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Research Update:

DPL Inc. And DP&L Downgraded To 'BB-' On
Persistent Weak Financial Measures And Coal
Retirements; Outlook Negative

Overview

s U.S.-based DPL Inc.'s utility company, Dayton Power & Light Co. (DP&L),
recently announced its decision to close certain merchant generating
asgets on or before June 1, 2018. The company has also agreed to a
gix-year Electric Security Plan (ESP) settlement proposal that includes
the collection of distribution modernization rider (DMR)} revenues for
years one through three of the term of the ESP.

s We are lowering our issuer credit ratings on both parent DPL and utility
subsidiary DP&L to 'BB-' from 'BB'. The cutlook is negative.

* We are lowering our rating on DPL's senior unsecured debt to 'B+' from
'BR' and revising the recovery rating on this debt to '5' from '4" based

on deteriorating value of the merchant power assets and the structural
subordination of this debt. )

e At the same time, we are affirming our 'BEBB-' rating on DP&L's senior
secured debt. We revised the recovery rating on this debt to '1+' from
'11', reflecting our assessment of modestly improved recovery prospects
for the utility secured debt.

¢ In addition, we are revising our stand-alone credit profile assessment
for DP&L to 'bbb' from 'bbb+'.

* The negative outlock reflects our expectations for persistently weak
financial measures for conscolidated DPL that are now highly dependent on
the long-term sustainability of the DMR. The company alsc faces
significant refinancing risks for its approximate $1.7 billion of
outstanding debt, maturing 2019-2022. We expect that these risks will
offset any near-term potential improvement to DPL's business risk
assessment following its strategic decision to shrink its higher-risk
merchant generation assets.

Rating Action

On March 27, 2017, S&P Global Ratings lowered itsg issuer credit ratings on DPL
Inc. and subsidiary Dayton Power & Light Co. (DP&L) to 'BB-' from 'BB'. The
ocoutlook is negative.

At the same time, we lowered the rating on DPL's senior unsecured debt to 'B+'
from 'BB' and revised the recovery rating on this debt to '5' from '4'. The
'5' recovery rating reflects our expectation for modest (10%-30%; rounded
estimate: 15%) recovery in the event of a payment default.
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Retirements; Qutlook Negative

In addition, we affirmed our 'BBB-' rating on DP&L's senior secured debt. We
revised the recovery rating on this debt to '1+' from '1l', indicating our
expectation for full (100%) recovery.

Rationale

The downgrade on DPL and DP&L reflects our base-case scenario that over the
next few months the Public Utilities Commission of Qhio (PUCO} will wost
likely approve the distribution modernization rider (DMR) in line with the
settlement proposal. Under the settlement proposal, the utility will recover
$105 millicn annually under the DMR for the next three years and will commit
to commence a sale process to sell its ownersghip interest in its Conesville,
Miami Fort, and Zimmer stations. In conjunction with the company's recent
announcement of its plans to retire the J.M. Stuart and Killen coal-generating
plants by June 1, 2018, the utility will most likely exit the vast majority of
its higher-risk merchant operations in the next 15 months.

As a result, we expect significantly reduced cash flow contributions from the
merchant business to create an cover-reliance on the DMR to sustain the
company's credit quality. This significantly heightens event rigk for DPL that
we expect.will continue to pressure the issuer credit rating, despite any
potential improvement to the company's business risk.

Importantly, from 2013 through 2022, more than 90% or about $1.7 billion of
DPL's consolidated debt will mature. Without a high degree of certainty that
the DMR will be in effect for the long term, DPL faces significant refinancing
risks over this four-year period. Absent the DMR, the company's financial
measures will materially weaken, likely resulting in further downgrades

Our assegswent of DPL's business risk profile as satisfactory incorporates
DPL's strategic decisions to shrink its higher-risk merchant generation
business and its lower-risk, rate-regulated transmission and distributicn
{T&D) utility operations in Ohio. However, benefits from these strategles are
offset in part by the company's sizable debt maturity profile, small size, and
high dependency on the long-term sustainability of the DMR.

We agsess DPL's financial risk profile as aggressive using our medial
volatility financial table benchmarks, reflecting the company's mostly
lower-risk, rate-regulated utility operations. Under our base-case scenario
that includes DMR revenues of $105 million, future asset retirement costs of
about $130 million, and average capital spending of about 5$120 million for
2017-2018, we expect funds from operations (FFO) to debt that averages about
9.6% for DPL, consistent with the lower end of the range for the aggressive
financial risk profile category.

We are revising our comparable rating analysis (CRA) on DPL to negative from
neutral. This reflects our expectations that the company's consclidated
financial measures will be at the lower end of the range for the aggressive
financial risk profile category. We are also revising our CRA on DP&L to
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neutral from positive, reflecting the utility's high dependence on the
long-term sustainability of the DMR. This collectively results in a revised
stand-alone credit profile for DPL to 'bb-' from 'bb' and a revised
stand-alone c¢redit profile for DP&L to 'bbb' from 'bbb+'.

Qur ratings on DPL further incorporate ocur assessment of the company's group
credit profile as a moderately strategic subsidiary of ultimate parent AES
Corp.

Liquidity

We assess DPL and DpP&L’s ligquidity as adequate. We expect DPL and DP&L to
cover their liguidity needs for the next 12 months even if EBITDA declines by
10%. We also expect liquidity sources over the next 12 months will exceed uses
by more than 1.1x. DPL and DP&L also benefit from sound relationships with its
banks and have the ability to lower capital spending or sell assets in the
event of financial stress in the next 12 months.

Principal liguidity sources include:

e Conseplidated credit facility of $3280 million;

¢ (Consclidated cash FFO averaging about 3170 millicn; and
» Available cash of about $55 wmillion.

Principal liguidity uses include:
¢ Consolidated capital spending averaging about $120 wmillion; and
¢ Long-term debt maturities of about $29 million due in 2017;

QOutlook

The negative outlook for DPL and DP&lL reflects our expectations for
persistently weak financial wmeasures for consclidated DPL, with FFO to debt
that averages asbout 9.6% and that is now highly dependent on the long-term
sugtainability of the DMR to avoid further deterioration. Additiocnally, the
company faces refinancing risks for its approximate $1.7 billion of
outstanding debt, maturing 2019-2022. We expect that these risks will offset
any potential improvement to DPL's business risk assessment over the near term
following its strategic decision to shrink itg higher-rigk merchant generatiocn
assets.

Downside scenario

We could lower the ratings on DPL and DP&L over the next few quarters if the
company's financial ratios further weaken, including FFO to debt that is
consistently at 9% or below. This could occur if the implementation of the DMR
becomes unsustainable, and as a result, the company's credit gqguality does not
improve in light of longer-term refinancing risks.
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Upside scenario

We could affirm the ratings and revise the cutlook to stable within the next
few quarters if the company develops a strategy to address its long-term
refinancing risks, the implementation of the DMR proves durable and
sustainable, and it maintains FFO to debt above 10%.

Ratings Score Snapshot

Corporate Credit Rating: BRB-/Negative/--

Business risk: Satisfactory

s Industry risk: Low risk

® Country risk: Very low risk

* Competitive positicn: Satisfactory

Financial rigk: Aggressive
e Cash flow/leverage: BAggressive

Anchor: bb

Modifiers:

Diversification: Neutral (no impact

Capital structure: Neutral {(no impact)

Liquidity: Adequate {no impact)

Financial policy: Neutral (no impact)

Management and governance: Satisfactory (no impact)
Comparable rating analysis: Negative (-1)

+ % & 8 B »

Stand-alone credit profile: bb-

Group credit profile: bb
e Entity status within group: Moderately strategic {(no impact)

Recovery Analysis

Key analytical factors

* We revised our recovery rating on DP&L's secured term loan to ‘1+' from
'1', indicating cur expectation for full recovery given default. We
revised our recovery rating on parent DPL Inc.'s unsecured debt to '5!
from ‘4 (modest recovery), mainly reflecting its structurally junior
claim to the consolidated value and weaker valuation assumptions for
DPL's merchant generation. We conduct our recovery analysis for DPL and
DP&L on a consolidated basis and assume a default in 2019. Qur recovery
valuation assumes that the regulated transmission and disgtribution assets
will be valued at their net book value of about $1.2 billion, as a proxy
for the allowed regulated return on these assets. This value is up
slightly as the company continues to invest in this business.

® We value the unregulated coal power generation assets at about $120
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million, based on an average dollar per kilowatt (KW) of about %70 on its
bagseload ceal assets, including Conesville Unit 4, Miami Fort Units 7 &
8, and Ziwmer Station, reflecting continued pressure on the value and
economics of these types cof assets, and 3125/KW on its gas peakers. This
valuation is down sharply as the viability of the coal plants is highly
questionable in light of pressure from more economical natural gas power
plants and regulatory pressure, notwithstanding varicus upgrades to these
plants in recent years. The valuation reflects the expected closure of
two plants, which represent about half of the company's baselcad
capacity, and the impairment cof the remaining plants. Our revised
valuation is relatively congistent with the net baok wvalue of these
plants following a material asset write-down.

The unsecured debt at DPL remains deeply subordinated in the company's
capital structure because it is structurally subordinated to the debt at
DP&L and subordinated to the secured revolving debt at DPL. This combined
with the lower valuation on the werchant assets pushes the implied
recovery rating to '5' indicating a modest (10%-30%) recovery from a '4°,
which indicates expectations for an average (30%-50%) recovery.

Simulated default assumptions

Simulated year of default: 2019

Simplified waterfall

* @ & @ & ° & 2

Regulated asset value: $1.2 billion

Merchant asset value: $123 million

Net enterprise value {after 5% administrative costs): $1.3 billion
Valuation split (DP&L/other subsidiaries): 91%/9%

Net collateral value available to DP&L's first-lien debt: $1.17 billion
First-lien debt: $773 million

--Recovery expectations: 100%

Total value available to unsecured creditors at DP&L: $518 million
Unsecured revolver at DP&L (assumed 85% draw): 5154 million
--Recovery expectations: Not applicable

DPIL. secured revolver (assumed 85% draw) $181 million

Remaining value available to claims at DPL: $264 million

DPL secured revolver: $181 million

--Recovery expectaticons: Not applicable

Value available to unsecured claims at DPL: $183 millicn

Senior unsecured deht at DPL: $1.1 billion

--Recovery expectations: 10%-30%; rounded estimate: 15%

Notes: All debt amounts include six wmonths of prepetition interest., Revolvers
assumed to be drawn at 85%.

Related Criteria

Criteria - Corporates - General: Recovery Rating Criteria For
Speculative-Grade Corporate Issuers, Dec. 07, 2016
Criteria - Corporates - General: Methodology And Assumptions: Liquidity

WWW STANDARDANDPOORS. COM/RATINGS DIRECT MARCH 27,2017 6

THIS WAS PREPARED EXCLUSIVELY FOR USER CHUCK HOFMANN.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED


http://WWW.STANDARDAN0P00RS.COM/RATINGSDIRECT

Research Update: DPL Inc. And DP& 'L Downgraded To 'BB-' On Persistent Weak Financial Measures And Coal
Retirernents; Quilook Negative

Descriptors For Global Corporate Issuers, Dec. 16, 2014

* Criteria - Corporates - Industrials: Key Credit Factors For The
Unregulated Power And Gas Industry, March 28, 2014

* Criteria - Corporates - General: Corporate Methodology: Ratios And
Bdjustments, Nov. 19, 2013
Criteria - Corporates - General: Corpcrate Methodology, Nov. 19, 2013

* Criteria - Corporates - Utilities: Key Credit Factors For The Regulated
Utilities Industry, Nov. 19, 2013

¢ General Criteria: Methodology: Industry Risk, Nov. 19, 2013

® General Criteria: Group Rating Methodology, Nov. 19, 2013

* General Criteria: Country Risk Assessment Methodology And Assumptions,
Nov. 19, 2013

®* General Criteria: Methodeology: Management And Governance (Credit Factors
For Corporate Entities aAnd Insurers, Nov. 13, 2012

® General Criteria: Use Of CreditWatch aAnd Outlooks, Sept. 14, 2009

® Criteria - Insurance - General: Hybrid Capital Handbook: September 2008
Edition, Sept. 15, 2008

® Criteria - Corporates - General: 2008 Corporate Criteria: Rating Each
Issue, April 15, 2008

Ratings List

Downgraded; Ratings Affirmed

To From
DPL Inc.
Dayton Power & Light Co.
Corporate Credit Rating BE-/Negative/-- BB/Negative/--
Downgraded; Recovery Rating Revised
' To From
DPL Inc.
Senior Unsecured B+ BB
Recovery Rating 5(15%) 4 (45%)
DPL Capital Trust IT
Preferred Stock B B+

Ratings Affirmed; Recovery Rating Revised

Dayton Power & Light Co.
Senior Secured BBRE-
Recovery Rating 1+(100%) 1{95%)

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information, Complete ratings information is available to subscribers of
RatingsDirect at www.gleobalcreditportal.com and at www.spcapitalig.com. All
ratings affected by this rating action can be found on the S&P Global Ratings'
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public website at www.standardandpoors.com. Use the Ratings search box located
in the left column.
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OBJECTIONS AND RESPONSES TO INTERROGATORIES

INT-4-1. In response to IGS INT-2-1 (which requested an identification of all debt obligations
entered into by DPL Inc. as a consequence of the acquisition of DPL Inc. by AES Corp.
("AES™), "DP&L states that the $1.25 billion of DPL Inc. debt at the end of 2015 was
initially incurred between 2000-2011 to finance capital expenditures and a portion is
related to AES' acquisition of the Company ($1 .25. billion was assumed in 2011, of
which —$520 million has been since repaid).” Regarding this response:

a. Identify whether AES entered into a debt obligation in the amount of $1.25 billion
(through its subsidiary Dolphin Subsidiary II, Inc. ("Dolphin Sub.")) to finance the
acquisition of DPL Inc.

b. Identify whether DPL Inc. assumed the obligation to repay the $1.25 billion debt
obligation entered into by Dolphin Sub. following AES' acquisition of DPL Inc.

c. All else being equal, is it true that the AES acquisition of DPL Inc. increased the
debt obligation of DPL Inc. by $1.25 billion. If this is not true, explain your

answer.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 {proprietary),
5 (inspection of business records), 6 (calls for narrative answer), 9 (vague or undefined), 10
(possession of DP&L's unregulated affiliate), 11 (calls for a legal conclusion), 13

(mischaracterization). Subject to all general objections, DP&L states:

a. Please see IGS 2nd Set RPD-2-1 Attachment 26, DP&L-SSO 0007603 - DP&L-SSO
0007605 (AES 8-K filed 10-5-11), which states that "On October 3, 2011, Dolphin
Subsidiary II, Inc. (the "Company"), a newly formed, wholly owned special purpose
indirect subsidiary of The AES Corporation ("AES"), entered into an indenture (the
"Indenture") with Wells Fargo Bank, N.A. (the "Trustee") as part of its issuance of $450

million aggregate principal amount of 6.50% senior notes due 2016 (the "2016 Notes™)

g  EXHBIT
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and $300 million aggregate principal amount of 7.25% senior notes due 2021 (the "2021
Notes" and togéther with the 2016 Notes, the "notes") to finance the pénding AES
acquisition (the "Acquisition") of DPL Inc. ("DPL")." That same document also stated
that "The proceeds from issuance of the notes were deposited into an escrow account

pledged for the benefit of the Trustee pending the consummation of the Acquisition.”

. Please see IGS 2nd Set RPD-2-1 Attachment 24, DP&L-SSO 0007289 - DP&L-SSO
0007509 (DPL 10-K YE 2011) Debt footnote #7 pg. 100, which states that "In
connection with the closing of the Merger (see Note 2), DPL assumed $1.25 billion of
debt that Dolphin Subsidiary I, Inc., a subsidiary of AES, issued on October 3, 2011 to
finance a portion of the merger." Footnote #2 from the same document states, "On
November 28, 2011, AES completed its acquisition of DPL. AES paid cash
consideration of approximately $3,483.6 million. The allocation of the purchase price
was based on the estimated fair value of assets acquired and liabilities assumed. In
addition, Dolphin Subsidiary i, Inc. (a wholly-owned subsidiary of AES) issued $1,250.0
million of debt, which, as a result of the merger of DPL and Dolphin Subsidiary II, Inc.

was assumed by DPL."

. Please see IGS 4th Set INT-4-1 Attachment 1, DP&L-SSO 0007720 - DP&L-SSO

0007725 (DPL 8-K filed 11-28-11)) which states: "On November 28, 2011 (the "Merger
Date"), DPL Inc. ("DPL") completed its merger (the "Merger") with Dolphin Sub,r Inc.
("Merger Sub"), a wholly owned subsidiary of The AES Corporation ("AES"), pursuant
to that certain Agreement and Plan of Merger, dated as of April 19, 2011, by and among
AES, Merger Sub and DPL (the "Merger Agreement™). As a result, each issued and

outstanding share of the common stock, par value $.01 per share, of DPL (the "DPL



Common Stock™) (other than shares owned directly or iﬁdirectly by AES or Merger Sub
or héld by DPL or its subsidiaries, which were cancelled as a result of the Merger),
including grants of restricted common stock, was automatically cancelled and, other than
shares of DPL Common Stock held by shareholders who have validly exercised their
appraisal rights under Ohio law, converted into the right to receive $30 in cash (the "Per
Share Merger Consideration"), without interest. DPL is the surviving corporation in the
Merger and, as a result of the Merger, is a wholly owned subsidiary of AES." That same
document also states "Effective on the Merger Date, DPL assumed all obligations With
respect to the $450 million aggregate principal amount of 6.50% senior notes due 2016
(the "2016 Notes") and $800 million aggregate principal amount of 7.25% senior notes
due 2021 (the "2021 Notes" and together with the 2016 Notes, the "Notes") previously
issued by Dolphin Subsidiary II, Inc. ("Dolphin II"}, a wholly-owned special purpose
indirect subsidiary of AES. The Notes were issued in a private offering on October 3,
2011 and the proceeds from the offering were deposited into an escrow account pending
the consummation of the Merger. In connection with the consummation of the Merger,
the funds were released from the escrow account to fund the consummation, and Dolphin
II was merged with and into DPL, with DPL continuing as the surviving company. As a
result, DPL assumed all obligations under the Notes and the Notes are no longer subject
to the special mand_atory redemption provision relating to the consummation of the

Merger contained in the indenture (the "Indenture") relating to the Notes.”

Witness Responsible: Craig L. Jackson
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AES Corp. was co-founded by Roger Sant| 2007 | 2008 [ 2009 [ 2010 | 2011 [2012 |2013 [2014 [2015 |2016 [2017 [ 2018 | SVALUELINEFUB.LLC pL7)
and Dennis Bakke in 1981, under the origi-| 2027 | 2412 | 21421 2112 2255 | 2437 | 2207 | 2435 | 2244 | 2061 | 22.30| 23.35 |Revenues persh 36.95
nal name Applied Energy Services. Initially| 229| 250| 265) 130 223 313} 30| 286 217] 05| 285 3.20|"CashFlow” persh 360
the company provided energy consulting| 97| 99) 108| d11| 59} 124| 126| 106| 44| d171| %10 1.25|Eamingspersh A 1.50
services beiore becoming a power pro- .- -- -- - | 08| 47| 25 i 56| 61| .66 |Div'ds Decl'd persh © 92
ducer. Went public, under the present title, | 382 426 | 3.7 | 293 | 417 | 300 | 276 | 285 | 346| 355| 3250| 340 |CaplSpendingpersh 345
in 1991, at which time 4,770,000 shares| 472( 53| 699! &21| 776{ 64| 602| 607! 553( 424{ 445( 430 (BookValue persh ¢ 575
were issued at $2.535, after adjusting for | 676.34 | 666.22 | 668.47 | 788.25 | 765,91 | 744.05 | 719.67 | 703.85 | 606.81 | 659.18 | G600 | 655.00 | Common Shs Quistg & | 6400
stock splits. The lead underwriter was| 18| 1537 100 | 203f 96 tz] 135] 22 -~ | Bokd figyres ara |Avg Ann'I PIE Ratio 135
Donaldson, Lufkin & Jenrette Sec. Corp. 146 92| &7 - | 127 &1 s M| 137 -~ | Velelline Relative PIE Ratio 85
CAPITAL STRUCTURE as of 12/31116 - -- -- -- -- T% | 1.3% | 1.8% | 34% | 49% estiniates Avg Ann'| Divd Yield 4.6%
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(Total nt. coverage: .5x) 9420 | 1001.0 1 1049.0 | 1178.0 | 1252.0 | 13940 | 12640 | 12450 | 1144.0 | 1176.0 | 1225|1260 | Depreciation (§mil) 1350
(87% of Cap") | 596.2 | 6660 | 7220 | d85.0 | 447.0 | 6364 | 9343 | 760.0 | 306.0 d11300 | 725| 820 |Nel Profit ($mil) 960
8% | 281% | 255% | 294% | 23.0% | 32.0% | 28.1% | 512% | 127% | NMF | 32.0% | 32.0% |Income vax Rate 345%
Leases, Uncapitalized Annual rentals $31.3 mid. 4% ) 4\% ) 54% ! MME ] 28% | 52% ) 59% | 45% | 20| NMFL 49% | 54% |NetProfit Margin 4.8%
Pensfon Assets-12/16 34221 mﬂ'db“ $s21g i, | 2240 | 21440 [ 21660 | 13810 | 7620 | 1460 [ 860 | 6200 | dB40 | 1300 | a0 [ 500 [Working Cap' (Smiff 810
Pt Stock None g ™1 16629 | 16863 | 17943 | 18693 | 20116 | 13519 | 18869 | 18725 | 18278 } 19160 | 19400 | 19000 |Long-Term Debt{$mil | 18000
3164.0 | 3669.0 | 675.0 | 6473.0 | 58460 [ 4569.0 | 4330.0 [4272.0 | 3687.0 | 27940 | 2046 | 3245 |Shr. Equity ($mil 3685
Common Stock 659,182,351 shs. 75% | 58% | 6.2% | 26% | 45% | 6.7% | 72% | 65% | 47% | NMF| 11.0% | 11.5% [Retumon TotlGapi | 13.0%
as of 12/11/16 18.8% | 18.2% | 154% | NMF | 75% | 205% | 216% [ 18.0% | 83% | NMF{ 245% | 25.5% [Retum onShr. Equity | 26.0%
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economies. Lat. Amer. ops., 48% of 2016 revenues; North Amer.,
21%; MCAC, 18%; EMEA, 8%; Asia, 5%. Employs about 21,850, T.
Rowe Price owns 16.0% of shs.; BlackRock, 9.9%; Vanguard,
9.2%; Boston Partners, 6.3%; State St,, 5.1% (3/16 proxy). Pres. &
CEQ: Andres Gluskl, Inc.: DE, Addr..: 4300 Wilson Blvd. Arington,

VA 22203. Telephone: 703-522-1315. Web: www.aes.com,

which are under long-term PPAs, averag-
ing 21 years in length. The transaction is
expected to close by the third quarter.
After completion, AES ownership of re-
newable energy projects will grow to 9,552

mw, from 8,278 mw today.

We look for the company to self off
more overseas assets. This is for two
reasons. First, many of them are under-
performing, particularly in South America.
Second, the Trump administration is en-
couraging energy companies to do business
%reater deregulation, and

lower corporate taxes.
Proceeds from the sale of overseas assets,
along with cash flow generated from PPAs,
will likely be used to pay down debt, con-
tinue paying out the dividend, and buy

in the U.S. with
the possibility o

back shares, albeit at a slower rate,

These shares are now top-ranked (I).
Greater operating efficiencies due to a con-
solidation of business in the domestic mar-
kets, combined with slightly higher electri-
city rates, ought to result in increasing
earnings and cash flow. We are sticking
with our 3- to 5-year Target Price Range of

$16-%25.

March 24,
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{0) Dividends usually paid in Feb., May, Aug.,

Company’s Financial Strength
and Nov. Special div. of $0.04/sh. paid in the | Stock’s Price Stability

Cash Assals 2531 2041 2381 [ BUSINESS: AES Corp. has four LOB: contract generation, compe-
?xﬁg:ii‘:)arirﬂe(ls:IFO) 2;83 zgg zégg filive supply, farge utiliies, and growth distribugt‘ion. Contr. gener.
Other 1884 1677 1234 | consisls of multiple gener. facilities engaging in long-term contracts.
Gurtrant Assets 7876 €866 4171 | The competitive supply unit consists of gener. facil, that sell electri-
Accls Payable 2278 1TH 1656 { ¢ty in the spot market. The udl. line is comprised of regulated elec-
BfﬁérDue %égg %gﬁg ;g(i}g tric comp. The growth distrb. unit ingl. utilities located in emerging
Current Liab. 5997 6950 5272 AEgrt Colfp- l%?r;%ted adhu§e fol:l'!lh-
———1 quarter loss. is was due to asset im-
?fr:huaggﬁlfpeﬁ'\s;fs 133?_:_ SP‘?;‘ Es:odizg_:?z-ziﬁ pairment expenses (in Brazil and Peru)
Revenues 45% 05% 45% | and losses on disposal of businesses. In
“Cash Flow” 30%  45% 40% | particular, AES wrote off its merchant
Eamings 25%  T0%  f0% | power-generating assets at its DPL subsid-
Book Value 11.0% -30%  -5% | lary in El)hio. The losses were significantly
- UARTERLY REVENUES 16 oull amplified by lower margins at Strategic
ol i Sep.3l]{‘Dec}.31 Year | Business Units, due to lower electricity
2014 462 4311 MAT 4z [ | Prices- Foreign currency headwinds result-
2045 13934 3858 3721 3400 o3 | N8 from the increasing strength of the
3016 3271 3229 3542 3544  fseg | U-S. dollar didn’t help matters. All told,
o047 3880 3550 3710 3580 (4720 AES posted a deficit of $949 million ($1.44
2018 (3900 3706 3900 3800 45300 ahshare). The full-year loss tallied $1.71 a
I- EARNINGS PER SHARE A Full | Sare.
oucr |Mar31 Jund0 Sep3d Dect| year| AES continues to seek long-term
el 28 4 29 | ig5| Power purchase agreements {PPAs) to
3015 W 40 %6 di2 ‘24 | Teplace those that are expiring. These
W6 | 18 472 28 d144 | d171| are the company’s lifeblood. They ensure a
M7 1 3 15 35 .30 | 14p] multi-year stream of cash flow which is es-
2018 % 20 4 30| 125 sgnu;?l tc:_l servicing the high debt load, dcilv-
_ QUARTERLY DIVIDENDS PAID © wena outlays, an capital Spending needs.
eﬁ:‘ar Mar31 Jun30 Sep.30 Dec.3! \E:;‘r In February, AES agreed to acquire FTP
3T 08 08 005 7 Power LLC‘ (Fom.monly known as sPower)
204 | .05 05 05 10 25 for $853 million in cash and the assump-
ms |- 9 0 2 41| tion of 8724 million in non-recourse debt.
2016 | .11 R H 93 g5t The sPower portfolio includes 1,274 mega-
2017 [ A2 watts (mw) of solar and wind projects, Jeremy J. Butler
{A) Diluted eamings. Excludes nonrecurring | reposrt due late April.
?ajnf(loss‘?: 07, 82 ¢), ‘08, 99¢; 09, 1¢; 12, f In millons, o
32.45); 13, (68¢). Eamings may not sum due | (C) Includes intangibles. In 2016: $1.41 billion, | fourth quarter of 2012,
{o change in shares cutstanding. Next eamings | $2.14 per share.
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