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I. INTRODUCTION AND SUMMARY

The Joint Movants ask the Commission to vacate the current hearing date

(February 11, 2013), and reset the hearing for May 7,2013 (or perhaps even later). The

Commission should deny that motion for the following separate and independent reasons

First, as demonstrated in the attached Declaration of William Chambers, DP&L's

financial integrity would be jeopardized by any delay in the hearing. Specificall¡ DP&L will

earn a return on equity ("ROE") of oniy ! auring any period in 2013 that its current rates

remain in effect. That ROE is inadequate (the Commission recently approved a target ROE

range of TYoto tl%o), and will jeopardize DP&L's finanoial integrity, The Commission thus



should not delay the hearing because the facts show that DP&L would be signifìcantly

prejudiced by the delay.

Second, the Joint Movants claim that their ability to prepare their testimony has

been prejudiced by amendments that DP&L made to its Applications. The facts simply do not

support the Joint Movants' contention. In fact, DP&L's cunent application is substantially the

s¿ìme as its MRO Application, which was filed over nine months ago.

Third, the Joint Movants also assert that the hearing dates should be vacated due

to discovery disputes in this case. However, the discovery disputes that have arisen in this case

are typical of the run-of-the-mill discovery disputes that occur in many Commission cases. The

presence of discovery disputes does not warrant the extraordinary remedy of a three-month (or

longer) delay in the hearing date,

u. BACKGROT]}ID FACTS

A short timeline will assist the Commission to understand the background facts:

Date

Ma¡ch 30,2012

September 7,2012

October 5,2012

November 29,2012

December t2,20L2

Description

DP&L filed its MRO Application

DP&L withdrew its MRO Application

DP&L filed its ESP Application

DP&L discovered error in its ESP Application that required changes
to ESP Application. DP&L worked diligently to co¡rect the error,
and make a revised filing in under two weeks.

DP&L filed its Second Revised ESP Application
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IIr. A DELAY IN THE HEARING \ryILL JEOPARDIZE DP&L'S F'INANCIAL

As demonstrated in the attached Declaration of William Chambers, DP&L will

ealn an ROE of I for any period during 2013 thatDP&L's current rates remain in effect.

Chambers Dec., tf 4(a).

The Commission stated in AEP's recent ESP case that it is reasonable for a utility

to have an opportunity to earn an ROE of between 7%o and 11%. Opinion & Order, p. 33. (Case

No. 11-346-EL-SSO). An ROE of f is unreasonably low, will jeopardize DP&L's financial

integrity, and would constitute a taking. Chambers Dec., fl 4(b), Further, as Mr. Chambers

explains, a delay in the hearing date would be perceived negatively by rating agencies and

investors, and would harm DP&L's ability to raise capital. Chambers Dec., t[ 4(c). The

Commission thus should not delay the hearing date.

IV. THE AMENDED APPLICATIONS IIA\¡E NOT PREJ{JDICED THE
JOINT MOVANTSI ABILITY TO PREPARE TESTIMONY

The Joint Movants assert þ. 7) that their ability to prepare testimony has been

prejudiced by the changes made to DP&L's Application, but that simply is not so, DP&L's

March 30,2012 MRO Application was very similarto its October 5,20L2 ESP Application. The

similarities between the two applications include:

l. Both sought to blend DP&L's current rates with rates set through a
competitive Bidding Process ("cBP") pursuant to a blending schedure;

2. Both had substantially identical plans for a CBp;

3. Both sought to have a nonbypassable stability charge;

4. Both sought to implement substantially the same rate structure and riders;

5. Both had testimony from the following witnesses on substantially the
same subjects: Claire Hale, Aldyn Hoekstra, Craig Jackson, Teresa
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Marrinan, Nathan Parke, Emily Rabb, Dona Seger-Lawson, and Judi
Sobecki,

Further, DP&L's December 12,2072 Second Revised ESP Application was nearly

identical to DP&L's October 5,2012 ESP Application. The only material difference between the

two ESP Applications is that the amount of the requested Service Stability Rider increased from

$120 million per year to $137.5 million per year.

The intervenors have thus had the core of DP&L's filing since March 30,2012,

over nine months ago. The Commission should thus conclude that the arnendments to DP&L's

Applications have not impaired the intervenors' ability to prepare testimony,

V. DP&L HAS ACTED REASONABLY IN DISCOVERY

The principal basis that the Joint Movants cite as grounds for extending the

hearing date is their unsubstantiated claim (pp, 2,3,7,8, 9) that DP&L has failed to reply

promptly to their discovery requests. While the Joint Movants repeatedly claim that DP&L has

failed to satisfr its discovery obligations, they fail to cite specific facts that are sufficient to

support that assertion. The Commission should reject their argument for the following separate

and independent reasons.

As an initial mattet, as the Commission knows, discovery disputes are common in

Commission cases. The discovery disputes in this case are nothing more than the typical, run-of-

the-mill discovery disputes that arise as a matter of course in Commission proceedings. The

Commission should conclude that the mere existence of some routine discovery disputes does

not warrant the extraordinary remedy of delaying a hearing date by three months. That point is

particularly true in this case, given that extending the hearing date would j eopardize DP&L's

financial integrity.
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Further, the Joint Movants make only generalized claims as to the existence of

discovery disputes and delays, but do not describe any specific facts related to the purported

discovery disputes. Those facts are:

1. Fifteen of the Joint Movants: The Joint Motion fails to disclose that only

two of the seventeen Joint Movants (OCC and IEU) have served formal discovery requests upon

DP&L since Octobet 5,2072 (the date DP&L filed its ESP Applioation). Fifteen of the Joint

Movants have not even served discovery requests in that period, and there have been no

discovery disputes at all between DP&L and those fifteen Joint Movants. The impression

created by the Joint Motion that there have been discovery disagreements between DP&L and all

of the Joint Movants is misleading.

2. OCC: As to OCC, as an initial matter, it has not filed a motion to compel,

and DP&L and OCC have been working to resolve outstanding discovery disagreements.

Further, here are the pertinent facts relating to OCC's claim that DP&L has

delayed in responding to OCCfs discovery requests: On December 4,2012, counsel for DP&L

told counsel for OCC that DP&L had identified an error in its filing, that DP&L expected to

make a conected filing in about one week, and that all of DP&L would be working diligently

during that week to make the corrected filing. During the one-week period after that

conversation -- between December 4,2072 (the date of the conversation) and December 12,2072

(the date the Second Revised ESP Application was filed) - OCC served five sets of discovery

requests upon DP&L that included 73 interrogatories and32 requests for production.' During

I Importantly, the pendency of the hearing date does not explain the volume of OCC's discovery requests during that
one-week period. During the period of time that DP&L's MRO Application was pending, there were multipte

(footnote cont,d,,,)
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the over nine-month period that the case has been pending, OCC has served a total of 23 sets of

discovery requests, with a total of 423 intenogatories and 89 requests for production. The

average week thus includes approximately 12 interrogatories and 3 requests for production, well

below the number of discovery requests that OCC served during the week in which it knew that

DP&L's employees would be unavailable to respond to its discovery requests.2

The Commission should conclude that the reason that OCC served five sets of

discovery requests that included 73 interrogatories and32 requests for production of documents

between dr.ring that week is that OCC intended to overburden DP&L during a period of time that

OCC had been told that the relevant DP&L employees would be unavailable since they would be

working around the clock to correct the error in the ESP filing. In any event. DP&L has now

responded to all of OCC's outstanding discovery requests.

In short, DP&L has made reasonable, good faith efforts to respond to OCC's

discovery requests. More importantly, the Commission should not reward OCC's transparent

efforts to overburden DP&L with discovery requests by extending the hearing date.

3. IEU: There are four pertinent points relating to discovery disagreements

between DPSLL and IEU.

First, DP&L has made reasonable, good faith efforts to respond to IEU's

discovery requests, There have been some short delays in a few of DP&L's responses due to

(.,.cont'd)
hearing dates set (which were later vacated). However, OCC did not serye the same volumes of discovery requests
in advance ofthose hearing dates.

2 Most of OCC's discovery requests are served after 4;30 p,m., usually on a Friday, to minimize the number of work
days DP&L has to respond given the 10-day deadline to respond to discovery requests that the Commission ordored.
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time needed by DP&L employees to correct the error in the ESP filing, but DP&L worked

diligently to complete those responses as quickly as possible and has provided to IEU all of the

information to which it is entitled.

Second, as demonstrated in DP&L's memorandum in opposition to IEU's first

motion to compel, at the time that IEU frled that motion, it knew that it was going to be receiving

the overwhelming majority of the information tlut it had requested. Indeed, IEU subsequently

has withdrawn many of the grounds on which the motion was based,3 and DP&L has in fact

responded to a number of the requests that IEU has not withdrawn.a As to the few items that

remain in dispute, as demonstrated in DP&L's memorandum in opposition to IEU's motion to

compel, IEU's claims as to those items are meritless.

Ihi!ü as to IEU's second motion to compel, DP&L's memorandum in opposition

(due date of January 14,2013) will demonstrate that IEU is not entitled to the requested

information.

Fourth, as demonstrated in DP&L's motion to compel that was filed on January 9,

2013, IEU has utterly failed to comply with its own discovery obligations in this case. The

Commission should not permit IEU to complain that some of DP&L's discovery responses have

been inadequate when IEU itself has almost entirely ignored its own discovery obligations,

3 December 26,2012 Letter from M, Pritcbard to Attomey Examiners; January 2,2073 Reply of Industrial Energy
Users-Ohio, pp.1-2.

a A complete list of the IEU discovery requests to which DP&L has already responded can be found in the
December 27,2012DP&cL Memorandum in Opposition to IEU's Motion to Compel, pp. 3-8,
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In short, the Commission should conclude that DP&L has made reasonable efforts

to respond to discovery in a timely manner, and should further conclude that the short delays in

responding to some of the discovery requests do not warant extending the hearing date.

vr. IF' TIIE COMMISSION WERE TO Á.LTER THE HEARING DATE, IT
SIIOTIT,D Y 25.2013

In its scheduling Entry, the Commission set the hearing for the weeks February 11

and February 25,20L3 (the hearing is to recess for the week of February 18, 2013). Nov. 14,

2012Bntry, t[3. If the Commission weÌe to conclude that the start of the hearing should be

altered then the latest the Commission should start the hearing on February 25,2013, as the

parties are abeady holding that week. (DP&L's counsel told the Attorney Examiner in a prior

scheduling confetence that he had a trial starting on March ll,2}I3,but that other case has been

resolved, and it was dismissed this week.)

YII. CONCLUSION

The Commission should not delay the start of the hearing since doing so would

jeopardize DP&L's financial integrity, Further, the discovery disputes in this case are typical of

the discovery disputes that arise in many Commission cases; the Joint Movants have failed to

support their claim that the run-of-the-mill discovery disputes in this case warrant the

extraordinary remedy of extending the hearing by three months. Finally, if, despite the

preceding arguments, the Commission elects to postpone the hearing, then the Commission

should do so until no later than on the week of February 25,2013, which is a date that the parties

are already holding.
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Respeotfirlly submitted,

s/Judi 1,. Snbecki
Judi L. Sobeckí (0067186)
THE DAYTON PO}VER AND

UG1IT COMPANY
1065 lVoodmmDrive
Dayton, OH 45432
Telephone: (937) 259.7 17 I
Telecopier: (937) 259-7 l7 S
Enail : judi.sobeoki@dplino.com

s/ Charlae f
Charles J. Fnuki (0010417)

(Cousel of Record)
Jeftey S. Sharkey @A6il892)
FA,RUKI IRELAND & COX P.L.L.
500 Courthouse Pla^r¿ S.W.
l0 NorthLudlow Steet
Dayton, OH 454U2
Tele,phone: (937) 227 -37 Os
Teleoopicr: (937) 221 -37 L7
Emait: cfanrki@ficlaw,com

A'ttorneys for The Dayton Ponerand
Light Company
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Samuel C. Randazzo, Esq.
Frank P. Darr, Esq.
Matthew R. Pritchard, Esq.
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Columbus, OH 4321 5-4228
sam@mwncmh.com
fdarr@mwncmh.com
mpritchard@mwncmh. com
joliker@mwncmh.com
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Philip B. Sineneng, Esq.
THOMPSON HINE LLP
41 South High Street, Suite 1700
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Philip, Sineneng@Thomp sonHine. com

Amy B. Spiller, Esq.
Deputy General Counsel
Jeanne W. Kingery, Esq.
Associate General Counsel
DTIKE ENERGY RETAIL SALES, LLC and
DUKE ENERGY COMMERCIAL ASSET
MANAGEMENT,INC.
139 East Fourth Street
1303-Main
Cincinnati, OH 45202
Amy, Spiller@duke-energy. com
Jeanne.Kingery@duke-energy. com

Attomeys for Duke Energy Retail Sales, LLC and
Duke Energy Commercial Asset Management, Inc

Mark A. Hayden, Esq.
FIRSTENERGY SERVICE COMPANY
76 South Main Street
Akron, OH 44308
haydenm@frrstenergycorp. com

James F. Lang, Esq.
Laura C. McBride, Esq,
N. Trevor Alexander, Esq.
CALFEE, HALTER & GRISWOLD LLP
1400 KeyBank Center
800 Superior Avenue
Cleveland, OH 44114
jlang@calfee.com
lmcbride@calfee.com
talexander@calfee. com

David A. Kutik, Esq.
JONES DAY
North Point
901 Lakeside Avenue
Cleveland, OH 44114
dakutik@jonesday.com

Allison E, Haedt Esq,
JONES DAY
325 John H. McConnell Blvd., Suite 600
Columbus, OH 4321 5-2673
aehaedt@jonesday.com

Attorneys for FirstEnergy Solutions Corp.



Robert A, McMahon, Esq.
EBERLY MCMAHON LLC
2327 Kemper Lane, Suite 100
Cincinnati, OH 45206
bmcmahon@emhJaw,com

Rocco O. D'Ascenzo, Esq.
Associate General Counsel
Elizabeth Watts, Esq.
Associate General Counsel
DUKE ENERGY OHIO, INC.
139 East Fou¡th Street
1303-Main
Cincírurati, OH 45202
Elizabeth.Watts @duke-energy, com
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Attorneys for Duke Energy Ohio, [nc.

David F. Boehm, Esq.
Michael L, Kurtz, Esq.
BOEHM, KURTZ & LOWRY
36 East Seventh Street Suite 1510
Cincinnati, OH 45202-4454
dbo ehm@BKllawfirm. com
mkurtz@B KLI awfirm. c om

Attorneys for Ohio Energy Group

Gregory J, Poulos, Esq,
EnerNOC,Inc.
4TlEastBroad Street
Columbus, OH 43215
Telephone: (614) 507 -7377
Email: g¡roulos@enernoc.com

Attorney for EnerNOC, Inc.

Colleen L. Mooney, Esq.
OHIO PARTNERS FOR AFFORDABLE
ENERGY
231 West Lima Street
P.O. Box 1793
Findlay, OH 45839-1793
cmo oneyZ @c olumbu s. rr. c om

Attorney for Ohio Partners for Affordable Energy

Jay E. Jadwin, Esq.
AMERICAN ELECTRIC POWER
SERV]CE CORPORATION
155 W. Nationwide Blvd., Suite 500
Columbus, OH 43215
jejadwin@aep.com

Attorney for AEP Retail Energy Partners LLC

M. Anthony Long, Esq.
Senior Assistant Counsel
HONDA OF AMERICA MFG.,INC.
24000 Honda Parkway
Marysville, OH 43040
tony_long@ham.honda. com

Attorney for Honda of America Mfg,, Inc,

Richard L. Sites, Esq.
General Counsel and Senior Director of
Health Policy
OHIO HOSPITAL ASSOCIATION
155 East Broad Street, 15th Floor
Columbus, OH 4321 5-3620
ricks@ohanet.org

Thomas J. O'Brien, Esq.
BzuCKER & ECKLER LLP
100 South Third Street
Columbus, OH 43215-4291
tobrien@bricker.com

Attorneys for Ohio Hospital Association

Thomas W. McNamee, Esq.
Assistant Attorney General
Devin D. Parram, Esq.
Assistant Attorneys General
180 East Broad Street
Columbus, OH 43215
Thomas.mcnamee@puc. state. oh.us
devin.parram@puc. state. oh,us

Attorneys for the staff of the Public utilities
Commission of Ohio

2



Mark S. Yurick, Esq.
(Counsel of Record)
Zachary D. Kravitz, Esq,
TAFT STETTINIUS & HOLLISTER LLP
65 East State Street, Suite 1000
Columbus, OH 43215
m.v_urick@taftlaw.com
zlcavitz@taftlaw.com

Attorneys for The Kroger Company

Mark A. Whitt, Esq. (Counsel of Record)
Andrew J, Campbell, Esq.
WHITT STURTEVANT LLP
The KeyBank Building
88 East Broad Street, Suite 1590
Columbus, OH 43215
whitt@whitt- sturte vant. com
campbell@whitt-sturtevant. com

Vincent Parisi, Esq.
Matthew White, Esq,
INTERSTATE GAS SUPPLY, INC
6100 Emerald Parkway
Dublin, OH 43016
vparisi@igsenergy.com
mswhite@i gsenergy. com

Attorneys for Interstate Gas Supply, Inc.

Steven M, Sherman, Esq. Counsel of Record
Joshua D. Hague, Esq. (admittedpro hac vice)

KRIEG DEVAULT LLP
One Indiana Square, Suite 2800
Indianapolis, IN 46204 -207 I
ssherman@kdlegal.com
jhague@kdlegal.com

Attomeys for'Wal-Mart Stores East, LP
and Sam's East, Inc.

Melissa R. Yost, Esq., (Counsel of Record)
Maureen R. Grady, Esq.
Assistant Consumers' Counsel
Office of The Ohio Consumers'Counsel
10 West Broad Street, Suite 1800
Columbus, OH 4321 5-3485
yost@occ.state.oh.us
gt ady @o cc. state, oh.us

Attorneys for Offïce of the Ohio Consumers'
Counsel

Christopher L. Miller, Esq.
(Counsel ofRecord)
Gregory H. Dunn, Esq.
Christopher W. Michael, Esq.
ICE MILLER LLP
250 West Street
Columbus, OH 43215
Chri stopher.Mi ller'@icemiller. com
Gregory.Dunn@icemiller. com
Christopher. Michael @icemiller. com

Attorneys for the City of Da¡on, Ohio

M. Howard Petricoff, Esq.
Stephen M. Howard, Esq.
VORYS, SATER, SEYMOUR AND
PEASE LLP
52 East Gay Street
P.O. Box 1008
Columbus, OH 43216-1 008
mhpetricoff@vorys,com
smhoward@vorys.com

Attorneys for the Retail Energy Supply
Association

Trent A. Dougherty, Esq. Counsel of Record
Cathryn N. Loucas, Esq.
OHIO ENVIRONMENTAL C OLINCIL
7207 Grandview Avenue, Suite 201
Columbus, OH 43212-3449
trent@theoec.org
cathy@theoec.org

Attorneys for the Ohio Environmental
Council

J



Joseph M. Clark, Esq., Counsel of Record
6641 North High Street, Suite 200
Worthington, OH 43085
j oseph.clark@directenergy, com

Christopher L. Miller, Esq.
Gregory J. Dunn, Esq.
Alan G. Starkoft Esq.
ICE MTLLER LLP
2540 West Street
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Christopher.Miller@icemiller. com
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smhoward@vorys,com

Attorneys for Exelon Generation Company, LLC,
Exelon Energy Company, Inc., Constellation
Energy Commodities Group, Inc., and
Constellation NewEnergy, Inc.
Matthew J. Satterwhite, Esq.
Steven T. Nourse, Esq.
AMERICAN ELECTRIC POWER SERVICE
CORPORATION
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Columbus, OH 43215
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stnourse@aep.com
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Advooates for Basic Legal Equality, Inc.
333 \Mest First Stueet, Suite 5008
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ejacobs@ablelaw,org
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THOMPSON HINE LLP
41 South High Street, Suite 1700
Columbus, OH 4321,5
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Services, Inc.
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J, Thomas Siwo, Esq.
BzuCKER & ECKLER LLP
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I. INTRODUCTION AND SUMMARY

l. My narne is William J. Chambers. I have personal knowledge of all

matters stated in this Declaration, and I am competent to testify to the lacts statcd bclow,

2. I earned a Ph.D. in economics from Columbia University in 1975. From

1983 to 2005,I was employed at Standard & Poor's; I was in the debt rating division for the

large majority of my time there. I joined the faculty at Boston University in 2005, where I teach

finance, investment analysis and related courses. A complete copy of my curriculum vitae is

attached as Appendix A to my Second Revised Direct Testimony in this matter.

3. Certain Intervenors in this case have frled a Joint Motion to Vacate

Procedural Schedule or in the Alternativc to Modify Procedural Scheduler, proposing that the

PUCO delay the start of the hearings in this matter until May 7,2013. In this Declaration, I

have been asked to address the effect that granting the Joint Motion would have on DP&L's

projected financial results including, in particular, the firm's projected annualized return on

equity ('T.OE"). In addition, I have been asked to comment on other potential effects that the

decision on the Joint Motion might have, including possible effects on the perceptions of

investors and rating agencies.

4. Based on my review and analysis to date, I have reached the following

oonolusions

(a) The continuation of DP&L's rate structure applicable in2012 into 2013 will

result in a projected annualized ROE for DP&L ofjust !during any period in

I Fol the purposes of this Declaration, I usc thc tcrm "Joint Motion" to tefer to the Joint Motion To Vacate
Procedural Schedule Or In The Allelnatìve 'l'o Modifl Procedural Schedule, Schedule A Prehearing Conference,
Request For Expedited Treatment, And Memolandum In Support, Filed January 4,2013

2



2013 during which those rates are in efTèct, assuming expected customcr

switching behavior,'

(b) This projected annualized ROE ofjustlunder the continued application

of the 2012 ratcs is well below the leveI required by investors and would have an

adverse effect on DP&L's financial integrity. The longer the delay in

implementing a nelv rate structure, the greater the harm that will be experienced

by DP&L in the form of a substandard rate of return.

(c) Delays in implementing a new rate strucfure for DP&L will increase the

uncertainty among capital markets participants, including both investors and the

credit rating agencies, regarding DP&L's short and longer-term hnancial health,

the rate strucfure which the Commission ultimately will approve for DP&L, and

the regulatory climate that DP&L will face in the future. This uncertainty also

could impair DP&L's access to capital markets, including its ability to

successfully refinance a large bond issue which matures in October 2013.

n. GRÄ.NTING TIIE JOINT MOTION WOULD THREATEN DP&L'S
FINANCIAL INTEGRITY

5. I have examined the financial outcomes, including the ROE, and

oonsequcnces that DP&L would experience if DP&L's 2012 rate structure remains in effect

through 2013, assuming that customers continue their pattern of switching to alternative

electricity suppliers as projected in the Second Revised Testimony of Aldyn Hoekstra. This

approach is consistent with the analysis presented in my Second Revised Direct Testimony (filed

2 Second Revised Direct'festinrony of Aldyn W. Hockstra, Electric Seculity Plan (ESP), ("Hoekstra 'I'estimony"), at

6, 8,
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orì Decembet 12,2012) regarding the proposed ESP II, which I incorporate herein by reference,

Also, as in my Second Revised Direct Testimony, I have presented the analysis in the lrarnework

of a pro forma capitalstructure adjustment that effectively imputes some debt held on DPL Inc,'s

balance sheet to DP&L.

6. As shown on WJC-II, if customer switching increases as expected and the

2012 rate structure were continued for all of 2013, the Company's projected total revenues

would be (of which approximately is from the RSC) and would result

in projected net income of approxirnately As shown in Exhibit WJC-I, with the

reduction of the Company's projected net income to under the continuation of the

2012 rate structure, the projected ROE would fall tol on an annualized basis. That level of

ROE is below the level required by investors and, if maintained for a period of time, would have

an adverse effeot on DP&L's frnancial integrity. Moreover, this level of ROE falls well below

the PUCO's reasonable range of 7 to 1 I percent.

7. A sustained ROE at this level would cause financial distress for the

Cornpany and threaten its financial integrity, Such poor financial performance for 2013 likely

would result in DP&L's credit rating being reduced in the near term by those agencies that

currently have the rating under review, increase its cost of borrowed funds and pose an obstacle

to the refinancing of the Company's long term debt that matures in 2013 and renegotiation of its

revolving line of credit.

8. The results and conclusions stated above are based on the application of

DP&L's 2012 rate structure to the entire year of 2013. If the proposed ESP II were implemented

at some point during the year, with the ouruent rates applying to only the first part of the year,
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then the ROE shown in Column D of Exhibit WJC-I would be representative of the projected

annualized ROE earned during the portion of the year for which the existing rates will have

remained in plaoe. Assuming that ultimately the ESP II is approved in all its material aspects,

the longer that the 2012 rates are permitted to continue through 2013,the lower will bc the

company's overall ROE and its other financial metrics will be negatively affected, reducing

DP&L's fi nancial integrity,

9, Delay in the resolution of DP&L's ESP II proposal will create additional

uncertainty as to what its rate structure will ultimately be and when any such new rates will be

irnplemented. This additional uncertainty will harm DP&L in the eyes of capital markets

participants, potentially affecting the company's credit standing, its credit rating and its ability to

refrnance bonds maturing in October 2013 and its revolving line of credit.In its announcement

on November 9,2012, Moody's placed the ratings of DP&L and DPL under review for possible

downgrade. It cited three principal reasons for this action:

a) Deterioration of the companies' financial metrics;

b) Uncertainty regarding the regulatory compact; and

c) Challenges around debt maturitios beginning in 2013.3

10. Further delay of the hearing will exacerbate and negatively impact all

threeofthesefactors, AsdooumentedinthisDeclaration,thelongerDPS¿Lisrequiredto

operate under the existing rate regime, the poorer will be its financial performance in

2013. Continuation will increase concern about the regulatory environment facing DP&L. Both

3 Moody's Invostors Servicc, Announccment: Moody's Places the Ratings of DPL and DP&L Under Review for
Possible Downgrade, November 9, 2012
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of these two factors also will affect how investors approach any issue of debt to refinance

maturing oblÍgations or the granting of new short-tem finanoing facilities.

11. Similarl¡ on November 7,z}tz,FitchRatìngs plaoed theratings of DPL

andDP&L on Rating Watoh Negative atthe same time that it lowered the rating on

DPL4. FitchRatings cited sirnilar factors to those identified by Moody's in taldng this aotion. It

speoifioally targeted the resolution ofthe Ratings Watch situation to tho decision by PUCO

regarding the current ESP, which it anticipated being resolved within the fîrst quarter of 2013, as

ít is currently sohedulod to be. Consequently, fufther continuation of the hearings may inoreass

the likelihood of a fuither negatlve rating decision by FitchRatings.

I declarc under the penaþ of perjury under the laws of the United States that the

forogoing is true and correot,

Executed on January 10, 2013, at Boston, Massachusetts.

e
William J

a FitchRalings, Fitch Downglades DPL and Places DPL and DP&L on Rating W'afch Negatlve, November 7,2012,
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