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BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO
In the Matter of the
Application of The Dayton ;
Power and Light Company : Case No. 08-1094-EL-SS0
For Approval cf Its
Electric Security Plan.

In the Matter of the

Application of The Dayton :

Power and Light Company : Case Nc. 08-1095-EL-ATA
For Approval of Revised

Tariffs.

In the Matter of the

Application of The Dayton

Power and Light Company :

For BApproval of Certain : Case No. (08-1096-EL-AAM
Accounting Authority

Pursuant to Ohio Rev.

Code §4905.13.

In the Matter cf the
Application of The Dayton :
Power and Light Company : Case No. 08-1097-EL-UNC
For Approval of Its :
Amended Corporate
Separation Plan.

DEPOSITICON
of Mark Frye, taken before me, Julieanna Hennebert, a
Notary Public in and for the State of Ohio, at the
offices of Vorys, Sater, Seymour and Pease, 52 East
Gay Street, Columbus, Ohio, on Friday, February 6,
2009, at 9:00 a.m.
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Mark Frye

Page 2 Page 5 |
1 APPEARANCES: 1 work far Honda er Cargill?
2 Far;ki, lr}zrlands& sC:x;kP.LL. 2 . No.
3 590 Cortharon Plues, 2 3 Q. Who are -- if you had o it your
10 North Ludiow Street 4 largest four or five clients in the state cver the
q oavion, Ohio 45402 5 last five years, who would those be?
g On behalf of the Applicant. 6 A. Probably the Nerthwest Ohio Aggregation
7 Vorys, Sates, Seymour and Pease 7 COB"EIDHE or NOAC, which is the governmental
By Mr. M. Haward Petricolf 8 aggrepation in Northwestern Ghio, Cleveland Schools,
8 52 East Gay Street 9  Taledo Public Schools, the Northeast Chio Public
0 Cotumbus, Thio 43216 10 Energy Counsel, or NOPEC,
On behall of Honda of Americs. 11 Q Is the bulk of your work testifying or
10 12 consuiting? )
11 Mr. Craig L Smith 13 A, Consulting. -
2824 Coventry Road 14 Q. Have you done any cansulting wark aside :
12 Clevelond, Ofio a2 15  from testimonial-related wark, for either Honda or
gill, Inc..
14 16 Cargill?
15 17 A. HNo.
16 18 Q. Who have you dona the most consulting
W 19 work for in the last few years?
19 20 A, Define "most.” Monetarily or time-wise?
0 21 Q. Time-wise,
21 22 A, NOAC, the Narthwest Ohio Aggregation
gg 23 Coalition. :
72 24 Q. And Palmer Energy Company, how many
25 25 employees does it have?
Page 3 Page & |-
1 Friday Morning Sassion, 1 A, Seven.
2 February 6, 2009, 2 Q. How many employees does it have that
3 -- - 3 aren't secretatial or other support type staff?
4 STIPULATIONS 4 A. Five,
5 1t is stipulated Dy and among counsel for the 5 (. Are you the owner of Palmer Energy
6  respective parties that the depasition of Mark Frye, 6  Company?
7  awitness called by the Applicant under the 7 A lam,
8 applicable Rules of Civil Procedure, may be reduced 8 Q. Is anybody else a partial owner?
9 towriting in stenotypy by the Notary, whose notes 9 A, No, not at this time,
10 thersafter may be transcribed out of the presence of 0 Q. What did you review ¢ prepare your
11  the witness; and that proof of the official character 11 testimony?
12 and qualification of the Notary is waived, 12 A, 1generally reviewed the entire case that
13 13 was put forward by DP&L, reviewed responses to
14 R 14 guestions, various information on the market, 1
15 15  reviewed the - briefly reviewed the annual report
16 16  and some financial data on the DP&L website.
17 17 Obviously I reviewed 221 -- Senate Bill
18 18 221, excuse me,
19 19 Q. 1 knew what you meant.
20 20 A, I know you did but with the court
21 21 reporter I wanted &0 make sure it was clear.
22 22 Let's see, those are the things that come
23 23 tomind. I've probably reviewed other things as well
24 24 but I can't recall anything else off the top of my
25 25 head.
Page 4 Page 7
1 MARK FRYE 1 Q. Did you offer testimony in other
2 being by me first duly sworn, as hereinafter 2 ufifities' ESP cases?
3 certified, deposes and says as follows; 3 A, Yes, Idid.
4 EXAMINATION 4 Q. Which other ones?
5 BY MR, SHARKEY! S A. Inthe both First Energy and AEP cases.
6 Q. Mr. Frye, as you know, my name is Jeff 6 Q. On whose behalf was that testimony
7 Sharkey. [ represent the Dayton Power and Light 7 offerad?
8 Company in this matter, 8 A. The First Enargy ESP case it was on
9 Your direct testimony says that you are 9 behalf the NOAC, Northwest Chio Agaragation
10 an energy consultant and the prasident of Palmer 10 Coalitton, and NOPEC, And on the case of AEP, that
il Energy Company. Letme just start by asking you what 11 was on behalf of the school groups or what's called
12 do you mean by saying you're an energy cansuitant? 12 the school pool,
{3 A, 1 assist commercial, industrial, 13 Q. Have you offered testimony in Chig
14 governmenial entities in the acquisition of nakural 14 previously on any of the electric ransition plan
15  gas and electricity and work with them on various 15 cases of the Ohla electric utifities that were back
16  matters, including acquisition of electrical 16 in the 1999-2000 time frame?
17 products, natural gas supplies, working on tham, 17 A. No, 1 have not,
18  making recommendations in the commodities market, and 18 Q. Did you offer testimony in any electric
19 over the years have become very lavolved In various 19  utilitles rate stabillzation period cases that
20 cases before the PUCO as an expert witness an behalf 20 happened in the sort of mid-2000 time frame?
21 of governmenta! aggregations and other custormers, 21 A, Yes, 1did,
22 Q. How lang have you warked for Honda? 22 Q. Forwhich utility's cases did you offer
23 A. 1 was retained by Honda and Carqill a few 23 testimony?
24 months ago. 24 A. The First Energy RSP case 1 offered
Lt Q. So before that retention had you done 25 testimony.

Armstrong & Okey, Inc. Columbus, Ohio 614-224-9481
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Mark Frye

Page 8 Page 11
1 Q. And on whgse behalf was that testimany 1 A. Depends cn the circumstances. They could :
2 offered? 2 do elther one depending on the individual set of
3 A, That was also on behalf of NOAC and 3 circumstances.
4 NOPEC. 4 Q. In what circumstances do you believa that
5 Q. Have you ever offered testimony 5 adefarral would promote rate stabllity?
6 previously in any DP&L case of any kind? [} A. If the deferral term was long enough and
7 A, No, I have not. 7 the impact on the customers was going to be
3 Q. Did you review DP&L's ETP stipulation or 8  substantial encugh, in that light there may be
9  the Commlssion’s order approving that stipulation? 9 stability promoted.
10 A, No, [ did not, 10 Q. And when you said that the impact was
11 Q. DId you review DP&L's 2003 RSP 11  significent enough, my words paraphrasing what you
12 stipulation frem the 2002 case or the Commission's 12 had said, what do you mean by that?
13 order approving that stipulation? 13 A, What percentage increase the customers
14 A, WMo, Idid not. 14 would otherwise see,
15 (. Did you review DP&L's 2005 RSP 15 Q. And at what point would that criterion be
16 stipulation or the Commission's erder appraving that 16 triggered in your mind?
17  stipulation? 17 A, I dont know, it's not that simple a
18 A. Yes, I did. 18 thought process. Because you need to evaluate not
19 Q. What did you do to become familiar with 19 just what the impact of the increase is, you have to
20 Honda's business to prepare your testimony in this 20 also loak at the costs of those increases over the
21 case? 21 long term and how they're collected later.
22 A. 1 spoke with counse! about generally what 22 Q. You sald eatlier that deferrals may
23 Honda consumed and various formats held, what level 23 sometimes undermine rate stability. In what
24 of voltage did they consume the electricity at from 24 circumstances do you helieve deferrals undermine rate
25 the DP&L system. And spoke with them about generally 25  stability?
Page 9 Page 12
1 about consumption, demand, things like that. 1 A. Deferrals can undermine rate stability
2 MR, PETRICOFF: 1 will interpose an 2 when you have a structure that creatas a substantial
3 objaction here at this time. T wlf not object to or 3 Impact In later years on consumers' costs and
4 move Lo strike this answer, but we are in the area 4 effectively you're borrowing short-term cost control
5 now we're getting close to atiorney/client privilege 5  for fonger term problems.
6 orwork product, and Mr. Frye is retained by me, not & Q. So rate stability -- trying to und2rstand
7 Honda, 7 your answer here,
8 MR. SHARKEY: Are you asserting that ] Deferrals undermine rate stability when
& communications -- let me step back. 9 Ehere is a subsequent recovery that resyits ini a
10 MR. PETRICOFF: The answer he just gave 10  substantial shert-term increase?
11 s that he had talked to me. And { think 1'm not 11 A. Ttcan,
12 going to object to that, but [ wanted to indicate 12 Q. Are there other circumstances in which a
13 that we are drawing the line here and if we went 13 defarral could undermine rate stability?
14 further into what did counsel tell you, what kind of 14 A. Sure. To the extent that -- it would
15  information that you got, what did you discuss, that 15  depend on whe It applles to. For instance as 1
16 would probably cross the ling, 16 mentioned in my testimony, that the deferral applies
17 MR, SHARKEY: I'm not sure that it would, 17  to all custormers and those charges for somebody who's
18  since he's a testifylng witness and I den't believe 18  shopping, like Carglll and Honda, and acquiring thelr
1% he's your client. 19 third-party supply, if those customers were paying
20 MR. PETRICOFF: It's attorney/ciiznt 20  those charges today and then would have to pay
21 privilege for work preparation. But let's continue 21 somebody eise's charges in the future, that would
22 on because let's see what the next question is, 22 undermine their rate stability,
23 MR. SHARKEY: It may not matter. 23 Q. So you're saying if it's a fuel deferral
24 BY MR. SHARKEY: 24 as DP&L hag proposed, it’s your opinion that it
25 Q. What did you do to prepare for your 25 should be avoidable when it's to be recovered later?
Page 10 Page 13 |
1 testimaony here on behalf of Cargill? 1 A, Tthink my testimony says that if a
2 A, I spake with counsel and one 2 customer is shopping, if there's a third-party
3 representative of Cargill in regards to simiar 3 supplier who is serving that customer and they are
4 matters; voltage levels, what they produce at the 4 being billed for that consumption, that fuel Is going
5 various facilities, the lecations of the facilities 5 into the input of the plants o what have you, then
6 and the like in the DPAL service territory. 6  the net result is they're consuring that fuel taday,
7 Q. Do you have a copy of your testimony in 7 they are not consuming fuel that's generating the
8 front of you? 8  power to go to non-shopping customers.
9 A. Ido. 9 Q. Isit your undlerstanding that Honda and
10 Q. Can you turn please to page ©, line 11, 10 Cargill are currently shopping customers and don't
11  There's a sentence thera it says there are times when 11 take generatlon service from the Dayton Power and
12 rate stability may be sa ciitical that the problems 12 Light Company?
13 defenals create are oubweighed by the need to phase 13 A, It's my understanding that they accept
14 in cost, 14 third-party supply,
15 Can you tell me what that means? 15 Q. And is it your understanding that they
16 A, In my epinion that means that power 16  will be accepting third-party supply In 2009 and
17 prices and fuel costs can be high enough that the 17 2010, bawing same wiforeseen circumstance default by
18 impact on customers - the incremental increase if 18  asupplier or otherwise?
19 there wera not defeirzls would be sufficient to cross 19 A. That's my understanding, yes.
20 & threshald of a percentage increase that consumers 0 Q. For customers that take generation
21 would not be comfortgble with and the Commission 21 service from the Dayton Power and Light Company in
22 would not be comfortable in instituting, and fn that 22 2008 and 2010, do you have an opinion regarding
23 light they may choose [0 institute deferrals, 23 whether they should pay the deferral, assuming it's
24 Q. Do you consider deferrals to promolte rate 24 granted, starting in 2011 If they were to switch in
25  stability or to undermine rate stabiliey? 25 2011 to an alternative supplier?

Armstrong & Okey, Ine, Columbus, Chio 614-224-9481
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Mark Frye

Page 14 Page 17
1 A, Could you repeat that guestion please? I statute was enacted had incurred any significant :
2 Q. Yeah, the Idea is customers taking 2 increases in costs to provide standard service offe?
3 generation service from the Daytan Power and Light 3 A. Could you repeat the question again
4 Company in 2009 and 2010, but s the fuel gosts’ 4 pleasa?
5 deferred, 2011 they switch ta a CRES provider, the 5 Q. Setting aside fuel costs.
6 Dayton Power and Light Company is now seeking to 5 A. Ukay.
7 recover its costs from 2009 and 2010, the question is 7 Q. The question Is, are you aware whether
8 do you have an opinion as to whether ar not such a 8  the Dayton Power and Light Company has incurred
9 customer shouid be required to pay the deferrat or 9 significant increases In any other cost Irem that the
10 not? 10 DP&L needs to provide standard service offer to its
11 A, To the extent that the Commission would 11 customers between 2005 and a time Senake Bill 221 was
12 grant the deferral and the customer under the 12  enacted?
13 circumstances you've provided accepted standard 13 A, ['m aware that DP&L has made various
14 service cffer supply, If the Commission granted a 14  statements in the application that they have incurred
15  deferral to the company and the customer shapped in 15 other charges,
16 2011, then ves, they should be obligated to repay 16 As to whether those — to the extent
17 those charges, 17  thaose are significant, I don't know whether they are
18 Q. You said earlier that you revlewed Senate 18 significant, but I know -- it's my understanding that
19 Bill 221. Do you remember which sections of Senate 19 DP&L has asked for charges due to the what I think K
20 Bilt 221 that you reviewed? 20 you could charactierize or DP&L characterized as
21 A, The entire thing. 21 significant increases.
22 Q. 'm going to show yau a copy of 4328.1437 22 Q. What other cost items are you referring
23 A, Are you asking me to review the entire 23 to?
24 saction, Mr, Sharkey, or are you going to peint out a 24 A. There was commentary about various sther
25  section to me? 25 components that would go intc power plants,
Page 15 Page 18 |
1 Q. Everybody in the raom wiil be glad to 1 limestone, utea, various ather companents that would :
2 know that I'm not going to ask you to review all of 2 beincluded in an operation of coal-fired power
3 4928.143. 3 plant.
4 T would like to turn your attention to 4 ). And you understand the Dayton Power and
5 4928.143(D), which is on page 3 of the dacument that 5§ Light Company considers those te be fuel-refated
6 T've handed 0 you. 6 costs?
7 Q. Are you farniliar with the subsection to 7 A Generally.
8  which ['ve pointed to? ] Q. Do you agree with or disagree with that
9 A, Yes Iam. 9 characterization?
10 Q. That subsection provides that it applies, 10 A. They arte related to generating the
Il and I'm reading from the end of the first line, to 11 electricity in the facilities that Dayton Power ang
12 "electric distribution utility that has a rate plan 12 Light owns.
L3  that extends beyond December 31, 2008." 13 Q. Any other cost increases of which you are
14 MR, SMITH: Mr. Sharkey, can we stipulate 14 aware subject to the description of the prior
15  that Mr. Frye is not a fawyer? 15 question?
16 MR. SHARKEY: We ¢an certainly stipulate 15 A, My recollection Is that the company’s
17  that he's not a lawyer, And 1 intend to ask him a 17 application also mentioned increases in purchased
18 factual question, I'm not geing to ask him to 18  power costs as well,
19  interpret that section. 19 Q. Anything else?
20 ). The factual questicn to you is are you 20 A, Not In regards to generation service,
21 aware of any electric distribution utility in Ohio 21 Q. Are you aware of any Increases the Dayton
22 other than the Dayton Power and Light Company that 22 Power and Light Company has incurred as to
23 had an electric distribution rate plan that extended 23 transmission or distribution service?
24 beyond December 31, 2008 at the time this section was 24 A. I don't recall anything in the
25  enacted? 25 application regarding transmission. I do recall
Page 16 Page 19 |
1 A, Mo, I'm not. 1 various expenditures that were mentiened in the .
2 Q. You wouid agreg with me that at the time 2 application regarding distribution.
3 this was enacted, DP&L did in fact have such a rate 3 Q. Are you referring to the expenditures the
4 plan. 4  Daytan Power and Light Company states that it will
5 A, It's my understanding that is a fact, 5 incur 10 comply with the altermative energy and
6 Q. And wauld you agree with me that the 6 renewable energy targets in Senate Bill 2217
7 Davton Power and Light Company will incur fuel costs 7 A, Wil incur or have already incurred 1
8  to provide a standard senvice offer to its customers? 8  believe. The application mentions that some of that
9 A Directly or indirectly it would Incur 9 work was already pnderway.
10 fuel costs to standard service offer customers. 10 Q. As t0 DPGL's request for a fuel defarral,
11 Q. When you say "directly,” for the plants 11 ware there any factors or matters that you considered
12 that it owns or partially owns it's going to have to 12 and then but are not addressed in your testimeny?
13 acquire coal or natural gas or other items to fuel 13 A, Not that I can think of, no,
14 those plants, correct? 14 Q. If you could turn your tesdmony to
15 &, Correct, 15 paged.
16 Q. And when you say "indirectly," to the 16 A, Page 4 you said?
17  extent the Dayton Pewer and Light Company needs [o 17 Q. Please. There's a question on line 21,
18  make purchases in the market to supply its standard 18  your answer begins on line 23, and in that
19 service offer customers, there's going to be some 19 testimany -- in that answer rather, you discuss
20 cost component presumably in that amount that would 20 DPB&L's costs comparing a 2007 number of 2 cents to a
2t cover fuel fram whoever the selter is. 21 1.64 cents figure for 2008, both figures being based
22 A. Correct, 22 on nine moths,
23 Q. Other than fuel costs, set those aside 23 Do you see that?
24 for a moment, are you aware whether the Dayton Power 24 A, Ido.
25 and Light Company from 2005 until the date this 25 Q. And my question to you is, do you know

N 74--(F"‘é:g‘é5 14 to- 19)
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Mark Frye

Page 20 Page 23 |
1 whether DP&L's coal -- strike that -- whether DP&L'S 1 attachment, it's labeled appendix A, ’
2 fuel costs have Increased since 20057 2 A. Uh-huh.
3 A, ['ve not reviewed any data that would 3 Q. And if what -- if I understand this
4 Indicate that it has or hasn't, 4 correctly, you show here the financial affect of a
5 Q. In making this cost comparison did you 5 hypothetical annual deferral of $10 million in 2009
& look only at DP&L's costs for the first nine months & and an additlonal $10 million deferral in 2010,
7 in 2007 and compare it to DP&IL's costs far the first 7 cotrect?
& nine months in 20087 8 A. Correct.
9 A, Could you repeat that question again 9 Q. And if I understood your testimony
10 please? 10 correctly, to calculate the amounts shown on
11 Q. Letme rephrase it. Poarly worded. 1t appendix A, you started with the Dayton Power and
12 Did yau make any other comparisons of 12 Light Company's 13.32 percent carrying charge, gross
13 DCP&L's cests in other periods? For example, did you 13  that amount up for taxes, and then perform these
14 look at DP&L's fuel costs for the first nine months 14 calculstions resulting in the $52 million kotal
15 in 2006 or 20057 15 recovery; is that correct?
16 A, Mo, Idid not, 16 A, That's correct,
17 Q. S0 your opinlon refating to whether the 17 3. And I belleve n your testimony you opine
18 Dayton Power and Light Company has experienced a 18 that if DP&L is to defer flrel costs, it should be at
15 large increase in fuel costs Is limited to a 19 a cariying cost of 9.36 percent; Is that right?
20 comparison of what happened to DP&L's fuel costs for 20 A. My recollection of the testimony is that
21 the first nine months in 2007 to DP&L's fuel costs 21 1 taok the position that DP&L shouid be consistent
22 for the first nine months in 20087 22 with its carrying costs.
23 A, Mo, 1 wouldn't characterize it that way. 23 Q. Can you explain what you mean by that?
24 Q. How would you characterize it? 24 A. well, in the {IR It's my recellection or
25 A, That sentence merely is intended to point 25 understanding of the application that DP&L is going
Page 21 Page 24
1 out that DP&L in its application discusses large 1 toovercollect at the beginning of the collection
2 inceeases in fuel costs, and it's my understanding In 2 period and then undercolleck tater, and that It was
3 the application they aren't asking for an increase 3 providing interest ar providing value through that
4 for 2008, they're asking for increases in 2009 and 4 9.32 percent carrying charge and grossing up those
5 2010 for fuel costs. 5 colleghions far later
[ What that is intended ta palnt out is & 1t seams to me that if they're going to
7 that from 2007 to 2008 during thosa twe nine moath 7 provide consumers 9.32 percent benefit for
8  snapshot periods that fuel costs had actually 8 overcallection, then they should be consistent with
& docredsed in DP&YL and not risén and that, generally 9 that when they were asking for carrylng charges on
10 speaking, as I go on to discuss later on in my 10 any deferral that might be granted by the Commission.
11 testimony, that fuel costs in general, natural gas 11 Q. 5o the reword’s clear, you said
12 costs, and other commodity costs, have actually 12 9.32 percent?
13 declined in general over the last 12 months rather 13 A. 1 believe that's what it was. That's my
14  than risen. 14 recollection,
15 Q. Why didr't you look at DP&L's 2005 fuel 15 Q. Your testimony says 9,35 percent.
16 costs? 16 A. My apologies, my recollection was subject
17 A, 1didn't review 2005 fuel costs because 17  tocheck. I'm sure that my testimony is accurate,
18  this is about 2009 and 2010, not about 2005. 18 9.36 percent,
19 Q. Did you consider it relevant to whether 19 . 50 you would -- if the Dayton Power and
20 DPSL has experienced a long-term trend of increasing 20 Light Company were to propase the deferral at a
21 fuel costs? 21 9,36 percent carrying cost, what conclusion would
22 A. In reviewing the application it was clear 22 that lead you ta?
23 to me that the stipulation that DP&L entered into in 23 A, That the request would at least be
24 2005 1 believe in the RSP case indicated that it 24 consistent with what they were providing consumers on .
25 already anticipated fuel cost increases In 2009 and 25 the IR carrying cost, ;
Page 22 Page 25 |
1 2010 and understood that going into that stipulation 1 Q. In that circumstance you would not objact
2 at that point in time they knew that trend was 2 to - strike that,
3 coming. 3 Your testimony doesn't cover
4 Q. The question to you is did you consider 4 gppropriate ~- strike that apain,
5  whether the Dayton Power and Light Company had 5 Your testimony does not address whether a
6 experienced a long-term trend in fuel costs abave the 6 9,36 cents is or is not an appropriate carrying cost,
7 fuel costs DPAL experienced in 20057 7 correct? .
8 A, No, 1 did not consider that. 8 A. My testimony doesn't discuss whether :
9 Q. Have you made any effort to detarmine the 9 9.36 percent is an appropriate carvying cost, .
10 amount of fuel cast recavery that is inciuded in the 10 Q. Soif the Dayton Power and Light Company
11 Davton Power and Light Company's current rates? 11 proposed to defer fuel costs at the 9,36 cents, you
12 A, It's my understanding that currently 12 woutd not object to the feast carrying cost that it
13 there are two fugl-related charges or partially 13 was using, correct?
14 related charges totaling, accarding to the 14 A, Not corract,
15  application, about L.8 cents, although one/half of 15 Q. Can you explain?
16  one cent per kilowatt hour of that is the RSS charge 16 A. Sure. In reviewing the testimony, it's
17 and part of that is fuel related and part of that is 17 still unclear to me what Dayton Power and Light is
18 POLR related — provider of last resort related, 18  going to request or profect in fuel cost recovery.
19 excuse me, 19 So to the extent that at least in my
20 Q. Everybody reading this testimony will 20 opinton I don't believe that deferrals are beneficial
21 know what POLR is. 21 over the long term for customers at all to the extent
22 A. I understand. 22 that the Comynission elected or determined in their
23 Q. Far the court reporter it's P-O-L-R. 23 minds that it was appropriate to have such carrying
24 If you could turn to the appendix to youwr 24 costs, then a consistent carrying cost between DPBILS
25 testimony, I want te discuss with you the first 25  deferrals and any overcallections should be applied.

"5 (Pages 20 to 25)
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Mark Frye

Page 26 Page 29
1 Q. Do you know whether DP&L'S 13,32 percent 1 Q. 1 the Commission were to determine that ’
2 carrying charge had already been grossed up far 2 there should be some recovery of fuel-related costs
3 taxes? 3 for the Dayton Power and Light Company, do yqu
4 A, It's my recolfection from the application 4 helieve that the Commission - strike that -- would
5 that it had not been. 5  you recommend fhat the recovery should be by deferral
[ Q. If 1 told you that it kad been, would you 6  oOr by a current charge?
7 agree that the numbers shown on yvour appendix A, in 7 A. For what time period?
8  particular the $52 million, was overstated? 3 Q. For the recovery aspect of the question
9 A, Could you cfarify the question please? 9 it would be 2009-2010, for the deferral aspect of the
10 Q. Sure, If [ told you that the Dayton 10 question it would be as DP&L praposed deferring costs
11 Power and Light Company in fact Intended to use a L incurred fn 2009 and 2010 and deferring them --
12 carrying cost of 9.32 percent and grossed that amount 12 recovering those costs over ten years.
13 up for taxes to 13,32 percent, would you agree with 13 A. At what carrying charge? And how much
14 me that the amounts shown on your appendix A, and in 14 would the deferral be? How much money are we talking
15 particulay the $52 milllon figure, were overstated? 15 about here?
16 A, with that stipulation, ves, 1 weuld agree 16 Because tftat's still unknown in the
17 tothat 17  application as far as I see it, if magnitude of money
13 Q. And from your testimony, page 5, Iine 14, 18  makes a difference in your question,
19 it appears that the total collection would drop 19 Q. Asto the carrying charges let's assume
20 34 percent; is that correct? 20 it's at 9.36 percent, and for magnitude iet's assume
21 A. That's what the testimony says. 21 it's at the 10 million in 2009 and 10 million in 2010
22 Q. [In fact that's alsa shown on appendix A, 22 increase that you propose -- not that yvou propose,
23 dsm'tit? 23 that you use in your hypothetical,
24 A Yes Itis 24 A. And your base question is do I think that
25 Q. On your testimony, page 7, line 11, you 25 should be deferred?
Page 27 Page 30
1 refer to deferiing a distribution cost rather thar a H Q. Orrecovered in 2009-2010.
2 generation cost, 2 A. 1t should be recovered in 2009 and 2010.
3 Can you tell me what it is that you've 3 Q. Why?
4 got inmind? What it s that you're describing in 4 A, Ta the extent that the Commission allows
5  that piece of testimony? 5 incremental charges, and I believa that was the basis
6 A. Sure. A shopping custamer by taking 6  of the question, $20 million in 2009 and 2010 would
7 power from a CRES supplier, C-R-E-§, a CRES supplier, 7 notincrease rates to the point where I think that
B is not obviously taking 550 service. 8 it's worthy of a ten-year carrying charge at
9 To the extent that the Commission elects S 9.36 percent pius federal tax gross up.
10 to grant a deferral, and to the extent that the 10 . Suppose instead of 10 million a year it
11 Commission decides that the deferral should be 11 was 25 million a year, would that change your
12 non-bypassible for consumers, and to the extent that 12 opinion?
13  should be non-bypassible for consumers beginning in 13 A, No,
14 2011 as proposed in the application, then what this 14 Q. Why not?
15 refers to is a potential structure that would 15 A 1dan't believe that that's a large
16 maintain consistency for consumers who were shopping 16  enough incremental charge in order to make it worth
17 or who were electing to take CRES supplier power 17 carrying the deferral,
18  supplias rather than 550. 18 Q. Atwhat point do you believe the
19 And that would create a level playing 19  incremental costs would be sufficient to warrant a
20 fiefd so that if there was going to be a credit -- or 20 deferral?
21 3 deferral, excuse me, a deferral in 2000 and 2010, 21 A, Provided the Commission were to permit
22 that that deferral wou'd apply both to shopping 2w
23 customers and SSO supplied customers. 23 Q. Correct,
24 This i supposed to be one potential 24 A, Would customers shopping in 2009 and 2010
25  mechanism that might be used to create the level 25  be able to avoid those charges in 2011 though the
Page 28 Pzge 31
1 playing field for those customers electing to take 1 nextten years?
2 CRES supplier status In 2009 and 2010, 2 . Yes.
3 . Do you have any particular distribution 3 A. Probably -- deferral may start
4 costs in mind that would be deferred in circumstances 4 pecoming -- you're asking for my opinion, correct?
5 you just described? 5 Q. Correct.
& A. No, I do nat. b A. I'd have to give that a lot of thought,
? Q. Do you believe that the Dayton Pewer and 7 1don't know at what level that it would rise to
8  Light Coempany's proposed deferral in this matter 8 that -- would create enough of a rate impact to in my
9 would promote rate stability? 9 gpinian create a situation where deferral would be
10 A, No. 10 appropriate at those kind of carrying charges,
11 Q. Why not? 11 MR, SHARKEY: Take a quick break.
12 A. By creating a deferral taday of an 12 {Off the recerd.)
13 unknown size and basically recovering it over ten 13 Q. I'm going to show you a capy, Mr. Frye,
14 years, what that does In my apinion is create an 14 of the stipulation and recommendation from DP&L's
15 increased potential for a price spike in 2011 and 15 05-276-EL-AIR case.
16  impacting customers with greater instability in the 16 I befjeve you testified earlier that
£7  future, 17 you've read this document before? :
18 To me price stability is not -- should 18 A, Mr. Sharkey, are you stipulating this Is i
19 not be a two-year snapshot evaluation, it should be 19 what was in the application, that was included in the
20 looked at over a longer term, 20 application?
21 Q. Ifthe deferral was to be recovered over 21 Q. N, I don't belleve this was Included in
22 aperiad longer than ten years, do you believe that 22 the application.
23 the deferral the Dayton Power and Light Company 23 MR. SMITH: It was Exhiblt 2, sir,
24 proposes In this case would promate rate stability? 24 A, Believe it was.
25 A, 1don't know, 25 G Isit?

6 (Pages 26 to 31)
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Page 32 Page 35 .
1 A 17 vou're stipuialing it was inclwied in 1 negotiations to modify the agreement 'f the
2 the application, I would stipulate that 1 read it. 2 legisiation had affected its terms and rates,
3 Q. Counsel's corvected me, it i included in 3 Do you see that testimony?
4 the application, 4 A. Isee that.
5 You in fact discuss this document in your 5 Q. And your clients Honda and Cargill were
6 testimony, don't you? Starting on page 7, line 27. &  both parties to the 2005 stipulation we wera just
7 A, Yes. 7 looking at, correct?
8 Q. Do you recali the particulars of the 8 A Yes, it's my understanding they were.
9 05-276-EL-AIR stipuiation? 9 Q. Can you tell me what it is that you
10 A, Generaily. it believe should occur under the section of that 2005
11 . Are there any provisions in that 11 stipulation that you're discussing?
12 stipulation that expressly prohibit a deferral? 12 A. 1 think the decument speaks for itself;
13 A, I'would have to review the document, 1 13 good faith negotiations to modify the agreement for
14 can't recall anything but I would have to review the 14 subsequent legisfation.
16 document to verify that. 15 Q. And how do you believe that relates to
16 Q. Please do. 16 DP&L's request far a fuel deferral in this case?
17 (Pause.) 17 A, The rates are and terms are being
18 A.  Now could you repeat that question again, 18  modified that's put forward in the application. It's
19 Mr. Sharkey? 19 my understanding from counsel that negotiations did
20 Q. Yes. Arethere any provisions in the 20 not oceur, )
21 stipulation and recommendation from case Ne, 05-276 21 Q. Is it your opinion that if -- strike
22 that expressly prahibit a deferral of fuel costs? 22 that.
23 A. During what term? 23 If Senate Bill 221 creates new costs for
24 Q. Asproposed by the Dayton Power and Light 24 the Dayton Power and Light Company in 2009 and 2010
25 Company in this matter, 25 beyond what were provided For in the 2005 rate
Page 33 Page 36|
1 A [It's my understanding that this 1 stabllization stipulation we were lcoking at, do you -
2 stipulation sets the rates for 2009 and 2010. So te 2 Delieve that Honda and Cargiil weuld have an
3 the extent that DP&L agread to in this stipulation 3 obligation to negoliate with the Dayton Power and
4 sat tha prices for 2002 and 2010, deferrals shouldn't 4 Light Company to restore to OP&L the benefit of its
5 be necessary, because they've already agreed to them. 5 bargain under the 2005 stipulation?
[} Q. Do you knpw whether -- strike that, ] A.  Could you repeat that question again
7 Do you consider a deferral of costs for a 7  pleage?
8  certain period to be the same as a recovery of costs 8 Q. Yes. If Senate Bill 221 imposed new
S and rates during the same period? 9 costs upon the Daykon Power and Light Company beyond
10 A. [ believe that if you defer something in 10 the costs imposed by the 2005 stipulation and
i1 the future, that doesn't eliminate the liability and 11 recommendation we were looking at, do you believe
12 the abligatan to repay it 12 Honda and Cargill would have an obligation to enter
13 So it the extent that DP&L would defer 13 negotiations with DP&L te restore to DP8A. the benefit
14 costs for generation in 2009 and 2010 for later 14 of its bargain from the ‘05 stipulation? :
15  collection, those costs weuld be impacting 2054 -- 15 A. To the extent that DP&L was seeking .
16 they would be 2009 and 2010 costs collected at & 16  additional money, the initiation of the negotiations
17 later date. 17 In my judgment should aceur from the DPBL side.
18 Q. I don't think that answars my guestion. 18 Q. Net asking yau about who should initiate
19 The guestion is, do you consider a 19 the negoetiations, the question is would Honda and
28 recovery of costs in a certain period to be the same 20 Cargill have such a responsiblity onder the 2005
2L as deferring those costs, recovering them ina 21 stipulation?
22 subsequent period? 22 MR. SMITH: I object to the extent it
23 A, Define "the same.” 23 asks For legal conclysion. The dotument speaks for
24 Q. [I'm not sure I understand why you need 24 itself what the cbligations are.
25 the word "same" defined. Identical. 25 THE WITNESS: Is counsel Instructing me
Page 34 Page 37 1.
1 A, They're not identical because there's 1 notto answer? .
2 other charges that would be applied and they would be 2 MR. SMITH: No, I'm not instructing you
3 collected later from other custorers. So are they 3 notto answer.
4 costs incurred in 2009 and 2010 collected later? 4 THE WITNESS: Okay.
5  They are, based ugon the agplications put fanward. 5 MR, SMITH: I am Instructing you not ta
[ Q. S0 you-- 6 provide legal advice,
7 A, But they're collected from different 7 A. Could you repeat the question again
8 consumers in later years presumably based upon my 8 please, Mr. Sharkey?
9  understanding of the application, with intergst, 9 MR. SHARKEY: Can you reread the second
10 Q. Do you consider a deferral -- strike 10 question 1 asked?
11 that, 11 {Recard read.)
12 Do you consider DPBWL's request to defor 12 A. T belleve that would force me to draw a
13 cost it incurs in 2009 and 2010 for recavery starting 13 legal conclusian, and since T am not an attorney, I'm
14 2011 to be a rate increase in 20097 14 uncomfortable in drawing such a conclusion,
15 A, Would not be a ratg increase in 2009 but 15 Q. 1f you defer to your testimony, page S,
16 it would incur incremental liability and obligation 16  line 1, you opine "DP&L simply attempis to circumvent
17 on behalf the consumers fer the extended time frame 17 provisions in the stipulation approved by the
18 In 2011, 18 Commisslon that specifically calls for negotiations.”
19 Q. On page 8, line 25 -- 19 You offer an opinion thera, haven't you,
20 A, Are you still looking at the stipulation? 20 that the Dayton Power and Light Company has an
21 Q. WNo, I apologize, from your testimony. 21 gbligation to enter into negotiations with your
22 A, Okay, 22 clients Honda and Carglll, commect?
23 . You refer to, starts on ling 24, the 23 A, 1provide an opinlon there, I don't
21 stipulation provitding that if it was modified by 24 believe that crosses the line to & legal conclusion
25 legislation, the parties would enter in good Faith 25 inmy judgment,
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Q. How does the question I asked you cross
the fine fnto & legal aninion in your estimation
different than your answer on page 9, line f, as I
referred you to?

A. Which question are you referring to,

Mr, Sharkey?

. The question that I've asked you and that
the court repoiter had read 1o you.

A. In revigwing that, the question that you
asked me and my opinion, it cabed for me to draw
specific legal conclusion, and ['m not an attorney,

1 don't believe that my statements there in the
tastimony do that, That's my epinion,

Q. Let me ask you this, if the facts were as
I described in my prior questions, namely that the
Senate Bill 221 imposed new costs upon the Dayten
Power and Light Company above and beyend those
provided for in the 2005 stipulation we iooked at, do
you belteve any obligation waould be triggerad on
behalf of Honda and Cargill under stipulation
paragraph G cited In footnote 7 In your testimony on
page 82

A. What costs? What type of costs?

Q. Quastion doesn't identify any padicular
costs. If you feel you needed to qualify your answer

Page 38
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have left DP&L's service should pay the RSS charge
and should be permitted to return to DP&L at the
fixed SSO price fram the 2005 stipulation?

A. It's my understanding that the DP&L
tariff under certaln circumstances provides for that
as it currently stands today and that the application
proposes to amend that,

Q. I'm trying to figure out what it is that
yau propose,

A. What I propose is that that continues.

Q. Let me ask you some guestions abott your
testimony about DP&L's propased TIR rider.

You testify that Honda and Cargill
currently have their own realtime metering, correct?

A, That's my understanding, that's correct.

Q. Do you know whether the Dayton Power and
Light Company has its own meters in addition for the
Honda and Cargi¥l facilities?

A. T presume that in arder Lo invalce
customers that Dayton Power and Light has meters
attached to be able to read customers' consumption,
yes,

Q. So do you know what Honda and Cargill do
with the infermation they recaive fram the metets
they own?

Page 41 |-

WMo b QR e

by identifying costs, that would he -- that would
make & difference to your answer, please do.
THE WITNESS: Could you repeat that
question back again pleasa?
(Record read.)

A. | belleve that that would require me to
draw a lega) conclusion because you're ¢iting the
stipulation in that regard and I'm uncomfortable
drawing that conclusion, Mr. Sharkey,

Q. You offer on page 8 In your answer
starting on line 22 an opinion regarding abligations
the Dayton Power and Light Company has under
stipulation paragraph G, dan't you?

A. [ affer my opinion of the simple reading
of the document.

7. Can you give me your cpinion of the
simple reading of the document the obligations that
section imposes upon Honda and Cargill?

A, My simple reading of that would be that
if DP&L requested nagotiations, that Cargill and
Honda would have the obligation to negotiate.

Q. Let me ask you a question [ meant to ask
you at the very beginning but forgot,

Da you have any corrections or changes to
yaur testimony?

Page 39
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A. No, I do not.

Q. Based on your experience in the industry,
what would you do with that kind of information if it
was available to you?

A, T woukd altempt to oplimize the
operaticns to maintaln a balance batween power supply
tosts and operational characteristics as necessary o
make particular products that Cargill and/or Honda
would be making,

1 would review that data for various
things depending on the individual creumstances that
the operations might need.

And every customey s different in that
regard. Some customers are very concemed about
power quality, for instance. Some customers aren't
as concerned ahout those types of things,

I would review the data for any factors
that would impact the costs of the operations
negatively relative to the charges tn the tariffs
DP&L pravides for or that the CRES supplier might
have various charges Included in the agreement that
might cost them additional monies and that they could
by cantrolling the operational status and the
consumption thereby contro! their charges.

Q. Would - do you understand that for the

page 42 |-
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A, No, I do not.
Q. bet me switch topics on you.

Starting on page 9 of your testimony
there's a heading that says "Return to $80," and on
page 12, |ine 17 of that testimany, you refer to a
stay ouk provision in the Duyke ESP caze,

Do yiou see that?

A, Yes,

Q. <Can you tell me what you've got in mind
thera?

A, It's my understanding that in the Duke
Ohlo case -- In the Cuke Ohio ESP case as I cited
there, 08-920, that customers who elect to take CRES
service would be able to avoid certain charges in
return for agreeing to stay away and not purchase S50
supplies for a specific period of time,

And in return for that they were able to
bypass certain charges, they were able to avoid
certaln charges,

MR. SHARKEY: Can you read that answer
back to me.

{Record read.}

0. IfE understand your testimony on the SSO
points we've -- that are covered in pages 9 to 12 of
your tRstimony, is it your opinion that cusiomers who

Page 40
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Daytan Power and Light Company to implemant
time-of-use and critical peak pricing for Cargth and
Honda, that DP&L intends to install its own meter for
those facililes - advanced meters for thoss

facllities I should say?

A, Tunderstand from the application fhat
DPAL intends to [nstall new meters for all customers,
Q. And as to Honda and Cargill, that new
meter would presumahly replace the existing DP&L

mater?

A, Presumably it would replace the existing
DP&L meter,

Q. Are you proposing that OP8A. not install
advanced meters for Honda and Cargill?

A, It's unclear to me from the application
of exactly what incremental benefit the companies
would get or Honda and Carglll would get out of
changing the meters from the existing meter
structures which, my understanding, have interval
meter capabilities and other information already
provided, to the advanced metering that is
contemglated by the companies, whatever those
specifically might be.

Q. If it were true that DPEL needed to
install new meters for Handa and Cargill to implement

Page 43 7
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Page 44 Page 47
1 time-of-use pricing and critical peak pricing, would 1 not be made up In other ways by utilizing that
2 you agree then that it was appropriate for DPEL to 2 capacity for other purposes, no,
3 install new advanced meters for Honda and Cargill? 3 Q. And can you explain to me the basis of
4 A, Can you repeat that question again 4 vyour gbjection for the Dayton Power and Light
5 please? 5 Company's recavery of lost ganaration revenues?
] . Yeah, if the Dayton Power and Light 4] A. Sure. The generation is never purchased
7 Company in fact needed to install new advanced meters 7 by the companles or it Is sold to other providers to
8 for Honda and Cargill to impiement time-of-use 8  the extent that it's generating electricity itself,
9  pricing and critical peak pricing for Honda and ¢ and In that regard those revenues should not be
10 Cargill, would you agree that 't was appropriate for 1D recovered from customers.
{1 the Dayton Power and Light Company to instafl new 11 Q. I'm nat sure I understocd your answer s¢
12 advenced metars for Honda and Cargill? 12 perhaps these guestions waould help me to understand.
13 A, Would the companies Cargill and Honda 13 Is your answer limited to switching
14  have requested these critical peak pricing changes? 14  customers?
[5 Ornot? 15 A, No.
16 Q. why don't you answer that question both 16 Q. Explain then if you would, please, the
17 ways; assuming they have and assuming they haven't. 17 basis of your objection to the Dayton Power ang Light ‘
18 A, Tothe extent that Cargill and Honda 18 Company recovering lost generation revenues from .
19 requested a meter change, to that extent, yes. To 19 customers that have not switched.
20 the extent that they didn't -- sorry, I'm getting 20 A, If a customer conserves electricity, a
21 dost in my gwn train of thought. Could you repeat 21 portion of the supplies that are purchased by the
22 that one more time, Mr. Sharkey, please? 22 companies are power supply related purchases.
23 Q. Sure. Suppose DP&L needed to install 23 If a customer conserves one kllowatt
24 advanced meters to implement time-of-use and critical 24 hour, that generation is not purchased by the
25 peak pricing for Honda and Carglll, 25 company, no liability is created and no recovery of
Page 45 Page 48 |-
i Would you agree that it was appropriate 1 revenue should be permitted.
2 for the Dayton Power and Light Company to install new 2 If it is generated by the companies in a
3 meters for Honda and Cargili? 3 similar light, the companies either don't incur the
4 A, Are we stipulating that the Cormmission 4 cosks of generating that power directly or sall that
5 has ordered those implementation of those procedures 5 power to some other third party.
6 and rates? 6 50 to that extent the revenue that the
7 Q. Yes, 7  companies would otherwise receive is not fost, it is
8 A, Are we stipulating that the existing 8  just sold to somebody else.
§  meters do not have that capability today? g Q. Let’s assume the Dayton Power and Light
10 Q. Yes. 10 Company was not able to sell the generation - strike
11 A, Then, yes, they would need to install new il that
12 metering capacity with those stipulations. 12 Let's assume the Dayton Power and Light
13 Q. Nothing in your testimony addresses 13 Company was not able to sell all of the freed up
14 whether the company should or should not on a 14 generation thet resulted.
15 system-wide basis implement AMI or Smart Grid, 15 As o the portion that was not sold would
16 correct? 16 you support the Dayton Power and Light Company's
17 A. Correct, 17 recovery of fixed costs that were not saved?
18 Q. Tl refer you to page 13 of your 18 A, Can we stipulate this is not purchased
19 festimony. There's a question and answer there at 19 powar?
20 which you address lost revenues. 20 Q. Yeah, we're not talking about purchased
21 A. 1see that, 21 power,
22 Q. Do you oppose the recovery by the Dayton 2 A, Just about facilities that are owned by
23 Power and Light Comgany of lost distribution revenues 23 the Dayton Power and Light Companies,
24 that are Yost associated with the CCEM programs? pr Q. Correct, yes.
25 A, Define "distribution revenues,” 25 A, We're talking about fixed assets for
Page 46 Page 49
1 Q. Are you famitiar with the fact thak the 1 generation that we stipuiate could not be sold.
2 Dayton Power and Light Company has a distribution 2 Q. That's correct.
3 satein its tariffs? 3 A, No, T waulda's support the recovery of
4 A, Tam, 4 generation In that regard.
5 Q. And that DP&L -+ strike that. 5 Q. Why not?
6 Also familiar with the fact that the 6 A, The generation facilities are cwned by
7  proposed CCEM programs that DP&E would implement 7  the Dayton Power and Light Company and the people who
8 would reduce consumption of generation by DP&L's 8  are conserving the clectricity, to the extent that
9  customers? 9 that is pccurring, are already paying for that gen --
10 A. That & what's propaged In the 1} those fived costs in the existing rate skructures.
i1 application, I'm familiar with that, yes, 11 Q. Butif the customer as a result of these
12 Q. And that if that reducticn happens, DP&L 12 programs reduced its generation usage, the costs DP&L
13 would recover less distribution revenue under the 13 waould recover to compensate it for those fixed costs
14 distribution rate we mentioned, correct? 14 would be raduced, wouldn't they?
15 A, Correct, 15 A, No, I think those charges wound still be
16 Q. That's what I mean by lost distribution 16 recovered through the rate structures,
17  revenues, 17 Q. How?
18 A, For the distribution revenue portion ['m 18 A, The fixed costs would be billed to other
19 not apposed to colfection of the revenue that would 19 customers as an an ongolng basls.
20  be created off the distribution rates, Not 20 Q. How?
21 generation or transmission, 21 A, It would be recovered on a charge per
22 0. Do you oppose the recovery of Jost 22 Rilowalt hour, cost per kflowatt haur, demand
23 transmission revenues by the Dayton Power and Light 23 charges, whatever might be in the individual demand
4 Company? 24 rate structures that would be recaovered from
25 A, Tothe extent that those revenues would 25  customers,

9 (Pages 44 to 49)

Armstrong & Okey, Inc. Columbus, Ohio 614-224-9481



Mark Frye
Page 5C Page 53 |

1 Q. For thal to happen there would have to be 1 those custorners were all shopping. :

2 arate increase, 50 should generation, wouldn't 2 Q. The rates on line 7 and line 9, are those

3 there? 3 the same rates that would apply to shopplng customers

4 A, Are we presuming that this power couldn't 4 and non-shopping custamers?

5  be sold anywhere else? This can't be sold? 5 A, No, the point that the comparison is to

6 Q. Yeah, presumably some of the power DP&L &  show is what is the revenue collected by DPBL as

7 wiltsell. I'm not asking about that power, I'm 7  proposed if the customers were shopping versus the

8 taking about power that DPRL was unable to sell, 8 revenue DPEL collects to propose in their estimate on

9 A Has the facility been completely paid off 9 scheduie C5.1, line 8.
i0  ornot? 16 Q. Then can you walk me through whal’s shown
11 Q. The question didn't include an assumption 11 onlines 42 thraugh 467 That's just the same
12 onthat. If you think that that matters, go ahead 12 calculation but for high voltage customers; [s that
13 and expiain why it does in yaur answer. 12 correct?

14 A, With the stipulations that you're 14 A. That's correct,
15 providing, presuming of course that if the facility's 15 Q. Then what's shown on line 48 through ling
16  been paid off, then -- by the consumers through the 16 547
17 recovery of rates, then, no, 1 don't believe so. 17 A. Line 48 is the summaticn of all the
18 To the extent the facility has nok bean 18  wvarious rates from residential 111, residential 141
1% pald off by the rate payors and to the extent It 19 and 151, commercialfindustrial rates, secondary,
20 can't be resold, theoretically, yeah, there would be 20 primary, and primary with substation, and the high
21 potentially some liabllity there, 2} wvoltage.
22 Q. In that circumstance would you support 22 The sum of those lost revenues bebween
23 the recovery of lost revenue for fixed generation 23 allthose different rate categories Is about $909,000 :
24 costs for the Dayton Power and Light Company? 24 alost kilowatt hour, line 49 is the sum of all those
25 A, That's an awfui ot of stipulations for 25 Kilowatt hours.
Page 51 Page 54

1 me, Mr, Sharkey, 1 Q. Okay.

2 Potentially. I would have ta see the 2 A, Line 50 is basically the $902,000, which

3 specifics, 3 is the lost revenue if everybody was shopping,

4 Q. There is attached to your testimony a 4 divided by the lost kilowatt hours or the censerved

5  docurment that's fabeled MRF-2. 5  kilowatt hours that you are proposing for 2009,

6 A. Uh-huh, 6 creating the average if everybody was shopping the

7 Q. Can you describe for me what MRF-2 Is 7 average lost revenue would be about 1.7 cents per

8 fintended to show? 8 kilowatt hour,

g A, It's intended to show the differentlal 9 Q. Then line 52 through 547
1¢  between what was propesed by the companies for 10 A. Lines 52 through 54 is basically that's
11 revenue recovery under thg CCEM -- under the EER 11 what DP&L proposes to collect, their expectation of
12 rder effectively, the monies golng to be caliected 12 fost revenues as proposed in schedule €51 The lost
13 oaver the term in the document, against what otherwise 13 kilowatt hours are the same, and the difference
14 would be recovered under what the companies i4  basically line 52 which is the proposed lost revenue
15 identified is their shopping rate recovery level, 15 diviged hy the lost kilowatt hours, gr the conserved
16  And just a comparison between the two that created a 15 kilowatt hours 1 should say, is about 6,3 cents,

17  differential in revenue collectlons, 17 Q. And what canclusion does this chart lead
18 Q. If you could turn te MRF-2, can you walk 18 you to?
19 me thraugh what's shawn an lines 1 through 10?7 For 19 A. That if everybody was shopping, that the
20 just 2009 20 collection ta the companies wauid be substartially
21 A, For just 2009 lines 1 through 10? 21 lower because it is attempting ko collect for
22 Q. Yes. 22 generation revenues in addition to distribution
23 A, Basically line 1 as [ mention here in the 23 revenues in the proposed EER rider.
24 fist columin -- the second column technically, since 24 Q. Would be or should he?
25 the line number is the first column, energy 25 A. That's what you're proposing.
Page 52 Page 55

1 efficiency net revenue requirements of $13 wmillion, 2 1 Q. What do you believe is appropifate? -

2 little over $13 million, and the lost revenue is a e A, 1 belleve that DPRL should be able to

3 little fess than $3.4 million, that is 26 percent of 3 recover for lgst distribution revenues for

4 the total. [t's basicaily line 2 divided by line 1, 4 conservation,

5 Over on the far right-hand column it 5 Q. Let me ask you about your testimony on

6 shows where specifically in the application those b6 page 14, line 22, regarding the mercartile customer

7 documents occur, Those are the Jost revenues that 7 optoutin 4928.66.

8  are created through conservation, 3 A. I see that,

9 The residential rate 111, your g Q. Are you familiar with the Commission's :
10 application projects a little over 1.8 10 rule-making process associated with the mercantile :
11 million-kllowatt hours of lost revenue, The shopping 11 customer opt out?

12 lost revenue or average rate if a customer who was a 12 A, Generally,

13 resldential rate 111 customer was shapping, they 13 Q. 1 assume that you, Ike me, dan't know
14 would be about 3 cents a kilowatt hour is what the 14 what the result of that rule-making process is going
15 companies are proposing to recover if they were 15  to be?

16 shopping those kilowatt hours basically on an 16 A, No, I don't have a crystal ball in that

17 annualized basis then. 17  regard.

ht:! S0 effectively the non-summer months 18 0. 1assume you dan't phjact to the Dayton
19 would be 18.4 million-kilowatt hours approximately, 19 Power and Light Company complying with the final
20 Once again, the average revenue in the non-summer 20 rules once they'te promuigated.

21 months if a customer were shapping of a little over 3 21 A. If the Commissian issues final rules and
22 cents a kilowatt hour, once again creating a 22 to the extent that there's no appeals, 1 obviously
23 basically a fost revenue calculation of line 6 times 73 have no problem with them complying with those rules.
24 line 7 plus fine B times line 9, creates 612, almost 24 Q. Do you believe that there's something

25 $613,000 of lost revenue in residential rate 111 if 25  that the Dayton Power and Light Company can and
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Page 56 Page 59

1 should be dolng now regarding the mercantile opt out 1 State of Chio el
2t it hasn't done? 2 Countyof = :
3 A. What has it done? It's hard for me to 3 I, Mark Frye, o hereby certify that T have
4 say whether they shoukl be doing samething if I don't read the foregoing transcript of my deposition given
5 know what they have been dolng, 4 ggr;ﬁ;';; ;:g;”:gs;fﬂg,;:‘;i:fgﬁ;‘giﬁe
3} Q. Let's suppase they've done what's 5 form or substance, if any, It |s true and gorrect
7 contained in their filing, which is described 6
8 generally the plan and nothing else. What do you 7 Matk Frye
9 think they should have been doing? i N

i i i 9 1 reby ce that regoin:
f? ine Strike the question. Strike the whole mns?r‘]?;’:; ml’dep’;‘sﬂi'uon oma !kigr;"e aa .

. 10  submitted to the witn=ss for reading and signing;
i2 Let me ask you this, in light, of tha fact that after ha had stated to the yndersigned Notary
13 the -- strike that 11 Puhl!: that he had rP:ad and examined his deposition,
14 In light of the Fact the Commission has PRkt o
15 ot promulgated its final rules, what do you befieve 13
16  a utillty in Ohio should be deing currently relating 14 Totory FobT
17  to implementation of the mercantile custamer opt out? b Shary Pl
18 A, Tdon't know. 16 Mycommissionexpires .,
ig MR. SHARKEY: Let's go off the record. :Z ---

20 (Off the record.) 19
21 MR. SHARKEY: Go back on the record. 20
22 Q. @have just a little more for you. g
23 A, Ckay. 2
24 Q. We had provided a document request that 24
25  requesked - let me hand it te you. It's paragraph 1 5
Page 57 Page 60
1 ak the top of the response that your counsel provided Y e oronn O FCATE
2 to me earlier, .
7 1 County of Franklin .
oA e et
5 Q. Can you take a moment to read it? 5 qualified, certify b"at'm‘:v"‘;i:'jn ﬂ‘:n;‘fmﬁmh
g A (lpause-)d \ 3 Ezs;f;?ami&matmeilﬁmmy :ﬁ; tak;n
. I'veread it, dowm by me in stenolypy in the preserce of saj
8 Q. To the bast of your kacwledge have all R it e bt o
9 such documents been provided? & testimony given by said wwitness taken al the time and
10 MR. SMITH: Well, 1 object because you're 9 5;:;,:;3’;:2‘;2353;‘;5“'“ and
11 mischaracterizing your own Gueston. You're saying 19 i certify that T am not  refatve, emplioyee,
12 could you identify tlhose documents, Let the record " :;:ﬁ:;gim;ﬁmmzﬁlﬁgmogr;w
13 show that we identified the documents, - financially interested in the action.
14 Q. Fair enough, I'm not asking you for parts
15  of DPBL's filing, for example. 13 handTndwglfTﬁf:fjslryH siiff,’f#ﬁ'!.i':t“ééﬁ”nﬂ'ﬁﬁfm,
16 A. Yoo want the Duke Ohio filing? I mean, “ on this 7th day of February, 2009.
17 we cited it where it was at. 15
18 Q- NooLknow o o ind that. " e P, R
. ! Notary Public I and for the
17 State of Chin.
5!1) E _:‘_\Jrc])ét{sﬁigow hove to find that too. :g gﬂﬂ?g?m e Mttry 19, 2013,
22 Q. ['m trying -- the goal is ko find out if 20
23 there's some other documents that you've used as 55
24 sowce documents that are in your office, in your p5]
25  computer, that aren't publicly available. %;
Page 58
1 A No.
2 Q. Do you agree that your testimony does not
3 address the reliability of DP&L's distribution
4 gystem?
5 A, 1 agree,
6 Q. Ithink I have no more questions at this
7 lime.
8 A. Great,
9 Q. Thanks for your time,
1o A Thank you,
11 (Signature not waived.)
12 {Oepositian concluded at 11:00)
12 .-
14
15
16
17
18
19
rit)
21
22
23
24
25
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