BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

IN THE MATTER OF THE APPLICATION )
OF THE DAYTON POWER AND LIGHT )
COMPANY FOR AUTHORITY TO ISSUE ) CASE NO. 18-1795-EL-AIS
AND SELL AN AMOUNT NOT TO )
EXCEED $450 MILLION OF FIRST )
MORTGAGE BONDS, DEBENTURES, )
NOTES, OR OTHER EVIDENCES OF )
INDEBTEDNESS OR UNSECURED )

NOTES.

APPLICATION

The Applicant, The Dayton Power and Light Company (the "Company"),
respectfully represents and states:

1. The Company is a corporation organized and existing under the laws of the
State of Ohio, with its office and principal place of business in the City of Dayton, Ohio.
As a public utility, as defined by the Revised Code of Ohio (the "Code™), the Company is
subject to the jurisdiction of the Public Utilities Commission of Ohio (the “Commission”)
under Sections 4905.02 and 4905.03 of the Code. The Company has filed the Application
in this matter under the provisions of Sections 4905.40 and 4905.41 of the Code.

2. The Company proposes, with the necessary consent and authority of this
Commission, to issue and sell, from time-to-time over a period ending December 31, 2019,
up to $450 million principal amount of First Mortgage Bonds, debentures, notes and/or

other evidences of indebtedness, in one or more series, for terms not to exceed 40 years



(the "New Bonds"). The proceeds from the sale of the New Bonds will be used to refinance
a $437.5 million term loan secured by a pledge of outstanding First Mortgage Bonds,
financed in the Term Loan B market in 2016 (“Term Loan B Facility”), either by repayment
or call, and to pay for the costs associated with such refinancings. The debt to be refinanced
is included as Exhibit A.

3. This proposed transaction will benefit customers in several respects. The
Company’s current Term Loan B Facility was acquired in the Term Loan B high-yield
market as a result of DP&L having non-investment grade credit metrics at the time of that
financing. DP&L recently received credit upgrades from all three credit agencies, allowing
the Company to issue the New Bonds in an investment grade market that will offer better
long-term pricing and terms. The proposed transaction will replace the $437.5 million of
the existing Term Loan B Facility that is due and payable in August 2022, with longer
dated debt that is expected to price similar or with small premium to the existing variable
rate for the shorter-term Term Loan B Facility (recently 3.57-4.82 %). The longer-term
New Bonds will have maturities that better match the useful life of the underlying financed
assets and better pricing in light of favorable market interest rates at this time. Not only
will this help to minimize refinancing risk, including the risk of continued rising interest
rates on the variable Term Loan B Facility, but it is more consistent with the Company’s
customary financing program.

4, The terms of each offering of the New Bonds will be negotiated by the
Company with a group of underwriters or placement agents headed by a managing
underwriter or placement agent or co-managing underwriters or placement agents. The

Company requests that the Commission issue its order authorizing the issuance and sale of



the New Bonds as quickly as possible, which could be prior to the time the Company
reaches agreement with respect to the terms and the sale of any of the New Bonds. The
Company, in conjunction with its investment bankers, has developed certain parameters
under which the New Bonds are to be marketed. The parameters are based on current and
historical financial market activity, financial and securities analysis, as well as the
professional judgment of the Company and its investment bankers. They are intended as a
gauge of market expectations that provide a reasonable allowance for potential changes in
financial market conditions between the time of Commission authorization and the actual
sale of the New Bonds. The inclusion of the parameters within the Order will allow the
Company to market and price the New Bonds when it believes it is prudent to do so
provided that the negotiated terms are within the parameters. The authorization of the sale
of the New Bonds within the parameters set forth herein in no way will relieve the
Company of its responsibility to negotiate and obtain the best terms available, and
therefore, it is appropriate and reasonable for this Commission to authorize the Company
to agree to such terms and prices within the following parameters:

5. The Company will agree to (i) an offering price or a direct purchase price,
for each offering of the New Bonds, no higher than 100% and no lower than 96% of the
principal amount of the New Bonds, plus accrued interest, if any; (ii) an interest rate which
will result in a yield to maturity to the purchasers not in excess of 6.25% at the public
offering/direct purchase; and (iii) underwriting or placement discounts and commissions
or agent's/agents’ fees in connection with the initial offering of the New Bonds not in
excess of 1.25% of the principal amount of the New Bonds sold, which will be negotiated

between the Company and the underwriter or underwriters, placement agent or agents or



direct purchaser(s) or agent(s) by means of arm's length bargaining under financial
conditions existing at the time. Any redemption premiums, call provisions and sinking
fund terms with respect to the New Bonds will also be established as a result of such
negotiations.

6. The New Bonds may be issued under and secured by the First Mortgage,
dated as of October 1, 1935, between the Company and The Bank of New York Mellon,
Trustee, as previously amended and supplemented and to be supplemented by one or more
supplemental indentures.

7. As a result of the issuance of the New Bonds and the anticipated repayment
and redemption of certain Term Loan B Facility, the Company's annual long-term interest
charges are expected to change by an amount equal to the annual interest charges on the
New Bonds plus amounts relating to the expenses incurred in connection with their
issuance, and discounts or premiums, if any, less an amount equal to the interest charges
and the unamortized expenses incurred, in connection with the issuance of, and
unamortized discounts or premiums, if any, on the repurchased and redeemed Term Loan
B Facility.

8. The Company will account for the expenses of the issue and sale of, and
discounts or premiums, if any, on the New Bonds as prescribed in the Federal Energy
Regulatory Commission Uniform System of Accounts as currently in effect.

0. The issue and sale of the New Bonds, from time-to-time, and the money to
be procured thereby are reasonably necessary for the Company to refinance bonds.

10. The maximum amount of the New Bonds proposed to be sold is just and

reasonable and the cost thereof is or will be just and reasonable.



11.  The Applicant states that its issuance of bonds is in accordance with the
Company’s electric transition plan as filed in Case No. 99-1687-EL-ATA, electric security
plan as approved by the Commission in Case No. 08-1094-EL-SSO, generation separation
plan as approved by the Commission in Case No. 13-2420-EL-UNC, and electric security
plan as approved by the Commission in Case No. 16-395-EL-SSO, respectively.

12. As promptly as practicable after the terms of each offering of the New
Bonds are determined and the issuance of such New Bonds occurs, the Company will file
a written report with this Commission including, when applicable, the following
information: the name(s) of the underwriter(s), if the New Bonds are sold in a public
offering, or the name(s) of the purchaser(s), and the name(s) of the placement agent(s), if
any, if the New Bonds are sold on a private placement basis; the aggregate principal amount
to be issued and sold, and purchased by, each said underwriter, placement agent or
purchaser; the maturity date; the annual interest rate; the annual interest cost; the initial
offering price or the price to the purchaser in a private placement of the New Bonds; the
underwriting discount and price to underwriters or placement fee, if any; the effective cost
of money to the Company; the redemption terms, if any; the sinking fund terms, if any; and
such other information as the Commission may require.

13. There are attached hereto in support of this Application the following
exhibits:

Exhibit A-  Schedule of DP&L Term Loan B Facility proposed for refinancing.

Exhibit B-  Balance Sheet as of September 30, 2018, and Statement of Results

of Operations for the three months ended September 30, 2018 and

nine months ended September 30, 2018.



* The following additional exhibits, if applicable, will be filed when available:
Exhibit C-  Copy of Registration Statement/Offering Memorandum
Exhibit D -  Form of Underwriting Agreement

Exhibit E-  Form of Supplemental Indenture

WHEREFORE, the Company requests that an Order be issued as follows:

(1) Authorizing the Company, on or before December 31, 2019, to issue and
sell from time-to-time not to exceed $450 million of one or more series of its First
Mortgage Bonds, debentures, notes or other evidences of indebtedness upon the following
terms and conditions: (i) an offering or direct purchase price, for each offering of New
Bonds, no higher than 100% and no lower than 96% of the principal amount, plus accrued
interest, if any; (ii) an interest rate which will result in a yield to maturity to the purchasers
not in excess of 6.25% at the public offering/direct purchase; and (iii) underwriting
discounts and commissions or agent's fees in connection with the initial offering not in
excess of 1.25% of the principal amount of the New Bonds sold, with each such issue and
sale to be made pursuant to the terms and provisions of an underwriting or private
placement purchase agreement.

(2) Authorizing the Company to enter into any requisite underwriting or private
placement purchase agreement.

(3) Authorizing the Company to use the proceeds from the sale of the New
Bonds to refinance the outstanding Term Loan B Facility, either by repayment, tender, or

call, and to pay the costs associated with the issuance of the New Bonds.



(4) Authorizing the Company to account for the expenses incident to the issue
and sale of the New Bonds and discounts or premiums, if any, as prescribed in the Federal
Energy Regulatory Commission Uniform System of Accounts as currently in effect.

Because of current low spreads on the issuance of first mortgage bonds, the
Company requests that an Order containing the authorizations requested, together with
such other and further Orders as may be proper, be issued as soon as possible.
Respectfully Submitted,

/s/ Michael J. Schuler

Michael J. Schuler (0082390)
*Counsel of Record

The Dayton Power and Light Company
1065 Woodman Drive

Dayton, OH 45432

Telephone: (937) 259-7358

Facsimile: (937) 259-7178

Email: michael.schuler@aes.com

Attorney for The Dayton Power and Light
Company

(willing to accept service by e-mail)


mailto:michael.schuler@aes.com

IN WITNESS WHEREOF, The Dayton Power and Light Company, by its Vice President, has

filed this Application to be executed on its behalf this "L day of "\c'urw.,/’«,’/', 2018.

The Dayton Power and Light Company

1 /=

Judi L. S becki"’/ g

STATE of OHIO
COUNTY OF MONTGOMERY SS:

Before me, a Notary Public in and for the state and county aforesaid, personally came
Judi L. Sobecki to me personally known, who first being duly cautioned and sworn according to
law, did depose and say that she is the Vice President of The Dayton Power and Light Company,
an Ohio corporation, and that the facts set forth and allegations contained in the foregoing
Application are, as she believes, true.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed by notarial seal this

H™day of Detenesrls,

Notary Public i

= Joya L Murr, Notary Public
ikt Inand for the State of Ohio
i/ & My Commission Expires May 31, 2019




IN WITNESS WHEREOQF, The Dayton Power and Light Company, by its Treasurer, has filed

this Application to be executed on its behalf this ﬁ day of Decnher, 2018.

The Dayton Power and Light Company

I

By: , L/

Daniel Stadeimann
Treasurer

STATE of VIRGINIA
COUNTY OF ARLINGTON SS:

Before me, a Notary Public in and for the state and county aforesaid, personally came
Daniel Stadelmann to me personally known, who first being duly cautioned and sworn according
to law, did depose and say that he is the Treasurer of The Dayton Power and Light Company, an
Ohio corporation, and that the facts set forth and allegations contained in the foregoing
Application are, as he believes, true.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed by notarial seal this

«
(ZQ‘_'_\ day of A/&UW-\‘I}L‘{ , 2018.

s, ~
‘&\“\\“ W ’ll/,,‘,’ s - . \_B\/\
ST~ D S W Wi . D‘D‘

' h,% Notary Public
& PUBLIC

REG# 7505310

2 s/

% S

D &
0?“\\\\\\“\



EXHIBIT A

DP&L First Mortgage Bonds Series Due 2022 $437,212,500*

Redemption Costs $0

Commissions/Fees/Other Expenses $7,000,000**
TOTAL $444,212,500

*Notes amortize $1,112,500 each quarter until maturity

**Estimates, subject to change as actual expenses are incurred
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THE DAYTON POWER AND LIGHT COMPANY

Condensed Statements of Operations

(Unaudited)

Three months ended

Exhibit B

Nine months ended

September 30, September 30,
$ in millions 2018 2017 2018 2017
Revenues $ 198.7 $ 184 .2 563.5 $ 5425
Cost of revenues:
Net fuel cost 0.1 — 1.7 —
Net purchased power cost 83.0 74.4 235.7 222.0
Total cost of revenues 83.1 744 237.4 222.0
Gross margin 115.6 109.8 326.1 320.5
Operating expenses:
Operation and maintenance 33.8 421 105.9 120.2
Depreciation and amortization 19.1 19.6 56.5 56.3
General taxes 19.0 19.3 54.3 57.8
Loss / (gain) on asset disposal — (0.3) 0.1 (0.3)
Loss on disposal of business (Note 14): — — 12.4 —
Total opberatina exnenses 71.9 80.7 229.2 234.0
Operating income 43.7 29.1 96.9 86.5
Other expense:
Interest expense (5.8) (7.9) (20.5) (23.5)
Charge for early redemption of debt — (1.0) (0.6) (1.1)
Other expense (0.4) (0.2) (1.9) (1.8)
Total other exnense (6.2) 9.1 (23.0) (26.4)
Income from continuing operations before income tax 37.5 20.0 73.9 60.1
Income tax expense / (benefit) from continuing operations 6.3 (0.9) 12.0 10.9
Net income from continuing operations 31.2 20.9 61.9 49.2
Discontinued operations (Note 13):
Income / (loss) from discontinued operations before income tax — 21.2 — (56.3)
Income tax expense / (benefit) from discontinued operations — 12.8 — (10.7)
Net income / (loss) from discontinued opberations — 84 — (45.6)
Net income $ 312 § 29.3 619 § 3.6

See Notes to Condensed Financial Statements.
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THE DAYTON POWER AND LIGHT COMPANY
Condensed Balance Sheets
(Unaudited)

$ in millions September 30, 2018 December 31, 2017

ASSETS

Current assets:
Cash and cash equivalents $ 10.7 $ 5.2
Restricted cash 2.0 0.4
Accounts receivable, net (Note 2) 103.0 70.8
Inventories (Note 2) 7.5 7.3
Taxes applicable to subsequent years 171 711
Requlatory assets, current 34.0 23.9
Other prepayments and current assets 11.7 14.6

Total current assets 186.0 193.3

Property, plant & equipment:

Property, plant & equipment 2,253.8 2,247.2
Less: Accumulated depreciation and amortization (980.3) (987.3)
1.273.5 1.259.9

Construction work in process 29.8 41.5
Total net prooertv. nlant & eauioment 1.303.3 1.301.4

Other non-current assets:

Requlatory assets, non-current 150.6 163.2
Intangible assets, net of amortization 15.4 18.8
Other deferred assets 23.1 12.7
Total other non-current assets 189.1 194.7
Total assets $ 1.6784 $ 1.689.4

LIABILITIES AND SHAREHOLDER'S EQUITY
Current liabilities:

Current portion of long-term debt (Note 7) $ 46 $ 4.6
Short-term debt (Note 7) — 10.0
Accounts payable 44.1 46.6
Accrued taxes 82.5 70.1
Accrued interest 0.7 0.8
Customer security deposits 20.5 21.8
Regulatory liabilities, current 36.1 14.8
Other current liabilities 11.2 12.9

Total current liabilities 199.7 181.6

Non-current liabilities:

Long-term debt (Note 7) 582.1 642.0
Deferred taxes 125.3 131.0
Taxes payable 4.8 75.8
Regulatory liabilities, non-current 239.7 221.2
Pension, retiree and other benefits 83.5 91.1
Asset retirement obligations 4.7 8.0
Other deferred credits 7.6 8.0

Total non-current liabilities 1.047.7 11771

Commitments and contingencies (Note 11)

Common shareholder's equity:

Common stock, at par value of $0.01 per share 0.4 0.4
250,000,000 shares authorized, 41,172,173 shares issued and outstanding
Other paid-in capital 721.8 685.8
Accumulated other comprehensive loss (34.8) (36.2)
Accumulated deficit (256.4) (319.3)
Total common shareholder's eauitv 431.0 330.7
Total liabilities and shareholder's eauitv $ 1.6784 $ 1.689.4

See Notes to Condensed Financial Statements.
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THE DAYTON POWER AND LIGHT COMPANY
Condensed Statements of Cash Flows

(Unaudited)
Nine months ended September 30,

_$ in millions 2018 2017
Cash flows from operatina activities:
Net income $ 619 §$ 3.6
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization 56.5 68.2
Charge for early redemption of debt 0.6 1.1
Deferred income taxes (7.5) 1.6
Fixed-asset impairment — 66.3
Loss on disposal of business 12.4 —
Loss on asset disposal, net — 15.9
Changes in certain assets and liabilities:
Accounts receivable, net (3.3) 20.5
Inventories (0.2) 10.0
Taxes applicable to subsequent years 54.0 60.0
Deferred requlatory costs, net (4.1) (6.5)
Accounts payable (1.1) (58.4)
Accrued taxes (58.7) (83.9)
Accrued interest (0.3) (1.5)
Customer security deposits (1.3) 1.1
Pension, retiree and other benefits (3.1) 3.8
Other 7.4 (3.1)
Net cash provided bv opberatina activities 113.2 987
Cash flows from investina activities:
Capital expenditures (65.0) (82.4)
Insurance proceeds 0.1 12.5
Payments on disposal of business (14.5) —
Proceeds from sale of property 10.6 —
Other investing activities, net (0.2) 0.2
Net cash used in investina activities (69.0) (69.7)
Cash flows from financina activities:
Returns of capital paid to parent (43.8) (19.0)
Capital contributions from parent 80.0 70.0
Borrowings from revolving credit facilities 30.0 30.0
Repayment of borrowings from revolving credit facilities (40.0) (15.0)
Retirement of long-term debt (63.3) (103.3)
Issuance of short-term debt - related party — 30.0
Repayment of short-term debt - related party — (35.0)
Net cash used in financina activities (37.1) (42.3)
Decrease in cash and restricted cash of discontinued operations and held-for-sale
businesses — 27.0
Cash, cash equivalents, and restricted cash:
Net change 71 13.7
Balance at beginning of period 5.6 1.6
Cash, cash equivalents, and restricted cash at end of period $ 127 $ 15.3
Subnblemental cash flow information:
Interest paid, net of amounts capitalized $ 170 $ 22.3
Income taxes paid, net $ 83 § 22.2
Non-cash financing and investing activities:
Accruals for capital expenditures $ 72 § 7.7

See Notes to Condensed Financial Statements.



This foregoing document was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on
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Case No(s). 18-1795-EL-AIS

Summary: Application of The Dayton Power and Light Company electronically filed by Mrs.
Jessica E Kellie on behalf of The Dayton Power and Light Company
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