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April 24, 2017

Ms. Donna S. Mitchell, CPA
Controller/Teasurer

City of Dover

5 East Reed Street
Weyandt Hall, Suite 300
Dover, Delaware 19901

Re: Engineering Consultant’s Report
Project No97522

DearMs. Mitchell:

In compliance with the requirements of Section 705 and Section 504 of the Ciyef, Delavare
Resolution Authorizing and Securing Electric Revenue Bonds, adopted De@3ntbh8B5Resolution)
Burns & McDonnellpresentghis Annual Engineering Consultant’s Report on the Operation and
Maintenance of the Electric System for the fiscal year@&2@4.6 This report summarizes our review
and assessment of the City of Dover’s (City) Electric System, its existiaidjelectric rates, its insurance
coverage in effect, and its reserve funds. Financial, statistical, and opeiatnused in prepagrihe
report were initially reported in the City’s annual financial st&tet® and accounting records. Additional
information was furnished by City and Electric Division staff.

In the preparation of this Engineering Consultant’s Report, Burns & McDoromflleted assessments

of the electric generating stations and the transmission and distribudtemsyf the City’s Electric

Division. Assessments involved interviews, observations, and review af yisar2016 expenditures and

fiscal year2016 budgets. In addition, an analysis of the balances of the Improvement and Extension Fund
as well as other funds supporting the Electric Division was performeds BukfcDonnell also reviewed

the adequacy of revenues provided by current retail rates in relatioa requirements of the Resolution.
Finally, a highlevel assessment of the City’s insurance coverage related to the EledsiorbDivas

completed.

Based on these reviews and assessments, it is the opinion of Burns & MdMatribe Electric System
is being operated and maintained, including replacements and upgrades asappio@imanner that is
consistent with current electric utility practices. In addition, the curetail rates have provided
sufficient revenues to satisfy the debt serdioeerage requirement in the Resolution. Further, it is the
opinion of Burns & McDonnell that the balances in the various reserve fundtaimad by the City for
the Electric Division are sufficient for their intended purposes.

We appreciate the coopertiand assistance provided by the City and the Electric Division staf in th
preparation of this report. We will be happy to discuss the report with yeuatonvenience.

Sincerely,
Burns & McDonnell

oA
S—
Ted J. Kelly
Principal & Senior Project Manager

TJK/sg

9400 Ward Parkway \ Kansas City, MO 64114
0 816-333-9400 \ F 816-333-3690 \ burnsmcd.com
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STATEMENT OF LIMITAT IONS

In preparation of th&nnual Engineering Consultant's Report on the Operation and Maintenanee of th
Electric System for the fiscal year endl 6 (the Report), Burns & McDonnell relied upon information
provided by the City of Dover, Delaware (the City). The information includeidus analyses,
computergenerated information and reports, audited financial reports, and otheridinend statistical
information, as well as other documents such as operating budgets andretarkalectric rate
schedules. While Burns & McDonnell has no reason to believe that the atfonnprovided, and upon
which Burns & McDonnell has relied, is inaccurate or incomplete in any matsjgect, Burns &
McDonnell has not independently verified such information and cannot geiigaccuracy or
completeness. In addition, Burns & McDonnell has used the information providedéaeréain
assumptions with respect to conditions that may exist in the futurée Bnins & McDonnell believes
the assumptions made are reasonable for the purposesREbe, it makes no representation that th

conditions assumed will occur.

City of Dover, Delaware iii Burns & McDonnell
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1.0 EXECUTIVE SUMMARY

1.1  Introduction

The Fiscal YeaR016 Engineering Consultant’s Report on the Operation and Maintenance of thie Elec
System (Report) haseen prepared in compliance with the requirements of the City of Dovervarel
Resolution Authorizing and Securing Electric Revenue Bonds, adopted De@3ntt6B85 (Resolution).
Burns & McDonnell was retained as the Engineering Consultant by thef@iyver, Delaware (City) to
complete an inspection of the Electric System and prepare a report on fifidieg2esolution requires

that the Engineering Consultant complete the following:

“The City covenants that it will cause the Engineering Consultants engployer the provisions of
Section 705 of this Resolution . . . to make an inspection of the Electric Syktast ahce each

fiscal year and . . . to submit to the City Manager a report setting forth (a) theings whether the
properties of theclectric System have been maintained in good repair, working order and condition
and whether they have been operated efficiently and economically and (b) tbeimendation as

to

(i) the proper maintenance, repair and condition of the Electric Systengdbe ensuing fiscal
year and an estimate of the appropriations which should be made for such purposes,

(i) the insurance to be carried under the provisions of Article VIl of thgoRtion,

(i) the amount that should be deposited during the egdisical year to the credit of the

Improvement and Extension Fund for the purposes set forth in Section 510 of thés Articl

(iv) the extensions, improvements, renewals and replacements which should lokeirimapidne

ensuing fiscal year, and
(v) any necesary or advisable revisions of the electric rates.”
This is thetwelfth annual Engineering Consultant’s Report prepared for the City by Burns & Mconnel

1.2  Electric System Overview and Assessment

The Electric Division served a monthly average®4,207accounts in fiscal year (F2016,

approximately 20,066f which were residential cust@rs.Five of the Electric Division customers take
service from the 68V transmission system. These customers include the Dover Air Force Base, Kraft,
Proctor & GambleWhite Oak Solaand NRG Energy Center (NRGYRG is an exempt wholesale

City of Dover, Delaware 1-1 Burns & McDonnell
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generator that sells power that must be transmitted through the Gityssnission system to third party
purchasers. When the NRG plant is not operational, the Electric @iyisovides power for the plant

site.

1.2.1  General Plant

General plant facilities consist primarily of Electric Division admmaiste and operations facilities and
pollution control related equipment on McKee Run Generating Station (McH@eaRd VanSant
Generating Station (VanSant). Other types of general plant include fiffniture and equipment,

transportation and pow@perated equipment, and communication equipment.

Effective July 1, 2011, the City entered into an Energy Management Agreertteiihe Energy
Authority, Inc. (TEA) to assist the City with its energy procurement,gyneale, purchase of fuels,
establishment and management of risk policies, and the development and mahafé&edging
protocols and related energy procurement challenges. Headgqdandiacksonville, Florida, TEA is a

non-profit energy manager owned by seven public utility systems operatoss doe nation.

1.2.2  Production Plant

The City owns two generating plants, the McKee Run and VanSant generaiomsstdcKee Run
consists ofltree steam turbine generating units with a total combined capacity ofegzbuatts (MW).
VanSant is a 39 MW simpleycle combustion turbine unit. NAES Corporatmperates the generating
plants. The agreement between the City and NAES Corporation hais ledkact since July 1, 2006. The
various systems and components of the generating plants reviewed by the iirgyDeersultant are

listed below:

Major Equipment
e Steam turbines/generators
¢ Boilers and auxiliaries
e Station cooling water systems
¢ Fuel handing systems
e Water treatment systems
e Station electrical systems
e Station control systems

e General facilities

City of Dover, Delaware 1-2 Burns & McDonnell
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Management and Organization

o Safety
e Training
e Staffing

Based on statements and information provided by the City, as well as theatibssrand reviews
performed, it is the Engineering Consultant’s opinion that the City’s posvargtion facilities are being
operated and maintained consistent with generally accepted electric udititicerin the United States. In
general, the performance, operatiorgintenance, staff, planning, and training aspects for the McKee Run
and VanSant were found to be above average. Specifically, the generatitaddele demonstrated a

high level of availability despite the dispatching of the units primariyp&akdemand.

1.2.3  Transmission and Distribution Plant

The transmission and distribution netwankludes 44 milesf overhead transmission linégs12 miles of
underground transmission lines, 179.8 miles of overhead distribution lines and &<l 8f
undegrounddistribution linesFive Electric Division customers take servitem the 69-kV transmission
system. The following list includeseas of the transmission and distribution system that were considered

and reviewed.

e System reliability

e Power quality

e Operatons and maintenance

e Design standards and specifications

e Transmission and distribution improvements

It is the Engineering Consultant’s opinion that the design, construction, operationaintenance of the
City’s electric transmission and distribution t§re and the associated facilities are consistent with
current generally accepted electric utility standards. In recent yearstth@€made appropriate
upgrades and improvements which the Engineering Consultant has observed whildrmptitict

reviewsand assessments to complete the annual reports.

1.3  Financial Overview and Assessment
The level of revenues required from the retail electric rates for theiElBotision were determined
through the analysis of the financial results and net income orargtrma for FY2016 The Resolution

requires that the Electric Division maintain a debt service coverage rdtia%of

City of Dover, Delaware 1-3 Burns & McDonnell
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Customers of the Electric Division of the City were charged for the elegrvice they received based
on the City’s rate schedules and contracts that were in place20E A comprehensive cost-eérvice
and rate design study was completed in 2006 and subsequent rate analyses weteddor2gie7, 2008,
2012, 2013and 20150 examine revenue requirements and revenue genergtiecifi&lly, the 2006
rate study was conducted to address increased costs associated with a newpgmiyveorsinact that
became effective on July 1, 2006. The rate study recommended cond@mergrate classes and
implementing rate increases on Jul\2006. The 2006 rate study also recommended an additional
increase be implemented on January 1, 2007 to cover increased costs assithiapatating the
generating station. The 2007 and 2008 rate analyses re-examined ElegsitnDavenues and expges
and recognized additional revisions to power supply cBstsause ofhese analyses, additional rate
increases were implemented on July 1, 2007, July 1, 2008, and July 2012. The July 2013staterad]

established the rate schedules utilized leyErectric Division today.

Total energy sales decreased fréB8GWh in FY 2015 to 713GWh in FY 2016, adecreasef 1.34
percent. Total revenue from sales to electric customers @ROE8was ¥9.1million, representingra
increaseof $0.82million from FY 2015. In FY 2016the average revenue per kWh for residential
customersvas12 49 cents and the systewide average price wdsl.07cents per kWh.

The Electric Division’s largest cost in providing electric service tougsamers is the wholesale coét

power purchased from the Pennsylvania New Jersey Maryland Interconnection (P&btplace

through its energy manager, TEA. From FY 2@d%5Y 2016 the cost of power deeasedrom $50.0

million to $42.6million. Net income was a positive $31lllion in FY 2015 and increased to a net

income of $.2million in FY 2016. General Administration expenses increased between FY 2015 and FY
2016, however he net incoméncreasen FY 2016 was du& a decrease in power supply castsl a
decrease in retiree health casbjle all other expenses stayed relatively constant

Following is an excerpt from Section 502(c) of the Resolution.

“(c) The total amount of the Revenues of the Electric System during the pefiedal year shall

have been not less than tta¢al of the following:

The Current Expenses of the Electric System during the current fiscal years shbweihpual

Budget . . . for such fiscal year, and

City of Dover, Delaware 1-4 Burns & McDonnell
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One hundred twenty-five percent (125%) of the maximum amount of the Principal anst Intere
Requirements for any fiscal year thereafter on account of all bonds theiadaling) under the

provisions of this Resolution.”

The Resolution requires that annual revenues of the Electric Divisioi less than the total current
expenses plus25percent of te greatest remaining annual debt service. The Electric Division achieved
debt service coverage ratios for FY 20EY 2015, and FY 201éf 3.51, 4.98, and 4.80espectively.
Therefore the revenues generated by the current electric rates have been sufficient herapplicable

covenant of the Resolution.

The City maintains a comprehensive insurance program to cover varyagdiyfabilities, as well as
significant losses related to various Electric Division propertiestheigpinion of Burns & MDonnell
as Engineering Consultant, and not as insurance counselor, the insuraridelicefaind affect appears

to satisfy the requirements of Section 706 of the Resolution.

The City established the Electric Revenue Fund and the Electric Innpeove& Extension (I&E) Fund to
make money available for specific purposes when they are needed. Thvinfpiloa list of these funds’

respective cash accounts:

Electric Revenue Fund
e Insurance Reserve Account
o Contingency Reserve Account
e Electric Rate Stabilizatn Reserve Account

¢ Interest and Sinking Account

Electric Improvement and Extension Fund
e Depreciation Reserve Account

e Future Capacity Reserve Account

The Engineering Consultant reviewed activity information on the accasted &bove and found that the
balances in thse accounts as of June 2016 were consistent with the required or target balances.

1.4 Conclusions

Based on the reviews and assessments completed, it is the opinion of Burio&rdlt that:

City of Dover, Delaware 1-5 Burns & McDonnell
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1. The City's power generation facilities are beiqgmated and maintained consistent with accepted
electric utility practice in the United States.

2. The design, construction, operation, and maintenance of the City's dlartsimission and
distribution system and associated facilities are consistengyesitérally accepted electric utility
standards. The system has been upgreaiprove operationreliability, and servicejuality to
customers.

3. The Electric Division capital projects included in the City’s Capitaestment Plan and the FY
2017 Operating Budget are necessary and should provide improved reliability amdjpalig
for the Electric System.

4. The balances as dfine 30, 2016, for the various reserve funds maintained by the City for the
Electric Division appear to be sufficient for their defil purposes.

5. The insurance coverage in full force and affect as maintained by the Cigdrlahe various
assets of the Electric Division appears to satisfy the requirements afrS&gs of the
Resolution.

6. The electric revenues generated by@litg’s current retail rates are more than sufficient to fulfill
the debt service coverage requirement defined in Section 502(c) of thetRasol

City of Dover, Delaware 1-6 Burns & McDonnell
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2.0 INTRODUCTION

The City of Dover, Delaware (City) operates a municipailyned electric utility system that served
24,240customersexcluding lightingwithin the Cityand surrounding areas at the end of fiscal yie¥) (
2016 The68 squaremnile service area of the electric utility in central Delaware; with th€ity, itself

located approximaty 70 miles south of Philadelphia, Pennsylvania.

2.1  Purpose of Report

ThisFY 2016 Annual Engineering Consultant’s Report (Report) has been prepared in coenplihnc
the requirements adopted December 23, 1985 of the City of Dover Electric BaridtiRagResolution).
Burns & McDonnell was retained by the City as the Engineering Consultanédéfi Section 705 of the
Resolution, as follows.

“The City covenants that it will, for the purpose of performing and carryindhmuduties imposed on
the Engineering Consultants under the provisions of this Resolution, employ amitelgpeEngineer
or engineering firm or corporation having a nationwide and favorable repute for skill>getience

in such work.”
The required scope of the Report is described in Section 504 of the Resolutalioves f

“The City covenants that it will cause the Engineering Consultants engployaer the provisions of
Section 705 of this Resolution . . . to make an inspection of the Electric Syktast ahce each
fiscal year and . . to submit to the City Manager a report setting forth (a) their findings whikthe
properties of the Electric System have been maintained in good repair, wortérgaad condition
and whether they have been operated efficiently and economically and (b) tbeimrendation as

to

(vi) the proper maintenance, repair and condition of the Electric System during thingefiscal

year and an estimate of the appropriations which should be made for such purposes,
(vii) the insurance to be carried undéretprovisions of Article VII of this Resolution,

(viii) the amount that should be deposited during the ensuing fiscal year to the ctiedit of

Improvement and Extension Fund for the purposes set forth in Section 510 of thés Articl

(ix) the extensions, improvements, renewals and replacements which should be mad&elur
ensuing fiscal year, and

City of Dover, Delaware 2-1 Burns & McDonnell
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(x) any necessary or advisable revisions of the electric rates.”

2.2 Organization

The Electric Utility Director is responsible for the overall managermgtite Eectric Utility Division.

Mr. Harry Maloneyis the current Electric Utility Director for the Electric Divisiorhe Electric Director
oversees the dap-day operations of the Electric Division and manages the Division’s stafDirector
also provides oversight of the production plant budget, monitors the contréoésasfergy coordinator
and the power generation operator/manager, and is responsible for Nortlegntarergy Services
Corporation (NAES Corporation) contracts and oversight. The Electrisi@invs organized into four

separate operating sections. Descriptions of the current Electric Digesitions are providdaelow.

Administration Section Administration provides the overall management of the Electric Division

Engineering and Trangssion & Distribution Sections. This section performs all planning and indge
monitors all construction projects, administers all power supply and gjegestation operations

agreements, and coordinates with customer service and public relatitives Edectric Division.

Electric Engineering Section Electric Engineering provides design, specifications, construction

management, and project inspection for all capital investment projatis Bfectric Division. This
section also develops and maingamaps, plans, and specifications, as well as engineering standards for

construction and maintenance of the Electric System.

The group formerly known as the System Operations Section has been reorgamiaeibf the Electric
Engineering Section. Thigroup is responsible for the operation of a 24/7 system operations control

center and is comprised of the System Operators Crew Leader and the Operators.

Transmission & Distribution Section — Transmission & Distribution tots, operates, and maintains

the overhead and underground electric systems and fiber optic communicatitesfaThis section
installs and maintains all electric metering, as well as street and seglniilydi This section also
investigates and resolves customers’ posugaplyproblems and oversees the work of tree trimming

contractors.

Figures 21 through 2-3rovideorganizational charts illustrating the staffing hierarchies of thewsr
sections in the Electric Division. The number of individuals in eachiposstindicaed as appropriate.

Electric Division staftotaled38 at the timethis reportwas issued.
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Figure 2-1: Organization

City Manager

Electric
Director (1)

|
| | | |
Administration System Electric Electric T&D
(2) Operations (5) Engineering (8) (22)

Figure 2-2: Administration Section
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Figure 2-3: Electric Engineering Section
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Figure 2-4: Electric Transmission & Distribution Section
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The subsequent sections of the Report provide a discussion of thedeguiesvs and inspections
conducted pursuant to Section 504 of the Resolution. Sectia@e8ctibes the assessment of the Electric
System and its condition. Section f1@sents the financial results for the Electric Division, including an
analysis of the adequacy of revenues provided by the electric rates. Sdrtiomiarizes the
conclusions of Burns & McDonnell regarding the operation and maintenance af\tbe Blectric

System.
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3.0 ELECTRIC SYSTEM OVERVIEW AND ASSESSMENT

3.1  Electric System Overview

The Electric System owned by the City primarily consistsmioauction plant, transmission plant,
distribution plant, general plant facilities, and construction work in pregfable3-1displays the year
end balances of the various plant components for FY 2014 through FYT20163-3 itemizesthe

specific capital investment plamojects and anticipated expenditures included in the FY 2017 budget.

Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings

Production

Transmission

Distribution

Administration

Vehicles

Total accumulated depreciation

Table 3-1: Year-End Plant in Service
FY 2014 FY 2015 FY 2016

Capital assets, not being depreciated

Land $ 1,458,066 $ 1,458,066 $ 1,458,066

Construction in progress 1,690,462 2,364,099 2,265,262

Total capital assets, non-depreciable $ 3,148,528 $ 3,822,165 $ 3,723,328
Capital assets, being depreciated

Buildings $ 17,666,269 $ 17,675,949 $ 17,881,414

Production 65,913,284 66,561,061 66,252,450

Transmission 35,084,087 35,899,287 36,684,541

Distribution 62,388,947 63,392,975 65,068,946

Administration 1,743,754 1,743,754 1,783,987

Vehicles 645,747 607,949 649,439

$ 183,442,088

$ (12,172,080)
(44,002,794)
(12,776,190)
(28,382,673)

(1,427,205)
(517,428)

$ 185,880,975

$ (12,576,076)
(45,423,777)
(14,045,341)
(29,742,291)

(1,536,190)
(482,121)

$ 188,320,777

$ (13,030,240)
(46,936,655)
(15,095,269)
(31,134,017)

(1,647,784)
(522,830)

$ (99,278,370)

$(103,805,796)

$ (108,366,795)

84,163,718
$ 87,312,246

82,075,179
$ 85,897,344

79,953,982
$ 83,677,310

Total capital assets, being depreciated, net
Total capital assets, net

In FY 2016, theElectric System experienced @creasan the annual system peak demand and
decreasén annual energy sal&®m the previous year. The Electric Systexperienced its p&est 5
p.m. on July 20, 2016f 158.5MW,; an increasef 0.5MW from the previous yeafor the gar,713
GWh of energy were sold; a decreasé.@4percent from the preceding year. The Electric Division
projects @ergy sales in FY 21to total 722 GWh, showingconstant energy sales from 2016. The
Electric Division expects annual energy salegrtav moderately from FY 2017 through FY 2020.
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3.1.1  Production Plant

The City owns two plants, the McKee Run and VanSant gengstations. McKee Run consists of three
steam turbine generating units with a total combined capacity of 136 megéMf). VanSant is a 39
MW simple-cycle combustion turbine unit. Generating units 1 and 2 from McKee Run sdation

currently scheduletb be retiredn June 2017.

NAES Corporation operates the generating plants. The organizational stridNAES has changed
based on the city’s request and general operating requirements. The agtegween the City and
NAES Corporation has been in effect since July 1, 2006. The Engineering Consultansiss

regarding the generating stations and units are described later in tiis sétte Report.

Effective July 1, 2011, the City entered into an Energy Management Agreeitteihe Energy

Authority, Inc. (TEA) tomanage the sales associated with the production pthat&lectric Division's

first contract with TEATEA alsoassiss the City with its energy procurement, energy sales, purchase of
fuels, establishment and management of ra@icies, the development and management of hedging

protocols and related energy procurement ehgls.

3.1.2  Transmission and Distribution Plant

Theservice area includds79.8miles of overhead line287.18 miles of underground linesvéElectric
Division acustomers take serviéeom the 69kV transmission system. These customers include the Dover
Air Force Base, Kraft, Proctor & Gamble, and NRG Energy Center (NRG} RN exempt wholesale
generator that sells power that must be transmitted through the t@nhsmission system to third party

purchasers. When the NRG plant is aperatingthe Electric Divisiorprovides power for the plant site.

The Electric Division has two contracts for providing transmissionsttarough the Electric System.
The Eletric Division provides transmission service to NRG for the outpits df6 MW electric
generator. The Electric Division also has a ptiapoint contract for the output of an NRG Combustion

Turbine which ties directly to the Kent Substation and is adtqf the Dover transmission system.

3.1.3  General Plant

The general plant category consists primarily of Electric Division adiratiiee and operations facilities,
and pollution control-related equipment at McKee Run and VanSant. Thenegrteeith NAES
Corporation stipulates NAES Corporation manage the operation and maintenandadifities while

the City funds all replacements and upgrades reqtéragaintaining the capability of the two generating
stations. The City is also responsible for the cot®mpliance with new regulations promulgated. Other

types of items included in the general plant category include offici#utgrand equipment, computer-
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related equipment, transportation and poajgerated equipment, and communication equipment. Burns

& McDonnell did not specifically assess the items i dieneral plant category for thReport.

3.2 Production Plant Assessment

Burns & McDonnell made observations and conducted assessments of the Ele@nc&ygsts in
support of the development of this annual Engineering Consultant's Repdarch10, 2017 Mr. Ted
Kelly of Burns & McDonnell met witliepresentatives of NAES Corporation to discuss the condition of
the McKee Run and VanSant generating stationsSkéicy Johnsqrthe Plant Managecoordnated the
visit. Mr. Kelly also met withMr. Jacob Aucoin, the Plant Engineliring the visitThe findings of

Burns & McDonnell from theassessmermf the City’sproduction plant assetse documented herein.

3.2.1 Production Plant Operations

McKee Run consts of three units. Units 1 and 2 were originally ciirael units, which began operations
in 1961 and 1962, respectively. In 1972, these units were converted to burn No. 6 fugtill. &l 2

each have rated capacities of 17 MW. Unit 3 began operations in 1975 and was dedignéibt 6 fuel

oil and natural gas. Unit 3 has a rated capacity of 102 MW. In FY 2008, the City bexatowonvert

all three units at McKee Run to burn No. 2 fueltoiteduce pollution from the plarthenecessary
upgrades and new equipmevereinstalled allowing each of the units to burn both natural gas and No. 2

fuel oll.

VanSant consists of a simple cycle combustion turbine with a rated gapfa@& MW. This unit
commenced operation in 199n inlet fogging systm was installd in the spring of 2015 and cayity
testing performed in June 2015 provedMW increase in unit capacityanSant remains unmanned,
except when it is dispatched into service. On the occasions when thedisyigitched, personnel from
McKee Run travelo VanSant to startup and operate the until the unit dispatch is released by PIM.
There is an action item to restore remote start capability to allownthstart time to be reduced to 15
minutes, currently the transmission operator is asked to allow 1 hraatafting time because the
VanSant site is not manned. A remote start capability for this unit wouldiraphe dispatch starting

time and increase unit run hours for quicker response to area transmissien need

3.21.1 Management and Or ganization

Station management vgell organized and knowledgeable. Personnel take a logical approach to the
operation and maintenance of the generation facilitlesDon Mordusservel as the Plant Manager
through February 13, 201Mr. Stacy Johnson isow serving as the plant managéhe

management/leadership team consists of eight positions includintphMrson’s position. The
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Administrative ManageRlant Engineer, Compliance Coordinator, and Materials Coordinator, all report

directly to Mr. Johnson.

ThePlant Engineeoverseesrad assists with plant operations and engineering compliance. He works
closely with theMaintenance Supervisor atlitteeOperations Supervisots ensure all plant parameters
are observed and equipment can be operated p@ghkkoperating procedures. He provides engineering
review for plant modifications and the management of change prograen fully staffed, each

operations team consists of aperationsupervisor and three operators workinghti2ir rotating shifts.

The mantenance team consists of a supervisor and five empl@geeshift,working eighthour shifts.

The operations and maintenararirly personnel are all union employees. The relationship between the
union and management was reported to be excellent. MRKirés currently at a staff level 86

employees

3.21.2

In general, the generation facilities appear to have been properlyezpanat maintained, and in good

Major Equipment Operation s and Maintenance

condition as evidenced by the high availability of thésuithe generation facilities are dispatched
sparingly and operate primarily as peaking units. As such, the individualnmitsa low annual capacity

factor. Table3-2 summarizeshe major FY 20@& operating stitics.

Table 3-2: FY 2015 Generating Plant Operating Statistics

Rated Net Net Heat
Capacity - Production -  Net Capacity Rate Number of
Unit MW kWh Factor Btu/kWh Starts
VanSant 39 1,180,449 0.35% 20.742 12
McKee Run
Unit 1 17 69,226 0.05% 12.018 1
Unit 2 17 53,897 0.04% 22.328 2
Unit 3 102 33,359,090 3.73% 11.462 37
Total 175 34,662,662 2.26% 12.250 52
Forced
Outage Operating Senvice Availability
Unit Hours Hours Factor Factor
VanSant 111 335 0.38% 2.78%
McKee Run
Unit 1 - 7.2 0.08% 0.63%
Unit 2 - 10.2 0.12% 0.73%
Unit 3 6 317.4 3.62% 13.24%
Total 116.8 368.3 4.20% 8.46%
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The large amount of time that units are not operating allows for mamterand repair of the uni®hus,
the FY20160verallequivalent avidability factor for the generation facilities averadefsl 95 percent.
Low net capacity factors are offset by PJM capacity credits. 18026, $10.5nillion of PIM capacity
credits helped cover the entirety of purchased capacity costs. PJM capacityareeditpected to

continue to offset significant portions of system capacity costs iR(AY and beyond.

3.2.1.3 O&M Management System

Maintenance activities are organized, planned, and managedUR&iby CMMS Data Groupa
computerbased management system. All three major categories of maintenance actvitesgiye,
preventative, and predictive) are electronically managed by"™™MPR#e city is getting better use of the
system and is improving on their outstanding work orders, reducing from apptelyi@@0 to close to
100.

For corrective maintenance activities, any station operator or mechanic eaa @matrk order into the
system at any terminal on the Station local area network (LAN). A supergigsews the request, turns it
into a work order, andssigns a prioritpera predetermined categorization. The work order is planned,
parts are ordered, and then the work order is assigned to an operator or magnectarician for

completion once the material has been received.

This system is also used to manage and track preventative maintenance activitdlswhatdchedule.
Changing filters, and turning on and off heat tracing are examples of pi&xentaintenance. Predictive
maintenance activities practiced include oil analyses, vibratidngeand infrared surveys. Portable
vibration testing equipment is used at the Stations to improve the frequiegnog capabilities to trouble-
shoot rotating equipment. i®technology allows personnel to identify problems and take corrective

actionsbefare equipment failureanoccur.

In FY 2016 the City started or planned several general upkeep itetms pliants as well as initiated
several larger items. Starting in FY2016, the plant will be winteriz&deap the temperature above 40
degrees Fahrenii¢o shorten the time to reach full capacity. The power plant is alsdrvgaidk reinstate
the remote start capdiby of the VarSant unit taallow quicker dispatch time, improve PJM’s dispatch of
the combustion turbine and earn better revenue ultimately to comply wiketmaguirements and the

PJM Capacity Performance program.

3.2.14 Safety
“Safety First” is an overall theme and attitude of the Electric Divigimarmiss incidents are

documented, reviewed, and corrective folopractions are taken as required with an employee
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safety committee actively in place. This committee conducts monthly safetingseeompletes safety
equipment inspections, and defines and implements tasks to improve saiéaréas. Members of the
safety committee compleperiodic visual inspections of employee work activities utilizing an
observation checkilist to detail their findings. Recorded observatiergistussed and infractions
correctedSafety is the first topic discussed at all meetings at the generatinggpianto the start of

each meeting a “safety moment” is discussed, before the morning management ametsinthe

beginning of each shift turnovekn indoctrination video emphasizing safety is shown to all visitors when

entering the Station.

Mr. Mike Benkert, Senior Project ManageBafety reported an accident in January 2015 when an
employee slippedn ice at the VaBant facility. The incident resulted in a broken ankle and 6 months off
work for rehabilitation. The ice buildup was on a walkway sloped towards thignguallowing a pooling

of water and ice formation in cold weather. The walkway was replackd summer of 2015 and sloped
for proper rain and water run off to preclude aeaof this incident at the V&ant siteFor 2016 there
wereno lost time accidents she updated lost time accident rate for the City of Dover generation plant is
zera The Plant Manager has made a strong commitment to improving the safety tuteduce or
eliminate recordable accidents at the sites throlgAES Safe approach and focus of all employgés.

last recordable at the plant was on April 16, 2015.

3.2.15 Training
The required annual OSHA compliance training is completed and documented for eémreemA
formal twoday employee orientation program igju@ed for all new employees. This orientation covers

a multitude of subjects from employee benefits to a review of the veBtatisn operating manuals.

For operator training, the Employee Development and Qualification Progra@REiasestablished
prior to 2002. EDQP is a formal program for training operators to progresamhnce to positions with
additional responsibilitieS hetraining progranis a combination of a seffaced and instructded
learning. In addition to the above programs, cross training of various dissiplgeeoccurs. An example
of cross training would be plant operators training with maintenanceN#HS has replaced the EDQP
program with the standard NAES Training Manual, it is made up offigadilbn levels more applitde

to the specific technology operated at the City of Dover utN&ES has implemented the new training
manual qualifications procedure2015an all new employees are being traipedthis training program.
As current employees complete their exigtEDQP qualification level they are shifted in to the NAES

TMP Manual program.
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Plant staff receive environmental and safety training online via the GPi Lgavabsite. The training
includes tutorials and exams to ensure comprehension of the subjest Plart manuals, meetingsd
lessons learneoffer additional safety traininppics The plant staff also performs safety stand downs
based on industry events, lessons learned and best practices that ot NAES operated facilities

and the indstry at large.

Plant staff continues to receive appropriate operator certificationing for the Pennsylvania New Jersey
Maryland Interconnection (PJM) market. This traimmigy continue in the futurand is funded by the

City to ensure their operatoare knowledgeable and conform to the PJM required operator directions
when requiredThe plant alsperforms plans, and schedelscontinuing education training on a regular
basis forcertified PJMplant operatordNon-certified operators are also encaged to attend this training
to help them prepare for operator certification which is an expectatmlhagerators by their 18 months’
anniversary at the generation plamtisFY2015, all plant operators without the operating certification
from NAES wee required to attend training courses to prepare them for complegifj i certification.
The three newest operators amt PIJM certified but are working toward certificatioAll other operators
are PJM certified.

3.2.1.6 Capital Improvements
The following Bbledescribe017fiscal year orgoing and planned Capital Expenditures for the system.
The table is organized into three categomesypleted, on-going, and planned improvements to the City's

assets:
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Table 3-3: Fiscal Year 2016 On -going/Planned Capital Expenditures

Production
McKee Run & VanSant Preservation of Structures $ 28,832
McKee Run Building Equipment Replacements 40,018
Unit 3 Software & Compupter Upgrades - CEMS 3,650
Unit 3 - Stack Repairs 2,624
Unit 3 Boiler Systems 69,351
Unit 3 Auxillary System Components 98,331
Unit 3 Turbine Outage - Inspections & Repairs 39,700
VanSant Plenum Replacement 422,659
VanSant Capacity Increase 221,308
VanSant Software & Compupter Upgrades - CEMS 3,650
VanSant Component replacements 13,051
Safety & Compliance Improvements 21,707
Subtotal Electric Generation Division $ 964,881

Transmission & Distribution

New Dewvelopments - UG Transformers $ 193,332
New Developments - UG Conductors/Devices 477,786
NBR Properties, LLC 11,325
Meter Replacements & System upgrades 60-46 & 40-25 27,065
Vehicles, Trucks, & Equipment 399,941
Subtotal Electric Transmission Division $ 1,109,449

Electric Engineering

Townpoint Distribution Upgrades $ 270,641
Oak Grove Trailer Park Distribution Upgrade 1,137
Lakeland Laurel Point - Distribution Upgrade 33,626
Route 8/Taps - Distribution Upgrade 34,778
Townsend Brothers - Distribution Upgrade 6,945
Persimmon Tree Apartments - Distribution Upgrade 16,980
Dower East Estates - Distribution Upgrade 4,531
Lighting Project and Rehabilitation 68,101
Satellite Syncrhonized Substation Clocks 1,200
Horsepond Road Substation Reliability Upgrade 49,450
Transmission Line Maintenance Program 31,881
GOTP Transmission Line Relocation 169,076
Fault Indicators 8,828
Horsepond SS to Cartanza 69kv Rebuild 67,881
Weyant Hall Roof Refurbishment 137,365
Weyant Hall Security Improvements $ 46,181
General Scott Switchgear 792,252
Subtotal Electric Engineering Division $ 1,740,853
Total Planned Capital Investment Projects $ 3,815,183
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3.2.2  McKee Run Condition Assessment

The following is a summary of the condition assessment of major equipmenkKaeNRein as presented
by the NAES corporation staff. Units 1 and 2 will be decomiones] in2017 therefore, major
maintenance and capital projects have been and will be limited for thessaamtBurns &McDonnell

made no internal assessments of equipment during the facility tour.

XL Insurance completes inspections of the Electridddon production facilities on an annual basis.
After eachinspection, the insurance provider issues a report detailing its risitimdtecommendations.
Burns & McDonnellhas noteceived the insurance inspection report from XL Insurdased on the

inspection conducted dviarch 9 2017.

3.221 Steam Turbines/Generators
The steam turbines and generators for VanSant and McKee Run Units 1 and €pedesiito be in
satisfactory condition with no major problems. At the time of Burns & McBbtmspection, Uit 3 was

in routine annual outage.

No inspections, planned maintenance or upgrades were completed on Units 1 and 2 d2@ih§ the
outages. During the spring 2014 outage, Unit 3 was dismantled and inspected. Erosietectiad in
some places and steps were taken to mitigate. The unit experieacameibration issueshat were
historical on the unidluring the startup proceaster the spring outage. The contractor was dissatisfied
with the unit operation and the unit had a rub. The decision was made to go back umib &nel found
that the turbine end packing housing was misaligned .050" in the turbine casingracstbdahe
problem by having the gland box machined for proper alignment and proper gland packitigope
without the “rub”. The rdor growth was causing the packing to “rub” and wear. Post work testing of th
unit after the gland packing box machining revealed thatitiration issue was resolvetihe rotor

would grow without rubbing and the vibration issue wesolved Unit 3 goeshrough a routine annual
outage, and in 2018 will have a valve inspection done on the turbine. Scheduled ougijer will

occur on Unit 3 and on VanSant; one being in the spring and one in the fall.

3.2.2.2 Boilers and Auxiliaries

Boiler inspections are condied every year on each of the boilers. The annual inspections typically
include the inspection and cleaning of the major boiler components, includingithand steam drums,
the forced draft and induced draft fans, the wind box, condenser water bosnsentlibes, hotell, air

preheater components, and safety valves.
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During the spring 2014 outage, piping maintenance and replacements earnestthtention at Unit 1
in addition to typical planned inspections and maintenance on all units. Up#ir3 ngere primarily

piping focused as well. Ash and dehwias cleared from Unit 3 and a leak was found and repaired.

No adverse conditions, controls, or operational concerns were reported Har2@jlé fall outage at
Units 1 and 2During that outage ghneutralization pit liner was replaced, new insulation and lagging was
installed on thénigh-energypiping, and leaking tubes were replaced all on Unit 3. Additionally, a grating

and cover will be added.

During February 2015, there was a severe coldheeavent which caused problems for the plant
equipment, those problems were all corrected, as stated previously, throteytizimg the plant and
keeping it above 40 degrees during the winter months. In addition, the chemistsyhiagadeen
addresseand corrected. There is a higher focus on maintaining boiler water ¢thetimitigate boiler
tube failures and improve oiler water chemistry oveNdl further issues with this problem have

occurred.

3.2.2.3 Station Cooling Water Systems

The Station has splitooling water systems with one system serving Unit 1 and Unit 2 and a separate
system serving Unit 3. Projectile tube cleaning was completed on thé& bimdl Unit 2 condensers during
the spring FY 2011 outage. All the tubes in each unit were cleanaihgtilhe scraper blade plug
method. Samples were taken from the tube cleanings and retained for omspéatieaks were detected
in the expansion joint or condenser tubes. Each condenser box was desigaificant Unit 3 cooling
towerprojectwascompleted in CY 2014l his project included thehange oubf severalcolumnsin the
tower, work on the hot deck, and balancing of water flblne cooling water systems are reported to be
sufficiently sized and in satisfactory conditiddork is currently being done to reroute where the water is
flowing in from to improve existing water mix. This work is projected to be camgbley the end of

April 2017.

3.2.24 Fuel Handling Systems

Natural gas is delivered to the Station viaiach pipeline for Unit 1 and Unit 2 and in a 10-inch
diameter pipeline for Unit Mo. 2 fuel oil is delivered to the Station by truck and unloaded into tanks.
Forwarding pumps deliver the fuel oil to each of the ubhitsmajor fuel projects were reported to be

completed in FY2016 but thewill be inspecting and replacing fuel hoses as needed.
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3.2.25 Water Treatment/Steam Purity

Quality control parameters for boiler feagter, internal boiler water, cooling tower water, and steam
purity are checked at a minimum of twice per day when systems are operating. Resealtsraled and
graphically compared to control limits. Adjustments are then made asa@:qBoiler feed water is
treated city water (well water from the City) using a regenerative iamdesineralizer system, along
with deaeratiorfor oxygen control. Boilers 1 and 2 use a coordinated phosphate control for iteifeai
purity control and Boiler 3 uses a balanced trisodium phosphate and disodium phosibirae merrow
pH range. A deep-bored water well was installed to proviakemn addition to the City supplied water.
City water has a high chlorine level which may exceed the Station pettiities. By combining City
water with the well water, the chlorine levels can be maintained at the gelimiits. Water for cooling
tower makeup is also obtained from City water. The primary control paraimetlita concentration.
Blow down is adjusted as required to maintain coniroé City received an industrial waste water permit
from Kent County to be able to discharge coolivajer to the sewer systeido major water treatment

issues were reported at the time of this Report.

Steam purity is not continuously monitored. Samples are &keastwice daily and tested for pH,
conductivity, and silica. There have not been any problems with steam purity. Amspeadtions of the
boiler drums and separation internals have verified that these systems are intpetiratidg properly.

In FY 2016, the station did not experience any internal corrosion related failuees,sth depsits, or
excessive condenser foulinrgondor Technologiegrovides water treatment consulting services and
chemicals. A representative visits the Station periodically to review tiesadd check chemical usage

rates. No major issues were reported atithe of this Report.

3.2.2.6 Station Electrical Systems

Overall, Station electrical systems and transforraeg satisfactory condition. A condition assessment
of the generation facilities’ transformers was conducté&tDiby TJ/H2b Analytical Service<ll
inspections and analyses were conducted. The inspector recommended thhbperation continue for
all the transformers at the plahbwever, heating was indicated at two of the transforries City has a
contract with an environmental consultant to check each substation faksildad to provide instruction

on cleaning up in the event of an oil spill.

Oil sampling is now completed twice per year on the generateuptapnsformers (GSUs). Based on
the 2012 XL Insurance annual inspection, theeestill no sprinkler protection or blast walls for GSU’s

1-3. In 2012, the city had blast walls installed between Units 1 and 2 auxiiasfdrmers as
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recommended in the insurance report. This item has since been closed perameénsompany. All

plant transformers are examined annually

3.2.2.7 Station Control Systems

Unit 1 and Unit 2 controls are elecipaeumatic. Unit 3 controls are a distributed control system (DCS).
In general, the station control systeansin satisfactory condition. The Unit 1 akkhit 2 control systems
are outdated but perform satisfactorily. All relays have recently been inspetieith McKee Run and
VanSant for North American Electric Reliability Corporation, PJM bdanection and Midtlantic

Area Council compliance. The electro hydraulic control system was modifietttone a

primary/primary system in 2013. In 2013 additional control wiring was installed tadpthe Unit 1

and Unit 2 gas control system. lddditional controls upgrades or issues to report foRBY6.

3.2.2.8 General Facilities

No major projects or improvements were completed to the General FaciliB¥2idl50ther than

installing building heaters and routine maintenance and repairs. In FY 2016, thestaaik Svas

completely relinedA nitrogen generator walded at the plant to keep nitrogen on the boiler at all times.

In general, the station facilities appeared clean and well maintainied the site visit.

3.2.3 VanSant Condition Assessment
The following is a summary of the condition assessment of majgorequi at VanSant as presented by
the NAES corporation staff. Burns & McDonnell made no internal assessmamsipment during the

facility tour.

In general, the unit is operated infrequently, but is well maintaiftesl VanSant unit has the capability of
black starts. The unit doest currently haveemotestart capability TheTitle V permit requires that the
stationbe manned within 15 minutes siartingthe unit and whethe unit isoperating. An operator
travels to the site aruerforms a twice dajlwalk down of the unitvith a checklist of items to review and
the walk dowrresults are loggedn FY 2016 sections dhe plenunmwere changedut, stack repairs

were completed, angteparations were started thie major outageverhaul. During the outage, the work

scope will be validated through the unit inspection.

XL Insurance completes inspections of the Electric Division productioritie€ibn an annual basis.
After eachinspectionthe insurance provider issues a report detailing its risk resuecommendations.
The lone recommendation for VanSant following the FY 2012 inspection addrefetgd>la Insurance
recommended the installation of gas detection equipment at the plant. A géisisistem has been
installed. The gas detectors wdlttivate the fire suppression system and alarm to the central control
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system. No other major repairs or upgrades were made at VanSant in FY 2013. idoaremendations
were madeén 2015. However, 2015 oil sample analysis of VanSant turbine was rated rhdtgina

high particle countDuring the spring outage in 2016 the unit is scheduled to have the lube oil sump
cleaned and inspected by Total Lubrication and inspected which will resolve lthgaliigulate count.

Inlet fogging was added in FY 2015 and is enclosed by the shed on site.

A capital project was completed on the exhaust stack and the D1 waterascleaned in FY 2014.
NAES Instrument, Control and Electrical (IC&E) Technicians comgléter recommended General
Electric Technical Informatio Letters (TIL) projects for VanSant Unit 11 in the spring 2014 outage as

shown below:

1. Annual TIL 10042R1 (IGV’s and first stage corrosion/pitting inspection)
2. Annual TIL 10682R1 (IGV's bushing inspection)
3. Annual TIL 11322 (IGV thrust washer corrosiondpection)

Spring 2014 nspections indicated normal wear on the unit and minor maintenance wastedmple
During the fall 2014 outageeveral minor projecta/ereidentified and will be completed at the time of

the next major project on the unit. No issuese reported.

Every five years, the fuel tanks are inspected for rust and corrosicakopievention. The scheduled
inspectionwvas completed in Jurk915.PM Tasks were developed in the CMMS to perfé&rgrear
inspection next due in 2020 and&yearAPI 653 Ultrasonic shell inspection in 2030.

Remote start of the VanSant unit is currently being discussed with tef@Eestoration. The exhaust
plenum work will be completed in FY 2016. A weekly diesel start is perfdah¢he site to improve
startingreliability of the diesel starting engine. A unit full speed 30-minute nd4est is performed once
a month for starting reliability improvements and training purposes, and 26 hoyeapéas been
allocated for the testing of the unit which have little impact on tlogvalble operating hours (432) under

the VanSant Title V diesel engine annual operation

3.2.4  Production Plant Conclusion

Based on statements and information provided, as well as the observationdeamsl pevformed, it is
the opinion of Buns & McDonnell that the City’s power generation facilities are being opeaaizd
maintained consistent with accepted electric utility practice in the Unig@esStn general, the

performance, operation, maintenance, staff, planning, and training agpe¢btsMcKee Run and
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VanSant stations were found to be above average. Specifically, the gem&xaitities have

demonstrated a high level of availability despite the dispatching of tteprimharily for peak demand.

3.3  Transmission and Distribution Plant Assessment

OnMarch9 and 10, 201,Mr. Ted Kelly visited the City to collect information and to observe iy C
transmission and distributi@ystem, as operated and maintained by the Electric DivisiorHafry
Maloney, the Electric Department Diceor,and Mr. Pal Waddell,the Engineering Service & System
Operations Superintendeptovided information related to the transmission and distribution system. Mr
Maloneyalso led a tour of the electric transmission and distribution sy8tetares takn of the

substations during the inspections are provided in Appéehdix

3.3.1  Transmission and Distribution Plant Operations

The Electric Division distributegower to its customers by a network of transmission lines, distribution
substations, and distributidimes. The transmission lines are rated at 69 kV and are connectedeto fifte
distribution substations located throughout the service area. The distribubstations reduce the power
from transmission voltages to the primary distribution voltages &1 facilitate distribution of

electricpower to customers.

3.31.1 Operations and Maintenance

The Electric Division has a SCADA system that is monitored continuoosbrfy problems that may
arise in the Electric System. The main control room has two system operator desksrgadereen
where system operating information is displayed. System operators canrrtienibectric System
operation, such as voltage levels, current flows, etc. and make necessargyeadpias problems arise.
The systems operators have received some PJM training, but are not requeredrndied as Delmarva

Power is the controlling agency.

Loading on substation transformers used for an emergency, a switching operati@intenance is

limited to 120 percent of theted capaeity, followed by a twelvéhour cool-down periodl'he Electric
Division has eight line crewand two ground workers to work on the system. Four crews are responsible
for overhead lines, four crews are responsible for underground lines, anawaris respnsible for
maintenance. The primary responsibilities of the eight line crewsstsdlation of new service

connections and construction of new lines. The trouble crew maintairtsadelights, repairs

underground services and is the first responder to outages. Tree trilaroamdracted out and is no

longer performed by the Electrical Division; however, performanceeotohntractor is monitored by the
Line Crew Superintendent.
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The Substation/Relay Maintenance Division is responsible for opeiatich maintenance of the
substations and associated equipment. Visual inspections of substatiotisted®quipment, trip
counter checks and battery systems checks are performed regularly. The SuRstatidvidintenance
Division is also responsible foontractor oversight during annual transformer condition assessments

including annual oil testing.

TJ/H2b Analytical Services completed the annual transformer condggassments in February 2011.
No abnormal gas was indicated and since the oil conditeenwithin acceptable parameters, TJ/H2b
recommended the continuation of normal operation. The City has a contrachwitkieonmental
consultant to check each substation for oil leaks and to providecithatron cleaning up in the event of

an oil spill.

The City contracts with an outside firm to inspect and chemically treatveaod pole in the Electric
System every ten years. This is accomplished by awarding-gearecontract to spread out the expenses.
Pole treatments were completed in May of20Dover treated and inspected over 760 poles during 2013,

of which, only one pole was rejected resulting in a 99.9 pepaes rate.

3.3.1.2 Design Standards and Specifications
The Electric Division designs thieansmission and distribution circuits and sontestation upgrades in
conformance with national safety standards. Other substation and ssiosntgesign is contracted to

Pike Electric, Inc.

The underground distribution design utilizes road or alley front accessumiitstr This design means
the eletrical equipment, such as transformers and underground cable, are instatledheesoad instead
of behind houses or buildings. The advantage of front access constrsi¢tieraccessibility for
maintenance and repairs to cable and electric equipemtinderground cables are installed in
polymerized vinyl chloride pipe for added protection and for easy cableeepdat. The Electric
Division installs jacketed, concentric cable that is rated al1%ith 133 percent ethylene propylene

rubber insulation.

The standard overhead distribution design utilizes a flat construction siitigla cross-arm and
insulators on 4%eot class 2 poledypically, all electrical equipment locations have ground rods installed

with measured readings of 25 ohms or less.

The substation design is generally a low-profile rigid bus deS$iym circuit breakers are SF6 gidked
and the relays are microprocessor based with SCADA control and monitoring.
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3.3.1.3 System Reliability

The Electric Division provides for reliability of idistribution system by configurimgostits distribution
circuits in primary open loop arrangements, improving existing circuits natalling adequate
substation transformer capacity. Normal transformer and line loaditignéesl to provide sufficien
margin to convey firm power requirements during an emergency or a switclaraiop, or for

maintenance.

3.3.14 Power Quality

The Electric Division does not have any significant power quality probl€hesoverall power factor for
the Electric System is 99prcent. Power transformers are equipped with load tap changers tiatereg
bus voltages at the distribution substations. Distribution transformemquipped with nlmad taps to
make voltage adjustments. There are capacitors and voltage regutattoestdectric System that control
voltage and vars on the portion of the system furthest away from the curnera aod generation. The
system operators monitor the power factor closely and turn on capacitojgsitiagl generation to

compensate for low power factors

3.3.15 Safety
Mr. Maloneyreported to Burns & McDonnelhe ElectricDivision had ndost timein FY 2015but they

did have one small incident of a bruised hand. No other inciden&tailsgvere provided for this report.

3.3.1.6 Capital Improvements
The following describes completed, on-going, and planned improvements to theet@itgmission and

distribution assets:

Recently Completeih FY 2016(FY 2012FY 2016):
o Qak Grove Trailer Park Distribution Upgrade
e Lakeland Laurel Point - Distribution Upapte
o Route 8/Taps Distribution Upgrade
e Townsend Brothers - Distribution Upgrade
e Persimmon Tree Apartmert®istribution Upgrade
e Dover East EstatesDistribution Upgrade
e Satellite Syncrhonized Substation Clocks
e Horsepond Road URDDistribution Feeders
e GOTP Transmission Line Relocation

e Horsepond SS to Cartanza 69kv Rebuild
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Weyant Hall Roof Refurbishment

Weyant Hall Security Improvements

General Scott Switchgear

NBR Properties, LLC

Unit 3 Software & Computer Upgrade€EMS
Unit 3 - Stack Repairs

Unit 3 Tubine Outage Inspections & Repairs
VanSant Plenum Replacement

VanSant Capacity Increase

VanSant Software & Computélpgrades CEMS

On-Going and Planned (through FY 2021)

Ann Avenue - Underground

Beechwood Avenue - Underground
Farmview- Underground

TheGreens Underground

Townpoint Distribution Upgrades
Distribution System UpgradedJnidentified
Substation Relay Upgrade

North Street OH to UG (Governors to Queen)
Lighting Project and Rehabilitation

LED Lighting

Ampacity Standardization

SCADA Master Hadlware Replacement
Transmission Line Maintenance Program
GOTP Transmission Line Relocation
GOTP Substation

Distribution Capacitors Overhead
Distribution Capacitors Underground

Fault Indicators

69kv Substation Cable Replacement North Street

System Operains Voice Recorder

System Automation
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¢ Uninterruptible Power Supply (UPS) System Replacement
o New DevelopmentsUG Transformers

e New DevelopmentsUG Conductors/Devices

o PWII/Tar Ditch- Relocation of utility poles & lines

e Meter Replacements & System upgradegt6@ 4025
e McKee Run & VanSant Preservation of Structures
e McKee Run Building Equipment Replacements

e Unit 3 Boiler Systems

e Unit 3 Auxiliary System Components

e Unit 3 Turbine Repairsintercept Valves

e Unit 3 Turbine Outage - Generator

e Unit 3 Cooling Waer Line Replacement/Repairs

e Unit 3 Fast Start Upgrade

e Units 1, 2 & 3 Hydrogen Purity Analyzers

e VanSant Major Overhaul & Inspection

e VanSant Component replacements

¢ VanSant Fire Suppression System Upgrade

e HydrogenGenerator

e Safety & Compliance Improvements

e Vehicles, Trucks & Equipment

3.3.2  Transmission and Distribution Plant Condition Assessment
The transmission and distribution system assessment includesyrdleservations of a samepof the
transmission circuits amdistribution circuits Eachof thefourteensubstations listed belophysically

observediuring the tour.

e Cartanza Substation

e CollegeRoadSubstation

e Danner Farm Substation

e Division Street SubstationPlan to expand in the future
e Dover Downs Substation

e Frazier Substation

e General Scott SubstatigNorth Street)
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¢ Horsepond Substation

e Lebanon SubstationNew battery set installed

o Mayfair Substation

e McKee Substation

o Mid-City Substation-Three new breakers

e St. Joan’s SubstationFence damaged by a car accident, still needing repair

e VanSant Substation

In general, the substations appeared tmlaeceptable operating conditioddl battery se$in the system
substations are less than ten years of age. Mr. Harry Maloney, the Electric DepBitengtot, provided

a tour of the substations with Ted Kelly oraidh 10th2017. The General Scott Substation has relatively
new breakers, and the k®-switchgear andontrolswereupgraded ifFY 2016. Horsepond Substation
was recentlyebuiltwhich included a three breaker-89 systemfor the 69-kV bus andhe substation

logic was reprogrammeVork started in late Februa?913 andvas completeih November 2014 At

the Cartanza Substation, Delmarva has expanded their side of the sulstétiehebanon Substation
work on the capacitor bank has been clatgal Maintenance requirement for battery testing has been

completed for NERC requirements.

The Cityhas recently completed tipeocess of replacing condtor throughout the entire 88/ system.
In addition, the City has invested heavily in its undergding program to increase system reliability.
Moving forward,the system wilcontinue to beonverted from overhead to underground distribution, but

this processas slowed to allow for further evaluation

3.3.3  Transmission and Distribution Plant Conclusion

It is the opinion of Burns & McDonnell that the design, construction, operation @intemance of the
City’s electric transmission and distribution system and the associatétiefeite consistent with
current generally accepted electric utility standatd completing Annual Engineering Consultant’s
Reports over the past several years, Burns & McDonnell has observed that trees@itgde appropriate
system upgrades and improvements. The City and the Electric Divisigmaactive in preventative

mainienance and expansion of the Electric System before problems arise.
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4.0 FINANCIAL OVERVIEW AND ASSESSMENT

A review of the financial results of the Electric System for the fiscal gieded June 3@016 is

provided lerein

4.1 Required Revenue

The level of revenues required from the retail electric rates for theiElBotrsion was determined
through the analysis of the financial results and net income or nelhsérgthe most recent fiscal year.
The City of Dover, Blaware Resolution Authorizing and Securing Electric Revenue Bonds, @dopte
December 23, 1985 requires that the Electric Division maintain a deliteseovierage ratio of 1.25. The

following is an excerpt from Section 502(c) of the resolution.

“(c) The taal amount of the Revenues of the Electric System during the precedihgdecshall

have been not less than the total of the following:

(3) The Current Expenses of the Electric System during the current fiscal years shbembyual

Budget . . . for such fiscal year, and

(4) One hundred twenty-five percent (125%) of the maximum amount of the Principal aestInter
Requirements for any fiscal year thereafter on account of all bonds thetar@ling) under the

provisions of this Resolution.

The City futher covenants that, from time to time and as often as it shall appear necéssdly,
adjust the electric rates as may be necessary or proper so that the revengeBletttic System in
each fiscal year will not be less than the total of the amounts set forthdivision (c) of this

section.”

4.2  Electric Rates

Customers of the Electric Division are charged for the electric service basse sohredules, tariffs, or
contracts that reflect the costs to the Electric Division of providing émgitce For purposes of setting
electric rates, customers with similar load and service characteristicd Sleopllaced in the same rate

classification.

A comprehensive costf-service and rate design study was completed in 2006 and subsequent rate
analyses wiee completed in 2007 and 2008 to examine revenue requirements and revenueogenerati
Specifically, the 2006 rate study was conducted to address increased costtedssibia new power

supply contract that became effective on July 1, 2006. The rate study recgetheembiningeveral
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rate classes and implementing rate increases on July 1, 2006. The 2008lyatéss recommended an
additional increase be implemented on January 1, 2007 to cover increasedsostgted with operating
the generatingtation. The 2007 and 2008 rate analysesxamined Electric Division revenues and
expenses and recognized additional revisions to power supplyBestaise ofhese analyses, additional

rate increases were implemented on July 1, 2007 and July 1, 2008.

The City retained Burns & McDonnell to conduct cost-of-service and ratgndetsidy in 2012 followed

by an update in 2013. The 2012 study examined revenue adequacy, revenue responsibditgnaed r
recovery for the Electric Division. It scrutinized twmer classes and proposed adjustments for demand
rate components and corresponding changes to energy charges. In May 2013, thailg&ty Betrns &
McDonnell to incorporate updated power supply cost projections, and other yptatése model it
devebped as part of the 2012 Studyh update to the model and rates analysis was completed in early
2015 to reallocate costs and redesign ratesmain regionally competitive. Electric rates are approved

by Council on an annual basihe current rate class are listed below.

e Residential

e Small Commercial (1 Phase, 3 Phase, 1 Phase Heating, Church, and Municipal)
e Medium Commercial (1 Phase & 3 Phase)

e Large Commercial (3 Phase with Reactive Metering)

e Primary

e Transmission

e Outdoor Development Lighting

e Private Qutdoor Lighting

4.3  Operating Results

Table 41 presents summary of the annual energy sales, the average monthly number of customer
accounts, and the annual average kilowatir (kWh) energy per customer of the Electric Division for
FY 2014 through FY 2018\nnual energy salesere713GWhin FY 2016 adecreasef 1.34percent
from FY 2015 Energy saleamounted t&@23GWh in FY 2015, a 0.3percent declinédrom FY 2014.
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Table 4-1: Annual Sales and Customer Ac counts

FY 2014 FY 2015 FY 2016
Energy Sales (kWh)
Residential 205,302,701 204,121,492 196,547,288
Commercial 230,178,899 233,016,412 229,661,253
Primary 164,218,197 162,698,678 163,450,257
Transmission 114,470,558 115,164,435 115,555,834
Outdoor Lighting 6,724,400 8,109,618 8,190,700
Total Energy Sales 720,894,755 723,110,635 713,405,332
Average Number of Monthly Customers (accounts)
Residential 19,900 20,143 20,065
Commercial 3,412 3,343 3,310
Primary 37 36 37
Transmission 5 5 5
Outdoor Lighting 811 811 823
Total Customers Accounts 24,165 24,338 24,240
Energy Usage Per Customer (KWh/cust./yr.)
Residential 10,317 10,134 9,796
Commercial 67,462 69,703 69,384
Primary 4,438,330 4,519,408 4,417,575
Transmission 22,894,112 23,032,887 23,111,167
Outdoor Lighting 8,291 10,000 9,950
Average Usage Per Customer 29,832 29,711 29,431

Table 42 presentsevenues from sales, revenue per kWh ratios, and average revenue per customer ratios

for each revenue classification. Total revenue from sales to electric custof¥rg016was$79.1
million, representingrincreaseof $0.82 million, or 1.05ercent from FY2015.Total revenudrom

sales to electric customers includes utility tax revenue and power cost adjusiveane.

In FY 2016 the average rate revenue per kWh for residential customer2i8sénts and the total
avaage rate revenue wag.09cents pekWh. The2016 nationahverage retail prices of electricity to
ultimate customersas published by the US Energy Information Administration (EIA), were 12.22 and
10.15cents per kWtior residential customers and acrafissectorsrespectively. For a statavide

comparison, the EIA summarized the Delan2d&6average monthly utilityevel retail sales of

1 US Energy Information Administration. Electrio®er Monthly, Table 5.6.A. Average Price of Electricity to
Ultimate Customers by EAdse Sector. Release Dakdarch 24, 2017.
https://www.eia.gov/electricity/monthly/epm_table_grapher
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electricity and associated revenue Reérh to bel2.83cents per kWh for residential customers 40d3

cents per kWh across all sectérs.

Table 4-2: Annual Revenues and Sales Ratios

FY 2014 FY 2015 FY 2016
Revenue
Residential $ 25,882,393 $ 25,708,276 $ 25,441,312
Commercial 25,852,554 26,360,222 27,068,886
Primary 15,619,663 15,380,906 15,743,376
Transmission 9,674,084 9,468,043 9,717,546
Outdoor Lighting 1,158,558 1,361,018 1,129,196
Total Revenue $ 78,187,252 $ 78,278,464 $ 79,100,316
Revenue/kWh
Residential $ 0.1261 $ 0.1259 $ 0.1294
Commercial 0.1123 0.1131 0.1179
Primary 0.0951 0.0945 0.0963
Transmission 0.0845 0.0822 0.0841
Outdoor Lighting 0.1723 0.1678 0.1379
Total Revenue/kWh $ 0.1085 $ 0.1083 $ 0.1109
Rewvenue Per Customer
Residential $ 1,301 $ 1,276 $ 1,268
Commercial 7,577 7,885 8,178
Primary 422,153 427,247 425,497
Transmission 1,934,817 1,893,609 1,943,509
Outdoor Lighting 1,429 1,678 1,372
Awverage Rewvenue Per Customer $ 3236 $ 3,216 $ 3,263

The Electric Division’s largest cost in providing electric service toussaners in FY2016was the
wholesale cost of power. The Electric Division purchased power from the Pdidannection
marketplace through its Energy Manager, TEA. The cost of non-generatedipcwees energy and
demand costs, power supply management expense, PJM charges and credits, gemdsatast, and

capacity charges and credits.

The significance of power supply cost to the Electric Division is iédstiin Table 43. The top portion
of the Table shows net operating revenue as the difference between total rgeseuated by the rates

and the cosbf power supply?. The ratios of power supply cost to sales revenues were calculated for FY

2 US Energy Information Administratioitlectric Power Monthly, Table 5.6.A. Average Price of Electricity to
Ultimate Customers by EAdse Sector. Release Dakdarch 24, 2017.
https://www.eia.gov/electricity/monthly/epm_table_grapher

3 For the purposes of this Report, the phrase “Power Supply” refers tonthef she costs of power purchased and
power generated. This includes plant costs and the cost of fuel. Povpdy 8lgp includes any expenses in the CIP
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2014 through FY 2016As illustrated, the Electric Division’s power supply cost as a pexgertf rate
revenue decreasdéim 63.4percent in FY2015 to 53.ercenin FY 2016.

Table 4-3: Revenue Margins and Unaccounted for Energy

FY 2014 FY 2015 FY 2016

Net Revenue Margins ($)

Sales Revenues $ 78,187,252 $ 78,278,464 $ 79,100,316

Power Supply 57,233,726 49,645,951 42,643,023

Net Revenue Margin $ 20,953,526 $ 28,632,513 $ 36,457,293

Net Revenue Ratio 73.2% 63.4% 53.9%
Unaccounted for Energy (kWh)

Power Supply 762,254,000 756,897,000 740,872,000

Energy Sales 720,894,755 723,110,635 713,405,332

Unaccounted for Energy (Losses) 41,359,245 33,786,365 27,466,668

Percentage 5.4% 4.5% 3.7%

Table 43 alsaillustrates the ratio of the amount of energy purchased and delieetieel electric system
to total energy sales. This agbnship identifies the level of unaccounted for energy in the Electric
System. Thisinaccounted-for energy may include energy that was unmetered, meteredatefccur
stolen, lost, PIM transmission line losses, local system line/transfoisees |@tcThe bottom portion of
Table 43 presents these comparisons for the Electric Division foeGMthrough FY2016. As shown,
the percentage ratio of tk@accounted-for energy to the total energy purchased for FY\Z848.7
percent. This is dowfrom 4.5 percent in FY2015. In previous Annual Engineering Consultant’s
Reports, Outdoor Lightingnergywas recorded as losses. In this report, Outdoor Lighting customer
accounts, energy sales, and revenues were recorded as a separate rate classctthiesimagaification
has on this Financial Overview and Assessment is most pronountes Bable 43 Unaccountedbr

Energyanalysis, as losses are shown to have incrdesedcorresponding years in previous reports.

Table 44 presents a rereation of the Elgric Division’s Statement of Revenues, Expenses, and Changes
in Unreserved Retained Earnings for the Electric Revenue Fund for FY 20agtt+y 2016 Net

income increased IRY 2016 to7.2million from $3.0million in FY 2015.Steady revenues, a decreas
power supply costs of 14.1 perceatdecrease in retiree health cawsts of 96.2 percent, aall other
expenses staying relatively constant were the main reason for the large smehgiztome betwee2015

and 2016

Fund that are not capital expenses. The phrase “Purchased Power” referdtmnigoist of power purchased from
themarket and other directly associated costs.
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Table 4-4: Comparative Statement of Revenues, Expense,

and Changes in Unreserved Retained Earnings

FY 2014 FY 2015 FY 2016
Operating Revenues:
Charges for Electric Senice $ 78,187,252 $ 78,278,464 $ 79,154,638
Miscellaneous Senices/Incomes 1,287,501 1,484,573 1,535,071
Total Operating Revenues $ 79,474,753 $ 79,763,037 $ 80,689,709
Operating Expenses:
General Administration $ 2,450,884 $ 2,937,003 $ 5,171,249
Power Supply 57,233,726 49,645,951 42,643,023
Transmission/Distribution 3,806,078 3,508,209 3,309,236
Engineering 1,331,909 1,364,077 993,856
Metering 284,229 346,943 353,956
System Operations 739,406 671,048 579,622
Utility Tax 1,258,957 1,266,872 1,309,701
Depreciation 4,748,120 4,863,653 5,713,104
Retirees Pension 975,700 - -
Retiree Health Care 513,300 1,523,100 57,700
Total Operating Expenses $ 73,342,309 $ 66,126,856 $ 60,131,447
Net Operating Income $ 6,132,444 $ 13,636,181 $ 20,558,262
Non-operating Revenues (Expenses)
Interest Earned
Operating Fund $ 2,112 $ 6,957 $ 156,949
Reserned Funds 216,010 165,827 500,140
Net Increase in Fair Value of Investments 426,399 236,779 192,331
Interest and Fiscal Charges (1,138,739) (1,040,204) (922,704)
Gain/(Loss) on Sale of Assets 14,439 39,637 6,201
Total Non-operating Revenues(Expenses) $ (479,779) $ (591,004) $ (67,083)
Net Income Before Operating Transfers $ 5,652,665 $ 13,045,177 $ 20,491,179
Operating Transfers - In
Operating Transfers - Out (8,000,000) (10,000,000) (13,262,183)

Total Net Operating Transfers $ (8,000,000) $ (10,000,000 $ (13,262,183)
Net Income $ (2,347,335) $ 3,045177 $ 7,228,996
4.3.1  Adequacy of Electric Rates

The City’s Bond Resolution requires annual revenues of the Electridddivis no less than the total
curren expenses plus 125 percent of the greatest remaining annual debt servienmt"€©ypenses”, as
defined in the Resolution, includes all expenses necessary to maintain antheepéctric System, all
administrative expenses, and engineering, legal or other consultant fea$erBremreserve accounts and

special purpose funds, and allowances for depreciation are specificallgegkélam “current expenses.”
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To determine if the City and the Electric Division have met this requirementetiincome shown in
Table4-4 was adjusted to include the interest on bonds, depreciation expense, andrethsh income
and expenss.Table4-5 summarizeset income adjustments and the calculation of the revenueshdwaila
for debt service for F2014though FY 2016.

Table 4-5: Debt Service Coverage

FY 2013 FY 2014 FY 2015
Net Income $ 6,180,641 $ (2,347,335) $ 2,650,160
Plus Excluded Expenses:
Operating Transfers - Out $ 10,000,000 $ 8,000,000 $ 10,000,000
Depreciation 4,621,501 4,748,120 4,863,653
Interest and Fiscal Charges 1,432,779 1,138,739 1,040,204
Gain/(Loss) on Sale of Assets (5,203) (14,439) (39,637)
Less Excluded Income:
Net Increase in Fair Value of Investments 614,989 (426,399) (236,779)
Interest Earned - Resene Funds (506,771) (216,010) (165,827)
Revenues Available for Debt Senvice $ 22,329,654 $ 10,882,676 $ 18,111,774
Maximum Principal and Interest in Any Year $ 3,401,954 $ 3,344,404 $ 3,344,404
Debt Senice Cowerage 6.56 3.25 5.42
Minimum Required Debt Senice Ratio 1.25 1.25 1.25

As Table4-5illustrates, the City and the Electric Divisiomaintained a debt service coverage ratio each
year that exceeded the required 125 percent plus current expenses.réhtiref@venues generated by

the current electric rates have been sufficient to meet the applicable covenhatResolution.

Sectian 502 of the Resolution requires that the annual debt service used in egaluatievenues is to be
the maximum amount for any fiscal yehereafterTable4-6 presentthe annual totals of principal and
interest amounts due on bonds currently outstanding. The calculation of the det® semgrage ratio in
Table4-5is based on the total maximum debt service expense in any fiscal year. P@d &dalculation
was baseé on the total FY2016debt service expense $1,596,329.

4.4  Status of Revenue Bonds

At the end of FY 2015he City had two series of outstanding electric revenue bonds that wes issu
pursuant to the Resolution. On July 1, 2008, the City issued $22,200,000 in Electric Revenue Bonds
(2008 Bonds). The proceeds from the sale of the 2008 Bonds were used (i) todinagigdurse the

City for improvements to the City’s electric system; (ii) to fund a [Bshwvice Reserve Fund; ariiil)(to

pay the costs of &lance of the 2008 Bonds.
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On November 17, 2010, the City issued $8,810,000 of Electric Revenue Refunding Bond2(Bé)je
The proceeds from the sale of the Series 2010 Bonds were used (i) to ref8eddébe2004 Bonds, and
(ii) to pay the costs of s&lance of the Series 2010 Bonds. The non-taxable Series 2010 Bonds received an

underlying rating of Aa2 by Moody’s Investors Services and an underlying rating of RitdbyRatings.

Table4-6illustrates the delgervice schedule for the Series 2@¥hd The principal and interest and the
annual total are shown fdne bond seriedAs of 2016, th@utstanding principal balance of tBeries
2008 Bondss $19,315,000.

Table 4-6: Debt Service Schedule of Electric Revenue Bonds

2008 Electric Revenue Bonds Total Annual

Period Principal Interest Debt Senice  Debt Senice
FY 2017 695,000 901,329 1,596,329 1,596,329
FY 2018 730,000 865,704 1,595,704 1,595,704
FY 2019 765,000 831,580 1,596,580 1,596,580
FY 2020 800,000 798,706 1,598,706 1,598,706
FY 2021 840,000 763,856 1,603,856 1,603,856
FY 2022 880,000 726,756 1,606,756 1,606,756
FY 2023 925,000 686,694 1,611,694 1,611,694
FY 2024 970,000 644,056 1,614,056 1,614,056

FY25-34 12,710,000 3,405,972 16,115,972 16,115,972
Total $19,315,000 $ 9,624,653 $28,939,653 $ 28,939,653

4.5 Insurance
The City maintains a comprehensive insurance program to insure agaiisg vgpes of liabilities and

significant losses related to various Electric Division properties.@ec€6 ¢ the Resolution reads:

"The City covenants that it will maintain a practical insurance program, v@dsonable terms,
conditions, provisions and costs, which the City Manager determines, with the appritnval of
Engineering Consultants, will afford adequate protection against loss, including loss oliBgve
caused by damage to or destruction of the Electric System or any part thereof and also
comprehensive public liability insurance on the Electric System for bogliyiand property

damage in such amounts as may be approved by the Engineering Consultants.”

Table4-7 summarizes itemized insurance coverage procured by the City for the pdyidd2D15,
through June 3@016 Burns & McDonnell has reviewed this list of inaoce, and in the opinion of
Burns & McDonnell, as Engineering Consultant and not as insurance cauttseliasurance in full

force and affect appears to satisfy the requirements of Section 706 of theiReso
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Table 4-7: Schedule of Insurance Coverage in Effect

July 1, 2015 -
Ace American Insurance Company June 30, 2016
Cowerage
Property
Earth Movement -Per Occurrence and in the $20,000,000
Annual Aggregate, except
Earth Movement in High Hazard Earth Movement EXCLUDED
Zones;
Earth Movement in California; EXCLUDED
Flood -Per Occurrence and in the Annual 10,000,000
Aggregate;
Accounts Receivable; 100,000
Business Interruption; EXCLUDED
Contingent Time Element Coverage; EXCLUDED
Debris Removal (or 25% of Direct Property Loss, whichever the greater); 2,500,000
Demolition and Increased Cost of Construction; 10,000,000
EDP Media; 1,000,000
Errors and Omissions; 2,000,000
Expediting Expense; 1,000,000
Extra Expense, excluding replacement power or increased cost of generation, 2,000,000
transmission and/or distribution of electricity, water or natural gas;
Fire Department Senice Charges and Extinguishing Expenses; 500,000
Hazardous Substances -Per Occurrence and in the Annual Aggregate; 500,000
Inland Transit; 2,500,000
Newly Acquired Locations -90 Days reporting; 1,000,000
Personal Property Temporarily Off Premises; 100,000
Course of Construction; EXCLUDED
Miscellaneous Unnamed Locations (except perils of Flood, Earth Movement and 500,000
Valuable Papers and Records; 100,000
Deductibles

All deductibles listed below are per occurrence except with respect to coverage provided
under the Boiler & Machinery which shall be any One Accident.
In respect of Damage to Insured Property:

$750,000 per Occurrence, except;

$100,000 per Occurrence as respects Transit.
In respect of Time Element loss (Extra Expense):

45 days per Occurrence, except;

72 hours per Occurrence in respect of Senice Interruption.
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July 1, 2015 -
XL Insurance June 30, 2016
Cowerage
Property
per Occurrence and in the Annual Aggregate in respect of Flood; $ 10,000,000
per Occurrence and in the Annual Aggregate in respect of Earth Movement, 20,000,000
Excluded. per Occurrence and in the Annual Aggregate applicable in
High Hazard Movement zones;
per Occurrence and in the Aggregate in respect Hazardous Substance; 500,000
per Occurrence in respect of Business Interruption; EXCLUDED
per Occurrence in respect of Accounts Receivable; 100,000
per Occurrence in respect of scheduled, direct Contingent Time Element; EXCLUDED
per Occurrence in respect of Incidental Course of Construction; 5,000,000
(or 25.00% of the direct physical loss, whichever greater) per Occurrence in 2,500,000
respect of Debris Removal,
per Occurrence in respect of Demolition and Increased Cost of Construction; 10,000,000
per Occurrence in respect of Electronic Data Processing Media,; 1,000,000
per Occurrence in respect of Errors and Omissions; 2,000,000
per Occurrence in respect of Expediting Expense; 1,000,000
per Occurrence in respect of Extra Expense excluding replacement power of 2,000,000
increased cost of generation, transmission and/or distribution of electricity,
water or natural gas;
per Occurrence in respect of Fire Department Senice Charges and 500,000
Extinguishing Expenses;
per Occurrence in respect of Newly Acquired Locations (ninety (90) days 1,000,000
reporting);
per Occurrence in respect of property in Course of Inland Transit; 2,500,000
per Occurrence in respect of Miscellaneous Unnamed Locations, except: 500,000
Excluded. per Occurrence in respect of Flood;
Excluded. per Occurrence in respect of Earth Movement;
Excluded. per Occurrence in respect of Named Storm,;
per Occurrence in respect of Valuable Papers and Records; 100,000
per Occurrence in respect of Personal Property Temporarily Off Premise. 100,000

Deductibles / Retentions
Application of Deductibles as described in Policy form unless otherwise indicated
in Policy Form Revisions Section, if applicable.
In respect of Damage to Insured Property:
$750,000, Per Occurrence, except;
$100,000, per Occurrence as respect Transit;
In respect of Time Element loss (Extra Expense):
45 days per Occurrence except;
72 hours Per Occurrence in respect of Senice Interruption
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4.6  Operating and Reserve Accounts

The Electric Revenue Fund and the Electric Improvement & Extension (&) &re the City’s two
funds devoted to the Electric Division. The funds are used tageacash and transactions related to
utility operations and capital expenditures, respectively. Each fund isobedin cash accounts
established to make money available for specific purposes when they are iéedsctounts

maintained within the R&nue and I&E Funds are listed herein.

Electric Revenue Fund
e Insurance Reserve Account
o Contingency Reserve Account
e Electric Rate Stabilization Reserve Account

e Interest and Sinking Account

Electric Improvement & Extension Fund
e Depreciation Reserve Account

e Future Capacity Reserve Account
The following are descriptions of each Fund, their respective accountsesnpurposes.

4.6.1  Electric Revenue Fund

The Electric Revenue Fund was established in Section 503 of the Resoluti@vealles are to be
deposited into the Electric Revenue Fund when received. Current expenseseapaid and other
accounts are to be maintained from the Electric Revenue Fund. Moneys amredrfsbm the Electric
Revenue Fund to the Electric Rate Stabilization Reserve Accbaripterest and Sinking Account, the

I&E Fund, the Depreciation Reserve Account, and the Future Capacity Reserve Account.

46.1.1 Insurance Reserve Account

The Insurance Reserve Account was established by the City to fund insuramcighéeElin the event of
losges) covered by the City’s insurance policies then in effect. The targehummbalance in the

Insurance Reserve is $350,000. The reseal@nioe at the end of FX016was$753,515To reduce

insurance premiums, the City approved raising the minimum reserve ba&w0t000 in 2014. The

new minimum balanceas in forced irFY 2016; achieved by the accumulation of interest earnings and a

$10,000 appropriation.
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4.6.1.2 Contingency Reserve Account

The Contingency Reserve Account was established b@itiién FY 2003 to provide for unplanned
expenditures that may not be avoidable. The City’s Financial Policies réuati minimum balance be
maintained in the Contingency Reserve Account equal to 1.0 percent ofréna gear revenues for the
Electic Revenue Fund. The FY 20¥6arend balancevas$836,980which is equal td..05percentof

the FY2016revenues for the Electric Revenue Fund.

4.6.1.3 Electric Rate Stabilization Account

The Electric Rate Stabilization Reserve Account was established in FY 20f8etiothe costs of the

power cost adjustment to the customers of Dover. The account’s target balamsimimum of 3.0

percent, not to exceed 10.0 percent, of purchpsgver cost in any given year. Any excess of this amount
will be refunded to custoers in future years by reducing the rate of the power cost adjustment. The
account’s FY2016 end-ofyear balance wa®6,874,377, which was 16pkrcent of the F2016

purchased power cost.

4.6.1.4 Interest and Sinking Account

The Interest and Sinking Account was established in Section 507 of the Resdlbts account consists
of two restricted accounts: the Bond Service account and the ResexenfcThe Bond Service
Account is funded with equal monthly transfers from the Electric Revenue Fumthstithebalance, as
of each payment date for interest or for principal and interest, will lzd ggthe amount of the payment
due. The payments of principal and interest due on bonds are made from the Bared AAmount. The
Reserve Account is funded by tragis from the Electric Revenue Fund, as necessary, to maintain a
balance equal to the maximum combined principal and interest for any fetakykear through the life
of all bonds then outstanding. Moneys in the Reserve Account are used for pagyiesf iom and
principal of bonds when the balance in the Bond Service Account is ineatffor making those
paymentsExcess moneys in the Reserve Account are also used towards paying curesttpaignents.
The total amount ithe Restricted Accountsifthe 2008 bond as of June 2016 was$3,568,500.

4.6.2  Electric Improvement and Extension Fund

The I&E Fund was established in Section 507 of the Resolution. Fundlaresterredo thel&E Fund

from the Electric Revenue Fund to the extent that the amddumas available from the Electric

Revenue Fund exceeds the total of the amounts required to be added to thealmdeBasting Account.

The I&E Fund also receives additional funding from the Depreciation Resereamcthe Future

Capacity Reserve Aotint, and from development receipts. Section 510 of the Resolution indicates that,

except for certain situations, moneys held in the I&E Fund are to be used onlyrf@maf costs of
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unusual maintenance or repairs, renewals or replacements, obtairépipoing equipment, constructing

extensions, additions, or improvements, and engineering expenses relatedtegbiad activities.

46.2.1 Depreciation Reserve Account

The Depreciation Reserve Account represents moneys that have been set asidelépuhgose of
funding renewals and replacements of the Electric System as components imeatjwpar out,
deteriorate, or otherwise become unsuitable for the intended purposeefigdish the Electric Revenue
Fund and investment earnings are the only sources of additional monéyes Dmpreciation Reserve
Account. Transfers to the I&E Fund are made as necessary to fund capétetisprbhe target
appropriation for the Depreciation Reserve Account each year is the excepsagiation expense for
theyear over the amount of principal included in debt service payments madg ttheriyear. The
reserve balance at the end of E#Y16was$10,130,667.

4.6.2.2 Future Capacity Reserve Account

The Future Capacity Reserve Account was established to set aside and accunuddterfuthe Electric
Revenue Fund for use in evaluating and pursuing activities relateg Ebetttric Division’s alternatives
for power supply resources for future demand for electricity. The thadgce for this reserie
$10,000,000. The erve balance at the end of B¥16was$10,283,292.

Table4-8 presents FY2014 through FY 201gearend summaries of the activity within the cash accounts
described above. The Insurance Reserve Account, the Contingency Reserve Alcedtlattric Rate
Stabilization Reserve Account, and the Interest and Sinking Account are sostthin the Electric
Revenue Fund. The Depreciation Reserve Account and the Future Capacity Reserme gecaccounts
within the I&E Fund.
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Table 4-8: Reserve Account Activity and Balances

Insurance  Contingency Electric Rate Bond Depreciation Future
Resene Resene Stabilization Resene Resene Capacity
Account Account Account Account Account Account
Year Ended June 30, 2014
Balance in Account on July 1 $ 733,043 $ 814,236 $17,382,124 $3,526,057 $ 9,855,704 $10,004,190
Receipts
Interest Earned 4,500 4,900 83,700 3,388 59,400 60,200
Appropriations - - - 3,391,860 - -
Total Funds Available $ 737,543 $ 819,136 $17,465824 $6,921,305 $ 9,915,104 $10,064,390
Disbursements
Debt Senice Payments - - - (3,391,860) - -
Transfer to Capital Projects/Ops. - - (7,000,000) - - -
Balance in Account on June 30 $ 737,543 $ 819,136 $10,465,824 $3,529,445 $ 9,915,104 $10,064,390
Year Ended June 30, 2015
Balance in Account on July 1 $ 737,458 $ 819,140 $10,465816 $3,529,446 $ 9,915,062 $10,064,442
Receipts
Interest Earned 3,184 3,537 39,538 33,300 42,811 43,457
Appropriations 3,401,952
Total Funds Available $ 740,642 $ 822,677 $10,505354 $6,964,698 $ 9,957,873 $10,107,899
Disbursements
Debt Senice Payments (3,401,952)
Transfer to Capital Projects/Ops. (3,000,000)
Balance in Account on June 30 $ 740,642 $ 822,677 $ 7,505,354 $3,562,746 $ 9,957,873 $10,107,899
Year Ended June 30, 2016
Balance in Account on July 1 $ 740,642 $ 822,677 $ 7,505,354 $3,562,746 $ 9,957,873 $10,107,899
Receipts
Interest Earned 12,873 14,303 119,022 5,754 172,794 175,393
Appropriations
Total Funds Available $ 753,515 $ 836,980 $ 7,624,377 $3,568,500 $10,130,667 $10,283,292
Disbursements
Debt Senice Payments
Transfer to Capital Projects/Ops. (750,000)
Balance in Account on June 30 $ 753,515 $ 836,980 $ 6,874,377 $3,568,500 $10,130,667 $10,283,292
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5.0 CONCLUSIONS

In the preparation of this Engineering Consultant’s Report, Burns & McDonnell etad@ssessments

of the electit generating stations and the transmission and distribution system of ti&#eCityc

Division. The investigations included interviews, observations, andwswof FY 201&xpenditures and

FY 2017 budgets. In addition, an analysis of the balances of the Improvement and EXtandiand

other funds benefiting the Electric Division was performed. Burns & McDbalsal reviewed the
adequacy of the revenues provided by the current retail rates in relatierrégjtirements of the City of
Dover, DelawardResolution Authorizing and Securing Electric Revenue Bonds, adopted December 23,
1985. A highlevel assessment of the City’s insurance coverage related to the Electric Divasiafso

completed. Based on these reviews and assessments, it is Burns &nétiBmpinion that:

7. The City’'s power generation facilities are being operated and maintainagtennwith accepted
electric utility practice in the United States.

8. The design, construction, operation, and maintenance of the City's dlartsimission and
distribution system and associated facilities are consistent withajigramcepted electric utility
standards. The system has been upgrededprove operationreliability, and servicejuality to
customers.

9. The Electric Division capitgbrojects included in the City’s Capital Investment Plan and the FY
2017 Operating Budget are necessary and should provide improved reliability amdjpalitg
for the Electric System.

10. The balances as dtine 30, 2016, for the various reserve funds maintained by the City for the
Electric Division appear to be sufficient for their defined purposes.

11. The insurance coverage in full force and affect as maintained by the Cigdrelahe various
assets of the Electric Division appears to satisfy the requiteroéBection 706 of the
Resolution.

12. The electric revenues generated by(@litg’s current retail rates are more than sufficient to fulfill

the debt service coverage requirement defined in Section 502(c) of thetResol
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APPENDIX A
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Photol12— Danner Farm Substation






R e LA i
Photo 16 — Dover Downs Substation



T .




Photo 19 -Division St. Substation
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Photo 33 -Mayfair Substation

Photo 34 -Mayfair Substation
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Photo 38 — McKee Run Plant Substation
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Photo 46 North Street Substation
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Photo 61 VanSant Generating Station

Photo 62 — VanSarenerating Station
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Photo 65 — VanSant Fuel Storage
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