify, the 

17 appliance must be in working condition. 

18 Q. Please describe your target market for this program. 

19 A. This program is designed for residential customers with working inefficient room air 

20 conditioners and working second refiigerators or freezers. All targeted customers taking 
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1 deUvery service fix>m DP&L are eligible for this program regardless of their choice of 

2 supplier. 

3 Q. What is your implementation plan for this program? 

4 A. DP&L will work with a thfrd party that will remove the qualifying unit, arrange for the 

5 appropriate recycling and provide to DP&L the customer information to facility the 

6 rebate. The vendor(s) will be selected through an RFP process. 

7 Q. What are the estimated energy and demand reductions associated with this 

8 program? 

9 A. Measure impacts of 1,707 kWh and 0.267 kW have been used, which translate to 

10 cumulative 7-year energy reductions of 24 GWh and year 7 cimiulative demaiul saving 

11 of 3.9 MW as shown on WPG-1.4. 

12 Q. What are the estimated costs for this program, and how were these estimate 

13 developed? 

14 A. The total 7-year expense for this program is $2.5 million as set out on line 8 of WPG-1.4. 

15 This is comprised of $772,000 of incentives and $1.7 million of maiketing administrative 

16 charges. 

17 VIL RESIDENTIAL APPLIANCE REBATE 

18 Q. Will you describe the Residential Appliance Rebate program, as reflected in WPG-

19 1.5? 

20 A. Yes. Specific incentives will be awarded to customers who purchase quedifying En^gy 

21 Star ceiling fans, room air conditioners, dishwashers, fieezers and dehumidifiers. 
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1 Q. Please describe your target market for this program. 

2 A. This program is designed for residential customers in existing and new homes within the 

3 DP&L service territory, regardless of then: choice of energy supplier. 

4 Q. What is your implementation plan for this program? 

5 A. The delivery strategy will focus on generating participation fiom af^Uance retailers 

6 within DP&L's service territory, and participating customers will mail in the approfmate 

7 information to receive a r^ate. DP&L expects to partner with a fiilfillment party to 

8 contact appliance outiets and to generate the customer refimds. DP&L anticipates paying 

9 an average of $30 per apphance fiom 2009 - 2015. 

10 Q. What are the estimated energy and demand reductions associated with this 

11 program? 

12 A. Measure impacts of 207 kWh and .025 kW have been used, which yield the 7-year 

13 cumulative energy savings of 6.2 GWh and year 7 cumulative demand savings of 744.0 

14 MW as shown in WPG-1.5. 

15 Q. What are the estimated costs for this program, and how were these estimates 

16 developed? 

17 A. The 7-year expenses for this program are $1.4 million a set out on line 8 of WPG-1.5, and 

18 is comprised of $883,000 of inc«itives and $530,000 of marketing and administration 

19 expenses. 

20 Vll l . RESIDENTIAL LOW INCOME AFFORDABILITY 

21 Q. Will you describe the Residential Low Income program, as reflected in WPG-1.6? 
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1 A. Yes. Low-income electric customers meeting the program guidelines may undergo an 

2 energy audit where the auditor will review the energy efficiency ofthe home and provide 

3 feedback on areas of improvement. The auditor will then work with the customer to 

4 create a mutually beneficial plan for improving the energy efficiency ofthe home. Tliose 

5 electric solutions that are found to have a benefit / cost ratio better than 1.0 will be fimded 

6 through this program. The cost of tiie rfficiency solutions fimded through this program 

7 can be a maximum for any single family home of $5,000, and a multi-family home of 

8 $50,000. 

9 Q. Please describe your target market for this program. 

10 A. This program is available to low-income residential electric customers within the DP&L 

11 service territory with household incomes up to 200% ofthe federal poverty level. 

12 Eligible households include single-family homes and multi-family homes where 80% of 

13 the tenants meet the income requirements ofthe program. This program is avail^le to 

14 all qualifying electric customCTS taking deUvery service fix)m DP&L, regardless of their 

15 choice of supplier. 

16 Q. How will DP&L determine eligibility for this program? 

17 A, Any cost-effective energy efficiency solution that is recommended by the auditor and tiiat 

18 passes the benefit / cost ratio test may be included. The expected types of solutions 

19 include efficient lighting, new refiigerator, new fi-eezer, window air conditiono* 

20 replacement; HVAC tune-up and/or replacement, caulking, insulation and education. 

21 DP&L will fund new equipment purchases when the removal of tiie inefficient equipment 

22 has been accomplished. 

23 Q. Wliat is your implementation plan for this program? 
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1 A. DP&L will partner with local non-profit agencies to bring to low-income customers the 

2 benefits of this program. The Department of Energy Home Weathraization Assistance 

3 Program, the Ohio Electric Partnership Program (EPP) and the Community Action 

4 Partnership (CAP) agencies have been mvolved in energy efficiaicy activities for years. 

5 Through this new program DP&L will help to fimd the agencies, audits and solutions to 

6 expand the reach of these programs and to help to make electricity more affordable to the 

7 qualifying low-income customers within the Company's service territory. 

8 Q. What are the estimated energy and demand reductions associated with this 

9 program? 

10 A. Measure impacts of 1,999 kWh and 0.151 kW have been used. Multiplying these 

11 impacts against the anticipated annual number of homes completed (based on the EPP 

12 forecast) yields a 7-year cumulative enwgy savings of 11.9 GWh and a year 7 cumulative 

13 demand savings of 901.6 kW as shown on WPG-1.6. 

14 Q. What are the estimated costs for this program, and how was this estimate 

15 developed? 

16 A. A total of $1 million per year, adjusted for inflation, is committed to this program. Of 

17 this total, 21% is allocated to administrative costs (as calculated fix>m the Ohio Electric 

18 Partnership Program's Impact Evaluation report dated June 30,2006), with the remainder 

19 allocated to home efficiency upgrades. The 7-year total cost for this program is $7.7 

20 million as shown on line 6 of WPG-1.6. 
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1 IX. RESIDENTIAL DIRECT LOAD CONTROL 

2 Q. Will you describe the Residential Direct Load Control pr<^am, as reflected in 

3 WPG-1.7? 

4 A. Yes. The Direct Load Control program provides ehgible participants with a 

5 programmable thermostat that is installed at no cost, and can be programmed via the 

6 intemet. During peak simimer conditions or periods of regional operating constraints, 

7 DP&L can signal the thermostat to cycle the air conditioner on and off, which will reduce 

8 load on DP&L's system and result in a temperature increase of only a few degrees 

9 Fahrenheit. 

10 Q. Please describe your target market for this program. 

11 A. This program targets residential customers within the DP&L service territory who have 

12 central air conditioning. This program is available to all qualifying electric customers 

13 taking delivery service from DP&L, regardless of their choice of supplier. 

14 Q. What is your implementation plan for this program? 

15 A. DP&L plans to finalize the specific terms and conditions ofthe program in 2009 to b^in 

16 implementation in the summer of 2010 for customers who have advanced meter 

17 infi'astructure in place. Based on the success of this effort, DP&L intends to make this 

18 service available to all residential customers with advanced metering infi'astructure 

19 commencing the summer of 2011. DP&L anticipates that it will pay $324 per household 

20 to install a programmable thermostat fit)m 2010 through 2015. 

21 DP&L will choose a qualified implementation partner through an RFP process. Hie 

22 selected vendor(s) or contractor(s) will work with DP&L to deUver services to the area. 
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1 Elements or the vendors' role may include customs recruitment, thermostat installation, 

2 demand response implementation, and quality control inspection. 

3 Q. What are the estimated energy and demand reductions associated with this 

4 program? 

5 A. Measure impacts of 370 kWh and 1.38 kW have been used. When gqjplied to the 

6 estimated number of participants, as determined through a survey of a sample of DP&L's 

7 residential customers and factoring in the phasing ofthe AMI system, the 7-ye2ff 

8 cimiulative energy savings is 6.2 GWh and the cumulative year 7 demand reduction is 

9 23.1 MW. 

10 Q. What are the estimated costs for this program, and how were these estimates 

11 developed? 

12 A. The total cost of this program is $7.1 million over 7 years as set out on line 11 of WPG-

13 1.7. The cost of an installed thermostat and the associated marketing and administrative 

14 expenses were determined based on the results of an industry RFP. These costs WCTB 

15 applied to the estimated participation level, which was ^tabUshed based on the survey 

16 results of DP&L's residential customers and the plarmed AMI roll-out schedule, to 

17 generate a 7-year total installed thermostat expense of $5.4 milUon and 

18 marketing/administration evaluation expense of $1 milUon. In addition, DP&L 

19 anticipates that it will incur $678,000 in incremental operating and maintenance costs 

20 associated with the program. 
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1 X. RESIDENTIAL TIME-OF-USE PRICING 

2 Q. Will you describe the Residential Time-of-Use Pricing program, as reflected in 

3 WPG-L8? 

4 A. Yes. The Time-of-Use Pricing tariff encourages participating customers to shift electric 

5 usage from peak to off-peak hours, particularly during the summer season. The time-of-

6 use rates will be designed so that the price per kWh during the peak summer season wiU 

7 be higher during the peak hours and lower during the off-peak hours. Those customers 

8 who reduce consumption during peak periods or who switch then: consumption to off-

9 peak hours should see a lower annual energy bill. 

10 Q. Please describe your target market for this program. 

11 A. This program is available to all residential customers taking delivery service fixnii DP&L 

12 who elect to purchase transmission and generation service fix>m DP&L. 

13 Q. What is your implementation plan for this program? 

14 A. Prior to 2011, DP&L will conduct rate design studies needed to estabUsh the revoiue-

15 neutral prices and will determine the specific terms and conditions ofthe prc^ram, such 

16 as defining the applicable months as well as the on- and off-peak hours and rates. DP&L 

17 plans to offer the Time-of-Use Pricing program beginning in 2011 to customers tiiat have 

18 advanced metering infrastructure in place. Based on the success of this effort, DP&L 

19 intends to make tiiis service available to all residential customars with advanced metering 

20 infrastructure. 

21 Q. Wliat are the estimated energy and demand reductions associated with this 

22 program? 
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1 A. An average impact of 0.42 kW has been used, which represents a 13.4% reduction in the 

2 average demand per residential customer. The estimated cimiulative year 7 demand 

3 savings are 6 MW as set out on WPG-1.8. For purposes of this fiUng, DP&L assume no 

4 energy savings from this program, as the emphasis is on shifting electric consumption. 

5 Q. What are the estimated costs for this program, and how were these estimates 

6 developed? 

7 A. The estimated 7-year total budget for this program is $1,3 million as set out on lir» 5 of 

8 WPGl .8, which reflects the estimated marketing, administration and pilot evaluation 

9 costs. Since this is a revenue-neutral rate, there are no incentive expenses associated witii 

10 this pricing option. 

11 XL RESIDENTIAL PEAK TIME REBATE PRICING 

12 Q. Will you describe the Residential Peak Time Rebate Pricing program, as reflected In 

13 WPG-1.9? 

14 A. Yes. The Peak Time Rebate rider gives customers a rebate per kWh for curtailing ene^y 

15 below a pre-established baseline projection during peak conditions. The amount of 

16 curtailed energy is based on actual consumption during the q)plicable hoiurs compared 

17 with a customer's baseline, which is calculated as the average energy consumed during 

18 comparable days preceding the day of peak conditions. Customers will receive advanced 

19 notification of a peak event, which will occur only on a weekday during the summer 

20 period. 

21 Q. Please describe your target market for this program. 
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1 A. This program is targeted towards all residential customers taking delivery service fit)m 

2 DP&L, This program is available to all quaUfying electric customers, regardless of thefr 

3 choice of supplier or DP&L tariff option, 

4 Q. What is your implementation plan for this program? 

5 A. Prior to 2011, DP&L will conduct the rate design studies needed to estabUsh the refund 

6 value and will determine the specific terms and conditions ofthe program, such as how 

7 the customer-specific baseline calculation will be conducted. DP&L will introduce the 

8 Peak Time Rebate program beginning in 2011 to customers who have advanced m^ering 

9 infrastructure in place. Based on the success of this effort, DP&L intends to make the 

10 Peak Time Rebate program available to all residential customers with advanced metering 

11 infrastructure. 

12 Q. What are the estimated ene i^ and demand reductions associated with this 

13 program? 

14 A. An average impact of .37 kW has been used, with a cumulative year 7 demand savings of 

15 8.5 kW. For purposes of this filing, DP&L assumes no aiergy savings firom this 

16 program, as the emphasis is on shifting electric consumption. 

17 Q. What are the estimated costs for this program, and how was this estimate 

18 developed? 

19 A. The 7-year budget for this program is $1.3 million as set out in WPG-1.9 and is 

20 comprised of marketing, administration and pilot evaluation exp^ises. 
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1 XIL NON-RESIDENTIAL PRESCRIPTIVE REBATES 

2 Q. Will you describe the Non-Residential Prescriptive Rebates program, as reflected in 

3 WPG-1.10? 

4 A. Yes. The Non-Residential Prescriptive Rebates program is designed to provide a simple 

5 set of solutions for non-residential customers who wish to become more oaergy efficient. 

6 The initial set of solutions and corresponding incentive rebates (as contained in WPG-

7 1.10a) represent proven products that provide energy savings over the standard products 

8 in each category. Rebate amounts are determined based on cost effectiveness and will 

9 not exceed 50% ofthe measure cost. The rebate Usting will be available on DP&L's 

10 website and will be updated periodically to account for new and improving technologies. 

11 DP&L does not envision placing a cap on the amount that a customer may receive under 

12 this program. 

13 Q. Please describe your target market for this program. 

14 A. This program is designed for all non-residential customers seeking to improve the ^ ^ g y 

15 efficiency of their new and existing facilities within the DP&L service territory. The 

16 program may be utilized by all non-residential customers regardless of their choice of 

17 energy suppUer. 

18 Q. Will DP&L target any specific industry sectors when promoting this program? 

19 A. Approximately sixfy percent of DP&L's non-residential customers fall into the segments 

20 of office space, retail and manufacturing. Therefore, specific outreach efforts will be 

21 directed to these segments. 

22 Q. What is your implementation plan for this program? 
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1 A. Upon completion ofa qudifying project, the customer will file a rebate £q)pUcation, 

2 which will identify the measure taken and document the project's costs. DP&L's 

3 marketing efforts for this program will focus heavily on educating channel partners shoMt 

4 the incentive program and the qualifying measures. In addition to these activities, DP&L 

5 will focus specific efforts on reaching its key non-residential customer segm^ts, which 

6 accoimt for significant load and savings opportunities. The incentives and marketing 

7 strategy will change based on customer response, market prices and 

8 manufacturer/distributor co-fimding. A random san^Ung of applications and every 

9 rebate application over $10,000 wiU be subject to on-site verification prior to any 

10 payment being made. 

11 Q. What are the estimated energy and demand reductions and participation levels 

12 associated with this program? 

13 A. They are shown m WPG-1.10a. 

14 Q. What are the estimated costs for this program, and how was this estimate 

15 developed? 

16 A. The 7-year budget for this program is $22.3 milUon as set out in WPG-1.10, This total is 

17 comprised of $15.5 million of incentives and $6.8 million of marketing/administration 

18 expenses. 

19 XIII. NON-RESIDENTIAL CUSTOM REBATES 

20 Q. Will you describe the Non-Residential Custom Rebates program, as reflected In 

21 WPG-1.11? 
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1 A. Yes. This program provides financial assistance to non-residential customo'S to s^)port 

2 implementation of efficiency opportunities available for new equipment purdiases, 

3 facility modernization and industrial process improvement. The incentive will be 

4 calculated based on expected demand and energy savings. As an optional p ^ of tiie 

5 program, DP&L wiU establish an audit program to assist customa:s in evaluating tiie 

6 energy efficiency opportunities available to them. 

7 Q. Please describe your target market for this program. 

8 A. This program is targeted to existing non-residential customers with cost-effective 

9 efficiency opportunities that do not qualify for prescriptive rebates, but nonetheless 

10 provide efficiency opportunities that are worthy of implementing. This program is 

11 available to qualifying customers taking delivery service fixtm DP&L r^ardl^s of their 

12 choice of supplier. 

13 Q. What is your implementation plan for this prc^am? 

14 A. The program will employ both incentive reservation and application stages. Prior to 

15 undertaking a project, appUcants must submit a rebate reservation form that provides all 

16 data necessary to determine an incentive level. The Company will review the reservation 

17 and verify the incentive. For large projects, DP&L reserves the right to perfi>rm a site 

18 visit to verify baseline conditions. If approved, DP&L will reserve the incentive amount 

19 and approve the level of fimding to support the project. Upon completion ofthe project, 

20 the customer will file a rebate jqjplication, which will be similar to the reservation 

21 application but will also require documentation of project costs. On-site verification 

22 prior to any payment will be performed for both a random sampling of ^>plicatioiis and 

23 every rebate application over $ 10,000. 
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1 

2 DP&L's marketing efforts for the custom rebate program will focus heavily on educating 

3 trade allies about the incentive program. In addition to these activities, DP&L will focus 

4 specific efforts on reaching the key non-residential customer segments mentioned earU^, 

5 which account for significant load and savings opportunities. Finally, DP&L anticipates 

6 making audits available to non-residential customers to identify energy efficiency 

7 opportunities. 

8 Q. How will the Custom Rebate program interrelate with the Prescriptive Rebate 

9 program? 

10 A. The two programs are designed to complement each other, with the custom program 

11 providing rebate opportunities for the less-common measures that are not set out in tiie 

12 prescriptive program. Also, as a common measure is recognized through the custom 

13 program, this measure may be added to the prescriptive program. 

14 Q. What are the estimated energy and demand reductions associated with this 

15 program? 

16 A. The cumulative 7-year energy savings is 89 GWh and the year 7 cumulative demand 

17 savings is 16.6 MW. 

18 Q. What are the estimated costs for this program, and how were these estimates 

19 developed? 

20 A. The seven-year expense for this program is $14.0 milUon as set out in WPG-1.11. The 

21 custom rebate incentive expense is $9.0 million, and tiie marketing/administrative 

22 expense is $5 million. 
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1 XIV. NON-RESIDENTIAL DIRECT LOAD CONTROL 

2 Q. Will you describe the Non-Residential Direct Load Control program, as reflected in 

3 WPG-1.12? 

4 A. Yes. The Direct Load Control program provides eligible participants witfi a 

5 programmable thermostat that is installed at no cost, and can be programmed via tte 

6 intemet. During peak summer conditions or periods of regional operating constraints, 

7 DP&L can signal the thermostat to cycle the air conditioner on and off, which will reduce 

8 load on DP&L's system and result in a temperature increase of only a few degrees 

9 Fahrenheit. 

10 Q. Please describe your target market for this program. 

11 A. This program targets small non-residential customers within the DP&L service toritory 

12 who have central air conditioning units. This program is available to all qualifying 

13 electric customers taking deUvery service fix>m DP&L, regardless of their choice of 

14 supplier or DP&L tariff option. 

15 Q. What is your implementation plan for this program? 

16 A. DP&L plans to finalize the specific terms and conditions ofthe program in 2009 and 

17 introduce the program beginning the summer of 2010 to customers that have advanced 

18 meter infrastructure in place. Based on the success of this effort, DP&L intends to make 

19 this service available to all non-residential customers with advanced metering 

20 infi-astructure commencing the summer of 2011. 

21 DP&L will choose a qualified implementation partner throu^ an RFP process. TTie 

22 selected vendor(s) or contractor(s) wiU work with DP&L to deUver services to the area. 
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1 Elements ofthe vendor's role include customer recruitment, thermostat installation, 

2 demand response implementation, and quaUty control inspection. 

3 Q. What are the estimated energy and demand reductions associated with this 

4 program? 

5 A. Measure impacts of 518 kWh and 1.93 kW has been used, with the 7-year cumulative 

6 energy savings of 1.3 GWh and cumulative year 7 demand reductions of 4,9 MW. 

7 Q. What are the estimated costs for this program, and how were these estimates 

8 developed? 

9 A. The total estimated cost of this program is $1.1 milUon over 7 years as set out in WPG-

10 1.12. The cost of an installed thermostat and the associated mariceting and administrative 

11 expenses were estimated based on tiie results of an industry RFP. These costs were 

12 applied to the estimated participation levels, which were estabUshed by survey results of 

13 DP&L's non-residential customers and the planned AMI roll-out schedule, to generate an 

14 estimated 7-year total installed thermostat expense of $824,000 and 

15 marketing/administration/pilot evaluation expense of $173,000. In addition, DP&L 

16 estimates that it will incur $105,000 in incremental operating and maintenance costs 

17 associated with the program. 

18 XV. NON-RESIDENTIAL TIME-OF-USE PRICING 

19 Q. Will you describe the Non-Residential Time-of-Use Pricing program with the 

20 optional Critical Peak Pncing option, as reflected in Workpapers G-l*13 and G-

21 1.114? 
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1 A. Yes. The Time-of-Use rates encourage participating customers to shift electric usage 

2 from peak to off-peak hours, particularly during the summer peak season. The Time-of-

3 Use rates will be designed so that the price per kWh during the peak summer season will 

4 be higher during the peak hours and lower during the off-peak hours. Those customos 

5 that are able to reduce consumption during peak periods or to shift their consun^tion to 

6 off-peak hours should see a lower annual energy bill. This program differs fix)m the 

7 Residential Time-of-Use Pricing program in that non-residential customers may elect the 

8 Critical Peak Pricing (CPP) option, whereby the rate for power consumed on the off-peak 

9 hours is fiuther reduced in exchange for a significantly higher rate during criticd peak 

10 events. Customers will receive prior notification of a CPP event. Workp£q)erG-1.13 

11 contains information for participation in the Time-of-use pricing pro^'am without the 

12 CPP option, and Workpaper G-l.14 contains infonnation on the CPP option. 

13 Q. Please describe your target market for this program. 

14 A. This program is available to all non-resid^tial customers taking deUvery service fixnn 

15 DP&L that elect to purchase transmission and generation service fix>m DP&L. 

16 Q. What is your implementation plan for this p n ^ a m ? 

17 A. Prior to 2011, DP&L will conduct tiie rate design studies needed to estabUsh the revcnue-

18 neutral prices and will determine the specific terms and conditions of tlie program, such 

19 as defining the critical peak pricing differential. DP&L plans to introduce the Time-of-

20 Use Pricing program beginning in 2011 to customers that have advanced metering 

21 infrastructure in place. Based on the success of this effort, DP&L intends to make this 

22 service available to all non-residential customers with advanced metering infi:astructure. 
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1 Q. What are the estimated energy and demand reductions associated with this 

2 program? 

3 A. Measure impacts of 1.56 kW for Time of Use (WPG-1.13) and 1.91 kW for Critical Peak 

4 Pricing (WPG-1.14) have been used. 

5 Q. What are the estimated levels of participation for this program? 

6 A. The estimated level of participation for each program is identical and is based on survey 

7 results of DP&L's non-residential customers, adjusted to reflect the planned AMI roll-out 

8 schedule. 

9 Q. What are the estimated costs for this program, and how were these estimates 

10 developed? 

11 A. The total estimated cost of this program is $2.7 milUon over 7 years, which reflects the 

12 marketing and administrative costs ofthe both the Time of Use and Critical Peak Pricing 

13 components. The marketing and administrative costs for each of these components are 

14 estimated at $250,000 in 2011 and are increased annually by the cost of inflation. 

15 XVL EDUCATION AND AWARENESS 

16 Q. Will you describe the Education and Awareness program, as reflected In WPG-

17 1.15? 

18 A. Yes. The program will use education and outreach activities as well as ̂ ergy efficiency 

19 enhancements to the Company's website to educate customers, communify leaders and 

20 children. The education and outreach activities will be targeted to schools, govranment 

21 leaders, civic organizations and loc^ media. Significant enhancements will be made to 
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1 the Company's website and will feature tools for conserving energy, custom ^)pUcations 

2 that grant customers insights into the usage characteristics of their premises as well as 

3 detailed information on DP&L's programs and participatii^ channel partn^s. 

4 Q. Please describe your target market for this program. 

5 A. This program is designed for all customers taking delivery service fixMn DP&L, 

6 regardless of their choice of suppUer. 

7 Q. What is your implementation plan for this prc^ram? 

8 A. The education and outreach activities will be performed by DP&L employees and 

9 selected channel partners. Additional features will be made available on DP&L's website 

10 once the appropriate systems are acquired and/or developed. 

11 Q. What are the estimated energy and demand reductions associated with this 

12 program? 

13 A. As we believe that providing customers educational opportunities along with tools create 

14 an environment which drives energy reductions, DP&L has not forecasted any energy or 

15 demand savings at this time. 

16 Q. What are the estimated costs for this program? 

17 A. The 7-year O&M budget for the education effort is $8.1 million as shown in WPG-L15. 

18 Q. Are there any other education-related costs contained in Workpaper G-1.15? 

19 A. Yes. DP&L intends to study and, if tiie customer benefits are sound, to inq)lement 

20 irmovative energy-efficient pro^*ams and services. Therefore, $300,000 is budgeted in 
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1 2009 for program development efforts, such as exploring new enei^/demand reducing 

2 technologies. This amount wiU increase by $100,000/year m both 2010 and 2011, and 

3 escalated by inflation tiiereafter. hi addition, $500,000 of capital and $325,000 of 

4 expenses are budgeted for the joint construction and operation of an educational facility 

5 to showcase new energy efficiency technologies. 

6 Q, Are there any sources of energy or demand reductions that will be employed by 

7 DP&L to meet the targets set out in Am. Sub. S.B. 221 in addition to the 

8 aforementioned programs? 

9 A. Yes. As referenced in WPG-1.16, through the Smart Grid Development initiative 

10 discussed by Mr. Teuscher in his testimony, DP&L anticipates reducing its line loss by 

11 1% of the sales utilizing the distribution lines enhanced tiirough this mitiative. This will 

12 result in the energy and demand reductions set out on lines 6 and 12, pe^)ectively, of 

13 WPG-1.16. The Company will make available home energy displays to those customers 

14 with access to the advanced metering infrastructure. As shown in WPG-1.17, DP&L 

15 anticipates a 5% energy usage reduction by those customers that utilize the home energy 

16 displays. Finally, DP&L will continue to explore additional opportunities to reduce 

17 energy and demand. 

18 XVIL PROGRAM IMPLEMENTATION 

19 Q. What is the planned implementation timeline? 

20 A. We plan to phase m those energy efficiency and demand reduction programs uQt 

21 requiring infrastructure enhancements (i.e., all programs excq>t Direct Load Control, tiie 

22 new pricing tariffs and some features ofthe website) starting in January 2009. We plan 
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1 to begin to offer the Direct Load Control programs during the summer of 2010 and the 

2 pricing tariffs soon thereafter. These programs will then be expanded as appropriate, 

3 Q. Please describe the marketing activities that wiU be utUized to promote the 

4 programs. 

5 A. DP&L plans to utilize multiple communications channels to promote the programs to 

6 maximize customer engagement. Those charmels include television, radio, print ads, bill 

7 stuffers, direct mail, telemarketing, enhancements to the website as well as outreach 

8 activities by DP&L employees through community presentations, personal visits with 

9 business customers and educational activities geared toward children. DP&L is woiking 

10 with an advertising agency to develop a branding, education and promotional campaign 

11 to maximize the effectiveness ofthe advertising budget. 

12 Q. Could overaU spending associated with the prc^rams exceed the amount sought in 

13 the filing? 

14 A. Yes. DP&L used its best effort to estimate tiie spenduig level needed to achieve the 

15 energy and demand reduction targets set out in Am. Sub. S.B. 221. However, the 

16 Company's actual expenditures will be influenced by customer action, with the Compmy 

17 adjusting the amount of promotion and incentives as appropriate to meet the S.B. 221 

18 targets, provided such activities are cost-effective. 

19 Q. Do you anticipate hiring additional personnel associated with these programs? 

20 A. Yes. We anticipate hiring an additional 8 fiill-time employees to support the demand side 

21 management programs. These employees will join the two individuals currentiy working 

22 on program developm^it to have a total staff of 10. These new positions include 
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1 managers over the DSM programs and vendor relationships, field sales personi^l and 

2 analysts. 

3 XVIII. EVALUATION AND MEASUREMENT 

4 Q. How and by whom will the effectiveness of each program be evaluated in the future? 

5 A. On a regular basis, DP&L will evaluate the actual participation, en^gy/demand reduction 

6 and costs of each program in comparison to the estimates contamed in the filii^ In 

7 addition, DP&L shall engage an evaluation and measurement firm to aid in this effort 

8 The cost for tiie EM&V effort is identified on Une 18 of WPG-1 and is set at 5% of tiie 

9 total operating costs associated witii the programs. 

10 Q. To meet the energy efficiency and demand reductions targets set out in Am* Sub. 

11 S,B, 221, do you anticipate the need to make any changes to individual programs or 

12 your program suite over time? 

13 A. Yes. As I stated earlier, we expect to refine the initial programs, add new programs and 

14 delete any under-performing programs to respond to changes in technology, economic 

15 conditions and consumer preferences. We must also evaluate additional infrastructure 

16 investments that can generate energy or demand reductions. 

17 XK . 2016 - 2023 FORECASTED ENERGY/DEMAND REDUCTIONS 

18 Q. What energy and demand reductions do you attribute to the programs and other 

19 initiatives for the years 2016 through 2023, and how were these determined? 

20 A. Please see WPF-1 for the projected annual energy and d^nand reductions for the IS-year 

21 period ending 2023. The reductions for the first 7 years wa^ obtafaied fixmi WPG-1. 
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1 DP&L forecasts the 2015 incremental armual penetration rates will continue fixmi 2016 

2 tiirough 2023 for all programs and initiatives. It is worth noting, however, that given the 

3 requirements ofthe Energy Independence and Security Act of 2007 relating to the 

4 availability of incandescent bulbs discussed earlier in my testimony, the incremental 

5 energy and demand savings per bulb under the Residential Lighting program is forecasted 

6 at half of the 2015 level for tiie years 2016 flirou^ 2023 to reflect a more efficiait 

7 baseUne (e.g. CFLs to LEDs instead of incandescent to CFLs). 

8 XX. SCHEDULES AND WORKPAPERS 

9 Q. Are you responsible the Energy Efficiency and Demand Response Plan contained in 

10 Section F, lines 3 ~ 8 of Schedule B-2, lines 3 - 8 of Schedule B-3, lines 5 - 8 of 

11 Schedule B-4, Imes 5 - 8 of Schedule B-5, Workpaper G-l, Workpapers G-1.1 

12 through G-l.16 and the ene i^ and demand reduction volumes contained hi 

13 Workpaper F-1? 

14 A. Yes. lam. Workpapers G-1.1 through G-1.16 have beai explained earlier in my 

15 testimony. Workpaper G-l is a summary ofthe cost and energy/demand reduction 

16 information fix)m the other workpapers and these costs appear on lines 3 - 8 of Schedide 

17 B-2, lines 3 - 8 of Schedule B-3, Unes 5 - 8 of Schedule B-4, Imes 5 - 8 of Schedule B-5. 

18 Workpaper F-1 contams a 15-year summary of DP&L's projected ena*gy and demand 

19 reduction volumes. Finally, the Energy Efficiency and Demand Response Plan contained 

20 in Section F is a summaiy ofthe information contained in my testimony. 

21 XXL CONCLUSION 

22 Q. Please summarize your testimony. 



Maria W. Bubp 
Page 36 of 36 

1 A. In summary, DP&L has developed a suite of reasonable programs to empower customers 

2 to reduce their energy and peak demand needs. This suite along with the infi'astructure 

3 enhancements should allow DP&L to meet the energy and demand reduction targets set 

4 out in Am. S.B. 221 given that technology advances will make additional cost-effective 

5 opportunities reasonably available to achieve additional reductions beginning by at least 

6 2013. The Company is committed to meeting the targets, and shall contmue to explore 

7 additional cost-effective opportunities made available through technology develc^ments, 

8 infrastructure enhancements and additional customer programs. The programs that 

9 comprise this initial suite were selected due to their relevance for all customer classes and 

10 effectiveness at other utilities. DP&L has developed reasonable implementation plans 

11 and estimates of avoided demand/energy and costs associated with each program, and the 

12 suite of programs will be revised as needed based on experience and changes in 

13 technology. 

14 Q. Does this conclude your direct testimony? 

15 A. Yes, it does. 



Energy and Demand Reduction Targets 

EXHIBrr MWB-1 

Baseline Calculations 
Energy (MWh) 
Weather Nonnalized Sales 
Adjustments for 2009 
2009 MWh Baseline 

Adjustments for 2010 & Beyond 
2010 & Beyond Baseline 

Demand (MW) 
System Peak 

Adjustments for 2009 
2009 MW Baseline 

Adjustments for 2010 & Beyond 
2010 & Beyond Baseline 

Ta ree t Calculations 
Energy (MWh) 
Baseline 
Annual Savings Requirement 
Cumulative Savings Requirement 
Target (Cumulative) 

Demand (MW) 
Baseline 
Annual Savings Requirement 
Cmnulative Savings Requirement 
Target (Cumulative) 

2006 

15.110,170 
-285.771 

14,824.399 

-451,974 
14,658,196 

3.240 

M 
3,180 

-M 
3,147 

2009 

14,977,729 
0.30% 
0.30% 
44,933 

3,224 
1.00% 
1.00% 

32 

2007 

15,00i;267 
-219.477 

14,781,790 

-377.823 
14,623,444 

3,270 

:4i 
3,225 

J l 
3,193 

mo 

14,825,751 
0.50% 
0.80% 

118,606 

3,192 
0.75% 
1.75% 

56 

2008 

15,467,655 
-140.658 

15,326,997 

-272,043 
15,195,612 

3,299 

'Jl 
3,266 

=62 
3,237 

2011 

14,825,751 
0.70% 
1.50% 

222386 

3,192 
0.75% 
2^P% 

80 

Average 

14,977,729 

14,825,751 

3,224 

3,192 

2012 

14,825,751 
0.80% 
2.30% 

340,992 

3,192 
0.75% 
3.25% 

104 

2013 

14.825.751 
0.90% 
3.20% 

474,424 

3,192 
0.75% 
4.00% 

128 

2014 

14325,751 
1.00% 

4.zm 
622,682 

3,192 
0.73% 
4.75% 

152 

2P15 

14^25,751 
1.00% 
5.20% 

770,939 

3.192 
0.75% 
5.50% 

176 
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EXHIBIT MWB-3 

Summary of Program Costs and Energy/Demand Savings 

Program/Initiative 

Residential Portfolio 
Residential Lighting 
Residential HVAC Diagnostic & Tune-Up 
Residential HVAC Rebate 
Residential Appliance Recycling 
Residential Appliance Rebates 
Residential Low Income Affordability 
Residential Direct Load Control 
Residential Time of Use Pricing 
Residential Peak Time Rebates 
Subtotal 

Non-Residential Portfolio 
Non-Residential Prescriptive Rebates 
Non-Residential Custom Rebates 
Non-Residential Direct Load Control 
Non-Residential Time of Use Pricing 
Non-Residential Critical Peak Pricing 
Subtotal 

7-Year 
O&M Costs 

$20,143,118 
$8,442,276 

$11,030,628 
$2,470,570 
$1,413,207 
$7,715,198 
$7,101,913 
$1,333,934 
$1.333.934 

$60,984,778 

$22,302,841 
$13,957,683 

$1,101,392 
$1,333,934 
$1.333.934 

$40,029,784 

7-Year 7-Year Energy Yr. 7 Demand 
Capital Costs SavinosiKwH) Savkios (Kw^ 

765,028.964 
77.165,688 
39.977,000 
89.448.507 
23.023.161 
47.744.116 
15,467,850 

1.057355.286 

791.147.872 
313.852^49 

3.336,438 

1,108,336.559 

16.637.7 
17.779.7 
9.649.5 
3.850.3 

744.0 
901.6 

23.083.2 
6,076.1 
8.494.5 

87.216.6 

59.840.1 
16.649.6 
4,898.4 
4.107.5 
5.029.0 

90.524.6 

Education and Outreach 
Education and Outreach $11,759,324 $500,000 

Other 
Distribution Automation System Enhancements 
Home Energy Display 
Evaluation Measurement and Verification 
Subtotal 

$5.663.694 
$5,663,694 

$118,437,580 

54.110.000 5,300.0 
308.650,344 

362.760.344 5.300.0 

$500,000 2.528.952,189 183.041.2 

The costs associated with these initiatves are supported in the AMI and Snnait Grkl chapters of this IHing. 
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1 I, INTRODUCTION 

2 Q. Please state your name and busmess address* 

3 A. My name is Gregory S. Campbell My business address is 1065 Woodman Drive, 

4 Dayton, Ohio. 

5 Q. By whom and in what capacity are yon employed? 

6 A. I am employed by The Dayton Power and Light Company ("DP&L" or "Company*') as 

7 Director, Accounting Pohcy and Extemal Reporting. 

8 Q. How long have you been in yonr present position? 

9 A. I assumed my present position on June 18,2008. Prior to that, I had beoi ^r^loyed ftom 

10 1981 through 2008 by American Electric Power, serving in a number of accounting and 

11 financial positions with that company. 

12 Q. What are your responsibilities in your current position and to whom do you report? 

13 A. In my current position, I am responsible for financial reporting to certain regulatory 

14 bodies, including the SEC and FERC. I am also responsible for reviewing certain 

15 accounting transactions to insure adherence to Generally Accepted Accounting 

16 Principles. I report to the Assistant Controller of DP&L. 

17 Q. Will you describe briefly your educational and business background? 

18 A. I received a Bachelor of Business Administration degree in Accounting fix)m die College 

19 of WiUiam and Mary in 1977, and am a Certified Public Accountant. From 1977 to 

20 1981,1 worked for two large public accounting firms: Cockers and Lybrand, and Peat, 
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1 Marwick and Mitchell. During the years 1981 tiirough 1984,1 woiked in the Accountmg 

2 Department of one of American Electric Power's electric operating subsidiaries, 

3 Appalachian Power Company. From 1984 until 2008,1 worked for the American 

4 Electric Power Service Corporation in a variety of jobs, including Accounting PoUcy and 

5 Research for fourteen years, accounting for fiber optic operations, and accounting and 

6 financial analysis for regulated and non-regulated operations. In June 2008,1 accepted 

7 my current position at DP&L. 

8 Q. Have you previously provided testimony before the Public Utiliti^ Commission of 

9 Ohio ("PUCO" or the "Commission")? 

10 A. Yes. I have sponsored testimony before the PUCO in a number of cases on behalf of 

11 Columbus Southem Power and Ohio Power Company, two subsidiaries of Ammcan 

12 Electric Power. My previous testimony included both base rate and fiiel cases. 

13 Q. What is the purpose of this testimony? 

14 A. The purpose of this testimony is to support and explain the accounting treatments 

15 associated with the Customer Conservation and Energy Management ("CCEM") 

16 Programs. My testimony addresses the fiiture accounting impacts. 

17 Q. What Schedules are you supporting? 

18 A. I am supporting Schedules B-2 througih B-6 and Schedules C-2 through C-3.1. I am also 

19 sponsoring Workpapers WPB-2 through WPB-6 and Woriq)q)ers WPC-2 through WPC-

20 3.2. 
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1 II. METHODOLOGY 

2 Q. What is the source of the information shown in Schedules B-2 through B-6 and 

3 Schedules C-2 through C-3.1? 

4 A. The Company developed the business case for tiiree components ofthe CCEM Programs: 

5 Delivery, Energy Efficiency & Demand Response, and Information Technology (IT). My 

6 responsibility was to consohdate the estmiates for each of those components, allocate 

7 costs and benefits to the appropriate accounts, and produce integrated accounting 

8 statements. 

9 • Delivery, Included estimates for Advanced Metering Infirastructure (AMI) and 

10 Smart Grid Development Plan (Smart Grid) Projects. These figures included 

11 estimates of: capital costs; Operations and Maintenance (O&M) expend; m-

12 service dates, any early retirement dates; depreciation rates for new equipment (if 

13 different fixim previous DP&L accounting practices); and operational savings 

14 firom deployment of new technology. 

15 • Energy Efficiency and Demand Response. Included estimates for all proposed 

16 programs included in DP&L*s Energy Efficiency & Demand Response Plan. 

17 These figures included estimates of costs associated with developing and runnii^ 

18 the proposed suite of programs; estimated demand and energy savings associated 

19 with the operation of those programs; and estimates of new capital costs. 

20 • IT, Included estimates for all IT systems requured to support AMI, Smart Grid, 

21 and Energy Efficiency & Demand Response Programs; capital costs; O&M 

22 expense; in-service dates, any early retirement dates; and operational savings 

23 fi-om deployment of new syst̂ cns. 
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1 Q. Did you ensure that aU data/estimates were reported in a consistent manner and in 

2 accordance with PUCO guidelines? 

3 A. Yes. I reviewed the standard PUCO accounting schedules and identified the schedules 

4 relevant to the initiatives proposed as part of CCEM. I then developed a template to 

5 collect data for each part of CCEM in a standardized format that would feed mto those 

6 schedules. 

7 Q. What is the basis for translating projections into future year doUars? 

8 A. The analyses assume an annual inflation rate of 3.25-percent which is sppropriate and 

9 reasonable when compared to flie increases in the Consumer Price Index for all Urban 

10 Customers (CPI-U) for tiie last tiuee calendar years 2005 tiirough 2007. 

11 III. SCHEDULES 

12 Q. Please list the schedules for which you are responsible. 

13 A. I am responsible for the following schedules. Please note that all these Schedules include 

14 subtotals for Energy Efficiency and Infi'astructure, except for Schedule B-6. Schedule B-

15 6 uses the same Allowance for Funds Used During Constmction (AFUDC) rate for both 

16 Energy Efficiency and Infi'astructure. 

17 Schedule B-2: Plant In-Service - New Property. This Schedule shows the year-aid 

18 balances in Account 101, Electric Plant In-Service. 

19 Schedule B-3: Reserve for Accumulated Depreciation and Amortiz^don - New Property. 

20 This Schedule shows the year-end balances in Account 108, Res«ve for Accumulated 

21 Depreciation and Account 111, Reserve for Accumulated Amortization. 
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1 Schedule B-4: Constmction Work In-Progress. This Schedule shows tiie yeaor-end 

2 balances in Account 107, Constmction Work In-Progress. 

3 Schedule B-5: Net Book Value of Assets Prematurely Retured. This Schedule shows the 

4 amount of annual retirements. 

5 Schedule B-6: Allowance for Funds Used During Constmction, 

6 Schedule C-2: Total Operations and Maintenance Expense and Related Fringe Benefits 

7 by Account. Decreased O&M costs are shown on Schedule C-2.1 

8 Schedule C-3: Total Depreciation and Amortization Increased Costs. D^ircased 

9 depreciation and amortization costs are shown on Schedule C-3.1 

10 Q. How did you categorize CCEM program costs that were submitted to you? 

11 A. Once I received the figures, I identified and appropriately accounted for capital VCTSUS 

12 O&M expenses based on the requirements contamed within the FERC Uniform System 

13 of Accounts. A summary of total CCEM O&M is provided m Schedules C-2 tiirou^ C-

14 3.1. 

15 Q. Can you describe the process that yon used to calculate the operations and 

16 maintenance expense amounts shown in Schedules C-2 and C-2.1? 

17 A. Yes. Operations and maintenance expenses were submitted in the templates I provided. 

18 These amounts are identified as incremental charges for new activities, less savings 

19 resulting firom the elimination or reduction of current activities in future periods. The 

20 dollar amounts are expressed in future year dollars and are a measurement ofthe 
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1 projected effect upon operations and maintenance expenditures that results directly fiism 

2 the implementation ofthe CCEM Pro^-ams. 

3 Q. Please explain how you treated new capital investments required for CCEM 

4 Programs as summarized in Schedules B-2 and B-4. 

5 A In Schedules B-2 and B^ , I classify all new cs^ital line items as either "in service" or 

6 "in constmction" at each year-end based on the start date of constmction and the time 

7 required to complete the construction activities. 

8 I identified the appropriate property accoimt to which the cost items relate based on 

9 FERC guidelines and DP&L practices. To develop Schedule B-3,1 used the £q)propriate 

10 depreciation rate to forecast depreciation expense on an aimual basis, based upon the 

11 original property account. 

12 The original cost less accumulated depreciation constitutes the property component ofthe 

13 year-end rate base. 

14 Q. Can you describe the process that yon used to calculate the depreciation and 

15 amortization expense amounts summarized in Schedule B-3? 

16 A. Yes. The amounts ofthe annual construction ©cpenditures were provided to me. The 

17 depreciation expense amounts associated with this property are genendly based on 

18 applying the Company's presesit depreciation rates to the capital property which is 

19 expected to be acqmred or constmcted for the CCEM Programs. Hie new AMI met^s 

20 are an exception to the use ofthe Company's present depreciation rates. These new AMI 

21 meters are expected to have a useful life significantly different fix)m the Company's 
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1 existing meters. Therefore, I used a higher depreciation rate based on the expected 

2 relatively shorter life ofthe new AMI meters. 

3 Q. In developing Schedule B-3, you used an ^average expected useful life" for AMI 

4 meters of fifteen years. How was this life determined? 

5 A. DP&L believes that these meters have an estimated useful Ufe of about fifte^ years. 

6 Consolidated Edison Company of New York and PEPCO have both filed with their 

7 commissions for approval ofa fifteen year depreciable fife for AMI meters. These cases 

8 are still in process. This average fife expectancy of fifteaa years has also been reviewed 

9 for reasonableness at our request by the actuarial firm of Manag^nent Applications 

10 Consulting, Inc., which is located in Reading, Pennsylvania. 

11 Q Did you calculate AFUDC for new capital? 

12 A. Yes. The AFUDC computation is based upon inclusion in rate base of 75% of 

13 construction value. The amount of Constmction Work Ih-Progress (CWP) in rate base is 

14 summarized in Schedule B-4. The earnings impact ofthe annual AFUDC accruals is 

15 contained in the same Schedule. 

16 Q. Did you consider the potential need to retire existing capital early as a result i^ 

17 CCEM Programs? 

18 A. Yes. Some initiatives will involve tiie rethement of assets at dates prior to that wtach 

19 would otherwise have been expected. Details of all premature retirem^its associated 

20 with CCEM Programs are identified in Schedule B-5. I was provided witii mfoimation as 

21 to which capital assets will need to be retired. Then I identified the property account tfett 

22 applies to the retired property. For each retirement, I identified the ^^ropriate 
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1 depreciation rate that was appticable in CMrder to calculate depreciation savings and 

2 forecasted the net book value based on the in-service date ofthe property through to the 

3 projected date of retirement. 

4 Q. How were the amounts of assets prematurely retired that are associated with 

5 property determined in Schedule B-5? 

6 A. The assets prematurely retired calculation pertains to the early retirement of cq)ital 

7 property as noted earlier. The accumulated depreciation for this property was calcidated 

8 by applying the depreciation rates in effect for each asset that is expected to be retired, to 

9 the original cost of the asset over the time in which it has been in service. The 

10 depreciation rates exclude the cost ofthe future removal ofthe asset. The r^naining im-

11 depreciated net book value was reduced by the projected amount of salvage im>ceeds tiiat 

12 are expected to result from the disposition ofthe asset. 

13 Q. What did you do to obtain the employee fringe benefits and tax expense amounts 

14 shown in Schedule C-2? 

15 A. I was provided with the workforce requirements ofthe CCEM Programs. Then the doUar 

16 impact on the Company's base payroll cost was calculated. This information, with which 

17 I was provided, was used in developir^ the earnings summary in Schedule C-2. The 

18 projected fiinge benefits were based on the cost per en^loyee or a percent^e ofthe 

19 payroll dollars. As examples, the medical insiu'ance was based on the average medical 

20 cost to the Company for each employee, while the pension expense was based oa a 

21 percentage ofthe employees' payroll costs. 

22 The effect upon employee taxes is based on applying the present PICA rate of 7.65% to 

23 the portion ofthe incremental dollars ofthe Company payroll charges which would be 
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1 charged to operations and maintenance costs as a result ofthe CCEM Programs. I also 

2 included federal and state unemployment taxes, FUTA and SUTA, respectively, in the 

3 employee taxes based on their ciurent rates. 

4 Q. What did yon do to obtain the decreased costs shown in Schedule C-2.1? 

5 A. The forecasted cost reductions are based on specific savings anticipated firom the CCEM 

6 Programs. 

7 Q. What did you do to obtain the increased depreciation and amortization expense 

8 summarized in Schedule C-3? 

9 A. These amounts were taken fiom the detailed workpqiers that v/ere used to calculate the 

10 reserve for accumulated depreciation and amortization shown on Schedule B-3. 

11 Q. What did you do to obtain the decrease in depreciation and amortization expense 

12 amounts shown in Schedule C-3.1? 

13 A. These amoimts were developed by taking the depreciation and amortization rates tteit 

14 would have been charged to the assets that were prematurely retired and multiplying 

15 those rates times the original cost of those assets. 

16 Q. Are the calculations shown in the referenced schedules reasonable? 

17 A. Yes, the results are based on the researched costs of specific activities that have been 

18 projected by the Company. The Compan/s present depreciation rates have been used to 

19 quantify the impact on dqireciation expense, other than the previously-noted prop<«ed 

20 new depreciation rate for the new AMI meters. The dollar amount of prc^erty 

21 retirements is based on the original capitalized cost ofthe property. 
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1 IV. REVENUE DEFERRAL 

2 Q. Will a portion of the revenue associated with the levelization of the infrastructure 

3 revenue be deferred in the early years ofthe seven-year period? 

4 A. Yes. As discussed by witness Seger-Lawson, we are requesting the levelization of tiie 

5 infrastmcture revenue over a seven-year period. We will defer the levelized revenue in 

6 excess of each calendar year's unlevelized revenue requirement in Account 254, Other 

7 Regulatory Liabilities. This deferred revenue will be fed back to revraiue m the latCT 

8 years when the levehzed revenue level is less than the annual unlevelized revraiue 

9 requirement. We would also record deferred federal income taxes associated with this 

10 revenue leveHzation. 

11 V. CONCLUSION 

12 Q. Please summarize your testimony. 

13 A. In summary, the projected dollar expenditures (both incremental and savings) are based 

14 on specific activities and asset purchases. The depreciation costs associated with new 

15 assets are based on established rates, except in the case of new AMI meters for which 

16 Commission approval is being sought for the application of a new rate of depreciation for 

17 these meters. Depreciation reductions are based on the original costs of equipment to be 

18 retired. Premature asset retirement cost measurements are based on the net book value of 

19 equipment to be retured less estimated salvage. 

20 Q. Does this conclude your direct testimony? 

21 A. Yes, it does. 
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1 I. INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Karen R. Garrison. My busmess address is 1900 Dryden Road, Dayton, 

4 Ohio 45439. 

5 Q. By whom and in what capacity are you employed? 

6 A. I am employed by DPL Inc. as Durector, Corporate Infonnation Systems. 

7 Q. How long have you been in your present position? 

8 A. I assumed my present position in February 2001, Prior to that time, I was a consultant 

9 working for PCMS Datafit in Cincinnati OH. I worked primarily on packaged system 

10 implementations. I have 23 years of experience working in various types of business in 

11 an Infonnation Technology role. 

12 Q. What are your responsibilities in your current position and to whom do you report? 

13 A. In my current position, I am responsible for all aspects of Information Technology (IT) 

14 for The Dayton Power and Light Company ("DP&L" or "Company"). My department is 

15 responsible for all IT infi'astmcture and appUcations throughout DP&L. I report to the 

16 CFOofDP&L. 

17 Q. Will you describe briefly your educational and business background? 

18 A. I received a BS degree in Computer Management fix)m West Virginia Institute of 

19 Technology in 1985. I received an MBA with a concentration in Operations 

20 Management from the University of Cincinnati ui 2002.1 worked at the Hamilton County 
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1 Department of Human Services firom 1985 to 1997. I held a variety of roles begimung as 

2 a programmer and progressed to analyst, project manager and programming manager. I 

3 then worked for Clopay Corporation as an Applications Development manner firom 

4 1997 to 2000. I worked for PCMS Datafit as a senior consultant fix>m 2000 to 2001. 

5 During that time, I worked at a variety of companies providing implementation services 

6 for package systems. I was engaged by DP&L in July of 2000 to work on its Enter|mse 

7 Resource Planning (ERP) system. I was hired by DP&L as a full-time employee in 

8 Febmary of 2001. I held the appUcation development manager role, re^onsible for ERP, 

9 and I then took responsibiUty for aU corporate applications including the customer 

10 information system. In April 2007,1 took responsibility for all IT at DP&L. 

11 Q. What is the purpose of this testimony? 

12 A. The purpose of this testimony is to support and explain the TT systems required to 

13 implement DP&L's Customer Conservation and Energy Management ("CCEM") 

14 Programs. I am also providing facts about the functionality and cost of tiiese systems. 

15 This testimony relates specifically to the IT Systems (e^g,. Meter Data Management 

16 (MDM) and supporting systems) that will be used to process the new data captured by the 

17 Advanced Meter Infi-astracture (AMI) system. 

18 Q. What Workpapers are you supporting? 

19 A. I am supporting: 

20 1. Workpaper WPH-1.4 - Information Technology - All Systems Summary 

21 2. Workpaper WPH-1.4.1 - Information Technolc^ - CIS System Summary 
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1 3. Workpaper WPH-1,4.2 - Information Technology - eServices Summary 

2 4. Workpaper WPH-L4.3 - Information Technology - MDM & LMS Systems 

3 Summary 

4 5. Workpaper WPH-1.4.4 - Information Technology - OMS System Summary 

5 6. Workpaper WPH-1.4.5 - Information Technology - DMS System Summary 

6 7. Workpaper WPH-1.4.6 - Information Technology - MWM System Summary 

7 8. Workpaper WPH-1.4.7 - hiformation Technology - SOA Summary 

8 9. Workpaper WPH-1.4.8 - Information Technology - hifrastmcture Summary 

9 Q. Have you prepared a glossary of terms used in this testimony? 

10 A. Yes, as follows: 

11 AMI - Advanced Metering Infi-astiiicture 

12 BAM - Business Activity Monitoring 

13 BPM - Business Process Management 

14 CIS - Customer Information System 

15 DMS - Distribution Management System 

16 DSM - Demand Side Management - Influencing the level of donand for electricity, e^g., 
17 through conservation programs and education related to home insulation, energy efficient 
18 appliances, etc. 
19 
20 EPMM - Enterprise Project Management Methodology 

21 ERP - Enterprise Resource Plaxuung 

22 eServices - Intemet Services 

23 GIS - Geospatial Information System 
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1 IVR - Interactive Voice Response 

2 LMS - Load Management System 

3 MDM - Meter Data Management 

4 MWM - Mobile Workforce Management 

5 OMS - Outage Management System 

6 PMO - Program Management Office 

7 SOA - Service Oriented Architecture 

8 II. OVERVIEW OF SCOPE OF PROJECTS 

9 Q. Please describe DP&L's plan for implementing IT systems to support CCEM 

10 Programs, 

11 A. As part of tiie CCEM initiative, DP&L has developed a detailed, multi-year plan for tiie 

12 upgrading and implementation of new automation systems intended to improve back 

13 office functions, streamline utiUty opemtions, improve transmission and distribution 

14 network reUability and enhance customer service. Among the systems to be implem^ted 

15 under this plan are: 

16 • Customer Information System (CIS) 

17 • eServices (e^., web services for customer interaction) 

18 • MDM System & Load Management Syst^n (LMS) 

19 • Outage Management System (OMS) 

20 • Distribution Management System (DMS) 

21 • Mobile Work Force System (MWM) 
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1 • Service Oriented Architecture (SOA) 

2 • I T Infrastructure (e^.. Hardware, Software) 

3 The system estimates sponsored in this testimony include the hardware, software, 

4 associated maintenance, and labor required to implement and deUver these systems. 

5 Although not within my scope of testimony, DP&L will also be installing an AMI system 

6 as the centerpiece of its plans to pursue its CCEM vision. Together, th^e new systems 

7 and technologies will position DP&L to pursue the Smart Grid concept and to help meet 

8 the energy efficiaicy and altemative energy requirements of S.B. 221. 

9 Q. What is in the scope of DP&L*s estimates from a phase perspective (change 

10 management, conversion, testing, etc.)? 

11 A. DP&L's estimates include the cost of implementing a system completely through deUvery 

12 to the end user. The estimates also included the costs of ongoing maintenance (e.g.> 

13 hardware, software and labor) to support the CCEM operations going forward. The 

14 figure below shows the work flows and project phases that were estimated: 
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2 Q. Do DP&L*s estimates include modifications to existing systems or replacement with 

3 new systems? 

4 A. DP&L's estimates were based upon replacement of existing systems or implementation of 

5 new systems where the function did not exist m the past. Replacement systems include 

6 CIS, OMS and MWM. New systems include MDM, IMS, eServices, and DMS. SOA 

7 and the IT Infrastmcture components are required to enable a seamless implementation of 

8 the integrated systems to support the CCEM vision. 

9 Q. Why has DP&L chosen to replace systems versus upgrading/modifying existing 

10 systems? 

11 A. We assessed each system independ^tly to determine whetiier or not we would replace 

12 the system or modify the existing system. In some cases, those decisions were fairly 

13 straight-forward, as DP&L did not have an existing system tiiat supported the needed 
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1 functionaUty (e^g.. Meter Data MEuiagement, Load Management, Distribution 

2 Management). As we assessed the existing legacy systems, it became apparent that the 

3 cost of upgrading, modifying and maintaining fliose legacy systems would outweigh the 

4 cost of implementing newer, more flexible applications. There are several key 

5 circumstances that led us to this decisiorL First, the requirements for CCEM Programs 

6 are expansive and will affect a large percentage ofthe individual systems that we need to 

7 replace (e^., CIS, OMS). Second, the systems that we currently maintain were 

8 developed on older technology that is not easy to modify. Third, the existing systems are 

9 highly customized and were not specifically developed to support the Donand Re^onse 

10 and Smart Grid reqmrements that are generally new to the industry as a whole. Finally, 

11 DP&L's previous studies support the approach of replacing these older systems versus 

12 continumg to modify. This decision aligns with the DP&L IT Department's philosophy 

13 of deploying open-architecture and standards-based IT technology that is useful across 

14 the largest possible set of users, that can serve as the foundation for more specialized 

15 services and appUcations, and that is secure, stable, reUable, robust, timely, well-

16 documented, and easy to integrate. 

17 Q. Please describe the team that created DP&L*s estimates. 

18 A. The team consisted of a project lead from DP&L*s IT department and a lead fix>m sa 

19 extemal consulting practice with expertise in the utility industry and the development of 

20 rr estimates. Providing direct support to those team leads were key DP&L business and 

21 n resources and extemal consulting firm team members, which included senior 

22 leadership, project management and subject matter speciaUsts. The team used existing 
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1 data, interviews, meetings and/or workshops to collabcM t̂e with the key stakeholders 

2 within the business units and functions served. 

3 Q. What was the process for creating DP&L's estimates? 

4 A. The approach used a blended consultmg / DP&L team, woiking together to i»cvide the 

5 estimates for the systems discussed earlier. The team used existing and historical data, 

6 interviews, and meetings to collaborate directiy with the DP&L subject matter speciaUsts 

7 and key stakeholders within the business units. The extemal consulting team memb^s 

8 provided day-to-day industry knowledge by providing subject matter specialists to 

9 support, the development ofthe estimates, consistent with DP&L's vision. Furthermore, 

10 DP&L followed the industry standard estimating methodology and practices used by the 

11 consulting firm to deliver estimates that took into consideration the time-value of money 

12 and met the high-level fimctional requirements needed for each system. 

13 Q. Can you please describe the quality assurance methods that DP&L has in place to 

14 provide complete and accurate deUverables for this project? 

15 A. One ofthe DP&L IT Department's core fimctions is estimating and delivmng projects. 

16 DP&L assigned subject matter specialists for each ofthe designated areas within CCEM. 

17 These DP&L employees worked with the subject matter speciaUsts from the extemal 

18 consultant to determine future requhements and estimate costs. In addition DP&L has its 

19 own internal standard documentation and estimating methodology that has beai 

20 developed firom years of experience. The estimatmg components created for CCEM w^re 

21 compared against this estimating methodology. Finally, DP&L also has a formal project 

22 management office established to ^isure standard and reUable methods are used to 

23 estimate and execute projects. 
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1 Q. Are you famUiar with the quality assurance methods that the extemal consultant 

2 assisting DP&L with CCEM Programs used to provide completeness and accuracy? 

3 A. Yes, I became familiar with that process through my extemive work witii that external 

4 consultant. The extemal consultant has a formal and clearly-defined quality assiuratK ê 

5 methodology that it employs for each project that it executes. This quaUty assurance 

6 methodology is standard across all projects it performs to ensure uniformity and clarity 

7 across its global organization. The intent of this rigorous quality assurance methodology 

8 is to improve predictability of delivery and reduce risk of things such as project budget 

9 overruns. The extemal consultant employed this methodology throughout the estimation 

10 process. 

11 Q. What are the major components and variables that make up DP&L's estimates (e^g., 

12 Rates, Workdays, Complexity, Number of widgets)? 

13 A. The major components and variables that make up DP&L's estimates include: 

14 • Number of widgets (reports, databases, forms, business processes, interface etc.) 

15 • Required labor, both internal and extemal 

16 • Hardware 

17 • Soflware 

18 Q. What Software and Hardware are included in DP&L's estimates? 

19 A. The estimates mclude the hardware, q)pUcations and operating soflware necessary to 

20 satisfy the requirements as defined by the business. Generally, the hardware and software 

21 included are: 
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1 • Vendor soflware required for the operation ofthe infrastmcture such as database and 

2 operating system soflware and protocols 

3 • Application, network, communications and database servers 

4 • Hubs, routers, work stations, printers, cables and other devices 

5 • Voice, data and network management systems and communications 

6 • Web servers and web hosting soflware 

7 • Third party soflware including Windows, Linux, UNIX, DB2, IBM and other proprietary 

8 platforms and appUcations 

9 • MDM, CIS, WMS, OMS, LMS and other proprietary software ^plications and Ucenses 

10 • Data storage soflware and licenses such as Oracle, SQL and associated database acc^s 
11 tools and protocols 
12 • Ancillary tools and products needed in support ofthe implementation and ongoing 
13 operations ofthe systems (e^., development tools, backup and recovery soflware, system 
14 monitoring tools, etc.) 

15 Q. What is the largest cost component? 

16 A. The largest cost component is labor. If examined on a per-system basis, the lai^est cost 

17 component is for the CIS system. The significant labor cost for the CIS results firom the 

18 need to design and configure the complex functionality inherent in a CIS as necessary to 

19 support a broad range of interactive customs service fimctions for a regulated utiUty 

20 operating in a competitive market. 

21 Q. What resources wiU be needed to implement tiie IT systems? 
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1 A. The implementation team will be comprised of a mix of internal staff (IT and Business) 

2 as well as extemal consultants. The following figure shows an estimate ofthe total 

3 staffing required by quarter for the first seven years. At the peak, DP&L anticipates that 

4 99 total Full Time Equivalents (FTEs) will be working on the implementation. 

Total CCEM FTEs 
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5 Q. What types of resources will be needed to implement these systems? 

6 A. The implementation of these systems will require a variety of resources including project 

7 managers, IT strategy personnel, technical architects, and business process designers. 

8 Q. How will the increase in operating and applications software and equipment affect 

9 the IT department's overall O&M expenditures once these systems are 

10 implemented? 

11 A. DP&L has estimated that upon completion, a total of 35 additional IT employees will be 

12 required to support the new IT architecture and operating platform. This total number of 
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1 additional resources is necessary to support the increase in network and data centw 

2 infrastmcture hardware and operating systems, and databases and application software 

3 that will be implemented and must then be maintained and periodically i^graded. To 

4 validate furtiier the IT resource increase, DP&L contacted a utiUty of shnilar size that 

5 currently operates systems similar to those in DP&L*s estimates. Althou^ the DP&L 

6 total IT staffing requirements were sUghtiy lower overall than that of tiie comparable 

7 utility, we found tiiat our total resource requirements were closely aligned by functional 

8 area. Ongoing support ofthe implemented systems is included in future O&M 

9 projections. 

10 Q. Are the implementation estimates and timelines appropriate and reasonable? 

11 A. Yes. DP&L has adopted a multi-year in^>lementation strategy that takes into 

12 consideration the relative complexities and interdependencies ofthe various systems and 

13 interfaces that will be required to achieve the CCEM vision. Some parts of tiie plan, such 

14 as the IT infrastmcture improvements, are targeted for earUer phases, while others, such 

15 as the Outage Management and Mobile Work Force Management Systems, will come 

16 later and will benefit fix>m new functionaUty that wiU be provided by AMI with its new 

17 communications links and the GIS. The TT infi-astructure upgrades will provide the iq>-

18 to-date hardware platforms, security and governance improvements needed to position 

19 DP&L for the forthcoming replacement of its legacy CIS system. DP&L's plan is 

20 designed to build upon previous phases and to capitalize on the initial stages of 

21 deployment to meet the upcoming enei^ efficimcy and d^nand response requiremaits. 

22 Q. Can you please describe the review process that the estimates went through during 

23 the plannmg of CCEM Programs? 
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1 A. There were multiple levels of review that occurred throughout the estimatmg process. 

2 The project team reviewed the estimates, the project managers reviewed estimates and 

3 then the executive sponsors ofthe project reviewed and provided feedback on the 

4 estimates. From a process perspective, one ofthe most important components ofthe 

5 review process was peer reviews. The extemal consultant scheduled meetings with 

6 mukiple peer groups within its organization to review the assumptions, requirements and 

7 estimates. These peer reviews are a methodical examination of work product by 

8 objective peers to identify defects and recommend changes to assist in a mc»e accurate 

9 and complete product. During these peer reviews, the CCEM program estimates wwe 

10 compared with project implementation actuals that contained shnilar attributes (e.g.. 

11 scope, fimctionaUty, scale, etc.). The estimates were compared on a variety of 

12 dimensions. Examples of these dimensions included workdays, dollars, implementation 

13 timefi^mes, number of resources required and percentage of workdays per 

14 implementation phase. If there were differences among the dimensions, estimate and 

15 requirements, they were discussed within the project team and adjustm^its were made as 

16 appropriate. 

17 Q. Can you please provide examples of qnaUty assurance project roles that ensured 

18 completeness and accuracy? 

19 A. Both the extemal consultant and DP&L had project managers assigned to the project. 

20 One responsibility ofthe project manager was to define the project review and iteration 

21 process. Another project manager responsibiUty was to review the estimates using 

22 established estimating models, leading practices and past experiences. DP&L and 

23 extemal consulting subject matter speciaUsts also played a key role in analyzing the 
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1 estimates for completeness and accuracy. The external consultant ^nployed a Qudity 

2 Assurance director within the process. This is a senior executive role with quality 

3 assurance responsibilities. These responsibiUties include verifymg tiie extemal 

4 consultant methodology is used on the project, as well as reviewing the key deliverable 

5 ofthe project for completeness and accuracy, 

6 Q. How do DP&L's estimates compare to costs for similar projects in the marketplace? 

7 A. The figures that DP&L has developed are consistent with those developed by otiier 

8 utilities, although the scope and timing may be different. While no two utiUti^ are 

9 exactly alike m terms of service area, customer mix, deregulation state and retail siqipUer 

10 access requirements, these estimates are in line with implementations executed at other 

11 similarly-sized utility firms that have similar operating and customer service 

12 requirements. The project team used Gartner, a leading information technology r^earch 

13 and advisory company, to vaUdate the estimates. The research included gatheruig 

14 current, appUcable white papers for the team to use as reference data points. We also 

15 scheduled conference calls with mdustry analysts to discuss the DP&L plans and how 

16 they conelate to others. 

17 Q. Please describe DP&L's planned implementation sequence. 

18 A. DP&L's plan provides a logical installation sequence that begins to upgrade the IT 

19 infrastructure and moves to an open-architecture platform through SOA before moving to 

20 otiier system mstallations. Early project mitiatives for AMI, CIS and MDM, involve 

21 multi-year planning and installation horizons that will |»rovide sufficient time for the 

22 planned IT upgrades to take place prior to final testing and implemratation. DP&L will 
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1 then proceed with the later phases of its CCEM Programs including instaUation of 

2 systems such as outage and distribution management that have a heavy reUance on AMI. 

3 Q. Is the sequence of implementations consistent with DP&L's overaU CCEM strat^y? 

4 A. Yes. The aggressive energy efficiency targets and timetables estaWished in S.B. 221 

5 dictate that DP&L move rapidly to estabUsh tiie mechanisms for achieving the required 

6 results. DP&L's CCEM timeline is stmctured to bring AMI and load man^ement 

7 functions on line as soon as reasonably possible given the complexity ofthe CCEM 

8 Programs. As these systems begin to contribute the desired benefits, DP&L will then 

9 target the additional operating and network reUability improvements that will come fiom 

10 miplementing OMS and DMS. 

11 Q. Are there controls in place to ensure project success? 

12 A. Yes. Consistent with program and project management principles, there are mechanisms 

13 and processes to manage the project effectively to faciUtate success. These processes 

14 include but are not limited to: quaUty manag^nent, status reporting, effective woric 

15 planning, issue/risk management, scope and change management, budget/benefit and 

16 financial management. 

17 The IT department at DP&L has developed and instituted an Enterprise Project 

18 Management Metiiodology (EPMM) that wiU be followed for tiie CCEM Programs to 

19 ensure successful completion. The EPMM is managed by the IT Department's PMO. 

20 DP&Us EPMM is currently in use to control, monitor, and siqsport the successful 

21 execution and completion of all enterprise technology initiatives, IT PMO resources are 

22 using the EPMM to achieve success. 
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1 Q. Can you further describe the EPMM and how it wiU be used for the CCEM 

2 Programs? 

3 A. The DP&L IT EPMM solution estabUshes controls throughout flie Ufe cycle of tii« 

4 project. The controls are in place fix>m planning through post implementation. During 

5 planning, the EPMM ensures that project objectives, risks, scope, etc. arc confirmed. All 

6 roles and responsibilities are defined, a project work plan is created, aU resources are 

7 identified, and a communications plan is developed. During implementation, the 

8 structured and rigorous EPMM is followed fit)m requirements gathering and design 

9 through testing ^ d implementation. The DP&L IT EPMM is established for all a^iects 

10 of project management. The IT EPMM process manages: master implementation plan 

11 development and the work breakdown stmcture, the project's budget, issu^, risks, scope, 

12 change control management, resources, integration and dependencies, quality, 

13 communications, knowledge, status reporting, benefits reaUzation, and performance 

14 management. 

15 Q. Can you describe the responsibUities ofthe IT work stream Coordhiator? 

16 A. Yes. The responsibiUties ofthat role include: 

17 • Assisting with the roll-up of program management processes, methods associated 

18 with the IT work stream 

19 • Ensuring work stream deUverables are consistent with the overall manag^nmt of the 

20 total CCEM initiative 

21 • Overseeing the work plan, and the financial, resource, issue, quaUty, scope and risk 

22 management issues associated with the IT work stream 

23 • Developing communications needed for program leadership 
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1 • Assuring that the IT decisions are consistent across all work streams and a l^ed with 

2 tiie CCEM vision 

3 • Ensuring necessary individuals are included and bought into the solution 

4 Q. What process will DP&L use to manage the CCEM IT program schedule? 

5 A. The IT work team wiU manage a work plan with clear start and end dates, precedence, 

6 order, dependencies, and resources needed for all activities. The woric plan wiU be 

7 monitored continuously by the PMO and project leadership to ensure that it is 

8 comprehensive, sound and logical. 

9 Q. What process wiU DP&L use to manage the CCEM FT budget? 

10 A. Financial Management is a key component of IT's EPMM project managem^t process. 

11 EPMM will control and manage the project's budget and other finances, as well as the 

12 financial reporting for the program/project. This process encompasses estabUdiing 

13 budget amounts and tracking mechanisms, and tracking all budget amounts, actual 

14 amounts incurred, forecasts, and variances for both mtemal and extemal project 

15 activities. Requiring that the team provide forecasts allows for corrections to be made 

16 along tiie project timelme to mmunize budget impacts and overruns. 

17 Q. What process wiU DP&L use to manage the risks and issues related to delivery of 

18 the CCEM IT systems? 

19 A. Risk Management is the process of identifying, measuring, and assessing risk impacts, 

20 and developing strategies to manage those impacts. IT's EPMM Issue Managem^t 

21 practice covers the process for the identification, analysis, resolution, rep(»rting, and 

22 escalation ofthe project's issues. The EPMM wiU liable the program leadersh^) to 

23 create strategies and effectively address potential barriers to program success. Tlie 
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1 PMO's risk and issue monitoring responsibilities include scheduled reporting to inform 

2 program leadership ofthe project's risk profile (impact, probability, level of control, risk 

3 prioritization) and establishing a target date, owner and corrective action plan for issues 

4 that arise. The IT PMO's methodology also includes a central tool during project 

5 implementation phase to allow anyone on the project to raise issues and risks. 

6 Q. What method wiU DP&L use to manage the scope of the IT work stream? 

7 A. Scope Management is the process by which changes to the origmal ^>proved content and 

8 work breakdown areas for a development project are estabUshed and controlled. The IT 

9 EPMM manages scope by defining and documenting program scc^ early in the plaiming 

10 stages and obtaining agreement to that scope. The scope is tied to requirements and 

11 downstream deUverables to enable continuous understanding tluroughout the Ufe cycle of 

12 the project. An important piece of managing scope is defining the impact when there are 

13 needed changes to the overall programs and teams. The decision criteria used by the 

14 PMO to consider a change in scope are impact on cost, schedule, r^ources and benefits. 

15 Q. What process wiU DP&L use to manage the quaUty of CCEM IT work stream? 

16 A. The IT Department's method for QuaUty Management ensures tiiat the program^ 

17 expectations and quality requiremaits are understood and actively managed. DP&L's 

18 quality management monitoring practice for a project consists of identifymg quality 

19 objectives based on stakeholder expectations. Peer reviews and formal sign-offe are 

20 conducted for each deliverable and each phase. 

21 Q. What process wiU DP&L nse to manage IT work stream resources? 



Karen R. Garrison 
Page 19 of 48 

1 A. Resource management is a core process within the EPMM, This process involve 

2 forecasting the project's needs, assigning project personnel, managing changes to 

3 resource needs, and performance management. 

4 Q. What process will DP&L use to manage IT work stream mOestones and status? 

5 A. Weekly reports are due from each ofthe project area leads within the IT work stream that 

6 track issues, milestones, progress, budget, schedule, delivery, provide accompli^hmeats 

7 for the week, and plans for next week. The weekly reports fi:om the project leads are 

8 scheduled to be reviewed by the coordinators before being submitted to the PMO for 

9 consolidation. The coordmators have an opportunity to resolve any issues before the 

10 weekly report is submitted to the PMO for inclusion in the consolidated status report that 

11 will be delivered to the CCEM sponsors and leadership. 

12 Q. Describe the oversight that DP&L wUl provide for the IT work stream. 

13 A. There are multiple levels of oversight that IT's EPMM employs to faciUtate success. At 

14 the working level, there is a project coordinator assigned to the IT work stream. The IT 

15 work stream coordinator and the IT PMO will integrate their project management tools 

16 with those ofthe overall PMO for the CCEM Programs. There is also a steering 

17 committee for the overall effort that reviews program progress. The steering committee 

18 meets quarterly and receives status notifications monthly. 

19 111. CUSTOMER INFORMATION SYSTEM PROJECT 

20 Q. Can you describe the Customer Information System Project? 
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1 A. Yes. Although DP&L's cinrent legacy CIS is capable of performing tiie ti*aditional 

2 meter-to-cash functions required for today's service levels, the features and functions that 

3 will be necessary to support increased customer service functions enabled by the CCEM 

4 initiative will require a new CIS. A more flexible and configurable architecture will 

5 allow DP&L to quickly and more affordably make the changes necessary to deUvcr the 

6 value created by AMI, now and in the future. The new and improved CIS features will 

7 become increasingly important as we offer new demand response options to our 

8 customers to help achieve energy efficiency and load control targets. Tliis new system 

9 will be flexible, scalable and configurable, which wiU allow DP&L to focus on desi^iii^ 

10 creative solutions to meet needs caused by future unpredictable business conditions, 

11 while having the tools in place to make technical changes quickly and efficientiy, 

12 Q. Why is DP&L replacing CIS as part ofthe CCEM project? 

13 A. Although DP&L's current IT systems are functional in the existing business environment, 

14 tiie advent of AMI will require a more flexible set of IT systems and platforms. 

15 Extensive and costly modifications to the legacy CIS would be necessary to offer time-

16 of-use and real-time billing options, to build interfaces to other CCEM applications and 

17 to track customer participation in demand response pro^'ams and energy product 

18 offerings. Further, current functionality does not st^ort the customer segmentation that 

19 will be necessary to target customers that are most likely to participate in various 

20 efficiency programs. The existing CIS system will become increasingly difficult and 

21 costly to maintain and operate, and the customized code and tightiy integrated nature of 

22 the system make it inflexible to modify and maintenance-intensive. The system is limited 

23 as to the scalability of its exception processing capabilities and would be overly 
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1 dependent upon use of labor-intensive business processes required to integrate it witii 

2 newer off-the-shelf applications and operating platforms that will be implemented 

3 through CCEM. Cumulatively, the changes that would be reqmred to the cun-oit CIS 

4 system to meet future requirements are so extensive as to necessitate replacemrait ofthe 

5 entire system. Furtiier, as part of an audit by the PUCO, m December, 2004, Utilipomt 

6 stated "Although UtiliPomt Intemational has determmed that the decision to modify the 

7 existing billing system and the associated expenditures for those modifications were 

8 prudent in the late 1990's, it is strongly recommended that DP&L undertake a proactive 

9 look at market alternatives in 2005 for more efficient ways to perform the billing 

10 fimction." The system described above meets this need. 

11 Q. Please explain DP&L's plan for implementing the CIS project 

12 A. DP&L plans to implement a new open-standards-based CIS packaged software solution 

13 over a tiiree-year period. A comprehensive, formal RFP process will be utilized to 

14 evaluate and select the CIS system that will best meet DP&L's current and fiiture 

15 operating requirements. A project team consisting of both internal DP&L resources and 

16 extemal consultants with experience specific to CIS unplementations will be selected to 

17 develop and execute a project plan that will follow the standard Systran development 

18 Ufecycle (analyze, design, build, test, deploy) methodology used by DP&L to implement 

19 large IT projects. Business processes will be re-designed to mhiimize system 

20 customizations and to maximize post-implementation performance. A project 

21 management team will be used to manage cross-project goals, to eUminate conflicts 

22 related to schedule, budget, fimctionality and risk. Critical success factors wiU be 
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1 established to measure continually tiie success ofthe project and to ensiure that it is 

2 meeting DP&L's objectives. 

3 Q. When does DP&L expect work on the CIS project to begin and to be completed? 

4 A. DP&L expects to begm implementation ofa packaged CIS solution upon approval by tiiis 

5 Commission with an anticipated completion date three years thereafter. 

6 Q. What investments does DP&L anticipate making to implement the CIS project? 

7 A. DP&L anticipates that it vidll need $41,848,145 in capital over a three-year period fiom 

8 2009 through 2011 to implement a new CIS, Tliis figure includes the hardware, software, 

9 associated maintenance, and labor required to implement and deUver a new CIS syst^n. 

10 DP&L anticipates that it will need to spend $8,249,365 in O&M expenses ovor a seven-

11 year period from 2009 through 2015 for hardware, soflware and labor to support CIS 

12 operations going forward. Given the size and makeup ofthe customer base and 

13 recognizing the large number of design variables that must be considered, DP&L's 

14 proposed CIS system cost estimate is reasonable. 

15 Q. Is there a Workpaper associated with the CIS project? 

16 A. Yes. Workpaper WPH-l.4.1 - Information Technology- CIS System Summary provides 

17 details ofthe scope and cost ofthe CIS project. 

18 IV. eSERVICES PROJECT 

19 Q. Can you describe the eServices Project? 
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1 A. Yes. eServices is the name given by DP&L to the set of customer focused web-based 

2 services proposed as part ofthe CCEM project. As DP&L customers become more 

3 interested in controlling theur own energy use, we must make available to them the tools 

4 to assist in doing so. Via an mteractive web portal, DP&L plans to offer a variety of 

5 easily accessible and easy-to-use eServices programs designed to educate its oustom^^ 

6 about its energy management product offerings and energy consumption patterns and to 

7 make it easy for them to participate. Customers wiU be able to view their past energy 

8 use, billing information and historical interval usage patterns alcmg with associated 

9 pricing data as part of DP&L's eServices offerii^. In addition, DP&L plans to 

10 implement outbound web-notification of energy events related to direct load control, 

11 programmable thermostats, home energy displays, scheduled load reduction and mtical 

12 peak pricing programs, which will encourage eligible customers to participate in ibest 

13 load-reduction events. 

14 Q. Please explain DP&L's plan for implementing the eServices Project 

15 A. DP&L plans to procure and configure the components necessary to siq)port the web 

16 portal and eServices program offerings plaimed for our customers as part of our CCEM 

17 vision. A comprehensive, formal RFP process wiU be followed to evaluate and select the 

18 eServices components that will best meet our current and fiiture operating requiremaits. 

19 A project team consisting of both internal DP&L resources and extemal consultants witii 

20 experience specific to eServices implementations wiU be selected to develop and ^ecute 

21 a project plan that will follow the standard system development Ufecycle (analyze, 

22 design, build, test, deploy) methodology used by DP&L to implement large IT projects. 

23 Business processes will be created or re-designed to define and support DP&L's desired 
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1 web services "customer experience" while using these tools. A project management team 

2 will be used to manage cross-project goals, to eliminate conflicts related to time, budget, 

3 functionality and risk. Critical success factors will be established to measure continually 

4 the success ofthe project and to ensure that it is meeting DP&L's objectives. 

5 Q. When does DP&L expect work on the eServices Project to begin and to be 

6 completed? 

7 A. DP&L expects to begin implementation ofa packaged eServices solution in Jime 2009 

8 witii an expected completion date of December 201L 

9 Q. What investments does DP&L anticipate making to implement the eServices 

10 Project? 

11 A. DP&L anticipates that it will need $2,429,415 in capital over a three-year period fix)m 

12 2009 tiirough 2011 to implement the new eServices programs and functionaUty. This 

13 figure includes the hardware, software, associated maintenance and l^or required to 

14 implement and deUver a new eServices system. DP&L anticipates tiiat it will need to 

15 spend $1,658,031 m O&M expenses over a seven-year period fix>m 2009 throi^ 2015 

16 for hardware, software and labor to support eServices operations. DP&L has identified 

17 the timeline and essential scope requirements for inqilcmenting a web services portal, 

18 including various entry screens and web services necessary to support the functions 

19 described above, resulting in an eSCTvices cost estimate that is reasonable. 

20 Q. Is there a Workpaper associated with the eServices Project? 

21 A. Yes. Workpaper WPH-1.4.2-Infonnation Technology-eServices Summary provides 

22 detailed information related to project scope and cost. 
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1 V. METER DATA MANAGEMENT AND LOAD MANAGEMENT 
2 SYSTEMS PROJECT 

3 Q. Can you describe the Meter Data Management and Load Management System 

4 Project? 

5 A. Yes. DP&L will utiUze a new Meter Data Management system (MDM) to provide a 

6 repository designed specifically to accommodate the massive amounts of data that will t>e 

7 obtained from the AMI system. The MDM v^ll evaluate meter readings provided by the 

8 AMI system through use of its vaUdation, estimation and editing function. In addition, it 

9 will generate the billing determinants to be sent to CIS that provide the abiUty to bill 

10 time-differentiated incentive-based rates. As the repository for historical euCTgy usage 

11 data, the MDM can be accessed by other appUcations or eServices to review consumption 

12 patterns for various classes of customers, thereby improving trend analysis and accuracy 

13 of rate design and load forecasting. 

14 The Load Management System (LMS), which will interface with CIS, MDM and AMI, 

15 will perform various load control functions and wiU monitor the activation and 

16 restoration of load control equipment consistent with DP&L's load control prc^rams. An 

17 important fimction of an LMS is to store data related to various m-home load control 

18 devices, programmable thermostats, and home energy display devices installed 

19 tiu-oughout DP&L*s service territory that will enable homeowners to better control tiieir 

20 energy use. An LMS coupled with effective marketing campaigns and implementation of 

21 demand response functions through integration with CIS will allow DP&L to initiate 

22 demand response events, effectively lowering peak demand reqiurements during h i ^ 

23 usage or emergency curtailment periods. DP&L also plans to improve the reUabiUty of 
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1 its transmission/distribution system by implementing programs that si^)port voluntary 

2 load shedding during system duress periods that occur as a result of accidental or storm-

3 related equipment failures. 

4 Q. Please explain DP&L's plan for implementing the MDM and LMS projects. 

5 A. DP&L plans to implement packaged software solutions for both MDM and IMS over a 

6 three-year period. A comprehensive, formal RFP process will be followed to evaluate 

7 and select MDM and LMS soflware packages that will best meet our current and future 

8 operating requirements. A project team consisting of both internal DP&L resources and 

9 extemal consultants with experiaice specific to MDM and LMS implementations will be 

10 selected to develop and execute a project plan that will follow the standard system 

11 development Ufecycle (analyze, design, build, test, deploy) methodology employed by 

12 DP&L for large-scale IT projects. Business processes will be areated or re-designed to 

13 minimize system customizations and maximize upgradeabiUty and adaptabiUty to fiiture 

14 requirements. A project management team will be used to manage cross-project go^s, to 

15 eliminate conflicts related to time, budget, fimctionality and risk. Critical success factors 

16 will be estabUshed to measure continually the success ofthe project and to ensure that it 

17 is meetmg DP&L's objectives. As DP&L proceeds witii the impl^nentation of AMI, tiie 

18 availability of tiie MDM and LMS is essential to capturing tiie full range of AMI benefits. 

19 Since a woiking MDM is reqmred to perform a complete vertical test ofthe meto" data 

20 collection, data validation and tune-of-use rate bilUng process, DP&L plans to have the 

21 MDM fully operational by the later stages ofthe AMI implementation, when sufficient 

22 quantities of AMI-enabled meters are available to generate interval data. Similarly, 
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1 DP&L plans to have a fizliy operational LMS syst^n by tiie later stages ofthe AMI 

2 implementation to enable comprehensive testing of various demand response initiatives. 

3 Q. When does DP&L expect work on the MDM and LMS projects to begin and to be 

4 completed? 

5 A. DP&L expects to begin implementation of both a packaged MDM and LMS solution 

6 upon approval by this Commission with an anticipated completion date three years 

7 thereafter. 

8 Q. What investments does DP&L anticipate making to implement the MDM and LMS 

9 projects? 

10 A. DP&L anticipates that it will need $9,486,706 in capital over a three-year period fix>m 

11 2009 through 2011 to miplemait new MDM and LMS systems. This figure includes the 

12 hardware, software, associated maintenance and labor required to implement and deUver 

13 new MDM and LMS systems. DP&L anticipates tiiat it wiU need to spend $4,598,484 m 

14 O&M expenses over a seven-year period firom 2009 through 2015 for hardware, software 

15 and labor to support the MDM and LMS operations. 

16 Q. Is there a Workpaper associated with the MDM and LMS projects? 

17 A. Yes. Workpaper WPH-1.4.3 - Infonnation Technology - MDM & LMS Systems 

18 Summary provides details of tiie associated scope and cost 

19 VI. OUTAGE MANAGEMENT SYSTEM PROJECT 

20 Q. Can you describe the Outage Management System Project? 
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1 A. Yes. An important objective of DP&L's CCEM initiative is to improve network 

2 reliability by evaluating power outage data in real time from sources such as AMI, 

3 substation automation, SCADA and the IVR and then using this data to locate pow^-

4 outages more rapidly and shorten restoration time. DP&L plans to replace its le^cy 

5 custom outage management system with a more flexible and robust packaged Outage 

6 Management System (OMS) capable of processing outage alarms, restoration alarms, and 

7 low- and high-voltage alarms generated in real time fiom tiie new AMI system. This real 

8 time information combined with customer status and location information provided firom 

9 DP&L's SCADA and mapping systems will allow the new OMS to deploy work crews in 

10 the most efficient manner in order to respond efficiently to power outages. The new 

11 OMS will receive and process various inputs for outage analysis, outage location 

12 predictions, crew management, and dynamic cfrcuit model changes, and will help DP&L 

13 work crews to respond more rapidly to identified outages. Restoration alarms received 

14 by the OMS from the AMI system wiU help DP&L to confirm that power has been 

15 restored at affected customs locations so that line crews can be more efficiently 

16 dispatched during storm conditions. When linked with MWM, the two systems should 

17 produce operatmg synergies that wiU significantiy improve outage response time while 

18 utilizing the utiUty workforce in the most efficient maimer. 

19 Q, Please explain DP&L's plan for implementing the OMS project. 

20 A. DP&L plans to implement a packaged OMS software solution over a three-year period. 

21 A comprehensive, formal RFP process wiU be foUowed to evaluate and select the OMS 

22 system that wiU best meet our current and future operating requfrem^ts. A project team 

23 consisting of both internal DP&L resources and extemal consultants with expaience 
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1 specific to OMS implementations will be selected to develop and execute a project plan 

2 that will follow the standard system development Ufecycle (analyze, design, build, test, 

3 deploy) methodology employed by DP&L for large-scale TT projects. Business i»ocesses 

4 will be created or re-designed to minimize system customizations and maximize the 

5 significant new functionaUfy available in the new OMS system. A project management 

6 team will be used to manage cross-project goals, to eliminate confUcts related to time, 

7 budget, functionality and risk. Critical success factors wiU be established to measure 

8 continually the success ofthe project and to ensure that it is meeting DP&L's objectives. 

9 Without a new OMS, DP&L would not be able to take advantage of much ofthe 

10 available new outage data coming firom its AMI system, or be in a position to mans^e 

11 outage events tiirough MWM and DMS. Utilities such as Puget Sound Energy, 

12 Duquesne Light and PECO Energy are already benefiting fixmi integration of their CMS 

13 with AMI. DP&L's plarmed upgrades of its telecommunications infirastracture and 

14 implementation of a new MWM should serve to fiirther leverage the c£^abiUties of OMS. 

15 Q. When does DP&L expect work on the OMS project to begin and to be completed? 

16 A. DP&L expects to begin implementation ofthe OMS project m January 2011 with an 

17 expected completion date of December 2013. 

18 Q. What investments does DP&L anticipate making to implement the OMS project? 

19 A. DP&L anticipates that it will need $9,531,036 in capital over a three-year period fixwn 

20 2011 through 2013 to implement a new OMS. This figure mcludes flie hardware, 

21 software, associated maintenance and labor required to implement and deliv^ a new 

22 OMS. DP&L anticipates that it wiU need to ^end $2,637,171 m O&M expenses over a 

23 five-year period from 2011 through 2015 for hardware, software and labor to support 
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1 OMS operations. DP&L has iderrtified key operational aspects of OMS design and has 

2 considered other interfaces and system objects such as screen designs and reports to 

3 result in an OMS estimate that is reasonable. 

4 Q. Is there a Workpaper associated with the OMS project? 

5 A. Yes. Workpaper WPH-1.4.4 - Information Technology - OMS System Summaiy 

6 provides details of project scope and cost. 

7 VII. DISTRIBUTION MANAGEMENT SYSTEM PROJECT 

8 Q. Can you describe the Distribution Management System Project? 

9 A. Yes. As DP&L's other systems become more sophisticated and arc incareasingly more 

10 capable of providing load monitoring and status in near real time, a specialized syston is 

11 needed to help manage circuit loading to optimize network performance and unprove 

12 overall network reliabiUty. A Distribution Management System (DMS) will allow DP&L 

13 to efficientiy perform: (1) scenario/contingency analysis of planned work, (2) plan daily 

14 operations by helping DP&L to imda'stand recent system events, and (3) Miticipate future 

15 events that could affect system integrity. The DMS system will provide the necessary 

16 functionality to manage utiUty circuit loading and switching operations fix>m both internal 

17 and extemal sources such as wind and solar so that circuits can be balanced properly and 

18 transformer and circuit overload conditions, energy losses and equipment failures can be 

19 minimized. In addition, a DMS will provide the c^abilify to generate switching CM'dô , 

20 streamline clearance management, and optimize DP&L's distribution system throu^ 

21 equipment condition monitoring, load surveys jmd feeder load balancing. By using the 

22 load data and network reliability mformation provided by the OMS, DP&L will be able 
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1 to make informed decisions leading to significant savings through reductions in 

2 unplanned outages and system technical losses, as well as reductions in future capital 

3 expenditures for distribution infrastmcture through right sizing of conductors, 

4 substation/distribution transformers, and appropriate timing for circuit/substation 

5 upgrades due to load growth. 

6 Q. Please explain DP&L's plan for implementing the DMS project 

7 A. DP&L plans to implement a packaged DMS software solution over a five-year period 

8 beginning in 2011. A comprehensive, formal RFP process wiU be foUowed to evaluate 

9 and select the DMS system that wiU best meet DP&L's current and future qierating 

10 requirements. A project team consisting of both internal DP&L resources and extemal 

11 consultants with experience specific to DMS implementations will be selected to develop 

12 and execute a project plan that will foUow the standard system development Ufecycle 

13 (analyze, design, build, test, deploy) employed by DP&L and others in tiie industry, for 

14 large-scale IT projects. Business processes AviU be created or re-designed to minimize 

15 system customizations and maximize use ofthe functionaUty provided by the new DMS 

16 system. A project management team will be used to manage cross-project goals to 

17 eliminate conflicts related to time, budget, functionality and risk. Critical success factors 

18 will be estabUshed to measure continually the success ofthe project and to ensure that it 

19 is meeting DP&L's objectives. DP&L plans for DMS to be implemented in the later 

20 stages of its CCEM plan, since DMS performance is heavily reUant on flie availability of 

21 other systems such as the OMS and the field data collection improvements to GIS. In 

22 addition, DMS's effective use of real time incommg outage and load data fiT>m other 

23 systems and extemal power sources cannot be accomplished until DP&L has completed 
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1 the IT Infrastracture and SOA installations and upgrades that wiU provide the IT platform 

2 for delivery of real time data to tiie various CCEM appUcations. 

3 Q. When does DP&L expect work on the DMS project to b ^ n and to be completed? 

4 A. DP&L expects to begin implementation of a packaged DMS solution in January 2011 

5 with an expected completion date of December 2015. 

6 Q. What investments does DP&L anticipate making to implement the DMS project? 

7 A. DP&L anticipates that it will need $9,295,478 in capital over a five-year period firom 

8 2011 through 2015 to implement a new DMS. This figure includes tiie hardware, 

9 soflware, associated maintenance and labor required to implement and deUver a new 

10 DMS. DP&L anticipates that it wiU need to spend $1,933,367 m O&M expenses over a 

11 five-year period from 2011 through 2015 for hardware, software and labor to su|^ort 

12 DMS operations. DP&L has captured the essaitial business processes and configuration 

13 requirements resulting in a DMS estimate that is appropriate for the level of fimctionaUty 

14 that will be provided. 

15 Q. Is there a Workpaper associated with the DMS project? 

16 A. Yes. Workpaper WPH-l .4.5 - Information Technology - DMS System Summary 

17 provides details of scope and cost information. 

18 VIIL MOBILE WORKFORCE MANAGEMENT SYSTEM PROJECT 

19 Q. Can you describe the Mobile Workforce Management System Project? 
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1 A. Yes. While DP&L's existing custom-developed mobile workforce management syston 

2 provides a level of efficiency for distributing and collecting field service orders generated 

3 by CIS, it does not allow real-time dispatch of priority service orders, service order 

4 completion, or generation/dispatch of outage-related service orders. A new Mobile 

5 Workforce Management system (MWM) will take advantage ofthe latest advances in 

6 mobile devices, handheld PCs, wireless communication and mobile software applications 

7 to maximize the utilization and productivity of DP&L's workforce. Automated 

8 scheduling and resource optimization, dynamic routing and v/orkflow management, and 

9 global positioning and e-maps, combined with real-time communications between 

10 DP&L's operations crater, call center, CIS, and field service order staff, wiU result m 

11 superior customer service and outage restoration. 

12 Q. Please explain DP&L's plan for implementing the MWM project 

13 A. DP&L plans to implement a packaged MWM software solution over a three-year period 

14 beginning in 2013. A comprehensive, formal RFP process Avill be followed to evaluate 

15 and select the MWM system that wiU best meet our current and future operating 

16 requirements. A project team consisting of both internal DP&L r^ources aiui external 

17 consuhants with experience specific to MWM implementations will be selected to 

18 develop and execute a project plan that will follow the standard system development 

19 Ufecycle (analyze, design, build, test, deploy) methodology employed by DP&L and 

20 others in the industry for large-scale FT projects. Business processes will be created or 

21 re-designed to minimize system customizations and maximize the use of new 

22 functionality provided by the MWM system. A project managem^t team will be used to 

23 manage cross-project goals, to eliminate conflicts related to time, budget, functionaUfy 
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1 and risk. Critical success factors will be estabUshed to measure continually the success 

2 ofthe project and to ensure that it is meeting DP&L's objectives. Achieving tiie fidl 

3 benefits of the new MWM is highly dependent on the completion of planned IT 

4 infrastmcture, SOA and telecommunications upgrades, as well as availability to receive 

5 mformation from other new systems tiiat are part ofthe CCEM plan. Implementing the 

6 MWM too soon would add additional complexify to the overall plan without providing 

7 the ability to capture most benefits. By scheduling MWM implementation in the lata* 

8 stages of DP&L's 7-year plannmg horizon, DP&L wiU be able to more closely aUgn the 

9 implementation costs and system benefits. 

10 Q. When does DP&L expect work on the MWM project to begin and to be completed? 

11 A. DP&L expects to begin implementation of a packs^ed MWM solution m January 2013 

12 with an expected completion date of December 2015. 

13 Q. What investments does DP&L anticipate making to implement the MWM project? 

14 A. DP&L anticipates that it wiU need $9,823,728 in capital over a tiu-ee-year period from 

15 2013 through 2015 to implement a new MWM system. This figure includes the 

16 hardware, software, associated maintenance and labor required to implement and deUver 

17 a new MWM system. DP&L anticipates tiiat it will need to spend $780,506 m O&M 

18 expenses over a three-year period firom 2013 through 2015 for hardware, software and 

19 labor to support MWM operations. The current MWM estimate is reasonable considering 

20 the complexity ofthe large number of interactive functions, data entry s<^€eiis and reports 

21 included as part ofthe MWM service order process. 

22 Q. Is there a Workpaper associated with the MWM project? 
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1 A. Yes. Workpaper WPH-1.4,6 - Information Technology - MWM System Summary 

2 provides details of die scope and cost information. 

3 IX. SERVICE ORIENTED ARCHITECTURE PROJECT 

4 Q. Can you describe the Service Oriented Architecture Project? 

5 A. Yes. A Service Oriented Architecture (SOA) is an IT architectural approach to system 

6 design that is being implemented to support efficient system interoperability through use 

7 of standardized messages that are grouped to form business services that transfer data 

8 from one system to another, enabling easy automation, data c^ture and real-time 

9 measurement of high-value DP&L business processes. SOA permits different services to 

10 be run on distributed IT architecture and accessed across different networks. Using SOA, 

11 DP&L and third parties will be able to view processes and manipidate process data in 

12 real-time regardless ofthe multiple applications, systems and business units that they 

13 span. SOA relies on point-to-point conimunications using widely accepted open 

14 standards, an Enterprise Service Bus that allows a network of disparate systems to 

15 interact as one unified enterprise system, an Orchestration Engine and Business Process 

16 Management (BPM) to create integrated enterprise-level business processes, and 

17 Business Activity Monitoring (BAM) for end-to-end performance monitoring and control 

18 of DP&L business processes. Examples of high-value business processes fiom which the 

19 customer and DP&L would benefit as a result of implementing SOA automation are end-

20 to-end efficiency and demand response program management, real-time outage 

21 management (OMS) and customer experience management (eServices). 

22 Q. Is it reasonable for DP&L to include SOA? 
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1 A. Yes. The demands of CCEM Programs and similar future Smart &id initiatives dictate 

2 that a flexible, open-standards-based design architecture be implemented so that future 

3 system changes and upgrades can be efficiently implemented. The SOA distributed 

4 computing model developed by DP&L will siqjport interoperabiUty of services so that 

5 future business applications can be added without requiring major modifications to 

6 existing hardware and operating platforms. The decision to begin implementation of 

7 SOA along with AMI, MDM, CIS and eServices is a logical approach to prepare for the 

8 introduction of major operating changes to DP&L's enterprise level sy^ems. 

9 Q. What value wUl DP&L gam from the SOA implementation? 

10 A. Moving to a flexible, open-standards-based IT architectural design will position DP&L 

11 not only for implementation of its planned CCEM projects, but also will help to ensure 

12 that additional future Smart Grid improvements and system upgrades wiU be more easily 

13 and efficientiy integrated with AMI and these other new systems. SOA's business 

14 process design methodology is built to accommodate the interoperability of services and 

15 design flexibility that wiU provide continuing benefits as DP&L implem^its new Smart 

16 Grid technologies in the future. 

17 Q. Please explain DP&L's plan for implementing the SOA project 

18 A. DP&L plans to procure and configure tiie components necessary to support SOA fw key 

19 business processes. A comprehensive, formal RFP process will be foUowed to evaluate 

20 and select the SOA components that will best meet DP&L's current and future operatmg 

21 requirements. A project team consisting of both intemal DP&L resources and extemal 

22 consultants with experience specific to SOA implementations wiU be selected to develop 

23 and execute a project plan that will follow the standard system develqmient Ufecycle 
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1 (analyze, design, build, test, deploy) metiiodology employed by DP&L and others in the 

2 industry for its large-scale IT projects. Business processes will be created or re-designed 

3 to minimize system customizations and maximize the value achieved firom implementing 

4 SOA. A project management team will be used to manage cross-project goals to 

5 eliminate confUcts related to time, budget, functionaUty and risk. Critical success factors 

6 wiU be established to measure continually the success ofthe project and to ensure that it 

7 is meeting DP&L's objectives. DP&L has estabUshed a 5-6 year thnetable to achieve 

8 high level operational performance built around its new SOA best practices design 

9 approach. During the first 3 years, DP&L will develop its service deUvery platform and 

10 common data model, and acquire the necessary hardware and software, so that it is 

11 prepared to design and test interfaces to new systems as they begin to come onlir^ in 

12 2010-2011. 

13 Q. When does DP&L expect work on the SOA project to begin and to be completed? 

14 A. DP&L expects to begin implementation of SOA architecture upon approval by this 

15 Commission vnth an expected completion date of five years thereafter. 

16 Q. What investments does DP&L anticipate making to implement the SOA project? 

17 A. DP&L anticipates that it wiU need $5,279,091 m coital over a five-year period fiom 

18 2009 through 2013 to implement SOA automation. This figure includes flie hardware, 

19 soflware, associated maintenance and labor required to implement and deUver SOA 

20 automation. DP&L anticipates that it wiU need to spend $2,795,433 m O&M expenses 

21 over a seven-year period fixim 2009 through 2015 for hardware, soflware and labor to 

22 support SOA operations. 
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1 Q. Is there a Workpaper associated with the SOA project? 

2 A. Yes. Workpaper WPH-1.4.7 - Infonnation Technology - SOA Summary provides details 

3 ofthe scope and cost information. 

4 X. INFRASTRUCTURE PROJECT 

5 Q. Can you describe the Infrastructure Project? 

6 A. Yes. Implementation of AMI and transition to the Smart Grid require use of advanced IT 

7 systems with an enterprise architecture orientation that supports business process design, 

8 and plays a key role in running the business. IT infi^tmcture improvements are needed 

9 to support installation and operation ofthe compile additional IT systems that are part of 

10 the CCEM vision. IT infi-astracture to support AMI and other systems is comprised of 

11 three elements: (1) hardware to run appUcations; (2) disaster recovery and system 

12 management software to achieve the required user experience; and (3) reengmeered IT 

13 infrastracture governance and processes to meet required IT service levels. Serves and 

14 storage with adequate capacity are necessary to ensure a reasonable response time for 

15 users in a production environment, while also supporting development, testing and 

16 disaster recovery environments. New system software and operating platforms are 

17 required to enable efficient management of a^lications (e^., help desk, network 

18 monitoring, job scheduUng, backup/recovery eto.). More robust security, idoitity and 

19 access management processes and procedures are required to deal with the inoreased 

20 number of new appUcations, networks, and communication channels that could pose 

21 unsecured entry risks. To take advantage of robust new capabiUties ofthe infi'ashiicture 

22 improvements, IT processes must be reengineered to accommodate more users asking 

23 more questions about a greater numb«* of systems that are central to doing flieir jobs in a 
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1 cost-effective manner. The infiastractme project wiU provide an enterprise level 

2 foundation as well as the overarching support for all other system implementations. The 

3 company is taking an enterprise approach to system implementation, raflier than a 

4 system-by-system approach, because it better supports system integration and is more 

5 cost efficient. 

6 Q. Is it reasonable for DP&L to include the Infrastmcture Project? 

7 A. Yes. ImplementingDP&L'sCCEMProgramsrequireintegrated, secure, and reUable 

8 hardware and operating systems, and robust IT governance. The complex challenge of 

9 implementing several major new systems including AMI and CIS will require additional 

10 service desk, database and appUcation support resources necessary to test new systems, 

11 perform change management and aisure that security requirements and user access are 

12 managed properly. 

13 Q. Please explain DP&L's plan for implementing the Infrastructure Project 

14 A. DP&L plans to procure and configure the components necessary to build the stroi^ IT 

15 infrastracture required to support the new systems proposed as part ofthe CCEM vision. 

16 A comprehensive, formal RFP process will be foUowed to evaluate and select die 

17 infrastracture components that will best meet our current and future op^^ting 

18 requirements. A project team consisting of both intemal DP&L resources and external 

19 consultants with experience specific to infirastracture redesign will be selected to develop 

20 and execute a project plan that will follow the standard system developm^it Ufecycle 

21 (analyze, design, build, test, deploy) metiiodology employed by DP&L and oQtexs in tiie 

22 industry for large-scale IT projects. A project management team will be used to manage 

23 cross-project goals, to eliminate conflicts related to tune, budget, fimctionaUty and risk. 
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1 Critical success factors will be established to measure continually the success ofthe 

2 project and to ensure that it is meeting DP&L's objectives. 

3 Q. When does DP&L expect work on the Infrastructure Project to begin and to be 

4 completed? 

5 A. DP&L expects to begin implementation ofa new IT hifrastracture upon approval by this 

6 Commission with an anticipated completion date two years thereafter. 

7 Q. What investments does DP&L anticipate making to implement the Infrastructure 

8 Project? 

9 A. DP&L anticipates that it will need $8,065,779 in cs^ital over a two year-period fixmi 

10 2009 through 2010 to implement a new infiastructure. This figure includes the hardwa^, 

11 soflware, operating systems, associated maintenance and labor required to implanent and 

12 deliver a new infirastracture. DP&L anticipates that it will need to spend $15,237,454 in 

13 O&M expenses over a seven-year p^od firom 2009 throu^ 2015 for hardware, software 

14 and labor to support infi-astracture operations going forward. 

15 Q. Is there a Workpaper associated with the Infrastructure Project? 

16 A. Yes. Workpaper WPH-l.4.8-Information Tedmology-Infirastructure Summary 

17 provides details of scope and cost information. 

18 XI. WORKPAPERS WPH^1.4-WPH-1,4-8 

19 Q. Can you describe the process that you used to calculate the figures shown on 

20 Workpapers WPH-1.4 - WPH-1.4.8? 
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1 A. Yes. The process used a blended consulting / DP&L team, woiking together to provide 

2 the estimates for the systems discussed throughout this testimony. Included in the team 

3 were subject matter experts knowledgeable in each ofthe areas that would be affected by 

4 the CCEM requirements. The team created a Ust of system requirements needed to 

5 execute successfiilly the demand response and other programs included in this filing, 

6 Those requirements were then mapped to DP&L's people, process and technology 

7 components to determine their current and future impacts. Those impacts consisted of 

8 items such as changes in the way we do business (Le., business process change), 

9 modifications or implementation of new systems, and changes to staffing levels and/or 

10 skills. Those impacts were then translated into changes in the number and type of 

11 tangible components (e^., number of reports, configuration components, interfaces, etc.). 

12 To determine the labor requirement, we then appUed workday counts based cai our 

13 knowledge and available mdustry-wide mformation concerning execution ofthe same or 

14 similar work. From tiie workday counts, we ^>pUed labor rates to come up with the 

15 implementation costs. To determine the soflware costs we used an averaged softw^me cost 

16 based on input from multiple software companies. The hardware costs were also 

17 averaged based on multiple hardware options on the market. 

18 Q. Are you responsible for Workpapers WPH-1.4 - WPH-1.4*8? 

19 A. Yes. I am responsible for those workpapers and for the computations to arrive at the 

20 costs for the IT systems related to each workp^er. 

21 Q. What is shown on Workpaper WPH-1.4? 

22 A. Workpaper WPH-1.4 depicts tiie summarized Capital and O&M costs by IT syst^n, by 

23 year for 2009 tiirough 2015. This sheet is a summary of Worlqiapers WPH-1,4.1 tiuough 
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1 1.4.8. The total capital expenditure for all IT systems for 2009 tiwough 2015 is 

2 $95,759,377. The total O&M expenditure for aU IT systems for 2009 tinroi^ 2015 is 

3 $37,889,811. 

4 Q. What is shown on Workpapers WPH-L4.1 - WPH-1.4.8? 

5 A. Workpapers WPH-1.4.1 - WPH-1.4.8 depict tiie Capital and O&M costs by IT system, 

6 by year for 2009 through 2015. Capital costs include the solution implem^tation costs, 

7 labor expenses, hardware purchases, software purchases, and software maintenance 

8 expenses associated with the implem^tation of tiie related system and realized during the 

9 implementation phase ofthat system. O&M costs include solution implementation costs, 

10 labor expenses, hardware maintenance, software maintenance, and maintenance labor 

11 associated with the ongoing support ofthe related system. In addition, if th^re are annual 

12 savings associated with a given system, those dollars are shown under the Annual 

13 Systems Savings heading. 

14 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under ""Summary ot[FrojeciJ Capital 

15 Costs/' how is "Solution Implementation Costs" calculated? 

16 A. Solution Implementation Costs under the Coital Costs heading for each system sure 

17 comprised of capitalized labor costs (both internal and extemal) that represent the labor 

18 required to implement that particular system. CapitaUzed labor costs are calculated by 

19 applying a labor rate to the estimated number of days required to implement the given 

20 system. The number of estimated work days to implement the system is calculated based 

21 on analysis ofthe specific business requirements developed diuing team sessions. The 

22 labor rate is a blended rate of intemal staff rates and extemal consulting rates specific to 

23 the skills and staff required to support a specific system unplementation. 
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1 Q, In Workpapers WPH-l.4.1 - WPH-L4.8, under "Summary oi [Project] Capital 

2 Costs," how is "Labor Expenses" calculated? 

3 A. Labor expenses include expenses related to travel and project work such as 

4 transportation, lodging, project suppUes, etc. Each FT Syst^n's capital labor expraises 

5 figure is the resuh of multiplying the cqiital solution implementation costs by a figure 

6 within the industry accepted range of standard rates (12%-16%) for calculating expenses 

7 associated with large scale, multi-year projects such as CCEM. DP&L used a sUghtly 

8 higher than average rate for the MDM,LMS and DMS system estimates due to increased 

9 labor expenses associated with tiiese more complex and evolving technologies. 

10 Q. In Workpapers WPH-l.4.1 - WPH-L4.8, under "Summary oi [Projed] Capital 

11 Costs," how is "Hardware Purchases" calculated? 

12 A. Hardware purchases to support each ofthe project system unplementations include 

13 components such as servers, hubs, routers, work stations, printers, storage, eto for 

14 production, development and disaster recovery environments and the asscKsiated taxes. 

15 The hardware purchases figures were driven by the IT department philosophy of 

16 standardization of platforms, open systems, and open standards. Servers and storage 

17 were estimated utilizing industry best practices to determine hardware capacity and user 

18 requirements for typical IT system impl^nentations. The team thai took an enterprise 

19 view of tiie hardware purchases required for each system, and utilized methods such as 

20 virtualization and consolidation to ensure that the servers and storage are sized efficiently 

21 without wasted capacity while ensuring adequate grovrth capabihty. 

22 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary i^i[Project] Capital 

23 Costs," how is "Software Purchases" calculated? 
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1 A. Soflware purchases to support each ofthe project system implemaitations include 

2 application and database software Ucenses and ancillary end user data quay tools and the 

3 associated taxes. The soflware purchases figures were driven by the IT department 

4 philosophy of standardization of platforms, open systems, and open standards. The 

5 figures used for our Capital cost Summary are vendor-neutral and represent a blended 

6 cost of reputable industry-estabUshed software packages. 

7 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary oi [Project] Capital 

8 Costs," how is "Software Maintenance" calculated? 

9 A. Software Maintenance includes the fees payable to the soflware company to provide 

10 maintenance and support needed to maintain current system functionality. Software 

11 maintenance is calculated using 18% ofthe pre-tax Soflware Purchases Costs, The 18% 

12 figure is a widely-recognized standard amount charged by software vendors for ongoing 

13 maintenance of their systems. The software maintenance is included m the Summary of 

14 [Project] Capital Costs if the costs are incurred during the implementation. Software 

15 maintenance costs inciured after the soflware is installed and has been placed into 

16 production are included in Summary of [Project] O&M Costs. 

17 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary oi [Projed] O&M 

18 Costs," how is "Solution Implementation Costs" calculated? 

19 A. Under the O&M Costs heading. Solution hnplementation Costs are con^sed of non-

20 capitalized labor costs (both intemal and extemal) associated with the planning and 

21 training tasks necessary to support each system implementation. These costs can be as 

22 low as 1% and as high as 8% ofthe capitalized Solution Implementation Costs. In one 

23 year in particular, the costs for SOA are as h i ^ as 24% due to the increased plannir^ and 
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1 training efforts required to establish the direction for future SOA deliverables. UtiUzing 

2 this methodology to determine non-capitalizable labor costs is a vridely-accepted practice 

3 within the Information Technology community. 

4 Q- In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary oi [Project] O&M 

5 Costs," how is "Labor Expenses" calculated? 

6 A. Labor expenses include expenses related to travel and project work such as 

7 transportation, lodging, project suppUes, etc. Each IT System's O&M cost labor expense 

8 figure is the result of multiplying the capital solution implementation costs by the 

9 industry-accepted range of standard rates (12%-16%) for calculating expenses associated 

10 with large scale, multi-year IT projects such as CCEM. 

11 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary oi [Project] O&M 

12 Costs," how is "Hardware Maintenance" calculated? 

13 A. Hardware Maintenance includes tiie fees payable to the hardware vraidor to provide 

14 maintenance and support needed to maintain the servers and storage systems. Hardware 

15 maintenance is calculated ushig 15% ofthe pre-tax Hardware Purchases Costs, The 15% 

16 is a widely recognized standard amount charged by hardware vendors to estimate tiiie 

17 hardware maintenance costs associated with large scale, multi-year IT projects. 

18 Q. In Workpapers WPH-L4.1 - WPH-1.4.8, under "Summary oi [Project] O&M 

19 Costs," how is "Software Maintenance" calculated? 

20 A. Software Maintenance includes the fees payable to the soflware company to provi<k 

21 maintenance and support needed to maintain current system functionaUty. Softwaie 

22 maintenance is calculated using 18% ofthe pre-tax Software Purchases Costs, The 18% 
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1 is a widely-recognized standard amount charged by software vendors for ongoing 

2 maintenance and routine software support of licaised vendor software. The software 

3 maintenance costs are included in the Summary of [Project] Capital Costs if the c o ^ are 

4 inclined during the implementation. Software maintenance costs incurred after flie 

5 soflware has been instaUed, tested and is placed into production, are included in 

6 Summary of [Project] O&M Costs. 

7 Q. In Workpapers WPH-l.4.1 - WPH-1.4.8, under "Summary oi [Project] O&M 

8 Costs," how is "Maintenance Labor" calculated? 

9 A. Maintenance Labor includes the incremental DP&L labor costs needed to maintain the 

10 systems necessary to fiilfiU the CCEM vision. The calculations for maintenance labor for 

11 each system were based on a fully-loaded hourly rate multipUed by the number of FTEs 

12 required to support the specific systems. This total number of additional resources is 

13 necessary to support the increase in IT infi-astracture, databases and associated 

14 equipment, and to provide ongoing appUcation support. To vaUdate the IT resource 

15 increase, we contacted a utility of similar size which currentiy operates systems similar to 

16 those in our estimates. We found that the DP&L total IT staffing requirements were 

17 sUghtly lower overall than that ofthe comparative utiUty, but that our total resource 

18 requirements aUgn closely when analyzed by functional area. 

19 Q. What is the source ofthe information shown on Workpapers WPH-1.4. ~ WPH-

20 1.4.8? 

21 A. The information contained in Workpapers WPH-l .4 - WPH-1.4.8 was developed usmg a 

22 typical IT system estimating methodology recognized throughout the IT industry that 

23 uses as input, the parameters and logical assumptions developed as a result of defining a 
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1 set of high-level system requirements by DP&L IT and business subject matter experts. 

2 The DP&L team used historical and industry data, interviews, meetings, and vendor 

3 information, and conducted workshops directly involving key DP&L stakeholders in 

4 addition to drawing on the extensive experience of an extemal consulting firm to arrive at 

5 system designs that meet our business requirements and are consistent with DP&L's 

6 CCEM vision. 

7 Q. Are the investments outUned in the Workpapers that yon have provided, WHP-4.1 -

8 WHP-4.1.8 reasonable and prudent? 

9 A. Yes. DP&L has conducted extensive analysis of business needs and available solutions, 

10 and considers the doUar investments outlined in Workp^ers WHP-4,1 - WHP-4.1.8 to 

11 be reasonable and pradent. As stated above, DP&L assembled a team of subject matter 

12 specialists to arrive at solid business requirements for each system, incorporating logical 

13 and well thought-out plans. Using an mdustry-accepted bottom-iQ) estimation approach, 

14 a final estimate for each system was developed. Each system estimate was then subjected 

15 to several reviews for reasonableness by soliciting the opinions of intemal and extemal 

16 experienced software project managers and estimating speciaUsts. DP&L will furtii^ 

17 refine its IT system costs upon completion ofa comprehensive, formal RFP process fliat 

18 will be employed to evaluate and select the IT systems required to support the business 

19 needs ofthe CCEM projects and best meet its current and future operating requirements. 

20 XII. CONCLUSION 

21 Q. Please summarize your testimony. 
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1 A. In summary, the IT systems that DP&L proposes to implement to achieve its Customer 

2 Conservation and Energy Management vision over the next 7 years will enable its 

3 customers to receive the near term significant benefits which AMI offers today, and will 

4 also lay the foundation for implementation of additional smart grid technologies with 

5 additional capabiUties that provide even greater operational efficiencies, increased 

6 reliability and new customer services. DP&L's IT system architecture was devel(̂ »ed 

7 specifically to support AMI implementation as part ofthe overall CCEM initiative. In 

8 addition to enabling DP&L to implement a wide range of energy efficiency programs, 

9 these systems will provide real-time data about the DP&L distribution network extending 

10 all the way to the customer's premise. The availability and use of this data will provide 

11 us with a comprehensive view and better understanding of our distribution system. 

12 Working together, the proposed supporting IT systems make it possible for DP&L to 

13 establish new rates based on time-differentiated consumption data, and to improve outage 

14 detection and restoration capabilities available through AMI. Furthamore, they will 

15 enable transmission and distribution operations personnel to saise, monitor, and analyze 

16 information fix)m many data sources at various levels of system granularity, which will 

17 allow system planners to utilize this infonnation to optimize use of DP&L's assets. 

18 Finally, by establishing a strong web presence, and offering a variety of baieficial 

19 eService options, DP&L wiU be able to increase customer satisfaction by enabling our 

20 customers to better control their own energy use. 

21 Q. Does this conclude your direct testimony? 

22 A. Yes, it does. 

2 3 200078.1 
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1 1. INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. Kevin L. Hall, 1900 Dryden Rd., Dayton, Ohio 45439. 

4 Q. By whom and in what capacity are you employed? 

5 A. I am employed by the Dayton Power and Light Company ("DP&L") as its Director of 

6 Transmission and Distribution Engineering. 

7 Q. How long have you been in your present position? 

8 A. I have been in my present position smce July 2007. 

9 Q. What are your responsibilities in your current position and to whom do you report? 

10 A. I have responsibility for the distribution planning function for the Company along with its 

11 distribution, substation and transmission line engineering areas, as weU as several ofthe 

12 Company's technical operations including the metering department, downtown electric 

13 network operations, substation maintenance and construction group, and the test 

14 department. I report to the Senior Vice President, Service Operations. 

15 Q. Briefly describe your professional experience prior to your current position. 

16 A. I have been continuously employed by DP&L smce June 1991. From 1991 throu^ 

17 1995,1 was assigned to the substation and transmission maintenance/constraction groiqjs 

18 as a maintenance engineer, project manager and group leader. In 1996, 1 was named 

19 Manager of System Operathig and had the responsibility of leading flie real-time grid 
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operations group through wholesale transmission access change. 

2 In 2004, I was designated as the Project Manager responsible for the Company's 

3 integration into the PJM Regional Transmission Organization (RTO). In 2005,1 became 

4 the Director of Design Engineering, with responsibility for the design and et^ineering of 

5 the Company's distribution facilities. I also have responsibility for implementation ofthe 

6 North American Electric Reliability Corporation's Critical Infi-astracture Protection 

7 Standards (CIP). 

8 Q. WiU you describe briefly your educational and business background? 

9 A. I hold a Bachelor's degree in Electrical Engineering fi'om the University of Cincinnati 

10 along with a Masters in Business Administration fijom the University of Dayton, I am a 

11 registered professional engineer in the State of Ohio. 

12 Q. Have you previously provided testimony before the Federal Energy Re^latory 

13 Commission ("FERC")? 

14 A. Yes. I have previously provided written testimony before the FERC regardmg DP&L's 

15 Open Access Transmission Tariff. 

16 Q. What is the purpose of this testimony? 

17 A. The purpose of my testimony is to support the definition and calculation ofthe societal 

18 benefits attributable to DP&L's Customer Conservation and Energy Management 

19 ("CCEM") proposal. Societal benefits are those benefits that accme directiy or indirectiy 

20 to customers or society, rather than to the utiUty. 
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Describe your role in the development of this CCEM proposal. 

2 A. I was the Company representative during the Commission-Ordered Work^q)S 

3 Regarding Smart Metering Deployment (Case No. 07-646-EL-UNC). At the conclusion 

4 of the workshop proceedings. Staff encouraged the Ohio utilities to contmue work on 

5 their AMI and smart grid mitiatives. Staff also welcomed the development of estimates 

6 for societal benefits by the utilities. Subsequentiy, the four Ohio utilities commissioned a 

7 study of societal benefits with the Electric Power Research Institute ("EPRI"). I 

8 continued to be the Company representative during the EPRI study period as well. 

9 Q. What Exhibits are you supporting? 

10 A. I am supporting exhibits KLH A-1 and KLH B-1. 

11 II. APPROACH TO QUANTIFYING SOCIETAL BENEFITS 

12 Q. Please describe the methodology used to value societal benefits. 

13 A. DP&L joined three other Ohio utilities to commission a report fiom EPRI to provide a 

14 framework and methodology for valuing the societal benefits associated with advanced 

15 metering infrastructure ("AMI"). Exhibh KLH A-1 shows our approach. Societal benefits 

16 are divided into seven categories: 

17 1) Demand Response Products 

18 Universal deployment of AMI enables greater demand response by making all consumers 

19 potential participants in time-varied pricing or load control programs. Increased 

20 participation in demand response programs results m both capacity and energy savings. 
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1 2) Improved Utilization Efficiency 

2 CCEM improves end-use efficiency in two ways: (1) the rollout of AMI and 

3 corresponding Home Energy Displays provides consumers with timely and readily 

4 available information about their electricity usage pattem and the corresponding cost, 

5 which knowledge will result in a reduction in the overall use of electricity; and (2) 

6 DP&L's proposed energy efficiency programs provide incentives to curtail energy 

7 consumption. Improved utilization efficiency results in both energy and capacity 

8 savings. 

9 3) Other Products and Services 

10 EPRI's analysis shows that new revenue streams may become viable fit)m supplemental 

11 services enabled by AMI. DP&L is not seeking recovery for any investment associated 

12 with new products and services at this time. 

13 4) Enhanced Service Quality 

14 The source of this benefit is advanced metering and smart grid capabilities that enable the 

15 utility to reduce the fi-equency or duration of electrical outages. 

16 5) Macroeconomic Impacts 

17 EPRI's analysis shows that changes m regional economic output, such as employment 

18 and wages, may be attributable to AMI. It would be speculative to quantify such impacts 

19 at this time. 

20 6) Externalities 

21 Externalities are secondary benefits associated with kW and kWh impacts attributable to 

22 another benefit source, such as demand response or feedback. For the piuposes of 

23 quantifying externalities from CCEM, DP&L has estimated the value of reduced carbon 

24 emissions associated with demand response, energy efficiency programs, and reduced 



Kevin L. HaU 
Page 5 of 11 

1 line losses from smart grid development. 

2 7) Distribution Network Efficiency 

3 This category accounts for the reduction in energy and peak demand associated with 

4 DP&L's smart grid investments. In particular, DP&L's investments in distributicm and 

5 substation automation will reduce Une losses and allow reductions in peak demand via 

6 dynamic voltage control. 

7 Q. Did DP&L modify the framework proposed by EPRI to incorporate benefits 

8 associated with DP&L's integrated vision for the CCEM Programs? 

9 A. Yes. DP&L's CCEM Programs include AMI, demand response and energy efficiency 

10 programs, and smart grid development. Therefore, the Company modified EPRI's 

11 framework in two ways. In the category of improved utiUzation efficiency the Company 

12 included benefits associated with DP&L's proposed energy efficiency programs as well 

13 as those benefits associated directiy with AMI. Second, DP&L added a new category of 

14 benefits, distribution network efSciency, which is not included in EPRI's firamework. 

15 This new category captures the societal benefits of DP&L's smart grid devek^ment plan. 

16 Q. How did you estimate the benefits of demand response products? 

17 A. There are two components of benefits associated with demand response products. The 

18 first component is the value of avoided peak capacity stemming from direct load control, 

19 time-based pricing programs, and C&I curtailment programs. The second compoi^nt is 

20 the value of avoided energy usage resulting from MWh savings from the same programs. 

21 Q. Why have you included societal benefits for C&I curtailment programs when 

22 DP&L does not plan to offer those programs? 
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1 A. DP&L decided not to offer C&I curtailment programs because the Company believes that 

2 the market is already mature, with third-party firms offering such services. However, 

3 their curtailment services are enabled by DP&L's AMI infrastructure. Consequ^itiy, tiie 

4 third-party curtailment benefits derive in part from the AMI deployment, which is why 

5 tiie Company included those benefits in its calculations. 

6 Q. How did you estimate the capacity reduction resulting from third-party C&I 

7 curtaUment? 

8 A. Industry benchmarks show that utilities with mature interruptible programs can shed up 

9 to 8% of C&I peak capacity fiom C&I curtailment programs. For DP&L's service 

10 territory, this number results m a total reduction potential of 170 MW. DP&L estimates 

11 that third-party curtailment providers will achieve one-half of this reduction within the 

12 next five years, and the remainder will be achieved in the subsequent ten years. Given 

13 the rapid growth of the curtailment market, tiie Company believes this figure to be a 

14 reasonable, indeed conservative, estimate. 

15 Q. How did you put a monetary value on the cost of avoided peak capacity and energy? 

16 A. For demand, the Company multiplied the total number of peak megawatts saved by the 

17 market price for peak capacity. For energy, we multiplied the megawatt-hour savings by 

18 the market price of energy. We used this same methodology for all energy and demand 

19 valuations associated with societal benefits. For detail on how the demand and energy 

20 savings were determined, please refer to testimony provided by Ms. Bul^. For detail on 

21 how the prices of avoided energy and capacity were determined, please refer to the 

22 testimony of Ms. Marrinan. 
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1 Q. How did you determine the value of improved utilization efficiency? 

2 A. Improved utilization efficiency represents the value of avoided energy and peak capacity 

3 associated with DP&L's energy efficiency programs as well as that associated with the 

4 deployment of Home Energy Devices. Again, for demand, the Company multiplied tiie 

5 total number of peak megawatts saved by the market price for peak capacity. For energy, 

6 we muhiplied the megawatt-hour savings by the market price of energy. 

7 Q. How did you determine the value of enhanced service quatity? 

8 A. First, the Company estimated the outage time reduction potential from the AMI and 

9 Smart Grid programs. Based on vendor estimates, the Company believes that it can 

10 reduce average outage time by 5% for customers with AMI meters. Moreover, the 

11 Company believes that it can reduce average outage time by 22% once the Smart Grid is 

12 fiilly deployed. The detailed sources and calculations can be found m WPH-1.9. The 

13 combined average outage time reduction is 19 minutes per year. 

14 To determine the monetary value of this reduction, we used values provided by EPRI for 

15 an average outage cost per hour for residential, small C&l and large C&I customers. For 

16 C&I customers, these costs reflect the out-of-pocket and opportunity costs associated 

17 with an outage (e.g., lost productivity). For residential customers, the costs were based 

18 on the amount that customers would be willing to pay to avoid an outa^ or, conversely, 

19 their willingness to accept payment for the intermption. We assumed that the outage 

20 time reduction is consistent across all customer groups. Detailed calcinations can be 

21 found in WPH-L9. 
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1 Q. How did you determine the value of the extematities? 

2 A. While many externalities exist, the only extemaUty that is both significant and reasonably 

3 quantifiable is the value of emissions. Consequentiy, DP&L valued reduced carbon 

4 emissions as part of our societal benefits analysis. Reduced carbon emissions are a 

5 function of the total megawatt-hour reduction associated with DP&L's demand response 

6 products, improved utilization efficiency and distribution network efficiency. The 

7 Company multiplied those numbers by its CO2 emission per megawatt hoiu* generated to 

8 get the total eliminated carbon tonnage. 

9 To determine the dollar value for the elkninate carbon emissions, the Compaiy used the 

10 guidelines given by California regulators as quoted in the EPRI report. Detailed 

11 calculations can be found m WPH-1.9. 

12 Q. How did you determine the value of distribution network efficiency? 

13 A. One effect ofthe Company's smart grid development plan is improved efficiency ofthe 

14 distribution network. The Company wiU reduce line losses and build the capability to 

15 deploy dynamic load control during times of peak demand. The testimony of Mr. 

16 Teuscher provides details of how energy and demand savings from netw<Mk efficiency 

17 were determined. 

18 Q. Why are societal benefits based on a fifteen-year period? 

19 A. Both AMI and smart grid have considerable up-front costs and benefits tiiat stretch out 

20 over a number of years. Therefore, it is necessary to take a longer-term view of the 

21 initiatives to determine accurately and fairly their trae value to society. The Con^any 
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1 needs to select an appropriate period to measure the societal benefits fiom the program. 

2 The Company selected fifteen years because that period coincides with the depreciable 

3 life ofthe AMI meters and with the end ofthe pro^am's expenditures fortius project. 

4 Q. What is the combined value of aU of these societal benefits? 

5 A. DP&L estimates that its CCEM Programs will generate $682 million hi societal benefits. 

6 Please see exhibit KLH B-1 for a detailed breakdown. 

7 III. WORKPAPERS 

8 Q. For what workpapers are you responsible? 

9 A. I am responsible for WPH-1.9 

10 Q. What information is provided in WPH-L9? 

11 A. This workpaper provides the detailed calculations upon which our societal benefit 

12 estimates are based. It shows the net present value of each of the individual benefit 

13 categories discussed in Section II. The demand response product section (lines 1 -8) 

14 shows the cost savings from avoided capacity and energy stemming fixmi DP&L direct 

15 load control and time-based pricing, as well as from third-party curtaUment programs. 

16 The improved utilization efficiency section (lines 10-15) shows the cost savings 

17 associated with avoided energy and capacity stemming fcom DP&L's enei^ efficiency 

18 programs and Home Energy Displays. The enhanced service quality section (lines 17 -

19 50) shows how the Company calculated the reduction in out^e time and determined the 

20 associated monetary value, including the average hourly cost of out^e reductions by 
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1 customer class, as well as the source for this information. The externalities section (lines 

2 53 - 62) shows how the Company calculated total carbon emissions and determined the 

3 associated monetary value. This section includes DP&L's CO2 emissions per ton and the 

4 monetary value per ton of CO2, as well as the source for this information. Last, the 

5 distribution network efficiency section (lines 64 - 68) shows the cost savmgs fix)m 

6 avoided capacity and energy stemming from DP&L's smart grid initiative. 

7 IV. CONCLUSION 

8 Q. Please summarize your testimony. 

9 A. In summary, the Company estimates that DP&L's CCEM Programs wiU generate $682 

10 million in societal benefits. In combination with operational benefits for the utility, this 

11 value more than justifies the expense associated with DP&L's CCEM Programs. 

12 DP&L's approach to estimating societal benefits is sound and conservative for several 

13 reasons. First, every component ofthe Company's estmiates was tailored to DP&L's 

14 service territory and customer base. Whenever possible, the Company built bottom-up 

15 estunates of the potential opportunity for societal benefits. When benchmarics were 

16 necessary, the Company selected highly conservative ones and then applied thwn as 

17 specifically as possible to its service territory and customer base. Moreover, it excluded 

18 those benefits that could not be calculated with a meaningful degree of precision. Last, 

19 the Company's evaluation approach is based on EPRI's recommended fi-ameworic, vMch 

20 is also being utilized by other Ohio utilities. Given EPRI's considerable experience in 

21 this area and the Company's active participation in the process of developii^ the 

22 methodology, DP&L is confident of its soundness. 
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1 Q. Does this conclude your direct testimony? 

2 A. Yes, it does. 
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1 I. INTRODUCTION 

2 Q. Would you please state your name and business address for the record? 

3 A. My name is Chris T. Hergenrather. My business address is 1065 Woodman Drive, 

4 Dayton, Ohio 45432. 

5 Q. By whom and in what capacity are you employed? 

6 A. I am employed by The Dayton Power and Light Company ("DP&L") as Senior Manager, 

7 Tax. 

8 Q. Would you describe briefly your educational and business background? 

9 A. lama 1981 graduateof Wright State University with a Bachelor of Science in 

10 Accounting and received a Masters of Business Administration in Managem^t in 1988, 

11 also from Wright State University. I am also a member ofthe Edison Electric Institute's 

12 Taxation Subcommittee. I joined DP&L in September 1981, and worked until 1992 in 

13 various accounting positions. In February 1992,1 moved into DP&L's Tax Department 

14 in a staff position. In 2000,1 was promoted to Supervisor, and in 20021 was promoted to 

15 Tax Manager. In 2007,1 was promoted to Senior Manager, Tax. In my ciurent position I 

16 am responsible for matters related to DP&L's tax liabilities. 

17 Q. What are the purposes of your testimony? 

18 A. The purposes of my testimony are to support and explain (1) the calculation ofthe gross 

19 revenue conversion factor; (2) changes in DP&L's property tax liabiUties residtii^ fix)m 

20 the Customer Conservation and Energy Management ("CCEM") property investments; 
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21 and (3) changes in DP&L's deferred taxes due to changes in DP&L's rate base as a result 

22 ofthe CCEM investment. 
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23 Q. What schedules and workpapers do you sponsor? 

24 A. I am sponsoring Schedule A-4, Schedule B-7, Schedule C-4, Schedule C-4.1 and the 

25 associated workpapers. These schedules and woricpapers were prepared based on 

26 information provided in Schedule B-2, Schedule B-3 and Schedule B-5 relating to 

27 DP&L's anticipated investment in Transmission and Distribution Infi'astructure and 

28 Energy Efficiency property. 

29 II. GROSS REVENUE CONVERSION FACTOR 

30 Q. Can you explain the purpose ofa gross revenue conversion factor? 

31 A. Yes. DP&L, like most businesses, has uncollectible accounts, and pays taxes on its 

32 profits. The purpose ofa gross revenue conversion factor is to determine how much total 

33 revenue DP&L must receive so that DP&L will receive its revenue requirements after 

34 accounting for uncollectibles and taxes. DP&L's revenue requirement is thus multiplied 

35 by the gross revenue conversion factor to determine the total revenue DP&L is entitied to 

36 receive. 

37 Q. Can you explain how you calculated the gross revenue conversion factor in this 

38 matter? 

39 A. Yes. That calculation is shown on Summary Schedule A-4. The gross revenue 

40 conversion factor is used to determine incremental revenue requirements by identifying 

41 and quantifying incremental costs (such as uncollectibles) and tax changes that vary with 

42 revenue. DP&L's historic rate of uncollectible accounts and appUcable statutory income 

43 tax rates are used in the calculations and all tax percent^es include the effects of other 
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44 taxes on the incremental rate. Dona Seger-Lawson sponsors the workpaper showii^ the 

45 calculation of the uncollectible mte. 

46 Q. Please describe why Summary Schedule A-4 shows two different gross revenue 

47 conversion factors. 

48 A. The gross revenue conversion factor is used on Schedule A-2 to increase the Revenue 

49 Requirement exclusive of Income Taxes. The O&M/Debt gross revenue conversion 

50 factor excludes the tax components ofthe factor recognizing that the items included m 

51 the O&M/Debt Revenue Requirement exclusive of Income Taxes are deductible for tax 

52 purposes. In other words, for each incremental dollar of revenue required there is an 

53 offsetting dollar of expenses deducted and no additional revenues are needed to cover 

54 incremental increases in tax. The O&M/Debt gross revenue conversion factor 

55 compensates only for uncollectible expense. The Equity Revenue Requirement exclusive 

56 of Income Taxes is not tax deductible, so each incremental dollar of revenue required wUl 

57 result in additional income tax. Therefore, the Equity gross revenue conversion &ctor is 

58 needed to increase the Revenue Requirement to compensate for the incremental income 

59 tax in addition to the uncollectible expense. 

60 III. DEFERRED TAXES 

61 Q. Can you explain what deferred taxes are and how t h ^ affect DP&L's rate base? 

62 A. Yes. Deferred taxes represent the tax effect of timing differences in tiie recognition of 

63 income and deductions for tax and when income and deductions are recognized for 

64 books. Generally, Financial Accounting Standards Board Statement No. 109 r^uires 

65 deferred taxes to be measured by the difference between the net tax basis (gross tax asset 
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66 or liability less accumulated tax depreciation) and the net book basis (gross book asset or 

67 liability less accumulated book depreciation). In DP&L's case, deferred taxes arise due 

68 to the fact tiiat tax laws generally permit a utility to depreciate its assets at a faster rate 

69 than the utility can depreciate those assets on its regulatory books. The accelerated tax 

70 depreciation permits a utility to recognize increased expenses on its tax returns, and thus 

71 pay lower taxes. Since a utiUty has received the benefit of paying lower taxes, that 

72 benefit is used to reduce the utility's rate base. 

73 Q. WiU DP&L experience a change in deferred taxes as a resuh ofthe CCEM projeet? 

74 A. Yes. Schedule A-4 shows that DP&L will invest m a significant amount of new property 

75 which will increase rate base. DP&L will depreciate this property on its tax books at a 

76 rate faster than DP&L will depreciated the property on its regulatory books. As 

77 explained above, that accelerated depreciation creates deferred taxes. 

78 Q. Can you describe how you calculated the change in deferred taxes that DP&L 

79 experienced between the base period and the test period? 

80 A. Yes. That calculation is shown on Schedule B-7. Schedule B-7 computes tiie deferred 

81 tax balances related to new investment in Transmission and Distribution Infirastructure 

82 and Energy Efficiency property utilizmg the net tax basis shown on Workp^)er WPB-7.1 

83 and Workpaper WPB-7,2, Workpapers WPB-7.1.1, WPB-7.2,1, WPB-7,2.2, and WPB-

84 7.2.3 compute net tax basis using the current tax depreciation methodology to arrive at 

85 the net tax basis. The net tax basis of retirements of infi'astructure is computed on 

86 Workpaper WPB-7.4 and is netted against the tax basis ofthe new investment to arrive at 

87 the net tax basis on Worlqaaper WPB-7.2. Net book basis was confuted using gross 
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88 plant additions from Schedule B-2 and the accumulated depreciation from Schedule B-3. 

89 Net book basis of retirements is shown on Schedule B-5. Schedule B-2, Schedule B-3, 

90 and Schedule B-5 are sponsored by Greg Campbell. The difference between the net tax 

91 basis and the net book basis times the current tax rate provides the deferred tax balance 

92 by year. 

93 IV. PROPERTY TAXES 

94 Q. Are there any O&M changes related to taxes as a result ofthe CCEM project? 

95 A. Yes. The CCEM project consists ofa significant investment in new property which will 

96 be subject to Ohio's public utility property tax. This investment will cause a significant 

97 increase in property tax expense to DP&L as shown on Schedule C-4 and a reduction in 

98 property tax expense to DP&L as a result ofthe retirement of property as shown on 

99 Schedule C-4.1. 

100 Q. Can you explain how you quantified the changes to DP&L's expenses due to changes 

101 in personal property tax? 

102 A. Yes. The results of my calculations are summarized on Workpaper WPC-4. My 

103 calculations are shown on Worlqsapers WPC-4.1, WPC-4.2, and WPC-4.3. Those 

104 schedules quantify the effect ofthe additional investment on DP&L's expenses cm a year-

105 by-year basis. The public utility property tax provides statutory depreciation factors for 

106 different classes of property. Those schedules apply the statutory depreciation factors to 

107 the amount of property placed in service annually. The public utiUty property tax also 

108 assesses the property tax on a percentage ofthe depreciated value. This percent^e, 

109 known as the listmg percentage or assessment percentage, is 84% for transmission and 
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110 distribution property. The resulting assessed value is multiplied by the average property 

111 tax rate, as determined on Workpaper WPC-4.4, to arrive at the property taxes. DP&L 

112 has also recognized that as property is retired DP&L will realize a reduction in its current 

113 property tax obligation. Schedule C-4.1 shows the reduction in property tax as a residt of 

114 the retirement of property due to the CCEM project. The results of my calculations 

115 supporting the reduction in property tax expense are summarized on Workpaper WPC-

116 4.5. Workpapers WPC-4.5.1 and WPC-4.5.2 show the calculations ofthe property tax 

117 reduction. Those workpaj)ers apply the statutory depreciation factors to the amount of 

118 property after determining the estimated age ofthe property retired. The public utility 

119 property tax also assesses the property tax on a percentage ofthe depreciated value. This 

120 percentage, known as the listing percentage or assessment percentage, is 84% for 

121 transmission and distribution property. The resulting assessed value is multipUed by the 

122 average property tax rate, as determined on Workpaper WPC-4.4, to arrive at the property 

123 taxes. 

124 V. CONCLUSION 

125 Q. Please summarize your testimony. 

126 A. This testimony explains and supports: (1) the calculation of DP&L's gross revenue 

127 conversion factor; (2) the changes in deferred taxes on the capital investment and their 

128 effect on rate base; and (3) the effect of property taxes on DP&L's O&M costs. 

129 Q. Does this conclude your direct testimony? 

130 A. Yes it does. 
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1 I. INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. My name is Scott J. Kelly. My business address is 1065 Woodman Drive, Dayton, OH 

4 45432. 

5 Q. By whom and in what capacity are yon employed? 

6 A. I am employed by The Dayton Power and Light Company ("DP&L" or "Company") as 

7 Senior Vice President, Service Operations. 

8 Q. How long have you been in your present position? 

9 A. I assumed my present position in March, 2007. Prior to that, I was Director of 

10 Engineering and Business Development (1/2002 - 3/2007), Customer Business Manager 

11 (6/2001 - 1/2002), Customer Group Manager (1/1997 - 6/2001), Operations Manager, 

12 Marysville (12/1995 -12/1996), Assistant Manager, CenterviUe (4/1995 - 12/1995) and 

13 Assistant Manager assigned to Special Project Team (11/1994 - 4/1995). 

14 Q. What are your responsibilities in your current position and to whom do yon report? 

15 A. In my current position, I am responsible for deUvering reUable and quaUty service to 

16 Dayton Power and Light's 500,000 customers located throughout West Central Ohio. I 

17 report to the President and Chief Executive Officer of DP&L. 

18 Q. Will you describe briefly your educational and business baclc|;round? 

19 A. I received a Bachelor of Science degree in Mechanical Engmeering fix)m Carnegie 

20 Mellon in 1988 and a Master of Business Administration firom Xavier University in 2006. 
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1 Prior to DP&L, I spent six years at Rockwell Intemational, holding various Manager-

2 level positions. 

3 Q. What is the purpose of this testimony? 

4 A. The purpose of this testimony is to support and explain DP&L's request for approval of 

5 its plan for the Customer Conservation and Energy Management ("CCEM") Programs. I 

6 will provide a high-level overview ofthe project and subsequent testimony will cover key 

7 components in more detail. 

8 Q. Describe your role in the development of this CCEM proposal. 

9 A. I provided overall leadership and oversight in the preparation ofthe business case for tiie 

10 CCEM project. 

11 Q. What chapter and Exhibits are you supporting? 

12 A. I am supporting Chapter 1, "Executive Summary of The Dayton Power & Light 

13 Company's Customer Conservation and Energy Management Programs." I also support 

14 Exhibits SJK A-1, A-2, B-1, B-2, and B-3. 

15 II. OVERVIEW OF DP&L'S CUSTOMER CONSERVATION AND 

16 ENERGY MANAGEMENT PROJECT 

17 Q. Can you please describe DP&L*s Customer Conservation and Energy Management 

18 ("CCEM") project? 

19 A. Yes. By means of this AppUcation, DP&L proposes a seven-year roadmap for 

20 establishing the necessary building blocks for what the Company envisions as the 
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1 Customer Conservation and Energy Management ("CCEM") Programs. The three 

2 fundamental building blocks of DP&L's CCEM Programs are: 

3 • Energy Efficiency & Demand Response. Establishment ofa robust set of energy 

4 efficiency and demand response programs targeted toward giving customers the 

5 ability to control their own energy usage and expenditures. 

6 • Delivery System Modernization. Building an Advanced Metering Infi'astmcture 

7 ("AMI") and developing key elements ofthe smart grid such as distribution ^ d 

8 substation automation. 

9 • Enabling Infrastructure. Addressing gaps in DP&L's existing information 

10 technology and telecommunications infrastmcture to be able to support and realize 

11 the full potential of both AMI and smart grid functionality, 

12 Exhibit SJK A-1 summarizes this roadm^ for building DP&L's CCEM Programs. 

13 Q. What are you requesting from the Commission? 

14 A. The Company is seeking approval to spend and to recover in rates $297M in coital and 

15 $186M in O&M over 7 years to implanent energy efficiency & demand response 

16 programs, to build AMI, and launch a smart grid development plan. DP&L is seddng 

17 recovery of O&M costs, depreciation of and retum on capital, and shared savings. 

18 Q. What time period are you covering in this application? 

19 A. Seven years starting upon Commission q)proval. 

20 Q. Please identify the principal components of DP&L's CCEM proposal to the 

21 Commission. 
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1 A. DP&L has provided the Commission with detailed documentation in support of its 

2 CCEM roadmap. The roadmap consists of four chapters: 

3 • Chapter 1: Executive Summary of The Dayton Power & Light Company's Customer 

4 Conservation and Energy Management Programs, 

5 • Chapter 2: The Dayton Power & Light Company's Energy Efficiency and Demand 

6 Response Plan, 

7 • Chapter 3: The Dayton Power & Light Company's Advanced Metering Infrastructure 

8 Plan, and 

9 • Chapter 4: The Dayton Power & Light Company's Smart Grid Development Plan. 

10 The executive summary briefly summarizes the integrated CCEM plan. Each subsequent 

11 chapter provides a description ofthe proposed program or delivery system modernization 

12 initiative and provides detail regarding any enabling infi-astmcture investment required to 

13 support the program or initiative. I wiU briefly describe the major components ofthe 

14 CCEM plan. Additional testimony will be provided by DP&L representatives and 

15 extemal consultants to support each module in greater detail. 

16 1) Energy Efficiency and Demand Response Programs 

17 The objective of DP&L's Energy Efficiency and Demand Response Plan is to enhance 

18 our customers' energy value. Customers will immediately be able to exercise more 

19 control over their energy usage and expenditures. The programs will also help us 

20 achieve the targets set out in S.B. 221. The Plan has three primary elements. 
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1 • Residential Portfolio of Programs. The residential portfolio of programs offers 

2 customers multiple opportunities to better control their energy usage and costs 

3 while promoting comprehensive actions that can create the most value for 

4 customers. Specific program elements include: 

5 - Residential Lighting point of purchase buy downs, 

6 - Residential Heating, Ventilation and Air Conditioning ("HVAC") Diagnostics 

7 & Tune-Up discount, 

8 - Residential HVAC Rebates, 

9 - Residential Apphance Recycling, 

10 - Residential Appliance Rebates, 

11 - Residential Low Income Energy Audits and Funding for Initiatives that have a 

12 Benefit-to-Cost Ratio Better tiian 1.0. 

13 - Residential Direct Load Control, 

14 - Residential Time of Use Pricing, 

15 - Residential Peak Time Rebate Pricing, and 

16 - Home Energy Displays ("HED"). 

17 DP&L will also continue to explore opportunities to mfluence the efficiency of tiie 

18 new housing stock via partnering with home builders and architects; however, given 

19 low new home growth at this time, the Company does not plan to launch a broad-

20 scale new constmction program. As circumstances change tiie Company will re-

21 evaluate based on the estimated value proposition to our custom^'s fiom such 

22 programs. In the meantime, DP&L plans to pursue smaU opportunities with existing 

23 residential homes to gather energy consumption and premise-performance data that 
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1 will help us to refine and refresh the overall program portfolio. The Company is 

2 evaluating an innovative energy information system that will allow customers to 

3 monitor the efficiency of their end-use activities and equipment. 

4 • Non-Residential Portfolio of Programs. The portfolio includes a wide variety of 

5 individual technology and/or device incentives. Specific program elements include: 

6 - Prescriptive Rebates for lighting, HVAC, motors & drives, and 

7 compressed air; 

8 - Custom Rebates; 

9 - Non-Residential Durect Load Control; and 

10 - Non-Residential Time of Use Pricing. 

11 • Education/Awareness/Market Transformation Actî fities. DP&L recognizes the 

12 importance of customer education. Tlie Company will implement educational 

13 outreach initiatives to build and expand consumer energy management awareness. 

14 DP&L plans to launch these programs as soon as possible following Commission 

15 approval of DP&L's request. DP&L will use and enhance existing energy education 

16 venues and networks such as its website, various customer communications 

17 modalities and school presentations to maximize the public's exposure to these 

18 initiatives. The Company will also explore partnering with energy efficiency vendors 

19 and channel partners to build an energy efficiency showcase and educational faciUty. 

20 2) AMI and Enabling Infrastructure 
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1 The objective ofthe Company's plan to implement AMI is to intoduce new functionaUty 

2 that will support the improvement of operations and provide greater value to customers. 

3 The key functionality AMI will provide for DP&L customers include: 

4 • The availability of interval data and accurate load shapes that can be made 

5 available to customers to help them manage energy costs. 

6 • The enabling technology for the success of demand response by providing reUable 

7 interval data necessary to measure and verify load reductions and the creation ofa 

8 platform to engage customers in demand response. 

9 • The abiUty to quickly and accurately recognize service restoration needs, allowing 

10 improved crew di^atch, reduction in unneeded trips to customers whose service 

11 has already been restored, and improved communications with customers and the 

12 community. 

13 • The fundamental enabling component ofthe smart grid. Much ofthe benefit to 

14 implementing a smart grid infi'astmcture relies on the capture of data detailed and 

15 timely enough to communicate the status ofthe utiUty distribution system to 

16 process-inteUigent controls for the distribution equipment. 

17 There are four primary components necessary for AMI system configurations which 

18 make up our AMI implementation plan. 

19 • Meters and Modules, The proposed AMI system caUs for the rq>lacement of all 

20 residential and commercial met^s witii digital electronic meters and meter module 

21 combinations that provide fidl AMI fimctionality. 

22 • Communications Networic & Equipment The AMI communications solution 

23 consists of communications hardware and soflware and associated system and data 

24 management software that create a two-way communications network between AMI 
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t meters and utility business systems which allow collection and distribution of 

2 information to customers and tiie utiUty. 

3 • Home Energy Displays. DP&L's plan includes support for a customer Home Area 

4 Network (HAN) and includes energy display devices that are easy to access and to use. 

5 These devices will show customers their energy usage, trends, and current energy 

6 prices. DP&L will make energy displays available to customers who do not have 

7 Intemet access. 

8 ' I T Systems. Effective implementation of AMI technology requires the acquisition and 

9 implementation of supporting IT systems including a customer infonnation system 

10 ("CIS"), meter data management system ("MDMS") and e-Services. These syst^n 

11 investments are required to make it possible for DP&L to manage the enhanced 

12 operational environment as well as to aUow customers to access data and interact with 

13 DP&L. 

14 3) Smart Grid Development 

15 The Company's long-term vision ofa Smart Grid includes a fuUy network-coimected 

16 system that identifies and communicates the status ofthe power grid and automates 

17 distribution decision-making systems. Expected results fit)m plarmed Smart Grid 

18 implementation will be a greatly improved deUvery system that reduces line losses, 

19 maximizes customer service and system reUability, allows for operational saving for 

20 DP&L and generates substantial benefits for society at large. 

21 Smart Grid infrastmcture is expected to create an energy system that will oihance both 

22 operational performance and improve outcomes by allowing DP&L to: 

23 • Detect and address emerging problems on the system before they affect service; 
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1 • Respond to local and system-wide inputs and provide additional infonnation 

2 about broader system problems; 

3 • Incorporate extensive measurements, rapid communications, centralized 

4 advanced dia^ostics, and feedback control that quickly return the system to a 

5 stable state after intermptions or disturbances; 

6 • Automatically adapt protective systems to accommodate changing system 

7 conditions, 

8 • Re-route power flows, change load patterns, improve voltage profiles, and take 

9 other corrective steps within seconds of detecting a problem; 

10 • Enable distributed energy resources and dCTiand response loads to be integrated 

11 into operations; 

12 • Improve reUability and security; and 

13 • Provide system operators vnth advanced visualization tools to enhance their 

14 ability to oversee, manage, and troubleshoot the system, for improved reUabiUty 

15 for customers. 

16 By means of this Application the Company is proposing a 7-year smart grid development 

17 plan which involves the deployment ofa sub-set of smart grid technologies, primarily 

18 pertaining to distribution and substation automation. Smart grid development in 

19 combination with AMI systems and demand response programs will achieve operational, 

20 reUability, and efficiency benefits. Following this 7-year development phase DP&L 

21 expects to submit an expanded proposal for full deployment of an integrated smart grid 

22 implementation plan. 
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1 The 7-year smart grid development plan will focus on effective implementation of 

2 distribution automation technology which requires the installation of a series of controls, 

3 switches and monitors as well as a supporting communications infirastmcture. 

4 

5 In addition, the Company proposes to automate all substations by upgrading relay 

6 protection and communication systems in substations to enable fault isolation and load 

7 redistribution. 

8 Q- When wUl the CCEM project be implemented? 

9 A. Exhibit SJK A-2 provides detail as to the expected implementation ofthe key 

10 components of CCEM. Most initiatives will be launched witiiin 30 days of Commission 

11 approval, and for purposes of this exhibit we assume implementation begins in January, 

12 2009. However some components caimot be implemented until the underlying 

13 infrastmcture is in place; consequentiy, some CCEM con^oncnts have a staged 

14 deployment. In summary, DP&L expects that the following components will be 

15 implemented at the foUowing times: 

16 1) Energy Efficiency and Demand Response Programs 

17 Energy efficiency programs v îll be launched in January of 2009. Durect Load Control, 

18 however, is dependent upon AMI meters being in place along with supporting 

19 telecommunications infiastructure. Therefore Direct Load Control will be launched in 

20 June of 2010 when a sufficient number of meters are in the field. FuU deployment of 

21 Dfrect Load Control is expected m June of 2011. Similarly, Time-of-Use Pricing and 

22 Peak Time Rebates are dependent upon AMI meters, a telecommunications 
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1 infrastructure, as well as a flexible billing system capable of supporting time-based rates. 

2 Consequently, Time-of-Use Pricing and Peak Time Rebates will be launched in 2011. 

3 2) AMI and Enabling Infrastructure 

4 The Company plans to begin installing AMI meters upon Commission approval ai^ the 

5 deployment is expected to be complete in six years. The supporting communications 

6 network infrastmcture which is necessary for two-way communication between the 

7 meters and the utility will be deployed alongside the new meters and is expected to be 

8 complete in four years. Home Energy Displays will be deployed starting in 2010 and 

9 deployment will be complete after five years. Deployment ofthe IT systems necessary to 

10 support meter data collection and analysis as well as customer interfaces and bill 

11 presentment will begin immediately upon Commission approval. IT system deployment 

12 will be managed over a three-year time period with the exception ofthe Infi'astructure 

13 Solution module which wiU be completed in the first year-and-a-half and Service 

14 Oriented Architecture which will continue through year-end 2013. Two additional IT 

15 systems. Outage Management System/Distribution Management and Mobile Workforce 

16 will not be deployed until 2011 and 2012 respectively, as they require not only AMI 

17 meters to be in place but also a subset of circuits to be fiiUy automated using smart ^ d 

18 technologies. 

19 3) Smart Grid Development 

20 In years 2009 through 2014, DP&L plans to automate 4 circuits pCT year and in 2015 will 

21 automate 30-50 circuits as part ofthe distribution automation development plan. Circuits 

22 will be prioritized based on reliabiUty and customer impact. Also in years 2009 through 

23 2014, DP&L plans to automate 6-7 substations per year and 12 substations m 2015 as part 
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1 ofthe substation automation development plan. The customer reliability benefits of 

2 substation control will be immediately felt by customers. 

3 

4 III. BUSINESS CASE 

5 Q. What investments does DP&L anticipate making to implement the CCEM 

6 Programs? 

7 A. Detail of spendmg by module is summarized m Exhibit SJK B-1. In summary DP&L 

8 anticipates it will need to invest $297.1M in cs^ital and $185.8M in O&M over the seven 

9 years covered in this Application. The majority of capital expenditure, $255.OM is in 

10 support of AMI deployment, $41.6M is reqmred for smart grid development and only 

11 $0.5M in capital is necessary to support our energy efficiency & demand response 

12 programs. $ 118.4M m O&M is required for energy efficiency & demand response 

13 program implementation, $63. IM in O&M will go toward AMI, and $4.3M toward smart 

14 grid development. 

15 Q. Is that investment reasonable and prudent? 

16 A. Yes. Over the past year DP&L has evaluated the various technologies to implement AMI 

17 and smart grid. Technology vendors have given presentations to cross-functional teams 

18 within the Company. DP&L employees attended several conferences and visited utiUties 

19 that have implemented different components of AMI and smart grid technologies to gain 

20 a broader knowledge ofthe successes and pitfalls which others have experienced in the 

21 implementation of these technologies. DP&L also engaged an extemal consulting firm, 

22 Bridge Strategy Groiq>, to assist the Company in research and analysis to develop a 

23 feasible and cost-effective CCEM strategy. 
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1 The information for estimating meter, communication equipment, and installation costs 

2 was developed from proposals provided by vendors based on a formal request for 

3 proposal ("RFP") process. DP&L also worked with a third-party consulting firm, 

4 Accenture, to develop the IT, IT related infi:astmcture and IT integration requirements 

5 necessary to support the future CCEM capabiUties. 

6 The methodology for estimating costs for energy efficiency & demand response 

7 programs included: 

8 • Benchmarking program costs at leading utilities; 

9 • Conducting market research to identify program take-up rates; 

10 • Issuing price elasticity surveys to identify appropriate incentive levels; and 

11 • Issuing RFPs for direct load control vendors. 

12 

13 Q. How did DP&L determine which elements ofthe existing infrastructure and/or 

14 systems need to be replaced? 

15 A. The Company built a blueprint ofthe systems and infrastructure required to support the 

16 energy efficiency, safety, and reliabiUty c^abiUties ofthe CCEM Programs. Analysis 

17 was conducted to determine whether existmg infiastmcture and systems could be 

18 expanded or modified in a cost effective manner, or whether it would be necessary to 

19 replace them. Detail ofthe specific assessments regarding telecommunication 

20 infrastmcture and IT systems are si^ported in the testimony of DP&L witnesses 

21 Teuscher and Garrison. 

22 Q. Can you identify the amount of ene i^ and peak demand that DP&L believes can be 

23 saved through the CCEM project? 
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1 A. Yes. Exhibit SJK B-3 provides a breakout of energy and peak demand savings expected 

2 as a result of CCEM. In summary, based on our seven-year development plan flie 

3 Company expects to reduce energy consumption by 2,528,952 MWh and reduce peak 

4 demand by 183MW m 2015. 

5 Q. How much wUl this increase rates for the various classes of consumers? 

6 DP&L estimates that CCEM will result in a 7-year compound aimual growth rate of 1.2% 

7 for residential customers, 1.5% for commercial customers, and 1.9% for mdustrial 

8 customers. The Company expects that in many cases customers will actually be able to 

9 lower their energy bills by utilizing the enhanced energy management infi'astracture 

10 made available to them as part of CCEM. 

11 Q. What are the benefits to the consumer of CCEM? 

12 A. The Customer Conservation and Energy management Programs wiU provide customers 

13 with the following benefits. 

14 • Improved power reUabiUt>̂ , 

15 • Greater billing accuracy; 

16 • Less intmsive meter reading and service connection/disconnection; 

17 • Improved outage response; 

18 • Empowerment to control usage and expenditure; and 

19 • More customer information and choices via: 

20 - Time-of-Use Pricing, 
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1 - Demand response, and 

2 - eServices. 

3 It is worth noting that some of these benefits and other benefits that accrue to society at 

4 large can be quantified. Mr. Hall's testimony will discuss DP&L's approach to 

5 quantifying this category of "societal benefits." 

6 Q. What are the benefits of CCEM to the Company and its shareholders? 

7 A. Exhibit SJK B-2 provides a summary of operational benefits as a result of CCEM. Total 

8 operational benefits to the Company and shareholders are $53M over seven years, $52M 

9 from AMI and $1M from development of distribution and substation automation 

10 technologies. 

11 Examples ofthe sources of these operational benefits to the company and shareholders 

12 from CCEM include the following; 

13 • Reduction in meter reading and other service expense, 

14 • Reduction in energy theft, 

15 • Improved meter accuracy, 

16 • Reduction in field service, 

17 • Lower load research costs, 

18 • Elimination of false outage dispatches, and 

19 • Lower bill processing costs from fewer exceptions. 
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1 The benefits from the CCEM Programs have been conservatively stated. Additional 

2 benefits to the Company and shareholders that DP&L did not attempt to quantify at this 

3 early stage include: 

4 • Rapid fault isolation and load distribution fix)m automated switches, 

5 • Improved substation monitoring and remote control, 

6 • Enriched power quality monitoring through sensors, 

7 • Improved power factor and lower Une losses fiom automated capacitors, and 

8 • Enablement of distributed generation. 

9 IV. CONCLUSION 

10 Q. Please summarize your testimony. 

11 A. This testimony supports DP&L's request for approval of its plan for the Customer 

12 Conservation and Energy Management ("CCEM") Programs. Furtiier testimony wiU be 

13 provided by DP&L persormel and third party consuhants in order to give enhanced detail 

14 in the followmg areas: 

15 • Energy Efficiency & Demand Response Programs 

16 o Program Selection and Cost and Benefits Estimates 

17 o Total Resource Cost Tests 

18 o Valuation of Demand and Energy 

19 • T&D Infi-astructure Investments 
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1 • I T System Investments 

2 • Proposed Cost and Revenue Recovery Model 

3 • Customer Rate Impact 

4 • Cost of Capital 

5 • T a x Treatment 

6 • Accounting Treatment 

7 Q. Does this conclude your direct testimony? 

8 A. Yes, it does. 

9 

10 200162.1 
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