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i I. INTRODUCTION 

2 Q. Please state your name and business address.

3 A. My name is Sharon Schroder. My business address is 1065 Woodman Drive, Dayton,

4 OH 45432.

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

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

7 as Director of Regulatory Affairs.

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

9 A. I assumed my present position in November 2015. Prior to that, I served in several

10 leadership roles within DPL Energy Resources, Inc. (DPLER), including Director of

1 1 Community Relations, Director of Sales, and Director of Business Development &

12 Regulatory Affairs. DPLER was an affiliate of The Dayton Power and Light

13 Company. DPLER was sold by DPL on January 1, 2016.

14 Q. What are your responsibilities in your current position?

15 A. In my current position, I have overall responsibility for evaluating regulatory and

16 legislative initiatives, the Company's retail and wholesale rates, and overall regulatory

17 operations.

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

19 A. I received a Bachelor of Science degree in International Business from Miami

20 University in Oxford, Ohio in 1989. I earned a Master of Science in Social and

21 Applied Economics from Wright State University in Dayton, Ohio in 1990.
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Additionally, I earned a Master of Arts in Economics from The Ohio State University

in Columbus, Ohio in 1994. Prior to my roles within DPLER, I was Director of Major

Accounts for the Service Operations team and Manager of Federal Energy Regulatory

Commission ("FERC") Pricing and Policy, both for DP&L. I have been employed by

DPL Inc. since 1996.

6 Q. Have you previously provided testimony before the Public Utilities Commission

7 of Ohio ("PUCO" or the "Commission"), any other state commission or the

8 FERC?

9 A. Yes. I have sponsored testimony in Case No. 09-256-EL-UNC before the PUCO

10 regarding the establishment of the Company's Transmission Cost Recovery Rider. I

1 1 submitted testimony on behalf of the Company before the FERC on (i) August 31,

12 2001 with regard to the Federal Power Act ("FPA") Section 205 filing of the former

13 Alliance Companies in Docket No. RT01-88-006, (ii) December 11, 2002 with regard

14 to the FPA Section 205 filing of the Alliance Companies in Docket No. ER03-262-

15 000, (iii) October 14, 2003 with regard to the elimination of through-and-out rates in

16 Docket Nos. EL03-212, et al., (iv) July 30, 2004 with regard to the FPA Section 205

17 filing of AEP and Dayton to join PJM in Docket No. ER04-1068-000, and (v) April

18 29, 2005, May 13, 2005, and August 29, 2005 with regard to the FPA Section 205

19 filing to support Dayton's lost revenues in the Seams Elimination Charge/Cost

20 Adjustment/Assignment ("SECA") proceedings, Docket Nos. ER05-6, et al. I

21 sponsored testimony on behalf of the Responsible Pricing Alliance ("RPA") on

22 November 22, 2005 in Docket No. EL05-121-000, to review competing proposals for
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1 a new PJM transmission rate design, and to present my conclusions concerning the

2 cost shifts and related cost of service issues involved in their proposals. I also

3 sponsored testimony before FERC supporting DPL Energy, LLC's revenue

4 requirement for Reactive Supply under PJM's Tariff in Docket ER08-1039 in May

5 2008.

6 Q. What is the purpose of this testimony?

7 A. The purpose of this testimony is to provide the facts showing that the Commission

8 should approve the Amended Stipulation and Recommendation ("Amended

9

10

11

Stipulation") filed in this matter on March 14, 2017, because it is the product of

serious negotiations among knowledgeable parties, benefits customers and the public

interest, and does not violate any important regulatory principle or practice.

12 II. THE AMENDED STIPULATION AND RECOMMENDATION

13 Q. Can you provide an overview of the terms of the Amended Stipulation?

14 A. Yes. Customers of DP&L rely upon DP&L to provide safe and reliable service, and

15 the principal goal of the Amended Stipulation is to allow DP&L to continue to provide

16 such service to customers during a six-year Electric Security Plan ("ESP"). DP&L is

17 currently facing a financial crisis, and will not be able to continue to provide such

18 service without financial support. The Amended Stipulation provides financial

19 support, along with numerous commitments by the Company, that benefit customers.
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1 III. THE COMMISSION'S CRITERIA FOR EVALUATING 
2 STIPULATIONS 

3 Q. What criteria does the Commission use to decide whether to approve a

4 Stipulation?

5 A. The Commission has applied the following three criteria: First, is the Stipulation a

6 product of serious bargaining among capable, knowledgeable parties? Second, taken

7 as a package, does the Stipulation benefit customers and the public interest? Third,

8 does the Stipulation violate any important regulatory principle or practice?

9 Q. On January 30, 2017, DP&L filed a Stipulation and Recommendation with the

10 Commission and you filed testimony to support it. Why is there a new

1 1 Stipulation?

12 A. Negotiations are a continuous process, and no Stipulation is final until it is approved

13 by the Commission. DP&L continued to talk to the Staff and other parties after that

14 Stipulation was filed. The Company maintained a dialogue with the Staff on many

15 issues and through ongoing negotiations, we were able to compromise on some issues

16 in order to complete an Amended Stipulation with more parties supporting it,

17 including Staff.

18 A. The Amended Stipulation is the Product of Serious 
19 Bargaining among Knowledgeable Parties 

20 Q. Was the Amended Stipulation the product of serious bargaining among capable,

21 knowledgeable parties?
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1 A. Yes. The settlement negotiations involved a diverse group of experienced parties.

2 Numerous negotiating sessions were held, and proceeded over a period of months.

3 The Signatory Parties and Non-Opposing Parties to the Amended Stipulation represent

4 a wide spectrum of diverse interests. All of the Signatory Parties and Non-Opposing

5 Parties were represented by attorneys, most if not all of whom have years of

6 experience in regulatory matters before this Commission and who possess extensive

7 information. All of the negotiations were at arm's length. Countless hours were

8 devoted to the negotiating process and to the exchange of language and information

9 associated with the terms of the Amended Stipulation.

10 Q. Can you identify the parties that participated in negotiations leading to the

1 1 Amended Stipulation?

12 A. Yes. I was one of the principal negotiators for DP&L in the lengthy settlement

13 negotiations, in which the following parties participated:

14 A. DP&L

15 B. The Commission's Staff

16 C. Adams County

17 D. Adams County Ohio Valley School District

18 E. Calpine Energy Solutions LLC

19 F. City of Dayton

20 G. Edgemont Neighborhood Coalition

21 H. EnerNOC, Inc.

22 I. Environmental Defense Fund
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1 J. Environmental Law and Policy Center

2 K. Honda of American Mfg., Inc.

3 L. IGS Energy

4 M. Industrial Energy Users-Ohio

5 N. The Kroger Company

6 0. Manchester Local School District

7 P. Mid-Atlantic Renewable Energy Coalition

8 Q. Monitoring Analytics, LLC, as Independent Market Monitor for PJM

9 R. Monroe Township

10 S. The Office of the Ohio Consumers' Counsel

1 1 T. The Ohio Energy Group

12 U. Ohio Environmental Council

13 V. The Ohio Hospital Association

14 W. The Ohio Manufacturers' Association Energy Group

15 X. Ohio Partners for Affordable Energy

16 Y. People Working Cooperatively, Inc.

17 Z. PJM Interconnection, LLC

18 AA. The PJM Power Providers Group

19 BB. The Retail Energy Supply Association

20 CC. Sierra Club

21 DD. Sprigg Township

22 EE. Utility Workers of America Local 175

23 FF. Wal-Mart Stores East, LP and Sam's East, Inc.



Testimony of Sharon R. Schroder
in Support of the Amended Stipulation and Recommendation

Page 7 of 23

1 Not all of those parties signed the Amended Stipulation, but all of them participated in

2 the negotiations.

3 Q. Can you describe the negotiation process that led to the Amended Stipulation?

4 A. Yes. DP&L conducted numerous settlement conferences at the Commission, and

5 invited all parties that had timely intervened (including the Commission's Staff) to

6 numerous sessions. In advance of each conference, DP&L circulated to those parties a

7 settlement term sheet or a draft Stipulation. A telephone bridge was established for

8 several of those sessions to accommodate those parties who could not travel to a

9 particular session. At each conference, DP&L answered questions from the parties

10 and asked the parties for feedback on DP&L's proposed settlement terms. Those

11 parties did in fact make extensive comments on DP&L's proposals, and DP&L made

12 significant compromises, changes and additions to its proposals to accommodate the

13 requests of the parties.

14 In addition, DP&L contacted each party that had timely intervened to give those

15 parties an opportunity to discuss settlement with DP&L on an individual basis.

16 Numerous parties took advantage of that opportunity, and DP&L had extensive

17 conversations with individual parties.

18 Numerous parties signed the Amended Stipulation as "Signatory Parties" (i.e., they

19 support the Amended Stipulation) while others signed the Amended Stipulation as

20 "Non-Opposing Parties" (i.e., they agree not to oppose the Amended Stipulation).
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1 Still others have informed DP&L that they do not intend to oppose the Amended

2 Stipulation, but do not intend to sign it either.

3

4

5

6

7

The result of the negotiations was a compromise, as explained more fully below.

Every Signatory Party or Non-Opposing Party received benefits under the Amended

Stipulation, but no Signatory Party or Non-Opposing Party received everything that it

may have wanted or desired. The Amended Stipulation strikes a reasonable balance

that benefits customers and the public interest.

8 Q. Can you describe the interests of the parties that signed the Amended Stipulation

9 as Signatory Parties or Non-Opposing Parties?

10 A. Yes. The Amended Stipulation was signed by a diverse group of parties that includes

1 1 the Commission's Staff, DP&L, three representatives of residential low-income

12 customers, the largest municipality in DP&L's service territory, two large state-wide

13 organizations representing industrial customers in DP&L's service territory, a large

14 industrial customer, a large state-wide manufacturing association, a state-wide

15 organization representing local hospitals in DP&L's service territory, one of the largest

16 supermarket chains in the country, a retail supplier association and an individual retail

17 supplier. The Amended Stipulation represents a wide range of interests, including the

18 interests of DP &L's customers.

19
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1 B. The Amended Stipulation Benefits the Public Interest

2 Q. Turning to the second criterion or principle, does the Amended Stipulation

3 benefit the public interest?

4 A. Yes. As discussed in more detail below, the principal customer benefits of the

5 Amended Stipulation include that the Amended Stipulation will: (1) allow DP&L to

6 continue to provide safe and reliable service; (2) position DP&L to make investments

7 to address reliability issues on its system, and provide a financial foundation targeted

8 toward enabling and later implementing grid modernization; (3) provide standard

9 service offer ("SSO") service via a competitive bidding process; (4) promote economic

10 development in DP&L's service territory; (5) promote competition in DP&L's service

11 territory; and (6) provide funding for low-income residential customers. Most of these

12 benefits would not occur in the absence of a settlement. For example, the economic

13 development commitments, competitive market enhancements, and funding for low-

14 income residential customers were not a part of DP&L's ESP case as filed.

15 Q. How does the Amended Stipulation allow DP&L to continue to provide safe and

16 reliable service?

17 A. It does so in two principal ways. First, the Amended Stipulation provides for funds to

18 pay interest obligations on existing debt and make discretionary debt prepayments at

19 DPL Inc. and DP&L. Second, the Amended Stipulation also establishes mechanisms

20 that facilitate investments allowing DP&L to maintain and modernize DP&L's

21 transmission and distribution infrastructure. Combined, these will allow the Company
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1 to maintain its financial integrity and continue to provide safe and reliable service to

2 its customers.

3 Q. How does the Amended Stipulation facilitate reducing the debt at DPL Inc. and

4 DP&L?

5 A. First, DPL Inc.'s shareholders have made substantial financial commitments, in the

6 form of agreeing not to receive dividends during the ESP Term, forgoing the

7 collection of contractually-required tax-sharing payments throughout the DMR term,

8 so instead, funds can be directed toward further paying down debt; and agreeing to

9 commence a process to sell certain coal-fired generation assets and to use any

10 proceeds to further reduce debt. Second, DP&L will be entitled to collect a $105

11 million per year Distribution Modernization Rider ("DMR"), as established in

12 Amended Stipulation, ¶ II.2.a., to be used to pay down debt. The DMR is targeted

13 toward putting DPL Inc. and DP&L on a path towards achieving and maintaining an

14 investment grade (i.e., not be in the junk bond category) credit rating. DPL Inc. and

15 DP&L need the DMR to maintain access to reasonably priced debt, so that they can

16 borrow money at reasonable rates to maintain and make investments in DP&L's

17 distribution system. DP&L witness Malinak explains why those funds are needed to

18 allow DP&L to maintain its financial integrity and thus provide safe and reliable

19 service.

20 Q. How does the Amended Stipulation facilitate investment in DP&L's distribution

21 system?
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1 A. The Amended Stipulation contains two provisions that are designed to allow DP&L to

2 make investments in its distribution system. The first — the Distribution Infrastructure

3 Rider -- is established in Amended Stipulation, ¶ II.2.d., and will initially be set at

4 zero, and will recover incremental distribution capital investments recorded in FERC

5 Plant Accounts 360-374. For example, DP&L intends to address certain known

6 threats to the reliability of DP&L's distribution system (e.g., replace equipment with

7 known high failure rates, replacement of underground cable with bare concentric

8 neutral). The second — the Smart Grid Rider ("SGR") -- is established in Amended

9 Stipulation, ¶ 11.3., and will initially be set at zero. DP&L will recover costs of

10 DP&L's grid modernization investments, consistent with the Commission's state-wide

11 PowerForward grid modernization initiative and DP&L's Distribution Infrastructure

12 Modernization Plan, through the new SGR. DP&L will file a comprehensive

13 Distribution Infrastructure Modernization Plan within three months of completion of

14 the Commission's PowerForward grid modernization initiative.

15 In addition, the Amended Stipulation includes a variety of other programs and

16 investments that will improve DP&L's distribution system. For example, the

17 Amended Stipulation provides that DP&L will make investments at the Dayton

18 International Airport (Amended Stipulation, ¶ X.2.d) and partner with the

19 Montgomery County Port Authority to participate in Property Assessed Clean Energy

20 ("PACE") projects, both of which will provide a more reliable distribution network

21 (Amended Stipulation, ¶ X.2.c.). DP&L also agreed to work with Honda to develop

22 and automate Energy Star benchmarking for Honda's suppliers within DP&L's service
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1 territory (Amended Stipulation, ¶ X.4.d.), and DP&L will meet with customers and

2 other interested parties to discuss grid modernization and renewable investment

3 (Amended Stipulation ¶ X.4.e).

4 Q. Can you explain the benefits of the competitively bid SSO in more detail?

5 A. Yes. The Amended Stipulation provides for the continuation of a competitive bidding

6 process to procure generation service for SSO customers, as established in Amended

7 Stipulation, ¶ III. I understand that DP&L is required to provide generation service to

8 SSO customers, but there is no obligation that such service be provided via a

9 competitive bidding process. By using a competitive bidding process to establish that

10 SSO rate, the Amended Stipulation provides for rates that are expected to be lower (as

11 compared to traditional cost-of-service rates) and reduced risks (as compared to

12 acquiring the generation in the day-ahead market, which is very volatile). Further, to

13 ensure that SSO customers receive these benefits of competitive bidding, DP&L has

14 filed a notice in Case No. 08-1094-EL-SSO in which it agreed to perform two rounds

15 of competitive bidding to serve the SSO load beginning June 1 of this year, when the

16 current SSO rates are set to expire.

17 Q. Can you describe the Economic Development Rider ("EDR") benefits in more

18 detail?

19 A. Yes. The Company's current Economic Development Rider is modified in Amended

20 Stipulation, ¶IV., and is designed to provide economic incentives to large Ohio

21 employers who contribute substantially to the overall financial condition, jobs and
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growth in DP&L's service territory. The rider is thus designed to promote Ohio's

ability to create and retain jobs. Not only will the EDR assist those businesses to

retain existing employees and hire new ones, but there would also be a multiplier

effect in that those employees will support local businesses.

5 Q. Can you describe the Economic Development Grant Fund benefits in more

6 detail?

7 A. Yes. The Economic Development Grant Fund is established in Amended Stipulation,

8 ¶ V., and contains three components, all of which last for the DMR term. The costs of

9 those components will be borne by DP&L, i.e., they will not be recovered from

10 customers. First, DP&L will contribute $1,000,000 annually for use by customers

11 within DP&L's service territory for energy programs and infrastructure. Second,

12 DP&L will contribute a total of $2,000,000 to benefit Adams County, which funds

13 will be used for economic development activities, workforce development, and job

14 training. Third, DP&L will provide offset payments to certain large employers within

15 DP&L's service territory.

16 Q. Can you describe the Reconciliation Rider?

17 A. Yes. The Reconciliation Rider in Amended Stipulation ¶ VI.1.a. will allow DP&L to

18 recover certain costs that DP&L incurs associated with its contractual commitments to

19 the Ohio Valley Electric Corporation ("OVEC"). DP&L signed that agreement in

20 1953 and amended in 2010; that contract obligates DP&L to pay certain costs



1

2

Testimony of Sharon R. Schroder
in Support of the Amended Stipulation and Recommendation

Page 14 of 23

associated with OVEC and entitles DP&L to a percentage of the output of the two

OVEC generation facilities.

3 DP&L originally entered into its contract with OVEC to address national security

4 needs, namely, to provide power to a uranium enrichment facility to be constructed by

5 the Atomic Energy Commission.

6 DP&L is a minority party in those facilities, and cannot divest its interest in those

7 facilities or make operational decisions regarding them without the unanimous consent

8 of the other parties. DP&L has sought consent from those other parties to divest its

9 interest, but that request has been rejected. DP&L has committed to continue pursuing

10 options to discharge its OVEC obligations, Stipulation VI.1.a.iii.

11 Under the Reconciliation Rider, DP&L will sell its share of the output from the two

12 OVEC plants into the PJM wholesale marketplace, and will net the proceeds against

13 DP&L's share of the associated costs. Customers will be credited or charged with the

14 difference between those two amounts on a bypassable basis.

15 The Reconciliation Rider is reasonable and benefits customers for two reasons. First,

16 the Reconciliation Rider will act as a hedge, and will protect customers from spikes in

17 market prices. That Rider will thus promote rate stability. Second, the OVEC units

18 have been used for years in order to provide service to customers, and it is reasonable

19 that they pay any associated net costs. Third, without OVEC recovery through the

20 Reconciliation Rider, DP&L's financial integrity issues would be further exacerbated.
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1 Q. Can you describe the benefits of the Competitive Market Enhancements in the

2 Amended Stipulation?

3 A. Yes. The Competitive Market Enhancements established in Amended Stipulation,

4 ¶ IX are designed to promote the competitive market in Ohio and will allow

5 competitive generation suppliers to better serve their customers.

6 First, as the Commission knows, DP&L allows competitive generation suppliers to

7 include their generation charges in the bills that DP&L issues to its customers, and

8 many suppliers take advantage of that service because it simplifies billing for their

9 customers. In Amended Stipulation, ¶ IX.1., DP&L agreed to allow competitive

10 generation suppliers to include non-commodity products and services on DP&L's bill,

11 after a Commission rule review process. Those non-commodity products and services

12 could include, for example, smart thermostats or energy consulting services,

13 depending on the results of the Commission's rulemaking. The ability of competitive

14 generation providers to supply those additional services will promote additional

15 competition for products and services in DP&L's service territory and simplify the

16 billing for participating customers, since they will still be able to receive a single bill.

17 The rule review process will also ensure adequate PUCO oversight of these

18 competitive products and uniform rules for all electric distribution utility service

19 territories.

20 Second, in Amended Stipulation, ¶ IX.2., DP&L agreed to work with the competitive

21 generation suppliers to establish a pilot supplier consolidated billing program. Under
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that program, customers will still receive only one bill, but the bill will be issued by

the competitive generation supplier instead of by DP&L. That program will promote

competition by allowing competitive suppliers to have a more direct relationship with

their customers and provide innovative billing programs and products.

Third, a new pilot program is established in Amended Stipulation, ¶ VIA .c. which

allows certain customers to opt-out of DP&L's Transmission Cost Recovery Rider-N,

and instead purchase certain transmission services directly from PJM.

8 Q. Can you describe the benefits provided for low income customers?

9 A. DP&L will contribute $765,000 per year in shareholder funds for the DMR term to

10 support low-income residential customers through bill payment assistance and

11 economic development programs, as described in Amended Stipulation ¶ X.2.i. and ¶

12 X.3. Additionally, as described in ¶ X.6., the Amended Stipulation will provide

13 $200,000 per year to fund programs that assist DP&L's low-income, elderly, and

14 disabled customers.

15 Q. Are there other commitments that will benefit customers in the region?

16 A. Yes. As described in Amended Stipulation ¶ X.2. the Amended Stipulation provides

17 important benefits to Dayton, the largest municipality in DP&L's service territory. For

18 example, if the Commission approves the Amended Stipulation without material

19 modification, then DP&L will provide $50,000 annually for residential energy

20 education and reduction programs (Amended Stipulation ¶ X.2.b.); $100,000 annually

21 to support the PACE program in partnership with the Montgomery County Port
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1 Authority for projects in the City of Dayton (Amended Stipulation ¶ X.2.c.); and

2 $50,000 annually to a revolving loan fund to support energy upgrades for small and

3 micro businesses in the City (Amended Stipulation ¶ X.2.c.). Additionally, DP&L

4 will work with the University of Dayton's Hanley Sustainability Institute to assist the

5 University in extending its sustainability efforts campus-wide and into the community

6 (Amended Stipulation ¶ X.2.a.). The partnership is anticipated to assist students to

7 meet the growing demand for sustainability skills in the workplace and adding energy-

8 saving improvements to campus operations.

9 If the Amended Stipulation is adopted, DP&L has committed to maintain its

10 headquarters in the City, and has agreed to provide special hiring outreach for City

11 residents in the Amended Stipulation (Amended Stipulation ¶ X.2.f.). Maintaining

12 DP&L's headquarters in Dayton will not only keep high paying jobs with benefits to

13 workers in the community, but also, it will support the regional and state economies

14 with substantial vendor purchases, and benefit local governments and school systems

15 through property tax payments. Further, there will be multiplier effects because those

16 employees spend money in the community and there are local businesses that support

17 DP&L's headquarters.

18 Q. Does the Amended Stipulation represent a compromise from DP&L's filed

19 application that benefits the public interest?



Testimony of Sharon R. Schroder
in Support of the Amended Stipulation and Recommendation

Page 18 of 23

1 A. Yes. Various interests were addressed as part of the negotiations. In addition to the

2 many commitments described above, other DP&L compromises in this Amended

3 Stipulation include:

4 1. DP&L's as-filed Application supported the recovery of a $145 million DMR
5 for DP&L for a seven-year term. DP&L agreed instead to collect a $105
6 million DMR for a shorter term. Amended Stipulation, ¶ II.2.a.

7
8

2. DP&L agreed to a six year ESP term, although the DMR will extend for at
most five years. Amended Stipulation, ¶ 1.1 & ¶ II.2.a.

9 3. DP&L's as-filed case sought a seven-year DMR, and DP&L agreed in the
10 Stipulation to a DMR term of three years, with the potential of a two-year
1 1 extension. Amended Stipulation, ¶ II.2.a. Limiting the DMR to three years,
12 with the potential of a two-year adder, lowers the amount of the charge paid by
13 customers and protects customers in the event that DP&L's financial position
14 improves during the ESP term and the financial need for the DMR is
15 diminished or eliminated.

16 4. DP&L agreed to file a comprehensive plan to implement grid modernization
17 (Amended Stipulation, ¶ 11.3.), even though it has no obligation to do so. Grid
18 modernization will provide substantial customer benefits and is consistent with
19 the Commission's goals.

20 5. DP&L agreed to withdraw its request for a Clean Energy Rider. Amended
21 Stipulation, ¶ VIII.2.

22 Q. What commitments, if any, has DP&L's owner made to the Amended

23 Stipulation?

24 A. DP&L and DPL Inc. are owned by AES Corporation, and it has made three substantial

25 financial commitments in the Amended Stipulation.

26 First, AES has agreed not to receive any dividends during the six-year ESP Term.

27 Investors typically expect utility holding companies to pay out a substantial portion of

28 their income in the form of dividends, and it is very unusual for a utility holding
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1 company not to pay dividends to its parent. The agreement in Amended Stipulation

2 ¶ II.1.a. states that DPL Inc. will not pay dividends during the ESP Term and this

3 represents a substantial commitment by AES.

4 Second, the AES Corporation files a consolidated tax return on behalf of all of its

5 subsidiaries. AES has agreed not to collect tax-sharing payments from DPL Inc. that

6 have accrued since 2012, and AES has also agreed not to collect any additional

7 required tax payments that accrue during the DMR term. Amended Stipulation,

8 ¶ II. 1 .b. AES has further agreed to convert those liabilities into equity, which will

9 improve DPL Inc.'s debt/capitalization ratio.

10 Third, DP&L (or the affiliate to whom the generation assets are transferred) has

11 committed to commence a sale process to sell to a third party its ownership interests in

12 three of its coal-fired generation assets, and to use the proceeds to further pay off debt

13 at DPL Inc. and DP&L. Amended Stipulation, ¶ II.1. d. & e.

14 C. The Amended Stipulation Does Not Violate any Important
15 Regulatory Principle 

16 Q. With respect to the third criterion or principle, does the Amended Stipulation

17 violate any important regulatory principle or practice?

18 A. No. The Amended Stipulation does not violate any important regulatory principle or

19 practice. In fact, it will allow DP&L to accomplish the most important aspect of

20 utility service — providing safe and reliable service — at the lowest prices in Ohio.
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1 Q. Can you describe the rate impacts that the Amended Stipulation will have on

2 DP&L's customers, as compared to DP&L's current rates?

3 A. Yes. DP&L's typical rate impact analysis is attached as Exhibit A. That analysis

4 shows that a typical residential customer in the DP&L service territory, using 1,000

5 kWh on the Company's standard service offer, can expect a monthly bill decrease of

6 $0.25.

7 The analysis also shows that as a result of the rate design phase-in of the Standard

8 Offer Rate ("SOW) and DMR over the tem). of the ESP, many of the smaller

9 secondary customers will see decreases to their bill. The intent of this phase-in for the

10 secondary class is to mitigate bill impacts due to the transition from the current rate

1 1 design structure to an all kWh rate design structure for the SOR and DMR. To the

12 extent Exhibit A shows increases for the larger secondary customers, it is due largely

13 to the incremental SSO cost. However, a secondary customer taking generation

14 service from a CRES provider will not experience those impacts of the SSO. As of

15 December 2016, approximately 65% of secondary customers took service from a

16 CRES provider.

17 Finally, the analysis shows that overall, the primary customer class and above will

18 experience a rate decrease as a result of the Amended Stipulation.

19 Q. How do the rates that DP&L will charge under the Amended Stipulation

20 compare to the rates that are charged by other Ohio utilities.
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1 A. Historically, DP&L has had among the lowest residential rates of electric distribution

2 utilities in the state. If and when this Amended Stipulation is approved, DP&L's rates

3 will be the lowest in the state, as reflected in Exhibit B.

4 Q. Does the Amended Stipulation advance any state policies?

5 A. Yes. The Amended Stipulation advances a number of the state policies, as described

6 in Ohio Revised Code 4928.02, including but not limited to:

7
8

(A) Ensure the availability to consumers of adequate, reliable, safe, efficient,
nondiscriminatory, and reasonably priced retail electric service;

9 (B) Ensure the availability of unbundled and comparable retail electric service
10 that provides consumers with the supplier, price, terms, conditions, and quality
11 options they elect to meet their respective needs;

12 (C) Ensure diversity of electricity supplies and suppliers, by giving consumers
13 effective choices over the selection of those supplies and suppliers and by
14 encouraging the development of distributed and small generation facilities;

15 (D) Encourage innovation and market access for cost-effective supply- and
16 demand-side retail electric service including, but not limited to, demand-side
17 management, time-differentiated pricing, waste energy recovery systems,
18 smart grid programs, and implementation of advanced metering infrastructure;

19 (E) Encourage cost-effective and efficient access to information regarding the
20 operation of the transmission and distribution systems of electric utilities in
21 order to promote both effective customer choice of retail electric service and
22 the development of performance standards and targets for service quality for
23 all consumers, including annual achievement reports written in plain language;

24 (H) Ensure effective competition in the provision of retail electric service by
25 avoiding anticompetitive subsidies flowing from a noncompetitive retail
26 electric service to a competitive retail electric service or to a product or service
27 other than retail electric service, and vice versa, including by prohibiting the
28 recovery of any generation-related costs through distribution or transmission
29 rates;

30 (J) Provide coherent, transparent means of giving appropriate incentives to
31 technologies that can adapt successfully to potential environmental mandates;
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1 (L) Protect at-risk populations, including, but not limited to, when considering
2 the implementation of any new advanced energy or renewable energy resource;

3 (M) Encourage the education of small business owners in this state regarding
4 the use of, and encourage the use of, energy efficiency programs and
5 alternative energy resources in their businesses; and

6 (N) Facilitate the state's effectiveness in the global economy.

7 For example, the Amended Stipulation ensures the availability to consumers of

8 adequate, reliable, safe, efficient, nondiscriminatory, and reasonably priced retail

9 electric service by allowing DP&L to maintain its financial integrity through the

10 DMR. It also encourages innovation and market access for cost-effective supply- and

11 demand-side retail electric service through the SGR, which would allow DP&L to

12 implement system improvements to position DP&L to implement grid modernization

13 and actually make grid modernization investments.

14 The Amended Stipulation further encourages effective competition by providing for a

15 continued competitive-bidding process, and by not supporting generation service. It

16 also protects at-risk populations by committing over three quarters of a million dollars

17 per year in shareholder dollars to benefit consumers at or below 200% of the federal

18 poverty line or customers at risk of losing electric service. Finally, the Amended

19 Stipulation advances the state's competitiveness in the global economy by offering

20 economic incentives to large local employers through the Economic Development

21 Rider, while at the same time providing the lowest rates in Ohio.

22 Q. Will any of the riders in the Amended Stipulation be used to support generation

23 service?
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1 A. No riders or terms in the Amended Stipulation will support generation service. As

2 mentioned above, DP&L has agreed to commence a process to sell to a third party

3 three of its coal-fired generation assets (868 MW total), and use all of the proceeds

4 from that sale to pay off debt.

5 IV. CONCLUSION

6 Q. Does this conclude your testimony in support of the Amended Stipulation?

7 A. Yes, it does.
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