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EXHIBIT A



BEFORE THE

PUBLIC UTILITIES COMMISSION OF OHIO

THE DAYTON POWER AND LIGHT COMPANY

CASE NO. 16-395-EL-SSO
CASE NO. 16-396-EL-ATA
CASE NO. 16-397-EL-AAM

SUPPLEMENTAL DIRECT TESTIMONY
OF CRAIG L. JACKSON

PUBLIC VERSION

❑ MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION
❑ OPERATING INCOME
❑ RATE BASE
❑ ALLOCATIONS
❑ RATE OF RETURN
❑ RATES AND TARIFFS
■ OTHER



Supplemental Testimony of Craig L. Jackson
Page 1 of 4

1 I. INTRODUCTION

2 Q. Please state your name, employer and business address.

3 A. My name is Craig L. Jackson. I am employed by AES US Services, LLC, which is the

4 service company that serves The Dayton Power and Light Company ("DP&L" or the

5 "Company"). My business address is One Monument Circle, Indianapolis, IN 46204.

6 Q. What is the purpose of this testimony?

7 A. This testimony ("Supplemental Testimony") supplements my direct testimony that was

8 filed on February 22, 2016 ("Initial Testimony"). As part of the Initial Testimony, I

9 support the Company's pro forma financial projections for the period of the Electric

10 Security Plan filing (January 2017 through December 2026) and sponsor Exhibits CLJ-1 

1 1 through CLJ-7. This Supplemental Testimony provides an update to 2026 on CLJ-1

12 through CLJ-4.

13 Q. Why are you updating Exhibits CLJ-1, CLJ-2 and CLJ-3?

14 A. Exhibit CLJ-1 is the Projected Statements of Income for DPL Inc. for the years ending

15 December 31, 2017 through 2026. The exhibit has been updated to correct for an

16 approximate. million understatement of Purchased Power in 2026. This change causes

17 a change in the gross margin, operating income and net income. The net impact of this

18 change in 2026 is a decrease in Net Income of approximately II million. This change

19 also has an impact on 2026 in Exhibits CLJ-2 and CLJ-3 which are the Projected Balance

20 Sheet and Projected Statement of Cash Flows for DPL Inc. for the years ending

21 December 31, 2017 through 2026, respectively.

22 Q. Can you identify which line items have been updated?



Supplemental Testimony of Craig L. Jackson
Page 2 of 4

1 A. Yes. On Revised Exhibit CLJ-1, Purchased Power, shown on line 11, has been increased

2 from million to 11111 million in 2026. This change also has an impact on the

3 following:

4 • Line 12, Total Fuel and Purchased Power

5 • Line 14, Gross Margin

6 • Line 22, Operating Income

7 • Line 27, Earnings Before Income Tax

8 • Line 29, Income Tax

9 • Line 31, Net Operating Income

10 • Line 35, Available for Common

11 On Revised Exhibit CLJ-2, the change has an impact on the following:

12 • Line 2, Total Current Assets

13 • Line 11, Total Assets

14 • Line 15, Current and Non-Current Liabilities

15 • Line 18, Common Shareholder's Equity

16 • Line 21, Total Capitalization

17 • Line 23, Total Liabilities and Shareholder's Equity

18 On Revised Exhibit CLJ-3, the change has an impact on the following:

19 • Line 2, Net cash provided by operating activities

20 • Line 9, Net Change

21 • Line 11, Cash and cash equivalents at the end of the period

22 Q. Why are you updating Exhibit CLJ-4?



Supplemental Testimony of Craig L. Jackson
Page 3 of 4

1 A. Exhibit CLJ-4 is the Projected Statements of Income for The Dayton Power and Light

2 Company ("Income Statement") for the years ending December 31, 2017 through 2026.

3 The exhibit has been updated to correct an approximately million overstatement of

4 Utility Revenues in 2026 and a corresponding and offsetting. million overstatement of

5 Cost of Revenues, also in the year 2026. The updated Income Statement is on Revised

6 Exhibit CLJ-4.

7 Q. Can you identify which line items have been updated?

8 A. Yes. On Revised Exhibit CLJ-4, Utility Revenues, shown on line 2, has been reduced

9 from million to million in 2026. Additionally, Cost of Revenues, shown on

10 line 6, has been reduced from million to million in 2026. The reductions in

1 1 revenues and expense are offsetting, resulting in no change to the gross margin, operating

12 income or net income as previously shown on Exhibit CLJ-4 (Lines 6, 11 and 23).

13 Q. Are there any additional changes beside those described above?

14 A. Yes, a formula correction was made to Revised Exhibit CLJ-3 in line 10 for 2026 to use

15 correctly the ending cash and cash equivalents as of December 31, 2025 for the balance

16 as the beginning of period in 2026. The balance at the beginning of the period in 2026

17 increased approximately." million to million from million. Ending cash in

18 line 11 increased approximately.' million as a result of the approximately million

19 increase in beginning cash and the approximately million decrease in Purchased

20 Power which flows through line 2, Net cash provided by operating activities.

21 Q. Are there any other years that you sponsor impacted by the correction?

22 A. No. The corrections are isolated to 2026 and to Exhibits CLJ-1 through CLJ-4.



Supplemental Testimony of Craig L. Jackson
Page 4 of 4

1 Q. Does the correction to Exhibits CLJ-1 through CLJ-4 change the justification for

2 the Reliable Electricity Rider ("RER") or the conclusions reached in your initial

3 testimony filed on February 22, 2016?

4 A. No. The corrections have no impact to the RER or the conclusions.

5 Q. Does this conclude your direct testimony?

6 A. Yes, it does.

7

8

9 1046330,1
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1 I. INTRODUCTION

2 Q. Please state your name and business address.

3 A. My name is R. Jeffrey Malinak. I am currently a Managing Principal in the Washington,

4 D.C. office of Analysis Group, Inc., a national economic and financial consulting

5 services firm. My business address is 800 17th Street NW, Washington, DC 20006.

6 Q. What is the purpose of this testimony?

7 A. This testimony ("Supplemental Testimony") supplements my direct testimony filed on

8 February 22, 2016 ("Initial Testimony"). As part of that initial testimony, I analyzed the

9 financial condition and integrity of DPL Inc. (also "Company"), the parent company of

10 The Dayton Power and Light Company ("DP&L" before the planned separation from

1 1 DP&L's generation assets and "DP&L-TD" after such separation), assuming the

12 proposed Reliable Electricity Rider ("RER") is not approved by the Commission. The

13 purpose of this Supplemental Testimony is twofold:

14 1) I provide an additional version of the MRO (No RER) scenario in my Initial

15 Testimony using different assumptions about the debt reduction patterns of DPL Inc.

16 and DP&L/DP&L-TD, and the equity contributions from DPL Inc. to DP&L/DP&L-

17 TD; and

18 2) I make several corrections to certain of the calculations and charts contained in my

19 Initial Testimony.
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1 Q. Why is the additional scenario necessary?

2 A. In my Initial Testimony, I assumed that DPL Inc. would be able to issue IM million of

3 new long-term debt in 2018 and refinance million of long-term debt in 2019 at

4 reasonable rates, even without the RER (i.e., under an MRO). In addition, I assumed in

5 that scenario ("Initial MRO Scenario") that DPL Inc. would be able to make voluntary

6 long-term debt prepayments that I also assumed it would make under an ESP with the

7 RER. These assumptions — that DPL Inc. would be able to issue long-term debt at

8 reasonable rates in 2018 and 2019 without the RER while voluntarily paying down its

9 long-term debt — are problematic given the cash-flow constraints and lower credit ratings

10 that DPL Inc. would face under an MRO scenario. This Supplemental Testimony presents

1 1 alternative financial projections that illustrate the economic consequences if DPL Inc. is

12 unable to obtain new long-term financing in 2018 and 2019 at reasonable rates as

13 assumed in my Initial Testimony. I refer to these alternative projections as the

14 "Alternative MRO Scenario."

15 Q. Could you summarize the consequences of your Alternative MRO Scenario for DPL

16 Inc.?

17 A. Yes. DPL Inc.'s general financial condition and integrity would be roughly the same as

18 under my Initial MRO Scenario, assuming however that DPL Inc. would be able to

19 increase the limit on its short-term revolving credit facility ("RCF") by approximately

20 111. million (to million). That increase in the RCF limit would be necessary because

21 DPL Inc. would need to borrow in excess of the existing million limit in 2019 and

22 2021. While it cannot be assured that DPL Inc. would have access to this additional

23 amount of revolver in either 2018 or 2019 (given the cash flow constraints and covenant
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1 issues discussed in my Initial Testimony), it is more realistic than assuming that DPL Inc.

2 would be able to raise an additional III million and million in long-term debt in

3 2018 and 2019, respectively, at reasonable rates when cash-flow constrained and with a

4 lower credit rating.

5 Q. Could you summarize the consequences of your Alternative MRO Scenario for

6 DP&L/DP&L-TD as compared to the Initial MRO Scenario?

7 A.

8

9

10

11

12

13

14

15

16

17 Q. What is the significance of this Alternative MRO Scenario?

18 A. It is a scenario that, in certain respects, is more realistic than the scenario in my initial

19 testimony. While the Alternative MRO Scenario shows roughly the same financial

Finding and Order, Sept. 17, 2014, at 18 (Case No. 13-2420-EL-UNC).
2 As discussed below, I revise the size of this equity contribution million in this testimony.
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1 condition and integrity for DPL Inc. as under my Initial MRO Scenario, it shows a

2 relatively greater financial need for the RER for DP&L-TD.

3 Q. Please identify the Exhibits attached to your Supplemental Testimony.

4 A. The attached Exhibits (listed below) include a designation of "R" for the Exhibits from

5 my Initial Testimony that contain certain corrections, and a designation of

6 "Supplemental" for new exhibits that relate to this Supplemental Testimony.

7 Supplemental Exhibits RJM-15 to RJM-19 relate to my Alternative MRO Scenario while

8 Supplemental Exhibits RJM-20 and RJM-21 provide additional detail regarding debt and

9 equity activity under my Initial MRO and ESP Scenarios.

10 • Exhibit RJM-1R;

1 1 • Exhibit RJM-2R;

12 • Exhibit RJM-3R;

13 • Exhibit RJM-4R;

14 • Exhibit RJM-5;

15 • Exhibit RJM-6R;

16 • Exhibit RJM-7R;

17 • Exhibit RJM-8;

18 • Exhibit RJM-9;
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1 • Exhibit RJM-10;

2 • Exhibit RJM-11R;

3 • Exhibit RJM-12R;

4 • Exhibit RJM-13;

5 • Exhibit RJM-14;

6 • Supplemental Exhibit RJM-15 (analogous to Exhibit RJM-1R);

7 • Supplemental Exhibit RJM-16 (analogous to Exhibit RJM-2R);

8 • Supplemental Exhibit RJM-17 (analogous to Exhibit RJM-6R);

9 • Supplemental Exhibit RJM-18 (analogous to Exhibit RJM-11R);

10 • Supplemental Exhibit RJM-19 summarizes the debt and equity activity for DPL

1 1 Inc. and DP&L-TD for the Alternative MRO Scenario;

12 • Supplemental Exhibit RJM-20 summarizes the debt and equity activity for DPL

13 Inc. and DP&L-TD for the Initial MRO Scenario (as revised); and

14 • Supplemental Exhibit RJM-21 summarizes the debt and equity activity for DPL

15 Inc. and DP&L-TD for the ESP Scenario (as revised), which includes the RER.

16 This testimony also includes the following figures, several of which include a designation

17 of "R" for Exhibits from my Initial Testimony that include certain corrections.



1

2

3

4

• Figure 11R;

• Figure 15R;

• Figure 16R;

• Figure 18R;
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5 • Supplemental Figure 19 shows the amount of long-term debt outstanding for the

6 Alternative MRO Scenario (analogous to Figure 15); and

7 • Supplemental Figure 20 shows the debt service and funds available for the

8 Alternative MRO Scenario (analogous to Figure 16).

9 All other figures and exhibits from my Initial Testimony remain unchanged.

10 II. DISCUSSION OF ALTERNATIVE MRO SCENARIO

11 Q. Please describe the specific differences between the Alternative MRO Scenario and

12 the Initial MRO Scenario.

13 A. Both MRO scenarios assume the RER is not approved. The following table summarizes

14 the assumptions in each scenario about DPL Inc., long-term debt issuance and retirement

15 (see also, Supplemental Exhibits RJM-19 through RJM-21).

($ Millions)

Prepayment in 2017
Prepayment in 2018
Prepayment in 2019
Prepayment in 2020
Prepayment in 2021
Prepayment in 2022

Initial MRO
Scenario
as revised

Alternative MRO
Scenario
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Prepayment in 2023
Prepayment in 2024
Prepayment in 2025
Prepayment in 2026
Retirement in 2017
Retirement in 2018
Retirement in 2019
Retirement in 2020
Retirement in 2021
Retirement in 2023
Issuance in 2018
Issuance in 2019
Issuance in 2021

1 Additionally, the changes to the debt activity of DPL Inc. affect its equity contribution to

2 DP&L-TD as follows:

($ Millions)

Equity Contribution in 2022
Equity Contribution in 2023 

Initial MRO
Scenario

Alternative MRO
Scenario

3 As a result of the deferral of the equity contribution, prepayment of DP&L-TD long-term

4 debt changes as follows:

($ Millions) Initial MRO
Scenario

Alternative MRO
Scenario

Prepayment in 2022
Prepayment in 2023
Prepayment in 2024
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1 Q. Do the alternative debt assumptions in the Alternative MRO Scenario affect other

2 aspects of the projected financial statements?

3 A. Yes. For example, projected interest expense and cash balances differ when the projected

4 level of debt changes. Supplemental Exhibit RJM-17 provides the income statement,

5 balance sheet and statement of cash flows that result from the debt assumptions in the

6 Alternative MRO Scenario.

7 Q.

8

9 A.

10

1 1

12

13

14

15

16

17

18

19

20

21

Without $275 million in long-term debt issuances in 2018 and 2019, how would DPL

Inc. be able to meet its financial obli. ations?
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1 Q. Why do you believe that it may be more realistic to assume that DPL Inc. would opt

2 to finance its obligations in 2017-2019 through its RCF rather than through new

3 long-term debt issuances?

4 A.

5

6

7

8

9

10

11

12

13

14

15

16

17

3 Amended Separation Plan, May 23, 2014, at 4.
Fitch, "DPL Inc. and Dayton Power & Light Company," October 7, 2014, at 4.
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1 Q. How do the alternative debt assumptions affect the ability of DPL Inc. to service its

2 debt?

3 A. Supplemental Figure 19 shows the DPL Inc. level of consolidated long-term debt each

4 year. Compared to the levels shown for the Initial MRO Scenario in Figure 15 of my

5 Initial Testimony, the level of long-term debt is lower beginning in 2019.

6 In addition, the long-term debt at DP&L-TD does not drop significantly until 2023 under

7 the Alternative MRO Scenario, as compared to 2022 under the assumptions in my Initial

8 Testimony.
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SUPPLEMENTAL FIGURE 19

DPL INC. LONG-TERM DEBT
ALTERNATIVE MRO SCENARIO

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

® Issued by DP&L-TD RI Issued by DPL Inc.

Notes & Sources:

Data from internal Company projections.
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Supplemental Figure 20 compares debt service to the Company's funds available to

service debt.

SUPPLEMENTAL FIGURE 20

DPL INC. DEBT SERVICE

ALTERNATIVE MRO SCENARIO

Millions

$600 -

$500 -
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$300

$200

$100

$0
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Debt Service E Issued by DP&L-TD El Issued by DPL Inc. El DP&L-TD Debt Required by PUCO to be Retired

Funds Available D P&L -TD r Other Coal-Fired Generation Assets

Notes & Sources:

From Supplemental Exhibit RJM-18.
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1 Q. Would there also be consequences of your Alternative MRO Scenario for

2 DP&L/DP&L-TD as compared to your Initial MRO Scenario?

3 A.

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22
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1 Q. How do the alternative debt assumptions in the Alternative MRO Scenario affect

2 your conclusions about the financial integrity of DPL Inc.?

3 A. The indicated credit ratings for DPL Inc. are very similar. As shown on Supplemental

4 Exhibit RJM-15, the indicated unregulated credit ratings improve slightly in four years:

5

6

7

8

9

10

11

12

13

MI

14 III, CORRECTIONS TO INITIAL TESTIMONY

15 Q. Could you summarize the corrections you have made to your Initial Testimony?

16 A. Yes, I made certain corrections to:

17 • The calculation of 'Change in Working Capital' on Exhibits RJM-2 and RJM-4;

18 • The calculation of 'Total Capitalization' on Exhibits RJM-2 and RJM-4;

19 • The calculation of the 'Revolver Available as of Beginning of Year' for DPL Inc.

20 HoldCo on Exhibit RJM-11;
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• The calculation of Distribution Revenues, SSO Revenues, DP&L-TD O&M

2 expense, and DP&L-TD General Taxes in 2026;

3

4

• Assumptions about the retirement of DPL Inc.'s Term Loan facility and the size

of its equity contribution to DP&L-TD in 2022;

5 • Figure 11; and

6 • Figure 18.

7 Q. Do any of these corrections require you to change the opinions expressed in your

8 Initial Testimony?

9 A. No.

10 Q. What change did you make to the calculation of 'Change in Working Capital'?

1 1 A. I corrected the spreadsheet references used for the 'Change in Working Capital' in

12 Exhibits RJM-2 and RJM-4. This change had a minor impact on the "Change in Working

13 Capital" lines in those two exhibits.

14 Q. What change did you make to the calculation of Total Capitalization?

15 A. I changed the calculation of Total Capitalization to include Deferred Taxes in order to

16 align the calculation more closely with Moody's methodology. This change increased

17 Total Capitalization and decreased the Debt/Capital used to assign indicated credit ratings

18 on Exhibits RJM-1 and RJM-3.
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1 Q. What change did you make to the calculation of DPL Inc. HoldCo 'Revolver

2 Available as of Beginning of Year' and how did that affect your results?

3 A. I corrected the calculation of the 'Revolver Available as of Beginning of Year' for DPL

4 Inc. HoldCo to exclude references to the DP&L-TD RCF. As shown in Exhibit-RJM11R,

5 this change increases the available balance to million for 2021 (from

6 million) and to million in 2022 (from million) under the Initial MRO

7 Scenario. This change does not affect the ESP Scenario (Exhibit RJM-12).

8 Q. How did you change the calculation of Distribution and SSO Revenues in 2026?

9 A. I changed Distribution and SSO Revenues in 2026 to match Exhibit CLJ-4. Distribution

10 Revenue in 2026 is equal to the 2025 value, and SSO Revenue in 2026 is equal to the

11 2025 value plus the change in Retail Revenue from Exhibit CLJ-1. These changes result

12 in Gross Margin for DP&L-TD of approximately million, the same as 2024 and

13 2025.

14 Q. What change did you make to the DP&L-TD O&M expense in 2026?

15 A. I changed the assumed inflation rate for Direct O&M to rather than to

16 be consistent with Exhibit CLJ-4. This change reduces expenses (and increases operating

17 income) for DP&L-TD by1111 million in both the ESP and Initial MRO Scenarios.

18 Q. What change did you make to DP&L-TD General Taxes in 2026?

19 A. I changed DP&L-TD General Taxes in 2026 to be consistent with Exhibit CLJ-4.
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1 Q. What changes did you make to the debt retirement and equity contribution

2 assumptions in the Initial MRO and ESP Scenarios?

3 A.

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20



Supplemental Testimony of R. Jeffrey Malinak
Page 17 of 21

1 Q. How did the changes you made affect your assessment of DPL Inc.'s financial

2 condition and integrity?

3 A. These changes had minor effects on the projected financial statements (Exhibits RJM-6R

4 and RJM-7R), ratios (Exhibits RJM-1R and RJM-3R), and debt service analysis (Exhibits

5 RJM-11R and RJM-12R). The indicated credit ratings for DPL Inc. are based on the

6 financial ratios and also changed slightly, as summarized below. These changes were not

7 material, and in fact widen the gap between the MRO and ESP scenarios, so do not affect

8 my opinions about DPL Inc.'s financial condition or integrity.

9

Initial MRO (Unregulated)

2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

As filed Corrected Notch
ESP (Regulated)

As filed Corrected Notch
RJM-1 RJM-1R Chan e RJM-3 RJM-3R Chan e

10 Q. What change did you make to Figure 11?

1 1 A. I updated Figure 11 to include 2026 and be consistent with Witness Meehan data.
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FIGURE 1IR

COAL-FIRED PLANTS - COAL PRICE PER TON

2017 2018 2019 2020

Notes & Sources:
Futures prices as ofJanuary 11,2016 fromCME.

2021 2022

1 Q. What changes did you make to Figures 15 and 16?

2023 2024 2025 2026

2 A. I updated Figures 15 and 16 simply to reflect the changes in the projected financial

3 statements noted above.
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FIGURE 15R

DPL INC. LONG-TERM DEBT

UNDER AN MRO

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

m Issued by DP&L-TD Issued by DPL Inc.

Notes & Sources:

Data from internal Company projections.
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FIGURE 16R

DPL INC. DEBT SERVICE

UNDER AN MRO

Millions

$600

$500

$400

$300 -

$200

$100

$0 -
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Debt Service n Issued by DP&L-TD im Issued by DPL Inc. ❑ DP&L-TD Debt Required by PUCO to be Retired

Funds Available —0— D P&L -TD Other —0—Coal-Fired Generation Assets

Notes & Sources:

From Exhibit RIM-I IR.

1 Q. What changes did you make to Figure 18?

2 A.

3

4

5
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6 Q.

7 A.

8 1046335.1

Millions

2017 2018 2019

Debt Service M Issued by DP&L-TD

Funds Available —0— DP&L -TD

FIGURE 18R

DPL INC. DEBT SERVICE

UNDER AN ESP WITH RER

2020 202 1 2022 2023 2024 2025 2026

Issued by DPL Inc. ❑ DP&L-TD Debt Required by PUCO to be Retired

' Other —0—Coal-Fired Generation Assets

Notes & Sources:

From Exhibit RJM-12R.

Does this conclude your supplemental direct testimony?

Yes, it does.
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