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THE DAYTON POWER & LIGHT COMPANY
Case No. 15-1830-EL-AIR

Supplemental Information (C}{(4)

Requirement:

Provide the most recent SEC Form 10-K, 10-Q, and 8-K of the applicant, and/or parent company, if
applicant is wholly owned subsidiary.

Response:

Please see attached the most recent SEC Form 10-Q {September 3G, 2015) and 8-K (July 31, 2015). The
most recent SEC Form 10-K (2014) was provided under Supplemental Information (C)(3).



UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q

() QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d} OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2015
OR

( ) TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the transition pericd from to
Commission Registrant, State of Incorporation, [.R.S. Employer
File Number Address and Telephone Number Identification No.
1-9052 DPL INC. 31-1163136

(An Ohio Corporation)

1065 Woodman Drive
Dayton, Ohio 45432

937-224-6000

1-2385 THE DAYTON POWER AND LIGHT COMPANY 31-0258470
(An Ohio Corporation)

1065 Woodman Drive
Dayton, Chio 45432

8937-224-6000

indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months {or for such shorter period that the registrant
was required fo file such reports), and (2) has been subject to such fifing requirements for the past 90 days.

DPL Inc. Yes O No X
The Dayton Power and Light Company Yes [1 No

The Dayton Power and Light Company is a voluntary filer that has filed all applicable reports under Section 13 or 15
(d) of the Securities Exchange Act of 1934 during the preceding 12 months. During the relevant period in 2015,
DPL Inc. was a voluntary filer until its May 29, 2015 Registration Statement on Form S-4 filed with the Securities
and Exchange Commission was declared effective on June 12, 2015. DPL Inc. has filed all applicable reports
under Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months.

Indicate by check mark whether each registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

DPL Inc. Yes No O
The Dayton Power and Light Company Yes No O



Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller
reporting company” in Rule 12b-2 of the Exchange Act.

Large Non- Smaller

accelerated Accelerated accelerated reporting

filer filer filer company
DPL Inc. O O O
The Dayton Power and Light Company O O X O

Indicate by check mark whether each registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

DPL Inc. Yes O No X
The Dayton Power and Light Company Yes O No

All of the outstanding common stock of DPL Inc. is indirectly owned by The AES Corporation. All of the common
stock of The Dayton Power and Light Company is owned by DPL Inc.

As of November 4, 2015, each registrant had the following shares of common stock outstanding:

Shares
Registrant Description Outstanding
DPL Inc. Common Stock, no par value 1
The Dayton Power and Light Common Stock, $0.01 par value 41,172,173

Company

This combined Form 10-Q is separately filed by DPL Inc. and The Dayton Power and Light Company. Information
contained herein relating to any individual registrant is filed by such registrant on its own behalf. Each registrant
makes no representation as to information relating to a registrant other than itself.
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GLOSSARY OF TERMS

The following terms are used in this Form 10-Q:

Term Def nltlon

DPLER DPL Energy Resources, Inc.,, @ wholly owned sub3|d[a of DPL that sells
competltlve electric energy and other energy serwces

Firstand Refunding  DP&L's First and Refunding Mortgage, dated October 1, 1935, as amended, with
Mortgage the Bank of New York Mellon as Trustee

Merger The merger of DPL and Dolphln Sub Inc a whoIIy owned sub5|d|ary of AES. On
November 28 2011, DPL beoame a wholly owned sub5|d|ary of AES.

MVIC ' o anml VaIIey Insurance Company " whoIIy owned msurance subSIdlaryof DPLthat
provides insurance services to DPL and its subsidiaries and, in some cases,
insurance services to pariner companies related to jointly owned facilities operated
by DP&L




Table of Contents

GLOSSARY OF TERMS (cont.)

U.S. SBU

Definition

& kel €a

' -lﬁﬂl:’}{jﬁu\‘}-’ﬂq\‘ﬂf\f}n Gt

- Rehablhty Pncmg Model The Reliability PI‘ICIg Modells PJMs capamty construct

The purpose of the RPM is o enable PJM to obtain sufficient resources ta reliably
meet the needs of electric customers within the PJM footprint. Under the RPM
construct, PJM procures capacity, through a multi-auction structure, on behalf of the
load serving entities to satisfy the load obligations. There are three RPM auctions
held for each delivery year (running from June 1 through May 31). The base residual
auction is held three years in advance of the delivery year and then there is one
incremental auction held in each of the subsequent three years. DP&L's capacity is
located in the “rest of” RTO area of PJNI

=

' °{“’qu€1} ?;ﬁ'r-

Uu.s. StrategchusmessUnlt AES reportlng unlt covering the businesses in the
United States, including DPL
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this report are "forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. Matters discussed in this report that relate to events or developments that
are expected to oceur in the future, including management's expectations, strategic objectives, business prospects,
anticipated economic performance and financial condition and other similar matters constitute forward-looking
statements. Forward-looking statements are based on management's beliefs, assumptions and expectations of
future economic performance, taking into account the information currently available to management. These
statements are not statements of historical fact and are typically identified by terms and phrases such as
“anticipate,” “believe,” “intend,” "estimate,” “expect,” “continueg,” "should,” “could,” “may,” “plan,” “project,” “predict,”
“will” and similar expressions. Such forward-looking statements are subject to risks and uncertainties and investors
are cautioned that outcomes and results may vary materially from those projected due to various factors beyond our
control, including but not limited to:

+ abnormal or severe weather and catastrophic weather-related damage;

+ unusual maintenance or repair requirements;

« changes in fuel costs and purchased power, coal, environmental emission allowances, natural gas and
other commodity prices;

+  volatility and changes in markets for electricity and other energy-related commodities;
+ increased competition and deregulation in the electric utility industry;

+ increased competition in the retail generation market;

+ availability and price of capacity;

* changes in interest rates;

+ state, federal and foreign legislative and reguiatory initiatives that affect cost and investment recovery,
emission levels, rate structures or tax laws;

= c¢hanges in environmental laws and regulations to which DPL and its subsidiaries are subject;

« the development and operation of RTOs, including PJM to which DP&L has given control of its transmission
functions;

+ changes in our purchasing processes, pricing, delays, contractor and supplier performance and availability;
+ significant delays associated with large construction projects;
+ growth in our service territory and changes in demand and demographic patterns;

+ changes in accounting rules and the effect of accounting pronouncements issued periodically by accounting
standard-setting bodies;

« financial market conditions;

« changes in tax laws and the effects of our strategies o reduce tax payments;

« the outcomes of litigation and regulatory investigations, proceedings or inquiries;

» general economic conditions; and

« the risks and other factors discussed in this report and other DPL and DP&L filings with the SEC.

Forward-looking statements speak only as of the date of the document in which they are made. We disclaim any
obligation or undertaking to provide any updates or revisions to any forward-looking statement to reflect any change
in our expectations or any change in events, conditions or circumstances on which the forward-locking statement is
based. 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.

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 of the foregoing and certain other factors that
could cause actual resulis to differ materially from those reflected in such forward-looking statements and that
should be considered in evaluating our outlook.
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You may read and copy any document we file at the SEC’s public reference room located at 100 F Strest N.E.,
Washington, D.C. 20548, USA. Please call the SEC at (800) SEC-0330 for further information on the public
reference room. QOur SEC filings are also available to the public from the SEC’s website at www.sec.gov.

COMPANY WEBSITES

DPL’s putlic internet site is www.dplinc.com. DP&L’s public internet site is www.dpandl.com. The information on
these websites is not incorporated by reference into this report.

Part | — 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 be clearly noted in the applicable section.

Item 1 — Financial Statements



http://www.sec.gov
http://www.dplinccom
http://vww.dpandl.com
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FINANCIAL STATEMENTS

DPL INC.
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DPL INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

[Reven S NSt

‘20 qu?-g-{y}f;wm B ._ '

leed-asset impalrment B _ — —_

- Total opermg expenses

peratlmcoe B ] 40.3 _ 90.5 166.0 8.3

Other income / {expense), net
- ivasimeniincare fless)
Interest expense

NCHINCOMONIIDSS) RN ST

See Notes to Condensed Consolidated Financial Statements.
These interim staternents are unaudited.

10
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DPL INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME / {LOSS)
Three months ended Nine months ended
September 30, September 30,

$ in millions 2015 2014 2015 2014

Reclassuf catlon to earnings, net of mcome tax
expense of $0.0, $(0.1), $0.0 and $(0.2) for each
respectlve penod —_ 0.2 — 0.4

Reclassﬁctlon to earnlngs, et of income tax
(expense) / benefit of $1.1, $(1.5), $1.6 and $(7.4)
for each respectwe penod (2 0) 3.4 (3.4) 14.2

Negcomprel

See Notes to Condensed Consolidated Financial Statements.
These interim statements are unaudited.

1



Table of Contents

DPL INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
September 30, Becember 31,

$ in millions 2015 2014
ASSETS
Current assets
BeEchEndlcasmenuivalen

Restrlcted cash

Total other non- current assets

Total assets | $ 34894 $ 3.577.8

See Notes to Condensed Consolidated Financial Statements.
These interim statements are unaudited.

12
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DPL INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, December 31,
$ in millions 2015 2014

LIABILITIES AND SHAREHOLDER'S EQUITY
Current liabilities:

- Cuyment jperiien o hexigmm et (i &) - SRERS 1410
Short-term debt 10.0 -
Accrued taxes 140.8 102.6

" ANy INEEs - 7F:

Security deposits

- REstiEtem felslited syman

Insurance and claims costs

- @iy euient Meeliias i il o i e , 4508 48T

Total current liabilities 820.8 333.0

PDW:=§a:;?jjmTFin11ﬁ1T\,l_'f'_"'_f'k'__' B B

Long-term debt (Note 5

e e dlaxe Sl

Taxes payable

- Regjelztion Neniliss, emiann

Pension, retiree and other benefits

" Ulnereied invasine B e

Other deferred credits

- et mer=anirsn st

Redecmablelpreleltenisrockoeubsid|any)

" Other paid-in capital 2,237.7

- feguinulaied Qg Eomirsiindie g i
Accumulated deficit
.. Telel comrmen SR e

J- "jlﬂhﬂ‘lﬁarjs Pf qi}:_lr’:ill_ :5_ J@Uf;,

See Notes to Condensed Consolidated Financial Statements.
These interim statements are unaudited.

13
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DPL INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Nine months ended September 30,
$ in millions 2015 2014

Cash flows from operating activities:

N e ) @eeg). LY

Adjustments to reconcile net income / (loss) to net cash from operatmg
actwltles

(e e evides By e ale seliits
Cash flows from mvestmg actlwtles
" Capialopanaives T
Proceeds from sale of busmess
" Iehdhese canidiam allevansEs
Purchase of renewable energy credits
Hhcieaselg(Ueoleaseiniresticiedicash
Other investing acfivities, net
" G esE vecsl oy favesing aelfviies
Net cash from financing activities:

" Pavmngiie ot deied Tendis code -
Issuance of long-term debt

- Borenigs e eling sk Eelles

Repayment of borrowings from revolving credit facilities

BRelremeniofonGaenTGeDies

Other financing activities, net

- [l e ey inerelg adhiies.

Cash and cash equwalents
Nél(jnﬂn[gr‘-; T LA
Balance at beginning of perlod

Beacntndleasplequivalenteiatendiogperiods
Supplemental cash ﬂow mformatlon'

Mlnierestpai

Income taxes pald I (refunded) net
CiNenaah emding ane inesling seifine
Accruals for capital expenditures
See Notes to Condensed Consolidated Financial Statements.
These interim statements are unaudited.

14
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DPL Inc.
Notes to Condensed Consolidated Financial Statements (Unaudited)

Note 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 included the operations of DPLER’s wholly cwned subsidiary MC
Squared. MC Squared was sold effective April 1, 2015. See Note 11 for more information relating to these
reportable segments. The terms “we,” “us,” “our’ and “ours” are used to refer to DPL and its subsidiaries.

DPL is an indirectly wholly owned subsidiary of AES.

DP&L is a public utility incorporated in 1911 under the laws of Ohio. Beginning in 2001, Chio law gave Ohio
consumers the right to choose the electric generation supplier from whom they purchase retail generation service,
however distribution and transmission retail services are still regulated. DP&L has the exclusive right to provide
such distribution and transmission services fo its more than 515,000 customers located in West Central Ohio.
Additionally, DP&L offers retail SSO electric service to residential, commercial, industrial and governmental
customers in a 6,000 square mile area of West Central Ohio. DP&L owns multiple coal-fired and peaking electric
generating facilities as well as numerous transmission facilities, all of which are included in the financial statements
at amortized cost. During 2015, DP&L is required to source 60% of the generation for its SSO customers through a
competitive bid process and beginning January 2016, generation for its SSO customers will be 100% competitively
bid. Principal industries located in DP&L’s service territory include automotive, food processing, paper, plastic,
manufacturing and defense. DP&L's sales reflect the general economic conditions, seasonal weather patterns,
retail competition in our service territory and the market price of electricity. DP&L sells any excess energy and
capacity into the wholesale market. On June 4, 2014, the PUCO issued an entry on rehearing which requires
DP&.L to separate its generation assets from its transmission and distribution assets no later than January 1, 2017.
DP&L also sells electricity to DPLER, an affiliate, to satisfy the electric requirements of DPLER's retail customers.

DPLER sells competitive retail electric service, under contract, to residential, commercial, industrial and
governmental customers in Ohio. As of September 30, 2015, DPLER has approximately 128,000 customers
currently located throughout Ohio. On Aprit 1, 2015, DPLER closed on the sale of its former subsidiary, MC
Squared. DPLER dces not own any transmission or generation assets, and all of DPLER’s electric energy was
purchased from DP&L to meet its sales obligations. DPLER's sales reflect the general economic conditions and
seasonal weather patterns 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 electricity, and MVIC, our captive insurance company that provides insurance
services to us. DPL owns all of the common stock of its subsidiaries.

DPL alsc has a wholly owned business trust, DPL Capital Trust Il, formed for the purpose of issuing trust capital
securifies to investors.

DP&L’s electric transmission 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 electric transmission and distribution 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 fo expected future costs.

DPL and its subsidiaries employed 1,234 people as of September 30, 2015, of which 1,194 were employed by
DP&L. Approximately 59% of all DPL employees are under a collective bargaining agreement that expires on
October 31, 2017.

Financial Statement Presentation

DPL’s Condensed Consolidated Financial Statements include the accounts of DPL and its wholly owned
subsidiaries except for DPL Capital Trust ll, which is not consolidated, consistent with the provisions of GAAP.
DP&L has undivided ownership interests in five coal-fired generating facilities, varicus peaking generating
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facilities and numerous transmission facilities, all of which are inciuded in the financial statements at amortized cost,
which was adjusted to fair value at the date of the Merger for DPL. Operating revenues and expenses of these
facilities are included on a pro rata basis in the corresponding lines in the Condensed Consolidated Statements of
Operations. See Note 4 for more information.

Certain immaterial amounts from prior periods have been reclassified to conform to the current period presentation.
All material intercompany accounts and transactions are eliminated in consolidation.

These financial statements have been prepared in accordance with GAAP for interim financial statements, the
instructions 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.

In the opinion of cur management, the Condensed Consolidated Financial Statements presented in this report
contain all adjustments necessary to fairly state our financial position as of September 30, 2015; our results of
operations for the three and nine months ended September 30, 2015 and 2014 and our cash flows for the nine
months ended September 30, 2015 and 2014. 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
EGUSs, changes in economic conditions involving commodity prices and competition, and other factors, interim
results for the three and nine months ended September 30, 2015 may not be indicative of our results that will be
realized for the full year ending December 31, 2015,

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 liabilities, and the
revenues and expenses of the periods reported. Actual results could differ from these estimates. Significant items
subject to such estimates and judgments inciude: the carrying value of praperty, plant and equipment; unbilled
revenues; the valuation of derivative instruments; the valuation of insurance and claims liabilities; the valuation of
aliowances for receivables and deferred income taxes; regulatory assets and liabilities; liabilities recorded for
income tax exposures; litigation; contingencies; the valuation of AROs; assets and liabilities related to employee
benefits; goodwill; and intangibles.

As a result of 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 their fair value at the Merger date.

Sale of Receivables

DPLER sells its customer receivables. These sales are at a small discount for cash at the billed amounts for their
customers’ use of energy. Total receivables sold by DPLER and by MC Squared prior o its sale during the three

months ended September 30, 2015 and 2014 were $9.4 million and $37.7 million, respectively. Total receivables

sold by DPLER and by MC Squared prior to its sale during the nine months ended September 30, 2015 and 2014
were $49.1 million and $98.7 million, respectively.

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. These taxes are
accounted for on a net basis and not included in revenue. The amounts of such taxes collected for the three
monthsg ended September 30, 2615 and 2014 were $13.0 million and $12.5 million, respectively. The amounts of
such taxes collected for the nine months ended September 30, 2015 and 2014 were $38.5 million and $38.5 million,
respectively.

Related Party Transactions

In December 2013, an agreement was signed, effective January 1, 2014, whereby the Service Company is to
provide services including operations, accounting, legal, human resources, information technology and other
corporate services on behalf of companies that are part of the U.S. SBU, including, among other companies, DPL
and DP&L. The Service Company allocates the costs for these services based on cost drivers designed to result in
fair and equitable allocations. This includes ensuring that the regulated utilities served, including DP&L, are not
subsidizing costs incurred for the benefit of other businesses. DPL charges the Service Company for employee
payroll and benefit costs that are incurred on behalf of the Service Company.
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[n the normal course of business, DPL enters into transactions with subsidiaries of AES. The following table
provides a summary of these transactions:

Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

Transactlons with the Serv1 ompany

G hatge s omlneIc e celEompat ; hais
ChargestotheSerwceCompany $ 11 § 06 $ 51 § 18

at September at December |
30, 2015 31, 2014

DPL has issued debt to a wholly owned business trust, DPL Capital Trust Il. See Note 5 for further information.

Recently Issued Accounting Standards

ASU No. 2015-03, Interest — Imputation of Interest (Subtopic 835-30)

In April 2015, the FASB issued ASU No. 2015-03, which simplifies the presentation of debt issuance costs by
requiring that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct
deduction from the carrying amount of that debt liability, consistent with debt discounts. The recognition and
measurement guidance for debt issuance costs are not affected by the amendments in this update. The standard is
effective for annual reporting periods beginning after December 15, 2015 and interim periods therein, and requires
the use of the full retrospective approach. Early adoption is permitted for financial statements that have not been
previously issued. As of September 30, 2015, DPL had approximately $17.6 million in deferred financing costs
classified in other non-current assets that would be reclassified to reduce the related debt liabilities upon adoption
of ASU No. 2015-03.

ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606)

In May 2014, the FASB issued ASU No. 2014-09, which clarifies principles for recognizing revenue and will result in
a common revenue standard for U.S. GAAP and Iniernaticnal Financial Reporting Standards. The objective of the
new standard is to provide a single and comprehensive revenue recognition model for all contracts with customers
to improve comparability. The revenue standard contains principles that an entity will apply to determine the
measurement of revenue and timing of when it is recognized. The standard raquires an entity to recognize revenue
to depict the transfer of goods or services to customers at an amount that the entity expects to be entitled to in
exchange for those goods or services. In August 2015, the FASB issued ASU No. 2015-14, Revenue from Contract
with Customer (Topic 608). Deferral of the Effective Date, which deferred the effective date of ASU 2014-09 by one
year, resulting in the new revenue standard being effective for annual reporting periods beginning after December
15, 2017 and interim periods therein. Early adoption is now permitted only as of the original effective date for public
entities (that is, no earlier than 2017 for calendar year-end entities). The standard permits the use of either a full
retrospective or modified retrospective approach. We have not yet selected a transition method and we are
currently evaluating the impact of adopting the standard on our financial statements.

ASU No. 2015-11, Inventory: Simplifying the Measurement of Inventory (Topic 330)

In July 2015, the FASB issued ASU No. 2015-11, which simplifies the subsequent measurement of inventory, It
replaces the current lower of cost or market test with a lower of cost or net realizable value test. The standard is
effective for public entities for annual reporting periods beginning after December 15, 2016, and interim pericds
therein. Early adoption is permitted, The new guidance must be applied prospectively. We are currently evaluating
the impact of adopting the standard on our financial statements.

ASU No. 201502, Consolidation — Amendments to the Consolidation Analysis (Topic 8§10)

in February 2015, the FASB issued ASU 2015-02, which makes fargeted amendments to the current consolidation
guidance and ends the deferral granted to investment companies from applying the VIE guidance. The standard
amends the evaluation of whether (1) fees paid to a decision-maker or service providers represent a variable
interest, (2) a limited partnership or simiiar entity has the characteristics of a VIE and (3} a reporting entity is the
primary beneficiary of a VIE. The standard is effective for annual periods beginning after December 15, 2015 and

17



Table of Contents

interim periods therein. Early adoption is permitted. We are currently evaluating the impact of adopting the standard
on our financial statements.

ASU No. 2015-13, Derivatives and Hedging (Topic 815}: Application of the Normal Purchases and Normal
Sales Scope Exception to Certain Electricity Contracts within Nodal Energy Market

In August 2015, the FASB issued ASU No. 2015-13, which resolves the diversity in practice resulting from
determining whether certain contracts qualify for the normai purchases and normal sales scope exception under
ASC Topic 815, Derivatives and Hedging. This standard clarifies that entities would not be precluded from applying
the normal purchases and normal sales exception to certain forward contracts that necessitate the transmission of
electricity through, or delivery to a location within, a nodal energy market. The standard is effective upon issuance
and should be applied prospectively. As we had designated qualifying contracts as normal purchase or normal
sales, there was no impact on our financial statements upon adoption of this standard.

ASU No. 2015-05, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer’s
Accounting for Fees Paid in a Cloud Computing Arrangement

In April 2015, the FASB issued ASU No. 2015-05, which clarifies how customers in cloud computing arrangements
should determine whether the arrangement includes a software license and eliminates the existing requirement for
customers to account for software licenses they acquired by analogizing to the accounting guidance on leases. The
standard is effective for annual reporting periods beginning after December 15, 2015 and interim periods therein.
Early adoption is permitted. The standard permits the use of a prospective or retrospective approach. We have not
yet selected a transition method and we are currently evaluating the impact of adopting the standard on our
financial statements.

Note 2 — Supplemental Financial Information

Accounts receivable and Inventories are as follows at September 30, 2015 and December 31, 2014:

September 30, December 31,
$ in millions 2015 2014

“Fueland imestone $ 60.3 $ 65.3
Other 2.0 14

* el vaiiaits, slavarisee
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Accumulated Other Comprehensive Income / (Loss)
The amounts reclassified out of Accumulated Other Comprehensive Income / {Loss) by component during the three
and nine months ended September 30, 2015 and 2014 are as follows:

Details about

Accumulated Other Affected line item in the
Comprehensive Condensed Consolidated
Income / (Loss) Statements of
components Operations Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

Gains and losses on Available-for-sale securities activity (Note 8);

Net of income taxes

Total refassiﬁcafs or the period, net of income
taxes $ (1.9) $ 36 $ (3.5) % 14.6

The changes in the components of Accumulated Other Comprehensive Income / (Loss) during the nine months
ended September 30, 2015 are as follows:

Gains / Gains / Change in
(losses) on {losses) on unfunded
available-for- cash flow pension

$in miIIions sale securities hedges obligation Total

Note 3 -- Requlatory assets and liabilities

DP&L has certain rate riders that provide for recovering, on a timely basis, costs incurred for specific programs for
which costs may fluctuate. These riders generally allow DP&L to estimate future costs and customer kWh
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consumption and set rider rates designed to recover those estimated costs as they are incurred. Differences
between revenues collected and the actual program costs are tracked and reconciled by increasing or reducing
future rates accordingly. DP&L's current regulatory assets and current regulatory liabilities reflect the reconciliation
of such differences, with the exception of deferred storm costs. The deferred storm regulatory asset reflects costs
incurred to repair major storm damage in previous years, for which DP&L was granted cost recovery during 2015.
The changes in DP&L’s current regulatory asset and liability balances from December 31, 2014 to September 30,
2015 primarily represent the recovery of $16.7 million of deferred storm costs, and the reconciliation of other rider
costs.

Note 4 - Ownership of Coal-tired Facilities

DP&L- has undivided ownership interests in five coal-fired electric generating facilities, various peaking facilittes and
numerous fransmission facilities with certain other Chio utilities. Certain expenses, primarily fuel costs for the
generating units, are allocated to the owners based on their energy usage. The remaining expenses, investments
in fuel inventory, plant materials and cperating supplies, and capital additions are allocated to the owners in
accordance with their respective ownership interests. At September 30, 2015, DP&L had $25.0 million of
construction work in process at such jointly owned facilities. DP&L’s share of the operating cost of such facilities is
included within the corresponding line in the Condensed Consolidated Statements of Operations and DP&L’s share
of the investment in the facilities is included within Total net property, plant and equipment in the Condensed
Consolidated Balance Sheets. Each joint owner provides their own financing for their share of the operations and
capital expenditures of the jointly owned units and stations.

DP&L’s undivided ownership interest in such facilities at September 30, 2015 is as follows:

DP&L Share DPL Carrying value

SCR and

FGD

Equipment

Summer Construction Installed

Production Gross Plant  Accumulated Work in and in
Jointly owned production  Ownership  Capacity in Service  Depreciation Process Service
units and stations: {%) (MW) ($ in mllllons) ($ in mllhons) {($ in millions)  (Yes/No)

_,.. SN - S ] 30 S Ll - .»...,._ WSV

LB

Sturttatlon o 350 808 234 21 14 Yes
,é}ﬁ’@?ﬂ.@!eﬂﬂﬂ_]a LR Gy At : v ors

Transmission (at varylng
percentages) nfa 7 —

DPL revalued DP&L’s investment in the above plants at the estimated fair value for each plant at the date of the
Merger.
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Note 5 — Debt

Long-term debt

September 30, December 31,
2015 2014

$ in millions

! alal e SR G SOTel

Bank term loan due in July 2020 - rates from: 2.44% - 2.45%
Bank term loan due in May 2018 - rates from: 2.41% - 2.44% and 2.42% -
2.45% (a) 140.0
Sraier Lnscayreg] beRek che i Clehar A8 =885 518010
Senior unsecured bonds due in October 2019 - 6.75% 200.0
Seinfer ursceiiiad berel dus i Culelir 2ol - 7257 80}
Note to DPL Capital Trust Il due in September 2031 - 8 125% (b) 5.6
Unigrnaifasd: el ofseaunk ol i Sa(00)
Total non-current portion of long-term debt $

Current portion of long-term debt
September 30, December 31,

$i |n milllons

Unamonzed dbt dlsut L
. TRelal QUIFFa pemie 6 e HE el

(a) Range of interest rates for the nine months ended September 30, 2015 and the twelve months ended December 31, 2014,

respectively.
(b) Note payable to related party. See Note 1: Related Party Transactions for additional information.

Premiums or discounts recognized at the date of the Merger are amortized over the remaining life of the debt using
the effective interest method.

DP&L has an unsecured revolving credit agreement with a syndicated bank group. Prior to refinancing the facility
on July 31, 2015, as discussed below, this facility had a $300.0 million borrowing fimit, a five-year term expiring on
May 10, 2018, a $100.0 million letter of credit sublimit and a feature that provided DP&L the ability to increase the

size of the facility by an additional $100.0 million.

On July 31, 2015, DP&L refinanced its revolving credit facility, reducing the total size from $300.0 million to $175.0
million, with a $50.0 million letter of credit sublimit and a feature that provides DP&L the ability to increase the size
of the facility by an additional $100.0 million. This refinancing extended the life of the facility from May 2018 to July
2020. At September 30, 2015, DP&L had drawn $10.0 million under this facility and had two letters of credit in the
amount of $1.4 million outstanding under this facility, with the remaining $163.6 million availabie to DP&L. Fees
associated with this letter of credit facility were not material during the nine months ended September 30, 2015 or

2014.

21



Table of Contents

DP&L's unsecured revolving credit agreement has two financial covenants. The first financial covenant measures
Total Debt to Total Capitalization. The Total Debt to Total Capitalization ratio is calculated, at the end of each fiscal
quarter, by dividing total debt at the end of the quarter by total capitalization at the end of the quarter. The second
financial covenant ratic compares EBITDA to Interest Expense ratio. The EBITDA to Interest Expense ratio is
calculated, at the end of each fiscal quarter, by dividing EBITDA for the four prior fiscal quarters by the consolidated
interest charges for the same period.

On July 1, 2015, the $35.3 million of DP&L"s 4.7% pollution control bonds due January 2028 and $41.3 million of
DP&L's 4.8% pollution control bonds due January of 2034 were called at par and were redesmed with cash.

On August 3, 2015, DP&L called $100.0 million of variable rate pollution contrel bonds due November 2040 and
terminated the amended standby letter of credit facilities. DP&L also called the $137.8 million of 4.8% pollution
control bonds due January of 2034. These bonds were refinanced with $200.0 million of new pollution control
bonds at variable rates of interest secured by first mortgage bonds in an equivalent amount, and the remaining
$37.8 million was redeemed.

DPL. has a revolving credit facility. This facility has a letter of credit sublimit and a feature that provides DPL the
ability to increase the size of the facility. Prior to refinancing the facility on July 31, 2015, as discussed below, this
facility was unsecured and had a borrowing fimit of $100.0 million with a $100.0 million letter of credit sublimit, was
able to be increased in size by DPL by an additional $50.0 million and had a five-year term expiring on May 10,
201 8; with a springing maturity, meaning that if DPL had not refinanced its senior unsecured bonds due October
2016 before July 15, 2016, then the maturity of this facility would have been July 15, 2016.

On July 31, 2015, DPL refinanced its revolving credit facility, increasing the total size from $100.0 million to $205.0
million, with a $200.0 million letter of credit sublimit and a feature that provides DPL the ability, under certain
circumstances, to increase the size of the facility by an additional $95.0 million. This facility is secured by a pledge
of common stock that DPL owns in DP&L, limited to the amount permitted to be pledged under certain Indentures
dated October 3, 2011 and October 6, 2014 between DPL and Wells Fargo Bank, NA and U.S. Bank Naticnal
Association, respectively, as Trustee and a limited recourse guarantee by DPLE secured by assets of DPLE. On
October 29, 2015, DPL further secured the credit facility through a leasehold mortgage on additional assets of
DPLE. This refinancing extended the life of the facility from May 2018 to July 2020. DPL's new credit facility has a
springing maturity feature providing that if, before July 1, 2019, DPL has not refinanced its senior unsecured bonds
due October 2019 to have a maturity date that is af least six months later than July 31, 2020, then the maturity of
this facility shall be July 1, 2019. At September 30, 2015, there was one [etter of credit in the amount of $2.3 million
autstanding under this facility, with the remaining $202.7 million available to DPL. Fees associated with this facility
were not material during the nine months ended September 30, 2015 or 2014.

Also on July 31, 2015, DPL refinanced its term loan, paying down the cutstanding amount of $160.0 million using
proceeds from the new term loan of $125.0 million and a combination of cash on hand and draws on short term
credit facilities. The new term loan extends the term to July of 2020, pushing back required principal payments to
2017, and providing a mechanism for DPL to request additional term loans to refinance existing indebtedness, This
facility is secured by a pledge of common stock that DPL owns in DP&L, limited to the amount permitted to be
pledged under certain Indentures dated October 3, 2011 and October 6, 2014 between DPL and Wells Fargo Bank,
NA and U.5. Bank National Association, respectively, as Trustee and a limited recourse guarantee by DPLE
secured by assets of DPLE. On October 29, 2015, DPL further secured the credit facility through a leasehold
mortgage on additional assets of DPLE. The new term loan has a springing maturity feature providing that if, before
July 1, 2019, DPL has not refinanced its senior unsecured bonds due October 2019 to have a maturity date that is
at least six months later than July 31, 2020, then the maturity of this facility shall be July 1, 2019.

DPL’s revolving credit agreement and term loan have two financial covenants. The first financial covenant, a Total
Debt to EBITDA rafio, is calculated at the end of each fiscal quarter by dividing total debt at the end of the current
quarter by consolidated EBITDA for the four prior fiscal quarters. The second financial covenant, an EBITDA {o
Interest Expense ratio, is calculated, at the end of each fiscal quarter, by dividing EBITDA for the four prior fiscal
quarters by the consolidated interest charges for the same period.

DPL’s revolving credit agreement and term loan restrict dividend payments from DPL {o AES and the cost of
borrowing under the facilities adjust under certain credit rating scenarios.
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Substantially all property, plant & equipment of DP&L is subject to the lien of the mortgage securing DP&L’s First
and Refunding Mortgage:-

Note 6 — Income Taxes

The following table details the effective tax rates for the three and nine months ended September 3¢, 2015 and
2014.

Three months ended Nine months ended
September 30, September 30,
2015 2014 2015

Income tax expense for the nine months ended September 30, 2015 and 2014 was calculated using the estimated
annual effective income tax rates for 2015 and 2014 of 30.8% and (42.3)%, respectively. For the nine months
ended September 30, 2015 and 2014, management estimated the annual effective tax rate based on its forecast of
annual pre-tax income. To the extent that actual pre-tax results for the year differ from the forecasts applied to the
most recent interim period, the rates estimated could be materially different from the actual effective tax rates.

For the three and nine months ended September 30, 2015, DPL’s current period effective rate was less than the
estimated annual effective rate primarily due to the sale of MC Squared and an anticipated refund from the IRS for
the filing of an amended 2011 predecessor tax return to include the domestic manufacturing deduction. The
increase in the effective rate compared to the same period in 2014 is primarily due to the non-deductible goodwill
impairment in 2014 which did not occur in 2015.

Note 7 — Pension and Postretirement Benefits

DP&L sponsors a defined benefit pension plan for the vast majority of its employees.

We generally fund pension ptan benefits as accrued in accordance with the minimum funding requirements of
ERISA and, in addition, make voluntary contributions from time to time. There was $5.0 million and $0.0 million in
employer contributions made during the nine months ended September 30, 2015 and 2014, respectively.

The amounts presented in the following tables for pension include the collective bargaining plan formula, the
traditional management plan formula, the cash balance plan formula and the SERP, in the aggregate. The amounts
presented for postretirement include both health and life insurance. The pension and postretirement costs below
have not been adjusted for amounts billed to the Service Company for former DP&L employees who are now
employed by the Service Company but are still participants in the DP&L plan. See "Related Party Transactions”
discussion in Note 1, "Overview and Summary of Significant Accounting Policies".

The net periodic benefit cost of the pension and postretirement benefit plans for the three and nine months ended
September 30, 2015 and 2014 was:

Net Periodic Benefit Cost Pension Postretirement
Three months ended Three months ended

September 30, September 30,
$ in millions 2015 2014 201 2014

SanviEs oSt
Interest cost _
[Epasies] el o7 3B eSS
Amortization of unrecognized

Actuarial loss / (gain) 1.5 0.9 {0.1) (0

23



Table of Contents

Net Periodic Benefit Cost Pension Postretirement
Nine months ended Nine months ended
September 30, September 30,

$ in mllllons 2015 2014 2015 , 2014

Amzatlon of unreco mzed
‘n 0 ﬁﬁ\'ﬁ LA e - =
Actuarlal Iossl(gan) 4.4 2.6 ] 0.3) (0.74)7

Benefit payments and Medicare Part D reimbursements, which reflect future service, are estimated to be paid as
follows:

$ in mllllons Pension Postretlrement

2020 - 2024 137.0 6.1

Note 8 — Fair Value Measurements

The fair 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 instruments represents our best
estimates of the fair value, which may not be the value realized in the future.

The following table presents the fair value and cost of our non-derivative insiruments at September 30, 2015 and
December 31, 2014. Information about the fair value of our derivative instruments can be found in Note 9.

September 30, 2015 December 31, 2014

% in millions Cost Fair Value Cost Fair Value
Assets

Equ1ty secuntles 2.7 34 2.7 3.7

SBChilcEchTTico o

Hedge funds 0.7 0.7 0.8 08

~ Total Assets $ 4 9.0 3 87 3 9.7
Ciabilitics =

Debt S 20094 $ 20337 S 21597 $ 22048

These financial instruments are not subject to master netting agreements or collateral requirements and as such
are presented in the Condensed Consolidated Balance Sheet at their gross fair value, except for Debt, which is
presented at amortized carrying value.

Debt

Unrealized gains or losses are not recognized in the financial statements as debt is presented at cost, net of
unamortized premium or discount in the financial statements. The debt amounts include the current portion payable
in the next twelve months and have maturities that range from 2016 to 2061.
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Master Trust Assets

DP&L established Master Trusts 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 mutual funds, which are valued using the net asset value per unit. These investments
are recorded at fair value within Other deferred assets on the balance sheets and classified as available-for-sale.
Any unrealized gains or losses are recorded in AQOCI until the securities are sold.

DPL. had $0.5 million ($0.4 million after tax) of unrealized gains and $0.1 million ($0.1 million after tax) of unrealized
losses on the Master Trust assets in ACCI at September 30, 2015 and $0.8 miiiion ($0.5 million after tax) of
unrealized gains and immaterial unrealized losses on the Master Trust assets in AQCI at December 31, 2014,

During the nine months ended September 30, 2015, $1.0 million ($0.7 million after tax} of various investments were
sold to facilitate the distribution of benefits and the unrealized gains were reversed into earnings. An immaterial
amount of unrealized gains are expected to be reversed to eamings as investments are soid over the next twelve
months to facilitate the distribution of benefits.

Fair Value Hierarchy

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. The fair value hierarchy requires an entity to maximize the use of
observabie inputs and minimize the use of unobservable inputs when measuring fair 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);

»  Level 3 {unobservable inputs).

Valuations of assets and liabilities reflect the value of the instrument including the values associated with
counterparty risk. We inciude our own credit risk and our counterparty’s credit risk in our calcuiation of fair value
using global average default rates based on an annual study conducted by a large rating agency.

We did not have any transfers of the fair values of our financial instruments between Level 1 and Level 2 of the fair
value hierarchy during the three months and nine months ended September 30, 2015 and 2014.
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The fair value of assets and liabilities at September 30, 2015 and December 31, 2014 and the respective category
within the fair value hierarchy for DPL was determined as follows:

Assets and Liabilities at Fair Value

Level 1 Level 2 Level 3
Based on
Fair value at Quoted Prices Other
September in Active Observable  Unobservable
$ in millions 30, 2015 Markets Inputs Inputs

Assets

‘ otal Liabilities $ 2 058. 8 $ — % 2 0378 $ 21‘.0
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Assets and Liabilities at Fair Value

Level1 Level 2 Level 3
Based on
Fairvalueat  Quoted Prices Other
December 31, in Active Observable Unobservable
$ in millions 2014 Markets Inputs Inputs

Assets
Master Trust assets

Our financial instruments are valued using the market approach in the following categories:

« Level 1 inputs are used for derivative contracts such as heating oil futures and for money market accounts
that are considered cash equivalents. The fair vaiue is determined by reference to quoted market prices
and other relevant information generated by market transactions.

+ Level 2 inputs are used to value derivatives such as forward power contracts (which are traded on the OTC
market but which are valued using prices on the NYMEX for similar contracts on the OTC market). Other
Level 2 assets include open-ended mutua! funds that are in the Master Trust, which are valued using
observable prices based on the end of day NAV per unit.

« Leve! 3 inputs such as FTRs are considered a Level 3 input because the monthly auctions are considered
inactive. Gther Level 3 inputs include the credit valuation adjustment on some of the forward power
contracts and forward power confracts in less active markets., Our |evel 3 inputs are immaterial to our
derivative balances as a whole and as such no further disclosures are presented.

Approximately 97% of the inputs to the fair value of our derivative instruments are from quoted market prices.

Our debt is fair valued for disclosure purposes only and most of the fair values are determined using quoted market
prices in inactive markets. These fair value inputs are considered Levei 2 in the fair value hierarchy. As the Wright-
Patterson Air Force Base loan is not publicly traded, fair value is assumed to equal carrying value. These fair value
inputs are considered Level 3 in the fair value hierarchy as there are no observable inputs. Additional Level 3
disclosures are not presented since debt is not recorded at fair value.

Non-recurring Fair Value Measurements

We use the cost approach fo determine the fair value of our AROs, which is estimated by discounting expected
cash outflows to their present value at the initial recording of the liability. Cash outflows are based on the
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approximate future disposal cost as determined by market information, historical information or other management
estimates. These inputs to the fair value of the AROs would be considered Level 3 inputs under the fair value
hierarchy. ARQOs for ash ponds, asbestos, river structures and underground storage tanks increased by a net
amount of $38.7 miliion and $1.2 million during the nine months ended September 30, 2015 and 2014, respectively.
The majority of the increase in 2015 is due to an increase in the AROs for ash ponds ($40.6 miilion) as a result of
new rules promulgated by the USEPA that were published in the Federal Register in April 2015 and became
effective in October 2015.

When evaluating impairment of goodwill and long-lived assets, we measure fair value using the applicable fair value
measurement guidance. Impairment expense is measured by comparing the fair vaiue at the evaluation date to the
carrying amount. The following table summarizes Goodwill and Long-lived assets measured at fair value on a non-
recurring basis during the period and their level within the fair value hierarchy {there were no impairments during
the nine months ended September 30, 2015}):

$ in millions Nine months ended September 30, 2014
Carrying Fair Value Gross
Amount @ Level 1 Level 2 Level 3 Loss
Assets
Long-lived assets @

HDPE 2L (@_ acHBend

{a) See Note 9 for further information
{b} See Note 12 for further information
(c) Carrying amount at date of valuation

Note 9 — Derivative Instruments and Hedging Activities

In the normal course of business, DPL enters into various financial arrangements, including derivative financial
instruments. We use derivatives principally to manage the risk of changes in market prices for commodities. The
derivatives that we use to economically hedge these risks are governed by our risk management policies for
forward and futures contracts. Our net positions are continually assessed within our structured hedging programs
to determine whether new or offsetting transactions are required. The objective of the hedging program is to
mitigate financial risks while ensuring that we have adequate resources o meet our requirements. We monitor and
value derivative positians monthly as part of our risk management processes. We use published sources for
pricing, when possible, to mark positions to market. All of our derivative instruments are used for risk management
purposes and are designated as normal purchase/normal sale, cash flow hedges or marked to market each
reporting period.

At September 30, 2015, DPL had the following outstanding derivative instruments:

Net Purchases/
Accounting Purchases Sales (Sales)
Commodlty Treatment Unit (in thousands)  (in thousands) (|n thousands)

At December 31, 2014, DPL had the following outstanding derivative instruments:

. Net Purchases/
Accounting . Purchases Sales {Sales}
Commodlty Treatment {in thousands {in thousands) (in thousands)

e N TERER -

Heatmg oﬂfutures o Mark to Market Gallons 3780 T 37.

Wetrelege Mflies - 0 Ve G
Forward power contracts Cash Flow Hedge WMiwh 175.0 (2,991. 0) (2.816.0)
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Cash Flow Hedges

As part of our risk management processes, we identify the relationships between hedding instruments and hedged
items, as well as the risk management objective and strategy for undertaking various hedge transactions. The fair
value of cash flow hedges is determined by observable market prices available as of the balance sheet dates and
will continue to fluctuate with changes in market prices up to contract expiration, The effective portion of the
hedging transaction is recognized in AOCI and transferred to earnings using specific identification of each contract
when the forecasted hedged transaction takes place or when the forecasted hedged transaction is probable of not
occurring. The ineffective portion of the cash flow hedge is recognized in earnings in the current period. All risk
components were taken info account to determine the hedge effectiveness of the cash flow hedges.

We enter into forward power contracts to manage commodity price risk exposure related to our generation of
electricity. Ve do not hedge alf commodity price risk. We reclassify gains and losses on forward power contracts
from AOCI into earnings in those periods in which the contracts settle.

The following table provides information for DPL concerning gains or [osses recognized in AOC! for the cash flow
hedges for the three months ended September 30, 2015 and 2014:

Three months ended Three months ended
September 30, 2015 September 30, 2014
Interest Interest
$in mllllons (net of tax) Power Rate Hedge Power Rate Hedge

Net gms /(Iosses) associated with
current period heglng transactions 7.8 — 1.2 —

The following table provides information for DPL concerning gains or losses recognized in AOCI for the cash flow
hedges for the nine months ended September 30, 2015 and 2014:

Nine months ended Nine months ended
September 30, 2015 September 30, 2014
Interest Interest
$in mIHIODS (net of tax) Power Rate Hedge Power Rate Hedge

BEghy (EHIGE

Net gains (os)assoi wi
current period hedging transactions
gl £ (losaas) radeddilite i Cari

Portlon expected to be reciassified to
earnings in the next twelve

(@) The actual amounts that we reclassify from AOCI to earnings related to power can differ from the estimate above due to market price
changes.
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Mark to Market Accounting

Certain derivative contracts are entered info on a regular basis as part of our risk management program but do not
gualify for hedge accounting or the normal purchase and sales exceptions under FASC 815. Accordingly, such
contracts are recorded at fair value with changes in the fair value charged or credited to the Condensed
Consolidated Statements of Operations in the period in which the change occurred. This is commonly referred to
as "MTM accounting.” Contracts we enter into as part of our risk management program may be settled financially,
by physical delivery, or net settled with the counterparty. FTRs, heating oil futures, natural gas, and certain forward
power coniracts are currently marked to market.

Certain qualifying derivative instruments have been designated as normal purchases or normal sales contracts, as
provided under GAAP. Derivative contracts that have been designated as normal purchases or normal sales under
GAAP are not subject to MTM accounting and are recognized in the Condensed Consoclidated Statements of
QOperations on an accrual basis.

Regulatory Assets and Liabilities

In accordance with regulatory accounting under GAAP, a cost or loss that is probable of recovery in future rates
should be deferred as a regulatory asset and revenue or a gain that is probable of being returned to customers
should be deferred as a regulatory liability. Portions of the derivative contracts that are marked to market each
reporting period and are related to the retail portion of DP&L’s load requirements are included as part of the fuel
and purchased power recovery rider approved by the PUCO which began January 1, 2010. Therefore, a portion of
the heating oil futures are assigned to the retail jurisdiction and deferred as a regulatory asset or liability until the
contracts 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 present the amount and classification within the Condensed Consolidated Statements of
Operations or Condensed Consolidated Balance Sheets of the gains and losses on DPL's derivatives not
designated as hedging instruments for the three and nine months ended September 30, 2015 and 2014:

For the three months ended September 30, 2015
$ in millions Heating O|I FTRs Power Total
Giener el R /s HOXTRS koG LBA.

Reallzed loss

For the three months ended September 30, 2014
Heating Oil i

P /q\

PG Vo < L7/ R
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For the nine months ended September 30, 2015
$ |n mllllons Heatlng Oil FTRs Power _Natural Gas Total

Revnue T — = 8.9 — 89
. o7 g fE 3 "‘ T 0

For the nine months ended September 30, 2014
$ in millions Heating Oil FTRs _ Power _ Total

DPL has elected not to offset derivative assets and liabilities and not to offset net derivative positions against the
right to reclairm cash coliateral pledged (an asset) or the obligation to return cash collateral received (a liability)
under derivative agreements.

31



Table of Contents

The following tables summarize the derivative positions presented in the balance sheet where a right of offset exists
under these arrangements and related cash collateral received or pledged. The following table presents the fair
value and balance sheet classification of DPL’s derivative instruments at September 30, 2015:

Fair Values of Derivative Instruments

at September 30, 2015
Gross Amounts Not Offset
in the Condensed
Consolidated Balance
Sheets

Financial
Gross Fair Value Instruments
as presented in with Same
the Condensed Counterparty in

Hedging Consolidated Offsetting Cash Net Balance
$ in millions Designation Balance Sheets Position Collateral Fair Value

Assets
Short-term derwatlve po tlo s (present di in

Forward power contracts
SRORERE) PoUEY COIiEES

B ROV AT OWERCONTFACTS]

Eofalliabilifies
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The following table presents the fair value and balance sheet classification of DPL’s derivative instruments at
December 31, 2014:

Fair Values of Derivative Instruments
at December 31, 2014

Gross Amounts Not Offset in
the Condensed Consolidated
Balance Sheets

Financial
Gross Fair Value as  Instruments with
presented in the Same
Condensed Counterparty in
Hedging Consolidated Offsetting Cash Net Balance
% in millions Designation Balance Sheets Position Collateral Fair Value

Assets
Short-term derivative positions {presented in Other current assets)

o Copts ) -
Total ||ab1I|t|es 3 12.2 $ {6.6) $ 49) $ 0.7

The aggregate fair value of DPL’s commodity derivative instruments that were in a MTM loss position at
September 30, 2015 was $25.1 million. $5.6 million of collateral was posted directly with third parties and in a
broker margin account which offsets our loss positions on the forward contracts. This liability position is further
offset by the asset position of counterparties with master netting agreements of $18.6 million. Since our debt is
below investment grade, we could have to post collateral for the remaining $0.9 million.

Note 10 — Contractual Obligations, Commercial Commitments and Contingencies

Guarantees

in the normal course of business, DPL enters into various agreements with its wholly owned subsidiaries, DPLE
and DPLER, providing financial or performance assurance to third parties. These agreements are entered into
primarily to support or enhance the creditworthiness otherwise attributed 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, 2015, DPL had $19.3 million of guarantees to third parties for future financial or performance

assurance under such agreements: $2.0 million of guarantees on behalf of DPLER and $17.3 million of guarantees
on behalf of DPLE. The guarantee arrangements entered into by DPL with these third parties cover select present
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and future obligations of DPLE and DPLER to such beneficiaries and are terminable by DPL upon written notice to
the beneficiaries within a certain time. The carrying amount of obligations for commercial transactions covered by
these guarantees and recorded in our Condensed Consolidated Balance Sheets was $1.1 million at September 30,
2015.

To date, DPL has not incurred any losses related to the guarantees of DPLER's or DPLE’s obligations and we
believe it is remote that DPL would be required to perform or incur any losses in the future associated with any of
the above guarantees.

DP&L - Equity Ownership interest

DP&L owns a 4.9% equity ownership interest in OVEC, an elactric generation company, which is recorded using
the cost method of accounting under GAAP. As of September 30, 2015, DP&L could be responsible for the
repayment of 4.9%, or $73.9 million, of a $1,507.9 million debt obligation that has maturities from 2018 to 2040.
This would only happen if OVEC defaulted on its debt payments. As of September 30, 2015, 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 contractual obligations table in our Form 10-K for the fiscal year ended
December 31, 2014.

Contingencies

In the normal course of business, we are subject to various lawstits, actions, proceedings, claims and other matters
asserted under various laws and regulations. We believe the amounts provided in our Condensed Consolidated
Financial Statements, as prescribed by GAAP, are adequate in light of the probable and estimable contingencies.
However, there can be no assurances that the actual amounts required to satisfy alleged liabilities from various
legal proceedings, claims, tax examinations and other matters discussed below, and to comply with applicable laws
and regulations, will not exceed the amounts reflected in our Condensed Consolidated Financial Statements. As
such, costs, if any, that may be incurred in excess of those amounts provided as of September 30, 2015, cannct be
reasonably determined.

Environmental Matters
DPL’s and DP&L’s facilities and operations are subject to a wide range of federal, state and local environmental
regulations and laws. The environmental issues that may affect us include:

« The federal CAA and state laws and regulations (including State Implementation Plans} which require
compliance, obtaining permits and reporting as to air emissions,

« Litigation with federal and certain state governments and certain special interest groups regarding whether
modifications to or maintenance of certain coal-fired generating stations require additional permitting or
pollution control technology, or whether emissions from coal-fired generating stations cause or contribute to
climate change,

* Rules and future rules issued by the USEPA and the Ohio EPA that require substantial reductions in SO2,
particulates, mercury, acid gases, NOx, and other air emissions. DP&L has installed emission control
technology and is taking other measures to comply with required and anticipated reductions,

* Rules and future rules issued by the USEPA, the Ohio EPA or other authorities that require reporting and
reductions of GHGs,

« Rules and future rules issued by the USEPA associated with the federal Clean Water Act, which prohibits
the discharge of pollutants into waters of the United States except pursuant to appropriate permits, and

+ Solid and hazardous waste laws and regulations, which govern the management and disposal of certain
waste. The majority of solid waste created from the combustion of coal and fossil fuels is fly ash and other
coal combustion by-products.

In addition to imposing continuing compliance obligations, these laws and regulations authorize the imposition of
substantial penalties for noncompliance, including fines, injunctive relief and other sanctions. In the normal course
of business, we have investigatory and remedial activities underway at our facilities to comply, or to determine
compliance, with such regulations. We record liabilities for loss contingencies related to environmental matters
when a loss is probable of occurring and can be reasonably estimated in accordance with the provisions of GAAP.
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At September 30, 2015, and December 31, 2014, we had accruals of approximately $0.7 million and $0.8 million,
respectively, for environmental matters and other claims. We also have a number of environmental matters for
which we have not accrued loss contingencies because the risk of loss is not probable or a loss cannot he
reasonably estimated, which are disclosed in the paragraphs below. We evaluate the potential liability related to
environmental matters quarterly and may revise our accruals. Such revisions in the estimates of the potential
liabilities could have a material adverse effect on our results of operations, financial condition or cash flows.

We have several pending environmental matters associated with our EGUs and stations. Some of these matters
could have material adverse effects on the operation of such EGUs and stations or our financial condition.

National Ambient Air Quality Standards

Effective August 23, 2010, the USEPA implemented its revisions to its primary NAAQS for SO, replacing the
previous 24-hour standard and annual standard with a one-hour standard. Non-attainment areas will be required to
meet the 2010 standard by October 2018. On August 21, 2015, the USEPA finalized a data requirements rule for
air agencies to ascertain attainment characterization more extensively across the country by additional modeling
and/or monitoring requirements of areas with sources that exceed specified thresholds of SO, emissions, which
hecame effective on September 21, 2015. The rule directs state agencies to provide data to characterize air quality
in areas with sources of SO, above 2,000 tons per year to identify maximum 1-hour conhcentrations of SO in
ambient air. The rule could require installaticn of monitors at one or more of DP&L’s coal-fired power plants and
resuit in additional non-attainment designations that could impact our operations. DP&L is unable tc determine the
effect of the rule on its operations.

On October 1, 2015, the USEPA released a final rule lowering the NAAQS for ozone to 70 parts per billion from 75
parts per billion. We are currently reviewing the rule and assessing the impact on our operations. We cannot at
this time determine the impact of this rule, but it could be material,

Climate Change L egistation and Regulation
On Ocftober 23, 2015, the USEPA's final CQO; emission rules for existing power plants (called the Clean Power Plan)

were published in the Federal Register with an effective date of December 22, 2015. Additionally, the final NSPS for
CQ: emissions from new, modified and reconstructed fossil-fuel-fired power plants were published in the Federal
Register on October 23, 2015 and are effective immediately. The Clean Power Plan provides for interim emissions
performance rates that must be achieved beginning in 2022 and final emissions performance rates that must be
achieved by 2030. Priar to the rule's publication in the Federal Register, fifteen states, including Ohio, filed a
petition in the U.S. Court of Appeals for the D.C. Circuit seeking a stay of the Clean Power Plan, which was denied
by the Court in September 2015. On Qctober 23, 2015, several states and industry groups filed petitions in the
D.C. Circuit Court of Appeals chalienging the Clean Power Plan as published in the Federal Register, including a
twenty-four state consartium that includes Ohio. The D.C. Circuit Court has issued orders consolidating the current
pending challenges to the CPP under the lead case, West Virginia v. EPA. On QOctober 23, 2015, North Dakota filed
a petition for review of the GHG NSPS in the D.C. Circuit Court, and a coalition of environmental groups have
moved to intervene on behalf of EPA in both the CPP and NSPS litigation. These state petitioners, as well as
industry groups separately challenging the rule, have filed motions with the D.C. Circuit Court requesting a stay of
the rule. The D.C. Circuit Court has issued orders consolidating the current pending chailenges to the Clean Power
Plan under the lead case, West Virginia v. USEPA. On Ociober 23, 2015, North Dakota filed a petition for review of
the CO2 NSPS in the D.C. Circuit Court, and a coalition of environmental groups have moved to intervene on behalf
of USEPA in both the Clean Power Plan and NSPS litigation. Additional legal challenges are expected. We are
currently reviewing the rule and assessing the impact on our operations. Qur business, financial conditicn or resuits
of operations could be materially and adversely affected by this rule.

Clean Water Act — Requlation of Water Discharge
In December 2006, DP&L submitted a renewal application for the Stuart generating station NPDES permit that was

due to expire on June 3¢, 2007. The Ohio EPA issued a draft permit that was received in November 2008. In
September 2010, the USEPA formally objected to the November 2008, draft permit due to questions regarding the
basis for the alternate thermal limitation. The Ohio EPA issued a draft permit in December 2011 and a public
hearing was held in February 2012. The draft permit required 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 comtments to the draft permit. In November 2012, the Ohio EPA issued another draft which
included a compliance schedule for performing a study to justify an alternate thermal limitation and to which DP&L
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submitted comments. In December 2012, the USEPA formally withdrew their objection to the permit. On January
7, 2013, the Ohio EPA issued a final permit.

On February 1, 2013, DP&L appealed various aspects of the final permit to the Environmental Review Appeals
Commission. A hearing before the Commission has been rescheduled for March 2016. Depending on the outcome
of the appeal process, the effects on DP&L’s business, financial condition or results of operations could be material.

On September 30, 2015, the USEPA released its final rule regulating various wastewater streams from steam
electric power plants. The regulations were published in the Federal Register on November 3, 2015. We are
reviewing the the rule to assess the potential impact on our operations and our current or future NPDES permits.

Reguiation 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 landfill site. In August 2005, DP&L and other
parties received a general notice regarding the performance of a Remedial Investigation and Feasibility Study (RI/
F8) under a Superfund Aiternative Approach. In October 2005, DP&L received a special notice ietter 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 status. On August 16, 2006, an Administrative Settlement Agreement and Order on Consent
(*ASAOC") for the site was executed and became effective among a group of PRPs, not including DP&L, and the
USEPA. On August 25, 2009, the USEPA issued an Administrative Order requiring that access to DP&L’s service
center building site, which is across the street from the landfill site, be given to the USEPA and the existing PRP
group to help determine the extent of the 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 drilling of soil borings and installation of monitoring wells occurred in late 2009 and early 2010.

On May 24, 2010, three members of the existing PRP group, Hobart Corporation, Kelsey-Hayes Company and
NCR Corporation, filed a civil complaint in the United States District Court for the Southern District of Ohio (the
“District Court”) against DP&L and numerous other defendants alfleging that DP&L and the other defendants
contributed to the contamination at the landfill site and seeking reimbursement of the PRP group'’s costs associated
with the investigation and remediation of the site. On February 10, 2011, the District Court Judge dismissed claims
against DP&L that related to allegations that chemicals used by DP&L at its service center contributed to the landfill
site’s contamination. The District Court Judge, however, did not dismiss claims alleging financial responsibility for
remediation costs based on hazardous substances from DP&L that were allegedly delivered by truck directly to the
landfill. Discovery, including depositions of past and present DP&L employees, was conducted in 2012. On
February 8, 2013, the District Court Judge granted DP&L’s motion for summary judgment on statute of limitations
grounds with respect to claims seeking a contribution toward the costs that are expected to be incurred by the PRP
group in performing an RI/FS under the August 15, 2006 ASAOC. That summary judgment ruling was appealed on
March 4, 2013, and on July 14, 2014, a three-judge panel of the U.S. Court of Appeals for the 6th Circuit affirmed
the lower Court's ruling and subsequently denied a request by the PRP group for rehearing. On November 14,
2014, the PRP group appealed the decision to the U.S. Supreme Court, but the writ of certiorari was denied by the
Court on January 20, 2015. On April 5, 2013, the PRP group entered into a second ASAQC (the "2013 ASAOC")
relating primarily to vapor intrusion from under some of the buildings at the landfill site. On April 13, 2013, as
amended July 30, 2013, the PRP group filed another civil complaint against DP&L and numerous other defendants
alleging that each defendant contributed to the contamination of the site by delivering hazardous waste to the site or
by releasing hazardous waste on other sites that migrated to the landfill site. On February 18, 2014, after
considering various motions and alternative grounds to dismiss, the District Court Judge dismissed some of the
alleged grounds for relief that the PRP group had made, but ruled in the PRP group’s favor with respect to motions
to dismiss the case in its entirety finding, ameng other things, that the 2013 ASAQC involved a different scope of
work and thus the contributions sought were not seeking the same remedy that had been dismissed in the first civil
suit. Appeals of this ruling are pending before the 6th Circuit Court of Appeals. On January 14, 2015, the PRP
group served DP&L and other defendants a request for production of documents related to any waste management
or waste disposal surveys. Information responsive to this request was provided on February 17, 2015. In addition,
on January 16, 2015, the USEPA issued a Special Notice Letter and Section 104(e) Information Request to DP&L
and other defendants, requesting historical information related to waste management practices that may be relevant
to the site. DP&L responded to this request on March 27, 2015. In June 2015, DP&L was again requested to grant
access to the DP&L service building property for the purpose of collecting groundwater samples from selected
monitoring wells. DP&L. granted access and groundwater sampling took place in June 2015. As a result of an
August 11, 2015 meeting among the parties, the parties have agreed to stay the case in order to expiore the
possibility of a negotiated resolution of some or all of the issues. DP&L is unable to predict the outcome of these
actions by the plaintiffs and USEPA. Additionally, the District Court's 2013 ruling and the Court of Appeals’
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affirmation of that ruling in 2014 does not address future litigation that may arise with respect to actual remediation
costs. While DP&L is unahie to predict the cutcome of these and any future maiters, if DP&L were required to
contribute to the clean-up of the site, it could have a material adverse effect on its business, financial condition or
results of operations.

Regulation of Ash Ponds

There has been increasing advocacy to regulate coal combustion residuals (CCR). On June 21, 2010, the USEPA
published a proposed rule 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 released its final rule in December 2014, designating coal combustion
residuals that are not beneficially reused as non-hazardous solid waste under RCRA Subtitle D. The rule was
published in the Federal Register in April 2015 and became effective October 19, 2015, and applies new detailed
management practices to new and existing landfills and surface impoundments, including lateral expansions of
such units. Based on our review of the rule, we have adjusted our AROs related to ash ponds (see Note 8), but we
are currently unable to determine the full impact of the rule as it is contingent upon future activities required by the
regulation.

Note 11 — Business Segments

DPL operates through two segments; Utility and Competitive Retail. The Utility segment consists of the operations
of DPL’s subsidiary, DP&L. The Competitive Retail segment consists of DPL’s wholly owned subsidiary DPLER,
which included, prior to iis sale, DPLER’s wholly owned subsidiary, MC Squared. MC Squared was sold effective
April 1, 2015. This is how we view our business and make decisions on how to allocate resources and evaluate
performance.

The Utility segment is comprised of DP&L’s electric generation, fransmission and distribution businesses which
generate and deliver electricity to residential, commercial, industrial and governmental customers. DP&L generates
electricity at five coal-fired power plants and DP&L. distributes power to more than 515,000 retail customers who are
located in a 6,000 square mile area of West Central Ohio. DP&L also sells electricity to DPLER and to other Ohio
utilities and any excess energy and capacity is sold into the PJM wholesale market. DP&L’s transmission 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 Retail segment is comprised of the DPLER and, prior to its sale, MC Squared competitive retail
electric service businesses which sell retail electric energy under contract to residential, commercial, industrial and
governmental customers who have selected DPLER or MC Squared as their alternative electric supplier. As of
September 30, 2015, the Competitive Retail segment sold electricity to approximately 128,000 customers located
throughout Ohio. On April 1, 2015, DPLER closed on the sale of MC Squared. The Competitive Retail segment’s
electric energy used to meet its sales obligations was purchased from DP&L. The majority of intercompany sales
from DP&L to DPLER are basad on fixed-price contracts for each DPLER customer; the price approximates market
prices for wholesale power at the inception of each customer’s contract. The Competitive Retail segment has no
transmission or generation assets. The operations of the Competitive Retail segment are not subject to cost-of-
service rate regulation by federal or state regulators.

Included in the “Other” column in the following tables are other businesses that do not meet the GAAP requirements
for disclosure as reportable segments as well as certain corporate costs including interest expense on DPL’s debt.

Management evaluates segment parformance based on gross margin. The accounting policies of the reportable

segments are the same as those described in Note 1 — Overview and Summary of Significant Accounting Policies.
Intersegment sales and profits are eliminated in conselidation.
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The following tables present financial information for each of DPL’s reportable business segments:

Competitive Adjustments and DPL
$ in millions Utility Retail Other Eliminations Consolidated

For the three months ended September 30 201 5

Gicapel gne diiss

Competitive Adjustments and DPL
$ in millions Utility Retail Other Eliminations Consolidated

For the three months ended Septembe 30 2014

[REvEies from Snoiel arsenns . 8
Intersegment revenues

VLS §

R R

ti come I(Ioss)

Cash capital expenditures S 256 $ 05 8% 03 % = — % 264
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Competitive Adjustments and DPL
$ in miflions Utility Retail Other Eliminations Consolidated

For the nmemonths ended September 30, 2015

Incometax expense (benefit) . (2 6) (8 9) - =

Total assets $ 33,2399 % 445 $1,4728 $ (1,267.8) $ 3 489 4
Competitive Adjustiments and DPL
$ in millions Utility Retail Other Eliminations Consolidated

For th nm months nded September 30 2014

ne
Goodwill |mpa|rment — — 135.8 — 135.8
I CdESscl palnen 7.5
Interest expense 25,5 0.3 705 (0.5) 95.8
Talaniia S ipainee (ena 3 3 297
Net income / (loss) 76.5 4.2 (197.5) — {116.8)

Cash capital expenditures $

at{DECeMbero N0 4 G Sl R R I TR P s ,
Total assets $ 33387 $ 94.9 $ 14401 $ (1,295.9) $ 3,577.8

39



Tabie of Contents

Note 12 — Goodwill Impairment

During the first quarter of 2014, we performed an interim impairment test on the $135.8 million in goodwill at our
DPLER reporting unit. The DPLER reporting unit was identified as being "at risk" during the fourth quarter of 2013,
The impairment indicators arose based on market information available regarding actual and proposed sales of
competitive retail marketers, which indicated a significant decline in valuations during the first quarter of 2014. In
Step 1 of the interim impairment test, the fair value of the reporting unit was determined to be less than its carrying
amount under both the market approach and the income approach using a discounted cash flow valuation model.
The significant assumptions included commaodity price curves, estimated electricity to be demanded by its
customers, changes in its customer base through atirition and expansion, discount rates, the assumed tax structure
and the level of working capital required to run the business. During the second quarter of 2014, we finalized the
work to determine the implied fair value for the DPLER reporting unit. There were no further adjustments to the fuil
impairment of $135.8 million recognized in the first quarter.

Note 13 — Fixed-asset Impairment

During the first quarter of 2014, DP&L tested the recoverability of long-lived assets at East Bend, a 186 MW coal-
fired plant in Kentucky jointly-owned by DP&L. Indications during that quarter that the fair value of the asset group
was less than its carrying amount were determined to be impairment indicators given how narrowly these iong-lived
assets had passed the recoverability test during the fourth quarter of 2013. DP&L performed a long-lived asset
impairment test and determined that the carrying amount of the asset group was not recoverable. The East Bend
asset group was determined fo have a fair value of $2.7 milhon using the market approach. As a result, we
recoghized an asset impairment expense of $11.5 million. In May 2014, an agreement was signed for the sale of
DP&L’s interest in the generating assets at East Bend. The sale price approximated the carrying value. This
transaction closed on December 30, 2014,
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THE DAYTON POWER AND LIGHT COMPANY
CONDENSED STATEMENTS OF OPERATIONS

Three months ended Nine months ended
September 30, September 30,

$ in millions 2015 2014 2015 2014

D|V|dendson preferred stock 03 0.3 0.7 0.7

Income attributable tocommon toc $ 15.2 % 528 § 75.2 § 75.8

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

Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

Net mcome $ 1565 §$ 532 % 759 % 76.5

Reclassification to earnings, net of income
tax expense of $0.0, $(0.1), $0.0 and $(0.2)
for each respective period — 0.2 — 0.4

Reclassification to earnings, net of incorme
tax (expense) / benefit of $1.2, $(1.9), $1.9
and $(6 7) for each respectlve penod (2.0) 3.2 {3.3) 15.3

Total change in unfunded pensron
obllgatlon 0.8 0.7 26 2.1

See Notes to Condensed Financial Statements.
These interim statements are unaudited.
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THE DAYTON POWER AND LIGHT COMPANY
CONDENSED BALANCE SHEETS
September 30, December 31,
$ in millions 2015 2014

ASSETS
Current assets.

See Notes to Condensed Financial Statements.
These interim statements are unaudited.
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THE DAYTON POWER AND LIGHT COMPANY
CONDENSED BALANCE SHEETS
September 30, December 31,
$ in millions 2015 2014

LIABILITIES AND SHAREHOLDER'S EQUITY
Current llabllltles ”

1on i;j‘;*é*‘rij" olaenslequitys

* Releined camings. . 0 F : : e R e
Total common shareholders eqwty 1,1 77.3 1,143.4
fiotailanliliestanaisnareholdenctequit - ' :

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,
$ in millions 2015 2014
Cash ﬂows from operating activities:

TR

': _Gjlr‘

Reividenasin me@nma@mam

Non-cash ﬁnancmg and mvestlng aclivities:
Peanelsiore el Suaicines
See Notes to Condensed Financial Statements.
These interim statements are unaudited.
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The Dayton Power and Light Company
Notes to Condensed Financial Statements (Unaudited)

Note 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. Beginning in 2001, Ohio law gave Ohio
consumers the right to choose the electric generation supplier from whom they purchase retail generation service,
however distribution and transmission retail services are still regulated. DP&L has the exclusive right to provide
such distribution and transmission services to its more than 515,000 customers located in West Centrai Ohio.
Additicnally, DP&L offers retail SSO electric service to residential, commercial, industrial and governmental
customers in a 6,000 square mile area of West Central Ohioc. DP&L cwns multiple coal-fired and peaking electric
generating facilities as well as numerous transmission facilities, all of which are included in the financial statements
at amortized cost. During 2015, DP&L is required to source 60% of the generation for its SSQO customers through a
competitive bid process and beginning January 2016, generation for its S80 customers will be 100% competitively
bid. Principal industries located in DP&L’s setvice territory include automotive, food processing, paper, plastic,
manufacturing and defense. DP&L's sales reflect the general economic conditions, seasonal weather patterns,
retail competition in our service territory and the market price of electricity. DP&L sells any excess energy and
capacity into the wholesale market. On June 4, 2014, the PUCQ issued an entry on rehearing which requires
DP&L to separate its generation assets from its transmission and distribution assets no later than January 1, 2017.
DP&L also sells electricity to DPLER, an affiliate, to satisfy the electric requirements of DPLER’s retail customers.
DP&L is a subsidiary of DPL.

DP&L’s electric transmission and distribution businesses are subject to rate regulation by federal and state
regulators while its generation business is deemed competitive under Chio law. Accordingly, DP&L applies the
accounting standards for regulated operations to its electric transmission and distribution businesses and records
regulatory assets when incurred costs are expected to be recovered in future customer rates, and regulatory
fiabilities when current cost recoveries in customer rates relate to expected future costs,

DP&L employed 1,194 people as of September 30, 2015. Approximately 61% of all employees are under a
collective bargaining agreement which expires on Qciober 31, 2017.

Financial Statement Presentation

DP&L does not have any subsidiaries. DP&L has undivided ownership interests in five coal-fired generating
facilities, peaking electric generating facilities and numerous transmission facilities, all of which are included in the
financial statements at amortized cost. Operating revenues and expenses of these facilities are included on a pro
rata basis in the corresponding lines in the Condensed Statements of Operations. See Note 4 for more information.

Certain immaterial amounts from prior periods have been reclassified to conform to the current period presentation.

These financial statements have been prepared in accordance with GAAP for interim financial statements, the
instructions 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, 2014.

In the opinion of our management, the Condensed Financial Statements presented in this report contain all
adjustments necessary to fairly state our financial position as of September 30, 2015; our results of operations for
the three and nine months ended September 30, 2015 and 2014 and our cash flows for the nine months ended
September 30, 2015 and 2014. Unless otherwise noted, all adjustments are nermal and recurring in nature. Due to
various factors, including, but not limited to, seasonal weather variations, the timing of outages of EGUSs, changes in
economic conditions involving commadity prices and competition, and other factors, interim results for the nine
months ended September 30, 2015 may not be indicative of our results that will be realized for the full year ending
December 31, 2015.

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 liabilities, and the
revenues and expenses of the 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
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revenues; the valuation of derivative instruments; the valuation of insurance and claims liabilities; the valuation of
allowances for receivables and deferred income taxes; regulatory assets and liabilities; liabilities recorded for
income tax exposures; litigation; contingencies; the valuation of AROs; assets and iiabilities related to employee
benefits; goodwill; and intangibles.

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. These taxes are
accounted for on a net basis and not included in revenue. The amounts of such taxes collected for the three
months ended September 30, 2015 and 2014 were $13.0 million and $12.5 million, respectively. The amounts of
such taxes collected for the nine months ended September 30, 2015 and 2014 were $38.5 million and $38.5 million,
respectively.

Related Party Transactions

In December 2013, an agreement was signed, effective January 1, 2014, whereby the Service Company is to
provide services including operations, accounting, legal, human resources, information technology and other
corporate services on behalf of companies that are part of the U.S. SBU, including, among other companies, DP&L.
The Service Company allocates the costs for these services based on cost drivers designed to result in fair and
equitable allocations. This includes ensuring that the regulated utilities served, including DP&L, are not subsidizing
costs incurred for the benefit of other businesses. DP&L charges the Service Company for employee payroll and
benefit costs that are incurred on behalf of the Service Company.

In the normal course of business, DP&L enters into transactions with other subsidiaries of DPL and AES. The
following table provides a summary of these transactions:

Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

DP&L RevenueS'

P&L Operatlons andMamtenance '
Expenses:

Epens? recoverles for services prowded to
DPLER f

(a) DPA.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.

(b)Y MVIC, a wholly owned ¢aptive 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. DP&L received insurance proceeds from MVIC of $0.5 million and $0.0 million for the three months
ended September 30, 2015 and 2014, respectively, and $4.3 million and $0.4 million for the nine months ended September 30, 2015
and 2014, respectively.

(c) 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 cther administrative expenses. DP&L
subsequentiy charges these expenses to DPLER at DP&L’s cost and credits the expense in which they were Initially recorded.

(d) DP&L requires credit assurance from the CRES providers serving customers in its service territory because DP&L is the default energy
provider should the CRES provider fail to fulfili its obligations to provide electricity. Due to DPL’s credit downgrade, DP&L required
cash collateraf from DPLER,
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Recently Issued Accounting Standards

ASU No. 2015-03, Interest — Imputation of Interest {Subtopic 835-30)

In April 2015, the FASB issued ASU No. 2015-03, which simplifies the presentation of debt issuance costs by
requiring that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct
deduction from the carrying amount of that debt liability, consistent with debt discounts. The recognition and
measurement guidance for debt issuance costs are not affected by the amendments in this update. The standard is
effective for annual reporting periods beginning after December 15, 2015 and interim periods therein, and requires
the use of the full retrospective approach. Early adoption is permitted for financial statements that have not been
previously issued. As of September 30, 2015, DP&L had approximately $4.6 million in deferred financing costs
classified in other non-current assets that would be reclassified to reduce the related debt liabilities upon adoption
of ASU No. 2015-03.

ASU No. 2014-99, Revenue from Contracts with Customers (Topic 606)

In May 2014, the FASB issued ASU No. 2014-09, which clarifies principles for recognizing revenue and will result in
a common revenue standard for U.S. GAAP and International Financial Reporting Standards. The objective of the
new standard is to provide a single and comprehensive revenue recognition model for all contracts with customers
to improve comparability. The revenue standard contains principles that an entity will apply to determine the
measurement of revenue and timing of when it is recognized. The standard requires an entity to recognize revenue
to depict the transfer of goods or services to customers at an amount that the entity expects to be entitled to in
exchange for those goods or services. In August 2015, the FASB issued ASU No. 2015-14, Revenue from Contract
with Customer (Topic 606). Deferral of the Effective Date, which deferred the effective date of ASU 2014-09 by one
year, resulting in the new revenue standard being effective for annual reporting periods beginning after December
15, 2017 and interim periods therein. Early adoption is now permitted only as of the original effective date for public
entities (that is, no earlier than 2017 for calendar year-end entities). The standard permits the use of either a full
retrospective or modified retrospective approach. We have not yet selected a transition method and we are
currently evaluating the impact of adopting the standard on our financial statements.

ASU No. 2015-11, Inventory: Simplifying the Measurement of Inventory (Topic 330)

In July 2015, the FASB issued ASU No. 2015-11, which simplifies the subsequent measurement of inventory. [t
replaces the current lower of cost or market test with a lower of cost or net realizable value test. The standard is
effective for public entities for annual reporting periods beginning after December 15, 2016, and interim periods
therein. Early adoption is permitted. The new guidance must be applied prospectively. We are currently evaluating
the impact of adopting the standard on our financial statements.

ASU No. 2015-02, Consolidation — Amendments to the Consolidation Analysis (Topic 810)

In February 2015, the FASB issued ASU 2015-02, which makes targeted amendments to the current consolidation
guidance and ends the deferral granted to investment companies from applying the VIE guidance. The standard
amends the evaluation of whether (1) fees paid to a decision-maker or service providers represent a variable
interest, (2) a limited partnership or similar entity has the characteristics of a VIE and (3} a reporting entity is the
primary beneficiary of a VIE. The standard is effective for annual periods beginning after December 15, 2015 and
interim periods therein. Early adoption is permitted. We are currently evaluating the impact of adopting the standard
on our financial statements.

ASU No. 2015-13, Derivatives and Hedging (Topic 815): Application of the Normal Purchases and Normal
Sales Scope Exception to Certain Electricity Contracts within Nodal Energy Market

In August 2015, the FASB issued ASU No. 2015-13, which resolves the diversity in practice resulting from
determining whether certain contracts qualify for the normal purchases and normal sales scope exception under
ASC Topic 815, Derivatives and Hedging. This standard clarifies that entities would not be preciuded from applying
the normal purchases and normal sales exception to certain forward confracts that necessitate the transmission of
electricity through, or delivery to a location within, a ncdal energy market. The standard is effective upon issuance
and should be applied prospectively. As we had designated qualifying contracts as normal purchase or normal
sales, there was no impact on our financial statements upon adoption of this standard.

ASU No. 2015-05, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer’s
Accounting for Fees Paid in a Cloud Computing Arrangement

in April 20135, the FASB issued ASU No. 2015-05, which clarifies how customers in cloud computing arrangements
shouid determine whether the arrangement includes a software license and eliminates the existing requirement for
customers to account for software licenses they acquired by analogizing to the accounting guidance on leases. The

49



Table of Contents

standard is effective for annual reporting periods beginning after December 15, 2015 and interim periods therein.
Early adoption is permitted. The standard permits the use of a prospective or retrospective approach. We have not
yet selected a transition method and we are currently evaluating the impact of adopting the standard on our
financial statements.

Note 2 — Supplemental Financial Information

Accounts receivable and Inventories are as follows at September 30, 2015 and December 31, 2014:

September 30, December 31,
$ in millions 2015 2014

Accounts receivabl

~Previdien oy wredl|EETEE s 10:9)
Total accounts receivable, net $ $ 152.7

Inventories, at average cost:
U anol bnestonely SEGEY
Plant materlals and supplies 336 323
N g 3 :

Total mventorles at average cost $ 95.9 % 99.0'

Accumulated Other Comprehensive Income / (Loss)
The amounts reclassified out of Accumulated Other Comprehensive Income / (Loss) by component during the three
and nine months ended September 30, 2015 and 2014 are as follows:

Details about
Accumulated Other

Comprehensive Affected line item in the

Income / {Loss) Condensed Statements of

components Operations Three months ended Nine months ended
September 30, September 30,

$ in millions 2015 2014 2015 2014

Gains and losses on Available-for—sale securities activity (Note 8):

Reclassn‘" catlon to Other
income / (deductlons) 14 1.0 4.2 3.1

el anEih

Net of income taxes

a ecliﬁti ot id, fo] |o
taxes $ (1.2) $ 41 $ (0.7) $ 17.8
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The changes in the components of Accumulated Other Comprehensive Income / {Loss) during the nine months
ended September 30, 2015 are as follows:

Gains / (losses) Change in
on available-  Gains / (losses) unfunded
for-sale on cash flow pension

securities hedges obligation

..... ficaHOnS

mot rclsiﬂed from accumulated other
comprehensive income / (loss) —_ {3.3) 2.6 (0.7)

Nt erman pares!

SrefonEr S, AV
Note 3 — Regulatory assets and liahilities

DP&L has certain rate riders that provide for recovering, on a timely basis, costs incurred for specific programs for
which costs may fluctuate, These riders generally allow DP&L to estimate future costs and customer kWh
consumption and set rider rates designed to recover those estimated costs as they are incurred. Differences
between revenues collected and the actual program costs are tracked and reconciled by increasing or reducing
future rates accordingly. DP&L’s current reguiatory assets and current regulatory liabiiities refiect the reconciliation
of such differences, with the exception of deferred storm costs. The deferred storm regulatory asset reflects costs
incurred to repair major storm damage in previous years, for which DP&L was granted cost recovery during 2015.
The changes in DP&L’s current regulatory asset and liability balances from December 31, 2014 to September 30,
2015 primarily represent the recovery of $16.7 million of deferred storm costs, and the reconciliation of other rider
costs.

Note 4 — Ownership of Coal-fired Facilities

DP&L has undivided ownership interests in five coal-fired electric generating facilities, various peaking facilities and
numerous transmission facilities with certain other Ohio utilities. Certain expenses, primarily fuel costs for the
generating units, are allocated to the owners based on their energy usage. The remaining expenses, investiments
in fuel inventory, plant materials and operating supplies, and capital additions are allocated to the owners in
accordance with their respective ownership interests. At September 30, 2015, DP&L had $25.0 million of
construction work in process at such jointly owned facilities. DP&L’s share of the operating cost of such facilities is
included within the corresponding line in the Condensed Consolidated Statements of Operations and DP&L’s share
of the investment in the facilities is included within Total net properiy, plant and eguipment in the Condensed
Consolidated Balance Sheets. Each joint owner provides their own financing for their share of the operations and
capital expenditures of the jointly owned units and stations.
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DP&L’s undivided ownership interest in such facilities at September 30, 2015, is as follows:

DP&L Share DP&L Carrying value
SCR and
FGD
Equipment
Summer Construction Installed
Production Gross Plant  Accumulated Work in and in
Jointly owned production  Ownership  Capacity in Service  Depreciation Process Service

units and stations: (%) (MW) ($ in millions)  ($ in millions)  ($ in millions) (YeslNo)

RilEmm Fen zm}:@‘? gend

Transmission (at varying
percentages) N . » .

Note 5§ — Debt

Long-term debt

September 30, December 31,
$ in millions 7 _ 2015 2014

[ SFGEGE e B CIs T S Einoss 20 = 14
Pollution control senes due in January 2028 - 4
BS I]Uim COLTGK saits Salnd mﬁ:-usmm

F'ollutlon control serles due in Novemr 2040 rates from: 0.02% - 0.12%
~and 0.04% - 0.15% (a) — 100.0

Current portion of long-term debt

$ in millions 2015 2014

Fisimencess bones e Aol A — e 5 R A4S0 A
U.S. Government note due m February 2061 4 2% 0.1 0

Baatert Zermdepdiscorn 2 Z
Total current portion of long-term debt $ 4449 § 0.1

{a) Range of interest rates for the nine months ended September 30, 2015 and the twelve months ended December 31, 2014,
respectively.

DP&L has an unsecured revolving credit agreement with a syndicated bank group. Prior to refinancing the facility
on July 31, 2015, as discussed below, this facility had a $300.0 million borrowing limit, a five-year term expiring on
May 10, 2018, a $100.0 million letter of credit sublimit and a feature that gave DP&L the ability to increase the size
of the facility by an additional $100.0 million. On July 31, 2015, DP&L. refinanced its revolving credit facility,
reducing the total size from $300.0 million to $175.0 million, with a $50.0 million letter of credit sublimit and a
feature that provides DP&L the ability to increase the size of the facility by an additional $100.0 million. This
refinancing extended the life of the facility from May 2018 to July 2020. At September 30, 2015, DP&L had drawn
$10.0 million under this facility and had two letters of credit in the amount of $1.4 million outstanding under this
facility, with the remaining $163.6 million available to DP&L. Fees associated with this letter of credit facility were
not material during the nine months ended September 30, 2015 or 2014,
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On July 1, 2015, the $35.3 million of 4.7% pollution control bonds due January 2028 and $41.3 million of the 4.8%
pollution control bonds due January of 2034 became callable at par and were redeemed with cash.

On August 3, 2015, DP&L called $100.0 million of variable rate pollution control bonds due November 2040 and
$137.8 million of 4.8% pollution control bonds due January of 2034. These bonds were refinanced with $200.0
million of new pollution control bonds at variable rates of interest secured by first mortgage bonds in an equivalent
amount and the remaining $37.8 million of these bonds was redeemed.

DP&L's unsecured revolving credit agreements and DP&L's standby letter of credit have two financial covenants.
The first financial covenant measures Total Debt to Total Capitalization. The Total Debt to Total Capitalization ratio is
calculated, at the end of each fiscal quarter, by dividing total debt at the end of the quarter by total capitalization at
the end of the quarter. The second financial covenant compares EBITDA to Interest Expense. The EBITDAto
Interest Expense ratio is calculated, at the end of each fiscal quarter, by dividing EBITDA for the four prior fiscal
quarters by the consolidated interest charges for the same period. The ahove covenants were retained with some
amendments in DP&L's revolving credit facility refinanced on July 31, 2015. The DP&L amended standby letter of
credit facilities were terminated on August 3, 2015.

Substantially all property, plant & equipment of DP&L is subject to the lien of the morigage securing DP&L’s First
and Refunding Morgage.

Note 6 — Income Taxes

The following table details the effective tax rates for the three and nine months ended September 30, 2015 and
2014,

Three months ended September 30, Nine months ended September 30,
2015 2014 2015 2014

income tax expense for the three and nine months ended September 30, 2015 and 2014 was calculated using the
estimated annual effective income tax rates for 2015 and 2014 of 29.0% and 30.5%, respectively. For the three and
nine months ended September 30, 2015 and 2014 management estimated the annual effective tax rate based on
its forecast of annual pre-tax income. To the extent that actual pre-tax results for the year differ from the forecasts
applied to the most recent interim period, the rates estimated could be materially different from the actual effective
tax rates.

For the three and nine months ended September 30, 2015, DP&L’s current period effective rate is less than the
estimated annual effective rate primarily due to the anticipated refund from the IRS for the filing of an amended
2011 predecessor tax return to include the domestic manufacturing deduction and the deduction for the preferred
stock dividends,

Note 7 — 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 accrued in accordance with the minimum funding requirements of
ERISA and, in addition, make voluntary contributions from time to fime. There was $5.0 million and $0.0 milfion in
employer contributions made during the nine months ended September 30, 2015 and 2014, respectively.

The amounts presented in the following tables for pension include the collective bargaining plan formula, the
traditional management plan formula, the cash balance plan formula and the SERP, in the aggregate. The amounts
presented for postretirement include both health and life insurance. The pension and postretirement costs below
have not been adjusted for amounts billed to the Service Company for former DP&L employees who are now
employed by the Service Company but are still participants in the DP&L plan. See "Related Party Transactions"
discussion in Note 1, "Overview and Summary of Significant Accounting Policies".

53



Table of Contents

The net periodic benefit cost of the pension and postretirement benefit plans for the three and nine months ended
September 30, 2015 and 2014 was:

Net Periodic Benefit Cost Pension Postretirement
Three months ended Three months ended
September 30, September 30,

$in millions 2015 2014 2015 2014

Interestost - 4.2 . 0.

Net Periodic Benefit Cost Pension Postretirement
Nine months ended Nine months ended
September 30, September 30,

$ in millions 2015 2014 2015 2014
Interestcost
Bt il on i St

" ciuara ' 's. '
WEf sl DGO

Benefit payments and Medicare Part D reimbursements, which reflect future service, are estimated to be paid as
follows:

$ |n m|II|ons Pernision Postretirement

2020 -2024 137.0 6.1

Note 8 — Fair Value Measurements

The fair values of our financial 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 instruments represents
our best estimates of fair value, which may not be the value realized in the future.
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The following table presents the fair value and cost of our non-derivative instruments at September 30, 2015 and
December 31, 2014. Information about the fair value of our derivative instruments can be found in Note 9.

September 30, 2015 December 31, 2014

3 in millions Cost Fair Value Cost Fair Value

ritie
Hedge funds
SFRedlede L

PR = T A LA
Y

Debt "~ $ 7629 § 7643 $ 8771 $ 8825

These financial instruments are net subject to master netting agreements or collateral requirements and as such
are presented in the Condensed Balance Sheet at their gross fair value, except for Debt, which is presented at
amortized cost.

Debt

Unrealized gains or losses are not recognized in the financial statements as debt is presented at cost, net of
unamortized premium or discount in the financial statements. The debt amounts include the current portion payable
in the next twelve months and have maturities that range from 2016 to 2061.

Master Trust Assets

DP&L established Master Trusts to hold assets that could be used for the benefit of employees participating in
employee henefit plans and these assets are not used for general operating purposes. These assets are primarily
comprised of gpen-ended mutual funds that are valued using the net asset value per unit. These investments are
recorded at fair value within Other deferred 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 $0.7 million ($0.5 million after tax) of unrealized gains and $0.1 million ($0.1 million after tax) of
unrealized losses on the Master Trust assets in AOCI at September 30, 2015 and $1.1 million ($0.7 million after tax)
in unrealized gains and immaterial unrealized losses on the Master Trust assets in AQCI at December 31, 2014.

During the nine months ended September 30, 2015, $1.0 million ($0.7 million after tax) of various investments were
sold to facilitate the distribution of benefits and the unrealized gains were reversed into earnings. An immaterial
amount of unrealized gains are expected to be reversed to earnings over the next twelve months to facilitate the
disbursement of benefits,

Fair Value Hierarchy
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a lability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. The fair value hierarchy requires an entity to maximize the use of
observable inputs and minimize the use of uncbservable inputs when meastring fair 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);

= Level 3 (unobservable inputs).

Valuations of assets and [fabilities reflect the value of the instrument including the values associated with
counterparty risk. We include our own credit risk and our counterparty’s credit risk in our calculation of fair vaiue
using global average default rates based on an annual study conducted by a large rating agency.
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We did not have any transfers of the fair values of our financial instruments between Level 1 and Level 2 of the fair
value hierarchy during the three months and nine months ended September 30, 2015 and 2014.

The fair value of assets and liabilities at September 30, 2015 and December 31, 2014 and the respective category
within the fair value hierarchy for DP&L was determined as follows:

Assets and Liabilities at Fair Value

Level 1 Level 2 Level 3
Based on
Fair value at Quoted Prices Other
September 30, in Active Observable Unobservable
$ in millions 2015 Markets Inputs Inputs
Assets

Master Trust assets

Eqwty securltles T 34 — 34 I
bifsccunticSHIE G e bn e el S e e
Hedge funds 0.7 — 0.7 —

Debt _ - 764.3 — 746.2 18.1

Total liabilities $ 78905 $ — $ 7685 $§ 2 21.0
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Assets and Liabilities at Fair Value

Level 1 Level 2 Level 3
Based on
Fair value at Quoted Prices Other
December 31, in Active Observable Unobservable
$ in millions 2014 Markets Inputs Inputs
Assets

Master Trust assets

" Total liabiles @ $ 8948 $ 2 05 $ 87556 $ 188

Our financial instruments are valued using the market approach in the following categories:
« Level 1 inputs are used for derivative contracts such as heating oil futures and for money market accounts
that are considered cash equivalents. The fair value is determined by reference {o quoted market prices
and other relevant information generated by market transactions.

» Level 2 inputs are used to value derivatives such as forward power contracts (which are traded on the OTC
market but which are valued using prices on the NYMEX for similar contracts on the OTC market). Other
Level 2 assets include open-ended mutual funds that are in the Master Trust, which are valued using
observable prices based on the end of day NAV per unit.

» Level 3 inputs such as FTRs are considered a Level 3 input because the monthly auctions are considered
inactive. Other Level 3 inputs include the credit valuation adjustment on some of the forward power
contracts and forward power contracts in less active markets. Our Level 3 inputs are immaterial to our
derivative balances as a whole and as such no further disclosures are presented.

Our debt is fair valued for disclosure purposes only and most of the fair values are determined using quoted market
prices in inactive markets. Thase fair value inputs are considered Level 2 in the fair value hierarchy. Since the
Wright-Patterson Air Force Base loan is not publicly traded, fair value is assumed to equal carrying value. These
fair value inputs are considered Level 3 in the fair value hierarchy as there are no observable inputs. Additional
Level 3 disclosures are not presented since debt is not recorded at fair value.

Approximately 97% of the inputs to the fair value of our derivative instruments are from quoted market prices.
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Non-recurring Fair Value Measurements

We use the cost approach to determine the fair value of our AROs, which is estimated by discounting expected
cash oufflows to their present value at the initial recording of the liability. Cash outflows are based on the
approximate future disposal cost as determined by market information, historical information or other management
estimates. AROs for ash ponds, asbestos, river structures and underground storage tanks increased by a net
amount of $38.7 million and $1.2 million during the nine months ended September 30, 2015 and 2014, respectively.
The majority of the increase in 2015 is due to an increase in the AROs for ash ponds {($40.6 million) due fo new
rules promulgated by the USEPA that were published in the Federal Register in April 2015 and became effective in
October 2015.

Note 9 — Derivative Instruments and Hedging Activities

tn the normal course of business, DP&L enters into various financial arrangements, including derivative financial
instruments. We use derivatives principally to manage the risk of changes in market prices for commodities. The
derivatives that we use to economically hedge these risks are governed by our risk management policies for
forward and fufures contracts. Qur net positions are continually assessed within our structured hedging programs
to determine whether new or offsetting transactions are required. The objective of the hedging program is to
mitigate financial risks while ensuring that we have adequate resources to meet our requirements. We monitor and
value derivative positions monthly as part of our risk management processes. We use published sources for
pricing, when possible, to mark positions to market. All of our derivative instruments are used for risk management
purposes and are designated as normal purchase/normal sale, cash flow hedges or marked to market each
reporting pericd.

At September 30, 2015, DP&L had the following outstanding derivative instruments:

) Net Purchases/
Accounting Purchases Sales (Sales)
Commodity Treatment Unit (in thousands) {in thousands) {in thousands)

At December 31, 2014, DP&L had the following outstanding derivative instruments:

. Net Purchases/
Accounting Purchases Sales (Sales)
Commodity Treatment Unit {in thousands) (in thousands) (in thousands)

Cash Flow Hedges

As part of our risk management processes, we identify the relationships between hedging instruments and hedged
items, as well as the risk management objective and strategy for undertaking various hedge transactions. The fair
value of cash flow hedges is determined by observable market prices available as of the balance sheet dates and
will continue to fluctuate with changes in market prices up to contract expiration. The effective portion of the
hedging transaction is recognized in AOCI and transferred to earnings using specific identification of each contract
when the forecasted hedged transaction takes place or when the forecasted hedged transaction is probable of not
occurring. The ineffective portion of the cash flow hedge is recognized in garnings in the current period. All risk
components were taken into account to determine the hedge effectiveness of the cash flow hedges.

We enter into forward power contracts to manage commoedity price risk exposure reiated {o our generation of

electricity. We do not hedge all commodity price risk. We reclassify gains and losses on forward power contracts
from AOCI into earnings in those periods in which the contracts settle.
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The following table provides information for DP&L concerning gains or losses recognized in AOCI for the cash flow
hedges for the three months ended September 30, 2015 and 2014:

Three months ended Three months ended
September 30, 2015 September 30, 2014
Interest Interest

$ in millions (net of tax) Power _Rate Hedge Power Rate Hedge

galns / lses) assomated W|th curret B
perlod hedglng transact[ons 7.8 — 1.4 —

The foliowing table provides information for DP&L concerning gains or losses recognized in AOCI for the cash flow
hedges for the nine months ended September 30, 2015 and 2014:

Nine months ended Nine months ended
September 30, 2015 September 30, 2014
Interest Interest

$in milh'ons (net of tax) Power Rate Hedge Power Rate Hedge

' t gams l (losses) assocuated W|th current
penod hedgmg transactlons 9.6 — (26.3) —_

(a) The actual amounts that we reclassify from AOCI to earnings related to power can differ from the estimate above due to market price
changes.

Mark to Market Accounting

Certain derivative contracts are entered into on a regular basis as part of our risk management program but do not
qualify for hedge accounting or the normal purchases and sales exceptions under FASC 815. Accordingly, such
contracts are recorded at fair value with changes in the fair value charged or credited to the Condensed Statements
of Operations in the period in which the change occurred. This is commonly referred to as “MTM accounting.”
Contracts we enter into as part of our risk management program may be settled financially, by physical delivery, or
net settied with the counterparty. FTRs, natural gas forwards, heating oil futures and certain forward power
contracts are marked to market.

Certain qualifying derivative instruments have been designated as normal purchases or normal sales contracts, as
provided under GAAP. Derivative contracts that have been designated as normal purchases or normal sales under
GAAP are not subject to MTM accounting and are recognized in the Condensed Statements of Operations on an
accrual basis.
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Regulatory Assets and Liabilities

In accordance with regulatory accounting under GAAP, a cost or loss that is probable of recovery in future rates
should be deferred as a regulatory asset and revenue or a gain that is probable of being returned to customers
should be deferred as a regulatory liability. Portions of the derivative contracts that are marked to market each
reporting period and are related to the retail portion of DP&L’s load requirements are included as part of the fuel
and purchased power recovery rider approved by the PUCO which began January 1, 2010. Therefore, a portion of
the heating oil futures are assigned to the retail jurisdiction and deferred as a regulatory asset or liability until the
contracts 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 present the amount and classification within the Condensed Statements of Operations or
Condensed Balance Sheets of the gains and losses on DP&L's derivatives not designated as hedging instruments
for the three and nine months ended September 30, 2015 and 2014:

For the three months ended September 30, 2015

$ |n ml“IOI"IS 7 Heating Qil FTRs Power Total

For the three months ended September 30, 2014
$in millions _ Heating Qil FTRs Power Total _

For the nine months ended September 30, 2015

. Natural
$ in millions Heating Oil FTRs Power Gas Total

Recordeaimincomelotatententgamy(oss))

$ 18 (131) $ s (12.9)
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For the nine months ended September 30, 2014

$in mil!ions Heating Oil FTRs Power ) Total

s 1

Georaedpingn

DP&L has elected not to offset derivative assets and liabilities and not to offset net derivative positions against the
right to reciaim cash collateral pledged {(an asset) or the obligation to return cash collateral received (a liability)
under derivative agreements.

The following tables summarize the derivative positions presented in the balance sheet where a right of offset exists
under these arrangements and related cash collateral received or pledged. The following table presents the fair
value and balance sheet classification of DP&L's derivative instruments at September 30, 2015:

Fair Values of Derivative Instruments
at September 30, 2015

Gross Amounts Not Offset
in the Condensed Balance

Sheets
Financial
Instruments
Gross Fair Value as with Same
presented in the Counterparty in
Hedging Condensed Offsetting Cash Net Balance
$ in millions Designation Balance Sheets Position Collateral Fair Value

Assefs
Short-term denvatlve posmons {presented in Other current assets)
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The following table presents the fair value and balance sheet classification of DPL’s derivative instruments at
December 31, 2014:

Fair Values of Derivative Instruments
at December 31, 2014

Gross Amounts Not Offset in
the Condensed Balance

Sheets
Financial
instruments with
Gross Fair Value as Same
presented in the Counterparty in
Hedging Condensed Balance Offsetting Cash Net Balance
$ in millions Designaticn Sheets Position Collateral Fair Value

Assefs
Short- term denvatwe positions (| resented in Other current assets)

Long-term derivative positions (presented in Other deferred assets)
: ﬁqaaﬁliﬁ“ﬁr’@@aﬁrm : e

otallbllltles T s 123 % 66 8% @49s$ 08

The aggregate fair value of DP&L’s commodity derivative instruments that were in a MTM loss position at
September 30, 2015 was $25.2 million. $5.6 million of collateral was posted directly with third parties and in a
broker margin account which offsets our loss positions on the forward contracts. This liability position is further
offset by the asset position of counterparties with master netting agreements of $18.6 million. Since our debtis
below investment grade, we could be required to post collateral for the remaining $1.0 million.

Note 10 — Shareholder’s Equity

DP&L. has 250,000,000 autharized $0.01 par valua commen shares, of which 41,172,173 are outstanding at
September 30, 2015. All common shares are held by DP&L’s parent, DPL.

As part of the PUCO's approval of the Merger, DP&L agreed to maintain a capital structure that includes an equity
ratio of at least 50 percent and not to have a negative retained earnings balance.

Note 11 — Contractual Obligations, Commercial Commitments and Contingencies

Equity Ownership Interest

DP&L owns a 4.9% equity ownership interest in OVEC, an electric generation company, which is recorded using
the cost method of accounting under GAAP. As of September 30, 2015, DP&L could be responsible for the
repayment of 4.9%, or $73.9 million, of a $1,507.9 million debt obligation that has maturities from 2018 to 2040.
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This would only happen if OVEC defaulted on its debt payments. As of September 30, 2015, 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 contractual obligations table in our Form 10-K for the fiscal year ended
December 31, 2014.

Contingencies

in the normal course of business, we are subject to various lawsuits, actions, proceedings, claims and other matters
asserted under various laws and regulations. We believe the amounts provided in our Condensed Financial
Statements, as prescribed by GAAP, are adequate in light of the probable and estimable contingencies. However,
there can be no assurances that the actual amounts required to satisfy alleged liabilities from various legal
proceedings, claims, tax examinations and other matters discussed below, and to comply with applicable laws and
regulations, will not exceed the amounts reflected in our Condensed Consolidated Financial Statements. As such,
costs, if any, that may be incurred in excess of those amounts provided as of September 30, 2015, cannot be
reasonably determined.

Environmental Matters
DP&L’s facilities and operations are subject to a wide range of federal, state and local environmental regulations
and laws. The environmental issues that may affect us include:

» The federal CAA and state laws and regulations (including State Implementation Plans) which require
compliance, obtaining permits and reporting as to air emissions,

- Litigation with federal and certain state governments and certain special inferest groups regarding whether
modifications to or maintenance of certain coal-fired generating stations require additional permitting or
pollution control technology, or whether emissions from coal-fired generating stations cause or confribute to
climate change,

* Rules and future rules issued by the USEFA and the Ohio EPA that require substantial reductions in SO2,
particulates, mercury, acid gases, NOx, and other air emissions. DP&L has installed emission control
technology and is taking other measures to comply with required and anticipated reductions,

* Rules and future rules issued by the USEPA, the Ohio EPA or other authorities that require reporting and
reductions of GHGs,

« Rules and future rules issued by the USEPA associated with the federal Clean Water Act, which prohibits
the discharge of pollutants into waters of the United States except pursuant to appropriate permits, and

+ Solid and hazardous waste laws and regulations, which govern the management and disposal of certain
waste. The majority of solid waste created from the combustion of coal and fossil fuels is fly ash and other
coal combustion by-products.

In addition to imposing continuing compliance obligations, these iaws and regulations authorize the imposition of
substantial penalties for noncompliance, including fines, injunctive relief and other sanctions. In the normal course
of business, we have investigatory and remedial activities underway at our facilities to comply, or to determine
compliance, with such regulations. We record liabilities for [oss contingencies related fo environmental matters
when a loss is probable of occurring and can be reasonably estimated in accordance with the provisions of GAAP.
At September 30, 2015, and December 31, 2014, we had accruals of approximately $0.7 million and $0.8 million,
respectively, for environmental matters and other claims. We also have a number of envircnmental mafters for
which we have not accrued loss contingencies because the risk of loss is not probable or a loss cannot be
reasonably estimated, which are disclosed in the paragraphs below. We evaluate the potential liability related to
environmental matters quarterly and may revise our accruals. Such revisions in the estimates of the potential
liabilities could have a material adverse effect on our results of operations, financial condition or cash flows.

We have several pending environmental matters associated with our EGUs and stations. Some of these matters
could have material adverse effects on the operation of such EGUs and stations or our financial condition.

National Ambient Air Quality Standards
Effective August 23, 2010, the USEPA implemented its revisions to its primary NAAQS for SO, replacing the

previous 24-hour standard and annual standard with a one-hour standard. Non-attainment areas will be required to
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meet the 2010 standard by October 2018. On August 21, 2015, the USEPA finalized a data requirements rule for
air agencies to ascertain attainment characterization more extensively across the country by additional modeling
and/or monitoring requirements of areas with sources that exceed specified thresholds of SO, emissions, which
became effective on September 21, 2015. The rule directs state agencies to provide data to characterize air quality
in areas with sources of SO, above 2,000 tons per year to identify maximum 1-hour concentrations of SO, in
ambient air. The rule could require instaliation of monitors at one or more of DP&L’s coal-fired power plants and
result in additional non-attainment designations that could impact our operations. DP&L. is unable to determine the
effect of the rule on its operations.

On October 1, 2015, the USEPA released a final rule lowering the NAAQS for ozone to 70 parts per billion from 75
parts per billion. We are currently reviewing the rule and assessing the impact on our operations. We cannot at
this time determine the impact of this rule, but it could be material.

Climate Change Legislation and Regulation

On October 23, 2015, the USEPA's final CO. emission rules for existing power plants (called the Clean Power Plan)
were published in the Federal Register with an effective date of December 22, 2015. Additionally, the final NSPS for
CO: emissions from new, modified and reconstructed fossil-fuel-fired power plants were published in the Federal
Register on October 23, 2015 and are effective immediately. The Clean Power Plan provides for interim emissions
performance rates that must be achieved beginning in 2022 and final emissions performance rates that must be
achieved by 2030. Prior to the rule's publication in the Federal Register, fifteen states, including Ohio, filed a
petition in the U.S. Court of Appeals for the D.C. Circuit seeking a stay of the Clean Power Plan, which was denied
by the Court in September 2015. On October 23, 2015, several states and industry groups filed petitions in the
D.C. Circuit Court of Appeals challenging the Clean Power Plan as published in the Federal Register, including a
twenty-four state consortium that includes Ohio. The D.C. Circuit Court has issued orders consolidating the current
pending challenges to the CPP under the lead case, West Virginia v. EPA. On October 23, 2015, North Dakota filed
a petition for review of the GHG NSPS in the D.C. Circuit Court, and a coalition of environmental groups have
moved o intervene on behalf of EPA in both the CPP and NSPS litigation. These state petitioners, as well as
industry groups separately chalienging the rule, have filed motions with the D.C. Circuit Court requesting a stay of
the rule. The D.C. Circuit Court has issued orders consolidating the current pending challenges to the Clean Power
Plan under the lead case, West Virginia v. USEPA. On October 23, 2015, North Dakota filed a petition for review of
the CO2 NSPS in the D.C. Circuit Court, and a coalition of environmental groups have moved to intervene on behalf
of USEPA in both the Clean Power Plan and NSPS litigation. Additional legal challenges are expected. We are
currently reviewing the rule and assessing the impact on our operations. Our business, financial condition or results
of operations could be materially and adversely affected by this rule.

Clean Water Act — Regulation of Waler Discharge
In December 2006, DP&L submitted a renewal application for the Stuart generating station NPDES permit that was

due to expire on June 30, 2007. The Ohio EPA issued a draft permit that was received in November 2008. In
September 2010, the USEPA formally objected to the November 2008, draft permit due to questions regarding the
basis for the alternate thermal limitation. The Ohio EPA issued a draft permit in December 2011 and a public
hearing was held in February 2012. The draft permit required 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 aiternatively make other significant modifications to the cooling water system.
DP&L submitted comments to the draft permit. In November 2012, the Chio EPA issued another draft which
included a compliance schedule for performing a study to justify an alternate thermal limitation and to which DP&L
submitted comments. [n December 2012, the USEPA formally withdrew their objection to the permit. On January
7, 2013, the Ohio EPA issued a final permit.

On February 1, 2013, DP&L appealed various aspects of the final permit to the Environmental Review Appeals
Commission. A hearing before the Commission has been rescheduled for March 2016. Depending on the outcome
of the appeal process, the effects on DP&L’s business, financial condition or results of operations could be material.

On September 30, 2015, the USEPA released its final rule regulating various wastewater streams from steam
electric power plants. The regulations were published in the Federal Register on November 3, 2015. We are
reviewing the the rule to assess the potential impact on our operations and our current or future NPDES permits.

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 landfill site. [n August 2005, DP&L and other
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parties received a general notice regarding the performance of a Remedial Investigation and Feasibility Study (RI/
FS) under a Superfund Alternative 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 status. On August 18, 2006, an Administrative Settlement Agreement and Order on Consent
("ASAQC") for the site was executed and became effective among a group of PRPs, not including DP&L, and the
USEPA. On August 25, 2009, the USEPA issued an Administrative Order requiring that access to DP&L’s service
center building site, which is across the street from the landfill site, be given to the USEPA and the existing PRP
group to help determine the extent of the 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 drilling of soil borings and installation of monitoring wells occurred in late 2009 and early 2010.

On May 24, 2010, three members of the existing PRP group, Hobart Corporation, Kelsey-Hayes Company and
NCR Corporation, filed a civil complaint in the United States District Court for the Southern District of Chio (the
“District Court”) against DP&L and numerous other defendants alleging that DP&L and the other defendants
contributed to the contamination at the landfill site and seeking reimbursement of the PRP group’s costs associated
with the investigation and remediation of the site. On February 10, 2011, the District Court Judge dismissed claims
against DP&L that related to allegations that chemicals used by DP&L at its service center contributed to the landfill
site’s contamination. The District Court Judge, however, did not dismiss claims alleging financial responsibility for
remediation costs based on hazardous substances from DP&L that were allegedly delivered by fruck directly to the
landfill. Discovery, including depositions of past and present DP&L employees, was conducted in 2012. On
February 8, 2013, the District Court Judge granted DP&L’s motion for summary judgment on statute of limitations
grounds with respect to claims seeking a contribution toward the costs that are expected to be incurred by the PRP
group in performing an RIfFS under the August 15, 2008 ASAOC. That summary judgment ruling was appealed on
March 4, 2013, and on July 14, 2014, a three-judge panel of the U.S. Court of Appeals for the 6th Circuit affirmed
the lower Court’s ruling and subsequently denied a request by the PRP group for rehearing. On November 14,
2014, the PRP group appealed the decision to the U.S. Supreme Court, but the writ of certiorari was denied by the
Court on January 20, 2015. On April 5, 2013, the PRP group entered into a second ASAOC (the "2013 ASAOC")
relating primarily to vapor intrusion from under some of the buildings at the landfill site. On April 13, 2013, as
amended July 30, 2013, the PRP group filed another civil complaint against DP&L and numerous other defendants
alleging that each defendant contributed to the contamination of the site by delivering hazardous waste to the site or
by releasing hazardous waste on other sites that migrated to the landfill site. On February 18, 2014, after
considering various motions and alternative grounds to dismiss, the District Court Judge dismissed some of the
alleged grounds for relief that the PRP group had made, but ruled in the PRP group’s favor with respect to motions
to dismiss the case in its entirety finding, among other things, that the 2013 ASAQOC involved a different scope of
work and thus the contributions sought were not seeking the same remedy that had been dismissed in the first civil
suit. Appeals of this ruling are pending before the 6th Circuit Court of Appeals. On January 14, 2015, the PRP
group served DP&L and other defendants a request for production of documents related to any waste management
or waste disposal surveys. Information responsive to this request was provided on February 17, 2015. In addition,
on January 18, 2015, the USEPA issued a Special Notice Letter and Section 104(e) Information Request to DP&.L
and other defendants, requesting historical information related to waste management practices that may be relevant
to the site. DP&L responded to this request on March 27, 2015. In June 2015, DP&L was again requested to grant
access to the DP&.L service building property for the purpose of collecting groundwater samples from selected
monitoring wells. DP&L granted access and groundwater sampling took place in June 2015. As a result of an
August 11, 2015 meeting among the parties, the parties have agreed to stay the case in order to explore the
possibility of a negotiated resolution of some or all of the issues. DP&L. is unable to predict the outcome of these
actions by the plaintiffs and USEPA. Additionally, the District Court’'s 2013 ruling and the Court of Appeals’
affirmation of that ruling in 2014 does not address future litigation that may arise with respect to actual remediation
costs. While DP&L is unable to predict the outcome of these and any future matters, if DP&L were required to
contribute to the clean-up of the site, it could have a material adverse effect on its business, financial condition or
results of operations.

Regulation of Ash Ponds

There has been increasing advocacy to regulate coal combustion residuals (CCR). On June 21, 2010, the USEPA
published a proposed rule 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 released its final rule in December 2014, designating coal combustion
residuals that are not beneficially reused as non-hazardous solid waste under RCRA Subtitle D. The rule was
published in the Federal Register in April 2015 and became effective October 19, 2015, and applies new detailed
management practices to new and existing landfills and surface impoundments, including lateral expansions of
such units. Based on our review of the rule, we have adjusted our AROs related to ash ponds (see Note 8), but we
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are currently unable to determine the full impact of the rule as it is contingent upon future activities required by the
regulation.
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Item 2 — Management's Discussion and Analysis of Financial Condition and Results of Operations

This report inciudes 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 oniy to DPL or DP&L will clearly be noted in the section.

The following discussion contains forward-looking statements and should be read in conjunction with the
accompanying Condensed Consolidated Financial Statements and related foothotes of DPL and the Condensed
Financial Statements and related footnotes of DP&L included in Part | ~ Financial Information, the risk factors in
Item 1A to Part | of our Form 10-K for the fiscal year ending December 31, 2014 and in ltem 1A to Part Il of this
Quarierly Report on Form 10-Q, and our “Forward-Looking Statements” section of this Form 10-Q. For a list of
certain abbreviations or acronyms in this discussion, see the Glossary at the beginning of this Form 10-Q.

REGULATORY ENVIRONMENT

DPL’s, DP&L’s and our subsidiaries’ facilities and operations are subject to a wide range of environmental
regulations and laws by federal, state and local authorities. As well as imposing continuing compliance obligations,
these laws and regulations authorize the imposition of substantial penalties for noncompliance, including fines,
injunctive relief and other sanctions. In the normal course of business, we have investigatory and remedial activities
underway at these facilities in an effort to comply, or to determine compliance, with such reguiations. We record
liabilities for losses that are probable of accurring and can be reasonably estimated. See Note 10 of Notes to
DPL’s Condensed Consolidated Financial Statements and Note 11 of Notes to DP&L’s Condensed Financial
Statements.

On October 30, 2015 DP&L publicly announced its intent to file an application to increase its distribution rates at the
Public Utilities Commission of Ohio on November 30, 2015. DP&L plans to use a 12-month test year of June 1,
2015 to May 31, 2016 to measure revenue and expenses and a date certain of September 30, 2015 to measure its
asset base.

COMPETITION AND PJM PRICING

Capacity Auction Price

The PJM capacity base residual auction for the 2017/18 period cleared at a per megawatt price of $120/day for our
RTO area. The per megawaltt prices for the periods 2016/17, 20156/16 and 2014/15 were $59/day, $136/day and
$126/day, respectively, based on previous auctions. As discussed below, a new Capacity Performance ("CP")
program has been approved by the FERC, which will phase out RPM as of the 2018/19 period. During the phase-
out pericd, the RPM auction results were modified based on transitional auctions that were conducted in the third
quarter of 2015. We cannot predict the outcome of future auctions but based on actual results attained, we
estimate that a hypothetical increase or decrease of $10/day in the capacity auction price would result in an annual
impact to net income of approximately $7.0 million and $5.7 million for DPL and DP&L, respectively. These
estimates do not, however, take into consideration the other factors that may affect the impact of capacity revenues
and costs on nef income such as our generation capacity, the levels of wholesale revenues and our retail customer
load. These estimates are discussed further within Commodity Pricing Risk under the Market Risk section of this
Management Discussion & Analysis.

On June 9, 2015, the FERC approved a proposal made by PJM to implement a new CP program. The FERC’s
conditions on approval include requiring PJM to make additional filings to change certain energy market rules to
coordinate better with the new CP program and to make annual filings on the CP performance hours used in its
calculations. The FERC's order approved transitional mechanisms under which the results of the auctions under
the RPM program for the 2016/17 and 2017/18 periods would be modified based on transitional CP auctions that
were held in the third quarter of 2015. The first full CP auction was also held in the third quarter of 2015 for the
2018/19 period.

The PJM CP base residual auction for the 2018/19 period cleared at a per megawatt price of $165/day for our RTO
area. PJM also conducted CP transition auctions for the 2016/17 and 2017/18 periods to give market participants
the option to upgrade to the new CP product. The CP transition auction for the 2016/17 period cleared at a per
megawatt price of $134/day and the auction for the 2017/18 period cleared at a per megawatt price of $152/day.
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As approved, the CP program offers the potential for higher capacity revenues, combined with substantially
increased penalties for non-performance or under-performance during certain periods identified as “capacity
performance hours.” This linkage between non- or under-performance during certain specific hours means that a
generation unit that is generally performing well on an annual basis, may incur substantial penalties if it happens to
be unavailable for service during some capacity performance hours. Similarly, a generation unit that is generally
performing poorly on an annual basis may avoid such penalties if its outages happen to occur only during hours that
are not capacity performance hours. An annual "stop-loss” provision exists that limits the size of penalties to 150%
of the net Cost of New Entry, which is a value computed by PJM. This level is likely to be larger than the capacity
price established under the CP program, so that the potential exists that participation in the CP program could result
in capacity penalties that exceed capacity revenues.

At present, DP&L is unable to project whether the CP program wili be beneficial or negative to DP&L’s operations,
but the resuits could be material to DP&L’s operations.

Ohio Competitive Considerations and Proceedings

Since January 2001, DP&L’s electric customers have been permitted to choose their retail electric generation
supplier. DP&L continues to have the exclusive right to provide delivery service in its state certified territory and the
obiigation to provide retail generation service to customers that do not choose an alternative supplier; however, the
supply of electricity for DP&L’s SSO customers is partially sourced through a competitive bid auction in 2014 and
2015, with 100% sourced through competitive bid starting January 2016. The PUCO maintains jurisdiction over
DP&L’s delivery of electricity, SSO and other retail electric services.

The following tables provide a summary of the number of electric customers and volumes supplied by DPLER and
non-affiliated CRES providers in our service territory during the three and nine months ended September 30, 2015
and 2014:

Three months ended Three months ended

September 30, 2015 September 30, 2014

Electric Sales }in Electric Sales (in
Customers (a) millions of kWh)

Custo!

o

mers (a)

millions of kWwh)
134,70 2

=
ey

Qe DAGERG L T RS

oD P S serviceettorys

(a) Customers at the end of each period.

(b} DPLER'’s customer mix has shifted from high-velume industrial consumers to lower volume residential consumers.

{¢) The volumes supplied by DPLER represent approximately 27% and 39% of DP&L’s total distribution volumes during the three months
ended September 30, 2015 and 2014, respectively. We cannot defermine the extent to which customer switching to CRES providers
will oceur in the future and the effect this will have on our operations, bhut any additional switching could have a significant adverse
effect on our future resuits of operations, financial condition and cash flows.
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Customers (a)

1

Nine months ended Nine months ended
September 30, 2015 September 30, 2014
Electric Sales éin Electric Sales {in
kKWh) Customers{(a) millions of kWh)

millions o

(a} Customers at the end of each period.

(p) DPLER’s customer mix has shifted from high-volume industrial consumers to lower volume residential consumers.

(¢) The volumes supplied by DPLER represent approximately 29% and 41% of DP&L's total distribution volumes during the nine months
ended September 30, 2015 and 2014, respectively. We cannot determine the extent to which customer switching to CRES providers
will occur in the future and the effect this will have on our operations, but any additional switching could have a significant adverse
effect on our future results of operations, financial condition and cash flows.

DPLER, an afflliated company and one of the registered CRES providers, markets competitive transmission and
generation services to DP&L customers.

FUEL AND RELATED COSTS

Fuel and Cotumodity Prices

The coal market is a global market in which domestic prices are affected by international supply disruptions and
demand balance. In addition, domestic issues like government-imposed direct costs and permitting issues affect
mining costs and supply availability. Our approach is to hedge the fuel costs for our anticipated electric sales. For
the year ending December 31, 2015, we have substantially all our coal requirements under contract to meet our
committed sales. We may not be able to hedge the entire exposure of our operations from commodity price
volatility. If our suppliers do not meet their contractual commitments or we are not hedged against price voiatility
and we are unable to recover costs through the fuel and purchased power recovery rider, our results of operations,
financial condition or cash flows could be materially affected.
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RESULTS OF OPERATIONS - DPL

DPL’s results of operations include the results of its subsidiaries, including the consclidated resuits of its principal
subsidiary DP&L. All material intercompany accounts and transactions have been eliminated in consolidation. A
separate specific discussion of the results of operations for DP&L is presented elsewhere in this report.

Income Statement Highlights — DPL

Three months ended Nine months ended
September 30, September 30,
$ in miliions 2015 2014 2015 2014

tIfueI S 74 851 2022 2359

Purchased 'powef 82.4 76.2 28192 264.8
RTO capamty charges
= Eiemaiks hesds
Tot lpurchased ower

Aortizatlon of intangibles — 0.3 — T 09

Total cost of revenues 7 216.8 239.1 662.4 703.0

Gross margin @ - _ 3 $

Gross margin as a percentage of revenues

Operating income / (ioss) $ 403 $ 905 §  166.0 9.3

(@) Forpurposes of discussing operating results, we present and discuss gross margins. This format is useful to investors because it
allows analysis and comparability of operating trends and includes the same information that is used by management to make
decisions regarding our financial performance.
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DPL - Revenues

Retail customers, especially residential and commercial customers, consume mora electricity during warmer and
colder weather than they do during mild temperatures. Therefore, our retail sales volume is impacted by the
number of heating and cooling degree days occurring during a year. Cocling degree days typically have a more
significant impact than heating degree days since some residential customers do not use electricity to heat their
homes.

Three Months Ended Nine months ended
September 30, September 30,

2015 2014 2015 2014

oolmg degree days () ' 637 576 ' ,8 - 98‘

(a) Heating and cooling degree days are a measure of the relative heating or cooling required for & home or husiness. The heating
degrees in a day are calculated as the difference of the average actual daily temperature below 85 degrees Fahrenheit. For example,
if the average temperature on March 20th was 40 degrees Fahrenheit, the heating degrees for that day would be the 25 degree
difference between 65 degrees and 40 degrees. In a similar manner, cooling degrees in a day are the difference of the average actual
daily temperature in excess of 65 degrees Fahrenheit,

Since we plan to utilize our internal generating capacity to supply our retail customers’ needs first, increases in retail
demand may decrease the volume of internal generation available to be sold in the wholesale market and vice
versa. The wholesale market covers a multi-state area and settles on an hourly hasis throughout the year. Factors
impacting our wholesale sales volume each hour of the year include: wholesale market prices; our retail demand;
retail demand elsewhere throughout the entire wholesale market area; availability of our plants and non-affiliated
utility plants to sell into the wholesale market; and weather conditions across the multi-state region. Qur plan is to
make wholesale sales when market prices allow for the economic operation of our generation facilities not being
utilized to meet our retail demand or when margin opportunities exist between the wholesale sales and power
purchase prices.

The following table provides a summary of changes in revenues from the prior period:

Three months Nine months
ended ended
September 30, September 30,
$ in millions 2015 v 2014 2015 v 2014

Retail

(154.3)

olsa

IRelcapaciiyisiother

RTO capacity and other revenues | (4.1} 35.6

Other
WealEed BT

otal other revenue B ' 01 08

Total revenues change $ (65.1) $ (48-1
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During the three months ended September 30, 2015, Revenues decreased $65.1 miilion to $414.1 million from
$479.2 million in the same period of the prior year. This decrease was primarily the result of the sale of MC
Squared on April 1, 2015, as well as lower retail revenue at DPLER due to the impact of customer switching. These
decreases were partially offset by increased wholesale sales. The changes in the components of revenue are
discussed below:

*  Retail revenues decreased $72.2 million primarily due to the sale of MC Squared on April 1, 2015, which
had sales of $35.8 million in the three months ended September 30, 2014. [n addition, volumes decreased
due to a loss of DPLER customers both within and outside of DP&L’s service territory. DP&L continues to
provide distribution service to all customers within its service territory. Also confributing to the decrease is
lower retail revenue for DP&L's SSO customers as the competitive auction rate, which represents 80% of
our SSO load in 2015 compared to 10% in 2014, is lower than our non-auction generation rate and higher
cost recoveries at DP&L in the prior year. These decreases were partially offsef by an increase in retail
sales volume due to weather as cooling degree days were 11% higher.

= Wholesale revenues increased $11.1 million, due to a $10.7 million volume increase, as 60% of DP&L's
SS0 load is now being served through the competitive bid process compared to 10% during 2014, allowing
excess generation to be sold in the wholesale market. This was partially offset by net generation being
lower by 17% due to the 2014 sale of East Bend, the closing of Beckjord and the impact of unplanned
outages.

+ RTO capacity and other revenues, consisting primarily of compensation for use of DP&L’s transmission
assets, regulation services, reactive supply and operating reserves, and capacity payments under the RPM
construct, decreased $4.1 million. This decrease was primarily the result of a $3.8 million decrease in
revenues from the PJM capacity auction. Although the per megawatt capacity prices that became effective
in June 2015 were $136/day, compared to $126/day in June 2014, the decrease is a result of the 2014 sale
of East Bend and the closing of Beckjord, as well as lower commercial availability due to unplanned
outages as noted above, which caused the overall capacity to be less.

During the nine months ended September 30, 2015, Revenues decreased $48.1 million to $1,281.5 million from
$1,329.6 million in the same period of the prior year. This decrease was primarily the resuit of decreased retail
revenues partially offset by increased wholesale and RTO capacity revenues. The changes in the components of
revenue are discussed below:

+ Retail revenues decreased $166.4 million primarily due to the sale of MC Squared on April 1, 2015. MC
Squared had sales of $64.6 millicn during the period after April 1, 2014 through September 30, 2014. [n
addition, volumes decreased driven by a loss of DPLER customers both within and outside of DP&L’s
service territory. DP&L continues to provide distribution service to all customers within its service territory.
Also contributing to the decrease is a 5% decrease in heating degree days compared to the same period in
2014, tower retail revenue for SSO customers as the competitive auction rate, which represents 60% of our
SS0 load in 2015 compared to 10% in 2014, is lower than our non-auction generation rate and higher cost
recoveties at DP&L in the priot year.

«  Wholesale revenues increased $81.9 million due to a $57.9 miliion increase in volume and a favorable price
variance of $24.0 million. The increase in volume is primarily driven by 60% of PP&L's SSO load being
served through the competitive bid process compared to 10% during 2014, allowing excess generation to
be sold in the wholesale market. This was partially offset by a 15% decrease in net generation from
DP&L's co-owned and operated plants primarily due to the 2014 sale of East Bend, the closing of Beckjord,
as well as increased unplanned outages. The year over year price increase is a result of the impact of
realized derivative losses in 2014 iargely due to extreme weather during January of 2014.

» RTO capacity and other revenues, consisting primarily of compensation for use of DP&L’s transmission
assets, regulation services, reactive supply and operating reserves, and capacity payments under the RPM
construct, increased $35.6 million. This increase was primarily the result of a $45.8 million increase in
revenues realized from the PJM capacity auction The per megawatt capacity prices that became effective
in June 2015 were $136/day, compared to $126/day in June 2014 and $28/day in June 2013. This increase
was offset by a $10.1 million decrease in RTO transmission and congestion revenue, as 2014 congestion
revenue charges were higher due to extreme weather.
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DPL - Cost of Revenues
During the three months ended September 30, 2015, Cost of Revenues decreased $22.3 million, or 8%, compared

to the same period in the pricr year:

Net fuel costs, which inciude coal, gas, oil and emission allowance costs, decreased $13.7 million, or 16%,
primarily due to a 17% decrease in internal generation at our plants, partially offset by a 2% increase in
average fuel cost per MWh.

Net purchased power decreased $8.3 million, or §%, primarily due to decreased other RTO charges of
$13.2 million as a result of higher transmission and congestion charges incurred in 2014. In addition, RTO
capacity charges decreased $2.4 million driven by our decreased icad obligations for retail customers in
2015, partially offset by a $7.3 million PJM penalty accrual associated with low plant availability in 2015 and
higher RTO capacity prices, as noted above. RTO charges are incurred as a member of PJM and include
costs associated with our ioad obligations for retail customers. These RTO-related decreases were partially
offset by a $6.2 million increase in purchased power due to a $10.7 million increase in price, partially offset
by a $4.5 million decrease in volume attributable to decreased power purchased to sell to DPLER, as a
result of the sale of MC Squared and decreased customers in 2015 compared ta the same period in 2014,
partially offset by volume increases driven by increased power purchased to source our SSQO load through
the competitive bid process. We purchase power for our SSO load sourced through the competitive bid
process and to satisfy retail sales volume when generating faciiities are not availabie due to planned and
unplanned outages, when market prices are befow the marginal costs associated with our generating
facilities, or to meet high customer demand.

For the nine months ended September 30, 2015, Cost of Revenues decreased $40.6 million, or 6%, compared to
the same period in the prior year:

Net fuel costs, which inciude coal, gas, oil and emission allowance costs, decreased $33.7 million, or 14%,
primarily due to a 15% decrease in internal generation at our plants partially offset by a 2% increase in
average fuel cost per MWh.

Net purchased power decreased $6.0 million, or 1%, due to a $46.2 million decrease in other RTO charges
and a $2.6 miliion decrease in net MTM losses. These decreases were partially offset by a $17.1 million
increase in purchased power, due to an $18.8 million price increase, partially offset by a $1.7 million volume
decrease atiributable to decreased power purchased to sell to DPLER, as a resuli of the sale of MC
Squared and decreased customers in 2015 compared to the same period in 2014, partially offset by volume
increases driven by increased power purchased to source our SSO load through the competitive bid
process. In addition, there were increased RTO capacity charges of $25.7 million driven by a $7.3 million
PJM penaity associated with low plant availabiiity in 2015 and higher RTO capacity prices, partiaily offset by
a decreased load obligations for retail customers in 2015, As noted above, RTO capacity prices are set by
an annual auction. RTO charges are incurred as a member of PJM and include costs associated with our
load obligations for retail customers. We purchase power for our SSO load sourced through the
competitive bid process and to satisfy retail sales volume when generating facilities are not available due to
planned and unplanned outages, when market prices are below the marginal costs associated with our
generating facilities, or to meet high customer demand.
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DPL - Operation and Maintenance
The following table provides a summary of changes in operation and maintenance expense from the prior year
periods:

Three months Nine months
ended ended
September 30, September 30,
$ in millions 2015 v 2014 2015 v 2014

(e ss BElr i e L : o % H AL
Competitive railo erations o .2) - (7.7)

eerred storm costs @ T 4.4 ' 13.1

Totaf change in operation and maintenance expense $ 74 $ {13.2)

(a) Thereis a corresponding offset in Revenues associated with these programs.

During the three months ended September 30, 2015, Operation and maintenance expense increased $7.4 million,
compared to the same period in the prior year. This variance was primarily the resuit of:

* increased expenses for the alternative energy and energy efficiency programs,

+ Increased costs associated with our retirement benefit plans,

+ increased maintenance of overhead transmission and distribution lines primarily due to storms in the third
quarter of 2015, and

* increased storm costs, which were previously deferred but are now being recognized as they are recovered
through customer rates.

These decreases were partially offset by:
+ decreased expenses for the low-income payment program which is funded by the USF revenue rate rider,

and
+ decreased marketing, customer maintenance and Iabor costs associated with the competitive retail

business.

During the nine months ended September 30, 2015, Operation and maintenance expense decreased $13.2 million,
compared to the same period in the prior year. This variance was primarily the result of:

+ decreased expenses for the low-income payment program which is funded by the USF revenue rate rider,

+ decreased marketing, customer maintenance and labor costs associated with the competitive retail
business,

« decreased costs associated with cur retirement benefit plans, and

+ decreased maintenance of overhead transmission and distribution lines primarily due to storms in the first
quarter of 2014.

These decreases were partially offset by:

+ increased expenses for the alternative energy and energy efficiency programs, and

* increased storm cosis, which were previously deferred but are now being recognized as they are recovered
through customer rates.

+ increased expenses for the alternative energy and energy efficiency programs.

DPL - Depreciation and Amortization

For the three months ended September 30, 2015, Depreciation and amortization expense did not change
significantly from the same period in the prior year. Depreciation expense decreased due to the sale of the East
Bend Plant and the retirement of the Beckjord Plant; this decrease was offset by increased depreciation associated
with increased ARO assets and net plant additions.

74



Table of Contents

For the nine months ended September 30, 2015, Depreciation and amortization expense did not change
significantly from the same period in the prior year. Depreciation expense decreased due to the sale of the East
Bend Plant and the retirement of the Beckjord Piant; this decrease was offset by increased depreciation associated
with increased AROQ assets and net plant additions.

DPL - General Taxes
For the three months ended September 30, 2015, General taxes did nct change significantly from the same period
in the prior year.

For the nine months ended September 30, 2015, General taxes decreased $2.5 million compared to the same
period in the prior year. The decrease was primarily due to a 2014 adjustment to the 2013 estimated property tax
liability fo adjust estimates fo actual payments made in 2014 partially offset by higher properiy fax accruals for 2015
compared to 2014.

DPL - Interest Expense
Interest expense during the three months ended September 30, 2015 decreased $4.2 million compared to the same
period in the prior year. This was primarily driven by debt prepayments and the refinancing of certain debt.

Interest expense during the nine months ended September 30, 2015 decreased $5.5 million compared to the same
period in the prior year. This was primarily driven by debt prepayments and the refinancing of certain debt, partially
offset by an increase related to the recovery of previously deferred carrying costs on regulatory assets of $1.3
million.

DPL - Income Tax Expense

For the three and nine months ended September 30, 2015, Income tax expense increased $41.3 million and
decreased $16.2 million, respectively, compared to the same periods in the prior year, primarily due to the
application of an estimated annual Effective Tax Rate (ETR) approach in accordance with ASC 740-270, Interim
Reporting. The ETR for 2015 is estimated to be 30.8% as compared to the estimated ETR applied to the prior year
period of (42.3)%. The primary factor impacting the 2014 ETR was the non-deductible goodwill impairment
recorded in the first quarter of 2014. There were several adjustments recorded in 2015 that also contributed to the
overall decrease in tax expense in the nine month period, the most significant of which were the tax effects due to
the sale of MC Squared of $5.6 million and an anticipated refund of $2.2 million from the IRS for the filing of an
amended 2011 predecessor fax return for the inclusion of the domestic manufacturing deduction.

RESULTS OF OPERATIONS BY SEGMENT - DPL

DPL’s two segments are the Utility segment, comprised of its DP&L subsidiary, and the Competitive Retail
segment, comprised of its competitive retail electric service subsidiaries. These segments are discussed further
below:;

Utility Segment
The Utility segment is comprised of DP&L’s electric generation, transmission and distribution businesses which

generate and distribute electricity to residential, commercial, indusirial and governmental customers. DP&L
generates electricity at five coal-fired power plants and distributes electricity to more than 515,000 retail customers
who are located in a 6,000 square mile area of west central Ohio. During 2015, DP&L is required to source 60% of
the generation for its SSO customers through a competitive bid process, followed by 100% beginning in 2016. By
PUCO order, DP&L is required to divest its generation assets by January 1, 2017. DP&L also sells electricity to
DPLER and any excess energy and capacity is sold intc the wholesale market. DP&L’s transmission 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.

Competitive Retail Segment
The Competitive Retail segment was comprised of the DPLER and MC Squared competitive retail electric service

businesses which sell retail electric energy under contract to residential, commercial, industrial and governmental
customers who have selected DPLER or MC Squared as their alternative electric supplier. On April 1, 2015,
DPLER closed on the sale of MC Squared. MC Squared, a Chicago-based retail electricity supplier, served more
than 116,000 customers in Northern lllinocis while it was owned by DPLER. As of September 30, 2015, the
Competitive Retail segment sold electricity to approximately 128,000 customers currently located throughout Ohio.
The Competitive Retail segment's electric energy used to meet its sales obligations was purchased from DP&L.
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DP&.L sells power to DPLER and sold power to MC Squared under wholesale agreements. Under these
agreements, intercompany sales from DP&L to DPLER (and previously to MC Squared) are based on fixed-price
contracts for each DPLER contract. The price approximates market prices for wholesale power af the inception of
each customer’s contract. The operations of the Competitive Retail segment are not subject to cost-of-service rate
requlation by federal or state regulators.

Other

Included within Other are businesses that do not meet the GAAP requirements for separate disclosure as
reportable segments as well as certain corporate costs, which include amortization of intangibles recognized in
conjunction with the Merger and interest expense on DPL’s debt.

Management primarily evaluates segment performance based on gross margin.

See Note 11 of Notes to DPL’s Condensed Consolidated Financial Statements for further discussion of DPL’s
reportable segments.

The following tables presents DPL's gross margin by business segment:

Three months ended
September 30, Increase /
2015 2014 (Decrease

oy

Competitive Retail

' Adjustnts and eliminations
fotalconsonaated

Nine months ended
September 30, Increase /
2015

Competitive Retail

The financial condition, results of operations and cash flows of the Utility segment are identical in all material
respects, and for both periods presented, to those of DP&L which are included in this Form 10-Q. We do not
believe that additional discussions of the financial condition and results of operations of the Utility segment would
enhance an understanding of this business since these discussions are already included under the DP&L
discussions following.
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income Statement Highlights — Competitive Retail Segment

Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

Revenues:

RTQ and other —
Cost of revenues

|ncome tax ex ensel (benef t) )
Nefiilicome:

G menines & plieanEEs of

(a) For purposes of discussing operating results, we present and discuss gross margins. This format is useful to investors because it
allows analysis and comparability of operating trends and inciudes the same information used by management to make decisions
regarding our financial performance.

Competitive Retail Segment — Revenue

For the three months ended September 30, 2015, the segment's retall revenues decreased $64.3 million, or 46%,
compared to the same period in the prior year, primarily due to the sale of MC Squared on April 1, 2015, which had
sales of $35.8 million in the three months ended Sepiember 30, 2014, as well as decreased customer contract
renewals in Ohio markets. The Competitive Retail segment sold approximately 1,391 million kWh of power to
approximately 128,000 customers for the three months ended September 30, 2015 compared to approximately
2,498 million kwh (which included 571 million kWh for MC Squared) of power to more than 274,000 customers
(which included approximately 117,000 MC Squared customers} during the same period of the prior year.

For the nine months ended September 30, 2015, the segment’s retail revenues decreased $140.4 million, or 34%,
compared to the same period in the prior year, primarily due to decreased customer contract renewals in Ohio and
the sale of MC Squared on Agpril 1, 2015, which had sales of $64.5 million in the six months ended September 30,
2014, In addition there were weather related volume decreases. The Competitive Retail segment sold
approximately 4,762 million kWh (which included 500 million kWh for MC Squared) of power to approximately
128,000 customers for the nine months ended September 30, 2015 compared to approximately 7,614 million kWwh
{which included 1,728 million kWh for MC Squared) of power to more than 274,000 customers {which included
approximately 117,000 MC Squared customers) customers during the same period of the prior year.

Competitive Retail Segment — Purchased Power

For the three months ended September 30, 2015, the segment’s purchased power decreased $62.1 million, or
48%, compared to the same period in the prior year primarily due to the sale of MC Squared and a loss of DPLER
customers hoth within and cutside of DP&L’s service territory. The Competitive Retail segment’s electric energy
used to meet its sales obligations was purchased from DP&L.

For the nine months ended September 30, 2015, the segment’s purchased power decreased $133.0 million, or
35%, compared to the same period in the prior year primarily due fo the sale of MC Squared.
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Competitive Retail Segment — Operation and Maintenance

For both the three and nine months ended September 30, 2015, DPLER'’s operation and maintenance expenses
decreased compared to the same period in the prior year, primarily due to decreased marketing and sales expense,
as well as the sale of MC Squared.

Competitive Retail Segment — Income Tax Expense
For the three months ended sep, the segment's income tax expense did not change significantly from the same
period in the prior year.

For the nine months ended September 30, 2015, the segment's income tax expense decreased $4.7 million
compared to the same period in the prior year primarily due to the discrete adjustment for the sale of MC Squared
in the amount of $5.6 million. This decrease is partially offset by an increase to expense due o higher pre-tax
income.
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RESULTS OF OPERATIONS — DP&L

Income Statement Highlights — DP&L

Three months ended Nine months ended
September 30, September 30,
$ in millions 2015 2014 2015 2014

(@) For purposes of discussing operating results, we present and discuss gross margins. This format is useful {o investors because it
allows analysis and comparability of operating trends and includes the same information used by management to make decisions
regarding our financiai performance.

DP&.L - Revenues

Retail customers, especially residential and commercial customers, consume more electricity on warmer and colder
days. Therefore, DP&L's retail sales volume is impacted by the number of heating and cooling degree days
occurring during a year. Since DP&L plans to utilize its internal generating capacity to supply its retail customers’
needs first, increases in retail demand wil! decrease the volume of internal generation available to be scld in the
wholesale market and vice versa.

The wholesale market covers a muiti-state area and setiles on an hourly basis throughout the year. Factors
impacting DP&L’s wholesale sales volume each hour throughout the year include: wholesale market prices,
DP&L’s retail demand and retail demand elsewhere throughout the entire wholesale market area, DP&L and non-
DP&L plants’ availability to sell into the wholesale market and weather conditions across the muiti-state region.
DP&L’s plan is to make wholesale sales when market prices allow for the economic operation of its generation
facilities that are not being utilized to meet its retail demand.
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The foliowing table provides a summary of changes in revenues from the prior period:

Three months Nine months
ended ended
September 30, September 30,
$ in millions 2015 v 2014 2015 v 2014

RTO capacity and other revenues _ {5.0) 26.5_

Total revenues change $ {65.7) §$ — (49)

Faor the three months ended September 30, 2015, Revenues decreased $85.7 million to $389.2 million from $454.9
million in the same period in the prior year. The changes in the components of revenue are discussed below:

+ Retail revenues decreased $8.6 million as a result of a price decrease of $17.3 million due to higher
recovery of transmission costs in the prior year and a decrease in the 2015 USF program recovery rate
combined with lower retail revenue for SSO customers as the competitive auction rate, which represents
60% of our SSO load in 2015 compared to 10% in 2014, is lower than our non-auction generation rate.
These decreases were partially offset by a price increase driven by recovery of deferred storm costs in
2015, The overall price decrease was partially offset by a volume increase of $9.1 million driven by
weather.

«  Wholesale revenues decreased $52.1 million, $39.5 million primarily due to a decrease in volume driven by
decreased intercompany sales to DPLER, as a result of the sale of MC Squared and decreased customers
in 2015 compared to the same pericd in 2014 and an 18% decrease in net generation from DP&L’s co-
owned and operated plants due to the 2014 sale of East Bend, the closing of Beckjord and increased
unplanned outages. These decreases were partially offset by increased sales resulting from 80% of SSO
load being served through the competitive bid process compared to 10% during 2014 aliowing excess
generation to be sold in the wholesale market. in addition, there was a $12.6 million decrease due to price.

» RTO capacity and other revenues, consisting primarily of compensation for use of DP&L’s transmission
assets, regulation services, reactive supply and operating reserves, and capacity payments under the RPM
construct, decreased $5.0 million. This decrease was primarily the result of a $3.8 million decrease in
revenues from the PJM capacity auction due to lower overall capacity as a result of the 2014 sale of East
Bend and the closing of Beckjord, as well as lower commercial availability due to unplanned outages as
noted above. This was partially offset by increased capacity prices as the per megawatt capacity prices
that became effective in June 2015 were $136/day, compared to $126/day in June 2014.

For the nine months ended September 30, 2015, Revenues decreased $49.9 million to $1,202.6 million from
$1,252.5 million in the same period in the prior year. The changes in the components of revenue are discussed
beilow:

* Retail revenues decreased $25.0 million primarily due to lower retail prices due fo higher recovery of

transmission costs in the prior year and a decrease in the 2015 USF program recovery rate combined with
decreased retail revenue for SSO customers as the competitive auction rate, which represents 60% of our
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SS0O load in 2015 compared to 10% in 2014, is lower than our non-auction generation rate. These
decreases were partially offset by a price increase driven by recovery of deferred storm costs in 2015.

Wholesale revenues decreased $51.4 million due to a $66.8 million decrease in volume, partially offset by a
favorable price variance of $15.4 million. The decrease in volume is driven by decreased intercompany
sales to DPLER and a 17% decrease in net generation from PDP&L’s co-owned and operated plants
primarily due to the 2014 sale of East Bend and the closing of Beckjord as well as increased unplanned
outages, partially offset by increased sales resulting from 60% of SSO load being served through the
competitive bid process compared to 10% during 2014 allowing excess generation to be sold in the
wholesale market. The year over year price increase is a result of the impact of realized derivative losses
in 2014 largely due fo extreme weather during January 0f 2014.

RTO capacity and other revenues, consisting primarily of compensation for use of DP&L’s transmission
assets, regulation services, reactive suppiy and operaling reserves, and capacity payments under the RPM
construct, increased $26.5 million. This increase was primarily the result of a $36.6 million increase in
revenues realized from the PJM capacity auction offset by a $9.8 million decrease in RTQ fransmission and
congestion revenue, as 2014 congestion revenue charges were higher due to extreme weather. The per
megawatt capacity prices for the PJM base residual auction for the 2015-2016 delivery year that became
effective in June of 2015 were $136/day, compared to $126/day in June of 2014 and $28/day per day in
June of 2013.

DP&L - Cost of Revenues
For the three months ended September 30, 2015, Cost of Revenues decreased $25.4 million, or 11%, compared to
the same period in the prior year;

Net fuel costs, which include coal, gas, oil and emission allowance costs, decreased $15.5 million, or 18%,
primarily due to an 18% decrease in internal generation at our plants.

Net purchased power decreased $9.9 million, or 6%, due largely to a $4.3 million volume decrease
attributable to decreased power purchased to seli to DPLER, as a result of the sale of MC Squared and
decreased customers in 2015 compared to the same period in the prior year, partially offset by volume
increases driven by increased power purchased to source our SSO load through the competitive bid
process. |n addition, other RTO charges decreased $13.5 million and RTO capacity charges decreased
$4.0 million driven by our decreased load obligations for retail customers in 2015, partially offset by a $7.3
million PJM penalty accrual associated with iow plant availability in 2015 and higher RTO capacity prices.
These decreases were partially offset by an $11.1 million increase due to higher average prices compared
to the same period in 2014 and & slight increase in net MTM losses. As noted above, RTO capacity prices
are set by an annual auction. RTO charges are incurred as 2 member of PJM and include costs associated
with our load obligations for retail customers. We purchase power for our S50 load sourced through the
competitive bid process and to satisfy retail sales volume when generating facilities are not available due to
planned and unplanned outages, when market prices are below the marginal costs associated with our
generating facilities, or to meet high customer demand.

For the nine months ended September 30, 2015, Cost of Revenues decreased $43.5 million, or 6%, compared to
the same period in the prior year:

Net fuel costs, which include coal, gas, oil and emission allowance costs, decreased $38.5 million, or 17%, '
primarily due to a 17% decrease in internal generation at cur plants.

Net purchased power decreased $5.0 million, or 1%, due largely to a $46.2 million decrease in other RTO
charges and a $2.6 million decrease in net MTM losses. These decreases were partially offset by a $20.3
million increase in purchased power, due to a $21.9 million price increase, partiafly offset by a $1.6 miillion
volume decrease, and increased RTO capacity charges of $23.5 miillion driven by a $7.3 million PJM
penalty accrual associated with low piant availability in 2015 and higher RTO capacity prices, partially offset
by decreased load obligations for retail customers in 2015. As noted above, RTO capacity prices are set by
an annual auction. RTO charges are incurred as a member of PJM and include costs associated with our
ioad obligations for retail customers. We purchase power for our SSO load sourced through the
competitive bid process and to satisfy retail sales volume when generating facilities are not available due to
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planned and unplanned outages, when market prices are helow the marginal costs associated with our
generating facilities, or to meet high customer demand.

DP&L - Operation and Maintenance
The following table provides a summary of changes in Operation and maintenance expense from the prior year
periods:

Three months Nine months
ended ended
September 30, September 30,
$ in millions 2015 v 2014 2015 v 2014

T‘raﬁa"rr@ﬂawmmist” s A ool
Qther, net 2.2 1.4

(a) Thereis a corresponding offset in Revenues associated with these programs.

For the three months ended September 30, 2015, Operation and maintenance expense increased $8.6 million,
compared to the same period in the prior year. This variance was primarily the result of:

« increased expenses for the alternative energy and energy efficiency programs,

» increased costs associated with our retirement benefits plan,

+ increased maintenance of overhead transmission and distribution lines primarily due to storms in the third
guarter of 2015, and

+ increased storm costs, which were previously deferred but are now being recognized as they are recovered
through customer rates.

These increases were partially offset by:
+ decreased expenses for the low-income payment program which is funded by the USF revenue rate rider.

For the nine months ended September 30, 2016, Operation and maintenance expense decreased $4.3 million,
compared to the same period in the prior year. This variance was primarily the result of:

« decreased expenses for the low-income payment program which is funded by the USF revenue rate rider,

+ decreased costs associated with our retirement benefits plan,

« and decreased mainienance of overhead transmission and distribution lines primarily due to storms in the
first quarter of 2014.

These decreases were partially offset by:
+ increased expenses for the alternative energy and energy efficiency programs, and
+ increased storm costs, which were previously deferred but are now being recognized as they are recovered
through customer rates.

DP&.L - Depreciation and Amortization

For the three months ended September 30, 2015, Depreciation and amortization expense decreased $1.8 million
compared to the same period in the prior year primarily due to the sale of the East Bend Plant and the retirement of
the Beckjord Plant, partially offset by increased depreciation associated with increased ARO assets and net plant
additions.

For the nine months ended September 30, 2015, Depreciation and amortization expense decreased $4.7 million
compared to the same period in the prior year primarily due to the sale of the East Bend Plant and the retirement of
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the Beckjord Plant, partiaily offset by increased depreciation associated with increased ARO assets and net plant
additions.

DP&L — General Taxes
For the three months ended September 30, 2015, General taxes did not change significantly from the same period
in the prior year.

For the nine months ended September 30, 2015, General taxes decreased $2.1 million compared to the same
period in the prior year. The decrease was primarily due to a 2014 adjustment to the 2013 estimated property tax
liability to adjust estimates to actual payments made in 2014 partially offset by higher property tax accruals for 2015
compared to the prior year.

DP&L — Interest Expense

Interest expense during the three months ended September 30, 2015 decreased $2.5 million compared to the same
period in the prior year. This was primarily driven by debt prepayments and the refinancing of certain debt as weil
as the timing of deferrals and recoveries of carrying charges on DP&L'’s regulatory riders. Deferrals of carrying
charges are recorded as a decrease to interest expense, while recoveries are recorded as an increase to interest
expense.

Interest expense during the nine months ended September 30, 2015 decreased $0.9 million compared to the same
period in the prior year. This was primarily driven by debt prepayments and the refinancing of certain debt as well
as the timing of deferrals and recoveries of carrying charges on DP&L’s reguiatory riders.

DP&L - Income Tax Expense

For the three months ended September 30, 2015, Income tax expense decreased $12.3 miillion compared to the
same period in the prior year primarily due to fower pre-tax income in 2015 and an anticipated refund from the IRS
for the filing of an amended 2011 predecessor tax return to include the domestic manufacturing deduction. Partiaily
offsetting the decrease is the 2014 adjustment to the tax reserves which did not occur in 2015.

For the nine months ended September 30, 2015, Income tax expense increased $1.9 million compared to the same
period in the prior year primarily due to a 2014 adjustment to the tax reserves which did not occur in 2015, Partially
offsetting the 2014 adjustment is the anticipated refund from the IRS for the filing of an amended 2011 predecessor
tax return to include the domestic manufacturing deduction.
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FINANCIAL CONDITION, LIQUIDITY AND CAPITAL REQUIREMENTS

DPL’s financial condition, liquidity and capital requirements include the results of its principal subsidiary DP&L. All
material intercempany accounts and transactions have been eliminated in consolidation.

The significant items that have affected the cash flows for DPL and DP&L are discussed in greater detail below:

Net cash from operating activities

The revenue from our utility business continues to be the principal source of cash from operating activities while our
primary uses of cash include payments for fuel, purchased power, operation and maintenance expenses, interest
and taxes. For the nine months ended September 30, 2015, net cash from operating activities increased $86.0
miltion compared to the net cash from operating activities for the nine months ended September 30, 2014 and was
primarily driven by higher net income adjusted for depreciation and amortization, the impact of deferred income
taxes, 2014 impairments, increased supplier security deposits related to the competitive bid process and the timing
of collections year over year.

Net cash from investing activities

Capital expenditures, primarily related to transmission and distribution continue to be our principal use of cash
related to investing activities. For the nine months ended September 30, 2015, there was a $3.9 million decrease in
net cash used by investing activities compared to the nine months ended September 30, 2014, primarily driven by
the change in restricted cash year over year and less purchases of renewable energy credits in 2015, partially offset
by increased capital expenditures in 2015.

Net cash from financing activities

During the nine months ended September 30, 2015, DPL issued $125 0 million of long-term debt and paid $160.0
million of long-term debt related to the refinancing of its term locan. DP&L issued $200.0 million of long-term debt
and paid $314.5 million for the retirement of long-term debt. In addition, DP&L borrowed $50.0 million from its
revolving credit facilities and repaid $40.0 million, and paid dividends on its preferred stock and on its common
stock to its parent, DPL.

During the nine months ended September 30, 2014, DPL borrowed and repaid $115.0 million to revolving credit
facilities and also repaid $30.0 million on its term loan. In addition, DP&L borrowed and subsequently repaid $15.0
million from DPL and paid dividends and preferred stock fo its parent, DPL.

Liquidity

We expect our existing sources of liquidity to remain sufficient to meet our anticipated operating needs. Our
business is capital intensive, requiring significant resources to fund operating expenses, construction expenditures,
scheduled debt maturities and carrying costs, potential margin requirements related to energy hedges and dividend
payments. In 2015 and subsequent years, we expect to satisfy these requirements with a combination of cash from
operations and funds from debt financing as internal liquidity needs and market conditions warrant. We also expect
that the borrowing capacity under bank credit facilities will continue to be available to us to manage working capital
requirements during these pericds.

At the filing date of this quarterly report on Form 10-Q, DP&L. and DPL have access to the following revolving credit .
facilities:

Amounts
available as of
$in mllllons Type IVIaturity Commitment filing date

DP&L has an unsecured revolving credit agreement with a syndicated bank group. Prior to refinancing the facility
on July 31, 2015, as discussed below, this facility had a $300.0 million borrowing limit, a five-year term expiring on
May 10, 2018, a $100.0 million letter of credit sublimit and a feature that provided DP&L the ability to increase the
size of the facility by an additional $100.0 million.
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On July 31, 2015, DP&L refinanced its revolving credit facility, reducing the total size from $300.0 million to $175.0
million, with a $50.0 million letter of credit sublimit and a feature that provides DP&L the ability to increase the size
of the facility by an additional $100.0 million, and extending the life of the facility from May 2018 to July 2020. At
September 30, 2015, DP&L had drawn $10.0 million under this faciity and had two letters of credit in the amount of
$1.4 million outstanding, with the remaining $163.6 million available to DP&L. Fees associated with this letter of
credit facility were not material during the nine months ended September 30, 2015 or 2014.

DPL has a revolving credit facility. This facilify has a letter of credit sublimit and a feature that provides DPL the
ability to increase the size of the facility. Prior to refinancing the facility on July 31, 2015, as discussed below, this
facility was unsecured and had a borrowing limit of $100.0 million with a $100.0 million letter of credit sublimit, was
able to be increased in size by DPL by an additionai $50.0 million and had a five year term expiring on May 10,
2018; with a springing maturity, meaning that if DPL had not refinanced its senior unsecured bonds due October
2016 before July 15, 2016, then the maturity of this facility would have been July 15, 2016.

On July 31, 2015, DPL refinanced its revolving credit facility, increasing the total size from $100.0 million to $205.0
million, with a $200.0 million letter of credit sublimit and a feature that provides DPL the ability to increase the size
of the facility by an additional $95.0 million This facility is secured by a pledge of common stock that DPL owns in
DP&L, limited to the amount permitted to be pledged under certain indentures dated October 3, 2011 and October
8, 2014 between DPL and Wells Fargo Bank, NA and U.S. Bank National Association, respectively, as Trustee and
a limited recourse guarantee by DPLE secured by assets of DPLE. On October 29, 2015, DPL further secured the
credit facility through a leasehold mortgage on additional assets of DPLE. The refinancing extended the life of the
facility from May 2018 to July 2020. DPL's new credit facility has a springing maturity feature providing that if,
before July 1, 2019, DPL has not refinanced its senior unsecured bonds due October 2019 to have a maturity date
that is at least six months later than July 31, 2020, then the maturity of this facility shall be July 1, 2019.

Cash and cash equivalents for DPL and DP&L amounted to $43.0 million and $10.7 million, respectively, at
September 30, 2015. At that date, neither DPL nor DP&L had any short-term investments that were not inciuded in
cash and cash equivalents.

Capital Requirements

Planned construction additions for 2015 relate primarily to hew investments in and upgrades to DP&L’s power plant
equipment and transmission and distribution system. Capital projects are subject to continuing review and are
revised in light of changes in financial and economic conditions, load forecasts, legislative and regulatory
developments and changing environmental standards, among other factors.

DPL is projecting to spend an estimated $469.0 million in capital projects for the period 2015 through 2017, of
which $383.0 million is projected to be spent by DP&L. DP&L is subject to the mandatory reliability standards of
NERC and Reliability First Corporation (RFC), cne of the eight NERC regions of which DP&L is 2 mémber. DP&L
anticipates spending approximately $6.8 million within the next five years to reinforce its 138 kV system to comply
with NERC standards. Our ability to complete capital projects and the reliability of future service will be affected by
our financial condition, the availability of internal funds and the reasonable cost of external funds. We expect to
finance our construction additions with a combination of cash on hand, short-term financing, long-term debt and
cash flows from operations.

Debt Covenants

The DPL revolving credit facility and the DPL term loan agreement have a Total Debt to EBITDA ratio that will be
calculated, at the end of each fiscal quarter, by dividing total debt at the end of the current quarter by consolidated
EBITDA for the four prior fiscal quarters. The ratio in the agreements is not to exceed 7.25 to 1.00 for any fiscal
quarter ending September 30, 2015 through December 31, 2018; it then steps down fo not exceed 6.25 to 1.00 for
any fiscal quarter ending March 31, 2019 through December 31, 2019; and it then steps down not to exceed 5.75 to
1.00 for any fiscal quarter ending March 31, 2020 through July 31, 2020. As of September 30, 2015, the financial
covenant was met with a ratio of 5.13 to 1.00.

The DPL revolving credit facility and the DPL term loan agreement also have an EBITDA to Interest Expense ratio
that is calculated at the end of each fiscal quarter by dividing consolidated EBITDA for the four prior fiscal quarters
by the consolidated interest charges for the same period. The ratio, per the agreements, is to be not less than 2.10
to 1.00 for any fiscal quarter ending September 30, 2015 through December 31, 2018; it then steps up to be not
less than 2.25 to 1.00 for any fiscal quarter ending March 31, 2019 through July 31, 2020. As of September 30,
2015, this financial covenant was met with a ratio of 3.31 to 1.00.
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DP&L’s revolving credit facility has two financial covenants. Prior to the date of completion of the separation of
DP&.L’s generation assets from its transmission and distribution assets, DP&L’s Total Debt to Total Capitalization
may not be greater than 0.65 to 1.00 at any time; and, on and after the date of compiletion of the separation of
DP&L’s generation assets from its transmission and distribution assets, DP&L’s Total debt to Total Capitalization
may not be greater than 0.75 to 1.00 at any time, except that required compliance with this financial covenant shall
be suspended if DP&L maintains a rating of BBB- (or in the case of Moody's Baa3) or higher with a stable outiook
from at least one of Fitch Investors Service Inc., Standard & Poor’s Ratings Services or Moody'’s Investors Service,
Inc., as determined in accordance with the terms of the revolving credit facility. As of September 30, 2015, DP&L
met this financial covenant with a ratio of 0.39 to 1.00. This covenant is calculated as the sum of DP&L’s current
and long-term portion of debt, divided by the total of DP&L’s shareholder’s equity and total debt. The above
covenant was retained in DP&L’s revolving credit facility refinanced on July 31, 2015, and was modified only such
that this covenant shall also be suspended between January 1, 2017 and December 31, 2017, if during this same
time DP&L’s long-term indebtedness (as determined hy the PUCO) is less than or equal to $750.0 million.

The DP&L revolving credit facility also has an EBITDA to Interest Expense financial covenant that will be calculated
at the end of each fiscal quarter, by dividing EBITDA for the four prior fiscal quarters by the interest charges for the
same period. Both prior to and after completion of the separation of DP&L’s generation assets from its transmission
and distribution assets, DP&L’s EBITDA to Interest Expense cannot be less than 2.50 to 1.00. As of September 30,
2015, this covenant was met with a ratio of 10.83 to 1.00.

Debt and Credit Ratings
The following table presents the debt ratings and outlook for DPL and DP&L, along with the effective dates of each
rating.

DPL DP&L Qutlook Effective

Mody's nvestor Service, Inc. 7
Sencki & Peers Firrckl Senfeas LHe

The following table presents the credit ratings (issuerfcorporate rating) and outicok for DPL and DP&L, along with
the effective dates of each rating.

DPL DP&L Outlook Effective

S

Sendei & Poors el Serirg g

(a) Rating relates to DPL's Senior secured debt.

(b} Rating relates to DPL"s Senior unsecured debt.

(¢) Rating relates to DP&L’'s Senior secured debt.

(d) DPL ratings were updated in August 2015; DP&L ratings have not been updated since September 2014,

If the rating agencies were to reduce our debt or credit ratings, our borrowing costs may increase, our potential pool
of investors and funding resources may be reduced, and we may be required to post additional collateral under
selected contracts. These events may have an adverse effect on our results of operations, financial condition and
cash flows. In addition, any such reduction in our debt or credit ratings may adversely affect the trading price of our
outstanding debt securities.

Off-Balance Sheet Arrangements

For information on guarantees, commercial commitments, and contractual obligations, see Note 10 of Notes to
DPL’s Condensed Consolidated Financial Statements and Note 11 of Notes to DP&L’s Condensed Financial
Staterments,
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Market Risk

We are subject to certain market risks including, but not limited to, changes in commeodity prices for electricity, coal,
environmental emissions and gas, changes in capacity prices and fluctuations in interest rates. We use various
market risk sensitive instruments, including derivative contracts, primarily to limit our exposure to fluctuations in
commodity pricing. Qur Commodity Risk Management Committee (CRMC), comprised of mernbers of senior
management, is responsible for establishing risk management policies and the monitoring and reporting of risk
exposures relating to our generation units. The CRMC meets on a regular basis with the objective of identifying,
assessing and quantifying material risk issues and developing strategies to manage these risks.

Commadity Pricing Risk

Commodity pricing risk exposure includes the impacts of weather, market demand, increased competition and other
economic conditions. To manage the volatility relating to these exposures at our DP&L-operated generation units,
we use a variety of non-derivative and derivative instruments including forward contracts and futures contracts.
These instruments are used principally for economic hedging purposes and none are held for trading purposes.
Derivatives that fall within the scope of derivative accounting under GAAP must be recorded at their fair value and
marked to market unless they qualify for cash flow hedge accounting. MTM gains and losses on derivative
instruments that qualify for cash flow hedge accounting are deferred in AOCI until the forecasted transactions occur.
We adjust the derivative instruments that do not qualify for cash flow hedging to fair value on a monthly basis
through the Statement of Operations or, where applicable, we recognize a corresponding Regulatory asset for
above-market costs or a Regulatory liability for below-market costs in accordance with regulatory accounting under
GAAP.

The coal market has increasingly been influenced by both international and domestic supply and consumption,
making the price of coal more volatile than in the past, and while we have substantially all of the total expected coal
volume needed to meet our retail and firm wholesale sales requirements for 2015 under contract; sales
requirements may change. The majority of the contracted coal is purchased at fixed prices. Some contracts provide
for periodic adjustments. Fuel costs are affected by changes in volume and price and are driven by a number of
variables including weather, the wholesale market price of power, certain provisions in coal confracts related o
government imposed costs, counterparty performance and credit, scheduled outages and generation plant mix. To
the extent we are not able to recover increases through our fuel and purchased power recovery rider that began in
January 2010, our results of operations, financial condition or cash flows could be materially affected.

For purposes of potential risk analysis, we use a sensitivity analysis to quantify potential impacts of market rate
changes on the statements of results of operations. The sensitivity analysis represents hypaothetical changes in
market vaiues that may or may not occur in the future,

Commodity Derivatives

To minimize the risk of fluctuations in the market price of commodities, such as coal, power and heating cii, we may
enter into commaodity-forward and futures contracts to effectively hedge the cost/revenues of the commodity.
Maturity dates of the contracts are scheduled {o coincide with market purchases/sales of the commodity. Cash
proceeds or payments between the counter-party and us at maturity of the contracts are recognized as an
adjustment to the cost of the commodity purchased or sold. We generally do not enter into forward contracts
beyond thirty-six months.

A 10% increase or decrease in the market price of our FTRs at September 30, 2015 would not have a significant
effect on Net income.

At September 30, 2015, a 10% increase or decrease in the market price of our forward power purchase contracts
would resuit in an impact on unrealized gains/losses of $12.3 million, while a 10% increase or decrease in the
market price of our forward power sale contracts would result in an impact on unrealized gainsflosses of $4.0
million.
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Wholesale Revenues

Energy in excess of the needs of existing retail customers and contracted obligations is soid in the wholesale spot
market when we can identify opportunities with positive margins. DP&L’s electric revenues in the wholesale market
are reduced for sales to DPLER. The following table presents the percentages of DPL’s and DP&L’s electric
revenue derived from wholeszle sales

DPL Three months ended Nine months ended
September 30, September 30,
015

DP&L Three months ended Nine months ended
September 30, September 30,

201 2014 2015 201

The following table presents the effect on annual Net income (net of estimated income taxes at 35%) as of
September 30, 2015, of a hypothetical increase or decrease of 10% in the price per MWh of wholesale power
(DP&L’s electric revenues in the wholesale market are reduced for sales to DPLER), including the impact of a
corresponding 10% change in the portion of purchased power used as part of the sale (note that the share of the
internal generation used to meet the DPLER wholesale sale would not be affected by the 10% change in wholesale
prices):

$ in millions - - DL

ok

Capacity Revenues and Costs
As a member of PJM, DP&L receives revenues from the RTO related to its transmission and generation assets and

incurs costs associated with its load obligations for retail customers. PJM, which has a delivery year that runs from
June 1 to May 31, has conducted auctions for capacity through the delivery year. The clearing prices for capacity
during the PJM delivery periods from 2014/15 through 2018/19 are as follows:

PJM Delivery Year

@mwday) 2014715 2015/16 2016/17 201718 2018119 _

Our computed average capacity prices by calendar year are reflected in the foliowing table:

Calendar Year
2016

($/MW-day) 2014

2015
Copied Avsieae ciast pies . s

2017 2018

The above tables reflect the capacity prices after the transitional auctions discussed earlier. Substantially all of
DP&L's capacity cleared in the CP auction. The resulis of these auctions couid have a significant effect on DP&L's
revenues in the future.

Future RPM auction results are dependent on a number of factors, which include the overall supply and demand of
generation and load, other state fegislation or regulation, transmission congestion and PJM’s RPM business rules.
The volatility in the RPM capacity auction pricing has had and will continue to have a significant impact on DPL’s
capacity revenues and costs. RPM costs and revenues associated with the DP&L portion of the SSO supply are
included in the RPM rider which will be phased cut as a result of SSO load being served via 100% competitive bid
beginning January 2018. As discussed above, the FERC approved a proposal made by PJM to implement a new
CP program. The FERC’s conditions on approval include requiring PJM to make additional filings to change certain
energy market rules to coordinate better with the new CP program and to make annual filings on the CP
performance hours used in its calculations.
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The following table provides estimates of the effect on annual Net income (net of estimated income taxes at 35%)
as of September 30, 2015 of a hypothetical increase or decrease of $10/MW-day in the RPM auction price. The
table shows the impact resulting from capacity revenue changes, using the percent of SSO customers as of the
balance sheet date and the percentage of our supply we are required to source through auction. We did not include
the impact of a change in the RPM capacity costs since these costs will either be recovered through the RPM rider
for SSO retail customers or recovered through the development of our overall energy pricing for customers who do
not fall under the SSO.

Capacity revenues and costs are also impacted by, among other factors, the levels of customer switching, our
generation capagity, the levels of wholesale revenues and our retail customer load. In determining the capacity
price sensitivity above, we did not consider the impact that may arise from the variability of these other factors.

Fuel and Purchased Power Costs

DPL’s and DP&L’s fuel (including coal, gas, cil and emission allowances) and purchased power costs as a
percentage of total operating costs in the nine months ended September 30, 2015 were 43% and 44%, respectively.
We have a significant portion of projected 2015 fuel needs under coniract. The majority of our contracted coal is
purchased at fixed prices although some contracts provide for periodic pricing adjustments. We may purchase SO,
allowances for 2015, however, the exact consumption of SO; allowances will depend on market prices for power,
availability of our generation units and the actual sulfur content of the coal burned. We may purchase some NOx
allowances for 2015 depending on NOx emissions. Fuel costs are affected by changes in volume and price and are
driven by a number of variables including weather, reliability of coal deliveries, scheduled outages and generation
plant mix.

Purchased power costs depend, in part, upon the timing and extent of planned and unplanned outages of our
generating capacity. We will purchase power on a discretionary basis when wholesale market conditions provide
opportunities to obtain power at a cost below our internal generation costs.

Effective January 1, 2010, DP&L was allowed to recover its SSO retail customers’ share of fuel and purchased
power costs as part of the fuel rider approved by the PUCQ. As a result of customer switching and 60% of our SSO
load being sourced through a competitive bid auction, less of DP&L'’s fuel costs are recoverable from retail
customers. Beginning January 1, 2016, 100% of the SSO will be sourced through a competitive bid, therefore at
that time the fuel rider will be phased out.

The following table provides the effect on annual Net income {net of estimated income taxes at 35%) using the
estimated SSO share of costs as of September 30, 2015 and the current 60% of SSO load sourced through the
competitive bid auction, of a hypothetical increase or decrease of 10% in the prices of fuel and purchased power:
$ in millions - . DPL .

Interest Rate Risk

As a result of our normal investing and borrowing activities, our financial resuits are exposed to fluctuations in
interest rates which we manage through our regular financing activities. We maintain both cash on deposit and
investments in cash equivalents that may be affected by adverse interest rate fluctuations. DPL and DP&L have
both fixed-rate and variable-rate long-term debt. DPL's variable-rate debf consists of a $125.0 million term loan
with a syndicated bank group. The term loan interest rate fluctuates with changes in an underlying interest rate
index, typically LIBOR. DP&L'’s variable-rate debt is comprised of bank held pollution contrcl bonds. The variable-
rate bonds bear interest based on an underlying interest rate index, typically LIBOR. Market indexes can be
affected by market demand, supply, market interest rates and other economic conditions. See Note 5 of Notes to
DPL’s Condensed Consolidated Financial Statements and Note 5 of Notes to DP&L's Condensed Financial
Statements.

In the past, DPL partially hedged against interest rate fluctuations by entering into interest rate swap agreements to
limit the interest rate exposure on the underlying financing activities. As of September 30, 2015, DPL has settled all
outstanding interest rate swaps. Any additional credit rating downgrades could affect our liquidity and further
increase our cost of capital.
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Principal Payments and Interest Rate Detail by Contractual Maturity Date

The carrying value of DPL’s debt was $2,009.4 million at September 30, 20185, consisting of DPL’s unsecured notes
and unsecured term loan, along with DP&L’s first mortgage bonds, tax-exempt pollution control bonds and the
Wright-Patterson Air Force Base note. All of DPL’s debt was adjusted to fair value at the date of the Merger. The
fair value of this debt at September 30, 2015 was $2,033.7 million, based on current market prices or discounted
cash flows using current rates for similar issues with similar ferms and remaining maturities. The following table
provides information about DPL’s debt obligations, subsequent to the refinancing discussed above, that are
sensitive to interest rate changes:

DPL
Principal payments due At September 30,
during the twelve months ending 2015
September 30, Principal Fair
$ in ITII"IOI'IS 2016 2017 2018 2019 2020 Thereafter Amount Value

erae mtest rate 19%  65%  42%  42% 67% 6.9%

(a) Based on rates in effect at September 30, 2016

The carrying value of DP&L’s debt was $762.9 million at September 30, 2015, consisting of its first mortgage
bonds, tax-exempt pollution control bonds and the Wright-Patterson Air Force Base note. The fair value of this debt
was $764.3 million, based on current market prices or discounted cash flows using current rates for similar issues
with similar terms and remaining maturities. The following table provides information about DP&L’s debt
obligations, subsequent to the refinancing discussed in the "Financial Condition, Liquidity and Capital
Requirements” section above, that are sensitive {o interest rate changes. DP&L’s debt was not revalued as a result
of the Merger.

DP&L
Principal payments due At September 30,
during the twelve months ending 2015
September 30, Principal Fair
$ in millions 2016 2017 2018 2019 2020 Thereafter Amount Value

Average interest rate @
Average interest rate 1.8% 4.2% 4.2% 4. 2% 4.2% 4.7%

—%

(a) Based on rates in effect at September 30, 2015

Debt maturities and repayments occurring in 2015 are discussed under "FINANCIAL CONDITION, LIQUIDITY AND
CAPITAL REQUIREMENTS".

Long-term Debt Interest Rate Risk Sensitivity Analysis

Our estimate of market risk exposure is presented for our fixed-rate and variable-rate debt at September 30, 2015
for which an immediate adverse market movement causes a potential material impact on our financial condition,
results of operations or the fair vaiue of the debt. We believe that the adverse market movement represents the
hypothetical loss to future earnings and does not represent the maximum possible loss nor any expected actual
loss, even under adverse conditions, because actual adverse fluctuations would likely differ. As of September 30,
2015, we did not hold any market risk sensitive instruments that were entered into for trading purposes.
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The following tables present the carrying value and fair value of our debt, along with the impact of a change of one
percent in interest rates:

DPL At September 30, 2015 One percent
Carrying Fair interest rate

$ in millions Value Value risk

Long-term debt

Ve ablesratele

DP&L At September 30, 2015 One percent

Carrying Fair interest rate
$ in millions Value Value risk
Long-term debt

DPL's debt is comprised of both fixed-rate debt and variable-rate debt. In regard fo fixed-rate debt, the interest rate
risk with respect to DPL’s long-term debt primarily relates to the potential impact a decrease of one percentage
paint in interest rates has on the fair value of DPL's $1,708.7 million of fixed-rate debt and not on DPL’s financial
condition or results of operations. On the variable-rate debt, the interest rate risk with respect to DPL’s long-term
debt represents the potential impact an increase of one percentage point in the interest rate has on DPL’s results of
operations related to DPL’s $325.0 miillion variable-rate long-term debt outstanding as of September 30, 2015.

DP&L’s interest rate risk with respect to DP&L’s long-term debt primarily relates to the potential impact a decrease
in interest rates of one percentage point has on the fair value of DP&L’s 564.3 million of fixed-rate debt and not on
DP&L’s financial condition or DP&L’s results of operations. On the variable-rate debt, the interest rate risk with
respect to DP&L’s long-term debt represents the potential impact an increase of one percentage point in the
interest rate has on DP&L’s results of operations related to DP&L's $200.0 million variable-rate long-term debt
outstanding as of September 30, 2015.

Credit Risk

Credit risk is the risk of an obligor's failure to meet the terms of any investment contract, loan agreement or
otherwise perform as agreed. Credit risk arises from all activities in which success depends on issuer, borrower or
counterparty performance, whether reflected on or off the balance sheet. We limit our credit risk by assessing the
creditworthiness of potential counterparties before entering into transactions with them and continue to evaluate
their creditworthiness after transactions have been originated. We use the three leading corporate credit rating
agencies and other current market-based qualitative and quantitative data to assess the financial strength of our
counterparties on an ongoing basis. We may require various forms of credit assurance from our counterparties in
order to mitigate credit risk.
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Critical Accounting Estimates

DPL’s Condensed Consolidated Financial Statements and DP&L’s Condensed Financial Statements are prepared
in accordance with GAAP. In connection with the preparation of these financial statements, our management is
required to make assumptions, estimates and judgments that affect the reported amounts of assets, liabilities,
revenues, expenses and the related disclosure of contingent liabilities. These assumptions, estimates and
judgments are based on our historical experience and assumptions that we belisve to be reasonable at the time.
However, because future events and their effects cannot be determined with certainty, the determination of
estimates requires the exercise of judgment. Our critical accounting estimates are those which require assumptions
to be made about matters that are highly uncertain.

Different estimates could have a material effect on our financial results. Judgments and uncertainties affecting the
application of these policies and estimates may result in materiaily different amounts being reported under different
conditions or circumstances. Historically, however, recorded estimates have not differed materially from actual
results. Significant items subject to such judgments include: the carrying value of property, plant and equipment;
unbilled revenues; the valuation of derivative instruments; the valuation of insurance and claims liabilities: the
valuation of allowances for receivables and deferred income taxes; regulatory assets and liabilities; liabilities
recorded for income tax exposures; litigation; contingencies; the valuation of AROs; assets and liabilities related to
employee benefits and goodwill and intangible assets. Refer to our Form 10-K for the year ended December 31,
2014 for a complete listing of our critical accounting policies and estimates. There have been no material changes
fo these critical accounting policies and estimates.

ELECTRIC SALES AND CUSTOMERS

| DPL | DPSL (a) | DPLER (b) |
Three months ended Three months ended Three months ended
September 30, September 30, September 30,
2015 2014 2015 2014 2015 2014

Eaie SFks Gllfons of RAH) Bk

RIERE,

ek elaeiie cusinsis Epdaifpeal = ERIST. BRg T

{a) This table contains electric sales from DP&L's generation and purchased power. DP&L sold 991 million kWh and 1,367 million kWwh of
power to DPLER during the three months ended September 30, 2015 and 2014, respectively, not included above to avoid duplication.
(b) This chart includes all sales of DPLER, both within and outside of the DP&L service territory.

ELECTRIC SALES AND CUSTOMERS

| DPL { DP&L {a) ! DPLER (h) |
Nine meonths ended Nine months ended Nine months ended
September 30, September 30, September 30,
2015 2014 2015 2014 2015 2014
3 SO AT A = 3

RS S

(a) This table contains electric sales from DP&L's generation and purchased power. DP&L sold 3,094 million kWh and 4,366 million kWh
of power to DPLER during the nine months ended September 30, 2015 and 2014, respectively, not included above to avoid
duplication.

(b} This chart includes all sales of DPLER and MC Squared, both within and outside of the DP&L service territory.

Item 3 — Quantitative and Qualitative Disclosures about Market Risk

See the “MARKET RISK” section in tem 2 of this Part |, which is incorporated by reference into this item.

82



Table of Contents

Item 4 — Controls and Procedures

Disclosure Controls and Procedures

Our Chief Executive Officer (CEQ) and Chief Financial Officer (CFC} are responsible for establishing and
maintaining our disclosure controls and procedures. These controls and procedures were designed to ensure that
material information relating to us and our subsidiaries is communicated to the CEO and CFO. We evaluated these
disclosure controls and procedures as of the end of the period covered by this report with the participation of our
CEO and CFOQ. Based on this evaluation, our CEQ and CFO concluded that, as of September 30, 2015, our
disclosure controls and procedures were effective to ensure that information required to be disclosed by us in the
reports that we file or submit under the Exchange Act, is recorded, processed, summarized and reported, within the
time perieds specified in the SEC’s rules and forms.

Changes in Internal Controls over Financial Reporting

We are responsible for establishing and maintaining adeguate internal control over financial reporting, as such term
is defined in Exchange Act Rule 13a-15(f). Management assessed the effectiveness of our internal control over
financial reporting as of September 30, 2015. In making this assessment, management used the criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations
("COSOQ" in 2013. As disclosed in our Form 10-K for the fiscal year ended December 31, 2014, management
determined that a material weakness in internal control over financial reporting existed as of December 31, 2014 as
aresult of an incorrect formula within the spreadsheet used to support an account balance, creating an
understatement of earnings. DPL determined that sufficient controls did not exist to identify this error in a timely
manner; therefore this deficiency could have led to a material error in the financial statements. As evidenced by this
material weakness, management concluded that, as of December 31, 2014, DPL did not maintain effective internal
control over financial reporting. This material weakness did nof result in any misstatements in our audited financial
statements. In response to this material weakness, changes were made to our internal control over financial
reporiing, including enhancements to our journal entry and spreadsheet reviews. We has completed the
documentation and testing of these correclive actions and as of September 30, 2015, has concluded that this
material weakness has been remediated. There were no other changes that occurred during the fiscal quarter
covered by this Quarterly Report on Form 10-Q that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting. Management and our Board of Directors are committed to the
continued improvement of DPL's overall system of internal control over financial reporting.

Part Il — Other Information
item 1 — Legal Proceedings

In the normal course of business, we are subject to various lawsuits, actions, proceedings, claims and other matters
asserted under laws and regulations. We are also from time to time involved in other reviews, investigations and
proceedings by governmental and regulatory agencies regarding our business, certain of which may resultin
adverse judgments, settlements, fines, penalties, injunctions or other relief. We believe the amounts provided in
our Financial Statements, as prescribed by GAAP, for these matters are adequate in light of the probable and
estimable contingencies. However, there can be no assurances that the actual amounts required to satisfy alleged
liabilities from various legal proceedings, claims and other matters (including those matters noted below), and to
comply with applicable laws and reguiations will not exceed the amounts reflected in our Financial Statements. As
such, costs, if any, that may be incurred in excess of those amounts provided for in our Financial Statements,
cannot be reascnably determined.

Our Form 10-K for the fiscal year ended December 31, 2014, and Form 10-Q for the three months ended March 31,
2015, six menths ended June 30, 2015 and the Notes to DPL’s Consolidated Financial Statements and DP&L’s
Financial Statements included therein, contain descriptions of certain legal proceedings in which we are or were
involved. The information in or incorporated by reference into this ltem 1 to Part I is limited to certain recent
developments concerning our legal proceedings and new legal proceedings, since the filing of such Form 10-K and
Form 10-Qs, and should be read in conjunction with such Form 10-K and Form 10-Q.

The following information is incorporated by reference into this Item: information about the legal proceedings

contained in Part |, ltem 1 — Note 10 of Notes to DPL's Condensed Consolidated Financial Statements and Note
11 of Notes to DP&L’s Condensed Financial Statements of this Quarterly Report on Form 10-Q.
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ltem 1A - Risk Factors

Alisting of the risk factors that we consider to be the most significant to a decision to invest in our securities is
provided in our Form 10-K for the fiscal year ended December 31, 2014, As of September 30, 2015, there have
been no material changes with respect to the risk factors disclosed in our Form 10-K. If any of the events described

in our risk factors occur, it could have a material effect on our resuits of operations, financiail condition and cash
flows.,

The risks and uncertainties described in our risk factors are not the only ones we face. In addition, new risks may
emerge at any time, and we cannot predict those risks or estimate the extent to which they may affect our business
or financial performance. Our risk factors should be read in conjunction with the other detailed information
concerning DPL and DP&L sef forth in the Notes to DPL’s and DP&L’s Financial Statements and the
*Management’s Discussion and Analysis of Financial Condition and Results of Operations” sections included in our
filings.

ltem 2 — Unregistered Sale of Equity Securities and Use of Proceeds

None

Item 3 - Defaults Upon Senior Securities

None

Item 4 — Mine Safety Disclosures

Not applicable.

Item 5 — Other Information

None
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Item 6 — Exhibits

Exhibit
DPL Inc. | DP&L |[Number |Exhibit Location
X 10(a) Open-End Leasehold Mortgage, Security Filed herewith as Exhibit 10
Agreement, Assignment of Leases and Rents, and {{(2)
Fixture Filing from DPL Energy, LLC to U.S. Bank
National Association, dated as of October 28, 2015
X 31(a) Certification of Chief Executive Officer pursuant to |Filed herewith as Exhibit 31(a)
Section 302 of the Sarbanes-Oxley Act of 2002
X 31(b) Certification of Chief Financial Officer Filed herewith as Exhibit 31(b)
pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002
X 131(c) Certification of Chief Executive Officer pursuant to |Filed herewith as Exhibit 31(c)
Section 302 of the Sarbanes-Oxley Act of 2002
X [31(d) Certification of Chief Financial Officer Filed herewith as Exhibit 31(d)
pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002
X 32(a) Certification of Chief Executive Officer pursuant to | Filed herewith as Exhibit 32(a)
Section 906 of the Sarbanes-Oxley Act of 2002
X 32() Certification of Chief Financial Officer Fiied herewith as Exhibit 32(b)
pursuant to Section 806 of the Sarbanes-Oxley Act
of 2002
X |32(g) Certification of Chief Executive Officer pursuant to |Filed herewith as Exhibit 32(c)
Section 906 of the Sarbanes-Oxley Act of 2002
X 132(d) Certification of Chief Financial Officer Filed herewith as Exhibit 32(d)
pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002
X X |101INS | XBRL Instance
Filed herewith as
Exhibit 101.INS
X X [101.8CH |XBRL Taxonomy Extension Schema
Filed herewith as
Exhibit 101.8CH
X X |101.CAL |XBRL Taxonomy Extension Calculation Linkbase
Filed herewith as
Exhibit 101.CAL
X X |101.DEF |XBRL Taxonomy Extension Definition Linkbase
Filed herewith as
Exhibit 101.DEF
X X |101.LAB |XBRL Taxonomy Extension Label Linkbase
Filed herewith as
Exhibit 101.LAB
X X |101.PRE |XBRL Taxonomy Extension Presentation Linkbase
Filed herewith as
Exhibit 101.PRE

Exhibits referencing File No. 1-9052 have been filed by DPL Inc. and those referencing File No. 1-2385 have been
filed by The Dayton Power and Light Company.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, DPL Inc, has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

DPL In¢.

(Registrant)

Date: November 4, 2015 /s/ Kenneth J. Zagzebski

Kenneth J. Zagzebski
President and Chief Executive Officer
{principal executive officer)

November 4, 2015 /s/ Craig L. Jackson

Craig L. Jackson
Chief Financial Officer

(principal financial officer)

November 4, 2015 /s/ Kurt A. Tornquist

Kurt A. Tornquist
Controller
(principal accounting officer)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, The Dayton Power and Light Company has
duly caused this report to be signed on its behalf by the undersigned, thereunta duly authorized.

The Dayton Power and Light Company

{Registrant)

Date: November 4, 2015 /s/ Thomas A. Raga

Thomas A. Raga
President and Chief Executive Officer
(principal executive officer)

November 4, 2015 /s/ Craig L. Jackson

Craig L. Jackson
Chief Financial Officer
{principal financial officer)

November 4, 2015 /s/ Kurt A. Tornquist

Kurt A. Tornquist
Coniroller
(principal accounting officer)
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of report (Date of earliest event reported): July 31, 2015

Commission Registrant, State of Incorporation Employer
File Number Address and Telephone Number Identification No.
1-9052 ‘ DPL INC. 31-1163136
{An Ohio corporation)
1065 Woodman Drive

Dayton, Ohio 45432
937.224-6000

1.2385 THE PAYTON POWER AND LIGHT COMPANY 31-0258470
(An Ohio corporation)
10635 Woodman Drive
Dayton, Ohic 45432
937-224-6000

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the
filing obligation of the registrant under any of the following provisions (see General Instruction A.2.
below):

O Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

{1 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17
CFR 240.14d-2(b))

O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17
CFR 240.13e-4(c))
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Item 1.01 Entry into a Material Definitive Agreement.

Credit Agreements

On July 31, 2015 (the “Credit Facilities Closing Date™), the following two credit
agreements were entered into by DPL Inc. (“DPL”) or DPL’s principal subsidiary, The Dayton
Power and Light Company (“DP&L”), as applicable:

DPL Credit Agreement

On July 31, 2015, DPL entered into a credit agreement among DPL, each lender from
time to time party thereto, U.S. Bank, National Association (“US Bank”), as administrative agent,
collateral agent, swing line lender and a letter of credit issuer, PNC Bank, National Association
(“PNC Bank”), as syndication agent and a letter of credit issuer, and Bank of America, N.A.
(“Bank of America”), as documentation agent and a letter of credit issuer (the “US Bank Credit
Agreement”),

The US Bank Credit Agreement provides, on the Credit Facilities Closing Date, and on a
secured basis, for term loans in an aggregate principal amount of $125 million, and revolving
loans, swing-line loans and letters of credit in an aggregate principal amount of $205 million.
After it delivers the Ohio Mortgage (noted below) to US Bank, as administrative agent, and
subject to customary conditions and the approval of any lender whose commitment would be
increased, DPL has the option to increase the maximum principal amount of the revolving loans
swingline loans and letters of credit available under the US Bank Credit Agreement, or to add one
or more new ferm loans for the purpose of refinancing indebtedness, by up to an additional $95
million to up to $300 million. Letters of credit are subject to a sub-limit not to exceed $200
million at any one time, and swing-line loans are subject to a sub-limit not to exceed ten percent
of the total revolving commitments under the US Bank Credit Agreement at any one time. Funds
borrowed under the US Bank Credit Agreement may be used for general corporate purposes and
must be repaid no later than July 31, 2020, or, if certain conditions set forth in the US Bank
Credit Agreement have not been met, July 1, 2019. On the Credit Facilities Closing Date, DPL
borrowed $125 million of term loans under the US Bank Credit Agreement and $20 million of
revolving loans under the US Bank Credit Agreement to apply toward payment in full of the 2013
PNC Bank Credit Agreement as described in Item 1.02 below.

Funds borrowed under the US Bank Credit Agreement may be prepaid at any time and
must be prepaid upon certain circumstances in connection with the issuance of additional debt or
equity by DPL or with the sale of property or assets by DPL or its subsidiaries. The US Bank
Credit Agreement includes customary representations, warranties and covenants, and
acceleration, indemnity and events of default provisions, including, among other things, two
financial covenants. The first financial covenant requires DPL’s consolidated total debt to
consolidated earnings before interest, taxes, depreciation and amortization (EBITDA) not to
exceed (i) 7.25 to 1.00 as of the end of any fiscal quarter of DPL during the period September 30,
2015 to December 31, 2018, (ii) 6.25 to 1.00 as of the end of any fiscal quarter of DPL during the
period January 1, 2019 to December 31, 2019, and (iii) 5.75 to 1.00 as of the end of any fiscal
quarter of DPL after January 1, 2020; and the second financial covenant requires DPL’s
consolidated EBITDA to consolidated interest charges to be not less than (i) 2.10 to 1.00 as of the
end of any fiscal quarter of DPL during the period September 30, 2015 to December 31, 2018,
and (ii) 2.25 to 1.00 as of the end of any fiscal quarter of DPL after January 1, 2019, all as
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determined in accordance with the terms of the US Bank Credit Agreement.

DPL secured its obligations to lenders under the US Bank Credit Agreement with (i) a
pledge of equity that DPL owns in DP&L pursuant to a Pledge Agreement, dated as of July 31,
2015, between DPL and U.S. Bank, as Collateral Agent (the “Pledge Agreement”), limited to the
amount permitted to be pledged under certain Indentures dated October 3, 2011 between DPL and
U.S. Bank National Association, as Trustee and (ii) a mortgage, effective as of the Credit
Facilities Closing Date, on an electricity generating peaker plant located in Indiana and owned by
a subsidiary of DPL, DPL Energy, LLC, an Ohio limited liability company (“DPLE™), pursuant to
an Open-end Mortgage, Security Agreement, Assignment of Leases and Rents, and Fixture
Filing, dated as of July 31, 2015, made by DPLE to U.S. Bank, as Collateral Agent and
Mortgagee (the “Indiana Mortgage™). DPL also must use its reasonable efforts to further secure
its obligations under the US Bank Credit Agreement with a leasehold mortgage, to be effective
after the Credit Facilities Closing Date, on an electricity generating peaker plant located in Ohio
and leased by DPLE (the *“Ohto Mortgage”). Additionally, DPLE is a guarantor of DPL’s
obligations under the US Bank Credit Agreement pursuant to a Guaranty Agreement, dated as of
July 31, 2015, between DPLE and U.S. Bank, as Administrative Agent (the “Guarantee
Agreement”).

DPL has agreed to pay interest on outstanding borrowings under, and as determined in
accordance with, the US Bank Credit Agreement, and to pay customary administrative agent and
other fees.

The foregoing descriptions of the US Bank Credit Agreement, the Guaranty Agreement,
the Pledge Agreement and the Indiana Mortgage are qualified in their entirety by reference to the
US Bank Credit Agreement, the Guaranty Agreement, the Pledge Agreement and the Indiana
Mortgage, copies of which are attached as Exhibits 4.1, 4.2, 4.3 and 4.4 hereto, respectively, and
are incorporated herein by reference.

DP&L Credit Agreement

On the Credit Facilities Closing Date, DP&L entered into a credit agreement among
DP&L, the lenders from time to time party thereto, PNC Bank, as administrative agent, swing-
line lender and a letter of credit issuer, Fifth Third Bank (“Fifth Third Bank™), as syndication
agent and a letter of credit issuer, and Bank of America, as documentation agent and a letter of
credit issuer (the “PNC Bank Credit Agreement”).

The PNC Bank Credit Agreement provides, on an unsecured basis, for revolving loans,
swing-line loans and letters of credit. The maximum principal amount of all revolving loans,
swing-line loans and letters of credit available under the PNC Bank Credit Agreement may not
exceed $175 million at any one time, Letters of credit are subject to a sub-limit not to exceed $50
million at any one time, and swing line loans are subject to a sub-limit not to exceed the lesser of
$10 million and the aggregate amount of commitments under the PNC Bank Credit Agreement at
any one time. Subject to customary conditions and the approval of any lender whose
commitment would be increased, DP&J. has the option to increase the maximum principal
amount available under the PNC Bank Credit Agreement by up to an additional $100 million, for
a total maximum available amount of $275 million. None of the lenders under the PNC Bank
Credit Agreement has committed at this time or is obligated to provide any such increase in the
commitments. Funds may be prepaid at any time, and DP&L has the right to permanently reduce
or terminate the lenders commitments provided for under the PNC Bank Credit Agreement. On
the Credit Facilities Closing Date, DPL borrowed $30 million under the PNC Bank Credit
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Agreement to apply toward the refunding of certain of DP&L’s pollution control bonds.

Funds provided under the PNC Bank Credit Agreement may be used for general
corporate purposes. Unless the lenders commitments are terminated earlier in accordance with the
PNC Bank Credit Agreement, the revolving loans and swing line loans provided for under the US
Bank Credit Agreement are available until July 31, 2020, and letters of credit provided for under
the PNC Bank Credit Agreement are available until seven days prior to that date.

The PNC Bank Credit Agreement includes customary representations, warranties and
covenants, and acceleration, indemmity and events of default provisions, including, among other
things, two financial covenants, depending on whether the restructuring of DP&L’s operations in
accordance with an order by the Public Utilities Commission of Ohio (“PUCQ”), including the
separation of DP&L’s generation assets from its transmission and distribution assets, in
compliance with the laws of the state of Ohio and any rules and regulations thereunder (the
“Separation Transactions’™) has been completed. Prior to the date of completion of the Separation
Transactions, DP&L’s (i) consolidated total debt to consolidated total capitalization shall not be
greater than 0.65 to 1.00 at any time and (ii) consolidated EBITDA to consolidated interest
charges shall be no less than 2.50 to 1.00 at any time; and, on and after the date of completion of
the Separation Transactions, DP&L’s (iii) consolidated total debt to consolidated total
capitalization shall not be greater than 0.75 to 1.00 at any time and (iv) consolidated EBITDA to
consolidated interest charges shall be no Iess than 2.50 to 1.00 (provided that compliance with the
ratio in clause (jii) shall be suspended if (x) DP&L’s long term indebtedness, as determined by
PUCO, is less than or equal to $750 miilion between January 1, 2017 and December 31, 2017 or
(v} as long as DP&L maintains a rating of BBB-/Baa3/BBB- or higher with a stable outlook from
at least one of Fitch Investors Service Inc., Standard & Poor’s Ratings Services or Moody’s
Investors Service, Inc., all as determined in accordance with the terms of the PNC Bank Credit
Agreement.

DP&L has agreed to pay interest on outstanding revolving loans, swing-line loans and
letters of credit as determined in accordance with the PNC Bank Credit Agreement, and to pay
unused commitment fees and customary administrative agent, letter of credit and other fees.

The foregoing description of the PNC Bank Credit Agreement is qualified in its entirety

by reference to the PNC Bank Credit Agreement, a copy of which is attached as Exhibit 4.5
hereto and is incorporated herein by reference.

DP&I Mortgage Bonds

On August 3, 2015, DP&L entered into a 48th Supplemental Indenture (the “48th
Supplemental Indenture”) and a 49th Supplemental Indenture (the “49th Supplemental
Indenture,” and together with the 48th Supplemental Indenture, the “Supplemental Indentures™),
each dated as of August I, 2015, with the Bank of New York, as Trustee, to its First and
Refunding Mortgage (as amended and supplemented, the “First and Refunding Mortgage™), dated
as of October 1, 1935, with the Bank of New York Melion, in connection with the refinancing of
$200,000,000 of pollution control bonds. The specific issues refinanced consisted of:

*  $50 million of State of Ohio Collateralized Air Quality Development Revenue Refunding
Bonds 2008 Series A (The Dayton Power and Light Company Project) issued by the Ohio
Air Quality Development Authority (the “OAQDA™);

*  $50 million of State of Ohio Collateralized Air Quality Development Revenue Refunding
Bonds 2008 Series B (The Dayton Power and Light Company Project) issued by the
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OAQDA; and

* $137.8 million of State of Ohio Collateralized Pollution Control Revenue Refunding
Bonds, 2005 Series B (The Dayton Power and Light Company Project) issued by the
0AQDA, of which $100 million was refinanced and $37.8 million was refunded.

As part of the pollution control bond refinancing, on August 3, 2015, DP&L entered into
two separate loan agreements with the OAQDA in connection with new 2015 Series A and Series
B pollution control bonds issued by the OAQDA (together, the “loan agreements™) at a variable
rate of interest. The proceeds of the bonds were used to repay existing pollution control bonds on
August 3, 2015, the date of redemption for the existing bonds. To secure the repayment of its
obligations to the OAQDA under the loan agreements, DP&L entered into the Supplemental
Indentures. The Supplemental Indentures set forth proposed amendments to the First and
Refunding Mortgage to, among other things, allow DP&L to effect the Separation Transactions
detailed above (such amendments, the “Proposed Amendments™). The Proposed Amendments
become effective on the date either (i} none of DP&L’s first mortgage bonds that were
outstanding on August 3, 2015 are outstanding or (i) supplemental indentures embodying the
Proposed Amendments are consented to by holders of at least a majority of DP&L’s outstanding
first mortgage bonds. In connection with the sale of the new 2015 Series A and Series B pollution
control bonds, DP&L also entered into a Bond Purchase and Covenants Agreement, dated as of
August 1, 2015, among DP&L, SunTrust Bank (“SunTrust Bank™) as administrative agent, and
the purchasers of the new pollution control bonds (the “Covenants Agreement™). The Covenants
Agreement contains representations, warranties, covenants and defaults consistent with those
contained in similar financing documents of DP&L.

Payments of interest on the loans are payable at the applicable rate set forth in the loan
agreements. Principal on each loan is payable on the applicable maturity date or in connection
with certain optional or mandatory tenders for purchase or optional or mandatory redemptions.
The maturity date for the new 2015 Series A pollution control bonds is November 1, 2040, and
the maturity date for the new 2015 Series B pollution control bonds is January 1, 2034. A default
by DP&L under either of the two loan agreements would create a corresponding default under the
48th Supplemental Indenture or 49th Supplemental Indenture to the First and Refunding
Mortgage, as appropriate, and provide similar rights granted previously to other first mortgage
bond holders under separate supplemental indentures.

The foregoing descriptions of the terms of the respective loan agreements, the 48th
Supplemental Indenture and 49th Supplemental Indenture to the First and Refunding Mortgage,
and the Covenants Agreement are qualified in their entirety by reference to the loan agreements,
the 48th Supplemental Indenture and 49th Supplemental Indenture to the First and Refunding
Mortgage and the Covenants Agreement, respectively, copies of which are attached as Exhibits
4.6,4.7, 4.8, 4.9 and 4.10 hereto, respectively, and are incorporated herein by reference.

Item 1.02 Termination of a Material Definitive Agreement.

In connection with DPL entering into the US Bank Credit Agreement described in Item
1.01 above, on the Credit Facilities Closing Date, DPL, without incurring any penalties,
terminated (i) the credit agreement, dated as of May 10, 2013, among DPL, the lenders party
thereto and PNC Bank, as administrative agent, Fifth Third Bank and US Bank, as co-syndication
agents, and Bank of America, as documentation agent (the “2013 PNC Credit Agreement”), and
(ii) the credit agreement, dated as of May 10, 2013, among DPL, the lenders party thereto, US
Bank, as administrative agent, swing line lender and letter of credit issuer, and PNC Bank, as co-
syndication agent, and Bank of America, as documentation agent (the “2013 US Bank Credit
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Agreement”). Fach of the 2013 PNC Bank Credit Agreement and the 2013 US Bank Credit
Agreement had been scheduled to mature by its terms on May 10, 2018.

At termination, DPL applied (i) $125 million borrowed under the US Bank Credit
Agreement described in Item 1.01 above, (ii) $20 million borrowed under the US Bank Credit
Agreement described in Item 1.01 above, and (iii) $ 15 million in cash to repayment in full of the
2013 PNC Bank Credit Agreement.

In connection with DP&L entering into the US Bank Credit Agreement described in Item
1.01 above, on the Credit Facilities Closing Date, DP&L, without incurring any penalties,
terminated in whole the commitments available under the credit agreement, dated as of May 10,
2013, among DP&L, the lenders party thereto and Fifth Third Bank, as administrative agent,
swing line lender and a letter of credit issuer (the “2013 Fifth Third Bank Credit Agreement”).
The 2013 Fifth Third Bank Credit Agreement had been scheduled to mature by its terms on May
10, 2018,

Item 2.03. Creation of a Direct Financial Obligation.

The information set forth above in response to Item 1.01 is incorporated by reference into
this Item 2.03.

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits

Exhibit 4.1 Credit Agreement, dated as of Juiy 31, 2015, among DPL Inc., each lender from
time to time party thereto, U.S. Bank National Association, as Administrative
Agent, Collateral Agent, Swing Line Lender and an L/C Issuer, PNC Bank,
National Association, as Syndication Agent and an L/C Issuer, and Bank of
America, N.A,, as Documentation Agent

Exhibit 4.2 Guaranty Agreement, dated as of July 31, 2015, between DPL Energy, L.LLC and
U.S. Bank National Association, as Administrative Agent

Exhibit 4.3 Pledge Agreement, dated as of July 31, 2015, between DPL Inc. and U.S. Bank
National Association, as Coliateral Agent

Exhibit 4.4 Open-end Mortgage, Security Agreement, Assignment of Leases and Rents, and
Fixture Filing, dated as of July 31, 2015, made by DPL Energy, LLC to U.S.
Bank National Association, as Collateral Agent and Mortgages

Exhibit 4.5 Credit Agreement, dated as of July 31, 2015, among The Dayton Power and
Light Company, each lender from time to time party thereto, PNC Bank,
National Association, as Administrative Agent, Swing Line Lender and an L/C
Issuer, Fifth Third Bank, as Syndication Agent and an L/C Issuer, and Bank of
America, N.A., as Documentation Agent and an L/C Issuer
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Exhibit 4.6

Exhibit 4.7

Exhibit 4.8

Exhibit 4.9

Exhibit 4.10
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Loan Agreement, dated August 1, 2015, between the Ohio Air Quality
Development Authority and The Dayton Power and Light Company, relating to
the 2015 Series A pollution control bonds

Loan Agreement, dated August [, 2015, between the Ohio Air Quality
Development Authority and The Dayton Power and Light Company, relating to
the 2015 Series B pollution control bonds

Forty-Eighth Supplemental Indenture, dated as of August I, 2015, between The
Bank of New York Mellon, as Trustee, and The Dayton Power and Light
Company

Forty-Ninth Supplemental Indenture, dated as of August 1, 2015, between The
Bank of New York Mellon, as Trustee, and The Dayton Power and Light
Company

Bond Purchase and Covenants Agreement, dated as of August 1, 2015, among
The Dayton Power and Light Company, SunTrust Bank, as Administrative
Agent, and the purchasers party thereto



SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant
has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

DPL INC.

Date: August 6, 2015 By:

Name: Judi L. Sobecki
Title: General Counsel and Secretary

THE DAYTON POWER AND LIGHT
COMPANY

Date: August 6, 2015 By:

Name: Judi L. Sobecki
Title:  Vice President, General Counsel and
Secretary
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$100,000,000
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(The Dayton Power and Light Company Project)

Dated
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August 1, 2015
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LLOAN AGREEMENT

THIS LOAN AGREEMENT is made and entered into as of August 1, 2015 between
the OHIO AIR QUALITY DEVELOPMENT AUTHORITY (the "Issuer"), a body politic and
corporate organized and existing under the laws of the State of Ohio, and THE DAYTON POWER
AND LIGHT COMPANY (the "Company"), a public utility and corporation organized and existing
under the laws of the State of Ohio. Capitalized terms used in the following recitals are used as
defined in Article I of this Agreement.

Pursuant to Section 13 of Article VIII of the Ohio Constitution and the Act, the Issuer
has determined to issue, sell and deliver the Bonds as provided in the Indenture and to lend the
proceeds derived from the sale thereof to the Company to assist in the refunding of the Refunded
Bonds. The Refunded Bonds were issued to assist the Company in the financing and refinancing of
its portion of the costs of the Projects.

The Company and the Issuer each have full right and lawful authority to enter into this
Agreement and to perform and observe the provisions hereof on their respective parts to be performed
and observed.

NOW THEREFORE, in consideration of the premises and the mutual representations
and agreements hereinafter contained, the Issuer and the Company agree as follows (provided that
any obligation of the Issuer or the State created by or arising out of this Agreement shall never
constitute a general debt of the Issuer or the State or give rise to any pecuniary liability of the Issuer or
the State but shall be payable solely out of Revenues, including the Loan Payments made pursuant
hereto):



ARTICLE I
DEFINITIONS

Section 1.1.  Use of Defined Terms. In addition to the words and terms defined
elsewhere in this Agreement, the Indenture or by reference to another document, the words and terms
set forth in Section 1.2 hereof shall have the meanings set forth therein unless the context or use
clearly indicates another meaning or intent. Such definitions shall be equally applicable to both the
singular and plural forms of any of the words and terms defined therein.

Section 1.2.  Definitions. As used herein:

“Additional Payments” means the amoﬁnts required to be paid by the Company
pursuant to the provisions of Section 4.2 hereof.

“Administration Expenses” means the compensation (which compensation shall not
be greater than that typically charged in similar circumstances; and which shall not be limited by
any provision of law in regard to the compensation of a trustee of any express trust) and
reimbursement of reasonable expenses, disbursements and advances incurred or made by or on
behalf of the Trustee, the Registrar, the Remarketing Agent, any Auction Agent, any Paying Agent
and any Authenticating Agent (including the reasonable compensation and the expenses and
disbursements of its counsel and of all other persons not regularly in its employ), and shall also
include all fees, charges, expenses, advances, compensation and reimbursements and all other
amounts due the Trustee, the Registrar and any Paying Agent or Authenticating Agent under or
pursuant to Section 6.03 of the Indenture.

“Agreement” means this Loan Agreement, as amended or supplemented from time to
time.

“Air Quality Facility” or "Air Quality Facilities" means those facilities which are air
quality facilities as defined in Section 3706.01, Ohio Revised Code.

“Engineer” means an engineer (who may be an employee of the Company) or
engineering firm qualified to practice the profession of engineering under the laws of the State and
who or which is acceptable to the Trustee.

“EPA” means the Environmental Protection Agency of the State and any successor
body, agency, commission or department.

“Event of Default” means any of the events described as an Event of Default in
Section 7.1 hereof.

“Force Majeure” means any of the following:

(1)  acts of God; strikes, lockouts or other industrial disturbances; acts
of public enemies; orders or restraints of any kind of the government of the United
States of America or of the State or any of their departments, agencies, political
subdivisions or officials, or any civil or military authority; insurrections; civil
disturbances; riots; epidemics; landslides; lightning; earthquakes; fires; hurricanes;
tornados; storms; droughts; floods; arrests; restraint of government and people;
explosions; breakage, nuclear accidents or other malfunction or accident to facilities,
machinery, transmission pipes or canals; partiat or entire failure of a utility serving
the Projects; shortages of labor, materials, supplies or transportation; or

(i)  any cause, circumstance or event not reasonably within the control
of the Company.



“Generating Stations” means, respectively, the Miami Fort Generating Station, the
Killen Generating Station, the Stuart Generating Station and the Conesville Generating Station, all as
defined and described in Exhibit A hereto,

“Indenture” means the Trust Indenture related to the Bonds, dated as of the same date
as this Agreement, between the Issuer and the Trustee, as amended or supplemented from time to
time.

“Interest Rate for Advances™ means the interest rate per year payable on the Bonds.

“Investment Grade Rating” means a long-term debt rating by a Rating Agency that is
included in one of the four highest debt rating categories of the Rating Agency, provided that such
rating categories shall mean generic categories and without regard to or other qualifications of
ratings within each such generic rating category such as “+”, “->, “1”, *“2” or “3”,

“Issuance Costs” means those costs relating to the issuance of the Bonds as that
term is used in Section 147(g) of the Code, including financial, legal, accounting and printing fees,
charges and expenses, underwriting fees, the Issuer%:ee, initial acceptance fees of the Trustee, any
Authenticating Adgent, the Registrar and any Paying Agent, and al{) other such fees, charges and
expenses incurred in connection with the authorization, sale, issuance and delivery of the Bonds.

“Issuer Fee” means the aggregate fee of $213,750 due to the Issuer from the Company
in connection with the issuance of the Bonds hereunder.

“Loan” means the loan by the Issuer to the Company of the proceeds received from
the sale of the Bonds.

“Loan Payment Date” means any date on which any Bond Service Charges are due
and payable.

“Loan Payments” means the amounts required to be paid by the Company on the First
Mortgage Bonds in repayment of the Loan pursuant to Section 4.1 hereof.

“Notice Address” means:

(a)  Asto the Issuer: Ohio Air Quatity Development Authority
1718 LeVeque Tower
50 West Broad Street
Columbus, Ohio 43215
Attention: Executive Director

{(b)  Astothe Company: The Dayton Power & Light Company
1 Monument Circle
Indianapolis, IN 46204
Attention; Treasurer

With a copy to: The Dayton Power & Light Company
1 Monument Circle
Indianapolis, IN 46204
Attention; Assistant Treasurer



(<) As to the Trustee: The Bank of New York Mellon
385 Rifle Camp Road, 3 Floor
Woodland Park, New Jersey 07424
Attention: Corporate Trust Administration

or such additional or different address, notice of which is given under Section 8.3 hereof.

“Opinion of Bond Counsel” means a written opinion of nationally recognized bond
counsel selected by the Company and acceptable to the Trustee who is experienced in matters relating
to the exclusion from gross income for federal income tax purposes of interest on obligations issued
by states and their political subdivisions. Bond Counsel may be counsel to the Trustee or the
Company.

“Original Bonds” means the $90,000,000 State of Ohio Collateralized Air Quality
Development Revenue Bonds, 2007 Series A (The Dayton Power and Light Company Project) issued
November 15, 2007.

“Person” or words importing persons mean firms, associations, partnerships
(including without limitation, general and limited partnerships), limited liability entities, joint
ventures, societies, estates, trusts, corporations, public or governmental bodies, other legal entities
and natural persons.

“Prior Bonds™ means the Original Bonds and the Refunded Bonds.

“Projects” or “Project Facilities” means the real, personal or real and personal
property, including undivided or other interests therein, identified in the Project Descriptions,
financed with the proceeds of the Bonds, at least 95% of which constitute “solid waste disposal
facilities” under Section 142(a)(6) of the Code.

“Project Descriptions” means the descriptions of the Project Facilities attached hereto
as Exhibit A, as the same may be amended in accordance with this Agreement.

“Project Purposes” means the purposes of Air Quality Facilities as described in the
Act and as particularly described in Exhibit A hereto.

“Project Sites” means the respective sites of the Generating Stations.

“Purchasers” means STI Institutional & Government Inc,, PNC Bank, National
Association, U.S. Bank National Association, Fifth Third Commercial Funding, Inc., Huntington
Public Capital Corporation, Regions Capital Advantage, Inc., and BMO Harris Bank, N.A.

“Redemption Date” means August 3, 2015 being the date on which all of the
Refunded Bonds are to be redeemed under the Refunded Bonds Indentures in accordance with
Section 3.3 hereof.

“Refunded Bonds” means (a) the $50,000,000 State of Ohio Collateralized Air
Quality Development Revenue Refunding Bonds, 2008 Series A (The Dayton Power and Light
. Company Project) issued December 4, 2008 and (b} the $50,000,000 State of Ohio Collateralized Air
Quality Development Revenue Refunding Bonds, 2008 Series B (The Dayton Power and Light
Company Project) issued December 4, 2008.

“Restructuring Transaction” means the restructuring of the Company’s operations
in accordance with an order by PUCO, including the separation of the Company’s generation
assets from its fransmission and distribution assets (the “GenCo”), in compliance with the laws of
the state of Ohio and any rules and regulations thereunder.
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“Revenues” means (a) the Loan Payments, (b) all other moneys received or to be
received by the Issuer (excluding the Issuer Fee) or the Trustee in respect of repayment of the Loan,
including without limitation, all moneys and investments in the Bond Fund, (c) any moneys and
investments in the Refunding Fund, and (d) all income and profit from the investment of the
foregoing moneys. The term "Revenues" does not include any moneys or investments in the Rebate
Fund or the Bond Purchase Fund.

“State” means the State of Ohio.

“Trustee” means The Bank of New York Mellon, a corporation organized and
existing under the laws of the State of New York, as trustee under the Indenture, unless and until a
successor Trustee shall have become such pursuant to the applicable provisions of the Indenture, and
thereafter "Trustee" shall mean the successor Trustee. "Principal Office” of the Trustee shall mean
the principal corporate trust office of the Trustee for municipal securities, which office at the date of
issuance of the Bonds is located at its Notice Address.

“Unassigned Issuer Rights” means all of the rights of the Issuer to receive Additional
Payments under Section 4.2 hereof, to perform inspections pursuant to Section 5.1 hereof, to be held
harmiess and indemnified under Section 5.9 hereof, to be reimbursed for attorney's fees and expenses
under Section 7.4 hereof and to give or withhold consent to amendments, changes, modifications,
alterations and termination of this Agreement under Section 8.6 hereof and its right to enforce such
rights. ‘

Section 1.3.  Interpretation. Any reference herein to the State, to the Issuer or to
any member or officer of either includes entities or officials succeeding to their respective functions,
duties or responsibilities pursuant to or by operation of law or lawfully performing their functions.

Any reference to a section or provision of the Constitution of the State or the Act, or to
a section, provision or chapter of the Ohio Revised Code, or to any statute of the United States of
America, includes that section, provision or chapter as amended, modified, revised, supplemented or
superseded from time to time; provided, that no amendment, modification, revision, supplement or
superseding section, provision or chapter shall be applicable solely by reason of this provision, if it
constitutes in any way an impairment of the rights or obligations of the Issuer, the State, the Holders,
the Trustee, the Registrar, the Auction Agent, an Authenticating Agent, a Paying Agent, the Credit
Facility Issuer, the Remarketing Agent, or the Company under this Agreement, the Bond
Legislation, the Bonds, the Indenture, the Company Mortgage, the Supplemental Mortgage
Indenture or the First Mortgage Bonds or any other instrument or document entered into in
connection with any of the foregoing, including without limitation, any alteration of the obligation
to pay Bond Service Charges in the amount and manner, at the times, and from the sources
provided in the Bond Legislation and the Indenture, except as permitted in the Indenture.

Unless the context indicates otherwise, words importing the singular number include
the plural number, and vice versa; the terms "hereof”, "hereby”, "herein", "hereto", "hereunder" and
similar terms refer to this Agreement; and the term “hereafter" means after, and the term “heretofore"
means before, the date of delivery of the Bonds. Words of any gender include the correlative words
of the other genders, unless the sense indicates otherwise.

Section 1.4.  Captions and Headings. The captions and headings in this Agreement
are used solely for convenience of reference and in no way define, limit or describe the scope or intent
of any Articles, Sections, subsections, paragraphs or subparagraphs or clauses hereof.

(End of Article I)



ARTICLE II
REPRESENTATIONS

Section 2.1.  Representations of the Issuer. The Issuer represents that: (a) it is a
body politic and corporate duly organized and validly existing under the laws of the State; (b) it has
duly accomplished all conditions necessary to be accomplished by it prior to the issuance and
delivery of the Bonds and the execution and delivery of this Agreement and the Indenture; (c) it is not
in violation of or in conflict with any provisions of the laws of the State which would impair its ability
to carry out its obligations contained in this Agreement or the Indenture; (d) it is empowered to enter
into the transactions contempiated by this Agreement and the Indenture; () it has duly authorized the
execution, delivery and performance of this Agreement and the Indenture; and (f) it will do all things
in its power in order to maintain its existence or assure the assumption of its obligations under this
Agreement and the Indenture by any successor public body.

Section2.2. No Warranty by Issuer of Condition or Suitability of the Projects. The
Issuer makes no warranty, either express or implied, as to the suitability or utilization of the Projects
for the Project Purposes, or as to the condition of the Project Facilities or that the Project Facilities are
or will be suitable for the Company's purposes or needs.

Section2.3.  Representations and Covenants of the Company. The Company
represents that:

(@  The Company has been duly incorporated and is
validly existing as a corporation in good standing under the laws of
the State, with power and authority (corporate and other) to own its
properties and conduct its business, to execute and deliver this
Agreement, the Supplemental Mortgage Indenture, the First
Mortgage Bonds, and to perform its obligations under this
Agreement, the Company Mortgage, the Supplemental Mortgage
Indenture and the First Mortgage Bonds;

(b) This Agreement, the Supplemental Mortgage
Indenture and the Company Mortgage have been duly authorized,
executed and delivered by the Company; the First Mortgage Bonds
have been duly authorized, executed, issued and delivered; and this
Agreement, the Supplemental Mortgage Indenture, the Company
Mortgage and the First Mortgage Bonds constitute valid and legally
binding obligations of the Company, enforceable in accordance
with their respective terms, subject to bankruptcy, insolvency,
reorganization and other laws of general applicability relating to or
affecting creditors’ rights, to laws relating to or affecting the
enforcement of the security provided by the Company Mortgage
and to general equity principles;

(c) The execution, delivery and performance by the
Company of this Agreement, the Supplemental Mortgage Indenture,
the Company Mortgage and the First Mortgage Bonds and the
consummation of the transactions contemplated hereby and thereby
will not violate any provision of law or regulation applicable to the
Company, or of any writ or decree of any court or governmental
instrumentality, or of the Articles of Incorporation, as amended, or
the Regulations, as amended, of the Company, or of any mortgage,
indenture, contract, agreement or other undertaking to which the
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Company is a party or which purports to be binding upon the
Company or upon any of its assets;

(d) The acquisition, construction, installation, equipping
and improvement of the Projects were not commenced prior to the
adoption of Resolution No. 04-61 of the Issuer on September 14, 2004,
with respect to the portion of the Projects located at the Miami Fort
Generating Station, and the adoption of Resolution No. 04-72 of the
Issuer on October 12, 2004, with respect to the portion of the Projects
located at the other Generating Stations, in each case evidencing the
intent of the Issuer to issue the Bonds with the exception of
“preliminary expenditures” within the meaning of Treas. Reg.
§1.150-2(f)(2); provided further, however, with respect to certain
costs of the Projects that were paid or incurred on and prior to such
date, such costs were not financed with the net proceeds of the Prior
Bonds, except to the extent that they (i) consist of costs paid on or
after 60 days prior to September 14, 2004 with respect to the portion
of the Projects located at the Miami Fort Generating Station, (ii)
consist of costs paid on or after 60 days prior to October 12, 2004 with
respect to the portion of the Projects located at the other Generating
Stations or (iii) consist, in an amount not in excess of 20% of the
aggregate issue price of the Bonds, of “preliminary expenditures”
within the meaning of Treas. Reg. §1.150-2(f)(2), which include
architectural, engineering, surveying, soil testing and similar costs that
were incurred prior to commencement of acquisition or construction
of the Projects, other than land acquisition, site preparation and similar
costs incident to commencement of acquisition or construction.
Moreover, no costs of the Projects to be financed with the respective
net proceeds of the Bonds or the Refunded Bonds and any Transferred
Proceeds (as defined below) were originally expended more than 3
year(si prior to the respective issuance date of the Bonds or the Prior
Bonds;

(e) The Projects have been substantially completed. The

. Projects constitute Air Quality Facilities under the Act and are
consistent with and will further the purposes of the Act and Section 13
of Article VIII of the Ohio Constitution and are located entirely within
the State. The Company will cause the Projects to be operated and
maintained in such manner as to conform with all applicable zoning,
planning, building, environmental and other applicable governmental
regulations and all permits, variances and orders issued or granted
pursuant thereto, including the permit-to-install for each portion of the
Projects, which permits, variances and orders have not been
withdrawn or otherwise suspended, and to be consistent with the Act;

H It has used or operated or has caused to be used or
operated, and presently intends to use or operate or cause to be used
or operated the Projects in a manner consistent with the Project
Purposes until the date on which the Bonds have been fully paid and
knows of no reason why the Projects will not be so operated. The
Company does not, as of the date hereof, intend to sell or otherwise
dispose of the Projects or any portion thereof, other than in
connection with a Restructuring Transaction;



(g)  Atleast 95% of the net proceeds (as defined in Section
150 of the Code) of the Original Bonds and any unspent proceeds of
the Original Bonds which become transferred proceeds of the
Refunded Bonds under the Code upon the retirement of the Original
Bonds (the “Transferred Proceeds™) were used to provide land or
property of a character subject to the allowance for depreciation for
purposes of Section 167 of the Code. The Issuance Costs of the
Original Bonds financed with the proceeds of the Original Bonds did
not exceed 2% of the proceeds of the Original Bonds and the Issuance
Costs of the new money portion of the Refunded Bonds financed with
the proceeds of the new money portion of the Refunded Bonds did not
exceed 2% of the proceeds of the new money portion of the Bonds
(within the meaning of Section 147(g) of the Code). None of the
proceeds of the Prior Bonds or the Bonds were or will be used to
provide working capital.  $90,000,000 of the proceeds of the
Refunded Bonds {other than any accrued interest thereon) were used
exclusively to refund the Original Bonds, any investment earnings
thereon were used to pay principal, premium or interest on the
Original Bonds. The proceeds of the Refunded Bonds were used to
retire the Original Bonds not later than 90 days after the date of
issuance of the Refunded Bonds. The proceeds of the Bonds (other
than any accrued interest thereon) will be used exclusively to refund
the Refunded Bonds, any investment earnings thereon will be used to
pay principal, premium or interest on the Refunded Bonds, and none
of the proceeds of the Bonds will be used to pay for any costs of
issuance of the Bonds. The principal amount of the Bonds does not
exceed the outstanding principal amount of the Refunded Bonds. The
proceeds of the Bonds will be used to retire the Refunded Bonds not
later than 90 days after the date of issuance of the Bonds.

(h)  In accordance with Section 147(b) of the Code, the
respective weighted average maturity of the Prior Bonds did not and
the weighted average maturity of the Bonds does not exceed 120% of
the weighted average reasonably- expected economic life of the
facilities being financed by the proceeds thereof;

@ None of the proceeds of the Prior Bonds were used
and none of the proceeds of the Bonds will be used to provide any
airplane; skybox or other private luxury box; health club facility; any
facility primarily used for gambling; or any store the principal
business of which is the sale of alcoholic beverages for consumption
off premises;

) Less than 25% of the net proceeds of the Prior Bonds
have been used and none of the proceeds of the Bonds will be used
directly or indirectly to acquire land or any interest therein, and none
of such land is being or will be used for farming purposes;

(k)  No portion of the proceeds of the Prior Bonds has been
used and no portion of the proceeds of the Bonds will be used to
acquire existing property or any interest therein unless the first use of
such property or interest therein is pursuant to such acquisition;
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(D At no time will any funds constituting gross proceeds
of the Bonds be used in a manner as would constitute failure of
compliance with Section 148 of the Code;

(m) Itis not anticipated that as of the date hereof, there will
be created any “replacement proceeds”, within the meaning of Section
1.148-1(c) of the Treasury Regulations, with respect to the Bonds;
however, in the event that any such replacement proceeds are deemed
to have been created, such amounts will be invested in compliance
with Section 148 of the Code;

(n} The Prior Bonds were not, and the Bonds are not,
“federally guaranteed™ within the meaning of Section 149(b) of the
Code;

(o) At least 95% of the proceeds of the Prior Bonds and
any Transferred Proceeds were or will be used to provide “solid waste
disposal facilities” within the meaning of Section 142(a)(6) of the
Code;

(p)  The information furnished by the Company and used
by the Issuer in preparing the certifications and statements pursuant to
Sections 148 and 149(e) of the Code with respect to the Prior Bonds
was accurate and complete as of the respective date of issuance
thereof, and the information furnished by the Company and used by
the Issuer in preparing the certification pursuant to Section 148 of the
Code and in preparing any necessary information statement pursuant
to Section 149(e) of the Code, both referred to in the Bond Legislation,
will be accurate and complete as of the date of issuance of the Bonds;

The Project Facilities do not include any office except
for offices (i) located on the Project Sites and (ii) not more than a de
minimis amount of the functions to be performed at which is not
directly related to the day-to-day operations of the Project Facilities;
and

(r) Except as disclosed in the Company’s filings with
the U.S. Securities and Exchange Commission, the Company
believes that, as of the date hereof, it is in material compliance with
all terms and provisions of all material permits, variances and orders
heretofore issued or granted by the EPA with respect to the
Generating Stations and its other facilities within the State,
including any permits-to-install and permits-to-operate issued with
respect thereto.

(End of Article IT)



ARTICLE III

COMPLETION OF THE PROJECTS;
ISSUANCE OF THE BONDS

Section 3.1.  Acquisition, Construction and Installation. The Company represents
and agrees that it and any other public utility company which owns any undivided interest in the
Project Facilities with the Company as tenants-in-common have caused the Projects to be acquired,
constructed and installed on the Project Sites in accordance with the Project Descriptions and in
conformance with all applicable, valid and enforceable (1) zoning, planning, building, environmental
and other similar regulations of all governmental authorities having jurisdiction over the Projects and
(ii) permiits, variances and orders issued in respect of the Projects by EPA, noncompliance with which
would have a material adverse effect on the Company’s ability to operate and maintain the Projects or
to perform its obligations hereunder, provided that the Company reserves the right to contest in good
faith any such regulations, permits, variances or orders. The proceeds derived from the Original
Bonds and the Refunded Bonds, including any investment thereof, were expended in accordance with
the trust indentures and the loan agreements relating to the Original Bonds and the Refunded Bonds.

Section 3.2,  Project Descriptions. The Project Descriptions may be changed from
time to time by, or with the consent of, the Company provided that any such change shall also be filed
with the Issuer and the Trustee and provided further that no change in the Project Descriptions shall
materially change the function of the Project Facilities unless the Trustee shall have received (i) an
Engineer's certificate that such changes will not impair the significance or character of the Project
Facilities as Air Quality Facilities and (ii) an Opinion of Bond Counsel or ruling of the Internal
Revenue Service to the effect that such amendment will not adversely affect the exclusion of interest
on the Bonds from gross income for federal income tax purposes.

Section 3.3.  Issuance of the Bonds: Application of Proceeds. To provide funds to
make the Loan to the Company to assist the Company in the refunding of the Refunded Bonds, the
Issuer will issue, sell and deliver the Bonds to the Purchasers, The Bonds will be issued pursuant to
the Indenture in the aggregate principal amount, will bear interest, will mature and will be subject to
redemption as set forth therein. The Company hereby approves the terms and conditions of the
Indenture and the Bonds, and the terms and conditions under which the Bonds will be issued, sold and
delivered. The Company, for the benefit of the Issuer, the Trustee and each Bondholder, shall do and
perform all acts and things required or contemplated in the Indenture to be done or performed by the
Company.

The proceeds from the sale of the Bonds shall be loaned to the Company to assist the
Company in the refunding of the Refunded Bonds. Those proceeds shall be deposited in the
Refunding Fund with all investment earnings thereon being credited to the Refunding Fund and
applied in accordance with Section 5.02 of the Indenture.

Pursuant to Section 5.02 of the Indenture, on the Redemption Date, all moneys in the
Refunding Fund shall be transferred by the Trustee to the Refunded Bonds Trustee for deposit in the
Series 2008A Company Account of the bond fund created in the Series 2008A Indenture and the
Series 20088 Company Account of the bond fund created in the Series 2008B Indenture, respectively,
in the manner provided therein. Further, in accordance with said Section 5.02 of the Indenture, such
funds will be applied solely and exclusively by the Refunded Bonds Trustee to reimburse the credit
facility issuer for draws on the Series 2008 A Credit Facility and the Series 2008B Credit Facility used
to redeem the Refunded Bonds on the Redemption Date. Any remaining reimbursement due to the
Credcit Facility Issuer afier the application of all such moneys shall be paid from moneys provided by
the Company.
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Pending disbursement pursuant to this Section, the proceeds so deposited in the
Refunding Fund, together with any investment earnings thereon, shall constitute a part of the
Revenues assigned by the Issuer to the Trustee for the payment of Bond Service Charges.

The Company acknowledges that the proceeds of the Bonds (including any interest
income thereon) may be insufficient to pay the full costs of refunding the Refunded Bonds and that
the Issuer has made no representation or watranty with respect to the sufficiency thereof. The
Company further acknowledges that it is (and will remain after the issuance of the Bonds) obligated
to, and hereby confirms that it will, pay all costs of the redemption of the Refunded Bonds on the
Redemption Date.

The Company and the Issuer hereby confirm that the Refunded Bonds Trustee has
been notified that the entire outstanding principal amount of the Refunded Bonds is to be redeemed
on the Redemption Date, at the redemption price of 100% of the principal amount thereof, plus
interest accrued to that date,

Section 3.4.  Investment of Fund Moneys. Moneys held as part of the Bond Fund,
the Refunding Fund or the Rebate Fund shall be invested or reinvested by the Trustee in Eligible
Investments at the written direction of the Company pursuant to Section 5.05 of the Indenture. The
Issuer (to the extent it retained or retains direction or control) and the Company each hereby
covenants that it will restrict that investment and reinvestment and the use of the proceeds of the
Bonds in such manner and to such extent, if any, as may be necessary so that the Bonds will not
constitute arbitrage bonds under Section 148 of the Code.

The Company shall provide the Issuer with, and the Issuer may base its certificate and
statement, each as authorized by the Bond Legislation, on a certificate of an appropriate officer,
employee or agent of or consultant to the Company for inclusion in the transcript of proceedings for
the Bonds, setting forth the reasonable expectations of the Company on the date of delivery of and
payment for the Bonds regarding the amount and use of the proceeds of the Bonds and the facts,
estimates and circumstances on which those expectations are based.

Section 3.5.  Rebate Fund. To the extent required by Section 5.09 of the Indenture,
within five days after the end of the fifth Bond Year and every fifth Bond Year thereafter, and within
five days after payment in full of all outstanding Bonds, the Company shall calculate the amount of
Excess Earnings as of the end of that Bond Year or the date of such payment and shall notify the
Trustee of that amount, If the amount then on deposit in the Rebate Fund created under the Indenture
is less than the amount of Excess Earnings (computed by taking into account the amount or amounts,
if any, previously paid to the United States pursuant to Section 5.09 of the Indenture and this Section), -
the Company shall, within five days after the date of the aforesaid calculation, pay to the Trustee for
deposit in the Rebate Fund an amount sufficient to cause the Rebate Fund to contain an amount equal
to the Excess Eamings, The obligation of the Company to make such payments shall remain in effect
and be binding upon the Company notwithstanding the release and discharge of the Indenture. The
Company shall obtain and keep such records of the computations made pursuant to this Section as are
required under Section [48(f) of the Code. ‘ ' :

(End of Article IIT)
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ARTICLE IV

LOAN BY ISSUER; LOAN PAYMENTS;
ADDITIONAL PAYMENTS; CREDIT FACILITY
AND FIRST MORTGAGE BONDS

Section4.1.  Loan Repayment; Delivery of First Mortgage Bonds. Upon the terms
and conditions of this Agreement, the Issuer agrees to make the Loan to the Company. The proceeds

of the Loan shall be deposited with the Trustee pursuant to Section 3.3 hereof.. As evidence of its
obligation hereunder to repay the Loan, the Company agrees to execute and deliver the First
Mortgage Bonds to the Issuer, in the manner provided in Section 4.9 hereof. In consideration of
and in repayment of the Loan, the Company shall under all circumstances and without reduction for
any reason (other than any credits to which the Company is entitled to under this Agreement or the
Indenture) make, as Loan Payments, to the Trustee for the account of the Issuer, payments on the First
Mortgage Bonds which correspond, as to time, and are equal in amount as of the Loan Payment Date,
to the corresponding Bond Service Charges payable on the Bonds. All Loan Payments received by
the Trustee shall be held and disbursed in accordance with the provisions of the Indenture for
application to the payment of Bond Service Charges.

The Company shall be entitled to a credit agamst the Loan Payments required to be
made on any Loan Payment Date to the extent that the balance of the Bond Fund is then in excess of
amounts required (a) for the payment of Bonds therctofore matured or theretofore called for
redemption, or to be called for redemption pursuant to Section 6.1 hereof (b) for the payment of
interest for which checks or drafts have been drawn and mailed by the Trustee or Paying Agent, and
{¢) 1o be deposited in the Bond Fund by the Indenture for use other than for the payment of Bond
Service Charges due on that Loan Payment Date.

The Company’s obligation to make Loan Payments shall be reduced to the extent of
(2) any payments made by the Credit Facility Issuer to the Trustee in respect of the principal of,
premium, if any, or interest on the Bonds when due pursuant to the Credit Facility, provided, that the
Credit Facility Issuer has been reimbursed for such payments in accordance with the terms of the
Reimbursement Agreement, or (b) the availability of remarketing proceeds to pay the purchase price
pursuant to Section 4.08 of the Indenture.

Except for such interest of the Company as may hereafter arise pursuant to Section 8.2
hereof or Sections 5.07 or 5.08 of the Indenture, the Company acknowledges that the Company has
no interest in the Bond Fund or the Bond Purchase Fund and the Issuer acknowledges that neither the
State nor the I[ssuer has any interest in the Bond Fund or the Bond Purchase Fund, and the Company
and the Issuer acknowledge that any moneys deposited therein shall be in the custody of and held by
the Trustee in trust for the benefit of the Holders.

Section4.2,  Additional Payments. The Company shall pay to the Issuer, promptly
after the filing of any necessary Form 8038 information statement, the Issuer Fee and, as Additional
Payments hereunder, any and all reasonable costs and expenses incurred or to be paid by the Issuer in
connection with the issnance and delivery of the Bonds or otherwise related to actions taken by the
Issuer under this Agreement or the Indenture.

The Company shall pay the Administration Expenses to the Trustee, the Registrar, the
Remarketing Agent, the Auction Agent, and any Paying Agent or Authenticating Agent, as
appropriate, as Additional Payments hereunder.

The Company may, without creating a defaunlt hereunder, contest in good faith the
reasonableness of any such cost or expense incurred or to be paid by the Issuer and any
Administration Expenses claimed to be due to the Trustee, the Registrar, the Auction Agent, the
Remarketing Agent, any Paying Agent or any Authenticating Agent.
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' In the event the Company should fail to pay any Loan Payments, Additional
Payments or Administration Expenses as provided herein when due, the payment in default shall
continue as an obligation of the Company until the amount in default shall have been fully paid
together with interest thereon during the default period at the Interest Rate for Advances.

Section4.3. Place of Payments, The Company shall make all Loan Payments
directly to the Trustee at its Principal Office. Additional Payments shall be made directly to the
person or entity to whom or to which they are due.

Section 4.4.  Obligations Unconditional. The obligations of the Company to make
Loan Payments, Additional Payments and any payments required of the Company under Section 5.09
of the Indenture shall be absolute and unconditional, and the Company shall make such payments
without abatement, dimioution or deduction regardless of any cause or circumstances whatsoever
including, without limitation, any defense, set-off, recoupment or counterclaim which the Company
may have or assert against the Issuer, the Trustee, the Registrar, the Remarketing Agent, the Auction
Agent, the Paying Agent or any other Person.

Section 4.5.  Assignment of Revenues, Agreement and First Mortgage Bonds. To
secure the payment of Bond Service Charges, the Issuer shall absolutely assign to the Trustee, its

successors in trust and its and their assigns forever, by the Indenture, all right, title and interest of
the Issuer in and to (a) the Revenues, including, without limitation, all Loan Payments and other
amounts receivable by or on behalf of the Issuer under the Agreement in respect of repayment of
the Loan, (b) the Agreement except for the Unassigned Issuer’s Rights, and (c) the First Mortgage
Bonds. The Company hereby agrees and consents to those assignments.

Section 4.6.  Credit Facility; Cancellation; Notices.

(a) The Company may, but shall not be required to, provide for the delivery of a
Credit Facility with respect to the Bonds.

(b)  Upon satisfaction of the requirements contained in Section 14.03 of the
Indenture, the Company may provide for the delivery of an Alternate Credit Facility.

(c) Upon satisfaction of the conditions contained in Section 14.02 of the
Indenture, the Company may cancel any Credit Facility then in effect at such time and direct the
Trustee in writing to surrender such Credit Facility to the Credit Facility Issuer by which it was
issued in accordance with the Indenture; provided, that no such cancellation shall become effective
and no such surrender shall take place until all Bonds subject to purchase pursuant to Section
4.07(e) of the Indenture have been so purchased or redeemed with the proceeds of such Credit
Facility.

Section 4.7.  Company's Option to Elect Rate Period: Changes in Auction Date and
Length of Auction Periods. The Company shall have, and is hereby granted, the option to elect to
convert on any Conversion Date the interest rate borne by the Bonds to Variable Rate or an Auction
Rate to be effective for a Rate Period pursuant to the provisions of Article II of the Indenture and
subject to the terms and conditions set forth therein. In addition, the Company at its option, with prior
written consent of the Holders, may determine fo establish a new Index Rate Period in accordance
with the provisions of Section 2.03(f)(iv) of the Indenture. Prior to conversion to an Auction Rate, the
Company shall designate an Auction Agent and at least one Broker-Dealer; until any such conversion
is made any references herein to the Auction Agent and the Broker-Dealer shall be ineffective. When
the Bonds bear interest at an Auction Rate, the Company also shall have the option to direct the
change of Auction Dates and/or the length of Auction Periods in accordance with the Indenture. To
exercise such options, the Company shall give the written notice required by the Indenture.

Section 4.8. Company's Obligation to Purchase Bonds. The Company hereby
agrees to pay or cause to be paid to the Trustee or the Paying Agent, on each day on which Bonds may
be or are required to be tendered for purchase, amounts equal to the amounts to be paid by the Trustee
or the Paying Agent with respect to the Bonds tendered for purchase on such dates pursuant to Article
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IV of the Indenture; provided, however, that the obligation of the Company to make any such
payment under this Section shall be reduced by the amount of (A) moneys paid by the Remarketing
Agent as proceeds of the remarketing of such Bonds by the Remarketing Agent, (B) moneys drawn
under a Credit Facility, if any, for the purpose of paying such purchase price and (C) other moneys
made available by the Company, as set forth in Section 4.08(b)(ii) of the Indenture.

Section 4.9.  First Mortgage Bonds. To evidence and secure the obligations of
the Company to make the Loan Payments and repay the Loan, the Company will, concurrently
with the issuance of the Bonds, execute and deliver First Mortgage Bonds to the Issuer in an
aggregate principal amount equal fo the aggregate principal amount of the Bonds. The Company
agrees that First Mortgage Bonds authorized pursuant to the Company Mortgage, will be issued
containing the terms and conditions and in substantially the form set forth in the Supplemental
Mortgage Indenture. The First Mortgage Bonds shall:

(@)  provide for payments of interest equal to the
payments of interest on the Bonds;

(b)  provide for payments of principal and any premium
equal to the payments of principal (whether at maturity or by call for
mandatory or optional redemption or tender for purchase or
purs(tilant to acceleration or otherwise) and any premium on the
Bonds;

(¢)  require all such payments on such First Mortgage
Bonds to be made on or prior to the due date for the corresponding
payments to be made on the Bonds; and

(d)  contain redemption provisions corresponding with
such provisions of the Bonds. ‘

Unless the Company is entitled to a credit under this Agreement or the Indenture, all payments on

the First Mortgage Bonds shall be in the full amount required thereunder. The First Mortgage

Bonds shall be registered in the name of the Trustee (as assignee of the Issuer under the Indenture)

?hnd slziall not be transferred by the Trustee, except to effect transfers to any successor trustee under
¢ Indenture.

(End of Article I'V)
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ARTICLEV
ADDITIONAL AGREEMENTS AND COVENANTS

Section 5.1.  Right of Inspection. The Company agrees that, subject to reasonable
security and safety regulations and to reasonable requirements as to notice, the Issuer and the Trustee
and their or any of their respective duly authorized agents shall have the right at all reasonable times
to enter upon the Project Sites to examine and inspect the Projects.

Section 5.2. Maintenance. The Company shall use its best efforts to keep and
maintain the Project Facilities, including all appurtenances thereto and any personal property therein
or thereon, in good repair and good operating condition so that the Project Facilities will continue to
consﬁt'gute Air Quality Facilities for the purposes of the operation thereof as required by Section 5.4
hereof.

So long as such shall not be in violation of the Act or impair the character of the
Project Facilities as Air Quality Facilities, and provided there is continued compliance with
applicable laws and regulations of governmental entities having jurisdiction thereof, the Company
shall have the right to remodel the Project Facilities or make additions, modifications and
improvements thereto, from time to time as it in its discretion, may deem to be desirable for its uses
and purposes, the cost of which remodeling, additions, modifications and improvements shall be paid
by the Company and the same shall, when made, become a part of the Project Facilities.

Section 5.3.  Removal of Portions of the Project Facilities. The Company shall not
be under any obligation to renew, repair or replace any inadequate, obsolete, worn out, unsuitable,
undesirable or unnecessary portions of the Project Facilities, except that, subject to Section 5.4 hereof,
it will use its best efforts to ensure the continued character of the Project Facilities as Air Quality
Facilities. The Company shall have the right from time to time to substitute personal property or
fixtures for any portions of the Project Facilities, provided that the personal property or fixtures so
substituted shall not impair the character of the Project Facilities as Air Quality Facilities. Any such

substituted property or fixtures shall, when so substituted, become a part of the Project Facilities. The

Company shall also have the right to remove any portion of the Project Facilities, without substitution
therefor; provided, that the Company shall deliver to the Trustee a certificate signed by an Engineer
describing said portion of the Project Facilities and stating that the removal of such property or
fixtures will not impair the character of the Project Facilities as Air Quality Facilities.

Section 54.  Operation of Project Facilities. The Company will, subject to its
obligations and rights to maintain, repair or remove portions of the Project Facilities, as provided in
Sections 5.2 and 5.3 hereof, use its best efforts to continue operation of the Project Facilities so long
as and to the extent that operation thereof is required to comply with laws or regulations of
governmental entities having jurisdiction thereof or unless the Issuer shall have approved the
discontinuance of such operation (which approval shall not be unreasonably withheld). The
Company agrees that it will, within the design capacities thereof, use its best efforts to operate and
maintain the Project Facilities in accordance with all applicable, valid and enforceable rules and
regulations of governmental entities having jurisdiction thereof; provided, that the Company reserves
the right to contest in good faith any such laws or regulations.

Nothing in this Agreement shall prevent or restrict the Company, in its sole discretion,
at any time, from discontinuing or suspending either permanently or temporarily its use of any facility
of the Company served by the Project Facilities and in the event such discontinuance or suspension
shall render unnecessary the continued operation of the Project Facilities, the Company shall have the
nght to discontinue the operation of the Project Facilities during the period of any such
discontinuance or suspension.
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Section 5.5. Imsurance. The Company agrees to insure its interest in the Project
Facilities in the amount and with the coverage required by the Company Mortgage.

Section 5.6. Workers' Compensation Coverage. Throughout the term of this
Agreement, the Company shall comply, or cause compliance, with applicable workers' compensation
laws of the State.

Section 5.7.  Damage; Destruction and Eminent Domain. If, during the term of
this Agreement, the Project Facilities or any portion thereof is destroyed or damaged in whole or in
part by fire or other casualty, or title to, or the temporary use of, the Project Facilities or any
portion thereof shall have been taken by the exercise of the power of eminent domain, and the
Company or the Company Mortgage Trustee receives net proceeds from insurance or any
condemnation award in connection therewith, the Company (unless it shall have exercised its
option to prepay the Loan Payments pursuant to Section 6.2 hereof), to the extent required to
comply with applicable laws and regulations with respect to the operations of facilities of the
Company served by the Projects, shall promptly cause such net proceeds or an amount equal
thereto to be used to repair, rebuild or restore the portion of the Project Facilities so damaged,
destroyed or taken with such changes, alterations and modifications (including the substitution and
addition of other property) as may be necessary or desirable for the administration and operation of
the Project Facilities as Air Quality Facilities and as shall not impair the character or significance
of the Project Facilities as furthering the purposes of the Act. It is hereby acknowledged and
agreed that any net proceeds from insurance or any condemnation award relating to the Project
Facilities are subject to the lien of the Company Mortgage and shall be disposed of in accordance
with the terms and provisions of the Company Mortgage and that any obligations of the Company
under this Section 5.7 not satisfied by application of such net proceeds shall be limited to the
general credit of the Company and does not require disposition of such net proceeds contrary to the
requirements of the Company Mortgage.

Section 5.8, Company to Maintain its Corporate Existence: Conditions Under
Which Exceptions Permitted. The Company agrees that during the term of this Agreement it will
maintain its corporate existence and, will not sell, merge or consolidate with or into any other
Person or sell, lease or transfer all or substantially all of its property to any Person, except that the
following shall be permitted:

(a) the Company may transfer property, including the
Project Facilities, as part of a Restructuring Transaction,;

(b)  the Company may consolidate with or merge with or
into any other Person or sell, lease or transfer all or substantially all
of its properties to any Person so long as either (A) the Company
shall be the surviving corporation or (B) the Person (if other than the
Company) formed by such consolidation or into which the
Company is merged or the Person which acquires by conveyance,
transfer or lease the properties of the Company substantially as an
entirety shall be organized and validly existing under the laws of the
United States or any state thereof or the District of Columbia and
shall expressly assume all of the obligations of the Company under
this Agreement;

(<) a subsidiary of the Company shall be permitted to

merge or consolidate with or into or sell, lease or transfer all or
substantially all of its property to the Company (provided, with
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respect to a merger, the Company is the surviving entity) or another
subsidiary of the Company;

(@)  the Company may wind up, voluntarily liquidate or
dissolve any subsidiary if (A) such subsidiary is not a Significant
Subsidiary (as defined in Rule 1-02 of Regulation S-X promulgated
under the Securities Act of 1933, as amended) and (B) the winding
up, voluntary liquidation or dissolution of such subsidiary will not
result in an Event of Default hereunder or otherwise have a material
adverse effect on the business, property, financial condition or
results of operations of the Company and its subsidiaries, taken asa
whole, which materially and adversely affects the ability of the
Company to perform its obligations under this Agreement.

If a consolidation, merger, sale, lease or other transfer is made as provided in this
Section, the provisions of this Section shall continue in full force and effect and no further
consolidation, merger, sale, lease or other transfer shall be made except in compliance with the
provisions of this Section.

Section 5.9.  Indemnification. The Company releases the Issuer from, agrees that
the Issuer shall not be liable for, and indemnifies the Issuer against, all labilities, claims, costs and
expenses imposed upon or asserted against the Issuer on account of: (a) any loss or damage to
property or injury to or death of or loss by any person that may be occasioned by any cause
whatsoever pertaining to the construction, maintenance, operation and use of the Project Facilities; (b)
any breach or default on the part of the Company in the performance of any covenant or agreement of
the Company under this Agreement or any related document, or arising from any act or failure to act
by the Company, or any of its agents, contractors, servants, employees or licensees; (c) the
authorization, issuance and sale of the Bonds, or the subsequent remarketing or determination of the
interest rate or rates on the Bonds, and the provision of any information furnished in connection
therewith concerning the Project Facilities or the Company (including, without limitation, any
information furnished by the Company for inclusion in any certifications made by the Issuer under
Section 3.7 hereof or for inclusion in, or as a basis for preparation of, the Form 8038 information
statement to be filed by the Issuer; and (d) any claim or action or proceeding with respect to the
matters set forth in (a), (b) and (c) above brought thereon.

The Company agrees to indemnify the Trustee (including any predecessor Trustee),
the Paying Agent, the Remarketing Agent, the Auction Agent and the Registrar (each hereinafter
referred to in this section as an "indemnified party™) for and to hold each of them harmless from and
against all losses, liabilities, obligations, damages, claims, costs and expenses of any kind or nature
whatsoever (including the compensation and expenses of their counsel) incurred without
negligence or willful misconduct on the part of the indemnified party arising out of, relating to or
connected with the Indenture or the Auction Agreement, including, but not limited to, on account
of the Trustee’s acceptance or administration of the trusts created by, or the performance of its
powers or duties under the Indenture, or of any action taken or omitted to be taken by the
indemnified party in accordance with the terms of this Agreement, the Bonds or the Indenture or
any action taken at the request of or with the consent of the Company, including the costs and
expenses of the indemnified party in defending itself against or investigating any claim, loss, or
liability, action, suits or proceeding brought in connection with the exercise or performance of any
of its powers or duties under this Agreement, the Bonds or the Indenture.

In case any action or proceeding is brought against the Issuer or an indemnified party

in respect of which indemnity may be sought hereunder, the party seeking indemnity promptly shall
give notice of that action or proceeding to the Company, and the Company upon receipt of that notice
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shall have the obligation and the right to assume the defense of the action or proceeding; provided,
that failure of a party to give that notice shall not relieve the Company from any of its obligations
under this Section unless that failure prejudices the defense of the action or proceeding by the
Company. At its own expense, an indemnified party may employ separate counsel and participate in
the defense; provided, however, where it is reasonably determined by Issuer or indemnified parties to
be ethically inappropriate or that it would create an actual or potential conflict of interest for one firm
to represent the interests of the Issuer and any other indemnified party or parties, the Company shall,
to the extent applicable, pay the Issuer's and the indemnified parties’ legal expenses in connection
with the Issuer's and the indemnified parties® retention of separate counsel. The Company shall not
be liable for any settlement made without its consent.

The indemnification set forth above is intended to and shall include the
indemnification of all affected officials, directors, officers and employees and agents of the Issuer, the
Trustee, the Paying Agent, the Remarketing Agent, the Auction Agent and the Registrar, respectively.
That indemnification is intended to and shall be enforceable by the Issuer, the Trustee, the Paying
Agent, the Remarketing Agent and the Registrar, respectively, to the full extent permitted by law.
Each of the Trustee and each indemnified Person not a party to this Agreement is an express third
party beneficiary of this Section 5.9 and shall have the right to enforce or pursue remedies under the
provisions hereof as fully as though an original party hereto.

Section 5.10. Issuer and Company Not to Adversely Affect Exclusion of Interest on
Bonds From Gross Income For Federal Income Tax Purposes. The Issuer, solely to the extent within

its control, and the Company each hereby covenants and represents that it has taken and caused to be
taken and shall take and cause to be taken all actions that may be required of it for the interest on the
Bonds to be and remain excluded from the gross income of the Holders for federal income tax
purposes, and that it has not taken or permitted to be taken on its behalf, and covenants that it will not
take, or permit to be taken on its behalf, any action which, if taken, would adversely affect that
exclusion under the provisions of the Code. Neither the Issuer nor the Company shall cause any
proceeds of the Bonds to be expended, except pursuant to the Indenture and this Agreement.

Section 5.11. Qwnership of Projects: Use of Projects. The Issuer agrees that it does
not have and shall not have any interest in, title to or ownership of the Projects or the Project Sites.
The Issuer does hereby covenant and agree that it will not take any action, or cause any action to be
taken on its behalf, during the term of this Agreement, other than pursuant to Article VII of this
Agreement or Article VII of the Indenture, to interfere with the Company’s ownership interest in the
Projects or to prevent the Company from having possession, custody, use and enjoyment of the .-
Projects, except such action as is requested by the Trustee in enforcing any remedies available to it
under this Agreement or the Indenture. ‘

Section 5.12. Assignment of Agreement in Whole or in Part by Company. This
Agreement may be assigned in whole or in part by the Company without the necessity of obtaining

the consent of either the Issuer or the Trustee, subject, however, to each of the following conditions:

(a) No assignment (other than pursuant to Section 5.8 or
Section 5.13 hereof) shall relieve the Company from primary liability
for any of its obligations hereunder, and in the event of any such
assignment the Company shall continue to remain primarily liable for
the payment of the Loan Payments and Additional Payments and for
performance and observance of the agreements on its part herein
provided to be performed and observed by it.

(b)  Any assignment by the Company must retain for the
Company such rights and interests as will permit it to perform its
obligations under this Agreement, and any assignee from the
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. Company shall assume the obligations of the Company hereunder to
the extent of the interest assigned.

(c) The Company shall furnish to the Issuer and the
Trustee an Opinion of Bond Counsel addressed to the Issuer and the
Trustee to the effect that such assignment is authorized or permitted
by the Act and will not adversely affect the exclusion from gross
income of interest on the Bonds.

(d) The Company shall, within 30 days after execution
thereof, furnish or cause to be furnished to the Issuer and the Trustee a
true and complete copy of each such assignment together with any
instrument of assumption.

(e) Any assignment from the Company shall not
materially impair fulfillment of the Project Purposes to be
accomplished by operation of the Projects as herein provided.

5.13  Assignment of Agreement in Whole by Company (Novatien). In addition to
an assignment contemplated by Sections 5.8 and 5.12 hereof, this Agreement may be assigned as a

whole by the Company, subject, however, to each of the following conditions:

(a) The Company’s rights, duties and obligations under
this Agreement and all related documents are assigned to, and
assumed in full by, the assignee either (i) as of a date the Bonds are
subject to mandatory purchase under Section 4.07 of the Indenture
or (ii) as of a date specified by the Company in connection with a
Restructuring Transaction but, in such case, only if the assignee is
the GenCo and the Company has delivered to the Issuer and the
Trustee written evidence of an Investment Grade Rating (taking into
account such assignment to, and assumption in full by, the GenCo)
with respect to the Bonds from each Rating Agency. '

{b)  The assignee and the Company shall execute an
assignment and assumption agreement, in form and substance
reasonably acceptable to the Company, and acknowledged and
agreed to by the Issuer, whereby the assignee shall confirm and
acknowledge that it has assumed all of the rights, duties and
obligations of the Company under this Agreement and all related
documentation and agrees to be bound by and to perform and
comply with the terms and provisions of this Agreement and all
related documentation as if it had originally executed the same;
provided further that if there is more than one assignee, such
assignment and assumption agreement shall be on a joint and
several basis among all assignees.

{©) The Company shall furnish to the Issuer and the
Trustee (i) an Opinion of Bond Counsel to the effect that such
assignment is authorized or permitted by the Act and will not
adversely affect the exclusion from gross income of interest on the
Bonds, (ii) an opinion of counsel to the assignee to the effect that
such assignment and assumption agreement has been duly
authorized by the assignee and constitutes the legal, valid and
binding obligation of the assignee, enforceable against the assignee
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in accordance with its terms, subject to laws relating to or affecting
generally the enforcement of creditors’ rights, including, without
limitation, bankruptcy and insolvency laws and to general principles
of equity (regardless of whether considered in a proceeding in
equity or at law) and (iii) a certificate of an Authorized Company
Representative and an opinion of counsel to the Company, each
stating to the effect that such assignment complies with this Section
5.13 and that all conditions precedent herein relating to such.
assignment have been complied with,

(d)  The Company shall, within 30 days after execution
thereof, furnish or cause 1o be furnished to the Issuer and the Trustee
a true and complete copy of such assignment and assumption
agreement.

(e) Any assignment from the Company shall not
materially impair fulfillment of the purpose of the Projects as herein
provided.

(H Upon the effectiveness of such assignment and
assumption, the assignee shall be deemed to be the “Company”
hereunder and the assignor shall be relieved of all liability
hereunder.

(End of Article V)
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ARTICLE VI
REDEMPTION

Section 6.1.  Optional Redemption. Provided no Event of Default shall have
occurred and be subsisting, at any time and from time to time, the Company may deliver moneys to
the Trustee in addition to Loan Payments or Additional Payments required to be made and direct the
Trustee to use the moneys so delivered for the purpose of redeeming Bonds called for optional
redemption in accordance with the applicable provisions of the Indenture providing for optional
redemption at the redemption price stated in the Indenture. Pending application for those purposes,
any moneys so delivered shall be held by the Trustee in a special account in the Bond Fund and
delivery of those moneys shall not, except as set forth in Section 4.1 hereof, operate to abate or
postpone Loan Payments or Additional Payments otherwise becoming due or to alter or suspend any
other obligations of the Company under this Agreement.

Section 6.2.  Extraordinary QOptional Redemption. The Company shall have,
subject to the conditions hereinafter imposed, the option during a Term Rate Period to direct the
redemption of the Bonds in whole or in part in accordance with Section 4.01(a) of the Indenture
upon the occurrence of any of the following events:

(a) A Project or a Generating Station shall have been
damaged or destroyed to such an extent that (1) it cannot reasonably
be expected to be restored, within a period of six consecutive
months, to the condition thereof immediately preceding such
damage or destruction or (2) the Company is reasonably expected to
be prevented from carrying on its normal operations in connection
therewith for a pertod of six consecutive months.

(b)  Title to, or the temporary use of, all or a significant
part of a Project or a Generating Station shall have been taken under
the exercise of the power of eminent domain (1) to such extent that it
cannot reasonably be expected to be restored within a period of six
consecutive months to a condition of usefulness comparable to that
existing prior to the taking or (2) to such an extent that the Company
is reasonably expected to be prevenied from carrying on its normal
operations in connection therewith for a period of six consecutive
months.

(¢)  Asaresult of any changes in the Constitution of the
State, the Constitution of the United States of America or any state
or federal laws or as a result of legislative or administrative action
(whether state or federal) or by final decree, judgment or order of
any court or administrative bedy (whether state or federal) entered -
after any contest thereof by the Issuer or the Company in good faith,
this Agreement shall have become void or unenforceable or
impossible of performance in accordance with the intent and
purpose of the parties as expressed in this Agreement.

(d)  Unreasonable burdens or excessive liabilities shall
have been imposed upon the Issuer or the Company with respect to a
Project or a Generating Station or the operation thereof, including,
without limitation, the imposition of federal, state or other ad
valorem, property, income or other taxes other than ad valorem
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taxes at the rates presently levied upon privately owned property
used for the same general purpose as a Project or a Generating
Station.

(e) Changes in the economic availability of raw
materials, operating supplies, energy sources or supplies or facilities
(including, but not limited to, facilities in connection with the
disposal of industrial wastes) necessary for the operation of a
Project or a Generating Station for the Project Purposes occur or
technological or other changes occur which the Company cannot
reasonably overcome or control and which in the Company’s
reasonable judgment render a Project or a Generating Station
uneconomic or obsolete for the Project Purposes.

®H Any court or administrative body shall enter a
Jjudgment, order or decree, or shall take administrative action,
requiring the Company to cease all or any substantial part of its
operations served by a Project or a Generating Station to such extent
that the Company is or will be prevented from carrying on its
normal operations at a Project or a Generating Station for a period of
six consecutive months.

(2) The termination by the Company of operations at a
Generating Station. )

As used in this Section 6.2, the term “a Project” means the portion of the Project
Facilities at a particular Generating Station.

The amount payable by the Company in the event of its exercise of the option
granted in this Section shall be the sum of the following:

) An amount of money which, when added to the
moneys and investments held to the credit of the Bond Fund, will be
sufficient pursuant to the provisions of the Indenture to pay, at a
redemption price of 100% of the principal amount redeemed plus
accrued and unpaid interest to the redemption date, and discharge,
the QOutstanding Bonds then being redeemed on the earliest
all:)plicable redemption date, that amount to be paid to the Trustee,
plus

(ii) An amouni of money equal to the Additional
Payments relating to those Bonds accrued and to accrue until actual
final payment and redemption of those Bonds, that amount or
applicable portions thereof to be paid to the Trustee or to the
Persons to whom those Additional Payments are or will be due.

The requirement of (ii) above with respect to Additional Payments to accrue may be met if
provisions satisfactory to the Trustee and the Issuer are made for paying those amounts as they
accrue.

The rights and options granted to the Company in this Section may be exercised
whether or not the Company is in default hereunder; provided, that such default will not relieve the
Company from performing those actions which are necessary to exercise any such right or option
granted hereunder.
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Section 6.3. Mandatory Redemption. The Company shall deliver to the Trustee
the moneys needed to redeem the Bonds in accordance with any mandatory redemption provisions
relating thereto as may be set forth in Section 4.01(b) of the Indenture.

Section 6.4.  Notice of Redemption. In order to exercise an option granted in, or to
consummate a redemption required by, this Article VI, the Company shall, within 180 days following
the event authorizing the exercise of such option, or at any time during the continuation of the
condition referred to in paragraphs (¢), (d) or () of Section 6.2 hereof, or at any time that optional
redemption of the Bonds is permitted under the Indenture as provided in Section 6.1 hereof, or

- promptly upon the occurrence of a Determination of Taxability, give written notice to the Issuer, the
Trustee and the Company Mortgage Trustee that it is exercising its option to direct the redemption of
Bonds, or that the redemption thereof is required by Section 4.01(b) of the Indenture due to the
occurrence of a Determination of Taxability, as the case may be, in accordance with the Agreement
and the Indenture, and shall specify therein the date on which such redemption is to be made, which
date shalt not be more than 180 days from the date such notice is mailed. The Company shall make -
arrangements satisfactory to the Trustee for the giving of the required notice of redemption to the
Holders of the Bonds, in which arrangements the Issuer shall cooperate. The Company shall make
arrangements satisfactory to the Company Mortgage Trustee to effect a concurrent redemption of
an equivalent principal amount of corresponding First Mortgage Bonds under the Supplemental
Mortgage Indenture.

Section 6.5.  Actions by Issuer, Subject to Section 4.2 hereof, at the request of the
Company or the Trustee, the Issuer shall take all steps required of it under the applicable provisions of
the Indenture or the Bonds to effect the redemption of all or a portion of the Bonds pursuant to this
Article VI.

Section 6.6. Concurrent Discharging of First Mortgage Bonds. In the event any
of the Bonds or portion thereof shall be paid and discharged, or deemed to be paid and discharged,
pursuant to any provisions of this Agreement and the Indenture, so that such Bonds or such portion
thereof are not thereafter outstanding within the meaning of the Indenture, a like principal amount
of corresponding First Mortgage Bonds shall be deemed fully paid for purposes of this Agreement
and to such extent the obligations of the Company hereunder shall be deemed terminated.

(End of Article VI)
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ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

Section 7.1.  Events of Default. Each of the following shall be an Event of Default:

(@  The occurrence of an event of default as defined in
Section 7.01 (a), (b), (¢), (d) or (g) of the Indenture;

(b)  The Company shall fail to observe and perform any
other agreement, term or condition contained in this Agreement, other
than such failure as will have resulted in an event of default described
in (a) above and the continuation of that failure for a period of 90 days
after notice thereof shall have been given to the Company by the
Issuer or the Trustee, or for such longer period as the Issuer may agree
to in writing; provided, that such failure shall not constitute an Event
of Default so long as the Company institutes curative action within the
applicable period and diligently pursues that action to completion
within 150 days after the expiration of initial cure period as
determined above, or within such longer period as the Issuer may
agree 1o in writing; and

(c) The occurrence of a “completed default” as defined
in Section 1 of Article Twelve of the Company Mortgage.

Notwithstanding the foregoing, if, by reason of Force Majeure, the Company is
unable to perform or observe any agreement, term or condition hereof which would give rise to an
Event of Default under subsection (b) hereof, the Company shall not be deemed in default during the
continuance of such inability, However, the Company shall promptly give written notice to the
Trustee and the Issuer of the existence of an event of Force Majeure and shall use its best efforts to
remove the effects thereof; provided that the settlement of strikes or other industrial disturbances shall
be entirely within its discretion.

The exercise of remedies hereunder shall be subject to any applicable limitations of
federal bankruptey law affecting or precluding that declaration or exercise during the pendency of or
immediately following any bankruptey, liquidation or reorganization proceedings.

Section 7.2. Remedies on Default. Whenever an Event of Default shall have
happened and be subsisting, either or both of the following remedial steps may be taken:

(a) The Issuer or the Trustee may have access to, inspect,
examine and make copies of the books, records, accounts and
financial data of the Company, only, however, insofar as they pertain
to the Projects; or ‘

(b) The Issuer or the Trustee may pursue all remedies now
or hereafter existing at law or in equity to recover all amounts,
including all Loan Payments and Additional Payments, then due and
thereafter to become due under this Agreement (including Loan
Payments due upon tender for purchase or pursuant to acceleration),
or to enforce the performance and observance of any other obligation
or agreement of the Company under this Agreement.
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Notwithstanding the foregoing, the Issuer shall not be obligated to take any step which in its opinion
will or might cause it to expend time or money or otherwise incur liability unless and until a
satisfactory indemnity bond has been furnished to the Issuer at no cost or expense to the Issuer. Any
amounts collected as Loan Payments or applicable to Loan Payments and any other amounts which
would be applicable to payment of Bond Service Charges collected pursuant to action taken under
this Section shall be paid into the Bond Fund and applied in accordance with the provisions of the
Indenture or, if the outstanding Bonds have been paid and discharged in accordance with the
provisions of the Indenture, shall be paid as provided in Section 5.08 of the Indenture for transfers of
remaining amounts in the Bond Fund.

The provisions of this Section are subject to the further limitation that the rescission
and annulment by the Trustee of its declaration that all of the Bonds are immediately due and payable
also shall constitute a rescission and annulment of any corresponding declaration made pursuant to
this Section and a rescission and annulment of the consequences of that declaration and of the Event
of Default with respect to which that declaration has been made, provided that no such rescission and
?hnnulment shall extend to or affect any subsequent or other default or impair any right consequent

ereor.

Section 7.3.  No Remedy Exclusive. No remedy conferred upon or reserved to the
Issuer or the Trustee by this Agreement is intended to be exclusive of any other available remedy or
remedies, but each and every such remedy shall be cumulative and shall be in addition to every other
remedy given under this Agreement, or now or hereafter existing at law, in equity or by statute. No
delay or omission to exercise any right or power accruing upon any defanlt shall impair that right or
power or shall be construed to be a waiver thereof, but any such right or power may be exercised from
time to time and as often as may be deemed expedient. In order to entitle the Issuer or the Trustee to
exercise any remedy reserved to it in this Article, it shall not be necessary to give any notice, other
than any notice required by law or for which express provision is made herein.

Section 7.4.  Agreement to Pay Attorneys' Fees and Expenses. If an Event of
Default should occur and the Issuer or the Trustee should incur expenses, including attorneys' fees
and expenses, in connection with the enforcement of this Agreement or the collection of sums due
hereunder, the Company shall be required, to the extent permitted by law, to reimburse the Issuer and
the Trustee, as applicable, for the fees and expenses so incurred upon demand.

Section 7.5. No Waiver. No failure by the Issuer or the Trustee to insist upon the
strict performance by the Company of any provision hereof shall constitute a waiver of their right to
strict performance and no express waiver shall be deemed to apply to any other exXisting or subsequent
right to remedy the failure by the Company to observe or comply with any provision hereof.

Section 7.6,  Notice of Default. The Company shall notify the Trustee immediately
if it becomes aware of the occurrence of any Event of Default hereunder or of any fact, condition or
event which, with the giving of notice or passage of time or both, would become an Event of Default.

(End of Article VII)
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ARTICLE VI
MISCELLANEOQUS

Section 8.1.  Term of Agreement. This Agreement shall be and remain in full force
and effect from the date of delivery of the Bonds until such time as (i) all of the Bonds shall have been
fully paid (or provision made for such payment) pursuant to the Indenture and the Indenture has been
released pursuant to Section 9.01 thereof and (ji) all other sums payable by the Company under this
Agreement shall have been paid; provided, however, the provisions of Sections 4.2, 5.9 and 7.4 of
this Agreement shall survive the payment in full of the Bonds, the safisfaction, discharge and
termination of this Agreement or the Indenture, and the resignation or removal of the Trustee, any
Paying Agent, any Auction Agent, any Remarketing Agent, the Registrar and any Authenticating
Agent as the case may be,

Section 8.2.  Amounts Remaining in Funds. Any amounts in the Bond Fund
remaining unclaimed by the Holders of Bonds for four years after the due date thereof (whether at
stated maturity, by redemption, upon acceleration or otherwise), at the option of the Company, shall
be deemed to belong to and shall be paid, subject to Section 5.07 of the Indenture, at the written
request of the Company, to the Company by the Trustee. With respect to that principal of and any
premium and interest on the Bonds to be paid from moneys paid to the Company pursuant to the
preceding sentence, the Holders of the Bonds entitled to those moneys shall look solely to the
Company for the payment of those moneys. Further, any amounts remaining in the Bond Fund and
any other special funds or accounts created under this Agreement or the Indenture, except the Rebate
Fund, after all of the Bonds shall be deemed to have been paid and discharged under the provisions of
the Indenture and all other amounts required to be paid under this Agreement and the Indenture have
been paid, shall be paid to the Company to the extent that those moneys are in excess of the amounts
necessary to effect the payment and discharge of the Outstanding Bonds.

Section 8.3.  Notices. All notices, certificates, requests or other communications
hereunder shall be in writing, except as provided in Section 3.7 hereof, and shall be deemed to be
sufficiently given when mailed by registered or certified mail, postage prepaid, and addressed to the
appropriate Notice Address; provided, however, that no notice shall be deemed sufficiently given to
the Trustee uniess and until actually received by the Trustee at the Principal Office of the Trustee.
A duplicate copy of each notice, certificate, request or other communication given hereunder to the
Issuer, the Company, the Credit Facility Issuer or the Trustee shall also be given to the others. The
Company, the Issuer, the Credit Facility Issuer and the Trustee, by notice given hereunder, may
designate any further or different addresses to which subsequent notices, certificates, requests or
other communications shall be sent.

Section 8.4.  Extent of Covenants of the Issuer: No Personal Liability. All
covenants, obligations and agreements of the Issuer contained in this Agreement or the Indenture
shall be effective to the extent authorized and permitted by applicable law. No such covenant,
obligation or agreement shall be deemed to be a covenant, obligation or agreement of any present or
future member, officer, agent or employee of the Issuer in other than his official capacity, and neither
the members of the Issuer nor any official executing the Bonds shall be liable personally on the Bonds
or be subject to any personal liability or accountability by reason of the issuance thereof or by reason
ofdthe covenants, obligations or agreements of the Issuer contained in this Agreement or in the
Indenture.

Section 8.5.  Binding Effect. This Agreement shall inure to the benefit of and shall
be binding in accordance with its terms upon the Issuer, the Company and their respective permitted
successors and assigns provided that this Agreement may not be assigned by the Company (except as
permitted under Sections 5.8, 5.12 or 5.13 hereof) and may not be assigned by the Issuer except to (1)

26



the Trustee pursuant to the Indenture or as otherwise may be necessary to enforce or secure payment
of Bond Service Charges or (ii) any successor public body to the Issuer. Sections 4.2, 5.9, 7.4 and
7.7 of this Agreement shall inure to the benefit of the Trustee, the Registrat, any Paying Agent and
any Authenticating Agent and their respective successors and assigns.

Section 8.6. Amendments and Supplements. Except as otherwise expressly
provided in this Agreement or the Indenture, subsequent to the issuance of the Bonds and prior to all
conditions provided for in the Indenture for release of the Indenture having been met, this Agreement
may not be amended, changed, modified, altered or terminated by the parties hereto except with the
consents required by, and in accordance with, the provisions of Article XI of the Indenture, as
applicable, Inno event may the Agreement be amended so as to affect the rights, privileges, duties
or immunities of the Trustee, the Registrar, any Paying Agent or any Authenticating Agent without
its consent.

Section 8.7.  Execution Counterparts. This Agreement may be executed in any
number of counterparts, each of which shall be regarded as an original and all of which shall
constitute but one and the same instrument,

Section 8.8.  Severability. If any provision of this Agreement, or any covenant,
obligation or agreement contained herein is determined by a judicial or administrative authority to be
invalid or unenforceable, that determination shall not affect any other provision, covenant, obligation
or agreement, each of which shall be construed and enforced as if the invalid or unenforceable portion
were not contained herein. That invalidity or unenforceability shall not affect any valid and
enforceable application thereof, and each such provision, covenant, obligation or agreement shall be
deemed to be effective, operative, made, entered into or taken in the manner and to the full extent
permitied by law,

Section 8.9.  Governing Law. This Agreement shall be deemed to be a contract
made under the laws of the State and for all purposes shall be governed by and construed in
accordance with the laws of the State.

Section 8.10. References to Credit Facility. During such time or times as no Credit
Facility is in effect and all of the payment obligations of the Company under any Reimbursement
Agreement shall bave been well and truly paid, references herein to the Credit Facility Issuer shall be
ineffective. If an Event of Default shall have occurred hereunder or under the Indenture due to failure
by the Credit Facility Issuer to honor a properly presented and conforming drawing by the Trustee
under the Credit Facility then in effect in accordance with the terms thereof, references herein to the
Credit Facility Issuer shall be ineffective until the earlier of the cure of such failure or such time as all
of the Bonds have been paid in full.

(End of Article VIIT)
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IN WITNESS WHEREOF, the Issuer and the Company have caused this Agreement
to be duly executed in their respective names, all as of the date hereinbefore written.

OHIO AIR QUALITY DEVELOPMENT
AUTHORITY

o Ll A A

Executive Director

THE DAYTON POWER AND LIGHT COMPANY

By:
Treasurer
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EXHIBIT A
DESCRIPTION OF AIR QUALITY FACILITIES

The Projects being financed under this Agreement are described below and consist of any
property or portion thereof used for the collection, storage, treatment, utilization, processing, or
final disposal of solid waste resulting from the supply, installation and construction of Flue Gas
Desulfurization Systems (FGDS) for the Units at the Generating Stations described below for the
purpose of the removal and disposal of flue gas particulates, sulfur dioxide (SO;) and nitrogen
oxides (NOx). Removal of SO, from the flue gas exhaust is to be accomplished using a wet
limestone FGDS scrubber technology. In that scrubber process, calcium carbonate (reagent)
neutralizes and absorbs the SO, which produces a solid waste of primarily gypsum (waste reagent).
The waste reagent must be processed and disposed of as a solid waste. Use of the FGDS to remove
sulfur dioxide from the flue gas stream creates a solid waste that is collected, transported,
processed and stored in a waste disposal or recycling facility.

1. PROJECT AT MIAMI FORT GENERATING STATION:

The Miami Fort Units 7 & 8 scrubber projects (collectively, the “Miami Fort Project™) are
located at the Miami Fort Generating Station, which is a coal-fired, steam powered electric
generating station located in the southwest area of Hamilton County, Ohio (the “Miami Fort
Generating Station™). The Miami Fort Generating Station consists of five coal-fired boilers of
various ages and ratings. Units 7 & 8 are of similar size and rating, each being 525 MW. Units 7
and 8 are co-owned by the Company (36% ownership interest) and Dynegy Inc. (*Dynegy”; 64%
ownership interest)’. Dynegy is responsible for operation of the Miami Fort Generating Station.
Air emission control regulations require removal and disposal of combustion byproducts from the
Miami Fort Generating Station, including from Units 7 & 8. These byproducts include flue gas
particulates and SO,. '

The design of the Miami Fort Project is based on two principal requirements. First, the
Miami Fort Project must achieve the required level of the applicable emission control. Second,
the Miami Fort Project must produce a waste by-product that is suitable for solid waste disposal.
The Miami Fort Project includes the construction, expansion of and improvements to solid waste
collection, transport, processing and disposal facilities for the Miami Fort Generating Station
related in whole or in part to removing SO, from the flue gas stream of Units 7 & 8 by means of the
installation and use of the FGDS.

2. PROJECT AT KILLEN GENERATING STATION:

The Killen Unit 2 scrubber project (the “Killen Project™) is located at the Killen Generating
Station, which is a coal-fired, steam powered electric generating station located near Manchester,
Ohio in Adams County, Ohio (the “Killen Generating Station™). The Killen Generating Station
consists of one unit, Unit 2, which is rated at 600 MW. This unit is co-owned by the Company
(67% ownership interest) and Dynegy (33% ownership interest). The Company is responsible for
operation of the Killen Generating Station. Air emission control regulations require removal and
disposal of combustion byproducts from the Killen Generating Station, including from Unit 2,
These byproducts include flue gas particulates, SO, and NOx.

' The ownership percentages are different with respect to certain common facilities.



The design of the Killen Project is based on two principal requirements. First, the Killen
Project must achieve the required level of the applicable emission control. Second, the Killen
Project must produce a waste by-product that is suitable for solid waste disposal. The Killen
Project includes the construction, expansion of, and improvements to solid waste collection,
transport, processing and disposal facilities for the Killen Generating Station related in whole or in
part to removing SO; from the flue gas stream of Unit 2 by means of the installation and use of the
FGDS.

3. PROJECT AT J M. STUART GENERATING STATION:

The I.M. Stuart Station Units 1-4 scrubber projects (collectively, the “Stuart Project”) are
located at the J.M. Stuart Generating Station, which is a coal-fired, steam powered electric
generating station located near Aberdeen, Ohio in Brown and Adams Counties, Ohio (the “Stuart
Generating Station™). The Stuart Generating Station consists of four (4) coal-fired boilers each
rated at S8SMW. This Stuart Generating Station is co-owned by the Company (35% ownership
interest), Dynegy (39% ownership interest) and Columbus Southern Power Company (“CSP™;
26% ownership interest). The Company is responsible for operation of the Stuart Generating
Station. Air emission control regulations require removal and disposal of combustion byproducts
from all four (4) units at the Stuart Generating Station. These byproducts include flue gas
particulates, SO, and NOx.

The design of the Stuart Project is based on two principal requirements, First, the Stuart
Project must achieve the required level of the applicable emission control. Second, the Stuart
Project must produce a waste by-product that is suitable for solid waste disposal. The Stuart
Project includes the construction, expansion of, and improvements to solid waste collection,
transport, processing and disposal facilities for the Stuart Generating Station related in whole or in
part to removing SO, from the flue gas stream of Units 1-4 by means of the installation and use of
the FGDS.

4. PROJECT AT CONESVILLE GENERATING STATION:

The Conesville Unit 4 scrubber project (the “Conesville Project”) is located at the
Conesville Generating Station, which is a coal-fired, steam powered electric generating station
located near Conesville, Ohio in Coshocton County, Ohio (the “Conesville Generating Station™).
The Conesville Generating Station consists of four (4) coal-fired boilers of various ages and
ratings. Unit 4 is rated at 780 MW. This unit is co-owned by the Company (16.5% ownership
interest), Dynegy (40% ownership interest) and CSP (43.5% ownership interest). CSP is
responsible for operation of the Conesville Generating Station. Air emission control regulations
require removal and disposal of combustion byproducts from the Conesvilie Generating Station,
including from Unit 4. These byproducts include flue gas particulates, SO, and NOx.

The design of the Conesville Project is based on two principal requirements. First, the
Conesville Project must achieve the required level of the applicable emission control. Second, the
Conesville Project must produce a waste by-product that is suitable for solid waste disposal. The
Conesville Project includes the construction, expansion of, and improvements to solid waste
collection, transport, processing and disposal facilities for the Conesville Generating Station
related in whole or in part to removing SO, from the flue gas stream of Unit 4 by means of the
installation and use of the FGDS. '
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LOAN AGREEMENT

THIS LOAN AGREEMENT is made and entered into as of August 1, 2015 between
the OHIO AIR QUALITY DEVELOPMENT AUTHORITY (the "Issuer"), a body politic and
corporate organized and existing under the laws of the State of Ohio, and THE DAYTON POWER
AND LIGHT COMPANY (the "Company"), a public utility and corporation organized and existing
under the laws of the State of Ohio. Capitalized terms used in the following recitals are used as
defined in Article I of this Agreement.

Pursuant to Section 13 of Article VIII of the Ohio Constitution and the Act, the Issuer
has determined to issue, sell and deliver the Bonds as provided in the Indenture and to lend the
proceeds derived from the sale thereof to the Company to assist in the refunding of the Refunded
Bonds. The Refunded Bonds were issued 1o assist the Company in the refinancing of its portion of
the costs of the Projects.

The Company and the Issuer each have fuil right and lawful authority to enter into this
Agreement and to perform and observe the provisions hereof on their respective parts to be performed
and observed.

NOW THEREFORE, in consideration of the premises and the mutual representations
and agreements herelnafier contained, the Issuer and the Company agree as follows (provided that
any obligation of the [ssuer or the State created by or arising out of this Agreement shall never
constitute a general debt of the Issuer or the State or give rise to any pecuniary liability of the Issuer or
Lhe State but shall be payable solely out of Revenues, including the Loan Payments made pursuant

ereto):



ARTICLE
DEFINITIONS

Section 1.1, Use of Defined Terms. In addition to the words and terms defined
elsewhere in this Agreement, the Indenture or by reference to another document, the words and terms
set forth in Section 1.2 hereof shall have the meanings set forth therein unless the context or use
clearly indicates another meaning or intent. Such definitions shall be equally applicable to both the
singular and plural forms of any of the words and terms defined therein.

Section 1.2.  Definpitions. As used herein:

“Additional Payments” means the amounts reguired to be paid by the Company
pursuant to the provisions of Section 4.2 hereof.

“Administration Expenses” means the compensation {which compensation shall not
be greater than that typically charged in similar circumstances; and which shall not be limited by
any provision of law in regard to the compensation of a trustee of any express trust) and
reimbursement of reasonable expenses, disbursements and advances incurred or made by or on
behalf of the Trustee, the Registrar, the Remarketing Agent, any Auction Agent, any Paying Agent
and any Authenticating Agent (including the reasonable compensation and the expenses and
disbursements of its counsel and of all other persons not regularly in its employ), and shall also
include all fees, charges, expenses, advances, compensation and reimbursements and all other
amounts due the Trustee, the Registrar and any Paying Agent or Authenticating Agent under or
pursuant to Section 6.03 of the Indenture.

“Agreement” means this Loan Agreement, as amended or supplemented from time to
time.

“Air Quality Facility” or "Air Quality Facilities” means those facilities which are air
quality facilities as defined in Section 3706.01, Ohio Revised Code.

“Engineer” means an engineer (who may be an employee of the Company) or
engineering firm qualified to practice the profession of engineering under the laws of the State and
who or which is acceptable to the Trustee.

“EPA” means the Environmental Protection Agency of the State and any successor
body, agency, commission or department.

“Bvent of Default” means any of the events described as an Event of Default in
Section 7.1 hereof.

“Force Majeure” means any of the following:

(i)  acts of God; strikes, lockouts or other industrial disturbances; acts
of public enemies; orders or restraints of any kind of the government of the United
States of America or of the State or any of their departments, agencies, political
subdivisions or officials, or any civil or military authority; inswrrections; civil
disturbances; riots; epidemics; landslides; lightning; earthquakes; fires; hurricanes;
tornados; storms; droughts; floods; arrests; restraint of government and people;
explosions; breakage, nuclear accidents or other malfunction or accident to facilities,
machinery, transmission pipes or canals; partial or entire failure of a utility serving
the Projects; shortages of labor, materials, supplies or transportation; or

(i)  any cause, circumstance or event not reasonably within the control
of the Company.



“Generating Stations” means, respectively, the Killen Electric Generating Station
Unit 2, the Walter C. Beckjord Generating Station Unit 6 and the William H. Zimmer Electric
Generating Station.

“Indenture” means the Trust Indenture related to the Bonds, dated as of the same date
as this Agreement, between the Issuer and the Trustee, as amended or supplemented from time to
time.

“Interest Rate for Advances” means the interest rate per year payable on the Bonds.

“Investment Grade Rating” means a long-term debt rating by a Rating Agency that is
included in one of the four highest debt rating categories of the Rating Agency, provided that such
rating categories shall mean generic categories and without regard to or other qualifications of
ratings within each such generic rating category such as “+7, “-”, “1”, “2” or “3”.

“Issuance Costs” means those costs relating to the issuance of the Bonds as that
term is used in Section 147(g) of the Code, including financial, legal, accounting and printing fees,
charges and expenses, underwriting fees, the Issuer%’ee, initial acceptance fees of the Trustee, any
Authenticating Agent, the Registrar and any Paying Agent, and aI{)other such fees, charges and
expenses incurred in connection with the authorization, sale, issuance and delivery of the Bonds.

“Issuer Fee” means the aggregate fee of $213,750 due to the Issuer from the Company
in connection with the issuance of the Bonds hereunder,

“Loan” means the loan by the Issuer to the Company of the proceeds received from
the sale of the Bonds.

“Loan Payment Date” means any date on which any Bond Service Charges are due
and payable.

“Loan Payments” means the amounts required to be paid by the Company on the First
Mortgage Bonds in repayment of the Loan pursuant to Section 4.1 hereof.

“Notice Address’” means:

(a) As to the Issuer: Ohio Air Quality Development Authority
1718 LeVeque Tower
50 West Broad Street
Columbus, Ohio 43215
Attention: Executive Director

(b)  As to the Company: The Dayton Power & Light Company
1 Monument Circle
Indianapolis, IN 46204
Attention; Treasurer

With a copy to: The Dayton Power & Light Company
1 Monument Circle
Indianapolis, IN 46204
Attention; Assistant Treasurer



(c) As to the Trustee: The Bank of New York Mellon
385 Rifle Camp Road, 3 Floor
Woodland Park, New Jersey 07424
Attention: Corporate Trust Administration

or such additional or different address, notice of which is given under Section 8.3 hereof.

“1954 Code” means the Internal Revenue Code of 1954 as amended from time to
time through the date of enactment of the Code. References to the 1954 Code and Sections of the
1954 Code include relevant applicable regulations (including temporary regulations) and proposed
regulations thereunder and any successor provisions to those Sections, regulations or proposed
regulations.

“Opinion of Bond Counsel” means a written opinion of nationally recognized bond
counsel selected by the Company and acceptable to the Trustee who is experienced in maiters relating
to the exclusion from gross income for federal income tax purposes of interest on obligations issued
by states and their political subdivisions. Bond Counsel may be counse!l to the Trustee or the
Company.

, “QOriginal Bonds™” means the Series 1980 Bonds, the Series 1982 Bonds and the
Series 1985 Bonds.

“Person” or words importing persons mean firms, associations, partnerships
(including without limitation, general and limited partnerships), limited liability entities, joint
ventures, societies, estates, trusts, corporations, public or governmental bodies, other legal entities
and natural persons.

“Prior Bonds” means the Original Bonds, the Series 1992 Bonds, the Series 1995
Bonds and the Series 2005 Bonds.

“Projects” or “Project Facilities” means the real, personal or real and personal
property, including undivided or other interests therein, identified in the Project Descriptions.

“Project Descriptions” means the descriptions of the Project Facilities attached
hereto as Exhibit A (with respect to the Series 1980 Project), Exhibit B (with respect to the Series
1982 Project) and Exhibit C (with respect to the Series 1985 Project), as the same may be amended
in accordance with this Agreement.

“Project Purposes” means the purposes of Air Quality Facilities as described in the
Act and as particularly described in Exhibits A, B and C hereto.

“Project Sites” means, with respect to the Series 1980 Bonds and the Series 1982
Bonds, the Walter C. Beckjord Electric Generating Station in Clermont County, Ohio and the
Killen Electric Generating Station in Adams County, Ohio, and with respect to the Series 1985
Bonds, the William H. Zimmer Electric Generating Station in Clermont County, Ohio.

“Purchasers” means STI Institutional & Government Inc., PNC Bank, National
Association, U.S. Bank National Association, Fifth Third Commercial Funding, Inc., Huntington
Public Capital Corporation, Regions Capital Advantage, Inc., and BMO Harris Bank, N.A.

“Redemption Date” means August 3, 2015 being the date on which all of the
Refunded Bonds are to be redeemed under the Refunded Bonds Indenture in accordance with Section
3.3 hereof.



“Refunded Bonds™ means the $100,000,000 portion of the currently outstanding
principal amount of the Series 2005 Bonds being refunded by the Bonds,

“Restructuring Transaction” means the restructuring of the Company’s operations
in accordance with an order by PUCQO, including the separation of the Company’s generation
assets from its transmission and distribution assets (the “GenCo™), in compliance with the laws of
the state of Ohio and any rules and reguiations thereunder.

“Revenues” means (a) the Loan Payments, (b) all other moneys received or to be
received by the Issuer (excluding the Issuer Fee) or the Trustee in respect of repayment of the Loan,
including without limitation, all moneys and investments in the Bond Fund, (¢} any moneys and
investments in the Refunding Fund, and (d) all income and profit from the investment of the
foregoing moneys. The term "Revenues” does not include any moneys or investments in the Rebate
Fund or the Bond Purchase Fund.

“Series 1980 Bonds™ means the $6,700,000 State of Ohio Air Quality Development
Revenue Bonds, 1980 Series (The Dayton Power and Light Company Project) dated as of May 1,
1980.

“Series 1982 Bonds” means the $21,100,000 State of Ohio Collateralized Air
Quality Development Revenue Bonds, 1982 Series (The Dayton Power and Light Company
Project) dated as of November 1, 1982.

“Series 1985 Bonds” means the $110,000,000 State of Ohio Pollution Control
Revenue Bonds, 1985 Series (The Dayton Power and Light Company Project) dated as of
December 1, 1985.

“Series 1992 Bonds” means the $27,800,000 State of Ohio Collateralized Air
Quality Development Revenue Refunding Bonds, 1992 Series B (The Dayton Power and Light

Company Project) dated as of August 15, 1992, now outstanding in the aggregate principal amount
of $27,800,000.

“Series 1995 Bonds™ means the $110,000,000 State of Ohio Air Quality
Development Revenue Refunding Bonds, 1995 Series (The Dayton Power and Light Company
Project) dated as of September I, 1993, now outstanding in the aggregate principal amount of
$110,000,000.

“Series 1980 Project” means the real, personal or real and personal property,
including undivided or other interests therein financed with the proceeds of the Series 1980 Bonds
and identified as Exhibit A hereto.

“Series 1982 Project” means the real, personal or real and personal property,
including undivided or other interests therein financed with the proceeds of the Series 1982 Bonds
and identified in Exhibit B hereto.

“Series 1985 Project” means the real, personal or real and personal property,
including undivided or other interests therein financed with the proceeds of the Series 1985 Bonds
and identified in Exhibit C hereto.

“Series 2005 Bonds” means the $137,800,000 State of Ohio Coliateralized
Pollution Control Revenue Refunding Bonds, 2005 Series B (The Dayton Power and Light

Company Project) dated as of August 17, 2005, now outstanding in the aggregate principal amount
of $137,800,000.



“State” means the State of Ohio.

“Trustee” means The Bank of New York Mellon, a corporation organized and
existing under the laws of the State of New York, as trustee under the Indenture, unless and until a
successor Trustee shall have become such pursuant to the applicable provisions of the Indenture, and
thereafter "Trustee" shall mean the successor Trustee. "Principal Office" of the Trustee shall mean
the principal corporate trust office of the Trustee for municipal securities, which office at the date of
issuance of the Bonds is located at its Notice Address.

“Unassigned Issuer Rights” means all of the rights of the Issuer to receive Additional
Payments under Section 4.2 hereof, to perform inspections pursuant to Section 5.1 hereof, to be held
harmiess and indemnified under Section 5.9 hereof, to be reimbursed for attorney's fees and expenses
under Section 7.4 hereof and to give or withhold consent to amendments, changes, modifications,
alterations and termination of this Agreement under Section 8.6 hereof and its right to enforce such
rights. '

Section 1.3.  Interpretation. Any reference herein to the State, to the Issuer or to
any member or officer of either includes entities or officials succeeding to their respective functions,
duties or responsibilities pursuant to or by operation of law or lawfully performing their functions.

Any reference to a section or provision of the Constitution of the State or the Act, or to
a section, provision or chapter of the Ohio Revised Code, or to any statute of the United States of
America, includes that section, provision or chapter as amended, modified, revised, supplemented or
superseded from time to time; provided, that no amendment, modification, revision, supplement or
superseding section, provision or chapter shall be applicable solely by reason of this provision, if it
constitutes in any way an impairment of the rights or obligations of the Issuer, the State, the Holders,
the Trustee, the Registrar, the Auction Agent, an Authenticating Agent, a Paying Agent, the Credit
Facility Issuer, the Remarketing Agent, or the Company under this Agreement, the Bond
Legislation, the Bonds, the Indenture, the Company Mortgage, the Supplemental Mortgage
Indenture or the First Mortgage Bonds or any other instrument or document entered into in
connection with any of the foregoing, including without limitation, any alteration of the obligation
to pay Bond Service Charges in the amount and manner, at the times, and from the sources
provided in the Bond Legislation and the Indenture, except as permitted in the Indenture.

Unless the context indicates otherwise, words importing the singular number include
the plural number, and vice versa; the terms "hereof”, "hereby", "herein", "hereto", "hereunder" and
similar terms refer to this Agreement; and the term "hereafier’ means after, and the term "heretofore"
means before, the date of delivery of the Bonds. Words of any gender include the correlative words
of the other genders, unless the sense indicates otherwise.

Section 1.4,  Captions and Headings. The captions and headings in this Agreement
are used solely for convenience of reference and in no way define, limit or describe the scope or intent
of any Articles, Sections, subsections, paragraphs or subparagraphs or clauses hereof.

(End of Article I)



ARTICLE II
REPRESENTATIONS

Section 2.1.  Representations of the Issuer. The Issuer represents that: (a)itisa
body politic and corporate duly organized and validly existing under the laws of the State; (b) it has
duly accomplished all conditions necessary to be accomplished by it prior to the issuance and
delivery of the Bonds and the execution and delivery of this Agreement and the Indenture; (c) it is not
in violation of or in conflict with any provisions of the laws of the State which would impair its ability
to carry out its obligations contained in this Agreement or the Indenture; (d) it is empowered to enter
into the transactions contemplated by this Agreement and the Indenture; (€) it has duly authorized the
execution, delivery and performance of this Agreement and the Indenture; and (f) it will do all things
in its power in order to maintain its existence or assure the assumption of its obligations under this
Agreement and the Indenture by any successor public body.

Section 2.2,  No Warranty by Issuer of Condition or Suitability of the Projects. The
Issuer makes no warranty, either express or implied, as to the suitability or utilization of the Projects

for the Project Purposes, or as to the condition of the Project Facilities or that the Project Facilities are
or will be suitable for the Company's purposes or needs.

Section 2.3.  Representations and Covenants of the Company. The Company
represents that:

(a) The Company has been duly incorporated and is
validly existing as a corporation in good standing under the laws of
the State, with power and authority (corporate and other) to own its
properties and conduct its business, to execute and deliver this
Agreement, the Supplemental Mortgage Indenture, the First
Mortgage Bonds, and to perform its obligations under this
Agreement, the Company Mortgage, the Supplemental Mortgage
Indenture and the First Mortgage Bonds;

(by This Agreement, the Supplemental Mortgage
Indenture and the Company Mortgage have been duly authorized,
executed and delivered by the Company; the First Mortgage Bonds
have been duly authorized, executed, issued and delivered; and this
Agreement, the Supplemental Mortgage Indenture, the Company
Mortgage and the First Mortgage Bonds constitute valid and legally
binding obligations of the Company, enforceable in accordance
with their respective terms, subject to bankruptcy, insolvency,
reorganization and other laws of general applicability relating to or
affecting creditors’ rights, to laws relating to or affecting the
enforcement of the security provided by the Company Mortgage
and to general equity principles;

(c) The execution, delivery and performance by the
Company of this Agreement, the Supplemental Mortgage Indenture,
the Company Mortgage and the First Mortgage Bonds and the
consummation of the transactions contemplated hereby and thereby
will not violate any provision of law or regulation applicable to the
Company, or of any writ or decree of any court or governmental
instrumentality, or of the Articles of Incorporation, as amended, or
the Regulations, as amended, of the Company, or of any mortgage,
indenture, contract, agreement or other undertaking to which the
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Company is a party or which purports to be binding upon the
Company or upon any of its assets;

(@ Substantially all (at least 90%) of the proceeds of the
Original Bonds were used to provide “solid waste disposal
facilities” and “pollution contro! facilities” within the meaning of
Sections 103(b)(4)(E) and (F) of the 1954 Code, respectively, the
original use of which facilities commenced with the Company and
all of the proceeds of the Original Bonds have been spent for the
Projects or to pay costs of issuance of the Original Bonds. All of
such Projects consist of land or property of a character subject to the
allowance for depreciation provided in Section 167 of the Code.
The proceeds of the Bonds (other than any accrued interest thereon)
will be used exclusively to refund the Refunded Bonds and none of
the proceeds of the Bonds will be used to pay for any costs of
issuance of the Bonds. The principal amount of the Bonds does not
exceed the outstanding principal amount of the Refunded Bonds.
All of the proceeds of the Bonds will be used to retire the Refunded
Bonds not later than 90 days after the date of issuance of the Bonds.
The proceeds of the Series 2005 Bonds (other than any accrued
interest thereon) were used exclusively to refund the Series 1992
Bonds and the Series 1995 Bonds and none of the proceeds of the
Series 2005 Bonds was used to pay for any costs of issuance of the
Series 2005 Bonds. The proceeds of the Series 1992 Bonds (other
than any accrued interest thereon) were used exclusively to refund
the Series 1980 Bonds and the Series 1982 Bonds and none of the
proceeds of the Series 1992 Bonds was used to pay for any costs of
issuance of the Series 1992 Bonds. The principal amount of the
Series 1992 Bonds did not exceed the outstanding aggregate
principal amount of the Series 1980 Bonds and the Series 1982
Bonds. All of the proceeds of the Series 1992 Bonds were used to
retire the Series 1980 Bonds and the Series 1982 Bonds not later
than 90 days after the date of issuance of the Series 1992 Bonds.
The proceeds of the Series 1995 Bonds (other than any accrued
interest thereon) were used exclusively to refund the Series 1985
Bonds and none of the proceeds of the Series 1995 Bonds was used
to pay for any costs of issuance of the Series 1995 Bonds. The
principal amount of the Series 1995 Bonds did not exceed the
outstanding principal amount of the Series 1985 Bonds. All of the
proceeds of the Series 1995 Bonds were used to retire the Series
1985 Bonds not later than 90 days after the date of issuance of the
Series 1995 Bonds. The respective issue date of each of the issues
of which the Original Bonds were a part is prior to August 16, 1986;

(e)  Either (1) the acquisition and construction of the
Series 1980 Project, the Series 1982 Project and the Series 1985
Project financed, respectively, with the Series 1980 Bonds, the
Series 1982 Bonds and the Series 1985 Bonds, was not commenced
(within the meaning of Treasury Regulations §1.103-8(a)(3)) prior
to the adoption of the respective resolutions of the Issuer
constituting official actions of the Issuer and evidencing the intent
of the Issuer to issue those Original Bonds (being March 8, 1977
with respect to the Series 1980 Bonds, November 19, 1975 with
respect to the Series 1982 Bonds and November 15, 1984 with
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respect to the Series 1985 Bonds), or (2) any proceeds of the
corresponding Refunded Bonds used 1o pay costs incurred prior to
the adoption of such corresponding resolution have been treated for
purposes of this Agreement as having been used to provide working
capital (not land or depreciable property) to the Company;

$3) The Projects have been substantially completed. The
Projects constitute Air Quality Facilities under the Act and are
consistent with and will further the purposes of the Act and Section 13
of Article VIII of the Ohio Constitution and are focated entirely within
the State. The Company will cause the Projects to be operated and
maintained in such manner as to conform with all applicable zoning,
planning, building, environmental and other applicable governmental
regulations and all permits, variances and orders issued or granted
pursuant thereto, including the permit-to-install for each portion of the
Projects, which permits, variances and orders have not been
withdrawn or otherwise suspended, and to be consistent with the Act;

(g) It has used or operated or has caused to be used or
operated, and presently intends to use or operate or cause to be used
or operated the Projects in a manner consistent with the Project
Purposes until the date on which the Bonds have been fully paid and
knows of no reason why the Projects will not be so operated. The
Company does not, as of the date hereof, intend to sell or otherwise
dispose of the Projects or any portion thereof, other than in
connection with a Restructuring Transaction;

(h)  None of the proceeds of the Prior Bonds were used
and none of the proceeds of the Bonds will be used to provide any
airplane; skybox or other private luxury box; health club facility;
any facility primarily used for gambling; or any store the principal
business of which is the sale of alcoholic beverages for consumption
off premises;

(1) None of the proceeds of the Prior Bonds have been
used and none of the proceeds of the Bonds will be used, directly or
indirectly to acquire land or any interest therein;

() No portion of the proceeds of the Prior Bonds has
been used and no portion of the proceeds of the Bonds will be used
to acquire existing property or any interest therein unless the first
use of such property or interest therein is pursuant to such
acquisition;

(k)  Atno time will any funds constituting gross proceeds
of the Bonds be used in a manner as would constitute failure of
compliance with Section 148 of the Code;

0y} It is not anticipated that as of the date hereof, there
will be created any “replacement proceeds”, within the meaning of
Section 1.148-1(c) of the Treasury Regulations, with respect to the
Bonds; however, in the event that any such replacement proceeds
are deemed to have been ¢reated, such amounts will be invested in
compliance with Section 148 of the Code;
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(m) The Prior Bonds were not, and the Bonds are not,
“federally guaranteed” within the meaning of Section 149(b) of the
Code;

(n)  On the respective dates of issuance and delivery of
the Prior Bonds, the Company reasonably expected that all of the
proceeds thereof would be used to carry out the governmental
purposes of each such issue within the 3-year period beginning on
the date each such issue was issued and none of the proceeds of each
such issue, if any, were invested in nonpurpose investments having
a substantially guaranteed yield for 3 years or more;

(0) In accordance with Section 147(b) of the Code or its
statutory predecessor, the respective weighted average maturity of the
issue of which each of the Prior Bonds was a part did not and the
weighted average maturity of the Bonds does not exceed 120% of the
weighted average reasonably expected economic life of the facilities
being financed by the proceeds thereof;,

(p)  The information furnished by the Company and used
by the Issuer in preparing the certifications and statements pursuant
to Sections 148 and 149(e) of the Code or their statutory
predecessors with respect to the Prior Bonds was accurate and
complete as of the respective date of issuance thereof, and the
information furnished by the Company and used by the Issuer in
preparing the certification pursuant to Section 148 of the Code and
in preparing any necessary information statement pursuant to
Section [49(e) of the Code, both referred to in the Bond Legislation,
will be accurate and complete as of the date of issuance of the
Bonds;

(qQ) The Project Facilities do not include any office
except for offices (i) located on the Project Sites and (ii) not more
than a de minimis amount of the functions to be performed at which
1s not directly related to the day-to-day operations of the Project
Facilities; and

(r) Except as disclosed in the Company’s filings with
the U.S. Securitics and Exchange Commission, the Company
believes that, as of the date hereof, it is in material compliance with
all terms and provisions of all material permits, variances and orders
heretofore issued or granted by the EPA with respect to the
Generating Stations and its other facilities within the State,
including any permits-to-install and permits-to-operate issued with
respect thereto.

(End of Article If)
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ARTICLE III

COMPLETION OF THE PROJECTS;
ISSUANCE OF THE BONDS

Section 3.1.  Acquisition, Construction and Installation. The Company represents
and agrees that it and any other public utility company which owns any undivided interest in the
Project Facilities with the Company as tenants-in-common have caused the Projects to be acquired,
constructed and installed on the Project Sites in accordance with the Project Descriptions and in
conformance with all applicable, valid and enforceable (i) zoning, planning, building, environmental
and other similar regulations of all governmental authorities having jurisdiction over the Projects and
(if) permits, variances and orders issued in respect of the Projects by EPA, noncompliance with which
would have a material adverse effect on the Company’s ability to operate and maintain the Projects ot
to perform its obligations hereunder, provided that the Company reserves the right to contest in good
faith any such regulations, permits, variances or orders. The proceeds derived from the Original
Bonds, including any investment thereof, were expended in accordance with the trust indentures and
the loan agreements relating to the Original Bonds.

Section3.2.  Project Descriptions. The Project Descriptions may be changed from
time to time by, or with the consent of, the Company provided that any such change shall also be filed
with the Issuer and the Trustee and provided further that no change in the Project Descriptions shall
materially change the function of the Project Facilities unless the Trustee shall have received (i) an
Engineer's certificate that such changes will not impair the significance or character of the Project
Facilities as Air Quality Facilities and (ii) an Opinion of Bond Counsel or ruling of the Internal
Revenue Service to the effect that such amendment will not adversely affect the exclusion of interest
on the Bonds from gross income for federal income tax purposes.

Section 3.3.  Issuance of the Bonds; Application of Proceeds. To provide funds to
make the Loan to the Company to assist the Company in the refunding of the Refunded Bonds, the
Issuer will issue, sell and deliver the Bonds to the Purchasers. The Bonds will be issued pursuant to
the Indenture in the aggregate principal amount, will bear interest, will mature and will be subject to
redemption as set forth therein. The Company hereby approves the terms and conditions of the
Indenture and the Bonds, and the terms and conditions under which the Bonds will be issued, sold and
delivered. The Company, for the benefit of the Issuer, the Trustee and each Bondholder, shall do and
perform all acts and things required or contemplated in the Indenture to be done or performed by the
Company.

The proceeds from the sale of the Bonds shall be loaned to the Company to assist the
Company in the refunding of the Refunded Bonds. Those proceeds shall be deposited in the
Refunding Fund with all investment earnings thereon being credited to the Refunding Fund and
applied in accordance with Section 5.02 of the Indenture.

Pursuant to Section 5.02 of the Indenture, on the Redemption Date, all moneys in the
Refunding Fund shall be transferred by the Trustee to the Refunded Bonds Trustee for deposit in the
bond fund created in the Refunded Bonds Indenture. In addition, the Company shail deposit with the
Refunded Bonds Trustee on or prior to the Redemption Date funds which, together with the proceeds
of the Bonds, will be sufficient to redeem the Refunded Bonds on the Redemption Date.

Pending disbursement pursuant to this Section, the proceeds so deposited in the

Refunding Fund, together with any investment earnings thereon, shall constitute a part of the
Revenues assigned by the Issuer to the Trustee for the payment of Bond Service Charges.
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The Company acknowledges that the proceeds of the Bonds (including any interest
income thereon) may be insufficient to pay the full costs of refunding the Refunded Bonds and that
the Issuer has made no representation or warranty with respect to the sufficiency thereof. The
Company further acknowledges that it is (and will remain after the issuance of the Bonds) obligated
to, and hereby confirms that it will, pay all costs of the redemption of the Refunded Bonds on the
Redemption Date.

The Company and the Issuer hereby confirm that the Refunded Bonds Trustee has
been notified that the entire outstanding principal amount of the Refunded Bonds is to be redeemed
on the Redemption Date, at the redemption price of 100% of the principal amount thereof, plus
interest accrued to that date.

Section 3.4.  Investment of Fund Moneys. Moneys heid as part of the Bond Fund,
the Refunding Fund or the Rebate Fund shall be invested or reinvested by the Trustee in Eligible
Investments at the written direction of the Company pursuant to Section 5.05 of the Indenture. The
Issuer (to the extent it retained or retains direction or control) and the Company each hereby
covenants that it will restrict that investment and reinvestment and the use of the proceeds of the
Bonds in such manner and to such extent, if any, as may be necessary so that the Bonds will not
constitute arbitrage bonds under Section 148 of the Code.

The Company shall provide the Issuer with, and the Issuer may base its certificate and
statement, each as authorized by the Bond Legislation, on a certificate of an appropriate officer,
employee or agent of or consultant to the Company for inclusion in the transcript of proceedings for
the Bonds, setting forth the reasonable expectations of the Company on the date of delivery of and
payment for the Bonds regarding the amount and use of the proceeds of the Bonds and the facts,
estimates and circumstances on which those expectations are based.

Section 3.5,  Rebate Fund. To the extent required by Section 5.09 of the Indenture,
within five days after the end of the fifth Bond Year and every fifth Bond Year thereafter, and within
five days after payment in full of all outstanding Bonds, the Company shall calculate the amount of
Excess Earnings as of the end of that Bond Year or the date of such payment and shall notify the
Trustee of that amount. If the amount then on deposit in the Rebate Fund created under the Indenture
is less than the amount of Excess Earnings (computed by taking into account the amount or amounts,
if any, previously paid to the United States pursuant to Section 5.09 of the Indenture and this Section),
the Company shall, within five days after the date of the aforesaid calculation, pay to the Trustee for
deposit in the Rebate Fund an amount sufficient to cause the Rebate Fund to contain an amount equal
to the Excess Earnings. The obligation of the Company to make such payments shall remain in effect
and be binding upon the Company notwithstanding the release and discharge of the Indenture. The
Company shall obtain and keep such records of the computations made pursuant to this Section as are
required under Section 148(f) of the Code.

(End of Article IIT)
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ARTICLE IV

LOAN BY ISSUER; LOAN PAYMENTS;
ADDITIONAL PAYMENTS; CREDIT FACILITY
AND FIRST MORTGAGE BONDS

Section4.1.  Loan Repayment: Delivery of First Mortgage Bonds. Upon the terms
and conditions of this Agreement, the Issuer agrees to make the Loan to the Company. The proceeds
of the Loan shall be deposited with the Trustee pursuant to Section 3.3 hereof. As evidence of its
obligation hereunder to repay the Loan, the Company agrees to execute and deliver the First
Mortgage Bonds to the Issuer, ini the manner provided in Section 4.9 hereof. In consideration of
and in repayment of the Loan, the Company shall under all circumstances and without reduction for
any reason (other than any credits to which the Company is entitled to under this Agreement or the
Indenture) make, as Loan Payments, to the Trustee for the account of the Issuer, payments on the First
Mortgage Bonds which correspond, as to time, and are equal in amount as of the Loan Payment Date,
to the corresponding Bond Service Charges payable on the Bonds. All Loan Payments received by
the Trustee shall be held and disbursed in accordance with the provisions of the Indenture for
application to the payment of Bond Service Charges.

The Company shall be entitled to a credit against the Loan Payments required to be
made on any Loan Payment Date to the extent that the balance of the Bond Fund is then in excess of
amounts required (a) for the payment of Bonds theretofore matured or theretofore called for
redemption, or to be called for redemption pursuant to Section 6.1 hereof (b) for the payment of
interest for which checks or drafts have been drawn and mailed by the Trustee or Paying Agent, and
(¢) to be deposited in the Bond Fund by the Indenture for use other than for the payment of Bond
Service Charges due on that Loan Payment Date.

The Company’s obligation to make Loan Payments shall be reduced to the extent of
(a) any payments made by the Credit Facility Issuer to the Trustee in respect of the principal of,
premium, if any, or interest on the Bonds when due pursuant to the Credit Facility, provided, that the
Credit Facility Issuer has been reimbursed for such payments in accordance with the terms of the
Reimbursement Agreement, or (b) the availability of remarketing proceeds to pay the purchase price
pursuant to Section 4.08 of the Indenture.

Except for such interest of the Company as may hereafter arise pursuant to Section 8.2
hereof or Sections 5.07 or 5.08 of the Indenture, the Company acknowledges that the Company has
no interest in the Bond Fund or the Bond Purchase Fund and the Issuer acknowledges that neither the
State nor the Issuer has any interest in the Bond Fund or the Bond Purchase Fund, and the Company
and the Issuer acknowledge that any moneys deposited therein shall be in the custody of and held by
the Trustee in trust for the benefit of the Holders.

Section4.2.  Additional Payments. The Company shall pay to the Issuer, promptly
after the filing of any necessary Form 8038 information statement, the Issuer Fee and, as Additional
Payments hereunder, any and all reasonable costs and expenses incurred or to be paid by the Issuer in
connection with the issuance and delivery of the Bonds or otherwise related to actions taken by the
Issuer under this Agreement or the Indenture.

The Company shall pay the Administration Expenses to the Trustee, the Registrar, the
Remarketing Agent, the Auction Agent, and any Paying Agent or Authenticating Agent, as
appropriate, as Additional Payments hereunder.

The Company may, without creating a default hereunder, contest in good faith the
reasonableness of any such cost or expense incurred or to be paid by the Issuer and any
Administration Expenses claimed to be due to the Trustee, the Registrar, the Auction Agent, the
Remarketing Agent, any Paying Agent or any Authenticating Agent.
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In the event the Company should fail to pay any Loan Payments, Additional
Payments or Administration Expenses as provided herein when due, the payment in default shall
continue as an obligation of the Company until the amount in default shall have been fully paid
together with interest thereon during the default period at the Interest Rate for Advances.

Section4.3.  Place of Payments. The Company shall make all Loan Payments
directly to the Trustee at its Principal Office. Additional Payments shall be made directly to the
person or entity to whom or to which they are due.

Section 4.4.  QObligations Unconditional. The obligations of the Company to make
Loan Payments, Additional Payments and any payments required of the Company under Section 5.09
of the Indenture shall be absolute and unconditional, and the Company shall make such payments
without abatement, diminution or deduction regardless of any cause or circumstances whatsoever
including, without limitation, any defense, set-off, recoupment or counterclaim which the Company
may have or assert against the Issuer, the Trustee, the Registrar, the Remarketing Agent, the Auction .
Agent, the Paying Agent or any other Person.

Section 4.5.  Assignment of Revenues, Agreement and First Mortgage Bonds. To
secure the payment of Bond Service Charges, the Issuer shall absolutely assign to the Trustee, its
successors in trust and its and their assigns forever, by the Indenture, all right, title and interest of
the Issuer in and to (a) the Revenues, including, without limitation, all Loan Payments and other
amounts receivable by or on behalf of the Issuer under the Agreement in respect of repayment of
the Loan, (b) the Agreement except for the Unassigned Issuer’s Rights, and (c) the First Mortgage
Bonds. The Company hereby agrees and consents to those assignments.

Section 4.6.  Credit Facility: Cancellaticn; Notices.

(a) The Company may, but shall not be required to, provide for the delivery of a
Credit Facility with respect to the Bonds.

(b)  Upon satisfaction of the requirements contained in Section 14.03 of the
Indenture, the Company may provide for the delivery of an Alternate Credit Facility.

(©) Upon satisfaction of the conditions contained in Section 14.02 of the
Indenture, the Company may cancel any Credit Facility then in effect at such time and direct the
Trustee in writing to surrender such Credit Facility to the Credit Facility Issuer by which it was
issued in accordance with the Indenture; provided, that no such cancellation shall become effective
and no such surrender shall take place until all Bonds subject to purchase pursuant to Section
4.07(e) of the Indenture have been so purchased or redeemed with the proceeds of such Credit
Facility.

Section4.7. Company's Option to Elect Rate Period; Changes in Auction Date and
Length of Auction Periods. The Company shall have, and is hereby granted, the option to elect to
convert on any Conversion Date the interest rate borne by the Bonds to Variable Rate or an Auction
Rate to be effective for a Rate Period pursuant to the provisions of Article Il of the Indenture and
subject to the terms and conditions set forth therein. In addition, the Company at its option, with prior
written consent of the Holders, may determine to establish a new Index Rate Period in accordance
with the provisions of Section 2.03(f)(iv) of the Indenture. Prior to conversion to an Auction Rate, the
Company shall designate an Auction Agent and at least one Broker-Dealer; until any such conversion
is made any references herein to the Auction Agent and the Broker-Dealer shall be ineffective. When
the Bonds bear interest at an Auction Rate, the Company also shall have the option to direct the
change of Auction Dates and/or the length of Auction Periods in accordance with the Indenture. To
exercise such options, the Company shall give the written notice required by the Indenture.

Section4.8. Company's Obligation to Purchase Bonds. The Company hereby
agrees to pay or cause to be paid to the Trustee or the Paying Agent, on each day on which Bonds may
be or are required to be tendered for purchase, amounts equal to the amounts to be paid by the Trustee
or the Paying Agent with respect to the Bonds tendered for purchase on such dates pursuant to Article
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IV of the Indenture; provided, however, that the obligation of the Company to make any such
payment under this Section shall be reduced by the amount of (A) moneys paid by the Remarketing
Agent as proceeds of the remarketing of such Bonds by the Remarketing Agent, (B) moneys drawn
under a Credit Facility, if any, for the purpose of paying such purchase price and (C) other moneys
made available by the Company, as set forth in Section 4.08(b)(ii) of the Indenture.

Section 4.9.  First Mortgage Bonds. To evidence and secure the obligations of
the Company to make the Loan Payments and repay the Loan, the Company will, concurrently
with the issuance of the Bonds, execute and deliver First Mortgage Bonds to the Issuer in an
aggregate principal amount equal to the aggregate principal amount of the Bonds. The Company
agrees that First Mortgage Bonds authorized pursuant to the Company Mortgage, will be issued
containing the terms and conditions and in substantially the form set forth in the Supplemental
Mortgage Indenture. The First Mortgage Bonds shall;

{a)  provide for payments of interest equal to the
payments of interest on the Bonds;

(b)  provide for payments of principal and any premium
equal to the payments of principal (whether at maturity or by call for
mandatory or optional redemption or tender for purchase or

pursuant to acceleration or otherwise) and any premium on the
Bonds;

(©) require all such payments on such First Mortgage
Bonds to be made on or prior to the due date for the corresponding
payments to be made on the Bonds; and

(d) contain redemption provisions corresponding with
such provisions of the Bonds. -

Unless the Company is entitled to a credit under this Agreement or the Indenture, all payments on
the First Mortgage Bonds shall be in the full amount required thereunder. The First Mortgage
Bonds shall be registered in the name of the Trustee (as assignee of the Issuer under the Indenture)
and shall not be transferred by the Trustee, except to effect transfers to any successor trustee under
the Indenture.

(End of Article V)
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ARTICLEV
ADDITIONAL AGREEMENTS AND COVENANTS

Section 5.1.  Right of Inspection. The Company agrees that, subject to reasonable
security and safety regulations and to reasonable requirements as to notice, the Issuer and the Trustee
and their or any of their respective duly authorized agents shall have the right at all reasonable times
to enter upon the Project Sites to examine and inspect the Projects.

Section 5.2. Maintenance. The Company shall use its best efforts to keep and
maintain the Project Facilities, including all appurtenances thereto and any personal property therein
or thereon, in good repair and good operating condition so that the Project Facilities will continue to
constitute Air Quality Facilities for the purposes of the operation thereof as required by Section 5.4
hereof.

So long as such shall not be in violation of the Act or impair the character of the
Project Facilities as Air Quality Facilities, and provided there is continued compliance with
applicable laws and regulations of governmental entities having jurisdiction thereof, the Company
shall have the right to remodel the Project Facilities or make additions, medifications and
improvements thereto, from time to time as it, in its discretion, may deem to be desirable for its uses
and purposes, the cost of which remodeling, additions, modifications and improvements shall be paid
by the Company and the same shall, when made, become a part of the Project Facilities.

Section 5.3.  Removal of Portions of the Project Fagilities. The Company shall not
be under any obligation to renew, repair or replace any inadequate, obsolete, worn out, unsuitable,
undesirable or unnecessary portions of the Project Facilities, except that, subject to Section 5.4 hereof,
it will use its best efforts to ensure the continued character of the Project Facilities as Air Quality
Facilities. The Company shall have the right from time to time to substitute personal property or
fixtures for any portions of the Project Facilities, provided that the personal property or fixtures so
substituted shall not impair the character of the Project Facilities as Air Quality Facilities. Any such
substituted property or fixtures shall, when so substituted, become a part of the Project Facilities, The
Company shall also have the right to remove any portion of the Project Facilities, without substitution
therefor; provided, that the Company shall deliver to the Trustee a certificate signed by an Engineer
describing said portion of the Project Facilities and stating that the removal of such property or
fixtures will not impair the character of the Project Facilities as Air Quality Facilities.

Section 5.4.  Operation of Project Facilities. The Company will, subject to its
obligations and rights to maintain, repair or remove portions of the Project Facilities, as provided in
Sections 5.2 and 5.3 hereof, use its best efforts to continue operation of the Project Facilities so long
as and to the extent that operation thereof is required to comply with laws or regulations of
governmental entities having jurisdiction thereof or unless the Issuer shall have approved the
discontinuance of such operation (which approval shall not be unreasonably withheld). The
Company agrees that it will, within the design capacities thereof, use its best efforts to operate and
maintain the Project Facilities in accordance with all applicable, valid and enforceable rules and
regulations of governmental entities having jurisdiction thereof;, provided, that the Company reserves
the right to contest in good faith any such laws or regulations.

Nothing in this Agreement shall prevent or restrict the Company, in its sole discretion,
at any time, from discontinuing or suspending either permanently or temporarily its use of any facility
of the Company served by the Project Facilities and in the event such discontinuance or suspension
shall render unnecessary the continued operation of the Project Facilities, the Company shall have the
right to discontinue the operation of the Project Facilities during the period of any such
discontinuance or suspension.
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Section 5.5.  Insurance. The Company agrees to insure its interest in the Project
Facilities in the amount and with the coverage required by the Company Mortgage.

Section 5.6.  Workers' Compensation Coverage. Throughout the term of this
Agreement, the Company shall comply, or cause compliance, with applicable workers' compensation
laws of the State.

Section 5.7.  Damage; Destruction and Eminent Domain. If, during the term of
this Agreement, the Project Facilities or any portion thereofis destroyed or damaged in whole or in
part by fire or other casualty, or title to, or the temporary use of, the Project Facilities or any
portion thereof shall have been taken by the exercise of the power of eminent domain, and the
Company or the Company Mortgage Trustee receives net proceeds from insurance or any
condemnation award in connection therewith, the Company (unless it shall have exercised its
option to prepay the Loan Payments pursuant to Section 6.2 hereof), to the extent required to
comply with applicable laws and regulations with respect to the operations of facilities of the
Company served by the Projects, shall promptly cause such net proceeds or an amount equal
thereto to be used to repair, rebuild or restore the portion of the Project Facilities so damaged,
destroyed or taken with such changes, alterations and modifications (including the substitution and
addition of other property) as may be necessary or desirable for the administration and operation of
the Project Facilities as Atr Quality Facilities and as shall not impair the character or significance
of the Project Facilities as furthering the purposes of the Act. It is hereby acknowledged and
agreed that any net proceeds from insurance or any condemnation award relating to the Project
Facilities are subject to the lien of the Company Mortgage and shall be disposed of in accordance
with the terms and provisions of the Company Mortgage and that any obligations of the Company
under this Section 5.7 not satisfied by application of such net proceeds shall be limited to the
general credit of the Company and does not require disposition of such net proceeds contrary to the
requirements of the Company Mortgage.

Section 5.8. Company to Maintain its Corporate Existence; Conditions Under
Which Exceptions Permitted. The Company agrees that during the term of this Agreement it will

maintain its corporate existence and, will not sell, merge or consolidate with or into any other
Person or sell, lease or transfer all or substantially all of its property to any Person, except that the
following shall be permitted:

(a) the Company may transfer property, including the
Project Facilities, as part of a Restructuring Transaction;

(b)  the Company may consolidate with or merge with or
into any other Person or sell, lease or transfer all or substantially all
of its properties to any Person so long as either (A) the Company
shall be the surviving corporation or (B) the Person (if other than the
Company) formed by such consolidation or into which the
Company is merged or the Person which acquires by conveyance,
transfer or lease the properties of the Company substantially as an
entirety shall be organized and validly existing under the laws of the
United States or any state thereof or the District of Columbia and
shall expressly assume all of the obligations of the Company under

-this Agreement;

(c) a subsidiary of the Company shall be permitted to

merge or consolidate with or into or sell, lease or transfer all or
substantially all of its property to the Company (provided, with
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respect to a merger, the Company is the surviving entity) or another
subsidiary of the Company;

(d)  the Company may wind up, voluntarily liquidate or
dissolve any subsidiary if (A) such subsidiary is not a Significant
Subsidiary (as defined in Rule 1-02 of Regulation S-X promulgated
under the Securities Act of 1933, as amended) and (B) the winding
up, voluntary liquidation or dissolution of such subsidiary will not
result in an Event of Default hereunder or otherwise have a material
adverse effect on the business, property, financial condition or
results of operations of the Company and its subsidiaries, taken as a
whole, which materiaily and adversely affects the ability of the
Company to perform its obligations under this Agreement.

If a consolidation, merger, sale, lease or other transfer is made as provided in this
Section, the provisions of this Section shall continue in full force and effect and no further
consolidation, merger, sale, lease or other transfer shall be made except in compliance with the
provisions of this Section.

Section 5.9,  Indemnification. The Company releases the Issuer from, agrees that
the Issuer shall not be liable for, and indemnifies the Issuer against, all liabilities, claims, costs and
expenses imposed upon or asserted against the Issuer on account of: (a) any loss or damage to
property or injury to or death of or loss by any person that may be occasioned by any cause
whatsoever pertaining to the construction, maintenance, operation and use of the Project Facilities; (b)
any breach or default on the part of the Company in the performance of any covenant or agreement of
the Company under this Agreement or any related document, or arising from any act or failure to act
by the Company, or any of its agents, contractors, servants, employees or licensees; (c¢) the
authorization, issuance and sale of the Bonds, or the subsequent remarketing or determination of the
interest rate or rates on the Bonds, and the provision of any information furnished in connection
therewith concerning the Project Facilities or the Company (including, without limitation, any
information fumished by the Company for inclusion in any certifications made by the Issuer under
Section 3.7 hereof or for inclusion in, or as a basis for preparation of, the Form 8038 information
statement to be filed by the Issuer; and (d) any claim or action or proceeding with respect to the
matters set forth in (a), (b) and (c) above brought thereon.

The Company agrees to indemnify the Trustee (including any predecessor Trustee),
the Paying Agent, the Remarketing Agent, the Auction Agent and the Registrar (each hereinafter
referred to in this section as an “"indemnified party") for and to hold each of them harmless from and
against all losses, liabilities, obligations, damages, claims, costs and expenses of any kind or nature
whatsoever (including the compensation and expenses of their counsel) incurred without
negligence or willful misconduct on the part of the indemnified party arising out of, relating to or
connected with the Indenture or the Auction Agreement, including, but not limited to, on account
of the Trustee’s acceptance or administration of the trusts created by, or the performance of its
powers or duties under the Indenture, or of any action taken or omitted to be taken by the
indemnified party in accordance with the terms of this Agreement, the Bonds or the Indenture or
any action taken at the request of or with the consent of the Company, including the costs and
expenses of the indemnified party in defending itself against or investigating any claim, loss, or
liability, action, suits or proceeding brought in connection with the exercise or performance of any
of its powers or duties under this Agreement, the Bonds or the Indenture.

In case any action or proceeding is brought against the Issuer or an indernified party

in respect of which indemnity may be sought hereunder, the party seeking indemnity prompitly shall
give notice of that action or proceeding to the Company, and the Company upon receipt of that notice
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shall have the obligation and the right to assume the defense of the action or proceeding; provided,
that failure of a party to give that notice shall not relieve the Company from any of its obligations
under this Section unless that failure prejudices the defense of the action or proceeding by the
Company. At its own expense, an indemnified party may employ separate counsel and participate in
the defense; provided, however, where it is reasonably determined by Issuer or indemnified parties to
be ethically inappropriate or that it would create an actual or potential conflict of interest for one firm
to represent the interests of the Issuer and any other indemnified party or parties, the Company shall,
to the extent applicable, pay the Issuer's and the indemnified parties’ legal expenses in connection
with the Issuer's and the indemnified parties’ retention of separate counsel. The Company shall not
be liable for any settlement made without its consent.

The indemmification set forth above is intended to and shall include the
indemnification of all affected officials, directors, officers and employees and agents of the Issuer, the
Trustee, the Paying Agent, the Remarketing Agent, the Auction Agent and the Registrar, respectively.
That indemnification is intended to and shall be enforceable by the Issuer, the Trustee, the Paying
Agent, the Remarketing Agent and the Registrar, respectively, to the full extent permitted by law.
Each of the Trustee and each indemnified Person not a party to this Agreement is an express third
party beneficiary of this Section 5.9 and shall have the right to enforce or pursue remedies under the
provisions hereof as fully as though an original party hereto,

Section 5.10.  Issuer and Company Not to Adversely Affect Exclusion of Interest on
Bonds From Gross Income For Federal Income Tax Purposes. The Issuer, solely to the extent within
its control, and the Company each hereby covenants and represents that it has taken and caused to be
taken and shall take and cause to be taken ali actions that may be required of it for the interest on the
Bonds to be and remain excluded from the gross income of the Holders for federal income tax
purposes, and that it has not taken or permitted to be taken on its behalf, and covenants that it will not
take, or permit to be taken on its behalf, any action which, if taken, would adversely affect that
exclusion under the provisions of the Code. Neither the Issuer nor the Company shall cause any
proceeds of the Bonds to be expended, except pursuant to the Indenture and this Agreement.

Section 5.11. Ownership of Projects; Use of Projects. The Issuer agrees that it does
not have and shall not have any interest in, title to or ownership of the Projects or the Project Sites.
The Issuer does hereby covenant and agree that it will not take any action, or cause any action to be
taken on its behalf, during the term of this Agreement, other than pursuant to Article VII of this
Agreement or Article VII of the Indenture, to interfere with the Company’s ownership interest in the
Projects or to prevent the Company from having possession, custody, use and enjoyment of the
Projects, except such action as is requested by the Trustee in enforcing any remedies available to it
under this Agreement or the Indenture.

Section 5.12. Assignment of Agreement in Whole or in Part by Company. This
Agreement may be assigned in whole or in part by the Company without the necessity of obtaining

the consent of either the Issuer or the Trustee, subject, however, to each of the following conditions:

(a) No assignment (other than pursuant to Section 5.8 or
Section 5.13 hereof) shall relieve the Company from primary liability
for any of its obligations hereunder, and in the event of any such
assignment the Company shall continue to remain primarily liable for
the payment of the Loan Payments and Additional Payments and for
performance and observance of the agreements on its part herein
provided to be performed and observed by it.

(b) Any assignment by the Company must retain for the
Company such rights and interests as will permit it to perform its
obligations under this Agreement, and any assignee from the
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Company shall assume the obligations of the Company hereunder to
the extent of the interest assigned.

(c) The Company shall furish to the Issuer and the
Trustee an Opinion of Bond Counsel addressed to the Issuer and the
Trustee to the effect that such assignment is authorized or permitted
by the Act and will not adversely affect the exclusion from gross
income of interest on the Bonds.

(d) The Company shall, within 30 days after execution
thereof, furnish or cause to be furnished to the Issuer and the Trustee a
true and complete copy of each such assignment together with any
instrument of assumption.

(e) Any assipnment from the Company shall not
materially impair fulfillment of the Project Purposes to be
accomplished by operation of the Projects as herein provided.

5.13  Assi ent of Agreement in Whole by Company (Novation), In addition to
an assignment contemplated by Sections 5.8 and 5.12 hereof, this Agreement may be assigned as a
whole by the Company, subject, however, to each of the following conditions:

{(a) The Company’s rights, duties and obligations under
this Agreement and all related documents arc assigned to, and
assumed in full by, the assignee either (i) as of a date the Bonds are
subject to mandatory purchase under Section 4.07 of the Indenture
or (ii} as of a date specified by the Company in connection with a
Restructuring Transaction but, in such case, only if the assignee is
the GenCo and the Company has delivered to the Issuer and the
Trustee written evidence of an Investment Grade Rating (taking into
account such assignment to, and assumption in full by, the GenCo)
with respect to the Bonds from each Rating Agency.

(by  The assignee and the Company shall execute an
assignment and assumption agreement, in form and substance
reasonably acceptable to the Company, and acknowledged and
agreed to by the Issuer, whereby the assignee shall confirm and
acknowledge that it has assumed all of the rights, duties and
obligations of the Company under this Agreement and all related
documentation and agrees to be bound by and to perform and
comply with the terms and provisions of this Agreement and all
related documentation as if it had originally executed the same;
provided further that if there is more than one assignee, such
assignment and assumption agreement shall be on a joint and
several basis among all assignees.

() The Company shall furnish to the Issuer and the
Trustee (i) an Opinion of Bond Counsel to the effect that such
assignment is authorized or permitted by the Act and will not
adversely affect the exclusion from gross income of interest on the
Bonds, (ii) an opinion of counsel to the assignee to the effect that
such assignment and asswmption agreement has been duly
authorized by the assignee and constitutes the legal, valid and
binding obligation of the assignee, enforceable against the assignee
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in accordance with its terms, subject to laws relating to or affecting
generally the enforcement of creditors’ rights, including, without
limitation, bankruptey and insolvency laws and to general principles
of equity (regardless of whether considered in a proceeding in
equity or at law) and (iii) a certificate of an Authorized Company
Representative and an opinion of counsel to the Company, each
stating to the effect that such assignment complies with this Section
5.13 and that all conditions precedent herein relating to such
assignment have been complied with.

(d) The Company shall, within 30 days after execution
thereof, furnish or cause to be furnished to the Issuer and the Trustee
a true and complete copy of such assignment and assumption
agreement,

(¢)  Any assignment from the Company shall not
materially impair fulfillment of the purpose of the Projects as herein
provided.

(f) Upon the effectiveness of such assignment and
assumption, the assignee shall be deemed to be the “Company”
hereunder and the assignor shall be relieved of all liability
hereunder.

(End of Article V)
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ARTICLE VI
REDEMPTION

Section 6.1.  Optional Redemption. Provided no Event of Default shall have
occurred and be subsisting, at any time and from time to time, the Company may deliver moneys to
the Trustee in addition to Loan Payments or Additional Payments required to be made and direct the
Trustee to use the moneys so delivered for the purpose of redeeming Bonds called for optional
redemption in accordance with the applicable provisions of the Indenture providing for optional
redemption at the redemption price stated in the Indenture. Pending application for those purposes,
any moneys so delivered shall be held by the Trustee in a special account in the Bond Fund and
delivery of those moneys shall not, except as set forth in Section 4.1 hereof, operate to abate or
postpone Loan Payments or Additional Payments otherwise becoming due or to alter or suspend any
other obligations of the Company under this Agreement.

Section 6.2.  Extraordinary Optional Redemption. The Company shall have,
subject to the conditions hereinafter imposed, the option during a Term Rate Period to direct the
redemption of the Bonds in whole or in part in accordance with Section 4.01(a) of the Indenture
upon the occurrence of any of the following events:

{(a) A Project or a Generating Station shall have been
damaged or destroyed to such an extent that (1) it cannot reasonably
be expected to be restored, within a period of six consecutive
months, to the condition thereof immediately preceding such
damage or destruction or (2) the Company is reasonably expected to
be prevented from carrying on its normal operations in connection
therewith for a period of six consecutive months.

(b) Title to, or the temporary use of, all or a significant
part of a Project or a Generating Station shall have been taken under
the exercise of the power of eminent domain (1) to such extent that it
cannot reasonably be expected to be restored within a period of six
consecutive months to a condition of usefulness comparable to that
existing prior 10 the taking or {2) to such an extent that the Company
is reasonably expected to be prevented from carrying on its normal
operations in connection therewith for a period of six consecutive
months.

(¢)  Asaresult of any changes in the Constitution of the
State, the Constitution of the United States of America or any state
or federal laws or as a result of legislative or administrative action
(whether state or federal) or by final decree, judgment or order of
any court or administrative body (whether state or federal) entered
after any contest thereof by the Issuer or the Company in good faith,
this Agreement shall have become void or unenforceable or
impossible of performance in accordance with the intent and
purpose of the parties as expressed in this Agreement.

(d) Unreasonable burdens or excessive liabilities shall
have been imposed upon the Issuer or the Company with respect to a
Project or a Generating Station or the operation thereof, including,
without limitation, the imposition of federal, state or other ad
valorem, property, income or other taxes other than ad valorem
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taxes at the rates presently levied upon privately owned property
used for the same general purpose as a Project or a Generating
Station. :

(e) Changes in the economic availability of raw
materials, operating supplies, energy sources or supplies or facilities
(including, but not limited to, facilities in connection with the
disposal of industrial wastes) necessary for the operation of a
Project or a Generating Station for the Project Purposes occur or
technological or other changes occur which the Company cannot
reasonably overcome or control and which in the Company’s
reasonable judgment render a Project or a Generating Station
uneconomic or obsolete for the Project Purposes.

) Any court or administrative body shall enter a
judgment, order or decree, or shall take administrative action,
requiring the Company to cease all or any substantial part of its
operations served by a Project or a Generating Station to such extent
that the Company is or will be prevented from carrying on its
normal operations at a Project or a Generating Station for a period of
six consecutive months.

(g}  The termination by the Company of operations at a
Generating Station.

As used in this Section 6.2, the term “a Project” means the portion of the Project
Facilities at a particular Generating Station.

The amount payable by the Company in the event of its exercise of the option
granted in this Section shall be the sum of the following:

(1) An amount of money which, when added to the
moneys and investments held to the credit of the Bond Fund, will be
sufficient pursuant to the provisions of the Indenture to pay, at a
redemption price of 100% of the principal amount redeemed plus
accrued and unpaid interest to the redemption date, and discharge,
the Outstanding Bonds then being redeemed on the earliest
applicable redemption date, that amount to be paid to the Trustee,
plus

(i1} An amount of money equal to the Additional
Payments relating to those Bonds accrued and to accrue until actual
final payment and redemption of those Bonds, that amount or
applicable portions thereof to be paid to the Trustee or to the
Persons to whom those Additional Payments are or will be due.

The requirement of (i) above with respect to Additional Payments to accrue may be met if
provisions satisfactory to the Trustee and the Issuer are made for paying those amounts as they
accrue.,

The rights and options granted to the Company in this Section may be exercised
whether or not the Company is in default hereunder; provided, that such default will not relieve the
Company from performing those actions which are necessary to exercise any such right or option
granted hereunder.
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Section 6.3. Mandatory Redemption. The Company shall deliver to the Trustee
the moneys needed to redeem the Bonds in accordance with any mandatory redemption provisions
relating thereto as may be set forth in Section 4.01(b) of the Indenture.

Section 6.4,  Notice of Redemption. In order to exercise an option granted in, or to
consummate a redemption required by, this Article VI, the Company shall, within 180 days following
the event authorizing the exercise of such option, or at any time during the continuation of the
condition referred to in paragraphs (c), (d) or (€) of Section 6.2 hereof, or at any time that optional
redemption of the Bonds is permitted under the Indenture as provided in Section 6.1 hereof, or
promptly upon the occurrence of a Determination of Taxability, give written notice to the Issuer, the
Trustee and the Company Mortgage Trustee that it is exercising its option to direct the redemption of
Bonds, or that the redemption thereof is required by Section 4.01(b) of the Indenture due to the
occurrence of a Determination of Taxability, as the case may be, in accordance with the Agreement
and the Indenture, and shall specify therein the date on which such redemption is to be made, which
date shall not be more than 180 days from the date such notice is mailed. The Company shall make
arrangements satisfactory to the Trustee for the giving of the required notice of redemption to the
Holders of the Bonds, in which arrangements the Issuer shall cooperate. The Company shall make
arrangements satisfactory to the Company Mortgage Trustee to effect a concurrent redemption of
an equivalent principal amount of corresponding First Mortgage Bonds under the Supplemental
Mortgage Indenture.

Section 6.5.  Actions by Issuer, Subject to Section 4.2 hereof, at the request of the
Company or the Trustee, the Issuer shall take all steps required of it under the applicable provisions of
the Indenture or the Bonds to effect the redemption of a]l or a portion of the Bonds pursuant to this
Article VL.

Section 6.6.  Concurrent Discharging of First Mortgage Bonds. In the event any
of the Bonds or portion thereof shall be paid and discharged, or deemed to be paid and discharged,
pursuant to any provisions of this Agreement and the Indenture, so that such Bonds or such portion
thereof are not thereafter outstanding within the meaning of the Indenture, a like principal amount
of corresponding First Mortgage Bonds shall be deemed fully paid for purposes of this Agreement
and to such extent the obligations of the Company hereunder shall be deemed terminated.

(End of Article V)
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ARTICLE VI
EVENTS OF DEFAULT AND REMEDIES

Section 7.1.  Events of Default. Each of the following shalil be an Event of Default:

{a) The occutrence of an event of default as defined in
Section 7.01 (a), (b), (¢), (d) or (g} of the Indenture;

(b)  The Company shall fail to observe and perform any
other agreement, term or condition contained in this Agreement, other
than such failure as will have resulted in an event of defauit described
in {(a) above and the continuation of that failure for a period of 90 days
after notice thereof shall have been given to the Company by the
Issuer or the Trustee, or for such longer period as the Issuer may agree
to in writing; provided, that such failure shall not constitute an Event
of Default so long as the Company institutes curative action within the
applicable period and diligently pursues that action to completion
within 150 days after the expiration of initial cure period as
determined above, or within such longer period as the Issuer may
agree to in writing; and

(c) The occurrence of a “completed default” as defined
in Section 1 of Article Twelve of the Company Mortgage.

Notwithstanding the foregoing, if, by reason of Force Majeure, the Company is
unable to perform or observe any agreement, term or condition hereof which would give rise to an
Event of Default under subsection (b) hereof, the Company shall not be deemed in default during the
continuance of such inability. However, the Company shall promptly give written notice to the
Trustee and the Issuer of the existence of an event of Force Majeure and shall use its best efforts to
remove the effects thereof; provided that the settiement of strikes or other industrial disturbances shall
be entirely within its discretion.

The exercise of remedies hereunder shall be subject to any applicable limitations of
federal bankruptcy law affecting or precluding that declaration or exercise during the pendency of or
immediately following any bankruptcy, liquidation or reorganization proceedings.

Section7.2. Remedies on Default. Whenever an Event of Default shall have
happened and be subsisting, either or both of the following remedial steps may be taken:

(a) The Issuer or the Trustee may have access to, inspect,
examine and make copies of the books, records, accounts and
financial data of the Company, only, however, insofar as they pertain
to the Projects; or

(b) The Issuer or the Trustee may pursue all remedies now
or hereafter existing at law or in equity to recover all amounts,
including all Loan Payments and Additional Payments, then due and
thereafter to become due under this Agreement (including Loan
Payments due upon tender for purchase or pursuant to acceleration),
or to enforce the performance and observance of any other obligation
or agreement of the Company under this Agreement.

25



Notwithstanding the foregoing, the Issuer shall not be obligated to take any step which in its opinion
will or might cause it to expend time or money or otherwise incur liability unless and until a
satisfactory indemnity bond has been furnished to the Issuer at no cost or expense to the Issuer. Any
amounts collected as Loan Payments or applicable to Loan Payments and any other amounts which
would be applicable to payment of Bond Service Charges collected pursuant to action taken under
this Section shall be paid into the Bond Fund and applied in accordance with the provisions of the
Indenture or, if the outstanding Bonds have been paid and discharged in accordance with the
provisions of the Indenture, shall be paid as provided in Section 5.08 of the Indenture for transfers of
remaining amounts in the Bond Fund.

The provisions of this Section are subject to the further limitation that the rescission
and annulment by the Trustee of its declaration that all of the Bonds are immediately due and payable
also shall constitute a rescission and annulment of any corresponding declaration made pursuant to
this Section and a rescission and annulment of the consequences of that declaration and of the Event
of Default with respect to which that declaration has been made, provided that no such rescission and
annulment shall extend to or affect any subsequent or other default or impair any right consequent
thereon. :

Section 7.3. No Remedy Exclusive. No remedy conferred upon or reserved to the
Issuer or the Trustee by this Agreement is intended to be exclusive of any other available remedy or
remedies, but each and every such remedy shall be cumulative and shall be in addition to every other
remedy given under this Agreement, or now or hereafier existing at law, in equity or by statute. No
delay or omission to exercise any right or power accruing upon any defanit shall impair that right or
power or shall be construed to be a waiver thereof, but any such right or power may be exercised from
time to time and as often as may be deemed expedient. In order to entitle the Issuer or the Trustee to
exercise any remedy reserved 1o it in this Article, it shall not be necessary to give any notice, other
than any notice required by law or for which express provision is made herein.

Section 7.4.  Agreement to Pay Attorneys' Fees and Expenses. If an Event of
Default should occur and the Issuer or the Trustee should incur expenses, including attorneys' fees
and expenses, in connection with the enforcement of this Agreement or the collection of sums due
hereunder, the Company shall be required, to the extent permitted by law, to reimburse the Issuer and
the Trustee, as applicable, for the fees and expenses so incurred upon demand.

Section 7.5. No Waiver. No failure by the Issuer or the Trustee to insist upon the
strict performance by the Company of any provision hereof shall constitute a waiver of their right to
strict performance and no express waiver shall be deemed to apply to any other existing or subsequent
right to remedy the failure by the Company to observe or comply with any provision hereof.

Section 7.6.  Notice of Default. The Company shall notify the Trustee immediately
if it becomes aware of the occurrence of any Event of Default hereunder or of any fact, condition or
event which, with the giving of notice or passage of time or both, would become an Event of Default.

(End of Article VII)
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ARTICLE VIII
MISCELLANEOUS

Section8.1.  Term of Apreement. This Agreement shall be and remain in full force
and effect from the date of delivery of the Bonds until such time as (i) all of the Bonds shall have been
fully paid (or provision made for such payment) pursuant to the Indenture and the Indenture has been
released pursuant to Section 9.01 thereof and (ii) all other sums payable by the Company under this
Agreement shall have been paid; provided, however, the provisions of Sections 4.2, 5.9 and 7.4 of
this Agreement shall survive the payment in full of the Bonds, the satisfaction, discharge and
termination of this Agreement or the Indenture, and the resignation or removal of the Trustee, any
Paying Agent, any Auction Agent, any Remarketing Agent, the Registrar and any Authenticating
Agent as the case may be.

Section 8.2.  Amounts Remaining in Funds. Any amounts in the Bond Fund
remaining unclaimed by the Holders of Bonds for four years after the due date thereof (whether at
stated maturity, by redemption, upon acceleration or otherwise), at the option of the Company, shall
be deemed to belong to and shall be paid, subject to Section 5.07 of the Indenture, at the written
request of the Company, to the Company by the Trustee. With respect to that principal of and any
premium and interest on the Bonds to be paid from moneys paid to the Company pursuant to the
preceding sentence, the Holders of the Bonds entitled to those moneys shall look solely to the
Company for the payment of those moneys. Further, any amounts remaining in the Bond Fund and
any other special funds or accounts created under this Agreement or the Indenture, except the Rebate
Fund, after all of the Bonds shall be deemed to have been paid and discharged under the provisions of
the Indenture and all other amounts required to be paid under this Agreement and the Indenture have
been paid, shall be paid to the Company to the extent that those moneys are in excess of the amounts
necessary to effect the payment and discharge of the Outstanding Bonds.

Section 8.3,  Notices. All notices, certificates, requests or other communications
hereunder shall be in writing, except as provided in Section 3.7 hereof, and shall be deemed to be
sufficiently given when mailed by registered or certified mail, postage prepaid, and addressed to the
appropriate Notice Address; provided, however, that no notice shall be deemed sufficiently given to
the Trustee unless and until actually received by the Trustee at the Principal Office of the Trustee.
A duplicate copy of each notice, certificate, request or other communication given hereunder to the
Issuer, the Company, the Credit Facility Issuer or the Trustee shall also be given to the others. The
Company, the Issuer, the Credit Facility Issuer and the Trustee, by notice given hereunder, may
designate any further or different addresses to which subsequent notices, certificates, requests or
other communications shall be sent.

Section 8.4.  Extent of Covenants of the Issuer; No Personal Liability. All
covenants, obligations and agreements of the Issuer contained in this Agreement or the Indenture
shall be effective to the extent authorized and permitted by applicable law. No such covenant,
obligation or agreement shall be deemed to be a covenant, obligation or agreement of any present or
future member, officer, agent or employee of the Issuer in other than his official capacity, and neither
the members of the Issuer nor any official executing the Bonds shall be liable personally on the Bonds
or be subject to any personal liability or accountability by reason of the issuance thereof or by reason
of the covenants, obligations or agreements of the Issuer contained in this Agreement or in the
Indenture, :

Section 8.5.  Binding Effect. This Agreement shall inure to the benefit of and shall
be binding in accordance with its terms upon the Issuer, the Company and their respective permitted
successors and assigns provided that this Agreement may not be assigned by the Company (except as
permitted under Sections 5.8, 5.12 or 5.13 hereof) and may not be assigned by the Issuer except to (i)
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the Trustee pursuant to the Indenture or as otherwise may be necessary to enforce or secure payment
of Bond Service Charges or (ii) any successor public body to the Issuer. Sections 4.2, 5.9, 7.4 and
7.7 of this Agreement shall inure to the benefit of the Trustee, the Registrar, any Paying Agent and
any Authenticating Agent and their respective successors and assigns.

Section 8.6. Amendments and Supplements. Except as otherwise expressly
provided in this Agreement or the Indenture, subsequent to the issuance of the Bonds and prior to all
conditions provided for in the Indenture for release of the Indenture having been met, this Agreement
may not be amended, changed, modified, altered or terminated by the parties hereto except with the
consents required by, and in accordance with, the provisions of Article XI of the Indenture, as
applicable. Inno event may the Agreement be amended so as to affect the rights, privileges, duties
or immunities of the Trustee, the Registrar, any Paying Agent or any Authenticating Agent without
its consent.

Section 8.7.  Execution Counterparts. This Agreement may be executed in any
number of counterparts, each of which shall be regarded as an original and all of which shall
constitute but one and the same instrument.

Section 8.8.  Severability. If any provision of this Agreement, or any covenant,
obligation or agreement contained herein is determined by a judicial or administrative authority to be
invalid or unenforceable, that determination shall not affect any other provision, covenant, obligation
or agreement, each of which shall be construed and enforced as if the invalid or unenforceable portion
were not contained herein. That invalidity or unenforceability shall not affect any valid and
enforceable application thereof, and each such provision, covenant, obligation or agreement shall be
deemed to be effective, operative, made, entered into or taken in the manner and to the full extent
permitted by law.

Section 8.9.  Governing Law, This Agreement shall be deemed to be a contract
made under the laws of the State and for all purposes shall be governed by and construed in
accordance with the laws of the State.

Section 8,10. References to Credit Facility. During such time or times as no Credit
Facility is in effect and all of the payment obligations of the Company under any Reimbursement
Agreement shall have been well and truly paid, references herein to the Credit Facility Issuer shall be
ineffective. If an Event of Default shall have occurred hereunder or under the Indenture due to failure
by the Credit Facility Issuer to honor a properly presented and conforming drawing by the Trustee
under the Credit Facility then in effect in accordance with the terms thereof, references herein to the
Credit Facility Issuer shall be ineffective until the earlier of the cure of such failure or such time as all
of the Bonds have been paid in full.

(End of Article VIII)
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IN WITNESS WHEREOF, the Issuer and the Company have caused this Agreement
to be duly executed in their respective names, all as of the date hereinbefore written.

OHIO AIR QUALITY DEVELOPMENT
AUTHORITY

w Lo L. M

Executive Director

THE DAYTON POWER AND LIGHT COMPANY

By:

Treasurer

Loan Agreement
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IN WITNESS WHEREOF, the [ssuer and the Company have caused this Agreement
to be duly executed in their respective names, all as of the date hereinbefore written,

OHIO AIR QUALITY DEVELOPMENT
AUTHORITY

By:

Executive Director

THE DAYTON POWER AND LIGHT COMPANY

l.oan Agreement
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EXHIBIT A
AIR QUALITY FACILITIES AT THE SERIES 1980 PROJECT

There were installed at the Walter C. Beckjord Electric Generating Station, Clermont County,
Ohio the following Air Quality Facilities for Unit 6.

Electrostatic Precipitator. The one existing coal-fired boiler is equipped with a new electrostatic
precipitator, together with necessary controls, stairways, galleries, enclosures, ductwork and ash
removal system. The precipitator is located south of the existing Unit 6 boiler and turbine room at
grade. The precipitator is approximately 160" wide, 47’ long and 36’ high and has an operating
weight of 2,387,000 pounds. The Unit 6 boiler was equipped with an electrostatic precipitator
(designed for 98% efficiency). The new precipitator was installed in series with the existing
electrostatic precipitator. The design combined collection efficiency of the new and existing
precipitators is 99.6%.

Fly Ash Handling and Disposal System. Unit 6 was equipped with a new fly ash removal system
consisting of 16 fly ash collecting hoppers with outlet control valves, manifold pipe conveyor,
vacuum producing equipment, discharge piping, control panel and pipeline to the existing ash
sluice piping.

Electrical Equipment. The new precipitator and fly ash handling and disposal system required new
electrical equipment to provide and transmit power to the precipitator and the fly ash disposal
system.

Ductwork and Structural Suppoirt Costs

Ductwork. Flue gases from Unit 6 are drawn from the boiler through existing and new ductwork,
through the new precipitator, through new ductwork and through the existing precipitator by the
existing induced draft fans, and then exhausted through the existing flue gas stack.
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EXHIBIT B

AIR QUALITY FACILITIES AT THE SERIES 1982 PROJECT

General

Killen Electric Generating Station (“Killen™) has a steam turbine-generator with a 612,574
KW nameplate rating and coal fired boiler rated at 4,545,000 Ibs. of steam per hour at 2620 psig
and 10005°/1005° F. Two clectrostatic precipitators are installed on the unit to collect particulate
matter from the flue gas with a design collection efficiency of 99.5%. The precipitator will be hot
with an operating temperature between 600° - 700° F. The ownership is shared between The
Dayton Power and Light Company and The Cincinnati Gas & Electric Company with individual
interest of 67% and 33% respectively.

Flue Gas Particulate Abatement Project

Scope:

Engineering, material, labor and supervision was provided for the dust collection system
consisting of’

Two hot electrostatic precipitators and controls
Connecting ductwork

Supporting structural steel and foundations
Insulation and lagging

Necessary stairways, galleries and enclosure
Electrical work associated with the precipitators
Collection hoppers with outlet controls

Air quality monitoring

B-1



EXHIBIT C

AIR QUALITY FACILITIES AT THE SERIES 1985 PROJECT
William H. Zimmer Electric Generating Station
The Project consists of:

(A)  ahigh efficiency electrostatic precipitator system designed to
remove particulates from the flue gas,

(B)  aflue gas desulfurization (“scrubber”) system designed to remove
sulfur dioxide from the flue gas,

(C)  astack,

(D)  acoal dust control system,

(E)  anitrous oxide control system, and

(F)  acooling tower and circulating water system.

The precipitator system includes electrostatic precipitators and a fly ash handling system,
as well as all other necessary earthwork, piling, foundations, structural and miscellaneous steel,
supports, siding, enclosures, electrical equipment, instrumentation and controls, mechanical
equipment, related pumps and tanks, hoppers and storage silos, and associated equipment required
for the foregoing and used exclusively in connection therewith. The precipitator system includes
related drains, sumps and piping necessary to transmit collected waste waters to the waste water
pond. The Project also includes precipitator inlet and outlet ductwork.

The scrubber system inciudes an inlet plenum, six induced draft fans, ductwork to and
including six absorber modules, ductwork to the stack, FGD reagent and lime unloading and
handling system including required river cells, FGD reagent and lime silos, an FGD reagent and
lime preparation facility, slurry tanks, scrubber sludge handling facilities which include thickener
tanks, a sludge pond underflow and overflow tanks, a sludge handling building, stockpile facilities
and auxiliary facilities. The scrubber system includes all earthwork including stream relocation,
piling, foundations, structural and miscellaneous steel, siding, painting, electrical and mechanical
components and associated equipment required for the scrubber system and used exclusively in
connection therewith. The scrubber system includes related drains, sumps and piping necessary to
transmit collected waste waters to the waste water pond, and also includes all pipes, pumps and
associated mechanical and electrical components to supply and recycle water for the scrubber
system operation. The scrubber system also includes a disposal area and the roads and bridges
used exclusively for the transportation of scrubber sludge, bottom ash and other solid waste along
with truck wash facilities and truck scales.

The stack includes the stack shell and brick liner, as well as earthwork, piling, foundation
and associated components.

The coal dust control systems include a coal dust collection system, a coal dust suppression
system and a coal wetting system.
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The cooling tower and circulating water system includes a natural draft cooling tower, a
cooling tower basin, a cooling water flume, three circulating water pumps, circulating water pipes
and valves, the make-up water subsystem, the blowdown subsystem, the cooling water chemical
conditioning subsystem, mechanical and electrical auxiliaries, and related controls and
instrumentation. The cooling water system also includes all related site development and
earthwork, piling, foundations, structural and miscellaneous steel, siding, painting, electrical and
mechanical components and associated equipment required for the cooling tower and circulating
water system and used exclusively in connection therewith,
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FORTY-EIGHTH SUPPLEMENTAL INDENTURE, dated as of August 1, 2015, between THE
DAYTON POWER AND LIGHT COMPANY, a corporation of the State of Ohio (hereinafter
sometimes called the Company), party of the first part, and THE BANK OF NEW YORK
MELLON (formerly The Bank of New York), a corporation of the State of New York
(hereinafter sometimes called the Trustee), as Trustee, party of the second part, whose mailing
address is 101 Barclay Street, New York, New York 10286.

WHEREAS, the Company has heretofore executed and delivered to Irving Trust
Company (now The Bank of New York Mellon) a certain Indenture, dated as of October 1, 1935
(hereinafter sometimes called the First Mortgage), to secure the payment of the principal of and
interest on an issue of bonds of the Company, unlimited in aggregate principal amount
(hereinafter sometimes called the Bonds); and

WHEREAS, the Company has issued under the First Mortgage its Bonds of a series
known as the First and Refunding Mortgage Bonds, 314% Series Due 1960, authorized in
unlimited aggregate principal amount, all of which have been redeemed or otherwise retired; and

WHEREAS, in Article Two of the First Mortgage it is provided in substance, among
other things, that the Bonds may be issued in series, the Bonds of each series maturing on such
dates and bearing interest at such rates, respectively, as the Board of Directors of the Company
may determine prior to the authentication thereof; and

WHEREAS, the Company has heretofore executed and delivered to the Trustee forty-
seven supplemental Indentures numbered, dated and, except as set forth below, providing for
thetr respective series of First Mortgage Bonds, all as set forth in the tabulation below:

Principal

Supplemental Amount
Indenture Dated As Of Series Provided For Quistanding
First March 1, 1937 3v4% Series Due 1962 Nane
Second January 1, 1940 3% Series Due 1970 None
Third October 1, 1945 2%% Series Due 1975 None
Fourth January 1, 1948 3% Series Due 1978 None
Fifth December 1, 1948 3% Series A Due 1978 None
Sixth February 1, 1952 3%% Series Due 1982 None
Seventh September 1, 1954 3% Series Due 1984 None
Eighth November 1, 1957 5% Series Due 1987 Ncne
Ninth March 1, 1960 5%% Series Due 1990 None
Tenth June 1, 1963 4.45% Series Due 1993 None
Eleventh May 1, 1967 5%% Series Due 1997 None
Twelfth June 15, 1968 6%1% Series Due 1998 None
Thirteenth October 1, 1969 8%4% Series Due 1999 None
Fourteenth June 1, 1970 9Y2% Series Due 2000 None
Fifteenth August 1, 1971 8% Series Due 2001 None
Sixteenth QOctober 3, 1972 None issued None
Seventeenth November 1, 1973 8% Series Due 2003 None
Eighteenth October 1, 1974 10%4% Series Due 1981 None
Nineteenth August 1, 1975 10.70% Series Due 2005 None
Twentieth November 15, 1976 8%% Series Due 2006 None
Twenty-First April 15,1977 6.35% Series Due 2007 None
Twenty-Second  October 15, 1977 814% Series Due 2007 None
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Twenty-Third April I, 1978 2.95% Series Due 1998 None
Twenty-Fourth November 1, 1978 9%% Series Due 2003 None
Twenty-Fifth August 1, 1979 10%4% Series Due 1999 None
Twenty-Sixth December 1, 1979 1244% Series Due 2009 None
Twenty-Seventh  February 1, 1981 14%% Series Due 1988 None
Twenty-Eighth February 18, 1981 14%% Series Due 1988 None
Twenty-Ninth September 1, 1981 17% Series Due 1991 None
Thirtieth March 1, 1982 16%:% Series Due 2012 None
Thirty-First November 1, 1982 11%:% Series Due 2012-A None
Thirty-Second November 1, 1982 114% Series Due 2012-B None
Thirty-Thied December 1, 1985 914% Series Due 2013 None
Thirty-Fourth April 1, 1986 9% Series Due 2016 None
Thirty-Fifth December 1, 1986 87%% Series Due 2016 None
Thirty-Sixth August 15, 1992 6.40% Pollution Control Series 1992-A Due 2027 None
6.40% Pollution Control Series 1992-B Due 2027 None
Thirty-Seventh November 15, 1992 6.50% Pollution Control Series 1992-C Due 2022 None
Thirty-Eighth November 15, 1992 8.40% Series Due 2022 None
Thirty-Ninth January 15, 1993 8.15% Series Due 2026 None
Fortieth February 15, 1993 7%% Series Due 2024 None
Forty-First February 1, 1999 None issued None
Forty-Second September 1, 2003 5%% Series Due 2013 None

Forty-Third August 1, 2005 4.80% Pollution Control Series 2005-A Due 2034 $41,300,000

4.80% Pollution Control Series 2005-B Due 2034 $137,800,000

4.70% Pollution Control Series 2005-C Due 2028 $35,275,000

Forty-Fourth September 1, 2006 4.80% Pollution Control Series 2006 Due 2036 $100,000,000
Forty-Fifth November 1, 2007 Variable Rate Pollution Control Series 2007 Due None

2040
Forty-Sixth December 1, 2008 Variable Rate Poilution Control $50,000,000
Series 2008-A Due 2040
Variable Rate Pollution Control $50,000,000
Series 2008-B Due 2040
Forty-Seventh September 1, 2013 1.875% Series Due 2016 $445,000,000

WHEREAS, said Eleventh Supplemental Indenture, which created the 5%% Series Due

1997, provided in its Article Three for certain amendments to the First Mortgage, as theretofore
amended, each such amendment to become effective on the earliest date on which either (a) there
shall not be any Bonds outstanding of Series Due 1975, Series Due 1978, Series A, Due 1978,
Series Due 1982, Series Due 1984, or Series Due 1993, or (b) there shall have been executed and
delivered a supplemental indenture or indentures embodying said amendment (either alone or
with other amendments) consented to by the holders of seventy-five per centum (75%) in
aggregate principal amount of the Bonds at the time outstanding of the series enumerated in the
foregoing clause (a), or of each said series of which Bonds are then outstanding; and

WHEREAS, said Fifteenth Supplemental Indenture, which created the 8%4% Series Due
2001, provided (a) in its Article Four for an amendment to the First Mortgage, as theretofore
amended, to become effective on the date on which the amendments provided for by Section 3 of
Article Three of said Eleventh Supplemental Indenture shall become effective and (b) in its
Article Five for certain additional amendments to the First Mortgage, as theretofore amended, to
become effective on the earliest date on which either (i) there shall not be any Bonds outstanding
of Series Due 1975, Series Due 1978, Series A, Due 1978, Series Due 1982, Series Due 1984,
Series Due 1993, Series Due 1997, Series Due 1998, Series Due 1999, or Series Due 2000, or
(i1) there shall have been executed and delivered a supplemental indenture or indentures

2
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embodying said amendments (either alone or with other amendments) consented to by the
holders of seventy-five per centum (75%) in aggregate principal amount of the Bonds at the time
outstanding of the series enumerated in the foregoing clause (i), or of each said series of which
Bonds are then outstanding; and

WHEREAS, the Company has heretofore executed and delivered to the Trustee a
Sixteenth Supplemental Indenture dated as of October 3, 1972, which provided in its Article One
for an amendment of Article Five of the First Mortgage, as theretofore amended, altering the
requirements for the opinion of counsel to be delivered to the Trustee as a condition precedent to
the authentication and delivery of additional Bonds under Article Five or the withdrawal of cash
under Article Seven of the First Mortgage, as theretofore amended; and

WHEREAS, none of the Bonds of Series Due 1975, Series Due 1978, Series A, Duge
1978, Series Due 1982, Series Due 1984, or Series Due 1993 remain outstanding and the
amendments contained in said Eleventh Supplemental Indenture have become effective; and

WHEREAS, none of the Bonds of Series Due 1975, Series Due 1978, Series A, Due
1978, Series Due 1982, Series Due 1984, Series Due 1993, Series Due 1997, Series Due 1998,
Series Due 1999, or Series Due 2000 remain outstanding and the amendments contained in said
Fifteenth Supplemental Indenture that did not theretofore become effective by virtue of the
Sixteenth Supplemental Indenture have become effective; and

WHEREAS, said Forty-Second Supplemental Indenture, which created the 5-1/8%
Series Due 2013, provided in its Article Two for certain amendments to the First Mortgage, as
theretofore amended, to become effective on the earliest date on which either (i) there shall not
be any Bonds outstanding of 6.35% Series Due 2007, Pollution Control Series 1992-A Due
2027, Pollution Control Series 1992-B Due 2027, Pollution Control Series 1992-C Due 2022,
Series Due 2026 and Series Due 2024, or (ii) there shall have been executed and delivered a
supplemental indenture or indentures embodying said amendment (either alone or with other
amendments) consented to by the holders of seventy-five per centum (75%) in aggregate
principal amount of the Bonds at the time outstanding of the series enumerated in the foregoing
clause (i); and

WHEREAS, none of the Bonds of 6.35% Series Due 2007, Pollution Controi
Series 1992-A Due 2027, Pollution Control Series 1992-B Due 2027, Pollution Control
Series 1992-C Due 2022, Series Due 2026 and Series Due 2024 remain outstanding and the
amendments contained in said Forty-Second Supplemental Indenture have become effective; and

WHEREAS, the First Mortgage as amended by the First through the Forty-Seventh
Supplemental indentures is hereinafter called the First Mortgage as amended; and

WHEREAS, it is provided in Article Seven of the First Mortgage as amended, among
other things, that the Company may issue additional Bonds thereunder upon the deposit with the
Trustee of cash equal to the principal amount of such additional Bonds to be issued; it is
provided in Article Six of the First Mortgage as amended, among other things, that if Bonds are
paid, retired, redeemed, canceled or surrendered to the Trustee for cancellation (except when
canceled pursuant to certain provisions of the First Mortgage as amended), the Company may

3
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issue additional Bonds thereunder in principal amount equivalent to the principal amount of the
Bonds so paid, retired, redeemed, canceled or surrendered to the Trustee for cancellation; it is
provided in Article Five of the First Mortgage as amended, among other things, that the
Company may issue additional Bonds thereunder upon the basis of property additions in
accordance with and subject to the conditions, provisions and limitations set forth in said Article
Five; and it is provided in Article Eighteen of the First Mortgage as amended, among other
things, that the Company and the Trustee may from time to time enfer into one or more
indentures supplemental to the First Mortgage as amended for the purposes, among other things
which may be therein set forth, to mortgage or pledge additional property under the First
Mortgage as amended and to establish the terms and provisions of any series of Bonds other than
the 3% Series Due 1960; and

WHEREAS, the Company, pursuant to resolutions duly adopted by its Board of Directors
by unanimous written consent in lieu of a meeting, has determined under and in accordance with
the provisions of the First Mortgage as amended and of this Forty-Eighth Supplemental
Indenture to create a new series of Bonds dated August 3, 2015 to be known as its First
Mortgage Bonds, Variable Rate Pollution Control Series 2015-A Due 2040 (hereinafter
sometimes called the Series A New Bonds), which shall be limited to the aggregate principal
amount of $100,000,000, the maturity date of which being November 1, 2040; and

WHEREAS, the Series A New Bonds are to be issued by the Company to the Ohio Air
Quality Development Authority (hereinafter called the Authority), or its assignee, to evidence
and secure the obligations of the Company to repay the loan of the proceeds of the sale of the
Series A Project Bonds (as hereinafter defined) made by the Authority to the Company, pursuant
to a certain Loan Agreement, dated as of August 1, 2015, between the Authority and the
Company (hereinafter called the Series A Loan Agreement), to assist in the refunding of (i) the
Authority’s State of Ohio Collateralized Air Quality Development Revenue Refunding Bonds,
2008 Series A (The Dayton Power and Light Company Project) (hereinafter called the Refunded
A Bonds), and (ii) the Authority’s State of Ohio Collateralized Air Quality Development
Revenue Refunding Bonds, 2008 Series B (The Dayton Power and Light Company Project)
(hereinafter called the Refunded B Bonds, and together with the Refunded A Bonds, the
Refunded Bonds), the proceeds of the Refunded Bonds having been loaned to the Company to
finance a portion of additional costs of acquisition, construction and installation of certain “air
quality facilities” (as that term is defined and used in Section 3706.01, of the Ohio Revised
Code) installed in connection with: Units 7 and 8 at the Miami Fort Generating Station located in
Hamilton County, Ohio as to which the Company at the date hercof owns an undivided 36%
interest as tenant in common with another public utility company, Unit 2 at the Killen Generating
Station located in Adams County, Ohio as to which the Company at the date hereof owns an
undivided 67% interest as tenant in common with another public utility company, Units 1-4 at
the J. M. Stuart Generating Station located in Brown and Adams Counties, Ohio as to which the
Company at the date hereof owns an undivided 35% interest as tenant in common with two other
public utility companies, and Unit 4 at the Conesville Generating Station in Coshocton County,
Ohio as to which the Company at the date hereof owns an undivided 16.5% interest as tenant in
common with two other public utility companies (such interests in said facilities being
hereinafter called the Project); and
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WHEREAS, the loans by the Authority in respect of the refunding of the Refunded
Bonds are to be funded by the proceeds derived from the sale by the Authority of State of Ohio
Collateralized Air Quality Development Revenue Refunding Bonds, 2015 Series A (The Dayton
Power and Light Company Project), in the aggregate principal amount of $100,000,000
(hereinafter called the Series A Project Bonds) dated August 3, 2015 and having a maturity date
of November 1, 2040; and

WHEREAS, the Series A Project Bonds are to be issued under a certain Trust Indenture,
dated as of August 1, 2015 (hereinafter called the Series A Project Bonds Indenture), between
the Authority and The Bank of New York Mellon, as Trustee (hereinafter in such capacity called
the Series A Project Bond Trustee), and the Series A New Bonds are to be assigned by the
Authority to the Series A Project Bond Trustee as security for the payment of the principal of,
and premium, if any, and interest on the Series A Project Bonds and are to be delivered by the
Company on behalf of the Authority directly to the Series A Project Bond Trustee; and

WHEREAS, the Series A New Bonds, and the Trustee’s certificate to be endorsed
thereon, are to be respectively and substantially in the form established hereby and approved by
the aforesaid resolutions, which are substantially in the form of Exhibit A hereto; and

WHEREAS, the Board of Directors adopted resolutions that authorized officers of the
Company to approve the form, terms and provisions of this Forty-Eighth Supplemental Indenture
(including the form of the Series A New Bonds), and the execution by the Company of this
Forty-Eighth Supplemental Indenture; and

WHEREAS, all things necessary to make the Series A New Bonds hereinafter described,
when duly authenticated by the Trustee and issued by the Company, valid, binding and legal
obligations of the Company, and to make this Indenture a valid and binding agreement
supplemental to the First Mortgage as amended, have been done and performed.

NOW, THEREFORE, THIS INDENTURE WITNESSETH

that, in order further to secure the payment of all the Bonds at any time issued and outstanding
under the First Mortgage as amended or this Forty-Eighth Supplemental Indenture according to
their tenor, purport and effect, as well the interest thereon and the principal thereof, and further
to secure the performance and observance of all the covenants and conditions therein and in the
First Mortgage as amended and herein contained, and further to set forth the terms and
conditions upon which the Series A New Bonds are to be issued, secured and held, and for and in
consideration of the premises and of the acceptance or purchase of the Series A New Bonds by
the holders or registered owners thereof, and of the sum of one dollar, lawful money of the
United States of America, to the Company duly paid by the Trustee at or before the ensealing
and delivery of this Forty-Eighth Supplemental Indenture, the receipt whereof is hereby
acknowledged, the Company has executed and delivered this Forty-Eighth Supplemental
Indenture, and has granted, bargained, sold, released, conveyed, assigned, transferred, pledged,
set over and confirmed, and by these presents does mortgage, grant, bargain, sell, release,
convey, assign, transfer, pledge, set over and confirm unto the Trustee, and to its successor or
successors in said trust, and to it and its and their assigns forever with covenant of general
warranty, and does hereby subject to the lien of the First Mortgage as heretofore and hereby

5
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amended all the following described properties (all of which properties are included in and
constitute a part of the “mortgaged property” and the “mortgaged and pledged property” as such
terms are used and defined in the First Mortgage as heretofore and hereby amended and
whenever used in the First Mortgage as heretofore and hereby amended such terms include and
refer to such properties), to wit:

FIRST.

REAL PROPERTY AND INTERESTS IN REAL PROPERTY.

All and singular, all real property and interests in real property acquired by the Company
between September 1, 2013, the date of the Forty-Seventh Supplemental Indenture, and the date
of this Forty-Eighth Supplemental Indenture, and owned by the Company at the latter date,
including, without limitation, such real property and improvements to be more fully and
specifically described in any document, if any, necessary and appropriate for recordation
accompanying the filing of this Forty-Eighth Supplemental Indenture in the appropriate
recorder’s office.

SECOND.

ELECTRIC GENERATING PLANTS.

All electric generating plants and stations of the Company acquired by it between
September 1, 2013, the date of the Forty-Seventh Supplemental Indenture, and the date of this
Forty-Eighth Supplemental Indenture, and owned by it at the latter date, including all power
houses, buildings, structures and works, and the land on which the same are situated, and all
other lands and easements, rights-of-way, permits, privileges, towers, poles, wires, machinery,
equipment, appliances, appurtenances and supplies forming a part of such plants and stations, or
any of them, or occupied, enjoyed or used in connection therewith.

THIRD.

TRANSMISSION LINES.

All electric overhead and underground transmission lines of the Company acquired by it
between September 1, 2013, the date of the Forty-Seventh Supplemental Indenture, and the date
of this Forty-Eighth Supplemental Indenture, and owned by it at the latter date, including towers,
poles, pole lines, conduits, manholes, switching devices, insulators, and other structures,
appliances, devices and equipment, and all the property forming a part thereof or appertaining
thereto, and all service lines extending therefrom, together with all real property, rights-of-way,
easements, permits, privileges, franchises, and rights for or relating to the construction,
maintenance or operation thereof, through, over, under or upon any private property or any
public way within as well as without the corporate limits of any municipal corporation.
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FOURTH.

SUBSTATIONS AND SUBSTATION SITES.

All substations and switching stations of the Company acquired by it between September
1, 2013, the date of the Forty-Seventh Supplemental Indenture, and the date of this Forty-Eighth
Supplemental Indenture, and owned by it at the latter date, for transforming or otherwise
regulating electric current at any of its plants, together with all buildings, transformers, wires,
cables, insulators, structures, appliances, devices, equipment and all other property, real or
personal, forming a part of, or appertaining thereto, or used, occupied or enjoyed in connection
with any of such substations and switching stations.

FIFTH.

ELECTRIC DISTRIBUTION SYSTEMS.

All electric distribution systems of the Company acquired by it between September 1,
2013, the date of the Forty-Seventh Supplemental Indenture, and the date of this Forty-Eighth
Supplemental Indenture, and owned by it at the latter date, including substations, transformers,
switchboards, towers, poles, wires, insulators, conduits, cables, manholes, appliances, devices,
equipment and all other property, real or personal, forming a part of or appertaining thereto, or
used, occupied or enjoyed in connection with such distribution systems or any of them, together
with all rights-of-way, easements, permits, privileges, franchises, and rights in or relating to the
construction, maintenance or operation thereof, through, over, under or upon any private
property or public ways within as well as without the corporate limits of any municipal
corporation.

SIXTH.

LIQUEFIED PETROLEUM GAS PRODUCTION AND STORAGE FACILITIES.

All additions to liquefied petroleum gas production plants and storage facilities of the
Company acquired by it between September 1, 2013, the date of the Forty-Seventh Supplemental
Indenture, and the date of this Forty-Eighth Supplemental Indenture, and owned by it at the latter
date, including all buildings, structures, underground storage caverns, and works, and the land on
which the same are situated, and all other lands and easements, rights-of-way, permits,
privileges, pipe lines, machinery, equipment, appliances, appurtenances and supplies forming a
part of such plants and stations, or any of them, or occupied, enjoyed or used in connection
therewith.

SEVENTH.

GAS DISTRIBUTION SYSTEMS.

All gas distribution systems of the Company acquired or constructed by it between
September 1, 2013, the date of the Forty-Seventh Supplemental Indenture, and the date of this
Forty-Eighth Supplemental Indenture, and owned by it at the latter date, for distribution of gas,

7
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including pipes, mains, conduits, meters, appliances, equipment, and all other property, real or
personal, forming a part of or appertaining to or used, occupied or enjoyed in connection with
such distribution systems, or any of them, together with all rights-of-way, easements, permits,
privileges, franchises and rights, for or relating to the construction, maintenance or operation
thereof, through, over, under or upon any private property or any public streets or highways,
within as well as without the corporate limits of any municipal corporation.

EIGHTH.

OFFICE AND DEPARTMENTAL BUILDINGS.

All office and departmental buildings of the Company, including the real estate on which
such structures stand, acquired by it between September 1, 2013, the date of the Forty-Seventh
Supplemental Indenture, and the date of this Forty-Eighth Supplemental Indenture, and owned
by it at the latter date, appertaining to, used, occupied or enjoyed in connection with the rendition
of public utility service.

NINTH.

TELEPHONE LINES.

All telephone lines of the Company acquired by it between September 1, 2013, the date
of the Forty-Seventh Supplemental Indenture, and the date of this Forty-Eighth Supplemental
Indenture, and owned by it at the latter date, used or available for use in the operation of its
properties or otherwise.

TENTH.

FRANCHISES.

All and singular the franchises, grants, immunities, privileges and rights of the Company
granted to or acquired by it between September 1, 2013, the date of the Forty-Seventh
Supplemental Indenture, and the date of this Forty-Eighth Supplemental Indenture, and to which
it was entitled at the latter date, including all and singular the franchises, grants, immunities,
privileges and rights of the Company granted by all municipalities or political subdivisions, and
all right, title and interest therein owned by the Company on the date of the execution of this
Forty-Eighth Supplemental Indenture, and all renewals, extensions and modifications of said
franchises, grants, immunities, privileges and rights, or any of them, and of all other franchises,
grants, immunities, privileges and rights now subject to the lien of the First Mortgage as
amended.

ELEVENTH.

OTHER REAL ESTATE AND APPURTENANCES.

A. All other real estate and interests in real estate and all other physical electric
power and light, gas and other property owned by the Company at the date of execution of this
Forty-Eighth Supplemental Indenture.

g
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B. All other real estate and interests in real estate and all other physical electric
power and light, gas and other property which the Company may hereafter acquire or construct.

C. All present and future appurtenances of the real estate and interests in real estate
which now are, or hereafter shall be, subject to the lien of the First Mortgage as amended, and all
plants, works, buildings, structures, fixtures, improvements, betterments and additions now
owned, or hereafter acquired or constructed by the Company, upon any of the real estate which,
or interests in which, now are or hereafier shall be subject to the lien of the First Mortgage as
amended.

D. All corporate rights, privileges, immunities and franchises, powers, licenses,
easements, leases, contracts and other rights and all renewals and extensions thereof held or
acquired for use or used upon, or in connection with or appertaining to, any of the properties
which now are or hereafter shall be subject to the lien of the First Mortgage as amended, or
which the Company has or may have the right to exercise in respect of any of said properties.

E. All machinery, tools and equipment now owned or hereafter acquired by the
Company, which now or hereafter belong or appertain to or are used in connection with the
plants, works, transmission lines, distribution systems, buildings, structures and fixtures which
now are or hereafter shall be subject to the lien of the First Mortgage as amended.

Together with all and singular the tenements, hereditaments and appurtenances belonging
or in any way appertaining to the aforesaid property or any part thereof, with the reversion and
reversions, remainder and remainders, rents, issues, income and profits thercof, and all the estate,
right, title, interest and claim whatsoever at law or in equity, which the Company now has or
which it may hereafter acquire in and to the aforesaid property and every part and parcel thereof.

It is not intended to include in the lien of the First Mortgage as amended and this grant
shall not be deemed to apply (1) to any revenues, earnings, rents, issues, income or profits of the
mortgaged property, or any cash (except cash deposited with the Trustee pursuant to any of the
provisions of the First Mortgage as heretofore and hereby amended), or any bills, notes or
accounts receivable, contracts or choses in action, or any materials or supplies or construction
equipment, or any merchandise, equipment or apparatus manufactured or acquired for the
purpose of sale or resale in the usual course of business, except in case of the happening of a
completed default as defined in Section 1 of Article Twelve of the First Mortgage as heretofore
and hereby amended, and following such completed default, in case the Trustee or a receiver or
trustee shall enter upon and take possession of the mortgaged property, or (2) in any case, to any
cars, trucks or other vehicles of any nature for the transportation of personnel, materials or
equipment by any means which may have been acquired after the effective date of the
amendment to this Clause made by or pursuant to the provisions of the Eleventh Supplemental
Indenture, or to any bonds, notes, evidences of indebtedness, shares of stock or other securities,
except such as may be specifically subjected to the lien of the First Mortgage as amended.
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TWELFTH.

PROPERTY HEREAFTER TO BECOME SUBJECT TO THE LIEN OF
THE FIRST MORTGAGE AS AMENDED.

A, Any and all property, real, personal and mixed, including franchises, grants,
immunities, privileges and rights, which the Company may hereafter acquire or to which it may
hereafter become entitled, excepting, however, the following property which is not intended to
be subjected to the lien of the First Mortgage: (1) any revenues, earnings, rents, issues, income
or profits of the mortgaged property, or any cash (except cash deposited with the Trustee
pursuant to any of the provisions of the First Mortgage as heretofore and hereby amended), or
any bills, notes or accounts receivable, contracts or choses in action, or any materials or supplies
or construction equipment, or any merchandise, equipment or apparatus manufactured or
acquired for the purpose of sale or resale in the usual course of business, except in case of the
happening of a completed default as defined in Section 1 of Article Twelve of the First Morigage
as heretofore and hereby amended, and following such completed default, in case the Trustee or
a receiver or trustee shall enter upon and take possession of the mortgaged property, or (2) in any
case, any cars, trucks or other vehicles of any nature for the transportation of personnel, materials
or equipment by any means, or any bonds, notes, evidences of indebtedness, shares of stock or
other securities, except such as may be specifically subjected to the lien of the First Mortgage as
amended.

B. Any and all property of every name and nature, including shares of stock, bonds,
other securities or obligations and cars, trucks or other vehicles for the transportation of
personnel, materials or equipment by any means, which, from time to time after the execution of
this Forty-Eighth Supplemental Indenture, by delivery or by writing of any kind for the purposes
hereof, shall have been conveyed, mortgaged, pledged, assigned or transferred by, or by anyone
on behalf of, the Company to the Trustee, which is hereby authorized to receive any property at
any and all times, as and for additional security, and also, when and as provided in the First
Mortgage as amended as and for substituted security, for the payment of the Bonds to be issued
under the First Mortgage as amended, and to hold and apply any and all such property subject to
the terms hereof and of the First Mortgage as amended.

TO HAVE AND TO HOLD all such properties, real, personal and mixed, mortgaged,
pledged or conveyed by the Company as aforesatd, or intended so to be, unto the Trustee and its
successors and assigns forever.,

SUBJECT, HOWEVER, as to property hereby conveyed, to liens for taxes, assessments
and other charges levied or to be levied by the State of Ohio or Commonwealth of Kentucky, as
applicable, and any of the subdivisions thereof for the years 2014 and 2015 and thereafter and, as
to any property hereafter acquired by the Company and which may become subject to the lien of
the First Mortgage as amended, to any lien or charge thereon existing at the time of the
acquisition thereof by the Company;

IN TRUST NEVERTHELESS, upon and subject to the terms, conditions and stipulations
hereinafter and in the First Mortgage as amended set forth, for the equal and proportionate
benefit and security of the holders from time to time of the Bonds and interest coupons issued
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and to be issued under the First Mortgage as amended and this and other indentures supplemental
thereto, without preference, priority or distinction as to lien or otherwise of any of the Bonds and
coupons over any others by reason of priority in time of issue, sale or negotiation thereof or
otherwise howsoever, and for the uses and purposes and upon and subject to the terms,
conditions, provisions and agreements in the Bonds and hereinafter and in the First Mortgage as
amended expressed and declared.

ARTICLE ONE.

BONDS OF THE VARIABLE RATE POLLUTION CONTROL SERIES 2015-A DUE
2040 AND ISSUE THEREOF.

SECTION 1. Series and Form of Series A New Bonds. There shall be a series of Bonds
designated “Variable Rate Pollution Control Series 2015-A Due 20407, each of which shall bear
the descriptive fitle First Mortgage Bond. The aggregate principal amount of the Series A New
Bonds which may be outstanding under the First Mortgage as amended and this Forty-Eighth
Supplemental Indenture shall be limited to $100,000,000, except as provided in Section 9 of
Article Two of the First Mortgage as amended.

SECTION 2. [ssue of Series A New Bonds. Upon the execution and delivery of this
Forty-Eighth Supplemental Indenture and upon delivery of $100,000,000 aggregate principal
amount of the Series A New Bonds, executed by the Company, and upon compliance by the
Company with the provisions of Article Five, Article Six or Article Seven or any or all of said
Articles, as the case may be, of the First Mortgage as amended, the Trustee shall, without
awaiting the filing or recording of this Forty-Eighth Supplemental Indenture, authenticate the
Series A New Bonds and deliver the Series A New Bonds as provided in said Article Five,
Article Six or Article Seven.

SECTION 3. Dates, Interest, Etc. of Series A New Bonds. The Series A New Bonds
shall be dated as provided in Section 3 of Article Two of the First Mortgage as amended; shall
mature on November 1, 2040; and shall bear interest from August 3, 2015, as provided in said
Section 3 of Article Two, at such rate or rates per annum as shall cause the amount of interest
payable on each interest payment date (as hereinafter defined) on the Series A New Bonds to
equal the amount of interest payable on such interest payment date on the corresponding Series
A Project Bonds, such interest to be payable on the same date as interest is payable on said
Series A Project Bonds (each such date relating to the Series A New Bonds herein called an
“interest payment date™), until the maturity of the Series A New Bonds, or, in the case of any
such Series A New Bonds duly called for redemption, until the redemption date, or in the case of
any default by the Company in the payment of the principal due on any such Series A New
Bonds, until the Company’s obligation with respect to the payment of the principal shall be
discharged as provided in the First Mortgage, as amended. The amount of interest payable on
each interest payment date shall be computed on the same basis as the amount of interest is
computed on the corresponding Series A Project Bonds; provided, however, that the aggregate
amount of interest payable on any interest payment date shall not exceed an amount which
results in an interest rate of more than the Series A Maximum Interest Rate per annum on the
aggregate principal amount of the Series A New Bonds outstanding on that interest payment
date. ‘
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The Trustee shall be entitled to request, receive and conclusively rely upon the
certification of the Series A Project Bond Trustee of the interest rate of, interest payment date of,
Record Date of and basis on which interest is computed for, each Series A Project Bond, from
time to time as necessary to enable the Trustee to determine for the Series A New Bonds their
corresponding interest rate, interest payment date, Record Date and basis on which interest shall
be computed.

The interest payable on the Series A New Bonds on any interest payment date shall be
paid to the holders in whose names such Series A New Bonds are registered on the Record Date,
except that if the Company shall default in the payment of any installment of interest on any
Series A New Bonds, such interest in default shall be paid to the holders in whose names the
Series A New Bonds are registered at the close of business on a date established for the payment
of such defaulted interest by the Company in any lawful manner. The Series A New Bonds shall
be payable as to both principal and interest in such coin or currency of the United States of
America as at the time of payment is legal tender for the payment of public and private debts, at
the office or agency of the Company in the Borough of Manhattan, The City of New York.

In addition to the words and terms defined in the First Mortgage as amended, unless the
context or use clearly indicates another meaning or intent, the following terms shall have the
following meanings for purposes of this Article One of this Forty-Eighth Supplemental
Indenture:

“Series A Maximum Interest Rate” means the rate which would be the “Maximum
Interest Rate” as defined in the Series A Project Bonds Indenture.

“Record Date” means the date which would be a “Regular Record Date™ as defined in the
Series A Project Bonds Indenture.

SECTION 4. Denominations and Exchangeability of Series A New Bonds:; Temporary
Bonds May Be Authenticated _and Delivered. The Series A New Bonds shall be issued in

denominations of $5,000 and any integral multiple of $5,000.

Whenever any Series A New Bond or Series A New Bonds shall be surrendered at the
office or agency of the Company in said Borough of Manhattan for exchange for a Series A New
Bond or Series A New Bonds of other authorized denomination or denominations, the Company
shall execute, and the Trustee shall authenticate and deliver, upon cancellation of the Series A
New Bond or Series A New Bonds so surrendered, a Series A New Bond or Series A New Bonds
of such other authorized denomination or denominations of like aggregate principal amount as
the holder making the exchange shall have requested and shall be entitled to receive. On
presentation of any Series A New Bond which is to be redeemed pursuant to the provisions of
this Forty-Eighth Supplemental Indenture in part only, the Company shall execute, and the
Trustee shall authenticate and deliver, a Series A New Bond or Series A New Bonds in principal
amount equal to the unredeemed portion of the Series A New Bonds so presented.

The Company shall not be required to (a) register a transfer of, or exchange, any Series A
New Bond during a period of fifteen (15) days next preceding any selection of Series A New
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Bonds to be redeemed or (b) register a transfer of, or exchange, any Series A New Bond which
shall have been selected for redemption in whole or in part.

A service charge will not be made for any registration of transfer or exchange of Series A
New Bonds, but the Company may require payment of a sum sufficient to cover any stamp tax or
other governmental charge payable in connection therewith.

Until definitive Series A New Bonds shall be ready for delivery, the Company may
execute and, upon request of the Company, the Trustee shall authenticate and deliver, in lieu of
such definitive Series A New Bonds but subject to the same provisions, limitations and
conditions except as to the denominations thercof, temporary printed or lithographed Series A
New Bonds as provided in Section 8 of this Article One. Such temporary Series A New Bonds
shall be exchangeable for definitive Series A New Bonds, when ready for delivery, in the manner
provided in the First Mortgage as amended, and shall in all other respects be subject to and
entitled to the benefits of the terms and provisions and lien of this Forty-Eighth Supplemental
Indenture, and the terms and provisions and lien of the First Mortgage as amended as therein
provided.

SECTION 5. Mandatory Redemption or Repurchase. The Series A New Bonds shall be
subject to mandatory redemption by the Company prior to maturity at any time in whole or in
part at a redemption price of 100% of the principal amount to be redeemed, plus accrued and
unpaid interest, if any, to the redemption date, upon receipt by the Trustee of notice from the
Series A Project Bond Trustee to the effect that (a) the Company is required to deliver moneys to
the Series A Project Bond Trustee for the redemption or repurchase of the corresponding Series
A Project Bonds in whole or in part, as the case may be, as provided in Section 6.3 and Section
4.8 of the Series A Loan Agreement and (b) an equivalent principal amount of such Series A
Project Bonds are being concurrently called for redemption or being accepted for repurchase.
Said notice shall specify the redemption or repurchase date of such Series A New Bonds {(which
redemption or repurchase date shall be the same date as the redemption or repurchase date
specified in said notice for the Series A Project Bonds being concurrently redeemed or being
accepted for repurchase). Any such redemption shall be made upon the notice and in the manner
provided 1n this Article One, subject to the provisions of the First Mortgage as amended.

SECTION 6. Extraordinary Optional Redemption. The Series A New Bonds shall be
subject to redemption, at the option of the Company, prior to maturity at any time, in whole or in
part, at a redemption price of 100% of the principal amount to be redeemed, plus accrued and
unpaid interest, if any, to the redemption date, upon receipt by the Trustce of an officers’
certificate to the effect that (2) the Company has given notice to the Series A Project Bond
Trustee that the Company is exercising its option to direct the redemption of corresponding
Series A Project Bonds in whole or in part, as provided in Section 6.2 of the Series A Loan
Agreement and (b) an equivalent principal amount of such Series A Project Bonds are being
concurrently called for redemption. Such officers’ certificate shall have attached to it a copy of
said notice to the Series A Project Bond Trustee and shall specify the redemption date of such
Series A New Bonds (which redemption date shall be not less than 45 days (unless a shorter
period shall be acceptable to the Trustee) after the date of the mailing of such certificate and
shall be the same date as the redemption date specified in said attached notice for the Serics A
Project Bonds being concurrently redeemed). Any such redemption shall be made upon the
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notice, which may be conditional as provided in Section 8 of this Article One, and in the manner
provided in this Article One, subject to the provisions of the First Mortgage as amended.

SECTION 7. Optional Redemption. The Series A New Bonds shall also be subject to
redemption prior to maturity, at the option of the Company, in whole or in part, at any time, at
the same redemption price, plus accrued and unpaid interest, if any, to the redemption date, as
shall be payable on the Series A Project Bonds to be redeemed concurrently therewith.

Prior to any such redemption, the Trustee shall have received an officers’ certificate to
the effect that (a) the Company has given notice to the Series A Project Bond Trustee that the
Company is exercising its option to deliver moneys to the Series A Project Bond Trustee for the
redemption of corresponding Series A Project Bonds in whole or in part, as the case may be, as
provided in Section 6.1 of the Series A Loan Agreement and (b) an equivalent principal amount
of Series A Project Bonds are being concurrently called for redemption. Such officers’
certificate shall specify the principal amount of Series A New Bonds to be redeemed and the
redemption price thereof, shall have attached to it a copy of said notice to the Series A Project
Bond Trustee and shall specify the redemption date of such Series A New Bonds (which
redemption date shall be not less than 45 days (unless a shorter time period shall be acceptable to
the Trustee) after the date of the mailing of such certificate and shall be the same date as the
redemption date specified in said attached notice for the Series A Project Bonds being
concurrently redeemed). Any such redemption shall be made upon the notice, which may be
conditional as provided in Section 8 of this Article One, and in the manner provided in this
Article One, subject to the provisions of the First Mortgage as amended.

SECTION 8. Notice of Redemption. Subject to the provisions of the First Mortgage as
amended, written notice of redemption of the Series A New Bonds pursuant to any of Sections 5,
6 or 7 of this Article One shall be given by the Trustee by mailing, first class postage prepaid, or
delivering by hand to the registered owner of such Series A New Bonds to be redeemed a notice
of such redemption at its last address as it shall appear upon the books of the Company for the
registration and transfer of such Series A New Bonds. Any notice of redemption pursuant to said
Sections 5, 6 or 7 shall be mailed or delivered by hand as least 30 days and not earlier than 60
days before the redemption date; provided, however, that the registered owner or owners of all
Series A New Bonds may consent in writing to a shorter notice period, and such consent, if filed
with the Trustee, shall be binding upon the Company and such registered owners and their
transferees. In the case of any notice of redemption of Series A New Bonds pursuant to said
Sections 6 or 7, such notice shall state that such redemption is conditional to the same extent and
with the same effect, if any, as the notice of redemption of the Series A Project Bonds being
concurrently redeemed.

SECTION 9. Cancellation. In the event any Series A Project Bonds shall be purchased
by the Company and surrendered by the Company to the Series A Project Bond Trustee for
cancellation or shall be otherwise surrendered to the Series A Project Bond Trustee for
cancellation pursuant to the Series A Project Bonds Indenture (except upon exchange for other
Series A Project Bonds), corresponding Series A New Bonds equivalent in principal amount to
the Series A Project Bonds so surrendered shall be deemed to have been paid, but only when and
to the extent that (a) such payment of the principal amount of such Series A New Bonds shall be
noted by an agency of the Company on the schedule of payments on such Series A New Bonds
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and (if such agency is not the Trustee) written notice by such agency of such notation shall have
been received by the Trustee or (b) such Series A New Bonds shall have been surrendered to and
cancelled by the Trustee as provided in Section 11 of this Article One.

SECTION 10. Series A New Bonds Deemed Paid in Additional Circumstances. In the
event and to the extent the principal of, or premium, if any, or interest on any Series A Project
Bonds shall be paid, whether at maturity, upon redemption or otherwise, out of funds held by the
Series A Project Bond Trustee or out of any other funds or shall otherwise be deemed to be paid,
an equal amount of principal or premium, if any, or interest, as the case may be, payable with
respect to an aggregate principal amount of corresponding Series A New Bonds equal to an
aggregate principal amount of such Series A Project Bonds shall be deemed to have been paid,
but, in the case of such payment of principal of such Series A New Bonds, only when and to the
extent that (a) such payment of the principal amount thereof shall be noted by any agency of the
Company on the schedule of payments on such Series A New Bonds and (if such agency is not
the Trustee) written notice by such agency of such notation shall have been received by the
Trustee or (b) such Series A New Bonds shall have been surrendered to and cancelled by the
Trustee as provided in Section 11 of this Article One.

SECTION 11. Surrender of Series A New Bonds in Certain Circumstances, =~ When
payment of any principal amount of a Series A New Bond is made as provided in Section 9 or 10
of this Article One, the registered owner thereof shall surrender it to an agency of the Company
for notation and notification or to the Trustee for cancellation as provided in such Section. All
Series A New Bonds deemed to have been paid in full as provided in Section 9 or 10 of this
Article One shall be surrendered to the Trustee for cancellation and the Trustee shall forthwith
cancel the same. In the event that part of a Series A New Bond shall be deemed to have been
paid as provided in said Section 9 or 10, the registered owner may at its option surrender such
Series A New Bond to the Trustee for cancellation, in which event the Trustee shall cancel such
Series A New Bond and the Company shall execute and the Trustee shall authenticate and
deliver, without charge to the registered owner, Series A New Bonds in such authorized
denominations as shall be specified by the registered owner in an aggregate principal amount
equal to the unpaid balance of the principal amount of such surrendered Series A New Bond.

SECTION 12. Application of Article Ten of First Mortgage as Amended. Except as in
this Forty-Eighth Supplemental Indenture otherwise provided with respect to any matter or
question, the provisions of Article Ten of the First Mortgage as amended shall be applicable in
the case of the redemption of all or any part of the Series A New Bonds at any time outstanding.
The term “officers’ certificate as used in this Article One shall mean a certificate signed by the
President or a Vice President and any other Vice President, the Treasurer, Assistant Treasurer,
the Secretary or Assistant Secretary or any other officer of the Company.

SECTION 13. Form of Series A New Bonds. The Series A New Bond shall be in fully
registered form only. The form of the Series A New Bonds, and of the Trustee’s certificate of
authentication thereon, shall be substantially as set forth in Exhibit A.
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ARTICLE TWO.
[RESERVED].
ARTICLE THREE.
[RESERVED].

ARTICLE FOUR.

AMENDMENTS TO FIRST MORTGAGE AS AMENDED
TO BECOME EFFECTIVE AT A LATER DATE,

SECTION 1. Amendments to First Mortgage. The Company, and the holders of any
Series A New Bonds by their acceptance and holding thereof, hereby consent and agree that each
of the amendments provided for by the following Sections 2, 3, 4, 5, 6 and 7 of this Article Four
shall become effective on the earliest date on which either (2) there shall not be any Bonds
outstanding of (i) 4.80% Pollution Control Series 2005-A Due 2034, (ii) 4.80% Pollution Control
Series 2005-B Due 2034, (iii) 4.70% Pollution Control Series 2005-C Due 2028, (iv) 4.80%
Pollution Control Series 2006 Due 2036, (v), Variable Rate Pollution Control Series 2008-A Due
2040, (vi) Variable Rate Pollution Control Series 2008-B Due 2040, and (vii) 1.875% Series Due
2016; or (b) there shall have been executed and delivered a supplemental indenture or indentures
embodying said amendments (either alone or with other amendments) consented to by the
holders of at least a majority in aggregate principal amount of the Bonds at the time outstanding
(including in determining such majority the amount of the Series A New Bonds embodied
herein), all in conformity with the provisions of Article Eighteen of the First Mortgage as
amended.

SECTION 2. Amendments to Article One of First Mortgage. Effective on a date fixed
as provided in Section 1 of this Article Four, Article One of the First Mortgage as amended, shall
be amended by restating Section 7 in its entirety to read as follows:

“The term “net earnings certificate”, shail mean a certificate signed by the Chairman of
the Board or Chief Executive Officer or President or a Vice President of the Company
and an accountant, who unless, required to be independent, may be an officer or
employee of the Company, stating:

(A) the adjusted net earnings of the Company for a period of twelve (12)
consecutive calendar months within the eighteen (18) calendar months immediately
preceding the first day of the month in which the application for the authentication and
delivery under this Indenture of Bonds then applied for is made, being and specifying for
the Company and its subsidiaries on a consolidated basis:

(O the net income (or loss), without deduction for minority interests,
of the Company and its subsidiaries for that period determined in conformity with
generally accepted accounting principles in the United States;
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(2) to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section the sum of (a) all interest, premium
payments, debt discount, fees, charges and related expenses of the Company and
its subsidiaries in connection with borrowed money (including capitalized
interest) or in connection with the deferred purchase price of assets, in each case
to the extent treated as interest in accordance with generally accepted accounting
principles in the United States, and (b) the portion of rent expense of the
Company and its subsidiaries with respect to such period under capital leases that
is treated as interest in accordance with generally accepted accounting principles
in the United States;

(3) to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section the provision for Federal, state, local and
foreign income taxes payable by the Company and its subsidiaries for such
period,

(4) to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section depreciation and amortization expense for
such period,

(5 to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section other non-recurring expenses of the
Company and its subsidiaries reducing such net income (loss) specified in clause
(1) of this Section (a) which do not represent a cash item in such period or (b)
which are cash items in such period that were incurred as a result of (i) the early
termination of Borrower’s Capital Trust II indebtedness, (ii) termination of
existing swap contracts (it being understood that cash charges described in this
clause (ii) will not exceed $50,000,000 in the aggregate) or (iii) normal and
customary out-of-pocket third party costs, expenses and fees incurred directly in
connection with the refinancing of any existing indebtedness,

(6) to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section out-of pocket third party costs and expenses
incwred directly in  connection with the implementation, negotiation,
documentation and closing of the Separation,

(7)  to the extent deducted in calculating such net income (loss)
specified in clause (1) of this Section all other non-cash items reducing net
income (loss) specified in clause (1) of this Section for such period,

(®) the sum of the amounts required to be stated in such certificate by
clauses (1), (2), (3), (4), (5), (6) and (7) of this Section,

(9) to the extent included in calculating such net income (loss)

specified in clause (1) of this Section Federal, state, local and foreign income tax
credits of the Company and its Subsidiaries for such period,
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(10) to the extent included in calculating such net income (loss)
specified in clause (1) of this Section all non-cash items increasing net income
(loss) specified in clause (1) of this Section such period,

(1hH the sum of the amounts required to be stated in such certificate by
clauses (9) and (10) of this Section; and

(12) the adjusted net earnings of the Company for such period of
twelve (12) consecutive calendar months (being the amount remaining after
reducing the amount required to be stated in such certificate by clause (8) of this
Section by the amount required to be stated therein by clause (11} of this Section);

(B)  the annual interest requirements, being the interest requirements, if any,
for twelve (12) months upon:

@ all Bonds outstanding hereunder at the date of such certificate,
except any for the payment of which the Bonds applied for are to be issued;
provided that, if any such series of outstanding Bonds bears interest at a variable
rate, then the interest on such series of Bonds shall be computed at the average
annual rate in effect for such series during the period of twelve (12) consecutive
calendar months (or any portion thereof in which Bonds of such series are
outstanding) being used for the calculation of adjusted net earnings; and if such
outstanding Bonds have been issued after the end of such twelve (12) consecutive
calendar months, then computed at the initial rate upon issuance;

(ii) all Bonds then applied for in pending applications, including the
application in connection with which such certificate is made, computed at the
initial rate upon issuance;

(iii) the principal amount of all other indebtedness (except
indebtedness for the payment of which the Bonds applied for are to be issued and
indebtedness for the purchase, payment or redemption of which moneys in the
necessary amount shall have been deposited with or be held by the Trustee or the
trustee or other holder of a lien prior to the lien of this Indenture upon property
subject to the lien of this Indenture with irrevocable direction so to apply the
same; provided that, in the case of redemption, the notice required therefor shall
have been given or have been provided for to the satisfaction of the Trustee),
outstanding in the hands of the public on the date of such certificate and secured
by a lien prior to the lien of this Indenture upon property subject to the lien of this
Indenture, if said indebtedness has been assumed by the Company or if the
Company customarily pays the interest upon the principal thereof.

If any of the property of the Company owned by it at the time of the making of any net
earnings certificate shall have been acquired during or after any period for which adjusted net
earnings of the Company are to be computed, the adjusted net earnings of such property
(computed in the manner in this Section provided for the computation of the adjusted net
earnings of the Company) during such period or such part of such period as shall have preceded
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the acquisition thereof, to the extent that the same have not otherwise been included and unless
such property shall have been acquired in exchange or substitution for property the earnings of
which have been included, may, at the option of the Company, be inciuded in the adjusted net
carnings of the Company for all purposes of this Indenture, and shall be included if such property
has been operated as a separate unit or if the earnings therefrom are readily ascertainable.

In any case where a net earnings certificate is required as a condition precedent to the
authentication and delivery of Bonds, such certificate shall also be made and signed by an
independent public accountant, if the aggregate principal amount of Bonds then applied for plus
the aggregate principal amount of Bonds authenticated and delivered hereunder since the
commencement of the then current calendar year (other than those with respect to which a net
earnings certificate is not required, or with respect to which a net earnings certificate made and
signed by an independent public accountant has previously been furnished to the Trustee) is ten
per centum (10%) or more of the aggregate principal amount of the Bonds at the time
outstanding hereunder; but no net earnings certificate need be made and signed by any person
other than the Chairman of the Board or Chief Executive Officer or President or a Vice President
and an accountant, as to dates or periods not covered by annual reports required to be filed by the
Company, in the case of conditions precedent which depend upon a state of facts as of a date or
dates or for a period or periods different from that required to be covered by such annual reports.

Each such certificate shall include the statements required by Section 1 of Article Twenty
hereof.

Unless otherwise specifically provided with respect to a series of Bonds, if interest on
any Bonds outstanding hereunder is payable solely in the coin or currency of a foreign nation,
then the annual interest requirements for such Bonds shall be based upon the estimated value (on
a date within 10 days prior to the date of the application for the authentication and delivery under
this Indenture of Bonds in connection with which such net earnings certificate is delivered) of
such foreign coin or currency in The City of New York, New York, in the written opinion of an
independent appraiser or other expert delivered to the Trustee.”

SECTION 3. Amendments to Article One of First Mortgage. Effective on a date fixed
as provided in Section 1 of this Article Four, Article One of the First Mortgage as amended, shall
be further amended by adding a new Section 8 thereto, as follows:

“Section 8.  The term “Generation Assets” shall mean the Company’s assets and
operations which form part of the Company’s generation business and any assets or
operations necessary or incidental to the Company’s generation business.”

“The term “Separation” shall mean the separation of the Company’s Generation Assets,
as defined in Section 8 of Article One hereof, from its transmission and distribution
assets, including the restructuring of the Company’s operations in connection therewith,
all in accordance and compliance with an order of the Public Utilities Commission of
Ohio and any rules and regulations thereunder and the laws of the State of Ohio.”

19

#87051587v39



EXECUTION COPY

SECTION 4. Amendments to Article Six of First Mortgage. Effective on a date fixed as
provided in Section ! of this Article Four, Article Six of the First Mortgage as amended shall be
amended in its entirety to read as follows:

“ARTICLE SIX

ISSUANCE OF BONDS UPON RETIREMENT OF BONDS
PREVIOUSLY OUTSTANDING HEREUNDER.

Whenever Bonds authenticated and delivered hereunder (i) are paid, retired, redeemed,
canceled or surrendered to the Trustee for cancelation (except when canceled pursvant to the
provisions of Section 3 of Article Eleven to obtain the release of funded property; or any sinking
fund provisions contained in any indenture supplemental hereto, so long as any Bonds of the
series to which such sinking fund provisions relate shali be outstanding; or canceled through use
by the Trustee of funded cash; or canceled pursuant to the provisions of Section 5 of Article
Eight of this Indenture), or (i1) for the purchase, payment or redemption of which money in the
necessary amount shall have been deposited with the Trustee (including in any such case
described in clause (i) or (ii) with the proceeds of new Bonds (“Refinancing Bonds”)
authenticated and delivered pursuant to this Article Six for the purpose of refinancing, replacing,
defeasing or refunding Bonds concurrently with the issuance of such Refinancing Bonds), upon
the request of the Company evidenced by a resolution such as is described in subdivision (1) of
Section 6 of Article Five, and upon receipt of a Treasurer's certificate and an opinion of counsel
such as are described in subdivisions (2) and (4) respectively of Section 1 of Article Seven and
of a further Treasurer's certificate, as defined in Section 3 of Article One, stating (a) the
aggregate principal amount of Bonds authenticated and delivered hereunder and made the basis
of such request which have been (or will be concurrently with the receipt of proceeds of
Refinancing Bonds) paid, retired, redeemed, canceled or surrendered to the Trustee for
cancellation, and (b) the aggregate principal amount of Bonds for the purchase, payment or
redemption of which money in the necessary amount shall have been deposited with the Trustee
(or will be concurrently with the receipt of proceeds of Refinancing Bonds), and that such Bonds
have not been canceled pursuant to the provisions of Section 13 of Article Two, or Section 3 of
Article Eleven to obtain the release of funded property, or canceled through the use by the
Trustee of funded cash, or canceled pursuant to the provisions of Section 5 of Article Eight of
this Indenture, or, if any Bonds of the series to which such sinking fund provisions relate shall
then be outstanding, canceled pursuant to any sinking fund provisions of any indenture
supplemental hereto, the Trustee shall anthenticate and deliver additional Bonds of the same or
another series in principal amount equivalent to the principal amount of the Bonds so paid,
retired, redeemed, canceled or surrendered to the Trustee for cancellation or for the purchase,
payment or redemption of which money in the necessary amount shall have been so deposited
with the Trustee (together with all accrued and unpaid interest on such Bonds and the amount of
any premium necessary to accomplish such refinancing if such Bonds are paid, retired,
redeemed, cancelled or surrendered to the Trustee for cancellation on the basis of and with the
proceeds of Refinancing Bonds); provided, however, that, unless the Company shall deliver to
the Trustee a net earnings certificate such as is described in subdivision (6) of Section 6 of
Article Five, no Bonds shall be authenticated or delivered under this Article for Bonds so paid,
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retired, redeemed, canceled or surrendered if such Bonds shall not have been at some time held

by the public.”

SECTION 5. Amendments to Section 3 of Article Eleven of First Mortgage. Effective
on a date fixed as provided in Section 1 of this Article Four, Section 3 of Article Eieven of the
First Mortgage as amended shall be amended as follows:

(a)

the portion of the first sentence thereof appearing before subdivision (1) of

Section 3 shall be deleted, and the following shall be inserted:

(b)

“So long as the Company is not in default under any of the provisions of
this Indenture, the Company may obtain the release of any of the mortgaged and
pledged property, including, without limiting the generality of the foregoing, any
one or more of the Company's heating, gas or water properties substantially as an
entirety (provided, however, that the electric property of the Company shall not in
any event be released substantially as an entirety (other than the Generation
Assets, as defined in Section 8 of Article One hereof, pursuant to the Separation,
as defined in Section 8 of Article One hereof) and, further, that prior lien bonds
deposited with the Trustee shall not be released except as provided in Article Nine
hereof), and the Trustee shall release the same from the lien hereof upon the
application of the Company and receipt by the Trustee of”;

subdivision (2) of Section 3 shall be amended to add a new proviso at the end

thereof to read as follows:

(c)

“provided that, anything contained in this subdivision (2) to the contrary
notwithstanding, in connection with an application of the Company for the release
of the Generation Assets, as defined in Section 8 of Article One hereof, from the
lien hereof pursuant to the Separation, as defined in Section 8 of Article One
hereof, the Trustee need not receive so much and such a part of any one or more
of the statements otherwise required hereunder to be included in such certificate,
and such certificate need not be made by an independent engineer, if and to the
extent that the Company determines, in good faith based on advice of counsel,
that under the terms of that section and/or any interpretation or guidance as to the
meaning thereof of the Securities and Exchange Commission and its staff,
including any one of more “no action” letters or exemptive orders (whether
issued to the Company or any other Person), all or any portion of Section 314(d)
of the Trust Indenture Act of 1939 as then in effect as might otherwise have been
applicable to any one or more of the statements otherwise required hereunder to
be included in such certificate shall not be applicable to such certificate, and upon
receipt by the Trustee of an opinion of counsel to such effect;”

subdivision (3) of Section (3) shall be amended to add a new proviso at the end

thereof to read as follows:

#87051587v39

“provided that this subdivision (3) shall not apply in the case of the release of the
Generation Assets, as defined in Section 8 of Article One hereof, from the lien
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hereof pursuant to the Separation, as defined in Section 8 of Article One hereof, if
(i) the amendments to Section 3 of Article Eleven of this Indenture provided for
in Article Four of the Forty-Eighth Supplemental Indenture, dated as of August I,
2015, to this Indenture become effective as provided for in Section 1(a) of said
Article Four or (ii) the amendments to Section 3 of Article Eleven of this
Indenture provided for in Article Four of the Forty-Eighth Supplemental
Indenture, dated as of August 1, 2015, to this Indenture become effective as
provided in Section (b} of Article Four of the Forty-Eighth Supplemental
Indenture, dated as of August 1, 2015, and the Trustee receives in connection with
the Company’s application for such release an engineer’s certificate made by an
independent engineer and dated not more than sixty (60) days prior to the date of
making of such application and stating that the fair value, in the opinion of the
signer, of the property subject to the lien hereof after giving effect to the release
of the lien hereotf on the Generation Assets, as defined in Section 8 of Article
One hereof, is not less than 110% of the principal amount of the Bonds
outstanding at the time of such application, and a net earnings certificate such as
is described in subdivision (6) of Section 6 of Article Five, in each case,
determined on a pro forma basis giving effect to the Separation, as defined in
Section 8 of Article One hereof); provided, further, that in the case of clause
(i) or clause (ii), as applicable, no default under any of the provisions of this
Indenture and no completed default as defined in Section 1 of Article Twelve
hereof shall exist or be continuing before or after giving effect to such release.”

SECTION 6. Amendments to Section 1 of Asticle Fifteen of First Mortgage. Effective
on a date fixed as provided in Section ! of this Article Four, Section 1 of Article Fifteen of the

First Mortgage as amended shall be amended to add the following parenthetical at the end of the
first paragraph thereof:

“(provided, however, that, in connection with the Separation, as defined in
Section 8 of Article One hereof, the Company may convey or transfer all of the
Generation Assets, as defined in Section 8 of Article One hereof, without the
transferee being required to expressly assume in writing the due and punctual
payment of the principal and interest of all the Bonds according to their tenor and
the due and punctual performance and observance of all the covenants and
conditions of the Indenture, so long as no default under any of the provisions of
this Indenture and no completed defaults as defined in Section I of Article
Twelve hereof shali exist or be continuing before or after giving effect to such
conveyance or transfer and the liens hereof on such Generation Assets are
released in accordance with Article Eleven hereof)”.

SECTION 7. Effectuating Provisions: Required Consent. Any supplemental indentures
may contain such other provisions as may be necessary or appropriate to carry into effect the
purposes of the amendments provided for by this Article Four or as may be otherwise
appropriate and permissible under the provisions of Article Eighteen of the First Mortgage as
amended to accomplish the purposes of said amendments, To the extent permitted by Article
Eighteen of the First Mortgage as amended, any supplemental indenture may terminate or
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modify specified obligations of the Company to the holders of the Bonds of a particular series
and such amendment will only require the consent by holders of at least a majority in aggregate
principal amount of the Bonds outstanding of said series. Said amendments may effect the
purposes herein contemplated either by adding provisions to, or eliminating provistons from, the
First Mortgage as amended, or by both adding and eliminating provisions, or may accomplish
said purposes in any other appropriate manner.

No further consent of the holders of Series A New Bonds shall be required to effect any
of the amendments provided for in, or permitted by, this Article Four.

ARTICLE FIVE.
COVENANTS OF THE COMPANY.

SECTION 1. Confirmation of Covenants by the Company in First Mortgage. All
covenants and agreements by the Company in the First Mortgage as heretofore and hereby
amended are hereby confirmed.

SECTION 2. Covenant of the Company and Legal Opinion as to Recording. Promptly
after the execution and delivery of this Forty-Eighth Supplemental Indenture, the Company will

take such action with respect to the recording, filing, re-recording and refiling of the First
Mortgage as amended and this Forty-Eighth Supplemental Indenture as may be necessary to
make effective the lien intended to be created hereby, and will furnish to the Trustee an opinion
of counsel selected by the Company and satisfactory to the Trustee (who may be of counsel to
the Company) either (a) stating that in the opinion of such counsel such action has been taken
with respect to the recording, filing, re-recording and refiling of the First Mortgage as amended
and this Forty-Eighth Supplemental Indenture as to make effective the lien intended to be created
thereby, and reciting the details of such action, or (b) stating that in the opinion of such counsel
no such action is necessary to make such lien effective.

ARTICLE SIX.

MISCELLANEOUS.

SECTION 1. Authentication and Delivery of Seties A New Bonds in Advance of the
Recording of Forty-Fighth Supplemental Indenture. The Series A New Bonds may be
authenticated and delivered by the Trustee and issued by the Company in advance of the
recording or filing of this Forty-Eighth Supplemental Indenture.

SECTION 2. Forty-Eighth Supplemental Indenture to Form Part of First Mortgage. The
provisions of this Forty-Eighth Supplemental Indenture shall become effective immediately upon
the execution and delivery hereof, except that the provisions of Article Four of this Forty-Eighth
Supplemental Indenture modifying and amending the First Mortgage as amended shall become
effective on the date or dates fixed as provided in said Article Four. From and after the initial
issue of the Series A New Bonds, this Forty-Eighth Supplemental Indenture shall form a part of
the First Mortgage and all the terms and conditions herein contained shall be deemed to be part
of the terms of the First Mortgage, as fully and with the same effect as if all the terms and
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provisions of this Forty-Eighth Supplemental Indenture, including the provisions which
determine the dates on which the amendments provided for in Article Four of this Forty-Eighth
Supplemental Indenture shall become effective, had been set forth in the First Mortgage as
originally executed. Except as modified or amended by this Forty-Eighth Supplemental
Indenture, the First Mortgage as amended shall remain and continue in full force and effect in
accordance with the terms and provisions thercof, and all the covenants, conditions, terms and
provisions of the First Mortgage, as heretofore modified and amended and as further modified
and amended by this Forty-Eighth Supplemental Indenture, shall be applicable with respect to
the Series A New Bonds, except insofar as such covenants, conditions, terms and provisions are
limited and applicable only to the Bonds of another or other series, or are expressed to continue
only so long as Bonds of another or other series are outstanding, and all the covenants,
conditions, terms and provisions of the First Mortgage as amended with respect to the Trustee
shall remain in full force and effect and be applicable to the Trustee under this Forty-Eighth
Supplemental Indenture in the same manner as though set out herein at length. All
representations and recitals contained in this Forty-Eighth Supplemental Indenture and in the
Series A New Bonds (save only the Trustee’s certificates upon said Serics A New Bonds) are
made by and on behalf of the Company, and the Trustee is in no way responsible therefor or for
any statement therein contained.

SECTION 3. Definitions in First Mortgage Shall Apply to Forty-Eighth Supplemental
Indenture. The terms defined in Article One of the First Mortgage as heretofore and hereby
amended, when used in this Forty-Eighth Supplemental Indenture, shall, respectively, have the
meanings set forth in said Article One.

SECTION 4. Execution in Counterparts. This Forty-Eighth Supplemental Indenture
may be simultaneously executed in several counterparts and each counterpart shall be an original
instrument.
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IN WITNESS WHEREOF, THE DAYTON POWER AND LIGHT COMPANY has
caused this instrument to be signed on its behalf by its President or a Vice President and
its corporate seal fo be hereunto affixed and attested by its Secretary or an Assistant
Secretary, in the City of Dayton, Ohio, and THE BANK OF NEW YORK MELLON has
caused this instrument to be signed on its behalf by a Vice President or an Assistant Vice
President and its corporate seal to be hereunto affixed and attested by a Vice President,
Assistant Vice President or an Assistant Treasurer, in The City of New York, New York,
as of the day and year first above written.

THE DAYTON POWER AND LIGHT

cymw

By _(&* ///L/ |
Craig L. JacKson, Vice President and
Chief Financial Officer

[SEAL]

STATEOF OMr- ) ss
COUNTY OF/ Mintgvmes )

On thlsqL i day of July, 2013, personally appeared before me, a Notary Public within
and for said County in the State aforesaid, Craig L. Jackson, to me known and known to
me to be the Vice President and. Chlef F in ncial Officer of THE DAYTON POWER
AND LIGHT COMPANY #6n8 of ti¢ €otpbirations which executed the foregoing
instrument, who acknowledged that he did sign and seal said instrument as such Vice
President and Chief Financial Officer for and on behalf of said corporation and that the
same is his free act and deed as such Vice President and Chief Financial Officer, and the
free and corporate act and deed of said corporation; and said Craig L. Jackson, being by
me duly sworn, did depose and say: that he resides in Montgomery County, Ohio; that he
is the Vice President and Chief Financial Officer of THE DAYTON POWER AND
LIGHT COMPANY, one of the corporations described in and which executed the above
instrument; that he knows the seal of said corporation; that the seal affixed to said
instrument is such corporate seal; that it was so affixed by order of the Board of Directors
of said corporation; and that he signed his name thereto by like order.

IN WITNESS WHEREOF I have hereunto set my hand and official seal.

BRIAN ROBERT HYLANDER

Attomay at Law
Notary Fublic, Sialo of Ohilp
My Commizgion Hes No Expiration
Date. Saction 147.03 Q.R.C.

[Signature Page to Forty-Eighth Supplemental Indenture]



Attest:

BN R e

udl Sobec , Vice President, General
u el and Secretary

Signed and acknowledged in our presence by
The Dayton Power and Light Company.

@Lﬂ@u L /A'Ham ok
ﬁtvo Kl on o

sTATEOF  “17° )
COUNTY OF _/ /%"‘1[5‘ S/
On thisAY day of July, 2015, personally appeared before me, a Notary Public within
and for said County in the State aforesaid, Judi L. Sobecki, to me known and known to
me to be the Vice President, General Counsel and Secretary of THE DAYTON POWER
A% AND LIGHT COMPANY,A‘E)’hEy(')Vfthe co%oratlons which executed the foregoing
instrument, who acknowledged that she did sign and seal said instrument as such Vice
President, General Counsel and Secretary for and on behalf of said corporation and that
the same is her free act and deed as such Vice President, General Counsel and Secretary,

and the free and corporate act and deed of said corporation.

88.1

IN WITNESS WHEREOF I have hereunto set my hand and official seal.

—

/

————)/M / T ———

BRIAN FIOBERT HYLANDER

Allomay at Law
Notary Putidle, Siata o1 Ohlo
My Commission HMas Mo Exglration
Date. Secilon 147.03 O.A.C.

[Signature Page to Forty-Eighth Supplemental Indenture]



THE BANK OF NEW YORK MELLON,
as Trustee

By ;

Efrei‘; Almazan
Vice President

[SEAL]

Attest: , o

) ..ﬂ;f/
s
Tlomas O. Hacker
Vice President

Signed and acknowledged in our presence by
The Bank of New York Mellon.

Iy

yA Qa\\‘i \‘\ch\\ﬁs

o, & o

Glsor M gpoein

[Signature Page to Forty-Eighth Supplemental Indenture]



STATE OF NEW YORK, ) $5.
COUNTY OF NEW YORK, }

On this 30day of July, 2015, personally appeared before me, a Notary Public within
and for said County in the State aforesaid, Efren Almazan and Thomas Q. Hacker, to me
known and known to me to be, respectively, a Vice President and a Vice President of
THE BANK OF NEW YORK MELLON, one of the corporatiots which executed the
foregoing instrument, who severaily acknowledged that they did sign and seal said
instrument as such Vice President and Vice President for and on behalf of said
corporation and that the same is their free act and deed as such Vice President and Vice
President, respectively, and the free and corporate act and deed of said corporation; and
said Efren Almazan being by me duly sworn, did depose and say: that he resides in
Warren County, New Jersey that he is a Vice President of THE BANK OF NEW YORK,
one of the corporations described in and which executed the above instrument; that he
knows the seal of said corporation; that the seal affixed to said instrument is such
corporate seal; that it was so affixed by order of the Board of Directors of such
corporatiomn; and that he signed his name thereto by like order.

IN WITNESS WHEREOF 1 have hereunto set my hand and,official seal.

[SEAL]

Notary Pubfic,
CHRISTOPHER J. TRAINA
NOTARY PUBLIC-STATE OF NEW YORK
No. 01TR6297825
Qualified in Queens County
Ceortltied in New York Counly
My Commission Exphies March 03, 2008

{Signature Page to Forty-Eighth Supplemental Indenture]



This inktrument prepared by
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Joseph P. Hadley
Davis Polk & Wardwell LLP
450 Lexington Avenue
New {York, New York 10017
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EXHIBIT A

[FORM OF SERIES A NEW BOND]

This bond is not transferable except to a successor trustee under the Trust Indenture, dated as of
August 1, 2015, between Ohio Air Quality Development Authority relating to its Collateralized
Air Quality Development Revenue Refunding Bonds, 2015 Series A (The Dayton Power and
Light Company Project) and The Bank of New York Mellon, as trustee.

No. $_1

THE DAYTON POWER AND LIGHT COMPANY
(Incorporated under the laws of the State of Ohio)

First Mortgage Bond,
Variable Rate Pollution Control Series 2015-A Due 2040
Due November 1, 2040

THE DAYTON POWER AND LIGHT COMPANY, a corporation of the State of Ohio
{hereinafter called the Company), for value received, hereby promises to pay to | ], as
Series A Project Bond Trustee (as hereinafter defined) or registered assigns, at the office or
agency of the Company in the Borough of Manhattan, The City of New York, [ ] Dollars on
November !, 2040, unless called for earlier redemption, or on any other date the amount of
principal of the Series A Project Bonds (as hereinafter defined) becomes due and payable
{whether by redemption, upon acceleration, tender for purchase or otherwise) in such coin or
currency of the United States of America as at the time of payment is legal tender for the
payment of public and private debts, and to pay to the registered owner hereof interest thereon
from the interest payment date to which interest has been paid or duly provided for last preceding
the date hereof (unless the date hereof is an interest payment date to which interest has been paid
or duly provided for, in which case from the date hereof, or, if no interest has been paid or duly
provided for, from August 3, 2015), at such rate or rates per annum on each interest payment
date (as hereinafter defined) as shall cause the amount of interest payable on such interest
payment date on this Bond to equal the amount of interest payable on such interest payment date
on the corresponding Series A Project Bonds (as hereinafter defined), such interest to be payable
on the same dates as interest is payable on said Series A Project Bonds (each such date herein
called “an interest payment date™} until the maturity of this Bond, or if this Bond shail be duly
called for redemption, until the redemption date, or if the Company shall default in the payment
of the principal amount of this Bond, until the Company’s obligation with respect to the payment
of such principal shall be discharged as provided in the Indenture (as hereinafter defined). The
amount of interest payable on each interest payment date shall be computed on the same basis as
the amount of interest is computed on the corresponding said Series A Project Bonds; provided,
however, that the aggregate amount of interest payable on any interest payment date shall not
exceed an amount which results in an interest rate of more than the Series A Maximum Interest
Rate (as such term is defined in the Forty-Eighth Supplemental Indenture referred to herein) per
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annum on the aggregate principal amount of the Series A New Bonds (as hereinafter defined)
outstanding on that interest payment date.

The interest payable on any interest payment date shall be paid to the holder in whose
name this Bond is registered on the Record Date (as such term is defined in Article One of the
Forty-Eighth Supplemental Indenture referred to above), except that if the Company shall default
in the payment of any installment of interest on this Bond, such interest in default shall be paid to
the holder in whose name this Bond is registered at the close of business on a date established for
the payment of such defaulted interest by the Trustee in any lawful manner. This Bond shall be
payable as to principal, premium, if any, and interest in such coin or currency of the United
States of America as at the time of payment is legal tender for the payment of public and private
debts, at the office or agency of the Company in the Borough of Manhattan, The City of New
York.

This Bond is one of an issue of First Mortgage Bonds (hereinafter called the Bonds) of
the Company issued and to be issued in series under and pursuant to and equally secured by an
indenture of mortgage and deed of trust dated as of October 1, 1935, executed by the Company
to Irving Trust Company (now The Bank of New York Mellon), as Trustee, as said indenture has
been amended and supplemented as hereinafter stated, and is one of a series of said First
Mortgage Bonds, which series is designated as the First Mortgage Bonds, Variable Rate
Pollution Control Series 2015-A Due 2040, of the Company (hereinafter called the Series A New
Bonds) created and described in a Forty-Eighth Supplemental Indenture dated as of August 1,
2015, executed by the Company to The Bank of New York Mellon, as Trustee. Subsequent to
the execution and delivery of said indenture of mortgage and deed of trust there have been
executed and delivered forty-eight indentures supplemental thereto, including said Forty-Eighth
Supplemental Indenture dated as of August 1, 2015, and the Forty-Ninth Supplemental Indenture
dated as of August 1, 2015, executed by the Company and The Bank of New York Mellon, as
Trustee, supplementing and amending as therein set forth certain provisions thereof. Said
indenture of mortgage and deed of trust and such supplemental indentures collectively are
hereinafter sometimes called the “Indenture.”

For a description of the property mortgaged and pledged, the nature and extent of the
security, the rights of the holders of the Bonds and of the Trustee therein and thereto, the duties
and immunities of the Trustee, and the terms and conditions upon which the Bonds are issued
and secured, reference is hereby made to the Indenture. The rights and obligations of the
Company and of the holders and registered owners of the Bonds of this issue may be modified or
amended at the request of the Company by an indenture or indentures supplemental to the
Indenture, executed pursuant to the consent in writing of the holders or registered owners of a
majority in principal amount of the Bonds then outstanding affected by such meodification or
amendment, all in the manner and subject to the limitations set forth in the Indenture, any
consent by the holder or registered owner of any Bond being conclusive and binding upon such
holder or registered owner and upon all future holders and owners of such Bond, irrespective of
whether or not any notation of such consent is made upon such Bond; provided that no such
modification or amendment by such supplemental indenture shall extend the maturity of, or
reduce the rate of interest on, or otherwise modify the terms of payment of the principal or
interest of, this Bond, which obligations are absolute and unconditional, nor permit the creation
of any lien ranking prior to or equal with the lien of the Indenture on any of the mortgaged
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property. Notwithstanding the foregoing, pursuant to such Forty-Eighth Supplemental Indenture,
the holders of the Bonds, by their acceptance and holding hereof, consent and agree to the
amendments provided for in Article Four of such Forty-Eighth Supplemental Indenture. The
Series A New Bonds are to be issued by the Company to the Ohio Air Quality Development
Authority (hereinafter called the Authority), or its assignee, to evidence and secure the
obligations of the Company to repay the loan of the proceeds of the sale of the Series A Project
Bonds (as hereinafter defined) made by the Authority to the Company, pursuant to a certain Loan
Agreement, dated as of August 1, 2015, between the Authority and the Company, to assist in the
refunding of the Refunded Bonds (as such term is defined in the Forty-Eighth Supplemental
Indenture referred to above) and the financing of the Company’s portion of additional costs of
acquisition, construction and installation of certain air quality facilities (as that term is defined
and used in Section 3706.01 of the Ohio Revised Code) installed in connection with: Units 7 and
8 at the Miami Fort Generating Station located in Hamilton County, Ohio as to which the
Company at the date hereof owns an undivided 36% interest as tenant in common with another
public utility company; Unit 2 at the Killen Generating Station located in Adams County, Ohio
as to which the Company at the date hereof owns an undivided 67% interest as tenant in common
with another public utility company; Units 1-4 at the J. M. Stuart Generating Station located in
Brown and Adams Counties, Ohio as to which the Company at the date hereof owns an
undivided 35% inferest as tenant in common with two other public utility companies; and Unit 4
at the Conesville Generating Station in Coshocton County, Ohio as to which the Company at the
date hereof owns an undivided 16.5% interest as tenant in common with two other public utility
companies (such interests in said facilities being hereinafter called the Project). The loan by the
Authority in respect of the Refunded Bonds and the Project is to be funded by the proceeds
derived from the sale by the Authority of State of Ohio Collateralized Air Quality Development
Revenue Refunding Bonds, 2015 Series A (The Dayton Power and Light Company Project) in
the aggregate principal amount of $100,000,000 (hereinafter called the Series A Project Bonds).
The Series A Project Bonds are to be issued under a certain Trust Indenture, dated as of August
1, 2015 (hereinafter called the Series A Project Bonds Indenture), between the Authority and The
Bank of New York Meilon, as Trustee (hereinafter in such capacity called the Series A Project
Bond Trustee) and the Series A New Bonds are to be assigned by the Authority to the Series A
Project Bond Trustee as security for the payment of the principal of, and premium, if any, and
interest on, the Series A Project Bonds and are to be delivered by the Company on behalf of the
Authority directly to the Series A Project Bond Trustee. The Series A New Bonds shall not be
assignable or transferable except as may be required to effect a transfer to any successor trustee
under the Series A Project Bond Indenture, or, subject to compliance with applicable law, as may
be involved in the course of the exercise of rights and remedies consequent upon an Event of
Default under the Series A Project Bond Indenture.

In the event any Series A Praject Bonds shall be surrendered to the Series A Project Bond
Trustee for cancellation pursuant to the Series A Project Bonds Indenture (except upon exchange
for other Series A Project Bonds), Series A New Bonds equivalent in principal amount to such
Series A Project Bonds shall be deemed to have been paid, but only when and to the extent (a) so
noted on the schedule of payments hereon by an agency of the Company and (if such agency is
not the Trustee) written notice by such agency of such notation has been received by the Trustee
or (b) such Series A New Bond is surrendered to and canceled by the Trustee as provided in the
next paragraph; and in the event and to the extent the principal of, or premium, if any, or interest
on, any Series A Project Bonds shall be paid or deemed to be paid, an equal amount of principal
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or premium, if any, or interest, as the case may be, payable with respect to an aggregate principal
amount of corresponding Series A New Bonds equal to the aggregate principal amount of such
Series A Project Bonds shall be deemed to have been paid, but, in the case of such payment of
principal, only when and to the extent (i) so noted on the schedule of payments hereon by an
agency of the Company and (if such agency is not the Trustee) written notice by such agency of
such notation has been received by the Trustee or (ii) such Series A New Bond is surrendered to
and canceled by the Trustce as provided in the next paragraph. When any such payment of
principal of this Bond is made, it shall be surrendered by the registered owner hereof to an
agency of the Company for such notation and notification or to the Trustee for cancellation.

In the event that this Bond shall be deemed to have been paid in full, this Bond shall be
surrendered to the Trustee for cancellation. In the event that this Bond shall be deemed to have
been paid in part, this Bond may, at the option of the registered owner, be surrendered to the
Trustee for cancellation, in which event the Trustee shall cancel this Bond and the Company
shall execute and the Trustee shall authenticate and deliver Series A New Bonds in authorized
denominations in aggregate principal amount equal to the unpaid balance of the principal amount
of this Bond.

The Series A New Bonds are subject to mandatory redemption by the Company prior to
maturity at any time in whole or in part as provided in Section 5 of Article One of the Forty-
Eighth Supplemental Indenture at a redemption price of 100% of the principal amount to be
redeemed, plus accrued interest, if any, to the redemption date.

The Series A New Bonds are subject to extraordinary optional redemption by the
Company prior to maturity at any time in whole or in part as provided in Section 6 of Article
One of the Forty-Eighth Supplemental Indenture at a redemption price equal to 100% of the
principal amount to be redeemed, plus accrued interest, if any, to the redemption date.

The Series A New Bonds are subject to optional redemption by the Company prior to
maturity at any time in whole or in part as provided in Section 7 of Article One of the Forty-
Eighth Supplemental Indenture at the same redemption price, plus accrued interest, if any, to the
redemption date, as shall be payable on the Series A Project Bonds to be redeemed concurrently
therewith.

Any redemption of the Series A New Bonds shall be made after written notice to the
registered owner of such Series A New Bonds, sent by the Trustee by mail, first class postage
prepaid, or hand delivered at least 30 days and not carlier than 60 days before the redemption
date, unless a shorter notice period is consented to in writing by the registered owner or owners
of all Series A New Bonds and such consent is filed with the Trustee, and shall be made in the
manner provided in Section 8 of Article One of the Forty-Eighth Supplemental Indenture, subject
to the provisions of the First Mortgage as amended.

The principal hereof may be declared or may become due on the conditions, in the

manner and at the time set forth in the Indenture, upon the happening of a completed default as
provided in the Indenture.
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This Bond may be exchanged for a like principal amount of other Series A New Bonds,
or transferred as prescribed in the Indenture by the registered owner hereof in person, or by his
duly authorized attorney, at the office or agency of the Company in the Borough of Manhattan,
The City of New York, upon swivender and cancellation of this Bond and thereupon a new
registered Series A New Bond or Series A New Bonds without coupons for a like principal
amount and of authorized denominations will be issued in exchange therefor as provided in the
Indenture. The Company and the Trustee may deem and treat the person in whose name this
Bond is registered as the absolute owner hereof for the purpose of receiving payment of or on
account of the principal and premium, if any, and interest due hereon and for all other purposes.

No service charge will be made for any such exchange or transfer of Series A New
Bonds, but the Company may require payment of a sum sufficient to cover any stamp fax or
other governmental charge pavable in connection therewith.

The Series A New Bonds are issuable as registered Bonds without coupons in
denominations of $5,000 and any integral multiple of $5,000.

No recourse shall be had for the payment of the principal of, or premium, if any, or
interest on, this Bond, or under or upon any obligation, covenant or agreement contained in the
Indenture, against any incorporator, or any past, present, or future subscriber to capital stock,
shareholder, officer or director, as such, of the Company or of any predecessor or successor
corporation, either directly or through the Company or any predecessor or successor corporation,
under any present or future rule of law, statute or constitution or by the enforcement of any
assessment or otherwise, all such lability of incorporators, subscribers, shareholders, officers
and directors being released by the registered owner hereof by the acceptance of this Bond and
being likewise waived and released by the terms of the Indenture.

This Bond shall not become valid or obligatory for any purpose until The Bank of New
York Mellon, the Trustee under the Indenture, or its successor thereunder, shall have signed the
form of certificate endorsed hereon.
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IN WITNESS WHEREOF, The Dayton Power and Light Company has caused this Bond
to be executed in its name by the manual or facsimile signature of its President or any Vice
President and its corporate seal to be hereunto affixed or a facsimile thereof reproduced hereon
and attested by the manual or facsimile signature of its Corporate Secretary or an Assistant
Corporate Secretary.

Dated:
[SEAL]
THE DAYTON POWER AND LIGHT
COMPANY
By:
[President] [Vice President]
Attest:

[Corporate Secretary]
[Assistant Corporate Secretary)

Exh. A-6



TRUSTEE’S CERTIFICATE

This Bond is one of the Bonds of the Series designated therein, described in the
within-mentioned Indenture.

THE BANK OF NEW YORK MELLON, as
Trustee

By:

Authorized Signatory
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Bonds of the Variable Rate Pollution Control Series 2015-A Due 2040

SCHEDULE OF PAYMENTS
Principal | Unpaid Principal | Redemption | Interest | Agency of the Company | Authorized
Payment | Amount Premium Payment | Making Notation Officer Title
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