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OVERVIEW OF FILING

1. The Dayton Power and Light Company ("DP&L") submits this
Application, pursuant to Ohio Rev. Code §§ 4928.141 and 4928.143, for approval of its
Electric Security Plan ("ESP"), Pursuant to Ohio Rev. Code § 4928.143(D), DP&L's ESP
maintains DP&L's existing Rate Stabilization Plan ("RSP") through December 2010. The
Commission has previously found that DP&L's RSP achieved the goals of "(1) rate certainty
for customers; (2) financial stability for the utility; and (3) the further development of
competitive markets," and that the plan "as a package . . . benefits ratepayers and the public
interest."! DP&L's ESP will continue to provide those same benefits. In addition, SB 221
created new obligations for Qhio electric utilities: alternative energy portfolio targets, energy
efficiency targets, peak demand reduction targets, extended the utility’s obligation to provide a
standard service offer or default service for customers, and codified the state’s commitment to
economic development. DP&E’s ESP contains the Company’s plans to meet those new

targets and seeks recovery of the costs of complying with these new obligations.

2. Ohio Rev. Code § 4928.66 establishes certain energy efficiency targets
that DP&L. intends to achieve through new initiatives called Customer Conservation and
Energy Management ("CCEM") Programs. The Company's CCEM Programs, which will
initially be implemented over a seven-year time period, will include a techmologically-
advanced, modern distribution system allowing customers to manage their energy
consumption and enabling DP&L. to deliver that energy reliably and efficiently utilizing real-

time, automated controls. DP&L's vision for CCEM is a fully-networked system that includes

! December 28, 2005 Opinion & Order, pp. 7-9 (PUCO Case No. 05-276-EL-AIR).



Advanced Metering Infrastructure ("AMI"), energy efficiency and demand response programs,
and distribution and substation automation. This integrated system will be capable of
monitoring and communicating grid status and the impact of consumption decisions to
automated systems. It will allow DP&L to deliver energy more efficiently while providing
customers with valuable information for better decision making on how and when to use
energy. In addition, this system will improve DP&L’s outage response and management

capabilities.

3. The AMI infrastructure is the foundation for energy efficiency and
demand response programs that give customers the ability to control their energy usage. To
capture the full potential of AM], the supporting information technology and
telecommunications infrastructure must be modernized as well. Lower cost to customers also
depends on a modernized delivery infrastructure including investments in Smart Grid

technologies.

4, DP&L's CCEM Programs will provide tangible, direct customer benefits
and societal benefits to all stakeholders, including customers, shareholders, and our
community, that will generate environmental benefits today and into the future. The
programs will provide customers with additional energy options including information relating
to the amount of energy they consume, how they use it, and when they choose to consume it.
Reducing energy consumption will, in turn, decrease the need to build new power plants. The
programs will also produce distribution system reliability benefits and reduce energy lost in
the transmission and distribution of power to homes and businesses. Utility operating costs,

including fuel costs, will be lower as a result of automation and better visibility into



operational aspects of the grid, leading to more efficient and effective use of resources and

lower costs to customers.

5. DP&L's CCEM Programs also include energy efficiency and demand
response programs designed to help DP&L reach the energy efficiency and demand response
targets in S.B. 221, The energy efficiency and demand response programs include residential
lighting, residential HVAC diagnostic and tune up, residential HVAC rebates, residential
appliance recycling, residential appliance rebates, residential low-income affordability,
residential direct load control, residential time-of-use pricing, residential peak time rebate
pricing, non-residential prescriptive rebates, non-residential custom rebates, non-residential

direct load control, non-residential time-of-use pricing, and education and awareness.

6. DP&L's CCEM Plan is described in detail in: (1) Executive Summary of
DP&L's CCEM Programs; (2) DP&L,'s Energy Efficiency and Demand Response Plan; (3)
DP&L's Advanced Metering Infrastructure Component; and (4) DP&L's Smart Grid
Development Component. Each of these Components is being filed concurrently with this

Application.

7. Notonly are DP&L's CCEM Programs designed to reach the statutory
targets in § 4928.66, but also DP&L has evaluated each program to determine that it creates
more benefits (e.g., reduced need for generation) than it costs. Only the programs that passed

that standard were included in DP&L's CCEM Plan.

8. Ohio Rev. Code § 4928.64 establishes certain advanced energy and

renewable energy targets. DP&L intends to reach the advanced energy targets through the



energy efficiency and demand response programs contained in DP&L's CCEM Plan.* DP&L
expects to achieve renewable energy targets through one, or any combination of: purchasing
Renewable Energy Credits ("RECs™), entering power purchase contracts, partnering with third

parties, and, if economical, constructing new generation facilities.

9. DP&L's Application is divided into three "Books":

Book I DP&L's Standard Offer Plan;

BookIl  DP&L's Customer Conservation and Energy
Management Plan; and

Book Il DP&L's Alternative Energy Plan.
Each Book is described below.

BOOK I: STANDARD OFFER PLAN

A, Standard Offer Plan

10. DP&L is an “electric distribution utility,” “electric supplier," and "clectric
utility" as those terms are defined in Ohio Rev. Code § 4928.01(A)(6), (10), and (11). DP&L
is engaged in the business of supplying electric generation, transmission and distribution

service to more than 514,000 retail customers in West Central Ohio.,

11, Ohio Revised Code § 4928.141(A) provides that each Ohio eleciric
distribution utility shall file a standard service offer ("SSO") that contains a market rate offer

(pursuant to Ohio Rev. Code § 4928.142) or an ESP (pursuant to Ohio Rev. Code § 4928.143).

2 » advanced energy resource" is defined to include "Demand-side management and any energy efficiency
improvement." Ohio Rev. Code § 4928.01(A)(34)Xg). DP&L will thus rely upon its CCEM Plan expenditures to
achieve the advanced energy targets,



12. Ohio Revised Code § 4928.143(D) provides that "if an electric distribution
utility that has a rate plan that extends beyond December 31, 2008 files an application under
this section for the purpose of its compliance with division (A) of section 4928,141 of the
Revised Code, that rate plan and its terms and conditions are hereby incorporated into its

proposed electric security plan and shall continue in effect until the date scheduled under the

rate plan for its expiration . . . ."

13. In PUCQ Case No. 05-276-EL-AIR, on November 3, 2003, certain parties
submitted a Stipulation and Recommendation that created a rate plan (called a "Rate
Stabilization Plan" or "RSP") for DP&L that would last through December 31, 2010. The
Commission approved that rate plan in a December 28, 2005 Opinion and Order, and the

Supreme Court of Ohio affirmed that Commission decision in Ohio Consumers' Counsel v,

Public Utils, Comm'n, 2007-Ohio-4276, 114 Ohio St. 3d 340. Pursuant to Ohioc Rev. Code

§ 4928.143(D), that rate plan is to remain in effect through December 31, 2010,

B. The Commission's ESP Rules

14. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(1), a complete
description of DP&L's ESP is contained in Book 1 of this filing, which is supported by the
testimony of Gregory Campbell, Scott Kelly, Teresa Marrinan, Timothy Rice, Dona Seger-

Lawson, and John Wagner.

15. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(2), pro forma financial
projections of the effect of DP&L's ESP are contained in Schedule A-1 of Book I, Schedule

A-1 of Book II, and Schedules A-1 and A-2 of Book IIL



16. Pursuant to Ohio Admin. Code § 4901:1-35-03(CX3), projected rate
impacts by customer class/rate schedules for 2009 are contained in Schedule E-5 of Book [,
Schedules E-4 and E-5 of Book 11, and Schedule E-5 of Book IT1I. DP&L will supplement this

filing to provide projected rate impacts for 2010 prior to the technical conference.

17. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(5), DP&L states that its
Operational Support Plan has been implemented and that the Company is not aware of any

outstanding problems with the implementation.

18. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(6), DP&L's plan for
addressing governmental aggregation programs and the implementation of Ohio Rev. Code
§ 4928.20(D&(J) is contained in Book 1, and is supported in the testimony of Dona Seger-

Lawson,

19. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(7), a description of the
effect on large-scale governmental aggregation of any unavoidable generation charge
proposed to be established in the ESP is contained in Book 1, and is supported in the testimony

of Dona Seger-Lawson,

20. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(8), a detailed account
of how DP&L's ESP is consistent with and advances the policies of this state identified in

Ohio Rev. Code § 4928.02(A) to (N) is contained in the Book [ testimony of Scott Kelly.

21. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(9)(a), DP&L states that
it is not seeking the automatic recovery of fuel, fuel-related, or purchased power costs as

permitted by Ohio Rev. Code § 4928.143(D) in this Application. Instead, DP&L is seeking to



defer such costs for recovery to begin on January 1, 2011 as discussed below and supported by

the testimony of Teresa Marrinan, Dona Seger-Lawson and Gregory Campbell.

22. Pursnant to Ohio Admin. Code § 4901:1-35-03(C)(9)(c), DP&L secks
Commission approval to amend its tariffs to provide that if a customer who has switched to a
Competitive Retail Electric Service (“CRES”) Provider then switches back to DP&L's
standard service offer, that returning customer would receive service at market rates. Thisisa
necessary protection for both DP&L and its other customers to match cost incurrence and cost
recovery. Because DP&L does not procure supplies to serve customers who have switched to
a CRES Provider, if and when that customer returns to DP&L for service, DP&L must procure
additional supply at the then-applicable market price. The fixed, average, SSO-tariffed rates
would not be compensatory and would not properly assign costs to the returning customer
who caused the costs to be incurred, The reasons and basis for this proposal are explained in

Book 1 of this filing, and are supported in the testimony of Dona Seger-Lawson.

23. Also pursuant to Qhio Admin, Code § 4901:1-35(C)(9)Xc), DP&L states
that the Stipulation and Recommendation in Case No. 05-276-EL-AIR includes a Rate
Stabilization Charge that is to be paid by all customers. Pursuant to Ohio Rev. Code
§ 4928.143(D), that provision of DP&L's existing rate plan is automatically included in

DPé&L's ESP.

24. Pursuant to Ohio Admin. Code § 4901:1-35-03(C)(9){d), DP&L states that
it is not proposing any new adjustments to any component of its SSO price beyond those that

are in DP&L's existing RSP.



25. Pursuant to Ohio Admin. Code § 4901:1-35-04(B), a proposed notice for

newspaper publication is attached as Exhibit 1.

C. Fuel and Purchased Power - Ohio Admin. Code § 4901:1-35-09

26. Ohio Rev. Code § 4928.143(D) provides that a utility that has a rate plan
that extends beyond December 31, 2008 "may include in its electric security plan under this
section . . . provisions for the incremental recovery or the deferral of any costs that are not
being recovered under the rate plan and that the utility incurs during that continuation period
to comply with section 4928.141. .. " Additional explanation surrounding this provisions can
be found in the Legislative Service Commission’s Analysis of S.B. 221: “In its initial ESP
application DP&L can request PUCO approval of provisions for the incremental recovery or
the deferral of any of the following costs that are not being recovered under its current rate
plan and that it incurs during that rate plan continuation period under the ESP: (1) costs to
comply with the act's SSO/default service requirements, (2} costs to comply with the act's
alternative energy requirements . . . and (3) costs to comply with the act's energy efficiency
requirements . . . * Legislative Service Commission Final Analysis of Am. Sub. S.B. 221, at

19,

27. Pursuant to Chio Rev. Code § 4928.143(D) and Ohio Admin. Code
§ 4901:1-35-09, DP&L seeks accounting authority to defer fuel, fuel-related and purchase
power expenses that DP&L incurs from 2009 through 2010 to provide a standard service offer
pursuant to Ohio Rev. Code § 4928.141 and that are not being recovered in DP&L's current
rates. DP&L's request for the deferral and recovery of those expenses is explained in Book I,
Chapter 5, and is supported by the testimony of Teresa Marrinan, Dona Seger-Lawson, and

Gregory Campbell.



28. Ohio Admin. Code § 4901:1-35(C)(3) requires DP&L to identify the
"projected rate impacis by customer/rate schedules for the duration of the ESP, including post-
ESP impacts of deferrals.” DP&L will make a supplemental filing to comply with this

provision prior to the technical conference.

D. Corporate Separation — Ohio Admin, Code § 4901:1-37
29. In this filing, DP&L seeks Commission approval of a Second Amended

Corporate Separation Plan, DP&L's currently-operative Corporate Separation Plan is dated
February 28, 2000, and was approved by the Commission in Case No. 99-1687-EL-ETP.
DP&I. seeks to amend its Corporate Separation Plan to comply with revised corporate
separation requirements in the Commission's rules. DP&L's request to amend its Corporate

Separation Plan is contained in Book I, and is supported in the testimony of Timothy Rice.

30. Ohio Admin. Code 4901:1-35-03(C)4) and (F) requires DP&L to identify
any Corporate Separation Plan waivers that have been granted and are to be continued.
DP&L's existing Corporate Separation Plan, which was approved by the Commission,
provides that DP&1. will functionally separate its competitive and regulated business units and
operations. DP&I. has operated under this functional separation model since 2000° and
intends to continue this functional separation through its Second Amended Corporate

Separation Plan,

31. Ohio Admin. Code § 4901:1-35-03(F) requires DP&L to demonstrate that

its current Corporate Separation Plan complies with Ohio Revised Code § 4928.17 and Chio

* February 28, 2000 DP&L Amended Corporate Separation Plan, pp. 16-19 (PUCO Case No. 99-1687-EL-ETP);
Opinion & Order, pp. 16-18 (PUCO Case No, 99-1687-EL-ETP).



Admin. Code Chapter 4901:1-37, and is consistent with the policies in Ohio Rev. Code
§ 4928.02(A) to (N). DP&L demonstrates compliance in Book I, in the Second Amended

Corporate Separation Plan, and in the testimony of Timothy Rice.

E.

Economic Development — Ohio Admin, Code 8§ 4901:1-38 and 4901:1-35-03

32. Pursuant to Ohio Admin. Code Chapter 4901:1-38 and Ohio Admin, Code
§ 4901:1-35-03(CY(9)(h), DP&L's ESP includes provisions designed to provide economic
development, and job retention, which are described in the Book I, and supported in the

testimony of John Wagner.

33. DP&L seeks recovery of its costs related to implementing the economic
development programs to comply with the Ohio Admin. Code Chapter 4901:1-38.

BOOK II: CUSTOMER CONSERVATION AND
ENERGY MANAGEMENT (CCEM) PROGRAMS

34. DP&L's CCEM Plan allows DP&L to achieve the energy efficiency
targets in Ohio Revised Code § 4928.66. DP&L's CCEM Plan consists of a series of
innovative programs and investments that have been proven in other jurisdictions to
significantly reduce energy usage and demand. DP&L's CCEM Plan is described in detail in:
(1) Executive Summary of DP&L's CCEM Programs; (2) DP&L’s Energy Efficiency and
Demand Response Plan; (3) DP&L's Advanced Metering Infrastructure Component; and
(4) DP&L's Smart Grid Development Component. Each of those Components is being filed
with this Application. In summary, DP&L's CCEM Plan consists of the following

components and investments:

10



Advanced Metering Infrastructure ("AMI"™): DP&L will install AMI
for all of its customers, which will enable DP&1., among other things,
to provide time-of-use rates, improve customer service and outage
management, and provide cusiomers with real-time information

related to their energy usage.

Smart Grid: DP&L will implement Smart Grid technology for its
distribution system, which will ultimately include a fully network-
connected system that communicates grid status and automates
transmission and distribution decision-making systems. This system
will improve data reporting capabilities, reduce energy and demand
usage, improve reliability, and allow for full implementation of the
AMI system. By means of this Application, the Company is
proposing fo roll out a limited set of technologies and Smart Grid

concepts pertaining to distribution and substation automation.

Energy Efficiency: DP&L will implement the following energy
efficiency prég;rams: residential lighting, residential HVAC
diagnostic and tune up, residential HVAC rebates, residential
appliance recycling, residential appliance rebates, residential low-
income affordability, residential direct load control, residential time-
of-use pricing, residential peak time rebate pricing,

non-residential prescriptive rebates, non-residential custom rebates,
non-residential direct load control, non-residential time-of-use

pricing, and education and awareness.

11



35. DP&L has performed a "Total Resource Cost" (“TRC”) test on its energy
efficiency programs, which shows that each program wili save more money than the program
will cost. TRC calculations are supported by the testimony of Scott Michaelson. DP&L has
also determined the value of the societal benefits -- i.e., benefits beyond those that flow
directly to DP&L's customers -- of the energy efficiency component of its CCEM Plan, That
test shows that the benefits of DP&L's CCEM Plan exceed its costs. Societal benefits
calculations are supported by the testimony of Kevin Hall. In short, DP&L's CCEM Plan is

projected to generate more savings and benefits than the CCEM Plan will cost.

36. To implement its CCEM Plan, DP&L anticipates that it will need to invest
$297.1 million in capital and $185.8 million in O&M over seven years. The majority of
capital expenditures, $255.0 million, are in support of AMIL, including the meters to be
installed at customers’ homes and businesses and equipment to be used by customers to access
the data from the advanced meters, along with related communication and information
technology systems. Only through use of this equipment can customers be enabled to control
their own energy usage, and can the statutory targets be met., $41.6 million is required for
Smart Grid development, and 3.5 million in capital are necessary to support DP&L's energy
efficiency programs. O&M expenditures consist of $118.4 million for energy efficiency
program implementation, $63.1 million toward AMI, and $4.3 million toward Smart Grid

development.

37. Ohio Rev. Code § 4928.143(D) provides that DP&I. may recover the
incremental cost that DP&L incurs to comply with the energy efficiency and peak demand

reduction targets of Ohio Rev, Code § 4928.66, Pursuant to that section, DP&L requests

12



Commission approval to recover through a rider its O&M expenditures, recovery of and on its

capital expenditures, and shared savings.

38. DP&L seeks accounting authority to defer CCEM expenditures that
DP&L has incurred and will incur before the Commission authorizes the implementation of a
rider to recover CCEM expenditures. The costs to be deferred are costs associated with
formulating and analyzing the CCEM Plan, case expenses, and expenses associated with

implementation of CCEM before authorized recovery.

39. DP&L's CCEM program is supported by the pre-filed testimony of the

following witnesses:

a. Maria Bubp -- description of CCEM energy efficiency programs, and
associated costs;

b. Gregory Campbell -- accounting treatment associated with CCEM
Plan;

c¢. Karen Garrison -- description of information technology projects
needed to support CCEM Plan;

d. Kevin Hall -- calculation of societal benefits of DP&L's CCEM Plan;

e.  Chris Hergenrather -~ gross revenue conversion factor and tax
matters;

f.  Scott Kelly -- overview of DP&L's CCEM Plan;
g. Jeff Makholm -- calculation of rate of return;

h. Teresa Marrinan -- calculation of market value of energy, to support
Total Resource Cost test;

i.  Scott Michaelson -- calculation of Total Resource Cost test;

j-  Scott Niemann -- calculation of market value of demand, to support
Total Resource Cost test;

k. Dona Seger-IL.awson -- rates, tariffs, and case expense;

13



. Jeffrey Teuscher -- description of AML, Smart Grid and
telecommunications infrastructure needed to support AMI and Smart
Grid, and associated costs; ,

m, John Wagner -- customer impacts, rate programs, typical bills and
lost revenue; and

n. Robert Zabors -- prudence of DP&L's energy efficiency programs,

BOOK HI: ALTERNATIVE ENERGY PLAN

40. Ohio Rev. Code § 4928.64(A)(1) creates certain advanced energy and
renewable energy resource targets. DP&L's plan for achieving the targets is set forth in
Book III -- Advanced Energy Plan, which is supported in the testimony of Gary Stephenson,

and Dona Seger-Lawson.

41, Ohio Rev. Code § 4928.01(A)(34)(g) provides that an advanced energy
resource includes "demand-side management and any energy efficiency improvement.”
(Emphasis added.) Pursuant to this section, DP&L relies on the energy efficiency programs

from its CCEM Plan to help to achieve the advanced energy targets in § 4928.64.

42, DP&IL's plan for achieving the renewable targets in Ohio Rev. Code
§ 4928.64 is divided into a near-term phase (2009-2010), mid-term phase (2011-2013)and a
long-term phase (2014-2025). Near-term, DP&L expects to achieve compliance with the
targets largely through purchasing Renewable Energy Credits ("RECs"). Mid-term, DP&L
intends to achieve compliance with the targets through power purchase agreements, partnering
with developers on prajects, new construction, and DP&L intends to fill any gaps through the
purchase of RECs. On July 25, 2008, DP&L issued a Request for Proposals (“RFP”) in

connection with meeting the renewable targets in the mid and long term. DP&L is currently in

14



the process of receiving and evaluating responses to the RFP and will consider any viable

option in developing its plans.

43. Ohio Rev. Code § 4928.143(D) provides that DP&L may recover the
incremental costs that DP&L incurs to comply with the renewable resource targets of Ohio
Rev. Code § 4928.64. Pursuant to that section, DP&L secks Commission approval to recover

through a rider its renewable energy expenses and recovery of and on its capital expenditures.

44, DP&L also seeks accounting authority to defer expenditures that DP&L
makes 1o achieve renewable energy resource targets before the Commission authorizes

implementation of a rider to recover DP&L's renewable energy expenditures.
WHEREFORE, DP&L requests that this Commission find and order as follows:

1. That DP&L's ESP be approved, including approval of cost recovery
associated with economic development arrangements;

2. That DP&L's Customer Conservation and Energy Management Plan be
approved, including approval of cost recovery described in this
Application and supporting documents;

3. That DP&L's Alternative Energy Plan be approved, including approval of
cost recovery described in this Application and supporting documents;

4, That DP&L's proposed tariffs be approved;

5. That DP&L be granted accounting authority to defer for future recovery
the following:

a. the Customer Conservation and Emergency Management Program
expenditures incurred by DP&L before the Commission authorizes
DP&L to implement a rider to recover those expenditures, which
expenditures include costs of formulating and analyzing CCEM
Programs, case expense, and expenses associated with \
implementation of CCEM Plan before recovery is authorized.

15



b. fuel, fuel-related and purchased power expenses that DP&L incurs
from 2009-2010, to the extent that those expenses exceed recovery
in DP&L's existing rates.

C. expenses that DP&L incurs to comply with alternative energy
targets in S.B. 221 before the Commission authorizes DP&L to
recover those expenses through the rider.

That DP&L's Second Amended Corporate Separation Plan be approved,
and

That the Commission issue such other orders as may be just and proper.

Respectfully submitted,
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Tn the Matter of the Application of -9 A <
The Dayton Power and Light Company for Approval of Its Electric Security Plan c < %
Case No. 08-1094-EL-SSO, et al. O =2
o =
PROPOSED NOTICE OF PUBLIC HEARING ta'-’,

The Public Utilities Commission of Ohio ("PUCO") has scheduled local hearings
in Case No. 08-1094-EL-SS0, [n the Matter of the Application of The Dayton Power and Light
Company, for Approval of Its Electric Security Plan. The purpose of these hearings Wﬂl be to
address the application of the Dayton Power & Light Company ("DP&L") for approval-of its
Electric Security Plan ("ESP"). The hearings will be open to the public, and any person may ask
to become a party to the proceeding by filing a motion to intervene with the PUCO under PUCO

Case No. 08-1094-EL-SSO. DP&L's ESP is described below.

DP&L has in place a rate plan approved by the PUCO in 2005, that will continue
through December 31, 2010, That rate plan sets the rates that DP&L charges to its customers for
electric service. DP&L's ESP provides that the rate plan will remain unchanged through

December 31, 2010.

In addition, Ohio law was recenﬂy amended to set certain energy efficiency and

~ peak demand reduction targets designed to reduce electric energy usage and demand in Ohio.
DP&L intends to achieve these targets through a set of Customer Conservation and Energy
Management ("CCEM") Programs. These CCEM Programs include the installation of Advanced
Metering Infrastructure and Smart Grid technology, which will create savings ;ypporh;niﬁes for
customers, increase efficiency, strengthen reliability, and enable real-time communication

between customers and the DP&L distribution system. DP&L's CCEM Plan also includes a



In the Matter of the Application of

The Dayton Power and Light Company for Approval of Its Electric Security Plan
Case No. 08-1094-EL-SS80, et al.

PROPOSED NOTICE OF PUBLIC HEARING

The Public Utilities Commission of Ohio ("PUCO") has scheduled local hearings

in Case No. 08-1094-EL-SSO, In the Matter of the Application of The Dayton Power and Light

Company, for Approval of Its Electric Security Plan. The purpose of these hearings wﬂl be to
address the application of the Dayton Power & Light Company ("DP&L") for approval.of its
Electric Security Plan ("ESP"). The hearings will be open to the public, and any person may ask
to become a party to the proceeding by filing a motion to intervene with the PUCO under PUCO

Case No. 08-1094-EL-SS0O. DP&L's ESP is described below.

DP&L has in place a rate plan approved by the PUCO in 2005, that will continue
through December 31, 2010. That rate plan sets the rates that DP&L charges to its customers for
electric service. DP&L's ESP provides that the rate plan will remain unchanged through

December 31, 2010.

In addition, Ohio law was recenﬂy amended to set certain energy efficiency and
peak demand reduction targets designed to reduce electric energy usage and demand in Ohio.
DP&L intends to achieve these targets through a set of Customer Conservation and Energy
Management ("CCEM") Programs. These CCEM Programs include the installation of Advanced
Metering Infrastructure and Smart Grid technology, which will create savings épportunitie's for
customers, increase efficiency, strengthen reliability, and enable real-time communication

between customers and the DP&L distribution system. DP&L's CCEM Plan also includes a



In the Matter of the Application of
The Davton Power and Lisht Company for Approval of lts Electric Security Plan

Case No. 08-1094-EL-SS0, et al.

PROPOSED NOTICE OF PUBLIC HEARING
The Public Utilities Commission of Ohio ("PUCO") has scheduled local hearings

in Case No. 08-1094-EL-S80, In the Matier of the Application of The Dayion Power and Light

Company, for Approval of Its Electric Security Plan. The purpose of these hearings will be to
address the application of the Dayton Power & Light Company ("DP&L") for approval-of its
Electric Security Plan ("ESP™). The hearings will be open to the public, and any person may ask
to become a party to the proceeding by filing a motion to intervene with the PUCO under PUCO

Case No. 08-1094-EL-SS0. DP&L's ESP is described below.

DP&I. has in place a rate plan approved by the PUCQ in 2005, that will continue
through December 31, 2010. That rate plan sets the rates that DP&L charges to its customers for
electric service. DP&L's ESP provides that the rate plan will remain unchanged through

December 31, 2010.

In addition, Ohio law was recenﬂy amended to set certain energy efficiency and

- peak demand reduction targets designed to reduce electric energy usage and demand in Ohio.
DP&L intends to achieve these targets through a set of Customer Conservation and Energy
Management ("CCEM") Programs. These CCEM Programs include the installation of Advanced
Metering Infrastructure and Smart Grid technology, which will create savings :opportmﬁties for
customers, increase efficiency, strengthen reliability, and enable real-time communication

between customers and the DP&L distribution system. DP&L's CCEM Plan also includes a
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Chapter 1

Standard Service Offer
For purposes of compliance with Ohio Revised Code (“ORC”) 4928.141(A),

DP&L’s Standard Service Offer (“SSO”) for supply and pricing of its electric generation

service will be that which is set forth in its existing rate plan that is currently set to expire
December 31, 2010, (“Rate Stabilization Plan” or “RSP”). DP&L is in a unique position
compared to Ohio’s other Electric Distribution Utilities in that it is currently operating
under an RSP approved by the Public Utilities Commission of Ohio (the “Commission”
ot “PUCO”) in Case No. 05-276-EL-AIR, which extends beyond 2008.! Consequently,
in the interest of continuing the stability resulting from its existing rate plan, DP&L’s
SS0 included in this Electric Security Plan (“ESP™) will be a continuation of its existing
rate plan, with adjustments as provided for or required by SB 221.

Pursuant to R.C, 4928.141(A), beginning January 1, 2009, an electric distribution
utility (“EDU”") must provide customers within its certified territory with an SSO of
competitive retail electric service. That section requires that the EDU make an
application to the Commission to establish an SSO pursuant to sections 4928.142 or
4928.143 of the Revised Code. However, section 4928.141 goes on to provide:

Pursuant to division (D) of section 4928.143 of the Revised Code, any rate

plan that extends beyond December 31, 2008, shall continue to be in effect

for the subject electric distribution utility for the duration of the plan’s
term.

The Chio Supreme Court affirmed the Commission’s Opinion and Order on September 5, 2007.

Ohio Consumers” Counsg] v, Public Utilities Commission of Ohie (2007}, 114 Ohio 8t. 3d 340; 872 N.E.
2d 269.
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*“Rate plan’” means the standard service offer in effect on the effective date of the

amendment of [section 4928.01] by S.B. 221 of the 127™ General Assembly.”? Revised

Code section 4928.143(D) provides:

Regarding the rate plan requirement of divisions (A) of section 4928.141
of the Revised Code, if an electric distribution utility that has a rate plan
that extends beyond December 31, 2008 files an application under this
section for compliance with division (A) of section 4928.141 of the
Revised Code, that rate plan and its terms and conditions are hereby

incorporated into its glectric s lan and shall continue in
effect until the date scheduled under the rate plan for its expiration, and
that portion of the electric security plan shall not be subject to commission
approval or disapproval under division {C) of this section, and the earnings
test provided for in division (F) of this section shall not apply until after

the expiration of the rate plan. (Emphasis added)

In compliance with these provisions, for purposes of its ESP, DP&L’s SS0O will

be that which is set forth in its existing RSP and already approved by the Commission in

its Opinion and Order dated December 28, 2005, in Case No. 05-276-EL-AIR, which is

fully incorporated into this ESP and attached hersto as Exhibit 1. DP&L also attaches as

Exhibit 2 the Stipulation and Recommendaiion filed November 3, 2005 adopted as

modified by the Commission in the December 28, 2005 Opinion and Order. DP&L’s

S50 will be effective through December 31, 2010.

2

R.C. §4928.01(A) (33).
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Chapter 2
Compliance with ESP Rules

Government Aggregation

Pursuant to proposed Ohio Administrative Code (OAC) 4901:1-35-03 (C)(6) and
(7)3, DP&L is required to describe how it proposes to address governmental aggregation
and to describé the effect of any unavoidable generation charge on large-scale
governmental aggregation. This chapter fulfills that requirement.

ORC § 4928.20 (1) and (J), as well as all elements of Ohio Electric Choice are
inconsistent with traditional, stable, cost-of-service based utility service, as DP&L has
provided to its customers historically and proposes to continue to provide through 2010
in accordance with this filing. When large groups of customers leave S50, whether
through government aggregation programs or other types of aggregation, the Company
faces financial risk as it is no longer serving those customers through traditional rates.
Further, if and when the customers return to SSO at the end of the program term, the
Company faces significant financial and operational risks if the Company is expected to
procure power from the market to serve those returning customers at its existing fixed,
average, SSO-tariffed rates.

The Commission has the authority pursuant to RC §4928.143(B)(2Xd) to approve
“terms, conditions, or charges relating to limitations on customer shopping for retail

electric generation service . . . that would have the effect of stabilizing or providing

3 Throughout this filing, references may be made to Ohio Administrative Code sections, some of

which may be in effect as of the date of the filing, others may be in draft form as they may be part of the
proposed PUCO Staff rules related to SB 221 implementation. To the extent the final rules are different
from the proposed rules in effect at the time this filing is being drafted, the Company plans to supplement
its filing as necessary to comply with the final rules.
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certainty regarding retail electric service.” In light of the risks described above, DP&L
proposes revising the terms and conditions contained in Tariff Sheet No. G9, Competitive
Retail Generation Service, to require customers that retirn to utility-supplied retail
generation service, to do so at market-based rates. Those proposed changes are contained
in a redlined version of DP&L’s Tariff Sheet No. G9 as contained in Chapter 7 of this
Book I - Standard Offer.

In addition, in a separate tariff filing DP&L will submit a new Adjustable Rate
Tanff Sheet No. G23 for review and approval by the PUCO. By way of history, DP&L's
proposed Adjustable Rate Tariff was originally filed in Case No. 01-1938-EL-ATA. The
parties to that case never resolved the terms and conditions of service for the proposed
tariff, and the case was ultimately closed without approval. DP&L’s new Tariff Sheet
No. G23 will reflect the fact that the Company is now a member of the PJIM RTO and is
subject to terms, conditions, and prices different from those previously established in the
initial application for approval.

This change does not affect the unavoidable generation charges assessed to
DP&L's customers that take service from a Competitive Retail Electric Service (“CRES")
Provider pursuant to a large-scale government aggregation program, but does place the
risk of market prices squarely with the customer that makes a choice to participate in
such a program. By transferring market price risk directly to the customer that chooses to
accept that risk, the Company has treated fairly its remaining SSO customers such that
they are not adversely affected by a customer’s election to choose to take generation
service from a CRES Provider. Thus, the Company is proposing terms and conditions

that have the effect of stabilizing prices to SSO customers.
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Operational Support Plan

By way of background, DP&L proposed an Operational Support plan as part of its
filing in Case No. 99-1687-EL-ETP. Through settlement negotiations the Company
agreed to certain elements that were covered by the Operational Support Plan, and agreed
to continue to work with interested parties in Case No. 00-813-EL-EDI to address other
terms and conditions that govern the relationship between tﬁe utility and CRES providers
that registered to serve retail customers within DP&L’s service territory. The net effect
of those cases is that the Company’s Operational Support Plan is now embodied in DP&L
Tariff Sheet No. G8, Alternate Generation Supplier Coordination Tariff. That tariff has
since been modified, but remains in effect today and constitutes the Company’s existing
Operational Support Plan.

Therefore, in compliance with OAC 4901:1-35-03 (C)(5) the Company states that
it is not aware of any problems or issues in implementing its Operational Support Plan.
The Company has upheld its obligations and requirements under its Operational Support
Plan and is not aware of any unresolved or outstanding CRES Provider issues or
complaints. DP&L would note, however, that when the Company’s Operational Support
Plan was developed, CRES Providers which are certified by the Commission were the
only competitive service providers that existed in the electric utility industry. Since
DP&I became a member of PJM, other competitive service providers have been created.
These newly-created entities market and coordinate curtailment services among
customers and receive payments under various PTM Dermand Reduction (DR) programs.

PIM defines these new entities as Curtailment Service Providers and states that

they are “Members or Special Members of PJM that participate in the PJM Interchange
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Energy Market by causing Demand Resources to reduce demand. " Curtailment Service
Providers operate independently within and across the service territories of Electric
Distribution Utilities (“EDUs™) with no requirement to register with the EDU or give
notice of their activity other than by completing an application with PJM. EDUs are
made aware of Curtailment Service Provider activities only when the EDU is contacted
by the Curtailment Service Provider to request a settlement after a demand reduction.
The PUCO needs to consider certifying these entities just as it certifies CRES Providers
to operate in Chio. At the least, the Company will monitor developments at PJM
regarding the operations and the business rules for these new market entrants and will
modify its Operational Support Plan, if necessary, to accommodate the interaction with
and data requirements of Curtailment Service Providers. It may hecome necessary to
develop tariffs to recover the cost of serving Curtailment Service Providers, depending
upon their activities in the Company’s service territory and upon mandates placed on

EDUs by PJM to serve their settlement needs and data requirements.

¢ PIM Manual 11: Scheduling Operations, August 6, 2008, page 97.



The Dayton Power & Light Company Book I - Standard Offer
Chapter 3: Economic Development Plan

Chapter 3

Economic Development Plan

Introduction

OAC 4901:1-38° outlines objectives regarding effectiveness in a global economy,
job growth and retention, and the promotion of energy efficiency. These rules serve to
formalize guidelines within Ohio while providing each utility with necessary ﬂeiibility 10
meet the unigue needs of customers. This plan outlines DP&L’s intent to meet the
guidance of Chapter 4901:1-38 for economic development arrangements. DP&L seeks
an approach for cost recovery that allows for periodic adjustments to the recovery rider

and a true-up mechanism that ensures that cost recovery matches the expense incurred.

New & Expanding Customers and Customer Retention Programs
In QAC 4901:1-38, the Commission outlines arrangements for three different sets

of customers:

1. New or expanding customers (“New Customer”™);
2. Customers likely to cease, reduce operations or relocate (“Customer Retention”); and
3. New or expanding energy efficiency production facilities (“EE Facilities”)

DP&L has expanded upon the basic program elements contained in the rules and

has developed a customer-oriented program for each of these sets of customers. These

programs will be available to those customers taking DP&L’s standard service offer.

s Throughout this section when OAC 4901:1-38 or any sections thereof is mentioned, DP&L is

referring to proposed QAC 4901:1-38 that was issued by the Commission in Case No. 08-777-EL-ORD.
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Incentives will be determined by the PUCO base on data presented by the customer and

DP&L.
New Customer Guidelines

Business Type New and expanding; non-retail

Qualifying Factors Must meet statutory job and investment
requirements; must demonstrate financial
viability; must identify local, state or federal
support; must identify potential secondary and
tertiary benefits

Load Requirement None

Job Creation Requirement 25 full-time jobs or full-time equivalent jobs; to
be added within three years of application

Wage Requirement Average hourly base wage greater than 150% of
the federal minimum wage at the time of
application

Incentive ' Determined by PUCO

Term of Commitment Customer agrees to maintain operations at the
project site for the term of the incentives

10
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Customer Retention Guidelines

Business Type Existing; non-retail; likely to cease, reduce or
relocate outside of Ohio

Qualifying Factors Must meet statutory job and load requirements;
must demonstrate financial viability; must
demonstrate that the cost of electricity is a major
factor in decision; must identify local, state or
federal support sought

Load Requirement Average billing demand of at least 250 kW

Job Retention Requirement 25 full-time jobs or full-time equivalent jobs to be
retained

Wage Requirement None

Incentive Determined by PUCO

Term of Commitment Customer agrees to maintain operations at the
project site for the term of the incentives

11
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Energy Efficiency Production Facilities Guidelines

Business Type

New or existing; manufactures or assembles
products that promote the more efficient use of
energy or that are used in the production of clean,

renewable energy

Qualifying Factors

Must meet statutory job requirements, must
demonstrate financial viability; must identify
local, state or federal support

Job Creation Requirement

10 new full-time jobs or full-time equivalent jobs

Wage Requirement

Average hourly base wage greater than 150% of
the federal minimum wage at the time of
application

Incentive

Determined by PUCO

Term of Commitment

Customer agrees to maintain operations at the
project site the term of the incentives

DP&]1. has developed these three new programs in response to the Commission’s

proposed rules. Prior to these rules being enacted, DP&L filed an application (Case No.

07-1079-EL-ATA) for an economic development incentive tariff to encourage building

redevelopment. That application is still pending the Commission’s approval. The

building redevelopment program has a different set of criteria and, therefore, may be

applicable to different customers. Since it provides another element of economic

development support, DP&L intends to leave that program as an option for customers

that may qualify. Customers can only be on one economic development tariff at a time.

Therefore, a customer that qualifies for more than one program should choose the option

that provides the most atiractive benefits for its given circumstances.

12
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Unique Arrangements

OAC 4901:1-38-05(A), recognizes the need for utilities to have flexibility with
regard to customer arrangemenis. While the economic development programs offer valid
opportunities for new, expanding and economic efficiency manufacturing customers,
there could be customer conditions that require unigue treatment. Such an applicant and
DP&L may present information to the PUCO to approve a unique arrangement with
customers when conditions warrant. In developing unique arrangements, the PUCO may
consider factors which include, but are limited to, the following:

1. Alignment of customer needs to Commission’s stated objectives regarding
Economic Development;
2. Job creation and/or retention; and

3. Impact of business/facility on the region.

Pursuant to OAC 4901:1-38-05(B), mercantile customers, or a group of
mercantile customers, may apply to the Commission directly for a reasonable
arrangement with a utility. DP&L will work with mercantile customers regarding the
criteria for unique arrangements, in most cases customers will apply directly to the
Commission and DP&L will respond to any Commission request for information. DP&L
proposes taking an active role in the development of such unique arrangements to ensure
the outcome can be incorporated into DP&L’s processes (i.c. billing) without significant
expense. Customers that apply for and receive a unique arrangement under this section

of the rules would still be required to abide by DP&L’s rules regarding payment for

services, deposits, etc.

13
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Administration

An application form, attached as Exhibit 3, has been developed to aid customers
in applying for economic development programs. This form providss the criteria for all
economic development programs, allowing a customer to determine which program
meets its specific circumstances and/or needs. Due to the Building Redevelopment
program's specific requirements, the application for that program will remain separate.

The application form for the programs requires information from the customer
such as a demonstration of financial viability, the percentage of the cost of electricity to
total operating costs, etc. All information needs are specified and defined. While DP&L
believes that the application form requests all required data, DP&L may revise this form
from time to time as DP&L’s experience indicates additional needs. DP&L will make
the application form available on the Company website as well as through community
organizations. DP&L will work with customers to bring the customer’s information to
the PUCOQ for their consideration,

Since the benefits and/or commitments continue for a period of time, DP&L will
require customers served by one of these programs to verify compliance at least annually.
DP&L will then submit an annual report to the Commission indicating which customers
are and are not in compliance with program requirements. Any customer that fails to
substantially comply with any of the agreed-to and required criteria will be removed from
the program. In addition, the Company will charge the customer for all or part of the
incentives provided as determined by Commission Order.

For customers wishing to enter into a unique arrangement with DP&L, the

Commission’s approval process will be open and transparent consistent with PUCO rules,

14
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practices and procedures. In addition, reporting requirements and ramifications regarding
the failure to comply with contractual requirements are the same for these customers as

for those served under the other economic development programs.

Cost Recovery

Pursuant to OAC 4901:1-38, utilities are permitted to recover costs incurred in
complying with these rules. These costs include delta revenue and administrative costs,
DP&L is requesting inclusion of its expected costs associated with the economic
development program which include delta revenue and other administrative costs,
including modifications to DP&L’s billing system to bill for these new rate options.

Delta revenue represents the difference between revenues that would be received
by the EDU from customers under SSO verses revenues received under the new
economic development programs and unique arrangements. Estimates of 2009 delta
revenue were developed and are depicted on Workpaper WPA-1 contained in this Book 1.

In addition, other administrative costs will include the incremental accounting
expenses associated with the program and information technology related costs. In
providing these new rate options for customers, DP&L will have to modify its billing
system to accommodate these changes. DP&L estimates that these modifications will
cost approximately $750 thousand. DP&L proposes to recover this over a two-year
period, with $372 k recovered in 2009. Thus, the amount of recovery associated with
Economic Development is estimated to be $3.1 million in 2009 as shown on Schedule
A-1. Actual costs associated with these programs will be tracked and the recovery rider

will be reviewed and adjusted sermi-annually. Each semi-anmual amount will include any

15
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variance between actual costs and revenue collection, in addition to anticipated costs for
the next time period.

For the purposes of this filing, DP&L assumed the programs would begin on
April 1, 2009, with cost recovery beginning that day as well. Schedule A-2 demonstrates
the economic development rider rate design. In compliance with OAC 4901:1-38-08
(A)(4) DP&L has allocated the economic development obligations to the various tariff
classes based on the revenue recovered from each tariff class in 2007. Therefore, the
economic development rider is in proportion to the current revenue distribution between

and among tariff classes and is non-bypassable by shopping customers.

Conclusion

DP&L supports the objectives of effectiveness in a global economy, job growth
and retention and the promotion of energy efficiency. This plan demonstrates DP&L’s

commitment to economic development and will serve to enhance the economic vitality of

‘West Central Ohio.

16
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Chapter 4

Corporate Separation

Introduction and Summary of Plan

DP&L’s new proposed Corporate Separation Plan (“CSP”) is attached as
Exhibit 4. This CSP is being filed by DP&L to comply with the Commission’s final rules
and regulations (OAC 4901:1-37 et seq.) in response to the passage of S.B. 221 by the
Ohio General Assembly. This plan will supersede and replace the Company’s Corporate
Separation Plan as filed December 17, 1999 as amended on Febmary 28, 2000.

The CSP demonstrates that DP&L will continue to functionally separate its
businesses of providing competitive retail electric services and products or services other
than retail electric services from its business of providing noncompetitive retail electric
services, except when specifically permitted to do otherwise. The CSP also demonstrates
how DP&L and its fully separated affiliates will operate in relation to each other in
accordance with the provisions of ORC 4928.

The CSP includes, in general terms, (1) how DP&L will separate its competitive
retail electric service from its noncompetitive retail electric service, (2) a description of
the separate accounting practices that create and track this separation of competitive
versus noncompetitive retail electric service, (3) a description of the Company’s Code of
Conduct, (4) its cost allocation manual and (5) how the Company’s structure and

operation is in the public interest and does not create an undue preference or competitive

advantage for DP&L’s affiliates.

17
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A. Current Organization

DP&L is a regional electric public utility that sells electricity to residential,
commercial, industrial and governmental customers in West Central Qhio. DP&L
provides “retail electric service” to consumers as defined in Revised Code Section
4928.01(A)(27). DP&L is an “electric utility” as defined in Revised Code Section
4928.01(A)(11) that is engaged in the business of supplying both a noncompetitive retail
clectric service and competitive retail electric services under Revised Code Section
4928.03. Electricity for the Company’s service area is primarily generated by plants
wholly-owned or co-owned by DP&L.

As an integrated electric utility, DP&L operates within the statutory and
regulatory framework of the state of Ohio and applicable federal law, providing services
1o its retail customers within its certified territory pursuant to its obligation to serve.
Utility services are provided to its retail customers based on tariffed rates previously
approved by the Commission.

All of the outstanding shares of common stock of DP&L are held by DPL Inc.
DPL Inc. has a number of subsidiaries that provide a variety of services for DP&L, other
affiliates of DPL Inc. and third parties.

A current organization chart of DPL Inc. and its active subsidiaries, including a

brief description of subsidiary activities, is attached as Attachment A to the CSP.

B. Deregulation Legislation

On July 31, 2008, the Ohio General Assembly enacted Substitute Senate Bill 221,

creating a new framework under which electric utilities must provide electric service to

18
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its customers. This regulatory framework continues the functional separation between
the electric utility that generally provides noncompetitive retail electric service and
electric utility affiliates that may provide competitive retail electric services. Under this
statute, an electric utility cannot, directly or indirectly, provide such competitive retail
electric services, as defined by ORC 4928.01(B), except through a separate affiliate and
pursuant to a Commission approved corporate separation plan that meets the
requirements described in Revised Code Section 4928.17. However, SB 221 blurs the
distinction between competitive services and non-competitive services as it requires the
electric utility to provide unique arrangements with customers, economic development
arrangements, and energy efficiency and demand response programs that would

otherwise be provided in the competitive marketplace.

C. Purpose of Corporate Separation Plan

Consistent with the policy goals specified in ORC 4928.02, the requirements of
ORC 4928.17 and the corporate separation rules adopted by the Commission, the CSP of

DP&L is intended to achieve the following purposes:

(1)  Describe the framework under which DP&L and/or its affiliates will
engage in the businesses of supplying competitive retail clectric services and
products or services other than retail electric service; the policies, rules and
procedures that will govern the interrelationships among DP&L and its affiliates
with respect to such business activities; and how such policies, mles and
procedures will be implemented.

(2)  Help to effectuate the policy specified in Revised Code Section 4928.02,
specifically to help ensure the availability of adequate, reliable, safe, efficient,
nondiscriminatory and reasonably priced retail electric service; ensure the
availability of unbundled and comparable retail electric service; ensure diversity
of electricity supplies and suppliers; encourage innovation and market access for
cost effective supply- and demand-side retail electric service; encourage cost-
effective and efficient access to information to promote effective customer choice.

19
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3) Satisfy the public interest in preventing unfair competitive advantages and
preventing the abuse of market power.

(4)  Allow DP&L and its affiliates to compete fairly, without competitive

disadvantages, with other companies engaged in the same or similar businesses,
including those companies that are not subject to regulation as electric utilities.

D. Process of Implementing the Corporate Separation Plan

The original corporate separation plan was initially implemented in response to
S.B. 3 and has been modified for this filing, consistent with S.B. 221. A number of
factors, events and circumstances, many of which cannot reasonably be foreseen or
predicted, will influence DP&L’s planning. Some of these will be beyond DP&L’s
ability to control or will be dependent on the actions of unrelated third parties (e.g.,
competitors, the co-owners of DP&L’s jointly-owned generation and transmission
facilities, etc.). Accordingly, DP&L and its affiliates will need a reasonable degree of
flexibility. For this reason, the plan is structured in a way to ensure compliance with
applicable statutory and regulatory law while affording DP&L a modicum of dxscretlu- to

select the precise means for maintaining such compliance in light of the relevant

circumstances.

20
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Chapter 5

Fuel and Purchased Power Deferral
DP&L’s costs to procure coal and the volatility of coal prices have dramatically

increased since DP&L’s 2005 Rate Stabilization Surcharge (“RSS”) case was before this
Commission. Because coal-fired power plants produce 99% of the electricity generated
for DP&L’s jurisdictional retail load, DP&L has experienced a substantial increase in the
cost of fuel, despite significant investinent in environmental equipment and opa'aﬁbnal
changes that have increased flexibility with regard to the types of coal that can be
consumed in DP&L’s power plants. The fuel, fuel-related, and purchased power costs
associated with supplying standard offer service to DP&L’s customers in 2009 and 2010
are forecasted to be above the expected recoveries in rates.

A number of factors have combined to canse DP&L’s fuel costs to far exceed the
levels built into 2005 rates: 1) production costs in the three coal basins that are the
sources for coal to the DP&L plants have increased significantly, some of which is
attributable to government mandates related to the Mine Improvement and New
Emergency Response Act of 2006 (“MINER Act™), to new requirements imposed by
court rulings, and to increased and new taxes; 2) international demand for coal has
pushed up prices as an increasing percentage of existing coal production leaves the U.S.
for export; and 3) the positive environmental benefits from installing scrubbers and the
positive benefits of being able to burn higher sulfur coal are offset in part by the fact that
because the scrubbers themselves require power to operate, more coal must be burned to

produce the same level of net output. The first two factors in particular mean that the
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current market prices facing DP&L as it executes new contracts are well abave the
average embedded price built into the 20035 rates.

The above facts affect DP&L's coal costs whether incurred directly in procuring
coal for stations that DP&L owns or operates or incurred through an allocation of costs
from co-owners that are the operators of coal-fired plants in which DP&L owns a share.
DP&L purchases approximately 56% of its coal for stations that it operates; about 44% of
its coal is purchased by other entities for co-owned plants of which DP&L owns a share.

The projected costs would be even higher but for the decisions made several years
ago to install scrubbers at DP&L’s Stuart and Killen stations, which have enabled DP&L
to begin purchasing higher-sulfur coals from the Illinois Basin and Northern Appalachia.
The flexibility to burn higher-sulfur coals, however, presents new operational challenges,
including the need for additional chemicals to reduce sulfur emissions and the potential
for slagging. These new coals require significant effort to burn in facilities not originally
designed for their use. High-sulfur coals from the Illinois Basin and Northern Appalachia
tend to have lower ash fusion temperatures, creating a higher potential for slagging in the
boiler. DP&L has invested significant capital and incurs ongoing increases in operation
and maintenance expenses, without which DP&L could not burn these relatively less
expensive fuels. DP&L Witness Marrinan’s testimony provides more details regarding
DP&L’s fuel, fuel-related, and purchased power costs incurred to provide the Company’s
Standard Service Offer.

DP&L’s last fuel clause case was Case No. 99-0105-EL-EFC in 1999. Through
that case, the Electric Fuel Component (“EFC”) was fixed at l..3 cents per kWh. When

Senate Bill 3 was passed, EFC rates that were in effect at the time were frozen and
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combined with base rates to establish the generation rates at that time. In March of 2005,
DP&L filed Case No. 05-276-EL-AIR to seek implementation of its Rate Stabﬂizaﬁon
Surcharge (“RSS”), to recover growing fuel, environmental, taxes, security, and cyber
security costs. Through that case, DP&L justified jurisdictional retail fuel and purchased
power cost of over $88 million, in addition to other related cxpenses that in total
exceeded $117 million in the test period. The Stipulation in that case resulted in DP&L
being authorized to recover approximately $76 million of these expenses, or 0.5 cents per
kWh in jurisdictional retail rates related to fuel and purchased power through the RSS
rider and additional recovery for environmental expense through an Environmental
Investment Rider (“EIR”). Therefore the total amount of fuel and purchased power costs
currently being recovered in DP&L’s jurisdictional retail rates, since January 1, 2006, is
1.8 cents per kWh (EFC of 1.3 cents, plus RSS of 0.5 cents). DP&IL Witness Seger-
Lawson’s testimony provides more details regarding fuel, purchased power and fuel-
related recovery in DP&L’s standard offer rates.

The Electric Security Plan filing of which this is a part requests rate recovery
beginning April 1, 2009, for new costs associated with DP&L’s Customer Conservation
and Energy Management programs and Altemative Energy Plans that are an integral part
of its plan to comply with the energy efficiency, demand response and alternative energy
mandates of Senate Bill 221. In an effort to maintain and abide by DP&L’s current rate
plan, approved in the 2005 Case No. 05-276-EL-AIR, and to maintain current rates
through the end of 2010, DP&L is secking Commission approval to defer fuel, fuel-
related, and purchased power costs that exceed the amount currently being recovered in

rates, for the period January 1, 2009 through December 31, 2010. Specifically, DP&L
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asks to defer costs associated with the following items: fuel, fuel transportation and
handling, purchased power, chemicals and chemical transportation and handling costs
(including but not lumted to, lime or limestone, soda ash or trona, ures or ammonia and
magnesium hydroxide), gypsum disposal costs and net environmental emission
allowances costs. DP&L Witness Campbell’s testimony provides more details regarding
the specific costs and the related accounts under the Uniform System of Accounts that
would be recorded and deferred.

DP&L proposes that these incremental costs would be deferred in account 182.3,
Other Regulatory Assets. DP&L will record an additional deferral as a carrying cost
based on the Company’s cost of capital, grossed up for taxes. DP&L currently
anticipates that in its 2010 ESP filing, it will seck an effective date of January 1, 2011 to
implement a fuel and purchased power cost recovery mechanism and recovery of the
deferred costs over a 10-year period. See DP&L witness Campbell’s testimony for more
details on the accounting for this deferral.

The deferred amounts will be allocated between jurisdictional retail customers
and wholesale customers that DP&L is commitied to serve. DP&L proposes to allocate
these costs using an average cost methodology, also sometimes referred to as a “slice of
system” method or “load ratio share” method, using an appropriate kWh allocator. Costs
associated with non-jurisdictional opportunity sales will be removed and assigned to the
non-jurisdictional opportunity sales prior to the allocation and deferral. See DP&L

Witness Marrinan’s testimony for more details about the allocation methodology.
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In the Matter of the Application of

The Dayton Power and Light Company
for the Creation of a Rate Stabilization
Surcharge Rider and Distribution Rate
Increase.

Case No. 05-276-EL-AIR

QOPINION AND ORDER

The Commission, considering the above-entitled application, hereby issues its
opinion and order in this matter. !

APPEARANCES:

Faruki, Ireland & Cox, P.LL., by Charles J. Faruki and Jeffrey S. Sharkey, 500 .

Courthouse Flaza, 5.W., 10 Ludlow Street, Dayton, Ohio 45402, on behaif of Dayton Power
and Light Company.

Jim Petro, Attorney General of the State of Ohio, by Duane W. Luckey, Senior
Deputy Attorney General, by Werner L. Margard, I, Steven A. Reilly and Steven L.
Beeler, Assistant Attorneys General, 180 East Broad Street, Columbus, Ohic 43215, on
behalf of the staff of the Public Utilities Commission of Ohio.

Janine L. Migden-Ostrander, Ohio Consumers’ Counsel, by Jeffrey L. Small and
Ann M. Hotz, Assistant Consumers’ Counsel, Office of Consumers’ Counsel, 10 West

Broad Street, Columbus, Ohio 43215, on behalf of the residential consumers of Dayton
Power and Light Company. '

McNees, Wallace & Nurick, LLC, by Samuel C. Randazzo, Lisa G. McAlister and

Daniel ]. Neilsen, 21 East State Street, Columbus, Ohio 43215, on behalf of Industrial -
Energy Users-Ohio.

Craig L Smith, 2824 Coventry Road, Cleveland, Ohio 44120, on behalf of Cargill,
Inc. ‘

David C. Rinebolt, 231 W. Lima Street, Findlay, Ohio 45839, on behalf of Chio
Pariners for Affordable Energy. '

Vorys, Sater, Seymour & Pease, by M. Howard Petricoff, 52 East Gay Street, -
Columbus, Ohio 43215, on behalf of Honda of America Mfg., Inc.

This is to certify that the images appeaxing are an
accurate soil novpliste reproduction of a casas file
Gocument delivered in the regular course of busivess.

Weun_%_/_mu processed_L 2 =2 -

o0&




05-276-EL-AIR : : PR .

Q. ON:
1. RY OF THE

TheDaytonPower&lightCompany(DP&L)isapublicuﬁ]ityasdeﬁmdlnE
Section 4905.02, Revised Code, and, as such, is subject to the jurisdiction of this :
Commission.

On September 3, 2003, in Case No. 02-2279-EL-ATA et al, the Comumission
approved a stipulation (the RSP Stipulation) which extended DP&L’s market developnm
period to December 31, 2005 and provided for a rate stabilization period from January 1, :
2006 through December 31, 2008. In addition, among other terms, the RSP Stipulation |
provided that all customers would be assessed a rate stabilization surcharge (the RSS -
Rider) of up to 11 percent of the tariffed generation charges as of January 1, 2004. The RSS !
rider would permit DP&L to recover costs associated with fuel price increases or actions
taken in compliance with environmental and tax laws, regulations or court or
administrative orders, and costs associated with physical security and cyber security
relating to the generation of electricity from plants owned by DP&L and its affiliates, .
which costs are imposed by final rule, regulation or administrative or court order. The |
RSP Stipulation provided that adjustments to the RSS Rider be made by application by :
DP&L to the Commission under Section 4909.18, Revised Code. It the Matter of the '
Continuation of the Rate Freeze and Extension of the Market Development Period for the Dayton

Power and Light Company, Case No. 02-2279-EL-ATA, et al, Opinion and Order
(September 2, 2003). i

On March 1, 2005, DP&L filed a notice of intent to file an application for an increase |
in rates to establish the RSS Rider. Further, on March 23, 2005, the Commission issued an
entry establishing the date certain and test period for DP&L’s application. On Aptil 4,
2005, DP&L filed its application to increase rates. The Comunission accepted DP&L’s
application for filing by entry dated May 4, 2005.

Motions to intervene wete filed by Industrial Energy Users-Ohio (IEU-Ohio), Ohio
Partners for Affordable Energy (OPAE), the Ohio Consumers’ Counsel (OCC), Cargill, Inc.
(Cargill), and Honda of Amenca Mfg., Inc. (Honda). Those motions were granted on
September 1, 2005 and October 12, 2005.

On August 26, 2005, a written report of the staff’s investigation was filed. The staff -
concluded that, with minor adjustments, DP&L had justified an increase in the RSS Rider '
in excess of the 11 percent cap contained in the RSP Stipulation. By eniry issued on
September 1, 2005, the attorney examiner ordered that objections to the staff report be filed .
in accordance with Section 4909.19, Revised Code, which requires that objections be filed
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within 30 days of the filing of the staff report. Objections were timely filed by DP&L, the |
OCC, IEU-Ohio, Honda, OPAE and Cargill.

A public hearing was held on October 27, 2005 in Dayton, Ohio. Two witnesses’ .
testified at the public hearing:  Ellis Jacobs, on behalf of the Community Action -

Partnership of the Greater Dayton Area, and Mr. MaunceCampbell,nreddatﬂal
customer of DP&L.

On November 3, 2005, a partial stipulation was filed with the Commission by .
DP&L, Cargill, Honda and IEU-Ohio. The evidentiary hearing commenced on
November 4, 2005, during which testimony was received by witnesses on behalf of DP&L,
OPAE and the staff regarding the company’'s application and the staff report. The hearing -
continued on November 8, 2005, during which additional testimony was received by !

‘witnesses on behalf of DP&L. 'Iheheanngwas&madjoumdtoa]lowﬁorfurmer
discovery related to the stipulation.

The hearing continued on November 14, 2005 at which fime DP&L prmted
witnesses supporting the stipulation. The hearing concluded on November 15, 2005, ,
following testimony by a witness on behalf of OCC in opposition to the stipulation. :

Post hearing briefs were timely filed on November 22 by staff, DP&L, OCC, OPAE, :
IEU-Ohio and Cargill. OPAE filed its reply brief on November 29, 2005, Reply briefs were !
filed on December 1, 2005 by DP&L, OCC, IEU-Ohio and staff.

n. Y OF STIPULATION

The stipulation was intended by the signatory parties 0 resalve all oulstanding
issues in this proceeding, The stipulation includes, inter alia, the following provisions:

1.  DP&L’s rate stabilization period is extended through December 31, 2010.
2. DP&L will provide a market-based standard service offer (MBSSO) at rates ©
fixed in the stipulation throughout the extended rate stabilization period. -

3.  The 5 percent residential generation discount established in Am. Sub. Senate
Bill 3 will continue through December 31, 2008, and the 25 percent
residential generation discount provided for by the RSP Stipulation will take -
effect from January 1, 2006, through December 31, 2008.

4.  DP&L will implement an unavoidable RSS Rider equal to 11 percent of
DP&L's January 1, 2004, tariffed generation rates. -
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5.  Beginning on January 1 of each year from 2007 through 2010, DP&L will :
implement an Environmental Investment Rider (EIR) which will recover °
environmental plant investments and incremental operations and
maintenance, depreciation, and tax cosis during the rate stabilization period
and will increase each year by 5.4% of DP&L’s tariffed generation rates. All -
increases to the EIR shall be cumulative. The increases in 2009 and 2010 will
be avoidable for switching customers. DP&L would implement the EIR -
through an ATA filing, which would be subject to review by the Commission !

staff for the limited purpose of confirming that the filing implements the
rates provided for by the stipulation. '

6.  The provisions of the RSP Stipulation that were not superseded by this
stipulation will remain in effect, incduding Section IXF. of the RSP
Stipulation, which provides that the Conumission may terminate the rate :

stabilization period and trigger a competitive bidding process if market- -
based rates do not reasonably reflect the rates established by the stipulation. -

7. The Voluntary Enrollment Procedure established by the RSP Stipulation will !
continue in 2006, as provided by the RSP Stipulation, and one additional ;
time in 2007.

8.  If subsequent legislation affects the terms of the stipulation, then the parties .
will engage in good faith negotiations to comply with the legislation and :
preserve the economic benefits of the stipulation. =

0. EVALUATION OF THE STIPULATION

Rule 4901-1-30, Ohio Administrative Code, authorizes parties to Comumission
proceedings to enter into stipulations. Although not binding on the Commission, the
terms of such agreements are accorded substantial weight. See Consumers” Counsel v. Pub.

LItil, Comm., 64 Ohio State 3d 123, 125 (1992), citing Akron v. Pub. Util. Comm., 55 Ohio St.
2d 155 (1978).

The standard of review for considering the reasonableness of a stipulation has been
discussed in a number of prior Commission proceedings. See, e.g., Dominion Retail v.
Dayton Power and Light, Case No., 03-2405-EL-CSS et al., Opinion and Order (February 9,
2005); Cincinnati Gas & Electric Co., Case No. 91-410-EL-AIR, Order on Remand (April 14,
1994); Ohio Edison Co., Case Nos. 91-698-EL-FOR et al,, Opinion and Order (December
30,1993); Cleveland Electric Ilum. Co., Case No. 88-179-BEL-AIR, Opinion and Order -
(January 31, 1989). The ultimate issue for our consideration is whether the agreement,
which embodies considerable time and effort by the signatory parties, is reasonable and
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should be adopted. In considering the reasonableness of a stipulation, the Commission
has used the following criteria:

(1). Ismesetﬂmwntapmductofmbargahﬂngamgcapable.
knowledgeable parties?

(2)  Does the settlement, as a package, benefit ratepayers and the public interest? |

(3) Does the setlement package violate any important regulalmy principle or
practice?

The Ohio Supreme Court has endorsed the Comundssion’s analysis using ﬂ\ese
criteria to resolve issues in a manner economical to ratepayers and public utilities. Indus.
Energy Consumers of Ohio Power Co. v. Pub. LItil. Contm., 68 Ohio St. 3d 547 (1997) {quoting
Consumers’ Counsel, at 126). The Court stated in that case that the Commission may place -
substantial weight on the terms of a stipulation, even though the sﬂpulatimdoesnnthmd i

the Commission.

€y

hmwledge;able parties?

OCC argues that the signatory parties are capable, knowledgeable parties who have
breached their obligations under the RSP Stipulation. OCC further asserts that the
stipulation is not the result of serious bargaining among capable, knowledgeable parties
because the signatory parties did not include all of the signatory parties to the RSP
Stipulation approved in Case No. 02-2779-EL-ATA. Finally, OCC argues that this
stipulation cannot alter the RSP Stipulation without the agreement of all of the a;gmlm-y
parties to that stipulation (OCC brief at 12-13).

OPAE states that the issue is not whether the proposed settlement involved capable -
and knowledgeable parties; instead, OPAE argues that signatory parties lacked diversity -
of interests. OPAE concludes that the stipulation represents an accommodation among
three self-interested parties which excludes significant consumer groups (OPAE brief at 2-
3). In its reply brief, OCC concurred with OPAE'’s argument, noting that only two of the
six parties to the RSP Stipulation alsa signed the stipulation in this case (OCC reply at 6).

DPé&L notes that, although its witness testified that the stipulation was the product
of serious bargaining among capable, knowledgeable parties, OCC's witness conceded
that he did not offer an opinion on this issue (DP&L brief at 5-6; Tr. II at 20-21).
Therefore, DP&L argues that based upon the evidence presented at the hearing, it is
undisputed that this criterion is established. In its reply brief, DP&L argues that the
Commigsion has rejected the proposition that this criterion is satisfied only if a
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representative of each customer class signs the proposed stipulation (DP&L reply at 2, :
quoting Dominion Retail v. Dayton Power and Light, supra, at 17).

The Commission has previously held that it will not require any individual party’s
approval of stipulations in order to meet the first criterion of our three-prong standard of :
review. Dominion Retail v, Dayton Power and Light, at 18. In considering whether there |
was serious bargaining among capable and knowledgeable parties, the Commission
evaluates the level of negotiations that appear to have occurred and takes notice of the
experience and sophistication of the negotiating parties. In this case, it is dear from the
record that all parties participaied in negotiations, Neither OCC nor OPAE argue that
they were kept away from the negotiating table. The signatory parties all routinely !
participate in complex cases before the Commission and are all represented by counsel .
who practice before the Commission on a regular basis. Moreover, although no parties '
representing residential consumers signed the stipulation, the signatory parties do
represent & diversity of interests including the utility and industrial and commercial -
consumers as well as a competitive retail electric service provider. Therefore, the
Commission finds that the first prong of the test is met by the stipulation.

(2)  Does the settlement, as 2 benefit ra and blic in

DP&L argues that the stipulation provides below-market prices and that the
stipulation protects its standard service offer customers from volatility and rate shock
(DP&L brief at 7-9). DP&L argues that there is no dispute that the stipulation will provide

residential customers $262 million in savings versus projected market rates from 2006
through 2010 (id. at 8).

Moreover, DP&L states that the stipulation will promote competition. According to |
DP&L, conducting Voluntary Enroliment Procedure (VEP) one additional time in 2007 will -
promote competition (DP&L brief at 9). - Moreover, the fact that the increases in the EIR
for 2009 and 2010 are avoidable will increase the shopping credits and promote °
competition. Finally, DP&L argues that shopping customers impose costs on DP&L ;
because of its statutory provider of last resort obligation. DP&L argues that the value of -
these costs substantially exceeds the unavoidable portions of the rate stabilization charge
and the EIR. In support of this, DP&L cites the testimony of its witness Sirtmk, who
testified that the right of switching customers to return to DP&L’s MBSSO is equivalent to
granting customers a financial option to purchase generation from DP&L at a fixed price .
(id. at 10-13; DP&L Ex. 13C at 24). According to DP&L, Mr. Strunk’s testimony
established that the value of this option provided to switching customers substantially -
exceeds the price of the unavoidable portions of the rate stabilization charge and the EIR
(DP&L brief at 13; DP&L Ex. 13C at 6). Therefore, DP&L argues that the stipulation
promotes competition because the stipulation does not require switching customers to pay
full value for their ability to return to the MBSSO.
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IEU-Ohio argues that the stipulation will benefit customers, CRES providers and

DP&L by eliminating the uncertainty on issues regarding price and reliability of supply |

for the period after December 31, 2008. IEU-Ohio states that the stipulation protects

DP&L's customers from price volatility and potential price increases that may occur if the -
rate stabilization period ends on 31, 2008. IBU-Ohio acknowledges that :
customers will see higher prices on total bill than they would have under the RSP -
Stipulation; however, such increases are a result of known, measurable and justifiable .

increases in costs beyond the control of DP&L (IEU-Ohio brief at 5).

QCC states that, unlike many other stipulations approved by the Commission, the

stipulation provides a complex solution to a simple compliance case and that the signatory
parties propose to disturb a settlement that resolved the complex legal issues in Case No.

02-2279-EL-ATA (OCC brief at 13). Citing the testimony of its expert witness, OCC argues

that residential customers would pay in excess of $20 million more under the stipulation

compared with the RSP Stipulation (OCC Ex. 1B at 56). OCC alleges that the average

generation rate, using DP&L‘s market forecasts, would be a mere 0.36 percent above that |

proposed in the stipulation (id. at 14-15.) Further, OCC argues that the fact that the new

charges are unavoidable would make it impossible for 2 marketer to compete with only :

the avoidable portion of DP&L’s generation rate (id. at 16.)

OPAE contends that the stipulation fails to benefit ratepayers and that the
stipulation is not in the public interest. OPAE argues that the stipulation raises customer

rates above those contemplated by the RSP Stipulation. On the other hand, OPAE states :
that the benefit of protection of customers from a volatile market is unproven and :
speculative (OPAE brief at 57). OPAE further argues that the stipulation makes
generation-related charges unavoidable despite the fact that such charges should be :
included as part of DP&L’s market-based standard service offer (id. at 8-9). Finally, OPAE '

argues that, under the provisions of Am. Sub. Senate Bill 3, it is unreasonable and .

unlawful to charge customers for environmental compliance costs associated with
generation (id. at 10-11).

The stipulation presented in this case would extend the rate stabilization plan
approved by the Comumission in Case No. 02-2279-EL-ATA. Therefore, in determining -

whether this settlement, as a package, benefits ratepayers and the public interest, the

Conunission will be guided by the three goals the Commission set forth for the rate -
stabilization plans: (1) rate certainty for customers; (2) financial stability for the utility; and :

{3) the further development of competitive markets. In the Matter of the Application of The
Cincinnati Gas & Electric Company to Modify its Nonresidential Generation Rates to Provide for
Market-Bases Standard Service Offer Pricing and to Fstablish an Alternative Competitive-Bid

Service Rate Option Subsequent to the Market Development Period, Case No. 03-93-EI-ATA,
Opinion and Order (September 29, 2004} at 15.
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Although DP&L alleges a $262 million savings to residential consumers as the

result of stipulation, the Commission finds that the comparison between rates 0 be paid

under the stipulation and projected market rates from 2006 through 2010 is not the -

televant comparison for the review and evaluation of the stipulation filed in this case, The

RSP stipulation, which was approved by the Commission, establishes the price to be -
offered customers from 2006 through 2008, unless and until otherwise ordered by this

Commission. Therefore, the proper comparison is between: {1) the price residential
customers would pay from 2006 through 2008 under the RSP stipulation plus projected

-market prices in 2009 and 2010, and (2) the prices for 2006 through 2010 provided urxler

the stipulation filed in this case. According to OCC’s witness Haugh, the total generation

revenue paid by residential customers under this comparison is substantially equal; under °
both scenarios, residential customers would pay $1.66 billion from 2006 through 2010 °
(OCC Exhibit 1b, Sdteduleml-l-l SmnolandSea\ariolﬂ,Schedulehm-Ia and

Schedule MPH-5).

Nonetheless, the Commission’s review cannot end with this comparison. The
projected market prices for 2009 and 2010 are simply projections. According to the

testimony at the hearing, it is undisputed that the current markets for power for 2009 and *
2010 are not liquid and that this lack of financial liquidity makes such markets difficult to *

predict (Tr. III at 24). The Commission finds that there is significant value in providing -
predictable, stable rates for 2009 and 2010 rather than relying on projected market rates. :
Because of the unpredictable nature of the market for 2009 and 2010, the Comenission finds .

that, although it is difficult to quantify the value of stable, predictable rates precisely, the
known rates do have value for customers. Further, the Commission notes that DP&L’s
witness Shrunk testified that the value was consistent with that provided by an option
purchased in the futures market (DP&L Ex. 13C at 2, 6). Moreover, this value is enhanced
because the Commission retains the authority to terminate the rate stabilization period, at

any time, in the event that market rates are substantially below the prices provided for by -

the stipulation (Signatory Parties Ex. 1 at 6; OCC Ex. 2 at 14-15. See also, Dayton Power and
Light Company, Case No. 02-2279-E1-ATA at 26-27).

Moreover, the Commission must review the settlement package for benefits to all :

ratepayers and the public interest. No commercial and industrial customers have opposed

the stipulation. Instead, representative of commercial and industrial customers are

signatory parties to the stipulation and these parties agree that the stipulation benefits -
ratepayers by eliminating uncertainty and providing for stable, predictable rates through

2010.
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Therefore, the Commission finds that the stipulation, as presented, meets the first '
goal for rate stabilization plans: the stipulation provides rate certainty to customers for the
period January 1, 2006 through December 31, 2010. The second goal established by the
Commission for rate stabilization plans is to provide financial stability for the utility. -
Cincinnati Gas and Electric Co., Case No. 03-93-EL-ATA at 15. The testimony of DP&L
witness Seger-Lawson established that the increases in the EIR provided for by the
stipulation should recover revenues of $374,318,805 between January 1, 2006, and
December 31, 2010 (DP&L Ex. 11F, Attachment A). The Commdssion finds that this .
revenue should provide financial stability to the utility by recovering environmental

compliance costs incurred by DP&L and thus meets the second goal for rate stabilization
plans. :

Nonetheless, the Commission is concerned by the impact of the stipulation on °
competition. The third goal for rate stabilization-plans is to further the development of -
competitive markets. Cincinnati Gas and Electric Co., Case No. 03-93-EL-ATA at 15. The
Commission notes that, as presented, the stipulation provides that the increases to the EIR
scheduled for 2009 and 2010 are avoidable. The Commission believes that the entire EIR
should be avoidable to customers who shop for the duration of the stipulation. Making
the entire EIR avoidable would promote competitive markets by increasing the shopping
credit to customers who switch to competitive provider. Therefore, the Commission will |
modify the stipulation to provide that all increases in the EIR be avoidable from 2007 :
through 2010. The Commission finds that, as modified, the stipulation meets the goal of -
promoting the development of competitive markets.

In addition, the Commission believes that the stipulation does not specifically
address whether DP&L is committed to financially support the Voluntary Enroilment
Procedure (VEP). At the hearing, DP&L’s witness Segar-Lawson testified that DP&L is
committing the resources to support VEP in the amount of $500,000 per year (Tr. IIl at 139- -
140). Therefore, in order to clarify this provision of the stipulation, the Commission orders
DP&L to commit up to $500,000 to support VEP in 2007, in addition to the funds already .
committed to support VEP in 2006 by the RSP Stipulation.

The Commission finds that the value of extending stable, predictable rates through
2010 is a significant benefit to ratepayers and the public interest and that such valve -
outweighs the burden of the increased rates. Moreover, the Commission finds that the
stipulation, as modified, meets the three goals established by the Commission for rate
stabilization plans. Therefore, upon careful consideration of the record in this proceeding,
the Commission finds that the stipulation, as a package and as modified by the
Commission, benefits ratepayers and the public interest.




.
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The OCC argues in its post-hearing brief that approval of the stipulation would
violate important regulatory principles and practices. Speu.fical.ly, OCC argues that the .
stipulation is a collateral attack on the Commission’s order approving the RSP stipulation
in Case No. 02-2279-EL-ATA and is therefore illegal (OCC brief at 16-17). Purther, OCC ;
argues that the settement package violates DP&L’s tariffs (id. at 18-20). Finally, OCC
argues that approval of this stipulation undermines the settlement process (id. at 20-21).

DP&L asserts that the stipulation does not violate any important regulatory
principles or practices. DP&L argues that the stipulation provides market-based rates and
provides for competitive bidding through the vohmtary enrollment process {DP&L brief at :
25-26). Moreover, DP&L. argues that the stipulation is not barred by the doctrine of °
collateral estoppel because several important facts and events have occurred sinoce the RSP !
stipulation was approved by the Commission. DP&L states that, although the RSP -
Stipulation included several provisions designed to promote competition, there has been
very little customer switching to competitive providers since the Commission :
the RSP Stipulation; DP&L cites to undisputed testimony at the hearing that only 0.03
percent of its load have switched to competitive providers unaffiliated with DP&L (id. at *
26-27; DP&L BEx. 11E at 3). Moreover, DP&L argues that fuel and environmental cost
increases have greatly exceeded expectations at the time the RSP Stipulation was
approved, noting that the staff report demonsirates that the increase in such costs

exceeded 11 percent in the first year of the RSP Stipulation alone (DP&L brief at 27; Staff
Ex. 2, Schedule A-1).

The Commission finds that the stlpulatmn does not represent an improper collateral :
attack on the Commission’s order approving the RSP Stipulation in Case No. 02-2279-EL- °
ATA. The Commission finds that, basednponthemdmmthemrdmttns;
proceeding, the competitive market in DP&L’s service territory has not developed as the | u
Commission expected when it approved the RSP Stipulation. According to the testimony |
at hearing, only 0.03 percent of DP&L’s total load has switched to a compelitive supplier ;
not affiliated with DP&L (DP&L Ex. 11E at 3). In addition to this testimony, the | |
Commission notes that, in 2005, there were four rounds of competitive bidding under the |
Voluntary Enrollment Program and that none of the rounds of competitive bidding :
produced a single bidder (In the Matter of the Commission’s Selection of Generation Providers :
for The Dayton Power and Light Company’s Voluntary Enrolbment Procedure, Case No. 05-302-
EL-UNC, Reports of the VEP Oversight Group dated March 8, 2005, May 12, 2005, July 7, -
2005, and August 31, 2005). Similarly, the Commission finds that the record in this -
proceeding demonstrates that fuel and environmental costs vastly exceeded the
Commission’s expectations at the time the RSP Stipulation was approved. The ;
Commission believes in the precedential value upon all of its prior decisions, induding the °
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decision to adopt the RSP Stipulation in Case No. 02-2279-EL-ATA; however, in light of -
the changed circumstances enumerated above, the Commission finds that extension and

modification of the RSP Stipulation is clearly needed. Consumers’ Counsel ». Pub. Uiil,
Comm. (1984), 10 Ohio State 3d 49. : '

The Cormmission finds that the stipulation does mnot violate any mportant.
regulatory principles or practices. OCC alleges that the “settlement package” viclates
DP&L’s tariff. At the hearing, the OCC elicited testimony from DP&L's witness Seges-
Lawson that DP&L had offered to waive the tariff provision requiring sixty days notice to |
return to its standard offer service for Cargill and Honda (Tr. 11T at 104-107). The OCC .
believes that such waivers are improper and, therefore, the “settlement package” violates
DP&L's tariffs. The Commission notes that DP&L's witness Segar-Lawson also testified at
the hearing that DP&L will apply the waiver in a non-discriminatory fashion to any
similarly situated customer- {id. at 107). -To the extent that OCC or any other party believes
that DP&L has applied such waiver in a discriminatory fashion, they may file a complaint -
with the Commission under Section 4905.26, Revised Code. However, the Commission -
finds that this waiver is not part of the stipulation presented to the Commission for review -
and, therefore, is not relevant to this proceeding. :

IV. RATE STABILIZATION SURCHARGE RIDER

The stipulation proposed a RSS Rider amounting to 11 percent of DP&L tariffed
generation rates as of January 1, 2004, The staff recommended that DP&L be authorized to
increase its revenue by $76,250,127, an increase of 11 percent over current generation
revenue and of 7.30 percent over total current revenue (Staff Ex. 2 at 2; Staff Ex. 3 af 2).
Adding the increase of $76,250,127 to the test-year revenue of $1,043,610,976 produces a :
new pro forma revenue total of $1,119,817,954. '

The Commission finds the recommended increase of $76,250,127 in revenue to be
fair, reasonable and supported by the record and, therefore, will authorize DP&L to
implement the RSS Rider proposed by the stipulation. :

V.  TARIFES

As part of its investigation in this proceeding, the staff reviewed the proposed tariff :
provisions for the RSS Rider, including the methodology used to calculate the rates to be -
included in the RSS Rider and the placement of the rider in DP&L’s Distribution Service -
Tariff, and has recommended that they be approved by the Commisgion. The tariffs filed
by DP&L do not reflect the 2.5 percent generation reduction for residential customers
provided in the stipulation. The Commission directs DP&L to make this adjustment in the -
final tariffs. Otherwise, the Commission finds that the taxiffs filed on April 4, 2005, are
reasonable, and they will be approved by the Commission.

[
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V1. OTHERISSUES

OCC objected that the staff report failed to require DP&L to reduce its generation -
rates for residential customers by the additional 2.5 percent provided for by the RSP
Stipulation, as modified by the Commission. The OCC states that the Commission had -
ruled, in adopting the RSP Stipulation, that the additional 2.5 percent reduction will take
effect if “insufficlent competition” has been experienced in the DP&L service tetritory .
(OCC brief at 6-7). OCC notes the testimony of its witness Haugh, who testified that
residential competition has not developed in areas served by DP&L (OCC Ex. 1-A at 11).
Because the stipulation includes the additional 2.5 percent reduction in generation rates .
sought by the OCC, the Commission finds that, in light of our adoption of the modified
stipulation in this case, the OCC's objection is moot. ‘

OCC objected to the staff report’s conclusion that the placement of the RSS Rider in
the company’s Distribution Service Tariff is reasonable. OCC argnes that DP&L agreed in
the RSP Stipulation that the RSS is a generation charge and that the tariffs should conform
to that agreement (OCC brief at 9). In the staff report, the staff concluded that, since the
rider is unavoidable, its placement in the Distribution Service Tariff is reasonable (staff -
report at 27). The Commission agrees with the staff’s conclusion that placement of the -
rider in the Distribution Service Tariff reduces confusion as to whether the charges are .
avoidable; therefore, the Commission finds that this objection should be denied.

Finally, OCC objected to the failure of the staff report to evaluate DP&L's
application for compliance with the requirements of Section 4909.18, Revised Code. Staff
argues that OCC has failed to identify with any particularity either DP&L's or the staff's
failure to comply with such requirements (staff brief at §; staff reply at 3). Further, staff .
argues that the process for adjusting the RSS Rider was set forth in the RSP Stipulation, of :
which the OCC was a signatory party. Staff notes that the Commission specifically found
that the RSS mechanism was “reasonable and legally sustainable”. (id. at 4, quoting Dayion .
Power and Light, Case No. 02-2279-EL-ATA at 28) and that this finding was upheld by the -
Supreme Court in Constellation NewEnergy, Inc. v. Pub. UH]. Comm’n, (2004) 104 Ohio St. 3d
330, 539. Finally, the staff notes that, in this proceeding, the Commission has granted to
DP&L waivers of a number of the Commission’s Standard Filing Requirements {(staff reply
at 5; Entry (March 23, 2005)). The Commission finds that the RSP Stipulation dearly stated
that adjustments to the RSS Rider should be made by application of the company under
Section 4909.18, Revised Code, and that the parties intended that such application be

limited to the rider only, rather than a general mate proceeding., Therefore,
Commission finds that OCC objection should be denied. ‘
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OPAE objected to the failure of the staff report to require DP&L to provide
increased funding for energy efficiency services to low-income customers. OPAE believes
that such services could mitigate the impact of the rate increases resulting from the
stipulation. OPAE cites to the testimony of its witness Donnellan, the chief executive
officer of the Community Action Partnership of the Greater Dayton Area, who testified for
theneedforSlnulhonmﬁmdmgforthesemwces(OPAEbﬁefatm] :

i

DP&L disagrees with OPAE's objecion. DP&L argues that past contributions of '
funds by DP&L for energy efficiency funding occurred in the context of settlements and
that OPAE declined to participate in the settlement in this case. DP&L also argues that °
witness Donnellan provided no basis for arriving at the $1 million figure for funding .
energy effidlency programs and that witness Donnellan provided no plan on how his |
organization would spend these funds (DP&L brief at 21). The staff also disagreed with !
OPAE's objection. The staff argues that the RSS Rider sought in this proceeding was !
previously authorized subject to review and verification, by the Commission in the RSP
Stipulation and that there was no provision in that case for the funds recommended by
OPAE (staff brief at 6). Therefore, the staff concludes that such funding is beyond the .
limited scope of this proceeding (#d. at 6-7; staff reply at 9).

The Commission will not order DP&L to provide such funding at this time. The - :
Commission believes that, absent a provision in the stipulaticn, the question of funding for N
energy efficiency programs is properly left to general rate cases. Although, as '
for in the RSP Stipulation, this case was brought pursuant to Section 4909.18, Rev:sed :
Code, the scope of this proceeding remains a limited one, and the Commission finds that -
OPAE’s recommendation is outside of the scope of this proceeding and its objection
should be denied. :

Although the stipulation purports to have resolved all outstanding issues in this -
proceeding, there are a number of objections to the staff report which have not been .
addressed on brief or withdrawn. To the extent that any such objection is not specifically

addressed in this opinion and order, the Commission finds that the objection should be :
denied.

FINDINGS OF FACT AND CONCLUSIONS OF LAW:

(1) DP&L is an electric light company within the meaning of
Sections 4905.03{A)X4) and 4928.01(A)(7), Revised Code, and, as
such, isapubhcutihtyas defined by Section 4905.02, Revised

Code, subject to the jurisdiction and supervision of the
Commission.
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2)

®
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(5)

(6)

()

(8)

)
(10)

1

(12)

On March 1, 2005, DP&L filed a notice of intent to file an
application for an increase in rates to be charged. In that
notice, DP&L requested a test period beginning October 1,
2004, and ending September 30, 2005, and a date certain of
March 31, 2005.

DP&L's application was filed pursuant to, and this
Commission has jurisdiction over the application under, the

. provisions of Section 4909.18, Revised Code. The application

complies with the requirements of this statute.

Byeﬁh'yofMarmza,zms, the Commission approved the
requested test year and date certain.

On April 4, 2005, DP&L filed its application for an increase in

rates. By entry dated May 4, 2005, the Commission accepted
DP&L’s application for filing,

Intervention was granted to: the Ohio Consumers’ Counsel;
Industrial Energy Users-Ohio; Ohio Partners for Affordable
Energy; Cargill, Inc.; and Honda of America Mfg., Inc.

A motion was granted to admit David C. Rinebolt to practice
pro hac vice on behalf of OPAE,

On August 26, 2005, staff filed its written report of
investigation with the Commission. Objections to the staff
report were filed by several parties.

A prehearing conference was held on October 6, 2005.

The local public hearing was held on October 27, 2005,
pursuant to published notice. Two public wiinesses gave
unsworn testimony.

The evidentiary hearing commenced on November 4, 2005, and
continued on November 8, 2005, November 14, 2005, and
November 15, 2005.

On November 3, 2005, a stipulation which pui'porls to resolve

all of the issues raised by these proceedings was filed by four
parties.

hea W P e pem—
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(13)

(14)

(15)

(16)

(17)

(18)

The ultimate issue for the Commission’s consideration is
whether the agreement, which embodies considerable time and
effort by the signatory parties, is reasonable and should be
adopted. In considering the reasonableness of the stipulation,
the Commission has used the following criteria:

(@)  Is the settlement a product of serious bargaining among
capable, knowledgeable parties?

(b)  Does the settlement, as a package, benefit ratepayers and
the public interest?

{¢) Does the settlement package violate any lmporl:ant
regulatory principle or practice? —

The stipulation was the product of serious bargaining among
capable, knowledgeable parties representing a diversity of
interests including the utility and industrial and commercial

consumers as well as a competitive retail electric service
provider.

As modified by this Opinion and Order, the stipulation, as a
package, benefits ratepayers and the public interest. The
stipulated resolution of this case is for many reasons
advantageous and meets the three goals established by the
Commission for the consideration of rate stabilization plans.

The stipulation does not violate any important regulatory
principles or practices. In light of the changed circumstances
since the approval of the RSP Stipulation, extension and
modification of the RSP Stipulation is dlearly needed.

The stipulation submitted by the parties is reasonable and, as
indicated herein, shall be adopted as modified by the
Comunission,

DP&L is authorized to implement the RSS Rider to increase its
revenue by $76,250,127, an increase of 11 percent over current
generation revenue and of 7.30 percent over total current
revenue, This RSS Rider is fair, reasonable and supported by
the record in this proceeding.
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ORDER:

ORDERED, That the stipulation presented in these proceedin@ be adopted as
modified by the Commission. tis, further,

ORDERED, That the application of The Dayton Power and Light Company for -

auﬂwntymmeaseltsramsanddxargesbrserﬁoemgrantedwﬂwextmtpmmdedm
this opinion and order. Itis, further

ORDERED, That DP&L is authorized to file in final form four complete, printed :
copies of tariffs consistent with this opinion and order, and to cancel and withdraw its
superseded tariffs. One copy shall be filed with this case docket, one copy shall be filed :
with the applicant’s TRF docket and the remaining two copies shall be designated for .
distribution to the Rates and Tariff Division of the Commission’s Utilities Department.

The applicant shall also update its tariffs previously filed electronically with the
Commission’s docketing division. It is, further,

ORDERED, That the effective date of the new tariffs shall be a date not earlier than :
both January 1, 2006, and the date upon which four complete, printed copies of final tariffs -
are filed with the Commission. The new tariffs shall be effective for services rendered on :
or after such effective date. Itis, further, :

ORDERED, That DP&L shall notify all affected customers of the tariff changes via a
bill message or a bill insert within 30 days of the effective date of the tariffs. It is, further,
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ORDERED, That a copy of this entry be served upon all parties of record.
THE PUBLI ITIES COMMISSION OF OHIO

R. Schriber, Chairman

Shael e

da Hartman Fergus

Clarence D. Rogers, Jr.

A
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Entered in the Journal
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Reneé . Jenkins
Secretary
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TLE g,

BEFORE 0 @ﬁw .
THE PUBLIC UTILITIES COMMISSION OF OHIO Vg o,
In The Matter of the Application of the :  CaseNo.05-276-EL-AIR F’O %3
Dayton Power and Light Company for the :

Creation of A Rate Stabilization Surcharge : Attorney Examiner: Gregory A. Pnp
Rider and Distribution Rate Increase :

STIPULATION AND RECOMMENDATION

Ohio Administrative Code Rule 4901-1-30 provides that any two or more parties
to a proceeding may enter into & written stipulation covering the issues presented in that
proceeding. This Stipulation and Recommendation ("Stipulation”) sets forth the understnding
of the parties that have signed below (the "Signatory Parties”). The Signatory Parties
recommend that the Public Utilities Commission of Ohio ("Commission™) approve and adopt, as
part of its Opinion and Order, this Stipulation which will resolve gll of the issues in the ebove-
captioned proceeding.

This Stipulation is a product of lengthy, serious, arm's-length bargaining among
the Signatory Parties (who are capable, knowledgeable parties) with the participation of the
Commission’s Staff, which negotiations were undertaken by the Signatory Parties to setile this
proceeding, This Stipulation was negotiated among all parties to the proceedings and no party
was excluded from negotiations. This Stipulation is supporied by adeuate data and information;
as a package, the Stipulation benefits customers and the public interest; promotes effective
competition and the development of a competitive marketplace; represents & just and reasonsble
resolution of all issues in this proceeding; violates no regulatory principle or practice; and

complies with and promotes the policies and requirements of Ohio Rev. Code Chapter 4528.

This is to cartify that the inages appearing are an
accuxace and complete zeproduction of a case tile
docunent dsliversed in regular couxse of business. o

Dechni o Processed_J/= R -0




While this Stipulation is net binding on the Commission, it is entitled to careful consideration by

the Commission, where, as here, it is sponsored by parties representing a wide range of interests;

WHEREAS, in 1999, the Ohio General Assembly passed Am. Sub. Senate Bill 3,

which deregulated electric generation service in Ohio;

WHEREAS, Senate Bill 3 states that it is the policy of the State to: (1) "[e]nsure
the availability to consumers of adequate, reliable, safe, efficient, nondiscriminatory, and
reasonably priced retail electric service™; and (2) "[¢]nsure the availability of unbundled and
comparable retail electric service that provides consumers with the supplier, price, terma,
canditions, and qualify options they elect to meet their respective needs” (Ohio Rev. Code
§ 4921.02(A) & (B));

WHEREAS, Senate Bill 3 provides that utilities would have a five-year market
development period ("MDP"), designed to provide stable prices to consumers while competition

is given time to develop;

'WHEREAS, DP&L filed an Electric Transition Plan ("ETP") (Case No. 99-1687-

EL-ETP) as required by Senate Bill 3;

WHEREAS, the parties to DP&L's ETP proceeding expected competition and
stable prices to develop rapidly in DP&L's service territory, and therefore, the parties entered a
Stipulation and Recommendation ("ETP Stipulation") that established a three-year MDP for
DP&L;

WHEREAS, competition and stable prices did not develop as anticipated, and
DP&L therefore filed an application at the Commission in which DP&L asked the Conmmission




to extend DP&L's MDP to last the full five years permitied under Senate Bill 3 (Case No. 02-
2779-EL-ATA);

WHEREAS, the parties to that case entered a Stipulation and Recommendation
("RSP Stipulation™) designed to provide stable rates through 2008, in part by extending DP&L's
MDP until 2005 and by creating a Rate Stabilization Period ("RSP") through 2008;

WHEREAS, the RSP Stipulation permits DP&L to implement a Rate
Stabilization Surcharge ("RSS") during the RSP (i.e., from 2006-2008), which permits DP&L to
recover increases in fuel, environmental, security and tax costs, subject to a limit equal to 11% of

DP&L's January 1, 2004 generation rate;

WHEREAS, since the RSP Stipulation was signed, market prices for fuel have
increased substantially and stringent environmental restrictions have been imposed by the United
States Environmental Protection Agency, which have resulted in substantial increases in costs for

DP&L and are expected to result in substantial additional future cost increases for DP&L;

WHEREAS, DP&L has filed an epplication to implement the RSS, which

establishes that DP&L has allowable cost increases in excess of the 11% limit;

WHEREAS, the Commission's Staff has prepared a Staff Report of Investigation,
which found that DP&L has incurred allowable cost increases in excess of the 11% limit;

WHEREAS, the increased fuel costs, environmental restrictions and lack of new
generation sources affect the market price of power, and the parties anticipate that market rates in

2009 and 2010 will be well above DP&L's current generation rate;




WHEREAS, customers would face rate shock if DP&L's RSP were permitted to

end after 2008 and customers were required to pay the forecasted market rates in 2009 and 2010;

WHEREAS, it is in the best interests of DP&L and its customers to enter into an
agreement that will provide stable prices hrongh 2010, to allow the marketplace additional time

1o develop and to protect consimers from volatile market prices and rate shock,

For the purposes of resolving all issues raised in this proceeding, the Signatory

Partics stipulate, agree and recommend as follows:

L THE RATE STABILIZATION PERIOD

A, The Rate Stabilization Period: DP&L shall have a Rate Stabilization
Period ("RSP") that starts on Jannary 1, 2006 and extends to December 31,
2010. |

B. DP&L's Market-Based Standard Service Offer:

1. During the RSP, DP&L shall provide a market-based standard
service offer ("MBSSO") pursuant 10 Ohio Rev. Code
§ 4929.14(A).

2 The 5% residential discount established in Senate Bill 3 and the
2.5% residential discount agreed to in the RSP Stipulation shall

continue through 2008.

3. The matket-based rates to be charged by DP&L during the RSP are

set forth on Attachment A.




C. Rate Stabilization Charge

1.  Beginning on January 1, 2006 and continuing throughout the RSP,
DP&L shall be entitled to charge a Rate Stabilization Charge
("RSC") to compensate DP&L for providing stebilized rates for

customers and Provider of Last Resort service.

2. The RSC shall equal 11% of DP&L's January 1, 2004 tariffed
generation rates. The RSC shall be a one-time 11% increase and

shall be unavoidable.
3. The RSC rates to be applicable are set forth on Attachment B.

D. The Environmental Investment Rider

1. Starting on January 1, 2007, DP&L shall be entitled to recover an
Environmental Investment Rider {("EIR™) to recover environmeninl
plant investments and incremental O&M, depreciation and tax

costs during the RSP.

A Starting on January 1 of cach year from 2007 through 2010, the
EIR shall increase by 5.4% of DP&L's January 1, 2004 tariffed

generation rates. All increases to the EIR shall be cumulative.

3. A portion of the EIR will be avoidable for switching customers, as
follows: 100% of the 5.4% increase in 2009 and 100% of the 5.4%

increase in 2010 will be avoidable.




|

4. The EIR rates to be paid by switching and MBSSO customers for
2007 through 2010 are set forth on Attachment C.

J. The EIR shall be implemented through an ATA filing to be made
by DP&L no later than three (3) months before the EIR is
scheduled to be increased each year. The Commission's Staff shall
review DP&L's filing for the limited purpose of confirming that

the filing implements the rates set forth on Attachment C.

The RSP Stipulation: As market conditions have changed, this
Stipulation supersedes Section [X.A, D, B and G of the RSP Stipulation.
Section IX.C of the RSP Stipunlation ends December 31, 2008. The
remaining provisions of RSP Stipulation § IX continue in effect for the

period identified in Scction LA of this Stipulation.

Yoluntary Enrollment Procedure ("VEP"): DP&L agrees to condoct a
VEP bidding process one time in 2006 and cne time in 2007. The VEP
bidding process shall be conducted in the same manner that the VEP
bidding process was conducted in 20035.

Subsequent Legislation: The parties recognize that subsequent
legislation in Ohio may be enacted that affects the rates, terms, and
conditions of this Stipulation. In such evemt, the Company and Signatory
Parties, through good faith negotiations, will comply with the
subsequently-enacted legislation by amending this Stipulation to the extent




necessary, while endeavoring to preserve the respective benefits of the

compromises reached herein, subject to Commission approval.

1. OTHER C

A.

In arm's-length bargaining, the Signatory Partics have negotiated terms
and conditions that are embodied in this Stipulation. This Agreement
involves a variety of difficult, complicated issues that would otherwise be
resolved only through expensive, complex, protracted litigation, This
Stipulation contains the entire Agreement among the Signatory Parties,
and embodies a complate settlement of all claims, defenses, issues and
objections in these proceedings. The Signatory Parties agree that this
Stipulation is in the best interests of the public and of 2ll parties, and urge

the Commission to adopt it.

The Signatory Parties agree that the evidence in this matter supports the
reasonableness of the Stipulation, as that evidence supported a range of
positions and possible ovicemes, and the Stipulation is within the range of
outcomes supported by the evidence.

All Signatory Parties, other than DP&L, are withdrawing without
prejudice, and consistent with this Stipulation, their fled testimony and
objections to the Staff Report.

This Stipulation i5 a consensus among the Signatory Parties of an overall

approach to rates. It is submitted for the purposes of this case alone and
should not be understood to reflect the positions that an individual

7




Signatory Party may take as to any indiviiual provision of the Stipulation
standing alone, nor the position a Signatory Party may have taken if all of
the issues in this proceeding had been litigated, Nothing in this
Stipulation shall be used or construed for any purpose to imply, suggest or
otherwise indicate that the results produced through the gompronﬁse
reflected herein represent fully the objectives of any Signatory Party. This
Stipulation is submitted for purposes of this proceeding only, and is not
deemed binding in any other proceeding, except as expressly provided
herein, nor is it to be offered or relied upon in any other procecdings,
except as necessary 1o enforce the terms of this Stipulation. As with such
Stipulations reviewed by the Commission, the willingness of Signatory
Parties to sponsor this docurnent cutrently is predicated on the

reasonablencss of the Stipulation taken as a whole.

The Signatory Parties agree to, and imtend to support, the reasonabieness
of this Stipulation before the Commission and in any appeal from the
Cormmission's adoption or enforcement of this Stipulation,

The Signatory Parties agree that if the Commission rejects all or sny part
of this Stipulation, or otherwise materially modifies its terms, any
Signatory Parties shall have the right within thirty (30) business days of
the Commission's Order, cither to file an application for rehearing or to
terminate and withdraw from the Stipulation by filing a notice with the
Commission. If not fully adopted by the Commission or if rejected by the

Supreme Court of Ohio, the Stipulation shail not prejudice any positions




taken by any party or any issue before the Commission in any other

proceeding and shall not be admissible evidence in this or any other

proceeding, If not fully adopted by the Commission, if rejected by the

Supreme Court of Ohio or if modified by the Ohio General Assembly,

within ten (10) days the Signatory Parties shall make a good faith effort to

preserve the essential economic relationships established according to the

Stipulation.

IN WITNESS THEREQF, the undersigned parties agree to this Stipulation and

Recommendation as of this 3rd day of November, 2005. The undersigned parties respectfuily

request the Commission to issuc its Opinion and Order approving and adopting this Stipulation.

THE DAYTON POWER AND LIGHT
COMPANY

By Q/M;i é %‘__ué’
Charles J. Faruki

HONDA OF AMERICA MFG., INC.

By QU2

M. Howard Petricoff

INDUSTRIAL ENERGY USERS-OHIO

By ?s:i %Z{Zj:feﬂ’

Rand

CARGILL, INCORPORATED

By

Craig L Smith




taken by any party or any issue before the Commission in sy other

proceeding and shall not be admissible evidence iv this ot any other
proceeding. 1 not fully adopted by the Commission, if rejected by the
Supreme Court of Ohio or if modified by the Ohio Genersl Assembly,

within ten (10) days the Signatory Parties shall make a good faith effort to
preserve the essential economic relationships established according to the

Stipulation.

IN WITNESS THEREOF, the undersigned parties agree to this Stipulation and
Recommendstion as of this 3rd day of November, 2005. The undersigned parties respectfully

request the Commission to issue its Opinion and Order approving and adopting this Stipulation.

THE DAYTON POWER AND LIGHT
COMPANY

By

Charles J. Faruki

HONDA OF AMERICA MFG., INC.

By

M. Howard Petricoff

INDUSTRIAL ENERGY USERS-CHIO

Samuel C. Randazzn

CARGILL, INCORPORATED




CE QF SE E
I certify that a copy of the Stipulation and Recommendation has been served via

the method indicated upon the following counsel, this 3rd day of November, 2005:

Jeffrey L. Small, Esq, (VIA HAND DELIVERY)
Office of the Ohio Consumess' Counsel

10 West Broad Street

Suite 1800

Columbus, OH 43215

Attorney for The Office of the Ohio Consumers’ Counsel

Samuel C. Randazzo, Esq. {VIA HAND DELIVERY)
McNees Wallace & Nunick LI.C

21 East State Siveet

17th Floor

Columbus, OH 43215

Attorneys for Industrial Energy Users-Ohio

David C. Rinebolt, Esq. (VIAE-MAIL AND U.S, MAIL)
Ohio Partners for Affordable Energy

337 South Main Street

4th Floor - Suite 5

P. O. Box 1793

Findlay, OH 45839-1793

Attorney for Ohia Partners for Affordable Energy

Craig I. Smith, Esqg, AND UL.S,
2824 Coventry Road
Cleveland, OH 44120

Attorney for Cargill, Incorporated

10
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M. Howard Petricoff, Esq.

Stephen M. Howard, Esq.

Vorys, Sater, Seymour and Pease LIP
52 East Gay Street, P.O. Box 1008
Columbus, Ohio 43216-1008

Attomeys for Honda of America, Mfg., Inc.
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Case No. 05-276-EL-AIR
Market-Based Generation Rates, 2006 - 2010

Residential

Energy Charge {0-750 kWh)

Energy Charge (over 750kWh)
Residential Heating - Rate A

Ensrgy Charge (0-750 kWh)

Energy Charge (over 750 kWh} Summer

Energy Charge (over 750 kWh) Winter
Residential Heating - Rate B

Energy Charge (0-750 kWh)

Energy Charge {over 750 kWh) Summer

Energy Charga (over 750 kWh bt iess than the first 150
kWh per kW of Billing Demand) Winter

Energy Charge (eil kWh over 15C K¥h per kW of Billing
Demand) Winter
Secondary
Biiled Demand (over 5 kW)
Energy Charge (0-1,500 kWh)
Energy Charge (1,601-125,000 kWh}
Energy Charge (over 125,000 kWh)
Max Charge *1
Primary
Billed Demand
Engrgy Chamge
Max Charge 41
Primary-Substation
Billed Demand
Energy Charge
High Voltage
Bllled Demand
Enerpy Charge
Private Outdoor Lighling
7,000 Lumens Marcury
21,000 Lumens Mercury
2,600 Lumnens incandescent
7.000 Lumens Fluorggcent
4,000 Lumens FT Meroury
School
Enargy Chame
Btroet Lighting
Enengy Charge

Per kWh
Per kWh

Per kWh
Per kWh
Per kWh
Per kWh

Per kWh

Aftachment A

Tariff Charges
2008 - 2008 2009 - 2010
$0.05617 30.06072
$0.04581 $0.04862
$0.08817 $0.06072
§0.04581 $0.04852
§$0.02744 - $0.02967
$0.08617 $0.06072
$0.04581 $0.04952
$0.04581 $0.04052
$0.01468 $0.01576
$7.38505 $7.355058
$0.08190 $0.06190
$0.02722 $0.02722
$0.02307 $0.02307
$0.14426 $0.14426
$9.11018 $0.11019
$0.02176 $0.02176
3015228 $0.15228
$9.63121 $9.63121
$0.02072 $0.02072
$9.40715 $0.40715
$0.02049 $0.02048
$1.93609 §1.03609
$3.60036 $3.60036
$2.39106 $2.39108
$3.37016 $3.37018
$5.20055 $5.38058
$0.05401 $0.05401
$0.02457 $0.02487

Notes: M DP&L's Max Charge provision for Secondary and Primary Tariff Classesis @
bundled rate. This charge refiects only the generation portion of the Max Charge.




Case No. 05-276-EL-AIR
Rate Stabilization Charge (REC), 2006 - 2010

Resldential

Energy Change (0-750 kWh)

Energy Charge {over 75DkWh)
Residential Heating - Rate A

Energy Charge (0-750 kWh}

Energy Charge (over 750 kWh) Summer

Enargy Charge (over 750 kWh) Winter
Rasidential Heating - Rate B

Energy Charge (0-750 kWh)

Energy Charge (over 750 kWh) Summer

Energy Charge (over 750 kWh but less than the first 150
kWh per kW of Billing Demand) Winter

Energy Charge (all KWh over 150 kWh per kW of Billing
Demand) Winter

Sacondary
Billed Demand {over 5 kW)
Energy Charge [0-1,500 kWh)
Energy Charge (1,501-125,000 kWh)
Energy Charge {(over 125,000 kWh)
Max Charge *1
Primary
Billed Demand
Energy Charge
Max Charge *
Primary-Substation
Billed Demand
Energy Charge
High Voltage
Billed Damand
Energy Charge
Private Outdoor Lighting
7,000 Lumens Mercury
21,000 Lumers Mercury
2,500 Lumens Incandascent
7,000 Lumens Fluorescant
4,000 Lumens PT Mercury
School
Energy Charge
Street Lighting

Energy Charge

Attachment B

Tariff Charges
Par kWh $0.00634
Per KWh $0.00517
Per kWh $0.00634
PerkWh $0.00517
Per kWWh $0.00310 '
Per kWh $0.00634
Per k\Vh $0.00517
Per kWh $0.00517
Poar kWh $0.00165
Per kW $0.81245
Par kWh $0.00681
Per kWh $0.00209
Per KkWh $0.002%4
Par KWh $0.01587
Par kW $1.00212
Per kWh $0.00239
Per iéWh $0.01675
Per kW $1.05043
Par kWh $0.00228
Per kW $1.03479
Per kWh $0.00226
Perlamp, Permonth  $0.21267
Per lamp, Per month  $0.39604
Per lamp, Per month  $0.26302
Per lamp, Per month  $0.37072
Per lamp, Per month  $0.69186
Per kwh §0.00594
Per kWh $0.00270

Noles: M DP&L's Max Charge provision for Secondary and Primary Tariff Classes s a
bundled rate. This charge refiects only the RSC portion of the Max Charge.
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Exhibit 3

®

DAYTON POWER AND LIGHT COMPANY

Economic Development Programs

Customer Name:
DPE&L Account Number:
Service Location:
(P0ress) ~ {Ciy) [&:2) {Zip Code} County)
Type of Operation:
DP&L Standard Rate: Standard Industrial Classification (SIC Code):

Program Requirements {check all that apply)

New or Expanding Customer
(DP&L's Tarnff Sheet No. D38)

Customer Retention
{DP&L’s Tariff Shest No. D39}

[ Non-Retail [] Non-Retait
[] create 25 new full-time or ful-time

] Retain 25 full-time or full-ime
equivalent jobs over three {3) years.

enuivalent jobs.

] Average billing load must be at
least 250 Kilowatts (kW).

[ Average hourly base wage rate of new
fuli-time jobs must be at lease 150%
of federa! minimum wage.

(] Annual electric cast must be at least
10% of total annual operating cost:

Total Annusl Operational Expense:

Minimum investrment of $500,000
ingluding land, building, machinery/

equipment and infrastructure. Total Annual Blectric Expense:
Electrichty Portion of Tota! Annus
[ Applicant must agree to maintain Opemting Expense: _

operations at the project site for at

least twice the term of the incentives. ] The customer must demonstrate that
the cost of electricity is a "major
factor” in itg decision to cease,
reduce, or relocate lis facilities to

an out-of-sfate sile.

[] The applicant must agres to maintain
operatlons at tha projact site for the
term of the incantive.

Energy Efficiency Production Facility
(DP&L.’s Tarilf Shoat No. D40)

[] Manufacturers or assembies energy
encrgy efficiency products.

[] Create 10 naw full-tima or full-time
equivalent jobs over threa (3) vears.

[] Average hourly base wage rate of new
full-time job must be at leasa 150% of
federal minimum wage.

[[] Minimum investment of $260,000
intluding land, bullding, machinery/
equipment and infrastrutiure.

[] Average bitfing load must be less
then 1,000 iiiowstts (kV).

] Asplicant must agree to meintain
operations at the project wite for al
least wice the term of the incentives.

Benefits Benefits
New Customer Expandino Custorner
10% discount off 20% discount off 10% disoount off totel monthiy DP&L
total monthly DP&L monthly increase eleciric charges for 24 manths.
electric charges in DP&L electric '
for 36 months, charges for 36

months.

Benefits

New Custorner Expanding Customer

20% discount off 5% discount off

total monthly DP&L  histonic total

alactric charges maonthiy DP&L. electric

for 36 months. charges and 20%
discount off monthly
increass in DPAL
electric charges for
38 months.

Please attach documentation supporting job creation or retention, wage rate, and investment requirements.
Please attach ali Commitment Letters from other Governments/Agencies/ Organizations providing incentive funding for this project.
Please attach documentation identifying secondary and tertiary benefits resulting from this project.

Pega1of2



Exhibit 3

Creditworthiness:

wew customars must provide balance sheets from the past three (3) years. Expanding and new customers must maintain DP&L's

ighest credit classification with respect to monthly payments for electric service, Fallure to comply with this requirement may, at the sole
discretion of the Company, result in the termination of this Application upon three (3) days written notice. Upon fermination, Customer
will reimburse DPEL the fotal amount of discount raceived up to the date of terrnination.

Terms and Conditions of Service:

This Energy Service Agreement ("Agreement”) is entered into on this date (“Effective Date"), by and bstween
The Dayton Power and Light Company, located at 1065 Woodman Drive, Dayion, Ohio 45432, and
{"Customer") iocated at

1. Authorized Locations - This Agreemen retates only o the Custorner account numbers and locations listed on Appendix A ("Participating
Accounts”),
2. Term - This Agreement shall be effective upon approval by DP&L, and shall remain in effect foratermof ______ years.

3. Price - In accosdance with the applicable DPSL Tariff, Customer shall pay monthly charges equal to DP&L's Standard Offer Service
{service under DP&L's standard tariffed ratas, minus

4. Credit - In accordance with DP&L Tariffs, DP&L may demand thet the Customer pmwde reasonable credit assurances including,
hut not limited to, an escrow Agreement, letter of credit, parental guaranty, or surety bond, to provide a mechanism for fimely payment.

5. Tariffs - All aspects of the provision of electrical service by DPSL which are not addressed herein, shall b governad by DP&L's filed
and approved service Tariffs for each respective customer class,

STATE OF CHIO
COUNTY OF

T Tt T

1, » &nh authorized representative of , do hereby stato that the
information provided herein and in the affixed attachments is true and accurate 10 the best of my knowledge.

. Further Affiant sayeth naught.

By:

Title:

Sworn to and subscribed before me this day of , 2008.

Notary Public

AGREED TO AND ACCEPTED BY:

THE DAYTON POWER AND LIGHT COMPANY

By:

Name:

Title:

Date:

Pageof2



Exhibit 4

THE DAYTON POWER AND LIGHT COMPANY

SECOND AMENDED CORPORATE SEPARATION PLAN

OCTOBER 1, 2008
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SECOND AMENDED CORPORATE SEPARATION PLAN
L INTRODUCTION

This Second Amended Corporate Separation Plan is being filed by The Dayton Power
and Light Company (the “Company” or “DP&L") to comply with the Public Utilities
Commission of Ohio (the “Commission™) final rules and regulations (Ohio Administrative Code
(OAC) Sections 4901:1-37 et seq.) in response to the passage of S.B. 221 by the Ohio General
Assembly. This plan amends, supersedes and replaces the Company’s Corporate Separation Plan
as filed December 17, 1999 as amended on February 28, 2000.

This Second Amended Corporate Separation Plan demonstrates that DP&L will continue
to maintain functional separation of its businesses of providing competitive retail electric
services and products or services other than retail electric services from its business of providing
noncompetitive retail electric services, except when specifically permitted to do otherwise. This
Second Amended Corporate Separation Plan also demonstrates how DP&L and its fully
separated affiliates will operate in relation to each other in compliance with the provisions of
Chapter 4928.

This Second Amended Corporate Separation Plan addresses, in general terms, (1) how
DP&L will maintain separation of its competitive retail electric service and products and services
other than retail electric service from its noncompetitive retail electric service, (2) a description
of the separate accounting practices that perform this separation of competitive versus

noncompetitive retail electric service, (3) a description of the Company’s Code of Conduct, (4)



its Cost Allocation Manual, and (5) how the Company’s structure and operation is in the public
interest and does not create an undue preference or competitive advantage for DP&L’s affiliates.

A, Current Organization

DP&L is a regional electric public utility that sells electricity to residential, commercial,
industrial and governmental customers in West Central Ohio. DP&L provides “retail electric
service” to consumers as defined in Revised Code Section 4928.01(A)(27). DP&L is an “electric
utility” as defined in Revised Code Section 4928.01(A)(11) that is engaged in the business of
supplying both a noncompetitive retail electric service and competitive retail electric services
under Revised Code Section 4928.03. Electricity for the Company’s service area is primarily
generated by plants wholly-owned or co-owned by DP&L.

As an integrated electric utility, DP&L operates within the statutory and regulatory
framework of the state of Ohio and applicable federal law, providing services to its retail
customers within its certified territory pursuant to its obligation to serve. Utility services are
provided to its retail customers based on tariffed rates previously approved by the Commission.

All of the outstanding shares of common stock of DP&L are held by DPL Inc. DPL Inc.
has a number of subsidiaries that provide a variety of services for DP&L, other affiliates of DPL
Inc. and third parties.

A current organization chart of DPL Inc. and its subsidiaries, including a brief description
of subsidiary activities, is attached as Exhibit 1.

B. Deregulation Legislation

On May 31, 2008, the Ohio General Assembly enacted Substitute Senate Bill 221,

creating a new framework under which electric utilities must provide electric service to their



customers. This regulatory framework continues the functional separation between the electric
utility that generally provides noncompetitive retail electric service and electric utility affiliates
that may provide competitive retail electric services and products and services other than retail
electric service. Under this statute, an electric utility cannot, directly or indirectly, provide such
competitive retail electric services, as defined by R.C. 4928.01(B), (i) except through a separate
affiliate and pursuant to a Commission approved corporate separation plan that meets the
requirements described in Revised Code Section 4928.17, or (ii) except as otherwise permitted

by state statute.

C. Purpose of Second Amended Corporate Separation Plan

Consistent with the policy goals specified in Revised Code Section 4928.02, the
requirements of Revised Code Section 4928.17 and the corporate separation rules adopted by the
Commission, the Second Amended Corporate Scparation Plan of DP&L as stated herein is

intended to achieve the following:

(1)  Describe the framework under which DP&L and/or its affiliates will
engage in the businesses of supplying competitive retail electric services and
products or services other than retail electric service; the policies, rules and
procedures that will govern the interrelationships among DP&L and its affiliates
with respect to such business activities; and how such policies, rules and
procedures will be implemented.

(2)  Help to effectuate the policy specified in Revised Code Section 4928.02,
specifically to help ensure the availability of adequate, reliable, safe, efficient,
nondiscriminatory and reasonably priced retail electric service; ensure the
availability of unbundled and comparable retail electric service; ensure diversity
of electricity supplies and suppliers; encourage innovation and market access for
cost effective supply- and demand-side retail electric service; encourage cost-
effective and efficient access to information to promote effective customer choice.

(3)  Satisfy the public interest in preventing unfair competitive advantages and
preventing the abuse of market power.



(4)  Allow DP&L and its affiliates to compete fairly, without competitive
disadvantages, with other companies engaged in the same or similar businesses,
including those companies that are not subject to regulation as electric utilities.

D. Process of Implementing the Second Amended Corporate Separation Plan

DP&L's original Corporate Separation Plan as amended was implemented in response to
S. B. 3 and has been modified for this filing, to be consistent with S. B. 221. A number of
factors, events and circumstances, many of which cammot reasonably be foreseen or predicted,
will influence DP&1’s planning. Some of these will be beyond DP&L’s ability to control or will
be dependent on the actions of unrelated third parties (e.g., competitors, the co-owners of
DP&IL’s jointly-owned generation and transmission facilities, ete.). Accordingly, DP&L and its
affiliates will need a reasonable degree of flexibility. For this reason, the plan is structured in a
way to ensure compliance with applicable statutory and regulatory law, while affording DP&L a
modicum of discretion to select the precise means for achieving and maintaining such
compliance in light of the relevant circumstances.
II. SECOND AMENDED CORPORATE SEPARATION PLAN PROVISIONS

A. Policy

DP&L acknowledges the policy goals of the state of Ohio as described in Revised Code
Section 4928.02. Accordingly, consistent with the corporate separation rules, DP&L will not
extend any undue preference or advantage to any of its affiliates that engage in the business of
providing a competitive retail electric service or a non-electric retail product or service without

Jjust compensation as provided herein. Further, DP&L will act so as to effectuate the policy



specified in Revised Code Section 4928.02 and to satisfy the public interest in preventing unfair
competitive advantage and abuse of market power.

As required by Revised Code Section 4928.17 and the corporate separation rules, DP&L
will not engage, either directly or through an affiliate, in the business of supplying a
noncompetitive retail electric service and either a competitive retail electric service or a product
or service other than retail electric service, except as otherwise authorized by law and except
pursuant to the provisions of this Second Amended Corporate Separation Plan as approved by
the Commission.

B. Fully Separated Affiliates

Except as permitted by state law and pursuant to its Commission-approved Second
Amended Corporate Separation Plan, DP&L will not directly engage in the business of supplying
competitive retail electric services, as defined in Revised Code Section 4928.01(B). Competitive
retail clectric service will be provided only through an affiliate that is fully separate from DP&L,
as required by Revised Code Section 4928.17(A)(1).

Each such affiliate or business unit offering competitive retail electric services will
generally operate separately from DP&L, except as specifically permitted by state statute under
this Commission-approved Second Amended Corporate Separation Plan, and such affiliates or
business units will operate independently of each other, all as provided herein.

To the extent deemed economically feasible and prodent, DP&L and its affiliates that
provide a competitive retail eleciric service will endeavor to satisfy their own respective needs
through their own respective employees, facilities, equipment and other assets and resources.

Employees will be employed by one corporate entity {i.e., DP&L or an affiliate) and no



employee will be employed by more than one entity, although an employee may in certain
instances provide services for both his or her employer and an affiliate. As required by Revised
Code Section 4928.18(D)(2) and QAC Section 4901:1-37-04(A)(5), any common use or sharing
of employee services, consultant services, independent contractor services, facilities, equipment,
employee benefit plans and/or other services permitted by Revised Code Section 4928.18(D)(2)
shall not in any way violate the Code of Conduct adopted herein and shall be appropriately
accounted for and the costs thereof allocated pursuant to the terms of this plan and as more
specifically described in the Cost Allocation Manual provided for under Section ILF. DP&L will
maintain a copy of any shared employee’s job description in the Cost Allocation Manual.

While the DP&L affiliated group may have certain officers and directors in common,
such officers and directors owe a fiduciary duty under general corporate law principles to each of
the entities he or she is serving as well as an obligation to such entity to abide by the terms and
conditions of this Second Amended Corporate Separation Plan, including without limitation, the
Code of Conduct.

C. Accounting Records

As required by Revised Code Section 4928.17(AX1) and corporate separation rule OAC
Section 4901:1-37-04(B), DP&L and each affiliate or business unit in the DP&L group willr
maintain, in accordance with generally accepted accounting principles, an applicable uniform
system of accounts, books, records and accounts that are separate from the books, records and

accounts of each other affiliate or business unit,



D. Financial Arrangements

To the extent required by Revised Code Section 4928.17(AX3) and the applicable
corporate separation rules, subject to the provisions of Subsection II.A 3. regarding currently
existing financing arrangements, and except as may otherwise be approved by the Commission
of financial arrangements of DP&L with respect to its affiliates engaged in the business of
providing a competitive retail electric service or a product or service other than retail electric
service will be subject to the following restrictions:

(1)  Anyindebtedness incurred by an affiliate shall be without recourse to DP&L.

(2) DP&L will not enter into any agreement with terms under which it is obligated to
commit funds to maintain the financial viability of its affiliate.

(3)  DP&L will not make any investment in an affiliate under any circumstances in
which it would be liable for the debts and/or liabilities of such affiliate incurred as
. a result of actions or omissions of such affiliate.

(4)  DP&L will not issue any security for the purpose of financing the acquisition,
ownership or operation of any of its affiliates.

(5)  DP&L will not assume any obligation or liability as a guarantor, endorser, surety,
or otherwise with respect to any security of any of its affiliates.

(6) DP&L will not pledge, mortgage or use as collateral any of its assets for the
benefit of any of its affiliates.

E. Code of Conduct

Pursuant to Revised Code Section 4928.17(A)(1), which requires the corporate separation
plan to include the Code of Conduct ordered by the Commission pursuant io a rule adopted under
Revised Code Section 4928.06, and consistent with corporate separation rules QAC Section

4901:1-37-04(D)(1) through (D)(11), DP&L adopts the following Code of Conduct to govern the



relationship of DP&L with its affiliates or business units engaged in the business of providing a

competitive retail electric service or a product or service other than retail electric service:

M

@

&)

(4)

&)

6

DP&L shall not release any proprietary customer information (e.g., individual
customer load profiles or billing histories) to an affiliate, or otherwise, without the
prior authorization of the customer, except as required by a regulatory agency or
court of law.

DP&L shall make customer lists, which include names, addresses and telephone
numbers, available on a non-discriminatory basis to all non-affiliated and affiliated
certified retail electric competitors transacting business in its service territory, unless
otherwise directed by the customer. This paragraph does not apply fo customer-
specific information, obtained with proper authorization, necessary to fulfill the
terms of a contract, or information relating to the provision of general and
administrative support services.

Employees of DP&L's affiliates shall not have access to any information about
DP&L’s transmission or distribution systems {e.g., system operations, capability,
price, curtailments and ancillary services), that is not contemporaneously and in the
same form and manner available to a non-affiliated competitor of retail electric
service.

DP&L shall treat as confidential all information obtained from a competitive retail
electric service provider, both affiliated and non-affiliated, and shall not release such
information unless a competitive retail electric service provider provides
authorization to do so or unless the information was or thereafier becomes available
to the public other than as a result of disclosure by DP&L.

Except as specifically authorized by state statute and as set forth in its Commission-
approved Second Amended Corporate Separation Plan, DP&L shall not tie (nor
allow its affiliates to tie} or otherwise condition the provision of its services,
discounts, rebates, fee waivers or any other waivers of its ordinary terms and
conditions of service, including but not limited to DP&L’s tariff provisions, to the
taking of any goods and/or services from affiliates.

In order to ensure effective competition in the provision of retail electric service,
DP&L shall avoid anticompetitive subsidies flowing from a noncompetitive retail
electric service to a competitive retail electric service or to a product or service other
than retail electric service, and vice versa.



(7) Upon a request from a customer, DP&L shall provide a complete list of all certified
suppliers, registered pursuant to DP&L’s tariff requirements, of competitive retail
electric services operating on DP&L’s system, but shall not endorse any suppliers
nor indicate that any supplier will receive preference because of an affiliate
relationship.

(8) DP&L shall strive to ensure that its activities do not create unreasonable sales
practices, market deficiencies or market power.

(9) Employees of DP&L shall not indicate a preference for an affiliated company’s

services.

{10) DP&L shall provide comparable access to preducts and services related to tariffed

products and services.

(a)  DP&L shall not unduly discriminate in the offering of its products and/or
Services.

(b)  DP&L shall apply all tariff provisions in the same marmer to the same or
similarly situated entities, regardless of any affiliation or non-affiliation.

(c) DP&L shall not, through a tariff provision, a contract, or otherwise, give
its affiliates preference over non-affiliated competitors providing a
competitive retail electric service or their customers in matters relating to
any product and/or service.

(d) DP&L shall follow all tariff provisions.

(¢)  Except to the extent legally permitted, DP&L shall not be permitted to
provide discounts, rebates, or fee waivers for any state regulated
monopoly service.

() Violations of this code of conduct shall be enforced and subject to the

disciplinary actions described in Revised Code Sections 4928.18(C) and
D).

(11) Shared representatives and employees of the DP&L shall clearly disclose upon
whose behalf public representations are being made.

(12) Notwithstanding any provision contained in this code of conduct, in an emergency
situation, DP&L may take actions necessary to ensure public safety and system
reliability. DP&L will maintain a log of all such actions that do not comply with
this code of conduct.

10



As part of meeting the requirements of paragraph (8) above, DP&L does not intend to
engage in joint advertising or joint marketing of any kind with its affiliates supplying a
competitive retail electric service or directly promote or market any product or service offered
by any such affiliate, except as authorized by state statuie and pursuant to its Commission-
approved Second Amended Corporate Separation Plan. DP&L generation affiliate and other
non-EDU affiliates will not trade upon, promote, or advertise their affiliate refationship with
DP&L, nor will DP&L allow the name “The Dayton Power and Light Company” or the logo
shown on Exhibit 2 to be used by an affiliate in any material circulated by the affiliate, unless it
discloses in plain legible or audible language, on the first page or at the first point where
DP&L’s name or logo is mentioned, that: (i) the affiliate is not the same company as DP&L;
(ii) the affiliate is not regulated by the Commission; and (iii) the customer does not have to buy
the affiliate’s products in order to continue to receive quality, regulated service from DP&L.
The application of the name/logo disclaimer is lirnited to the use of the name or logo in Ohio.

F. Cost Allocation Manual

In order to help ensure that anticompetitive cross-subsidization does not occur between

DP&L and its affiliates and business units providing any competitive retail electric service or any
product or service other than retail electric service, DP&L or its business unit will maintain a
Cost Allocation Manual as required by OAC 4901:1-37-08. With respect to any asset, product or
service provided or transferred by an affiliate or business unit to DP&L, or by DP&L to an
affiliate or business unit, the affiliate or business unit providing or receiving the same shall
submit to DP&L for inclusion in the Cost Allocation Manual, and DP&YL shall maintain in the

Cost Allocation Manual, information documenting the allocation of costs between the affiliate or

11



business unit and DP&L. The Cost Allocation Manual will include the methods to be used for
allocating costs and transferring assets between DP&L and its affiliates and business umits, which
costs will be based on “fully allocated costs” as required by corporate separation rule OAC
4901:1-37-04(B) and will be traceable to the books of the applicable corporate entity providing
such product or service or making such transfer.

In addition to this information, the Cost Allocation Manual will include the following:

(a) An organization chart of DPL Inc. depicting all active affiliates, as well as a
description of activities in which such affiliates are involved.

(b) A description of all assets, services and products provided to and from DP&L
and its affiliates.

(c) A copy of the job description of each shared employee.

(d  Information on employees who have cither transferred from DP&L to one of its
affiliates or are shared between DP&L and such affiliate, including a copy of all
transferred employees’ previous and new job descriptions and a list of names and job
summaries for shared consuitants and shared independent contractors.

(e)  Alogofall complaints made to DP&L regarding corporate separation.

() Minutes of each DP&L board of directors meeting,

DP&L and its affiliates and business units will maintain all aﬂiliate transaction
information and the DP&L board of directors minutes in the Cost Allocation Manual for not less
than three years. As required by the corporate separation rules, the initial version of the revised
Cost Allocation Manual will be made available to the Commission’s Staff for review. Upon
approval of this Second Amended Corporate Separation Plan, DP&L will send to the Director of
the Utilities Department of the Commission (or their designee) a summary every twelve months

of any significant changes made in the Cost Allocation Manual during such twelve-month
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period. Pursuant to corporate separation rule OAC 4901:1-37-08(I), DP&L designates the
general counsel of DP&L or his designee to act as a contact person for the Commission’s Staff
when seeking data regarding affiliate and business unit transactions, personnel transfers and
sharing of employees. DP&L may change this designation at any time, and will promptly notify
the Commission of any change.

G. Complaint Procedures

All complaints received by DP&L with respect to compliance with the corporate
separation rules will be referred to the legal counsel of DP&L or his designee. If and to the
extent that the complaint provides basic information sufficient to enable the legal counsel or his
designee to do so, the legal counsel or his designee will acknowledge the complaint within five
business days of its receipt and will thereafter prepare a written statement of the complaint,
containing the name of the complainant and a detailed factual report of the complaint, including
all relevant dates, companies involved, employees involved and the specific claim, The legal
counsel or his designee will communicate the results of any preliminary investigation made by
legal counsel or his or her designee to the complainant in writing in not less than 30 days after
the complaint has been received, including a description of any course of action taken. The legal
counsel or his designee will also keep a file to be placed in the Cost Allocation Manual of any
complaint statements for a period of not less than three years. This complaint procedure will not
in any way limit the rights of a party to file a complaint with the Commission.

H. Access to Books and Records

DP&L will comply with legally enacted corporate separation rules relating to

Commission and Staff access to, and review of, books and records of DP&L and its affiliates.
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L Effective Date

The above plan provisions will become effective beginning April 1, 2009.

III. IMPLEMENTATION OF AMENDED CORPORATE SEPARATION PLAN

A. Corporate Reorganization

1. Transfer of Businesses and Assets to Separate Corporate Entities

DP&L has (i) previously transferred some of its gencrating assets and some of its retail
generation service business to one or more fully separated affiliates or business units or
(ii) functionally separated its retail generation business from its non-competitive retail electric
service under DP&L. Both the fully separated retail electric affiliate and DP&L are wholly-
owned by DPL Inc.

Organization charts showing how DPL Inc. and its affiliates are organized are attached as
Exﬁbits 1.

2. Functional Separation

DP&L’s various operations have been functionally separated for a number of years.
Functional separation is used where legal separation is not feasible or unnecessary. The
obstacles to legal separation are described below.

3. Indenture and Related Issues

Substantially all of the assets of DP&L, inclnding its electric generating assets and
transmission and distribution assets, are subject to, and encumbered by, the first mortgage lien of
the indenture pursuant to which DP&L’s outstanding first mortgage bonds were issued. The

controlling indenture was drafited in the 1930’s and did not contemplate or include provisions
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readily enabling DP&L to redeploy its assets as required by, or desirable in connection with, the
deregulation of the electric utility industry. As a result, a large number of complex indenture-
related issues would have to be analyzed and resolved for DP&L to permit the transfer of the
electric generating assets.

B. Sharing of Employees, Facilities and Services -

Shared employees, facilities and services are accounted for according to the time or use
they provide to each entity.

The transmission service business unit of DP&L is administered entirely through the PTM
Interconnection.

As described in Subsection IILA.1., DPL Inc. currently has a number of wholly-owned
subsidiaries that provide services or facilities to DP&L and its affiliates. It is anticipated that
these subsidiaries will continue. In addition, it is possible that DPL Inc. will determine that it is
economically feasible and prudent to provide additional services on a company-wide or shared
basis, such as legal, accounting, auditing, finance, real estate or human resource services. Also,
employees of DP&L and its affiliates currently participate in employee benefit plans that are
common to one or more of such entities. For economic purposes as well as for Internal Revenue
Code and ERISA compliance reasons, DPL Inc. and its subsidiaries may determine that their
current employee benefit plans should continue to cover employees of DP&L and one or more of
its affiliates rather than causing each entity to establish and maintain separate plans. In such
event, the costs of employee benefit plans are allocated to each affiliate in proportion to the
number of employees covered by each such plan or, if not allocable on such basis, in accordance

with the other rules for allocating these costs among affiliates as described in the Cost Allocation
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Manual. In the event that separation of such plans becomes economically feasible and prudent,
DP&L and the other subsidiaries of DPL Inc. may establish and maintain separate employee
benefit plans.

Any of the above described services (or any other services) which are provided by DP&L
to an affiliate or by an affiliate to DP&L will be properly described in the Cost Allocation
Manual, and the cost of such services shall be allocated pursuant to the methods of allocation

described in the Cost Allocation Manual.

C. Employee Education and Training

To maintain employee awareness of the requirements in this Second Amended Corporate
Separation Plan, including, without limitation, the Code of Conduct provisions and the Cost
Allocation Manual requirements, DP&L routinely trains its employees on the subject. This
training is either provided live or via a web-based program. The program describes the Second
Amended Corporate Separation Plan (and how the plan affects each employee in light of his or
her job description and the specific company for which the employee works or will be working),
the provisions of the Code of Conduct to be followed by the employees, the appropriate
documentation to be forwarded to DP&L to be included in the Cost Allocation Manual and when
such documentation should be forwarded, the complaint procedure and the methods for bringing
complaints and violations to the attention of the appropriate party. The compliance procedure
(described below) and penalties and consequences with respect to the failure of an employee or
an affiliate to comply with the Second Amended Corporate Separation Plan or the Code of

Conduct will also be explained at these sessions. The employees will also be advised of the
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penalties to which DP&L will be subject in the event of a failure to comply. Once the Second

Amended Corporate Separation plan is approved, DP&L will implement the Employee

Education Plan as set forth in Exhibit 4.

D,

Compliance Procedure

To ensure that its Second Amended Corporate Separation Plan is implemented properly

by DP&L and its affiliates, DP&L will implement the following compliance monitoring

procedures and plans for corrective action:

IV,

(1

2)

)

Q)

After training, each employee of DP&L or its affiliates will be required to
acknowledge participation in the training.

DP&L will designate an individual to whom employees may report possible
violations of the Code of Conduct and other failures to comply with the Amended
Corporate Separation Plan.

Possible violations and other failures will be reported to the person designated to
accept notice of same, who will investigate such matters, prepare a report and, if
appropriate, a course of recommended action and report to management. DP&L
and the relevant affiliate will take reasonable steps necessary to remedy such
violation.

Failure to observe the limitations described in the Code of Conduct with regard to
the use of non-public DP&L information will result in appropriate disciplinary
action.

DESCRIPTION OF COMPLIANCE WITH COMMISSION RULES FOR
CORPORATE SEPARATION PLANS.

In accordance with Corporate Separation Rule OAC 4901:1-37-05(B)(12), DP&L lists

below each corporate separation rule and a description of how DP&L will comply with that rule:
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Corporate Separation Rule OAC 4901:1-37-04(A)(2) — Each electric utility and its affiliate that
provide services to customers within the electric utility’s service territory shall not share
facilities and services if such sharing in any way violates paragraph (D) of this rule.
As described in Section IL.B., any sharing of facilities or services by DP&L with
any of its affiliates will be subject to the Code of Conduct restrictions and Cost
Allocation Manual requirements.
Corporate Separation Rule OAC 4901:1-37-04(B) - Each electric utility and its affiliates shall
maintain, in accordance with penerally accepted accounting principles, an applicable uniform
system of accounts, books, records and accounts that are separate from the books, records and

accounts of its affiliates.

As described in Section ILC., DP&L and each of its affiliates will maintain
separate books, records and accounts in accordance with the provisions of this
rule.

Corporate Separation Rule QAC 4901:1-37-04(CY(1) — Unless otherwise approved by the
Commission, the financial arrangements of an electric utility are subject to the following
restrictions: Any indebtedness incurred by an affiliate shall be without recourse to the electric
utility.

As described in Subsection IL.D.1., any indebtedness incurred by an affiliate of
DP&L will be without recourse to DP&L.

Corporate Separation Rule QAC 4901:1-37-04(C)2) — Unless otherwise approved by the
Commission, the financial arrangements of an electric utility are subject to the following
restrictions: an electric utility shall not enter into any agreement with terms under which the

electric utility is obligated to commit fimds to maintain the financial viability of an affiliate.
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As described in Subsection ILD.2., DP&L will not enter into any agreement with
terms under which it is obligated to commit funds to maintain the financial
viability of an affiliate.
Corporate Separation Rule OAC 4901:1-37-04{C)3) - An electric utility shall not make any
investment in an affiliate under any circumstances in which the electric utility would be liable for
the debts and/or liabilities of the affiliate incurred as a result of actions or omissions of an

affiliate.

As described in Subsection ILD.3., DP&L will not make any investment in an
affiliate under any circumstances in which DP&L would be liable for the debts
and/or liabilities of such affiliate incurred as a result of actions or omissions of
such affiliate,

Corporate Separation Rule QAC 4901:1-37-04(C)4) - An electric utility shall not issue any

security for the purpose of financing the acquisition, ownership or operation of an affiliate.
As described in Subsection [1.D.4., DP&L will not issue any security for the

purpose of financing the acquisition, ownership or operation of any of its
affiliates.

Corporate Separation Rule OAC 4901:1-37-04(C)5) - An electric utility shall not assume any

obligation or liability as a guarantor, endorser, surety, or otherwise with respect to any security

of an affiliate,

As described in Subsection IL.D.5., DP&L will not assume any obligation or
liability as a guarantor, endorser, surety or otherwise with respect to any security
of any of its affiliates.

Corporate Separation Rule QAC 4901:1-37-04(C)(6) - An electric utility shall not pledge,
mortgage, or usc as collateral, any assets of the electric utility for the benefit of an affiliate.

As described in Subsection IL.D.6., DP&L will not pledge, mortgage oruse as
collateral, any assets of DP&L for the benefit of any of its affiliates.
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Corporate Separation Rule OAC 4901:1-37-04(DX1) - The electric utility shall not release any

proprietary customer information {(e.g., individual customer load profiles or billing histories) to
an affiliate, or otherwise, without the prior authorization of the customer, except as required by a
regulatory agency or court of law.

See Section II.LE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also See Exhibit 3.

Corporate Separation Rule OAC 4901:1-37-04(DX2) - On or afier the effective date of this
chapter, the electric utility shall make customer lists, which include name, address and telephone
number, available on a nondiscriminatory basis to all nonaffiliated and affiliated certified retail
electric service providers transacting business in its service territory, unless otherwise directed
by the customer. This provision does not apply to customer-specific information, obtained with
proper authorization, necessary to fulfill the terms of a contract, or information relating to the
provision of general and administrative support services.

See Section ILE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-04(D)(3) - Employees of the electric utility’s
affiliates shall not have access to any information about the electric utility’s transmission or
distribution systems (e.g., system operations, capability, price, curtailments and ancillary
services), that is not contemporaneously and in the same form and manner available to a
nonaffiliated competitor of retail electric service,

See Section ILE. above which describes DP&L's and its affiliates’™ obligation to
comply with the Code of Conduct. Also, see Exhibit 3. '
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Corporate Separation Rule QAC 4901:1-37-04(D)(4) - An electric utility shall treat as
confidential all information obtained from a competitive retail electric service provider, both
affiliated and non-affiliated, and shall not release such information unless a competitive retail
electric service provider provides autharization to do so or unless the information was thereafter
becomes available to the public other than as a result of disclosure by the utility.

See Section IL.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule OAC 4901:1-37-04(D)(5) - The electric utility shall not tie (nor allow
an affiliate to tie)or otherwise condition the provision of the electric utility’s regulated services,
discounts, rebates, fee waivers, or any other waivers of the electric utility’s ordinary terms and
conditions of service, including but not limited to tariff provisions, to the taking of any goods
and/or services from the electric utility’s affiliates.

See Section IL.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule OAC 4901:1-37-04(D)(6) — The electric utility shall ensure effective

competition in the provision of retail electric service by avoiding anticompetitive subsidies
flowing from a noncompetitive retail electric service to a competitive retail electric service or to
a product or service other than retail electric service, and vice versa.

See Section ILE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-04(DX7) - The electric utility, upon request from a
customer, shall provide a complete list of all competitive retail electric service providers

operating on the system, but shall not endorse any competitive retail electric service providers or
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indicate that any competitive retail electric service providers will receive preference because of

an affiliate relationship.

See Section I1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-04(D)(8) — The electric utility shall ensure retail
electric service consumers protection against unreasonable sales practices, market deficiencies,

and market power.

See Section I1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QOAC 4901:1-37-04(D)(9) — Employees of the electric utility shall not
indicate a preference for an affiliated electric services company.
See Section I1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.
Corporate Separation Rule QAC 4901:1-37-04(D)X(10) - The electric utility shall provide
comparable access to products and services related to tariffed preducts and services and
specifically compty with the following:
Corporate Separation Rule OAC 4901:1-37-04(D)(10)(a) - An electric utility shall be prohibited
from unduly discriminating in the offering of its products and/or services.

See Section I1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule 4901:1-37-04(D){(10)(b) - The clectric utility shall apply all tariff

provisions in the same manner o the same or similarly situated entities, regardless of any

affiliation or non-affiliation.
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See Section I1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-04(DX10)(c) - The electric utility shall not, through
a tariff provision, a contract, or otherwise, give its affiliates preference over nonaffiliated
competitors of retail electric service or their customers in matters relating to any product and/or

service.

See Section [1.E. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-04D)10Xd) - The electric utility shall strictly

follow all tanff provisions.

See Section ILE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule OAC 4901:1-37-04(D)(10)e) - Except to the extent allowed by state
law, the electric utility shall not be permitted to provide discounts, rebates, or fee waivers for any

state regulated monopoly service.

See Section ILE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule 4901:1-37-04(DX11) — Shared representatives or shared employees of
the electric utility and affiliated electric services company shall clearly disclose upon whose
behalf their public representations are being made.

See Section ILE. above which describes DP&L's and its affiliates’ obligation to
comply with the Code of Conduct. Also, see Exhibit 3.
Corporate Separation Rule OAC 4501:1-37-04(E)}(1) and (2) — Notwithstanding the foregoing, in

a declared emergency situation, an electric utility may take actions necessary to ensure public

safety and system reliability. The electric utility shall maintain a log of all such actions that do
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not comply with this chapter and such log shall be subject to review by the Commission and its

staff,

See Section II.E. above which describes DP&L's and its affiliates” obligation to
comply with the Code of Conduct. Also, see Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-05(B)(8) - A description and timeline of all planmed

education and training, throughout the holding company structure, to ensure that electric utility
and affiliate employees know and can implement the policies and procedures of this rule.
As described in Section II1.C., DP&L has instituted an education and training
program to familiarize the employees of DP&L and its affiliates with the
requirements of the Amended Corporate Separation Plan. Information will be
maintained on the Company website. See Exhibit 4.
Corporate Separation Rule QAC 4901:1-37-05(BX9) - A copy of a policy statement to be signed
by electric utility and affiliate employees who have access to any nonpublic electric utility
information, which indicates that they are aware of, have read, and will follow all policies and
procedures regarding limitation on the use of nonpublic electric utility information. The
statement will include a provision stating that failure to observe these limitations will result in
appropriate disciplinary action.
See Exhibit 3.

Corporate Separation Rule QAC 4901:1-37-05(B)Y10) - A description of the internal compliance

monitoring procedures and the methods for corrective action for compliance.

See Section ITL.D.

Corporate Separation Rule OAC 4901:1-37-05(B)(14)¥a)(f) - The electric utility shall establish a
complaint procedure for the issues concerning compliance with this chapter, which at minimum

shall include the following: All complaints, whether written or verbal, shall be referred to the
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legal counsel of the utility or their designee. The legal counsel shall orally acknowledge the
complaint within five working days of its receipt. The legal counsel shall prepare a written
statement of the complaint that shall contain the name of the complainant and a detailed factual
report of the complaint, including all relevant dates, companies involved, employees involved,
and the specific claim. The legal counsel shall communicate the results of the preliminary
investigation to the complainant in writing within thirty days after the complaint was received,
including a description of any course of action that was taken. The legal counsel shall keep a file
in the CAM of all such complaint statements for a period of not less than three years. This
complaint procedure shall not in any way limit the rights of a party to file a complaint with the

Commission.

As described in Section IL.G. above, DP&L will establish a complaint procedure
conceming compliance with the corporate separation rules. Such procedure will
follow those described by this rule.
Corporate Separation Rule OAC 4901:1-37-07(A) — The electric utility shall maintain records
sufficient to demonstrate compliance with this chapter, and shall produce, upon request of staff,
all books, accounts, and/or other pertinent records kept by an electric utility or its affiliates as
they may relate to the businesses for which corporate separation is required under Section
4928.17 of the Revised Code, including those required under section 4928.145 of the Revised

Code.

As described in Section ILH. above, DP&L will comply with the corporate
separation rules relating to the examination of books and pertinent records.

Corporate Separation Rule OAC 4901:1-37-07(B) - The staff may investigate such electric utility

and/or affiliate operations and the interrelationship of those operations at the staff’s discretion.
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In addition, the employees and officers of the electric utility and its affiliates shall be made
available for informational interviews, at a mutually agreed time and place, as required by the
staff to ensure proper separations are being followed.
As described in Section ILH. above, DP&L will comply with the corporate
separation rules relating to investigating DP&L and will make available 1ts
employees and officers for informational interviews.
Corporate Separation Rule OAC 4901:1-37-07(C) - If such employees, ofﬁce;s, books and
records cannot be reasonably made available to the staff in the state of Ohio, then upon request
of the staff, the appropriate electric utility or affiliate shall reimburse the Commission for

* reasonable travel expenses incurred.

Section ILH. above.
Corporate Separation Rule QAC 4901:1-37-08(A) - Each electric utility that recetves products
and/or services from an affiliate and/or that provides products and/or services to an affiliate shall
maintain information in the CAM, documenting how costs are allocated between the electric
utility and affiliates and the regulated and nonregulated operations.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by

DP&L and its affiliates.

Corporate Separation Rule OAC 4901:1-37-08(B) - The CAM will be maintained by the electric
utility.

See Section II.F. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule QAC 4901:1-37-08(C) - The CAM is intended to ensure the
Commission that no cross-subsidization is occurting between the electric utility and its affiliates.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.
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Corporate Separation Rule OAC 4901:1-37-08(D) - The CAM will include:

Corporate Separation Rule OAC 4901:1-37-08(D)(1) - An organization chart of the holding
company, depicting all affiliates, as well as a description of activities in which the affiliates are
involved.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule OAC 4901:1-37-08(D)(2) - A description of all assets, services and
products provided to and from the electric utility and its affiliates.

See Section ILF. regarding the adopuon and use of a Cost Allocation Mamual by
DP&L and its affiliates.

Corporate Separation Rule OAC 4901;1-37-08(D)(3) - All documentation including written
agreements, accounting bulletins, procedures, work order manuals, or related documents, which
govern how costs are allocated between affiliaies.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule QAC 4901:1-37-08(D)(4), (5) and (6) — A copy of the job description
of each shared employee. A list of names and job summaries for shared consultants and shared
independent contractors. A copy of all transferred employees’ (from the electric utility to an
affiliate or vice versa) previous and new job descriptions.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule OAC 4901:1-37-08(D)(7) - A log of all complaints brought to the
utility regarding this rule.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule QAC 4901:1-37-08(D)X(8) — A copy of the minutes of each board of
directors meeting, where it shail be maintained for a minimum of three years.

See Section I.F. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.
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Corporate Separation Rule OAC 4901:1-37-08(E) - The method for charging costs and
transferring assets shall be based on fully allocated costs.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule OAC 4901:1-37-08(F) - The costs should be traceable to the books of
the applicable corporate entity.

Sec Section I1.F. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule QAC 4901:1-37-08(G) - The electric utility and affiliates shall
maintain all underlying affiliate transaction information for a minimum of three years,

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule OAC 4901:1-37-08(H) - Following approval of a corporate
separation plan, an electric utility shall provide the director of the utilities department (or their
designee) with a summary of any changes in the CAM at least every twelve months.

See Section IL.F. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

Corporate Separation Rule DAC 4901:1-37-08(T) - The compliance officer designated by the
electric utility will act as a contact for the staff when staff seeks data regarding affiliate
transactions, personnel transfers, and the sharing of employees.

See Section ILF. regarding the adoption and use of a Cost Allocation Manual by
DP&L and its affiliates.

V. SELECTED DP&L ASSETS

DPL Inc., through its subsidiaries, DP&L and DPL Energy LLC {DPLE), own peaking
units that provide supplementary power during times when electric consumption is peaking.
DP&L owns Tait Units 1, 2 and 3 as well some diesel peaking units scattered throughout the
Dayton metropolitan area. DPLE owns Tait Units 4-7, which are located adjacent to Tait Units

1-3 and a peaking station in Montpelier, Indiana. Although the DP&L diesel peaking units are
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currently in rate base, Tait Units 1-3 were constructed after DP&L’s last formal rate case, so
DP&L is not currently earning a return on this investment. In turn, DPLE’s Tait Units 4-7 and
Montpelier are not regulated assets and cannot receive rate base recovery. Under $.B. 221 and
associated rules, DP&L cannot include those generating assets constructed after its last rate case
(i.e. Tait Units 1-3) in rate base, but is permitted to potentially earn a return on pew generating
unit construction. Currently, both DP&L and DPLE sell their power through PIM. DP&L
intends to transfer Tait Units 1-3 to its unregulated affiliate, DPLE.

DP&L also intends to transfer its 4.9% ownership in the Ohio Valley Electric
Corporation (“OVEC”), a company created in 1952 by several utilities in the region to provide
power to a uranium enrichment facility near Portsmouth, Ohio for the Atomic Energy
Commission (““AEC” n.k.a. the United States Department of Energy). OVEC signed a power
agreement with the AEC, which provided for excess energy sales to the utilities that created
OVEC that were not otherwise used by the AEC. That power agreement between OVEC and
AEC was terminated in April 2003, making the entire output of OVEC available to the owner-
utilities in proportion to their respective ownership interest. DP&L's investment in OVEC has
not been and is not currently in DP&L’s rate base. DP&L intends to transfer its ownership and

contractual rights in OVEC to its unregulated affiliate, DPLE.

VI. SPECIAL CUSTOMER SERVICES
As a part of S. B. 221, the General Assembly approved amendments to Revised Code
Section 4905.31. As amended, this statute grants to public utilities the authority to enter into

reasonable arrangements both with other public utilities and with its customers for both the
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provision of electric services (such as time-of-use rates or some other classification of electric
service) or “any other financial device that may be practicable or advantageous to the parties
interested.” Any such schedule or arrangement must be filed, approved by and subject to the
continuing supervision and regulation of the Commission. Accordingly, DP&L proposes to
insert a new tariff provision to cover certain “special customer services” that can be provided by
DP&L employees at the request of the customer. These “special customer services” include, but
are not limited to, the following: performing maintenance of customer electrical facilities;
providing upgrades or increases to an existing service connection at the customer’s request;
locating underground cables on the customer’s premises; making a generator available to a
customer during construction to avoid an outage. To ensure that customers realize that other
vendors can perform these services, DP&L’s tariff will state that no approved special services
may be provided to a customer until DP&L first notifies the customer that other suppliers may
provide this same service. The rates for any special service shall be negotiated with the customer
but in no case will such special services be provided at less than on a fully-allocated cost basis.
DP&L’s proposed tariff will also state that any approved special services can be provided enly, if

their provision does not unduly interfere with DP&L’s obligation to serve its customers.
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DPL Inc. (Parent)

Holding Company

MacGregor Park, Inc.

Owns and operaies DPL’s headquarters
property at MacGregor Park.

Miami Valley Leasing, Inc.

Owns real estate, leases equipment, and owns
an interest in a partnership, CTC of Dayton
Partnership No. 1, which formerly provided
transportation services to DPL Inc. and its
subsidiaries.

Diamond Development, Inc.

Acquires and sells real estate interest for DPL
Inc. and its subsidiaries.

DPL Energy, LLC

Operates peaking generation facilities and
markets wholesale electric

Plaza Building, Inc.

Owns all of the outstanding stock of MVE, Inc.
Does no business.

MVE, Inc.

Formerly responsible for the management of
the Company’s financial asset portfolio. Does
no business

Miami Valley CTC, Inc.

Owns an interest in a general partmership, CTC
of Dayton Partnership No. 1, which formerly
provided transportation services to DPL Inc.
and its subsidiaries.

Miami Valley Resources, Inc.

Formerly a retail natural gas supplier, it now
performs natural gas supply management for
DPL Energy and the electric peaking plants

DPL Energy Resources Inc.

Markets retail electric service in DP&L’s West
Central Ohio service territory.

Miami Valley Insurance Company

Provides insurance to DPL Inc. and its
subsidiaries. MVIC is incorporated in the State
of Vermont.

The Dayton Power and Light Company

Electric Company

DPL Finance Company, Inc.

Provides financing opportunities to affiliated
companies. DPL finance Company, Inc. is
incorporated in the State of Delaware.

DPLEM, LLC

Set up to own and manage utility emission
credits. Does no business.

DPL RTC Mgt. Company, Inc.

Formerly owned and managed DP&L’s
regulatory transition fees, which were
authorized by the PUCO in 2000 as part of
deregulation. Does no business,

DPL GTC Mgt. Company, Inc.

Formerly owned and managed DP&L’s
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customer transition fees, which were
authorized by the PUCO in 2000 as part of
deregulation. Does no business

Miami Valley Lighting, LLC

Operates a street and private lighting business
in DP&L’s West Central Ohio electric service
territory.

DPL Capital Trust I

Issued and sold securities under an Amended
and Restated Declaration of Trust dated
3/13/00. DPL Capital Trust I is a Delaware
business trust. Does no business.

DPL Capital Trust I

Issued and sold securities under an Amended
and Restated Declaration of Trust dated
8/31/01. DPL Capital Trust 11 is a Delaware
business trust.
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POLICY STATEMENT

The undersigned has been made aware of, has read and will follow each of the policies
and procedures regarding limitations and restrictions on the use of non-public information of The
Dayton Power and Light Company (“DP&L") and its affiliates as contained in the Code of
Conduct adopted by DP&L and each of its affiliates as part of DP&L’s Second Amended
Corporate Separation Plan filed with the Public Utilities Commission of Ohio. The undersigned
acknowledges that failure by the undersigned to observe these limitations and restrictions wilt
result in appropriate disciplinary action taken against the undersigned.

The undersigned has also been informed that the Cost Allocation Manual requires
employees, as part of the Second Amended Corporate Separation Plan, to account for their time
so that the appropriate costs and expenses can be reported and correctly accounted for. The
undersigned has been given the opportunity to ask questions regarding the Code of Conduct and
Cost Allocation Manual and understands the compliance program included therein, including the
appropriate method in which complaints are to be handled and the appropriate persons to whom
possible violations should be reported. The undersigned has attended one or more training
sessions affered by DP&L with regard to the implementation and operation of the Second

Amended Corporate Separation Plan.

Signature

Printed Name
Date:
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Employee Education Plan

The Dayton Power and Light Company (“DP&L” or the *“Company™) will
implement a program to accomplish the training of employees within six months of
approval of the Second Amended Corporate Separation Plan. Plan training will
reintreduce the plan to employees. In particular, employees will be made aware that the
Commission has rules that apply to DP&L and its (1) accounting for costs, (2)
employees” use of customer and supplier information, and (3) prohibitions on
recommending any particular electric supplier.

Upon approval of the Second Amended Corporate Separation Plan, current
training materials, whether for a web based, live or written presentation, will be updated
within six weeks. The legal department will contact We Comply, the Company’s
internet-based training facilitator and review each page and quiz question, making
changes as necessary to ensure that the material accurately presents the Company’s
policies and obligations. At the same time, materials used for live and written training
sessions will be similarly updated.

Two weeks afier training materials have been updated and internally approved,
each employee with computer access will receive notice that he or she has four weeks to
complete the training. Each week for the next three weeks, any of these employees who
have not completed the program, will be sent weekly reminders. Those who have still
not completed training at the end of four weeks will be individually contacted so that the
program is completed. DP&L’s web-based training programs create electronic
verifications of the training and the time it was completed by each employee.

Following roll-out of web-based training, live and written training will be
scheduled for those employees unable to complete training via the internet, This process
will be completed as quickly as possible, but six weeks will be scheduled to allow the

time necessary to reach employees in outlying locations and to accommodate work
schedules.

New employees will receive training on the Company’s Second Amended
Corporate Separation Plan as part of their new employee oricntation plan. These
employees usually receive the web-based program, but occasionally may be trained viaa
live presentation. The Human Resources Department assigns training to new employees.

Training verification as recorded electronically will be stored on the We Comply

server. Verification that other employees have been trained will be kept by DP&L’s
Legat Department,



Finally, DP&L’s Legal and Regulatory staffs will be available on an ongoing
basis to answer corporate separation questions and interpret the plan as might be

requested,

Corporate Separation Training Timeline

Date from Task

approval of

plan

6 weeks Update all training materials.

8 weeks Notice to begin web-based training, with weekly reminders in weeks 9,
10and 11.

0 weeks Live presentations, to the extent necessary, will be arranged and
scheduled for completion within the next six weeks.
Revised written materials will be disiributed to employees who do not
have computer access and will not be available for a live presentation
and training completed within six weeks.

16 weeks All employees will have received the new training,

Ongoing New employees trained as part of new employee orientation.

Legal and Regulatory Staffs available to answer questions.
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THE DAYTON POWER AND LIGHT COMPANY
CASE NO., 08-1094-EL-SSO

Book | — Standard Offer

Tariffs

N The Dayton Power & Light Company



THE DAYTON POWER AND LIGHT COMPANY Original Sheet No. D41
MacGregor Park Page 1 of 1
1065 Woodman Drive

@  Dayton Ohio 45432

P.U.C.O. No. 17
ELECTRIC DISTRIBUTION SERVICE
ECONOMIC DEVELOPMENT COST RECOVERY RIDER.

The rates and charges listed in this tariff are to recover costs related to DP&L economic development
programs. The cost associated with these programs may change over time based on customer participation.
The Economic Development Cost Recovery Rider shall be assessed on kilowatt-hours (kWh) of electricity
per tariff class distributed under this Schedule at the rates stated below, effective on a bills-rendered basis
in the Company’s first cycle billing unit for the month of April 2009.

CHARGES:
Residential $0.0002931 per kWh
Residential Heat $ 0.0002534 per KkWh
Secondary Service $0.0002333 per kWh
Primary Service $0.0001151 per kWh
Primary-Substation $ 0.0000215 per kWh
High Voltage $ 0.0000280 per kWh
Street Lighting $ 0.0001489 per kWh
School Rate $ 0.0002676 per kWh
. Private Qutdoor Lighting $ 0.0003638 per kWh

The Cost Recovery Tariff shall be assessed until the Company’s costs are fully recovered and will be
revised twice a year.

Filed pursuant to the Opinion and Order in Case No. 08-1094-EL-S50 dated 2008 of the
. Public Utilities Commission of Ohio.
Issued 2008 ‘ Effective 2008
Issued by

PAUL M. BARBAS, President and Chief Executive Officer



| THE DAYTON POWER AND LIGHT COMPANY SecondRirst Revised Sheet
No. G9

MacGregor Park Cancels
. | 1065 Woodman Dr. First Revised Original
Sheet No. G9
Dayton, OH 45432 Page 1 of 4
P.U.C.O. No. 17

ELECTRIC GENERATION SERVICE
COMPETITIVE RETAIL GENERATION SERVICE

APPLICABLE:

Any Customer who chooses to take generation service from a PUCO approved Alternate Generation
Supplier ("AGS”). Only one AGS can provide competitive generation service per billing account.

TERM OF SERVICE:

Customers may select an AGS for any length of time that is at least one (1} billing cycle, subject to the

terms and conditions between the AGS and the Customer. However, if 2 Customer chooses to returns to

DP&L retail generation service, it shall take service under DP&L’s Adjustable Rate Tariff Sheet No.
the-Cotrpaty-s-Stenderd-Offe arifl heels ! SHhe-followingrestriotions-wiH-app =

G23.an

- - - ~ vy

DEFAULT SERVICE:

I Filed pursuant to the Opinion and Order in Case No. 08-1094-EL-SSO7-1252-EL-ATA dated
April30;-2008 of the Public Utilities Commission of Ohio.

| Issued April-30-2008 Effective ____July-14,-2008
Issued by
PAUL M. BARBAS, President and Chief Executive Officer



THE DAYTON POWER AND LIGHT COMPANY SecondRirst Revised Sheet
No. G9

MacGregor Park Cancels

1065 Woodman Dr, First Revised Original

Sheet No. G9

Dayton, OH 45432 Page 2 of 4
PUL.O.No. 17

ELECTRIC GENERATION SERVICE
COMPETITIVE RETAIL GENERATION SERVICE

During-the Market Development-Period-Customers who do not select an AGS, opt-out of a government
aggregation program or are dropped by their Alternate Generation Supplier due to a violation of coordination
obligations, will be served under the Company’s applicable Standard Offer Tariff Sheet (G10-G18).

Customers served under any of the Company’s Standard Offer Tariff Sheets as a result of opting-out of a
government aggregation program or due to 8 violation of coordination obligations by their Alternate
Generation Supplier will not be subject to any minimum required term.

REQUIRED SERVICES:

Customers receiving Generation Service under this Teriff Sheet must also take Transmitsion and
associated Ancillary Services from DP&L under Tariff Sheet No. T8. Rate Stabilization Surcharge, Tatiff
Sheet No. G235, will also apply to any Customer receiving Generation Service under this Tariff Sheet. The
Customer must also take Electric Distribution Service under the applicable Tariff Sheet No. D17 through
D25,

RULES AND REGULATIONS:

All the Electric Distribution Service Rules and Regulations shall apply to customers taking service under
this Tariff Sheet.

RATES PER. MONTH:

Customer must agree to and be provided a copy of the terms and conditions of service, including, but not
limited to, price, switching fees and service termination disclosure.

Customers receiving service under this Tariff Sheet will continue to pay the rates contained on the
Standard Offer Service Schedules that coincides with its Distribution Service Type but will also receive a
Shopping Credit as delineated in Tariff Sheet No. G22.

CUSTOMER ELECTION:

Filed pursuant to the Opinion and Order in Case No. 08-1094-EL-SSO7-1252-BE-ATA dated
April 30,2008 of the Public Utilities Commission of Ohio.

. | Issued April 30,2008 Effective Fuly-14,-2008

Tssued by
PAUL M. BARBAS, President and Chief Executive Officer



THE DAYTON POWER AND LIGHT COMPANY Secondiirst Revised Sheet
No. G9

MacGregor Park Cancels

1065 Woodman Dr. First Revised Griginel

Sheet No. G9

Dayton, OH 45432 Page 3 of 4
P.U.C.O.No. 17

ELECTRIC GENERATION SERVICE
COMPETITIVE RETAIL GENERATION SERVICE

The Customer must contact the AGS directly to obtain competitive electric service. The AGS is required
to follow the enrollment procedures as described in the Alternate Generation Supplier Coordination Tariff.
If a Customer contacts the Company to request initial service from an AGS, or to request a change of
suppliers, the Company will inform the Customer that the AGS must be contacted directly with the request.

The Company will also provide the Customer with a list of DP&L. approved AGSs and contact
information.

HOURLY METERS:

Any Customer who chooses to take generation service under this Tariff Sheet and has a billing demand of
one hundred (100) kW or higher in the last twelve (12) months must install at itstheir own expenise an
hourly meter. The Company will make a list of acceptable hourly meters accessible on the public section
of the DP&L Internet Site. Billing demand is defined on the applicable Distribution Service Tariff Sheets
D18 through D22,

Prior to the installation of the new meter, the Customer, at its own expense, must make all necessary data

communication arrangements to the satisfaction of the Compeny. All meters will be the sole property of
the Company.

LIMITATION OF LIABILITY:

The Company shall have no liability with respect to any transaction or arrangement by or between a
Customer and AGS. The Company is not liable for a Customer’s lost savings arising out of an error or
omission in customer enrollment or switching by the AGS.

SWITCHING FEE:

The Company will be entitled to impose a Switching Fee in accordance with Tariff Sheet No. D34 for any
changes made by either a Customer or an authorized agent to a different AGS.

CER AGS

A list of all AGSs can be found on DP&L’s Internet Site or by calling DP&L at 1-800-way-togo.

Filed pursuant to the Opinion and Order in Case No. 08-1094.E] -SSO7-1252-EE-ATA dated
April-30-20088 of the Public Utilities Commission of Ohio.

Issued April 302008 Effective July-14,2008
Issued by

PAUL M. BARBAS, President and Chief Executive Officer



| THE DAYTON POWER AND LIGHT COMPANY SecondFisst Revised Sheet

No. G9
MacGregor Park Cancels
1065 Woodman Dr. First Revised Originel
Sheet No. G9 ‘
Dayton, OH 45432 Page 4 of 4
P.U.CO.No. 17
ELECTRIC GENERATICN SERVICE
COMPETITIVE RETAIL GENERATION SERVICE
NOTICE TO RETURN TO STANDARD OFFER:

Other than in the event of a violation of coordination obligations by an Alternate Generation Supplier,
Large Commercial Customers and all industrial customers must provide a minimum of ninety (90) days
prior notice to the Company before returning to DP&I. retail generation Stendard-Offer-service between
May 1 and October 31 of each calendar year. Between November 1 and April 30 of each calendar year,
these customers must provide a minimum of sixty (60) days prior notice.

Once notice has been prov:ded to the Company, Customcr wﬂl be served under the Company ] Tmff
SheetNo G23according 0 &1

will-apply.

Returning to DP&L. retail generation Stendard-Offerservice without such notice will result in a penalty

charge of $10/kW based on the highest single month peak kW demand during the three billing periods
subsequent to their return.

Filed pursuant to the Opinion and Order in Case No, 08-1094-F1-SSO71252-EL-ATA dated
—Aprl 302008 of the Public Utilities Commission of Ohio.

Issued April30.2008 Effective July-14-2008
Issued by
PAUL M. BARBAS, President and Chief Executive Officer
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Gregory S. Campbeil
Book I - Standard Offer
Page 1 of 6

INTRODUCTION

Please state your name and business address.

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

Dayton, Ohio.

By whom and in what capacity are you employed?
I am employed by The Dayton Power and Light Company ("DP&L" or "Company™) as

Director, Accounting Policy and External Reporting.

How long have you been in your present position?
I assumed my present position on June 18, 2008. Prior to that time, I had been employed
from 1981 through 2008 by American Electric Power, serving in a number of accounting

and financial positions with that company.

What are your responsibilities in your current position and to whom do you report?
In my current position, I am responsible for financial reporting to certain regulatory
bodies, including the SEC and FERC. I am also responsible for reviewing certain
accounting transactions to insure adherence to Generally Accepted Accounting

Principles. Ireport to the Assistant Controller of DP&L.

Will you describe briefly your educational and bugsiness background?

I received a Bachelor of Business Administration degree in Accounting from the College
of William and Mary in 1977, and am a Certified Public Accountant. From 1977 to
1981, I worked for two large public accounting firms: Coopers and Lybrand, and Peat,
Marwick and Mitchell. During the years 1981 through 1984, I worked in the Accounting

Department of one of American Electric Power’s electric operating subsidiaries,



23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

41

42

43

Gregory S. Campbell
Book I - Standard Offer
Page 2 of 6
Appalachian Power Company. From 1984 until 2008, I worked for the American
Electric Power Service Corporation in a variety of jobs, including Accounting Policy and
Research for fourteen years, accounting for fiber optic operations, and accounting and
financial analysis for regulated and non-regulated operations. In June 2008, I accepted

my current position at DP&L.

Have you previously provided testimony before the Public Utilities Commission of
Ohio ("PUCO" or the "Commission")?

Yes. I'have sponsored testimony before the PUCO in a number of cases on behalf of
Columbus Southern Power and Ohio Power Company, two subsidiaries of American

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

What is the purpose of this testimony?
The purpose of this testimony is to support the Company’s request for Commission
authorization to defer retail jurisdictional foel, purchased power and fuel-related costs

beginning January 1, 2009, This deferral would continue through December 31, 2010.

FUEL DEFERRAL MECHANISM

Why is the Company requesting a fuel deferral mechanism?
The costs of fuel and related costs have increased substantially. See the testimony of

DP&L Witness Marrinan for information regarding these cost increases.

‘What types of costs would be included in the fuel deferral mechanism?
Ohio Senate Bill 221 allows for automatic recovery of all prudently-incurred fuel,
purchased power and fuel-related components. DP&L is not requesting a specific fuel

recovery mechanism at this time. DP&L is requesting Commission approval to defer the
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Book I - Standard Offer
Page 3 of 6

excess of the fuel amount embedded in its authorized rates of 1.8 cents per kWh as

discussed in DP&L Witness Seger-Lawson’s direct testimony and in Chapter 5 of Book L.

DP&L. is also requesting permission to record a return on these deferred costs using the

Company’s overall rate of return until the costs are fully recovered.

What specific costs would be included in the fuel deferral mechanism?

The following is a list of accounts and costs that are proposed for inclusion in the fuel

deferral mechanism. Ihave also included a brief description of the nature of the costs.

DP&L would only defer the excess of the retail jusidictional share of these amounts for

recovery from its jurisdictional customers.

501 Fuel - This account includes the costs of fuel, transportation and handling of fuel
at the plant site used in the production of steam for the generation of electricity.
DP&L would also include, as an offset, the net gains and losses of coal sales in this
component of costs. These above costs and credits would be included in the
calculation of the fuel deferral. Certain other costs in this account such as the labor
associated with fuel purchasing and the removal and disposal of fly ash would not be

included in the deferral calculation.

502 Steam Expenses (Fuel -Related) — This account includes the costs of materials
and expenses used in the production of steam for the generation of electricity.
Recently, most of the charges to this account have been chemicals or consumable
supplies used in environmental equipment such as selective catalytic reduction
(*SCR”) and flue gas desulfurization equipment (“FGD”) equipment. DP&L will
include the costs that will be incurred by the Company or its share of the costs

mecurred for the jointly owned plants. These costs include, but are not limited to, lime
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or limestone, soda ash or trona, urea or ammonia and magnesium hydroxide. Some
chemicals are used by DP&L and the same or similar ones are used by our partners in
our jointly-owned plants. Lime or limestone is used in FGDs to remove sulfor from
the post-combustion process. Soda ash or trona is used to hinder the formation of
SO3 when FGD and SCR units are used together. Urea or ammonia is used as a
chemical agent to remove nitrous oxide (*NOX"). Magnesium hydroxide is used to
reduce slagging. Any new chemicals will be included in the fuel deferral mechanism.
DP&L will also include the costs of the disposal of gypsum, net of sales, which is
produced from the operation of the FGDs. DP&I. would include these chemical and
gypsum costs (net of sales) discussed above in the calculation of the fuel deferral. All
other costs in this account, such as water analysis and operation of National Pollution
Discharge Elimination System (“NPDES”) equipment, would not be inciuded in the

calculation of the deferral.

509 Allowances — This account records the costs of emission allowances used, such

as sulfur dioxide (“S02”) and NOX.

547 Fuel - This account includes the costs of fuel used in gas and diesel peaking

units.
555 Purchased Power — This account includes the costs of electricity purchased

from others. This would include the demand and energy charges for the purchases.

411.8 Gain from Disposition of Allowances and 411.9 Losses from Disposition of
Allowances — These accounts include gains and losses on allowance sales and would

be included in the deferral calculation.
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e Carrying costs on deferred balances using the overall weighted cost of capital.

How would these deferred costs be allocated to the retail jurisdiction?
DP&L Witness Marrinan describes how these costs will be allocated to the retail

jurisdiction.

How will the amount that is deferred be calcalated?

The total amounts included in these accounts will be jurisdictionalized and then summed.
The total jurisdictional retail costs will then be divided by retail sales for the month. If
the resulting amount is over or under the 1.8 cents per kWh, (the amount of fuel recovery
included in DP&L's current rates), then the difference will be muitiplied by jurisdictional

retail sales and the increase or decrease will be recorded in the deferral account.

Where on the books would these costs be deferred, what would be the carrying
cosis, and what is the expected recovery period?

Each month, these costs would be deferred in account 182.3, Other Regulatory Assets,
The monthly deferral would be based on the latest information available, and any
corrections needed for information received later would be recorded in the subsequent
month. DP&L would record an additional deferral as a carrying cost using the overall
rate of return of 13.32% grossed up for federal income taxes. The Company will be
requesting recovery of the deferred costs at December 31, 2010 over a 10-year period
beginning Januvary 1, 2011 with a carrying cost return until all the deferrals are recovered.
DP&L would also record deferred federal income taxes associated with these deferred

fuel costs.
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CONCLUSION

Please summarize your testimony.
In summary, DP&L is requesting permission to defer the retail jurisdictional fuel,
purchased power and fuel-related costs in excess of 1.8 cents per kWh beginning

January 1, 2009 with a carrying cost return on the unrecovered balance.

~ Does this conclude your direct testimony?

Yes, it does.
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INTRODUCTION

Please state your name and business address.

My name is Scott J. Kelly. My business address is 1065 Woodman Drive, Dayton, OH

45432
By whom and in what capacity are you employed?

I am employed by The Dayton Power and Light Company ("DP&L" or "Company™) as

Senior Vice President, Service Operations.
How long have you been in your present position?

I assumed my present position in March, 2007. Prior to that, I was Director of
Engineering and Business Development (1/2002 — 3/2007), Customer Business Manager
(6/2001 —~ 1/2002), Customer Group Manager (1/1997 — 6/2001), Operations Manager,
Marysville (12/1995 — 12/1996), Assistant Manager, Centerville (4/1995 — 12/1995) and

Assistant Manager assigned to Special Project Team (11/1994 — 4/1995).
What are your responsibilities in your current position and to whom do you report?

In my current position, I am responsible for delivering reliable and quality service to
DP&L's 500,000 customers located throughout West Central Ohio. I report to the

President and Chief Executive Officer of DP&L.
Will you describe briefly your edncational and business background?

I received a Bachelor of Science degree in Mechanical Engineering from Carnegie

Mellon in 1988 and a Master of Business Administration from Xavier University in 2006.
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Prior to DP&L, 1 spent six years at Rockwell International, holding various manager-

Ievel positions.
What is the purpose of this testimony?

The purpose of this testimony is to demonstrate that DP&L’s Electric Security Plan

("ESP") is consistent with and advances the policies in Ohio Rev. Code § 4928.02.

DP&L'S FILING IS CONSISTENT WITH AND ADVANCES THE
POLICIES IN OHIO REV. CODE § 4928.02

Is DP&1.'s ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(A) to "[e]nsure the availability to consumers of adequate, reliable,

safe, efficient, nondiscriminatory, and reasonably priced retail electric service"?

Yes. As explained in Book I and in the testimony of DP&L Witness Seger-Lawson,
DP&L's ESP includes a Standard Service Offer pursuant to Ohio Rev. Code

§ 4928.143(D) that maintains the low prices set in DP&L's rate plan in Case No. 05-276-
EL-AIR. Further, as explained in Book I and in the testimony of DP&L. Witness
Teuscher, DP&L's Customer Conservation and Energy Management (“CCEM”) plan
includes implementation of a Smart Grid, which will significantly enhance the reliability

and efficiency of DP&L's system.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(B) to "[e]nsure the availability of unbundled and comparable retail
electric service that provides consumers with the snpplier, price, terms, conditions,

and quality options they elect to meet their respective needs"?
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Yes. Under DP&L's ESP, customers are free to select a Competitive Retail Electric

Service ("CRES") Provider.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(C) to "[e]nsure diversity of electricity supplies and suppliers, by
giving consumers effective choices over the selection of those supplies and suppliers

and by encouraging the development of distributed and small generation facilities™?

Yes. Under DP&L's ESP filing, customers are free to select a CRES provider. Further,
as explained in Book II and in the testimony of DP&L Witness Teuscher, DP&L’s Smart
Grid infrastructure is expected to create an energy system that will enhance both
operational performance and improve outcomes in several respects, including permitting
DP&L to enable distributed energy resources to be integrated into operations. This
infrastructure improvement will in turn encourage the development of distributed and

small generation facilities.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(D) to "{e]ncourage innovation and market access for cost-effective
supply- and demand-side retail electric service inclnding, but not limited to,
demand-side management, time-differentiated pricing, and implementation of

advanced metering infrastructure"?

Yes. As explained in Book II and in the testimony of DP&L Witnesses Teuscher and
Bubp, DP&L's CCEM plan includes demand-side management programs, time-

differentiated pricing, and implementation of advanced metering infrastructure.
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Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(E) to "[e]nconrage cost-effective and efficient acceés to information
regarding the operation of the transmission and distribution systems of electric
utilities in order to promote both effective customer choice of retail electric sexvice

and the development of performance standards and targets for service quality for

all consumers, including annual achievement reports written in plain language"?

Yes. As explained in Book II and in the testimony of DP&L Witness Teuscher, DP&L's
CCEM plan includes implementation of a Smart Grid system, which will significantly
increase the amount of information regarding the operation of DP&L's system. That
information will promote customer choice becanse customers will have better

information regarding their energy usage patterns, and will permit enhanced reporting.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(F) to "[e]nsure that an electric utility's transmission and
distribution systems are available to a customer-generator or owner of distributed

generation, so that the customer-generator or owner can market and deliver the

electricity it produces”?

Yes. Again, as detailed in Book II and the testimony of DP&I. Wiiness Teuscher, the
Smart Grid infrastructure is expected to create an energy system that will permit DP&L

to enable distributed energy resources to be integrated into operations.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(G) to "[r]ecognize the continuing emergence of competitive
electricity markets through the development and implementation of flexible

regulatory treatment"?
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Yes. Under DP&L's ESP filing, customers are free to select 2 CRES Provider.
Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev,
Code § 4928.02(H) to "[eJnsure effective competition in the provision of retail
electric service by avoiding anticompetitive subsidies flowing from a noncompetitive
retail electric service to 2 competitive retail electric service or to a product or service
other than retail electric service, and vice versa, including by prohibiting the

recovery of any generation-related costs through distribution or transmission

rates"?

Yes. As explained in Book I and in the testimony of DP&L Wiiness Timothy Rice,
DP&L is in compliance with its Corporate Separation Plan, and will implement
procedures to ensure it complies with the Second Amended Corporate Separation Plan
that DP&L seeks Commission approval of in this procecding. Further, DP&L does not

propose to recover generation costs in distribution rates.

Is DP&L.'s ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(I) to "[ejnsure retail electric service consumers protection against

unreasonable sales practices, market deficiencies, and market power"?

Yes. DP&L provides services to customers only pursuant to a Commission-approved

tariff, and does not discriminate in the provision of its services.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Code § 4928.02(J) to "' |p]rovide coherent, transparent means of giving appropriate
incentives to technologies that can adapt successfully to potential environmental

mandates"?



10

11
12

13
14
15

16

17
18
19
20
21

Q.

23

Scott J. Kelly
Book I — Standard Offer
Page 6 of 7
Yes. As explained in Book III and in the testimony of DP&L Witness Stephenson,
DP&L plans to comply with the advanced energy targeis in Ohio Rev. Code § 4928.64 by
implementing energy efficiency programs as part of DP&L's CCEM plan. DP&L plans
to comply with the renewable energy targets in Ohio Rev. Code § 4928.64 through a

combination of purchasing Renewable Energy Credits, entering renewable energy supply

contracts, and (if economical) constructing new generation facilities.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.
Coade § 4928.02(K) to "'[e]ncourage implementation of distributed generation across
customer classes through regular review and updating of administrative rules
governing critical issues such as, but not limited to, interconnection standards,

standby charges, and net metering"”?
Yes. DP&L supports the review and updating of Commission rules, as appropriate.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Reyv.
Code § 4928.02(L) to "[p]rotect at-risk populations, including, but not limited to,
when considering the implementation of any new advanced energy or renewable

energy resource"?

Yes. DP&L's ESP plan maintains the low-cost generation rates from DP&L's rate plan in
Case No. 05-276-EL-AIR. Further, as explained in Book II and in the testimony of
DP&L Witnesses Michaelson and Hall, DP&L's CCEM program is projected to save
more in generation expenses and produce more benefits than the program costs. In
addition, as explained in Book Il and in the testimony of DP&L Witness Bubp, DP&L's
CCEM program includes certain components targeted at low-income customers (e.g.,

funding efficient lighting, new refrigerators, etc.).
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Is DP&L's ESP consistent with and does it advance the state policies in Ghio Rev.
Code § 4928.02(M) to "'[e]ncourage the education of small business owners in this
state regarding the use of, and encourage the use of, energy efficiency programs and

alternative energy resources in their businesses"?

Yes. As explained in Book II and in the testimony of DP&I. Witness Bubp, DP&L's
CCEM plan wili include an education component that provides information to all DP&L
customers, including small businesses, about how to participate in DP&L's enexrgy

efficiency programs.

Is DP&L's ESP consistent with and does it advance the state policies in Ohio Rev.

Code § 4928.02(N) to "[f]acilitate the state's effectiveness in the global economy"?

Yes. As explained in Book I and in the testimony of DP&L Witness John Wagner,
DP&L's ESP includes economic development programs that will encourage new
businesses to locate in DP&L's service territory and to help to retain existing businesses.
Further, as explained in Book II and in the testimony of DP&L Witness Bubp, DP&L's
CCEM plan ncludes energy efficiency programs that are designed to help businesses to

save money on their electric bill.

CONCLUSION

Does this conclude your direct testimony?

Yes, it does.
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INTRODUCTION

Please state your name and business address.

My name is Teresa F. Marrinan. My business address is 1065 Woodman Drive, Dayton,

Ohioc 45432.

By whom and in what capacity are you employed?

I am employed by The Dayton Power and Light Company ("DP&L" or "Company™) as

Vice President, Commercial Operations.

How long have you been in your present position?

I assumed my present position in August, 2007,

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

In my current position, I am responsible for the dispatch of DP&L’s generation fleet, its
fuel procurement and delivery, fuel and wholesale power contract administration, energy
and fuel trading activities, the market analytics function, DP&L’s relationship with PTM
and the operation of two unregulated subsidiary companies. I report to the Senior Vice

President of Generation and Marketing.

Will you describe briefly your edncational and business background?

I received a Bachelor of Science degree in Business Administration from the University
of Dayton in 1983 and an MBA from Xavier University in 1993. I joined DP&L in 1984
in the Company’s Regulatory Area. Iheld various positions in the Regulatory area until

1993 when I transferred to System Operating. Since 1993, I have held various roles
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including Energy Marketer, Risk Manager, Head Trader, Director, Managing Director

and my current position.

What are the purposes of this testimony?

The purposes of this testimony are twofold: 1) to discuss changes that have occurred
since DP&L’s 2005 Rate Stabilization Plan case was before this Commission and the
impacts of those changes on fuel, fuel-related and purchased power costs, and 2) to
explain the allocation methodology that the Company plans to use to allocate fuel, fuel-
related, purchased power, and emission ailowance costs to jurisdictional retail customers
for the purpose of the fuel and purchased power deferrals that are requested in this case, 1

support a portion of Chapter 5 of the Book I — Standard Offer.
RISING FUEL COSTS

Please explain the chalienges related to DP&L’s fuel, fuel-related, and purchased

power costs?

DP&L’s costs to procure coal and the volatility of coal prices have dramatically increased
since DP&L’s 2005 Rate Stabilization Surcharge (RSS) case was before this
Commission. Because coal-fired power plants produce 99% of the electricity generated
for DP&L’s jurisdictional retail load, DP&L has experienced a substantial increase in the
cost of fuel, despite significant investment in environmental equipment and operational
changes that have increased flexibility with regard to the types of coal that can be

consumed in DP&L’s power plants,
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Do DP&L’s current rates recover its current costs to provide standard offer

service?

No. DP&L estimates that in 2009 and 2010 the fuel, fuel-related and purchased power
costs associated with supplying standard offer service to our customers will be
significantly in excess of the amount recovered in rates. DP&L is seeking to defer actual
costs that exceed the fuel-related expenses currently included in authorized rates. DP&L

Witness Seger-Lawson provides testimony in this Book I on the amounts included in

current rates.

What are the main reasons why DP&L’s costs exceed what it is recovering in

authorized rates?

A number of factors have combined to cause DP&L’s fuel costs to far exceed the levels
built into 2005 rates: 1) production costs in the three coal basins that are the sources for
coal to the DP&L plants have increased significantly, some of which is attributable to
government mandates related to the Mine Improvement and New Emergency Rasponse'
(MINER) Act of 2006, to new requirements imposed by court rulings and to increased or
new taxes; 2) international demand for coal has pushed up prices as an increasing
percentage of existing coal production leaves the U.S. for export; and 3} the positive
environmental benefits from installing scrubbers and the positive benefits of being able to
bumn higher sulfur coal are offset in part by the fact that because the scrubber itself
requires power to operate, more coal must be burned to produce the same level of net
output. The first two factors in particular mean that the current market prices facing

DP&L as it executes new contracts are well above the average embedded price built into

the 2005 rates.
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What actions has DP&L taken to mitigate the increase in cost?

DP&L has made significant changes to reduce its coal costs, most notably switching to
lower priced, higher sulfur coals from the Iilinoig Basin and Northern Appalachia, which
now constitute a majority of its supply. The flexibility to burn these higher sulfur coals is
primarily due to the installation of scrubbers on power plants that DP&L owns, some of
which it operates and some of which are operated by other utilities. The flexibility to
burn higher sulfur coals, however, presents new operational challenges and increased
costs, including the use of additional chemicals that help remove sulfur and reduce the
potential for slagging. These new coals require significant effort to bum in facilities not
originally designed for their use. High sulfur coals from the Illinois Basin and Northem
Appalachia tend to have lower ash fusion temperatures creating a higher potential for
slagging in the boiler. DP&L has invested significant capital and incurs ongoing
increases in operation and maintenance expenses, withdnt which DP&L could not bum

these relatively less expensive fuels.

Are there other factors inflnencing DP&L’s costs of coal?

Yes. The same market pressures that have cansed the higher coal prices that DP&L has
experienced also affect coal purchased by other utilities that operate generating units in
which DP&L owns a minority share. DP&L purchases 56% of its coal for the Stuart,
Killen and Hutchings stations that DP&L operates; about 44% of its coal, however, is

purchased by other entities who procure coal for generating units in which DP&L owns a

share.
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Have there been any significant changes in other fuel or fuel-related costs?

Yes. The costs associated with the entire supply chain have been increasing. Increased
diesel fuel costs, for example, increase the costs of shipping coal by barge or truck.
DP&L’s costs for fuel oil used for start-up and flame stabilization have increased.
Increased natural gas prices increase the costs of operating peaking plants. Increased
natural gas prices also affect the costs of ammonia and other chemicals primarily derived
from natural gas and which are consumed in conjunction with coal consumption.
Further, DP&L is often a purchaser of power through PIM and the increased costs of
coal, natural gas, and oil incurred by sellers into the PJM market are reflected in the
market price of purchased power that DP&L incurs.

RELATIONSHIP OF COSTS TO STANDARD SERVICE OFFER
SALES

Have you identified the specific costs that are proposed for deferral and later

recovery?

Yes. Those costs and the specific FERC Accounts in which the costs are recorded are

described in detail by DP&L witness Campbell.

For the costs identified by Mr. Campbell, please explain the basis for including
these costs for deferral and future recovery through a tracking mechanism, while

excluding other types of costs?

For each of the costs that would be included in the deferral for later recovery, there is a

direct relationship between the level of costs incurred and the amount of output and sales

made to customers.
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Fuel, transportation costs, unloading costs, and fuel handling costs are directly related to
output and sales made to customers. DP&L cannot produce electricity from a coal-fired
or gas-fired plant without combusting coal or gas. The overall costs incurred to obtain
and use these fuels include transportation costs, whether by barge, train, truck, or
pipeline, and also include costs associated with unloading coal and handling it up to the
point of entering the coal bunker or hopper. These costs vary depending on how much

coal and gas is used.

Purchased power costs are incurred when necessary to supply power to customers during
periods when the amount of power generated by DP&L’s units is insufficient to meet
demand and when it is more economic than DP&L’s own generation. Again, these are

costs that are directly attributable to the kWh use of our customers.

Mr. Campbell also describes chemical costs that are recorded in FERC Account 502.
These are chemicals that are fuel-additives that are consumed in direct proportion to the
coal that is burned. Higher-sulfur fuel is substantially lower in cost than lower-sulfur
coal, but require the use of chemicals such as limestone, lime, soda ash or trona to
remove sulfur from the emissions stream. Again, these costs are incurred and the
chemicals consumed in direct proportion to the output of the generation units and the
sales made to customers. As with the coal and gas costs, the chemical costs reflected in
the deferral should be recorded on an “as-delivered” basis, so transportation and handling

costs are also included

The magnitude of gypsum disposal costs has significantly increased as a result of the

operation of the scrubbers that have been recently installed. The amount of gypsum
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produced that must be disposed of is a direct function of the amount of coal combusted
and the level of sulfur in the coal. These costs have also been affected by the increased
fees charged by landfills and the increased costs to transport waste to landfills. The costs

to be recorded and deferred would be the net of any proceeds from the sale of gypsum.

For emission allowances, beginning January 1, 2009 and continuing through December
31, 2010, the jurisdictional share of the costs of 2009 and 2010 emission allowances, net
of the jurisdictional share of proceeds of sales of 2009 and 2010 vintages would be

charged or credited to the deferral.

How does DP&L intend to allocate the costs to be tracked and deferred to

jurisdictional retail load?

DP&L is proposing to use a “slice of system” méthodology, also known as a “load ratio
share” or an “average cost™ method, that will allocate costs between jurisdictional retail
load and term wholesale sales load. All the fuel, fuel-related, and purchased power
expenses identified by DP&L witness Campbell will be allocated using an appropriate
kWh allocator. Costs associated with non-jurisdictional opportunity sales would be

removed and specifically assigned prior to the allocation.
Please define the terms that you will be using to explain this proposal.

“Term commitments” is being used here to describe customers for whom DP&L has
commitments to serve in excess of one day. DP&L’s jurisdictional retail customers are
“term commitments™ as are DP&L’s municipal utility customers that are currently served
under 20-year contracts. When distinguishing between the two groups, I use

*“jurisdictional retail” and “term wholesale sales.” In contrast, “non-jurisdictional
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opportunity sales” as defined here will be transactions in wholesale markets that occur for
periods of one day or less. An example of a non-jurisdictional opportunity sale is the
hourly or daily sale to PJM resulting from the economic dispatch of generation in excess

of the needs of our term commitments. Another example of a non-jurisdictional

opportunity sale would be a daily or hourly sale of power into MISO markets.
Please describe how the proposed methodology would generally work.

The fuel costs associated with starting and running the DP&L owned generation, along
with any purchases made to meet term commitments would be identified. These costs
would then be allocated between jurisdictional retail and term wholesale load based on
kwh consumption in each hour that the costs are incurred. The costs attributed to
jurisdictional retail load that are above the amount currently recovered in retail rates
would be deferred. Where practical, the costs will track actual hourly cost data. For
example, the energy component of PJM’s Locational Marginal Price (LMP) varies
hourly. Similarly, the costs of fuel for generation will generally change hour by hour as a

function of changes in output at various facilities.

The incremental fuel costs associated with non-jurisdictional opportunity sales would be

excluded from the costs allocated to term committed load.

Aside from the incremental fuel cost of producing the opportunity sale MWh’s,

what other costs wonld need to be identified for these sales?

Start-up and “no load™ costs will be specifically assigned to non-jurisdictional

opportunity sales if units are brought on line that are not needed for tsmm commitments.
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While it is less likely that a generation unit would be started to make a non-jurisdictional
opportunity sale, to the extent that occurred, the start-up costs would be specifically
assigned to the non-jurisdictional opportunity sale. To the extent that there are purchased
power costs or other fuel-related costs incurred in connection with the non-jurisdictional

opportunity sale, those would also be excluded.
How will emission allowances be allocated to jurisdictional sales?

Emission allowance costs and sales proceeds will be allocated between term committed
groups based on an annual kWh allocator. The allocation is thus on a load ratio share but

is not done based on the hour by hour loads

Please describe in greater detail the circumstances nnder which non-jurisdictional

opportunity sales occur and how costs will be treated.

DP&L is required as a participant in PJM to bid in all of its generators in the day ahead
market each day. To the extent that PYM schedules more energy from these units in a
given hour than is needed to meet the requirements of DP&L’s term committed load, this
excess is sold into PJM markets. Similarly, PYM dispatches the committed generation in

real time. Real time generation in excess of term needs is liquidated at the hourly

clearing price in PJM.

‘What other transactions would be excluded from the calculation of fuel costs to be

allocated to customers with whom DP&L has term commitments?

Also excluded would be all purchases and sales of an opportunistic nature that are made

by DP&L’s trading employees. These include purchases and sales made between 1ISO’s
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when one market may have a higher clearing price for a given period of time. The costs
of these transactions would be specifically assigned to the non-jurisdictional opportunity

sales or, if necessary to make term committed customers whole, credits would be

provided to term committed customers.

For what period does DP&L propose to use the above allocation method?

DP&L proposes the use of the above allocation method for use between January 1, 2009

.and December 31, 2010.

CONCLUSION

Please summarize your testimony.

In summary, because of the significant increases in costs that the Company is
experiencing, DP&L is requesting approval to defer the retail-jurisdictional share of the

fuel and fuel-related costs described above that exceed amounts currently reflected in

rates.

Does this conclude your direct tesiimony?

Yes, it does.
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INTRODUCTION

Please state your name and business address.
My name is Timothy G. Rice and my business address is 1065 Woodman Drive, Dayton,

Ohio, 45432

By whom and in what capacity are you employed?
I am employed by The Dayton Power and Light Company (“DP&L” or the “Company’)

as Vice President, Assistant General Counsel and Corporate Secretary.

Will you describe briefly your educational and business background?

I received a Bachelor of Arts degree in Political Science from Ohio Northern University
in Ada, Ohio, in 1976. Ireceived a Juris Doctor degree also from Ohic Northern in 1979,
I am licensed to practice law in the State of Ohio and in the U.S. District Court for the
Southern District of Ohio, the Sixth Circuit Court of Appeals and the United States
Supreme Court. I have been employed by DP&L since 1985 in various positions within
the Legal Department, including Attomey II, Senior Attorney, Associate Counsel,
Assistant General Counsel, and Vice President, Assistant General Counsel and Corporate

Secretary, my present position.

How long have you been Vice President, Assistant General Counsel and Corporate
Secretary?

I assumed my present position in February 2008.

What are your responsibilities in your current position and to whom do you report?
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I provide legal services to DP&L primarity in the financial areas, including bonding,
mortgage administration, tax, ERISA, and corporate matters. I am also involved with the
corporate governance:and corporate compliance areas, including compliance with
reporting obligations to the Securities and Exchange Commission and the New York

Stock Exchange. Further, I serve as the Secretary to the Company’s Board of Dircctors.

I report directly to the Senior Vice President and General Counsel.

Have you previously provided testimony before the Public Utilities Commission of
Ohie ("PUCO" or the "Commission’)?
Yes. Iprovided direct testimony in support of the Company’s initial Corporate

Separation Plan, in Case No. 99-1687-EL-ETP.

SUBJECT OF TESTIMONY

What is the purpose.of your testimony in this proceeding?

My testimony sponsors DP&L's Second Amended Corporate Separation Plan in this -
proceeding, which remains substantially unchanged and consistent with the
Commission’s Rules and prior orders. The Second Amended Corporate Separation Plan
1s attached as Exhibit 4 to Book 1. Additionally, my testimony supports the Notice of
intent to transfer seieqted DP&L generating assets, and further supports the améndment
of services that the C-?clllt.npany can provide to customers as a result the General

Assembly’s approval of §.B. 221.
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DP&L’'S SECOND AMENDED CORPORATE SEPARATION
PLAN

Is DP&L currently in compliance with its Amended Corporate Scparation Plan
dated February 28, 2000?

Yes. DP&L has functionally separated its businesses of providing noncompetitive retail
electric service from its businesses of providing competitive retail electric service and
services other than retail electric service. DP&L has implemented and complied with the
Code of Conduct that govemns its financial and other relationships with its affiliates, and

DP&L has maintained a Cost Allocation Manual.

Under the Second Amended Corporate Separation Plan, will necessary separation
of functions be maintained?

Yes. DP&L and its affiliates will continue to provide noncompetitive retail electric
services and products or services other than retail electric service separately from either
(1) a competitive retail electric service or (i) a non-electric product or service in
accordance with a Commission-approved Corporate Separation Plan, except as otherwise

expressly permitted by state statute.

Please describe DP&L’s proposed Second Amended Corporate Separation Plan.
DP&L plans to maintain functional separation of its businesses of providing competitive
retail electric service and non-electric products and services, from its business of
providing noncompetitive retail electric service and products or services other than retail
efectric service, except as authorized by a Commission-approved Corporate Separation

Plan and except as expressly authorized by state statute. DP&L will continue to operate
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all such businesses under a Code of Conduct and separately account for each business
with a Cost Allocation Manual, to avoid any cross-subsidies. DP&L will implement a
revised education plan that provides the opportunity {either on-line or in person) for each
employee to receive training to better understand employee obligations under DP&L's

Second Amended Corporate Separation Plan.

GENERATING ASSETS

Does DP&L. intend to transfer any rights it owns in generation facilities?

Yes it does. DP&L is a 4.9% shareholder in the Ohio Valley Electric Corporation
(“OVEC"), a company created in 1952 by several utilities in the region to provide power
to a uranium enrichment facility near Portsmouth, Ohio for the Atomic Energy
Commission (“AEC” n.k.a. the United States Department of Energy). OVEC signed a
power agreefnent with the AEC, which provided for excess energy sales to the utilities
that created OVEC that were not otherwise used by the AEC. That power agreement
between OVEC and AEC was terminated in April 2003, making the entire output of
OVEC available to the owner-utilities in proportion to their respective ownership interest,
DP&L's investment in OVEC has not been and is not currently in DP&L’s rate base.
These contractual and shareholder rights are not subject to the transfer restrictions of
Ohio Rev. Code § 4928.17(E). The reason is that Ohio Rev. Code § 4928.17(E) as
recently amended restricts an electric utility from transferring “generating assets it wholly
or partially owns” without obtaining the Commission’s prior approval. DP&L does not
own any of the generating assets of OVEC. Rather, it has the contractual right to receive

electric power from OVEC proportionate to its shareholder interest. While DP&L does



84

85

86

87

38

89

90

91

92

93

95

96

97

98

99

100

101

102

103

104

Timothy G. Rice
Book I — Standard Offer
Page 50f 6
not believe that it is required to obtain approval from the PUCQO to transfer “contractual”

rights as opposed to “ownership rights”, DP&L is nonetheless providing notice of its

intent to transfer these contractual rights to DPLE.

Does DP&L intend to transfer any other rights it owns in generation facilities?
Yes, it does. DP&L currently owns three peaking unit stations, commonly called Tait
Units1-3, that were constructed after DP&L's last formal electric rate case in 1991,
These peaking facilities are currently not in rate base. These peaking units are natural
gas-fired and have a nominal generating capacity in the aggregaie of 240 MW, and a
summer capacity in the aggregate of approximately 219 MW. Cuirently, Ohio law,
including 8.B. 221, does not address the treatment of gencrating asseis owned by the
Company but not assigned to the Company’s retail load, and not included in rate base.
Accordingly, the Company gives notice of its intent to transfer these assets to its

unregulated affiliate DPLE.

EXPANSION OF SERVICES PERFORMED BY DP&L

Why is DP&L proposing to provide expanded services?

Under Ohio Rev. Code § 4905.31 as recently amended, DP&L has the authority to enter
“into any reasonable arrangements with. . . one or more of its customers, consumers or
employees providing for any of the following. . . (E) Any other financial device that may
be practicable or advantageous to the parties interested.” Pursuant to that section, DP&L
is seeking the authority to provide “behind the meter” services that will be of value to

DP&L's distribution customers.
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What types of special services does DP&L intend to provide its customers?
DP&L proposes to provide special services including, but not limited to, the following:
designing and constructing customer-owned electric facilities; addressing power quality
issues on customer equipment; performing customer equipment maintenance; providing

entrance cable repair; disconnecting and refastening customer-owned equipment; and

providing restorative temporary underground service.

How will the customer know that someone other than DP&L can perform such
special services?
DP&L's tariff will state that no approved special services can be provided to the customer

until DP&L first notifies the customer that other suppliers may supply this same service.

How will DP&L account for the rendition of any special services?

DP&L will provide such approved special services at a rate negotiated with the customer,
but in no case will the negotiated rate be less than on a fully-allocated cost basis. Further,
such special services will be provided only if their provision does not unduly interfere

with DP&L’s obligation to serve its customers.

CONCLUSION

Does this conclude your pre-filed direct testimony?

Yes it does.
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INTRODUCTION

Please state your name and business address.

My name is Dona R. Seger-Lawson. My business address is 1065 Woodman Drive,

Dayton, Ohio 45432,

By whom and in what capacity are you employed?
I am employed by The Dayton Power and Light Company ("DP&L" or "Dayton" or the

"Company”) as Director, Regulatory Operations.

Will you describe briefly your educational and business background?

I received a Bachelor of Science degree in Business Administration with majors in
Finance and Management from Wright State University in Dayton, Ohio in 1992, 1
achieved a Master in Business Administration with a Finance Administration
concentration also from Wright State University in August of 1997, [ have been

employed by DP&L in the Regulatory Operations division since 1992.

How long have you been Director of Regulatory Operations?
T assumed my present position on August 25, 2002. Prior to that time, I held various
positions in the Rates/Pricing Services/Regulatory Operations division, my most recent

prior position being that of Manager, Regulatory Operations, beginning in February 2001.

What are your responsibilities in your current position?
I have overall responsibility for all base rate development, for both retail and wholesale

electric rates. I am responsible for evaluating regulatory and legislative initiatives, and
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regulatory commission orders that impact the Company's retail and wholesale rates and

overall regulatory operations.

Have you previously provided testimony before the Public Utilities Commission of
Ohio ("PUCO" or the "Commission")?

Yes. | have sponsored testimony in Case No. 99-220-GA-GCR; Case No. 00-220-GA-
GCR; DP&L's Electric Transition Plan, Case No. 99-1687-EL-ETP; DP&L's Extension
of the Market Development Period Case No. 02-2779-EL-ATA; in Opposition to the
Complaints in Cases Nos. 03-2405-EL-CSS, and 04-85-EL-CSS; and in the Company’s

Rate Stabilization Period Case No, 05-276-EL-AIR.

PURPOSE OF TESTIMONY

What are the purposes of your testimony in this proceeding?

The purposes of my testimony are to support the Chapters 1 and 2 of DP&L’s Book I -
Standard Offer, as well as the rate-related portions of Chapter 5 related to Fuel. Further, I
support the changes to Tariff Sheet No. G9, Competitive Retail Generation Service,

which contains the proposed changes relating to Government Aggregation as discussed

below.

STANDARD SERVICE OFFER
Under what provisions of the Ohio Revised Code (“ORC”) is DP&L providing its
standard service offer (“SS0”)?
DP&L proposes through this filing to comply with ORC §§ 4928.141(A) and

4928.143(D). Accordingly, DP&L’s SSO will reflect the terms, conditions, and rates
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consistent with the Company’s current rate plan that runs through December 31, 2010,
the Rate Stabilization Plan (“RSP") Stipulation in case No. 05-276-EL-AIR, adjusted for
costs that are not being recovered under the current rate plan. Specifically, the Company
is seeking incremental recovery of costs related to compliance with ORC 4928.64
(Alternative energy requirements), and compliance with ORC 4928.66 (Energy efficiency
requirements), and deferral of costs associated with compliance with ORC 4928.141
(standard service offer/default service) for the continuation period of the Rate

Stabilization Plan.

Can you describe where in this filing the incremental recovery or deferral of costs
DP&L is seeking?

Yes. Consistent with ORC § 4928.143(D), DP&L is proposing incremental adjustments
that are not currently being recovered under the rate plan: 1) alternative energy
compliance costs for the Company’s efforts to comply with ORC § 4928.64 (sce Book 11
of this filing), 2) energy efficiency and infrastructure modernization costs in an effort to
comply with ORC § 4928.66 (see Book II of this filing), 3) costs to comply with SB 221
SS0 and defanlt service related to fuel costs that exceed the amount currently being
recovered in rates (see Chapter 5 of Book I of this filing), and 4) costs related to
implementing the economic development tariffs and programs to comply with proposed
OAC § 4901:1-38 (see Chapter 3 of Book I of this filing and supporting Testimony of

DP&L Witness Wagner).

How does this proposal comply with ORC § 4928,143(D)?
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For reference, that section of the Code states in pertinent part:

“the utility may include in its electric security plan under this section, and the
commission may approve, modify and approve, or disapprove . . .provisions for the
incremental recovery or the deferral of any costs that are not being recovered under the
rate plan and that the utility incurs during that continuation period to comply with section
4928.141, division (B) of section 4928.64, or division (A) of section 4928 66 of the

Revised Code.”

The above-listed costs are all incremental adjustments and are not being recovered under

the Company’s current rate plan (the RSS Stipulation).

Are the components of DP&L’s existing rate plan it seeks to continue publicly
available?

Yes. DP&L’s existing RSP was approved by the Commission in its Opinion and Order
dated December 28, 2005, in Case No. 05-276-EL-AIR. The November 3, 2005
Stipulation and Recommendation filed in that same case number and adopted as modified
by the Commission in the December 28, 2005 Opinion and Order is likewise publicly

available and provides additional detail as to DP&L’s SSO.

GOVERNMENT AGGREGATION

Is the Company planning te change the way that it addresses goveyrnment

aggregation in its terms and conditions of standard offer service?
Yes. DP&L proposes a revision of the terms and conditions contained in Tariff Sheet

No. G9, Competitive Retail Generation Service, 10 require customers that return to
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utility-supplied retail generation service, to do so at market-based rates. Those proposed
changes are contained int a redlined version of DP&L’s Tariff Sheet No. G9 a5 contained

in Chapter 6 of this Book I - Standard Offer.

Why is the Company proposing to make this change at this time?

ORC § 4928.20(T) and (J), as well as all elements of Ohio Electric Choice, are
inconsistent with traditional, stable, cost-of-service based utility service, When large
groups of customers leave SSO, whether throngh government aggregation programs or
other types of aggregation, the Company and remaining native load SSO customers face
financial risk as the Company is no longer serving those cestomers through traditional
rates. Further, if and when the customers return to SSO at the end of the program term,
the Company faces financial and operational risks if the Company is expected to procure
power from the market to serve those returning customers at its existing fixed, average,

SSO-tariffed rates.

The Commission has the authority pursuant to ORC §4928.143(BX2)(d) to approve
“terms, conditions, or charges relating to limitations on customer shopping for retail
electric generation service . . . that would have the effect of stabilizing or providing
certainty regarding retail electric service.” In light of the risks described above, DP&L
believes the Commission should approve terms and conditions of service that provide for
stability for native load customers. DP&L.’s ability to offer traditional, stable, electric

service to its native load customers is diminished bys the risk associated with switching

customers.
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What are the terms and conditions under which returning customers will take
service?

DP&L will file with the Commission in a separate tariff filing a new Tariff Sheet No.
(G23 to implement a new Adjustable Rate Tariff. By way of history, DP&L’s proposed
Adjustable Rate Tariff was originally filed in Case No. 01-1938-EL-ATA. The parties to
that case never resolved the terms and conditions of service and the case was nltimately
closed without approval of the proposed Tariff. DP&L’s new Tariff Sheet No. G23 will
reflect the fact that the Company is now a member of the PYM RTO and is subject to
terms, conditions, and prices different from those previously established in the initial

application for approval.

Does this change affect the unavoidable generation charges assessed to DP&L’s
Customers that take service from a CRES Provider?

No. This does not affect the unavoidable generation charges assessed to DP&L's
customers that take service from a CRES Provider pursuant to a large-scale government
aggregation program, but does place the risk of market prices squarely with the customer
that makes a choice to participate in such a program. By transferring market price risk
directly to the customer that chooses to accept that risk, the Company has treated fairly its
remaining SSO customers such that they are not adversely affected by a customer’s
election to choose to take generation service from a CRES Provider. Thus, the Company
is proposing terms and conditions that have the effect of stabilizing prices to SSO

customers while placing the risk on the customer that causes it.
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FUEL
Does DP&L cnrrently have an Electric Fuel Clause in effect?
No. DP&L'’s last fuel clause case was in Case No. 99-0105-EL-EFC in 1999. Through

that case, the Electric Fuel Component (“EFC”) was fixed at 1.3 cents per kWh.

What has happened since 1999?

When Senate Bill 3 was passed, EFC rates that were in effect at the time were frozen and
combined with base rates to establish the generation rates at that time. In March of 2005,
DP&L filed Case No. 05-276-EL-AIR to seek implementation of its Rate Stabilization
Surcharge (“RSS™), to recover growing fuel, environmental, taxes, security, and cyber
security costs. Through that case, DP&L justified jurisdictional retail fuel and purchased
power cost of aver $88 million, in addition to other related expenses that in total
exceeded $117 million in the test period. The Stipulation in that case resulted in DP&L
being authorized to recover approximately $76 million of these expenses, or 0.5 cents per
kWh, through the RSS rider and additional recovery for environmental expense through

an Environmental Investment Rider (“EIR™).

What is the amount that is currently being recovered via rates for fuel?

When the Commission approved the RSS Stipulation it was clear to all parties that the
RSS rate was a charge designed to compensate DP&L for being the provider of last
resort. However, because the costs that were used to justify the RSS rider were fuel, fuel-
related, taxes, security and cyber-security costs, one could conclude that a portion of the

RSS charge was fuel and fuel-related. Because fuel and purchased power reflected
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approximately 75% of the costs that justified the RSS rider, one could argue that 75% of
the RSS rider is related to fuel. However, through this filing, DP&L treats the RSS rate
as reflective of fuel and fuel-related costs. Based on this proposition, which is favorable
to customers, the total amount of fuel and purchased power costs currently being
recovered in DP&L’s jurisdictional retail rates, since January 1, 2006, 1s 1.8 cents per

kWh (EFC of 1.3 cents, plus RSS of 0.5 cents).

Why is DP&L seeking to defer fuel costs instead of seeking to recover them
contemporaneously?

In an effort to maintain and abide by DP&L’s current rate plan, approved in the 2005
Case No. 05-276-EL-AIR, and to maintain current rates through the end of 2010, DP&L
is seeking Commission approval to defer incremental costs associated with fuel, fuel-
relaied, and purchased power that exceed the amount currently being recovered in rates,

for the period January 1, 2009 through December 31, 2010,

When does the Company propose to recover these costs?
DPé&L proposes to recover these deferred costs over a ten-year period via a fuel recovery

mechanism beginning January 1, 2011.

CONCLUSION

Does this conclude your testimony?

Yes, at this time.
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INTRODUCTION

Please state your name and business address.

My name is John B. Wagner, Ir. My business address is 1065 Woodman Drive, Dayton,
Ohio 45432

By whom and in what capacity are you employed?

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

the Manager, Retail Pricing.

How long have you been in your present position?
1 assumed my present position in March of 2008. Prior to that, I held various positions as

a rate/regulatory consultant and as a Director of Regulatory Services for Southern

Maryland Electric Cooperative.

What are your responsibilities in your current position and to whom do you report?
In my current position, I am responsible for the administration of rates, the development

of new retail rates and for providing regulatory support. 1report to the Director of

Regulatory Operations of DP&L.

Will youn describe briefly your educational and business background?

Yes. Ireceived a BS degree in Business Administration from The University of South
Carolina in 1976. I have worked exclusively as a utility rate specialist for the past 32
years, most of that time as a Vice President of a major consulting firm. 1have also
worked as an independent rate/regulatory consultant and as Director of Regulatory

Services for an electric utility. Please see my Exhibit JBW - 1 for a more complete

summary of my professional experience.
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Have yon previonsly provided testimony before the Public Utilities Commission of

Ohio ("PUCQ" or the "Commission™), or any other federal, state or local
regulatory authority?

Yes. Ihave sponsored testimony before numerous regulatory authorities. Please see my
Exhibit JBW — 1 for a complete list of my appearances as an expert witness. Iam also

testifying in Book II, the Customer Conservation and Energy Management component of

the case.

What is the purpose of this testimony?

The purpose of this testimony is to support and explain DP&L’s application for approval

of its Economic Development Arrangements.

What Chapter and Schedules are you supporting?
I am supporting Chapter 3, the Economic Development Plan in this case and Schedule A-
1 which is the economic development cost summary, Schedule A-2 which is the |
calculation of the Economic Development Cost Recovery Rider, Schedule E-5 which is
the typical bill comparizon between 2009 rates and 2009 rates adjusted for the Economic
Development Cost Recovery Rider, and Workpaper WPA-1 which is the initiel estimate
of customer discounts. 1 am also supporting Tariff Sheet No. D41 which is the Economic
Development Cost Recovery Rider and Exhibit 3, which is the Economic Development

Application. Finally, I support the Company’s Operational Support Plan.

DP&L'S ECONOMIC DEVELOPMENT ARRANGEMENT POLICY

Can you please deseribe the purpose of DP&L’s Economic Development

Arrangements and describe how process for PUCO approval would work?
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Yes. The General Assembly recently enacted Amended Substitute Senate Bill 221. That

law included a requirement that all effected utilities make available economic
development arrangements. In each case, an applicant would have to provide data to the
PUCO for consideration and the PUCQ would determine if the applicant qualifies for an
economic development arrangement and the level of discount awarded. DP&L would act
in support of the process providing data and accompanying the applicant to the PUCO to
present their information. Based on the PUCO’s rules, each application for economic
development, energy efficient manufacturing and special arrangements will have to be
approved by the PUCO, DP&L will act only in support of the process. The PUCO’s rules

provide guidelines that will help the applicants develop their case with the PUCO.

Can you summarize the components of the legislation that address ecopomic
development?

Yes. The law is specific that the purposes of its economic development program are to
“facilitate the state’s effectiveness in the global economy, to promote job growth and
retention in the state, to ensure the availability of reasonably priced electric service, to
promote energy efficiency and to provide means of giving appropriate incentives to
technologies that can adapt successfully to environmental mandates in furtherance of the

policy of the state of Ohio embodied in section 4928.02 of the Revised Code.”

Do DP&L’s proposed Arrangements satisfy legislative requirements?

Yes. Our proposed arrangements are reflective of the Commission’s proposed rules as

delineated in case No. 08-777-EL-ORD.

How has DP&L structured the components of its economic development plan?
DP&L’s program is a package of different incentive plans. Specifically there are three

different arrangement programs, two for Economic Development and an Energy
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Efficiency manufacturing program. DP&L has also included a Recovery Rider as

allowed by OAC 49061:1-38-08.

Please describe each section or schedule in detail,
I will begin by addressing the programs which meet the Economic Development

requirements set forth in OAC 4901:1-38-03, and work through the others in order.

DP&L’s ECONOMIC DEVELOPMENT ARRANGEMENTS

What is DP&L’s plan for addressing the requirement for an Economic Development
Arrangement?

In response to the recently enacted state law and comesponding PUCO proposed rules,
DP&L. proposes to provide incentives to business concerns to spur economic
development in its service territory, thereby benefiting all segments of its customer base
and the state as a whole. There are two sub-categories to the economic development
arrangement: one for new or expanding customers and one aimed at retaining existing
customers that are likely to cease or to reduce operations.  The “Unique Arrangement™

category is broader and allows the PUCO more discretion in granting discounts to

Customers.

As to the first arrangement program, the one aimed at new or expanding businesses,
what customers will qualify for a discount on electric rates under this arrangement?
In order to qualify under the terms of this program the customer must fit into the
parameters in the PUCO rules. The customer must submit an application along with
verifiable information detailing how the criteria are met, and must provide an affidavit

from a company official as to the veracity of the information provided.
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What are the specific qualifications that must be demonstrated?

The specific qualifications are as follows:

(1) Eligible projects must be for non-retail purposes. (2) At least twenty-five new, full-
time jobs must be created within three years of initial operations. (3) The average hourly
base wage rate of the new, full-time jobs must be at least one hundred fifty percent of the
federal minimum wage. (4) The applicant must demonsirate financial viability. (5) The
applicant must identify local (city, county), state, or federal support in the form of tax
abatements or credits, jobs programs, or other incentives. (6) The applicant must identify
potential secondary and tertiary benefits resulting from its project including, but not
limited to, local/state tax dollars and related employment or business opportunities
resulting from the location of the facility. (7) The applicant must agree to maintain

operations at the project site for the term of the incentives.

If an applicant meets all of the stated requirements to qualify as a new or expanding

business, what discount are they given?

Discounts will be determined by the PUCO after the applicant and DP&L have presented

the relevant information to the PUCQ for consideration.

As to the second proposed Economic Development Arrangement, the one aimed at
retaining existing businesses in danger of leaving the State, what customers will
qualify for a discount on electric rates under this arrangement?

The goal of this Arrangement is to provide an incentive to Ohio-based businesses that are
in danger of ceasing, reducing operations, or relocating their operations out-of-state.
Under this Arrangement, eligible projects must be for non-retail purposes, the number of
full-time jobs to be retained must be at least twenty-five, the average billing load {in

kilowatts to be retained) must be at least two hundred fifty kilowatts, the customer must



10
.1
12

13

14

15

16

17

18
19

20

21

V.

John B. Wagner, Jr.
Book I — Standard Offer

Page 6 of 11
dermnonstrate that the cost of electricity is a “major factor” in its decision to cease, reduce,

or relocate its facilities to an out-of-state site, the customer must identify any other local,
state, or federal assistance sought and/or received in order to maintain its current

operations, and the customer must agree to maintain its current operations for the term of

the incentives.

If an applicant meets all of the stated requirements to qualify as a business in
danger of leaving the state, what discount are they given?
Like the New Customer Arrangement, the level of discount will be determined by the

PUCO based on the data presented by the applicant and DP&L.

One of the requirements of both of these programs is that an official from the
customer’s company has to sabmit an affidavit. Why?

The law, and accordingly our proposed Arrangement, requires an applicant company to
submit verifiable information detailing how the required criteria are met, and must
provide an affidavit from a company official as to the veracity of the information
provided. The affidavit helps to assure that the benefits of the law are provided only to
customers that meet the requirements of the stature and will help determine the
Commission’s ruling on each application.

DP&L’'S ENERGY EFFICIENCY MANUFACTURING
ARRANGEMENT

Please describe DP&L’s Energy Efficiency Manufacturing Arrangement.
DP&L proposes to support incentives to business customers that manufacture-energy-

efficiency related equipment or components as described in the PUCO’s rules.
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What groups will qualify for a discount on electric rates under this Arrangement

and what qualifications must be demonstrated?
The PUCO rules for this program require the customer to fit into certain parameters. The
customer must submit an application along with verifiable information detailing how the

criteria are met, and must provide an affidavit from a company official as to the veracity

of the information provided.

What are the specific qualifications that must be demonsirated?

The customer must be an energy-efficiency production facility as defined in Chapter
4901:1-38-04 of the O.A.C. The customer must create at least ten new full-time or the
equivalent of full-time jobs within three years of initial operations. The average hourly
base wage rate of the new, full-time or full-time-equivalent jobs must be at least one
hundred fifty percent of the federal minimum wage at the time of the application. The
customer must demonstrate financial viability, and finally, the customer must agree to

maintain operations at the site for the term of the incentives.

What benefit will a qualifying customer receive under this Arrangement?

Discounts will be determined by the PUCO based on the data presented to the PUCO by
the applicant and DP&L.,

DP&L’'S COST RECOVERY TARIFF

Is DP&L seeking cost recovery for these programs?

Yes. According to O.A.C. 4901:1-38-08 each electric utility may apply for a rider for
recovery of certain costs associated with its delta revenue related to these programs, and
DP&L has included such a rider. As permitted by law, DP&L is requesting recovery of

administrative costs related to the programs as part of the rider. Also, according to the
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new law, the rider shall be spread among all customers in proportion to the current

revenue distribution between and among classes, subject to change, alteration, or

modification by the Commission.

How does DP&L propose to charge the Economic Development Cost Recovery

Rider?
The Economic Development Cost Recovery Rider will be assessed on all kilowatt-hours

(kWh) of electricity distributed by the Company at the rates stated below.

Line | Tariff Class | Rider

1 Residential 0.0002931
2 Residential Heat 0.0002534
3 Secondary 0.0002333
4 Primary 0.0001151
5 Primary Substation 0.0000215
6 High Voltage 0.0000280
7 Street Lighting 0.0001489
8 Schools 0.0002676
9 Private Outdoor Lighting 0.0003638

Rates will be effective on a bills-rendered basis beginning with the Company’s first cycle
billing unit for the month of April 2009. The Cost Recovery Tariff will be assessed until

the Company’s expenses are fully recovered and the Company is proposing that it will be
revised twice a year.
How did you calculate the initial recovery rate?

The initial Economic Development recovery rider amount is calculated on Schedule A-1,

Schedule A-2 and Workpaper WPA-1. These amounts are based on estimated levels of



10

.11
12

13

14
15
16

17

18

19

@

22

VI.

John B. Waganer, Jr.
Book 1 ~ Standard Offer

Page 9 of 11
program participation as well as DP&L’s estimated additional billing costs and

administration costs for the program.

Does DP&L have another pending application that relates to economic
development?

Yes. DP&L currently has one application for a Building Redevelopment program
pending before the PUCO in Case No. 07-1079-EL-ATA. This program’s tariff is

designed to encourage customers to redevelop existing facilities.

How did DP&L propose recovery for the discounts provided through its Building

Redevelopment program?

In Case No. 07-1079-EL-ATA, DP&L proposed deferral of all discounts provided for
future recovery. The application in Case No. 07-1079-EL-ATA should be approved, and
upon approval, DP&L requests that any such discounts provided in that program also be

recoverable through the proposed Economic Development Recovery Rider.

Have you developed a typical bill comparison for the Economic Development Cost

Recovery Rider?

Yes. Schedule E-5 is a typical bill comparison between 2009 rates and 2009 rates

adjusted for the economic development cost recovery rider.

PENALTY

What if a customer applies and receives a benefit under this incentive structure but

later fails to live up to the stated requirements?

If the customer fails to substantially comply with any of the criteria for eligibility, after

reasonable notice, DP&L will terminate the arrangement. In conjunction with such
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termination DP&L may charge the customer for all or part of the incentives previously

provided.

OPERATIONAL SUPPORT PLAN

What is the background of the Company’s Operational Support Plan?

DP&L proposed an Operational Support plan as part of its filing in Case No. 99-1687-
EL-ETP. Through settiement negotiations the Company agreed to certain elements that
were covered by the Operational Support Plan, and agreed to continue to work with
interested parties in Case No. 00-813-EL-EDI to address other terms and conditions that
govern the relationship between the utility and CRES providers that registered to serve
retail customers within DP&L’s service territory. The net effect of those cases is that the
Company’s Operational Support Plan is now embodied in DP&L Tariff Sheet No. G8,
Altemmate Generation Supplier Coordination Tariff. That tariff has since been modified,

but remains in effect today and constitutes the Company’s existing Operational Support

Plan.

Has the Operational Suppﬁrt Plan been implemented and are there any outstanding
problems with the implementation?

The Company’s Operational Suppoﬁ Pian has been implemented and it is not aware of
any problems or issues with its implementation. The Company has upheld its obligations
and requirements under its Operational Support Plan and is not aware of any unresclved
or outstanding CRES Provider issues or complaints. DP&I. would note, however, that
when the Company’s Operational Support Plan was developed, CRES Providers which
are certified by the Commission were the only competitive service providers that existed.

Since DP&L became a member of PTM, other competitive service providers have been
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created. These newly-created entities market and coordinate curtailment services among

customers and receive payments under various PJM Demand Reduction (DR) programs.
The PUCO needs to consider certifying these entities just as it certifies CRES Providers
to operate in Ohio. At the least, the Company will monitor developments at PJM
regarding the operations and the business rules for these new market entrants and will
modify its Operational Support Plan, if necessary, to accommodate the interaction with
and data requirements of Curtailment Service Providers. It may become necessary to
develop tariffs to recover the cost of serving Curtailment Service Providers, depending
upon their activities in the Company’s service territory and upon mandates placed on

EDUs by PIM to serve their settlement needs and data requirements.
CONCLUSION

Is there anything that yon would like to say in conclusion?
Yes. In conclusion, I believe that The Company’s proposed Arrangements fully comply
with the mandates in, and the spirit of, the new law. I believe that it fully satisfies the

PUCO rules and will in the end serve to benefit all residents of the State.

Does this conclude your direct testimony?

Yes, it does.
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Please state your name, address and occupation.

My name is John B. Wagner, Jr. Tam the Manager, Retail Pricing for the Dayton Power & Light
Company (DP&L), 1065 Woodman drive, Dayton, OH. 1 am responsible for the administration
and design of the Company’s retail rates. I have been providing rate design, pricing, costing,
energy efficiency and load research services for the past thirty years. 1have appeared in several
jurisdictions throughout the country. Page three of this exhibit lists my expert witness

appearances.

I have served as an instructor for pricing and costing courses sponsored by the Electric Council
of New England (ECNE), the American Public Gas Association (APGA) and INFOCAST.

Working with clients throughout the country, I have assisted in the establishment of energy
efficiency programs and load research programs, developing methods for applying out of period
and borrowed data for program evaluation and rate design. Ihave also worked with energy

suppliers, local governments and community groups to retain key accounts as utility customers

and local employers.

In 1976, I received my B.S. degree in Business Administration (concentrating in Accounting &
Economics) from the University of South Carolina. That same year, 1 joined the firm of Gilbert
Associates in the Cost and Load Analysis department as a Management Consultant. For the next
eight years, I worked on accounting cost allocation projects, marginal cost studies, load research
assignments and load management programs. During that period, I advanced to the level of
Senior Consultant and Project Manager. In July of 1984, 1 left Gilbert to join the firm of
Management Applications Consulting, Inc. (MAC) as a Principal and corporate Vice President.
At MAC for the next 20 years | engaged in various regulatory projects supporting pricing and

costing assignments with direct testimony. Prior to leaving MAC in 2005 I assumed the position
of Chief Financial Officer of the Corporation.
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1 left MAC in 2005 to take the position of Director, Regulatory Services for the Southern
Maryland Electric Cooperative (SMECQO). While at SMECO I was responsible for developing
and delivering the Company’s regulatory strategy.

In 2006, I left SMECO to become an independent regulatory consultant providing expert

testimony on a variety of rate and regulatory issues for both utility organizations and consumers.

1 joined DP&L as Manager, Retail Pricing in March of this year. Since joining DP&L I have

been involved with the Company’s Customer Conservation and Energy Management project as
well as rate administration and rate design.
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