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CORPORATE SEPARATION PLAN 

I. INTRODUCTION 

This amended corporate separation plan is being filed in accordance with the requirements 

of the January 20, 2000 Entry of the Public Utilities Commission of Ohio, as clarified by the 

February 17, 2000 Third Entry on Rehearing ofthe Public Utilities Commission of Ohio, in Case 

No. 99-1141 -EL-ORD. The amended corporate separation plan contains the changes, and addresses 

the issues, required by the Entry, as clarified, and by the Commission's revised Rules on Corporate 

Separation. 

In accordance with Ohio Revised Code Section 4928.17, The Dayton Power and Light 

Company ("DP&L" or the "Company") is filing this corporate separation plan as part of its transition 

plan required by Section 4928.31(A)(2).' This corporate separation plan demonstrates that DP&L 

will separate its businesses of providing competitive retail electric services and products or services 

other than retail electric services from its business of providing noncompetitive retail electric 

services such that the former will be conducted by fully separated affiliates^ of DP&L as required 

by Section 4928.17. This corporate separation plan also demonstrates how DP&L and its fully 

' Unless the context otherwise requires, all references contained in this corporate separation plan to "Sections" 
and "corporate separation rules" refer to sections ofthe Ohio Revised Code, as amended, and the corporate 
separation rules promulgated by the Public Utilities Commission of Ohio in the Finding and Order of 
November 30, 1999 in Case No. 99-1141-EL-ORD and described in Chapter 4901: 1-20-16, Ohio 
Administrative Code, respectively. 

^ As used herein, "affiliates" means "companies that are related to each other due to common ownership or 
control" as specified in corporate separation rule (A)(3). Affiliates of DP&L include DPL Inc. and DPL Inc.'s 
other wholly- owned subsidiaries. 



c 
separated affiliates will operate in relation to each other in accordance with the provisions of Chapter 

4928. 

Section I of this corporate separation plan addresses, in general terms, DP&L's current 

structure, the purposes of DP&L's corporate separation plan, and the nahire ofthe implementation 

process. 

Section II of this corporate separation plan describes the plan provisions that will govern how 

DP&L and its affiliates will interact once corporate separation is achieved. Section HI of this 

corporate separation plan describes how DP&L will achieve corporate separation. Section IV of this 

corporate separation plan describes, rule by rule, how DP&L will comply with the Commission's 

rules for corporate separation. 

A. Current Organization 

DP&L is an integrated electric and gas public utility that sells electricity and natural gas to 

residential, commercial and govemmental customers in West Central Ohio.^ DP&L provides "retail 

electric service" to consumers as defined in Section 4928.01(A)(27). DP&L is an "electric utility" 

as defined in Section 4928.01(A)(11) that is engaged in the business of supplying both a 

noncompetitive retail electric service and what will be competitive retail electric services xmder 

Section 4928.03. Electricity for the Company' s service area is primarily generated by plants wholly-

ovraed or co-owned by DP&L. 

' As previously announced, DP&L has entered into an agreement with Indiana Energy, Inc, regarding the 
sale of DP&L's gas utility business. The statements made herein regarding DP&L's gas utility business should 
be read with this in mind. 
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As an integrated electric and gas utility, DP&L operates within the statutory and regulatory 

framework ofthe state of Ohio and applicable federal law, providing services to its retail customers 

within its certified territory pursuant to its obligation to serve. Utility services are provided to its 

retail customers based on tarriffed rates previously approved by the Public Utilities Commission of 

Ohio ("PUCO" or the "Commission"). 

All ofthe outstanding shares of common stock of DP&L are held by DPL Inc. DPL Inc. has 

a number of subsidiaries that provide a variety of services for DP&L, other affiliates of DPL Inc. and 

third parties. 

A current organization chart of DPL Inc. and its active subsidiaries, includmg a brief description 

of subsidiary activities, is attached as Exhibit 1. 

B. Deregulation Legislation 

The regulatory framework under which Ohio electric utilities currently operate is rapidly 

changing as evidenced by the recent enactment of Amended Substitute Senate Bill 3 on July 6,1999. 

Section 4928.03 provides that beginning on the starting date of competitive retail electric service, 

retail electric generation, aggregation, power marketing and power brokerage services supplied to 

customers within the certified territory of an electric utility are "competitive retail electric services." 

Chapter 4928 also gives the PUCO the power and authority to declare additional retail electric 

services as "competitive." Moreover, the legislation provides that beginning on the starting date of 

competitive retail electric service, no electric utility in Ohio shall engage, either directiy or through 

an affiliate, in the business of supplying (a) a noncompetitive retail electric service and (b) either a 

competitive retail electric service or a product or service other than retail electric service xmless the 
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electric utility implements and operates under a corporate separation plan approved by the 

Commission that meets the requirements described in Section 4928.17. 

C. Purpose of Corporate Separation Plan 

Consistent with the policy goals specified in Section 4928.02, the requirements of Section 

492 8.17 and the corporate separation rules adopted by the Commission, the corporate separation plan 

of DP&L as stated herein is intended to achieve the following purposes: 

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

(2) Help to effectuate the policy specified in Section 4928.02, specifically 
to help ensure effective competition in the provision of retail electric service 
by avoiding anticompetitive subsidies flowing from a noncompetitive retail 
electric service to a competitive retail electric service or to a product or 
service other than retail electric service, and vice versa. 

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

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

D. Process of Implementing the Corporate Separation Plan 

DP&L' s corporate separation plan reflects its current expectations and mtentions with respect 

to the transition to a competitive environment. However, this transition, by necessity, will be 

evolutionary in nature and will be ongoing throughout the year 2000 and beyond as the 



competitive marketplace in Ohio evolves and changes. DP&L already has begun to functionally 

separate its services and activities withm its existing corporate structure. DP&L has also begun to 

generally educate its employees as to the requirements for corporate separation. These efforts will 

continue until fiall separation as required by Section 4928.17 is achieved as provided herein, but not 

later than the starting date of competitive retail electric service. 

The business, legal, tax, regulatory, corporate and personnel issues to be addressed and 

resolved during this process will be complex, including the issues relevant to corporate separation. 

A number of factors, events and circumstances, many of which caimot reasonably be foreseen or 

predicted, will influence DP&L's planning. Some of diese will be beyond DP&L's ability to control 

or will be dependent on the actions of unrelated third parties (e.g., competitors, the co-owners of 

DP&L's jointly-owned generation and transmission facilities and the trustee under DP&L's 

indenture). Accordingly, DP&L and its affiliates will need a reasonable degree of flexibility to 

continue both to serve DP&L's utility customers and to become a successful competitor in the 

emerging competitive electric utility business. For this reason, the plan is structured in a way to 

ensure compliance with applicable statutory and regulatory law while affording DP&L a modicum 

of discretion in selecting the precise means for achieving and maintaming such compliance in light 

ofthe relevant circumstances and the state ofthe evolving marketplace. 

II. CORPORATE SEPARATION PLAN PROVISIONS 

A. Policy 



DP&L acknowledges the policy goals ofthe state of Ohio as described in Section 4928.02. 

Accordingly, consistent with Section 4928.17(A)(3) and the corporate separation rules, DP&L will 

not extend any undue preference or advantage to any of its affiliates that engage in the business of 

providing a competitive retail electric service or a nonelectric retail product or service without just 

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

Section 4928.02 and to satisfy the public mterest in preventing unfair competitive advantage and 

abuse of market power. 

As required by Section 4928.17 and the corporate separation rules, begirming on the starting 

date of competitive retail electric service, DP&L will not engage, either directiy or through an 

affiliate, in the business of supplying a noncompetitive retail electric service and either a competitive 

retail electric service or a product or service other than retail electric service, except pursuant to the 

provisions of this corporate separation plan as approved by the Commission. 

B. Fully Separated Affiliates 

DP&L will not directiy engage in the business of supplying a competitive retail electric 

service or a product or service other than retail electric service, and such products and services will 

be provided only through a fully separated affiliate of DP&L as required by Section 4928.17(A)(1). 

Each such affiliate of DP&L offering competitive retail electric services or products or 

services other than retail electric service will be a corporate entity separate from DP&L, and DP&L 

and such affiliates will operate independently of each other, all as provided herein. 

As a result, and after implementation of these plan provisions as explained in Section III 

(and subject to the provisions of Subsection IILA.3. regarding currently existing financing 
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arrangements), DP&L will own and operate only those assets and businesses necessary to provide 

the noncompetitive components of retail electric service (including transmission, distribution, 

metering, billing and collection service). 

To the extent deemed economically feasible and prudent, DP&L and its affiliates that provide 
a competitive retail electric service or a product or service other than retail electric service will 
endeavor to satisfy their own respective needs through their own respective employees, facilities, 
equipment and other assets and resources. Employees will be employed by one corporate entity (i. e., 
DP&L or an affiliate) and no employee will be employed by more than one entity, although an 
employee may in certain instances provide services for both his or her employer and an affiliate. As 
required by Section 4928.18(D)(2) and corporate separation rule (G)(1)(b), any common use or 
sharing of employee services, consultant services, independent contractor services, facilities, 
equipment, employee benefit plans and/or other services permitted by Section 4928.18(D)(2) shall 
not in any way violate the code of conduct adopted herein and shall be appropriately accounted for 
and the costs thereof allocated pursuant to the terms of this plan and as more specifically described 
in the cost allocation manual provided for imder Section II.F. DP&L will maintain a copy of any 
shared employee's job description in the cost allocation manual. 

While DP&L and certain of its affiliates may have certain officers and directors in common, 
such officers and directors will owe a fiduciary duty under general corporate law principles to each 
ofthe entities he or she is serving as well as an obligation to such entity to abide by the terms and 
conditions of this corporate separation plan, including without liim'tation, the code of conduct. 

C. Accounting Records 

As required by Section 4928.17(A)(1) and corporate separation rule (G)(2), DP&L and each 

of its affiliates will maintain, in accordance with generally accepted accounting principles and an 

applicable imiform system of accoimts, books, records and accounts that are separate from the books, 

records and accoimts of each other affiliate. 

D. Financial Arrangements 

To the extent requked by Section 4928.17(A)(3) and the applicable corporate separation 

rules, subject to the provisions of Subsection II.A.3. regarding currently existing financing 

arrangements, and except as may otherwise be approved by the Commission upon the request of 
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DP&L from time to time, financial arrangements of DP&L with respect to its affiliates engaged in 

the business of providing a competitive retail electric service or a product or service other than retail 

electric service will be subject to the following restrictions: 

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

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

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

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

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

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

E. Code of Conduct 

Pui-suant to Section 4928.17(A)(1), which requires the corporate separation plan to include 

the code of conduct ordered by the Conxmission pursuant to a rule adopted under Section 4928.06, 

and consistent with corporate separation rules (G)(4)(a) through (G)(4)0), DP&L adopts the 

following code of conduct to govern the relationship of DP&L with its affiliates engaged in the 

business of providing a competitive retail electric service or a product or service other than retail 

electric service: 

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

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

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

(4) DP&L shall treat as confidential all information obtained from a competitive supplier 
of a competitive retail electric service, both affiliated and non-affiliated, and shall not 
release such information unless a competitive supplier provides authorization to do so. 

(5) DP&L shall not tie (nor allow its affiliates to tie) or otherwise condition the provision 
of DP&L's services, discounts, rebates, fee waivers or any other waivers of DP&L's 
ordinary terms and conditions of service, including but not limited to tariff provisions, 
to the taking of any goods and/or services from DP&L's affiliates. 

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

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

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

(9) DP&L shall provide comparable access to products and services related to tariffed 
products and services. 

• • 



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

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

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

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

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

(f) Violations of this code of conduct shall be enforced and subject to the 
disciplinary actions described in Sections 4928.18(C) and (D). 

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

As part of meeting the requirements of paragraph (8) above, DP&L does not intend to engage 

in joint advertising or joint marketing of any kind with its affiliates supplying a competitive retail 

electric service or directiy promote or market any product or service offered by any such affiliate. 

This intent to avoid joint marketing and joint advertising includes the restriction that DP&L will 

not trade upon, promote, or advertise its affiliate relationship nor allow the name "The Dayton 

Power and Light Company" or the logo shown on Exhibit 3 to be used by an affiliate in any 

material circulated by the affiliate, unless it discloses in plain legible or audible language, on the 

first page or at the first point where DP&L's name or logo is mentioned, that: (i) the affiliate is not 

the same company as DP&L; (ii) the affiliate is not regulated by the Public Utilities Commission 

10 
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of Ohio; and (iii) the customer does not have to buy the affiliate's products in order to continue to 

receive quality, regulated service from DP&L. The application ofthe name/logo disclaimer is 

limited to the use ofthe name or logo in Ohio. 

F. Cost Allocation Manual 

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

DP&L and its affiliates providing any competitive retail electric service or any product or service 

other than retail electric service, DP&L will maintain a cost allocation manual as required by 

corporate separation rule (J). With respect to any asset, product or service provided or transferred 

by an affiliate to DP&L, or by DP&L to an affiliate, the affiliate providing or receiving the same 

shall submit to DP&L for inclusion in the cost allocation manual, and DP&L shall maintain in the 

cost allocation manual, information documenting the allocation of costs between the affiUate and 

DP&L. The cost allocation manual will include the methods to be used for allocating costs and 

transferring assets between DP&L and its affiliates, which costs will be based on "fully allocated 

costs" as required by corporate separation rule (J)(5) and will be traceable to the books of the 

applicable corporate entity providing such product or service or making such transfer. 

In addition to this information, the cost allocation manual will include the following: 

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

11 



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

(c) All documentation, including, without limitation, written agreements, accounting 
bulletins, procedures, work order manuals, or related documents, which govern how 
costs are to be allocated between or among affiliates. 

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

(e) A log of all complaints made to DP&L regarding corporate separation. 

(f) Minutes of each DP&L board of directors meeting. 

DP&L and its affihates will maintain all affiliate transaction information and the DP&L 

board of directors minutes in the cost allocation manual for not less than three years. As required 

by the corporate separation rules, the initial version of the cost allocation manual will be made 

available to the Commission's Staff for review. Upon approval of this corporate separation plan, 

DP&L will send to the Director ofthe Utilities Department ofthe Commission (or their designee) 

a summary every six months of any changes made in the cost allocation manual during such six 

month period. As required pursuant to corporate separation rule (J)(9), DP&L hereby designates the 

general counsel of DP&L or his designee to act as a contact person for the Commission's Staff when 

seeking data regarding affiliate transactions, personnel transfers and sharing of employees. DP&L 

may change this designation at any time, and DP&L will promptly notify the Commission of any 

change. 

G. Complaint Procedures 

12 



All complaints received by DP&L with respect to compliance with the corporate separation 

rules will be referred to the general counsel of DP&L or his designee. If and to the extent that the 

complaint provides basic infonnation sufficient to enable the officer to do so, the officer will 

acknowledge the complaint within five business days of its receipt and will thereafter prepare a 

written statement ofthe complaint, containing the name ofthe complainant and a detailed factual 

report ofthe complaint, including all relevant dates, companies involved, employees involved and 

the specific claim. Such officer will communicate the results of any preliminary investigation made 

by such officer or his or her designee to the complainant in writing m not less than 30 days after the 

complaint has been received, including a description of any course of action taken. Such officer will 

also keep a file to be placed in the cost allocation manual of any complaint statements for a period 

of not less than three years. This complaint procedure will not in any way limit the rights of a party 

to file a complaint with the Commission. 

H. Access to Books and Records 

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

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

I. Effective Date 

The above plan provisions will be effective beginning on the starting date of competitive 

retail electric service, or on a date prior thereto if and as determined by DP&L to be consistent with 

the corporate separation of DP&L's business units. 

13 



c III. IMPLEMENTATION OF CORPORATE SEPARATION PLAN 

A. Corporate Reorganization 

1. Transfer of Businesses and Assets to Separate Corporate Entities 

In order to comply vwth the provisions of Section II of this plan, DP&L will transfer or assign 
to fully separated affiliates its businesses of supplying competitive retail electric services or products 
or services other than retail electric services, including assets dedicated to those businesses, all as 
provided herein. All noncompetitive retail electric services will be retained in DP&L. 

Specifically, subject to the provisions of Subsection III.A.3. below, DP&L will transfer all 
of its current generating assets and its retail generation service business (along with its businesses 
of supplying aggregation, power marketing or power brokerage service to consumers) to one or more 
fully separated affiliates which will be wholly-owned subsidiaries of DPL Inc. Also, DP&L will 
transfer its gas utility business and assets to a fully separated affiliate, i.e., another wholly-owned 
subsidiary of DPL Inc. The other businesses engaged in supplying products or services other than 
retail electric service will be owned and operated by non-utility subsidiaries of DPL Inc. 

After the aforementioned transfers are accomplished, (a) DP&L itself will engage directly 
only in the business of supplying noncompetitive retail electric services and (b) any business 
supplying a competitive retail electric service or a product or service other than retail electric service 
will be owned and operated by a fully separated affiliate, which will be a wholly-owned subsidiary 
of DPL Inc. It is anticipated that DPL Inc.' s non-utility affiliates which provide facilities or services 
to DPL Inc. and its subsidiaries will continue to do so. 

Organization charts showing how DPL Inc. and its affihates will be organized based on present 
plarming are attached as Exhibits 2a and 2b. Exhibit 2a reflects DP&L's plans to functionally 
separate its gas utility business and its generating business during 2000. Exhibit 2b reflects the gas 
utility business and DP&L's existing generating assets, each being in subsidiaries of DPL Inc. 
separate and apart from DP&L as ofthe starting date of competitive retail electric service. (As an 
alternative, DP&L is studying the idea of choosing to transfer its transmission and distribution assets 
to a fully separated affiliate of DPL Inc., with the current generating assets remaining owned by 
DP&L.) Any refinements or changes to Exhibits 2a or 2b vwll be reflected in the organization chart 
included in the cost allocation manual. 

Generally speaking, DP&L employees who perform functions solely or primarily related to 
a business to be transferred to a fully separated affiliate will become employees of such affiliate 
when the transfer takes place and vwll cease to be DP&L employees. 

Along with the dedicated assets to be transferred, DP&L will also assign, and the transferee 
affiliate will assume, those contracts and obligations of DP&L to the extent that they relate to the 
transferred business (or assets). The transfer of assets and the assumption of contracts and 
obligations are subject to the matters discussed in Subsection III.A.3. below. 

2. Functional Separation 

14 



Functional separation of DP&L's generation business from DP&L's transmission business 
has been in progress for a number of years as a result of FERC Order No. 888, which requires 
separation ofthe generation portion of a public utility's business from its transmission business. 
Thus, DP&L currently has employees who perform functions solely related to DP&L's electric 
generation business. Likewise, because ofthe competitive environment that already exists in the gas 
utility industry, DP&L has previously taken steps to functionally separate its gas utility business 
from its electric business. 

Pending full legal separation, DP&L's efforts at functional separation are continuing with 
respect to (a) internally separating DP&L employees (/. e., assigning employees to specified business 
units or functions separated from other units or functions) based on whether they are performing 
primarily distribution, transmission, retail generation, wholesale generation, gas utility or conunon 
or corporate support functions and (b) internally charging costs of employees and other resources 
to the account and books ofthe appropriate business units. 

3. Indenture and Related Issues 

Substantially all ofthe assets of DP&L, including its electric generating assets, are subject 
to, and encumbered by, the first mortgage lien of the indenture pursuant to which DP&L's 
outstanding first mortgage bonds were issued. The controlling indenture was drafted in the 1930's 
and did not contemplate or include provisions readily enabling DP&L to redeploy its assets as 
required by, or desirable in connection with, the deregulation ofthe electric utility industry. As a 
result, a large number of complex indenture-related issues must be analyzed and resolved for DP&L 
to be able to transfer assets as required by the corporate separation rules. 

Tlie aggregate outstanding principal amount of the six series of first mortgage bonds 
currentiy issued under the DP&L indenture is $552,379,000. With the exception of one series of 
these outstanding first mortgage bonds in an aggregate principal amount of $11,000,000, which is 
presently callable at the option of DP&L without the payment of a premium, the remaining five 
series of these bonds in an aggregate principal amount of $541,379,000 are not presently callable 
at the option of DP&L. These bonds vnW become callable at specified dates beginiung in August, 
2002. After the various series of first mortgage bonds which are presently noncallable become 
callable, they may be redeemed at DP&L's option at a redemption price equal to the principal 
amount thereof plus accrued interest plus a redemption premium amount. Accordingly, even if 
DP&L wanted to refinance the indebtedness evidenced by its outstanding first mortgage bonds in 
order to obtain a release of DP&L's electric generating assets from the mortgage lien, such a 
refinancing is not possible since DP&L currentiy has the right to redeem only a minor portion 
($ 11 ,Q(iO,QQQ) ofthe bonds outstanding under the indenture and does not currently have the right to 
prepay or redeem the major portion of the bonds outstanding under die indenture. Even if tiie 
holders of DP&L's outstanding first mortgage bonds were willing to consent to the release ofthe 
generating assets from the lien ofthe indenture (which is unlikely in view ofthe security such 
holders would be sacrificing), DP&L anticipates that such holders would demand substantial 
additional compensation (in the form of increased interest rates or consent fees) to consent to a 
release, which compensation would substantially increase the Company's transition costs. Moreover, 
under the DP&L indenture, DP&L may not transfer a portion ofthe encumbered assets even if such 
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assets are to be transferred and remain subject to the mortgage lien. Additional consents may be 
necessary to accomplish a transfer of these assets from DP&L to an affiliate, including, without 
limitation, the consent ofthe holders of DP&L's outstanding preferred shares. 

In view of the foregoing, the transfer of electric generating and other assets required to 
comply with the corporate separation rules must be carefully accomplished to avoid any cost or other 
penalties that would place DP&L or its affiliates at a competitive disadvantage and to minimize 
DP&L's transition costs. 

Tlierefore, until DP&L is able, on a cost effective basis, to fully transfer legal ownership of 
its electric generating assets to the appropriate affiliate, DP&L will transfer "beneficial" ownership 
of such assets to the affiliate along with full operational confrol of such assets. DP&L intends to 
accomplish this step by transferring the generation assets by leases or other confractual arrangements 
that fully separate control ofthe assets from DP&L. Likewise, the ongoing obligations as well as 
existing liabilities (including all ofthe existing pollution control bonds, in the case ofthe electric 
generating assets, and a proportionate amount of the outstanding first mortgage indebtedness) 
relating to such assets will be appropriately assumed by the transferee affiliate. For example, the 
affiliate receiving the generation assets will be required to assume ongoing operation and 
maintenance expenses, taxes and other capital expenditure obligations relating to the generation 
assets. In addition, DP&L and its affiliates will determine an appropriate principal amount ofthe 
first mortgage bonds and other indebtedness of DP&L to be assumed by such affiliate. 

4. Timing 

This corporate reorgaruzation is targeted to be completed and in place no later than the 
starting date of competitive retail electric service, subject to receipt of necessary approvals. It is 
currently anticipated that the generating business and assets and the gas utility business and assets 
will be transferred to yet-to-be-formed wholly-owned subsidiaries of DPL Inc. as discussed in 
Subsection III. A. 1. above. The fransfer of these businesses involves a number of complex business, 
corporate, tax and regulatory issues. These issues and the precise means for accomplishing these 
transfers are being evaluated and have not yet been determined. Upon completion of such transfers 
and reorganization, appropriate changes will be made to the cost allocation manual to reflect the then 
existing corporate and business structure, 

B. Sharing of Employees, Facilities and Services 

As economically feasible and prudent, DP&L and its affiliates will provide or make 

independent arrangements for as many of their respective reqm'red services or facilities as 

practicable. As described in Subsections III.A. 1. and III.A.2. above, employees of DP&L are being 

functionally separated, and a number of current DP&L employees will become employees of fully 

separated affiliates (i.e., other subsidiaries of DPL Inc.) to which DP&L's competitive retail electric 
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service businesses and DP&L's gas utility business will be transferred. However, given DP&L's 

long history as an integrated gas and electric utility and its lean employee staffing, it may be 

necessary for employees of DP&L to provide certain services to affiliates, and in some instances, 

for employees of affiliates to provide services to DP&L. For example, DP&L's electric and gas 

utility businesses currently share telecommunication and internal communication services, certain 

information technology services, billing and collection services, meter reading services and service 

call center services. These services will be maintained within DP&L and provided to the affiliate 

to which DP&L's gas utility business will be fransferred. 

As the Commission is aware, FERC Order No. 888 has already required DP&L to functionally 

separate its transmission services from its generation services. At this time, it is not anticipated that, 

following the above-described transfer of DP&L's generating business to a fully separated affiliate, 

DP&L will provide any material services to the generating affiliate or that the generating affiliate 

will provide any material services to DP&L except for the following: 

• In order to satisfy DP&L's obligation to provide elecfric service during the market 

development period, DP&L intends to enter into a purchase power agreement with the 

affiliate confrolling and operating the electric generation assets to provide DP&L with 

its requirements to satisfy its generation standard service obligations. The terms and 

conditions of such purchase power agreement, including the rates charged therein, will 

be subject to FERC review and approval. 
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• Pursuant to FERC Order No. 888, DP&L, as part of its open access tariff, is required to 

offer "ancillary services" to both affiliates and third parties who request such services. 

These ancillary services include (1) scheduling, system confrol and dispatch service; (2) 

reactive supply and voltage control from generation sources service; (3) regulation and 

frequency response service; (4) energy imbalance service; (5) operating reserve -

spinning reserve service; and (6) operating reserve - supplemental reserve service. 

Ultimately, DP&L may join a regional transnussion entity that will provide these 

ancillary services on behalf of the owners ofthe transmission system. 

• At this time, the transmission service business uitit of DP&L provides the scheduling 

services directly to third parties requesting fransraission access. The remainder of such 

ancillary services are obtained from the generation services business unit of DP&L. 

As described in Subsection III.A. I., DPL Inc. has a number of wholly-owned subsidiaries 

that provide services or facilities to DP&L and its affiliates. It is anticipated that tiiese subsidiaries 

will continue to provide these facilities and services in the future. In addition, as the fransition 

progresses, it is possible that DPL Inc. will determine that it is economically feasible and prudent 

to provide additional services on a company-wide or shared basis, such as legal, accounting, 

auditing, finance, real estate or human resource services. Also, employees of DP&L and its affiliates 

participate in employee benefit plans that are common to one or more of such entities. For economic 

purposes as well as for Internal Revenue Code and ERISA compliance reasons, DPL Inc. and its 

subsidiaries may determine that their current employee benefit plans should continue to cover 
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employees of DP&L and one or more of its affiliates rather than causing each entity to establish and 

maintain separate plans. In such event, the costs of each such plan will be allocated to each affiliate 

in proportion to the number of employees covered by each such plan or, if not allocable on such 

basis, in accordance with the other rules for allocating these costs among affiliates as described in 

the cost allocation manual. In the event that separation of such plans becomes economically feasible 

and prudent, DP&L and the other subsidiaries of DPL Inc. may establish and maintain separate 

employee benefit plans for their employees. 

Any ofthe above described services (or any other services) which are provided by DP&L to 

an affiliate or by an affiliate to DP&L will be properly described in the cost allocation manual, and 

the cost of such services shall be allocated pursuant to the methods of allocation described in the cost 

allocation manual. 

C. Employee Education and Training 

To familiarize the employees of DP&L and its affiliates with the requirements of the 

corporate separation plan, including, without limitation, the code of conduct provisions and the cost 

allocation manual requirements, DP&L will institute an education and training program. DP&L 

intends to offer training sessions for its employees. At these sessions, persons designated by DP&L 

who are familiar with the contents will describe the corporate separation plan (and how the plan 

affects each employee in light of his or her job description and the specific company for which the 

employee will be working), the provisions ofthe code of conduct to be followed by the employees, 

the appropriate documentation to be forwarded to DP&L to be included in the cost allocation manual 

and when such documentation should be forwarded, the complaint procedure and the methods for 

19 



bringing complaints and violations to the attention of the appropriate party. The compliance 

procedure (described below) and penalties and consequences v/iih respect to the failure of an 

employee or an affiliate to comply with the corporate separation plan or the code of conduct will also 

be explained at these sessions. The employees will also be advised ofthe penalties to which DP&L 

will be subject in the event of a failure to comply. 

While general familiarization and information sessions may be held beforehand, DP&L 

intends to commence the formal training process immediately upon approval of this corporate 

separation plan by the Commission at which point the contents ofthe plan, which will be the subject 

ofthe training process, will be finally determined. Additional training will be made available on a 

periodic basis. 

D. Compliance Procedure 

To ensure that the corporate separation plan is implemented properly by DP&L and its 

affiliates, DP&L will implement the following compliance monitoring procedures and plans for 

corrective action: 

(1) After fraining, each employee of DP&L or its affiliates will be required to sign and 
deliver a policy statement, a copy of which is attached as Exhibit 4, which states that 
(a) the provisions ofthe code of conduct and the requirements for reporting to and 
methods of allocation under the cost allocation manual have been explained to the 
employee, (b) the employee has been afforded the opportunity to ask questions 
regarding the corporate separation plan, (c) the employee understands the compliance 
procedures, including the appropriate methods for handling complaints and reporting 
possible violations ofthe code of conduct, and (d) with respect to any non-public 
electric utility infonnation that is subject to the code of conduct, the employee 
understands the resfrictions and limitations therein on the disclosure and use of such 
information and will at all times act in accordance with same and that failure to so 
act will result in appropriate disciplinary action. 
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(2) DP&L will designate an individual to whom employees may report possible 
violations ofthe code of conduct and other failures to comply with the corporate 
separation plan. 

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

(4) Failure to observe the limitations described in the code of conduct with regard to the 
use of non-public DP&L information will result in appropriate disciplinary action. 

IV. DESCRIPTION OF COMPLIANCE V^TTH COMMISSION RULES FOR 

CORPORATE SEPARATION PLANS. 

In accordance with Corporate Separation Rule (H)(4), DP&L lists below each corporate 

separation rule and a description of how DP&L will comply with that rule: 

Corporate Separation Rule (GYlVa") - An electric utility shall place a copy ofthe minutes of each 

board of directors meeting in the CAM in accordance with paragraph (I) of this rule, where it shall 

be maintained for a minimum of three years. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule (G)(l)rb') - An electric utility may not share employees with any affiliate, 

if the sharing, in any way, violates paragraph (G)(4) of this mle. An electric utility shall maintain 

in the CAM a copy of the job description of each shared employee (except for shared consultants and 
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shared independent contractors). The electric utility shall maintain in the CAM a list ofthe names 

and job summaries for shared consultants and shared independent contractors. The electric utility 

shall ensure that all shared employees appropriately record and charge their time based on fully 

allocated costs. An elecfric utility shall add to the CAM a copy of all transfened employees' 

previous and new job descriptions. 

As described in Section II.B., DP&L and its affiliates vdll not jointly employ any 

persons. Any services provided by employees of one affiliate to another affiliate will 

be subject to the code of conduct restrictions and cost allocation requurements. See 

Section II.F. regarding the adoption and use of a cost allocation manual by DP&L 

and its affiliates. 

Corporation Separation Rule ( O d Vc) - Electric utilities and their affiliates that provide services to 

customers within the elecfric utility's service tenitory shall function independently of each other and 

shall not share facilities and services if such sharing in any way violates paragraph (G) (4) of this 

rule. 

As described in Section II.B., any sharing of facilities or services by DP&L with any 

of its affiliates will be subject to the code of conduct restrictions and cost allocation 

manual requfrements. 

Corporation Separation Rule (G)(n(d) - During an interim period, an elecfric utility has the burden 

of establishing "good cause" for selecting an interim functional separation plan (as opposed to a 
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structural separation). The interim plan shall provide a detailed timeline for progression to full 

structural separation and shall be subject to periodic Commission Staff review at the Staff's 

discretion. 

At this time, DP&L is not requesting that an interim functional separation plan be 

approved. 

Corporation Separation Rule (G)r2) - Each electric utility and its affiliates shall maintain, in 

accordance with generally accepted accounting principles and an applicable uniform system of 

accounts, books, records and accounts that are separate from the books, records and accounts of its 

affiliates. 

As described in Section H.C, DP&L and each of its affiliates will maintain separate 

books, records and accounts in accordance with the provisions of this mle. 

Corporate Separation Rule CG')("3)ra) - Any indebtedness incurred by an affiliate shall be without 

recourse to the electric utility. 

As described in Subsection II.D.L, any indebtedness incurred by an affiliate of 

DP&L vvill be without recourse to DP&L. 

Corporate Separation Rule (G)(3>rb) - An electric utility shall not enter into any agreement with 

terms under which the electric utility is obligated to commit funds to maintain the financial viability 

of an affiliate. 
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As described in Subsection II.D.2., DP&L will not enter into any agreement with 

terms under which DP&L is obligated to commit funds to maintain the financial 

viability of an affiliate. 

Corporate Separation Rule ('G)('3¥c) - An elecfric utility shall not make any investment in an affiliate 

under any circumstances in which the electric utility would be liable for the debts and/or liabilities 

ofthe affiliate incurred as a result of actions or omissions of an affiUate. 

As described in Subsection n.D.3., DP&L will not make any investment in an 

affiliate under any circumstances in which DP&L would be liable for the debts 

and/or liabilities of such affiliate incuned as a result of actions or omissions of such 

affiliate. 

Corporate Separation Rule (GYS'Xd) - An elecfric utility shall not issue any security for the purpose 

of financing the acquisition, ownership or operation of an affiliate. 

As described in Subsection n.D.4., DP&L will not issue any security for the purpose 

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

Corporate Separation Rule fClGYe) - An elecfric utility shall not assume any obligation or liability 

as a guarantor, endorser, surety, or otherwise with respect to any security of an affiliate. 
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As described in Subsection II.D.S., DP&L will not assume any obligation or liability 

as a guarantor, endorser, surety or otherwise with respect to any security of any of its 

affiliates. 

Corporation Separation Rule (Q)(3)(f) - An elecfric utility shall not pledge, mortgage, or use as 

collateral, any assets ofthe electric utility for the benefit of an affiUate. 

As described in Subsection II.D.6., DP&L will not pledge, mortgage or use as 

collateral, any assets of DP&L for the benefit of any of its affiliates. 

Corporate Separation Rule ("Gy4)ra) - The electric utility shall not release any proprietary customer 

information (e.g., individual customer load profiles or billing histories) to an affiliate, or otherwise, 

without the prior authorization ofthe customer, except as required by a regulatory agency or court 

of law. 

See Section lI.E. above which describes DP&L's and its affihates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule ('G)(4)(b) - On or after the effective date ofthe rule, the electric utility 

shall make customer lists, which include name, address and telephone number, available on a 

nondiscriminatory basis to all nonaffiliated and affiliated certified retail electric competitors 

transacting business in its service territory, unless otherwise directed by the customer. This 
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paragraph does not apply to customer-specific infonnation, obtained witii proper authorization, 

necessary to fulfill the terms of a confract, or information relating to the provision of general and 

adminisfrative support services. 

See Section lI.E. above which describes DP&L's and its affiliates' obligation to 

comply with die code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be requfred to sign. 

Corporate Separation Rule (G)(4)(c) - Employees ofthe electric utility's affiliates shall not have 

access to any information about the electric utility's fransmission or distribution systems (e.g., 

system operations, capability, price, curtailments and ancillary services), that is not 

contemporaneously and in the same form and manner available to a nonaffiliated competitor of retail 

elecfric services. 

See Section lI.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be requfred to sign. 

Corporate Separation Rule <'G¥4)<̂ dl - Elecfric utilities shall treat as confidential all infonnation 

obtained from a competitive supplier of retail electric service, both affiliated and non-affiliated, and 

shall not release such information unless a competitive supplier provides authorization to do so. 



See Section lI.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G)(4)(e) - The electric utility shall not tie (nor allow an affiliate to tie) 

or otherwise condition the provision ofthe electric utility's regulated services, discounts, rebates, 

fee waivers, or any other waivers ofthe electric utility's ordinary terms and conditions of service, 

including but not limited to tariff provisions, to the taking of any goods and/or services from the 

electric utiUty's affiliates. 

See Section lI.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G)(4)(f) - The electric utility shall ensure effective competition in the 

provision of retail electric service by avoiding anticompetitive subsidies flowing from a 

noncompetitive retail elecfric service to a competitive retail electric service or to a product or service 

other than retail elecfric service, and vice versa. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be requfred to sign. 
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Corporate Separation Rule CG)(4)rg) - The electric utiUty, upon request from a customer, shall 

provide a complete list of all suppliers operating on the system, but shall not endorse any suppliers 

nor indicate that any supplier will receive preference because of an affiliate relationship. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G)(4)rh) - The electric utility shall ensure retail elecfric service 

consumers protection against unreasonable sales practices, market deficiencies, and market power. 

All elecfric utilities shall, at a minimum, provide information in their fransition filings so as 

to enable the Commission to determine whether they have met thefr burden of proof to satisfy this 

paragraph as it relates to joint advertising between the electric utility and an affiliate, joint marketing 

activities between the electric utility and an affiliate, and the use ofthe name and logo ofthe electric 

utility. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement tiiat 

employees will be requfred to sign. 

Corporate Separation Rule (G)r4Xi') - The electric utility shall provide comparable access to products 

and services related to tariffed products and services and specifically comply with the following: 
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Corporate Separation Rule (G)('4)ri¥n - An electric utility shall be prohibited from unduly 

discriminating in the offering of its products and/or services. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule ("G)("4¥i)(2) - The elecfric utility shall apply all tariff provisions in the 

same manner to the same or similarly situated entities, regardless of any affiUation or non-affiliation. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule ('G)C4)(i)('3') - The electric utility shall not, through a tariff provision, a 

contract, or otherwise, give its affiliates preference over nonaffiliated competitors of retail electric 

service or their customers in matters relating to any product and/or service. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule ('G¥4)n)("41 - The elecfric utility shall strictly follow all tariff provisions. 
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See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G)(4)(i)(5) - Except to tiie extent allowed by state law, the electric utility 

shall not be permitted to provide discounts, rebates, or fee waivers for any state regulated monopoly 

service. 

See Section II.E. above which describes DP&L's and its affiliates' obUgation to 

comply with die code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G)(4)(i)(6) - Violations of this rule shall be enforced and subject to the 

disciplinary actions described in divisions (C) and (D) of Section 4928.18 ofthe Revised Code. 

See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule (G¥4¥i'l - Notwithstandmg any provision of paragraph (G)(4) of this 

rule, in a declared emergency situation, an electric utility may take actions necessary to ensure pubUc 

safety and system reliability. The electric utility shall maintain a log of all such actions that do not 

comply with paragraph (G)(4) of this rule, which log shall be subject to review by the commission. 

30 



See Section II.E. above which describes DP&L's and its affiliates' obligation to 

comply with the code of conduct. Also, see Exhibit 4 for the policy statement that 

employees will be required to sign. 

Corporate Separation Rule ('G¥5) - The elecfric utility shall establish a complaint procedure for the 

issues concerning compliance with this rule. All complaints, whether written or verbal, shall be 

referred to the general counsel of the utility or their designee. The legal counsel shall orally 

acknowledge the complaint within five working days of its receipt. The legal counsel shall prepare 

a written statement ofthe complaint that shall contain the name ofthe complainant and a detailed 

factual report of the complaint, mcluding all relevant dates, companies involved, employees 

involved, and the specific claim. The legal counsel shall communicate the results ofthe preliminary 

investigation to the complainant in writing within thfrty days after the complaint was received, 

including a description of any course of action that was taken. The legal counsel shall keep a file 

in the CAM, in accordance with paragraph (I) of this rule, of all such complaint statements for a 

period of not less than three years. This complaint procedure shall not in any way limit the rights 

of a party to file a complaint with the Commission. 

As described in Section II.G. above, DP&L will establish a complaint procedure 

concerning compliance with the corporate separation rules. Such procedure will 

follow those described by this rule. 
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Corporate Separation Rule (H)(\) - A description and timeline of all planned education and training, 

throughout the holding company structure, to ensure that electric utility and affiliate employees 

know and can implement the policies and procedures of this rule. 

As described in Section III.C, DP&L will institute an education and training 
program to familiarize the employees of DP&L and its affiliates with the 
requirements ofthe corporate separation plan. 

Corporate Separation Rule ^ ¥ 2 ) - A copy of a policy statement to be signed by electric utiUty and 

affiliate employees who have access to any nonpublic electric utility information, which indicates 

that they are aware of, have read, and will follow all policies and procedures regarding limitation on 

the use of nonpublic electric utility information. The statement will include a provision stating that 

failure to observe these limitations will result in appropriate disciplinary action. 

See Exhibit 4 

Corporate Separation Rule (H¥3') - A description ofthe internal compliance monitoring procedures 

and the methods for corrective action for compliance with this rule. 

See Section III.D. 

Corporate Separation Rule ('H)f 5> - Each electric utility shall make available for Commission Staff 

review the initial CAM, the contents of which are set forth in paragraph (I) of this rule. 

DP&L agrees to make available for review by the Staff its initial cost allocation 
manual. 

Corporate Separation Rule ("H¥6'l - A detailed listing ofthe electric utility's electric services and the 

electric utility's fransmission and distribution affiliates' electric services. 

In compliance with Section 4901:1-20-16(H)(6) ofthe Ohio Adminisfrative Code, 
DP&L states that The Dayton Power and Light Company, the electric utility, will 
provide transmission and disfribution service as weU as the tariffed generation 

32 



! • 

Corporate Separation Rule rX)f41 - The CAM wiU include: 

Corporate Separation Rule rj")f4)ra) - An organization chart ofthe holding company, depicting all 

affiliates, as well as a description of activities in which the affiliates are involved. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule (J)(4)(b^ - A description of all assets, services and products provided to 

and from the elecfric utility and its affiliates. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule (J¥4)rc) - All documentation including written agreements, accounting 

bulletins, procedures, work order manuals, or related documents, which govern how costs are 

allocated between affiliates. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 
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Corporate Separation Rule f J)r4¥d) - Information on employees who have transferred from the 

elecfric utility to an affiliate and shall be consistent with paragraph (G)(1)(b) of tiiis rule. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule f J)(4)Ce) - A log of all complaints brought to the utility regarding this 

rule. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule f J¥4¥f) - Board of director minutes. 

See Section II.F, regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule (J¥51 - The method for charging costs and transfening assets shall be 

based on fully allocated costs. 

See Section ILF, regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 
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Corporate Separation Rule (J)(6) - The costs should be traceable to the books of the applicable 

corporate entity. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule (])(7) • The electric utility and affiliates shall maintain all underlying 

affiliate transaction information for a minimum of three years. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule <'J¥8') - Following approval of a corporate separation plan, an electric 

utility shall send to the director ofthe utilities department ofthe Commission (or their designee) 

every six months a summary of any changes in the CAM. 

See Section II.F. regarding the adoption and use of a cost allocation manual by 

DP&L and its affiliates. 

Corporate Separation Rule rJ)C9) - The electric utility shall designate an employee who will act as 

a contact for the Commission Staff when seeking data regarding affiliate fransactions, personnel 

transfers, and the sharing of employees. The elecfric utility shall update the Commission of changes 

in the contract. 
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See Section II.F. regarding the adoption and use of a cost allocation manual by 

IT DP&L and its affiliates. 
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SECOND AMENDED CORPORATE SEPARATION PLAN 

I. INTRODUCTION 

This Second Amended Corporate Separation Plan is being filed by The Dayton Power 

and Light Company (the "Company" or "DP&L**) to comply with the Public Utilities 

Commission of Ohio (the "Commission") final rules and regulations (Ohio Adnunistrative Code 

(OAC) Sections 4901:1-37 et seq.) in response to the passage of S.B. 221 by the Ohio General 

Assembly. This plan amends, supersedes and replaces the Company's Coiporate Separation Plan 

as filed December 17,1999 as amended on February 28,2000. 

This Second Amraided Croporate Sq>aration Plan demonstiates that DP&L will continue 

to maintain fVmctional separation of its businesses of providing competitive retail electric 

services and products or sevices other than retail electric services from its busii^ss of providing 

noncompetitive retail electric service, except when specifically permitted to do otherwise. This 

Second Amended Corporate Separation Plan also demonstrates how DP&L and its fidly 

separated affiliates will op^Bte in relation to each other in compliance with the provisioiis of 

Ch^ter4928. 

This Second Amended Coiporate Separation Plan addresses, in gaieral tenns, (1) how 

DP&L will maintain separation of its competitive retail electric service and prodocte and services 

other than retail electric service from its noncompetitive retail electric service, (2) a description 

ofthe separate accoimting practices that perform this sqwration of conipetitive vexsus 

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



its Cost Allocation Manual, and (5) how tiie Company's stmcture and operation is in tiie public 

interest and does not create an undue preference or competitive advantage for DP&L's affihates. 

A. Current OrganizatioB 

DP&L is a regional electric public utility that sells electricity to r^dential, commercial, 

industrial and govemmental customers in West Central Ohio. DP&L provides "retail electric 

service" to consumers as defined m Revised Code Section 4928.01 (A)(27). DP&L is an "electric 

utility" as defined m Revised Code Section 4928,01 (A)(l 1) that is engaged in the business of 

supplying both a noncompetitive retail electric service and competitive retail electric services 

under Revised Code Section 4928.03. Electricity for the Company's service area is primarily 

generated by plants wholly-owned or co-owned by DP&L. 

As an integrated electric utility, DP&L operates within the statutory and regulatory 

firamewoik ofthe state of Ohio and applicable federal law, providing services to its retail 

customers within its certified tenritoiy pursuant to its oblig^on to serve. Utility services are 

provided to its retail customas based on tanSed rates previously ̂ proved by the Commission. 

All ofthe outstanding shares of common stock of DP&L are heW by DPL Inc. DPL hic. 

has a number of subsidiaries that provide a variety of services for DP&L, other afOliates of DPL 

hic. and third parties. 

A current organization chart of DPL hic. and its subsidiaries, mcluding a brief description 

of subsidiary activities, is attached as Exhibit 1. 

B. Der^ulation Leg^Lation 

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

creating a new framework under Ts4iich electric utilities must provide electric service to their 



customers. This regulatory framework continues the frmctional separation between the electric 

utility that generally provides nonccwnpetitive retail electric service and electric utility affiliates 

that may provide competitive retail electric services and products and services other than retail 

electric service. Under this statute, an electric utility cannot, directly or indirectly, provide such 

competitive retail electric services, as defined by RC. 4928.01(B), (i) except through a separate 

affiliate and pursuant to a Commission approved corporate separation plan that meets the 

requirements described in Revised Code Section 4928.17, or (ii) excq>t as otherwise pemaitted 

by state statute. 

C. Purpose of Second Amended Corporate Separation Plan 

Consistent with the policy goals specified in Revised Code Section 4928.02, die 

requirements of Revised Code Section 4928.17 and the corporate separation rules adopted by tite 

Commission, the Second Amended Coiporate Separation Plan of DP&L as stated herdn Is 

intended to achieve the following: 

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

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

(3) Satisfy the pubhc interest in jwcvcnting unfriir competitive advantages and 
preventing the abuse of market power. 



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

D. Process of Implementing the Second Amended Corporate Separation Plan 

DP&L's original Corporate Separation Plan as amended was implemented in req)onse to 

S. B. 3 and has been modified for this filing, to be consistent with S. B. 221. A number of 

factors, events and circumstances, many of which cannot reasonably be foreseen or predicted, 

will influence DP&L's planning. Some of these will be beyond DP&L's abiUty to control or will 

be dependent on the actions of imrelated third parties (e.g., competitors, the co-owners of 

DP&L's jointly-owned generation and transmission facilities, etc.). Accordingly, DP&L and its 

affiliates will need a reasonable degree of flexibility. For this reason, the planis stnwtim^l in a 

way to ensure compliance with epplicabk statutory and regulatory law, while affordii^ DP&L a 

modicum of discretion to select the precise means for achieving and maintaining such 

compliance in ti^t ofthe relevant circumstances. 

n . SECOND AMENDED CORPORATE SEPARATION PLAN PROVISIONS 

A. Policy 

DP&L acknowledges the policy goals ofthe state of Ohio as described in Revised Code 

Section 4928.02. Accordingly, consistent with the corporate separation rules, DP&L vrili not 

extend any undue preference or advantage to any of its affiliates ihat eng^e m the business of 

providing a competitive retail electric service oar a non-electric retail product or service without 

just compensation as provided h^ein. Further, DP&L will act so as to effectuate ttie policy 



^ecifi^ in Revised Code Section 4928.0(2 and to satisfy the public interest in prevoiting unfair 

competitive advantage and abuse of market power. 

As required by Revised Code Section 4928.17 and the corporate separation rules, E^&L 

will not engage, either directly or through an affiliate, in the business of supplying a 

noncompetitive retail electric service and eithw a competitive retail electric service or a product 

or setvice other than retail electiric service, excq)t as otherwise authorized by law and except 

pursuant to the provisions of this Second Amended Corporate Separation Plan as approved by 

the Commission. 

B. Fully Separated Affiliates 

Except as permitted by state law and pursuant to its Commission-s^proved SeccHid 

Amended Corporate Separation Plan, DP&L will not directly engage in ttie business of supplying 

competitive retail electric services, as defined in Revised Code Section 4928,01(B). Comp^tive 

retail electric service will be provided only through an affiUate that is fiiUy separate from DP&L, 

as requfred by Revised Code Section 4928.17(A)(1). 

Each such affihate or business unit offering competitive retail electric services will 

generally operate separately fitmi DP&L, excqjt as specifically permitted by state statute under 

this Commission-^)proved Second Amended Corporate Sq>aration Plan, and such affiliates CM* 

business units will operate ind^endentiy of each other, all as provided herein. 

To the extent deemed economically feasible and prudent, DP&L and its affiliate that 

provide a competitive retail electric service will endeavor to satisfy their own respective needs 

through their own respective employees, facihties, equipnent and other assets and resources. 

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



employee will be employed by more than one entity, although an employee may in certain 

instances provide services for both his or her employer and an affiliate. As required by Revised 

Code Section 4928.18(DX2) and OAC Section 4901 :l-37-04(A)(5), any common use OT sharing 

of employee services, consultant services, independent contractor services, facilities, equipment, 

employee benefit plans and/or other services permitted by Revised Code Secti(Hi 4928.1805X2) 

shall not in any way violate the Code of Conduct adopted herein and shall be ^iprc^riately 

accounted for and the costs thereof allocated pursuant to the terms of this plan and as more 

specifically described in the Cost Allocation Manual provided for under Section DJF. DP&L will 

mamtain a copy of any shared employee's job description in flic Cost Allocation Manual. 

While the DP&L affiUated group may have catain officers and directors in cammon, 

such officers and directors owe a fiduciary duty imder general corporate law principles to each of 

the entities he or she is serving as well as an obUgation to such entity to abide by the terms and 

conditions of this Second Amended Corporate Separation Plan, including without UmitatiGn, the 

Code of Conduct, 

C. Accounting Records 

As required by Revised Code Section 492S.17(AX1) and corporate sqjaration rule OAC 

Section 4901:1 -37-04(3), DP&L and each affiUate or business unit in the DP&L group will 

mamtain, in accordance with generaUy accepted accounting principles, an qtpUcable uniform 

system of accounts, books, records and accounts that are separate from the books, records and 

accourits of each other affiliate or business unit 
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D. Financial Arrangements 

To the extent required by Revised Code Section 4928.17(AX3) and the sqpplicable 

corporate separation rales, subject to the provisions of Subsection n.A.3. regarding currantiy 

existing financing arrangements, and except as may otherwise be ̂ iproved by the Commission 

of financial arrangements of DP&L with respect to its affiHates engaged in the business of 

providing a competitive retail electric service or a product or service other thzm retail electric 

service will be subject to the following restrictions: 

(1) Any indebtedness incurred by an affiUate shall be without recourse to DP&L. 

(2) DP&L will not enter into any agreement with terms under which it is c^Ug^ed to 
commit fimds to maintain the financial viabiUty of its affiUate. 

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

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

(5) DP&L will not assume any obligation or UabiUty as a guarantor, endorso*, surety, 
or otherwise with respect to any security of any of its affihates. 

(6) DP&L will not pledge, mortgage or use as collat^al any of its assets for ibe 
benefit of any of its affiUates. 

E. CodeofCood«<^ 

Pursuant to Revised Code Section 4928.17(A)(1), which requires the corporate separation 

plan to include the Code of Ck>mluct ordered by the Commission pursuant to a rule adopted under 

Revised Code Section 4928.06, and consistent with coiporate sq>aration roles OAC Section 

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



relationship of DP&L with its affiUates or business units engaged in the business of providii^ a 

competitive retail electric service or a product or s«vice other than retail electric service: 

(1) DP&L shall not release any proprietary customer infonnation ie,g., individual 
customer load profiles or biUing histories) to an affiliate, or otherwise, without Uie 
prior authorisation ofthe customer, except as required by a regulatory agency or 
court of law. 

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

(3) Employees of DP&L's affiliates shall not have m;cess to any infonnation aibout 
DP&L's transmission or distiibution systems (eg,, system operations, capabiUty, 
price, curtailments and ancillary services), drat is not contonporaneously and in the 
same form and manner available to a non-affiUated con:̂ >etitor of retail electric 
service. 

(4) DP&L shall tr^t as confidential all information obtamed from a competitive retail 
electric service provider, both affiUated and non-affiUated, and shall not release such 
information unless a competitive retail electric service provider provides 
authorization to do so or unl^s the mfoimation was or thereafter becomes available 
to the pubUc other than as a result of disclosure by DP&L. 

(5) Except as specifically authorized by state statute and as set forth in its Ck»mmisaion-
approved Second Amended Corporate Separation Plan, DP&L shaU not tie (nor 
allow its affiUates to tie) or otherwise condition the provision of its s«^ces, 
discounts, rebates, fee waivers or any other waivers of its ordinary terms and 
conditions of sovice, including but not limited to DP&L's tariff provisions, to die 
taking of any goods and/or services from affiUates. 

(6) In order to ensure effective contrition in the provision of retail electric service, 
DP&L shall avoid anticompetitive subsidies flowing fixmi a noncompetitive retail 
electric service to a competitive retail electric service or to a product or service other 
than retail electric service, and vice versa. 
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(7) Upon a request firon a customer, DP&L shall provide a complete list of aU certified 
suppUers, registered pursuant to DP&L's tariff requirements, of competitive retail 
electric services operating on DP&L's system, but shall not endorse any siippUers 
nor indicate that any sappMer will receive preference because of an affiliate 
relationship. 

(8) DP&L shaU strive to ensture that its activities do not create unreasonable sales 
practices, market deficiencies or market poww. 

(9) Bnployees of DP&L shaU not indicate a preference for an affiliated company's 
services. 

(10) DP&L shall provide comparable access to products and services related to tarified 
products and services. 

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

(b) DP&L shall apply all tariff {nrovisions m the same taanaer to the same or 
similariy situated entities, regardless of any affiUation or lum-afGUatian. 

(c) DP&L shall not, through a teriff provision, a contract, or otherwise, give 
its affiUates prefo'aice over non-affiliated comp^tors providing a 
competitive retail electric service or their customers in matters relating to 
any product and/or service. 

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

(e) Excqjt to the extent legally p^mitted, DP&L ̂ laU not be permitted to 
provide discounts, rebates, or fee waivers for any state regulated 
monopoly service. 

(f) Violations of this code of conduct shall be enforced and subject to tiie 
disciplinary actions described in Revised Code Sections 4928.18(C) and 
(D). 

(11) Shared representatives and employees ofthe DP&L shall clearly disclose upon 
whose behalf pubUc representations are being mmie. 

(12) Notwithstanding any provision contained in this code of conduct, in an cmragBncy 
situation, DP&L may take actions necessary to ensm% pubUc safety and sy^em 
reUabiUty. DP&L will maintain a log of all such actions tiiat do not conq)ly with 
this code of conduct. 
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As part of meeting the requirements of paragraph (8) above, DP&L does not intend to 

engage in joint advertising or joint marketing of any kind with its affiUates supplying a 

competitive retail electric service or directly promote or market any product or service offered 

by any such affiUate, except as autiiorized by state statute and pursuant to its Commission-

approved Second Amended Corporate Separation Plan. DP&L generation affiUate and other 

non-EDU affiUates will not trade upon, promote, or advwtise their affiliate relationship with 

DP&L, nor will DP&L allow the name "The Dayton Pow« and Light Company" or the logo 

shown on Exhibit 2 to be used by an affiliate in any material circulatol by the affiUate, unless it 

discloses in plain legible or audible language, on the first page or at the first point where 

DP&L's name or logo is mentioned, that: (i) the affiliate is not the same company as DP&L; 

(ii) the affiUate is not regulated by the Commission; and (in) the customer does not have to buy 

the affiUate's products in order to continue to receive quaUty, regulated service from DP&L. 

The application ofthe name/logo disclaimer is limited to the use ofthe name or logo in Gtao. 

F. Cost Allocation Manual 

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

DP&L and its affiUates and business units providing any competitive retail electric service or any 

product or service other than retail electric service, DP&L or its busmess unit wiU maintain a 

Cost Allocation Manual as required by OAC 4901 :l-37-08. With r^pect to any asset, product or 

service provided or transferred by an affiUate or business unit to DP&L, Or by DP&L to an 

affiUate or business imit, the affiliate or business unit providing or receiving the same shall 

submit to DP&L for inclusion in the Cost Allocation Manual, and DP&L shall maintam in the 

Cost AUocation Manual, information documenting the aUocation of costs between the idOSUate or 
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business unit and DP&L. The Cost Altocation Manual vriU include the methods to be used for 

allocating costs and transferring assets between DP&L and its affiliates and business units, which 

costs will be based on "fully allocated costs" as required by corporate separation rule OAC 

4901: l-37-04(B) and will be traceable to the books of tiie applicable corporate entity providing 

such product or service or making such transfer. 

hi addition to this mforraation, the Cost AUocation Manual wiU inchide the followii^. 

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

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

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

(d) Information on employees who have either trai^ferred from DP&L to orw of its 
affiUates or are shared between DP&L and such affiUate, including a copy of aU 
transferred employees' previous and new job descriptions and a ligt of names and job 
summaries for shared consultants and ^lared independent contractors. 

(e) A log of all complaints made to DP&L regarding corporate separation. 

(f) Minutes of each DP&L board of directors meeting. 

DP&L and its affiliates and business units wiU maintain all affiUate transacticm 

toformation and the DP&L board of duectors minutes in tiie Cost Allocation Manual for not l^s 

than three years. As required by the corporate separation rules, the initial version ofthe revised 

Cost AUocation Manual will be made available to the Commission's Staff for review. Upon 

approval of this Second Amended Corporate Separation Plan, DP&L will send to the Director of 

the Utilities Department ofthe Commission (or their designee) a summary every twelve montiis 

of any significant changes made in the Cost Allocation Manual during such twelve-mondi 
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period. Pursuant to corporate separation rale OAC 4901:1-37-08(1), DP&L designates tiie 

general counsel of DP&L or his designee to act as a contact person for the Commission's Staff 

when seeking data regarding affiUate and business unit transactions, perscoinel transfers and 

sharing of employees. DP&L may change this designation at any time, and vriU promptiy notify 

the Commission of any change. 

G. Complaint Procedures 

All complaints received by DP&L with respect to compliance with the corporate 

separation rules wall be referred to tiie legal counsel of DP&L or hisjdesignee. If and to the 

extent that the complaint provides basic infonnation sufficient to enable the legal counsel or his 

designee to do so, the legal counsel or his designee will acknowledge the complamt within five 

business days of its receipt and will thereafter prepare a written statement ofthe complamt, 

containing the name ofthe complainant and a detailed factual report ofthe complaint, including 

all relevant dates, companies involved, employees involved and tiie specific clami. The legal 

counsel or his designee will communicate the results of any preliminary investigaticHi made by 

legal counsel or his or her designee to the complainant in writing in not less than 30 days after 

the complaint has been received, including a description of any course of action taken. The legal 

counsel or his designee will also keep a file to be placed in the Cc»t AUocation Manual of any 

complaint statements for a period of not less than three years. This complaint procedure wiU not 

in any way limit the rights of a party to file a complaint with the Commission. 

H. Access to Books and Records 

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

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

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

III. IMPLEMENTATION OF AMENDED CORPORATE SEPARATION PLAN 

A. Corporate Reoi^anization 

1. Transfer of Businesses and Assets to Separate Corporate Entities 

DP&L has (i) previously transferred some of its generating assets and some of its retail 

generation service business to one or more fully separated affiUates or business units or 

(ii) fimctionaUy separated its retail generation business fitsm its non-competitive retail electric 

service under DP&L. Both the fully separated retail electric affiUate and DP&L are wholly-

owned by DPL Inc. 

Organization charts showing how DPL Inc. and its affiliates are organized are attadted as 

Exhibits 1. 

2. Functional Separation 

DP&L's various operations have been functionally sqiarated for a number of years. 

Functional separation is used where legal separation is not feasible or unnecessary. The 

obstacles to legal separation are described below. 

3. Indenture and Related Issues 

Substantially all ofthe assets of DP&L, including its electric graierating assets and 

transmission and distribution assets, are subject to, and encumbered by, die first mortg^e lien of 

the mdenture pursuant to which DP&L's outstanding first mortgage bonds were issued. The 

controlUng indenture was drafted in the 1930's and did not contonplate or include pzovisicms 

14 



< • 

readily enabling DP&L to redeploy its assets as required by, or desirable in connection with, the 

deregulation of the electric utility industry. As a result, a large number of conq>lex indenture-

related issues would have to be analyzed and resolved for DP&L to permit the teansf«" of die 

electric generating assets. 

B. Sharing of Employees, Facilities and Services 

Shared employees, facilities and services are accounted for according to die time or use 

they provide to each entity. 

The transmission service business unit of DP&L is administCTed entirely dirou^ the PJM 

Interconnection. 

As described m Subsection IIIAl,, DPL Inc. currently has a number of wholly-owned 

subsidiaries tiiat provide services or facilities to DP&L and its affiUates. It is anticipated that 

fliese subsidiaries wiU continue. In addition, it is possible that DPL Inc. will determine that it is 

economically feasible and pradent to provide additional services on a company-wide or shared 

basis, such as legal, accounting, auditing, finance, real estate or human resource services. Also, 

employees of DP&L and its affiliates currently participate in employee benefit plans that are 

common to one or more of such entities. For economic purposes as weU as for Internal Revttiue 

Code and ERISA compUance reasons, DPL Inc. and its subsidiaries may determine that their 

current employee benefit plans should continue to cover employees of DP&L and one or more of 

its affiliate rather than causing each entity to estabUsh and maintain separate plans. In such 

events the costs of employee benefit plans are aUocated to each affiliate in proportion to the 

number of employees covered by each such plan or, if not allocable on such basis, in acconkoice 

with the other rules for allocating these costs among affiUates as described m die Cost Allocation 
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Manual. In the event that separation of such plans becomes economically feasible and pradent, 

DP&L and the odier subsidiaries of DPL Inc. may estabUsh and maintain seipatBte «nployee 

benefit plans. 

Any of the above described service (or any other sovices) which arc provided by DP&L 

to an affiUate or by an affiUate to DP&L will be properly described in the Cost AUocation 

Manual, and the cost of such services shaU be allocated pursuant to the methods of aUocation 

described in the Cost Allocation Manual. 

C. Employee Education and Training 

To maintain employee awareness ofthe requirements in this S«5ond Amended Corporate 

Separation Plan, including, without limitation, the Code of Conduct pravisioiK and the Cost 

Allocation Manual requirements, DP&L routinely trains its employees on the subject. This 

training is either provided live or via a web-based program. The program describes the Second 

Amended Coiporate Separation Plan (and how the plan affects each anployee in Ught of his or 

her job description and the specific company for which the en^loyee works or will be woridng), 

the provisions ofthe Code of Conduct to be followed by the employees, the a^^rc^riate 

documentation to be forwarded to DP&L to be included in the Cbst AUocation Manual and when 

such documentation should be forwarded, the conqilaint procedure and the methods for bringmg 

complaints and violations to the attention ofthe appn^riate party, llie c(HnpUance jHXX»dure 

(described below) and penalties and consequences with reject to the failure of an employee or 

an affiUate to comply with the S^ond Amended Corporate Separation Plan or the Code of 

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

Amended Corporate Sqiaration plan is approved, DP&L will implem^it the Employee 

Education Plan as set forth in Exhibit 4. 

D. CompUance Procedure 

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

by DP&L and its afiSUates, DP&L wiU implement the following con:q)liance monitoring 

procedures and plans for corrective action: 

(1) After training, each employee of DP&L or its affiiiates wiU be required to 
acknowledge participation in the training. 

(2) DP&L will designate an individial to whom employees may report possible 
violations ofthe Code of Conduct and oth» failures to comply widi die Amoided 
Corporate Separation Plan. 

(3) Possible violations and other failures wiU be reported to the person designated to 
accept notice of same, who wiU investigate such matters, prepare a rqport and, if 
appropriate, a coin^e of recommended action and rqiort to management. DP&L 
and the relevant affiliate wUl take reasonable steps necessary to r^nedy such 
violation. 

(4) Failure to observe the limitations described in the Code of Conduct with regard to 
the use of non-pubUc DP&L information will result in ^)propriate disdpliimy 
action. 

IV. DESCRIPTION OF COMPLIANCE WITH COMMISSION RULES FOR 
CORPORATE SEPARATION PLANS. 

hi accordance wifli Corporate Separation Rule OAC 4901:1-37-05(8X12), DP&L Usts 

below each corporate separation rale and a description of how DP&L vriU comply widi that rule: 
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Corporate Separation Rule OAC 4901:l-37-04fA¥21 - Each electiic utiUty and its affiUjrte that 

provide services to customers within the electric utUity's service territory shall not share 

feciUties and services if such sharing fai any way violates paragr^h (D) of this rule. 

As described in Section n.B., any sharing of faciUties or swvices by DP&L widi 
any of its affiUates wiU be subject to the Code of Conduct restrictions and Cost 
Allocation Manual requirements. 

Corporate Separation Rule OAC 4901: l-37-Q4fB) - Each elcctiic utiUty and its affiliates shaU 

maintain, in accordance with generally accepted accounting principles, an î pUcable unifoim 

system of accounts, books, records and accounts that are s^arate from the books, records and 

accounts of its affiliates. 

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

Corporate Separation Rule OAC 4901:1-37-04(C¥n - Unless otherwise approved by the 

Commission, the financial arrangements of an electric utility are subject to the foUowing 

restrictions: Any indebtedness incurred by an affiUate shall be without recourse to the electric 

utiUty, 

As described in Subsection IID.l., any iiKlebtedness incurred by an affiUate of 
DP&L will be without recourse to DP&L. 

Corporate Separation Rule OAC 49Ql:l-37-Q4fC)f2) - Unless pdierwise approved by the 

Commission, the financial arrangements of an electric utiUty are subject to the following 

restrictions: an electric utiUty shall not enter into any agreement with terms under whidi die 

electric utility is obUgated to commit funds to maintain the financial viability of an afifiUate. 
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As described in Subsection IID.2., DP&L wHi not enter into any agreement with 
terms under which it is obUgated to commit fimds to maintain the financial 
viability of an affiUate. 

Coroorate Separation Rule OAC 490l:l-37-04fCW3) - An electric utility shaU not make any 

investment in an affiliate under any circumstances in which the electric utiUty would be Uable for 

the debts and/or UabiUties ofthe affiUate incurred as a result of actions or omissions of an 

affiliate. 

As described in Subsection II.D.3., DP&L will not make any investment in an 
affiUate under any cfrcumstances in which DP&L would be Uable for the dd>ts 
and/or UabiUties of such affiUate incurred as a result of prions oromissi<»i$ of 
such affiUate. 

Corporate Separation Rule OAC 4901 :l .37-04(C¥4') - An electric utility shaU not issue any 

secwity for the purpose of financing the acquisition, ownership or operation of an affiUate. 

As described in Subsection n.D.4., DP&L will not issue any security for the 
purpose of fiimiKing the acquisition, ownership or operation of any of its 
affiliates, 

Coroorate Separation Rule OAC 4901:l-37-Q4(C¥5'> - An electric utiUty diaU not assume any 

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

of an affiUate. 

As described in Subsection II.D.5., DP&L will not assume any obUgation or 
liabiUty as a guarantor, endorser, surety or otherwise with respect to any security 
of any of its affiUates. 

Corporate Separation Rule OAC 4901:l-37-04fC)f6) - An electric utiUty shaU not pledge, 

mortgage, or use as collata:al, any assets ofthe electric utility for the benefit of an affiUate. 

As described in Subsection II.D.6., DP&L wiH not pledg/sty mortgage or use as 
collateral, any assets of DP&L for the benefit of any of its affiliates. 
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Coroorate Separation Rule OAC 4901:l-37-04fl3Vl) - The electric utiUty shall not release any 

proprietary customer information (e.g,, individual customer load profiles or billing histories) to 

an affiliate, or otherwise, without the prior authorization ofthe customo:, except as required by a 

regulatory agency or court of law. 

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

Corporate Separation Rule OAC 4901:l-37-04fDy2> - On or after the ef&(^ve date of this 

chapter, the electric utility shall make customer lists, which include name, address and telephone 

number, available on a nondiscriminatory basis to aU nonaffiUated and affiUated certified retail 

electric service providers transacting business in its service territory, unless otherwise directed 

by the customer. This provision does not apply to customer-specific infonnation, obtain«i widi 

proper authorization, necessary to fidfill the terms of a contract, or information relating to the 

provision of general and administrative support services. 

See Section EM. above which describes DP&L's and its affiUates' obUgation to 
comply widi the Code of Conduct. Also, see Exhibit 3. 

Corporate Separation Rule OAC 490l:l-37-04fD¥31l - Employees of die electric utility's 

affiliates shall not have access to any information about die electric utiUty's transmission <Hr 

distribution systems (e.g,, system operations, capability, price, curtaflments and ancillary 

services), that is not contemporaneously and in the same form and manner available to a 

nonaffiUated competitor of retdl electric service. 

See Section II.E. above which describes DP&L's and its affiliates' obUgation to 
comply with die Code of Conduct. Also, see ̂ dubit 3. 
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Corporate Separation Rule OAC 4901 :l-37-04(D¥4) - An electric utiUty shall treat as 

confidential all infonnation obtained from a competitive retail electric service provider, both 

affiliated and non-affiUated, and shaU not release such information unless a competitive retail 

electric service provider provides authorization to do so or imless the information was diereafter 

becomes available to the pubUc other than as a result of disclosure by the utiUty. 

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

Corporate Separation Rule OAC 4901:l-37-04rDV5^ - The electric utility diaU not tic (nw aUow 

an affiliate to tie)or odierwise condition the provision ofthe electric utiUty's regulated services, 

discounts, rebates, fee waives, or any other waivers ofthe electric utility's ordii^ry terms and 

conditions of service, including but not lunited to tariff provisions, to the taking of any goods 

and/or services from tiie electiic utiUty's affiUates. 

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

Corporate Separation Rule OAC 4901:l-37-Q4(D¥6> - The electric utiUty shall aisure effective 

competition in the provision of retail electric service by avoiding anticomp^'tive subsidi^ 

flowing firom a noncompetitive retail electric service to a competitive retail electric service or to 

a product or service other dian retail electric service, and vice versa. 

See Section n.E. above which d^cribes DP&L's and its affiliates' obUgaticm to 
comply with the Code of Conduct. Also, see Exhibit 3. 

Corporate Separation Rule OAC 4901:l-37-Q4fl>¥7> - The electric utiUty, upon requ«t fi?Mn a 

customer, shaU provide a conq)lete Ust of all competitive retail electric service jMOviders 

operating on the system, but shall not endorse any competitive retail electric service paroviders or 
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indicate tiiat any competitive retail electric service providers will receive prefer«ice because of 

an affiliate relationship. 

See Section n.E. above which describe DP&L's and its affiliates' obUgation to 
comply with the Code of Conduct. Also, see Exhibit 3. 

Corporate Separation Rule OAC 4901: l-37-04fD¥8) - The electric utility shall ensure retail 

electric service consumes protection against unreasonable sales practices, market deficiencies, 

and market power. 

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

Corporate Separation Rule OAC 4901:l-37-04fD¥91 - En^loyees ofthe electiic utiUty shall not 

indicate a preference for an affiUated electric services company. 

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

Coroorate Separation Rule OAC 4901:l-37-044T)¥10) - The el«rtric utility shall provide 

comparable access to products and services related to tariffed products and services and 

specifically comply with the foUowing: 

Coroorate Separation Rule OAC 4901:l-37-Q4(T)¥10¥a) - An electric utility shaU be prohibited 

from unduly discriminating in die offering of its products and/or services. 

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

Coroorate Separation Rule 4901:l-37-Q4a)¥10¥b) - The electric utiUty shall a^jly all tariff 

provisions in the same manner to the same or similarly situated raitities, regardless of any 

affiliation or non-affiliation. 
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See Section II.E. above w\ach describes DP&L's and its affiUates' obUgation to 
comply with the Code of Conduct. Also, see Exhibit 3. 

Corporate Separation Rule OAC 490l:l-37-04rD¥10¥c) - The electiic utiUty shall not, tinrough 

a tariff provision, a contract, or otherwise, give its affiUates preference over nonaffiliated 

competitors of retail electric service or their customers in mattera relating to any product and/or 

service. 

See Section n.E. above which describes DP&L's and its affiUates' obUgation to 
comply with the Code of Conduct. Also, see Exhibit 3. 

Coroorate Separation Rule OAC 4901:l-37-04fD¥10¥d) - The electiic utility shall strictiy 

follow all tariff provisions. 

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

Corporate Separation Rule OAC 4901:l-37-Q4fD¥10¥e) - Except to die extent aUowed by state 

law, the electric utility shaU not be permitted to provide discounts, rebates, or fee waivers for any 

state regulated monopoly service. 

See Section n.E. above which describes DP&L's and its affiUates' obUgation to 
comply with the Code of Conduct. Alsw, see Exhibit 3, 

Corporate Separation Rule 4901:1-37-04(0X11) - Shared representatives or shaed en^loyees of 
the electric utiUty and affiUated electric services company shall clearly disclose t^on whose 
behalf their pubUc representations are beii^ made. 

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

Corporate Separation Rule OAC 4901:l-37-04fE¥n and f2) - Notwidistanding die forcgomg, in 

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

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

staff. 

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

Corporate Separation Rule OAC 4901 :l-37-05rB¥8) - A description and timeUne of all planned 

education and training, throughout the holding company structure^ to ensure that electric utility 

and affiliate employees know and can implement the poUcies and procedures of this rule. 

As described in Section m.C, DP&L has instituted an education and tiraining 
program to famiUarize the employees of DP&L and its affiUates with the 
requirements ofthe Amended Corporate Separation Plan. Information wiU be 
maintained on the Company website. See Exhibit 4. 

Coroorate Separation Rule OAC 4901:l-37-05fB¥91 - A copy of a policy statement to be signed 

by electric utility and affiliate snployees who have access to any nonpubUc electric utiUty 

information, which indicates that they are aware of, have read, and will follow all poUcies sad 

procedures regarding limitation on the use of nonpubUc electric utiUty information. The 

statement will include a provision stating that failure to observe these limitations wiU result in 

appropriate disciplinary action. 

See Exhibit 3. 

Coroorate Separation Rule OAC 490l:l-37-0S(B¥10> - A description of the internal compliance 

monitoring procedures and the methods for corrective action for compliance. 

See Section HLD. 

Corporate Separation Rule OAC 4901 :l-37-05fB¥14¥aUfl - The electric utiUty shall estabUsh a 

complaint procedure for the issues concerning compUance with this chapter, which at minimum 

shall include the foUowing: All complaints, whether written or verbal, shall be teS&ted to the 
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legal counsel ofthe utility or their designee. The legal coimsel shall orally acknowledge the 

complaint within five working days of its receipt. The legal cotmsel shall prepare a written 

statement ofthe complaint that shall contain the name ofthe complainant and a detailed factual 

report ofthe complaint, including aU relevant dates, companies involved, employes involved, 

and the specific claim. The legal counsel shaU communicate the results ofthe preliminary 

investigation to the complainant in writing within thirty days after the complaint was received, 

including a description of any course of action that was taken. The legal counsel shall keq> a file 

in the CAM of all such complaint statements for a period of not less than three years. This 

complaint procedure shall not in any way limit the rights of a party to file a complaint with die 

Conunission. 

As described in Section H.G. above, DP&L will estabUsh a complaint procedine 
concerning compUance with the corporate separation rales. Such procedure wiU 
follow those described by this rale. 

Corporate Separation Rule OAC 4901: l-37-07f A) - TTie electric utiUty shall maintain records 

sufficient to demonstrate compUance with this chapter, and shall prodiK:e, upon reqitest of staff, 

all books, accounts, and/or other pertinent records kept by an electric utiUty or its affiUates as 

they may relate to the businesses for which corporate sq)aration is required under Section 

4928,17 of the Revised Code, including those required under section 4928.145 ofthe Revised 

Code. 

As described in Section II.H. above, DP&L wiU contply with the corporate 
separation rales relating to the exanunation of books and pertinent records. 

Corporate Separation Rule OAC 4901 :l-37-Q7(B) - The staff may investigate such elojtric utiUty 

and/or affiUate operations and the interrelationship of those operations at the staffs discr^on. 
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In addition, the employees and officers ofthe electric utiUty and its affiliates ^all be made 

available for informational interviews, at a mutuaUy agreed time and place, as required by die 

staff to ensure proper separations are being foUowed. 

As described m Section ILH. above, DP&L wiU comply with die corporate 
separation rules relating to investigating DP&L and will make available its 
employees and officers for mfoimational mt«views. 

Corporate Separation Rule OAC 4901 :l-37-07fC) - If such employees, officers, books and 

records carmot be reasonably made available to the staff in the state of Ohio, thai iqwn request 

ofthe staff, the appropriate electric utiUty or affiliate slwdl reimburse the Commission for 

reasonable travel expenses incurred. 

Section nJI. above. 

Corporate Separation Rule OAC 49Ql:l-37-08fAl - Each electric utiUty that receives products 

and/or services frv)m an affiUate and/or that provides products and/or services to an affiUate shall 

maintain information in the CAM, documenting how costs are allocated betiveaa the electric 

utility and affiliates and the regulated and nonregulated (iterations. 

See Section n.F. regarding the adoption and use of a Cost AUocation Manual by 
DP&L and its affiUates. 

Corporate Separation Rule OAC 4901 :l-37-08ffl) - The CAM wiU be maintained by the electric 
utiUty. 

See Section n.F. regarding die adoption and use of a Cost Allocation Manual by 
DP&L and its affiUates. 

Corporate Separation Rule OAC 4901:l-37-08fCl - The CAM is intended to ensure the 
Conunission that no cro^-subsidizaticm is occurring between the electric utility and its affiliates. 

See Section I1.F. regardmg the adoption and use of a Cost Alkwation Manual by 
DP&L and its affiliates. 

26 



Corporate Separation Rule OAC 4901 :l-37-08(D'> - The CAM wiU include: 

Coiporate Separation Rule OAC 4901:l-37-08fD¥l> - An organization chart of tiie holding 
company, depicting all affiliates, as well as a description of activities in which the affiUates are 
involved. 

See Section II.F. regarding the adc^tion and use of a Cost AUocaticn Manual by 
DP&L and its affiUates. 

Corporate Separation Rule OAC 4901 :l-37-Q8<T)¥21 - A description of all assets, services and 
products provided to and fiom the electric utility and its affiliates. 

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

Corporate Separation Rule OAC 4901 :l-37-08fD¥31 - All documentation including written 
agreements, accounting bulletins, procedures, work ordea* manuals, or related <fk>cum t̂s, whidi 
govern how costs are allocated between affiUates. 

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

Corporate Separation Rule OAC 4901:l-37-08(D¥4). (5) and (6) - A copy ofthe job description 
of each shared employee, A Ust of names and job summaries for shared consultants and ̂ lared 
independent contractors. A copy of all transferred employees' (from the electric utiUty to an 
affiUate or vice versa) previous and new job descriptions. 

See Section n.F. regarding die adopticm and use of a Cost AUocaticm Manual by 
DP&L and its affiliates. 

Corporate Separation Rule OAC 4901:l-37-08fD¥71 - A log of aU complaints brought to the 
utility regarding this rule. 

See Section n.F. regarding the adoption and use of a Cost Allocation Manual by 
DP&L and its affiUates, 

Corporate Separation Rule OAC 4901:l-37-08rD¥8) - A copy of the minutes of each board of 
directors meeting, where it shall be maintained for a minimum of three years. 

See Swtion n.F. regarding the adoption and use of a Cost Allocation Manual by 
DP&L and its affiUates. 
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Corporate Separation Rule OAC 4901 :l-37-08(E) - The mediod for charging costs and 
transferring assets shall be based on fully aUocated costs. 

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

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

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

Corporate Separation Rule OAC 4901 :l-37-08(G) - The electiic utility and affiUates shall 
maintain all underlying affiUate transaction information for a minimum of three years. 

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

Corporate Separation Rule OAC 4901:l-37-08(H) - Following approval of a corporate 

•

separation plan, an electric utility shall provide the director of the utilities department (car then 
designee) with a summary of any changes in the CAM at least every twelve months. 

See Section n.F. regarding the adoption and use of a Cost AUocation Manual by 
DP&L and its affiUates. 

Corporate Separation Rule OAC 4901:1-37-08(1) - Tbe compUance officer designated by the 
electric utiUty will act as a contact for the staff when staff seeks data regarding affiliate 
transactions, personnel transfera, and the sharing of employees. 

See Section n.F. regarding the adoption and use of a Cost AUocaticm Manual by 
DP&L and its affiUates. 

V. SELECTED DP&L ASSETS 

DPL Inc., dux)u^ its subsidiaries, DP&L and DPL Energy LLC (DPLE), own peakii^ 

units that provide supplementary power during times when electric consumption is peaking, 

DP&L owns Tait Units 1,2 and 3 as well some diesel peaking units scatter^ diroughout the 

Dayton metropoUtan area. DPLE owns Tait Units 4-7, which are located adjacent to Tait Units 

1 -3 and a peaking station m Mon^eUer, Indiana. Although the DP&L diesel peaking units are 
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currently in rate base, Tait Units 1 -3 were constructed after DP&L's last formal rate case, so 

DP&L is not currently earning a retum on this investment. In turn, DPI£'s Tait Units 4-7 and 

MontpeUer are not regulated assets and cannot receive rate base recovery. Under SB. 221 and 

associated rules, DP&L caimot include those generating assets constructed after its last rate case 

(i.e. Tait Units 1-3) in rate base, but is permitted to potentially earn a retum on new generating 

unit constraction. Currently, both DP&L and DPLE sell thdr power through PJM. DP&L 

intends to transfer Tait Units 1-3 to its unregulated affiliate, DPLE. 

DP&L also intends to ti-ansfer its 4.9% ownership in the Ohio VaUey Electric 

Corporation ("OVEC"), a company created in 1952 by several utiUties in the region to provide 

power to a uranium airichment facility near Portsmouth, Ohio for the Atomic Energy 

Commission ("AEC" nJca. the United States Departmait of Energy). OVEC signed a power 

agreement with the AEC, which provided for excess en«gy sales to the utilities that creaSed 

OVEC that were not ofhrawise used by the AEC. That power agreement between OVEC and 

AEC was terminated in April 2003, making die entire ou^ut of OVEC available to die owner-

utilities in proportion to their respective ownership intoest. DP&L's investment in OVEC has 

not been and is not currently in DP&L's rate base. DP&L intends to transfer Its ownership and 

contractual rights in OVEC to its unregulated affiUate, DPLE. 

VI, SPECIAL CUSTOMER SERVICES 

As a part of S, B. 221, the General Assembly approved amraidments to Revised Code 

Section 4905.31. As amended, this statute grants to pubUc utilities the audiority to enter into 

reasonable arrangements both with other pubUc utilities and with its customers for bodi the 
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provision of electric services (such as time^f-use rates or some other classification of electric 

service) or "any other financial device that may be practicable or ̂ vantageous to the parties 

interested." Any such schedule or arrangement must be filed, approved by and subgect to the 

continuing siq)ervision and regulation ofthe CommissioiL Accordingly, DP&L proposes to 

insert a new tariff provision to cover certain "special customer services" that can be provided by 

DP&L employees at the request ofthe customer. These "special customer services" include, but 

are not Umited to, the following: performing maintenance of customor el^trical faciUties; 

providing upgrades or increases to an existing service connection at the customer's request; 

locating underground cables on the customer's premises; making a generator available to a 

customer during constraction to avoid an outage. To ensure that custcxners realize that other 

i B vendors can perform th^e services, DP&L's tariff wiU state that no ̂ proved special services 

may be provided to a customer until DP&L first notffies die customs QM other siq^Uers may 

provide this same service. The rates for any fecial service shall be negotiated with die customer 

but in no case will such special services be provided at less than on a fiiUy-aUocated cost basis. 

DP&L's proposed tariff will also state that any ̂ iproved special services can be provided only, if 

their provision does not unduly interfere with DP&L's obligation to serve its custcaners. 

W 
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CDrporate Sq}aratloD 
Exhibit la 

DPL Inc. (Parent) 

1 MacGregor Park, Inc. 

Miami Valley Leasing, Inc. 

1 Diamond Development, Inc. 

DPL Energy, LLC 

Plaza Building, Uic. 

MVE,Inc. 

Miami Valley CTC, Inc. 

1 Miami Valley Resources, Inc. 

1 DPL Energy Resources Inc. 

j Miami Valley Insurance Company 

1 The Dayton Power and Light Company 

1 DPL Finance Company, Inc. 

DPL EM, LLC 

DPL RTC Mgt. Company, hic. 

DPL GTC Mgt. Company, Inc, 

Holding Company 

Owns and operates DPL's headquartos 
property at MacCjregor Park. 
Owns real estate, leases equipment, and owns 
an in tac t in a partnership, CTC of Dayton 
Partnership No. 1, which formerly provided 
transportation services to DPL Inc. and its 
subsidiaries. 
Acquires and seUs real estate int^iest for DPL 
Inc. and its subsidiaries. 
Operates peaking generation facilities and 1 
markets wholesale electric | 
Owns all of the outstanding stock of MVE, Inc. 
Does no business. 

Formerly responsible for the managemrait of 
the Company's financial asset portfoUo. Does 
no business 
Owns an interest in a g^eral partoa:8hip, CTTC 
of Dayton Partiiership No, 1, whidi formerly 
provided transportation services to DPL Inc. 
and its subsidiaries. 
Formerly a retail natural gas suppUer, it now 
performs natural gas supply management fbr 
DPL Enargy and the electric peaking plants 
Markets retail electric service in DP&L's West 
Centi:al Ohio service territory. 
Provides insurance to DPL Inc. and its 
subsidiaries. MVIC is incoiporated in the State 
of Vermont. 
Electric Company 

Provides financmg opportumties to affiUated 
companies. DPL finance Company, Inc. is 
incorporated in the Stete of Delaware. 
Set up to own and manage utiUty emissicm 
credits. Does no business. 
Formeriy owned and managed DP&L's 
regulatory transition fees, which were 
authorized by the PUCO m 2000 as part of 
deregulation. Does no business. 

Formerly owned and managed DP&L's j 



Corporate Separation 
Exhibit l a 

Miami Valley Lighting, TJC: 

DPL Capital Trust I 

1 DPL Capital Trust n 

customer transition fees, which were 
aufliorized by die PUCO in 2000 as part of 
deregulation. Does no business 
Operates a sti«et and private lighting business 
in DP&L's West Central Ohio electiic service 
territory. 
Issued and sold securities under an Amended 
and Restated Declaration of Trast dated 
3/13/00. DPL Coital Trust I is a Delaware 
business trasL Does no business. 
Issued and sold securities under an Amended 
and Rotated Declaration of Trast dated 
8/3 l/OI. DPL C£q>ital Trust H is a Delaware 
business trast. 
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Exhibits 

POLICY STATEMENT 

The undersigned has been made aware of, h ^ read and wiU follow each ofthe poUcies 

and procedures regarding limitations and restrictions on the use of non-public information of The 

Dayton Power and Light Company CDP&L") and its affiUates as contained in die Code of 

Conduct adopted by DP&L and each of its affiliates as part of DP&L's Second Amended 

Corporate Separation Plan filed widi the PubUc Utilities Commission of Ohio. The undersigned 

acknowledges that failure by the undersigned to observe these limitations MKI restrictions wiU 

result in Expropriate disciplinary action taken a^nst the undersigned. 

The undersigned has also been informed that the Cost AUocation Manual requires 

employees, as part of die Second Amended Corporate Separation Plan, to account for their time 

so that the appropriate costs and expenses can be reported and correctly accounted for. The 

undersigned has been given the opportunity to ask questions regarding the Code of Ccmduct and 

Cost Allocation Manual and understands the compUance program included therein, including the 

appropriate method in which complaints are to be handled and the appropriate persons to whom 

possible violations should be reported. The nndereigned has att^uled one or more training 

sessions offered by DP&L with regard to the uî jlementation and operation of die Sec(md 

Amended Corporate Separation Plan. 

Signature 

< • 

Printed Name 
Date: 
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GLOSSARY OF TERMS 

The following select abbreviations or acronyms are used in this Form 10-Q: 

Abbreviation or Acronym ^ Definition 

AES The AES Corporation, a global power company, the ultimate parent compg 

DPL 

AMI Advanced Metering Infrastructure 

AOCI Accumulated Other Comprehensive Income 

ARO Asset Retirement Obligation 

ASU Accoimting Standards Update 

CFTC Commodity Futures Trading Conunission 

CAA Clean Air Act 

CAIR Clean Air Interstate Rule 

CSAPR Cross-State Air Pollution Rule 

CSP Columbus Southern Power Company, a subsidiary of American Electric P( 
Company, Inc. ("AEP"). Columbus Southern Power Company merged i 
the Ohio Power Company, another subsidiary of AEP, effective Decemb 
31,2011 

CO2 Carbon Dioxide 

CCEM Customer Conservation and Energy Management 

CRES Competitive Retail Electric Service 

DPL DPL Inc. 

DPLE DPL Energy, LLC, a wholly owned subsidiary of DPL that owns and oper 
peaking generation facilities from which it makes wholesale sales 

DPLER DPL Energy Resources, Inc., a wholly owned subsidiary of DPL which sê  
competitive electric energy and other energy services 

DP&L The Dayton Power and Light Company, the principal subsidiary of DPL ai 
public utility which sells electricity to residentiak commerciaL industrial 
govemmental customers in a 6,000 square mile area of West Central Oh: 

Duke Energy Ohio, Inc., formerly The Cuicinnati Gas & Electric Compan) 
Duke Energy (CG&E) 

EIR Environmental Investment Rider 

EPS Earnings Per Share 



ESOP Employee Stock Ownership Plan 

ESP Electric Security Plans, filed with the PUCO, pursuant to Ohio law 

ESP Stipulation A Stipulation and Recommendation filed by DP&L with the PUCO on 
February 24, 2009 regarding DP&L's ESP filing pursuant to SB 221. T 
Stipulation was signed by the Staff of the PUCO, the Office ofthe Ohio 
Consumers' Counsel and various intervening parties. The PUCO appro\ 
the Stipulation on June 24, 2009. 

FASB Financial Accounting Standards Board 

FASC FASB Accounting Standards Codification 

FASC 805 FASB Accoimting Standards Codification 805, "Business Combinations" 

GLOSSARY OF TERMS (cont.) 

Abbreviation or Acronym Definition 

FERC Federal Energy Regulatory Commission 

FGD Flue Gas Desulfiirization 

Form 10-K DPL's and DP&L's combined Annual Report on Form 10-K/A for the fisc 

year ending December 31, 2011, which was filed on March 28, 2012 

FTRs Financial Transmission Rights 

GAAP Generally Accepted Accounting Principles in the United States of America 

GHG Greenhouse Gas 

IFRS Intemational Financial Reporting Standards 

kWh Kilowatt hours 

MC Squared MC Squared Energy Services, LLC, a retail electricity supplier wholly owr 
by DPLER which was purchased on Febmary 28,2011 

Merger The merger of DPL and Dolphin Sub, Inc. (a wholly owned subsidiary of./ 
in accordance with the terms ofthe Merger agreement. At the Merger da 
Dolphin Sub, Inc. was merged into DPL, leaving DPL as the surviving 
company. As a result ofthe Merger, DPL became a wholly owned subsi 
of AES. 



Merger agreement The Agreement and Plan of Merger dated April 19, 2011 among DPL, The 
Corporation ("AES"), and Dolphin Sub, Inc., a wholly owned subsidiary 
AES, whereby AES agreed to acquire DPL for $30 per share in a cash 
transaction valued at approximately $3.5 billion plus the assxmiption of $ 
billion of existing debt. Upon closing, DPL became a wholly owned 

• < / subsidiary of AES. 

Merger date November 28, 2011, the date ofthe closing ofthe merger of DPL and Dolf 
Sub, Inc., a wholly owned subsidiary of AES. 

MRO Market Rate Option, a plan available to be filed with the PUCO pursuant tc 
Ohio law 

MTM Mark to Market 

MVIC Miami Valley Insurance Company, a wholly ovraed insiu-ance subsidiary o: 
DPL that provides insurance services to DPL and its subsidiaries and, in 
some cases, insurance services to partner companies related to jointly ow 
facilities operated by DP&L 

NERC : North American Electric Reliability Corporation 

Non-bypassable Charges that are assessed to all customers regardless of whom the customei 

selects to supply its retail electric service 

NOV Notice of Violation 

NOx Nitrogen Oxide 

NPDES National Pollutant Discharge Elunination System 

NYMEX New York Mercantile Exchange 

OAQDA Ohio Air Quality Development Authority 

Ohio EPA Ohio Environmental Protection Agency 

OTC Over-The-Counter 

OVEC Ohio Valley Electric Corporation, an electric generating company in which 
DP&L holds a 4.9% equity mterest 
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GLOSSARY OF TERMS (cont) 



Abbreviation or Acronym Definition 

PJM PJM Interconnection, LLC, a regional transmission organization 

Predecessor DPL prior to November 28, 2011, the date AES acquired DPL 

PRP Potentially Responsible Party 

PUCO Public Utilities Commission of Ohio 

RSU Restricted Stock Units 

RTO Regional Transmission Organization 

RPM Reliability Pricing Model 

SB 221 Ohio Senate Bill 221, an Ohio electric energy bill that was signed by the 
Govemor on May 1, 2008 and went into effect July 31, 2008. This law 
required all Ohio distribution utilities to file either an ESP or MRO to be 
effect January 1, 2009. The law also contains, among other things, annua 
targets relating to advanced energy portfolio standards, renewable energy 
demand reduction and energy efficiency standards. 

SCR Selective Catalytic Reduction 

SEC Seciffities and Exchange Commission 

SECA Seams Elimination Charge Adjustment 

SERP Supplemental Executive Retirement Plan 

SO2 Sulfiff Dioxide 

SO3 Sulfiir Trioxide 

SSO Standard Service Offer which represents the regulated rates, authorized by t 

PUCO, charged to DP&L retail customers within DP&L's service territo 

Successor DPL after its acquisition by AES 

TCRR Transmission Cost Recovery Rider 

USEPA U.S. Envhonmental Protection Agency 

USF Universal Service Fund 

VRDN Variable Rate Demand Note 



This report includes the combined filing of DPL and DP&L. On November 28, 2011, DPL became 
a wholly owned subsidiary of AES, a global power company. Throughout this report, the terms "we," 
"us," "our" and "ours" are used to refer to both DPL and DP&L, respectively and altogether, unless 
the context indicates otherwise. Discussions or areas of this report that apply only to DPL or DP&L 
will clearly be noted in the section. 

FORWARD-LOOKING STATEMENTS 

This report includes certain "forward-looking statements" that involve many risks and 
uncertainties. Forward-looking statements express an expectation or belief and contain a projection, 
plan or assumption with regard to, among other things, our future revenues, income, expenses or 
capital structure. Such statements of fiature events or performance are not guarantees of fixture 
performance and involve estimates, assumptions and imcertainties. The words "could," "may," 
"predict," "anticipate," "would," "believe," "estimate," "expect," "forecast," "project," "objective," 
"intend," "continue," "should," "plan," and similar expressions, or the negatives thereof, are intended 
to identify forward-looking statements unless the context requires otherwise. These forward-looking 
statements are based on management's present expectations and beliefs about fiiture events. As with 
any projection or forecast, these statements are inherently susceptible to uncertainty and changes in 
circumstances. We are under no obligation to, and expressly disclaim any obligation to, update or alter 
the forward-looking statements whether as a result of such changes, new information, subsequent 
events or otherwise. If we do update one or more forward-looking statements, no inference should be 
made that we will make additional updates with respect to those or other forward-looking 
statements. 

Important factors that could cause actual results to differ materially from those reflected in such 
forward-looking statements and that should be considered in evaluating our outlook include, but are 
not limited to, the following: 

abnormal or severe weather and catastrophic weather-related damage; 

unusual maintenance or repair requirements; 

changes in fiiel costs and piu^chased power, coal, environmental emissions, natural gas and other 
commodity prices; 
volatility and changes in markets for electricity and other energy-related commodities; 

performance of our suppliers; 

increased competition and deregulation in the electric utility industry; 

increased competition in the retail generation market; 

changes in interest rates; 

state, federal and foreign legislative and regulatory initiatives that affect cost and investment recovery, 
emission levels, rate structures or tax laws; 
changes in environmental laws and regulations to which DPL and its subsidiaries are 
subject; 
the development and operation of RTOs, uicluding PJM to which DPL's operating subsidiary (DP&L) has 
given confrol of its fransmission functions; 
changes in our purchasing processes, pricuig, delays, confractor and supplier performance 
and availability; 
significant delays associated with large constmction projects; 

growth in our service territory and changes in demand and demographic patterns; 

changes in accounting rales and the effect of accounting pronouncements issued periodically by accoimting 
standard-setting bodies; 
fmancial market conditions; 



the outcomes of litigation and regulatory investigations, proceedings or inquiries; 

costs related to the Merger and the effects of any disruption from the Merger that may make 
it more difficult to maintain relationships with employees, customers, other business partners 
or government entities; and 
general economic conditions. 

All such factors are difficult to predict, contain uncertainties that may materially affect actual results, 
and many are beyond our control. See "Risk Factors" for a more detailed discussion ofthe foregoing 
and certain other factors that could cause actual results to differ materially from those reflected in such 
forward-looking statements and that should be considered in evaluating our outlook. 

You may read and copy any document we file at the SEC's public reference room located at 100 F 
Sfreet N.E., Washmgton, D.C. 20549, USA. Please call the SEC at (800) SEC-0330 for fiirther 
information on the public reference room. Our SEC filings are also available to the public from the 
SEC's website at http://virww.sec.gov. 

COMPANY WEBSITES 

DPL's pubhc internet site is http://www.dplinc.com. DP&L's public internet site is 
http://www.dpandl.com. The information on these websites is not incorporated by reference into this 
report. 

Part I — Financial Information 

This report includes the combined filing of DPL and DP&L. Throughout this report, the terms "we," 
"us," "our" and "ours" are used to refer to both DPL and DP&L, respectively and altogether, imless 
the context indicates otherwise. Discussions or areas of this report that apply only to DPL or DP&L 
witl clearly be noted in the section. 

Item 1 - Financial Statements 

http://virww.sec.gov
http://www.dplinc.com
http://www.dpandl.com
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FINANCML STATEMENTS 

DPL INC. 
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DPL INC. 
CONDENSED CONSOLIDATED STATEMENTS OF RESULTS OF OPERATIONS 

$ in millions except per share amounts 

Revenues 

Cost of revenues: 
Fuel 
Purchased power 
Amortization of intangibles 

Total cost of revenues 

Gross margin 

Three Mm iths 
September 

2012 
Successor 

$ 471.7 

112.7 
90.7 
24.2 

227.6 

244.1 

Ended 
30, 

2011 

$ 

'redecessor 

497.6 

129.0 
108.3 

-

237.3 

260.3 

Nine Months Ended 
September 30, 

2012 

Successor 

$ 1,287.7 

279.0 
265.8 

71.2 
616.0 

671.7 

2011 
Predecessor 

$ 1,411.5 

320.9 
342.7 

-

663.6 

747.9 



Operating expenses: 
Operation and maintenance 
Depreciation and amortization 
General taxes 
Goodwill impairment 

Total operating expenses 

Operating income / (loss) 

Other income / (expense), net: 
Investment income 
Interest expense 
Charge for early redemption of debt 
Other expense 

Total other income / (expense), net 

Earnings / (loss) before income tax 

Income tax expense 

Net income / (loss) 

106,6 
33,1 
15.7 

1,850.0 
2,005.4 

(1,761.3) 

1.9 
(31,1) 

(0-2) 
(29.4) 

(1,790.7) 

20.2 

$ (1,810.9) 

Average number of commoii shares outstanding (millions): 
Basic 
Diluted 

Earnings per share of common stock: 
Basic 
Diluted 

Dividends paid per share of common stock 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are unaudited. 

92.0 
35.8 
19.6 

147.4 

112.9 

0.1 
(16.8) 

(0-S) 
(17.2) 

95.7 

28.6 

312.1 
95.6 
58.7 

1,850.0 
2,316.4 

(1,644.7) 

2.2 
(93,1) 

(1-4) 
(92.3) 

67.1 S 

(1,737,0) 

40.3 

(1,777.3) 

298.2 
106.0 
64.2 

468.4 

279.5 

0.3 
(51.3) 
(15.3) 
(1-2) 

(67.5) 

212.0 

69.7 

142.3 

N/A 
N/A 

N/A 
N/A 

N/A 

$ 
$ 

$ 

115.0 
115.5 

0.58 
0.58 

0.3325 

N/A 
N/A 

N/A 
N/A 

N/A 

$ 
$ 

$ 

114.4 
115.0 

1.24 
1.24 

0.9975 
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DPL INC. 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME / (LOSS) 

Three Months Ended 
September 30, 

2012 
$ in millions Successor 

Nine Months Ended 
September 30, 

2011 2012 
Predecessor Successor 

2011 
Predecessor 



Net income / (loss) $ (1,810.9) 

Available-for-sale securities activity: 
Change in fair value of available-for-sale 
securities, net of income tax benefit / 
(expense) of $(0.1) and $0.2, respectively, 
for the three month period and $(0.3) and 
$0.2, respectively for the nine month period 0,2 

Total change in fan value of available-
for-sale securities 0.2 

Pension and postretirement activity: 
Reclassification to earnings, net of income 
tax benefit / (expense) of $0.0 and $0.1, 
respectively, for the three month period and 
$0.0 and $0.7, respectively, for the nine 
month period 

Total change in unfunded pension 
obligation 

Derivative activity: 
Change in derivative fair value net of 
income tax benefit / (expense) of $(0.3) and 
$25.9, respectively, for the three month 
period and $3.4 and $30.2, respectively, for 
the nine month period 0,3 
Reclassification of earnings, net of income 
tax benefit/ (expense) of $0.0 and $(1.0), 
respectively, for the three month period and 
$0.7 and $(1.3), respectively, for the nine 
month period -_ 

Total change in fan value of derivatives 0.3 

Other comprehensive income / (loss) 0.5 

Net comprehensive income / (loss) S (1,810,4) 

67.1 $ (1,777,3) 

(0.3) 

(0.3) 

(48.1) 

1.5 
(46.6) 

0.9 

0.9 

(46.0) 

0,5 

0.5 

(5.5) 

(0-8) 
(6.3) 

(0-1) 

(0.1) 

142.3 

(0-3) 

(0.3) 

(59.5) 

4.1 
(55.4) 

2.5 

2.5 

(5.9) 

21.1 $ (1,783.2) 

(53.2) 

89.1 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are unaudited. 
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DPL INC. 



CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
Nine Months Ended 

September 30, 

$ in millions 
Cash flows from operating activities: 

Net income / (loss) 
Adjustments to reconcile Net income to Net cash provided by 
operating activities: 

Depreciation and amortization 
Amortization of intangibles 
Amortization of debt market value adjustments 
Deferred income taxes 
Charge for early redemption of debt 
Goodwill impairment 
Recognition of deferred SECA revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid taxes 
Taxes applicable to subsequent years 
Deferred regulatory costs, net 
Accounts payable 
Accraed taxes payable 
Accrued interest payable 
Pension, retiree and other benefits 
Unamortized investment tax credit 
Insurance and claims costs 

Other 
Net cash provided by operating activities 

Cash flows from investing activities: 
Capital expenditures 
Purchase of MC Squared 
Increase in restricted cash 
Purchases of short-term investments and securities 
Sales of short-term investments and securities 
Other 

Net cash from investing activities 
14 

2012 
Successor 

$ (1,777.3) 

95.6 
71.2 

(14.2) 
(10.5) 

-
1,850.0 

(17.8) 

(10.2) 
29.5 

0.6 
59.9 
2.7 

(16.7) 
(49.4) 
25.2 
24.4 
(0.2) 
(1.3) 

(11.8) 
249.7 

(163.1) 
-

(0,4) 
-
-
-

(163.5) 

2011 
Predecessor 

$ 142.3 

106.0 
-
-

70.5 
15.3 

-
-

21.1 
(9.1) 

(27.0) 
47.7 

7.9 
(13.4) 
(58.2) 

(3.1) 
(31.7) 
(2.1) 
4.1 
3.6 

273.9 

(141.3) 
(8.3) 
(9.1) 
(1.7) 
70.9 

1.5 
(88.0) 

DPL INC. 
CONDENSED CONSOLEDATED STATEMENTS OF CASH FLOWS (cont.) 

Nine Months Ended 
- September 30, 

2012 
$ in millions Successor 

2011 
Predecessor 



Net cash from financing activities: 
Dividends paid on conunon stock 
Confributions to additional paid-in capital from parent 
Payment to former warrant holders 
Deferred finance costs 
Issuance of long-term debt 
Retirement of long-term debt 
Early redemption of Capital Trust II debt 
Premium paid for early redemption of debt 
Payment of MC Squared debt 
Withdrawals from revolving credit facilities 
Repayment of borrowing from revolving credit facilities 
Exercise of stock options 
Exercise of warrants 
Tax impact related to exercise of stock options 

Net cash from fmancing activities 

Cash and cash equivalents: 
Net change 
Balance at beginning of period 

Cash and cash equivalents at end of period 

Supplemental cash flow information: 
Interest paid, net of amounts capitalized 
Income taxes paid, net 
Non-cash fmancing and investing activities: 

Accruals for capital expenditures 
Long-term liability incurred for purchase of plant assets 

s 

$ 

s 
$ 
$ 

(45.0) 
0.3 

(9,0) 
(0.3) 

-
(0,1) 

-
-
-
-
-
-
-
-

(54.1) 

32.1 
173.5 
205.6 

=: 

78,1 
43.0 

12.5 
-

$ 

$ 
$ 

$ 
$ 

(113.8) 
-
-
-

300.0 
(297.4) 
(122.0) 

(12.2) 
(13.5) 
50.0 

(50.0) 
1.6 

14.7 
0.3 

(242.3) 

(56.4) 
124.0 
67.6 

49.4 
25.5 

14.8 
18.7 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are imaudited. 
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$ in millions 

ASSETS 

Current assets: 
Cash and cash equivalents 

DPL INC. 
CONDENSED CONSOLIDATED ] ̂ALA 

S 

JVCE SHEETS 
At 

September 30, 
2012 

Successor 

205.6 $ 

At 
December 31, 

2011 

173.5 



Resfricted cash 
Accounts receivable, net (Note 3) 
Inventories (Note 3) 
Taxes applicable to subsequent years 
Regulatory assets, current (Note 4) 
Other prepayments and current assets 

Total current assets 

Property, plant & equipment: 
Property, plant & equipment 
Less: Accumulated depreciation and amortization 

Constraction work in process 
Total net property, plant & equipment 

Other noncurrent assets: 
Regulatory assets, non-current (Note 4) 
Goodwill 
Intangible assets, net of amortization 
Other deferred assets 

Total other noncurrent assets 

Total assets 

See Notes to Condensed Consolidated Financial Statements. 
Tliese interim statements are imaudited. 
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22.6 
233.0 

96.3 
16.6 
21.8 
26.4 

622.3 

2,629.1 
(173.8) 

2,455.3 

100.1 
2,555.4 

181.3 
726.3 
75.0 
33.9 

1,016.5 

4,194.2 $ 

22.2 
219.1 
125.8 
76.5 
20.8 
30.4 

668.3 

2,360.3 
(7.5) 

2,352.8 

152.3 
2,505.1 

193.2 
2,576.3 

142.4 
51.9 

2,963.8 

6,137.2 

DPL EVC. 
CONDENSED CONSOLIDATED BALANCE SHEETS 

At At 
September 30, December 31, 

2012 2011 
$ in millions Successor 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities: 
Current portion - long-term debt (Note 6) S 0.4 $ 0.4 
Accounts payable 78.6 111.1 



Accraed taxes 
Accraed interest 
Customer security deposits 
Regulatory habilities, current (Note 4) 
Dividends payable 
Insurance and claims costs 
Other current liabilities 

Total current liabihties 

Noncurrent liabilities: 
Long-term debt (Note 6) 
Deferred taxes (Note 7) 
Taxes payable 
Regulatory liabilities, non-current (Note4) 
Pension, retiree and other benefits 
Derivative liability 
Unamortized investment tax credit 
Other deferred credits 

Total noncurrent Habilities 

Redeemable preferred stock of subsidiary 

Commitments and contingencies (Note 13) 

Common shareholder's equity: 
Common stock: 

1,500 shares authorized; 1 share issued and outstanding at 
September 30,2012 and December 31, 2011 

Other paid-in capital 
Accumulated other comprehensive loss 
Retained deficit 

Total conunon shareholder's equity 

Total liabilities and shareholder's equity 

88.9 
55.7 
15.9 

-
25,0 
12.9 
68.9 

346.3 

2,614.5 
523,3 
24.5 

117.5 
55,7 
41.1 
3.4 

73.3 
3,453.3 

63.2 
30.2 
15.9 
0.5 

-
14.2 
68.4 

303.9 

2,628.9 
542.4 
96.9 

118.6 
47.5 
46.1 

3.6 
100.2 

3,584.2 

18.4 18.4 

2,235.9 
(6,3) 

(1,853.4) 
376.2 

4,194.2 $ 

2,237.3 
(0.4) 
(6.2) 

2,230.7 

6,137.2 

See Notes to Condensed Consolidated Financial Statements. 

These interim statements are unaudited. 
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Notes to Condensed Consolidated Financial Statements (Unaudited) 

1. Overview and Summary of Significant Accounting Policies 

Description of Business 
DPL is a diversified regional energy company organized in 1985 under the laws of Ohio. DPL's two 
reportable segments are the Utility segment, comprised of its DP&L subsidiary, and the Competitive 



Retail segment, comprised of its DPLER operations, which include the operations of DPLER's wholly 
owned subsidiary MC Squared. Refer to Note 14 for more information relating to these reportable 
segments. 

On November 28, 2011, DPL was acquired by AES in the Merger and DPL became a wholly owned 
subsidiary of AES. See Note 2. 

DP&L is a public utility incorporated in 1911 under the laws of Ohio. DP&L is engaged in the 
generation, fransmission, disfribution and sale of electricity to residential, commerciaL indusfrial and 
govemmental customers in a 6,000 square mile area of West Cenfral Ohio. Electricity for DP&L's 24 
county service area is primarily generated at eight coal-fired power plants and is distributed to more 
than 500,000 retail customers. Principal indusfries served include automotive, food processing, paper, 
plastic manufacturing and defense. 

DP&L's sales reflect the general economic conditions and seasonal weather pattems ofthe 
area. DP&L sells any excess energy and capacity into the wholesale market. 

DPLER sells competitive retail elecfric service, under confract, to residential, commercial and 
indusfrial customers. DPLER's operations include those of its wholly owned subsidiary, MC 
Squared, which was acquired on Febraary 28,2011. DPLER has approximately 175,000 customers 
currently located throughout Ohio and Illinois. DPLER does not own any fransmission or generation 
assets, and all of DPLER's elecfric energy was purchased from DP&L or PJM to meet its sales 
obligations. DPLER's sales reflect the general economic conditions and seasonal weather pattems of 
the areas it serves. 

DPL's other significant subsidiaries include DPLE, which owns and operates peaking generating 
facilities from which it makes wholesale sales of elecfricity and MVIC, our captive insurance 
company that provides insurance services to us and our subsidiaries. All of DPL's subsidiaries are 
wholly owned. 

DPL also has a wholly owned business trast, DPL Capital Trast II, formed for the purpose of issuing 
trast capital securities to investors. 

DP&L's elecfric fransmission and disfribution businesses are subject to rate regulation by federal and 
state regulators while its generation business is deemed competitive under Ohio law. Accordingly, 
DP&L applies the accounting standards for regulated operations to its elecfric fransmission and 
disfribution businesses and records regulatory assets when incurred costs are expected to be recovered 
in future customer rates, and regulatory liabilities when current cost recoveries in customer rates relate 
to expected fiiture costs. 

DPL and its subsidiaries employed 1,501 people as of September 30, 2012, of which 1,443 employees 
were employed by DP&L. Approximately 52% of all employees are under a collective bargaining 
agreement which expires on October 31, 2014. 

Financial Statement Presentation 
DPL's Condensed Consohdated Financial Statements include the accounts of DPL and its wholly 
owned subsidiaries except for DPL Capital Trast II which is not consohdated, consistent with the 
provisions of GAAP. DP&L's undivided ownership interests in certain coal-fued generating plants 
are included in the financial statements at amortized cost, which was adjusted to fair value at the 
Merger date for DPL Inc. Operating revenues and expenses of these generating plants are included 
on a pro rata basis in the corresponding lines in the Condensed Consolidated Statement of 
Operations. See Note 5 for more information. 

Certain excise taxes collected from customers have been reclassified out of operating expenses in the 
2011 presentation to conform to AES' presentation of these items. These taxes are presented net 



within revenue. Certain immaterial amounts from prior periods have been reclassified to conform to 
the current reporting presentation. 
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All material intercompany accounts and fransactions are eliminated in consolidation. 

These financial statements have been prepared in accordance with GAAP for interim financial 
statements, the instractions of Form 10-Q and Regulation S-X. Accordingly, certain information and 
footnote disclosures normally included in the annual financial statements prepared in accordance 
with GAAP have been omitted from this interim report. Therefore, our interim financial statements 
in this report should be read along with the annual fmancial statements included in our Form 10-K 
for the fiscal year ended December 31, 2011. 

In the opinion of our management, the Condensed Consolidated Financial Statements presented in 
this report contain all adjustments necessary to fairly state our financial condition as of September 
30,2012; our results of operations for the three and nine months ended September 30,2012 and our 
cash flows for the nine months ended September 30, 2012 and 2011. Unless otherwise noted, all 
adjustments are normal and recurring in nature. Due to various factors, including but not limited to, 
seasonal weather variations, the timing of outages of electric generating units, changes in economic 
conditions involving commodity prices and competition, and other factors, interim results for the 
three and nine months ended September 30, 2012 may not be indicative of our results that will be 
realized for the fiill year ending December 31,2012. 

The preparation of financial statements in conformity with GAAP requires us to make estimates and 
judgments that affect the reported amounts of assets and liabilities, the disclosure of contingent assets 
and habilities, and the revenues and expenses ofthe periods reported. Actual results could differ 
from these estimates. Significant items subject to such estimates and judgments include: the 
carrying value of property, plant and equipment; unbilled revenues; the valuation of derivative 
instruments; the valuation of insurance and claims liabihties; the valuation of allowances for 
receivables and deferred income taxes; regulatory assets and habilities; reserves recorded for income 
tax exposures; litigation; contingencies; the valuation of AROs; assets and liabilities related to 
employee benefits; goodwill; and intangibles. 

On November 28, 2011, AES completed the Merger with DPL. As a result ofthe Merger, DPL is an 
indfrectly wholly owned subsidiary of AES. DPL's basis of accounting incorporates the application 
of FASC 805, "Business Combinations" (FASC 805) as ofthe date ofthe Merger. FASC 805 requires 
the acquirer to recognize and measure identifiable assets acquired and liabilities assumed at fair value 
as ofthe Merger date. DPL's Condensed Consolidated Financial Statements and accompanying 
footnotes have been segregated to present pre-merger activity as the "Predecessor" Company and 
post-merger activity as the "Successor" Company. Purchase accounting impacts, including goodwill 
recognition, have been "pushed down" to DPL, resulting in the assets and liabilities of DPL being 
recorded at thefr respective fafr values as of November 28, 2011. The purchase price allocation was 
finalized in the thud quarter of 2012. 

As a result ofthe push down accounting, DPL's Condensed Consohdated Statements of Operations 
subsequent to the Merger include amortization expense relating to purchase accounting adjustments 
and depreciation of fixed assets based upon their fafr value. Therefore, the DPL financial data prior to 
the Merger will not generally be comparable to its financial data subsequent to the Merger. 



In connection with the Merger, DPL remeasured the carrying amount of all of its assets and liabilities 
to fafr value, which resulted in the recognition of approximately $2,576.3 miUion of goodwill (see 
Note 2), assigned to DPL's two reporting units, DPLER and the DP&L Reporting Unit, which 
includes DP&L and other entities. FASC 350, "Intangibles - Goodwill and Other," requfres that 
goodwill be tested for impairment at the reporting unit level at least annually or more frequently if 
unpairment indicators are present. In evaluating the potential impairment of goodwill, we make 
estimates and assumptions about revenue, operating cash flows, capital expenditures, growth rates and 
discount rates based on our budgets and long term forecasts, macroeconomic projections, and current 
market expectations of returns on similar assets. There are friherent uncertainties related to these 
factors and management's judgment in applying these factors. Generally, the fafr value of a reporting 
unit is determined using a discounted cash flow valuation model. We could be requfred to evaluate 
the potential impairment of goodwiU outside ofthe requfred annual assessment process if we 
experience situations, including but not limited to: deterioration in general economic conditions; 
changes to our operating or regulatory envfronment; increased competitive envfronment; increase in 
fljel costs particularly when we are unable to pass its effect to customers; negative or declining cash 
flows; loss of a key confract or customer, particularly when we are unable to replace it on equally 
favorable terms; or adverse actions or assessments by a regulator. These types of events and the 
resulting analyses could result in goodwill impairment expense, which could substantially affect our 
results of operations for those periods. In the thfrd quarter of 2012, we recorded an impairment charge 
of $1,850.0 million against the goodwiU at DPL's DP&L Reporting Unit. See Note 15 for more 
information. 
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As part ofthe purchase accounting, values were assigned to various intangible assets, including 
customer relationships, customer confracts and the value of our ESP. 

Sale of Receivables 
In the first quarter of 2012, DPLER began selling receivables from DPLER customers in Duke 
Energy's territory to Duke Energy. These sales are at face value for cash at the billed amounts for 
DPLER customers' use of energy. There is no recourse or any other continuing involvement 
associated with the sold receivables. Total receivables sold during the three and nine months ended 
September 30, 2012 were $6.1 million and $11.3 million, respectively. 

Property, Plant and Equipment 
We record our ownership share of our undivided interest in jointly-held plants as an asset in property, 
plant and equipment. Property, plant and equipment are stated at cost. For regulated fransmission and 
distribution property, cost includes dfrect labor and material, allocable overhead expenses and an 
allowance for funds used during constraction (AFUDC). AFUDC represents the cost of borrowed 



fimds and equity used to finance regulated constraction projects. For non-regulated property, cost also 
includes capitalized interest. Capitalization of AFUDC and interest ceases at either project 
completion or at the date specified by regulators. AFUDC and capitalized interest was $0.9 million 
and $1.1 mihion during the three months and $3.4 million and $3.5 million during the nine months 
ended September 30,2012 and 2011, respectively. 

For umegulated generation property, cost includes dfrect labor and materiaL allocable overhead 
expenses and interest capitalized during constraction using the provisions of GAAP relating to the 
accounting for capitalized interest. 

For substantially all depreciable property, when a unit of property is retfred, the original cost of that 
property less any salvage value is charged to Accumulated depreciation and amortization. 

Property is evaluated for impairment when events or changes in cfrcumstances indicate that its 
carrying amount may not be recoverable. 

Intangibles 
Intangibles include emission allowances, renewable energy credits, customer relationships, customer 
confracts and the value of our ESP. Emission allowances are carried on a first-in, ffrst-out (FIFO) 
basis for purchased emission allowances. In addition, we recorded emission allowances at thefr fafr 
value as ofthe Merger date. Net gains or losses on the sale of excess emission allowances, 
representing the difference between the sales proceeds and the cost of emission allowances, are 
recorded as a component of our fiiel costs and are reflected in Operating income when 
realized. During the nine months ended September 30, 2012 and 2011, DPL had no gains from the 
sale of emission allowances. Beginning in January 2010, part ofthe gains on emission allowances 
were used to reduce the overall fiiel rider charged to our SSO retail customers. 

Customer relationships recognized as part ofthe purchase accounting associated with the Merger are 
amortized over ten to seventeen years and customer confracts are amortized over the average length of 
the confracts. The ESP is amortized over one year on a sfraight-line basis. Emission allowances are 
amortized as they are used in our operations on a FIFO basis. Renewable energy credits are amortized 
as they are used or retfred. 

Prior to the Merger date, emission aUowances and renewable energy credits were carried as 
inventory. Emission allowances and renewable energy credits are now carried as intangibles in 
accordance with AES' policy. Tbe amounts for 2011 have been reclassified to reflect this change in 
presentation. 

Accounting for Taxes Collected from Customers and Remitted to Governmental Authorities 
DPL collects certain excise taxes levied by state or local governments from its customers. Prior to the 
Merger date, certain excise and other taxes were recorded gross. Effective on the Merger date, these 
taxes are accounted for on a net basis and recorded as a reduction in revenues for presentation in 
accordance with AES policy. The amounts for the three months ended September 30,2012 and 2011 
were $13.8 miUion and $14.3 million, respectively. The amounts for the nine months ended 
September 30,2012 and 2011 were $38.5 miUion and $39.9 milhon, respectively. The 2011 amounts 
were reclassified to conform to this presentation. 
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Share-Based Compensation 
We measure the cost of employee services received and paid with equity instruments based on the 
fafr-value of such equity insfrument on the grant date. This cost is recognized in results of operations 
over the period that employees are requfred to provide service. Liability awards are initially recorded 
based on the fafr-value of equity instraments and are to be re-measured for the change in stock price at 
each subsequent reporting date until the liability is ultimately settled. The fafr-value for employee 
share options and other similar instruments at the grant date are estimated using option-pricing models 
and any excess tax benefits are recognized as an addition to paid-in capital. The reduction in income 
taxes payable from the excess tax benefits is presented in the Condensed Consolidated Statements of 
Cash Flows within Cash flows from financing activities. As a result ofthe Merger (see Note 2), 
vesting of all DPL share-based awards was accelerated as ofthe Merger date, and none are in 
existence at September 30, 2012. 

Recently Issued Accounting Standards 

Offsetting Assets and Liabilities 
In December 2011, the FASB issued ASU 2011-11 "Disclosures about Offsettfrig Assets and 
Liabilities" (ASU 2011-11) effective for interim and annual reporting periods beginning on or after 
January 1, 2013. We expect to adopt this ASU on January 1, 2013. This standard updates FASC 
Topic 210, "Balance Sheet." ASU 2011-11 updates the disclosures for financial instraments and 
derivatives to provide more fransparent information around the offsetting of assets and 
liabilities. Entities are requfred to disclose both gross and net information about both instruments and 
fransactions eligible for offset in the statement of financial position and/or subject to an agreement 
similar to a master netting agreement. We do not expect these new rales to have a material impact on 
our overaU results of operations, financial position or cash flows. 

Testing Indefinite-Lived Intangible Assets for Impairments 
In July 2012, the FASB issued ASU 2012-02 "Testing Indefinite-Lived Intangible Assets for 
Impairmenf (ASU 2012-02) effective for interim and annual impairment tests performed for fiscal 
years beginning after September 15,2012. We expect to adopt this ASU on January 1, 2013. This 
standard updates FASC Topic 350, "Intangibles-Goodwill and Other." ASU 2012-02 permits an 
entity ffrst to assess qualitative factors to determine whether it is more likely than not that an 
indefinite-lived intangible asset is impafred as a basis for determining whether it is necessary to 
perform the quantitative impairment test in accordance with FASC Subtopic 350-30. After adoption, 
we do not expect these new rales to have a material impact on our overall results of operations, 
financial position or cash flows. 

Recently Adopted Accounting Standards 

Fair Value Disclosures 
hi May 2011, the FASB issued ASU 2011-04 "Fafr Value Measurements" (ASU 2011-04) effective 
for interim and annual reporting periods beginning after December 15, 2011. We adopted this ASU 
on January 1, 2012. This standard updates FASC 820, "Fafr Value Measurements." ASU 2011-04 
essentially converges US GAAP guidance on fafr value with the IFRS guidance. The ASU requfres 
more disclosures around Level 3 inputs. It also increases reporting for financial instruments disclosed 
at fafr value but not recorded at fafr value and provides clarification of blockage factors and other 
premiums and discounts. These new rales did not have a material effect on our overall results of 
operations, financial position or cash flows. 

Comprehensive Income 
In June 2011, the FASB issued ASU 2011-05 "Presentation of Comprehensive Income" (ASU 2011-
05) effective for interim and annual reporting periods beginning after December 15, 2011. We 
adopted this ASU on January 1,2012. This standard updates FASC 220, "Comprehensive 
Income." ASU 2011-05 essentially converges US GAAP guidance on the presentation of 
comprehensive income with the IFRS guidance. The ASU requfres the presentation of comprehensive 
income in one continuous financial statement or two separate but consecutive statements. Any 



reclassification adjustments from other comprehensive income to net income are requfred to be 
presented on the face ofthe Statement of Comprehensive Income. These new rales did not have a 
material effect on our overall results of operations, financial position or cash flows. 

GoodwiU Impairment 
hi September 2011, the FASB issued ASU 2011-08 "Testing GoodwiU for Impairment" (ASU 2011-
08) effective for interim and annual reporting periods beginning after December 15, 2011. We 
adopted this ASU on January 1, 2012. This standard updates FASC 350, "Intangibles-Goodwill and 
Other." ASU 2011-08 aUows an entity to fust test Goodwill using qualitative factors to determine if it 
is more likely than not that the fafr value of a 
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reporting unit has been impafred; if so, then the two-step unpairment test is performed. We wiU 
incorporate these new requfrements in our fiiture goodwill impairment testing. 

Derivative gross vs. net presentation - Following the acquisition of DPL in November 2011 by AES, 
DPL began presenting its derivative positions on a gross basis in accordance with AES policy. This 
change has been reflected in the 2011 balance sheet contained in these statements. 

2. Business Combination 

On November 28,2011, AES completed its acquisition of DPL. AES paid cash consideration of 
approximately $3,483.6 million. The allocation ofthe purchase price was based on the estimated fafr 
value of assets acqufred and habUities assumed. In addition. Dolphin Subsidiary II, Inc. (a wholly 
owned subsidiary of AES) issued $1,250.0 miUion of debt, which, as a result ofthe merger of DPL 
and Dolphin Subsidiary II, Inc. was assumed by DPL. The assets acqufred and liabilities assumed in 
the acquisition were recorded at estimated amounts based on the purchase price aUocation. We 
finalized the allocation ofthe purchase price in the thfrd quarter of 2012. 

From November 28, 2011 through September 30,2012, we recognized the foUowing changes to our prelimfriary 
purchase price allocation: 

Decrease / (increase) 
to preliminary goodwill 

$ in millions 

Property, plant and equipment ̂ '̂  
DPLER intangibles ''̂ ^ 
Out of market coal confract '̂ ^ 
Deferred tax liabilities '̂'̂  
Regulatory assets ^̂^ 
Taxes payable ^̂^ 
Other 

Change before 
deferred income 

tax effect 

(70.7) 
(19.1) 
(34.2) 

-
15.4 
13.1 

1.0 
(94.5) 

$ 

$ 

Deferred income 
tax effect 

25.5 
6.7 

12.0 
(20.7) 

-
(16.0) 

-
7.5 



Net (increase) in goodwill (87.0) 

'̂̂  related to refined information associated with certain confractual 
arrangements, grovrth and ancillary revenue assumptions. 
'̂ ^ related to refined market and confractual information. 
'̂ ^ related to a change in certain assumptions related to an out of 
market coal confract. 
^̂^ related to an assessment of our overaU deferred tax habilities on 
regulated property, plant and equipment. 
'̂ -' related to the increase in deferred taxes discussed in (4) above. 
'̂'̂  related to the fmal DPL Inc. standalone federal tax retum. 

These purchase price adjustments increased the provisionally recognized goodwill by $87.0 milhon 
and have been reflected refrospectively as of December 31,2011 in the accompanying Condensed 
Consolidated Balance Sheets. The effect on net income for the nine months ended September 30, 
2012 of $8.7 miUion was recorded in the second and thfrd quarters. The effect on net income for the 
period November 28, 2011 through December 31,2011 was not material. 
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Estimated preliminary and final fafr value of assets acqufred and liabilities assumed as ofthe Merger 
date are as foUows: 

$ in millions 
Final purchase 
price allocation 

Cash 
Restricted cash 
Accounts receivable 
Inventory 
Other current assets 
Property, plant and equipment 
Intangible assets subject to amortization 
Intangible assets - indefinite-lived 
Regulatory assets 
Other non-current assets 
Current liabilities 
Debt 
Deferred taxes 
Regulatory liabilities 
Other non-current liabilities 
Redeemable preferred stock 
Net identifiable assets acqufred 
GoodwUl 
Net assets acqufred 

Preliminary 
purchase price 

allocation 
116.4 $ 
18.5 

277.6 
123.7 
37.3 

2,477.8 
147.2 

5.0 
217.1 

58.3 
(413.1) 

(1,255.1) 
(551.2) 
(117.0) 
(216.8) 

(18.4) 
907.3 

2,576.3 
3,483.6 $ 

116.4 
18.5 

277.6 
123.7 
37.3 

2,548.5 
166.3 

5.0 
201.1 

58.3 
(408.2) 

(1,255.1) 
(558.2) 
(117.0) 
(201.5) 

(18.4) 
994.3 

2,489.3 
3,483.6 



3. Supplemental Financial Information 

$ in millions 

At 
September 30, 

2012 

At 
December 31, 

2011 
Successor 

Accounts receivable, net: 
Unbilled revenue 
Customer receivables 
Amounts due from partners in jointly-owned plants 
Coal sales 
Other 

. Provision for uncollectible accounts 
Total accounts receivable, net 

62.0 $ 
31.8 
16.5 
4.5 

19.4 
(1.2) _ 

72.4 
113.2 
29.2 

1.0 
4.4 

(1.1) 
233.0 $ 219.1 

Inventories, at average cost: 
Fuel, limestone and emission allowances 
Plant materials and supplies 
Other 

Total inventories, at average cost 

53.6 $ 
40.7 

2.0 

84.2 
39.8 

1.8 
96.3 $ 125.8 
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Accumulated Other Comprehensive Income / (Loss) 
AOCI is included on our balance sheets within the Common shareholders' equity sections. The following table 
provides the components that constitute the balance sheet amounts in AOCI at September 30, 2012 and December 
31,2011 : 

$ in millions 

At 
September 30, 

2012 

At 
December 31, 

2011 
Successor 

Financial Instruments 
Cash flow hedges 
Pension and posfretfrement benefits 

Total 

0.5 
(6.8) 

$ 
(0.5) 
0.1 

(6.3) $ (0.4) 



4. Regulatory Assets and Liabilities 

In accordance with GAAP, regulatory assets and liabilities are recorded in the Condensed 
Consolidated Balance Sheets for our regulated elecfric fransmission and disfribution 
businesses. Regulatory assets are the deferral of costs expected to be recovered in fiiture customer 
rates and regulatory liabilities represent current recovery of expected future costs or gains probable of 
being reflected in future rates. 

We evaluate our regulatory assets each period and believe that recovery of these assets is 
probable. We have received or requested a return on certain regulatory assets for which we are 
currently recovering or seeking recovery through rates. We record a retum after it has been 
authorized in an order by a regulator. 

Regulatory assets and liabilities are classified as current or non-current based on the term in which 
recovery is expected. 
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The foUowing table presents DPL's regulatory assets and liabilities: 

$ in millions 

Current regulatory assets: 
TCRR, transmission, ancillary and 
other PJM-related costs 
Power plant emission fees 
Fuel and purchased power recovery 
costs 

Total regulatory assets - current 

Non-current regulatory assets: 
Deferred recoverable income taxes 
Pension benefits 
Unamortized loss on reacqufred debt 
Regional fransmission organization 
costs 
Deferred storm costs - 2008 
CCEM smart grid and advanced 
metering infrastructure costs 
CCEM energy efficiency program 
costs 
Consumer education campaign 
RetaU settlement system costs 
Other costs 

Total regulatory assets - non-current 

Type of 
Recovery (a) 

F 
C 

C 

B/C 
C 

c 
D 
D 

Amortization 
through 

Ongoing 
Ongoing 

Ongoing 

Ongoing 
Ongoing 
Ongoing 

2014 

Ai 

$ 

$ 

$ 

t September 
30, 2012 

At December 
31, 

Successor 

6.3 
(0.3) 

15.8 
21.8 

37.0 
87.1 
12.2 

3.0 
18.7 

$ 

$ 

$ 

2011 

4.7 
4.8 

11.3 
20.8 

39.5 
92.1 
13.0 

4.1 
17.9 

D 

F 
D 
D 

Ongoing 

6,6 

5.9 
3.0 
3.1 
4,7 

6.6 

3.0 
3.1 
5.1 

181.3 $ 193.2 



Current regulatory liabilities: 
Other 

Total regulatory liabilities - current 

Non-current regulatory liabilities: 
Estimated costs of removal - regulated 
property 
Posfretfrement benefits 
Other 

Total regulatory habilities - non-
current 

0.5 
0.5 

111.6 $ 
5,6 
0.3 

112.4 
6.2 

-

117.5 $ 118.6 

f^i) B - Balance has an offsetting liability resulting in no effect on rate base. 

C - Recovery of incurred costs without a rate of retum. 
D — Recovery not yet determined, but is probable of occurring in fiiture rate proceedings. 
F—Recovery of incurred costs plus rate of retum. 

Regulatory Assets 

TCRR, fransmission. ancillary and other PJM-related costs represent the costs related to fransmission, 
ancillary service and other PJM-related charges that have been incurred as a member of PJM. On an 
annual basis, retail rates are adjusted to trae-up costs with recovery in rates. 

Power plant emission fees represent costs paid to the State of Ohio since 2002. As part ofthe fiiel 
factor settlement agreement in November 2011, these costs are being recovered through the fiiel 
factor. 
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Fuel and purchased power recovery costs represent pradently incurred fiiel, purchased power, 
derivative, emission and other related costs which will be recovered from or returned to customers in 
the fiiture through the operation ofthe fiiel and purchased power recovery rider. The fiiel and 
purchased power recovery rider fluctuates based on actual costs and recoveries and is modified at the 
start of each seasonal quarter. DP&L implemented the fuel and purchased power recovery rider on 
January 1, 2010. As part ofthe PUCO approval process, an outside auditor is hfred to review fuel 
costs and the fiiel procurement process. We received the audit report for 2011 on April 27,2012. The 
auditor has recommended that the PUCO consider reducing DP&L's recovery of fuel costs by 
approximately $3.3 million from certain fransactions. On October 4,2012, we filed testimony on this 
issue and a hearing is scheduled in November 2012 before a hearing examiner. A decision is expected 



in the fourth quarter of 2012. As of September 30,2012, we believe the entfre amount is 
recoverable. 

Deferred recoverable income taxes represent deferred income tax assets recognized from the 
normalization of flow through items as the result of tax benefits previously provided to 
customers. This is the cumulative flow through benefit given to regulated customers that wUl be 
collected from them in future years. Since currently existing temporary differences between the 
financial statements and the related tax basis of assets will reverse in subsequent periods, these 
deferred recoverable income taxes will decrease over time. 

Pension benefits represent the qualifying FASC 715 "Compensation - Retfrement Benefits" costs of 
our regulated operations that for ratemaking purposes are deferred for fiiture recovery. We recognize 
an asset for a plan's overfimded status or a liability for a plan's underfunded status, and recognize, as 
a component of other comprehensive income (OCI), the changes in the fimded status ofthe plan that 
arise during the year that are not recognized as a component of net periodic benefit cost. This 
regulatory asset represents the regulated portion that would otherwise be charged as a loss to OCI. 

Unamortized loss on reacqufred debt represents losses on long-term debt reacqufred or redeemed fri 
prior periods. These costs are being amortized over the lives ofthe original issues in accordance with 
FERC and PUCO rales. 

Regional fransmission organization costs represent costs incurred to join an RTO. The recovery of 
these costs will be requested in a future FERC rate case. In accordance with FERC precedence, we 
are amortizing these costs over a 10-year period that began in 2004 when we joined the PJM RTO. 

Deferred storm costs - 2008 relate to costs incurred to repafr the damage caused by hurricane force 
winds in September 2008, as weU as other major 2008 storms. On January 14, 2009, the PUCO 
granted DP&L the authority to defer these costs with a retum until such time that DP&L seeks 
recovery in a future rate proceeding. 

CCEM smart grid and AMI costs represent costs incurred as a result of studying and developing 
disfribution system upgrades and implementation of AMI. On October 19,2010, DP&L elected to 
withdraw its case pertainuig to the Smart Grid and AMI programs. The PUCO accepted the 
withdrawal in an order issued on January 5, 2011. The PUCO also indicated that it expects DP&L to 
continue to monitor other utUities' Smart Grid and AMI programs and to explore the potential benefits 
of investing in Smart Grid and AMI programs and that DP&L wiU, when appropriate, file new Smart 
Grid and/or AMI busuiess cases fri the fiiture. We plan to file to recover these deferred costs in a 
fiiture regulatory rate proceeding. Based on past PUCO precedent, we believe these costs are 
probable of fiiture recovery in rates. 

CCEM energv efficiency program costs represent costs incurred to develop and frnplement various 
new customer programs addressing energy efficiency. These costs are being recovered through an 
energy efficiency rider (EER) that began July 1, 2009 and is subject to a two-year trae-up for any 
over/under recovery of costs. On April 29, 2011, DP&L filed to trae-up the EER which was 
approved by the PUCO on October 18, 2011. DP&L plans to make its next trae-up filing on or before 
April 30, 2013. 

Consumer education campaign represents costs for consumer education advertising regarding elecfric 
deregulation. DP&L will be seeking recovery of these costs as part of our next disfribution rate case 
filing at the PUCO. The timing of such a filing has not yet been determined. 

Retail settlement system costs represent costs to implement a retail settlement system that reconciles 
the energy a CRES supplier delivers to its customers and what its customers actually use. Based on 
case precedent in other utilities' cases, the costs are recoverable through a fiiture DP&L rate 
proceeding. 

28 



Other costs primarily include RPM capacity, other PJM and rate case costs and alternative energy 
costs that are or will be recovered over various periods. 

Regulatory Liabilities 

Estimated costs of removal - regulated property reflect an estimate of amounts collected m customer 
rates for costs that are expected to be incurred in the future to remove existing fransmission and 
disfribution property from service when the property is retfred. 

Posfretfrement benefits represent the qualifying FASC 715 "Compensation - Retfrement Benefits" 
gains related to our regulated operations that, for ratemaking purposes, are probable of being reflected 
in future rates. We recognize an asset for a plan's overfimded status or a liability for a plan's 
underfimded status, and recognize, as a component of OCI, the changes in the funded status ofthe 
plan that arise during the year that are not recognized as a component of net periodic benefit 
cost. This regulatory liability represents the regulated portion that would otherwise be reflected as a 
gain to OCI. 

Pending Regulatory Activity 

On August 10,2012, DP&L filed with the PUCO for an accounting order for permission to defer 
operation and maintenance costs as a result of damage caused by storms occurring during the final 
weekend of June 2012. The deferral request is for disfribution expense incurred for these storms. The 
deferral would earn a retum equal to the carrying cost of debt (5.86%) until these costs are recovered 
from customers. On October 19, 2012, DP&L amended its filing to change the method of calculating 
the deferral. If PUCO approval is received, DP&L will defer approximately $5.8 million of costs 
associated with these storms. 

5. Ownership of Coal-fired Facilities 

DP&L has undivided ownership interests in seven coal-ffred elecfric generating facilities and 
numerous fransmission facilities with certain other Ohio utilities. Certain expenses, primarily fiiel 
costs for the generating stations, are allocated to the owners based on thefr energy usage. The 
remaining expenses, investments in fuel inventory, plant materials and operating supplies, and capital 
additions are allocated to the owners fri accordance with thefr respective ownership interests. As of 
September 30, 2012, DP&L had $31.0 million of constraction work in process at such jouitly-owned 
facilities. DP&L's share ofthe operating cost of such facilities is included within the corresponding 
line fri the Condensed Consohdated Statements of Results of Operations and DP&L's share ofthe 
investment in the facilities is included withfrt Total net property, plant and equipment in the 
Condensed Consolidated Balance Sheets. Each joint owner provides thefr own financing for thefr 
share ofthe operations and capital expenditures of the jointly owned station. 
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DP&L's undivided ownership interest in such facUities as well as our wholly owned coal-ffred 
Hutchings station at September 30, 2012 is as follows: 

DP&L Investment 

Jointly-owned production 
stations: 

Beckjord Unit 6 
Conesville Unit 4 
East Bend Station 
Killen Station 
Miami Fort Units 7 and 8 
Stuart Station 
Zimmer Station 
Transmission (at varying 
percentages) 
Total 

Wholly-owned production 
station: 

Hutchings Station 

DP&L 

Ownership 
(%) 

50.0 
16.5 
31.0 
67.0 
36.0 
35.0 
28.1 

100.0 

,Share 

Summer 
Production 
Capacify 

(MW) 

207 
129 
186 
402 
368 
808 
365 

n/a 
2,465 

365 

( 

$ 

$ 

$ 

(adjusted to fair value at Merger 

aross Plant 
Ul Service 

($iQ 
miUions) 

1 
42 
11 

316 
217 
206 
182 

35 
1,010 

-

Accumulated 
Depreciation 

($fri 
millions) 

$ 1 
4 
6 

15 
9 

16 
27 

2 
$ 80 

$ 

Constraction 

$ 

$ 

$ 

Work in 
Process 

($in 
millions) 

8 
1 
4 
3 

12 
3 

-
31 

-

date) 
SCR and 

FGD 
Equipment 
InstaUed 
and in 

Service 
(Yes/No) 

No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

No 

Currently, our coal-ffred generation units at Hutchings and Beckjord do not have SCR and FGD 
emission-confrol equipment installed. DP&L owns 100% ofthe Hutchings station and has a 50% 
interest in Beckjord Unit 6. On July 15, 2011, Duke Energy, a co-owner at the Beckjord Unit 6 
facility, filed thefr Long-term Forecast Report with the PUCO. The plan indicated that Duke Energy 
plans to cease production at the Beckjord station, including our jointly owned Unit 6, in December 
2014. This was foUowed by a notification by Duke Energy to PJM, dated Febraary 1, 2012, of a 
planned April 1, 2015 deactivation of this unit. DP&L does not object to Duke's decision. Beckjord 
Unit 6 was valued at zero at the Merger date. 

We are considering options for the Hutchings station, but have not yet made a fmal decision. DP&L 
has informed PJM that Hutchings Unit 4 has incurred damage to a rotor and will be deactivated and 
unavailable for service until at least June 1, 2014, if not indeterminately. In addition, DP&L has 
notified PJM that Hutchings Units 1 and 2 wiU be deactivated by June 1, 2015. The decision to 
deactivate Units 1 and 2 has been made because these two units are not equipped with the advanced 
envfronmental confrol technologies needed to comply with the MACT standard, which was renamed 
MATS (Mercury Afr Toxics Standard) when the rale was issued final on December 16,2011, and the 
cost of compliance with the MATS standard or conversion to natural gas for these units would likely 
exceed the expected retum. DP&L is still studying the option of converting two or more of 
Hutchings Units 3-6 to natural gas in order to comply with envfronmental requfrements. 



DPL revalued DP&L's investment in the above plants at the estimated fafr value for each plant at the 
Merger date. 
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6. Debt Obligations 

All debt outstanding at the Merger date was revalued at the estimated fafr value. 

Long-term debt 

$ in miUions 

Ffrst mortgage bonds maturing in October 2013 - 5.125% 
Pollution confrol series maturing in January 2028 - 4.70% 
Pollution confrol series maturing in January 2034 - 4.80% 
Pollution confrol series maturing in September 2036 - 4.80% 
PoUution confrol series maturing in November 2040 

- variable rates: 0.04% - 0.26% and 0.06% - 0.32% (a) 
U.S. Government note maturing in Febraary 2061 - 4.20% 
Capital lease obligation 
Total long-term debt at subsidiary 

Bank Term Loan 
- variable rates: 2.22% - 2.30% and 1.48% - 4.25% (b) 

Senior unsecured bonds maturing October 2016 - 6.50% 
Senior unsecured bonds maturing October 2021 - 7.25% 
Note to DPL Capital Trust II maturing in September 2031 - 8.125% 
Total long-term debt 

At September 30, 
2012 

$ 489.4 
36.1 

179.6 
96.2 

100.0 
18.4 
0.2 

At December 31, 
2011 

$ 503.6 
36.1 

179.6 
96.2 

100.0 
18.5 
0.4 

919.9 934.4 

425.0 
450.0 
800.0 

19.6 
2,614.5 $ 

425.0 
450.0 
800.0 

19.5 
2,628.9 

Current portion - long-term debt 

$ in millions 

U.S. Government note maturing fri Febraary 2061 
Capital lease obligation 
Total current portion - long-term debt - DPL 

4.20% 

At September 30, At December 31, 
2012 2011 

$ 0.1 $ 
0.3 
0.4 $ 

0.1 
0.3 
0.4 



(a) Range of interest rates for the nine months ended September 30, 2012 and the twelve months ended December 31, 2011, 
respectively. 

(b) Range of interest rates for the nine months ended September 30, 2012 and from the draw-down ofthe loan in August 2011 
through December 31, 2011, respectively. 
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At September 30,2012, maturities of long-term debt, including capital lease obligations, 
are summarized as follows: 

$ in millions ^ 

Due within one year 
Due within two years 
Due within three years 
Due within four years 
Due within five years 
Thereafter 

Total maturities 

Unamortized adjustments to market value from purchase accounting 
Total long-term debt 

Premiums or discounts recognized at the Merger date are amortized over the life ofthe debt using the 
effective interest method. 

On December 4, 2008, the OAQDA issued $100.0 million of collateralized, variable rate Revenue 
Refimding Bonds Series A and B due November 1, 2040. fri turn, DP&L borrowed these fimds from 
the OAQDA and issued corresponding Ffrst Mortgage Bonds to support repayment ofthe fimds. The 
payment of principal and interest on each series ofthe bonds when due is backed by a standby letter of 
credit issued by JPMorgan Chase Bank, N.A. This letter of credit facility, which expfres in December 
2013, is irrevocable and has no subjective acceleration clauses. Fees associated with this letter of 
credit facility were not material during the three and nine months ended September 30, 2012 and 
2011. 

On April 20, 2010, DP&L entered into a $200.0 million unsecured revolving credit agreement with a 
syndicated bank group. This agreement is for a three year term expfring on April 20,2013 and 
provides DP&L with the ability to increase the size ofthe facility by an additional $50.0 
million. DP&L had no outstanding borrowings under this credit facility at September 30,2012 and 
December 31, 2011. Fees associated with this revolving credit facility were not material during the 
three and nine months ended September 30, 2012 and 2011. This facUity also contains a $50.0 
million letter of credit sublimit. As of September 30, 2012, DP&L had no outstanding letters of credit 
against this facility. 

$ 

s 

0.4 
895.3 

0.1 
0.1 

450.1 
1,252.9 
2,598.9 

16.0 
2,614.9 



On February 23,2011, DPL purchased $122.0 milhon principal amount of DPL Capital Trast II 
8.125% capital securities fri a privately negotiated fransaction. As part of this fransaction, DPL paid a 
premium of $12.2 million, or 10%. Debt issuance costs and unamortized debt discount totaling $3.1 
mUlion associated with this debt were expensed in Febraary 2011 in conjunction with this 
fransaction. 

On March 1, 2011, DP&L completed the purchase of $18.7 miUion of elecfric fransmission and 
distribution assets from the federal government that are located at the Wright-Patterson Afr Force 
Base. DP&L fmanced the acquisition of these assets with a note payable to the federal government 
that is payable monthly over 50 years and bears interest at 4.2% per aimum. 

On August 24, 2011, DP&L entered into a $200.0 million unsecured revolving credit agreement with 
a syndicated bank group. This agreement is for a four year term expfring on August 24, 2015 and 
provides DP&L with the ability to increase the size ofthe facility by an additional $50.0 
million. DP&L had no outstanding borrowings under this credit facility at September 30, 2012 and 
December 31,2011. F^es associated with this revolving credit facihty were not material during the 
three and nine months ended September 30,2012 and 2011. This facility also contains a $50.0 
milhon letter of credit sublimit. As of September 30,2012, DP&L had no outstanding letters of credit 
against this facility. 

On August 24, 2011, DPL entered into a $125.0 million unsecured revolving credit agreement with a 
syndicated bank group. This agreement is for a three year term expfring on August 24, 2014. The 
size ofthe facility was reduced from $125.0 million to $75.0 million as part of an amendment dated 
October 19,2012 that was negotiated between DPL and the syndicated bank group. DPL had no 
outstanding borrowings under this credit 
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facility at September 30, 2012 andDecember31,2011. Fees associated with this revolving credit 
facility were not material during the three and nine months ended September 30, 2012. This facUity 
may also be used to issue letters of credit up to the $75.0 million limit. As of September 30,2012, 
DPL had no outstanding letters of credit against this facility. 

On August 24, 2011, DPL entered into a $425.0 million unsecured term loan agreement with a 
syndicated bank group. This agreement is for a three year term expfring on August 24, 2014. On 
October 19,2012, DPL and the syndicated bank group approved an amendment, which reduced the 
size ofthe facility from $125.0 million to $75 million and modified certain covenants in the 
facility. DPL has borrowed the entfre $425.0 million available under the facility at September 30, 
2012. Fees associated with this term loan were not material during the three and nine months ended 
September 30, 2012. 

DPL's unsecured revolving credit agreement and DPL's unsecured term loan each have two financial 
covenants, one of which was changed as part of amendments, dated October 19,2012, to the facilities 
negotiated between DPL and the syndicated bank groups. The first financial covenant, originally a 
Total Debt to Capitalization ratio, was changed, effective September 30,2012, to a Total Debt to 
EBITDA ratio. The Total Debt to EBITDA ratio is calculated, at the end of each fiscal quarter, by 
dividuig total debt at the end ofthe current quarter by consolidated EBITDA for the four prior fiscal 
quarters. 

The second financial covenant is an EBITDA to Interest Expense ratio. The EBITDA to Interest 
Expense ratio is calculated, at the end of each fiscal quarter, by dividing consolidated eamings before 
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GLOSSARY OF TERMS 

The following select abbreviations or acronyms are used in this Form 10-Q: 

Abbreviation or Acronym Definition 

AES The AES Corporation, a global power company, the ultimate parent compE 

DPL 

AMI Advanced Metering Infrastracture 

AOCI Accumulated Other Comprehensive Income 

ARO Asset Retfrement Obligation 

ASU Accounting Standards Update 

CFTC Commodity Futures Trading Commission 

CAA Clean Afr Act 

CAIR Clean Afr Interstate Rule 

CSAPR. Cross-State Afr Pollution Rule 

CSP Columbus Southem Power Company, a subsidiary of American Elecfric Pc 
Company, Inc. ("AEP"). Columbus Southem Power Company merged i 
the Ohio Power Company, another subsidiary of AEP, effective Decemb 
31,2011 

CO2 Carbon Dioxide 

CCEM Customer Conservation and Energy Management 

CRES Competitive RetaU Electric Service 

DPL DPL Mc. 

DPLE DPL Energy, LLC, a wholly owned subsidiary of DPL that owns and oper 
peaking generation facilities from which it makes wholesale sales 

DPLER DPL Energy Resources, Inc., a wholly owned subsidiary of DPL which se. 
competitive electric energy and other energy services 

DP&L The Dayton Power and Light Company, the principal subsidiary of DPL ai 
public utility which sells electricity to residential, commercial, indusfrial 
governmental customers fri a 6,000 square mile area of West Cenfral Oh 

, Duke Energy Ohio, Inc., formerly The Cincinnati Gas & Elecfric Company 
Duke Energy (CG&E) 

EIR Envfronmental Investment Rider 

EPS Eamings Per Share 



ESOP Employee Stock Ownership Plan 

ESP Elecfric Security Plans, filed with the PUCO, pursuant to Ohio law 

ESP Stipulation A Stipulation and Recommendation filed by DP&L with the PUCO on 
Febraary 24,2009 regarding DP&L's ESF filing pursuant to SB 221. T 
Stipulation was signed by the Staff of the PUCO, the Office ofthe Ohio 
Consumers' Counsel and various intervening parties. The PUCO appro\ 
the Stipulation on June 24,2009. 

FASB Financial Accounting Standards Board 

FASC FASB Accounting Standards Codification 

FASC 805 FASB Accountuig Standards Codification 805, "Business Combinations" 

GLOSSARY OF TERMS (cont.) 

Abbreviation or Acronym Definition 

FERC Federal Energy Regulatory Commission 

FGD Flue Gas Desulfiirization 

Form 10-K DPL's and DP&L's combined Armual Report on Form 10-K/A for the fisc 

year ending December 31, 2011, which was filed on March 28, 2012 

FTRs Financial Transmission Rights 

GAAP Generally Accepted Accounting Principles in the United States of America 

GHG Greenhouse Gas 

IFRS Intemational Financial Reporting Standards 

kWh Kilowatt hours 

MC Squared MC Squared Energy Services, LLC, a retail electricity supplier wholly owr 
by DPLER which was purchased on Febraary 28, 2011 

Merger The merger of DPL and Dolphin Sub, Inc. (a wholly owned subsidiary of i' 
in accordance with the terms ofthe Merger agreement. At the Merger dz 
Dolphin Sub, Inc. was merged frito DPL, leaving DPL as the surviving 
company. As a result ofthe Merger, DPL became a wholly owned subsi 
ofAES. 



Merger agreement The Agreement and Plan of Merger dated April 19, 2011 among DPL, The 
Corporation ("AES"), and Dolphin Sub, Inc., a wholly owned subsidiary 
AES, whereby AES agreed to acqufre DPL for $30 per share in a cash 
fransaction valued at approximately $3.5 biUion plus the assumption of $ 
billion of existing debt. Upon closing, DPL became a wholly owned 
subsidiary of AES. 

Merger date November 28, 2011, the date ofthe closing ofthe merger of DPL and Dolf 
Sub, Inc., a whoUy owned subsidiary of AES. 

MRO Market Rate Option, a plan available to be filed with the PUCO pursuant tc 
Ohio law 

MTM Mark to Market 

MVIC Miami Valley Insurance Company, a wholly owned insurance subsidiary o: 
DPL that provides insurance services to DPL and its subsidiaries and, in 
some cases, insurance services to partner companies related to jointly ow 
facilities operated by DP&L 

NERC North American Electric Reliability Corporation 

Non-bypassable Charges that are assessed to aU customers regardless of whom the customei 

selects to supply its retail electric service 

NOV Notice of Violation 

NOx Nifrogen Oxide 

NPDES National Pollutant Discharge Elimination System 

NYMEX New York Mercantile Exchange 

OAQDA Ohio Afr Quality Development Authority 

Ohio EPA Ohio Envfronmental Protection Agency 

OTC Over-The-Counter 

OVEC Ohio Valley Elecfric Corporation, an elecfric generating company in which 
DP&L holds a 4.9% equity interest 
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GLOSSARY OF TERMS (cont) 



Abbreviation or Acronym Definition 

PJM PJM Interconnection, LLC, a regional fransmission organization 

Predecessor DPL prior to November 28,2011, the date AES acqufred DPL 

PRP Potentially Responsible Party 

PUCO Public Utilities Commission of Ohio 

RSU Restiicted Stock Units 

RTO Regional Transmission Organization 

RPM Reliability Pricing Model 

SB 221 Ohio Senate BiU 221, an Ohio elecfric energy biU that was signed by the 
Govemor on May 1, 2008 and went into effect July 31, 2008. This law 
requfred all Ohio distribution utUities to file either an ESP or MRO to be 
effect January 1, 2009. The law also contains, among other things, annua 
targets relating to advanced energy portfoho standards, renewable energy 
demand reduction and energy efficiency standards. 

SCR Selective Catalytic Reduction 

SEC Securities and Exchange Commission 

SECA Seams Elimfriation Charge Adjustment 

SERP Supplemental Executive Retfrement Plan 

SO2 Sulfiir Dioxide 

SO3 Sulfur Trioxide 

SSO Standard Service Offer which represents the regulated rates, authorized by t 

PUCO, charged to DP&L retaU customers within DP&L's service territo 

Successor DPL after its acquisition by AES 

TCRR Transmission Cost Recovery Rider 

USEPA U.S. Envfronmental Protection Agency 

USF Universal Service Fund 

VRDN Variable Rate Demand Note 



This report includes the combfried filing of DPL and DP&L. On November 28, 2011, DPL became 
a wholly ovmed subsidiary of AES, a global power company. Throughout this report, the terms "we," 
"us," "our" and "ours" are used to refer to both DPL and DP&L, respectively and altogether, unless 
the context indicates otherwise. Discussions or areas of this report that apply only to DPL or DP&L 
will clearly be noted in the section. 

FORWARD-LOOKING STATEMENTS 

This report includes certain "forward-looking statements" that uivolve many risks and 
uncertainties. Forward-looking statements express an expectation or belief and contain a projection, 
plan or assumption with regard to, among other things, our future revenues, income, expenses or 
capital stracture. Such statements of fiiture events or performance are not guarantees of future 
performance and involve estimates, assumptions and uncertainties. The words "could," "may," 
"predict," "anticipate," "would," "believe," "estimate," "expect," "forecast," "project," "objective," 
"intend," "continue," "should," "plan," and similar expressions, or the negatives thereof, are mtended 
to identify forward-looking statements unless the context requfres otherwise. These forward-looking 
statements are based on management's present expectations and beliefs about fiiture events. As with 
any projection or forecast, these statements are inherently susceptible to uncertainty and changes in 
cfrcumstances. We are under no obligation to, and expressly disclaim any obligation to, update or alter 
the forward-looking statements whether as a result of such changes, new information, subsequent 
events or otherwise. If we do update one or more forward-looking statements, no inference should be 
made that we will make additional updates with respect to those or other forward-looking 
statements. 

Important factors that could cause actual results to differ materially from those reflected in such 
forward-looking statements and that should be considered in evaluating our outlook include, but are 
not limited to, the following: 

abnormal or severe weather and catasfrophic weather-related damage; 

unusual maintenance or repafr requfrements; 

changes in fiiel costs and purchased power, coal, envfronmental emissions, natural gas and other 
commodity prices; 
volatility and changes in markets for elecfricity and other energy-related commodities; 

performance of our suppliers; 

increased competition and deregulation in the elecfric utility industry; 

increased competition in the retail generation market; 

changes in interest rates; 

state, federal and foreign legislative and regulatory initiatives that affect cost and investment recovery, 
emission levels, rate structures or tax laws; 
changes in envfronmental laws and regulations to which DPL and its subsidiaries are 
subject; 
the development and operation of RTOs, including PJM to which DPL's operating subsidiary (DP&L) has 
given confrol of its fransmission fiinctions; 
changes in our purchasing processes, pricing, delays, confractor and supplier performance 
and avaUabihty; 
significant delays associated with large constraction projects; 

growth in our service territory and changes in demand and demographic pattems; 

changes in accounting rules and the effect of accounting pronouncements issued periodically by accounting 
standard-setting bodies; 
financial market conditions; 



the outcomes of litigation and regulatory investigations, proceedings or inqufries; 

costs related to the Merger and the effects of any disraption from the Merger that may make 
it more difficult to maintain relationships with employees, customers, other business partners 
or government entities; and 
general economic conditions. 

All such factors are difficult to predict, contain uncertainties that may materially affect actual results, 
and many are beyond our confrol. See "Risk Factors" for a more detailed discussion ofthe foregoing 
and certain other factors that could cause actual results to differ materially from those reflected in such 
forward-looking statements and that should be considered in evaluating our outlook. 

You may read and copy any document we file at the SEC's public reference room located at 100 F 
Sfreet N.E., Washfrigton, D.C. 20549, USA. Please caU the SEC at (800) SEC-0330 for fiuther 
information on the public reference room. Our SEC filings are also available to the public from the 
SEC's website at http://www.sec.gov. 

COMPANY WEBSITES 

DPL's public intemet site is http://www.dplinc.com. DP&L's public internet site is 
http://www.dpandl.com. The information on these websites is not incorporated by reference into this 
report. 

Part I - Financial Information 

This report includes the combined filing of DPL and DP&L. Throughout this report, the terms "we," 
"us," "our" and "ours" are used to refer to both DPL and DP&L, respectively and altogether, unless 
the context indicates otherwise. Discussions or areas of this report that apply only to DPL or DP&L 
will clearly be noted in the section. 

Item 1 - Financial Statements 

http://www.sec.gov
http://www.dplinc.com
http://www.dpandl.com


10 

FINANCLVL STATEMENTS 

DPL INC. 
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DPL INC. 
CONDENSED CONSOLIDATED STATEMENTS OF RESULTS OF OPERATIONS 

$ in millions except per share amounts 

Revenues 

Cost of revenues: 
Fuel 
Purchased power 
Amortization of intangibles 

Total cost of revenues 

Gross margin 

Three Months Ended 
September 30, 

2012 
Successor 

$ 471,7 

112.7 
90,7 
24.2 

227,6 

244,1 

2011 
Predecessor 

$ 497.6 

129.0 
108.3 

-

237.3 

260.3 

Nine Months Ended 
September 30, 

2012 
Successor 

S 1,287.7 

279.0 
265.8 

71.2 

616.0 

671.7 

2011 
Predecessor 

$ 1,411.5 

320.9 
342.7 

-

663.6 

747.9 



Operating expenses: 
Operation and maintenance 
Depreciation and amortization 
General taxes 
Goodwill impairment 

Total operating expenses 

Operating income / (loss) 

Other income / (expense), net: 
Investment income 
Interest expense 
Charge for early redemption of debt 
Other expense 

Total other income / (expense), net 

Earnings / (loss) before income tax 

Income tax expense 

Net income / (loss) 

106,6 
33.1 
15.7 

1,850.0 
2,005.4 

(1,761.3) 

1.9 
(31.1) 

(0-2) 
(29.4) 

(1,790.7) 

20.2 

$ (1,810,9) 

Average number of common shares outstanding (millions): 
Basic N/A 
Diluted N/A 

Earnings per share of common stock: 
Basic N/A 
Diluted N/A 

Dividends paid per share of common stock N/A 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are unaudited. 

92.0 
35.8 
19.6 

147.4 

112.9 

0.1 
(16.8) 

(0-5) 
(17.2) 

95.7 

28.6 

115.0 
115.5 

0.58 
0.58 

0.3325 

312,1 
95.6 
58.7 

1,850.0 
2,316.4 

(1,644.7) 

2.2 
(93.1) 

(1-4) 

J9231 

(1,737.0) 

40.3 

67.1 S (1,777.3) 

N/A 

298.2 
106.0 
64.2 

468.4 

279.5 

0.3 
(51.3) 
(15.3) 
(1-2) 

(67.5) 

212.0 

69.7 

142.3 

N/A 
N/A 

N/A 
N/A 

$ 
$ 

114.4 
115.0 

1.24 
1.24 

0.9975 
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DPL INC. 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME / (LOSS) 

Three Months Ended 
September 30, 

2012 
$ in millions Successor 

Nine Months Ended 
September 30, 

2011 2012 
Predecessor Successor 

2011 
Predecessor 



Net income / (loss) $ (1,810.9) 

Available-for-sale securities activity: 
Change in fafr value of available-for-sale 
securities, net of income tax benefit / 
(expense) of $(0.1) and $0.2, respectively, 
for the three month period and $(0.3) and 
$0.2, respectively for the nine month period 0.2 

Total change in fafr value of available-
for-sale securities 0.2 

Pension and postretirement activity: 
Reclassification to eamings, net of income 
tax benefit / (expense) of $0.0 and $0.1, 
respectively, for the three month period and 
$0.0 and $0.7, respectively, for the nine 
month period 

Total change in unfunded pension 
obligation 

Derivative activity: 
Change in derivative fafr value net of 
income tax benefit / (expense) of $(0.3) and 
$25.9, respectively, for the three month 
period and $3.4 and $30.2, respectively, for 
the nine month period 0.3 
Reclassification of eamings, net of income 
tax benefit / (expense) of $0.0 and $(1.0), 
respectively, for the three month period and 
$0.7 and $(1.3), respectively, for the nine 
month period -_ 

Total change in fafr value of derivatives 0.3 

Other comprehensive income / (loss) 0.5 

Net comprehensive income / (loss) $ (1,810.4) 

67.1 $ (1,777.3) 

(0.3) 

(0.3) 

(48.1) 

1.5 
(46.6) 

0.9 

0.9 

(46.0) 

0.5 

0.5 

(5,5) 

JMl 
(6.3) 

(0-1) 

(0,1) 

(5,9) 

142.3 

(0-3) 

(0.3) 

(59.5) 

4.1 
(55.4) 

2.5 

2.5 

21.1 $ (1,783,2) 

(53.2) 

89.1 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are unaudited. 
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DPL EVC, 



CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
Nine Months Ended 

September 30, 

$ in millions 
Cash flows from operating activities: 

Net income / (loss) 
Adjustments to reconcile Net income to Net cash provided by 
operating activities: 

Depreciation and amortization 
Amortization of intangibles 
Amortization of debt market value adjustments 
Deferred income taxes 
Charge for early redemption of debt 
Goodwill impairment 
Recognition of deferred SECA revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid taxes 
Taxes applicable to subsequent years 
Deferred regulatory costs, net 
Accounts payable 
Accraed taxes payable 
Accraed interest payable 
Pension, retfree and other benefits 
Unamortized investment tax credit 
Insurance and claims costs 

Other 
Net cash provided by operating activities 

Cash flows from investing activities: 
Capital expenditures 
Purchase of MC Squared 
Increase in resfricted cash 
Purchases of short-term investments and securities 
Sales of short-term investments and securities 
Other 

Net cash from investing activities 
14 

2012 
Successor 

$ (1,777.3) 

2011 
Predecessor 

$ 142.3 

95.6 
71.2 

(14.2) 
(10.5) 

-
1,850.0 

(17,8) 

(10,2) 
29,5 

0.6 
59,9 
2,7 

(16,7) 
(49,4) 
25,2 
24.4 
(0.2) 
(1.3) 

(11.8) 
249.7 

(163.1) 
-

(0,4) 
-
-
-

(163.5) 

106.0 
-
-

70.5 
15.3 

-
-

21.1 
(9.1) 

(27.0) 
47.7 

7.9 
(13.4) 
(58.2) 
(3.1) 

(31.7) 
(2.1) 
4.1 
3.6 

273.9 

(141.3) 
(8.3) 
(9.1) 
(1.7) 
70.9 

1.5 
(88.0) 

DPL INC. 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (cont) 

Nine Months Ended 
September 30, 

2012 
$ in miUions Successor 

2011 
Predecessor 



Net cash from financing activities: 
Dividends paid on common stock 
Contributions to additional paid-in capital from parent 
Payment to former warrant holders 
Deferred fmance costs 
Issuance of long-term debt 
Retfrement of long-term debt 
Early redemption of Capital Trast II debt 
Premium paid for early redemption of debt 
Payment of MC Squared debt 
Withdrawals from revolving credit facilities 
Repayment of borrowing from revolving credit facilities 
Exercise of stock options 
Exercise of warrants 
Tax impact related to exercise of stock options 

Net cash from fmancing activities 

Cash and cash equivalents: 
Net change 
Balance at beginning of period 

Cash and cash equivalents at end of period 

Supplemental cash flow information: 
Interest paid, net of amounts capitalized 
Income taxes paid, net 
Non-cash financing and investing activities: 

Accraals for capital expenditures 
Long-term liabihty incurred for purchase of plant assets 

$ 

$ 
$ 

s 
s 

(45.0) 
0.3 

(9.0) 
(0.3) 

-
(0,1) 

-
-
-
-
-
-
-
-

(54,1) 

32,1 
173.5 
205.6 

78.1 
43.0 

12.5 
-

$ 

$ 
$ 

$ 
$ 

(113.8) 
-
-
-

300.0 
(297.4) 
(122.0) 
(12.2) 
(13.5) 
50.0 

(50.0) 
1.6 

14.7 
0.3 

(242.3) 

(56.4) 
124.0 
67.6 

49.4 
25.5 

14.8 
18.7 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are unaudited. 
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$ in millions 

ASSETS 

Current assets: 
Cash and cash equivalents 

DPL INC. 
CONDENSED CONSOLIDATED 1 BAL.4 

S 

LNCE SHEETS 
At 

September 30, 
2012 

Successor 

205.6 $ 

At 
December 31, 

2011 

173.5 



Resfricted cash 
Accounts receivable, net (Note 3) 
Inventories (Note 3) 
Taxes applicable to subsequent years 
Regulatory assets, current (Note 4) 
Other prepayments and current assets 

Total current assets 

Property, plant & equipment: 
Property, plant & equipment 
Less: Accumulated depreciation and amortization 

Constraction work in process 
Total net property, plant & equipment 

Other noncurrent assets: 
Regulatory assets, non-current (Note 4) 
Goodwill 
Intangible assets, net of amortization 
Other deferred assets 

Total other noncuixent assets 

Total assets 

See Notes to Condensed Consolidated Financial Statements. 
These interim statements are imaudited. 
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22,6 
233,0 
96.3 
16.6 
21.8 
26.4 

622.3 

2,629.1 
(173.8) 

2,455.3 

100.1 
2,555.4 

181.3 
726.3 
75.0 
33.9 

1,016.5 

4,194.2 $ 

22.2 
219.1 
125.8 
76.5 
20.8 
30.4 

668.3 

2,360.3 
(7.5) 

2,352.8 

152.3 
2,505.1 

193.2 
2,576.3 

142.4 
51.9 

2,963.8 

6,137.2 

DPL INC. 
CONDENSED CONSOLEDATED BALANCE SHEETS 

At At 
September 30, December 31, 

2012 2011 
$ in miUions Successor 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities: 
Current portion - long-term debt (Note 6) $ 0.4 $ 0.4 
Accounts payable 78.6 111.1 



Accraed taxes 
Accraed interest 
Customer security deposits 
Regulatory liabilities, current (Note 4) 
Dividends payable 
Insurance and claims costs 
Other current liabilities 

Total current habilities 

Noncurrent liabilities: 
Long-term debt (Note 6) 
Deferred taxes (Note 7) 
Taxes payable 
Regulatory liabUities, non-current (Note4) 
Pension, retfree and other benefits 
Derivative liability 
Unamortized investment tax credit 
Other deferred credits 

Total noncurrent liabilities 

Redeemable preferred stock of subsidiary 

Commitinents and contingencies (Note 13) 

Common shareholder's equity: 
Common stock: 

1,500 shares authorized; 1 share issued and outstanding at 
September 30, 2012 and December 31, 2011 

Other paid-in capital 
Accumulated other comprehensive loss 
Retained deficit 

Total common shareholder's equity 

Total liabilities and shareholder's equity 

88.9 
55.7 
15.9 

-
25.0 
12.9 
68.9 

346.3 

2,614.5 
523.3 
24.5 

117.5 
55.7 
41.1 
3.4 

73.3 
3,453.3 

63.2 
30.2 
15.9 
0.5 

-
14.2 
68.4 

303.9 

2,628.9 
542.4 
96.9 

118.6 
47.5 
46.1 

3.6 
100.2 

3,584.2 

18.4 18.4 

2,235.9 
(6.3) 

(1,853,4) 
376,2 

4,194.2 $ 

2,237.3 
(0.4) 
(6.2) 

2,230.7 

6,137.2 

See Notes to Condensed Consolidated Financial Statements. 

These interim statements are imaudited. 
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Notes to Condensed Consolidated Financial Statements (Unaudited) 

1. Overview and Summary of Significant Accounting Policies 

Description of Business 
DPL is a diversified regional energy company organized in 1985 under the laws of Ohio. DPL's two 
reportable segments are the UtUity segment, comprised of its DP&L subsidiary, and the Competitive 



Retail segment, comprised of its DPLER operations, which include the operations of DPLER's wholly 
owned subsidiary MC Squared. Refer to Note 14 for more information relating to these reportable 
segments. 

On November 28, 2011, DPL was acqufred by AES in the Merger and DPL became a wholly owned 
subsidiary of AES. See Note 2. 

DP&L is a pubUc utility incorporated in 1911 under the laws of Ohio. DP&L is engaged in the 
generation, fransmission, disfribution and sale of electricity to residential, commercial, indusfrial and 
govemmental customers in a 6,000 square mile area of West Cenfral Ohio. Electricity for DP&L's 24 
county service area is primarily generated at eight coal-ffred power plants and is disfributed to more 
than 500,000 retail customers. Principal industries served include automotive, food processing, paper, 
plastic manufacturing and defense. 

DP&L's sales reflect the general economic conditions and seasonal weather pattems ofthe 
area. DP&L seUs any excess energy and capacity into the wholesale market. 

DPLER sells competitive retail electric service, under confract, to residential, commercial and 
indusfrial customers. DPLER's operations include those of its wholly owned subsidiary, MC 
Squared, which was acqufred on Febraary 28, 2011. DPLER has approximately 175,000 customers 
currently located throughout Ohio and Illinois. DPLER does not own any fransmission or generation 
assets, and all of DPLER's elecfric energy was purchased from DP&L or PJM to meet its sales 
obligations. DPLER's sales reflect the general economic conditions and seasonal weather pattems of 
the areas it serves. 

DPL's other significant subsidiaries include DPLE, which owns and operates peaking generating 
facilities from which it makes wholesale sales of elecfricity and MVIC, our captive insurance 
company that provides insurance services to us and our subsidiaries. All of DPL's subsidiaries are 
wholly owned. 

DPL also has a wholly owned business frust, DPL Capital Trust II, formed for the purpose of issuing 
trast capital securities to investors. 

DP&L's electric fransmission and disfribution businesses are subject to rate regulation by federal and 
state regulators while its generation business is deemed competitive under Ohio law. Accordingly, 
DP&L applies the accounting standards for regulated operations to its elecfric fransmission and 
distribution businesses and records regulatory assets when incurred costs are expected to be recovered 
in fiiture customer rates, and regulatory liabUities when current cost recoveries in customer rates relate 
to expected future costs. 

DPL and its subsidiaries employed 1,501 people as of September 30, 2012, of which 1,443 employees 
were employed by DP&L. Approximately 52% of all employees are under a collective bargaining 
agreement which expfres on October 31, 2014. 

Financial Statement Presentation 
DPL's Condensed Consohdated Financial Statements include the accounts of DPL and its wholly 
owned subsidiaries except for DPL Capital Trust II which is not consohdated, consistent with the 
provisions of GAAP. DP&L's undivided ownership interests in certain coal-ffred generating plants 
are included in the financial statements at amortized cost, which was adjusted to fafr value at the 
Merger date for DPL Inc. Operating revenues and expenses of these generating plants are included 
on a pro rata basis in the corresponding lines in the Condensed Consolidated Statement of 
Operations. See Note 5 for more information. 

Certain excise taxes collected from customers have been reclassified out of operating expenses in the 
2011 presentation to conform to AES' presentation of these items. These taxes are presented net 



withfri revenue. Certain immaterial amounts from prior periods have been reclassified to conform to 
the current reporting presentation. 
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All material intercompany accounts and fransactions are eliminated in consolidation. 

These financial statements have been prepared in accordance with GAAP for interim financial 
statements, the instractions of Form 10-Q and Regulation S-X. Accordingly, certain information and 
footnote disclosures normally included in the annual financial statements prepared in accordance 
with GAAP have been omitted from this interim report. Therefore, our interim financial statements 
in this report should be read along with the annual financial statements included in our Form 10-K 
for the fiscal year ended December 31,2011. 

In the opinion of our management, the Condensed Consolidated Financial Statements presented in 
this report contain all adjustments necessary to fafrly state our fmancial condition as of September 
30, 2012; our results of operations for the three and nine months ended September 30, 2012 and our 
cash flows for the nine months ended September 30, 2012 and 2011. Unless otherwise noted, aU 
adjustments are normal and recurring in nature. Due to various factors, including but not limited to, 
seasonal weather variations, the timing of outages of electric generating imits, changes in economic 
conditions involving commodity prices and competition, and other factors, interim results for the 
three and nine months ended September 30, 2012 may not be indicative of our results that will be 
realized for the fiiU year ending December 31,2012. 

The preparation of financial statements in conformity with GAAP requfres us to make estimates and 
judgments that affect the reported amounts of assets and liabilities, the disclosure of contingent assets 
and liabilities, and the revenues and expenses ofthe periods reported. Actual results could differ 
from these estimates. Significant items subject to such estimates and judgments include: the 
canying value of property, plant and equipment; unbilled revenues; the valuation of derivative 
fristruments; the valuation of insurance and claims liabilities; the valuation of allowances for 
receivables and deferred income taxes; regulatory assets and liabilities; reserves recorded for income 
tax exposures; litigation; contingencies; the valuation of AROs; assets and liabilities related to 
employee benefits; goodwiU; and intangibles. 

On November 28,2011, AES completed the Merger with DPL. As a result ofthe Merger, DPL is an 
indfrectly wholly owned subsidiary of AES. DPL's basis of accounting incorporates the apphcation 
of FASC 805, "Business Combinations" (FASC 805) as ofthe date ofthe Merger. FASC 805 requfres 
the acqufrer to recognize and measure identifiable assets acqufred and liabilities assumed at fafr value 
as ofthe Merger date. DPL's Condensed Consolidated Financial Statements and accompanying 
footnotes have been segregated to present pre-merger activity as the "Predecessor" Company and 
post-merger activity as the "Successor" Company. Purchase accounting impacts, including goodwill 
recognition, have been "pushed down" to DPL, resulting in the assets and liabihties of DPL being 
recorded at thefr respective fafr values as of November 28,2011. The purchase price allocation was 
finalized in the thfrd quarter of 2012. 

As a result ofthe push down accounting, DPL's Condensed Consolidated Statements of Operations 
subsequent to the Merger include amortization expense relating to purchase accounting adjustments 
and depreciation of fixed assets based upon thefr fafr value. Therefore, the DPL financial data prior to 
the Merger wiU not generally be comparable to its financial data subsequent to the Merger. 



In connection with the Merger, DPL remeasured the carrying amount of all of its assets and liabilities 
to fair value, which resulted in the recognition of approximately $2,576.3 million of goodwill (see 
Note 2), assigned to DPL's two reporting units, DPLER and the DP&L Reporting Unit, which 
includes DP&L and other entities. FASC 350, "Intangibles - Goodwill and Other," requfres that 
goodwill be tested for impairment at the reporting unit level at least annually or more frequently if 
impairment indicators are present. In evaluating the potential impairment of goodwill, we make 
estimates and assumptions about revenue, operating cash flows, capital expenditures, growth rates and 
discount rates based on our budgets and long term forecasts, macroeconomic projections, and current 
market expectations of returns on similar assets. There are inherent uncertainties related to these 
factors and management's judgment in applying these factors. Generally, the fafr value of a reporting 
unit is determined using a discounted cash flow valuation model. We could be requfred to evaluate 
the potential impairment of goodwUl outside ofthe requfred annual assessment process if we 
experience situations, including but not limited to: deterioration fri general economic conditions; 
changes to our operating or regulatory envfronment; increased competfrive envfronment; increase in 
fuel costs particularly when we are unable to pass its effect to customers; negative or declining cash 
flows; loss of a key confract or customer, particularly when we are unable to replace it on equally 
favorable terms; or adverse actions or assessments by a regulator. These types of events and the 
resulting analyses could result in goodwUl impairment expense, which could substantially affect our 
results of operations for those periods. In the thfrd quarter of 2012, we recorded an impairment charge 
of $ 1,850.0 mUlion against the goodwiU at DPL's DP&L Reportfrig Unit. See Note 15 for more 
information. 
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As part ofthe purchase accounting, values were assigned to various intangible assets, including 
customer relationships, customer confracts and the value of our ESP. 

Sale of Receivables 
In the first quarter of 2012, DPLER began selling receivables from DPLER customers in Duke 
Energy's territory to Duke Energy. These sales are at face value for cash at the billed amounts for 
DPLER customers' use of energy. There is no recourse or any other continuing involvement 
associated with the sold receivables. Total receivables sold during the three and nine months ended 
September 30, 2012 were $6.1 milhon and $11.3 miUion, respectively. 

Property, Plant and Equipment 
We record our ownership share of our undivided interest in jointly-held plants as an asset in property, 
plant and equipment. Property, plant and equipment are stated at cost. For regulated fransmission and 
disfribution property, cost includes dfrect labor and materiaL allocable overhead expenses and an 
aUowance for funds used during constraction (AFUDC). AFUDC represents the cost of borrowed 



fiinds and equity used to finance regulated constraction projects. For non-regulated property, cost also 
includes capitahzed interest. Capitalization of AFUDC and interest ceases at either project 
completion or at the date specified by regulators. AFUDC and capitalized interest was $0.9 million 
and $1.1 million during the three months and $3.4 miUion and $3.5 million during the nine months 
ended September 30,2012 and 2011, respectively. 

For unregulated generation property, cost includes dfrect labor and material, allocable overhead 
expenses and interest capitalized during constraction using the provisions of GAAP relating to the 
accounting for capitalized interest. 

For substantially all depreciable property, when a unit of property is retfred, the original cost of that 
property less any salvage value is charged to Accumulated depreciation and amortization. 

Property is evaluated for impafrment when events or changes in cfrcumstances indicate that its 
canying amount may not be recoverable. 

Intangibles 
Intangibles include emission allowances, renewable energy credits, customer relationships, customer 
confracts and the value of our ESP. Emission allowances are carried on a ffrst-in, first-out (FIFO) 
basis for purchased emission aUowances. In addition, we recorded emission allowances at thefr fafr 
value as ofthe Merger date. Net gains or losses on the sale of excess emission allowances, 
representing the difference between the sales proceeds and the cost of emission allowances, are 
recorded as a component of our fiiel costs and are reflected in Operating income when 
realized. During the nine months ended September 30, 2012 and 2011, DPL had no gains from the 
sale of emission allowances. Beginning in January 2010, part ofthe gains on emission aUowances 
were used to reduce the overall fiiel rider charged to our SSO retail customers. 

Customer relationships recognized as part ofthe purchase accounting associated with the Merger are 
amortized over ten to seventeen years and customer confracts are amortized over the average length of 
the confracts. The ESP is amortized over one year on a sfraight-line basis. Emission allowances are 
amortized as they are used in our operations on a FIFO basis. Renewable energy credits are amortized 
as they are used or retfred. 

Prior to the Merger date, emission allowances and renewable energy credits were carried as 
friventory. Emission allowances and renewable energy credits are now carried as intangibles in 
accordance with AES' policy. The amounts for 2011 have been reclassified to reflect this change in 
presentation. 

Accounting for Taxes Collected from Customers and Remitted to Governmental Authorities 
DPL collects certain excise taxes levied by state or local governments from its customers. Prior to the 
Merger date, certain excise and other taxes were recorded gross. Effective on the Merger date, these 
taxes are accounted for on a net basis and recorded as a reduction in revenues for presentation in 
accordance with AES policy. The amounts for the three months ended September 30, 2012 and 2011 
were $13.8 million and $14.3 million, respectively. The amounts for the nine months ended 
September 30,2012 and 2011 were $38.5 miUion and $39.9 milhon, respectively. The 2011 amounts 
were reclassified to conform to this presentation. 
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Share-Based Compensation 
We measure the cost of employee services received and paid with equity insfruments based on the 
fair-value of such equity instrument on the grant date. This cost is recognized in results of operations 
over the period that employees are requfred to provide service. Liability awards are initially recorded 
based on the fafr-value of equity insfruments and are to be re-measured for the change in stock price at 
each subsequent reporting date until the liability is ultimately settled. The fafr-value for employee 
share options and other sfrnUar instruments at the grant date are estimated using option-pricing models 
and any excess tax benefits are recognized as an addition to paid-in capital. The reduction in income 
taxes payable from the excess tax benefits is presented in the Condensed Consolidated Statements of 
Cash Flows within Cash flows from financing activities. As a result ofthe Merger (see Note 2), 
vesting of aU DPL share-based awards was accelerated as ofthe Merger date, and none are in 
existence at September 30, 2012. 

Recently Issued Accounting Standards 

Offsetting Assets and Liabilities 
bi December 2011, the FASB issued ASU 2011-11 "Disclosures about Offsetting Assets and 
Liabilities" (ASU 2011-11) effective for interim and annual reporting periods beginning on or after 
January 1, 2013. We expect to adopt this ASU on January 1, 2013. This standard updates FASC 
Topic 210, "Balance Sheet." ASU 2011-11 updates the disclosures for financial instruments and 
derivatives to provide more fransparent information around the offsetting of assets and 
liabilities. Entities are requfred to disclose both gross and net information about both instruments and 
fransactions eligible for offset in the statement of financial position and/or subject to an agreement 
similar to a master netting agreement. We do not expect these new rales to have a material impact on 
our overall results of operations, financial position or cash flows. 

Testing Indefinite-Lived Intangible Assets for Impairments 
In July 2012, the FASB issued ASU 2012-02 "Testing fridefmite-Lived Intangible Assets for 
Impairmenf (ASU 2012-02) effective for interim and annual impairment tests performed for fiscal 
years beginning after September 15,2012. We expect to adopt this ASU on January 1, 2013. This 
standard updates FASC Topic 350, "Intangibles-GoodwUl and Other." ASU 2012-02 permits an 
entity first to assess qualitative factors to determine whether it is more likely than not that an 
indefinite-lived intangible asset is impafred as a basis for determining whether it is necessary to 
perform the quantitative impairment test fri accordance with FASC Subtopic 350-30. After adoption, 
we do not expect these new rales to have a material impact on our overaU results of operations, 
financial position or cash flows. 

Recently Adopted Accounting Standards 

Fair Value Disclosures 
hi May 2011, the FASB issued ASU 2011-04 "Fafr Value Measurements" (ASU 2011-04) effective 
for interim and annual reporting periods beginning after December 15,2011. We adopted this ASU 
on January 1, 2012. This standard updates FASC 820, "Fafr Value Measurements." ASU 2011-04 
essentially converges US GAAP guidance on fafr value with the IFRS guidance. The ASU requfres 
more disclosures around Level 3 inputs. It also increases reporting for financial instraments disclosed 
at fafr value but not recorded at fafr value and provides clarification of blockage factors and other 
premiums and discounts. These new rales did not have a material effect on our overaU results of 
operations, financial position or cash flows. 

Comprehensive Income 
In June 2011, the FASB issued ASU 2011-05 "Presentation of Comprehensive Income" (ASU 2011-
05) effective for interim and annual reporting periods beginning after December 15, 2011. We 
adopted this ASU on January 1,2012. This standard updates FASC 220, "Comprehensive 
Income." ASU 2011-05 essentially converges US GAAP guidance on the presentation of 
comprehensive income with the IFRS guidance. The ASU requfres the presentation of comprehensive 
income in one continuous financial statement or two separate but consecutive statements. Any 



reclassification adjustments from other comprehensive income to net income are requfred to be 
presented on the face ofthe Statement of Comprehensive Income. These new rules did not have a 
material effect on our overall results of operations, financial position or cash flows. 

Goodwill Impairment 
hi September 2011, the FASB issued ASU 2011-08 "Testing Goodwill for Impafrment" (ASU 2011-
08) effective for interim and annual reporting periods beginning after December 15, 2011. We 
adopted this ASU on January 1, 2012. This standard updates FASC 350, "Intangibles-Goodwill and 
Other." ASU 2011-08 allows an entity to ffrst test Goodwill using qualitative factors to determine if it 
is more likely than not that the fafr value of a 
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reportfrig unit has been impafred; if so, then the two-step impairment test is performed. We wiU 
incorporate these new requfrements in our fiiture goodwill impairment testing. 

Derivative gross vs. net presentation - Following the acquisition of DPL in November 2011 by AES, 
DPL began presentfrig its derivative positions on a gross basis m accordance with AES policy. This 
change has been reflected in the 2011 balance sheet contained in these statements. 

2. Business Combination 

On November 28,2011, AES completed its acquisition of DPL. AES paid cash consideration of 
approximately $3,483.6 million. The allocation ofthe purchase price was based on the estimated fafr 
value of assets acqufred and liabilities assumed. In addition. Dolphin Subsidiary II, Inc. (a wholly 
owned subsidiary of AES) issued $1,250.0 mUlion of debt, which, as a result ofthe merger of DPL 
and Dolphin Subsidiary 11, Inc. was assumed by DPL. The assets acqufred and liabilities assumed in 
the acquisition were recorded at estimated amounts based on the purchase price aUocation. We 
fmalized the allocation ofthe purchase price in the thfrd quarter of 2012. 

From November 28, 2011 through September 30,2012, we recognized the foUowing changes to our preliminary 
purchase price allocation: 

Decrease / (increase) 
to preliminary goodwUl 

$ in millions 

Property, plant and equipment ̂ '̂  
DPLER intangibles'^^ 
Out of market coal confract ^̂^ 
Deferred tax liabilities ^̂^ 
Regulatory assets ^̂^ 
Taxes payable ^̂^ 
Other 

Change before 
deferred income 

tax effect 

(70.7) 
(19.1) 
(34.2) 

-
15.4 
13.1 
1.0 

(94.5) 

$ 

$ 

Deferred income 
tax effect 

25.5 
6.7 

12.0 
(20.7) 

-
(16.0) 

-
7.5 



Net (increase) in goodwill (87.0) 

'̂̂  related to refined information associated with certain confractual 
arrangements, growth and ancillary revenue assumptions. 
^̂^ related to refined market and confractual information. 
^̂^ related to a change in certain assumptions related to an out of 
market coal confract. 
'̂ ^ related to an assessment of our overall deferred tax habilities on 
regulated property, plant and equipment. 
'•''* related to the increase in deferred taxes discussed in (4) above. 
'^ related to the final DPL Inc. standalone federal tax retum. 

These purchase price adjustments increased the provisionally recognized goodwiU by $87.0 milhon 
and have been reflected refrospectively as of December 31, 2011 in the accompanying Condensed 
Consohdated Balance Sheets. The effect on net income for the nine months ended September 30, 
2012 of $8.7 million was recorded in the second and thfrd quarters. The effect on net income for the 
period November 28, 2011 through December 31,2011 was not material. 
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Estimated preliminary and final fafr value of assets acqufred and liabilities assumed as ofthe Merger 
date are as foUows: 

$ fri millions 
Final purchase 
price allocation 

Cash 
Restricted cash 
Accounts receivable 
Inventory 
Other current assets 
Property, plant and equipment 
Intangible assets subject to amortization 
Intangible assets - indefinite-lived 
Regulatory assets 
Other non-current assets 
Current liabilities 
Debt 
Deferred taxes 
Regulatory habilities 
Other non-current liabilities 
Redeemable preferred stock 
Net identifiable assets acqufred 
GoodwiU 
Net assets acqufred 

Preliminary 
purchase price 

aUocation 
116.4 $ 
18.5 

277.6 
123.7 
37.3 

2,477.8 
147.2 

5.0 
217.1 

58.3 
(413.1) 

(1,255.1) 
(551.2) 
(117.0) 
(216.8) 

(18.4) 
907.3 

2,576.3 
3,483.6 $ 

116.4 
18.5 

277.6 
123.7 
37.3 

2,548.5 
166.3 

5.0 
201.1 

58.3 
(408.2) 

(1,255.1) 
(558.2) 
(117.0) 
(201.5) 

(18.4) 
994.3 

2,489.3 
3,483.6 



3, Supplemental Financial Information 

$ in miUions 

Accounts receivable, net: 
Unbilled revenue 
Customer receivables 
Amounts due from partners in jointly-ovraed plants 
Coal sales 
Ofrier 
Provision for uncollectible accounts 

Total accounts receivable, net 

Inventories, at average cost: 
Fuel, limestone and emission allowances 
Plant materials and supplies 
Other 

Total inventories, at average cost 

At 
September 30, 

2012 

At 
December 31, 

2011 
Successor 

$ 62.0 
131.8 
16.5 
4,5 

19.4 
(1,2) 

$ 233,0 

S 53,6 
40.7 
2.0 

$ 96.3 

$ 

$ _ 

$ 

$ _ 

72.4 
113.2 
29.2 

1.0 
4.4 

(1-1) 
219.1 

84.2 
39.8 

1.8 
125.8 
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Accumulated Other Comprehensive Income / (Loss) 
AOCI is included on our balance sheets within the Common shareholders' equity sections. The following table 
provides the components that constitute the balance sheet amounts in AOCI at September 30, 2012 and December 
31,2011: 

$ in mUlions 

At 
September 30, 

2012 

At 
December 31, 

2011 
Successor 

Financial Instraments 
Cash flow hedges 
Pension and posfretfrement benefits 

Total 

0.5 
(6.8) (0.5) 

0.1 
(6.3) $ (0.4) 



4. Regulatory Assets and Liabilities 

In accordance with GAAP, regulatory assets and liabilities are recorded in the Condensed 
Consolidated Balance Sheets for our regulated elecfric fransmission and distribution 
businesses. Regulatory assets are the deferral of costs expected to be recovered in future customer 
rates and regulatory liabilities represent current recovery of expected fiiture costs or gains probable of 
being reflected in fiiture rates. 

We evaluate our regulatory assets each period and believe that recovery of these assets is 
probable. We have received or requested a retum on certain regulatory assets for which we are 
currently recovering or seeking recovery through rates. We record a retum after it has been 
authorized in an order by a regulator. 

Regulatory assets and liabilities are classified as current or non-current based on the term in which 
recovery is expected. 

25 

The following table presents DPL's regulatory assets and habUities: 

$ in millions 

Current regulatory assets: 
TCRR, fransmission, ancillary and 
other PJM-related costs 
Power plant emission fees 
Fuel and purchased power recovery 
costs 

Total regulatory assets - current 

Non-current regulatory assets: 
Deferred recoverable income taxes 
Pension benefits 
Unamortized loss on reacqufred debt 
Regional fransmission organization 
costs 
Deferred storm costs - 2008 
CCEM smart grid and advanced 
metering infrastracture costs 
CCEM energy efficiency program 
costs 
Consumer education campaign 
Retail settlement system costs 
Other costs 

Total regulatory assets - non-current 

Type of 
Recovery (a) 

F 
C 

C 

B/C 
C 
C 

D 
D 

Amortization 
through 

Ongoing 
Ongoing 

Ongoing 

Ongoing 
Ongoing 
Ongoing 

2014 

Al 

S 

$_ 

$ 

: September 
30, 2012 

AtD( 
31, 

Successor 

6.3 
(0.3) 

15.8 
21.8 

37.0 
87.1 
12.2 

3.0 
18.7 

$ 

$ 

$ 

scember 
2011 

4.7 
4.8 

11.3 
20.8 

39.5 
92.1 
13.0 

4.1 
17.9 

D 

F 
D 
D 

Ongoing 

6.6 6.6 

5.9 
3.0 
3.1 
4.7 

181.3 $ 

8.8 
3.0 
3.1 
5.1 

193.2 



Current regulatory liabilities: 
Other 

Total regulatory liabilities - current 

Non-current regulatory liabilities: 
Estimated costs of removal - regulated 
property 
Posfretfrement benefits 
Other 

Total regulatory liabilities - non-
current 

111.6 
5.6 
0.3 

117.5 $ 

0.5 
0.5 

112.4 
6.2 

118.6 

(a) B - Balance has an offsetting liability resulting in no effect on rate base. 

C — Recovery of incurred costs without a rate of retum. 
D - Recovery not yet determined, but is probable of occurring in future rate proceedings. 
F - Recovery of incurred costs plus rate of retum. 

Regulatory Assets 

TCRR. fransmission. anciUarv and other PJM-related costs represent the costs related to fransmission, 
ancillary service and other PJM-related charges that have been incurred as a member of PJM. On an 
annual basis, retail rates are adjusted to trae-up costs with recovery in rates. 

Power plant emission fees represent costs paid to the State of Ohio since 2002. As part ofthe fiiel 
factor settlement agreement fri November 2011, these costs are being recovered through the fiiel 
factor. 
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Fuel and purchased power recovery costs represent pradently incurred fiiel, purchased power, 
derivative, emission and other related costs which wUl be recovered from or returned to customers in 
the fiiture through the operation ofthe fuel and purchased power recovery rider. The fuel and 
purchased power recovery rider fluctuates based on actual costs and recoveries and is modified at the 
start of each seasonal quarter. DP&L frnplemented the fuel and purchased power recovery rider on 
January 1, 2010. As part ofthe PUCO approval process, an outside auditor is hfred to review fiiel 
costs and the fuel procurement process. We received the audit report for 2011 on AprU 27,2012. The 
auditor has recommended that frie PUCO consider reducing DP&L's recovery of fiiel costs by 
approximately $3.3 million from certain fransactions. On October 4,2012, we filed testimony on this 
issue and a hearing is scheduled in November 2012 before a hearing examiner. A decision is expected 



in the fourth quarter of 2012. As of September 30, 2012, we believe the entfre amount is 
recoverable. 

Deferred recoverable income taxes represent deferred income tax assets recognized from the 
normalization of flow through items as the result of tax benefits previously provided to 
customers. This is the cumulative flow through benefit given to regulated customers that will be 
collected from them in future years. Since currently existing temporary differences between the 
financial statements and the related tax basis of assets will reverse in subsequent periods, these 
deferred recoverable income taxes wUl decrease over time. 

Pension benefits represent the qualifying FASC 715 "Compensation - Retfrement Benefits" costs of 
our regulated operations that for ratemaking purposes are deferred for fiiture recovery. We recognize 
an asset for a plan's overfimded status or a Uability for a plan's underfunded status, and recognize, as 
a component of other comprehensive income (OCI), the changes in the fimded status ofthe plan that 
arise during the year that are not recognized as a component of net periodic benefit cost. This 
regulatory asset represents the regulated portion that would otherwise be charged as a loss to OCI. 

Unamortized loss on reacqufred debt represents losses on long-term debt reacqufred or redeemed in 
prior periods. These costs are being amortized over the lives ofthe original issues fri accordance with 
FERC and PUCO rales. 

Regional fransmission organization costs represent costs incurred to join an RTO. The recovery of 
these costs will be requested in a fiiture FERC rate case. In accordance with FERC precedence, we 
are amortizing these costs over a 10-year period that began in 2004 when we joined the PJM RTO. 

Deferred storm costs — 2008 relate to costs incurred to repafr the damage caused by hurricane force 
wfrids in September 2008, as well as other major 2008 storms. On January 14, 2009, the PUCO 
granted DP&L the authority to defer these costs with a retum until such time that DP&L seeks 
recovery in a future rate proceeding. 

CCEM smart grid and AMI costs represent costs incurred as a result of studying and developfrig 
disfribution system upgrades and implementation of AMI. On October 19,2010, DP&L elected to 
withdraw its case pertaining to the Smart Grid and AMI programs. The PUCO accepted the 
withdrawal fri an order issued on January 5,2011. The PUCO also indicated that it expects DP&L to 
continue to monitor other utUities' Smart Grid and AMI programs and to explore the potential benefits 
of investing fri Smart Grid and AMI programs and that DP&L will, when appropriate, file new Smart 
Grid and/or AMI business cases fri the future. We plan to file to recover these deferred costs in a 
fiiture regulatory rate proceeding. Based on past PUCO precedent, we believe these costs are 
probable of fiiture recovery in rates. 

CCEM energy efficiency program costs represent costs incurred to develop and implement various 
new customer programs addressing energy efficiency. These costs are being recovered through an 
energy efficiency rider (EER) that began July 1, 2009 and is subject to a two-year trae-up for any 
over/under recovery of costs. On AprU 29, 2011, DP&L filed to trae-up the EER which was 
approved by the PUCO on October 18,2011. DP&L plans to make its next trae-up filing on or before 
April 30,2013. 

Consumer education campaign represents costs for consumer education advertising regarding electric 
deregulation. DP&L will be seeking recovery of these costs as part of our next distribution rate case 
filing at the PUCO. The timing of such a filing has not yet been determined. 

Retail settlement system costs represent costs to implement a retail settlement system that reconciles 
the energy a CRES supplier delivers to its customers and what its customers actually use. Based on 
case precedent in other utilities' cases, the costs are recoverable through a future DP&L rate 
proceeding. 
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Other costs primarily include RPM capacity, other PJM and rate case costs and altemative energy 
costs that are or will be recovered over various periods. 

Regulatory Liabilities 

Estimated costs of removal - regulated property reflect an estimate of amounts collected in customer 
rates for costs that are expected to be incurred in the fiiture to remove existing fransmission and 
distribution property from service when the property is retfred. 

Posfretfrement benefits represent the qualifying FASC 715 "Compensation - Retfrement Benefits" 
gains related to our regulated operations that, for ratemaking purposes, are probable of being reflected 
in fiiture rates. We recognize an asset for a plan's overfimded status or a Uability for a plan's 
underfunded status, and recognize, as a component of OCI, the changes in the fimded status ofthe 
plan that arise during the year that are not recognized as a component of net periodic benefit 
cost. This regulatory liabUity represents the regulated portion that would otherwise be reflected as a 
gain to OCT 

Pending Regulatory Activity 

On August 10,2012, DP&L filed with the PUCO for an accounting order for permission to defer 
operation and maintenance costs as a result of damage caused by storms occurring during the final 
weekend of June 2012. The deferral request is for disfribution expense mcurred for these storms. The 
deferral would earn a retum equal to the canying cost of debt (5.86%) untU these costs are recovered 
from customers. On October 19,2012, DP&L amended its filing to change the method of calculating 
the defenal. If PUCO approval is received, DP&L wiU defer approximately $5.8 million of costs 
associated with these storms. 

5. Ownership of Coal-fired Facilities 

DP&L has undivided ownership interests in seven coal-ffred elecfric generating facilities and 
numerous fransmission facilities with certain other Ohio utilities. Certain expenses, primarily fiiel 
costs for the generating stations, are aUocated to the owners based on thefr energy usage. The 
remaining expenses, investments in fiiel inventory, plant materials and operating supplies, and capital 
additions are allocated to the owners in accordance with thefr respective ownership interests. As of 
September 30, 2012, DP&L had $31.0 milhon of constraction work in process at such jointly-owned 
facihties. DP&L's share ofthe operatfrig cost of such facilities is included within the conesponding 
line in the Condensed Consolidated Statements of Results of Operations and DP&L's share ofthe 
investment in the facilities is included within Total net property, plant and equipment in the 
Condensed Consolidated Balance Sheets. Each joint owner provides thefr own financing for thefr 
share ofthe operations and capital expenditures of the jointly owned station. 
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DP&L's undivided ownership interest in such facilities as well as our wholly owned coal-ffred 
Hutchings station at September 30,2012 is as follows: 

DP&L Investment 

Jointly-owned production 
stations: 

Beckjord Unfr 6 
Conesville Unit 4 
East Bend Station 
Killen Station 
Miami Fort Umts 7 and 8 
Stuart Station 
Zimmer Station 
Transmission (at varying 
percentages) 
Total 

Wholly-owned production 
station: 

Hutchings Station 

DP&L Share 

Ownership 
(%) 

50.0 
16.5 
31.0 
67.0 

. 36.0 
35.0 
28.1 

100.0 

Summer 
Production 
Capacity 

(MW) 

207 
129 
186 
402 
368 
808 
365 

n/a 
2,465 

365 

( 

$ 

$ 

$ 

(adjusted to fair value at Merger date) 

jross Plant 
in Service 

($in 
miUions) 

1 
42 
11 

316 
217 
206 
182 

35 
1,010 

-

Accumulated 
Depreciation 

($in 
miUions) 

$ 1 
4 
6 

15 
9 

16 
27 

2 
$ 80 

$ 

Constraction 

$ 

$ 

$ 

Work in 
Process 

($in 
miUions) 

8 
1 
4 
3 

12 
3 

-
31 

-

SCR and 
FGD 

Equipment 
InstaUed 
and in 
Service 

(Yes/No) 

No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

No 

Cunently, our coal-fired generation units at Hutchings and Beckjord do not have SCR and FGD 
emission-confrol equipment installed. DP&L owns 100% ofthe Hutchings station and has a 50% 
interest in Beckjord Unit 6. On July 15, 2011, Duke Energy, a co-ovmer at the Beckjord Unit 6 
facility, filed thefr Long-term Forecast Report with the PUCO. The plan indicated that Duke Energy 
plans to cease production at the Beckjord station, including our jointly owned Unit 6, in December 
2014. This was followed by a notification by Duke Energy to PJM, dated Febraaty 1, 2012, of a 
planned April 1, 2015 deactivation of this unit. DP&L does not object to Duke's decision. Beckjord 
Unit 6 was valued at zero at the Merger date. 

We are considering options for the Hutchings station, but have not yet made a final decision. DP&L 
has informed PJM that Hutchings Unit 4 has incuned damage to a rotor and will be deactivated and 
unavailable for service until at least June 1, 2014, if not indeterminately. In addition, DP&L has 
notified PJM that Hutchings Units 1 and 2 wUl be deactivated by June 1, 2015. The decision to 
deactivate Units 1 and 2 has been made because these two units are not equipped with the advanced 
envfronmental confrol technologies needed to comply with the MACT standard, which was renamed 
MATS (Mercury Afr Toxics Standard) when the rale was issued final on December 16, 2011, and the 
cost of compliance with the MATS standard or conversion to natural gas for these units would likely 
exceed the expected retum. DP&L is still studying the option of converting two or more of 
Hutchings Units 3-6 to natural gas in order to comply with envfronmental requfrements. 



DPL revalued DP&L's investment in the above plants at the estimated fafr value for each plant at the 
Merger date. 
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6. Debt Obligations 

All debt outstanding at the Merger date was revalued at the estimated fafr value. 

Long-term debt 

$ in millions 

Ffrst mortgage bonds maturing in October 2013 - 5.125% 
Pollution confrol series maturing in January 2028 - 4.70% 
Pollution confrol series maturing fri January 2034 - 4.80% 
Pollution confrol series maturing in September 2036 - 4.80% 
PoUution confrol series maturing in November 2040 

- variable rates: 0.04% - 0.26% and 0.06% - 0.32% (a) 
U.S. Government note maturing in Febraary 2061 - 4.20% 
Capital lease obligation 
Total long-term debt at subsidiary 

Bank Term Loan 
- variable rates: 2.22% - 2.30% and 1.48% - 4.25% (b) 

Senior unsecured bonds maturing October 2016 - 6.50% 
Senior unsecured bonds maturing October 2021 - 7.25% 
Note to DPL Capital Trast II mattnring in September 2031 - 8.125% 
Total long-term debt 

At September 30, 
2012 

$ 489.4 
36.1 

179.6 
96.2 

100.0 
18.4 
0.2 

At December 31, 
2011 

$ 503.6 
36.1 

179.6 
96.2 

100.0 
18.5 
0.4 

919.9 934.4 

425.0 
450.0 
800,0 

19,6 
2,614.5 $ 

425.0 
450.0 
800.0 

19.5 
2,628.9 

Current portion - long-term debt 

$ in millions 

U.S. Government note maturing fri February 2061 - 4.20% 
Capital lease obligation 
Total current portion - long-term debt - DPL 

At 

$ 

$ _ 

September 30, 
2012 

0.1 
0.3 
0.4 

At December 31, 
2011 

$ 0.1 
03_ 

$ 0.4 



(a) Range of interest rates for the nine months ended September 30, 2012 and the hvelve months ended December 31, 2011, 
respectively. 

(b) Range of interest rates for the nine months ended September 30, 2012 and from the draw-down ofthe loan in August 2011 
through December 31, 2011, respectively. 
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At September 30, 2012, maturities of long-term debt, including capital lease obligations, 
are summarized as foUows: 

$ in millions 

Due within one year $ 0.4 
Due within two years 895.3 
Due within three years 0.1 
Due within four years 0.1 
Due withfri five years 450.1 
Thereafter 1,252.9 

Total maturfries 2,598.9 

Unamortized adjustments to market value from purchase accounting 16.0 
Total long-term debt $ 2,614.9 

Premiums or discounts recognized at the Merger date are amortized over the life ofthe debt usmg the 
effective interest method. 

On December 4, 2008, the OAQDA issued $100.0 million of collateralized, variable rate Revenue 
Refunding Bonds Series A and B due November 1, 2040. In tum, DP&L bonowed these funds from 
the OAQDA and issued conesponding Ffrst Mortgage Bonds to support repayment of frie funds. The 
payment of principal and interest on each series ofthe bonds when due is backed by a standby letter of 
credit issued by JPMorgan Chase Bank, N.A. This letter of credit facility, which expfres in December 
2013, is inevocable and has no subjective acceleration clauses. Fees associated with this letter of 
credit facUity were not material during the three and nine months ended September 30, 2012 and 
2011. 

On April 20, 2010, DP&L entered into a $200.0 miUion unsecured revolving credit agreement with a 
syndicated bank group. This agreement is for a three year term expfring on April 20,2013 and 
provides DP&L with the ability to increase the size ofthe facility by an additional $50.0 
million. DP&L had no outstanding bonowfrigs under this credit facility at September 30, 2012 and 
December 31, 2011. Fees associated with this revolving credit facUity were not material during the 
three and nine months ended September 30,2012 and 2011. This facility also contains a $50.0 
million letter of credit sublimit. As of September 30,2012, DP&L had no outstanding letters of credit 
against this facility. 



On Febraary 23,2011, DPL purchased $122.0 miUion principal amount of DPL Capital Trast II 
8.125% capital securities in a privately negotiated fransaction. As part of this fransaction, DPL paid a 
premium of $ 12.2 million, or 10%. Debt issuance costs and unamortized debt discount totaling $3.1 
miUion associated with this debt were expensed in Febraary 2011 in conjunction with this 
fransaction. 

On March 1,2011, DP&L completed the purchase of $18.7 mUlion of elecfric transmission and 
disfribution assets from the federal government that are located at the Wright-Patterson Afr Force 
Base. DP&L fmanced the acquisition of these assets with a note payable to the federal government 
that is payable monthly over 50 years and bears interest at 4.2% per annum. 

On August 24,2011, DP&L entered into a $200.0 million unsecured revolving credit agreement with 
a syndicated bank group. This agreement is for a four year term expfring on August 24, 2015 and 
provides DP&L with the abUity to increase the size ofthe facility by an additional $50.0 
million. DP&L had no outstanding bonowfrigs under this credit facUity at September 30, 2012 and 
December 31, 2011. Fees associated with this revolving credit facility were not material during the 
three and nine months ended September 30,2012 and 2011. This facility also contains a $50.0 
million letter of credit sublimit. As of September 30, 2012, DP&L had no outstanding letters of credit 
against this facility. 

On August 24, 2011, DPL entered into a $125.0 million unsecured revolving credit agreement with a 
syndicated bank group. This agreement is for a three year term expfring on August 24, 2014. The 
size ofthe facility was reduced from $125.0 million to $75.0 million as part of an amendment dated 
October 19, 2012 that was negotiated between DPL and the syndicated bank group. DPL had no 
outstanding bonowings under this credit 
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facility at September 30,2012 and December 31,2011. Fees associated with this revolving credit 
facility were not material during the three and nine months ended September 30, 2012. This facility 
may also be used to issue letters of credit up to the $75.0 miUion limit. As of September 30, 2012, 
DPL had no outstanding letters of credit against this facility. 

On August 24, 2011, DPL entered into a $425.0 miUion unsecured term loan agreement with a 
syndicated bank group. This agreement is for a three year term expiring on August 24,2014. On 
October 19,2012, DPL and the syndicated bank group approved an amendment, which reduced the 
size ofthe facility from $125.0 million to $75 million and modified certain covenants in the 
facility. DPL has bonowed the entfre $425.0 nullion available under the facility at September 30, 
2012. Fees associated with this term loan were not material during the three and nine months ended 
September 30, 2012. 

DPL's unsecured revolving credit agreement and DPL's unsecured term loan each have two financial 
covenants, one of which was changed as part of amendments, dated October 19, 2012, to the facilities 
negotiated between DPL and the syndicated bank groups. The ffrst ffriancial covenant, originally a 
Total Debt to Capitalization ratio, was changed, effective September 30, 2012, to a Total Debt to 
EBITDA ratio. The Total Debt to EBITDA ratio is calculated, at the end of each fiscal quarter, by 
dividing total debt at the end ofthe cunent quarter by consolidated EBITDA for the four prior fiscal 
quarters. 

The second fmancial covenant is an EBITDA to Interest Expense ratio. The EBITDA to Interest 
Expense ratio is calculated, at the end of each fiscal quarter, by dividing consolidated eamings before 



interest, taxes, depreciation and amortization (EBITDA) for the four prior fiscal quarters by the 
consolidated interest charges for the same period. 

The amendments, dated October 19, 2012, to the facilities negotiated between DPL and the 
syndicated bank groups, resfrict dividend payments from DPL to AES and adjust the cost of 
bonowing under the facilities. 

In connection with the closing ofthe Merger (see Note 2), DPL assumed $1,250.0 miUion of debt that 
Dolphin Subsidiary II, Inc., a subsidiary of AES, issued on October 3,2011 to partially finance the 
Merger. The $1,250.0 million was issued in two franches. The first franche was $450.0 million of 
five year senior unsecured notes issued with a 6.50% coupon maturing on October 15, 2016. The 
second franche was $800.0 miUion often year senior unsecured notes issued with a 7.25% coupon 
maturing on October 15, 2021. 

Substantially all property, plant and equipment of DP&L is subject to the lien ofthe mortgage 
securing DP&L's Ffrst and Refimding Mortgage, dated October 1, 1935, with the Bank of New York 
Mellon as Trastee. 

7. Income Taxes 

The following table detaUs the effective tax rates for the three and nine months ended September 30, 
2012 and 2011. 

Three Months Ended Nine Months Ended 
September 30, September 30, 

2012 2011 2012 2011 
Successor Predecessor Successor Predecessor 

DPL (1.2)% 29.9% (2.3)% 32.9% 

Income tax expense for the three and nine months ended September 30, 2012 and 2011 was calculated 
using the estimated annual effective income tax rates of (2.2)% and 33.2% for 2012 and 2011, 
respectively. For the three and nine months ended September 30,2011, management estimated the \ 
annual effective tax rate based upon its forecast of armual pre-tax income. 

For the three and nine months ended September 30, 2012, management estimated the annual effective 
tax rate based upon actual pre-tax income for the period. 
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For the three months ended September 30, 2012, DPL's cunent period effective rate is greater than 
the estimated aimual effective rate due to certain cunent period tax adjustments. These cunent period 
adjustments include a revision to the estimated aimual effective rate resulting in a reduction in tax 
expense of $16.7 miUion as well as a reduction in tax expense of $0.9 miUion due to the effect of 
estimate-to-actual income tax provision adjustments related to non-deductible merger costs as well as 
non-deductible officers compensation. 



For the nfrie months ended September 30, 2012, DPL's current period effective rate is less than the 
estimated armual effective rate due to certain cunent period tax adjustments. These cunent period 
adjustments include an increase in defened state income tax expense of $3.6 million and an increase 
in other estimated tax liabilities of $0.2 million. These increases to tax expense are partially offset by 
a reduction in tax expense of $0.9 million due to the effect of estimate-to-actual income tax provision 
adjustments related to non-deductible merger costs as well as non-deductible officers compensation 

For the three and nine months ended September 30, 2012, the decrease in DPL's effective tax rate 
compared to the same period fri 2011 primarily reflects decreased pre-tax eamings related to the 
goodwill impairment during the thfrd quarter of 2012. 

Defened tax liabilities for DPL decreased by approximately $25.4 miUion during the three months 
ended September 30, 2012 primarily related to purchase accounting adjustments and decreased $19.1 
million during the nine months ended September 30, 2012 primarily related to purchase accounting 
adjustments, amortization and depreciation. 

The Internal Revenue Service began an examination of our 2008 Federal income tax return during the 
second quarter of 2010 and has continued through the cunent quarter. At this time, we do not expect 
the results of this examination to have a material effect on our financial statements. 

8. Pension and Postretirement Benefits 

DP&L sponsors a defined benefit pension plan for the vast majority of its employees. 

We generally fund pension plan benefits as accraed in accordance with the minimum funding 
requfrements ofthe Employee Retfrement Income Security Act of 1974 (ERISA) and, in addition, 
make voluntary confributions from time to time. There were no contributions made during the nine 
months ended September 30,2012. DP&L made a discretionary confribution of $40.0 million to the 
defined benefit plan during the nine months ended September 30,2011. 

The amounts presented in the following tables for pension include both the collective bargaining plan 
formula, the fraditional management plan formula, the cash balance plan formula and the SERP in the 
aggregate. The amounts presented for posfretfrement include both health and life insurance. 

The net periodic benefit cost/(income) ofthe pension and posfretfrement benefit plans for the three 
months ended September 30, 2012 and 2011 was: 

Net Periodic Benefit Cost / (Income) 

$ in millions 
Service cost 
Interest cost 
Expected retum on assets (a) 
Amortization of unrecogiuzed: 

Actuarial loss / (gain) 
Prior service cost 

Net periodic benefit cost / (income) 
before adjustments 
Settlement cost (b) 
Net periodic benefit cost / (income) 

Successor 
2012 

$ 1.5 
4.3 

(5.7) 

1.3 
0.4 

1.8 
0.2 

$ 2.0 

$ 

$ 

Predecessor 
2011 

0.8 
4.1 

(6.2) 

1.7 
0.5 

0.9 

0.9 

$ 

Successor 
2012 

0.2 
(0.1) 

(0.1) 

-

-

— 

$ 

$ 

Predece 
2011 

ssor 

0.2 
(0.1) 

(0.5) 
0.1 

(0.3) 

(0.3) 
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(a) For purposes of calculating the expected return on pension plan assets, under GAAP, the market-related value of assets (MRVA) is 
used. GAAP requires that the difference between actual plan asset returns and estimated plan asset returns be included in the MR VA 
equally over a period not to exceed five years. We use a methodology under which we include the difference between actual and estimated 
asset returns in the MRVA equally aver a three year period. The MRVA used in the calculation of expected retum on pension plan assets 
for the 2012 and 2011 net periodic benefit cost was approximately $336.0 million and $316.0 million, respectively. 

(b) The settlement cost relates to a former officer who has elected to receive a lump sum distribution in 2012 from the 
Supplemental Executive Retirement Plan. 

The net periodic benefit cost/(ittcome) ofthe pension and posfretfrement benefit plans for the nfrie 
months ended September 30, 2012 and 2011 was: 

Net Periodic Benefit Cost / (Income) 

$ in nuUions 
Service cost 
Interest cost 
Expected retum on assets (a) 
Amortization of unrecogiuzed: 

Actuarial loss / (gain) 
Prior service cost 

Net periodic benefit cost / (income) 
before adjustments 
Settlement cost (b) 
Net periodic benefit cost / (income) 

$ 

$^ 

Pension 
Successor 

2012 
4.6 

12.9 
(17,0) 

3,7 
1.1 

5.3 
0.2 
5.5 

Predecessor 
2011 

$ 

$ 1 

3.7 
12.7 

(18.4) 

6.2 
1.6 

5.8 
-

5.8 

S 

$ ' 

Postretirement 
Successor 

2012 
0.1 
0.6 

(0.2) 

(0.5) 
-

-
-
-

$ 

$ 

Predece 
201] 

ssor 
[ 

0.1 
0.7 

(0.2) 

(0.9) 
0.1 

(0.2) 
-

(0.2) 

(a) For purposes of calculating the expected retum on pension plan assets, under GAAP, the market-related value of assets (MRVA) is 
used. GAAP requires that the difference between actual plan asset returns and estimated plan asset returns be included in the MRVA 
equally over a period not to exceed five years. We use a methodology under which we include the difference between actual and estimated 
asset returns in the MRVA equally over a three year period. The MRVA used in the calculation of expected return on pension plan assets 
for the 2012 and 2011 net periodic benefit cost was approximately $336.0 million and $316.0 million, respectively. 

(K\ The settlement cost relates to a former officer who has elected to receive a lump sum distribution in 2012 from the 
Supplemental Executive Retirement Plan. 

Benefit payments, which reflect fiiture service, are expected to be paid as foUows: 

Estimated Future Benefit Payments and Medicare Part D Reimbursements 

$ in mUlions Pension 

2012 $ 
2013 
2014 
2015 
2016 
2017-2021 

5.8 
22.7 
23.2 
23.8 
24.0 

124.4 

Posfretfrement 

$ 0.6 
2.3 
2.2 
2.0 
1.9 
7.5 
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9. Fair Value Measurements 

The fafr values of our financial instruments are based on published sources for pricing when 
possible. We rely on valuation models only when no other methods exist. The value of our financial 
instraments represents our best estimates ofthe fafr value, which may not be the value realized in the 
future. 

The table below presents the fafr value and cost of our non-derivative instruments at September 30, 
2012 and December 31, 2011. See also Note 10 of Notes to Condensed Consolidated Financial 
Statements for the fafr values of our derivative instraments. 

$ in rrullions 
Assets 

Money Market Funds 
Equity Securities 
Debt Securities 
Multi-Sfrategy Fund 

Total Assets 

Liabilities 
Debt 

$ 

S _ 

At September 30, 
2012 

Cost 

0.2 
3.9 
5.0 
0.3 
9.4 

2,614.9 

Successor 

Fair Value 

$ 0.2 
5.2 
5.5 
0.3 

$ 11.2 

$ 2,769.4 

$ 

$ " " 

$ _ 

At December 31, 
2011 

Cost 

0.2 
3.9 
5.0 
0.3 
9.4 

2,629.3 

$ 

$ 

Fafr Value 

0.2 
4.4 
5.5 
0.2 

10.3 

2,710.6 

Debt 
The canying value of DPL's debt was adjusted to fafr value at the Merger date. Unrealized gains or 
losses are not recognized in the financial statements because debt is presented at the value established 
at the Merger date, less amortized premium or discount. The debt amounts include the cunent portion 
payable in the next twelve months and have maturities that range from 2013 to 2061. 

Master Trust Assets 
DP&L established a Master Trust to hold assets that could be used for the benefit of employees 
participating in employee benefit plans. These assets are primarily comprised of open-ended mutual 
fiinds which are valued using the net asset value per unit. These investments are recorded at fafr value 
within Other defened assets on the balance sheets and classified as available for sale. Any unrealized 
gains or losses are recorded fri AOCI until the securities are sold. 



DP&L had $0.8 million ($0.5 million after tax) of unrealized gains and immaterial losses on the 
Master Trust assets in AOCI at September 30, 2012 and immaterial umealized gains and losses in 
AOCI at December 31, 2011. 

Due to the liquidation ofthe DPL Inc. common stock held in the Master Trast, there is sufficient cash 
to coyer the next twelve months of benefits payable to employees covered under the benefit 
plans. Therefore, no unrealized gains or losses are expected to be fransfened to eamings since we will 
not need to sell any investments in the next twelve months. 
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Net Asset Value (NAV) per Unit 
The foUowing table discloses the fafr value and redemption frequency for those assets whose fafr-
value is estimated using the NAV per unit as of September 30, 2012 and December 31, 2011. These 
assets are part ofthe Master Trast. Fafr values estimated using the NAV per unit are considered Level 
2 inputs within the fafr value hierarchy, unless they cannot be redeemed at the NAV per unit on the 
reporting date. Investments that have resfrictions on the redemption ofthe investments are Level 3 
inputs. As of September 30, 2012, DPL did not have any investments for sale at a price different 
from the NAV per unit. 

Fair Value Estimated Using Net Asset Value per Unit (Successor) 

$ in millions 

Equity Securities (a) 

Debt Securities (b) 

Multi-Sfrategy Fund (c) 

Total 

Fair Value at 
September 30, 

2012 

S 5.2 

5.5 

0.3 

$ 11.0 

$ 

$ 

Fafr Value at 
December 31, 

2011 

4.4 

5.5 

0.2 

10.1 

Unfiinded 
Commitments 

$ 

-

-

$ 

(a) This category includes investments in hedge fimds representing an S&P 500 Index and the Morgan Stanley Capital International 
(MSCI) U. S. Small Cap 1750 Index. Investments in this category can be redeemed immediately at the current net asset value per unit. 

(h)This category includes investments in U.S. Treasury obligations and U.S. investment grade bonds. Investments in this category cat 
redeemed immediately at the current net asset value per unit. 

(d)This category includes a mix of actively managed funds holding investments in stocks, bonds and short-term investments in a mix o 
actively managed funds. Investments in this category can be redeemed immediately at the current net asset value per unit 



Fair Value Hierarchy 
Fafr value is defined as the exchange price that would be received for an asset or paid to fransfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liabUity fri an 
orderly fransaction between market participants on the measurement date. The fafr value hierarchy 
requfres an entity to maximize the use of observable inputs and minimize the use of unobservable 
inputs when measuring fafr value. These inputs are then categorized as Level 1 (quoted prices in 
active markets for identical assets or liabilities); Level 2 (observable inputs such as quoted prices for 
similar assets or liabilities or quoted prices in markets that are not active); or Level 3 (unobservable 
inputs). 

Valuations of assets and liabilities reflect the value ofthe instrament including the values associated 
with counterparty risk. We include our own credit risk and our counterparty's credit risk in our 
calculation of fafr value using global average default rates based on an annual study conducted by a 
large ratuig agency. 

We fransfened a money market account to Level 1 from Level 2 ofthe fafr value hierarchy, as fr was 
determined that this fimd is a cash equivalent where quoted prices are generally equal to par value. 
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The fafr value of assets and liabUities at September 30, 2012 and December 31,2011 measured on a 
recurring basis and the respective category within the fafr value hierarchy for DPL was determined as 
follows: 

Assets and Liabilities Measured at Fair Value on a Recurring Basis (Successor) 

$ fri millions 
Assets 

Master Trust Assets 
Money Market Funds 
Equity Securities 
Debt Securities 
Multi-Sfrategy Fund 

Total Master Trust Assets 

Derivative Assets 
FTRs 
Heating Oil Futures 
Forward Power Confracts 

Total Derivative Assets 

Fafr Value at 
September 30, 

2012 

$ 0.2 
5.2 
5.5 
0.3 

11.2 

0.1 
0.4 

16.8 
17.3 

Level 1 
Based on 

Quoted Prices 
fri Active 
Markets 

$ 0.2 
-
-
-

0.2 

-
0.4 

-
0.4 

Level 2 

Other 
Observable 

Inputs 

$ 
5.2 
5.5 
0.3 

11.0 

-
-

16.8 
16.8 

Level 3 

Unobservable 
Inputs 

$ 
-
-
-
-

0.1 
-
-

0.1 



Total Assets 28.5 S 
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0.6 $ 27.8 $ 0.1 

Liabilities 
Derivative Liabilities 

Interest Rate Hedge 
FTRs 
Forward NYMEX Coal Confracts 
Forward Power Confracts 

Total Derivative Liabilities 

Long-term Debt 

Total Liabilities 

$ 

— 

$ _ 

(35.7) 
(0.1) 
(1.1) 

(21.0) 
(57.9) 

(2,769.4) 

(2,827.3) 

$ 

S 

$ 
-
-
-
-

_ 

$ 

(35.7) 
-

(1.1) 
(21.0) 
(57.8) 

(2,750.4) 

(2,808.2) 

$ 

S 

-
(0.1) 

-
-

(0.1) 

(19.0) 

(19.1) 

Assets and Liabilities Measured at Fair Value on a Recurring Basis (Successor) 
Level 1 Level 2 

$ in millions 

Assets 
Master Trust Assets 

Money Market Funds 
Equity Securities 
Debt Securities 
Multi-Sfrategy Fund 

Total Master Trust Assets 

Derivative Assets 
FTRs 
Heating Oil Futures 
Forward Power Confracts 

Total Derivative Assets 

Total Assets 

Liabilities 

Level 3 

Fafr Value as of 
December 31, 

2011 

$ 0.2 
4.4 
5.5 
0.2 

10.3 

0.1 
1.8 

173 
19.2 

$ 29.5 

Based on 
Quoted Prices 

$ 

$. 

in Active 
Markets 

-
-
-
-

1.8 
-

1.8 

1.8 

$ 

$ 

Other 
Observable 

Inputs 

0.2 
4.4 
5.5 
0.2 

103 

0.1 
-

173 
17.4 

27.7 

Unobservable 

$ 

-

-

$_ 

Inputs 

-
-
-
-

-
. -

-



Derivative Liabilities 
hiterest Rate Hedge $ (32.5) $ - $ (32.5) $ 
Forward NYMEX Coal Confracts (14.5) - (14.5) 
Forward Power Confracts (13.3) -_ (13.3) 

Total Derivative Liabilities (60.3) -_ (60.3) 

Total LiabUities $ (60.3) $ - $ (60.3) $ 

We use the market approach to value our financial fristruments. Level 1 inputs are used for derivative 
confracts such as heating oil fiitures and for money market accounts that are considered cash 
equivalents. The fafr value is determined by reference to quoted market prices and other relevant 
information generated by market fransactions. Level 2 inputs are used to value derivatives such as 
forward power confracts and forward NYJVDEX-quality coal confracts (which are fraded on the OTC 
market but which are valued using prices on the NYMEX for similar confracts on the OTC 
market). Other Level 2 assets include: open-ended mutual fimds that are in the Master Trast, which 
are valued using the end of day NAV per unit; and interest rate hedges, which use observable inputs to 
populate a pricing model. Financial fransmission rights are considered a Level 3 input, beginning 
April 1, 2012, because the monthly auctions are considered inactive. 

Our Level 3 inputs are immaterial to our derivative balances as a whole and as such no fiirther 
disclosures are presented. 

Our debt is fafr valued for disclosure purposes only and most ofthe fafr values are determined using 
quoted market prices in inactive markets. These fafr value inputs are considered Level 2 in the fafr 
value hierarchy. Our long-term leases and the WPAFB loan are not publicly fraded. Fafr value is 
assumed to equal carrying value. These fafr value inputs are considered Level 3 in the fafr value 
hierarchy as there are no observable inputs. Additional Level 3 disclosures were not presented since 
debt is not recorded at fafr value. 
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Approximately 99% ofthe inputs to the fafr value of our derivative instruments are from quoted 
market prices. 

Non-recurring Fair Value Measurements 
We use the cost approach to determine the fafr value of our AROs which are estimated by discounting 
expected cash outflows to thefr present value at the initial recording ofthe liability. Cash outflows are 
based on the approxfrnate fiiture disposal cost as determined by market information, historical 
information or other management estimates. These inputs to the fafr value ofthe AROs would be 
considered Level 3 inputs under the fafr value hierarchy. Additions to AROs were not material during 
the nine months ended September 30, 2012 and 2011. 

Cash Equivalents 
DPL had $125.0 million and $125.0 milhon in money market fimds classified as cash and cash 
equivalents in its Condensed Consolidated Balance Sheets at September 30, 2012 and December 31, 
2011, respectively. The money market funds have quoted prices that are generally equivalent to par 
and are considered Level 1. 



10. Derivative Instruments and Hedging Activities 

In the normal course of business, DPL enters into various financial instraments, including derivative 
financial instraments. We use derivatives principally to manage the risk of changes in market prices 
for commodities and interest rate risk associated with our long-term debt. The derivatives that we use 
to economically hedge these risks are govemed by our risk management policies for forward and 
futures confracts. Our net positions are continually assessed within our structured hedging programs to 
determine whether new or offsetting fransactions are requfred. The objective ofthe hedging program 
is to mitigate fmancial risks whUe ensuring that we have adequate resources to meet our 
requfrements. We monitor and value derivative positions monthly as part of our risk management 
processes. We use pubhshed sources for pricing, when possible, to mark positions to market. AU of 
our derivative instruments are used for risk management purposes and are designated as cash flow 
hedges or marked to market each reporting period. 

At September 30, 2012, DPL had the following outstanding derivative instraments: 

Commodity 

FTRs 

Heating Oil Futures 

Forward Power Contracts 

Forward Power Contracts 

NYMEX-quality Coal Contracts* 

Interest Rate Swaps 

Accounting Treatment 

Mark to Market 

Mark to Market 

Cash Flow Hedge 

Mark to Market 

Mark to Market 

Cash Flow Hedge 

Unit 

MWh 

Gallons 

MWh 

MWh 

Tons 

USD 

Purchases 
(in thousands) 

11.1 

1,932.0 

886.2 

2,688.0 

46.5 

$ 160,000.0 

Sales 
(in thousands) 

-
(3,194.1) 

(4,877.6) 

-
$ 

Net Purchases/ 
(Sales) 

(in thousands) 

11.1 

1,932.0 

(2,307.9) 

(2,189.6) 

46.5 

$ 160,000.0 

•Includes our partners' share for the jointly-owned plants that DP&L operates. 

At December 31, 2011, DPL had the foUowing outstanding derivative instruments: 

Commodity 

FTRs 

Heating Oil Futures 

Forward Power Contracts 

Forward Power Contracts 

NYMEX-quality Coal Contracts* 

Interest Rate Swaps 

Accounting Treatment 

Mark to Market 

Marie to Market 

Cash Flow Hedge 

Mark to Market 

Mark to Market 

Cash Flow Hedge 

Unit 

MWh 

Gallons 

MWh 

MWh 

Tons 

USD 

Purchases 
(in thousands) 

7.1 

2,772.0 

886.2 

1,769.4 

2,015.0 

S 160,000.0 

Sales 
(in thousands) 

(0.7) 

-
(341.6) 

(1,739.5) 

-
$ 

Net Purchases/ 
(Sales) 

(in thousands) 

6.4 

2,772.0 

544.6 

29.9 

2,015.0 

$ 160,000.0 

•Includes our partners' share for the jointly-owned plants thai DP&L operates. 
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Cash Flow Hedges 
As part of our risk management processes, we identify the relationships between hedging insfruments 
and hedged items, as well as the risk management objective and sfrategy for undertaking various 
hedge fransactions. The fafr value of cash flow hedges as determined by observable market prices 
available as ofthe balance sheet dates and will continue to fluctuate with changes in market prices up 
to confract expfration. The effective portion ofthe hedging fransaction is recognized in AOCI and 
fransfened to eamings using specific identification of each confract when the forecasted hedged 
fransaction takes place or when the forecasted hedged fransaction is probable of not occuning. The 
ineffective portion ofthe cash flow hedge is recognized in eamings in the cunent period. All risk 
components were taken into account to determine the hedge effectiveness ofthe cash flow hedges. 

We enter into forward power confracts to manage commodity price risk exposure related to our 
generation of elecfricity. We do not hedge all commodity price risk. We reclassify gains and losses on 
forward power confracts from AOCI into earnings in those periods in which the confracts settle. 

We also enter into interest rate derivative confracts to manage interest rate exposure related to 
anticipated bonowings of fixed-rate debt. Our anticipated fixed-rate debt offerings have a high 
probability of occunence as the proceeds will be used to fund existing debt maturities and projected 
capital expenditures. We do not hedge aU interest rate exposure. During 2011, interest rate hedging 
relationships with a notional amount of $200.0 million settled resulting in DPL making a cash 
payment of $48.1 miUion ($31.3 million net of tax). As part ofthe Merger discussed in Note 2, DPL 
entered into a $425.0 million unsecured term loan agreement with a syndicated bank group on August 
24, 2011, in part, to pay the approximately $297.4 mUlion principal amount of DPL's 6.875% debt 
that was due in September 2011. The remainder was drawn for other corporate purposes. This 
agreement is for a three year term expfring on August 24, 2014. As a result, some ofthe forecasted 
fransactions originally being hedged are probable of not occuning and therefore approximately $5.1 
million ($3.3 mUlion net of tax) has been reclassified to eamings during the period Januaty 1,2011 
through November 27, 2011. Because the interest rate swap had afready cash settled as ofthe Merger 
date, this hedge had no fiiture value and was not valued as a part ofthe purchase accounting (See Note 
2 for more information). We reclassify gains and losses on interest rate derivative hedges related to 
debt financings from AOCI into eamings in those periods in which hedged interest payments occur. 
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The following table provides information for DPL conceming gains or losses recognized in AOCI for 
the cash flow hedges for the three months ended September 30, 2012 and 2011: 

Three Months Ended 
September 30,2012 

Successor 
Interest 

Three Months Ended 
September 30,2011 

Predecessor 
Interest 



$ in millions (net of tax) Power 

Beginning accumulated derivative gain 
/ (loss) in AOCI 

Net gains / (losses) associated with 
cunent period hedging fransactions 

Net gains reclassified to eamings 
Interest Expense 
Revenues 
Purchased Power 

Ending accumulated derivative gain / 
(loss) in AOCI 

Rate Hedge 

(2.4) S 

(2.2) 

(0.1) 
0.1 

(4.7) 

2.5 

(4.6) S (2.2) 

Net gains / (losses) associated with the ineffective portion ofthe hedging 
fransaction 
Interest Expense S - $ 
Revenues $ - S 
Purchased Power $ - S 

Portion expected to be reclassified to 
eamings in the next twelve months* 

Maximum length of time that we are 
hedging our exposure to variability in 
fiiture cash flows related to forecasted 
fransactions (in months) 

(7.9) S 

27 12 

Power Rate Hedge 

(1.5) $ 

1.8 

0.1 

0.4 $ 

123 

(49.8) 

1.4 

(36.1) 

3.1 

*The actual amounts that we reclassify from AOCI to eamings related to power can differ from the estimate above due to market 
price changes. 
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The following table provides mformation for DPL conceming gains or losses recognized in AOCI for 
the cash flow hedges for the nine months ended September 30, 2012 and 2011: 

Nine Months Ended 
September 30, 2012 

Successor 

$ in millions (net of tax) Power 
Interest 

Rate Hedge 

Beginning accumulated derivative gain S 0.3 S (0.8) 

Nine Months Ended 
September 30,2011 

Predecessor 

Power 
Interest 

Rate Hedge 

(1.8) $ 21.4 



/ (loss) in AOCI 

Net gains / (losses) associated with 
cunent period hedging fransactions 

Net gains reclassified to eamings 
Interest Expense 
Revenues 
Purchased Power 

Ending accumulated derivative gain / 
(loss) in AOCI 

(3.8) 

(0.1) 
(1.0) 

(1.7) 

0.3 

$ (4.6) $ (2.2) 

Net gains / (losses) associated with the ineffective portion ofthe hedging 
fransaction 
Interest Expense $ - $ (1.2) 
Revenues $ - $ 
Purchased Power S - $ 

Portion expected to be reclassified to 
eamings in the next twelve months* 

Maximum length of time that we are 
hedging our exposure to variability fri 
fiiture cash flows related to forecasted 
fransactions (in months) 

(7.9) $ 

27 12 

0.8 

0.8 
0.6 

0.4 $ 

(59.0) 

1.5 

(36.1) 

5.1 

*The actual amounts that we reclassify from AOCI to eamings related to power can differ from the estimate above due to market 
price changes. 
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The foUowing tables show the fafr value and balance sheet classification of DPL's derivative 
fristruments 
designated as hedging instruments at September 30,2012 and December 31,2011: 

Fair Values of Derivative Instruments Designated as Hedging Instruments 
At September 30,2012 (Successor) 

$ in millions Fair Value Balance Sheet Location 

Short-term Derivative Positions 

Forward Power Contracts in an Asset Position 
Forward Power Contracts in a Liability Position 

0.4 Other prepa5Tnents and current assets 
(7.3) Other current liabilities 



Total Short-term Cash Flow Hedges 

Long-term Derivative Positions 

Forward Power Confracts in an Asset Position 
Forward Power Contracts in a Liability Position 
Interest Rate Hedges in a Liability Position 

Total Long-term Cash Flow Hedges 

(6.9) 

0.7 
(3.0) 

(35.7) 
(38.0) 

Other deferred assets 
Other deferred credits 
Other deferred credits 

Total Cash Flow Hedges (44.9) 

Fair Values of Derivative Instruments Designated as Hedging Instruments 
at December 31, 2011 (Successor) 

$ in millions Fair Value Balance Sheet Location 
Short-term Derivative Positions 

Forward Power Contracts in an Asset Position 
Forward Power Contracts in a Liability Position 

Total Short-term Cash Flow Hedges 

Long-term Derivative Positions 

Forward Power Confracts in an Asset Position 
Forward Power Confracts in a Liability Position 
Interest Rate Hedges in a Liability Position 

Total Long-term Cash Flow Hedges 

Total Cash Flow Hedges 

1.5 
(0.2) 

Other prepayments and current assets 
Other current liabilities 

1.3 

0.1 
(2.6) 

(32.5) 

Other deferred assets 
Other deferred credits 
Other deferred credits 

(35.0) 

(33.7) 

Mark to Market Accounting 
Certain derivative confracts are entered uito on a regular basis as part of our risk management program 
but do not qualify for hedge accountfrig or the normal purchase and sales exceptions under FASC 
Topic 815. Accordingly, such confracts are recorded at fafr value with changes fri the fafr value 
charged or credited to the Condensed Consolidated Statements of Results of Operations in the period 
in which the change occuned. This is commonly refened to as "MTM accounting." Confracts we 
enter into as part of our risk management program may be settled fuiancially, by physical delivery or 
net settled with the counterparty. We cunently mark to market Financial Transmission Rights 
(FTRs), heating oil futures, forward NYMEX-quality coal confracts and certain forward power 
confracts. 
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Certain qualifying derivative mstruments have been designated as normal purchases or normal sales 
confracts, as provided under GAAP. Derivative confracts that have been designated as normal 



purchases or normal sales under GAAP are not subject to MTM accounting freatment and are 
recognized in the Condensed Consolidated Statements of Results of Operations on an accraal basis. 

Regulatory Assets and Liabilities 
In accordance with regulatory accounting under GAAP, a cost that is probable of recovety in fiiture 
rates should be defened as a regulatory asset and a gain that is probable of beuig retumed to 
customers should be defened as a regulatory liability. Portions ofthe derivative confracts that are 
marked to market each reporting period and are related to the retail portion of DP&L's load 
requfrements are included as part ofthe fuel and purchased power recovery rider approved by the 
PUCO which began lanuary 1, 2010. Therefore, the Ohio retaU customers' portion ofthe heatiiig oil 
fiitures and the NYMEX-quality coal confracts are defened as a regulatory asset or liabUity until the 
confracts settle. If these unrealized gains and losses are no longer deemed to be probable of recovery 
through our rates, they will be reclassified into earnings in the period such determination is made. 

The following tables show the amount and classification within the Condensed Consolidated 
Statements of Results of Operations or Condensed Consohdated Balance Sheets ofthe gains and 
losses on DPL's derivatives not designated as hedging instruments for the three and nine months 
ended September 30,2012 and 2011. 

For the three months ended September 30,2012 (Successor) 

$ in millions 

Change in unrealized gain / (loss) 
Realized gain / (loss) 
Total 

Recorded on Balance Sheet: 
Partners' share of gain / (loss) 
Regulatory (asset) / Uability 

Recorded in Income Statement: 
Revenue 
Purchased Power 
Fuel 
O&M 
Total 

S 

$ . 

S 

gaii 

$! 

NYMEX 
Coal 

15.5 
(12.8) 

2.7 

4.7 
1.2 

i/(loss) 
-
-

(3.2) 
-

2.7 

] 

$ 

S 

$ 

$ 

Heating Oil 

0.5 

(0.1) 

0.5 
0.1 

FTRs 

0.5 S 

.$ 

0.5 $ 

0.2 

Power Total 

0.1 $ 
0.1 
0.2 $' 

0.2 $ 

(2.9) S 
0.1 

(2.8) $ 

- $ 

(2.4) 
(0.4) 

(2.8) $ 

12.7 
(12.1) 

0.6 

4.7 
L l 

(2.4) 
(0.2) 
(2.7) 
0.1 
0.6 

For the three months ended September 30,2011 (Predecessor) 

$ in miUions 

Change fri unrealized gain / (loss) 
Realized gain / (loss) 
Total 

Recorded on Balance Sheet: 
Partners' share of gain / (loss) 
Regulatory (asset) / liability 

$ 

$ • 

$ 

NYMEX 
Coal 

(27.9) 
4.3 

(23.6) 

(13.8) 
(4.0) 

Heatin 

$ 

$ 

$ 

gOU 

(1.6) 
0.5 

(1.1) 

(0.6) 

$ 

$" 

$ 

FTRs 

(0.1) 

(0.1) 

$ 

$" 

$ 

Power 

(0.3) 
1.2 
0.9 

".'" -r 

$ 

$] 

$ 

Total 

(29.9) 
6.0 

(23.9) 

(13.8) 
(4.6) 



Recorded in Income Statement: gain / (loss) 
Revenue 
Purchased Power 
Fuel (5.8) 
O&M 
Total $ (23.6) $ 

-
-

(0.5) 
-

(1.1) $ 

-
(0.1) 

-
-

(0.1) $ 

(1-6) 
2.5 

-
-

0.9 $ _ 

(1.6) 
2.4 

(6.3) 
-

(23.9) 
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For the nine months ended September 30,2012 (Successor) 
NYMEX 

$ in miUions Coal Heating Oil FTRs Power Total 

Change fri unrealized gafri/(loss) S 13.4 $ (1.5) $ (0.1) $ (0.6) $ 11.2 
Realized gain / (loss) (27.2) L9_ 0 ^ (4.2) (29.0) 

Total $ (13.8) S 0.4 $ 0.4 $ (4.8) $ (17.8) 

Recorded on Balance Sheet: , 
Partners'share ofgain/(loss) $ 3.5 $ - S - $ - $ 3.5 
Regulatory (asset) / liability 0.9 (0.6) - - . 0.3 

Recorded in Income Statement: gain / (loss) 
Revenue - - - (1.7) (1.7) 
Purchased Power - - 0.4 (3.1) (2.7) 
Fuel (18.2) 0.8 - - (17.4) 
O&M - 0.2 - - 0.2 

Total $ (13.8) S 0.4 $ 0.4 $ (4.8) $ (17.8) 

For the nine months ended September 30,2011 (Predecessor) 

$ in millions 

Change in unrealized gain / (loss) 
Realized gafri / (loss) 

Total 

Recorded on Balance Sheet: 
Partners' share ofgain / (loss) 
Regulatory (asset) / Uability 

$ 

$_ 

$ 

NYMEX 
Coal 

(41.6) 
8.1 

(33.5) 

(21.2) 
(5.9) 

Heating Oil 

$ 

$ _ 

$ 

1.5 
1.5 

-
0.1 

$ 

$ 

$ 

FTRs 

(0.1) 
(0.6) 
(0.7) 

-
-

$ 

$_ 

$ 

Power 

0.6 
(0.8) 
(0.2) 

-
-

$ 

$_ 

$ 

Total 

(41.1) 
8.2 

(32.9) 

(21.2) 
(5.8) 

Recorded in Income Statement: gaiii / (loss) 



Revenue 
Purchased Power 
Fuel 
O&M 

Total 

-
-

(6.4) 
-

(33.5) $ 

-
-

1 3 
0.1 
1.5 $ 

-
(0.7) 

-
-

(0.7) $ 

(6.3) 
6.1 

-
-

(0.2) $ 

(6.3) 
5.4 

(5.1) 
0.1 

(32.9) 
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The following table shows the fafr value and balance sheet classification of DPL's derivative 
instruments not designated as hedging instruments at September 30, 2012: 

Fair Values of Derivative Instruments Not Designated as Hedging Instruments 
At September 30, 2012 (Successor) 

$ in millions Fair Value Balance Sheet Location 

Short-term Derivative Positions 

FTRs in an Asset Position 
FTRs in a Liability Position 
Forward Power Confracts in an Asset Position 
Forward Power Confracts in a Liability Position 
NYMEX-quality Coal Forwards iii a Liability 
Position 
Heating Oil Futures in an Asset Position 
Total Short-term Derivative MTM Positions 

Long-term Derivative Positions 

0.1 
(0.1) 
12.0 
(8.3) 

(Ll) 
0.3 

2.9 

Other prepayments and current assets 
Other current liabilities 
Other prepa}Tnents and current assets 
Other current liabilities 

Other current liabilities 
Other prepayments and current assets 

Forward Power Contracts in an Asset Position 
Forward Power Confracts in a Liability Position 
NYMEX-quality Coal Forwards in a Liability 
Position. 
Heating Oil Futures in an Asset Position 
Total Long-term Derivative MTM Positions 

Net MTM Position $ 
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3.7 
(2.4) 

_ 

0.1 
1.4 

4.3 

Other deferred assets 
Other deferred credits 

Other deferred credits 
Other deferred assets 



The following table shows the fafr value and balance sheet classification of DPL's derivative 
instruments not designated as hedging instruments at December 31, 2011: 

Fair Values of Derivative Instruments Not Designated as Hedging Instruments 
at December 31,2011 (Successor) 

$ in millions 
Short-term Derivative Positions 

FTRs in an Asset Position 
Forward Power Confracts in an Asset Position 
Forward Power Confracts in a Liability Position 
NYMEX-quality Coal Forwards in a Liability 
Position 
Heating Oil Futures in an Asset Position 
Total Short-term Derivative MTM Positions 

Long-term Derivative Positions 

$ 

Fair Value 

0.1 
9.9 

(6.5) 

(8.3) 
1.8 

(3.0) 

Balance Sheet Location 

Other current liabilities 
Other prepayments and current assets 
Other current liabilities 

Other current liabilities 
Other prepayments and current assets 

Forward Power Confracts in an Asset Position 5.8 Other deferred assets 
Forward Power Confracts in a Liability Position (4.0) Other deferred credits 
NYMEX-quality Coal Forwards in a Liability Other deferred credits 
Position (6.2) 
Total Long-term Derivative MTM Positions (4.4) 

Net MTM Position $ (7.4) 

Certain of our OTC commodity derivative confracts are under master netting agreements that contain 
provisions that requfre our debt to maintaui an investment grade credit rating from credit rating 
agencies. Even though our debt has fallen below investment grade, our counterparties to the 
derivative instruments have not requested immediate payment or demanded frnmediate and ongoing 
fiill overnight coUateralization ofthe MTM loss. 

The aggregate fafr value of DPL's commodity derivative instruments that are in a MTM loss position 
at September 30,2012 is $22.2 million. This amount is offset by $12.6 nullion of collateral posted 
dfrectly with thfrd parties and in a broker margin account which offsets our loss positions on the 
forward confracts. This liability position is further offset by the asset position of counterparties with 
master netting agreements of $4.4 miUion. If our counterparties were to call for collateral, we could 
have to post collateral for the remaining $5.2 miUion. 

11. Common Shareholder's Equity 

Effective on the Merger date, DPL adopted Amended Articles of Incorporation providing for 1,500 
authorized common shares, of which one share is outstanding at September 30, 2012. 

On October 28, 2009, the DPL Board of Dfrectors approved a Stock Repurchase Program that 
permitted DPL to use proceeds from the exercise of DPL wanants by warrant holders to repurchase 
other outstanding DPL wanants or its common stock from time to time in the open market, through 
private fransactions or otherwise. This 2009 Stock Repurchase Program was scheduled to run 
through lune 30, 2012, but was suspended in connection with the Merger with The AES Corporation, 
discussed in Note 2. In June 2011, 0.7 million wanants were exercised with proceeds of $14.7 



million. Since the Stock Repurchase Program was suspended, the proceeds from the June 2011 
exercise of wanants were not used to repurchase stock. 

As a result ofthe Merger involving DPL and AES, the outstanding shares of DPL common stock 
were converted into the right to receive merger consideration of $30.00 per share. When the 
remaining wanants were exercised in March 2012, DPL paid the wanant holders an amount equal to 
$9.00 per wanant, which was 
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the difference between the merger consideration of $30.00 per share of DPL conunon stock and the 
exercise price of $21.00 per share. This amount was recorded as a $9.0 million liability at the 
Merger date. At December 31,2011, DPL had 1.0 million outstanding wanants which were 
exercised in March 2012. At September 30,2012, there are no remaining wanants outstanding. 

ESOP 
In October 1992, our Board of Dfrectors approved the formation of a Company-sponsored ESOP to 
fimd matching contributions to DP&L's 401(k) retfrement savings plan and certain other payments to 
eligible full-time employees. ESOP shares used to fimd matching confributions to DP&L's 401(k) 
vested after two, three or five years of service in accordance with the match formula effective for the 
respective plan match year; other compensation shares awarded vested immediately. 

During December 2011, the ESOP Plan was terminated and participant balances were fransfened to 
one ofthe two DP&L sponsored defmed confribution 401(k) plans. On December 5, 2011, the ESOP 
Trust paid the total outstanding principal and interest of $68.2 million on the loan with DPL, usfrig the 
merger proceeds from unallocated DPL common stock held within the ESOP suspense account. 

12. Earnings per Share 

Basic EPS is based on the weighted-average number of DPL common shares outstanding during the 
year. Diluted EPS is based on the weighted-average number of DPL common and common-equivalent 
shares outstanding during the year, except in periods where the inclusion of such common-equivalent 
shares is anti-dilutive. Excluded from outstanding shares for these weighted-average computations 
during 2011 were shares held by DP&L's Master Trust Plan for defened compensation and unreleased 
shares held by DPL's ESOP. 

The common-equivalent shares excluded from the calculation of diluted EPS, because they were anti-
dilutive, were not material for the three and nine months ended September 30, 2011. Effective with 
the Merger with AES, DPL is an indfrectly wholly owned subsidiary of AES and eamings per share 
information is no longer requfred. 
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The following illusfrates the reconciliation ofthe numerators and denominators ofthe basic and 
diluted EPS computations: 

Successor 
Three Months Ended 
September 30,2012 

$ and shares in millions 
except 
per share amounts 
Basic EPS 

Effect of Dilutive 
Securities: 

Wanants 

Stock options, performance 
and resfricted shares 

Income 
N/A 

Shares 
N/A 

N/A 

N/A 

Per 
Share 
N/A 

Income 
$ 67.1 

Shares 
115.0 $ 

0.3 

0.2 

Per 
Share 

0.6 

Diluted EPS N/A 

Predecessor 
Three Months Ended 
September 30,2011 

67.1 115.5 $ 0.6 

Successor 
Nine Months Ended 
September 30,2012 

$ and shares in millions 
except 
per share amounts 
Basic EPS 

Effect of Dilutive 
Securities: 

Wanants 

Stock options, performance 
and resfricted shares 

Income 
N/A 

Shares 
N/A 

N/A 

N/A 

Per 
Share 
N/A 

Income 
$ 142.3 

Shares 
114.4 $ 

0.4 

0.2 

Per 
Share 

1.2 

Diluted EPS N/A N/A N/A 

Predecessor 
Nine Months Ended 
September 30, 2011 

142.3 115.0 $ 1.2 

13. Contractual Obligations, Commercial Commitments and Contingencies 

DPL Inc. - Guarantees 
In the normal course of business, DPL enters into various agreements with its wholly owned 
subsidiaries, DPLE and DPLER and its wholly owned subsidiary, MC Squared, providing fmancial or 
performance assurance to thfrd parties. These agreements are entered into primarily to support or 
enhance the creditworthiness otherwise atfributed to these subsidiaries on a stand-alone basis, thereby 
facilitating the extension of sufficient credit to accomplish these subsidiaries' intended commercial 
purposes. 



At September 30,2012, DPL had $24.4 mUlion ofguarantees to thfrd parties for fiiture fmancial or 
performance assurance under such agreements, including $24.1 miUion ofguarantees, on behalf of 
DPLE and DPLER and $0.3 miUion ofguarantees on behalf of MC Squared. The guarantee 
arfangements entered into by DPL with these thfrd parties cover select present and future obligations 
of DPLE, DPLER and MC Squared to such beneficiaries and are terminable by DPL upon written 
notice within a certain time to the beneficiaries. The carrying amount of obligations for commercial 
fransactions covered by these guarantees and recorded in our Condensed Consolidated Balance Sheets 
was $1.0 miUion at September 30, 2012. 
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To date, DPL has not incuned any losses related to the guarantees of DPLE's, DPLER's and MC 
Squared's obligations and we believe it is remote that DPL would be requfred to perform or incur any 
losses in the fiiture associated with any ofthe above guarantees of DPLE's, DPLER's and MC 
Squared's obligations. 

Equity Ownership Interest 
DP&L owns a 4.9% equity ownership interest in an elecfric generation company which is recorded 
using the cost method of accounting under GAAP. As of September 30, 2012, DP&L could be 
responsible for the repayment of 4.9%, or $78.8 million, of a $1,607.8 million debt obligation that 
features maturities from 2013 to 2040. This would only happen if this electric generation company 
defaulted on its debt payments. As of September 30, 2012, we have no knowledge of such a 
default. 

Commercial Commitments and Contractual Obligations 
There have been no material changes, outside the ordinary course of business, to our commercial 
commitments and to the information disclosed in the confractual obligations table in our Form 10-K 
for the fiscal year ended December 31, 2011. 

Contingencies 
In the normal course of business, we are subject to various lawsuits, actions, proceedings, claims and 
other matters asserted under laws and regulations. We beheve the amounts provided in our 
Condensed Consohdated Financial Statements, as prescribed by GAAP, are adequate in light ofthe 
probable and estimable contingencies. However, there can be no assurances that the actual amounts 
requfred to satisfy alleged liabilities from various legal proceedings, claims, tax examinations and 
other matters discussed below, and to comply with apphcable laws and regulations, will not exceed 
the amounts reflected m our Condensed Consolidated Financial Statements. As such, costs, if any, 
that may be incuned in excess of those amounts provided as of September 30, 2012, cannot be 
reasonably determined. 

Environmental Matters 
DPL, DP&L and our subsidiaries' facilities and operations are subject to a wide range of federal, state 
and local envfronmental regulations and laws. As weU as imposing continuing compliance 
obligations, these laws and regulations authorize the imposition of substantial penalties for 
noncomphance, including fines, injunctive relief and other sanctions. In the normal course of 
business, we have investigatory and remedial activities underway at these facilities to comply, or to 
determine compliance, with such regulations. We record liabilities for losses that are probable of 
occuning and can be reasonably estimated fri accordance with the provisions of GAAP. We have 
estimated liabilities of approximately $4.0 million for envfronmental matters. We evaluate the 
potential liability related to probable losses quarterly and may revise our estimates. Such revisions in 



the estimates ofthe potential liabilities could have a material adverse effect on our results of 
operations, financial condition or cash flows. 

We have several pending envfronmental matters associated with our power plants. Some of these 
matters could have material adverse impacts on our business and on the operation ofthe power plants; 
especially the plants that do not have SCR and FGD equipment installed to fiirther confrol certain 
emissions. Cunently, Hutchings and Beckjord are our only coal-ffred power plants that do not have 
this equipment installed. DP&L owns 100% ofthe Hutchings station and a 50% interest in Beckjord 
Unit 6. 

On July 15, 2011, Duke Energy, a co-owner at the Beckjord Unfr 6 facility, filed thefr Long-term 
Forecast Report with the PUCO. The plan indicated that Duke Energy plans to cease production at 
the Beckjord Station, including our jointly owned Unit 6, in December 2014. This was followed by a 
notification by Duke Energy to PJM, dated Febraary 1, 2012, of a planned April 1, 2015 deactivation 
of this unit. Beckjord Unit 6 was valued at zero at the Merger date. 

We are considering options for the Hutchings station, but have not yet made a final decision. DP&L 
has informed PJM that Hutchings Unit 4 has incuned damage to a rotor and will be deactivated and 
unavailable for service until at least June 1, 2014, if not indeterminately. In addition, DP&L has 
notified PJM that Hutchings Units 1 and 2 will be deactivated by June 1, 2015. Hutchings was valued 
at zero at the Merger date. 

DPL revalued DP&L's investment in the above plants at the estimated fafr value for each plant at the 
Merger date. 
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Environmental Matters Related to Air Quality 

Clean Air Act Compliance 
In 1990, the federal government amended the CAA to fiirther regulate afr pollution. Under the CAA, 
the USEPA sets limits on, among other things, how much of certain designated pollutants can be in 
the ambient afr anywhere in the United States. The CAA allows individual states to have sfronger 
pollution confrols than those set under the CAA, but states are not aUowed to have weaker pollution 
confrols than those set for the whole country. The CAA has a material effect on our operations and 
such effects are detailed below with respect to certain programs under the CAA. 

Cross-State Air Pollution Rule 
The USEPA promulgated the "Clean Afr Interstate Rule" (CAIR) on March 10, 2005, which requfred 
allowance sunender for SO2 and NOx emissions from existing power plants located in 28 eastern 
states and the Disfrict of Columbia. CAIR contemplated two implementation phases. The ffrst phase 
was to begin in 2009 and 2010 for NOx and SO2, respectively. A second phase with additional 
allowance sunender obligations for both afr emissions was to begin fri 2015. To implement the 
requfred emission reductions for this rale, the states were to establish emission allowance based "cap-
and-frade" programs. CAIR was subsequently challenged in federal court, and on July 11, 2008, the 
United States Court of Appeals for the D.C. Cfrcuit issued an opinion sfriking down much of CAIR 
and remanding it to the USEPA. 



In response to the D.C. Cfrcuit's opinion, on July 7,2011, the USEPA issued a final rule titled 
"Federal Implementation Plans to Reduce Interstate Transport of Fine Particulate Matter and Ozone in 
27 States," which is now refened to as die Cross-State Afr Pollution Rule (CSAPR). Starting in 2012, 
CSAPR would have requfred significant reductions in SO2 and NOx emissions from covered sources, 
such as power plants. Once fiilly implemented in 2014, the rule would requfre additional SO2 emission 
reductions of 73% and additional NOx reductions of 54% from 2005 levels. Many states, utilities and 
other affected parties filed petitions for review, challenging the CSAPR before the U.S. Court of 
Appeals for the Disfrict of Columbia. A large subset ofthe Petitioners also sought a stay ofthe 
CSAPR. On December 30,2011, the D.C. Cfrcmt granted a stay ofthe CSAPR and dfrected the 
USEPA to continue administering CAIR On August 21,2012, a three-judge panel ofthe D.C. Cfrcuit 
Court vacated CSAPR, raling that USEPA overstepped its regulatory authority by requiring states to 
make reductions beyond the levels requfred in the CAA and failed to provide states an initial 
opportunity to adopt thefr own measures for achieving federal compliance. As a result of this ruling, 
the surviving provisions of CAIR will continue to serve as the goveming program until USEPA takes 
fiirther action or the U.S. Congress intervenes. Assuming that USEPA constructs a replacement 
interstate fransport mle addressing the D.C. Cfrcuit Court's ruling, it will likely take three years or 
more before companies would be requfred to comply with a replacement rule. At this time, it is not 
possible to predict the details of such a replacement fransport mle or what impacts it may have on our 
consolidated financial condition, results of operations or cash flows. On October 5, 2012, USEPA, 
several states and cities, as well as envfronmental and health organizations, filed petitions with the 
D.C. Cfrcuit Court requesting a rehearing by all of the judges ofthe D.C. Cfrcuit Court ofthe case 
pursuant to which the three-judge panel ruled that CSAPR be vacated. As of November 6, 2012, the 
D.C. Cfrcuit Court had not mled on USEPA's petition for rehearing. We cannot predict whether the 
D.C. Cfrcuit Court wiU grant a rehearing or, if a rehearing is granted, whether CSAPR wiU be 
ultimately reinstated and frnplemented in its current form or a modified form. If CSAPR were to be 
reinstated m its current form, we do not expect any material capital costs for DP&L's plants, 
assuming Beckjord 6 and Hutchings generating stations will not operate on coal in 2015 due to 
frnplementation ofthe Mercury and Afr Toxics Standards. Because we cannot predict the final 
outcome ofthe CSAPR rulemaking, we cannot predict its financial impact on DP&L's operations. 

Mercury and Other Hazardous Air Pollutants 
On May 3,2011, the USEPA published proposed Maximum Achievable Confrol Technology 
(MACT) standards for coal- and oil-ffred elecfric generating units. The standards include new 
requfrements for emissions of mercury and a number of other heavy metals. The USEPA 
Adminisfrator signed the final rule, now called MATS (Mercury and Afr Toxics Standards), on 
December 16, 2011, and the rale was published in the Federal Register on Febmary 16, 
2012. Affected electric generating units (EGUs) will have to come frito compliance with the new 
requfrements by April 16, 2015, but may be granted an additional year contingent on Ohio EPA 
approval. DP&L is evaluating the costs that may be incurred to comply with the new requfrement; 
however, MATS is expected to have a material adverse effect on our unconfrolled units. 
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On AprU 29,2010, the USEPA issued a proposed rule that would reduce emissions of toxic afr 
pollutants from new and existing indusfrial, commercial and institutional boilers, and process heaters 
at major and area source facilities. The final rule was pubhshedfri the Federal Register on March 21, 
2011. This regulation affects seven auxiliary boilers used for start-up purposes at DP&L's generation 
facilities. The regulations contain emissions limitations, operating Ifrnitations and other 
requfrements. In December 2011, the USEPA proposed additional changes to this rule and solicited 
comments. CompUance costs are not expected to be material to DP&L's operations. 



On May 3, 2010, the USEPA finalized the "National Emissions Standards for Hazardous Air 
Pollutants" for compression ignition (CI) reciprocating intemal combustion engines (RICE). The 
units affected at DP&L are 18 diesel elecfric generating engines and eight emergency "black start" 
engines. The existing CI RICE units must comply by May 3, 2013. The regulations contain 
emissions limitations, operating limitations and other requfrements. Compliance costs for DP&L's 
operations are not expected to be material. 

Carbon and Other Greenhouse Gas Emissions 
In response to a U.S. Supreme Court decision that the USEPA has the authority to regulate CO2 
emissions from motor vehicles, the USEPA made a finding that CO2 and certain other GHGs are 
pollutants under the CAA. Subsequently, imder the CAA, USEPA determined that CO2 and other 
GHGs from motor vehicles threaten the health and welfare of fiiture generations by confributing to 
climate change. This finding became effective in January 2010. Numerous affected parties have 
petitioned the USEPA Adminisfrator to reconsider this decision. On April 1, 2010, USEPA signed the 
"Light-Duty Vehicle Greenhouse Gas Emission Standards and Corporate Average Fuel Economy 
Standards" rale. Under USEPA's view, this is the final action that renders CO2 and other GHGs 
"regulated afr pollutants" under the CAA. 

Under USEPA regulations finalized m May 2010 (refened to as the "Tailoring Rule"), the USEPA 
began regulating GHG emissions from certain stationary sources fri January 2011. The Tailoring Rule 
sets forth criteria for determining which facilities are requfred to obtain permits for thefr GHG 
emissions pursuant to the CAA Prevention of Significant Deterioration and Title V operating permit 
programs. Under the Tailoring Rule, permitting requfrements are bemg phased in through successive 
steps that may expand the scope of covered sources over time. The USEPA has issued guidance on 
what the best available confrol technology entaUs for the confrol of GHGs and individual states are 
requfred to determine what confrols are requfred for facilities on a case-by-case basis. The ultimate 
impact ofthe Tailoring Rule to DP&L caimot be determined at this time, but the cost of compliance 
could be material. 

On April 13,2012, the USEPA published its proposed GHG standards for new elecfric generating 
units (EGUs) under CAA subsection 111 (b), which would requfre certain new EGUs to meet a 
standard of 1,000 pounds of CO2 per megawatt-hour, a standard based on the emissions limitations 
achievable through natural gas combined cycle generation. The proposal anticipates that affected 
coal-ffred units would need to install carbon capture and storage or other expensive CO2 emission 
confrol technology to meet the standard. Furthermore, the USEPA may propose and promulgate 
guidelines for states to address GHG standards for existing EGUs under CAA subsection 
111(d). These latter rales may focus on energy efficiency improvements at power plants. We cannot 
predict the effect of these standards, if any, on DP&L's operations. 

Approximately 99% ofthe energy we produce is generated by coal. DP&L's share of CO2 emissions 
at generating stations we own and co-own is approximately 16 million tons annually. Further GHG 
legislation or regulation finalized at a fiiture date could have a significant effect on DP&L's 
operations and costs, which could adversely affect our net income, cash flows and financial 
condition. However, due to the uncertainty associated with such legislation or regulation, we cannot 
predict the final outcome or the ffriancial impact that such legislation or regulation may have on 
DP&L. 

On September 22, 2009, the USEPA issued a fmal rale for mandatory reporting of GHGs from large 
sources that emit 25,000 mefric tons per year or more of GHGs, including EGUs. DP&L has 
submitted to USEPA GHG emission reports for 2011 and 2010. While this reporting rale will guide 
development of policies and programs to reduce emissions, DP&L does not anticipate that the 
reporting rale will itself result in any significant cost or other effect on cunent operations. 
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Litigation, Notices of Violation and Other Matters Related to Air Quality 

Litigation Involving Co-Owned Plants 
On June 20, 2011, the U.S. Supreme Court raled that the USEPA's regulation of GHGs under the 
CAA displaced any right that plaintiffs may have had to seek similar regulation through federal 
common law litigation in the court system. Although we are not named as a party to these lawsuits, 
DP&L is a co-owner of coal-ffred plants with Duke Energy and AEP (or thefr subsidiaries) that could 
have been affected by the outcome of these lawsuits or similar suits that may have been filed against 
other elecfric power companies, including DP&L. Because the issue was not squarely before it, the 
U.S. Supreme Court did not rale against the portion of plaintiffs' original suits that sought relief under 
state law. 

As a result of a 2008 consent decree entered into with the Siena Club and approved by the U.S. 
District Court for the Southem Disfrict of Ohio, DP&L and the other owners ofthe J.M. Smart 
generating station are subject to certain specified emission targets related to NOx, SO2 and particulate 
matter. The consent decree also includes commitments for energy efficiency and renewable energy 
activities. An amendment to the consent decree was entered into and approved in 2010 to clarify how 
emissions would be computed during malfunctions. Continued compliance with the consent decree, 
as amended, is not expected to have a material effect on DP&L's results of operations, financial 
condition or cash flows in the fiiture. 

Notices of Violation Involving Co-Owned Plants 
In November 1999, the USEPA filed civil complaints and NOVs against operators and owners of 
certain generation facilities for alleged violations ofthe CAA. Generation units operated by Duke 
Energy (Beckjord Unit 6) and CSP (Conesville Unit 4) and co-owned by DP&L were referenced ki 
these actions. Although DP&L was not identified in the NOVs, civil complaints or state actions, the 
results of such proceedings could materially affect DP&L's co-owned plants. 

In June 2000, the USEPA issued an NOV to the DP&L-operated J.M. Smart generating station (co-
owned by DP&L, Duke Energy, and CSP) for alleged violations ofthe CAA. The NOV contained 
aUegations that Smart station engaged m projects between 1978 and 2000 without New Source 
Review and Prevention of Significant Deterioration permits that resulted in significant increases in 
particulate matter, SO2, and NOx. These aUegations are consistent with NOVs and complaints that the 
USEPA had brought agauist numerous other coal-ffred utilities in the Midwest. The NOV indicated 
the USEPA may: (1) issue an order requfring compliance with the requfrements ofthe Ohio SIP; or 
(2) bring a civil action seeking injunctive relief and civil penalties of up to $27,500 per day for each 
violation. To date, neither action has been taken. DP&L cannot predict the outcome of this matter. 

In December 2007, the Ohio EPA issued an NOV to the DP&L-operated Killen generating station 
(co-ovmed by DP&L and Duke Energy) for alleged violations ofthe CAA. The NOV alleged 
deficiencies in the continuous monitoring of opacity. We submitted a compUance plan to the Ohio 
EPA on December 19, 2007. To date, no fiuther actions have been taken by the Ohio EPA. 

On March 13, 2008, Duke Energy, the operator ofthe Zimmer generating station, received an NOV 
and a Finding of Violation (FOV) from the USEPA alleging violations ofthe CAA, the Ohio State 
Implementation Program (SIP) and permits for the station in areas including SO2, opacity and 
increased heat input. A second NOV and FOV with similar allegations was issued on November 4, 
2010. Alsoin2010, USEPA issued an NOV to Zimmer for excess emissions. DP&L is a co-owner 
ofthe Zimmer generating station and could be affected by the eventaal resolution of these 



matters. Duke Energy is expected to act on behalf of itself and the co-owners with respect to these 
matters. DP&L is unable to predict the outcome of these matters. 

Notices of Violation Involving Wholly Owned Plants 
In 2007, the Ohio EPA and the USEPA issued NOVs to DP&L for aUeged violations ofthe CAA at 
the Hutchings station. The NOVs' alleged deficiencies relate to stack opacity and particulate 
emissions. Discussions are under way with the USEPA, the U.S. Department of Justice and Ohio 
EPA. On November 18, 2009, the USEPA issued an NOV to DP&L for alleged NSR violations of 
the CAA at the Hutchings station relating to capital projects performed in 2001 involving Unit 3 and 
Unit 6. DP&L does not believe that the projects described in the NOV were modifications subject to 
NSR. DP&L is engaged in discussions with the USEPA and the U.S. Department of Justice to 
resolve these matters, but DP&L is unable to determine the timing, costs or method by which these 
issues may be resolved. The Ohio EPA is kept apprised of these discussions. 
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Environmental Matters Related to Water Quality, Waste Disposal and Ash Ponds 

Clean Water Ac t - Regulation of Water Intake 
On July 9, 2004, the USEPA issued final mles pursuant to the Clean Water Act goveming existing 
facilities that have cooling water intake stractures. The rales requfre an assessment of impingement 
and/or enfrainment of organisms as a result of cooling water withdrawal. A number of parties 
appealed the rules. In April 2009, the U.S. Supreme Court raled that the USEPA did have the 
authority to compare costs with benefits in determining best technology available. The USEPA 
released new proposed regulations on March 28, 2011, pubhshed in the Federal Register on April 20, 
2011. We submitted cormnents to the proposed regulations on August 17, 2011. It is anticipated that 
the fmal roles will be promulgated in mid-2013. We do not yet know the effect these proposed rules 
will have on our operations. 

Clean Water Act — Regulation of Water Discharge 
In December 2006, we submitted an application for the renewal ofthe Staart station NPDES Permit 
that was due to expfre on June 30,2007. In July 2007, we received a draft permit proposing to 
continue our authority to discharge water from the station into the Ohio River. On Febmary 5, 2008, 
we received a letter from the Ohio EPA indicating that they intended to impose a compUance schedule 
as part ofthe final Permit, that requfres us to implement one of two diffiiser options for the discharge 
of water from the station into the Ohio River as identified in a thermal discharge smdy completed 
during the previous permit term. Subsequently, DP&L and the Ohio EPA reached an agreement to 
allow DP&L to resfrict public access to the water discharge area as an altemative to installing one of 
the diffiiser options. Ohio EPA issued a revised draft permit that was received on November 12, 
2008. In December 2008, the USEPA requested that die Ohio EPA provide additional information 
regarding the thermal discharge in the draft permit. In June 2009, DP&L provided information to the 
USEPA in response to thefr request to the Ohio EPA. fri September 2010, the USEPA formally 
objected to a revised permit provided by Ohio EPA due to questions regarding the basis for the 
altemate thermal limitation. In December 2010, DP&L requested a public hearing on the objection, 
which was held on March 23,2011. We participated in and presented our position on the issue at the 
hearing and in written comments submitted on April 28,2011. In a letter to the Ohio EPA dated 
September 28,2011, the USEPA reaffirmed its objection to the revised permit as previously drafted 
by the Ohio EPA. This reaffirmation stipulated that if the Ohio EPA does not re-draft the permit to 



address the USEPA's objection, then the authority for issuing the permit will pass to the USEPA. The 
Ohio EPA issued another draft permh in December 2011 and a pubhc hearing was held on Febraary 2, 
2012. The draft permit would requfre DP&L, over the 54 months following issuance of a final 
permit, to take undefined actions to lower the temperature of its discharged water to a level 
unachievable by the station under its current design or alternatively make other significant 
modifications to the cooling water system. DP&L submitted comments to the draft permit and is 
considering legal options. On May 17,2012, we met with Ohio EPA to discuss this matter. In late 
August 2012, Ohio EPA provided DP&L with a revised draft permit which included some 
modifications based on our previous comments. We are reviewing this revised draft. Depending on 
the outcome ofthe process, the effects could be material on DP&L's operations. 

In September 2009, the USEPA announced that it will be revising technology-based regulations 
goveming water discharges from steam electric generating facilities. The ralemaking included the 
collection of information via an industry-wide questionnafre as well as targeted water sampling efforts 
at selected facilities. It is anticipated that the USEPA wiU release a proposed mle by late 2012 with a 
final regulation in place by mid-2014. At present, DP&L is unable to predict the impact this 
ralemaking will have on its operations. 

In April 2012, DP&L received an NOV related to the constraction ofthe Carter Hollow landfill at the 
J.M. Staart station. The NOV indicated that constmction activities caused sediment to flow into 
downsfream creeks. In addition, the U.S. Army Corps of Engineers issued a Cease and Desist order 
followed by a notice suspending the previously issued Corps permit authorizing work associated with 
the landfiU. DP&L has installed sedimentation ponds as part ofthe runoff confrol measures to 
address this issue and is working with the various agencies to resolve thefr concems including 
entering into settlement discussions with USEPA, although they have not issued any formal Notice of 
Violation. This may affect the landfill's constraction schedule and delay its operational date. DP&L 
has accraed an immaterial amount for anticipated penalties related to this issue. 
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Regulation of Waste Disposal 
In September 2002, DP&L and other parties received a special notice that the USEPA considers us to 
be a PRP for the clean-up of hazardous substances at the South Dayton Dump landfiU site. In August 
2005, DP&L and other parties received a general notice regarding the performance of a Remedial 
Investigation and Feasibility Stady (RI/FS) under a Superfund Altemative Approach. In October 
2005, DP&L received a special notice letter inviting it to enter into negotiations with the USEPA to 
conduct the RI/FS. No recent activity has occurred with respect to that notice or PRP 
statas. However, on August 25, 2009, the USEPA issued an Adminisfrative Order requfring that 
access to DP&L's service center building site, which is across the sfreet from the landfill site, be 
given to the USEPA and the existing PRP group to help determine the extent ofthe landfill site's 
contamination as well as to assess whether certain chemicals used at the service center building site 
might have migrated through groundwater to the landfill site. DP&L granted such access and driUing 
of soil borings and installation of monitoring wells occurred in late 2009 and early 2010. On May 24, 
2010, three members ofthe existing PRP group, Hobart Corporation, Kelsey-Hayes Company and 
NCR Corporation, filed a civil complaint in the United States District Court for the Southem District 
of Ohio against DP&L and numerous other defendants alleging that DP&L and the other defendants 
contributed to the contamination at the South Dayton Dump landfill site and seeking reimbursement 
ofthe PRP group's costs associated with the investigation and remediation ofthe site. On Febraary 



10, 2011, the Court dismissed claims against DP&L that related to allegations that chemicals used by 
DP&L at its service center confributed to the landfill site's contamination. The Court, however, did 
not dismiss claims alleging financial responsibility for remediation costs based on hazardous 
substances from DP&L that were allegedly dfrectly delivered by track to the landfiU. Discovery, 
including depositions of past and present DP&L employees, is ongoing. In June 2012, DP&L filed a 
motion for summary judgment on grounds that the remaining claims for confribution are baned by a 
statate of limitations. The plaintiffs opposed that motion and, additionally, have filed a motion 
seeking Court leave to Jimend thefr complaint to add more than 20 new defendants to the case and to 
recharacterize and re-allege claims against DP&L that the Court dismissed in its Febraary 10, 2011 
order. On October 26, 2012, DP&L received another request to access DP&L's service center 
building site to assess whether certain chemicals used at the service center building site might have 
migrated through groundwater to the landfill site. While DP&L is unable to predict the outcome of 
these matters, if DP&L were requfred to contribute to the clean-up ofthe site, it could have a material 
adverse effect on its operations. 

In December 2003, DP&L and other parties received a special notice that the USEPA considers us to 
be a PRP for the clean-up of hazardous substances at the Tremont City landfill site. Information 
available to DP&L does not demonsfrate that it confributed hazardous substances to the site. While 
DP&L is unable to predict the outcome of this matter, if DP&L were requfred to confribute to the 
clean-up ofthe site, it could have a material adverse effect on its operations. 

On April 7, 2010, the USEPA pubhshed an Advance Notice of Proposed Rulemaking aimouncing that 
it is reassessing existing regulations goveming the use and disfribution in commerce of 
polychlorinated biphenyls (PCBs). While this reassessment is in the early stages and the USEPA is 
evaluating information from potentiaOy affected parties on how it should proceed, the outcome may 
have a material adverse effect on DP&L. The USEPA has indicated that a proposed rale will be 
released in late 2012 or early 2013. At present, DP&L is unable to predict the impact this initiative 
will have on its operations. 

Regulation of Ash Ponds 
In March 2009, the USEPA, through a formal Information Collection Request, collected information 
on ash pond facilities across the country, including those at Killen and J.M. Staart 
stations. Subsequently, the USEPA collected similar information for the Hutchings station. 

In August 2010, the USEPA conducted an inspection ofthe Hutchings station ash ponds. In June 
2011, the USEPA issued a fmal report from the inspection including recommendations relative to the 
Hutchings station ash ponds. DP&L is unable to predict whether there wUl be additional USEPA 
action relative to DP&L's proposed plan or the effect on operations that might arise under a different 
plan. 

In June 2011, the USEPA conducted an inspection ofthe Killen station ash ponds. In June 2012, the 
USEPA issued a draft report from the inspection that noted no significant issues with the ash 
ponds. DP&L provided comments on the draft report and DP&L is unable to predict the outcome 
this inspection wUl have on its operations. 
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There has been increasing advocacy to regulate coal combustion byproducts under the Resource 
Conservation Recovery Act (RCRA). On June 21,2010, the USEPA published a proposed rale 
seeking comments on two options under consideration for the regulation of coal combustion 



byproducts including regulating the material as a hazardous waste under RCRA Subtitle C or as a 
solid waste under RCRA Subtitle D. The USEPA anticipates issuing a final rale on this topic in late 
2012 or early 2013. DP&L is unable to predict the financial effect of this regulation, but if coal 
combustion byproducts are regulated as hazardous waste, it is expected to have a material adverse 
effect on operations. 

Notice of Violation Involving Co-Owned Plants 
On September 9, 2011, DP&L received a notice of violation from the USEPA with respect to its co-
owned J.M. Staart generating station based on a compliance evaluation inspection conducted by the 
USEPA and Ohio EPA in 2009. The notice alleged non-compliance by DP&L with certain 
provisions ofthe RCRA, the Clean Water Act NPDES permit program and the station's storm water 
pollution prevention plan. The notice requested that DP&L respond with the actions it has 
subsequently taken or plans to take to remedy the USEPA's ffriduigs and ensure that further violations 
will not occur. Based on its review ofthe findings, although there can be no assurance, we believe 
that the notice wUl not result in any material effect on DP&L's results of operations, financial 
condition or cash flow. 

Legal and Other Matters 

In Febraary 2007, DP&L filed a lawsuit fri the United States District Court for Southem Disfrict of 
Ohio against Appalachian Fuels, LLC ("Appalachian") seeking damages incuned due to 
Appalachian's failure to supply approximately 1.5 million tons of coal to two commonly owned plants 
under a coal supply agreement, of which approximately 570 thousand tons was DP&L's 
share. DP&L obtained replacement coal to meet its needs. Appalachian has denied liabUity, and is 
currently in federal bankraptcy proceedings fri which DP&L is participating as an unsecured 
creditor. DP&L is unable to determine the ultimate resolution of this matter. DP&L has not recorded 
any assets relating to possible recovery of costs in this lawsuit. 

hi cormection with DP&L and other utilities joining PJM in 2006, the FERC ordered utilities to 
eliminate certain charges to implement fransitional payments, known as SECA, effective December 1, 
2004 through March 31,2006, subject to refimd. Through this proceeding, DP&L was obligated to 
pay SECA charges to other utilities, but received a net benefit from these fransitional payments. A 
hearing was held and an initial decision was issued in August 2006. A final FERC order on this issue 
was issued on May 21, 2010 that substantially supports DP&L's and other utilities' position that 
SECA obligations should be paid by parties that used the fransmission system during the timeframe 
stated above. Prior to this final order being issued, DP&L entered into a significant number of 
bUateral settlement agreements with certain parties to resolve the matter, which by design will be 
unaffected by the final decision. On July 5, 2012, a Stipulation was executed and filed with the FERC 
that resolves SECA claims against BP Energy Company ("BP") and DP&L, AEP (and its 
subsidiaries) and Exelon Corporation (and its subsidiaries). On October 1, 2012, DP&L received the 
$14.6 million (including interest income of $1.8 miUion) fromBP and recorded the settlement in the 
thfrd quarter; there is no remaining balance in other defened credits related to SECA. 

Lawsuits were filed m connection with the Merger seeking, among other things, one or more ofthe 
following: to enjoin consummation ofthe Merger untU certain conditions were met, to rescind the 
Merger or for rescissory damages, or to commence a sale process and/or obtain an altemative 
fransaction or to recover an unspecified amount of other damages and costs, including attorneys' fees 
and expenses, or a consUnctive trust or an accounting from the individual defendants for benefits they 
allegedly obtained as a result of thefr aUeged breach of duty. All of these lawsuits, except one, were 
resolved and/or dismissed prior to the March 28,2012 filing of our Form 10-K for the fiscal year 
ending December 31, 2011, and were discussed in that and previous reports we filed. The last of these 
lawsuits was dismissed on March 29,2012. 

14. Business Segments 



DPL operates through two segments consisting ofthe operations of two of its wholly owned 
subsidiaries, DP&L (Utility segment) and DPLER including the results of DPLER's wholly owned 
subsidiary, MC Squared (Competitive Retail segment). This is how we view our business and make 
decisions on how to allocate resources and evaluate performance. 
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The Utility segment is comprised of DP&L's elecfric generation, fransmission and distribution 
businesses which generate and sell elecfricity to residential, commercial, industrial and govemmental 
customers. Electricity for the segment's 24 county service area is primarily generated at eight coal-
fired power plants and is disfributed to more than 500,000 retail customers who are located in a 6,000 
square mile area of West Central Ohio. DP&L also sells elecfricity to DPLER and any excess energy 
and capacity is sold into the wholesale market. DP&L's fransmission and distribution businesses are 
subject to rate regulation by federal and state regulators while rates for its generation business are 
deemed competitive under Ohio law. 

The Competitive RetaU segment is comprised ofthe DPLER and MC Squared competitive retail 
electric service businesses which sell retail electric energy under confract to residential, commercial, 
indusfrial and govemmental customers who have selected DPLER or MC Squared as thefr altemative 
electric supplier. The Competitive Retail segment sells electricity to approximately 175,000 
customers located throughout Ohio and in lUinois. This number includes 101,000 customers in 
Northern Illinois of MC Squared, a Chicago-based retail elecfricity supplier, which was acqufred by 
DPLER in Febraary 2011. Due to increased competition in Ohio, sfrice 2010 we have increased the 
number of employees and resources assigned to manage the Competitive Retail segment and increased 
its marketing to customers. The Competitive Retail segment's elecfric energy used to meet its sales 
obligations was purchased from DP&L and PJM. Intercompany sales from DP&L to DPLER are 
based on fixed-price confracts for each DPLER customer; the price approximates market prices for 
wholesale power at the inception of each customer's confract. The Competitive Retail segment has no 
fransmission or generation assets. The operations ofthe Competitive Retail segment are not subject to 
cost-of-service rate regulation by federal or state regulators. 

Included within the "Other" colunm are other businesses that do not meet the GAAP requfrements for 
disclosure as reportable segments as well as certain corporate costs which include interest expense on 
DPL's debt. 

Management evaluates segment performance based on gross margin. The accounting policies ofthe 
reportable segments are the same as those described in Note 1 — Overview and Summary of 
Significant Accounting PoUcies. Intersegment sales and profits are eliminated in consolidation. 

In the thfrd quarter of 2012, DP&L recognized a fixed asset impairment related to generatmg plants of 
$80.8 million for reasons similar to those discussed in Note 15 Goodwill impairment. As a result of 
acquisition accounting, DPL revalued its fixed assets at fafr value as ofthe Merger date. In 
accordance with FASC 360, no unpafrment was requfred at the DPL consolidated level. As such the 
DP&L impairment was eliminated in consolidation as reflected in the tables below. 

59 



The following table presents financial information for each of DPL's reportable business segments: 

Successor 

$ in miUions 

For the three months ended Septer 
Revenues from external customers 
Intersegment revenues 
Total revenues 

Fuel 
Purchased power 
Amortization of intangibles 

Gross margfri 

Depreciation and amortization 
GoodwiU impafrment (Note 15) 
Fixed asset impafrment 
Interest expense 
Income tax expense (benefit) 
Net income (loss) 

nber 
$ 

$ 

Utility 

30,2012 
313.4 
113.4 
426.8 

108.1 
79.9 

238.8 

36.5 

80.8 
10.0 
6.5 

(11.2) 

Competitive 
Retail 

$ 

$ 

145.5 

145.5 

123.4 

22.1 

0.2 

0.2 
5.9 

10.0 

$ 

$ 

Ad 

Other Eli 

12.8 $ 
0.9 

13.7 

4.6 
0.9 

24.2 

(16.0) $ 

(3.6) $ 
1,850.0 

21.0 
7.8 

(1,809.7) 

justments 
and DPL 

minations Consolidated 

- $ 471.7 
(114.3) 
(114.3) 471.7 

112.7 
(113.5) 90.7 

24.2 

(0.8) $ 244.1 

- $ 33.1 
1,850.0 

(80.8) 
(0.1) 31.1 

20.2 
(1,810.9) 

Cash capital expenditures 52.2 - 0.4 - 52.6 

At September 30,2012 
Total assets $ 3,386.6 $ 93.2 $ 714.4 $ - $ 4,194.2 

Predecessor 

For the three months ended September 30,2011 
Revenues from external customers 
Intersegment revenues 
Total revenues 

Fuel 
Purchased power 

Gross margin 

Depreciation and amortization 
Interest expense 
Income tax expense (benefit) 
Net income (loss) 

$ 

— 

— 

$ _ 

$ 

362.3 
90.2 

452.5 

124.0 
95.6 

232.9 

33.8 
9.3 

26.8 
63.9 

$ 

$ _ 

$ 

118.6 
-

118.6 

_ 

101.4 

17.2 

0.1 
0.1 
4.2 
7.8 

$ 

$ 

$ 

16.7 
1.1 

17.8 

5.0 
1.5 

1L3 

1.9 
7.6 

(2.4) 
(6.2) 

$ 

$ _ 

$ 

- $ 
(913) 
(913) 

_ 

(90.2) 

(1.1) $ 

- $ 
(0.2) 

-
1.6 

497.6 
-

497.6 

129.0 
108.3 

260.3 

35.8 
16.8 
28.6 
67.1 



Cash capital expenditures 49.1 0.8 49.9 

At December 31,2011 
Total assets 3,538.3 $ 69.9 $ 2,529.0 $ $ 6,137.2 
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Successor 

$ Ul mUlions Utility 

For the nine months ended September 30,2012 
Revenues from external customers $ 887.9 
Intersegment revenues 285.1 
Total revenues 1,173.0 

Fuel 272.3 
Purchased power 234.1 
Amortization of intangibles 

Competitive 
Retail 

$ 367.5 $ 
-

367.5 

_ 

315.6 
-

Other 

32.3 
2.6 

34.9 

6.7 
13 

71.2 

Adjustments 
and 

Eliminations 

$ 
(287.7) 
(287.7) 

_ 

(285.2) 
-

£Si 

$ 

DPL 
msolidated 

1,287.7 
-

1,287.7 

279.0 
265.8 

71.2 

Gross margin 666.6 $ 51.9 $ (44.3) $ (2.5) $ 671.7 

Depreciation and amortization 
Goodwill impairment (Note 15) 
Fixed asset impairment 
Interest expense 
Income tax expense (benefit) 
Net income (loss) 

107.3 $ 

80.8 
29.0 
39.4 
58.3 

0 3 $ 
-
-

0.4 
15.8 
17.5 

(12.0) $ 
1,850.0 

-
64.1 

(14.9) 
(1,853.1) 

- $ 
-

(80.8) 
(0.4) 

-
-

95.6 
1,850.0 

-
93.1 
40.3 

(1,7773) 

Cash capital expenditures 161.7 0.5 0.9 163.1 

At September 30,2012 
Total assets $ 3386.6 $ 93.2 $ 714.4 $ $ 4,194.2 

Predecessor 

For the nine months ended September 30, 2011 
Revenues from external customers $ 1,052.9 $ 314.6 $ 44.0 $ - $ 1,411.5 
Intersegment revenues 246.3 -_ 3.1 (249.4) -_ 
Total revenues 1,299.2 314.6 47.1 (249.4) 1,411.5 



Fuel 
Purchased power 

Gross margin 

Depreciation and amortization 
Interest expense 
Income tax expense (benefit) 
Net income (loss) 

$ _ 

$ 

311.7 
317.8 

669.7 

1003 
28.7 
69.3 

147.4 

$ _ 

S 

-
268.6 

46.0 

0.2 
0.2 

14.1 
19.6 

$ _ 

$ 

9.2 
2.6 

353 $ 

5.5 $ 
22.7 

(13.7) 
(24.7) 

-
(246.3) 

(3.1) $ 

- $ 
(0.3) 

-
-

320.9 
342.7 

747.9 

106.0 
513 
69.7 

1423 

Cash capital expenditures 139.9 - 1.4 - 141.3 

At December 31,2011 
Total assets $ 3,538.3 $ 69.9 $ 2,529.0 $ - $ 6,137.2 
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15. Goodwill Impairment 

In connection with the acquisition of DPL by AES, DPL allocated the purchase price to goodwill for 
two Reporting Units, the DP&L Reporting Unit, which includes DP&L and other entities, and 
DPLER. Ofthe total goodwiU, approximately $2.4 billion was aUocated to the DP&L Reporting Unit 
and the remainder was allocated to DPLER. 

On October 5, 2012, DP&L filed for approval an ESP with the PUCO. Within the ESP filing, DP&L 
has agreed to request a separation of its generation assets from its fransmission and distribution assets 
in recognition that a resfructuring of DP&L's operations will be necessary, in compliance with Ohio 
law. Also, during 2012, North American natural gas prices fell significantly from the previous year 
exerting downward pressure on wholesale elecfricity prices in the Ohio power market. Falling power 
prices compressed wholesale margins at DP&L. Furthermore, these lower power prices have led to 
increased switching from DP&L to other CRES providers, including DPLER, who are offering retail 
prices lower than DP&L's cunent standard service offer. Also, several municipalities in DP&L's 
service tenitory have passed ordinances allowing them to become government aggregators and some 
municipalities have confracted with CRES providers to provide generation service to the customers 
located within the municipal boundaries, further contributing to the switching frend. CRES providers 
have also become more active in DP&L's service territory. In September 2012, management revised 
its cash flow forecasts based on these new developments and forecasted lower profitability and 
operating cash flows than previously prepared forecasts. These new developments have reduced 
DP&L's forecasted profitability, operating cash flows, liquidity and may impact DPL and DP&L's 
ability to access the capital markets and mafritaui thefr cunent credit ratings in the 
fiiture. Collectively, in the thfrd quarter of 2012, these events were considered an interim impairment 
indicator for DPL's goodwUl at the DP&L Reporting Unit. There were no interim impairment 
indicators identified for the goodwill at DPLER. 

We performed an interim impairment test on the $2.4 billion of goodwill at the DP&L Reporting Unit 
level. In the preliminary Step 1 ofthe goodwill impairment test, the fafr value ofthe Reporting Unit 



was determined under the income approach using a discounted cash flow valuation model. The 
material assumptions included within the discoimted cash flow valuation model were customer 
switching and aggregation frends, capacity price curves, energy price curves, amount ofthe 
nonbypassable charge, commodity price curves, dispatching, fransition period for the conversion to a 
wholesale competitive bidding stracture, amount ofthe standard service offer charge, valuation of 
regulatory assets and liabilities, discount rates and defened income taxes. Further refinement to these 
assumptions as part ofthe completion ofthe preliminary Step 1 and Step 2 tests could have a 
significant impact on the enterprise value and the implied fair value of goodwill. The Reporting Unit 
failed the preliminary Step 1 and a prelimiaary Step 2 ofthe goodwill impafrment test was performed. 
For the three months ended September 30, 2012, we have recognized a goodwill impafrment expense 
of $1,850.0 million, which represents our best estimate ofthe impairment loss based on the latest,, 
information available and the results ofthe preliminary Step 1 and Step 2 tests. We estimate the final 
goodwill impairment expense will be in the range of $1.7 biUion to $2.0 billion. In the fourth quarter 
of 2012, we expect to conclude the interim impairment test of goodwill and finalize the estimation of 
the impairment charge. We were not able to finalize the Step 1 and Step 2 tests by the filing date of 
this Form 10-Q due to the significant amount of work requfred to calculate the imphed fafr value of 
goodwiU for a complex, regulated utility such as DP&L and the other entities in the DP&L Reporting 
Unit and due to the timing ofthe identification ofthe interim impairment uidicator. Actaal goodwill 
impairment loss could be significantly different from the estimated impairment loss recognized. 

The goodwiU associated with the DPL acquisition is not deductible for tax purposes. Accordingly, 
there is no cash tax or financial statement tax benefit related to the impairment. The Company's 
effective tax rates were impacted by the pretax impairment, however. The Company's effective tax 
rates were (1.2)% and (2.3)% for the three months and nine months ended September 30,2012, 
respectively. 
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THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED STATEMENTS OF RESULTS OF OPERATIONS 

$ in millions 

Three Months Ended 
September 30, 

2012 2011 

Nine Months Ended 
September 30, 

2012 2011 

Revenues 426.8 $ 452.5 S 1,173.0 $ 1,299.2 

Cost of revenues: 
Fuel 
Purchased power 

Total cost of revenues 

108.1 
79.9 

188.0 

124.0 
95.6 

219.6 

272.3 
234.1 
506.4 

311.7 
317.8 
629.5 

Gross margin 

Operating expenses: 
Operation and maintenance 
Depreciation and amortization 
General taxes 
Fixed asset impairment 

Total operating expenses 

238.8 232.9 666.6 669.7 

103.6 
36.5 
143 
80.8 

235.2 

80.2 
33.8 
18.9 

-
132.9 

298.8 
107.3 
54.1 
80.8 

541.0 

266.7 
100.3 
57.6 

-
424.6 

Operating income 3.6 100.0 125.6 245.1 

Other income / (expense), net: 
Investment income 
Interest expense 
Other expense 

Total other income / (expense), net 

1.9 
(10.0) 

(0.2) 
(8.3) 

0.4 
(9.3) 
(0.4) 
(9.3) 

2.1 
(29.0) 

(1.0) 
(27.9) 

1.5 
(28.7) 

(1.2) 
(28.4) 



Earnings / (loss) before income tax 
Income tax expense 

Net income / (loss) 
Dividends on prefened stock 

Earnings / (loss) on common stock 

(4.7) 
6.5 

(11.2) 
0.2 

(11.4) $ 

90.7 
26.8 

63.9 
0.2 

63.7 S 

97.7 
39.4 

58.3 
0.6 

57.7 $ 

216.7 
69.3 

147.4 
0.6 

146.8 

See Notes to Condensed Financial Statements. 
These interim statements are unaudited. 
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THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME / (LOSS) 

$ in mUlions 

Three Months Ended 
September 30, 

Nine Months Ended 
September 30, 

2012 2011 2012 2011 

Net income / (loss) (11.2) S 63.9 $ 583 $ 147.4 

Available-for-sale securities activity: 
Change in fafr value of available-for-sale 
securities, net of income tax benefit / 
(expense) of $(0.1) and $0.1, respectively, 
for the three month period and $(0.3) and 
$(1.3), respectively, for the nine month 
period 

Total change in fafr value of available-
for-sale securities 

0.2 (0.4) 0.5 2.3 

0.2 (0.4) 0.5 

Derivative activity: 
Change in derivative fafr value, net of 
income tax benefit / (expense) of $ 1.3 and 
$0.0, respectively, for the three month 
period and $2.2 and $0.8, respectively, for 
the nine month period 
Reclassification of eamings, net of income 
tax benefit / (expense) of $0.1 and $0.9, 
respectively for the three month period and 
$0.7 and $0.3, respectively for the nine 
month period 

(2.5) 

(0.7) 

1.8 

(0.5) 

(4.0) 

(3.1) 

0.7 

(0.5) 



Total change in fafr value of derivatives (3.2) 13_ (7.1) 03_ 

Pension and postretirement activity: 
Reclassification to eamings, net of income 
tax benefit / (expense) of $(0.6) and $(0.1), 
respectively, for the three month period and 
$(1.7) and $0.7, respectively for the nine 
month period 1.0 1.0 3.0 2.6 

Total change in unfimded pension 

obligation L0_ L0_ 3JO_ 2.6 

Other comprehensive income / (loss) (2.0) L9^ (3.6) 5.1 

Net comprehensive income / (loss) $ (13.2) $ 65.8 $ 54.7 $ 152.5 

See Notes to Condensed Financial Statements. 
These interim statements are unaudited. 
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THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

Nine Months Ended 
September 30, 

Sin millions 2012 2011 
Cash flows from operating activities: 

Net income $ 58.3 $ 147.4 
Adjustments to reconcile Net income to Net cash provided by 
operating activities: 

Depreciation and amortization 107.3 100.3 
Defened income taxes (3.4) 56.1 
Fixed asset impairment 80.8 
Recognition of defened SECA revenue (17.8) 
Changes in certain assets and liabilities: 

Accounts receivable 13.0 26.4 
hiventories 28.1 (9.0) 
Prepaid taxes 0.8 (11.5) 
Taxes applicable to subsequent years 56.2 47.1 
Defened regulatoty costs, net 2.4 7.9 
Accounts payable (16.3) (14.9) 
Accraed taxes payable (35.2) (58.5) 
Accraed interest payable 7.4 7.4 
Pension, retfree, and other benefits 24.4 (31.7) 



Unamortized investment tax credit 
Odier 

Net cash provided by operating activities 

Cash flows from investing activities: 
Capital expenditures 
Increase in restricted cash 
Other 

Net cash from investing activities 

(1.9) 
(43) 

299.8 

(161.7) 
(5.2) 

(166.9) 

(2.1) 
29.3 

294.2 

(139.9) 
(7.4) 

1.4 
(145.9) 

66 

THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS (cont) 

$ frt mUlions 
Net cash from financing activities: 

Dividends paid on common stock to parent 
Dividends paid on prefened stock 
Retfrement of long-term debt 
Withdrawals from revolving credit facilities 
Repayment of bonowing from revolving credit facilities 

Net cash from financing activities 

Cash and cash equivalents: 
Net change 

Balance at beginning of period 
Cash and cash equivalents at end of period 

Supplemental cash flow information: 
Interest paid, net of amounts capitahzed 
Income taxes paid, net 
Non-cash financing and investing activities: 

Accraals for capital expenditares 
Long-term liability incurred for purchase of plant assets 

See Notes to Condensed Financial Statements. 
These interim statements are unaudited. 

$ 

s 
$ 

$ 
$ 

Nine Months Ended 
September 30, 

2012 

(145.0) 
(0.6) 
(0.1) 

-
-

(145.7) 

(12.8) 
32.2 
19.4 

22.6 
30.3 

12.5 
-

2011 

$ 

$ 
$ 

$ 
$ 

(180.0) 
(0.6) 

-
50.0 

(50.0) 
(180.6) 

(32.3) 
54.0 
21.7 

22.2 
13.9 

14.8 
18.7 
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$ in millions 

THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED CONSOLIDATED BALANCE SHEETS 

At At 
September 30, December 31, 

2012 2011 

ASSETS 

Current assets: 
Cash and cash equivalents 
Restricted cash 
Accounts receivable, net (Note 3) 
Inventories (Note 3) 
Taxes applicable to subsequent years 
Regulatory assets, cunent (Note 4) 
Other prepayments and cunent assets 

Total current assets 

Property, plant & equipment: 
Property, plant & equipment 
Less: Accumulated depreciation and amortization 

Constraction work in process 
Total net property, plant & equipment 

Other noncurrent assets: 
Regulatory assets, non-cunent (Note 4) 
Intangible assets, net of amortization 
Other defened assets 

Total other noncunent assets 

Total assets 

19.4 $ 
19.5 

171.8 
95.1 
15.7 
18.9 
17.3 

357.7 

5,216.4 
(2,500.0) 
2,716.4 

99.0 
2,815.4 

1813 
11.4 
20.8 

213.5 

3,386.6 $ 

32.2 
143 

178.5 
123.1 
71.9 
17.7 
23.2 

460.9 

5,277.9 
(2,568.9) 
2,709.0 

150.7 
2,859.7 

177.8 
6.5 

33.4 
217.7 

3,538.3 

See Notes to Condensed Financial Statements. 
These interim statements are unaudited. 
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$ in millions 

THE DAYTON POWER AND LIGHT COMPANY 
CONDENSED CONSOLIDATED BALANCE SHEETS 

At At 
September 30, December 31, 

2012 2011 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities: 
Cunent portion - long-term debt (Note 6) 
Accounts payable 
Accraed taxes 
Accraed interest 
Customer security deposits 
Other cunent liabilities 

Total cunent habilities 

Noncurrent liabilities: 
Long-term debt (Note 6) 
Defened taxes (Note 7) 
Taxes payable 
Regulatory liabUities, non-cunent (Note 4) 
Pension, retfree and other benefits 
Unamortized investment tax credit 
Derivative liability 
Other defened credits 

Total noncunent liabilities 

0.4 $ 
74.1 

108.7 
15.6 
15.9 
60.5 

275.2 

902.8 
644.0 
25.5 

117.5 
55.7 
28.0 

5.2 
43.5 

1,822.2 

0.4 
106.0 
72.8 
7.9 

15.8 
46.1 

249.0 

903.0 
637.7 

93.9 
118.6 
47.5 
29.9 
11.8 
66.1 

1,908.5 

Redeemable preferred stock 

Commitments and contingencies (Note 12) 

Common shareholder's equity: 
Common stock, at par value of $0.01 per share: 
Other paid-in capital 
Accumulated other comprehensive loss 
Retained eamings 

Total common shareholder's equity 

Total liabilities and shareholder's equity 

22.9 

1,266.3 

3386.6 $ 

22.9 

0.4 
802.5 
(38.3) 
501.7 

0.4 
803.1 
(34.7) 
589.1 

1357.9 

3,5383 

See Notes to Condensed Financial Statements. 
These interim statements are unaudited. 
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Notes to Condensed Financial Statements (Unaudited)_ 



1. Overview and Summary of Significant Accounting Policies 

Description of Business 
DP&L is a public utility incorporated in 1911 under the laws of Ohio. DP&L is engaged in the 
generation, fransmission, disfribution and sale of elecfricity to residential, commercial, indusfrial and 
govemmental customers in a 6,000 square mile area of West Cenfral Ohio. Elecfricity for DP&L's 24 
county service area is primarily generated at eight coal-fired power plants and is disfributed to more 
than 500,000 retail customers. Principal indusfries served include automotive, food processing, paper, 
plastic manufacturing and defense. DP&L is a wholly owned subsidiary of DPL. 

On November 28, 2011, DP&L's parent company DPL was acqufred by AES in the Merger and DPL 
became an indfrectly wholly owned subsidiary of AES. See Note 2 for more information. 

DP&L's sales reflect the general economic conditions and seasonal weather pattems ofthe 
area. DP&L sells any excess energy and capacity into the wholesale market. 

DP&L's electric fransmission and distribution businesses are subject to rate regulation by federal and 
state regulators while its generation business is deemed competitive under Ohio law. Accordingly, 
DP&L applies the accounting standards for regulated operations to its elecfric fransmission and 
disfribution businesses and records regulatory assets when frtcuned costs are expected to be recovered 
in fiiture customer rates, and regulatory liabilities when current cost recoveries in customer rates relate 
to expected future costs. 

DP&L employed 1,443 people as of September 30, 2012. Approximately 54% of all employees are 
under a collective bargaining agreement which expfres on October 31, 2014. 

Financial Statement Presentation 
DP&L does not have any subsidiaries. DP&L has undivided ownership interests in seven electric 
generating facilities and numerous fransmission facilities. Operating revenues and expenses of these 
generating plants are included on a pro rata basis in the conesponding lines in the Condensed 
Consohdated Statement of Operations. See Note 5 for more information. 

Certain excise taxes collected from customers have been reclassified out of operating expense and 
recorded as a reduction in revenues in the 2011 presentation to conform to AES' presentation of 
these items. These taxes are presented net within revenue. Certain immaterial amounts from prior 
periods have been reclassified to conform to the cunent reporting presentation. 

These financial statements have been prepared in accordance with GAAP for interim financial 
statements, the instractions of Form 10-Q and Regulation S-X. Accordingly, certain infonnation and 
footnote disclosures normally included in the armual financial statements prepared in accordance 
with GAAP have been omitted from this interim report. Therefore, our interim financial statements 
in this report should be read along with the aimual financial statements included in our Form 10-K 
for the fiscal year ended December 31,2011. 

In the opinion of our management, the Condensed Financial Statements presented in this report 
contain all adjustments necessary to fafrly state our financial condition as of September 30, 2012, our 
results of operations for the three and nine months ended September 30,2012 and our cash flows for 
the nine months ended September 30, 2012. Unless otherwise noted, all adjustments are normal and 
recuning in nature. Due to various factors, including but not limited to, seasonal weather variations, 
the timing of outages of elecfric generating units, changes in economic conditions involving 
commodity prices and competition, and other factors, interim results for the three and nine months 
ended September 30, 2012 may not be indicative of our results that will be realized for the fiill year 
ending December 31, 2012. 



The preparation of financial statements in conformity with GAAP requfres us to make estimates and 
judgments that affect the reported amounts of assets and liabilities, the disclosure of contingent assets 
and liabilities, and the revenues and expenses ofthe periods reported. Actaal results could differ from 
these estimates. Significant items subject to such estimates and judgments include: the canying value 
of property, plant and equipment; unbilled revenues; the valuation of derivative instruments; the 
valuation of insurance and claims liabUities; the 
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valuation of aUowances for receivables and defened income taxes; regulatory assets and liabilities; 
reserves recorded for income tax exposures; litigation; contingencies; the valuation of AROs; and 
assets and liabilities related to employee benefits. 

Property, Plant and Equipment 
We record our ownership share of our undivided interest in jointly-held plants as an asset in property, 
plant and equipment. Property, plant and equipment are stated at cost. For regulated fransmission and 
disfribution property, cost includes dfrect labor and material, allocable overhead expenses and an 
allowance for funds used during consfruction (AFUDC). AFUDC represents the cost of bonowed 
fimds and equity used to fmance regulated constraction projects. For non-regulated property, cost also 
includes capitalized interest. Capitalization of AFUDC and interest ceases at either project 
completion or at the date specified by regulators. AFUDC and capitalized interest was $0.9 miUion 
and $1.1 mUlion for the three months and $3.4 million and $3.5 million for the nine months ended 
September 30, 2012 and 2011, respectively. 

For unregulated generation property, cost includes dfrect labor and material, allocable overhead 
expenses and interest capitalized during constraction using the provisions of GAAP relating to the 
accounting for capitalized interest. 

For substantially all depreciable property, when a unit of property is retfred, the original cost of that 
property less any salvage value is charged to Accumulated depreciation and amortization. 

Property is evaluated for impairment when events or changes frt cfrcumstances indicate that its 
carrying amount may not be recoverable. 

Intangibles 
Intangibles consist of emission allowances and renewable energy credits. Emission allowances are 
canied on a first-in, ffrst-out (FIFO) basis for purchased emission allowances. Net gains or losses on 
the sale of excess emission allowances, representing the difference between the sales proceeds and the 
cost of emission allowances, are recorded as a component of our fuel costs and are reflected in 
Operating income when realized. During the nine months ended September 30, 2012 and 2011, 
DP&L had no gains from the sale of emission allowances. Emission allowances are amortized as 
they are used in our operations. Renewable energy credits are amortized as they are used or retfred. 

Prior to the Merger date, emission allowances and renewable energy credits were carried as 
inventory. Emission allowances and renewable energy credits are now carried as intangibles in 
accordance with AES' policy. The amounts for 2011 have been reclassified to reflect this change in 
presentation. 

Accounting for Taxes Collected from Customers and Remitted to Governmental Authorities 
DP&L collects certain excise taxes levied by state or local governments from its customers. Prior to 
the Merger date, certain excise and other taxes were recorded on a gross basis. Effective on the 



Merger date, these taxes are accounted for on a net basis and are recorded as a reduction in Revenues 
for presentation in accordance with AES policy. The amounts for the three months ended September 
30, 2012 and 2011 were $13.8 million and $14.3 milhon, respectively. The amounts for the nine 
months ended September 30,2012 and 2011 were $38.5 mUUon and $39.9 milhon, respectively. The 
2011 amounts were reclassified to conform to this presentation. 

Share-Based Compensation 
We measured the cost of employee services received and paid with equity instruments based on the 
fafr-value of such equity instrument on the grant date. This cost was recognized in results of 
operations over the period that employees were requfred to provide service. LiabUity awards were 
initially recorded based on the fafr-value of equity instruments and were re-measured for the change in 
stock price at each subsequent reporting date until the Uability was ultimately settled. The fafr-value 
for employee share options and other simUar insfruments at the grant date were estimated using 
option-pricing models and any excess tax benefits were recognized as an addition to paid-in 
capital. The reduction in income taxes payable from the excess tax benefits was presented in the 
Condensed Statements of Cash Flows within Cash flows from financing activities. As a result ofthe 
Merger (see Note 2), vesting of all DPL share-based awards was accelerated as ofthe Merger date, 
and none are in existence at September 30, 2012. 
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Related Party Transactions 
In the normal course of business, DP&L enters into fransactions with other subsidiaries of DPL. The 
following table provides a summary of these fransactions: 

Three Months Ended 
September 30, 

Nine Months Ended 
September 30, 

2012 
DP&L Revenues: 

Sales to DPLER (a) 
Sales to MC Squared (b) 

93.3 
19.8 

2011 2012 

90.2 263.1 
20.1 

2011 

246.3 

DP&L Operations and Maintenance Expenses: 
Premiums paid for insurance 
services provided by MVIC (c) $ (0.7) $ (0.8) $ (1.9) $ (2.4) 
Expense recoveries for services 
provided to DPLER (c3?; $ 1.2 $ 1.1 $ 2.7 $ 2.8 

(a) DP&L sells power to DPLER to satisfy the electric requirements of DPLER's retail customers. The revenue dollars associated with 
sales to DPLER are recorded as wholesale revenues in DP&L's Financial Statements. The increase in DP&L's sales to DPLER 
during the three and nine months ended September 30, 2012, compared to the three and nine months ended September 30, 2011, is 
primarily due to customers electing to switch their generation service from DP&L to DPLER. 

(b) DP&L sells power to MC Squared to satisfy the electric requirements of DPLER's retail customers. The revenue 
dollars associated with sales to DPLER are recorded as wholesale revenues in DP&L's Financial Statements. The 
increase in DP&L's sales to MC Squared during the three and nine months ended September 30, 2012, compared to 
the three and nine months ended September 30, 2011, is due to these sales beginning in September 2012. 

(r\ MVIC, a wholly owned captive insurance subsidiary of DPL, provides insurance coverage to DP&L and other DPL subsidiaries for 
workers' compensation, general liability, property damages and directors' and officers' liability. These amounts represent insurance 
premiums paid by DP&L to MVIC. 

M") In the normal course of business DP&L incurs and records expenses on behalf of DPLER Such expenses include 



but are not limited to employee-related expenses, accounting, information technology, payroll, legal and other 
administrative expenses. DP&L subsequently charges these expenses lo DPLER at DP&L ŝ cost and credits the 
expense in which they were initially recorded. 

Recently Issued Accounting Standards 

Offsetting Assets and Liabilities 
In December 2011, the FASB issued ASU 2011-11 "Disclosures about Offsetting Assets and 
Liabilities" (ASU 2011-11) effective for interim and annual reporting periods beginning on or 
after January 1,2013. We expect to adopt this ASU on Januaty 1,2013. This standard 
updates FASC 210, "Balance Sheet" ASU 2011-11 updates the disclosures for financial 
instruments and derivatives to provide more transparent information around the offsetting of 
assets and liabilities. Entities are required to disclose both gross and net information about 
both instruments and transactions eligible for offset in the statement of financial position 
and/or subject to an agreement similar to a master netting agreement. We do not expect 
these new rules to have a material impact on our overall results of operations, financial 
position or cash flows. 

Testing Indefinite-Lived Intangible Assets for Impairments 
In July 2012, the FASB issued ASU 2012-02 "Testing hidefinite-Lived Intangible Assets for 
Impairment" (ASU 2012-02) effective for interim and annual impafrment tests performed for fiscal 
years beginning after September 15,2012. We expect to adopt this ASU on January 1, 2013. This 
standard updates FASC Topic 350, "Intangibles-GoodwUl and Other." ASU 2012-02 permits an 
entity ffrst to assess qualitative factors to determine whether it is more likely than not that an 
indefinite-lived intangible asset is impafred as a basis for determining whether it is necessary to 
perform the quantitative impairment test in accordance with FASC Subtopic 350-30. We do not 
expect these new rales to have a material impact on our overall results of operations, financial position 
or cash flows. 

Recently Adopted Accounting Standards 

Fair Value Disclosures 
In May 2011, the FASB issued ASU 2011-04 "Fafr Value Measurements" (ASU 2011-04) effective 
for interim and annual reporting periods beginning after December 15, 2011. We adopted this ASU 
on January 1, 2012. This standard updates FASC 820, "Fafr Value Measurements." ASU 2011-04 
essentially converges US GAAP 
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guidance on fafr value with the IFRS guidance. The ASU requfres more disclosures around Level 3 
inputs. It also increases reporting for financial instruments disclosed at fafr value but not recorded at 
fafr value and provides clarification of blockage factors and other premiums and discounts. These 
new rules did not have a material effect on our overall results of operations, fmancial position or cash 
flows. 

Connprehensive Income 
hi June 2011, the FASB issued ASU 2011-05 "Presentation of Comprehensive Income" (ASU 2011-
05) effective for interim and annual reportmg periods beginning after December 15, 2011. We 
adopted this ASU on January 1, 2012. This standard updates FASC 220, "Comprehensive 
Income." ASU 2011-05 essentially converges US GAAP guidance on the presentation of 
comprehensive income with the IFRS guidance. The ASU requfres the presentation of comprehensive 



income in one continuous financial statement or two separate but consecutive statements. Any 
reclassification adjustments from other comprehensive income to net income are requfred to be 
presented on the face ofthe Statement of Comprehensive Income. These new rales did not have a 
material effect on our overall results of operations, financial position or cash flows. 

Derivative gross vs. net presentation - Following the acquisition of DPL in November 2011 by AES, 
DP&L began presenting its derivative positions on a gross basis in accordance with AES policy. This 
change has been reflected in the 2011 balance sheet contained in these statements. 

2. Business Combination 

On November 28, 2011, all ofthe outstanding common stock of DP&L's parent company, DPL, was 
acqufred by AES. In accordance with FASC 805, the assets and liabilities of DPL were valued at 
thefr fafr value at the Merger date. These adjustments were "pushed down" to DPL's records. These 
adjustments were not pushed down to DP&L which wiU continue to use its historic costs for its assets 
and liabilities. 

3. Supplemental Financial Information 

$ in millions 

Accounts receivable, net: 
UnbiUed revenue 
Customer receivables 
Amounts due from partners in jointly-owned plants 
Coal sales 
Ottier 
Provision for uncoUectible accounts 

Total accounts receivable, net 

Inventories, at average cost: 
Fuel, limestone and emission allowances 
Plant materials and supplies 
Other 

Total inventories, at average cost 

$ 

$ 

s 

$ 

At 
September 

2012 
30, 

34.2 
89.3 
16.5 
4.5 

28.4 
(1.1) 

171.8 

53.7 
39.5 

1.9 
95.1 

$ 

$ 

$ 

$ 

At 
December 31, 

2011 

49.5 
85.8 
29.2 

1.0 
13.9 
(0.9) 

178.5 

82.8 
38.6 

1.7 
123.1 

73 



Accumulated Other Comprehensive Income / (Loss) 
AOCI is included on our balance sheets within the Common shareholders' equity sections. The following table 
provides the components that constitate the balance sheet amounts in AOCI at September 30, 2012 and December 
31,2011 : 

$ in mUlions 

Financial Instraments 
Cash flow hedges 
Pension and posfretfrement benefits 

Total 

$ 

$ 

At 
September 30, 

2012 

L l 
2.0 

(41.4) 
(383) 

$ 

$ 

At 
December 31, 

2011 

0.6 
9.0 

(44.3) 
(34.7) 

4. Regulatory Assets and Liabilities 

In accordance with GAAP, regulatory assets and liabilities are recorded in the Condensed Balance 
Sheets for our regulated electric fransmission and disfribution businesses. Regulatory assets are the 
defenal of costs expected to be recovered in fiiture customer rates and regulatory liabilities represent 
cunent recovery of expected fiiture costs or gains probable of recovery being reflected in future 
rates. 

We evaluate our regulatory assets each period and believe recovery of these assets is probable. We 
have received or requested a retum on certain regulatory assets for which we are cunently 
recovering or seeking recovery through rates. We record a retum after it has been authorized in an 
order by a regulator. 

Regulatory assets and liabilities are classified as cunent or non-cunent based on the term in which 
recovery is expected. 
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Regulatory assets and liabilities for DP&L are as follows: 

$ in mUlions 
Type of 

Recovery (a) 
Amortization 

through 
At September 

30, 2012 
At December 

31,2011 



Current regulatory assets: 
TCRR, fransmission, anciUary and 
other PJM-related costs 
Power plant emission fees 
Fuel and purchased power recovery 
costs 

Total regulatory assets - cunent 

Non-current regulatory assets: 
Defened recoverable income taxes 
Pension benefits 
Unamortized loss on reacqufred debt 
Regional fransmission organization 
costs 
Defened storm costs - 2008 
CCEM smart grid and advanced 
metering infrastmcture costs 
CCEM energy efficiency program 
costs 
Consumer education campaign 
Retail settlement system costs 
Other costs 

Total regulatory assets - non-cunent 

F 
C 

C 

3/C 
C 
C 

D 
D 

Ongoing 
Ongomg 

Ongoing 

Ongoing 
Ongoing 
Ongoing 

2014 

S 

s 

$ 

6.3 
(0.3) 

12.9 
18.9 

37.0 
87.1 
12.2 

3.0 
18.7 

$ 

$ 

$ 

4.7 
4.8 

8.2 
17.7 

24.1 
92.1 
13.0 

4.1 
17.9 

D 

F 
D 
D 

Ongoing 

6.6 

5.9 
3.0 
3.1 
4.7 

6.6 

3.0 
3.1 
5.1 

1813 $ 177.8 

Non-current regulatory liabilities: 
Estimated costs of removal - regulated 
property 
Posfretfrement benefits 
Other 

Total regulatory liabilities - non-
current 

111.6 $ 
5.6 
0 3 

112.4 
6.2 

-

117.5 $ 118.6 

(a) B - Balance has an offsetting liability resulting in no effect on rate base. 

C — Recovery of incurred costs without a rate qf retum. 
- Recovery not yet determined, but is probable of occurring in future rate proceedings. 
- Recovery qf incurred costs plus rate of retum. 

Regulatory Assets 

TCRR fransmission. ancUlary and other PJM-related costs represent the costs related to fransmission, 
ancillary service and other PJM-related charges that have been incurred as a member of PJM. On an 
annual basis, retail rates are adjusted to trae-up costs with recovery in rates. 
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Power plant emission fees represent costs paid to the State of Ohio since 2002. As part ofthe fiiel 
factor settlement agreement in November 2011, these costs are being recovered through the fiiel 
factor. 



Fuel and purchased power recovery costs represent pradently incuned fiiel, purchased power, 
derivative, emission and other related costs which will be recovered from or retumed to customers in 
the fiiture through the operation ofthe fuel and purchased power recovery rider. The fuel and 
purchased power recovery rider fluctaates based on actaal costs and recoveries and is modified at the 
start of each seasonal quarter. DP&L implemented the fuel and purchased power recovery rider on 
January 1, 2010. As part ofthe PUCO approval process, an outside auditor is hfred to review fiiel 
costs and the fiiel procurement process. The auditor has recommended that the PUCO consider 
reducing DP&L's recovery of fiiel costs by approximately $3.3 million from certain fransactions. On 
October 4, 2012, we filed testimony on this issue and a hearing is scheduled in November 
2012 before a hearing examiner. A decision is expected in the fourth quarter of 2012. As of 
September 30,2012, we believe the entfre eimount is recoverable. 

Defened recoverable income taxes represent defened income tax assets recognized from the 
normalization of flow through items as the result of amounts previously provided to customers. This 
is the cumulative flow through benefit given to regulated customers that will be collected from them 
in fiiture years. Since cunently existing temporary differences between the financial statements and 
the related tax basis of assets will reverse in subsequent periods, these defened recoverable income 
taxes will decrease over time. 

Pension benefits represent the qualifying FASC 715 "Compensation - Retfrement Benefits" costs of 
our regulated operations that for ratemaking purposes are defened for future recovery. We recognize 
an asset for a plan's overfimded status or a liability for a plan's underfimded statas, and recognize, as 
a component of other comprehensive income (OCI), the changes in the fimded statas ofthe plan that 
arise during the year that are not recognized as a component of net periodic benefit cost. This 
regulatory asset represents the regulated portion that would otherwise be charged as a loss to OCI. 

Unamortized loss on reacqufred debt represents losses on long-term debt reacqufred or redeemed in 
prior periods. These costs are being amortized over the lives ofthe original issues in accordance with 
FERC and PUCO rales. 

Regional fransmission organization costs represent costs incuned to join an RTO. The recovery of 
these costs will be requested in a future FERC rate case. 

Defened storm costs - 2008 relate to costs incuned to repafr the damage caused by hunicane force 
winds in September 2008, as well as other major 2008 storms. On January 14, 2009, the PUCO 
granted DP&L the authority to defer these costs with a retum until such time that DP&L seeks 
recovery in a future rate proceeding. 

CCEM smart grid and AMI costs represent costs incuned as a result of stadying and developing 
disfribution system upgrades and implementation of AMI. On October 19,2010, DP&L elected to 
withdraw its case pertaining to the Smart Grid and AMI programs. The PUCO accepted the 
withdrawal in an order issued on January 5, 2011. The PUCO also indicated that it expects DP&L to 
continue to monitor other utilities' Smart Grid and AMI progrsims and to explore the potential benefits 
of investing in Smart Grid and AMI programs and that DP&L wUl, when appropriate, file new Smart 
Grid and/or AMI business cases in the fiiture. We plan to file to recover these defened costs in a 
future regulatory rate proceeding. Based on past PUCO precedent, we believe these costs are 
probable of future recovery in rates. 

CCEM energy efficiency program costs represent costs incuned to develop and implement various 
new customer programs addressing energy efficiency. These costs are being recovered through an 
energy efficiency rider (EER) that began July 1, 2009 and is subject to a two-year trae-up for any 
over/under recovery of costs. On April 29, 2011, DP&L filed to trae-up the EER which was 
approved by the PUCO on October 18, 2011. DP&L plans to make its next trae-up filing on or before 
April 30, 2013. 



Consumer education campaign represents costs for consumer education advertising regarding electric 
deregulation and its related rate case. DP&L wiU be seeking recovery of these costs as part of our 
next disfribution rate case filing at the PUCO. The tuning of such a filing has not yet been 
determined. 

Retail settlement system costs represent costs to implement a retail settlement system that reconcUes 
the energy a CRES suppUer delivers to its customers and what its customers actually use. Based on 
case precedent in other utUities' cases, the costs are recoverable through a future DP&L rate 
proceeding. 
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Other costs primarily include RPM capacity, other PJM and rate case costs and altemative energy 
costs that are or will be recovered over various periods. 

Regulatory Liabilities 

Estimated costs of removal - regulated property reflect an estimate of amounts collected in customer 
rates for costs that are expected to be incuned in the fiiture to remove existing fransmission and 
distribution property from service when the property is retfred. 

Posfretfrement benefits represent the quaUfying FASC 715 "Compensation - Retfrement Benefits" 
gains related to our regulated operations that, for ratemaking purposes, are probable of being reflected 
in future rates. We recognize an asset for a plan's overfimded status or a Uabihty for a plan's 
underfunded statas, and recognize, as a component of OCI, the changes in the fimded status ofthe 
plan that arise during the year that are not recognized as a component of net periodic benefit 
cost. This regulatory liability represents the regulated portion that would otherwise be reflected as a 
gain to OCI. 

On August 10,2012, DP&L filed with the PUCO for an accounting order for permission to defer 
operation and maintenance costs as a result of damage caused by storms occurring during the final 
weekend of June 2012. The deferral request is for disfribution expense incuned for these storms. The 
defenal would earn a return equal to the carrying cost of debt (5.86%) until these costs are recovered 
from customers. On October 19, 2012, DP&L amended its filing to change the method of calculating 
the defenal. If PUCO approval is received, DP&L will defer approximately $5.8 million of costs 
associated with these storms. 

5. Ownership of Coal-fired Facilities 

DP&L has undivided ovraership interests m seven coal-fired elecfric generating facilities and 
numerous fransmission facilities with certain other Ohio utilities. Certain expenses, primarily fiiel 
costs for the generating stations, are allocated to the owners based on thefr energy usage. The 
remaining expenses, investments in fiiel inventory, plant materials and operating supplies, and capital 
additions are allocated to the owners in accordance with thefr respective ownership interests. As of 
September 30, 2012, DP&L had $31.0 million of constraction work frt process at such jointly-owned 
facilities. DP&L's share ofthe operating cost of such facilities is included within the conesponding 
line in the Condensed Statements of Results of Operations and DP&L's share ofthe investment in 
the facilities is included within Total net property, plant and equipment in the Condensed Balance 



Sheets. Each joint owner provides thefr own financing for thefr share ofthe operations and capital 
expenditures of the jointly owned station. 
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DP&L's undivided ownership interest in such facilities as weU as our wholly owned coal-ffred 
Hutchings station at September 30, 2012, is as follows: 

Jofrttly-owned production 
stations: 

Beckjord Unit 6 
ConesvUle Unit 4 
East Bend Station 
KiUen Station 
Miami Fort Units 7 and 8 
Staart Station 
Zimmer Station 
Transmission (at varying 
percentages) 
Total 

Wholly-owned production 
station: 

Hutchings Station 

DP&L Share 

Ownership 
(%) 

50.0 
16.5 
31.0 
67.0 
36.0 
35.0 
28.1 

100.0 

Summer 
Production 
Capacity 

(MW) 

207 
129 
186 
402 
368 
808 
365 

2,465 

365 

Gross Plant 
in Service 

($in 
mUlions) 

$ 76 
25 

208 
628 
364 
740 

1,097 

92 
$ 3,230 

$ 

DP&L Investment 

Accumulated 
Depreciation 

($in 
millions) 

$ 62 
-

135 
308 
146 
290 
639 

59 
$ 1,639 

$ 

Constraction 
Work in 
Process 

($in 
mUlions) 

$ 
-
1 
4 
3 

12 

-
$ 23 

$ 

SCR and 
FGD 

Equipment 
Installed 
and in 
Service 

(Yes/No) 

No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

No 

On July 15, 2011, Duke Energy, a co-ovmer at the Beckjord Unit 6 facility, filed thefr Long-term 
Forecast Report with the PUCO. The plan indicated that Duke Energy plans to cease production at 
the Beckjord station, including our jointly owned Unit 6, in December 2014. This was followed by a 
notification by Duke Energy to PJM, dated Febraary 1, 2012, of a planned April 1, 2015 deactivation 
of this unit. DP&L does not object to Duke's decision. We are depreciating Unit 6 through 
December 2014 and do not believe that any additional accraals or impairment charges are needed as a 
result of this decision. 

We are considering options for the Hutchings station, but have not yet made a final decision. DP&L 
has informed PJM that Hutchings Unit 4 has mcuned damage to a rotor and wiU be deactivated and 
unavaUable for service until at least June 1, 2014, if not indeterminately. In addition, DP&L has 
notified PJM that Hutchings Units 1 and 2 wUl be deactivated by June 1, 2015. We do not beheve 



that any accraals are needed related to the Hutchings station. The decision to deactivate Units 1 and 2 
has been made because these two units are not equipped with the advanced envfronmental confrol 
technologies needed to comply with the MACT standard, which was renamed MATS (Mercury Afr 
Toxics Standard) when the rale was issued final on December 16, 2011, and the cost of compUance 
with the MATS standard or conversion to natural gas for these units would likely exceed the expected 
retum. DP&L is stUl stadying the option of converting two or more of Hutchings Units 3-6 to natural 
gas in order to comply with envfronmental requfrements. 
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6. Debt Obligations 

Long-term debt is as follows: 

Long-term debt 

$ in miUions 

Ffrst mortgage bonds maturing in October 2013 - 5.125% 
Pollution confrol series maturing in January 2028 - 4.70% 
Pollution confrol series maturing in January 2034 - 4.80% 
Pollution confrol series maturing in September 2036 - 4.80% 
Pollution confrol series maturing in November 2040 

- variable rates: 0.04% - 0.26% and 0.06% - 0.32% (a) 
U.S. Government note maturing in Febraary 2061 - 4.20% 
Capital lease obligation 
Unamortized debt discount 
Total long-term debt 

(a) Range of interest rates for the nine months ended September 30, 2012 and the twelve months ended December 31, 2011, 
respectively. 

At September 30, 
2012 

$ 470.0 
35.3 

179.1 
100.0 

100.0 
18.4 
0.2 

(0.2) 
$ 902.8 

$ 

$ 

At December 31, 
2011 

470.0 
353 

179.1 
100.0 

100.0 
18.5 
0.4 

(0.3) 
903.0 

Current portion - long-term debt 

$ in millions 
At September 30, 

2012 
At December 31, 

2011 

U.S. Government note maturing in Febraary 2061 
Capital lease obligation 
Total cunent portion - long-term debt - DPL 

4.20% 0.1 
03 
0.4 

0.1 
03 
0.4 



At September 30, 2012, matarities of long-term debt, including capital lease obligations, 
are summarized as follows: 

$ in millions 

Due within one year 
Due within two years 
Due within three years 
Due within four years 
Due within five years 
Thereafter 

Total long-term debt 

On December 4, 2008, the OAQDA issued $100.0 miUion of collateralized, variable rate Revenue 
Refunding Bonds Series A and B due November 1, 2040. In tum, DP&L bonowed these fonds from 
the OAQDA and issued conesponduig Ffrst Mortgage Bonds to support repayment ofthe fimds. The 
payment of principal and interest on each series ofthe bonds when due is backed by a standby letter of 
credit issued by JPMorgan Chase Bank, N.A. This letter of credit facility, which expfres in December 
2013, is irrevocable and has no subjective acceleration clauses. Fees associated with this letter of 
credit facUity were not material during the three and nine months ended September 30, 2012 and 
2011. 
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$ • 

$ 

0.4 
470.3 

0.1 
0.1 
0.1 

432.4 
903.4 

On April 20, 2010, DP&L entered into a $200.0 million unsecured revolving credit agreement with a 
syndicated bank group. This agreement is for a three year term expfring on April 20,2013 and 
provides DP&L with the abUity to increase the size ofthe facihty by an additional $50.0 
million. DP&L had no outstanding bonowings under this credit facility at September 30,2012 and 
December 31,2011. Fees associated with this revolving credit facility were not material during the 
three and nine months ended September 30,2012 and 2011. This facility also contains a $50.0 
million letter of credit sublimit. As of September 30, 2012, DP&L had no outstanding letters of credit 
against this facility. 

On March 1, 2011, DP&L completed the purchase of $18.7 million of electric fransmission and 
disfribution assets from the federal govenunent that are located at the Wright-Patterson Afr Force 
Base. DP&L financed the acquisition of these assets with a note payable to the federal government 
that is payable monthly over 50 years and bears interest at 4.2% per annum. 

On August 24, 2011, DP&L entered into a $200.0 miUion unsecured revolving credit agreement with 
a syndicated bank group. This agreement is for a four year term expfring On August 24, 2015 and 
provides DP&L with the ability to increase the size ofthe facility by an additional $50.0 
million. DP&L had no outstanding bonowings under this credit facility at September 30, 2012 and 
December 31,2011. Fees associated with this revolving credit facility were not material during the 
three and nkie months ended September 30,2012 and 2011. This facility also contains a $50.0 
mUlion letter of credit sublimit. As of September 30, 2012, DP&L had no outstanding letters of credit 
against this facility. 



Substantially all property, plant and equipment of DP&L is subject to the lien ofthe mortgage 
securing DP&L's Ffrst and Refimding Mortgage, dated October 1, 1935, with the Bank of New York 
Mellon as Trustee. 

7. Income Taxes 

The following table details the effective tax rates for the three and nine months ended September 30, 
2012 and 2011. 

Three Months Ended Nine Months Ended 
September 30, September 30, 

2012 I 2011 2012 I 2011 
DP&L (138.3)% 29.6% 40.3% 32.0% 

Income tax expense for the three and nine months ended September 30, 2012 and 2011 was calculated 
using the estimated annual effective income tax rates of 30.7% and 33.1% for 2012 and 2011, 
respectively. 
For the three and nine months ended September 30, 2011, management estimated the annual effective 
tax rate based upon its forecast of annual pre-tax income. For the three and nine months ended 
September 30, 2012, management estunated the annual effective tax rate based on actaal pre-tax 
income for the period. 

For the three months ended September 30,2012, DP&L's cunent period effective rate is less than the 
estimated annual effective rate due to certain cunent period tax adjustments. These cunent period 
adjustments include a revision to the estimated aimual effective rate resulting in a reduction of tax 
expense of $ 1.3 million offset by an increase in tax expense of $9.3 million due to fixed asset related 
defened tax trae-ups as weU as the effect of estimate-to-actaal income tax provision adjustments 
primarily related to lost Domestic Manufacturing Deductions. 

For the nine months ended September 30, 2012, DP&L's cunent period effective rate is greater than 
the estimated annual effective rate due to certain cunent period tax adjustments. These cunent period 
adjustments include an increase in other estimated tax liabilities of $0.3 million as well as an increase 
in tax expense of $9.3 million due to fixed asset related trae-ups as well as the effect of estfrnate-to-
actaal income tax provision adjustments primarily related to lost Domestic Manufacturing 
Deductions. 

For the three and nine months ended September 30, 2012, the decrease in DP&L's effective tax rate 
compared to the same period in 2011 primarily reflects decreased pre-tax book income related to an 
impafrment on certain fixed assets during the thfrd quarter of 2012. 
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Defened tax liabilities for DP&L increased by approximately $4.8 miUion and $6.3 million, 
respectively, during the three and nine months ended September 30, 2012. These increases were 
primarily related to depreciation offset by various purchase accounting adjustments. 



The Intemal Revenue Service began an examination of our 2008 Federal income tax return during the 
second quarter of 2010 that has continued through the cunent quarter. At this time, we do not expect 
the results of this examination to have a material effect on our ffriancial statements. 

8. Pension and Postretirement Benefits 

DP&L sponsors a defined benefit pension plan for the vast majority of its employees. 

We generally fimd pension plan benefits as accraed in accordance with the minimum fanding 
requfrements ofthe Employee Retfrement Income Security Act of 1974 (ERISA) and, in addition, 
make voluntary confributions from time to tfrne. There were no confributions made during the nine 
months ended September 30,2012. DP&L made a discretionary confribution of $40.0 million to the 
defined benefit plan during the nine months ended September 30,2011. 

The amounts presented m the following tables for pension uiclude the collective bargaming plan 
formula, the fraditional management plan formula, the cash balance plan formula and the SERP in the 
aggregate. The amounts presented for posfretfrement include both health and life insurance. 

The net periodic benefit cost (income) ofthe pension and posfretfrement benefit plans for the three 
months ended September 30, 2012 and 2011 was: 

Net Periodic Benefit Cost / (Income) 
$ in mUlions 
Service cost 
Interest cost 
Expected retum on assets (a) 
Amortization of unrecognized: 

Actaarial loss / (gain) 
Prior service cost 

Net periodic benefit cost / (income) 
before adjustments 
Settlement cost (b) 
Net periodic benefit cost / (income) 

S 

s l 

Pension 
2012 

1.5 
4.3 

(5.7) 

2.4 
0.7 

3.2 
0.5 
3.7 

$ 

$z 

2011 
0.8 
4.1 

(6.2) 

1.7 
0.5 

0.9 
-

0.9 

$ 

$ ~ 

Postretirement 
2012 

-
0.2 

(0.1) 

(0.2) 
0.1 

-
-
-

$ 

$ ~ 

2011 
-

0.2 
(0.1) 

(0.5) 
0.1 

(0.3) 
-

(0.3) 

(a) For purposes of calculating the expected return on pension plan assets, under GAAP, the market-related value of assets (MRVA) is 
used. GAAP requires that the difference between actual plan asset returns and estimated plan asset returns be included in the MR VA 
equally over a period not to exceed five years. We use a methodology under which we include the difference between actual and estimated 
asset returns in the MRVA equally over a three year period. The MRVA used in the calculation of expected retum on pension plan assets 
for the 2012 and 2011 net periodic benefit cost was approximately $335.0 million and $316.0 million, respectively. 

(\)\ The settlement cost relates to a former officer who has elected to receive a lump sum distribution in 2012 from the 
Supplemental Executive Retirement Plan. 
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The net periodic benefit cost (income) ofthe pension and posfretfrement benefit plans for the nfrie 
months ended September 30, 2012 and 2011 was: 

Net Periodic Benefit Cost / (Income) 
$ in miUions 
Service cost 
Interest cost 
Expected retum on assets (a) 
Amortization of unrecognized: 

Actaarial loss / (gain) 
Prior service cost 

Net periodic benefit cost / (income) 
before adjustments 
Settlement cost (b) 
Net periodic benefit cost / (income) 

S 

S ^ 

Pension 
2012 

4.6 
12.9 

(17.0) 

7.1 
2.2 

9.8 
0.5 

103 

$ 

$z 

2011 
3.7 S 

12.7 
(18.4) 

6.2 
1.6 

5.8 
-

5.8 S 

Postretirement 
2012 

; 0.1 
0.6 

(0.2) 

(0.7) 
0.1 

(0.1) 
-

; (0.1) 

$ 

$ 1 

201] I 
0.1 
0.7 

(0.2) 

(0.9) 
0.1 

(0.2) 
-

JOj) 

( a ) For purposes of calculating the expected retum on pension plan assets, under GAAP, the market-related value of assets (MRVA) is 
used. GAAP requires that the difference between actualplan asset returns and estimated plan asset returns be included in the MRVA 
equally over a period not to exceed five years. We use a methodology under which we incliide the difference between actual and estimated 
asset returns in the MR VA equally over a three year period. The MR VA used in the calculation of expected retum on pension plan assets 
for the 2012 and 201! net periodic benefit cost was approximately $335.0 million and $316.0 million, respectively. 

(\f) The settlement cost relates to a former officer who has elected lo receive a lump sum distribution in 2012 from the 
Supplemental Executive Retirement Plan. 

Benefit payments, which reflect fiiture service, are expected to be paid as foUows: 

Estimated Future Benefit Payments and Medicare Part D Reimbursements 

$ in millions Pension 

5.8 
22.7 
23.2 
23.8 
24.0 

$ ' 

Posfretfrement 

0.6 
2 3 
2.2 
2.0 
1.9 

2012 $ 
2013 
2014 
2015 
2016 
2017-2021 124.4 7.5 

9. Fair Value Measurements 

The fafr values of our fmancial instruments are based on published sources for pricing when 
possible. We rely on valuation models only when no other method is available to us. The value of 
our financial instraments represents our best estimates of fafr value, which may not be the value 
realized in the fiiture. The table below presents the fafr value and cost of our non-derivative 
instruments at September 30, 2012 and December 31, 2011. See also Note 10 for the fafr values of 
our derivative mstruments. 

At September 30, At December 31, 
2012 2011 

$ in millions Cost Fair Value Cost Fafr Value 
Assets 
Money Market Funds $ 0.2 S 0.2 $ 0.2 $ 0.2 



Equity Securities 
Debt Securities 
Multi-Sfrategy Fund 
Total Assets 

Liabilities 
Debt 

82 

3.9 
5.0 
0.3 
9.4 

903.2 

$ 

$ 

5.2 
5.5 
0.3 

11.2 

934.5 

$ 

$ 

3.9 
5.0 
0.3 
9.4 

903.4 

$ 

$ 

4.4 
5.5 
0.2 

10.3 

934.5 
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Debt 
The fafr value of debt is based on cunent public market prices for disclosure purposes 
only. Unrealized gains or losses are not recognized in the financial statements because debt is 
presented at amortized cost in the financial statements. The debt amounts include the cunent portion 
payable in the next twelve months and have maturities that range from 2013 to 2061. 

Master Trust Assets 
DP&L established a Master Trast to hold assets that could be used for the benefit of employees 
participating in employee benefit plans and these assets are not used for general operating 
purposes. These assets are primarily comprised of open-ended mutaal funds which are valued using 
the net asset value per unit. These investments are recorded at fafr value within Other assets on the 
balance sheets and classified as available for sale. Any unrealized gains or losses are recorded in 
AOCI until the securities are sold. 

DP&L had $1.7 million ($1.1 miUion after tax) in unrealized gains and immaterial unrealized losses 
on tiie Master Trust assets m AOCI at September 30,2012 and $1.0 million ($0.7 mUlion after tax) in 
unrealized gains and immaterial unrealized losses in AOCI at December 31, 2011. 

Due to the liquidation ofthe DPL common stock held in the Master Trust, there is sufficient cash to 
cover the next twelve months of benefits payable to employees covered under the benefit 
plans. Therefore, no unrealized gains or losses are expected to be fransfened to eamings since we will 
not need to sell any investments in the next twelve months. 

Net Asset Value (NAV) per Unit 
The following table discloses the fafr value and redemption frequency for those assets whose fafr 
value is estimated usuig the NAV per unit as of September 30,2012. These assets are part ofthe 
Master Trast. Fafr values estfrnated usmg the NAV per unit are considered Level 2 inputs within the 
fafr value hierarchy, unless they cannot be redeemed at the NAV per unit on the reporting 
date. Investments that have restrictions on the redemption ofthe frivestments are Level 3 inputs. At 



September 30, 2012, DP&L did not have any investments for sale at a price different from the NAV 
per unit. 

Fair Value Estimated Using Net Asset Value per Unit 

$ in miUions 

Fair Value at 
September 30, 

2012 

S 5.2 

5.5 

0.3 

S 11.0 

$ 

$ 

Fafr Valu( ;a t 
December 31, 

2011 

4.4 

5.5 

0.2 

10.1 

Unfimded 
Commitments 

$ 

-

-

$ 

Equity Securities (a) 

Debt Securities (b) 

Multi-Sfrategy Fund (c) 

Total 

(a)77i« category includes investments in hedge funds representing an S&P 500 index and the Morgan Stanley 
Capital International (MSCI) U.S. Small Cap 1750 Index. Investments in this category can be redeemed 
immediately at the current net asset value per unit. 

(h)This category includes investments in U.S. Treasury obligations and U.S. investment grade bonds. Investments 
in this category can be redeemed immediately at the current net asset value per unit. 

(c)This category includes a mix of actively managed funds holding investments in stocks, bonds and short-term 
investments in a mix of actively managed funds. Investments in this category can be redeemed inanediately at the 
current net asset value per unit. 

Fair Value Hierarchy 
Fafr value is defined as the exchange price that would be received for an asset or paid to fransfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an 
orderly fransaction between market participants on the measurement date. The fafr value hierarchy 
requfres an entity to maximize 
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the use of observable inputs and minimize the use of unobservable inputs when measuring fafr 
value. These inputs are then categorized as Level 1 (quoted prices in active markets for identical 
assets or liabilities); Level 2 (observable inputs such as quoted prices for similar assets or liabilities or 
quoted prices in markets that are not active); or Level 3 (unobservable inputs). 

Valuations of assets and Uabilities reflect the value ofthe instrument including the values associated 
with counterparty risk. We include our own credit risk and our counterparty's credit risk in our 
calculation of fafr value using global average default rates based on an annual stady conducted by a 
large rating agency. 

We fransfened a money market account to Level 1 from Level 2 ofthe fafr value hierarchy, as it was 
determined that this fimd is a cash equivalent where quoted prices are generaUy equal to par value. 


