Default Service Support Rider MW1

Total SSO Allocated Costs: S 28,333,028.03

[2015 SSO Sales (kwh) 3,928,593,462.00 Case 16-0395 Exhibit ERB2.1at1. |
Bypassable DSS Charge(S/kWh): S 0.007212

Bypassable DDS Charge (mils) S 7.212003

Total SSO Residential Sales (kWh) 2,762,042,838

Case 160395 Exhibit ERB 2.1 at 1.

Projected Residential Rider

Collection: S 19,919,861.37

Total Residentail System
Distribution (kWh): 5,101,000,000
Test Year Scehdule C-11.3 Column H at 2

[Projected Residentail Credit: $ 0.003905 |




C-Schedule Allocation

MW2

Schedule

C-2

C-2

C-2

Line

12

13

14

22

Description

Customer Accounts
Expense

Customer Service and
Information Expense

Administrative & General
Expense

Taxes Other Than Income
Taxes

Unadjusted Jurisdictional
Revenue & Expenses

45,587,070.00

23,593,776.00

45,373,699.00

104,708,806.00

$

DP&L Adjustements RESA/IGS Adjustments

(30,173,863.00) S 3,643,913.00
(23,523,402.00) -
1,705,725.00 -
(47,899,726.00) S (54,209,065.00)
Total:

$

Adjusted Jurisdictional
Revenue & Expenses

19,057,120.00

70,374.00

47,079,424.00

2,600,015.00
68,806,933.00

Allocated Total:

wn|n n

26,613,010.87




Revenue Allocation Factor Mw3

Econ Offpeak Rate Env
Total Revenue  Customer Base Universal ~ Excise Tax Energy  Developme Discount Discount Eco Reconciliatio  Meter Stabilizati Investme Base  AltEnergy PIM RPM Other  Competitive ~ Comp Bid

Line No. Description Dollars Charge Distribution __Service Rdr Rdr Storm Charge _Efficiency nt Rdr EER Dev Program n Rdr Charge TCRR-B. TCRR-N __ on Charge ntRider _ Generation Rdr-8 Rdr Fuel Rdr Charges Bid Rate True-up Rdr  Service Stability

1 D17-D25 D17-D25 D28 D33 D30 D38 D39 D38 D39 D29 D19-D20 19 8 G25 G24 G10-G18 G26 G27. G28 Various G19 G30 629
Residential Heating CRES S 95056325 $ 8005611 $ 36993922 $ 3723684 $ 7,517,296 S 5168972 $ 7466912 $1133,790 $ $ - 51147630 $ - S (81) $ 8127054 $ (8 $ - 5 (53700 .  (4) $ 13) $ (361) $ (25200 $ (754) $ 93) $ 15,780,657
3 Residential Heating S50 $235525851 $ 9,581,855 S 39,407,833 $ 3,963,697 $ 8000873 $ 6,184,764 S 7,955311 $1,198113 S -8 - $1223987 $ - $2,680585 $ 8645765 $ 1196 $ 2345 $36,119715 $369382 $1,121,150 $21,749450 $ (7,748) $ 67,174,517 $3327,077 $ 16,825,985
4 Residential Non-Heating CRES $ 43396459 $ 2,369,770 $ 18367,507 $ 1864611 $ 3715541 $ 1515049 $ 3,721,030 $ 741421 $ $ -5 639683 5 - S (12) $ 4058269 $ 65 - 5 Q&NsS (WS s (87) $ (407) $ (250) $ 13) $ 6,406,964
5 Residential Non-Heating 550 $122,109811 $ 3,398,764 $ 23086863 $ 2,348,348 $ 4,686424 $ 2173614 $ 4,687,100 $ 926269 $ -8 - $ 811062 $ - SL175606 $ 5112829 $ 5 ¢ 11 $16108066 $33L,138 $ 810482 $13216640 $ (256) $ 33,809,270 $1234029 $ 8,193,547
6 Commercial CRES $111,003309 $ 3,811,949 $ 31483200 $ 6722800 $11,647176 $ 3609776 $10,495879 $1,026860 $ $ - $ 2243875 $18156 S (13) $15509.666 $ (1) $ - S (4370 5 (4 $ n s (287) $273.848 $ (820) $ 9 s 24,165,670
7 Commercial 550 $ 78499,181 $ 2,651,647 $ 8493781 $ 1461085 $ 2636995 $ 2700407 $ 2315465 $ 263450 $ - $ (102595) $ 467771 $ 1,829 $ 954661 $ 3,862,199 $ 54 $ 106 $12,540017 $144080 $ 546418 $ 8013814 $ 16119 $ 24756608 $1,132,408 $ 5,642,862
8 Industrial CRES $ 77,689,895 $ 445479 $ 14,089,949 $ 4873141 $ 8631411 $ 162607 $ 9394655 $ 448,970 $(290475) $ -5 2662500 $3860 $ (98) $14,103,787 $ $ - 5 (8320% (560§ (129) $ (1,932) $(82692) (335) $ (30 $ 23,251,714
9 Industrial S50 $ 8337788 $ 97499 S 810939 $ 166613 S 300925 $ 60054 $ 253512 $ 23727 S -8 - 0§ 53839 $ 393 § 109724 $ 429,034 $ -8 - $ 1378324 $18916 $ 62710 $ 973474 $(20,113) $ 2878161 $ 105778 $ 634,277
10 State & Local Government CRES $ 26886299 $ 655172 $ 7,631,009 $ 1655277 $ 2809972 $ 503175 $ 2535724 $ 237,248 $ $ - S 578746 $5768 S 0 $4135443 $ - $ - S (59%) $ [ -8 3% (2044 $ H [ 6,150,796
11 State & Local Government S50 $ 3276040 $ 87,491 S 299246 $ 56981 S 89935 $ 92859 $ 97,025 $ 10011 $ -8 - S 24264 $ 365 S 36102 $ 166704 S 18 S 35 $ 528732 $ 9,073 $ 22892 $ 369461 S 296 $ 1,097,497 $ 44545 S 242,509
12 Federal Government CRES $ 1050024 $ 23858 S 167621 $ 80433 $ - $ 16543 $ 131602 $ 5099 $ $ - S 37200 5 - S - $ 230037 § $ R -8 -8 -8 -8 -8 - s -8 357,623
13 Federal Government S50 $ 26763026 $ 13216 $ 56,743 $ 266452 S -8 9,169 $ 928970 $ 2228 S - $(4062,689) $ 304377 $ - S 652010 $ 1629856 S -8 - $ 4883397 $90,137 $ 188303 $ 5105609 $ - $ 13342957 $ 720683 $ 2,631,610
14 Public Street & Highway Lighting ~ CRES $ 785277 $ 144541 $ 153158 $ 29610 $ 55771 $ 175534 S 46900 $ 5363 $ H -5 95188 - S - 0§ 65561 $ 58 -8 -8 -8 -8 -8 -8 -8 -8 99,315
15 Public Street & Highway Lighting S50 $ 488915 $ 37,988 S 71532 $ 8620 $ 16696 $ 54554 S 16583 S 2270 $ -8 -8 2839 § - S 5191 § 14329 $ 8 § 15 $ 50085 $ 944 $ 2323 § 47417 $ (783) § 129231 S 5547 § 23,526
16 Street Railway 50 S 441,030 S 1235 $ 29420 § 948 $ 14225 $ 125 $ 9872 § 555 § E) - 5 2811 $ - S 4810 § 27307 § - $ S 90649 $ 1202 S 4732 S 52693 $ - $ 150574 $ 5451 $ 35,881
17 Total $831,309,229 $31,326075 $181,142,726 $27230,838 $50,123,240 $22,427,202 $50,056,540 $6,025375 $(290,475) §(4,165284) $10,206,111 $30,370 55,618,484 $66117,840 S 1272 S 2512 $71,678200 $964,808 $2,758,839 $49525894 $173,700 §143336662 56,575,363 $ 110,442,935

Source: DP&L-AIR 0009090
IGS 1st Set INT-1 Attachment 1

$ 280,458,250

Revenue Allocation Factor: 38.68%




B-Schedule Allocation

Mw4

Schedule B-2.1 at 6 lines 7-14 14.29%
Allocation Percen Allocated Total Yearly Depreciation Total Depreciated Total Remaining Value
7 SWO08 Allocation S 1,367,024.40 56.60% S 773,735.81 S 110,566.85 773,967.93 $ -
6 SWO09 Allocation S 11,029,979.41 50.32% S 5,550,285.64 $ 793,135.82 4,758,814.91 S 791,470.73
5 SW10 Allocation S 504,412.76 74.21% S 374,324.71 S 53,491.00 267,455.00 $ 106,869.70
4 SW11 Allocation S 6,863,748.23 66.28% S 4,549,292.33 S 650,093.87 2,600,375.49 $ 1,948,916.83
3 SW12 Allocation S 6,437,685.52 68.95% S 4,438,784.17 S 634,302.26 1,902,906.77 $ 2,535,877.39
2 SW13 Allocationm ~ $ 4,690,023.92 47.22% $ 2,214,629.30 S 316,470.53 632,941.05 $ 1,581,688.24
1 SW14 Allocation S 26,917.94 65.25% S 17,563.96 S 2,509.89 2,509.89 S 15,054.07
0 SW15 Allocation S - 61.14% S - S - -
Sum of Annual Depreciz $ 2,560,570.21
Allocated SSO Deprecial $ 990,372.34
Net Plant in Service: S 6,979,876.97
ROE 10.50% 50/50 total Return Allocated Total Grossed per GRCF
Effective Tax Rate 37.44%|Equity S 3,489,93849 S 366,443.54 S 141,732.32 S 219,543.36
Debt 50.00% |Debt S 3,489,938.49 S 184,617.75 S 71,406.09
equity 50.00%
Annual Depreciation 14.29% Plant Amount: S 290,949.45
Cost of long term debt 5.29% Depreciation S 990,372.34
WACC 7.86%
Allocation % 38.68% |Total Sw Plant Cha $ 1,281,321.78 |
GRCF (schedule A-2) 1.549
Assumed 50/50 debt equity structure
Schedule B-3.2
Line Acct. No. Plant Investment Reserve Balance Total Equity Annual Depreciation
2 3902 S&l Common Other S 17,301,900 $ 11,433,285 S 5,868,615 $ 501,755
50/50 total Return Allocated Total Grossed per GRCF
Equity S 2,934,307.50 $ 308,102.29 $ 119,167.20 S 184,589.99
Debt S 2,934,307.50 $ 155,224.87 S 60,037.57
S&l Total S 244,627.56
Depreciation Total Schedule B Allocation
Allocation S 194,067.82 of SSO Costs:

|Tota| SW Plant Cha $

438,695.38 |

$ 1,720,017.16

Assumed 50/50 debt equity structure




Detailed Intangible Plant - DP&L-AIR 0025019
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OQAC 4901:7

AppendixA Chapterll {B) Supplementamling Reqmremenfs

1 1 Appendix A, Chapter I, (B}{1){a)-(f 5-1 Most recent 5 year capital expenditures budget.
Appendix A, Chapter I, {B}2){a)-(c) y . . .
- for th I tions.
1 1 Appendix A, Chapter Il, (B)(3){a)-(d) 52 Most recent 5 year financial forecast and support for the underlying assumptions
1 1 Appendix A Chapter II, (B)(7) 5-3 A propased notice for newspaper publication,
1 1 Appendix A, Chapter II, (B)(8) S-4.1 An executive summary of applicant utility's corporate process.
1 23 Appendix A, Chapter If, (B)(9) $4.2 An executive summary of applicant Utlll.i‘.v s.management policies, practices, and
organization.
" -OACA901:7 - S

Appendix A. Chaptar II, (C) Supplemental. Infofma

Providéd:

1 3 Appendix A, Chapter I, (C)(1) Supplemental The most recent Federal Energy Regulatory Commission's ("FERC"} audit report.
1 3 Appendix &, Chapter I, (C)2) Supplementat Prospectuses of current stack and/or bond offering of the applicant, and/or of parent
company.
. Annual reports to shareholders of the applicant, and/or parent company for the most
1 a8 Appendix A, Chapter I, (C)3) Supplementai recent five years and the most recent statistical supplement.
1 912 JAppendix A, Chapter Hi, (C)(4) Supplemental The most recent SEC Form 1@-K, 10-0, and 8-K of the applicant, and/or parent
company.
1 13 [Appendix A, Chapter N, (C)(3) Supplemental Working papers supporting the schedules.
1 14 Appendix A, Chapter 1l, (C){6) Supplemental Worksheet showing monthly test year data by FERC account.
1 14 Appendix A, Chapter I, (C){7) Supplemental CWIP included in the prior case.
1 14 [Appendix A, Chapter 11, (C){&) Supplemental Copy of latest certificate of valuation from department of taxaticn.
1 14 appendix A, Chapter Il, (C){9} Supplemental Monthly sales for the test year by rate schedule classification and/or customer
classes,
1 14 ppendix A, Chapter II, (C)10) Supplemental Written summary explaining the forecasting method used by the utility as related to
test year data.
1 14 Appendix A, Chapter I, {C)(11) Supplemental Explanation of computation of materials and supplies.
1 14 Appendix A, Chapter I, {C)[12) Supplemental Depreciation expense related to specific plant accounts.
1 14 Appendix A, Chapter II, (CH13) Supplemental federal income tax information.
1 14 Appendix A, Chapter II, (CH14) Supplemental Other rate base items and detailed infermation.
1 14 Appendix A, Chapter II, (CH15) Supplemental Copy of all advertisements in the test year.
1 14 Appendix A, Chapter II, (CH16) Supplemental | Plant in service data from the last date certain to the date certain in the current case.
1 14 Appendix A, Chapter II, (CH17) Supplemental Depreciation study showing depreciation reserves allocated to accounts.
i 14 Appendix A, Chapter I, {C)(18) Supplemental Depreciation study.
D iati ta f the last dat rtain to th te certain in th t
1 14 Appendix A, Chapter 1, (C)(19) Supplemental epreciation reserve data from the [as! ci:sz certain to the date certain in the curren
1 14 Appendix A, Chapter Il, {C)(20) Supplemental Construction project details for projects that are at least seventy-five percent
complete.
1 14 Appendix A, Chapter Il, {C}(21) Supplemental Surviving dollars by vintage year Qf Qla!cement {original cost data as of date certain
for each individual plant account).
1 14 Appendix A, Chapter II, {€)(22) Suppiemental Test year and two most recent calendar years” employee levels by month,
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2 1 /Appendix A, Chapter li, Section B(C)(2) B-3.1 Adjustments to the Reserve for Accumulated Depreciation
2 1 Appendix A, Chapter H, Section B{C)(3) B-3.2 Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
2 1 Appendix A, Chapter 1), Section B{C)(4) B-3.3 Depreciation Reserve Accruals, Retirements and Transfers
2 1 Appendix A, Chapter 11, Section B{C)(5) B-3.4 Depreciation Reserve and Expense for Lease Property
2 1 lAppendix A, Chapter I, Section B{D(1) B-4 Construction Work in Progress ("CWIP")
2 1 Appendix A, Chapter !, Section B{D}(2) B-4.1 CWIP Percent Completed - Time
2 1 Appendix A, Chapter I, Section B{D}](3) B-4.2 CWIP Percent Completed - Dollars
2 1 Appendix A, Chapter II, Section B(E){1) B-5 Allowance for Working Capital
2 1 lAppendix A, Chapter II, Section B(E}(2) B-5.1 Miscellaneous Working Capital Items
2 1 Appendix A, Chapter |l, Section B(F){1) B-6 Other Rate Base Items Summary
2 1 Appendix A, Chapter |1, Section B(F}(2) B-6.1 Adjustments to Other Rate Base Items
2 1 Appendix A, Chapter |l, Section B{F}(3) B-6.2 Contributions in Aid of Construction ("CIAC") by Accounts and Subaccounts
2 1 Appendix A, Chapter 1, Section B(G){1} B-7 Jurisdictional Allocation Factors
2 1 lAppendix A, Chapter li, Section B(G)(2) 8-7.1 lurisdictionad Allocation Statistics
2 1 lAppendix A, Chapter Hl, Section B(G)(3) B-7.2 Explanation of Changes in Allocation Procedures
2 1 Appendix A, Chapter IF, Section B(I) B-9 Mirrcred CWIP Allowances
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2 1 Appendix A, Chapter U, Section C{D){7} Cc9.1 Total Company Payroll Analysis by Employee Classification/Payroll Distribution
2 1 Appendix A, Chapter N, Section C{E)(1) c-10.1 Comparative Balance Sheets for the Most Recent Five Calendar Years
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Section A
Revenue Requirements

The Dayton Power & Light Company
Case No.: 15-1830-EL-AlIR
Test Ysar: Twelve Months Ending May 31, 2018
Date Certaim: September 30, 2015
A-1 Overall Financial Summary

A-2 Computation of Gross Revenue Conversion Factor
A-3 Calculation of Mirrored CWIP Revenue Sur-Credit Rider



The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Overall Financial Summary
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule A-1
Page 1 of 1
Witness Responsible: Nathan C. Parke

Jurisdictional

Line Proposed Schedule
No. Description Test Year Reference
) (B) ©) )
1 Rate Base as of Date Certain 683,779,476 B-1, Line 27
g Current Operating income 11,305,453 C-1, Column C, Line 17
g Earned Rate of Return 1.65% Line 3/Line1
? Requested Rate of Return 7.86%  D-1a, Column |, Line 7
g Required Operating Income 53,745,067 Line 1 *Line?
13 Operating Income Deficiency 42,439,614 Line 9 - Line 3
12 Gross Revenue Conversion Factor 1.54977 A-2, Line 29
E Revenue Deficiency 65,771,725 Line 11 * Line 13
1? Revenue Increase Requested (No Mirrored 65,750,232 E-4, Pg 1, Line 54 - Pg 2, Line 62
18 CWIP Revenue Offset)
;g Adjusted Operating Revenues 217,400,884 C-1, Line 1, Column C
g; Revenue Requirements 283,172,609 Line 15 + Line 20




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Computation of Gross Revenue Conversion Factor
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule A-2
Page 1 of 1
Witness Responsible: Stephen A. Allamanno

Line % of Incremental Schedule
No. Description Gross Revenues Reference
(A) (B) (C) (D)

MR NN 2 O o o = b
BN A0 0RO RN 2@ DR WM -

N DN NN DR
Wo ~;muh

Operating Revenues
Less: Commercial Activities Tax (CAT)
Percentage of Income After CAT

Less: Kentucky Income Tax (KIT)
KIT Apportionment Factor

KIT Marginal Tax Rate (KY Corp Income and License Tax}

Effective KIT Rate
Effective KIT Rate

Percentage of Income After KIT
Less: Ohio Municipal Income Tax Return
Municipal Income Tax Due
Federal Taxable Income
Effective Ohio Municipal Tax Rate
Effective Ohio Municipal Tax Rate as a Percent of Line 16
Percentage of Income Before Federal Income Tax
Less; Federal Income Tax (FIT)
FIT Marginal Rate
Effective Marginal Rate

Net Operating Income Percentage

Gross Revenue Conversion Factor

100.0000%

0.2600% Statutory Rate
99.7400% Line1 - Line 3
0.0425% Keniucky Corporate Income Tax Return-Form 720
6.0000% Kentucky Corporate Income Tax Return-Form 720
0.0026% Line8* Line @
0.0026% Line 5 * Line 10
99.7374% Line 5 - Line 11
$390,875 Chio Municipal Income Tax Return, Sch 4
$83,432,860 Ohio Municipal Income Tax Return, Sch 1
0.4685% Line 16 / Line 17
0.4673% Line 13 * Line 18
99.2701% Line 13 - Line 19
35.0000% Federal Tax Return
34.7445% Line 21 * Line 24
64.5256% Line 21 - Line 25
1.54977 Line 1/ Line 27




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Calculation of Mirrored CWIP Revenue Sur-Credit Rider
For the Twelve Months Ended May 31, 2016

Data; 4 Months Actual & 8 Months Estimated Schedule A-3
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Nathan C. Parke

Jurisdictional
Line Proposed Schedule
No. Description Test Year Reference

(A) (B) (C) (D)

DP&L did not have CWIP in its Revenue Requirement in the prior (1991) rate case, therefore
there is no mirrored CWIP adjustment.



B-1

B-2

B-2.1
B-2.2
B-2.3
B-2.4
B-2.5

B-3.1
B-3.2
B-3.3
B-3.4
B-4

B-4.1
B-4.2

B-5.1
B-6
B-6.1
B-6.2
B-7
B-7.1
B-7.2
B-9

Section B
Rate Base

The Dayton Power & Light Company
Case No.: 15-1830-EL-AIR
Test Year: Twelve Months Ending May 31, 2016

Date Certain: September 30, 2015

Jurisdictional Rate Base Summary

Plant In Service Summary By Major Property Groupings

Plant In Service By Accounis and Subaccounts

Adjustments to Plant In Service

Gross Additions, Retirements and Transfers

Lease Property

Property Excluded From Rate Base - For Reasons Other Than Rate Area Allocation
Reserve For Accumulated Depreciation

Adjustments to the Reserve for Accumulated Depreciation
Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
Depreciation Reserve Accruals, Retirements, and Transfers
Depreciation Reserve and Expense for Lease Property
Construction Work in Progress

Construction Work in Progress - Percent Complete ( Time )
Construction Work in Progress - Percent Complete ( Dollars )
Allowance for Working Capital

Miscellaneous Working Capital ltems

Other Rate Base Items Summary

Adjustments to Other Rate Base Items

Contributions in Aid of Construction by Accounts and Subaccounts
Jurisdictional Allocation Factors

Jurisdictional Allocation Statistics

Explanation of Changes in Allocation Procedures

Mirrored CWIP Allowances



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Jurisdictional Rate Base Summary
As of September 30, 2015

Data: Actual Schedule B-1
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Don Rennix
Line Proposed Schedule
No. Description Amount Reference
(A) (B) (C) (D)
1 Plantin Service
2 Production $ - B-2, Line 1, Col. H
3 Transmission $ - B-2, Line 3, Col. H
4 Distribution $ 1,541,351,600 B-2, Line 5, Col. H
5 General $ 33,554,075 B-2, Line 7, Col. H
6 Other: Intangible $ 37,730,493 B-2, Line 9, Col. H
7 Total Plant In Service 3 1,612,636,168 Sum Lines 2 thru 6
8
9  Reserve for Accumulated Depreciation
10 Production $ - B-3, pg 1, Line 9, Col. J
11 Transmission $ - B-3, pg 1, Line 15, Col. J
12 Distribution $ 733,158,899 B-3, pg 4, Line 27, Col. J
13 General $ 18,660,611 B-3, pg 5, Line 20, Col. J
14 Other: Intangible $ 24,080,116 B-3, pg 6, Line 18, Col. J
15 Total Reserve for Accumulated Depreciation 3 775,879,626 Sum Lines 10 thru 14
16
17 Net Plant In Service $ 836,756,542 Line 7 less Line 15
18
19  Construction Work In Progress 75% Complete $ - None Reguested
20
21 Working Capital Allowance $ 5,735,724 B-5, pg 2, Line 20, Col. H
22
23 Customers' Advances for Construction $ (466,036) B-6, Line 1, Col. |
24
25 Other Rate Base Items $ (158,246,754} B-6, Line 27, Col. |
26
27 Jurisdictional Rate Base $ 683,779,476 Sum Lines 17 thru 25




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service Summary by Major Property Groupings
As of September 30, 2015

Data: Actual Schedule B-2
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Don Rennix
Line  Major Property Total Allocation Allocation Allocated Adjusted Schedule
No. Groupings Company % Code Total Adjustments Jurisdictional Reference
(A) (B) (C) D E) (F)=(C)" (D) (G) (H) = (F) +(G) i
1 Production $ 3,077.844,190 0.00% NONDIST 3 - $ - $ - B-2.1,pg 1, Line 8
2
3 Transmission $ 440,133,607 0.00% NONDIST $ - $ - $ - B-2.1,pg1,Line 13
4
5 Distribution $ 1.642,323,883 93.85% DIRECT $ 1,541,351,600 $ - $ 1,541,351,600 B-2.1, pg 4, Line 25
6
7  General $ 34,168,842 98.20% DIRECT $ 33,654,075 §$ - $ 33,554,075 B-2.1, pg 5, Line 18
8
9  Intangible $ 71,852,172 52.51% DIRECT § 37,730,493 % - $ 37,730,493 B-2.1, pg 6, Line 18
10
11  Total $ 5,266,322,694 $ 1,612,636,168 § - $ 1,612,636,168




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015
Non-Jurisdictional Electric Plant

Data: Actual ) Schedule B-2.1
Type of Filing: Original Page 1 of6
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2c, WPB-2d, WFPB-2e Witness Responsible: Don Rennix
Line Acct. Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total A-:ijustments1 Jurisdictional
(A) B {C) (D} (E (F) (G)=(D)*(E) (H) 1 =(G)+ (H)
1 Various Production - Steam (Unitized) $ 3,080,657,744 0.00% NONDIST § - $ - $ -
2 Various Production - Steam (Completed Construction) $ 18,079,092 0.00% NONDIST § - 5 - % -
3 Various Production - Steam (Reconciling Adjustments) $ 17,386 0.00% NONDIST 3§ - $ - $ -
4 Various Production - Steam (Cost Modifications) $ (119,830,136) 0.00% NONDIST $ - $ - $ -
5 Various Production - Other (Unitized) $ 97,638,430 0.00% NONDIST § - $ - $ -
6 Various Production - Cther (Completed Construction) $ 2,967,417 0.00% NONDIST § - $ - $ -
7 Various Production - Other (Cost Modifications) $ {1,685,743) 0.00% NONDIST $ - $ - $ -
8 Total Production Plant $ 3,077,844,190 $ - $ - $ -
9
10  Various Transmission (Unitized) $ 430,635514 0.00% NONDIST § - $ - $ -
11 Various Transmission (Completed Construction) $ 8,333,069 0.00% NONDIST § - $ . $ .
12 Various Transmission (Reconciling Adjustments) $ 1,165,024 0.00% NONDIST § - 3 - $ -
13 Total Transmission Plant $ 440,133,607 $ - % - $ -

' Col. (H} from Schedule B-2.2 Col. (G).



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015
Distribution Plant

Data: Actual Schedule B-2.1
Type of Filing: Original Page 2 of 6
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2¢, WPB-2d, WPB-2e Witness Responsible: Don Rennix
Line Acct. Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total Adjus’tments1 Jurisdictional
{A) (B) (C) (D) (E) (F) {G)=(D}* (E) (H) (1) =(G) + (H)
1 3601 Substation Land - NONE $ 1,879,925 100.00% ALLDIST § 1,870,925 § - 3 1,879,925
2 3602 Other Land - NONE % 2,382 100.00% ALLDIST $§ 2,382 % - $ 2,382
3 3603 Land Rights - NONE % 23,493,716 100.00% ALLDIST $ 23,493,716 $ - $ 23,493,716
4 3604 Distribution Land-OT - DSB $ 117,769 100.00% ALLDIST $ 117,769 % - $ 117,769
5 3604 Distribution Land-OT - EATON 3 18,635 100.00% ALLDIST 18635 § - $ 18,635
4] 3604 Distribution Land-OT - GREENVILLE $ 349,912 100.00% ALLDIST § 349912 % - $ 349,912
7 3604  Distribution Land-OT - HUBER $ - 100.00% ALLDIST § - $ - $ -
8 3604 Distribution Land-OT - MARYSVILLE $ 114,162 100.00% ALLDIST $% 114,162 $ - $ 114,162
9 3604 Distribution Land-OT - MIAMISBURG $ 286,563 100.00% ALLDIST § 286,563 $ - $ 286,563
10 3604 Distribution Land-OT - NORTH DAYTON $ 339,580 100.00% ALLDIST $% 339,580 % - $ 339,580
11 3604  Distribution Land-OT - OTHER $ 46,594 100.00% ALLDIST §$ 46,594 % - $ 46,594
12 3604  Distribution Land-OT - SIDNEY $ 4,005 100.00% ALLDIST § 4005 % - $ 4,005
13 3604 Distribution Land-OT - WASH CH $ 93,971 100.00% ALLDIST § 93,971 & - $ 93,971
i4 3604  Distribution Land-OT - XENIA $ 12,890 100.00% ALLDIST § 12,890 §% - $ 12,890
15 3610 S&l-NONE $ 9,424,899 100.00% ALLDIST § 9,424,899 § - $ 9,424,899
16 3610 S&lI-WPAFB31 $ 108,613 0.00% NONDIST § - $ - $ -
17 3614 S&I-OTHER - COLDWATER $ 23,522 100.00% ALLDIST § 23522 § - $ 23,522
18 3614 S&I-OTHER - DSB $ 23,249,580 100.00% ALLDIST § 23,249,580 § - $ 23,249,580
19 3614 S&I-OTHER - EATON $ 1,284,906 100.00% ALLDIST § 1,284,906 $ - $ 1,284,906
20 3614 S&I-OTHER - GREENVILLE $ 1,713,466 100.00% ALLDIST § 1,713,466 % - $ 1,713,466
21 3614 S&IOTHER - HUBER $ - 100.00% ALLDIST § - $ - 3 -
22 3614 S&I-OTHER - MARYSVILLE $ 1,142,794 100.00% ALLDIST § 1,142,794 § - $ 1,142,794
23 3614 S&I-OTHER - MIAMISBURG $ 1,642,811 100.00% ALLDIST § 1,642,811 & - $ 1,642,811
24 3614 S&I-OTHER - NONE $ - 100.00% ALLDIST § - $ - 3 -

' Col. (H) from Schedule B-2.2 Col. (G).



Data:

Actual

Type of Filing: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2c, WPB-2d, WPB-2e

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015
Distribution Plant

Schedule B-2.1
Page 3 of 6

Witness Responsible: Don Rennix

Line Acct. Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total Adjustments’ Jurisdictional
(A) (8) (€) () (E} (F) (G)=(D)* (E) {H) {Iy=(G)+ (H)
1 3614 S&I-OTHER - NORTH DAYTON $ 4,364,877 100.00% ALLDIST § 4,364,877 § - $ 4,364,877
2 3614 S&I-OTHER - OTHER $ 112,577 100.00% ALLDIST § 112,577 $ - $ 112,577
3 3614 S&I-OTHER - SIDNEY $ 2,110,285 100.00% ALLDIST § 2,110,285 $ - $ 2,110,285
4 3614 S&I-OTHER - TRANS $ 804,846 96.39% DMAINT § 775,791 % - $ 775,791
5 3614 S&I-OTHER - URBANA $ - 100.00% ALLDIST § - $ - $ -
6 3614 S&I-OTHER - WASH CH $ 1,346,663 100.00% ALLDIST & 1,346,663 $ - $ 1,346,663
7 3614 S&I-OTHER - XENIA $ 2,232,616 100.00% ALLDIST § 2,232616 % - $ 2,232,616
8 3620  Station Equip - NONE $ 135835303 100.00% ALLDIST § 135835303 $ - $ 135,835,303
9 3620 Station Equip - WPAFB $ 630,864 0.00% NONDIST § - $ - $ -
10 3620  Station Equip - WPAFB31 $ 16,946,452 0.00% NONDIST § - $ - $ -
11 3621  Station Equip-Genera - COMPUTERS $ 29,545,325 43.70% DLABOR § 12,911,307 § - 3 12,911,307
12 3621  Station Equip-Genera - COMPUTERS10 $ 4,221,346 43.70% DLABOR § 1,844,728 § - 3 1,844,728
13 3621  Station Equip-Genera - COMPUTERS11 $ 3,957,088 43.70% DLABOR § 1,729,247 % - $ 1,729,247
14 3621 Station Equip-Genera - COMPUTERS12 $ 2,925,057 43.70% DLABOR § 1,278,250 $ - $ 1,278,250
15 3621  Station Equip-Genera - COMPUTERS13 $ 4,801,463 43.70% DLABOR § 2,098,239 $ - $ 2,008,239
16 3621 Station Equip-Genera - COMPUTERS14 $ 2,024,329 43.70% DLABOR $ 884,632 § - $ 884,632
17 3621  Station Equip-Genera - COMPUTERS15 $ 363,856 43.70% DLABCR § 188,005 § - $ 159,005
18 3621  Station Equip-Genera - OTHER $ 17,897,647 100.00% ALLDIST § 17,897,647 $ - $ 17,897,647
19 3622  Station Equip-Genera - OTHER 3 35,234,648 96.39% DMAINT § 339628677 % - $ 33,962,677
20 3622  Station Equip-Genera - VEH15 $ 157,191 96.39% DMAINT § 151,516 $ - $ 151,516
21 3626  Station Equip - EDS - NONE $ 625,742 43.70% DLABCR $ 273,449 $ - $ 273,449
22 3627  Station Equip-Genera - FIBER CABLE $ 541,432 43.70% DLABCR § 236,606 $ - 3 236,606
23 3627  Station Equip-Genera - MULTIPLEX $ 1,750,695 43.70% DLABCR § 765,054 § - $ 765,054
24 3627  Station Equip-Genera - OTHER $ 42,701,605 43.70% DLABCR § 18,660,601 $ - $ 18,660,601

! Gol. {H) from Schedule B-2.2 Col. (G).
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Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2c, WPB-2d, WFB-2e

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015
Distribution Plant

Schedule B-2.1
Page 4 of 6
Witness Responsible: Don Rennix

Line Acct. Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total Adjustments:1 Jurisdictional
(A} (B) €) (D) (E) (F) {G)=(D)* (E} (H) (I)=(G) +(H)

1 3640 Poles, Towers & Fixt - NONE $ 260,613,653 100.00% ALLDIST $ 260,613,653 $ - $ 260,613,653

2 3640 Poles, Towers & Fixt - WPAFB $ 31,903 0.00% NONDIST § - $ - $ -

3 3640 Poles, Towers & Fixt - WPAFB31 $ 569,365 0.00% NONDIST § - $ - $ -

4 3650 Ovhd Conductor & Dev - NONE $ 158,430,461 100.00% ALLDIST $ 158,430,461 $ - $ 158,430,461

5 3650 Ovhd Conductor & Dev - WPAFB $ 132,171 0.00% NONDIST § - $ - 3 -

6 3650 Ovhd Conductor & Dev - WPAFB31 $ 494,974 0.00% NONDIST § - 3 - $ -

7 3660  Underground Conduit - NONE $ 10,652,766 100.00% ALLDIST § 10,652,766 $ - $ 10,652,766

8 3660 Underground Conduit - WPAFB $ 87,103 0.00% NONDIST $§ - $ - $ -

9 3660  Underground Conduit - WPAFB31 $ 5,536,919 0.00% NONDIST § - % - $ -
10 3670 Underground Conducto - NONE $ 203,324,254 100.00% ALLDIST $ 203,324,254 § - $ 203,324,254
11 3670 Underground Conducto - WPAFB % 1,632,136 0.00% NONDIST § - $ - $ -
12 3670 Underground Conducto - WPAFB31 $ 4,556,673 0.00% NONDIST § - % - $ -
13 3680 Line Transformers - NONE $ 271,712,937 100.00% ALLDIST $ 271,712,937 § - § 271,712,937
14 3680 Line Transformers - WPAFB $ 687,950 0.00% NONDIST § - $ - 3 -
15 3680 Line Transformers - WPAFB31 $ 6,772,217 0.00% NONDIST $ - $ - $ -
16 3691 Ovhd Electric Servic - NONE $ 48,245 168 100.00% ALLDIST $% 48,245,168 $ - 3 48,245,168
17 3692 Underground Electric - NONE $ 158,964,844 100.00% ALLDIST $ 158,964,844 § - $ 158,964,844
18 3700 Meters - NONE $ 46,780,659 100.00% ALLDIST $ 46,780,659 § - % 46,780,659
19 3711 Cust Install - Priv - NONE $ 15,594,843 100.00% ALLDIST § 15,594,843 § - $ 15,594,843
20 3712  Cust Install - Other - NONE $ 227,694 100.00% ALLDIST § 227694 % - $ 227,694
21 3720 Leased Prop on Cust - NONE $ 47,450 100.00% ALLDIST § 47,450 § - $ 47,450
22 106  Completed Construction $ 64,218,227 96.48% DIRECT §% 61,957,745 § - $ 61,957,745
23 106  Completed Construction - WPAFB 3 6,600,940 0.00% NONDIST $ - 3 - $ -
24 Various Distribution (Reconciling Adjustments) $ (74,026) 100.00% ALLDIST $ (74,026) $ - $ (74,028)
25 Total Distribution Plant $ 1,642,323,883 $ 1,541,351600 § - $ 1,541,351,600

' Col. (H) from Schedule B-2.2 Col. (G).




Data:

Actual

Type of Filing: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2Zc, WPB-2d, WPB-2e

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015
General Plant

Schedule B-2.1
Page 5 of 6

Witness Responsible: Don Rennix

Line Acct. Total Allocation Allocation Allocated Adjusted

No. No. Description Company % Code Total Adjustments1 Jurisdictional
(A) (B) (C} (D) (E) (F) (G)=(D)* (E) {H) Hh=(G)+H)
1 3892 Land & Rights - Comm - OTHER $ 1,608,881 100.00% ALLDIST § 1,608,881 § - $ 1,608,881
2 3902 S&l - Common - OTHER $ 17,301,900 100.00% ALLDIST § 17,301,900 $ - $ 17,301,900
3 3915  Office Furn & Equip - EAST BEND $ - 0.00% NONDIST $ - $ - $ -
4 3915  Office Furn & Equip - MIAMI FORT $ - 0.00% MNONDIST $ - $ - % -
5 3915  Office Furn & Equip - ZIMMER 3 - 0.00% MNONDIST $ - $ - $ -
6 3925 Transportation Equip - ZIMMER $ - 0.00% NONDIST §$ - $ - ¥ -
7 3930 Stores Equip - Commo - OTHER $ 357,953 96.39% DMAINT § 345031 § - $ 345,031
8 3935 Stores Equip - COF - EAST BEND $ - 0.00% NONDIST $ - 3 - $ -
9 3935 Stores Equip - COF - MIAMI FORT $ 78,569 0.00% NONDIST § - $ - $ -
10 3940 Tools, Shop & Garage - OTHER $ 7,668,510 96.39% DMAINT § 7,391,677 % - $ 7,391,677
11 3950 Lab Equip - Common - OTHER $ 4,597,512 96.39% DMAINT $ 4,431,542 % - $ 4,431,542
12 3960 Power Operated Equip - OTHER $ 2229175 96.39% DMAINT $ 2,148,702 % - $ 2,148,702
13 3960 Power Operated Equip - PWR OPER EQUIP $ - 96.39% DMAINT § - 3 - $ -
14 3975 Communication Equip - EAST BEND L - 0.00% NONDIST § - $ - $ -
15 3975 Communication Equip - ZIMMER $ - 0.00% NONDIST § - $ - $ -
16 3980 Misc Equipment - Com - OTHER $ 326,342 100.00% ALLDIST % 326,342 % - $ 326,342
17 106  Completed Construction $ - 98.43% DIRECT $ - $ - $ -
18 Total General Plant 3 34,168,842 $ 33,564,075 % - 3 33,554,075

! Col. {H) from Schedule B-2.2 Col. (G).




Data:

Actual

Type of Filing: Original
Work Paper Reference No{s).: WPB-2a, WPB-2b, WPB-2¢c, WPB-2d, WPB-2¢e

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Plant In Service by Accounts and Subaccounts
As of September 30, 2015

Intangible Plant

Schedule B-2.1
Page 6 of 6

Witness Responsible: Don Rennix

Line Acct. Total Allocation Allocation Allocated Adjusted

No. No. Description Company % Code Total Adjustments’ Jurisdictional
Y )] (C} (D) (E (F) G)=(®)* (E) (H) (1) =(G)+ (H)
1 3030 Intangible Plant - BECKJORD $ - 0.00% NONDIST $§ - $ - $ -
2 3030 Intangible Plant - CONESVILLE $ 855 0.00% NONDIST § - $ - $ -
3 3030 Intangible Plant - EAST BEND $ - 0.00% NONDIST $ - $ - $ -
4 3030 Intangible Plant - MIAMI FORT $ 859,527 0.00% NONDIST $§ - $ - $ -
5 3030 Intangible Plant - NONE - GEN 3 5,103,045 0.00% NONDIST $ - $ - 3 -
6 3030 Intangible Plant - NONE $ 14,933,869 56.08% DIRECT § 8,375428 § - $ 8,375,428
7 3030 Intangible Plant - SW08 % 1,569,694 56.60% DIRECT $§ 888,403 § - 3 888,403
8 3030 Intangible Plant - SW09 $ 12,048,690 50.32% DIRECT § 6,062,801 % - $ 6,062,801
9 3030 Intangible Plant - SW10 $ 1,098,346 74.21% DIRECT § 813,551 § - 5 813,551
10 3030 Intangible Plant - SW11 $ 11,661,411 66.28% DIRECT § 7,729,703 § - $ 7,729,703
11 3030 Intangible Piant - SW12 $ 11,464,771 68.95% DIRECT § 7,905,487 § - $ 7,505,487
12 3030 Intangible Plant - SW13 $ 8,771,684 47.22% DIRECT  § 4,142,385 $ - $ 4,142,385
13 3030 Intangible Plant - SwW14 $ 1,002,618 65.25% DIRECT & 654,182 % - $ 654,182
14 3030 Intangible Plant - SW15 3 53,356 61.14% DIRECT & 32,621 % - $ 32,621
15 3030 Intangible Plant - ZIMMER $ 976,128 0.00% NONDIST § - $ - $ -
16 106  Completed Construction $ 1,925,657 58.47% DIRECT § 1,125,932 § - $ 1,125,932
17 106  Completed Construction - Non Regulated $ 384,521 0.00% NONDIST _§ - $ - $ -
18 Total Intangible Plant 3 71,852,172 $ 37730493 3 - $ 37,730,493

' Col. (H} from Schedule B-2.2 Col. (G).




Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjustments to Plant In Service
As of September 30, 2015

Schedule B-2.2
Page 1 of 1
Withess Responsible: Don Rennix

Line  Acct, Company Allocation Allocation Adjusted
No. No. Description Adjustment % Code Jurisdictional
(A) (B) (C) (D) (E) (F) (G)=(D)" (E)

No adjustments to be made.



Data: Actual

Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company

Case No. 15-1830-EL-AlIR

Gross Additions, Retirements, and Transfers
From April 1, 1991 To September 30, 2015
Distribution Plant

Schedule B-2.3
Page 1 of 3
Witness Responsible: Don Rennix

Transfer/Reclassifications
Other
Line Acct, Beginning Explanation Accts. Ending
No. No. Description Balance Additions Retirernents Amount of Transfers' Involved Balance
(A) B} (C} (D) (E) (F} (G) (H) 1 B=O)+(E)-(F) +(G)
1 360  Land and Land Rights $ 9,723,000 $§ 15,904,166 % 750,243 $ 1,883,182 $ 26,760,105
2 361  Structures and Improvements $ 6,800,000 $ 24040,014 $§ 12605464 $ 31,318,906 $ 49,562,456
3 362  Station Equipment $ 67982000 $§ 216,311,442 § 49,118,398 $ 654,084,998 $ 300,160,042
4 363  Storage Battery Equipment $ - 5 - % -3 - $ -
5 364  Poles, Towers and Fixtures $ 81982000 $§ 181,311,893 § 4226707 3% 2,147,734 $ 261,214,920
5] 365  Qverhead Conductors and Devices $ 47,658,000 $ 85,313,449 § 12,694,337 $ 38,780,494 $ 159,057,606
7 366  Underground Conduit $ 4,356,000 $ 16,410,985 % 20,308 §  (4,480,889) $ 16,276,788
8 367  Underground Conductors and Devices $ 54,841,000 $ 163,673,332 § 12,208,224 % 3,206,955 $ 209,513,063
9 368  Line Transformers $ 113,171,000 $ 230,145622 $ 20,171,740 $ (43,971,778) $ 279,173,104
10 369  Services $ 46,817,000 $ 160475744 § (399,386) $ {282,116) $ 207,210,014
il 370  Meters § 27,416,000 $ 43,438,175 § 23,809,054 $ (174,461} $ 46,780,660
12 371 Installations on Customers' Premisas $ 8,408,000 % 9,057,754 % 1,630,769 % (12,448) $ 15,822,537
13 372  Leased Property on Customers' Premises $ 56,866 $ 1% - % {9,415) $ 47,450
14 373 Street Light and Signal Systems $ -8 - § - 3 - $ -
15 374 Asset Retirement Costs for Distr Plant $ - 8 - % - § - % -
16 106  Distribution Plant Mot Classified $ - 5 70,819,167 $ - % - $ 70,819,167
17 Total Distribution Plant $ 469,019,866 $ 1,216,901,742 § 136,934,858 $§ 93411162 $ 1,642,397,912

! Transfers through 2014 are as reported within FERC Form 1; additional transfers occurring in 2015 are based on a review of the Company’s property accounting records.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Gross Additions, Retirements, and Transfers
From April 1, 1991 To September 30, 2015
General Plant

Data: Actual Schedule B-2.3
Type of Filing: Original Page2 of 3
Work Paper Reference No{s).: None Witness Responsible: Don Rennix
Transfer/Reclassifications
Gther
Line Acct. Beginning Explanation Accts. Ending
No. No. Description Balance Additions Retirements Ampunt of Transfers' Involved Balance
(A) (B) () (D} (E) () ) H) i (J) = (D} + (E}- (F}+ (G)
1 389 Land and Land Rights $ 4,840,000 $ 1,655,345 $% (2,189) § (4,888,653) $ 1,608,881
2 390  Structures and Improvements § 54368000 $ 5661918 $ 16,191,218 § (26,536,800) $ 17,301,900
3 391  Office Furniture and Equipment $ 13,383,000 $ 24372482 % 3,369,790 § (34,385692) $ -
4 392 Transportation Equipment $ 4,166,000 $ 19,445475 % 5,888,407 § (17,722,978) $ -
5 393  Stores Equipment $ 447280 $ 757551 % 686,986 $ (81,323) $ 436,622
6 394  Tools, Shop and Garage Equipment $ 2,546,000 $ 6,492,257 $ 2,403,552 & 1,033,805 $ 7,668,510
7 395 Laboratory Equipment $ 1,158,295 $ 4,430,060 $ 1,544,736 $ 553,893 $ 4,597,512
8 396  Power Operated Equipment $ 1,559,000 $ 1,624,928 § 1024716 $ 69,963 $ 2,229,175
9 397 Communication Equipment $ 9,525,000 % 7814146 § 2,145,306 $ (15,193,840} $ -
10 398  Miscellaneous Equipment 3 1,150,000 % 1,943,716 § 5,117,056 § 2,349,682 % 326,342
11 399  Other Tangible Property % - $ -3 - % - $ -
12 399.1 Asset Retirement Cosls for General Plant $ - 8 - % - 8 - $ -
13 106  General Plant Not Classified 3 - 3 - % -3 - 3 -
14 Total General Plant P 93,142,575 $ 74197878 $ 38,369,668 $ (84,801,943) $ 34,168,842

! Transfers thraugh 2014 are as reported within FERC Form 1; additional transfers occurring in 2015 are based on a review of the Company's property accounting records,



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Gross Additions, Retirements, and Transfers
From April 1, 1991 To September 30, 2015
Intangible Plant

Data: Actual Schedule B-2.3
Type of Filing: Qriginal Page 3 of 3
Work Paper Reference No(s).: None Witness Responsible: Don Rennix

Transfer/Reclassifications

Other
Line Acct. Beginning Explanation Accts. Ending
No. No. Description Balance Additions Retirements Amount of Transfers’ Involved Balance
(A) (B) (C) (D) (E} A {G) (H) n ()= (D) + (E) - (F} + (G)

1 301  Organization 3 - 3 -8 - % - $ -
2 302  Franchises and Consents $ - $ - $ - $ - $ -
3 303  Miscellanecus Intangible Plant $ - $ 113,194,078 § 24,051,911 § (19,600,172} $ 69,541,995
4 106  Intangible Plant Mot Classified 3 - $ 2,310178 % - $ - $ 2,310,178
5 Total Intangible Plant $ - $ 115504256 $ 24,051,911 § (19,600,172) $ 71,852,173

! Transfers through 2014 are as reported within FERC Form 1; additional transfers occurring in 2015 are based on a review of the Company's property accounting records.



Data: Actual
Type of Filing; Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Lease Property
As of September 30, 2015

Schedule B-2.4
Page 1 of 1
Witness Responsible: Don Rennix

Dollar Explain Included
Frequency Amount of Value of Method In
Line Description of Type of Lease Property of Rate Base
No and Use of Property Payment Payment Involved Capitalization (Yes/No)

A B

©) (E)

The Company holds no property under capital lease.

(F)

(G} (H)



Data:

Actual

The Dayteh Power and Light Company
Case No. 15-1830-EL-AIR

Property Excluded from Rate Base - For Reasons Other than Rate Area Allocation
As of September 30, 2015

Type of Filing: Original
Work Paper Reference No(s).: None

Schedule B-2.5
Page 1 of 1
Witness Responsible: Don Rennix

Net Test Year Revenue & Expense’ Reasons
Line  Acct. In Service Criginal Accumulated Book Value Acct. For
No. No. Description Date Cost Depreciation Cost Amount No. Description Exclusion
(A) (B) (&) (D) (E) (F) (G) = (E)-(F) (H) (h 4 (K)
1 3610 S&l-WPAFB31 Various  § 108,613 % 108,613 $ - Special Contract
2 3620 Station Equip - WPAFB Various $ 630,864 $ 67,660 $ 563,204 Special Contract
3 3620  Station Equip - WPAFB31 Various $ 16046452 % 7242647 $ 9,703,805 Special Contract
4 3640 Poles, Towers & Fixt - WPAFB Various $ 31903 § 3,150 $ 28,753 Special Contract
5 3840 Poles, Towers & Fixt - WPAFB31 Various $ 569,365 $ 220758 % 339,608 Special Contract
6 3650 Ovhd Conductor & Dev - WPAFB Various $ 132,171 $ 12,058 % 120,113 Special Contract
7 3650 Ovhd Conductor & Dev - WPAFB31 Various $ 494,974 $ 331,288 % 163,686 Special Contract
8 3660 Underground Conduit - WPAFB Various $ 87,103 $% 4,466 % 82,637 Special Contract
9 3660 Underground Conduit - WPAFB31 Various $ 5,536,919 § 5,061,809 $ 475,110 Special Contract
10 3670 Underground Conducto - WPAFB Various § 1,632,136 $ 163,042 § 1,468,194 Special Contract
11 3670  Underground Conducio - WPAFB31 Various $ 4556673 % 4383156 % 173,517 Special Contract
12 3680 Line Transformers - WPAFB Various $ 687,950 § 62,335 § 625,615 Special Contract
13 3680 Line Transformers - WPAFB31 Various 3 6,772,217 % 3,120,227 $ 3,651,990 Special Contract
i4 106  Completed Construction - WPAFB Various $ 68,600,940 $ 356,712 & 6,244,228 Special Contract
15 Total $ 44788280 $ 21,147,822 § 23640458

! See Schedule C-3.18




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Reserve for Accumulated Depreciation
As of September 30, 2015
Non-Jurisdictional Electric Plant

Data: Actual Schedule B-3
Type of Filing: Original Page 1 of 6
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2c, WPB-2d, WPB-2e, WPB-3 Witness Responsible: Don Rennix
Total
Company Reserve for Accumulated Depreciation at Date Certain
Line  Acct Plant Total Allocation  Allocation Allocated Adjusted
No. No. Description Investment Company % Code Total Adjustments' Jurisdictional
A ® ©) (D) € G G) (H) = (E)*(P) 0) )=+
1 Various Production - Steam (Unitized) $ 3,080,657,744 $ 1,676,966,062 0.00% NONDIST $ - $ - $ -
2  Various Production - Steam (Completed Construction) $ 18,079,092 % 1,949,597 0.00% NONDIST $% - $ - $ -
3  Various Production - Steam (Reconciling Adjustment) $ 17,386 % 191,520 0.00% NONDIST $% - $ - $ -
4 Various Production - Steam (Cost Modifications) $ (119,830,136) $  (50,779,688) 0.00% NONDIST $% - $ - $ -
5  Various Production - Other (Unitized) $ 97,638,430 $ 74,118,554 0.00% NONDIST $ - % - % -
6  Various Production - Other (Completed Construction) $ 2967417 § 40,273 0.00% NONDIST $% - $ - $ -
7 Various Production - Other (Cost Modifications) $ (1,685,743) § {414,395) 0.00% NONDIST $ - $ - $ -
8 108  Production - Retirement Work in Progress $ - $ (7,447 676) 0.00% NONDIST § - $ - $ -
9 Total Production Plant $  3.077,844,190 $ 1,694,624,247 $ - ) - $ -
10
11 Various Transmission (Unitized) $ 430,635,514 $ 235545805 0.00% NONDIST § - $ - $ -
12 Various Transmission (Completed Construction) $ 8,333,069 % 339,156 0.00% NONDIST $ - $ - $ -
13  Various Transmission {Reconciling Adjustments) $ 1,165,024 § 1,967,263 0.00% NONDIST § - $ - $ -
14 108  Transmission - Retirement Work in Progress $ - $ (2,637,911) 0.00% NONDIST § - $ - 3 -
15 Total Transmission Plant $ 440,133,607 § 235,214,413 $ - $ - $ -

' Col. {1} from Schedule B-3.1 Col. (G).



Data: Actual

Type of Filing: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2¢, WPB-2d, WPB-2e, WPB-3

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Reserve for Accurnulated Depreciation
As of September 30, 2015
Distribution Plant

Schedule B-3
Page 2 of 6

Witness Responsible: Don Rennix

Total
Company Reserve for Accumulated Depreciation at Date Certain
Line  Acct. Plant Total Allocation  Allocation Allocated Adjusted
No. No. Description Investment Company % Code Total Adjustments’ Jurisdictional
(A) (B) ©) (D) (E) {F) (G) {Hy=(E}* (F) in (Jy=(H)+(I)
1 3601 Substation Land - NONE $ 1,879,925 % - 100.00% ALLDIST § - $ 5 -
2 3602 Other Land - NONE $ 2,382 % - 100.00% ALLDIST $ - % $ -
3 3603 Land Rights - NONE $ 23,493,716 $ 70,315  100.00% ALLDIST § 70,315 $ $ 70,315
4 3604 Distribution Land-OT - DSB 3 117,769 § - 100.00% ALLDIST $ - $ $ -
5 3604 Distribution Land-OT - EATON $ 18,635 $ - 100.00% ALLDIST $ - $ $ -
6 3604 Distribution Land-OT - GREENVILLE 3 349,912 § - 100.00% ALLDIST % - 3 3 -
7 3604 Distribution Land-OT - HUBER $ - % - 100.00% ALLDIST $ - % $ -
8 3604 Distribution Land-OT - MARYSVILLE 3 114,162 § - 100.00% ALLDIST § - $ $ -
9 3604 Distribution Land-OT - MIAMISBURG 3 286,563 $ - 100.00% ALLDIST $ - $ 5 -
10 3604 Distribution Land-OT - NORTH DAYTON $ 339,580 % - 100.00% ALLDIST $ - 3 $ -
11 3604 Distribution Land-OT - OTHER $ 46,594 § - 100.00% ALLDIST $ - $ $ -
12 3604 Distribution Land-QT - SIDNEY $ 4,005 $ - 100.00% ALLDIST $ - $ $ -
13 3604 Distribution Land-OT - WASH CH $ 93971 § - 100.00% ALLDIST $ - $ $ -
14 3604 Distribution Land-OT - XENIA $ 12,880 $ - 100.00% ALLDIST § - $ $ -
15 3610 S&l-NONE $ 9424899 § 4,871,850  100.00% ALLDIST $ 4,871,850 $ $ 4,871,850
16 3610 S&I-WPAFB31 $ 108,613 § 108,613 0.00% NONDIST $ - $ 5 -
17 3614 S&I-OTHER - COLDWATER $ 23,522 & 107  100.00% ALLDIST §% 107 % $ 107
18 3614 S&I-OTHER - DSB $ 23,249,580 % 11,341,461 100.00% ALLDIST $ 11341481 § $ 11,341,461
19 3614 S&I-OTHER - EATON $ 1,284,906 $ 653,135  100.00% ALLDIST $% 653,135 § $ 653,135
20 3614 S&I-OTHER - GREENVILLE 3 1,713,466 $ 589,583 100.00% ALLDIST $ 589583 § $ 589,583
21 3614 S&I-OTHER - HUBER $ - $ - 100.00% ALLDIST § - $ $ -
22 3614 S&I-OTHER - MARYSVILLE $ 1,142,794 § 484,266 100.00% ALLDIST § 484,266 $ $ 484,266
23 3614 S&I-OTHER - MIAMISBURG $ 1,642,811 % 1,110,607  100.00% ALLDIST $ 1,110,607 $ $ 1,110,607
24 3614 S&I-OTHER - NONE $ - $ - 100.00% ALLDIST $ - $ 3 -

' Col. (1) from Schedule B-3.1 Col. (G).



Data:

Actual

Type of Filing: Original
Work Paper Reference No(s).. WPB-2a, WPB-2b, WPB-2c, WPB-2d, WPB-2e, WPB-3

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Reserve for Accumulated Depreciation
As of September 30, 2015
Distribution Plant

Schedule B-3
Page 3 of 6

Witness Responsible: Don Rennix

Total
Company Reserve for Accumulated Depreciation at Date Certain
Line  Acct. Plant Total Allocation  Allocation Allocated Adjusted
No. No. Description Investment Company % Code Total Adjustments’ Jurisdictional
Ay (B) © (D) (E) {F) @) (H)=(E) " (F) ) W)= (Hy+ (1)
1 3614 S&I-OTHER - NORTH DAYTON $ 4,364,877 § (4,617) 100.00% ALLDIST § (4,617) $ $ (4,6817)
2 3614 S&IOTHER - OTHER $ 112,577 $ 112,577 100.00% ALLDIST § 112,577 § $ 112,577
3 3614 S&I-OTHER - SIDNEY $ 2,110,285 % 832,987 100.00% ALLDIST § 832,987 §$ % 832,987
4 3614 S&I-OTHER - TRANS $ 804,846 § 508,913 96.39% DMAINT § 490,541 % 3 490,541
5 3614 S&[-OTHER - URBANA $ - 8 - 100.00% ALLDIST % - $ $ -
6 3614 S&I-OTHER - WASH CH $ 1,346,663 $ 963,773 100.00% ALLDIST § 963,773 § $ 963,773
7 3614 S&I-OTHER - XENIA 5 2232616 § 1,086,767 100.00% ALLDIST $ 1,086,767 $ $ 1,088,767
8 3620 Station Equip - NONE $ 135,835,303 $ 51,235,961 100.00% ALLDIST $ 51235961 § $ 51,235,961
9 3620 Station Equip - WPAFB $ 630,864 $ 67,660 0.00% NONDIST % - ¥ $ -
10 3620  Station Equip - WPAFB31 L3 16,946,452 § 7,242,647 0.00% NONDIST § - $ $ -
11 3621 Station Equip-Genera - COMPUTERS $ 29545325 % 29,545,325 4370% DLABOR § 12911307 $ $ 12,911,307
12 3621 Station Equip-Genera - COMPUTERS10 $ 4221346 3 3,084,319 43.70% DLABOR $ 1,347,847 & $ 1,347,847
13 3621  Station Equip-Genera - COMPUTERS11 $ 3,057,088 $ 1,872,216 43.70% DIABOR $§ 818,158 $ $ 818,158
14 3621 Station Equip-Genera - COMPUTERS12 $ 2,925,057 $ 1,183,758 4370% DLABOR § 517,302 &% $ 517,302
15 3621 Station Equip-Genera - COMPUTERS13 $ 4,801,463 § 1,355,590 43.70% DLABOR § 592,393 § $ 592,393
16 3621  Station Equip-Genera - COMPUTERS14 $ 2,024,329 $ 195,803 43.70% DLABOR $ 85566 $ $ 85,566
17 3621 Station Equip-Genera - COMPUTERS15 $ 363,856 § 22,282 4370% DLABOR 3§ 9,737 § $ 9,737
18 3621  Station Equip-Genera - OTHER $ 17,897,647 § 14,476,225  100.00% ALLDIST § 14,476,225 § $ 14,476,225
19 3622 Station Equip-Genera - OTHER $ 35,234,648 §$ 35,264,648 96.39% DMAINT $ 33,991,594 § $ 33,991,594
20 3622 Station Equip-Genera - VEH15 $ 157,191 § 6,433 96.39% DMAINT 3% 6,201 % $ 6,201
21 3626 Station Equip - EDS - NONE $ 625,742 & 625,742 43.70% DLABOR $§ 273,449 § $ 273,449
22 3627 Station Equip-Genera - FIBER CABLE $ 541,432 § 389,127 43.70% DLABOR $ 170,048 $ $ 170,048
23 3627  Station Equip-Genera - MULTIPLEX $ 1,750,695 § 1,750,695 43.70% DLABOR § 765,054 5 765,054
24 3627 Station Equip-Genera - OTHER $ 42,701,605 $ 12,054,939 43.70% DLABOR $ 5,268,008 $ L 5,268,008

! Col. (1) from Schedule B-3.1 Col. (G).



Data;

Actual

Type of Filing: Original
Work Paper Reference Nofs).: WPB-2a, WPB-2b, WPB-2¢, WPB-2d, WPB-2e, WPB-3

Case No. 15-1830-EL-AIR

The Dayton Power and Light Company

Reserve for Accumulated Depreciation
As of September 30, 2015
Distribution Plant

Scheduie B-3
Page 4 of 6

Witness Responsible: Don Rennix

Total
Company Reserve for Accumulated Depreciation at Date Certain

Line Acct. Plant Total Allocation  Allocation Allocated Adjusted

No. No. Description Investment Company Yo Code Total Adjustments’ Jurisdictional
A) {B) (8] (D) (E) (F) G) (Hy=(E)*(F) N (B ={H)+ ()

1 3640 Poles, Towers & Fixt - NONE 3 260,613,653 $ 153,937,608 100.00% ALLDIST $ 153,937,606 § - $ 153,937,606

2 3640 Poles, Towers & Fixt - WPAFB $ 31903 § 3,150 0.00% NONDIST % - $ - $ -

3 3640 Poles, Towers & Fixt - WPAFB31 $ 569,365 % 229,759 0.00% NONDIST $ - $ - 3 -

4 3650 Ovhd Conductor & Dev - NONE $ 158,430,461 $ 77,836,256 100.00% ALLDIST % 77,836,256 $ - $ 77,836,256

5 3650 Ovhd Conductor & Dev - WPAFB $ 132,171 § 12,058 0.00% NONDIST § - $ - $ -

6 3650 Ovhd Conductor & Dev - WPAFB31 $ 494,974 $ 331,288 0.00% NONDIST §$ - $ - 3 -

7 3660 Underground Conduit - NONE $ 10,652,766 $ 5,551,476 100.00% ALLDIST $ 5,551,476 § - $ 5,551,476

8 3660 Underground Conduit - WPAFB $ 87,103 $ 4,466 0.00% NONDIST $§ - $ - 3 -

] 3660 Underground Conduit - WPAFB31 $ 5,536,919 % 5,061,809 0.00% NONDIST $ - $ - $ -
10 3670 Underground Conducto - NONE $ 203,324,254 % 99,060,724  100.00% ALLDIST § 96,060,724 $ - $ 99,060,724
11 3670 Underground Conducto - WPAFB $ 1,632,136 $ 163,942 0.00% NONDIST $ - % - % -
12 3670 Underground Conducto - WPAFB31 $ 4556673 % 4,383,166 0.00% NONDIST % - $ - $ -
13 3680 Line Transformers - NONE $ 271,712,937 § 96,911,140  100.00% ALLDIST § 96,911,140 § - $ 96,911,140
14 3680 Line Transformers - WPAFB $ 687,950 % 62,335 0.00% NONDIST $ - $ - $ -
15 3680 Line Transformers - WPAFB31 % 6,772,217 § 3,120,227 0.00% NONDIST $ - $ - $ -
16 3691 Owhd Electric Servic - NONE $ 48,245,168 $ 38,002,061 100.00% ALLDIST $ 38,002,061 % - $ 38,002,081
17 3692 Underground Electric - NONE § 158,964,844 $ 85593622 100.00% ALLDIST $ 85593622 $ - $ 85,503,622
18 3700  Meters - NONE $ 46,780,659 $ 13,712,156  100.00% ALLDIST $ 13,712,156 $ - $ 13,712,156
19 3711 Cust Install - Priv - NONE § 15,504,843 § 15,245,663  100.00% ALLDIST § 15245663 $ - $ 15,245,663
20 3712  Cust Install - Other - NONE § 227694 $ 160,968  100.00% ALLDIST $ 160,968 § - $ 160,968
21 3720 Leased Prop on Cust - NONE $ 47450 $ 47,450  100.00% ALLDIST $ 47,450 $ - $ 47,450
22 106  Completed Construction $ 64,218,227 $ 5,057,807 96.48% DIRECT $§ 4879483 % - $ 4,879,483
23 106 Completed Construction - WPAFB $ 6,600,940 $ 356,712 0.00% NONDIST $§ - $ - $ -
24 Various Distribution {Reconciling Adjustments} $ (74,026) $ 208,398 5.58% DIRECT $ 16,663 § - $ 16,663
25 108 RWIP - Cost of Removal $ - 3 (7,379,189) 18.24% DIRECT $ (7,145,589) § - $ (7,145,589)
26 108 RWIP - Salvage $ - $ 4,298,637 12.98% DIRECT § 4277018 § - $ 4,277,018
27 Total Distribution Plant $ 1642323883 $ 785,167,084 $ 733,158,809 § - $ 733,158,899

' Col. (1) from Schedule B-3.1 Col. (G).




Data:

Actual

Type of Fiting: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2¢, WPB-2d, WPB-2e, WPB-3

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Reserve for Accumulated Depreciation
As of September 30, 2015
General Plant

Schedule B-3
Page 5 of 6

Witness Responsible: Don Rennix

Total
Company Reserve for Accumulated Depreciation at Date Certain
Line  Acct. Plant Total Allocation  Allocation Allocated Adjusted
No. No. Description Investment Company % Code Total Adjustments’ Jurisdictional
(&) (B) {C) )] (E) (F) G) (H)=(E)*{F) M W=+
1 3892 Land & Rights - Comm - OTHER $ 1,608,881 §$ - 100.00% ALLDIST § - $ - % -
2 3002 S&l-Common-OTHER $ 17,301,900 $ 11,433,285  100.00% ALLDIST § 11,433,285 $ - 5 11,433,285
3 3915 Office Furn & Equip - EAST BEND $ - 3 - 0.00% NONDIST $§ - $ - $ -
4 3915 Office Furn & Equip - MIAMI FORT $ - 8 - 0.00% NONDIST $ -8 - % -
5 3915 Office Furn & Equip - ZIMMER $ - $ - 0.00% NONDIST $ - $ - $ -
6 3925 Transportation Equip - ZIMMER $ - $ - 0.00% NONDIST $ - $ - $ -
7 3930 Stores Equip - Commo - OTHER $ 357,953 8 285,056 96.39% DMAINT $ 274,765 § - $ 274,765
8 3935 Stores Equip - COF - EAST BEND $ - % - 0.00% NONDIST $ - 8 - % -
9 3935 Stores Equip - COF - MIAMI FORT $ 78,569 § 60,894 0.00% NONDIST $% - $ - $ -
10 3940 Tools, Shop & Garage - OTHER 3 7,668,510 § 4,380,832 96.39% DMAINT § 4,222,684 $ - % 4,222,684
11 3950 Lab Equip - Common - OTHER $ 4597512 § 787,281 96.39% DMAINT § 758,860 $ - $ 758,860
12 3980 Power Operated Equip - OTHER $ 2229175 § 2,229,175 96.39% DMAINT $§ 2,148,702 % - $ 2,148,702
13 3960 Power Operated Equip - PWR OPER EQUIP $ - 3 - 96.39% DMAINT $ - $ - $ -
14 3975 Communication Equip - EAST BEND $ - $ - 0.00% NONDIST § - $ - $ -
15 3975 Communication Equip - ZIMMER $ - $ - 0.00% NONDIST § - $ - $ -
16 3980 Misc Equipment - Com - OTHER $ 326,342 $ (60,394) 100.00% ALLDIST § (60,394) $ - % (60,394)
17 106  Completed Construction $ - $ - 98.43% DIRECT § - $ - $ -
18 108 RWIP - Cost of Removal $ - $ (66,462) 96.39% DMAINT § (64,063) § - $ (64,063)
19 108 RWIP - Salvage $ - $ (55,222) 96.39% DMAINT _§ (53,228) % - $ (53,228)
20 Total General Plant $ 34,168,842 § 18,994,445 $ 18660611 % - [ 18,660,611

' Gol. (1) from Schedule B-3.1 Col. (G).




Dakan

Actuat

Type of Filing: Original
Work Paper Reference No(s).: WPB-2a, WPB-2b, WPB-2¢, WPB-2d, WPB-2e, WPB-3

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Reserve for Accumulated Depreciation
As of September 30, 2015

Intangible Plant

Schedule B-3
Page 6 of 6

Witness Responsibie: Don Rennix

Total
Company Reserve for Accumulated Depreciation at Date Certain
Line  Acct. Plant Total Allocation  Allocation Allocated Adjusted
No. No. Description Investment Company % Code Total Adjustments’ Jurisdictional
A (B © D) (E) () (©) (H)=(E)* (P 0] Wy =)+ ()
1 3030 Intangible Plant - BECKJORD $ - 3 - 0.00% NONDIST $ T - % -
2 3030 Intangible Plant - CONESVILLE $ 855 § 753 0.00% NONDIST $§ - $ - $ -
3 3030 Intangible Plant - EAST BEND $ - $ - 0.00% NONDIST $ - $ - $ -
4 3030 Intangible Plant - MIAMI FORT $ 859,527 $ 738,000 0.00% NONDIST $ - $ - $ -
8 3030 Intangible Plant - NONE - GEN $ 5,103,045 $ 4,050,225 0.00% NONDIST § - $ - $ -
5 3030 Intangible Plant - NONE $ 14,933,869 § 14,933,869 56.08% DIRECT § 8,375,428 % - $ 8,375,428
7 3030 Intangible Plant - SW08 $ 1,669,694 $ 1,555,692 56.60% DIRECT % 880,478 $ - $ 880,478
8 3030 Intangible Plant - SW09 $ 12,048,690 $ 10,462,680 50.32% DIRECT $ 5,264,734 § - $ 5,264,734
9 3030 Intangible Plant - SW10 $ 1,096,346 $ 659,769 74.21% DIRECT § 489,586 $ - $ 489,586
10 3030 intangible Plant - SW11t $ 11,661,411 % 6,512,525 66.28% DIRECT § 4,316,792 § - $ 4,316,792
11 3030 Intangible Plant - SW12 $ 11,464,771 $ 4,934,304 68.95% DIRECT § 3,402,430 § - $ 3,402,430
12 3030 Intangible Plant - SW13 $ 8,771,684 % 2,468,442 47.22% DIRECT $ 1,165,710 $ - $ 1,165,710
13 3030 Intangible Plant - SW14 $ 1002618 $ 138,699 65.25% DIRECT $§ 90,497 $ - $ 90,497
14 3030 Intangible Plant - SW15 $ 53,356 $ 4,342 61.14% DIRECT & 2655 & - $ 2,655
15 3030 Intangible Plant - ZIMMER $ 976,128 % 967,669 0.00% NONDIST § - $ - $ -
16 106 Completed Construction $ 1,925,657 § 122,809 5847% DIRECT § 71,806 $ - $ 71,806
17 106 Completed Construction - Non Regulated $ 384,521 $ 54,879 0.00% NONDIST § - $ - $ -
18 Total Intangible Plant $ 71,852,172 § 47,604,747 § 24060116 $ - $ 24,060,116

' Cal. (1) from Schedule B-3.1 Col. (G).




Adjustments to the Reserve for Accumulated Depreciation

Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

For the Twelve Months Ended May 31, 2016

Schedule B-3.1
Page 1 of 1
Witness Responsible: Don Rennix

Total
Line Acct. Company Allocation Allocation Adjusted
No. No. Description Adjustment % Code Jurisdictional
(A} (B) (C) (D) (E) (F) (G)=(D)* (E)

No adjustments to be made.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
As of September 30, 2015
Distribution Plant

Data: Actual Schedule B-3.2
Type of Filing: Original Page 1 of 5
Work Paper Reference No(s).. WPB-2a Witness Responsible: Don Rennix
Current Depreciation Rates Proposed Depreciation Rates
Adjusted Jurisdictional Current  Calculated Average Proposed Caleulated Average
Line  Acct Plant Reserve Accrual  Depreciation % Net Service Curve Acorual Depreciation % Net Service Curve
No. No. Description Investment Balance Rate* Expense Salvage* Lifer Form* Rate Expense Salvage Life Form
A (B) (©) D) (E) R (GO (F) (H) 0] W0 K L=O* K M (N) {0)
1 3601 Substation Land - NONE $ 1879925 §$ - 0.00% $ - N/A N/A N/A 0.00% $ - NIA N/A N/A
2 3602 Other Land - NONE $ 2382 % - 0.00% $ - NIA N/A NiA 0.00% $ - N/A N/A N/A
3 3603 Land Rights - NONE $ 23493716 §$ 70,315 0.00% % - N/A N/A N/A 0.00% & - N/A N/A N/A
4 3604 Distribution Land-OT - DSB $ 117,769 §$ - 0.00% $ - N/A N/A NiA 0.00% $ - N/A N/A N/A
5 3604 Distribution Land-OT - EATON $ 18,635 % - 0.00% $ - N/A N/A N/A 0.00% $ - N/A N/A NIA
6 3604 Distribution Land-OT - GREENVILLE $ 349,912 - 0.00% $ - N/A NiA N/A 0.00% $ - N/A NiA N/A
7 3604 Distribution Land-OT - HUBER $ - $ - 0.00% $ - N/A NiA NIA 0.00% $ - N/A N7A N/A
8 3604 Distribution Land-OT - MARYSVILLE $ 114,162 § - 0.00% $ - N/A N/A NIA 0.00% $ - N/A NiA NIA
9 3604  Distribution Land-OT - MIAMISBURG $ 286,563 $ - 0.00% $ - NIA N/A NfA 0.00% $ - N/A NiA N/A
10 3604 Distribution Land-QOT - NORTH DAYTON $ 339,580 $ - 0.00% $ - N/A N/A NIA 0.00% $ - N/A NiA NiA
11 3604 Distribution Land-OT - OTHER $ 46594 $ - 0.00% $ - NIA N/A NIA 0.00% $ - NFA N/A NiA
12 3604 Distribution Land-OT - SIDNEY $ 4,005 % - 0.00% $ - N/A N/A N/A 0.00% $ - /A N/A N/A
13 3604 Distribution Land-OT - WASH CH $ 93,871 § - 0.00% $ - N/A N/A N/A 0.00% § - N/A N/A M/A
14 3604 Distribution Land-OT - XENIA $ 12,890 § - 0.00% $ - N/A N/A N/A 0.00% $ - N/A N/A N/A
15 3610  S&I- NONE $ 9,424,899 § 4,871,850 248% § 233,737  -10.00% 444 R3.0 285% § 268,610  -25.00% 438 L15
16 3610 S&l-WPAFB31 $ - § - 000% $ - NIA N/A N/A 0.00% § . N/A N/A N/A
17 3614 3&I-0OTHER - COLDWATER $ 23522 § 107 2.90% $ 682 0.00% 345 R25 441% § 1,037 -25.00% 283 L0.O
18 3614 S&I-OTHER - DSB $ 23,249,580 $ 11,341,461 2.80% $ 674,238 0.00% 345 R25 441% $§ 1025306 -25.00% 283 L0.0
19 3614 S&-OTHER - EATON 5 1,284,906 $ 653,135 2.90% $ 37,262 0.00% 345 R25 441% $ 56,664 -25.00% 283 100
20 3614 S&I-OTHER - GREENVILLE $ 1,713,466 § 580,583 290% $ 49,691 0.00% 345 R25 441% § 75,564  -25.00% 283 L0O
21 3614 S&I-OTHER - HUBER $ - $ - 290% $ - 0.00% 345 R25 441% $ - -25.00% 283 L0
22 3614 S&-OTHER - MARYSVILLE $ 1,142,794 § 484,266 2.90% § 33,141 0.00% 345 R25 441% § 50,397  -25.00% 283 L0O
23 3614 S&-OTHER - MIAMISBURG $ 1,642,811 § 1,110,607 290% § 47,642+ 0.00% 345 R25 4.41% % 72,448 -25.00% 283 L0.O
24 3614 S&I-OTHER - NONE $ - $ - 290% $ - 0.00% 345 R25 4.41% $ - -25.00% 283  L0O

Note 1. Indicated Average Service Lives for all property on this page are on an ELG basis.
Note 2: Indicated Average Service Lives for Account 3614 are on a total account basis, not by individual location,



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
As of September 30, 2015
Distributicn Plant

Data: Actual Schedule B-3.2
Type of Filing: Original Page 20f5
Work Paper Reference No(s),: WPB-2a Witness Responsible: Don Rennix
Current Depreciation Rates Proposed Depreciation Rates
Adjusted Jurisdictional Current  Calculated Average Proposed Calcutated Average
Line  Acct. Plant Resetrve Accrual  Depreciation % Net Service Curve Accrual Depreciation % MNet Service Curve
No. No. Description Investment Balance Rate* Expense Salvage® Life* Form* Rate Expense Salvage Life Form
)] (B) ©) (o (E} ;) (G)=D"F) (H) {1 0 (K) L=EK ™ (N} (O}
1 3614 S&I-OTHER - NORTH DAYTON $ 4364877 % (4,617) 290% $ 126,581 0.00% 345 R25 441% § 192,491 -25.00% 283 LO.O
2 3614 S&-OTHER - OTHER $ 112,577 $ 112,577 290% $ - 0.00% 345 R25 441% § - -25.00% 283 LOO
3 3614 S&-OTHER - SIDNEY $ 2,110,285 § 832,987 290% % 61,198 0.00% 345 R25 4.41% $ 93,084 -25.00% 283  LO.O
4 3614 S&-OTHER - TRANS $ 775791 $ 490,541 290% $ 22,498 0.00% 345 R25 4.41% $ 34,212 -25.00% 28.3 L0.O
5 3614 S&-OTHER - URBANA $ . $ - 290% $ - 0.00% 345 R25 4.41% § - -25.00% 283 L0.O
6 3614 S&I-OTHER - WASH CH $ 1,346,663 $ 963,773 290% $ 39,053 0.00% 345 R25 4.41% $ 59,388 -25.00% 283 L0.O
7 3614 S&I-OTHER - XEMIA $ 2,232,616 § 1,086,767 290% $ 64,746 0.00% 345 R25§ 441% $ 98,458 -25.00% 28.3 LD.O
8 3620 Station Equip - NONE $ 135835303 $ 51235961 2.25% $ 3,066,294 -5.00% 468 R2.0 223% $ 3029127  10.00% 492 R1S§
9 3620 Station Equip - WPAFB $ - $ - 279% § - -10.00% 550 R2.0 2.79% % - -10.00% 550 R2.0
10 3620 Station Equip - WPAFB31 3 - $ - 221% % - -10.00% 550 R2.0 221% % - -10.00% 55.0 R2.0
11 3621 Station Equip-Genera - COMPUTERS $ 12,911,307 § 12,911,307 11.80% § - 0.00% 84 N/A 11.90% % - 0.00% N/A L2.0
12 3621 Station Equip-Genera - COMPUTERS10 $ 1,844,728 § 1,347,847 11.90% $ 219,523 0.00% 84 N/A 12.82% % 236,494 0.00% 78 L20
13 3621 Station Equip-Genera - COMPUTERS11 3 1,729,247 § 818,158 11.90% $ 205,780 0.00% 84 N/A 13.89% $ 240,192 0.00% 7.2 L20
14 3621 Station Equip-Genera - COMPUTERS12 E] 1,278,250 $ 517,302 1190% $ 152,112 0.00% 84 N/A 14.29% § 182,662 0.00% 70  L20
15 3621 Station Equip-Genera - COMPUTERS13 $ 2,098,232 & 592,393 11.90% $ 249,690 0.00% 84 NA 14.93% § 313,267 0.00% 87 L2.0
16 3621 Station Equip-Genera - COMPUTERS14 $ 884,632 § 85,566 11.80% $ 105,271 0.00% 84 NA 15.63% § 138,268 0.00% 64 L2.0
17 3621 Station Equip-Genera - COMPUTERS15 $ 158,005 § 9,737 11.90% $ 18,922 N/A NIA N/A, 15.63% $ 24,852 N/A N/A NiA
i8 3621 Station Equip-Genera - OTHER $ 17,897,647 § 14,476,225 531% § 950,365 5.00% 179 NA 3.67% $ 656,844  10.00% 245 R1.5
19 3622 Station Equip-Genera - OTHER $ 33962677 $ 33,991,594 12.00% $ - N/A N/A N/A 12.00% $ - N/A N/A N/A
20 3622 Station Equip~Genera - VEH15 $ 151,516 § 6,201 12.00% § 18,182 NiA N/A N/A 12.00% $ 18,182 N/A N/A N/A
21 3626 Station Equip - EDS - NONE $ 273,449 $ 273,449 8.93% § - 0.00% 1.2 R3.0 8.93% $ - 0.00% 11.2 R3.0
22 3627 Station Equip-Genera - FIBER CABLE $ 236,606 % 170,048 12.50% § 29,576 N/A N/A N/A 3.85% $ 9,109 N/A 26.0 N/A
23 3627 Station Equip-Genera - MULTIPLEX $ 765,054 % 765,054 468% $ - -2.00% 218 L1585 552% $ - 0.00% NiA 81.5
24 3627 Station Equip-Genera - OTHER $ 18,660,601 $ 5,268,008 468% $ 873,316 -2.00% 218  L15 552% $ 1,030,065 0.00% 8.1 815

Note 1: Indicated Average Service Lives for all property on this page are on an ELG basis except WPAFB assets and Account 3627, Station Equipment-Fiber Cable which appear on ALG basis.
Note 2: Indicated Average Service Lives for Account 3614 are on a total account basis, not by individual location.

Note 3: Depreciation of 2015 computer havdware additions (Line 17) based on rate for 2014 additions.

Note 4: Depreciation of company vehicles {Line 20} based on 100-month service life.

Note 5: Depreciation of fiber optic cable (Line 22) based on eight-year senvice life.

Note 6: Depreciation of all "WPAFB" assets are based on a depreciation study of 10-31-13.
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Data: Actual
Type of Filing: Original
Work Paper Referance No(s).: WPB-Za

The Dayton Power and Light Company

Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts

Case No. 15-1830-EL-AIR

As of September 30, 2015

Distribution Plant

Sch

edule B-3.2
Page 3 of &

Witness Responsible: Don Rennix

Current Depreciation Rates

Proposed Depreciation Rates

Adjusted Jurisdictional Cuwrrent Caleulated Average Proposed Calculated Average
Line  Acct. Plant Reserve Accrual  Depreciation % Net Service Curve Accrual Depreciation % Net Service Curve
No. No. Description Investment Balance Rate* Expense Salvage® Life* Form* Rate Expense Salvage Life Form
(A) (B) © ) (E) F) (G={D)*(F) (H) U] () (K} L=Dm*=K (M (N) (0)
1 3640 Poles, Towers & Fixt - NONE $ 260,613,653 $ 153,937,606 4.02% $ 10,476,669  -40.00% 34.8 R1.0 354% § 9225723  -60.00% 453 R2.0
2 3640 Poles, Towers & Fixt - WPAFB $ - $ - 451% $ - -60.00% 50.0 R2.0 4.51% $ - -60.00% 50.0 R2.0
3 3640 Poles, Towers & Fixt - WPAFB31 $ - $ - 3.76% § - -60.00% 50.0 R2.0 3.76% $ - -60.00% 50.0 R2.0
4 3650 Ovhd Conductor & Dev - NONE $ 158,430,461 $ 77,836,256 2.92% $ 4,626,169 -15.00% 39.4 R1.0 276% § 4372881 -30.00% 47.2 R2.0
5 3650 OQvhd Conductor & Dev - WPAFB $ - $ - 3.65% § - -30.00% 50.0 R2.0 365% $ - ~30.00% 50.0 R2.0
6 3650 CQvhd Conductor & Dev - WPAFB31 3 - $ - 2.65% $ - -30.00% 50.0 R2.0 265% $ - -30.00% 50.0 R2.0
7 3660 Underground Conduit - NONE 3 10,652,766 $ 5,551,476 1.95% $ 207,729 -5.00% 53.8 R3.0 1.51% $ 160,857  -10.00% 72.9 R4.0
8 3660 Underground Conduit - WPAFB $ - $ - 1.60% $ - -5.00% 70.0 R4.0 1.60% $ - -5.00% 70.0 R4.0
9 3660 Underground Conduit - WPAFB31 $ - $ - 1.49% % - -5.00% 70.0 R4.0 1.49% $ - -5.00% 70.0 R4.0
10 3670 Underground Conducto - NONE $ 203,324,254 $ 99,060,724 3.85% $ 7.218,011 -15.00% 32.4 S0.0 2.55% $ 5184768 -15.00% 45.1 51.5
11 3670 Underground Conducto - WPAFB 3 - $ - 271% § - -15.00% 48.0 §2.0 271% $ - -15.00% 48.0 52.0
12 3670 Underground Conducto - WPAFB31 $ - $ - 240% % - -15.00% 48.0 52,0 2.40% & - -15.00% 48.0 52.0
13 3680 Line Transformers - NONE $ 271,712,937 $ 96,911,140 251% % 6,819,995 0.00% 39.9 $1.0 3.22% $ 8,749,157 -40.00% 434 52.0
14 3680 Line Transformers - WPAFB $ - $ - 3.00% % - -25.00% 46.0 §2.0 3.00% $ - -25.00% 46.0 52.0
15 3680 Line Transformers - WPAFB31 $ - $ - 285% $ - -25.00% 46.0 520 2.85% $ - -25.00% 460 520
16 3691 Ovhd Electric Servic - NONE $ 48,245,168 $ 38,002,061 447% § 2,156,559  ~50.00% 33.6 R3.0 408% & 1,968403 -75.00% 43.0 R2.5
17 3692 Underground Electric - NONE $ 158,964,844 § 85,593,622 409% % B501,662 -2500% 30.6 R2.0 342% % 5,436,598 -50.00% 43.9 S4.0
18 3700 Meters - NONE $ 46,780,659 $ 13,712,156 3.26% $ 1,525,049 0.00% 30.7 §1.0 3.50% % 1,637,323 0.00% 286 51.0
19 3711 Cust Install - Priv - NONE $ 15,594,843 § 15,245,663 577% § 899,822  -20.00% 20.8 R0.5 3.61% % 562,974 -20.00% 33.2 R1.0
20 3712 Cust Install - Other - NONE $ 227694 § 160,968 204% % 4,645 0.00% 49.1 R5.0 167% § 3,802 0.00% 59.8 L2.0
21 3720 Leased Prop on Cust- NONE $ 47,450 § 47.450 2.50% % - 0.00% 40.0 5Q 2.50% _§ - 0.00% 40.0 8Q
22 Total Distribution Plant $ 1,479,467,881 § 731,131,324 $ 47,705,810 $ 45,208,087

Note 1: Indicated Average Service Lives for all property on this page are on an ELG basis except WPAFB assets and Account 3720, Leased Property on Customer Premises which appear on ALG basis,
MNote 2: Depreciation of all "WPAFB" assets are based on a depreciaticn study of 10-31-13,



Data: Actual
Type of Filing: Original
Work Paper Reference No{s).: WPB-2a

Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

As of September 30, 2015
General Plant

Schedule B-3.2
Page 4 of 5
Witness Responsible: Don Rennix

Current Depreciation Rates

Proposed Depreciation Rates

Adjusted Jurisdictional Current  Calculated Average Proposed Calculated Average
Line  Acct. Plant Reserve Accrual  Depreciation % Net Service Curve Accrual Depreciation % Net Service Curve
No. No. Description Investment Balance Rate* Expense Salvage? Lifer Form* Rate Expense Salvage Life Form
(A (B) () ) (E) (Fy  (G)=(D}*(F) (H) U] ) (K) LI=O*K M (N) ©)
1 3892 Land & Rights « Comm - OTHER $ 1,608,881 § - 0.00% $ - 0.00% N/A N/A 0.00% $ - NiA N/A N/A
2 3902 $&!- Common - OTHER $ 17,301,900 $ 11,433,285 290% $ 501,755 0.00% 34.5 R25 287% § 496,565 0.00% 348 Li15
3 3915 Office Fumn & Equip - EAST BEND $ - $ - 0.00% % - 5.00% 224 N/A 0.00% 3% - 5.00% 224 MNIA
4 3915 Office Furn & Equip - MIAMI FORT $ - $ - 438% % - 5.00% 21.7  N/A 4.38% $ - 5.00% 21.7 N/A
5 3915 Office Furn & Equip - ZIMMER $ - $ - 7.20% $ - N/A N/A N/A 7.20% $ - N/A NiA N/A
6 3925 Transportation Equip - ZIMMER $ - £ - 870% $ - N/A N/A N/A 8.70% $ - N/A N/A N/A
7 3930 Stores Equip - Commo - OTHER $ 345031 § 274,765 379% $ 13,077 0.00% 26.4  L2.0 3.85% § 13,284 0.00% 26.0 sSQ
8 3935 Stores Equip - COF - EAST BEND $ - $ - 0.00% $ - 0.00% 52.6 FCST 0.00% $ - 0.00% 526 FCST
9 3935 Stores Equip - COF - MIAMI FORT $ - $ - 121% § - 0.00% 49.3 FCS8T 1.21% § - 0.00% 493 FCST
10 3940 Tools, Shop & Garage - OTHER $ 7391677 3 4,222,684 353% $ 260,926 5.00% 26.9 S20 366% $ 270,535 5.00% 26.0 5Q
11 3950 Lab Equip - Common - OTHER $ 4,431,542 8 758,860 3.70% $ 163,967 0.00% 27.0 L0.O 4.00% $ 177,262 0.00% 25.0 5Q
12 3960 Power Operated Equip - OTHER $ 2,148,702 § 2,148,702 0.00% $ - N/A N/A N/A 0.00% $ - N/A NiA N/A
13 3960 Power Operated Equip - PWR OPEREQUIP  § - $ - 633% § - N/A N/A NiA 0.00% $ - N/A N/A N/A
14 3975 Communication Equip - EAST BEND $ - $ - 0.00% $ - N/A N/A N/A 0.00% % - N/A N/A N/A
15 3975 Communication Equip - ZIMMER $ - $ - 5.65% $ - N/A N/A N/A 565% $ - N/A N/A N/A
16 3980 Misc Equipment - Com - OTHER $ 326,342 § {60.394) 4.95%_% 16,154 5.00% 1.2 Lo 65.25% % 20,398 5.00% 16.0 sQ
17 Total General Plant $ 33554075 § 18,777,902 $ 055879 $ 978,042

Note 1: Indicated Average Service Lives for all property on this page are on an ELG basis.
Note 2: Depreciation of assets dedicated to generation activities {Lines 3, 4, 5, 6, 8, 9, 14, and 15) based on depreciation study of 2010,



Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: WPB-2a

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
As of September 30, 2015

Intangible Plant

Schedule B-3.2

Page 5 of &

Witness Responsible: Don Rennix

Current Depreciation Rates

Prcposed Depreciation Rates

Adjusted Jurisdictional Current  Calculated Average Propesed Calculated Average
Line  Acct. Plant Reserve Accrual  Depreciation % Net Service Curve Accrual Depreciation % Met Service Curve
No. No. Description Investment Balance Rate® Expense Salvage1 Life* Form? Rate Expense Salvage Life Form
(A) (B} ) (D} (E) Fy GO~ F (H) (0 ) (K (Ly=(y* () (M) N) (0)
1 3030 Intangible Plant - BECKJORD $ - $ " 14.29% $ - NIA N/A NIA 14.29% $ - N/A N/A NiA
2 3030 Intangible Plant - CONESVILLE $ - $ - 14.29% $ - NIA N/A NIA 14.29% § - N/A N/A NIA
3 3030  Intangible Pfant - EAST BEND $ - $ - 14.29% $ - N/A NIA NIA 14.290% $ - N/A N/A, N/A
4 3030 Intangible Plant - MIAMI FORT $ - $ “ 1429% $ - NA NIA N/A, 14.20% § - N/A N/A N/A
5 3030 Intangible Plant - NONE - GEN $ - $ - 14.29% $ - N/A NIA N/A, 14.20% § - N/A N/A N/A
] 3030 Intangible Plant - NONE $ 8,375,428 § 8,375,428 14.29% $ - N/A N/A NIA, 14.29% § - NIA NIA N/A
7 3030 Intangible Plant - SW08 $ 888,403 % 880,478 i4.29% $ 126,953 N/A M/A N/A 14.290% § 126,953 NFA NiA N/A
B 3030  Intangible Plant - SW09 $ 6,062,801 § 5,264,734 14.29% $ 866,374 N/A MN/A N/A 14.29% § 866,374 WA NiA N/A
9 3030 Intangible Plant - SW10 $ 813,551 § 489,586 14.29% % 116,256 N/A NIA NIA 14.29% $ 116,256 WA N/A NIA
10 3030 Intangible Plant - SW11 $ 7,720,703 $ 4,316,792 14.29% $ 1,104,575 N/A N/A N/A 14.29% $ 1,104,575 WA N/A N/A
11 3030 Intangible Plant - SW12 $ 7905487 % 3,402,430 14.29% $ 1,129,694 N/A N/A N/A 14.29% $ 1,120,604 NiA N/A MNIA
12 3030 Intangible Plant - SW13 $ 4,142,385 § 1,165,710 14.29% $ 591,947 N/A NIA NfA 14.29% $ 591,947 NiA N/A NIA
13 3030 Intangible Plant - SW14 § 654,182 § 90,497 14.29% $ 93,483 N/A N/A N/A 14.29% % 93,483 NiA N/A NIA
14 3030 Intangible Plant - SW15 $ 32621 % 2,655 14.29% $ 4,662 N/A N/A N/A 14.29% % 4,662 NIA N/A N/A
15 3030 Intangible Plant - ZIMMER $ - $ - 14.29% $ - NIA N/A N/A 14.29% $ - N/A N/A N/A
16 Total Intangible Plant $ 36,604,561 $ 23,988,310 § 4,033,944 5 4,033,944

Note 1: Amortization of computer software is based on a seven-year useful life.

Columns (F), and (H) through {J) represent depreciation values as prescribed by the PUCO for booking purposes.



Data: Actual
Type of Filing: Criginal
Work Paper Reference No(s).: None

The Dayten Power and Light Company
Case No. 15-1830-EL-AIR

Depreciation Reserve Accruals, Retirements, and Transfers
From April 1, 1991 Through September 30, 2015

Total by Function

Schedule B-3.3
Page 1 of 1
Witness Responsible: Don Rennix

Salvage,
Removal,
Line  Account Beginning Transfers & Ending
No.  Numbers Description Balance Accruals Retirements Reclassifications Balance
A) (B) (©) D) E) (F) (G) (H)= (D) + (E)- (F) + (G)
1 301-303 Intangible Plant $ - $ 72164492 § 24051911 § (507,832) % 47,604,749
2 360-373 Distribution Plant $ 126,197,000 $ 800,641,100 $ 136,934,858 $ (4,736,157) § 785,167,085
3 389-399  General Plant $ 18308000 $ 58803672 § 38,360668 % {19,747 ,558) % 18,994,446
4 Total In-Service Property $ 144505000 $ 931,609,264 $ 199,356,437 § (24,991,547 § 851,766,280




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Depreciation Reserve and Expense for Lease Property
As of September 30, 2015

Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule B-3.4
Page 1 of 1
Witness Responsible: Don Rennix

Dollar? Accumulated Accrual Depreciation Explain
Value of Depreciation/ Rate/ Expense/ Method Included in
Line Acct. Plant Amortization Amortization Amortization of Depreciation/ Rate Base
No. No. Descripfion Investment Reserve Period Expense/ Amortization {Yes/No)
(A) (B) (C) (D) (E) (F) (G} (H) (1)

The Company holds no property under capital lease.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Construction Work in Progress
As of September 30, 2015

Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule B-4
Page 1 of 1
Witness Responsible: Don Rennix

Total Estimated
Accumulated Costs Jurisdictional Physical
Line Project Construction AFDC Total Allocation Cost at Percent
No. No. Description Dollars Capitalized Cost % Date Certain Completion
(A) (B) (C) (D) (E) (F)= (D) +(E) (G) (H)=(F)* (G) (1)

The Company is not requesting the inclusion of CWIP in Rate Base.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Construction Work in Progress - Percent Complete (Time)
As of September 30, 2015

Data: Actual Schedule B-4.1
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Don Rennix
Estimated Elapsed Days:
Date Project Elapsed Days: Beginning to
Line Project Construction Work Completion Beginning to Estimated Date Certain
No. No. Began Dollars Date Certain Completion %

(A) (B) (C) (D) (E) (F) (G)=(E}/(F)

The Company is not requesting the inclusion of CWIP in Rate Base.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Construction Work in Progress - Percent Complete (Dollars)
As of September 30, 2015

Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule B-4.2
Page 1 of 1
Witness Responsible: Don Rennix

Project Expenditures Date Certain
Most Recent Budget Estimate As of Date Certain % Completion
Construction Construction Construction
Line Project Construction Dollars Construction Dollars Construction Dollars
No. No. Dollars AFUDC Total Trended Dollars Trended Dollars Trended
(A) (B) (C) (D) (E)=(C)+ (D) (F) (G) (H) H=@)/(€C) @=(H)/(F)

The Company is not requesting the inclusion of CWIP in Rate Base.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Allowance for Working Capital
As of September 30, 2015

Data: 4 Months Actual & 8 Months Estimated Schedule B-5
Type of Filing: Criginal Page 1 of 2
Work Paper Reference No(s).: None Witness Responsible: Alan D. Felsenthal

Description of Methodology
Line Used to Determine Schedule
No. Working Capital Component Jurisdictional Requirement Reference Jurisdictional

(A) (B} (C) (%) (E)

1 Working Capital - Cash:
2
3 Cash Working Capital Lead-Lag Study B-5.1, pg 1 $ {1,827,487)




Data: 5 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Allewance for Working Capital
For the Thirteen Months Ended May 31, 2016

Schedule B-5
Page 2 of 2

Witness Responsible: Kurt A. Tornguist, Emily W. Rabb

Description of Methodology

Line Used to Determine Schedule Allocation  Allocation
No. Woarking Capital Component Jurisdictional Requirement Reference T&D % Code Jurisdictional
(A) 8 (C) (D) (E} (F) (G) (H)=(E)* (F)
1 Working Capital - Non Cash:
2
3 Fuel Stock 13 month average balance  B-5.1, pg 2, Line 3, Column F $ - 0.00% NONDIST $ -
4
5 Allowance lnventory 13 month average balance B-5.1, pg 2, Line 5, Column F 3 - 0.00% NONDIST $ -
6
7  M&S Held for Normal Cperations 13 month average balance  B-5.1, pg 2, Line 7, Column F % 11,360,861
8 Less: Allowance for new construction B-5.1, pg 2, Line 8, Column F $ 2,447 642
M&S Held for Normal Operations less
9 allowance for new construction $ 8,913,309 96.39% (@) $ 8,591,365
10
11 Other (Specify and List)
12 Prepayments 13 month average balance B-5.1, pg 2, Line 12, Column F $ 5,259,507 88.21% DIRECT $ 4,639,244
13
14  Accruals 13 month average balance B-5.1, pg 2, Line 14, Colurmn F $ {6,217,489) 91.00% DIRECT % (5,657,673}
15
16  WPAFB 13 month average balance B-5.1, pg 2, Line 16, ColumnF (9,725) 100.00% DIRECT § (9,725)
17
18 Total Non-cash Working Capital 3 7,945 602 $ 7,563,211
19
20  Working Capital Allowance $ 5,735,724

(a)

Sources:
Supplemental (C)(11){c)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Miscellaneous Working Capital ltems
As of September 30, 2015

Data: 4 Months Actual & 8 Months Estimated Schedule B-5.1
Type of Filing: Original Page 1 0of 3
Work Paper Reference No(s).: WPB-5.1a Witness Responsible: Alan D. Felsenthal
Line
No. Description Jurisdictional

(A) (B) ()

Cash Working Capital

1 Revenue Lag $ 36,608,278
2
3 Expense Lead $ 38,435,765
4
5 Net Cash Working Capital Requirement $ {1,827,487)




Data: 5 Menths Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPB-5.1b, WPB-5.1d, WPB-5.1e, WPB-5.1f

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Miscellaneous Working Capital items

For the Thirteen Months Ended May 31, 2016

Schedule B-5.1
Page 2 of 3

Witness Responsible: Kurt Tornquist, Emily Rabb

Thirieen Month Average Balance

Line Total Generation / Other Allocation  Allocation

No. Description Reference Company Entities T&D % Code Jurisdictional
(A (B) C) (D) = F)=(D)-(F) @) H) (=(F)*(G)

1 Working Capital - Non Cash

2

3 Fuel Stock Oracle General Ledger and Forecast 60,036,318 $ 60,036,318 § - 0.00% NONDIST $ -

4

5  Allowance Inventory QOracle General Ledger and Forecast 3,161 § 3,161 % - 0.00% NONDIST $ -

5]

7 Materials & Supplies WPB-5.1b, pg 1, Line 19, Column E & F 39,506,588 % 28,145,637 % 11,360,951

& Less: Amount Allocated to New Construction WPB-5.1b, pg 1, Line 19, Column | $ 2,447 642

9  Total M&S Cther than New Construction 39,506,588 28,145,637 § 8,913,308 96.39% (a} $ 8,591,365
10

11 Cther (Specify & List)

12 Prepayments WPB-5.1d, Line 16, Column C & D 16,082,672 § 10,823,165 § 5,259,507 88.21% DIRECT $ 4,639,244
13

14 Accruals WPB-5.1e, Line 16, Column C & D (12,099,887) § (5,882,398) % 6,217,489y 91.00% DIRECT § (5,657,673)
15

16 WPAFB WPB-5.1f, Line 16, Column C & D 9,725) $ - 8 (9,725) 100.00% DIRECT § (9,725)
17

18 Total Non-Cash Working Capital 103,519,127 § 93,125,883 § 7,945,602 $ 7,563,211

—
f<1)
-—

Sources:
Supplemental (C){11){c)




Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: WPB-5.1b, WPB-5.1d, WPB-5.1e, WPB-5.1f

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Miscellaneous Working Capital Items
As of September 30, 2015

Schedule B-5.1
Page 3 of 3

Witness Responsible: Kurt A. Tornquist, Emily W. Rabb

Date Certain Balance

Line Total Generation f Other Allocation  Allocation
No. Description Refarence Company Other Entities T&D % Code Jurisdictional
A (B © (D) (E) F=0)-B @) {H} (= (F}*(G)

1 Working Capital - Non Cash

2

3  Fuel Stock Cracle General Ledger 3 58,364,357 § 58,364,357 § - 0.00% NONDIST $ -

4

5  Allowance Inventory Oracle General Ledger $ 2565 $ 2565 § - 0.00% NONDIST $ -

6

7  Materials & Supplies WPB-5.1b, pg 2, Line 19, Column E & F 3 40,553,114 $ 29,276,510 § 11,276,604

8 Less: Amount Allccated to New Construction WPB-5.1b, pg 2, Line 19, Column | $ 2,429,470

g  Total M&S Other than New Construction 3 40,553,114 29,276,510 § 8,847,134 96.39% (a) $ 8,527,581
10

11 Other (Specify & List)

12 Prepayments WPB-5.1d, Line 5, Column C & D 3 11,801,654 § 8410338 § 3,391,318 90.00% DIRECT § 3,052,283
13

14  Accruals WPB-5.1¢, Line 5, Column C & D $ (12,508,014) $ {6,122,848) §$ (6,385,166) 90.95% DIRECT § (5,807,547)
15

16 WPAFB WPB-5.1f, Line 5, Column C & D $ (9,749) $ - % (9,749) 100.00% DIRECT § (9,749}
17

18 Total Non-Cash Working Capital $ 98,203,927 § 89,930,922 $ 5,843,535 3 5,762,568

Sources:
(a) Supplemental (C}(11)(c)



The Dayten Power and Light Company
Case No. 15-1830-EL-AIR

Other Rate Base ltems Summary
As of September 30, 2015

Data: Actual Schedule B-6
Type of Filing: Qriginal Page 1 of 1
Work Paper Reference No(s).: WPB-6a, WPB-6b Witness Responsible: Stephen A, Allamanno, Don Rennix, Edward J. Kunz
Line  Account Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total Adjustments’ Jurisdictional
A 8 ) {D) B) {F) Gy=(D)*(E) {H) {h={(G) +(H)
1 252 Customers' Advances for Construction $ (466,036) 100.00% ALLDIST § (466,036) $ - $ (466,036)
2
3 Other Rate Base ltems
4 235 Customers' Deposits 5 (36,200,945) 10.34% DIRECT §% (3,743,178) $ - $ (3,743,178}
5
6 255 Investment Tax Credits:
7 Pre-1971 3% Credit $ - 5 - - $ -
8 1971 4% Credit $ - $ - % - $ -
9 1875 6% Credit $ - $ - $ . $ -
10 1981 10% Credit on Recovery of Property $ - $ - $ - $ -
11 ITC Tax Benefits Sold $ - $ - % - $ -
12 Other (Specify and List Separately) $ - b - 3 - $ -
13 Total Investment tax Credits 3 (20,578,112) 3.14% DIRECT § (646,120) $ - $ (646,120)
14
15
16 Deferred Income Taxes:
i7 190 Debits $ 19,736,594 41.59% DIRECT § 8,207,918 % - $ 8,207,918
18 281 Accelerated Amortization Property $ - 0.00% NONDIST § - % - $ -
19 282 Utility Property $ (615,410,717) 29079% DIRECT § (183,301,658) § - $ (183,301,658)
20 283 Credits $ (32,496,796} 60.39% DIRECT § (19,624,827) $ - $ (19,624,827)
21 Other (Specify and List Separately) $ - 0.00% DIRECT $ - % - $ -
22 Total Deferred Income Taxes $ (628,170,919) $ (194,718,567) $ - $ (194,718,567)
23
24 Other (Specify and List Separately):
25 Net Prepaid Pension Asset $ 74,046,462 5518% DIRECT % 40,861,111 $ - $ 40,861,111
26
27 Total Other Rate Base ltems $  (610,903,514) $ (158,246,754) $ - $ (158,246,754)

! Col. (H} adjustments must be shown on Schedule B-6.1




Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjustments to Other Rate Base Items
As of September 30, 2015

Schedule B-6.1
Page 1 of 1
Witness Responsible: Don Rennix

Total
Line Acct. Company Allocation Allocation Jurisdictional
No. No. Description Adjustments % Code Adjustments
(A) (B) (€) (D) (E) (F) (G)= (D} (E)

No adjustments to be made.



Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Contributions in Aid of Construction by Accounts and Subaccounts
As of September 30, 2015

Schedule B-6.2
Page 1 of 1
Witness Responsible: Don Rennix

Line Acct. Total Allocation Allocation Allocated Adjusted
No. No. Description Company % Code Total Adjustments Jurisdictional
A ® ©) (D) E (F) (G)= D) " (E) (H) =G+ M
1 252  Electric Line Extensions $ (466,036) 100.00% ALLDIST $  (466,036) - $ (466,036)
2
3 Total $ (466,036) $ (466,036) - $ (466,036)



Data: Actual

Type of Filing: Original

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Jurisdictional Allocation Factors
Rate Base and Operating Income

Work Paper Reference Nofs).: None

Schedule B-7
Page 1 of 1
Witness Responsible: Kurt A. Tornquist, Don Rennix

Line Acct. Allocation Allocation Schedule
No. No. Description Code/ % Reference
(A) ®) (C) (D) (E) F)
Rate Base
1 Various 100% Jurisdictional Items ALLDIST 100.00% B-7.1
2 Various Non-Jurisdictional ltems NONDIST 0.00% B-7.1
3 Various Regulated Maintenance DMAINT 96.39% B-7.1
4 Various Distribution Gross Plant DGRSPLNT 30.62% B-7.1
5 Various Distribution Net Plant DNTPLNT 33.68% B-7.1
6 235 Customer Deposits CUSTDPST 10.34% B-7.1
Operating Income
7 \Various 100% Jurisdictional ltems ALLDIST 100.00% B-7.1
8 Various Non-Jurisdictional ltems NONDIST 0.00% B-7.1
9 450 Forfeited Discounts OTHREV1 27.92% B-7.1
10 451 Misc. Service Revenues OTHREVZ2 100.00% B-7.1
11 454 Rent OTHREV3 55.95% B-7.1
12 456 Other Electric Revenue OTHREV4 84.66% B-7.1
13 4561 Revenues from Transmission of Electricity of Others OTHREVS 1.19% B-7.1
14 920 Administrative and General Salaries A&G1 34.23% B-7.1
15 921 Office Supplies and Expenses A&G2 48.54% B-7.1
16 922 Administrative Expenses Transferred - Cr. A&G3 42.81% B-7.1
17 923 Outside Services ARG4 45.51% B-7.1
18 924 Property Insurance A&GS5 24.54% B-7.1
19 925 Injuries and Damages A8GG 23.05% B-7.1
20 926 Employee Pensions and Benefits A8G7 57.91% B-7.1
21 929 Company Use A&GY 40.65% B-7.1
22 930.1 General Advertising Expenses A&G10 50.57% B-7.1
23 930.2 Miscellaneous General Expenses A&G11 39.64% B-7.1
24 931 Rents A&G12 75.71% B-7.1
25 935 Maintenance of General Plant GPMAINT 74.08% B-7.1
26 408 Property Taxes OTHTAX1 68.00% B-7.1
27 408 Commercial Activities Tax OTHTAX2 19.44% B-7.1
28 408 Payroll Tax OTHTAX3 45.04% B-7.1
29  Various Distribution Salaries & Wages DLABOR 43.70% B-7.1



Data: Actual
Type of Filing: Original

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Jurisdictional Allocation Statistics

Schedule B-7.1

Page 1 of 1

Work Paper Reference No{s).: None Witness Responsible: Kurl A. Tornquist, Don Rennix
Adjustment Adjusted
Statistic to Total Statistic Statistic
Line  Acct. Allocation Total Company far Total for Rate Allocation

No. No. Code Description Company Statistic Company Area %

A ® ) (D) (E) F) {G)=(E)+(F} H) Ny={H/(G)
1 Various ALLDIST 100% Jurisdictional ltems 100.00%
2 Various NONDIST Non-Jurisdictional ltems 0.00%
3 Various DIRECT Based upon the relationship reflected in the Functional books and records
4 Various DMAINT Regulated Maintenance $ 9,834,203 $ % 9,834,203 $ 9,479,133 96.39%
5  Various DGRSPLNT  Distribution Gross Plant $ 5,266,322,694 $ $ 5,266,322,694 §  1,612,636,168 30.62%
6 Various DNTPLNT Distribution Net Plant $  2484,717,758 % $ 2,484,717,758 3 836,756,542 33.68%
7 235 CUSTDPST  Customer Deposits $ 36,200,945 $ $ 36,200,945 3 3,744,388 10.34%
8 450 OTHREV1 Forfeited Discounts $ 3,031,752 3 3 3,031,752 $ 846,540 27.92%
9 451 OTHREV2 Misc. Service Revenues $ (809,784) 3 3 (809,764) $ (809,784) 100.00%
10 454 OTHREV3 Rent % (554,471) $ $ (554,471) % (310,211) 55.95%
11 456 OTHREWV4 Other Electric Revenue $ {8,343,932) $ $ (8,343,932) $ (7.064,318) 84.66%
12 4581 OTHREVS Rewvenues from Transmission of Electricity of Others $ (55,957,493) % $ (55,857 ,493) $ (666,849) 1.19%
13 820 ASG1 Administrative and General Salarigs 3 4,298,947 3 3 4,298,947 5 1,471,717 34.23%
14 921 AZG2 Office Supplies and Expenses $ 24,657,952 3 $ 24,657,952 3 11,969,393 48.54%
15 922 ASG3 Administrative Expanses Transferred - Cr, 3 (2,162,537} 3 $ (2,162,537) % (925,864) 42.81%
16 923 ASG4 Outside Services $ 10,167,341 $ $ 10,167,341 $ 4,627,362 45.51%
17 924 ARG5S Praperty Insurance $ 4,070,693 $ $ 4,070,693 $ 998,929 24.54%
18 925 ABGE Injuries and Damages $ 2,875,145 $ $ 2,875,145 $ 662,729 23.05%
19 926 ASG7 Employee Pensions and Benefits % 29,713,758 3 $ 29,713,758 5 17,208,017 57.91%

20 929 A&GH Company Use 3 (1,315,605) § $ {1,315,605) $ (534,778) 40.65%

21 9301  ARG10 General Adverlising Expenses $ 944,352 $ $ 944 352 $ 477,576 50.57%

22 9302 ASGNU Miscellaneous General Expenses $ 4,634,964 $ $ 4,634,964 $ 1,837,474 39.64%

23 931 AZG12 Rents $ 3,710 $ § 31,710 $ 24,009 75.71%

24 935 GPMAINT Maintenance of General Plant 3$ 1,837,835 $ $ 1,837,835 3 1,361,388 74.08%

25 408 OTHTAX1 Properly Taxes $ 57,780,732 b $ 57,780,732 $ 39,293,030 B8.00%

26 408 OTHTAX2 Commercial Activities Tax $ 2,907,068 $ $ 2,807,068 $ 565,242 19.44%

27 408 OTHTAX3 Payroll Tax $ 5,773,253 $ $ 5,773,253 $ 2,800,012 45.04%

28  Varicus DLABOR Distribution Salaries & Wages $ 101,156,632 $ $ 101,166,632 3 44,209,139 43.70%



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Explanation of Changes in Allocation Procedures

Data: Actual Schedule B-7.2
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Kurt A. Tornquist

Line Account

No. No. Description Procedures Approved in Prior Case Rationale for Change

(A) (B) (C) (D) (E)

DP&L's last Rate Case was settled by Blackbox Settlement therefore allocation factors were not specifically agreed to nor approved.



Data: Actual
Type of Filing: Original
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Mirrored CWIP Allowances
Schedule B-9

Page 1 of 14
Witness Responsible: Don Rennix

Effective Date In Service Allowance
Line  Project Prior Case of Rates Date of Included
No. No. Description Reference(s) Including CWIP Project in Rates
(A) (B) (€) (D) (E) (F) (G)

DP&L did not recover CWIP in the 1991 rate case, therefore there are no Mirrored CWIP Allowances.



Section C
Operating Income

The Dayton Power & Light Company
Case No.: 15-1830-EL-AIR
Test Year: Twelve Months Ending May 31, 2016

Date Certain: September 30, 2015

C-1 Jurisdictional Proforma Net Operating Income Statement

C-2 Adjusted Test Year Jurisdictional Operating Income

C-2.1 Operating Revenue and Expenses by Accounts - Jurisdictional Allocation
C-3 Summary of Jurisdictional Adjustments to Operating income

C-3.1 Adjust Federal and State Income Taxes

C-3.2 Eliminate Universal Service Fund Rider Revenue and Expense
C-3.3 Eliminate Reconciliation Rider Nonbypassable Revenue

C-34 Eliminate Storm Cost Recovery Rider Revenue and Expense
C-35 Eliminate Energy Efficiency Rider Revenue and Expense

C-3.6 Eliminate Economic Development Discounts and Rider Revenue
C-3.7 Eliminate Alternative Energy Rider Expense

C-3.8 Eliminate State Excise Tax Rider Revenue and Expense

C-3.9 Annualize Property Tax to Reflect Plant In Service on Date Certain

C-310 Annualize Commercial Activity Tax
C-3.11 Annualize AES Services Labor, Benefits, and Payroll Tax
C-3.12 Annualize Test Year Labor and Payroll Taxes

C-3.13 Annualize Employee Benefits Expense
C-3.14 Annualize Depreciation Expense
C-3.15 Include Interest on Customer Service Deposits

C-3.16 include Rate Case Expense

C-3.17 Eliminate Uncollectible Expense

C-3.18 Eliminate Wright Patterson Non-Jurigdictional Revenues and Expenses
C-3.19 Eliminate General Advertising Expense

C-3.20 Eliminate PUCQ Approved Payments Funded by Shareholders

C-3.21 Miscellaneous Expense Adjustments

C-3.22 Eliminate Major Storm Expenses

C-3.23 Eliminate Unbilled Revenue and Expense

C-3.24 Eliminate Company Use Credit

C-3.25 Adjust Test Year Revenues

C-4 Adjusted Jurisdictional Income Taxes

C-4.1 Development of Jurisdictional Income Taxes

C-5 Social and Service Club Dues

C-6 Charitable Contributions

C-7 Customer Service and Informational, Sales, and General Expense

C-8 Rate Case Expense

C-9 Operation & Maintenance Payroll Costs of DP&L Employees

C-9.1 Total Company Payroll Analysis By Employee Classifications / Payroll Distribution
C-10.1 Comparative Balance Sheets for the Most Recent Five Calendar Years

C-10.2 Comparative Income Statements for the Most Recent Five Years

C-11.1 Revenue Statistics - Total

C-11.2 Revenue Statistics - Jurisdictional

C-11.3 Sales Statistics - Total

C-11.4 Sales Statistics - Jurisdictional

C-12 Analysis of Reserve for Uncollectible Accounts



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Jurisdictional Proforma Net Operating Income Statement
For the Twelve Months Ended May 31, 2016

Scheduie T
Page 1 of 1
Witness Responsible: Nathan C. Parke

Data 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No{s).: None

Adjusted Jurisdictional Proforma Jurisdictional
Line Revenue & Proposed Revenue & Schedule
No. Description Expenses Increase Expenses Reference
A) (B} (€ (D) (E)=(C)+(D) (F}
1 QOperating Revenues $ 217,400,884 $ 65,771,725 $ 283,172,609 Schedule C-2, Pg. 1, Column E, Line 5
2
3  Operating Expenses
4 Operation & Maintenance $ 102,121,540 $ - $ 102,121,540 Schedule C-2, Pg. 1, Column E, Line 156
5 Depreciation and Amortization Expenses $ 52,277,776 $ - & 52,277,776 Schedule C-2, Pg. 1, Column E, Line 21
6 Taxes - Other Than Income Taxes $ 56,809,080 $ 171,008 $ 56,980,086 Schedule C-2, Pg. 1, Column E, Line 22
7 Operating Expenses Before Income Taxes $ 211,208,396 $ 171,006 % 211,379,402 Sum Lines 4 thru 6
8
9 NOI before Income Taxes $ 6,192,488 $ 65,600,719 $ 71,793,207 Line 1-Line 7
10
11 State Income Taxes 5 (58,474) $ 309,045 $ 250,571 Schedule C-2, Pg. 2, Column E, Line 6
12 Federal Income Taxes % (5,054,491 & 22,852,086 $ 17,797,595 Schedule C-2, Pg. 2, Column E, Line 11
13 Total Income Taxes $ (5,112,965) $ 23,161,131 $ 18,048,166
14
15 Total Operating Expenses 3 206,095 431 $ 23,332,137 $ 229,427 568 Line 7 + Line 13
16
17  Net Operating Income $ 11,305,453 $ 42,439,588 $ 53,745,041 Line 1 - Line 15
18
12 Rate Base $ 683,779,476 $ 683,779,476 Schedule B-1, Column C, Line 27
20
21 Rate of Return 1.66% 7.86% Line 17/ Line 19




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjusted Test Year Jurisdictional Operating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-2
Type of Filing: Original Page 1of 2
Work Paper Reference No(s).: None Witness Responsible: Craig A. Forestal
Unadjusted Adjusted
Jurisdictional Jurisdictional
Line Revenue & Expenses Adjustments Revenue &
No. Description (Sch C-2.1) {Sch C-3) Expenses
{A) B) () (B) (E)=(C)}+ (D)
1 OPERATING REVENUES
2 Distribution Revenues $ 347,286,520 $  (134,999,320) $ 212,287,200
3 Other Retail Revenues $ - $ - $ -
4 Other Operating Revenues $ 11,460,710 $ {6,347,026) $ 5,113,684
5 Total Operating Revenues $ 358,747,230 $ (141,346,346) $ 217,400,884
6
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Production Expense $ - $ - $ -
10 Transmission Expense $ - $ - 3 -
11 Distribution Expense $ 50,224,905 $ {10,666,369) $ 39,558,536
12 Customer Accounts Expense $ 45,587,070 $ {30,173,863) $ 15,413,207
13 Customer Service & Information Expense 3 23,593,776 3 {23,523,402) $ 70,374
14 Administrative & General Expense $ 45,373,699 $ 1,705,725 $ 47,079,424
15 Total Operating and Maintenance Expense $ 164,779,450 $ (62,657,910) $ 102,121,540
16 Depreciation and Amortization Expenses
17 Depreciation $ 51,320,150  § (3,237,214)  § 48,082,936
18 Amortization. & Depletion Of Utility Plant $ 4,287,557 $ (92,717) $ 4,194,840
19 Net Amortization of Regulatory Credits/Debits $ - $ - $ -
20 Accretion Expense $ - $ - $ -
21 Total Depreciation and Amottization Expenses $ 55,607,707 $ (3,329,931) $ 52,277,776
22 Taxes Other Than Income Taxes 3 104,708,806 $ {47,899,726) $ 56,809,080
23 TOTAL OPERATING EXPENSE BEFORE INCOME TAXES 3 325,095,963 $  (113,887,567) $ 211,208,396




The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Adjusted Test Year Jurisdictional Operating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-2
Type of Filing: Criginal Page 2 of 2
Work Paper Reference No(s).: None Witness Responsible: Craig A. Forestal
Unadjusted Adjusted
Jurisdictional Jurisdictional
Line Revenue & Expenses Adjustments Revenue &
No. Description {Sch C-2.1) (Sch C-3) Expenses
) (B) ©) (D) © =(C)+ (D)
1 NOI BEFORE INCOME TAXES $ 33,651,267 3 {27,458,779) $ 6,192,488
2
3 Income Taxes-State and Local
4 Current $ 144,630 $ {216,165) $ (71,535)
5 Provision for Deferred Income Taxes % (11,925) $ 24,986 $ 13,061
6 Total State & Local Income Taxes $ 132,705 $ {(191,179) $ (58,474)
7 Income Taxes-Federal
8 Current $ 10,694,521 $ (15,984,158) $ {5,289,637)
9 Provision for Deferred Income Taxes $ (2,451,500) $ 2,855,924 $ 404,424
10 Deferred Investment Tax Credit $ (169,278) $ - $ (169,278)
11 Total Federal Income Taxes $ 8,073,743 $ (13,128,234) $ {5,054,491)
12 Total Income Taxes $ 8,206,448 $ (13,319,413) $ {5,112,965)
13
14 Total Operating Expenses $ 333,302,411 $ {127,206,980) $ 206,095,431
15
16 Net Operating Income $ 25,444 819 $ (14,139,366) $ 11,305,453




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Operating Revenue and Expenses by Accounts - Jurisdictional Allocation

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-2.1

Schedule C-2.1
Page 1 of &

Witness Responsible: Craig A. Forestal, Emily W. Rabb

Unadjusted Alfocation

Line Acct. Total Unadjusted Code/
No. No. Description Utility Allocation % Jurisdictional Description
A ®) ©) (D) ® F)=0)" (E) ()

1 OPERATING REVENUES

2 440-446  Distribution Revenues $ 347,286,520 100.00% & 347,286,520 ALLDIST

3 440-446  Other Retail Revenues $ 410,444 426 0.00% § - NCNDIST

4 TOTAL Sales to Ultimate Customers $ 757,730,946 $ 347,286,520

5

6 447 Sales for Resale $ 704,008,678 0.00% $ - NONDIST

7 TOTAL Sales of Electricity $ 1,461,739,625 $ 347,286,520

8

9 450 Forfeited Discounts $ 3,106,858 27.92% % 867,463 OTHREV1
10 451 Misc. Service Revenues $ 944,084 100.00% & 944,084 OTHREV2
1" 454 Rental Income $ 704,656 5595% % 394,255 OTHREV3
12 456 Cther Electric Revenues $ 10,252,195 8466% $ 8,679,508 OTHREV4
13 456.1 Revenues from Transmission of Electricity of Others $ 48,352,857 1.19% § 575,400 OTHREVS
14 TOTAL Other Operating Revenues $ 63,360,850 $ 11,460,710

15

16 TOTAL Electric Operating Revenues $ 1,5625,100,475 3 358,747,230

17

18 OPERATING EXPENSES

19 PRODUCTION EXPENSES

501-509,
20  548-549, Production Operation Expenses $ 752,800,470 0.00% $%$ - NONDIST
555-557

21 512:55314’ Production Maintenance Expenses 66,444,002 0.00% $ - NONDIST
22 TOTAL Power Production Expenses 819,244,563 $ -




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Operating Revenue and Expenses by Accounts - Jurisdictional Allocation

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Criginal
Work Paper Reference No(s).. WPC-2.1

Schedule C-2.1
Page 2 of 5

Witness Responsible: Craig A. Forestal, Emily W. Rabb

Unadjusted Allocation

Line Acct. Total Unadjusted Code/
No. No. Description Utility Allocation % Jurisdictional Description
(A) (B) ) D) (E) (F}=(D)* (E) (G)

1 OPERATING EXPENSES

2 TRANSMISSION EXPENSES

3 560-567 Transmission Operation Expenses 78,424,538 0.00% - NONDIST

4 SFSTT Transmission Maintenance Expenses $ 3,160,545 0.00% $ - NONDIST

5 TOTAL Transmission Expenses 3 81,585,083 $ -

6

7 DISTRIBUTION EXPENSES

8 Operation

9 580 Operation Supervision and Engineering $ 2,897,287 100.00% 3 2,697,287 ALLDIST
10 581 Local Dispatching $ - 100.00% & - ALLDIST
11 582 Station Expenses $ 374,773 100.00% % 374,773 ALLDIST
12 583 Overhead Line Expenses $ 494,877 100.00% $ 494 877 ALLDIST
13 584 Underground Line Expenses $ 834,906 100.00% $ 834,906 ALLDIST
14 585 Street Lighting and Signail System Expenses $ - 100.00% $ - ALLDIST
15 586 Meter Expenses $ 32,475 100.00% % 32,475 ALLDIST
16 587 Customer Installations Expenses $ 604,224 100.00% % 604,224 ALLDIST
17 588 Miscellaneous Expenses % 95,402 100.00% $ 95,402 ALLDIST
18 589 Rents $ 7,132 100.00% § 7,132 ALLDIST
19 TOTAL Operation $ 5,141,076 3 5,141,076

20 Maintenance

21 590 Maintenance Supervision and Engineering 3 2,463,241 100.00% $ 2,463,241 ALLDIST
22 591 Maintenance of Structures $ - 100.00% % - ALLDIST
23 592 Maintenance of Station Equipment $ 4,074,468 100.00% $ 4,074,468 ALLDIST
24 583 Maintenance of Overhead Lines % 37,940,098 100.00% % 37,940,098 ALLDIST
25 594 Maintenance of Underground Lines $ 75,068 100.00% & 75,068 ALLDIST
26 595 Maintenance of Line Transformers $ 233,149 100.00% § 233,149 ALLDIST
27 596 Maintenance of Street Lighting and Signal Systems $ - 100.00% % - ALLDIST
28 597 Maintenance of Meters $ 149,115 100.00% $ 149,115 ALLDIST
29 598 Maintenance of Miscellaneous Distribution Plant 3 148,680 100.00% $ 148,690 ALLDIST
30 TOTAL Maintenance $ 45,083,829 $ 45,083,829

31 TOTAL Distribution Expenses $ 50,224,905 $ 50,224,905




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Operating Revenue and Expenses by Accounts - Jurisdictional Allocation
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-2.1
Type of Filing: Criginal Page 3cf 5
Work Paper Reference No(s).: WPC-2.1 Witness Responsible: Craig A, Forestal, Emily W. Rabb
Unadjusted Allocation
Line Acct. Total Unadjusted Code/
No. Mo, Description Utility Allocation % Jurisdictional Description
DG C) (D) (E) M =0)"E) (G)
1 OPERATING EXPENSES
2
3 CUSTOMER ACCOUNTS EXPENSES
4 Operation
5 901 Supervision $ - 100.00% § - ALLDIST
6 g02 Meter Reading Expenses $ 3,653,751 100.00% $ 3,653,751 ALLDIST
7 903 Customer Records and Collection Expenses $ 10,957,095 100.00% & 10,957,095 ALLDIST
8 904 Uncollectible Accounts $ 30,976,224 100.00% & 30,976,224 ALLDIST
9 905 Miscellaneous Customer Accounts Expenses 3 - 100.00% $§ - ALLDIST
10 TOTAL Customer Accounts Expenses $ 45,587,070 $ 45,587,070
11
12 CUSTOMER SERVICE AND INFORMATIONAL EXPENSES
13 Operation
14 907 Supervision $ 2,465,547 100.00% $ 2,465,547 ALLDIST
15 Q08 Customer Assistance Expenses $ 6,202,665 100.00% $ 6,202,665 ALLDIST
16 8039 Informational and instructional Expenses $ 2,270,531 100.00% § 2,270,531 ALLDIST
17 910 Misc. Customer Service and Informational Expenses $ 12,655,033 100.00% 9§ 12,655,033 ALLDIST
18 TOTAL Customer Service and Informational Expenses $ 23,593,777 100.00% § 23,503,776 ALLDIST
19
20 911-916 SALES EXPENSES 3 - 0.00% % - NONDIST
21
22 ADMINISTRATIVE AND GENERAL EXPENSES
23 Operation
24 920 Administrative and General Salaries $ 13,148,734 3423% % 4,500,812 ASG1
25 921 Office Supplies and Expenses $ 19,416,429 4854% $ 9,424,735 A&G2
26 922 Administrative Expenses Transferred - Cr. $ (2,435,257) 4281% $ (1,042,533) A&G3
27 923 Outside Services Employed $ 11,266,155 4551% $ 5,127,227 A&G4
28 924 Property Insurance $ 5,184,311 24.54% $ 1,272,230 A&GS
29 925 Injuries and Damages $ 3,479,445 23.05% % 802,012 A&GH



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Operating Revenue and Expenses by Accounts - Jurisdictional Allocation
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8§ Months Estimated
Type of Filing: Qriginal
Work Paper Reference No(s).: WPC-2.1

Schedule C-2.1
Page 4 of 5

Witness Responsible: Craig A. Forestal, Emily W. Rabb

Unadjusted Allocation
Line Acct, Total Unadjusted Code/
No. No. Description Utility Allocation % Jurisdictional Description
(A) (B) (C) (D) (E) (F) =@ (E) (G)
1 926 Employee Pensions and Benefits $ 30,836,438 57T.91% $ 17,857,381 ABGT
2 927 Franchise Requirements $ - 0.00% % - NONDIST
3 928 Regulatory Commission Expenses L 4,016,665 100.00% § 4,016,665 ALLDIST
4 929 Duplicate Charges-Cr. $ (1,524,173) 4065% $ (619,576) A&GY
5 9301 General Advertising Expenses $ 1,604,355 50.57% $ 780,752 A&G10
5] 830.2 Miscellaneous General Expenses $ 4,800,601 3964% $ 1,902,958 ARG11
7 931 Rents $ 24,793 75.71% & 18,771 A&G12
8 TOTAL Operation $ 89,718,497 3 44,021,434
9 Maintenance
10 935 Maintenance of General Plant $ 1,825,412 7408% § 1,352,265 GPMAINT
11 TOTAL Administrative and General Expenses $ 91,543,909 $ 45,373,699
12
13 TOTAL Operating Expenses $ 1,111,779,308 $ 164,779,450
14
15 DEPRECIATION AND AMORTIZATION EXPENSES
16
17 DEPRECIATION EXPENSE
18 403 Production $ 65,112,168 0.00% $ - NONDIST
19 403 Transmission $ 9,722,803 0.00% % - NONDIST
20 403 Distribution $ 53,926,497 9329% § 50,308,318 DIRECT
21 403 General $ 1,030,201 98.22% § 1,011,832 DIRECT
22 TOTAL Depreciation Expense $ 129,791,669 $ 51,320,150
23
24 AMORTIZATION OF UTILITY PLANT
25 403 Intangible Plant $ 8,313,401 51.57% § 4,287 557 DIRECT
26
27 411 Accretion Expense $ 2,735,932 0.00% $ - NONDIST
28
29 TOTAL Depreciation and Amortization Expenses $ 140,841,002 $ 65,607,707




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Operating Revenue and Expenses by Accounts - Jurisdictional Allocation

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-2.1

For the Twelve Months Ended May 31, 2016

Schedule C-2.1
Page 5 of §

Witness Responsible: Craig A. Forestal, Emily W. Rabb

Unadjusted Allocation

Line Acct. Total Unadjusted Codef
No. No. Description Utility Allocation % Jurisdictional Description
A ® (€) (D) ) (F)=(D)* (E) (G)

1 TAXES OTHER THAN INCOME TAXES

2 408 Commercial Activity Taxes $ 2,907,068 19.44% & 565,242 OTHTAX2

3 408 State Excise Taxes $ 40,707,317 100.00% $ 49,707,317 ALLDIST

4 408 Payroll Taxes $ 5,773,260 45.04% & 2,600,015 OTHTAX3

5 408 Property Taxes $ 76,216,753 68.00% $ 51,827,392 OTHTAX1

6 408 Federal Use Tax $ 3,380 96.39% % 3,268 DMAINT

7 408 Insurance Premium Taxes $ 18,199 3062% $ 5572 DGRSPLNT

8 408 Ohio User Fees $ 1,500 0.00% $ - NONDIST

a TOTAL Taxes Cther Than Income Taxes $ 134,627 487 b 104,708,808

10

11 INCOME TAXES

12 Income Taxes-State and Local

13 409 Current $ 670,591 2157% % 144,630 DIRECT
14 410411 Provision for Deferred Income Taxes 3 {106,663} 11.18%  § (11,9258) DIRECT
15 Total State and Local Income Taxes $ 563,928 3 132,705

16 Income Taxes-Federal

17 409 Current $ 46,176,800 23.16% % 10,694,521 DIRECT
18 410-411 Provision for Deferred Income Taxes $ (19,168,846) 1279% $ (2,451,500) DIRECT
19 411 Deferred Investment Tax Credit $ (2,392,824) 7.07% 3 (169,278) DIRECT
20 Total Federal Income Taxes $ 24,615,130 $ 8,073,743

21 TOTAL Income Taxes $ 25,179,058 3 8,206,448

22

23 TOTAL Operating Expense 1,412,426,853 3 333,302,411

24

25 Net Operating Income $ 112,673,622 $ 25,444 819




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Summary of Jurisdictional Adjustments to Qperating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3
Type of Filing: Original Page 1 of 5
Work Paper Reference No(s).: None Witness Responsible: Craig A. Forestal
Description
Total Federal and Universal Reconciliation Storm Cost Energy
Line Schedule State Service Fund Rider Recovery Efficiency
No.  Element of Operating Income C-3 Income Taxes Rider Nonbypassable Rider Rider
Schedule Reference C-3.1 C-3.2 C-3.3 C-3.4 C-3.5
) ®) © ) (€ (F) (G) {H)
1 QPERATING REVENUES
2 Distribution Revenues 5 (134,999,320) $ - % (27,309,700) % (1,888,969) $ (13,182617) $ (49,321,796}
3 Other Retail Revenues $ -
4 Other Operating Revenues 3 (6,347,026}
5 Total Operating Revenues 3 (141,346,346 § - $ (27,300,700) $% (1,888969) § (13,182617) § {49,321,796)
6
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Production Expense $ -
10 Transmission Expense $ -
11 Distribution Expense $ {10,666,369) $ (10,365,747) % (145,562)
12 Customer Accounts Expenses $ {30,173,863) $ {27,309,700})
13 Customer Service and Information Expense $ (23,523,402) $ (23,658,530)
14 Administrative and General Expense $ 1,705,725 5 (95,190}
15 Total Operating and Maintenance Expense $ (62,657,910) § - $ (27,300,700 & - $ (10,365,747) _§ (23,899,282)
16 Depreciation and Amortization Expenses
17 Depreciation 3 (3,237,214)
18 Amortization and Depletion Of Utility Plant $ (92,717)
19 Net Amortization of Regulatory Credits/Debits $ -
20 Accretion Expense 3 -
21 Total Depreciation and Amortization Expenses (3.329,931) § - 3 - $ - 3 - $ -
22 Taxes Other Than Income Taxes (47,899,726) $ (84,507)
23 Income Taxes-State and Local
24 Current $ (216,185) % (218,165)
25 Provision for Deferred Income Taxes $ 24986 _§ 24,986
26 Total State and Local Income Taxes $ (191,179) & (191,179} & - $ - $ - $ -
27 Income Taxes-Federal
28 Current $ {15,984,158) $ (15,984,158)
29 Provision for Deferred Income Taxes 3 2,855,924 $ 2,855,924
30 Deferred Investment Tax Credit $ - $ -
N Total Federal Income Taxes $ (13,128,234) $ (13,128234y $ - $ - $ - $ -
32
33 Total Operating Expenses $ (127,206.980) § (13,319413) & (27,308,700) 3 - 3 {10,365,747)  § (23,983,789)
34
35  Net Operating Income $ (14,139,366) § 13,318,413 % - $ (1,888,969) § (2,816,870) & {25,338,007}




Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Originat
Work Paper Reference No(s).: None

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Summary of Jurisdictional Adjustments to Operating Income
For the Twelve Months Ended May 31, 2016

Schedule C-3
Page 2 of 5

Witness Responsible: Craig A. Forestal

Description
Economic Alternative State Commercial Annualized
Line Development Energy Excise Tax Property Activity AES Services
No. _ Element of Operating Income Discounts & Rider Rider Rider Taxes Tax Labor
Schedule Reference C-3.6 C-3.7 C-3.8 C-3.9 C-3.10 C-3.11
) ®) ©) {D) {E) {F) @) (F)
1 OPERATING REVENUES
2 Distribution Revenues $ 1,171,196 % - $ (49,775,497) % - 3 - $ -
3 Other Retail Revenues
4 Other Operating Revenues $ (952,573)
5 Total Operating Revenues $ 218623 $ - $ {49,775,497) § - $ - $ -
]
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Producticn Expense
10 Transmission Expense
1 Distribution Expense 5 45,032
12 Customer Accounts Expenses $ 9,064
13 Customer Service and Information Expense § -
14 Administrative and General Expense $ (785.426) $ 439,410
15 Total Operating and Maintenance Expense 3 - $ (785.426) 8 - $ - 3 - $ 493,506
16 Depreciation and Amortization Expenses
17 Depreciation
18 Amortization and Depletion Of Wtility Plant
19 Net Amortization of Regulatory Credits/Debits
20 Accretion Expense
21 Total Depreciation and Amortization Expenses $ - 5 - 3 - $ - 3 - 3 -
22 Taxes Other Than Income Taxes 3 (49,785674) % 1,469 516 $ 200,422 $ 50,815
23 Income Taxes-State and Local
24 Current
25 Provision for Deferred Income Taxes
26 Total State and Local Income Taxes 3 - $ - 3 - $ - 3 - $ -
27 Income Taxes-Federal
28 Current
29 Provision for Deferred Income Taxes
30 Deferred Investment Tax Credit
31 Total Federal Income Taxes [ - 3 - 3 - $ - $ - $ -
32
33 Total Operating Expenses $ - $ {(785426) % {40,785674) % 1,469,816 $ 200,422 $ 544,321
34
35  Net Operating Income $ 218623 % 785,426 § 10,177  $ (1,469816) § (200,422) § (544,321)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Summary of Jurisdictional Adjustments to Operating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule C-3
Page 3 of 5
Witness Responsible: Craig A. Forestal

Description
Annualized Annualized Annualized Interest on
Line DP&L Labor Employee Depreciation Customer Rate Case Uncollectible
No.  Element of Operating Income and Payroll Tax Benefits Expense Depaosits Expense Expense
Schedule Reference C-3.12 C-3.13 C-3.14 G-3.15 C-3.16 C-3.17

(A) (B) (<) (D} (E) (F} (G) (H)

1 OPERATING REVENUES

2 Distribution Revenues $ - $ - $ - $ - $ - $ -

3 Other Retail Revenues

4 Other Operating Revenues

5 Total Operating Revenues $ - 3 - $ - 3 - 3 - $ -
6

7 OPERATING EXPENSES

8 Operation and Maintenance Expenses

9 Production Expense

10 Transmission Expense

1 Distribution Expense $ 1,185,924

12 Customer Accounts Expenses § 658,391 $ 112,205 $ (3,643,913)
13 Customer Service and Information Expense $ 64,551

14 Administrative and General Expense $ 177,232 § 87.753 $ 4,917,606

15 Total Operating and Maintenance Expense 3 2,086,098 % 87753 % - $ 112,295 § 4917606 § (3,643,913)
16 Depreciation and Amortization Expenses

17 Depreciation $ (3,237,214)

18 Amortization and Depletion Of Utility Plant $ (92,717)

19 Net Amortization of Regulatory Credits/Debits

20 Accretion Expense

21 Total Depreciation and Amortization Expenses 3 - 3 - § (3,329,931) § - $ - $ -
22 Taxes Other Than Income Taxes $ 152,944

23 Income Taxes-State and Locat

24 Current

25 Provision for Deferred Income Taxes

26 Total State and Local Income Taxes $ - $ - $ - $ - 3 - 3 -
27 Income Taxes-Federal

28 Current

29 Provision for Deferred Income Taxes

30 Deferred Investment Tax Credit

31 Total Federal Income Taxes $ - $ - 3 - $ - $ - $ -
32

33 Total Operating Expenses 3 2239042 § 87753 § (3,320,931) % 112,295 % 4917606 § (3,643,913)
34

35  Net Operating Income $ (2,239,042) % (87,753) § 3,329,931 § (112,295) $ (4.917,608) § 3,643,913




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Summary of Jurisdictional Adjustments to Operating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3
Type of Filing: Original Page 4 of &
Work Paper Reference No(s).: None Witness Responsible: Craig A. Forestal
Description
Non-Jurisdictional PUCQO Approved Miscellaneous Unbilled
Line Revenue and General Payments by Expense Major Storm Revenue and
No.  Element of Operating Income Expense Advertising Shareholders Adjustments Expense Expense
Schedule Reference C-3.18 C-3.19 C-3.20 C-3.21 C-3.22 C-3.23
A (B} {C) D) (E) {F} ©G) (H)
] OPERATING REVENUES
2 Distribution Revenues $ - $ - % - 5 - 3 - $ 2,672,207
3 Other Retail Revenues
4 Other Operaling Revenues $ {5,394,453)
5 Total Operating Revenues 3 (5,394,453) § - 3 - 3 - $ - 3 2,672,207
6
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Production Expense
10 Transmission Expense
11 Distribution Expense $ (963,522) $ (5820} $ (429,973) $ 13,209
12 Customer Accounts Expenses
13 Customer Service and Information Expense $ 70,577
14 Administrative and General Expense 3 (62,718) % (760,752) % (2,030,000 % (649,810} $ (6,890)
15 Total Operating and Maintenance Expense $ {1,026,240) § {760,752) _§ (2,030,000 § (655,731) $ {420973) % 76,986
16 Depreciation and Amortization Expenses
17 Depreciation
18 Amortization and Depletion Of Utility Plant
19 Net Amortization of Regulatory Credits/Debits
20 Accretion Expense
21 Total Depreciation and Amortization Expenses 3 - $ - 3 - $ - 3 - $ -
22 Taxes Other Than Income Taxes $ 96,458
23 Income Taxes-State and Local
24 Current
25 Provision for Deferred Income Taxes
26 Total State and Local Income Taxes $ - 8 - 3 - 3 - 3 - 3 -
27 Income Taxes-Federal
28 Current
29 Provision for Deferred Income Taxes
30 Deferred Investment Tax Credit
31 Total Federal Income Taxes 3 - $ - 3 - $ - $ - $ -
32
33 Total Operating Expenses 3 {1.026,240) $ (760,752) § (2,030,000 % (655,731} ¢ {429,973) % 173,444
34
35 Net Operating Income 3 {4,368,213) $ 760,752 $ 2,030,000 $ 655,731 $ 429,973 3 2,498,763




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Summary of Jurisdictional Adjustments to Operating Income
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3
Type of Filing; Original Page 5 of 5
Work Paper Reference No(s).: None Witness Responsible: Craig A. Forestal
Dascription
Line Company Use Test Year
No. _Element of Operating Income Credit Revenue
Schedule Reference C-3.24 C-3.25
(A (8) (<) (D) (E} ] G) {H}
1 OPERATING REVENUES
2 Distribution Revenues $ - 3 2,635,656
3 Other Retail Revenues
4 Other Operating Revenues
5 Total Operating Revenues $ - § 2,635,856
B
7 OPERATING EXPENSES
8 Operation and Maintenance Expenses
9 Production Expense
10 Transmission Expense
11 Distribution Expense
12 Customer Accounts Expenses
13 Customer Service and Information Expense
14 Administrative and General Expense $ 474,610
15 Total Operating and Maintenance Expense $ 474610 & -
16 Depreciation and Amortization Expenses
17 Depreciation
18 Amortization and Depletion Of Utility Plant
19 Net Amortization of Regulatory Credits/Debits
20 Accretion Expense
21 Total Depreciation and Amortization Expenses $ - $ -
22 Taxes Other Than Income Taxes
23 Income Taxes-State and Local
24 Current
25 Provisicn for Deferred Income Taxes
26 Total State and Local Income Taxes $ - 3 -
27 Income Taxes-Federal
28 Current
29 Provision for Deferred Income Taxes
30 Deferred Investment Tax Credit
31 Total Federal Income Taxes 3 - $ -
32
33 Total Operating Expenses b 474610 % -
34
35 Net Operating income 3 (474,610 $ 2,635,856




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjust Federal and State Income Taxes
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-3.1

Schedule C-3.1
Page 1 of 1
Witness Responsible: Stephen A. Allamanno

Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
) (B) (©) (D) (E) F) (G)= (D) * (E)
1 Purpose and Description:
5 Calculate the income tax effect of various C-3
adjustments
3
4 Income Taxes
5 409  Current State and Local Income Tax Expense $ (216,165) 100.00% DIRECT $ (216,165)
6 410-411 Deferred State and Local Income Tax Expense % 24,986 100.00% DIRECT §$ 24,986
7 Total State and Local Income Taxes $ (191,179) 3 (191,179)
8
9 409  Current Federal Income Tax Expense $ (15,984,158) 100.00% DIRECT $ (15,984,158)
10 410-411 Deferred Federal Income Tax Expense $ 2,855,924 100.00% DIRECT $ 2,855,924
11 411 Deferred Investment Tax Credit Expense $ - 100.00% DIRECT $ -
12 Total Federal Income Taxes $ (13,128,234) $ (13,128,234)
13
14 Total Income Tax Expense $ (13,319,413) $ (13,319,413)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Universal Service Fund Rider Revenue and Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.2
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.2 Witness Responsible: Lauren R. Whitehead
Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
A  ® © (D) (E) G (G)=(D)* (E)
1 Purpose and Description:
5 Eliminate Universal Service Fund Rider revenue and
expense from the test year
3
4 Revenue
5 440-446 Sales to Ultimate Customers $ (27,309,700) 100.00% ALLDIST § (27,309,700)
6
7 Expense
8

904  Uncollectible Accounts $ (27,309,700) 100.00% ALLDIST % (27,309,700)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Reconciliation Rider Nonbypassable Revenue
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).. WPC-3.3

Schedule C-3.3
Page 1 of 1
Witness Responsible: Craig A. Forestal

Line Acct. Total Allocation  Allocation Jurisdictional
No. NO. Description Adjustment % Code Amount

(A) (B) (C) (D) (E) (F) (G)=(D)*(E)

1 Purpose and Description:

9 Eliminate Reconciliation Rider Nonbypassable

revenue from the test year

3

4 Revenue

5 440-446 Sales to Ultimate Customers $ (1,888,969) 100.00% ALLDIST $ (1,888,969)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Storm Cost Recovery Rider Revenue and Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.4
Type of Filing: Original ' Page 1 of 1
Work Paper Reference No(s).: WPC-3.4 Witness Responsible: Craig A. Forestal
Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (C) (D) (E) (F) (G)=(D}* (E)
1 Purpose and Description:
2 Eliminate Storm Rider revenue and expense from the
test year
3
4 Revenue
5  440-446 Sales to Ultimate Customers $ (13,182,617) 100.00% ALLDIST $  (13,182,617)
6
7 Expense
8 593  Maintenance of Overhead Lines $ (10,365,747) 100.00% ALLDIST $ (10,365,747)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Energy Efficiency Rider Revenue and Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.5
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.5 Witness Responsible: Craig A. Forestal
Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (C) (D) (E) (F) (G)=(D)* (E)
1 Purpose and Description:
2 Eliminate Energy Efficiency Rider revenue and expense
from the test year
3
4 Revenue
5 440-446 Sales to Ultimate Customers $ (49,321,796) 100.00% ALLDIST $ {(49,321,796)
6
7 Expense
8 580 Operation Supervision and Engineering $ (145,562) 100.00% ALLDIST $ (145,562)
9 907  Supervision $ (2,699,261) 100.00% ALLDIST $ (2,699,261)
10 908 Customer Assistance Expenses $ (6,119,880) 100.00% ALLDIST $ (6,119,880)
11 909 Informational and Instructional Expenses $ (2,157,593) 100.00% ALLDIST $ (2,157,593)
12 910 Misc. Customer Service and Informational Expenses $ (12,681,796) 100.00% ALLDIST $ (12,681,796)
13 920 Administrative and General Salaries $ (4,273) 100.00% ALLDIST $ (4,273}
14 962 Employee Pensions and Benefits $ (90,917) 100.00% ALLDIST $ (90,917)
15 408 Taxes Other Than Income Taxes $ (84,507) 100.00% ALLDIST $ (84,507)
16 Total Expense $ (23,983,790) $ (23,983,789)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Economic Development Discounts and Rider Revenue
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.6
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.6 Witness Responsible: Craig A. Forestal
Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
) (B) ©) ©) (E) F (G)=(D)* (E)
1 Purpose and Description:
2 Eliminate Economic Development Rider revenue
3
4 Revenue
5 440-446 Sales to Ultimate Customers $ 1,171,196 100.00% ALLDIST $ 1,171,196
6 456 Other Electric Revenues $ (1,125,175) 84.66% OTHREV4 $ (952,5673)
$

Total Revenue 46,021 $ 218,623




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Alternative Energy Rider Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.7
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.7 Witness Responsible: Craig A. Forestal
Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (€) (D) (E) (F) (G)=(D)* (E)
1 ‘ Purpose and Description:

Eliminate Alternative Energy Rider expense from
the test year

Expense
920  Administrative and General Salaries
930.2 Miscellaneous General Expenses

481,244  100.00% ALLDIST $ 481,244
(1,266,670) 100.00% ALLDIST $ (1,266,670)

~N oA W N

& P

Total Expense {785,426) $ (785,426)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate State Excise Tax Rider Revenue and Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated

Schedule C-3.8

Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).. WPC-3.8 Witness Responsible: Stephen A. Allamanno, Lauren R. Whitehead
Line Acct. Total Allocation Allocation Jurisdictional

No. No. Description Adjustment % Code Amount
(A) (B) (C) (D) (E) (F) (G)=(D) " (E)
1 Purpose and Description:
2 Eliminate State Excise Tax Rider revenue and
expense from the test year
3
4 Revenue
5 440-446 Sales to Ultimate Customers $ (49,775,497) 100.00% ALLDIST $ (49,775,497)
6
7 Expense
8 408 Taxes Other Than Income Taxes $ (49,785,674) 100.00% ALLDIST $ (49,785,674)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize Property Tax to Reflect Plant In Service on Date Certain
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.9
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.9a Witness Responsible: Stephen A. Allamanno
Line Acct. Total Allocation Allocation  Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (€) (D) (E) (F) (G)= (D) " (E)
1 Purpose and Description:

Adijust property taxes to be calculated based on jurisdictional
plant-in-service as of September 30, 2015

Expense
408 Taxes Other Than Income Taxes $ 1,469816 100.00% ALLDIST $ 1,469,816

ghw N



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize Commercial Activity Tax
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.10
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Stephen A. Allamanno
Line Acct. Total Allocation  Allocation Jurisdictional Schedule
No. No. Description Adjustment % Code Amount Reference
(A) (B) (C) (D) (E) (F) (G)=(D)*(E) (H)
1 Purpose and Description:
2 Adjust Commercial Activity Tax (CAT) to its
jurisdictional portion
3
4 Expense
5 408  Taxes Other Than Income Taxes $ 200,422 100.00% ALLDIST $ 200,422
6
7 Supporting Calculations
8
9 Adjust revenues to include riders that were eliminated from the test year but are subject to CAT that is not recovered through those riders
10
11 Total Adjusted Jurisdictional Operating Revenues $ 217,400,884 100.00% ALLDIST $ 217,400,884 Schedule C-2
12 State Excise Tax Rider $ 49,775,497 100.00% ALLDIST § 49,775,497  Schedule C-3.8
13 Universal Service Fund Rider 3 27,309,700 100.00% ALLDIST § 27,309,700  Schedule C-3.2
14 Total Jurisdictional Revenues $ 294,486,081 100.00% ALLDIST $ 294,486,081
15
16 Commercial Activity Tax Rate 0.2600% 0.2600% Schedule A-2
17
18 Annualized Commercial Activity Tax $ 765,664 100.00% ALLDIST $§ 765,664
19
20 Test Year Commercial Activity Tax $ 565,242 100.00% ALLDIST § 565,242  Schedule C-2.1
21

22 Net Adjustment 5 200,422




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize AES Services Labor, Benefits, and Payroll Tax
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Wark Paper Reference No(s): WPC-3.11

Schedule C-3.11
Page 1 of 1

Witness Responsible: Yvonna K. Steadman

Line Acct Total Allocation Allocation Jurisdictional

No. No. Description Amount % Code Amount
@ (®) © © ) ) @ =0 @

1 Purpose and Description:

2 Annualize AES Services labor, benefits, and payroll tax

3

4 Expense

5 580  Operation Supervision and Engineering $ 26,400 100.28% DIRECT $ 26,474
6 581  Local Dispatching $ - 0.00% DIRECT § -

7 582  Station Expenses % - 0.00% DIRECT § -

8 583  Overhead Line Expenses $ - 0.00% DIRECT § -

9 584  Underground Line Expenses $ - 0.00% DIRECT § -

10 5§85  Street Lighting and Signal Expenses $ - 0.00% DIRECT § -

11 586  Meter Expenses $ - 0.00% DIRECT § -

12 587  Customer Installations Expenses $ - 0.00% DIRECT 3 -

13 5§88 Miscellaneous Distribution Expenses 3 - 0.00% DIRECT § -

14 589 Rents $ - 0.00% DIRECT $ -

15 590  Maintenance Supervision and Engineering $ 18,978 100.00% DIRECT § 18,978
16 591  Maintenance of Structures $ - 0.00% DIRECT § -

17 592  Maintenance of Station Equipment $ - 0.00% DIRECT § -

18 593  Mainlenance of Overhead Lines $ {420) 100.00% DIRECT § (420)
19 594  Maintenance of Underground Lines $ - 0.00% DIRECT § -
20 595 Maintenance of Line Transformers 3 - 0.00% DIRECT % -

21 596 Maintenance of Street Lighting and Signal Systems $ - 0.00% DIRECT % -

22 597  Maintenance of Meters $ - 0.00% DIRECT % -

23 598 Maintenance of Miscellaneous Distribution Plant $ - 0.00% DIRECT § -

24 901  Supenvision 3 - 0.00% DIRECT $ -

25 902 Meter Reading Expenses $ 2,174 100.00% DIRECT § 2,174
26 903 Customer Records and Collection Expenses % 8,890 100.00%  DIRECT 3 6,890
27 905 Miscellaneous Customer Accounts Expenses $ - 0.00% DIRECT % -

28 907  Supenision $ - 0.00% DIRECT % -

29 908  Customer Assistance Expenses $ - 0.00% DIRECT % -

30 909  Informational and Instructional Expenses 3 - 0.00% DIRECT $ -

3 910  Misc. Customer Service and Informational Expenses $ - 0.00% DIRECT $ -

32 920 Administrative and General Safares $ 1,159,768 46.21% DIRECT $ 535,908
33 923  Outside Services Employed $ {2,137} 58.35% DIRECT $ (1,247)
34 935 Maintenance of General Plant $ - 0.00% DIRECT & -

35 Total O&M Expense $ 1,211,653 3 588,757
36

37 4081 Taxes other than income taxes (FICA) 3 123,675 42.86% DIRECT §% 53,006
38 408.1 Taxes other than income taxes (FUTA) $ {1.425) 4561% DIRECT $ (650)
39 408.1 Taxes other than income taxes (SUTA) $ {4,150} 37.13% DIRECT 3 (1.541)
40 Total Tax Expense $ 118,100 $ 50,815
41
42 926 Employee Pension and Benedits {Pension) $ 2,070 -1449% DIRECT § (300)
43 926 Employee Pension and Benefits {401k) $ (406,598) 3545% DIRECT % (144,139)
44 926 Employee Pension and Benefits {Health Benefits) $ 72,546 42.21% DIRECT § 30,621
45 920 Administrative and General Salaries {LTC Expense) ] 46,108 40.27% DIRECT § 18,567
46 Total Benefit Expense 3 (285,874) $ (95.251)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize Test Year Labor and Payroll Taxes
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Qriginal
Work Paper Reference No(s).: WPC-3.12

Schedule C-3.12

Page 1 of 1

Wiiness Responsible: Yvonna K. Steadman

Line Acct. Total Allocation Allocation Jurisdictional
No. No. Descripticn Adjustment % Code Amount

(A) (B) (C) D) (E) (F) {G)=(D)*(E)
1 Purpose and Description:
2 Annualize labor and payroll taxes
3
4 Expense
5 580  Operation Supervision and Engineering 3 49,850 100.00% DIRECT 3 49,850
6 582  Station Expenses $ 17,171 100.00% DIRECT $ 17,171
7 583  Qwerhead Line Expenses $ 19,398 100.00% DIRECT $ 19,398
8 584  Underground Line Expenses $ 7,966 100.00% DIRECT $ 7.966
9 586  Meter Expenses $ 460 100.00% DIRECT $ 460
10 587  Customer Installations Expenses $ 18,678 100.00% DIRECT $ 18,678
11 588  Miscellaneous Distribution Expenses $ 3,908 100.00% DIRECT $ 3,908
12 590  Maintenance Supervision and Engineering $ 153,180 100.00% DIRECT $ 153,180
13 592  Maintenance of Station Equipment $ 211,862 100.00% DIRECT $ 211,862
14 593  Maintenance of Overhead Lines 3 686,116 100.00% DIRECT $ 686,116
15 594 Maintenance of Underground Lines % 3,399 100.00% DIRECT $ 3,399
16 535  Maintenance of Line Transformers $ (701) 100.00% DIRECT $ (701)
17 596  Maintenance of Street Lighting and Signal Systems $ - 0.00% DIRECT $ -
18 597  Maintenance of Meters $ 12,857 100.00% DIRECT $ 12,857
19 598  Maintenance of Miscellaneous Distribution Plant $ 1,780 100.00% DIRECT $ 1,780
20 902  Meter Reading Expenses $ 234,179 100.00%  DIRECT $ 234,179
21 903  Customer Records and Collection Expenses $ 424,220 100.00% DIRECT $ 424,212
22 907  Supervision $ 58,610 100.00% DIRECT $ 58,611
23 908  Customer Assistance Expenses $ 544 48.71% DIRECT $ 265
24 910 Misc. Customer Service and Informational Expenses $ 6,354 89.31% DIRECT $ 5,675
25 920  Administrative and General Salaries $ 260,980 49.24% DIRECT $ 128,519
26 925 Injuries and Damages $ 26,310 100.00% DIRECT $ 26,309
27 926  Employee Pensions and Benefits $ 1,151 100.00% DIRECT $ 1,151
28 935  Maintenance of General Plant $ 21,270 99.92% DIRECT $ 21,253
29 Total O&M Expense $ 2,219,542 $ 2,086,098
30

3 408.1 Taxes other than income taxes (FICA) $ 355,730 43.23% DIRECT $ 153,773
32 408.1 Taxes other than income taxes (FUTA) $ (6,611) 9.62% DIRECT $ {636)
33 408.1 Taxes other than income taxes (SUTA) $ 1,427 13.52% DIRECT _§ 193
34 Total Payroll Taxes $ 347,692 3 152,944




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize Employee Benefits Expense

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated

Schedule C-3.13

Type of Filing: Original Page 1 of 1
Work Paper Reference No(s): WPC-3.13 Witness Responsible: Yvonna K. Steadman, Edward J. Kunz
Line Acct Total Allocation Allocation Jurisdictional
No. No. Description Amount % Code Amount
(A) (B) (C) (D) (E) (F) (G)=({D)*(F)
1 Purpose and Description:
2 Annualize employee benefits expense
3
4 Expense
5 926 Employee Pensions and Benefits (Pension) $ - 0.00% DIRECT $ -
6 926 Employee Pensions and Benefits (OPEB}) $ - 0.00% DIRECT $ -
7 926 Employee Pensions and Benefits (401k) $ 101,107  44.10% DIRECT $ 44,590
8 926 Employee Pensions and Benefits (Health Benefits) $ 778,353 4.64% DIRECT $ 36,077
9 920 Administrative and General Salaries (LTC) $ 20,710  34.22% DIRECT $ 7,086
10 Total Expense $ 900,170 $ 87,753




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Annualize Depreciation Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-2.1 and WPC-3.14

Schedule C-3.14
Page 1 of 1

Witness Responsible; Don Rennix

Line  Acct Total Allocation  Allocation Jurisdictional
No. No. Description Amount % Code Amount
(A} ) (Cy D) {€) F Gy=(D)y* (B
1 Purpose and Description:
2 Annualize depreciation expense with proposed deprediation rates
3
4 Expense
5 403 Distribution Plant Depreciation $ (2,826,409) 113.34% DIRECT $ (3,203 ,424)
B 403 General Plant Depreciation 3 (33.941) 99.56% DIRECT § (33,790)
7 403  Intangible Plant Amortization 3 179,775 51.57% DIRECT _§ (92,717)
8 Total Expense 3 (3,040,125) 3 (3.329,931)
<]
10 Supporiing Calculations
11
12 Adjust test year depreciation expense to current annual expense by applying current depreciation rates to date certain balance
13
14 Test Year Depreciation of Distribution Plant
15 Current Annual Expense per WPC-3.14 5 53,275,339 93.29% DIRECT § 49,700,849
16 Test Year Depreciation Expense per WPC-2.1 $ 53,026,497 93.29% DIRECT ¢ 50,308,318
17 Increase / {Decrease) in Test Year Depreciation Expense 5 (651,158) $ (607,469)
18
19 Test Year Depreciation of General Plant
20 Current Annual Expense per WPC-3,14 5 973,232 98.22% DIRECT $ 955,879
21 Test Year Depreciation Expense per WPC-2.1 5 1,030,201 98.22% DIRECT § 1,011,832
22 Increase / (Decrease) in Test Year Depreciation Expense 3 (56,969) 3 (55,953)
23
24 Test Year Amortization of Intangible Plant
25 Current Annual Expense per WPC-3.14 3 8,133,626 51.57% DIRECT $ 4,194,840
26 Test Year Amortization Expense per WPC-2.1 $ 8,313.401 51.57% DIRECT % 4,287,557
27 Increase / (Decrease) in Test Year Amorlization Expense $ {179,775} $ (92.717)
28
29  Adjust current annual depreciation expense to proposed annual expense by applying proposed depreciation rates to date certain balance
30
3 Annual Depreciation of Distribution Plant per Work paper C-3.14
32 Annual Expense with Proposed New Rates 3 51,100,088 92.18% DIRECT % 47,104,894
33 Current Annual Expense 3 53,275,339 93.29% DIRECT _§ 49,700,849
34 increase / (Decrease) in Annual Depreciation Expense 3 (2,175,251) $ (2.595,955)
35 :
36 Annual Depreciation of General Plant per Work paper G-3.14
37 Annual Expense with Proposed New Rates 5 996,260 98.17% DIRECT % 978,042
38 Current Annual Expense 3 973,232 98.22% DIRECT _§ 955.879
39 Increase / (Decrease) in Annual Depreciation Expense $ 23,028 3 22,163
40
41 Annual Amortization of Intangible Plant per Work paper C-3.14
42 Annual Expense with Proposed New Rates $ 8,133,626 51.57% DIRECT & 4,194,840
43 Current Annual Expense 3 8,133,626 51.57% DIRECT § 4,194,840
44 Increase / (Decrease) in Annual Amortization Expense $ - g -



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Include Interest on Customer Service Deposits

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s): None

Schedule C-3.15
Page 1 of 1
Witness Responsible: Claire E. Hale

Line  Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A (B) (C) (D) (E) (F) (G)=(D)* (E)
1 Purpose and Description:
Include customer deposit interest expense as the
2 statutory rate applied to the date certain balance of
customer deposits
3
4 Expense
5 431 Interest On Customer Service Deposits $ 112,295 100.00% ALLDIST § 112,295
6
7 Supporting Calculations
8
9 Date Certain Deposits $ 36,200,945 10.34% CUSTDPST $ 3,743,178
10 Statutory Interest Rate 3%
11 Interest on Customer Deposits $ 112,295



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Include Rate Case Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.16
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Claire E. Hale
Line Acct. Total Allocation  Aliocation Jurisdicticnal
No. No. Description Amount Y% Code Amount
(A) (B) (C) (D) (B) (F) (G)=(D) " (E)
1 Purpose and Description:

Include the estimated cost of presenting utility cases as
reflected on Schedule C-8, amortized over a two-year period

Expense
928 Regulatory Commission Expenses $ 4,917,606 100.00% ALLDIST $ 4,917,600

bk w N



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Uncollectible Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).. WPC-3.17

Schedule C-3.17
Page 1 of 1
Witness Responsible: Tyler A. Teuscher

Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount

(A) (B) (C) (D) (E) (F) G)=D)*(E)

1 Purpose and Description:

2 Eliminate uncollectible expense from the test year

3

4 Expense

5 904 Uncollectible Accounts Expense $ (3,643,913) 100.00% ALLDIST §% (3,643,913)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Wright Patterson Non-Jurisdictional Revenues and Expenses

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-3,18

Schedule C-3.18

Page 1 of 1

Witness Responsible: Craig A. Forestal

Line Acct. Total Allocation Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (C) (D} (E) (F) (G)=(D)* (E)
1 Purpose and Description:
2 Eliminate Wright Patterson nen-jurisdictional
revenues and expenses
3
4 Revenue
5 456  Other Electric Revenues $ (5,394,453) 100.00% ALLDIST $ {5,394,453)
6
7 Expense
8 580  Supervisory - Elect. Dist. $ (348,904) 100.00% ALLDIST § {348,904)
9 582  Station Expenses $ (225,155) 100.00% ALLDIST § {225,155)
10 583  Overhead Lines Expense $ (224) 100.00% ALLDIST § (224)
11 584  Underground Lines $ (89,419) 100.00% ALLDIST §$ (89,419)
12 592  Misc. Station Equipment $ (85,192) 100.00% ALLDIST § (85,192)
13 593  Maintenance of Overhead Lines $ (214,628) 100.00% ALLDIST §$ (214,628)
14 920  Administrative and General Salaries $ (18,730) 34.23%  A&G1 $ (6,411)
15 921  Office Supplies and Expenses $ (27,658) 48.54%  A&G2 $ (13,425)
16 922  Administrative Expenses Transferred - Cr. $ 3,469 42.81%  A8&G3 $ 1,485
17 923  OQutside Services Employed $ (16,048) 4551% A8&G4 § (7,304)
18 924  Property Insurance 3 (396) 2454%  A&G5 3 9N
19 925  Injuries and Damages 3 (4,956) 23.05% A&GB6 § (1,142)
20 926 Employee Pensions & Benefits $ {43,926) 57.91% A&G7 § (25,438)
21 928 Regulatory Commission Expenses $ (56,722) 100.00% ALLDIST § (5,722)
22 930.2 Miscellaneous General Expenses $ (6,838) 39.64% A&G11 § (2,711)
23 931 Rents $ {(35) 5.71% A&G12 § (27)
24 935 Maintenance of General Plant 3 (2,600) 74.08% GPMAINT § (1,926)
25 Total Expense ' 3 (1,086,965) $ {1,026,240)

! Depreciation has been removed on Schedule C-3.14




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate General Advertising Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated

Type of Filing: Original
Work Paper Reference No(s).: None

Schedule C-3.19
Page 1 of 1
Witness Responsible: Craig A. Forestal

Line  Acct. Total Aliocation Allocation  Jurisdictional
No. No. Description Adjustment % Code Amount

(A) (B} (C) (D) (E) (F) (G)=(D)*(E)

1 Purpose and Description:

2 Eliminate general advertising expense from the

test year

3

4 Expense

5 930.1 General Advertising Expenses $ (1,504,355) 50.57% A&G10 § (760,752)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate PUCO Approved Payments Funded by Shareholders
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).. WPC-3.20

Schedule C-3.20
Page 1 of 1
Witness Responsible: Craig A. Forestal

Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount

(A) (8) (C) (D) (E) (F) (G)=(D)* (E)

1 Purpose and Description:

2 Remove amortization of payments funded by shareholders

from the test year

3

4 Expense

5 928 Regulatory Commission Expenses (2,030,000) 100.00% ALLDIST § (2,030,000)



The Dayton Power and Light Company
Case No. 15-1830-EL--AIR

Miscellaneous Expense Adjustments

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).. None

Schedule C-3.21

Page 1 of 1

Witness Responsible: Craig A. Forestal

Line Acct. Total Allocation Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
@ ® ) (D) E) ) G =0D)* €
1 Purpose and Description:
Adjust for miscellaneous run-rate and out-of-period
2 items and eliminate certain non-jurisdictional expenses
from the test year
3
4 Expense
5 580 Operation Supervision and Engineering $ 200 100.00%  DIRECT $ 200
6 590 Maintenance Supervision and Engineering $ (5,591) 100.00%  DIRECT $ (6,591)
7 593 Maintenance of Overhead Lines $ (429) 100.00% DIRECT $ (429)
8 921  Office Supplies and Expenses $ (84,252) 37.82%  DIRECT $ (31,867)
9 923 Outside Services Employed $ (187,016) 41.25% DIRECT $ (77,139)
10 924  Property Insurance $ (769,955) 95.97% DIRECT $ (729,329)
11 930.2 Miscellaneous General Expenses $ (14,379) 39.63%  DIRECT 3 (5,698)
12 935 Maintenance of General Plant $ 194,122 100.00%  DIRECT $ 194,122
13 Total Expense $ (857,301) $ (655,731)




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Major Storm Expenses
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.22
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-3.22 Witness Responsible: Claire E. Hale
Line Acct. Total Allocation Allocation  Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (C) (D) (E) (F) (G)=D)* (E)
1 Purpose and Description:
2 Eliminate major storm expenses from the test year
3
4 Expense
5 593  Maintenance of Overhead Lines $ (429,973) 100.00% ALLDIST $ (429,973)



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Eliminate Unbilled Revenue and Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original

Work Paper Reference No(s).: WPC-3.2

Schedule C-3.23
Page 1 of 1

Witness Responsible: Lauren R. Whitehead, Craig A. Forestal

Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount
(A) (B) (C) (D) (E) (F) (G)=(D)* (E)
1 Purpose and Description:
2 Eliminate unbilled revenue and expense from the
test year
3
4 Revenue
5 440-446 Sales to Ultimate Customers $ 4,592,525 58.19% DIRECT $ 2,672,207
6
7 Expense
8 580  Operation Supervision and Engineering $ 13,299 100.00% ALLDIST § 13,299
9 907  Supervision $ 175,103  100.00% ALLDIST § 175,103
10 908 Customer Assistance Expenses $ (78,033) 100.00% ALLDIST § (78,033)
11 909 Informational and Instructional Expenses $ (61,710)  100.00% ALLDIST § (61,710)
12 910 Misc. Customer Service and Informational Expenses $ 35,217 100.00% ALLDIST $ 35,217
13 920 Administrative and General Salaries $ (15,704)  100.00% ALLDIST § (15,704)
14 926 Employee Pensions and Benefits $ 8,347 100.00% ALLDIST  § 8,347
15 930.2 Miscellaneous General Expenses $ 467 100.00% ALLDIST $ 467
16 408 Payrall Taxes $ 2,525  100.00% ALLDIST % 2,525
17 408 State Excise Taxes $ 93,933 100.00% ALLDIST  § 93,933
Total Expense $ 173,444 3 173,444




The Dayton Power and Light Company
Case No. 15-1830-EL.-AIR

Eliminate Company Use Credit

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated

Type of Filing: Original
Work Paper Reference No(s).: WPC-3.24

Schedule C-3.24
Page 1 of 1
Witness Responsible: Claire E. Hale

Line Acct. Total Allocation  Allocation Jurisdictional
No. No. Description Adjustment % Code Amount

(A) (B) (C) (D) (E) (F) (G)=(D)* (F)

1 Purpose and Description:

2 Eliminate company use credit from test year

3

4 Revenue

5 929 Duplicate Charges $ 1,167,552 40.65% A&GY $ 474,610



The Dayton Power and Light Company
Case No. 15-1830-EL.-AIR

Adjust Test Year Revenues
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-3.25

Type of Filing: Original Page 1 of 1

Work Paper Reference No(s).: None Witness Responsible: Robert J. Adams
Line Acct. Total Allocation Allocation Jurisdictional
No. No. Description Adjustment % Code Amount

(A) (B) (C) (D) (E) (F) (G)=(D)*(E)

—

Purpose and Description:
Adjust test year jurisdictional revenues to equal

2 calculated amount on Sch. E-4

3

4 Revenue

5 440-446 Sales to Ultimate Customers $ 2,635,856 100.00% ALLDIST $ 2,635,856
6

7 Supporting Calculations

8

9 Projected & Actual Revenues in Test Year $ 209,651,344
10 Calculated Revenues for Test Year $ 212,287,200
11 Adjustment to Test Year Revenue $ 2,635,856



Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Criginal
Work Paper Reference No(s).: WPC-3.1, WPC-4

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjusted Jurisdictional Income Taxes
For the Twelve Months Ended May 31, 2016

Schedule C-4

Page 1 0of 2

Witness Responsible: Stephen A. Allamanno

At Current Rates

At Proposed Rates

Line Unadjusted Schedule C-3

No. Description Jurisdictional Adjustments Adiusted Adjustments Proforma

GV (B) (C} (D) (E)=(©C)+{D) {F) (G)=(E) +(F)
1 Qperating Income Before State & Local Income Taxes $ 33,651,267 $ (27.458,779) $ 6,192,488 $ ©65600,719 $ 71,793,207
2
3 Current State & Local Income Tax Expense $ 144,630 $ {(216,165) $ {71,535) 3 309,045 $ 237,510
4
5 Operating Income Before Federal Income Taxes $ 33,506,837 $  (27.242.614) $ 6,264,023 $ 65291674 $ 71,555,697
6
7 Reconciling ltems:
8 Interest Charges $ (7,021,928) $  (10,266,625) $ (17,288,553) $ - $ (17,288,553)
9

10 Schedule M Recongiling ltems:

11 Tax Accelerated Depreciation $ 31,066,838 $ - $ 31,066,838 $ - $ 31,066,838
12 Book Depreciation $ 55,607,708 $  (3,329,931) § B2277777 $ - $  B2277777
13 Excess of Book Over Tax Depreciation $ 24,540,870 $  (3.329,931) $ 21,210,939 3 - $ 21210939
14

15 Other Reconciling items $  (20,469,804) 3 (4,829,852) $ (25,299,657) $ - $ (25,299,657)
16

17  Total Schedule M Reconciling Items $ 4,071,065 $ (8,159,783) $ (4,088,718) $ - $ (4,088,718)
18

19 Federal Taxable Income $ 30,555,774 $ (45669,023) $ (15,113,249) $ 65,291,674 $ 50,178,425
20

21 Federal, State, Local Income Taxes

22 Federal @ 35% Statutory Rate

23 State & Local @ Various Effective Tax Rates



Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-3.1, WPC-4

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Adjusted Jurisdictional Income Taxes

For the Twelve Months Ended May 31, 2016

Schedule C-4
Page 2 of 2

Witness Responsible: Stephen A. Allamanno

At Current Rates At Proposed Rates

Line Unadjusted Schedule C-3 Proforma

No. Description Jurisdictional Adjustments Adjusted Adjustments Proforma

(A} B) (©) (D) (By=(C)+ (D) F) (G)y=(E) + (F}
1 Current Federal Income Tax @ Statutory Rates $ 10,694,521 $  (15,984,158) $ {5,289,637) $ 22,852,086 $ 17,562,449
2 Adjustments $ - $ - $ - $ - % -
3
4 Current Federal Income Tax Expense 3 10,694,521 $  (15,984,158) $ (5,289,637) 22,852,086 $ 17,562,449
5]
6 Deferred Income Tax Expense (Net):
7 Depreciation Related $ {8,589,304) 3 1,165,476 $ (7,423,828) $ - $  (7.423,828)
8 Excess DFIT Reversal - Depreciation $ (1,089,030) $ - 3 {1,089,030) $ - 3 (1,089,030}
9 Other Temporary Differences $ 7,226,834 $ 1,690,448 $ 8,917,282 $ - $ 8,917,282
10

11 Total Deferred Federal Income Taxes (Net) 3 (2,451,500) $ 2,855,924 $ 404,424 $ - $ 404,424
12

13  Amortization of Deferred Investment Tax Credits $ (169,278) 3 - $ (169,278) $ - 3 (169,278}
14

15 Total Federal Income Tax Expense $ 8,073,743 $  (13,128,234) $ (5,054,491) § 22,852,086 $ 17,797,595
16

17  Current State & Local Income Tax Expense $ 144,630 $ (216,165) $ {71,535) $ 309,045 % 237,510
18  Deferred State & Local Income Tax Expense $ {11,925) $ 24,986 $ 13,061 $ - $ 13,061
19

20 Total State & Local Income Tax Expense $ 132,705 $ {191,179) $ (58,474) $ 309,045 $ 250,571
21

22 Total Income Tax Expense $ 8,206,448 $  (13,319413) $ (5,112,965) $ 23,161,131 % 18,048,166




The Dayten Power and Light Company
Case No. 15-1830-EL-AIR

Development of Jurisdictional Income Taxes
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-4.1

Schedule C-4.1
Page 1 of 2

Witness Responsible: Stephen A. Allamanno

Line Total Allocation Unadjusted
No. Description Test Year % Jurisdictional
(A (B) (9 ©) EY=(C)* (D)

1 Operating Incorme Before State & Local Taxes $ 137,852,880 Various $ 33,651,267

2

3 Current State & Local Income Tax Expense $ 670,591 Various 3 144,630

4

5 Operating Income Bsfore Federal Income Taxes $ 137,182,089 $ 33,506,637

6

7 Reconciling Items:

8 Interest Charges $ (27,829,379 DIRECT $  (7,021,928)
9

10  Schedule M Reconciling ltems:

11 Tax Accelerated Depreciation $ 87,122,993 DIRECT $ 31,066,838

12 Book Depreciation $ 134,966,186 DIRECT $ 55607708

13 Excess of Book Qver Tax Depreciation $ 47,843,193 $ 24,540,870

14

15 Other Reconciling ltems $  (15,521,022) Various $ (20,469,804)
16

17  Total Schedule M Reconciling ltems $ 32,322 170 $ 4,071,065

18

19 Federal Taxable Income $ 141,674,880 $ 30,555,774




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Development of Jurisdictional Income Taxes
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-4.1

Schedule C-4.1
Page 2 of 2

Witness Responsible: Stephen A. Allamanno

Line Total Allocation Unadjusted
No. Description Utility % Jurisdictional
") (B) € (D} EY=C)* D)
1 Federal, State, Local Income Taxes:
2 Federal @ 35% Statutory Rate
3 State & Local @ Various Effective Tax Rates
4
5 Current Federal Income Tax @ Statutory Rate $ 49,586,208 $ 10,694,521
6 True-up and Prior Period Adjustments $ (3,409,407) NONDIST $ -
7
8 Current Federal Income Tax Expense $ 46,176,801 $ 10,694,521
9
10 Deferred Income Tax Expense (Net):
11 Depreciation Related $  (16,745,118) DIRECT $ (8,589,304)
12 Excess DFIT Reversal - Depreciation $ (2,316,105) DIRECT $ (1,089,030}
13 Other Temporary Differences $ {107,623) Various $ 7,226,834
14
15 Total Deferred Federal Income Taxes (Net) 3 (19,168,846) $ (2,451,500}
16
17 Amortization of Deferred Investment Tax Credits $ (2,392,624) DIRECT $ (169,278)
18
19 Total Federal Income Tax Expense $ 24615131 $ 8,073,743
20
21 Current State & Local income Tax Expense $ 670,590 Various $ 144,630
22  Deferred State & Local Income Tax Expense $ (106,663) Various $ (11,925)
23
24 Total State & Local Income Tax Expense $ 563,927 $ 132,705
25
26  Total Income Tax Expense $ 25,179,058 $ 8,206,448




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Social and Service Club Dues
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated Schedule C-5
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Claire E. Hale
Line Acct. Total Allocation Allocation
No. No. Description Utility % Code Jurisdictional
(A) (B) (C) (D) (E) (F) (G)=(D)*(E)

No social or service club dues are included in the test year operating expenses.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Charitable Contributions
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Fiting: Original
Work Paper Reference No(s).: None

Schedule C-6
Page 1 of 1
Witness Responsible: Claire E. Hale

Line Acct. Total Allocation Allocation
No. No. Description Utility % Code Jurisdictional
(A) (B) (C) (D) (E) (F) (G)=(D)" (E)

No Charitable contributions are included in the test year operating expenses.



The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Customer Service and Informational, Sales, and General Expense

For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: WPC-7

Schedule C-7
Page 1 of 1

Witness Responsible: Kurt A. Tornquist, Emily W. Rabb

Line Acct. Total
No. No. Description Labor Non-Labor Unadjusted
(A) (B) © ) (E) (F=0D)+E)
1 CUSTOMER SERVICE AND INFORMATIONAL EXPENSES
(25 907  Supervision $ 631,034 $ 1,834,513 $ 2,465,547
g 908  Customer Assistance $ 5,824 3 6,196,839 $ 6,202,663
? 909 Informational and Instructional Expenses $ - $ 2,270,531 $ 2,270,531
g 910  Miscellaneous Customer Service and Informational Exp. $ 81,534 3 12,573,498 $ 12,655,032
1? Total Customer Service and Informational Expenses $ 718,392 $ 22,875,381 $ 23,593,774
:Ilg SALES EXPENSES
1; 911 Supervision $ - $ - $ -
1? 912  Demonstrating and Selling Expenses $ - $ - $ -
:g 913  Advertising Expenses $ - $ - $ -
3(1) 916  Miscellaneous Selling Expenses $ - 3 - $ -
gg Total Sales Expenses $ - $ - $ -
24
25 GENERAL EXPENSES
;g 930.1 General Advertising Expenses $ - $ - $ -
gg 930.2 General Miscellaneous Expenses $ - $ 4,800,603 $ 4,800,603
2(1) Total General Expenses $ - $ 4,800,603 $ 4,800,603




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Rate Case Expense
For the Twelve Months Ended May 31, 2016

Data: 4 Months Actual & § Months Estimated Schedule C-8
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Claire E. Hale

Comparison of Projected Expenses Associated with the Current Case to Prior Rate Cases

Line Current Case 91-414-EL-AIR 82-517-EL-AIR Justification of
No. Desgription Estimate Actual’ Estimate Actual Estimate Significant Change
0y {B) C} (D) ©® ) (@) )
Distribution Rate Case
1 Legal $ 4,016,202 $ 967,125 $ 605,944 $ 435,000
2 Accounting $ 833,094
3 Rate of Return Studies $ 71,000 $ 25,000 $ 35,000 $ 40,000
4 Costof Service Studies $ 125,000 $ 20,000
5 Other Major Rate Case Expenses
6 CWIP $ - $ 34,174
7 Loss Study $ 39,816
8 Lead/Lag Study $ 241,000 3 6,750
9 Load Research $ 130,009
10 Depreciation Study $ 86,855 $ 3,640 $ - 3 -
11 Postage & Printing 3 13,065 $ 30,000 $ 5,889 $ 5,000
12 Zimmer Testimony $ 140,000
13 Mediation 3 49,070
14 Computer Time $ 5,903 $ 15,000
15 Hearing Costs 3 44,625 $ 7,299 $ 14,000
16 Miscellaneous $ 2,250 3 2,260 3 2,000
17 Total $ 5,556,040 - 3 1,268,460 3 696,469 3 531,000
18
19  Electric Security Plan 12-426-EL-S80
20 Legal $ 1,979,280 $ 2,460,080
21 Consultants $ 2,296,273 $ 1,537,117
22 Printing $ 3,619 $ 8,463
23 Total 3 4,279,171 $ 4,005,660
Schedule of Rate Case Expense Amortization
Authorized Amount Expenses Included
Line Total Expense Opinion/Order Amortization Amortized/ In Unadjusted
No. Description to be Amortized Date Period’ Expensed to Dale' _ Test Year Expense
) (B) © (O} @) () @)
1 Current (Estimated) $ 5,556,040 $ -
2
3 Most Recent' $ - 22-Jan-92 -
4
5  Next Most Recent $ 696,469 27-Apr-83 -
3 z

'DP&.L does not have the Information available
Note: See Schedule C-3.16 for adjustment related to rate case expense



Data: 4 Months Actual & 8 Months Estimated

Type of Filing: Criginal
Work Paper Reference No(s).: WPC-9, WPC-9.1, WPC-9.1a, WPC-9.1b, WPC-3.12, WPC-3.13

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Operation & Maintenance Payroll Costs of DP&L Employees
For the Twelve Months Ended May 31, 2016

Schedule C-9
Page 1 of 1

Witness Responsible: Yvonna K. Steadman, Edward J. Kunz

Operation and Maintenance Expense

Total
Line Company Allocation Allocation Jurisdictional Jurisdictional
No. Description Unadjusted % Code Unadjusted Adjustments Adjusted
(A) B} (C) (D} E) (F)={C)~ (D) (G) (H) = (F) + (G}
1 Payroll Costs:
2  Labor 3 82,332,829 32.00% DIRECT $ 26,349,229 $ 2,086,098 $ 28,435,327
3
4  Employee Benefits
5 Pension $ 7,948,499 47.20% DIRECT 3 3,752,084 $ - $ 3,752,064
6 OPEB 3 100,104 -21.83% DIRECT $ (21,852) $ - $ (21,852)
7 Savings Plan Contribution $ 1,916,600 32.18% DIRECT $ 616,826 $ 44,590 $ 661,416
8 Health Benefits $ 12,346,659 34.55% DIRECT 3 4,266,378 $ 36,077 $ 4,302,455
9 Long-Term Compensation $ 419,441 34.24% DIRECT $ 143,605 $ 7,086 $ 150,691
10 Total Benefits $ 22,731,303 3 8,757,021 $ 87,753 $ 8,844,774
11
12
13 Payroll Taxes:
14 FICA $ 5,863,843 26.33% DIRECT $ 1,543,760 $ 163,773 $ 1,697,533
15 Federal Unemployment $ 171,173 24.08% DIRECT $ 41,212 $ (636) $ 40,576
16 State Unemployment $ 27,799 24.08% DIRECT $ 6,695 $ {193} $ 6,502
17 Total Payroll Taxes 3 6,062,815 $ 1,591,667 $ 152,944 $ 1,744,611
18
19  Total Payroll Costs $ 111,126,947 $ 36,697,917 3 2,326,795 $ 39,024,712




Data: 4 Months Actual & 8 Months Estimated

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Total Company Payroll Analysis

By Employee Classifications / Payroll Distribution
For the Twelve Months Ending May 31, 2016 and Calendar Years 2010 through 2014

Schedute C-9.1

Type of Filing: Original Page 10of 3
Work Paper Reference No(s).. WPC-9.1, WPC-9.1a, WPC-9.1bh, WPC-9.1¢ Witness Responsible; Yvonna K. Steadman, Edward J. Kunz
Line Most Recent Five Calendar Years Test
No. Description 2010 2011 2012 2013 2014 Year
A) ®) © (D) (E) {F) G) (H)
1 Manhours
2 Straight - Time Hours 3,005,089 2,870,020 2,898,880 2,802,687 2,304,913 2,557,703
3 Overtime Hours 439,059 497,215 427,668 401,399 393,896 459,950
4 Total Manhours 3,534,148 3,467,235 3,326,548 3,203,986 2,698,809 3,017,654
5 Ratio of Overtime Hours to Straight - Time Hours 14.19% 18.74% 14.75% 14.32% 17.08% 17.98%
6
7 Labor Dollars
8  Straight - Time Dollars $ 90398737 § 94982747 $ 95129684 § 93,112,724 § 68835649 $ 76,960,248
9 Qvertime Dollars $ 18515882 $ 22282026 § 20495704 § 19,653,170 § 20215708 $  22,865394
10  Employee Incentive Costs $ 12693435 % 9,287,185 § 9,369,518 § 13,923,996 & 5,052,300 b 7,539,896
11 Total Labor Dollars $ 121607854 § 126,551,958 § 124994906 $ 126,689,889 3 94,103,658 b 107,365,538
12 Ratio of Overtime Dollars to Straight - Time Dollars 20.48% 23.46% 21.55% 21.11% 29.37% 29.71%
13
14 Q&M Labor Dollars $ 100457238 §$ 102,840,694 § 102270049 $§ 105641252 § 73,713,018 $ 82,332,829
15 Ratio of O&M Labor Dollars to Total Labor Dollars 82.36% 81.26% 81.82% 83.39% 78.33% 76.68%
16
17 Employee Benefits:
18 Penston $ 7924658 § 7,116,470 & 11,546,519 & 8482209 § 6246974 § 10,516,019
19 CPEB 3 (74.878) § (160,333} & (118,514) § 185,993 § 90,125 § 125,806
20 Savings Plan Contribution $ 79,278 $ 81,883 $ 2,982,824 $ 2,814,170 3 1,956,737 $ 2,409,529
Pyl Health Benefits $ 29627632 & 18,941,006 $ 17,930,765 $§ 20,920,074 § 12343842 § 15025743
22 Long-Term Compensation 8 3,624,661 3 7,740,360 B 194,523 860,560 913913 % 527,322
23 Total Employee Benefits § 41,181,358 § 33719386 % 32,536,117 1 33,263,006 _§ 21,551,580 _$  29.504.469
24  Employee Benefits Expensed $ 34511220 $ 25954808 § 28017631 $ 28542273 $ 15591204 $ 22,731,303
25 Ratio of Employee Benefits Expensed tc Total Benefits 83.80% 76.97% 86.11% 85.81% 72.34% 77.04%
26
27  Total FICA Taxes $ 8,712,773  $ 9.251,409 % 8,627,364 % 8,722,380 % 7122525 % 7,320,498
28 FICA Taxes Expensed $ 7,308,792 $ 7,620,777 $ 7,036,612 $ 7,097,951 $ 5,723,287 $ 5,863,843
29  Ratio of FICA Taxes Expensed to Total FICA 83.89% 82.37% 81.56% 81.38% 80.35% 80.10%
30
31 Total Federal Unemployment Taxes $ 92,909 % 89,881 $ 99,137 % 127546 % 146,880 3 215,651
32  Federal Unemployment Taxes Expensed $ 77,407 % 738679 % 81,516 % 104,432 § 122,740 % 171,173
33 Ratio of FUT Expensed to Total FUT 83.31% 81.97% 82.23% 81.88% 83.56% 79.38%
34
35 Total State Unemployment Taxes $ 73954 § 101,842 % 96,451 3 39,933 % 33322 % 35,930
36 State Unemployment Taxes Expensed $ 61,206 % 84,159 % 79,067 % 31,33 % 15160 § 27,799
37 Ratio of SUT Expensed to Total SUT 82.76% 82.64% 81.98% 78.47% 45.50% 77.37%
38
39 Average Employes Levels 1,548 1,520 1,499 1,454 1,210 1,223
40  Year End Employee Levels 1,503 1,526 1,486 1,427 1,182 1,237




The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Dayton Power & Light - Unicn
By Employee Classifications / Payroll Distribution
For the Twelve Months Ending May 31, 2016 and Calendar Years 2010 through 2014

Data: 4 Months Actual & 8 Months Estimated Schedule C-9.1
Type of Filing: Original Page 2 of 3
Work Paper Reference No(s).: WPC-9.1, WPC-9.1a, WPC-9.1b, WPC-9.1¢c Witness Responsible: Yvonna K. Steadman, Edward J. Kunz
Line Most Recent Five Calendar Years Test
No. Description 2010 2011 2012 2013 2014 Year
(A) (B) (C) (8] B 3] (G) {H)
1 Manhours
2 Straight - Time Hours 1,753,807 1,677,881 1,654,910 1,626,188 1,553,434 1,621,912
3 Overtime Hours 430,834 488,886 422,335 396,943 391,956 459,934
4  Total Manhours 2,184,641 2,166,767 2,077,245 2,023,131 1,945,390 2,081,847
5  Ratio of Overtime Hours to Straight - Time Hours 24.57% 29.14% 25.52% 24.41% 25.23% 28.36%
6
7  Labor Dollars
8  Straight - Time Dollars $ 45692924 $§ 44,896,009 $ 46837483 $ 4731007 $ 43,796,716 $ 46,675,361
9 Overtime Dollars $ 18223488 $ 21,986964 § 20314496 § 19488665 $ 20135146 § 22,865,059
10  Employee Incentive Costs b 2,714,690  § 4,354,690 § 2,793,427 % 2,699,717 4 4,234,901 3,333,517
11 Total Labor Dollars $ 66631102 § 71237663 2§ 69945406 § 69,509,388 68,166,763 72,873,937
12 Ratio of Overtima Dollars to Straight - Time Dollars 39.88% 48.97% 43.37% 41.18% 45.97% 48.99%
13
14 O&M Labor Dollars $ 53081048 § 52989247 § 54,821,102 § 56,190,970 $ 52,006473 $ 54,262,958
16  Ratio of O&M Labor Dollars to Total Labor Dollars 79.66% 74.38% 78.38% 80.84% 76.29% 74.46%
16
17 Total Employee Benefits NIA N/A NIA NA NIA NIA
18  Employee Benefits Expensed N/& N/A NiA N/A N/A NIA
19  Ratio of Employee Benefits Expensed to Total Benefits N/A NIA, NIA N/A N/A NIA
20
21  Total Payroll Taxes NIA NIA, NIA N/A N/A NIA
22 Payroll Taxes Expensed NIA N/A N/A N/A NIA NIA
23 Ratio of Payroll Taxes Expensed to Total Payroll Taxes N/iA N/A NIA NIA N/A N/A
24
25 Average Employee Levels 837 806 787 767 734 741

26 Year End Employee Levels 798 808 778 758 719 745


http://-z.-z.-z

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original

Work Paper Reference No(s).: WPC-9.1, WPC-9.1a, WPC-9.1b, WPC-9.1¢c

The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Dayton Power & Light - Non-Union
By Employee Classifications / Payroll Distribution
For the Twelve Months Ending May 31, 2016 and Calendar Years 2010 through 2014

Schedule C-8.1
Page 30f 3
Witness Responsible: Yvonna K. Steadman, Edward J. Kunz

Line Most Recent Five Calendar Years Test

No, Description 2010 2011 2012 2013 2014 Year

(A) (B) (C) (%] (E) {F) G) (H}
1 Manhours
2 Straight - Time Hours 1,341,282 1,292,139 1,243,970 1,176,399 751,479 935,791
3 Overtime Hours 8,225 8,329 5,333 4,456 1,940 16
4 Total Manhours 1,349,607 1,300,468 1,249,303 1,180,855 753,419 935,807
5  Ratio of Overtime Hours to Straight - Time Hours 0.61% 0.64% 0.43% 0.38% 0.26% 0.00%
8
7  Labor Dollars
8  Straight - Time Dollars § 44705813 § 50,086,738 § 48292201 $ 45791717 § 25,038,933 § 30,284,887
9  Overtime Dollars $ 292,194 § 205062 § 181,208 § 164,505  § 80,562 % 335
10 Employee Incentive Costs $ 0,978,745 4,932,495 $ 6,576,091 $ 11,224,279 b 817,399 $ 4,206,379
11 Total Labor Dollars $ 54,976,752 b 55314205 § 55049500 $ 57,180,500 } 25936895 § 34,491,601
12 Ratio of Overtime Dollars to Straight - Time Dollars 0.65% 0.59% 0.38% 0.36% 0.32% 0.00%
13

14 Q&M Labor Dollars $ 47,076,191 $ 49,851,447 $ 47 448,947 $ 49,450,281 § 21,706,546 $ 28,089,871
15 Ratio of O&M Labor Doltars to Total Labor Dollars 85.63% 90.12% 86.19% 86.48% 83.69% 81.38%
16

17  Total Employee Benefits N/A N/A NIA N/A N/A NiA

18  Employee Benefits Expensed N/A N/A N/A N/A NfA NIA

19 Ratio of Employee Benefits Expensed to Total Benefits N/A NIA NIA N/A NIA NIA

20

21 Total Payroll Taxes N/A NIA N/A N/A N/A NIA

22  Payroll Taxes Expensed N/A N/A NIA N/A NIA N/A

23  Ratio of Payroll Taxes Expensed to Total Payroll Taxes N/A N/A NIA NiA N/A N/A

24

25  Average Employee Levels 711 714 712 687 476 482
26 Year End Employee Levels 705 718 708 669 463 492



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Comparative Balance Sheets for the Most Recent Five Calendar Years
As of September 30, 2015 and December 31, 2010 through December 31, 2014

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Original
Work Paper Reference No(s).: None

Schedule C-10.1
Page 1 of 4
Witness Responsible: Karin M. Nyhuis

Line Most Recent Five Calendar Years Date Certain
NO. Description 2010 2011 2012 2013 2014 Sept. 30, 2015
(A) B8) © (D) (E) (F} G) (H)

Balance Sheet

1 UTILITY PLANT

2 Utility Plant (101-106.114) [incl. EPIS leased & assoc. reserve) $ 5,087,523,593 $ 5,271,768,021 3 5,243,173,518 5 5,009,597,164 $ 5,115,429,018 $ 5,318,806,102
3 Coanstruction Work in Progress (107) 3 119,573,612 3 150,703,437 $ 87,829,512 $ 60,863,925 3 75,370,136 $ 69,813,430
4 Total Utility Plant $ 5,207,097,205 $ 5,422,471,458 $ 5,331,003,030 $ 5,160,461,089 $ 5,190,799,154 $ 5,388,700,632
5 {Less) Accum. Prov. For Depr., Amort,, and Depl. (108, 110, 111, 115) 3 2,559,972 667 $ 2,680,278,087 $ 2,627,331,036 $ 2,562,006,062 $ 2,614,971,863 $  2,788,767.149
6 Net Utility Plant, Before Nuclear Fuel 3 2,647,124,538 $ 2,742,193,371 $ 2,703,671,994 $ 2,598,455 027 $ 2,575,827,291 $ 2,599,942,383
7 Nuclear Fuel (120.1-120.4, 120.6) $ - $ - 3 - $ - $ - $ -

8 {Less) Accum. Prov. For Amort. Of Nuclear Fuel Assem. (120.5) $ - $ - ] - $ - $ - $ -

9 Net Nuclear Fuel $ - $ - 3 - $ - 3 - 3 -
10 Net Utility Plant $ 2,647,124 538 $ 2,742 193,371 3 2,703,671,994 $ 2,508,455,027 [ 2,575,827,291 § 2,599,942 383
i

12 OTHER PROPERTY AND INVESTMENTS

13 WNonutility Property (121} $ 5,094,644 $ 5,072,058 5 4,716,992 $ 4,638,907 $ 5,324,162 5 5,310,819
14 {Less) Accum. Prov. For Depr. & Amort. (122) 5 - $ - $ - $ - $ - $ -
15 Investments in Associated Companies {(123) $ - $ - $ - $ - $ - $ -
16 Invesiments in Subsidiary Companies (123.1) $ - $ - $ - $ - $ - $ -
17 Noncurrent Pordion of Allowances $ - $ - $ - $ - $ - $ -
18 Cther Investments (124) $ 490,000 % 490,000 $ 490,000 $ 490,000 $ 490,000 $ 490,000
19 Spectal Funds (125-129) $ 15,604,363 $ 11,317,139 $ 100,272 % 100,272 $ 100,272 $ 100,272
20 Long-Term Portion of Derivative Assets (175) $ 9,011,287 ] 1,495,919 $ 3,615,103 $ 5,023,475 $ 3,583,006 3 5,788,266
21 Long-Term Portion of Derivative Assets - Hedges (176) $ - $ - 3 479472 8 3,010,139 $ 343305 § 8,244,963
22 Total Other Property and Investments i3 30,200,284 3 18,375,118 $ 9,401,839 3 13,262,793 $ 9,840,745 $ 19,834,320
23

24 CURRENT AND ACCRLUED ASSETS

25 Cash (131} & Working Funds (135) & TCI (136) $ 54,019,565 $ 32,246,686 $ 28,560,847 5 22,946,049 $ 5,392,957 $ 11,719,158
26 Special Deposils (132-134) $ 10,546,190 $ 4,607,691 $ 20,692,299 3 23,182,088 $ 26,947,693 $ 17,114,304
27 Notes Receivable (141) $ - $ - $ - $ - $ - $ -
28 Customer Accounts Receivable (142) $ 99,695,985 $ 88,401,550 $ 72,640,336 3 65,569,683 $ 71,668,561 $ 64,628,441
29 Other Accounts Receivable (143) $ 12,829,301 $ 31,679,045 3 22,194,261 $ 17,124,560 $ 15,867,321 $ 16,440,201
30 {Less) Accum. Prov, For Uncollectible Acct. - Credit {144) $ 831,988 $ 941,172 5 922,714 3 908,700 $ 897,384 3 896,811
31 Motes Receivable from Associated Companies (145} $ - $ - $ - $ - $ - 3 -
32 Accounts Receivable from Associated Companies (146) $ 2,016,732 $ 9,833,606 3 18,674,589 3 19,178,172 $ 17,734,169 3 1,803,945
33 Fuel Stock {151} $ 72,059,118 3 80,947 408 $ 65,585,127 $ 41,089,561 $ 63,612,344 $ 58,364,357
34 Fuel Stock Expense Undistributed (152) $ - $ - $ - $ - $ - $ -
35 Residuals (Elec.) and Extracted Products (153) $ - $ “ $ - $ - $ - $ -
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Line Most Recent Five Calendar Years Date Certain
No. Description 2010 2011 2012 2013 2014 Sept. 30, 2015
(A) (B) <) Dy (E) (F) (&) (H)
1 CURRENT AND ACCRUED ASSETS, continued
2 Plant Material and Operating Supplies (154) 5 41,507,330 3 46,937,102 $ 50,353,809 $ 47,030,186 $ 41,670,542 s 40,425,250
3 Merchandise {155) $ - 3 - $ - $ - $ - $ -
4 Other Materials and Supplies {156) $ - $ - $ - $ - $ - $ -
5 Nuclear Materials Held for Sale (157) $ - $ - $ - $ - $ - $ -
6 Allowances (158.1 and 158.2) $ 2202 % - $ 53,069 $ (7,205) $ 5556 § 2,565
7 (Less) Noncurrent Portion of Allowances $ - $ - $ - $ - 3 - $ -
8 Stores Expense Undistributed {163) $ 581,077 $ 1,740,663 $ 1,881,095 3 1,839,790 $ 1,431,448 $ 1,967,361
9 Prepayments (165) $ 20,739,263 $ 13,015,264 $ 10,863,203 3 17,165,152 3 15,464,282 $ 11,801,654
10 Interest and Dividends Recaivable {171) $ - $ - $ - 3 - $ - ] -
11 Rents Receivable (172) $ - $ - $ - $ - $ - $ -
12 Accrued Utility Revenues (173) $ 64,329,145 $ 49,521,137 $ 48,090,174 5 47,187,884 $ 49,036,741 3 34,779,618
13 Miscellanecus Current and Accrued Assets (174) $ - 3 - $ - $ - $ - $ -
i4 Derivative Instrument Assets (175) $ 15,896,488 $ 2,547,930 3 6,912,325 5 10,385,806 $ 9,172,997 3 11,517,231
15 {Less} Long-Temn Portion of Derivative instrument Assets (175) 3 9,011,287 % 1,495,919 % 3615103 § 5023475 § 3,583,006 § 5,788,266
16 Derivative Instrument Assets - Hedges (176) $ - $ 605,680 3 959,144 $ 3,465,525 3 5,929,073 $ 19,068,987
17 {Less) Long-Term Poertion of Derivative Instrument Assets - Hedges (178) $ - $ - % 479,472 3 3,010,139 $ 343,305 3 8,244,963
18 Total Current and Accrued Assets $ 384,429,111 $ 359,646,671 $ 342,442,999 $ 307,214,942 $ 319,109,889 3 274,703,032
19
20 DEFERRED DEBITS
21 Unamortized Debt Expenses {181) $ 7,313,472 $ 6,814,635 $ 6,473,631 $ 15,198,223 $ 11,836,770 $ 7,076,004
22 Extraordinary Property Losses (182.1) $ - $ - $ - (3 - $ - $ -
23 Unrecovered Plant and Regulatory Study Costs (1582.2) $ - $ - $ - $ - $ - $ -
24 CHher Regulatory Assels (182.3) $ 177,003,981 3 184,790,407 $ 193,279,588 $ 169,508,220 $ 201,756,764 $ 172,568,287
25  Prelim. Survey and Investigation Charges (183) $ - 3 - $ - $ - $ - $ -
26 Prelim. Sur. & Invest, Charges (Gas) (183.1, 183.2) $ - $ - $ - $ - $ - $ -
27 Clearing Accounts/Temp Facilities {184, 185) $ 909,025 3 1,772,010 $ 1,101,317 $ 1,463,819 $ 1,825,562 $ 2,298,579
28 Miscellaneous Deferred Debits {186} $ 107,250,516 3 88,578,044 $ 83,139,057 $ 82,058,132 $ 87.716,728 $ 31,248,458
29 Def. Losses from Disposition of Utility Plant {187} $ - $ - $ - $ - $ - $ -
30 Research, Devel. And Demonstration Expend, (188) $ 645 § - $ - $ - $ - $ -
31 Unamortized Loss on Reacquired Debt (189) 3 14,309,514 3 12,975,654 $ 11,916,329 $ 10,929,250 3 9,941,158 $ 9,200,849
32 Accumulated Deferred Income Taxes (190) $ 81,704,339 3 64,136,124 3 50,311,926 3 21,423,072 3 13,058,972 $ 19,066,558
33 Total Deferred Debits $ 388,491,492 $ 359,066,874 3 346,221,848 $ 300,581,716 $ 326,135,954 $ 241,458,825
34
35 Total Assets and Other Debits 3 3,450,245 435 5 3.479,282,032 $ 3,401,738,680 3 3,219,514,478 5 3,230,913,979 $_ 3.136,038.560
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Schedule C-10.1
Page 3 of 4
Witness Responsible: Karin M. Nyhuis

Line Most Recent Five Calendar Years Date Certain
No. Description 2010 2011 2012 2013 2014 Sept. 30, 2015
(A) (B) (%) D) (E) (Fy (G} (H)

1 PROPRIETARY CAPITAL

2 Common Stock Issued (201} $ 411,722 $ 411,722 $ 411,722 $ 411,722 3 411,722 % 411,722

3 Preferred Stock Issued (204} includes amount due within one year % 22,850,800 5 22,850,800 % 22,850,800 3 22,850,800 3 22,850,800 % 22,850,500

4 Premium cn Capital Stock {207) $ 309,401,929 $ 303,991,820 $ 303,991,819 § 303,991,819 3 303,991,819 % 303,991,819

5 Other Paid-In-Capital {208-211) $ 489,709,163 $ 515,794,822 $ 515,956,712 $ 516,084,406 ] 516,220,667 3 516,351,603

6 Installiments Received on Capital Stock (212) $ - $ - $ - $ - 3 - $ -

7 (Less) Discount on Capital Stock (213) $ - $ - $ - $ - $ - $ -

8 (Less) Capital Stock Expense (214) $ 16,716,891 $ 16,716,891 $ 16,716,891 $ 16,716,891 $ 16,716,891 $ 16,716,891

9 Retained Earnings {215, 215.1, 216) $ 616,934,934 $ 589,121,233 $ 534,216,614 $ 426,802,298 $ 381,795,167 3 406,855,053
10 Unappropriated Undistr. Subsidiary Earnings (216.1) $ - $ - $ - $ - $ - 3 -
11 {Less) Reacquired Capital Stock (217) $ - $ - $ - $ - $ - § -
12 Accumulated Other Comprehensive Income (219) 3 {20,257.785) $ (34,718,629 § (38,698,929) $ (26,721,895} § (42,337,856) & (33,662,192)
13 Total Proprietary Capital $ 1,402,333,872 $ 1,380,734,977 $ 1,322,011,847 $ 1,226,702,259 $ 1,166,224,458 $ 1,200,081,914
14

15 LONG-TERM DEBT

16 Bands (221} includes amount due within one year $ 884,375000 & 884,375,000 $ 884375000 § 859,375,000 3 859,375,000 % 745,000,000
17 (Less) Reacquired Bonds $ - $ - $ - $ . $ - $ -
18 Advances from Associated Companies (223) 3 - 3 - $ - $ - $ - $ -
19 Other Long-Term Debt (224) 3 - 3 18,597,672 $ 18,481,738 $ 18,360,667 5 18,234,374 $ 18,136,118
20 Unamortized Premium on Long Term Debt (225) $ - $ - $ - $ - $ - $ -
21 (Less) Unamortized Discount on Long-Term Debt-Debit (226) $ 500,198 & 318,308 % 136,417 § 687,181 $ 437,548 % 247,256
22 Total Long-Term Debt $ 883,874,802 3 902,654,564 3 902,720,321 $ 577,048,486 $ 877,171,826 $ 762,898,962
23

24 OTHER NONCURRENT LIABILITIES

25 Obligations Under Capital Leases - Noncurrent {227} 3 117,033 $ 377,766 $ 117,602 $ - 3 - $ -
26 Accumulated Provision for Property Insurance (228.1) $ - $ - $ - $ - $ - $ -
27 Accumulated Proviston for Injuries and Damages (228.2) $ 5,293,850 $ 4,721,600 $ 3,821,600 $ 3,501,600 3 3,232,400 $ 3,128,400
28 Accumulated Provision for Pensions and Benefits (228.3) $ 75,113,335 $ 58,525,739 $ 72412,739 $ 63,234,599 $ 105,115,172 $ 100,447,313
29 Accumulated Miscellaneous Operating Provisions (228.4) $ 965334 § - $ - $ 4,000,000 $ - 3 -
30 Accumulated Provision for Rate Refunds (229) $ - $ - $ - $ - E - $ -
31 Long-Term Porlion of Derivative Instrument Liabilities $ - $ 1,364,416 % 733875 % 1,304,079 § 1,014,645 % 6,518,089
32 Long-Term Portion of Derivative Instrument Liabilities - Hedges $ 59,991 $ 2,518,054 $ 1,500,438 % - 3 552,896 $ 2,982,768
33 Asset Retirement Obligations (230} $ 17,468,329 $ 18,824,765 $ 19,210,204 3 19,924,786 3 22,881,806 3 62,428,524
34 Total Other Non-Current Liabilities $ 99,047,872 3 86,332,340 3 97,796,458 5 91,965,064 ] 132,756,919 3 175,505,004
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Line IMost Recent Five Calendar Years Date Certain
No. Description 2010 2011 212 2013 2014 Sept. 30, 2015
(A (B) ) (D) (E) (F} (@) (H)
1 CURRENT AND ACCRUED LIABILITES
2 Notes Payable (231) $ - $ - $ - $ - $ - $ 10,000,000
3 Accounts Payable (232) $ 95,665,736  $ 106,045481  § 79,063,177 % 73,801,754 $ 100,116,445  § 76,673,324
4 Notes Payable to Assoclated Companies (233) $ - $ - $ - $ - % - $ -
5 Accounts Payable to Asscciated Companies (234) $ 2730  § - $ - $ - $ 4712181 $ -
6 Gustomer Deposils (235) $ 18,670,344  $ 15,804,632 % 35,193,550 $ 33,080,176  § 34,470,392 § 36,200,945
7 Taxes Accrued (236) $ 149,381,256 3 166,690,073 $ 158,157,727 & 157,566,236 $ 161,009,477 $ 131,865,077
8 Interest Accrued {2373 $ 7,713,833 % 7,874,423 $ 13,054,750 S 9,635,517 3 9,792,967 $ 1,160,370
9 Dividends Declared (238) $ 72,232 $ 72,232 3 72,232 $ 72,232 $ 72,232 $ 72,232
10 Matured Long-Term Debt (239) $ - $ . 3 - 3 - $ - $ -
11 Matured Interest (240} $ - $ - $ - $ - $ - $ -
12 Tax Collections Payable (241} $ 2,238 $ - 3 - $ 289,850 3 - 3 -
13 Migcellaneous Current and Accrued Liabilities (242) 3 43,790,575 $ 50,615,120 $ 48,318,439 5 48,973,517 5 36,452,155 $ 30,573,378
14 Obligations Under Capital Leases - Current (243) $ 68,463 $ 297,641 $ 285,001 3 117,603 3 - $ -
16 Derivative Instrument Liabilities (244) $ 77.803 $ 5,859,965 $ 3,520,022 3 7.896,112 5 9,675,372 $ 16,191,784
16 (Less) Long-Term Portion of Derivative Instrument Liabilities $ - $ 1,364,416 § 733875 % 1,304,079 3 1,014,645  § 6,518,089
17 Derivative Instrument Liabilities - Hedges (245) $ 1,934,964 3 1,121,035 $ 8,171,594 $ 2,664,210 5 2,625,961 $ 8,986,358
18 {Less) Long-Term Portion of Derivative Instrument Liabilities ~ Hedges 3 89,981 5 2,518,054 3 1,500,438 % - ) 552,896 3 2,982,768
19 Total Current and Accrued Liabilities 3 37290283 % 350,408,332 $ 343,602,268 % 332,883,128 % 357,359,621 3 302,222,611
20
21 DEFERRED CREDITS
22 Cusiomer Advances for Construction (252) 3 2788757 % 2523161 § 1,114,277 & 931,243 % 1,246,317 § 466,036
23 Other Regulatory Liabilities (254) 3 33,769,417 % 8,386,600 $ 6,665,801 % 6,209,101 $ 9,230,384 $ 24,938,230
24 Accumulated DITC (255) $ 32,396,615 % 29,890,167 $ 27,384,675 % 24,978,700 $ 22,372,729 $ 20,578,109
25 Deferred Gains from Disposition of Utifity Plant (256) $ - $ - $ - $ - 3 - § -
26 Other Deferred Credits (253) $ 187,657 $ 17,910,571 $ 136,789 % 113,508 $ 1,866,490 $ 2,120,227
27 Unamortized Gain on Reacquired Debt (257) $ - $ - $ - $ - 3 - $ -
28 Accumulated DFIT (281-283) 5 678,556,160 $ 700,351,320 $ 700,306,243 $ 658,782,989 $ 662,645,235 $ 647,237,477
29 Total Deferred Credits 3 747,698,606 3 759,061,819 3 735,607,785 3 690,915,541 3 687,361,155 $ 695,340,079
30
31 Total Liabilities and Other Credits 3 3,450,245,435 3 3,479,282,032 $ 3.401,738.680 3 3,219,514,478 B 3,230,913,979 $  3,136,038,560




Data: 4 Months Actual & 8 Menths Estimated
Type of Filing: Original
Work Paper Reference No{s).: WPC-10.2

The Dayton Power and Light Company

Case No. 15-1830-EL-AIR

Comparative Income Statements for the Most Recent Five Years
For the Twelve Months Ending May 31, 2016 and Calendar Years 2010 through 2014

Schedule €-10.2

Page 1 0of 2

Witness Responsible: Karin M. Nyhuis

Line Most Recent Five Calendar Years Test
No. Description 2010 2011 2012 2013 2014 Year
oy ) (©) ) €) ) @) H}
1 UTILITY OPERATING INCOME
2 QOperating Revenues (400) $ 1,790,968,423 $ 1,741,894070 § 1,566,393.484 § 1576,389,368 $ 1,786308,879 §  1,525,100,475
3 GCperating Expenses;
4 Operation Expenses (401) $ 998,313,709 % 1,024,193,337 $ 927,343,008 $ 1,000,505,843 3 1,164,124,878 $ 995,265,427
5 Maintenance Expenses {402} $ 101,692,987 $ 116,953,378 $ 107,494,081 $ 96,299,848 3 109,497,372 5 116,513,879
6 Depreciation Expense (40:3.0+403.1002) $ 128,409,549 $ 131,344,156 $ 215,090,595 $ 218,267,923 $ 135,793,604 $ 129,791,669
7 Amort. & Depl. Of Utility Plant (404-405) $ 2,133,032 % 2,705,250 $ 6,043,016 $ 6,969760 § 7,973,101 $ 8,313,401
8 Amort. Of Utility Plant Acq. Adj. (406) $ - $ - 3 - $ - $ - $ -
9 Amort. Of Property Losses (407) $ - $ - 5 - $ - $ - $ -
10 Amort. Of Conversion Expenses (407) $ - $ - $ - $ - $ - $ -
11 Regulatory Debits (407.3) $ - $ - $ - $ - $ - $ -
12 {Less) Regulatory Credits (407.4) $ - $ - $ - 8 - $ - $ -
13 Taxes Other Than Incomes Taxes (408.1} $ 124,081,845 $ 129645792 & 124947187  § 126798391 & 138,481,501 § 134,627,487
14 Income Taxes - Federal (409.1) $ 76,966,199 % 54,898,613 ) 52,251,743 $ 39,116,702 §$ 34,510,301 $ 48,176,800
15 - Other (409.1) 3 1,160,767 $ 927257 § 1,008,725 % (50,627) $ 504,500 § 670,591
16 Provision of Deferred Inc. Taxes (410.1) 3 54,194,145 $ 50,852,514 3 4,455,621 $ (17,393,289) $ 7,544,953 $ (19,275,509}
17 {Less) Provision for Deferred Income Taxes - Cr. (411.1) $ - 3 - $ - $ - $ - $ -
18 Investment Tax Credit Adj. - Net (411.4) $ (2,784,420 % (2,506,448) $ (2,505,492) § (2,505,975 3 (2,505,971) % (2,392,824)
19 {Less) Gains from Disp. Of Utility Plant (411.6) $ - 3 - $ - $ - $ - $ -
20 Losses from Disp, Of Utility Plant (411.7) 3 - $ - 5 - $ - $ - $ -
21 {Less) Gains from Dispesition of Allowances (411.8) $ 808,827 % 869 3§ (810) % (20 % 4 % (67)
22 Losses from Disposition of Allowances (411.9) 3 36836 % 53,585 § (1,038 9% 351) % (454) § -
23 Accretion Expense (411.10) $ 173,510 § 848,021 § 916,254 & 973321 % 1,081,101 § 2,735,865
24 Total Utility Operating Expenses $ 1483569332 § 1509914586 $ 1,437,044210 § 1468981566 $ 1,597.004.882 §  1,412,426,853
25 Net Utility Operating Income $ 307,399,091 $ 231,979,484 3 129,349,274 3 107,407,803 $ 188,393,997 $ 112,673,622




The Dayton Power and Light Cotmpany
Case No. 15-1830-EL-AIR

Comparative Income Statements for the Most Recent Five Years
For the Twelve Months Ending May 31, 2016 and Calendar Years 2010 through 2014

Data: 4 Months Actual & 8 Months Estimated Schedule C-10.2
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Work Paper Reference No(s).: WPC-10.2 Witness Responsible: Karin M. Nyhuis
Line Most Recent Five Calendar Years Test
No. Description 2010 2011 2012 2013 2014 Year
(A} (8) (© D) (E) (F) @) (H)
1 OTHER INCOME and DEDUCTIONS
2
3 Net Derivative gainfloss 3 (13,269,276) & 19,288,130 3 (3,430,613) § (15,839,957) & 44,184,736 $ 5,285,131
4
5 Net Interest Expense 3 37,205,801 $ 38,836,082 $ 38,984,266 $ 36,684,001 $ 33,556,389 $ 27,829,379
B
7 Net Other income/deductions $ 5,788,444 § (19,359,695) § 2673389 § 2,949,404 § (3,368,669) % (2,332,423)
8
9 Net Income $ 217,674,122 § 193,214,967  § 91,122.232 % 83,614,355 § 115021541 & 81,891,535
10
1 {LESS) PREFERRED DIVIDENDS $ 866,781 $ 866,781 $ 864,958 $ 866,780 $ 866,780 $ 865,171
12
13 Available to Commeon 3 276,807,341 $ 192,348,186 $ 90,257,274 $ 82,747,575 § 114,154,761 % 81,028,364
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Tast Y.
Line Most Recent Five Calendar Years 12 Mo. Ending Five Projected Calendar Years
Na. Description 2010 2011 2012 2013 2014 May 31, 2016 2016 2017 2018 2019 2020
A} ) ) (D) ® ) ©) (H) I0) @ ) ) (M)
1  Revenue By Customer Class ($000)
2 Residenttal $ 681,334 $ 699330 $ 615793 $ 531544 § 526041 § 447727 § 365783 $ 343890 $ 339516 $ 336500 $ 333,580
3 Commercial $ 310,031 $ 223262 § 187767 $ 162078 $ 194298 § 164155 $ 140,095 $ 117221 $ 118049 $ 120181 $ 122,583
4 Industrial $ 124150 $ 76654 $ 71457 % 61,778 § 88,740 § 84,800 $ 85,580 $ 65,442 % 67,500 $ 70,156 § 72,549
5 Other $ 65017 % 58873 % 60,385 §$ 53633 % 57,241 $ 65642 % 64,970 % 59,604 § 60439 & 66,481 $ 67,858
6 Total Retail $ 1181431 § 1,058120 $ 935401 $ 800,033 § 866319 $ 762323 § 656428 $ 586,156 $ 585504 § 593407 $ 596,579
7
8  YEAR END Number of Gustomers By Class:
9 Residential 455,572 454,697 454,605 456,095 456,522 456,282 458,282 456,282 456,282 456,282 456,282
10 Commercial 50,155 50,123 50,111 50,438 50,688 50,668 50,668 50,668 50,668 50,668 50,668
11 Industrial 1,769 1,757 1,736 1,728 1,720 1,718 1,718 1,718 1,718 1,718 1,718
12 Other 6,725 8,804 6,814 6,665 6,692 6,704 8.704 6,704 6,704 6.704 6,704
13 Total Retail 514,221 513,381 513,266 514,926 515,622 515,372 515,372 515,372 515,372 515,372 515,372
14
15 AVERAGE Number of Customers By Class:
16 Residential 455,684 454,912 454,377 455,008 455,987 456,282 456,282 456,282 456,282 456,282 456,282
17 Commercial 50,154 50,096 50,149 50,333 50,565 50,668 50,668 50,668 50,668 50,668 50,668
18 indusirial 1,770 1,780 1,745 1,737 1,729 1,718 1,718 1,718 1,718 1,718 1,718
19 Other 6,639 6,760 6,604 6,690 6,671 6,704 6,704 6,704 6,704 6,704 6,704
20 Total Retail 514,247 513,627 513.074 513,769 514,953 515,372 515,372 515,372 515,372 515,372 515,372
21
22 AVERAGE Revenue per Customer:
23 Residential $ 1,495 § 1,537 3 1,355 & 1,168 § 1,154  § 981 % 802 % 754 % 744 3 738 % 731
24 Commercial $ 6,182 § 4457 & 3744 % 3220 % 3843 § 3240 % 2765 % 2314 § 2,330 % 2372 § 2,419
25 Industrial $ 7013 $ 43566 $ 40944 § 35566 § 51,319 & 49360 $ 49814 $ 38092 $ 39200 $ 40836 § 42,229

Notes:

Data contained in Schedules C-11.1 through C-11.2 contain billed data only.
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TestYr.
Line Most Recent Five Calendar Years 12 Mo. Ending Five Projected Calendar Years
No. Description 2010 2011 2012 2013 2014 May 31, 2016 2016 2017 2018 2019 2020
(A (8 () (D} (E} ) (G) ()] 0 () (K) (L) (M)
1 Revenue By Customer Class {$000)
2 Residential $ 201488 $ 204,151 & 219828 § 220673 $ 224832 $ 206378 $ 191,910 $ 226415 $ 225190 § 223386 § 221,413
3 Commercial $ 71,088 % 74,606 $ 82236 % gt,297 % 90,513 $ 86,276 $ 79,047 § 90,686 § 91,077 % 91,213 % 91,538
4 Industrial $ 30,846 § 33,109 % 38,225 § 36,7090 $ 44,774 % 39,815 % 38,023 § 40641 8§ 40,869 % 41,485 § 41,753
5 Other 3 16,891 3 16,065 % 16635 § 14726 % 12,783 3 17,490 3 17,721 3 19,773 $ 19902 § 24,560 $ 24,693
6 Total Retail $ 320314 § 327,931 $ 356724 $ 353408 $ 372,702 $ 340959 § 326702 $ 377415 0§ 377038 $ 380643 0§ 379,397
7
8  YEAR END Number of Customers By Class:
] Residential 455,572 454,697 454,605 456,045 456,522 456,282 456,282 456,282 456,282 456,282 456,282
10 Commercial 50,155 50,123 50,111 50,438 50,688 50,668 50,668 50,668 50,668 50,668 50,668
11 Industrial 1,769 1,757 1,736 1,728 1,720 1,718 1,718 1,718 1,718 1,718 1,718
12 Other 6,725 6,804 6,814 6.665 6,692 5,704 6,704 6,704 5,704 6,704 6,704
13 Total Retail 514,221 513.381 513,266 514,926 515,622 515,372 515,372 515,372 515,372 515,372 515,372
14
15  AVERAGE Number of Customers By Class;
16 Residential 455,684 454,912 454,377 455,008 455,987 456,282 456,282 456,282 456,282 456,282 456,282
17 Commercial 50,154 50,096 50,149 50,333 50,565 50,668 50,668 50,668 50,668 50,668 50,668
18 Industrial 1,770 1,760 1,745 1737 1,729 1,718 1,718 1.718 1.718 1,718 1,718
19 Other 6,639 6,760 6,804 6,690 6,671 8,704 8,704 6,704 6.704 6,704 6,704
20 Total Retail 514,247 513,627 513.074 513,769 514,953 515,372 515,372 515,372 515,372 515,372 515,372
21
22 AVERAGE Revenue per MWh
23 Residential $ 442 % 449 % 483 § 485 § 493 & 452 % 421 8 498 % 494 % 490 % 485
24 Commercial $ 1417 % 1489 8 1640 § 1615 § 1,790 § 1,703 % 1560 § 1,788 § 1,798 % 1800 §$ 1,807
25 Industrial $ 17,425 & 18817 $ 21902 § 21134 § 25893 $ 23175 $ 22132 $ 23658 $ 23789 $ 24147 § 24,303
Notes:

Data contained in Schedules C-11.1 through C-11.2 contain billed data only.



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Sales Statistics - Total
The Twelve Months Ending May 31, 2016 and Calendar Years 2010 thru 2019

Data: 4 Months Actual & 8 Months Estimated Schedule C-11.3
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: WPC-11.3 Witness Responsible: Lauren R. Whitehead, Emily W. Rabb
Test ¥r.
Line Meost Recent Five Calendar Years 12 Mo. Ending Five Projected Calendar Years
No. Description 2010 2011 2012 2013 2014 May 31, 2016 2016 2017 2018 2019 2020
(&) (B} © ()] (E) (F) @) (H) (1} ) (K (L) L]
1 GWH Sales By Customer Class:
2 Residential 5,516 5,425 5,181 5,226 5,344 5,101 5,135 5,118 5,087 5,035 4,972
3 Commercial 3,767 3,714 3,698 3,608 3715 3,732 3,768 3,708 3,817 3,820 3,814
4 Industrial 3,573 3,560 3,651 3,552 3,652 3,688 3,740 3,771 3,790 3,844 3,839
5 Other 1,428 1.429 1,406 1,354 1,314 1,322 1,333 1,344 1,352 1.554 1,553
& Total Retail 14,283 14,128 13,937 13.830 14,024 13,844 13,976 14,032 14,046 14,254 14,177
7
8  YEAR END Mumber of Customers By Class:
9 Residential 455,572 454,697 454,605 456,095 456,522 456,282 456,282 456,282 456,282 456,282 456,282
10 Commercial 50,155 50,123 50,111 50,438 50,688 50,668 50,668 50,668 50,668 50,668 50,668
1 Industrial 1,769 1,757 1,736 1,728 1,720 1,718 1,718 1,718 1.718 1,718 1,718
12 Other 6,725 6,804 6,814 6,665 6,692 6,704 6,704 6,704 6,704 6,704 6,704
13 Total Retail 514,221 513,381 513,266 514,926 515,622 515,372 515,372 515,372 515,372 515,372 515,372
14
15  AVERAGE Number of Customers By Class:
16 Residential 455,684 £54,912 454,377 455,008 455,987 456,282 456,282 456,282 456,282 456,282 456,282
17 Commercial 50,154 50,096 50,149 50,333 50,565 50,668 50,668 50,668 50,668 50,668 50,668
18 Industrial 1,770 1,760 1.745 1,737 1,729 1,718 1,718 1,718 1,718 1,718 1,718
19 Cther 6,639 6,760 6,804 6,600 6,671 6.704 6.704 6,704 6,704 6,704 6,704
20 Total Retail 514,247 513,527 513,074 513,769 514,953 515,372 515,372 515,372 515,372 515,372 515,372
21
22 AVERAGE kWh Sales per Customer:
23 Residential 12,105 11,924 11,403 11,486 11,720 11,179 11,254 11,217 11,150 11,036 10,897
24 Commercial 75,113 74,136 73,752 73,461 73,468 73,662 74,376 74,960 75,327 75,285 75,267

25 Industrial 2,018,119 2,023,635 2,091,757 2,045,151 2,111,838 2,146,949 2,177,034 2,194,869 2,206,251 2,237,655 2,234,639



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Sales Statistics - Jurisdictional
The Twelve Months Ending May 31, 2016 and Calendar Years 2010 thru 2020

Data: 4 Months Actual & 8 Months Estimated
Type of Filing: Criginal
Work Paper Reference Mo(s).: WPC-11.4

Schedule C-11.4
Page 1 of 1
Witness Responsible: Lauren R. Whitehead, Emily W. Rabb

Test Yr.

Line Most Recent Five Calendar Years 12 Mo. Ending Five Projected Calendar Years
No. Description 2010 2011 2012 2013 2014 May 31, 2016 2016 2017 2018 2019 2020
A} (®) ) (D) & (F) ) (H) 0 o) (K L L0)]

1 GWH Sales By Customer Class:

2 Residential

3 Commercial Jurisdictional sales are the same as total sales (see Schedule C-11.3)

4 Industrial

5 Other

6 Total Retail

7

8 YEAR EMD Number of Customers By Class;

9 Residential
10 Commercial
11 Industrial

12 Other
13 Total Retail
14

15 AVERAGE Number of Customers By Class:
16 Residential

17 Commercial

18 Industrial

19 Other
20 Total Retail
21

22 AVERAGE kWh Sales per Customer:
23 Residentfal

24 Commercial

25 Industrial



The Dayton Power and Light Company
Case No. 15-1830-EL-AIR

Analysis of Reserve for Uncollectible Accounts
For the Twelve Months Ended May 31, 2016 and Calendar Years 2012 thru 2014

Data: 4 Months Actual & 8 Months Estimated Schedule C-12
Type of Filing: Original Page 1 of 1
Work Paper Reference No(s).: None Witness Responsible: Tyler A. Teuscher
Test Yr.
Line Most Recent Three Calendar Years 12 Mo. Ending
No. Description 2012 2013 2014 Date
(A) (B) (C) (D) (E) (F)
1 Reserve at Beginning of Year $ 941172 § 922,716 % 208,702  $ 897,387
2
3 Add: Current Year's Provision’ $ - 8 - 3% - $ -
4
5 Add: Amount Charged Against Reserve $ 5392915 $§ 4923558 $ 4,011,359 $ 3,643,913
6
7  Deduct: Recoveries $ 5411371 $§ 4937572 § 4022674 $ 3,654,953
8
9 Reserve at End of Year $ 922,716 % 908,702 % 897,387 § 886,347
10
11 Net Write Off Ratio (Line 7 - Line 5) / (Line 9) 2.00% 1.54% 1.26% 1.25%
12
13 Uncollectible Expense / Provision Ratio (Line 3 / Line 9) 0.00% 0.00% 0.00% 0.00%

' DP&L's calculation of its Reserve for Uncollectible Accounts does not include a provision.



MW7

INTERROGATORIES

INT-1.1. Identify the total amount of revenue DP&L collected from customers during
2015, including all distribution revenue and generation revenue.

RESPONSE: General Objections Nos. 1 (relevance), 5 (inspection of business records).

Subject to all general objections, DP&L states that total billed revenue for 2015

was $831,309,229.14.

Witness Responsible: Lauren Whitehead



INT-1.2. Identify the amount of revenue DP&L collected in 2015 for the following:

a.

Distribution revenue from all customers, including customers taking
Standard Service Offer (“SSO”) service and CRES service;

Distribution revenue associated with customers taking SSO service;

Distribution revenue associated with customers taking service from a
competitive retail electric service (“CRES”) provider;

Generation revenue from all customers, including customers taking SSO
service and CRES provider service;

Generation revenue associated with customers taking SSO service;

Generation revenue associated with customers taking service from a
CRES provider.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary),

5 (inspection of business records). Subject to all general objections, DP&L states

that the billed revenue breakout is shown in IGS 1% Set INT-1 Attachment 1,

DP&L-AIR 0009090.

Witness Responsible: Lauren Whitehead



INT-1.11 Identify all outside and internal professional and legal expenses/cost that DP&L is
requesting authority to recover through its distribution rates or riders.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 5 (inspection of
business records), 7 (not in DP&L’s possession). DP&L further objects because
the phrase “outside and internal professional and legal expenses/cost” is vague
and overbroad. Without further clarification, DP&L cannot respond to this
unduly burdensome request. Subject to all general objections, DP&L states that
for an identification of case expense that DP&L is requesting in base distribution
rates, please see Schedule C-8 and the Company’s response to PUCO DR 12,
DP&L-AIR 0000035 through DP&L-AIR 0000145 and DP&L-AIR 00008070

through DP&L-AIR 0008326.

Witness Responsible: Claire Hale

15



INT-1.12 Provide an itemized break down, quantification, and explanation of each
expense/cost identified in response to 1.11, including the federal, state, or
administrative case number to which each expense/cost relates.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), S (inspection of
business records), 6 (calls for narrative answer), 7 (not in DP&L's possession or
available on PUCO website), 9 (vague or undefined). Subject to all general

objections, DP&L states that please see the Company’s response to INT-1.11.

Witness Responsible: Claire Hale

16



INT-1.13. Identify the FERC account(s) in which DP&L is tracking the outside and internal
professional and legal expenses/costs that DP&L incurs as a result of participating
in this proceeding and all Standard Service Offer proceedings.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 5 (inspection of
business records), 7 (not in DP&L’s possession), 9 (vague or undefined). DP&L
further objects because the phrase “outside and internal professional and legal
expenses/costs” is vague and overbroad. Without further clarification, DP&L
cannot respond to this unduly burdensome request. Subject to all general
objections, DP&L states that DP&L is tracking its case expense in FERC account

182.

Witness Responsible: Claire Hale

17



INT-1.18.

RESPONSE:

Identify all internal and outside professional and legal personnel that DP&L is
utilizing to participate in Case No. 16-395-EL-SSO, et al.

General Objections Nos. 1 (relevance), 2 (unduly burdensome), 3 (privileged and
work product), 4 (proprictary), 9 (vague and undefined). DP&L objects because
the phrase “outside and internal professional and 1égal expenses/costs” is vague
and overbroad. DP&L further objects to the request because it seeks
identification of non-testifying experts, as their work is protected by the work-
product doctrine. Subject to all general objections, DP&L states that it is using
the law firm Faruki Ireland & Cox P.L.L., and the following outside testifying
witnesses: Carlos Grande-Moran, David Harrison, Robert J. Lee, R. Jeffrey

Malinak, Eugene T. Meehan, Roger A. Morin, and Paul M. Normand.

Witness Responsible: Claire Hale

23



INT-1.19. Is DP&L proposing to recover the expense/costs of internal and outside
professional and legal personnel required to participate in Case No. 16-395-EL-
SSO, et al., through distribution rates? If so, identify the amount that DP&L
proposes to recover through distribution rates.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 5 (inspection of
business records), 7 (not in DP&L's possession or available on PUCO website),
9 (vague and undefined). DP&L further objects because the phrase “outside and
internal professional and legal expenses/costs” is vague and overbroad. Subject to

all general objections, DP&L states please see Schedule C-8.

Witness Responsible: Claire Hale

24



INT-1.20. Has DP&L proposed to recover any expenses/costs identified in 1.19 through
bypassable SSO rates or riders?

RESPONSE: General Objections Nos. 1 (relevance), 5 (inspection of business records), 7 (not
in DP&L's possession or available on PUCO website), 9 (vague and undefined).
Subject to all general objections, DP&L states that DP&L does not propose to

recover its ESP case expense through bypassable rates or riders.

Witness Responsible: Claire Hale

25



INT-1.21. Does DP&L utilize any [T resources to support SSO service?

RESPONSE: General Objections Nos. 1 (relevance), 9 (vague or undefined). DP&L further
objects to INT-1.21 because the phrase "to support SSO service" is vague and
undefined. Subject to all general objections, DP&L states that DP&L utilizes IT
resources to support all distribution customers regardless of whether the customer
takes SSO service or CRES service. Therefore, DP&L does not separately
identify IT resource costs based upon whether the distribution customer receives

SSO service or CRES service.

Witness Responsible: Claire Hale

26



INT-1.22. If the answer to question 1.21 is yes, identify all I'T resources DP&L utilizes to
support SSO service and identify the cost of such resources.

RESPONSE: General Objections Nos. 1 (relevance), 9 (vague or undefined). Subject to all

general objections, DP&L states please see the Company’s response to INT-1.21.

Witness Responsible: None

27



INT-1.23. For each costs/expense identified in response to 1.22, identity whether DP&L
proposes to recover the cost/expense through distribution rates or bypassable SSO
rates and riders.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 9 (vague or
undefined). Subject to all general objections, please see the Company’s response
to INT 1-21 and INT-1.22. DP&L further states that DP&L’s IT costs are

proposed for recovery through the Company’s base distribution rates.

Witness Responsible: Nathan Parke

28



INT-1.24. Identify all DP&L office space costs/expense that it recovers through distribution
rates.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 5 (inspection of
business records). Subject to all general objections, DP&L states that DP&L’s
current base distribution rates were settled via a black box settlement; therefore,
the amount of office space costs/expenses recovered through current base

distribution rates is unknown.

Witness Responsible: Nathan Parke

29



INT-1.25. Are any DP&L office space costs/expenses identified in response to 1.24
recovered through the SSO rate? If so, identify the amount.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 5 (inspection of
business records). Subject to all general objections, DP&L states please see the

response to INT-1.24.

Witness Responsible: Nathan Parke
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/s/ Michael J. Schuler

Michael J. Schuler (0082390)

THE DAYTON POWER AND
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Dayton, OH 45432
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/s/ Jeftrey S. Sharkey
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(Counsel of Record)

D. Jeffrey Ireland (0010443)

Jeffrey S. Sharkey (0067892)

FARUKI IRELAND & COX P.L.L.
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djireland@ficlaw.com
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The :  Case No. 15-1830-EL-AIR
Dayton Power and Light Company for an
Increase in Electric Distribution Rates.

In the Matter of the Application of The :  Case No. 15-1831-EL-AAM
Dayton Power and Light Company for :
Approval to Change Accounting Methods.

In the Matter of the Application of The . Case No. 15-1832-EL-ATA
Dayton Power and Light Company for Tariff
Approval.

THE DAYTON POWER AND LIGHT COMPANY'S OBJECTIONS
AND RESPONSES TO THE INTERSTATE GAS SUPPLY, INC.'S
SECOND SET OF INTERROGATORIES AND
REQUESTS FOR PRODUCTION OF DOCUMENTS

The Dayton Power and Light Company ("DP&L") objects and responds to The
Interstate Gas Supply, Inc.'s Second Set of Interrogatories and Requests for Production of

Documents, as follows.

GENERAL OBJECTIONS

1. DP&L objects to and declines to respond to each and every discovery request to
the extent that it seeks information that is irrelevant and is not reasonably calculated to lead to

the discovery of admissible evidence. Ohio Admin. Code § 4901-1-16(B).

2. DP&L objects to and declines to respond to each and every discovery request to
the extent that it is harassing, unduly burdensome, oppressive or overbroad. Ohio Admin. Code

§§ 4901-1-16(B) and 4901-1-24(A).



3. DP&L objects to each and every discovery request to the extent that it seeks
information that is privileged by statute or common law, including privileged communications
between attorney and client or attorney work product. Ohio Admin. Code § 4901-1-16(B). Such
material or information shall not be provided, and any inadvertent disclosure of material or
information protected by the attorney-client privilege, the attorney work product doctrine or any
other privilege or protection from discovery is not intended and should not be construed to
constitute a waiver, either generally or specifically, with respect to such information or material

or the subject matter therecof.

4. DP&L objects to each and every discovery request to the extent that it seeks
information that is proprietary, competitively sensitive or valuable, or constitutes trade secrets.

Ohio Admin. Code § 4901-1-24(A).

5. To the extent that interrogatories seek relevant information that may be derived
from the business records of DP&L or from an examination or inspection of such records and the
burden of deriving the answer is the same for the party requesting the information as it is for
DP&L, DP&L may specify the records from which the answer may be dertved or ascertained and
afford the party requesting the information the opportunity to examine or inspect such records.

Ohio Admin. Code § 4901-1-19(D).

6. DP&L objects to each and every interrogatory that can be answered more
efficiently by the production of documents or by the taking of depositions. Under the
comparable Ohio Civil Rules, "[a]n interrogatory seeks an admission or it seeks information of
major significance in the trial or in the preparation for trial. It does not contemplate an array of

details or outlines of evidence, a function reserved by rules for depositions.”" Penn Cent. Transp.




Co. v. Armco Steel Corp., 27 Ohio Misc. 76, 77, 272 N.E.2d 877, 878 (Montgomery Cty. 1971).

As Penn further noted, interrogatories that ask one to "describe in detail," "state in detail," or
"describe in particulars” are "open end invitation[s] without limit on its comprehensive nature
with no guide for the court to determine if the voluminous response is what the party sought in

the first place." Id., 272 N.E.2d at 878.

7. DP&L objects to each and every discovery request to the extent that it calls for
information that is not in DP&L's current possession, custody, or control or could be more easily
obtained through third parties or other sources. Ohio Admin. Code § 4901-1-19(C) and 4901-1-
20(D). DP&L also objects to each and every discovery request that seeks information that is
already on file with the Public Utilities Commission of Ohio or the Federal Energy Regulatory
Commission. To the extent that each and every discovery request seeks information available in
pre-filed testimony, pre-hearing data submissions and other documents that DP&L has filed with
the Commission in the pending or previous proceedings, DP&L objects to it. Ohio Admin. Code

§ 4901-1-16(G).

8. DP&L reserves its right to redact confidential or irrelevant information from
documents produced in discovery. All documents that have been redacted will be stamped as

such.

9. DP&L objects to each and every discovery request to the extent that it is vague or
ambiguous or contains terms or phrases that are undefined and subject to varying interpretation

or meaning, and may, therefore, make responses misleading or incorrect.

10.  DP&L objects to any discovery request to the extent that it calls for information

not in its possession, but in the possession of DP&L's unregulated affiliates.



11.  DP&L objects to each and every discovery request to the extent that it calls for a

legal conclusion, and thus seeks information that cannot be sponsored by a witness.

12.  DP&L objects because these discovery requests seek information that DP&L does

not know at this time.

13.  DP&L objects to the request to the extent that it mischaracterizes previous
statements or information or is an incomplete recitation of past statements or information or

takes those statements or information outside of the context in which they were made.



INTERROGATORIES

INT-2.1. Schedule B-1 indicates that DP&L is proposing to collect $5,735,724 as a Working
Capital Allowance.
a. Identify all categories of costs that support DP&L’s request to collecting this amount
in working capital;
b. For each category of cost identified in (a), provide an itemized breakout (including

the cost of each category).

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 9 (vague and undefined). DP&L objects because the term
“category” is vague, undefined, and subject to varying interpretations. Subject to all general

objections, DP&L states that:

a. Please see Schedule B-5 for the working capital categories.

b. Please see Schedule B-5 for an itemized breakout by category. Please also see Schedule

B-5.1 and Workpapers B-5.1a-f, which support Schedule B-5.

Witness Responsible: Kurt Tornquist



INT-2.2. On Schedule B-2.1, page 2, Line No. 15, DP&L indicated that it has $9,424,899

(remaining book value of $4,553,049) in general plant related to S&I-None, which is
recorded in Account No. 3610.

a. DP&L seeks to earn a rate of return on this investment, as well as the investment
itself through depreciation, correct?

b. Identify the meaning of the abbreviation S&I-None.
Identify all categories of plant/investment included in Account No. 3610.

d. For each category of investment/plant identified in (c), provide an itemized breakout

(including the total cost of each category of investment/plant).

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 6 (calls for narrative answer), 9 (vague and undefined), 13

(mischaracterization). Subject to all general objections, DP&L states that, Line No. 15, on page
2 of Schedule B-2.1 indicates $9,424,899 in distribution plant, not general plant. DP&L further

states:

a. Yes, the net book value of the $9,424,899 in assets classified to Property Account 3610,
S&I-None, is included in the company’s jurisdictional rate base with the associated

depreciation expense included in the jurisdictional cost of service.

b. FERC Electric Plant Account 361, Structures and Improvements, is abbreviated as
“S&I” within the company’s fixed asset records. Assets recorded in Property Account
3610 pertaining to specific service buildings are grouped under specific service building
depreciation drivers. Assets recorded in Property Account 3610 pertaining to distribution

substations are recorded under the depreciation driver of “None”.



c. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (d) of this interrogatory.

d. A list of the assets which comprise Account 3610, S&I-None, at September 30, 2015, is

provided in IGS 2nd Set INT-2.2 — Attachment 1, DP&L-AIR 00025017.

Witness Responsible: Don Rennix



INT-2.3. On Schedule B-2.1, page 5, Line No. 2, DP&L indicated that it has $17,301,900
(remaining net book value of $5,868,615) in general plant related to S&I-Common-
OTHER, which is recorded in Account No. 3902.
a. DP&L seeks to earn a rate of return on this investment, as well as a return of the
investment itself through depreciation, correct?
b. Identify the meaning of the abbreviation S&I-Common-OTHER.
c. Identify all categories of plant/investment included in Account No. 3902.
d. For each category of investment/plant identified in (c), provide an itemized breakout
(including the total cost of each category of investment/plant).

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 6 (calls for narrative answer), 9 (vague and undefined). Subject

to all general objections, DP&L states that:

a. Yes, the net book value of the $17,301,900 in assets classified to Property Account 3902,
S&I-Common-Other, is included in the company’s jurisdictional rate base with the

associated depreciation expense included in the jurisdictional cost of service.

b. FERC Electric Plant Account 390, Structures and Improvements, is abbreviated as “S&I”
within the company’s fixed asset records. All assets recorded in Property Account 3902

relate to the company’s MacGregor Park Office.

c. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (d) of this interrogatory.

d. A list of the assets which comprise Account 3902, S&I-Common-Other, at September 30,

2015, is provided in IGS 2nd Set INT-2.3 — Attachment 1, DP&L-AIR 0000025018.

Witness Responsible: Don Rennix



INT-2.4.

On Schedule B-2.1, page 6, Line Nos. 7-14, DP&L identified t8 categories of
Intangible Plant (SWO08, SW09, SW10, SW11, SW12, SW13, SW14, and SW15), all
of which are recorded in Account No. 3030.

DP&L seeks to earn a rate of return on these investments, as well as the return of
these investments themselves through depreciation, correct?

Identify the meaning of these abbreviations (SW08 through SW15).

Identify all categories of plant included on lines 7 through 14. In other words,

identify all categories of plant included in SW08, SW09, SW10, SW11, SW12,

SW13, SW14, and SW15.

For each category of investment/plant identified in (c), provide an itemized breakout

(including the total cost each category of investment/plant).

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5

(inspection of business records), 6 (calls for narrative answer), 9 (vague and undefined). Subject

to all general objections, DP&L states that:

a. Yes, the jurisdictional percentage of the associated depreciation expense of each

depreciation driver is included in the jurisdictional cost of service.

b. Assets classified to FERC Electric Plant Account 303, Miscellaneous Intangible Plant,

are grouped into various depreciation drivers within the company’s fixed asset records.

Depreciation drivers SW08 through SW15 pertain to capitalized computer software assets

with vintage years of 2008 through 2015. A portion of the net book value of each

computer software depreciation driver is included in the company’s jurisdictions rate

base based upon the use of the assets assigned to each depreciation driver.



c. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (d) of this interrogatory.

d. A list of the assets at September 30, 2015, which comprise Account 3030, Intangible
Plant-SWO08, through Account 3030, Intangible Plant-SW135, is provided in IGS 2nd Set

INT-2.4 — Attachment 1 - CONFIDENTIAL, DP&L-AIR 0025019.

Witness Responsible: Don Rennix
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INT-2.5. On Schedule B-2.3, page 1, Line No. 10 indicates that DP&L included $207,210,014 of

Services in Distribution Plant, which is recorded in Account No. 369.
a. DP&L seeks to earn a rate of return on this investment, as well as the return of the

investment itself through depreciation, correct?

b. Identify all categories of plant/investment included in Account No. 369.

c. For each category of investment/plant identified in (c), provide an itemized breakout
(including the total cost each category of investment/plant).

d. Schedule B-2.3 indicates that there is no work paper reference to support this
schedule. Identify all documents relied upon to support the data contained on

Schedule B-2.3, and, specifically, Line 10 related to Services.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5

(inspection of business records), 9 (vague and undefined). Subject to all general objections,

DP&L states that:

a.

Yes, the net book value of Property Accounts 3691 and 3692 are included in the
company’s jurisdictional rate base with the associated depreciation expense included in

the jurisdictional cost of service.

DP&L objects because the term “category” is vague and undefined. The balance in

FERC Electric Plant Account 369, Services, at September 30, 2015, is a combination of
$48,245,168 in Property Account 3691, Overhead Electric Service, and $158,964,844 in
Property Account 3692, Underground Electric Service, which appear in Lines 16 and 17

of page 4 of Schedule B-2.1.

DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (b) of this interrogatory.
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d. The information on this schedule came from the FERC Form 1 (April 1991-December
‘ 2014) and Company records (January 2015-September 2015). A list of the assets which
comprise Accounts 3691 and 3692 at September 30, 2015, is provided in IGS 2nd Set

INT-2.5 — Attachment 1, DP&L-AIR 00025020.

Witness Responsible: Don Rennix
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INT-2.6. On Schedule B-2.3, page 1, Line No. 16, DP&L included $70,819,167 of Distribution
Plant Not Classified in Distribution Plant, which is recorded in Account No. 106.
a. DP&L seeks to earn a rate of return on this investment, as well as the return of the
investment itself through depreciation, correct?
b. Identify all categories of plant/investment included in Account No. 106.
c. For each category of investment/plant identified in (c), provide an itemized breakout
(including the total cost each category of investment/plant).

d. Schedule B-2.3 indicates that there is no work paper reference to support this
schedule. Identify all documents relied upon to support the data contained on
Schedule B-2.3, and, specifically, Line 16 related to Distribution Plant Not Classified.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 7 (not in DP&L's possession or publicly available ), 9 (vague

and undefined). Subject to all general objections, DP&L states that:

a. A portion of the net book value of the completed construction projects classified to
Account 106 is included in the company’s jurisdictional rate base with the associated

depreciation expense included in the jurisdictional cost of service.

b. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (¢) of this interrogatory.

c. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states the balance in FERC
Account 106 Completed Construction Not Classified, which was assigned to the
distribution function at September 30, 2015, is a combination of the amounts appearing in

Lines 22 and 23 of page 4 of Schedule B-2.1.
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d. The information on this schedule came from the FERC Form 1 (April 1991-December
2014) and Company records (January 2015-September 2015). A list of the completed
construction projects included lines 22 and 23 of page 4 of Schedule B-2.1 was included
in PUCO DR 91-01 Attachment 4, DP&L-AIR 0003235. Subsequent to filing it was
determined that the cost of completed construction projects with a cost of $42,946 had
been recorded twice in Account 106 as provided in PUCO DR 91-01 Attachment 7 -

CONFIDENTIAL, DP&L-AIR 0003815.

Witness Responsible: Don Rennix
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INT-2.7. On Schedule B-2.3, page 3, Line No. 3 indicates that DP&L included $69,541,995 in
Miscellaneous Intangible Plant, which is recorded in Account No. 303.

a. Is DP&L seeking to recover any portion of this amount through distribution rates? If
so, identify the amount.

b. Identify all categories of plant/investment included in Account No. 303.

c. For each category of investment/plant identified in (b), provide an itemized breakout
(including the total cost each category of investment/plant).

d. Schedule B-2.3 indicates that there is no work paper reference to support this
schedule. Identify all documents relied upon to support the data contained on
Schedule B-2.3, and, specifically, Line No. 3 related to Miscellaneous Intangible
Plant.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 7 (not in DP&L's possession or publicly available), 9 (vague

and undefined). Subject to all general objections, DP&L states that:

a. Yes, a portion of the net book value of the balances in depreciation drivers SW08
through SW15 are included in the company’s jurisdictional rate base as discussed in

response to INT-2.4.

b. DP&L objects because the term “category” is vague, undefined, and subject to varying
interpretations. Subject to all general objections, DP&L states see its response to sub-

part (c) of this interrogatory.

c. DP&L objects because the term “category” is vague and undefined. Subject to all
general objections, DP&L states that the balance in FERC Electric Plant Account 303,
Miscellaneous Intangible Plant, at September 30, 2015, is a combination of the amounts

appearing in Lines 1 through 15 of page 6 of Schedule B-2.1. The $14,933,869 associated
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with depreciation driver “None” is fully amortized. None of the balances associated with

the generation plant depreciation drivers are included in the jurisdictional rate base.

d. The information on this schedule came from the FERC Form 1 (April 1991-December
2014) and Company records (January 2015-September 2015). A list of the assets at
September 30, 2015, which comprise Account 3030, is provided in IGS 2nd Set INT-2.7

— Attachment 1 - CONFIDENTIAL, DP&L-AIR 0025021.

Witness Responsible: Don Rennix
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INT-2.8. On Schedule C-2.1, Page 5, Line 3 DP&L indicated that it proposes to recover
$49,707,317 in State Excise Taxes.
a. Identify all plant, property, services, etc. that are the source of the Excise Taxes.
b. Provide an itemized breakout of items that are the source of this tax.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 9 (vague and undefined), 13 (mischaracterization). DP&L
objects because the term “itemized” is vague and undefined and would be unduly burdensome to
provide without further clarification. Subject to all general objections, DP&L states that it is not
proposing to recover $49,707,317 in State Excise Taxes through the distribution rates. Instead it
is proposing to recover $15,576 in State Excise Taxes. The $49,707,317 amount from Schedule
C-2.1, Page 5, Line 3 is included in the $104,708,806 “Taxes Other Than Income Taxes” amount
reflected in the Unadjusted Jurisdictional Total on Schedule C-2, Page 1, Line 22. The
($47,899,726) reduction to this total indicated in the “Adjustments” column on Schedule C-2,
Page 1, Line 22 includes an adjustment of ($49,691,741) related to State Excise Tax. This
adjustment removes the State Excise Tax expense amount recovered through the State Excise
Tax Rider from the “Adjusted Jurisdictional” total for “Taxes Other Than Income Taxes” of
$56,809,080 that flows to the Jurisdictional Proforma Net Operating Income Statement provided
as Schedule C-1. The small remaining amount of State Excise Tax expense, $15,576, that is
included in the “Taxes Other Than Income Taxes” amount indicated on Schedule C-1, Page 1,
Line 6, Column (C) is related to Company Use and is not recovered elsewhere. The source of all
State Excise Taxes is user consumption — the amount is determined by state-set rates applied to
blocked kWh. Further detail for the ($49,691,741) State Excise Tax adjustment amount can be

found on Schedules C-3.8 and C-3.23, and their supporting workpapers.

Witness Responsible: Stephen A. Allamanno
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INT-2.9. On Schedule C-2.1, Page 5, Line 4 DP&L indicated that it proposes to recover
$2,600,015 in Payroll Taxes.
a. Identify all plant, property, services, etc. that are the source of the Payroll Taxes.

b. Provide an itemized breakout of this tax.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 9 (vague and undefined), 13 (mischaracterization). DP&L
objects because the term “itemized” is vague and undefined and would be unduly burdensome to
provide without further clarification. Subject to all general objections, DP&L states that the
payroll taxes are the federal and state mandated Social Security and Unemployment taxes which
are payable on the wages of DP&L employees and AES Services employees (when they perform
work on behalf of DP&L). DP&L states that it is not proposing to recover $2,600,015 in payroll
taxes as a component of this distribution rate case. This amount, found on Schedule C-2.1, Page
5, Column F, Line 4, is the amount of Unadjusted Jurisdictional expense for the twelve months
ended May 31, 2016. Instead, DP&L is proposing to recover $2,721,792 in payroll taxes, which
is included in the Adjusted Jurisdictional amount of $56,809,080 Taxes Other Than Income
Taxes on Schedule C-2, Page 1, Column E, Line 22. Certain adjustments to the payroll tax
expense can be found on Schedule C-3.11, Column G, Line 40 ($50,815) and on Schedule C-
3.12, Column G, Line 34 ($152,944). These adjustments correlate to the wage adjustments also
presented on these Schedules. Additional adjustments to payroll tax expense can be found on
Schedule C-3.5, Column G, Line 15 (-$84,507) and on Schedule C-3.23, Column G, Line 16
(52,525). These adjustments related to the expenses incurred and recovered through the Energy
Efficiency Rider. More detailed information is provided in the filed workpapers supporting these
Schedules. Supporting information for Schedules C-3.11 and C-3.12 has also been provided in

the confidential responses to PUCO DR 57-02 (Attachments 2 and 3, DP&L-AIR 0002911 and
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DP&L-AIR 0002912) and PUCO DR 64-01 (Attachment 2, DP&L-AIR 0003060). Source
documentation for Schedule C-3.5 has been provided in PUCO DR 48-01 Attachment 1, DP&L-

AIR 0002460 — DP&L-AIR 0002488.

Witness Responsible: Yvonna K Steadman / Craig Forestal

19



INT-2.10. On Schedule C-2.1, Page 5, Line 5 DP&L indicated that it proposes to  recover
$51,827,392 in Property Taxes.
a. Identify all plant, property, services, etc. that are the source of the Excise Taxes.

b. Provide an itemized breakout of items that are the source of this tax.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 9 (vague and undefined), 13 (mischaracterization). DP&L
objects because the term “itemized” is vague and undefined and would be unduly burdensome to
provide without further clarification. Subject to all general objections, DP&L states that it is not
proposing to recover $51,827,392 in property taxes. Instead it is proposing to recover
$53,297,208 in property taxes. The $53,297,208 in property taxes is calculated on WPC-3.9a,
WPC-3.9b and WPC-3.9¢c. The $51,827,392 amount indicated on Schedule C-2.1, Page 5, Line
5 is adjusted by $1,469,816—see Schedule C-3, Page 2, Line 22, Column (F), as well as
Schedule C-3.9—to arrive at the recoverable amount of $53,297,208. This recoverable property
tax amount is included in the “Taxes Other Than Income Taxes” amount indicated on Schedule
C-1, Page 1, Line 6, Column (C) of $56,809,080. Additional support is available in
Supplemental Document (C)(8) and in the response to PUCO DR 52, DP&L-AIR 0002680 to
DP&L-AIR 0002864 and DP&L-AIR 0005789 to DP&L-AIR 0005795. Schedule B-2.1
identifies the jurisdictional plant and property that is ultimately included in the calculation of

total jurisdictional property taxes.

Witness Responsible: Stephen A. Allamanno
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INT-2.11. Schedule C-3.7 indicates that DP&L is seeking to eliminate certain Alternative Energy
Rider Expenses ($1,266,670 recorded in Account 930.2) from the test year. The
total proposed reduction on Schedule 3.7 is offset by $481,244 related to
Administrative and General Salaries recorded in Account 920.

Identify how the $481,244 relates to DP&L’s Alternative Energy Rider expenses.

b. Is the $481,244 related to salaries of employees that procure alternative energy credits
or alternative energy to serve the default service requirements?

c. Provided an itemized breakout of the $481,244 expenses contained on Schedule C

3.7.

d. Provide an itemized breakout of all expenses and costs recorded in Account 920.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 6 (calls for a narrative response), 9 (vague and undefined), 13
(mischaracterization). DP&L objects because the term “itemized” is vague and undefined and
would be unduly burdensome to provide without further clarification. Subject to all general

objections, DP&L states that:

a. Of the $48‘1,244 shown on Schedule 3.7, $486,302 relates to deferral amounts
recorded to account 920 in the actual months of June through September 2015
that must be eliminated to remove the impact of the Alternative Energy Rider
from the test year. DP&L records the recoverable expenses related to the
Alternative Energy Rider directly to a regulatory asset (as a debit), rather than
recording them first to an expense and then deferring to a regulatory asset. DP&L
later records the net revenues (customer billings less bad debt and commercial
activity tax provisions) as a credit (when the rider rate is positive) to the
regulatory asset and a debit to accounts 930.2, 920 and 421. All of the $486,302 is

from net revenues deferred to account 930.2 from June through September. This
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amount is offset by $2,301 of forecasted labor for October 2015 through May

2016 and $2,757 of forecasted external expenses related to registering DP&L’s
renewable energy certificates in the Generation Attribute Tracking System
(“GATS”). Please see PUCO DR 49-01 Attachments 1 and 2, DP&L-AIR

0002523 and DP&L-AIR 0002554 for monthly details.

b. The $2,301 that relates to forecasted labor, as discussed above, is an allocation of
the salaries of employees that procure alternative energy credits. Again, the
portion of such salaries in the actual months of the test year were recorded
directly to the regulatory asset, which is why no reduction was necessary on

Schedule C-3.7 for these amounts in June through September.
c. Please see the response to sub-part (a) above.

d. Please see the response to sub-part (a) above and OCC 10™ Set INT-533
Attachment 1, DP&L-AIR 0009218, for Unadjusted Total Utility amounts by

subaccount for the actual months of the test year.

Witness Responsible: Craig Forestal

22



INT-2.12. Identify all uncollectible expenses included in the test year that are not related to
Universal Service Fund customers, including the account(s) in which the expenses are recorded.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 9 (vague and undefined), 12 (seeks information that DP&L does
not know at this time). Subject to all general objections, DP&L states that all customers pay the

Universal Service Fund (USF) Rider. The uncollectible expenses included in the test year for all
customers are included on page 2, line 1 of Exhibit TAT-1, and are recorded in FERC

account 904.

Witness Responsible: Tyler A. Teuscher
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INT-2.13. Schedule C-2, Page 1, Line 12 indicates that DP&L has adjusted Customer Accounts

Expense of $15,413,207.
a. Provide an itemized breakout of these expenses, including the account(s) in which
they are recorded.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 6 (calls for a narrative response), 9 (vague and undefined), 13
(mischaracterization). DP&L objects because the term “itemized” is vague and undefined and
would be unduly burdensome to provide without further clarification. Subject to all general
objections, DP&L states: please see column D, lines 6-10 of Page 3 of Schedule C-2.1 for the
Unadjusted Total Utility amounts by FERC account included in Customer Accounts Expense.
Please see OCC 10™ Set INT-533 Attachment 1, DP&L-AIR 0009218, for Unadjusted Total
Utility amounts by subaccount for the actual months of the test year. Total utility amounts are
multiplied by the appropriate allocation factors in column E to arrive at the Unadjusted
Jurisdictional amounts in column F of Schedule C-2.1. This amount is carried forward onto
column C, line 12 of Schedule C-2 and then adjusted by the Pro Forma adjustments listed on line
12 of Schedule C-3 to arrive at the $15,413,207 balance. For FERC account level detail of each
pro forma adjustment, please see the specific schedules referenced in the column headings on

Schedule C-3.

Witness Responsible: Craig Forestal
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INT-2.14. Schedule C-2, Page 1, Line 14 indicates that DP&L has adjusted Administrative &
General Expense of $47,079,424.

a. Provide an itemized breakout of these expenses, including the account(s) in which
they are recorded.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary), 5
(inspection of business records), 6 (calls for a narrative response), 9 (vague and undefined), 13
(mischaracterization). DP&L objects because the term “itemized” is vague and undefined and
would be unduly burdensome to provide without further clarification. Subject to all general
objections, DP&L states: please see column D, lines 24-29 of Page 3 of Schedule C-2.1 and lines
1-11 of Page 4 of Schedule C-2.1 for the Unadjusted Total Utility amounts by FERC account
included in Administrative & General Expense. Please see OCC 10™ Set INT-533 Attachment 1,
DP&L-AIR 0009218, for Unadjusted Total Utility amounts by subaccount for the actual months
of the test year. Total utility amounts are multiplied by the appropriate allocation factors in
column E of Schedule C-2.1 to arrive at the Unadjusted Jurisdictional amounts in column F of
Schedule C-2.1. This amount is carried forward onto column C, line 14 of Schedule C-2 and then
adjusted by the Pro Forma adjustments listed on line 14 of Schedule C-3 to arrive at the
$47,079,424 balance. For FERC account level detail of each pro forma adjustment, please see the

specific schedules referenced in the column headings on Schedule C-3. Using this data, one can

arrive at the Adjusted Jurisdictional Administrative & General Expense by FERC account.

Witness Responsible: Craig Forestal
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REQUESTS FOR PRODUCTION OF DOCUMENTS

RPD-2.1. Provide a copy of all documents relied upon to answer INT 2-1 through INT-2-14.
RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary).
Subject to all general objections, DP&L states that it will produce responsive unprivileged

documents.

RPD-2.2. Provide a copy of all documents to support the information contained in the account
numbers referenced or identified in INT 2-1 Through 2-14 or DP&L’s responses to
these interrogatories.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary).

DP&L further objects because this request is overly broad and unduly burdensome.
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Respectfully submitted,

/s/ Michael J. Schuler

Michael J. Schuler (0082390)

THE DAYTON POWER AND
LIGHT COMPANY

1065 Woodman Drive

Dayton, OH 45432

Telephone: (937) 259-7358

Telecopier: (937) 259-7178

Email: michael.schuler@aes.com

/s/ Jeffrey S. Sharkey

Charles J. Faruki (0010417)
(Counsel of Record)

D. Jeffrey Ireland (0010443)

Jeftrey S. Sharkey (0067892)

FARUKI IRELAND & COX P.L.L.

110 North Main Street, Suite 1600

Dayton, OH 45402

Telephone: (937) 227-3705

Telecopier: (937) 227-3717

Email: cfaruki@ficlaw.com
djireland@ficlaw.com
jsharkey@ficlaw.com

Attorneys for The Dayton Power
and Light Company
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OBJECTIONS AND RESPONSES TO INTERROGATORIES

INT-6-1. Pursuant to R.C. 4905.10, each year DP&L pays an assessment for the

maintenance of the Public Utilities Commission of Ohio ("Commission").
Separately identify the amount that DP&L paid in 2013, 2014, and 2015.

RESPONSE: General Objections Nos. 1 (relevance), 4 (proprietary), 5 (inspection of business
records). Subject to all general objections, DP&L states that the figures are publicly available in

DP&L's FERC Form 1, page 350 and summarized below:

013 201 015

PUCO | $1,792,794 | $1,703,272 | $1,654,509

OCC $314,201 | $283,395 | $169,598

Total

$2,106,995

$1,986,667

$1,824,107

Witness Responsible: Nathan C. Parke
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Finally, in Case No. 13-2420-EL-UNC,? the Commission ordered that DP&L should

achieve a 50/50 capital structure by January 1, 2018,

What adjustments are you proposing to the actual capital structure?

As shown in Schedule D-1a, we are proposing a capital structure that consists of 47.80%

long-term debt, 50.00% common equity and 2.20% preferred equity.

Why are you proposing to make such adjustments?

The proposed adjustment will normalize the capital structure to a level that is: (a) optimal
for the Company, and its customers, creditors and other stakeholders, given that it
appropriately balances low-cost debt capital, with higher-cost equity capital, (b) required
by the Commission in accordance with Case No. 13-2420-EL-UNC and the DP&L
Merger Case No. 11-3002-EL-MER,’ (¢) consistent with other regulated electric utilities

{(Exhibit RAM-8) and (d) consistent with the Company’s near-term internal objectives

and expectations related to its long-term capital structure. The proposed adjustment
reduces the common equity component of the capital structure relative to the embedded
or book level equity component; accordingly this reduces the overall cost of capital and
the revenue requirement we are seeking. Later I will discuss why an adjustment is
necessary to the cost of debt portion of the cost of capital, which will increase the cost of
capital percentage. Both adjustments are necessary to achieve a cost of capital percentage

appropriate for use in the revenue requirement in this case.

? Case No. 13-2420- EL-UNC; September 17, 2014. In the Matter of Application of The Dayton Power & Light
Company for Authority to Transfer or Sell its Generation Assets.

? Case No. 11-3002-EL-MER; November 22, 2011, In the Matter of the Application of The AES Corporation,
Dolphin Sub, Inc., DPL Inc. and The Dayton Power and Light Company for Consent and Approval for a Change of
Control of The Dayton Power and Light Company.
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How does this adjusted capital structure compare to the required capital structure
established by the Commission in the generation separation order Case No. 13-2420-
EL-UNC?

In accordance with the Commission Order in Case No. 13-2420-EL-UNC, the
Commission found that, because (a) DP&L will have limited debt-carrying capacity
immediately after generation separation, and (b) the divestiture of $1,576,440,886 of
generation assets 15 “a significant change in circumstances for the Company,” DP&L
should be temporarily allowed to maintain total long-term debt of $750 million or total
debt equal to 75 percent of rate base, whichever is greater, through January 1, 2018.
However, in this same order, the Commission requires that the Company achieve a
“balanced capital structure” defined as 50% debt to total capital by January 1, 2018. The

proposed capital structure on Schedule D-la is consistent with the capital structure

required by the Commission in the generation separation order in Case No. 13-2420-EL-

UNC.

How does the Company expect to transition from its actual date certain capital

structure, to this proposed capital structure?
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Is it appropriate to base the WACC calculation on a capital structure that will not
be in place until after new rates are in effect?

Yes. As explained in Company Witness Morin’s testimony, “...it is the expectations of
future events that influence security values and ROE, including financial risks, i.e. capital
structure.” Therefore, as Company Witness Morin explains, it is appropriate that return
on equity (“ROE”} and cost of debt used for denving a WACC should be matched with
the capital structure that is expected to prevail in the future, or in the case of the
Company, the adjusted capital structure described above (even if that capital structure

will not be in place on the exact date new rates go into effect).

COST OF CAPITAL

What is DP&L's proposed cost of capital?

As shown in Schedule D-1a, DP&L’s proposed WACC is 7.86%.

What are the components of the DP&L's proposed cost of capital?
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Schedule D-1a shows how this calculation is derived. This schedule computes the total

cost of capital for DP&L, by utilizing as inputs (a) the Cost of Equity (“CoE”), (b) the
Cost of Preferred Equity (“CoPE”) and (c) Cost of Long Term Debt (“CoD”). DP&L’s
WACC is then calculated by taking the cost of each capital component multiplied by its
proportional weight (as above III. CAPITAL STRUCTURE) and then summing those
percentages. As explained in more detail below, each of the CoE, CoPE and CoD is

defined separately.

What is the basis for the return on equity rate of 10.5% as shown on Schedule D-1a?

Company Witness Morin is supporting and explains the derivation of the 10.5% cost of

common equity in his direct testimony.

What is the embedded (actual) cost of preferred equity of the Company as of the
date certain?

As shown on Schedules D-1, D-la and_D-4, the cost of DP&L’s preferred equity is

3.91%.

What is the basis for the cost of preferred equity as shown on Schedules D-1, D-1a
and D-4?

The cost of preferred equity is the actual embedded cost of the different series of
preferred equity. As shown on Schedule D-4, this cost is derived by taking the product of
amounts currently outstanding and the fixed rate of return associated with each of these
series, all divided by the “Net Proceeds” - or the principal amount adjusted for gains or

losses on reacquired stock.
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You mentioned gains or losses on reacquired stock; Schedule D-4 includes certain
losses on reacquired stock that is no longer outstanding. Why is this appropriate?

Gains or losses on reacquired preferred stock were originally incurred when the Company
redeemed units within a given series of preferred stock at a price that was below or above
the face value of the preferred stock. These gains and/or losses are amortized over 30
years or 360 months. As indicated in Column G of Schedule D-4, as of the date certain,
the Company continues to carry net unamortized balances associated with certain series

of reacquired stock that have been redeemed in full.

Are you proposing to adjust the cost of preferred equity?
No. As noted, the cost of preferred equity calculated in Schedule D-4, is used in

Schedules D-1 and D-1a and represents the actual embedded CoPE. No adjustment is

being proposed.

What is the embedded (actual) cost of debt of the Company during the test year?

As shown on Schedule D-1 (and supported by Schedule D-3), DP&L’s actual embedded
CoD is 2.72%, which is calculated by taking (1) the Company’s annual interest charges
on each series of fixed or floating rate debt (adjusted for annual amortization of issue
expenses, discounts and/or premiums and gains and losses on reacquired debt), divided
by (2) the carrying value of the Company’s debt (adjusted for unamortized discounts

and/or premiums, debt/issue expenses and gains and/or losses on reacquired debt).

Were there any amounts of DP&L long term debt that you excluded from the
calculation of the embedded cost of debt presented on Schedule D-1 (and supported

by Schedule D-3)? If so, please explain why.
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Yes. As shown on Schedule D-3, DP&L has a $18.1 million loan supporting its purchase
of the WPAFB distribution equipment. As described by Company Witness Forestal and
Rennix, this equipment is not included in DP&L’s rate base for this proceeding because
the use of the equipment is paid for by WPAFB separate from its rate for basic electric
service. Accordingly, such equipment, the related revenues and the debt to purchase the
equipment are treated as non-jurisdictional for the purpose of this proceeding. No other

long term debt of DP&L was excluded from Schedule D-1 (or Schedule D-3) for the

purposes of calculating the embedded cost of debt.

Is DP&L’s existing CoD reasonable for the purposes of setting rates?

No. This CoD is distorted due to the de-regulation of the Ohio energy markets and
specifically, the Commission’s order for DP&L to transfer or sell its generation assets on
or before to January 1, 2017, As a result of this Commission order and the pending
restructuring of DP&L, in September 2013, the Company, among other things, had to
refinance a 10-year, $470 million first mortgage bond, primarily using the net proceeds of
a new 3-year $445M first mortgage bond that is set to mature on September 15, 2016.
The Company was forced to assume refinancing risk and raise debt in the short-term
bond market in order to maintain the flexibility that will be required to amend its First &
Refunding Mortgage, release the lien on its generation assets and ultimately effectuate
generation separation on or before January 1, 2017. This 3-year $445 million first
mortgage bond (which priced at 99.830% and carries a coupon of 1.875%) has the effect
of reducing DP&L’s actual embedded cost of debt to the now current level of 2.72%.
The market rate for a DP&L 30-year first mortgage bond on September 12, 2013 (the

same date the $445 million refinancing was priced) would have been approximately
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6.35%.* If DP&L had not been required to prepare for generation separation, we most
likely would have sold long term bonds. Using long term debt as a source of permanent

financing is consistent with common utility practice.

What adjustments are you proposing to the embedded cost of debt for this rate
proceeding?

As displayed in Schedule D-1a, I am proposing to adjust the embedded (actual) CoD to

account for a known and measurable event (the refinancing of the 3-year $445 million
First Mortgage Bonds that mature in September 2016) with a new and more conventional
30-year issue. On or before the September 15, 2016 maturity date of the currently
outstanding $445 million of First Mortgage Bonds, DP&L will seek to release the first
mortgage lien (the "Release") on the generation assets. To enable this Release, DP&L
will amend the First Mortgage (the "Amendment"), and specifically the provisions in the
First Mortgage which govern property releases. Once DP&L has obtained the requisite
votes to effectuate this Amendment, DP&L will be permitted (at any time) to transfer its
generation assets, leaving only the regulated transmission and distribution assets, or those
assets that will remain a part of DP&L post-separation. With an amended mortgage and
the resulting ability to the release the generation assets, DP&L will be positioned to, and
will seek to, recapitalize its business with a traditional fixed-rate, long-term debt
issuance. As discussed below, I believe the coupon associated with this issue will be
approximately 6.60% and the total cost for this issue will be approximately 7.16%. This

planned issuance will have the effect of normalizing DP&L’s total CoD at approximately

%30 year US Treasury yield on September 12, 2013 as shown by Bloomberg (3.85%) + 250 bps credit spread
(quoted credit spread of DP&L by underwriters)
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5.29%. This 5.29% is shown on Schedule D-3a with supporting data and the underlying

calculation found on Workpaper D-3 .4a.

How did you project this adjusted CoD of 5.29%?

The adjusted CoD is derived by taking DP&L’s total annual interest charges divided by
DP&L’s total carrying value of the debt. Where both the interest charges and carrying
value are reflective of the actual, or embedded figures, as of the date certain with one
adjustment; replacing the 3-year, 1.875% first mortgage bonds and relevant costs with a

new 6.60% 30-year first mortgage bond and related costs, as described above.

How did you project the 6.60% coupon and related costs of the new 30-year first
mortgage bonds?

(1) The coupon of this new bond was estimated based upon the following assumptions:

o the refinancing date: the existing $445 million first mortgage bonds are
refinanced with a new 30-year first mortgage bond on, or about, June 1, 2016;

o the implied 30-year US Treasury forward curve that corresponds to the
refinancing date: as referenced in Table 2 of the direct testimony of Company
Witness Morin, the average 30 year US treasury yield forecast for 2016 as
measured by Global Insight and Value Line is 4.00%;

o the expected secured bond rating of DP&L: given the balanced long-term
capital structure proposed herein, the assumption is that DP&L will maintain a
secured bond rating of BBB/Baa2; and

o the corresponding credit spread for a similarly rated 30-year First Mortgage

Bond: a regularly replenished population of public utility bonds as rated by
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Moody’s derives a 260 bps spread above the 30 year US Treasury for Baa
public utility issuers as of September 30, 2015.
As mentioned above, these assumptions resulted in a projected coupon for the new 30

year first mortgage bond of 6.60%.

(2) The projected costs associated with the new issuance were based on the following

assumptions:

o financing costs: Based upon our previous experience $6,062,906 of estimated
underwriting, legal, audit and rating agency fees, and other miscellaneous
expenses that are customary for this sort of transaction; and,

o redemption fees: $2,086,334 of contractually obligated fees associated with
retiring the current first mortgage bonds on June 1 2016, or 106 days prior to

their September 15, 2016 maturity date.

After incorporating the projected coupon and these projected costs, what is the cost
of debt associated with the new 30 year first mortgage bonds?

As outlined in Workpaper D-3.4a, after incorporating these adjustments, the projected

annual interest charges and net carrying value of the new 2016 first mortgage bonds are
$30,628,720 and $427,649,911, respectively. This results in a total cost of debt, for this

issue, of 7.16%.

What effect does this adjustment have on DP&L’s embedded cost of long term
debt?

As shown in Schedule D-1a, the effect of the known and measurable event, associated

with refinancing the 3-year $445 million First Mortgage Bonds with a longer-term 30-
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year issue, will result in an adjusted total CoD equal to 5.29 %, versus the current and

embedded cost of 2.72%.

Why would you replace low-cost short-term with higher-cost long-term debt?

It is appropriate to attempt to match as closely as possible the maturity of the long-term
debt with the expected useful lives of the distribution and transmission property it is
financing. This approach mitigates the interest rate risk and refinancing risk associated
with short-term debt issuances. For these reasons, long-term financing is widely viewed

as the common, and best, practice in public utility financing.

After this adjustment, will all of DP&L’s debt capital be long-term debt?

Yes. As of September 15, 2016 and immediately thereafter, in addition to the new 30-
year first mortgage bond discussed above, DP&L will also maintain (a) a 4.80% secured
$100 million pollution control bond maturing in 2036, and (b) Series A and Series B
secured pollution control bonds that have floating interest rates in an aggregate principal
amount of $200 million with maturity dates of 2040 and 2034, respectively. However,
while these floating-rate bonds have long-dated maturities, they also include a mandatory
put option for investors on the five year anniversary of their closing date, which means

for all practical purposes, these $200 million bonds have a 5-year maturity.

Why will DP&L maintain these $200M in bonds that do not have a maturity date
that match the expected useful lives of the distribution and transmission property
that they are financing?

First, due to the imminent generation scparation and the related need to continue to

recapitalize the business, it is imperative that DP&L maintains a portion of its debt



The Dayton Power and Light Company
Case No. 16-0395-EL-SSO
Standard Offer Rate
Calculation of the Standard Offer Rate
Period 1 (June 2017 - May 2018)

MW9

Exhibit ERB-2.1
Page 1 of 1

® ®) © ) ® ® © H) 0 0] ) ©
Residential Heat  Residential Heat Primary Private Outdoor
Line Description Residential (Summer) (Winter) Secondary Primary Substation High Voltage Lighting Street Lighting Total
1 Distribution Loss Factor - Energy 1.04461 1.04461 1.04461 1.04461 1.01701 1.00613 1.00613 1.04461 1.04461
2
3 Forecasted SSO Billing Determinants (kWh) 1,746,525,226 295,103,722 720,413,890 658,346,741 54,024,707 10,488,754 427,266,960 15,109,952 1313510  3,928,593,462
4
5 Auction Price $52.17
6 Reconciliation Component * $0.00
7 Cash Working Capital Component $0.11
8  Standard Offer Rate per MWh $52.28
9
10 Adjustment for Commercial Activity Tax (CAT) 1.0026
11 Standard Offer Rate per MWh, by tariff class $54.76 $54.76 $54.76 $54.76 $53.31 $52.74 $52.74 $54.76 $54.76
12
13 |Standard Offer Rate $0.0547558 $0.0547558 $0.0547558 $0.0547558 $0.0533091 $0.0527388 $0.0527388 $0.0547558 $0.0547558
14
15 |Standard Offer Rate Revenue $95,632,386 $16,158,640 $39,446,839 $36,048,302 $2,880,009 $553,164 $22,533,547 $827,358 $71,922 $214,152,167
16
17
18 Standard Offer Rate - Residential Heat (Winter) $0.0547558
19 Winter Discount Factor 12.83%
20 Discount kWh $0.0070
21 Standard Offer Rate - Residential Heat (Winter) -
after discount $0.0477306
22
23 Residential Heat (Winter) Standard Offer Rate
Revenue - after discount $34,385,787
24
25 Residential Heating Discount Amount $5,061,052
26
27 Total SSO kWh less Residential Heat (Winter) kWt 3,208,179,572
28
29 % of Total SSO kWh 54.440% 9.198% 20.521% 1.684% 0.327% 13.318% 0.471% 0.041%
30
31 Heating Discount Adder $2,755,224 $465,540 $1,038,572 $85,226 $16,546 $674,033 $23,837 $2,072
32
33 |Standard Offer Rate with Heating Discount $0.0563333 $0.0563333 $0.0477306 $0.0563333 $0.0548866 $0.0543163 $0.0543163 $0.0563333 $0.0563333
34
35 |Standard Offer Rate Revenue with Heating Discoun  $98,387,610 $16,624,180 $34,385,787 $37,086,875 $2,965,235 $569,711 $23,207,580 $851,194 $73,994 $214,152,167
36 Residential Heat (Summer) Rate $0.0563333
37 Residential Heat (Winter) Rate $0.0477306
38 Winter Discount Percentage 15.27%

* DP&L is not forecasting any over/under recovery under Reconciliation Component; illustration of component placement only

(M)

Source
DP&L's 2015 Loss Study
2015 SSO sales
Exhibit ERB-1, Page 2, Line 1
Exhibit ERB-2.12, Line 30 * 1,000
Exhibit ERB-2.11, Line 18 * 1,000
Line5+ Line 6 + Line 7
Line 1 *Line 8 * Line 10
Line 11/1000

Line 3 *Line 13

Column (E), Line 13
Line 18 * Line 19

Line 18 - Line 20

(Column (E), Line 3) * Line 21
(Column (E), Line 15) - Line 23
Line 5, Column (L) - Column (E)
Line 3/ Line 27

Line 25 * Line 29

Line 35/ Line 3

Line 15 + Line 31

Column (D), Line 33
Column (E), Line 33

(Line 36 - Line 37) / Line 36
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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")



and $800 million aggregate principal amount of 7.25% senior notes due 2021 (the "2021
Notes" and together with the 2016 Notes, the "notes") to finance the pending 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 II, 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 II, 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, 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 indirectly by AES or Merger Sub
or held 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 mandatory redemption provision relating to the consummation of the

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

Witness Responsible: Craig L. Jackson



INT-4-2. Regarding current levels of customer shopping in the DP&L service territory, identify
the following for each customer class (residential, commercial, industrial):
a. The percentage of customers (by both customer count and kilowatt hour volume)
taking service from a competitive retail electric service provider.
b. The percentage of customers (by customer count and kilowatt hour volume) taking
service from a competitive retail electric service provider outside of a governmental

aggregation.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 4 (proprietary),

5 (inspection of business records), 9 (vague or undefined), 13 (mischaracterization). DP&L
further objects that the information request is not relevant to the subject matter of this case and is
not kept in the ordinary course of business. Subject to all general objections, DP&L states please
see:

(1) http://www.puco.ohio.gov/puco/index.cfm/industry-information/statistical-reports/electric-
customer-choice-switch-rates-and-aggregation-activity/#sthash.uXAr9ngT.dpbs;

(2) http://www.puco.ohio.gov/puco/index.cfm/industry-information/statistical-reports/electric-
customer-choice-switch-rates-and-aggregation-activity/electric-switch-rates-by-
customer/customers-2q2016/;

(3) http://www.puco.ohio.gov/puco/index.ctm/industry-information/statistical-reports/electric-
customer-choice-switch-rates-and-aggregation-activity/aggregation-activity/aggregation-
2q2016/; and

(4) http://www.puco.ohio.gov/puco/index.cfm/industry-information/statistical-reports/electric-

customer-choice-switch-rates-and-aggregation-activity/electric-switch-rates-by-sales/sales-
2q2016/.

Witness Responsible: Nathan C. Parke



INT-4-3. Identify all efforts that DP&L has undertaken to transfer its interest in the Ohio Valley
Electric Corporation ("OVEC") to either an unaffiliated third party and/or an affiliate. In your
response, identity all communications and/or documents sent or exchanged between DP&L and
any sponsoring company (as that term is used in the Amended and Restated Inter-Company

Power Agreement) that relate to DP&L's efforts to transfer its interest in OVEC.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 3 (privileged and
work product), 4 (proprietary), 5 (inspection of business records), 6 (calls for narrative answer),
9 (vague and undefined), 10 (not in DP&L's possession), 12 (seeks information that DP&L does
not know at this time). Subject to all general objections, DP&L states that please see the
Company's responses to IEU 1st Set INTs 1-28 to 1-33. DP&L further states that since Mark
Miller assumed his present position in November 2014, please see IGS 4th Set INT-4-3

Attachment 1 through 7, DP&L-SSO 0007693 - DP&L-SSO 0007714.

Witness Responsible: Mark Miller



REQUEST FOR PRODUCTION OF DOCUMENTS

RPD-4-1. Provide copies of all documents identified or referenced in your response to any of
the foregoing interrogatories.

RESPONSE: General Objections Nos. 1 (relevance), 2 (unduly burdensome), 3 (privileged and
work product), 4 (proprietary), 7 (publicly available), 10 (possession of DP&L's unregulated
affiliate). Subject to all general objections, DP&L states see DP&L-SSO 0007693 - DP&L-SSO

0007725.

Respectfully submitted,

[s/ Jeftrey S. Sharkey
Charles J. Faruki (0010417)
(Counsel of Record)

D. Jeffrey Ireland (0010443)

Jeffrey S. Sharkey (0067892)

FARUKI IRELAND & COX P.L.L.

110 North Main Street, Suite 1600

Dayton, OH 45402

Telephone: (937) 227-3705

Telecopier: (937) 227-3717

Email: cfaruki@ficlaw.com
djireland@ficlaw.com
jsharkey@ficlaw.com

Attorneys for The Dayton Power
and Light Company
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RFA-2-1.

RESPONSE:

RFA-2-2.

RESPONSE:

RFA-2-3.

RESPONSE:

MW11

RESPONSES TO REQUESTS FOR ADMISSION

Admit that Attachment 1 is a true and accurate copy of the Application of the
AES Corporation, Dolphin Sub, Inc., DPL Inc., and the Dayton Power and Light
Company in PUCO Case No. 11-3002-EL-MER.

General Objections Nos. 1 (relevance), 5 (inspection of business records).

Subject to all general objections, DP&L states admitted.

Admit that AES Corporation, Dolphin Sub, Inc., DPL Inc., and the Dayton Power
and Light Company filed an application for consent and approval for a change in
control of DP&L in PUCO Case No. 11-3002-EL.-MER on May 18, 2011.

General Objections Nos. 1 (relevance), 5 (inspection of business records).

Subject to all general objections, DP&L admits that on May 18, 2011, AES
Corporation, Dolphin Sub, Inc., DPL Inc., and The Dayton Power and Light
Company filed an Application in PUCO Case No. 11-302-EL-MER captioned "In
the Matter of the Application of The AES corporation, Dolphin Sub, Inc., DPL
Inc. and The Dayton power and Light Company for Consent and Approval for a
Change of Control of The Dayton Power and Light Company." To the extent a

further response is required, RFA-2-2 is denied.

Admit that Attachment 2 is a true and accurate copy of the Reply Comments
submitted by the AES Corporation, Dolphin Sub, Inc., DPL Inc., and the Dayton
Power and Light Company in PUCO Case No. 11-3002-EL-MER on August 18,
2011.

General Objections Nos. 1 (relevance), 5 (inspection of business records).

Subject to all general objections, DP&L states admitted.



Respectfully submitted,

/s/ Jeffrey S. Sharkey

Charles J. Faruki (0010417)
(Counsel of Record)

D. Jeffrey Ireland (0010443)

Jeffrey S. Sharkey (0067892)

FARUKI IRELAND & COX P.L.L.

110 North Main Street, Suite 1600

Dayton, OH 45402

Telephone: (937) 227-3705

Telecopier: (937) 227-3717

Email: cfaruki@ficlaw.com
djireland@ficlaw.com
jsharkey@ficlaw.com

Attorneys for The Dayton Power
and Light Company



CERTIFICATE OF SERVICE

I certify that a copy of the foregoing The Dayton Power and Light Company's
Objections and Responses to the Requests for Admission in Interstate Gas Supply, Inc.'s Second
Set of Interrogatories, Requests for Production of Documents, and Requests for Admission to

The Dayton Power and Light Company, has been served via electronic mail upon the following

counsel of record, this 8th day of September, 2016:

Thomas McNamee

Natalia Messenger

Public Utilities Commission of Ohio

30 East Broad Street, 16th Floor

Columbus, OH 43215-3793

Email:
thomas.mcnamee(@ohioattorneygeneral.gov
natalia.messenger@ohioattorneygeneral.gov

Attorneys for PUCO Staff

Kimberly W. Bojko

Danielle M. Ghiloni

Carpenter Lipps & Leland LLP

280 North High Street, Suite 1300

Columbus, OH 43215

Email: bojko@carpenterlipps.com
ghiloni@carpenterlipps.com

Attorneys for The Ohio Manufacturers'
Association Energy Group

Kevin R. Schmidt

88 East Broad Street, Suite 1770
Columbus, OH 43215

Email: schmidt@sppgrp.com

Attorney for The Energy Professionals of Ohio

Frank P. Darr (Counsel of Record)

Matthew R. Pritchard

McNees Wallace & Nurick

21 East State Street, 17th Floor

Columbus, OH 43215

Email: fdarr@mwncmh.com
mpritchard@mwncmh.com

Attorneys for Industrial Energy Users — Ohio

David F. Boehm

Michael L. Kurtz

Kurt J. Boehm

Jody Kyler Cohn

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510

Cincinnati, OH 45202

Email: dboehm@BKLIlawfirm.com
mkurtz@BKLlawfirm.com
kboehm@BKLIawfirm.com
jkylercohn@BKLlawfirm.com

Attorneys for The Ohio Energy Group

Joseph Oliker (Counsel of Record)

Matthew White

Evan Betterton

IGS Energy

6100 Emerald Parkway

Dublin, OH 43016

Email: joliker@igsenergy.com
mswhite@igsenergy.com
Ebetterton(@igsenergy.com

Attorney for IGS Energy



Jetfrey W. Mayes

Monitoring Analytics, LL.C

2621 Van Buren Avenue, Suite 160
Valley Forge Corporate Center
Eagleville, PA 19403

Email: jeffrey.mayes@monitoringanalytics.com

Evelyn R. Robinson

PJM Interconnection, LL.C

2750 Monroe Blvd

Audubon, PA 19403

Email: evelyn.robinson@pjm.com

Attorneys for Monitoring Analytics, LLC as

The Independent Market Monitor for PIM

Trent Dougherty (Counsel of Record)
Ohio Environmental Council

1145 Chesapeake Ave., Suite 1
Columbus, OH 43212-3449

Email: tdougherty@the OEC.org

Attorney for the Ohio Environmental
Council and Environmental Defense Fund

William J. Michael (Counsel of Record)

Kevin F. Moore

Office of the Ohio Consumers' Counsel

10 West Broad Street, Suite 1800

Columbus, OH 43215-3485

Email: william.michael@occ.ohio.gov
kevin.more@occ.ohio.gov

Attorneys for the Ohio Consumers' Counsel

Michael D. Dortch

Richard R. Parsons

Kravitz, Brown & Dortch, LLC

65 East State Street, Suite 200

Columbus, OH 43215

Email: mdortch@kravitzllc.com
rparsons(@kravitzllc.com

Attorneys for Noble Americas
Energy Solutions LL.C

Joel E. Sechler (Counsel of Record)
Carpenter Lipps & Leland

280 N. High St., Suite 1300
Columbus, OH 43215

Email: sechler@carpenterlipps.com

Gregory J. Poulos

EnerNOC, Inc.

P.O. Box 29492

Columbus, OH 43229

Email: gpoulos@enernoc.com

Attorneys for EnerNOC, Inc.

Ryan P. O'Rourke

Carpenter Lipps & Leland LLP

280 Plaza, Suite 1300

280 North High Street

Columbus, OH 43215

Email: o'rourke@carpenterlipps.com

Attorney for The Kroger Co.

Colleen Mooney

Ohio Partners for Affordable Energy
231 West Lima Street

P.O. Box 1793

Findlay, OH 45839-1793

Email: cmooney@ohiopartners.org

Attorney for Ohio Partners for Affordable
Energy

Madeline Fleisher

Kristin Field

Environmental Law & Policy Center

21 West Broad Street, Suite 500

Columbus, OH 43215

Email: mfleisher@elpc.org
kfield@elpc.org

Attorneys for The Environmental Law &
Policy Center



Steven D. Lesser

James F. Lang

N. Trevor Alexander

Calfee, Halter & Griswold LLP

41 South High Street

1200 Huntington Center

Columbus, OH 43215

Email: slesser@calfee.com
jlang@calfee.com
talexander@calfee.com

Attorneys for The City of Dayton and
Honda of America Mfg., Inc.

Michael J. Settineri

Stephen M. Howard

Gretchen L. Petrucci

Ilya Batikov

William A. Sieck

Vorys, Sater, Seymour and Pease LLP

52 E. Gay Street

Columbus, OH 43215

Email: mjsettineri@vorys.com
smhoward@vorys.com
glpetrucci@vorys.com
ibatikov(@vorys.com
wasieck@vorys.com

Attorneys for Dynegy Inc.,
PIM Power Providers Group, and
Retail Energy Supply Association

Michelle Grant

Dynegy Inc.

601 Travis Street, Suite 1400
Houston, TX 77002

Email: michelle.d.grant@dynegy.com

Attorneys for Dynegy Inc.

Glen Thomas

1060 First Avenue, Suite 400

King of Prussia, PA 19406

Email: gthomas@gtpowergroup.com

Sharon Theodore
Electric Power Supply Association

Richard C. Sahli

Richard C. Sahli Law Office, LLC
981 Pinewood Lane

Columbus, OH 43230-3662
Email: rsahli@columbus.rr.com

Tony G. Mendoza, Staff Attorney (pro hac vice)
Sierra Club Environmental Law Program
2101 Webster Street, 13 Floor

Oakland, CA 94612

Email: tony.mendoza@sierraclub.org

Attorneys for Sierra Club

Lisa M. Hawrot

Spilman Thomas & Battle, PLLC
Century Centre Building

1233 Main Street, Suite 4000
Wheeling, WV 26003

Email: lhawrot@spilmanlaw.com

Derrick Price Williamson

Spilman Thomas & Battle, PLLC

1100 Bent Creek Blvd., Suite 101
Mechanicsburg, PA 17050

Email: dwilliamson@spilmanlaw.com

Carrie M. Harris

Spilman Thomas & Battle, PLLC
310 First Street, Suite 1100

P.O. Box 90

Roanoke, VA 24002-0090
Email: charris@spilmanlaw.com

Steve W. Chriss
Senior Manager, Energy Regulatory Analysis
Greg Tillman
Senior Manager, Energy Regulatory Analysis
Wal-Mart Stores, Inc.
2001 SE 10th Street
Bentonville, AR 72716-0550
Email: Stephen.Chriss@walmart.com
Greg. Tillman@walmart.com

Attorneys for Wal-Mart Stores East, LP
and Sam's East, Inc.

Evelyn R. Robinson
2750 Monroe Boulevard
Audubon, PA 19403



1401 New York Ave. NW 11th Floor
Washington, DC
Email: stheodore@epsa.org

Laura Chappelle

201 North Washington Square, Suite 910
Lansing, MI 48933

Email: laurac@chappelleconsulting.net

Attorneys for PIM Power Providers Group

Ellis Jacobs

Advocates for Basic Legal Equality, Inc.
130 West Second Street, Suite 700 East
Dayton, OH 45402

Email: ejacobs@ablelaw.org

Attorney for Edgemont Neighborhood Coalition

Amy B. Spiller

Jeanne W. Kingery

Elizabeth H. Watts

Duke-Energy Ohio, Inc.

139 East Fourth Street

1303-Main

Cincinnati, OH 45202

Email: amy.spiller@duke-energy.com
jeanne.kingery@duke-energy.com
elizabeth.watts@duke-energy.com

Attorneys for Duke-Energy Ohio, Inc.

John R. Doll

Matthew T. Crawford

Doll, Jansen & Ford

111 West First Street, Suite 1100

Dayton, OH 45402-1156

Email: jdoll@djflawfirm.com
mcrawford@djflawfirm.com

Attorneys for Utility Workers of
America Local 175

1077372.1

Email: evelyn.robinson@pjm.com

Attorney for PJM Interconnection, L.L.C.

Richard L. Sites

Ohio Hospital Association

155 East Broad Street, 3rd Floor
Columbus, OH 43215-3620

Email: rick.sites@ohiohospitals.org

Matthew W. Warnock

Dylan F. Borchers

Bricker & Eckler LLP

100 South Third Street

Columbus, OH 43215-4291

Email: mwarnock@bricker.com
dborchers@bricker.com

Attorneys for The Ohio Hospital Association

Terrence N. O'Donnell

Raymond D. Seiler

Dickinson Wright PLLC

150 East Gay Street, Suite 2400

Columbus, OH 43215

Email: todollell@dickinsonwright.com
rseiler@dickinsonwright.com

Attorneys for Mid-Atlantic Renewable
Energy Coalition

Devin D. Parram

Taft Stettinius & Hollister LLP
65 East State Street, Suite 1000
Columbus, OH 43215

Email: dparram@taftlaw.com

Attorney for People Working
Cooperatively, Inc.

/s/ Jeffrey S. Sharkey

Jeffrey S. Sharkey
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Consent and Approval for a Change of :

Control of The Dayton Power and Light

Company

APPLICATION OF THE AES CORPORATION, DOLPHIN SUB; INC.,
DPL INC. AND THE DAYTON POWER AND LIGHT COMPANY

L INTRODUCTION
Pursuant to Ohio Rev. Code § 4905.402, The AES Corporation, a

Delaware corporation ("AES"), Dolphin Sub, Inc., an Ohio corporation and newly-
formed wholly-owned subsidiary of AES ("Merger Sub"), DPL Inc., an Ohioicorporation
("DPL Inc."), and The Dayton Power and Light Company, an Ohio corporation and
wholly-owned subsidiary of DPL Inc. ("DP&L"), request the Commission's a‘pprovai ofa
merger of Merger Sub with and into DPL Inc., with DPL Inc. surviving as a wholly-
owned subsidiary of AES. AES (NYSE: AES) is a global power company headquartered
in Arlington, Virginia, that, through its subsidiaries and affiliates, owns a portfolio of
generation and distribution businesses throughout the world. Merger Sﬁb is a newly-
formed, wholly-owned subsidiary of AES formed for the purpose of effecting the merger.

As a result of the proposed merger, Merger Sub would merge with and into DPL Inc.,

Merger Sub would cease to exist and DPL Inc. would survive as a wholly-owned

{ subsidiary of AES.
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Upon consummation of the proposed merger, AES would own all of DPL
Inc.'s outstanding shares of common stock. As consideration for the proposed merger,
DPL Inc.'s current shareholders would receive $30 cash in exchange for each DPL Inc.

share and DPL Inc.'s shares would no longer be publicly traded.

In today's electricity marketplace, utilities require scale and a broad set of
skills in all types of generation and energy delivery to operate in a manner that benefits
customers. To meet the challenges of the changing dynamics of the energy industry and
of the economy, a scale larger than that of DP&L is required, as evidenced bﬁ recent
transactions such as FirstEnergy/Allegheny Energy, Duke/Cinergy, Duke/Progress
Energy, PPL/LG&E and Kentucky Utilities, and Exelon/Constellation. Being a part of
the AES group will make available to DP&L and its customers an extensive global
network of technical expertise and resources, which will enhance DP&L's ability to
compete with the substantially larger Ohio utilities. For example, globally AES operates
14 utilities distributing power to approximately 11.5 million customers, and 1t employs

29,000 people. AES also has extensive expertise in the development and opei'aﬁon of

renewable energy resources.

The Agreement and Plan of Merger ("Agreement") addresses issues of
workforce, headquarters location, and local decision-making authority. Specifically, it
provides that following the merger through December 31, 2013, AES shall not cause
DPL Inc. and DP&L to implement any involuntary workforce reductions that - would
result in DPL Inc. and DP&L employing substantially fewer individuals in the aggregate
than are employed immediately before the merger. In addition, the AgTeemel:it provides

that, for a period of at least two years following the merger, DPL Inc. and DP&L will
2



maintain their operating headquarters in Dayton, Ohio and DP&L will maintain the
DP&L name. AES will also cause DP&L to maintain local decision-making authority for
at least two years following the merger. After the merger, DP&L will continﬁe to exist as
an Ohio electric utility, and it will continue to provide reliable service at reasonable rates

to its customers.
Key elements and benefits of the merger include:

1. AES is committed to preserving DP&L's local decision making
authority, including its commitment to maintain DP&L's operating
headquarters in Dayton, Ohio and DP&L's name, for at least two
years following the merger.

2. Customers will continue to receive the same high-quality service at
reasonable rates that they received before the merger. DP&L's
rates are currently fixed through 2012 and were approved by the
Commission. Post 2012 rates will also be subject to approval by
the Commission.

3. AES is committed to meeting customers’ energy demands, and it
contributes to communities' capability to grow by providing
reliable and responsible electric power. Customers will benefit
from the extensive technical expertise and resources of the AES
group. The merger will allow DP&L to build on what has made it
a reliable, efficient utility while receiving the benefits of being a
part of a larger global company. AES owns Indianapolis Power &
Light Company ("IPL"), and IPL's close proximity to DP&L will
allow each company to provide better emergency response
services. :

4, The merger will not result in further consolidation amohg Ohio
utilities.

5. Following the merger through December 31, 2013, AES has
committed to cause DPL Inc. and DP&L not to implement any
involuntary workforce reductions that would result in DPL Inc. and
DP&L employing substantially fewer individuals in the aggregate
than are employed immediately before the merger.

6. For at least two years following the merger, DP&L will continue to
provide corporate contributions and community support in the



Dayton, Ohio area at levels substantially consistent with its current
levels of charitable contributions and community support. In
addition, because The DP&L Foundation is an independent entity,
it will not be affected by the merger. It will continue its
community focus, as it has for over 25 years.

7. Upon consummation of the merger, DP&L's credit rating will
remain investment grade.

The merger thus provides significant benefits to DP&L's customers and its
other stakeholders, while ensuring that those customers continue to receive reliable
service at reasonable rates. The Commission should conclude that the merger promotes

the public convenience, and it should approve the merger.

IL PROPOSED SCHEDULE

To assist in expediting this proceeding, Applicants suggest that the

Commission institute the following schedule:

1. Initial comments of Staff and interested persons 30 days from filing of this
Application

2. Reply comments 3 weeks after initial
comments

3. PUCO decision Within six months after
filing of Application

Of course, in order to accommodate this schedule, Applicants would not
object to a Commission order suspending automatic approval of the Application by

operation of Ohio Rev. Code § 4905.402(B).




IIL DESCRIPTION OF THE APPLICANTS

A, AES

AES is a corporation duly 6rganized and existing under the laws of the
State of Delaware. It is a Fortune 200 global energy company. AES operates 14 utilities
worldwide, with approximately 11.5 million customers served. In 2010 AES’s revenue
from utility operations was $9.1 billion, and its total revenue was $16.6 billion. Nearby
IPL provides retail electric service to approximately 470,000 residential, commercial, and
industrial customers in Indianapolis and other central Indiana communities. AES has
owned IPL for over a decade, and during that time IPL has achieved significant
improvements in operational performance, reliability, customer satisfaction and
environmental performance. With respect to generation, AES has a twenty-five year
history of managing fossil fuel assets, similar to the DPL facilities, with over‘30.5 GW of
fossil fuel and 8.0 GW of hydro generation owned worldwide. The AES renewables
business includes approximately 1.8 GW of wind generation and AES Solar, a joint
venture between AES and Riverstone Holdings, LLC, has over 100 MW of sé)lar

photovoltaic generation in operation or under construction.
B. DPL INC. AND DP&L

DPL Inc. is an Ohio holding company, and its principal subsidiary is
DP&L. DP&L provides electric service to approximately 500,000 retail customers in
West Central Ohio. DPL Inc. owns, through its subsidiaries, approximately 3,800
megawalis of generation capacity, and employs approximately 1,500 people. In addition
to DP&L, the utility, DPL Inc. has two other major subsidiaries — DPL Energy LLC, an
owner and operator of 556 MW of generation, and DPL Energy Resources, Inc., a

5



PUCO-certified Competitive Retail Electric Service Provider operating in Ohio. In
August 2010, DPL Inc. was named one of Forbes Magazine's " 100 Most Trusted

Companies"” for the second consecutive year.

IV. DESCRIPTION OF THE PROPOSED MERGER

On April 19, 2011, AES and Merger Sub entered into the Agréement with
DPL Inc., pursuant to which, subject to the satisfaction or waiver of certain conditions,
Merger Sub will merge with and into DPL Inc., with DPL Inc. surviving. As a result of
the merger, Merger Sub will cease to exist, and DPL will survive as a wholly—owned
subsidiary of AES. The merger is subject to satisfaction or waiver of customary closing
conditions, including DPL shareholder approval and the receipt of required regulatory
approvals. For a complete description of the terms of the proposed merger, please refer

to the Agreement, a copy of which is attached as Exhibit 1.

The merger will create an organization with significantly greater scale and
scope than is the case for DPL Inc./DP&L prior to the merger. The merger v:iould result
in DPL Inc. becoming part of an organization with more than a tenfold incredse in
aggregate retail customers, megawatts in operation and employees. That greﬁter scale
and scope will improve DPL Inc.'s ability to continue investing in DP&L's plant,
equipment and other assets, all of which will be beneficial to DPL Inc. and DP&L's
customers and employees, and it will also improve DP&L’s ability to purchase

equipment and commodities on favorable terms.



V. THE MERGER WILL PROMOTE THE PUBLIC CO NIENCE
In evaluating whether to approve the proposed merger, the Commission
should consider whether the merger "will promote the public convenience and result in

the provision of adequate service for a reasonable rate." Ohio Rev. Code § 4905.402(B).

A. THE MERGER WILL BENEFIT CUSTOMERS

1. Service

After the merger, DP&L will continue to exist as an Ohio electric utility,
and it will continue to provide reliable service at reasonable rates to its customers.
Following the merger through December 31, 2013, AES has committed to cause DPL
Inc. and DP&L not to implement any involuntary workforce reductions that would result
in DPL Inc. and DP&L employing substantially fewer individuals in the aggregate than
are employed immediately before the merger. Agreerﬂent, §§ 5.5. In addition, AES has
committed to cause DPL Inc. and DP&L to maintain their operating headquarters in
Dayton, Ohio and to cause DP&L to maintain its name and local decision making
authority, in each case for at least two years following the merger. Agreement, §§ 5.15
& 5.16. DP&L's customers will not experience any decline in DP&L's reliable service

after the merger.

In addition, AES, with $40.5 billion of assets on its balance sheet, is a
much larger corporation than is DPL Inc. As an AES subsidiary, DP&L will benefit from
AES's access to capital markets and its broad experience and strong relationships with the
financial community. For example, AES raised approximately $1.6 billion in new equity

in 2010. Under AES ownership, IPL has made substantial investments in plant in



service, including over $500 million in environmental investments in its coal-fired

generation units.

The merger will also result in DP&L having access to AES's significant
managerial, operational and technical expertise. Access to those resources will assist the
operation of DP&L's business, including with regard to economical purchases of fuel and
other commodities, enhanced management of the risks of environmental compliance, and

utilization of emerging technology.

Renewables and Energy Storage

AES has extensive experience developing and operating me%ble
energy projects, with over 1.8 GW of wind and AES Solar has over IOOMWS; of solar
photovoltaic projects under construction or in operation. AES and AES Solar also have a
significant pipeline of wind and solar projects, respectively, under development in the
U.S. AES's 100MW Armenia Mountain wind project, located in Pennsylvania, began
operations in 2009. AES is currently constructing the 98MW Laurel Mounﬁn wind farm
in Pennsylvania, which includes 32MW of energy storage. A third wind pmj#ct being
developed by AES, New Creek, located in West Virginia, is presently in advanced

development and is set to have a capability of 127MW.

In addition to renewable energy, AES is also a market leader in the
development, installation and operation of grid-scale energy storage projects.. These
systems combine advanced batteries, digital power controls, and patented control
software. These projects improve the reliability of the power grid by providing nearly
instantaneous power for operating reserves such as frequency regulation or spinning

8



reserves. Fast response capabilities enable a more resilient power system and support the
continuing deployment of renewable generation. AES has operated advanced storage
projects connected to the grid in PJM, NYISO, MISO, ERCOT, CAISO, and abroad with

more than 80MW of advanced storage projects in operation or under construction.

Demand Side Management and Energy Efficiency

AES also has demand side management and smart grid experience. IPL,
for example, currently has extensive demand side management offerings for all
residential customers and the vast majority of commercial and industrial customers. In
terms of smart grid experience, IPL was awarded a $20 million Smart Grid Investment
Grant with the US Department of Energy toward an almost $50 million investment in
Advanced Metering Infrastructure (“AMI”) deployment, distribution automation and
demand side management offerings including an electric vehicle program. IPL’s well-
planned incremental approach to phase in AMI, further automate 95% of its distribution
feeders, and proactively engage in electric vehicle technology implementation minimizes
costs while adding customer value over a 3 year period of 2010 to 2013. With
approximately 40% of the project complete, IPL will begin reporting impact benefits
through the DOE, which it will share with AES affiliates in Q4 2011 and continue doing

so through 2015.

Customer Service

Further, because DP&L and IPL are relatively close in proximity to each
other, it will be possible for DP&L. and IPL to provide better emergency response
services and share best practices. IPL’s customer service call center has been recognized

9



as being in the top 10% of all call centers by BenchmarkPortal, and IPL has ranked in the
top quartile for overall customer satisfaction, as rated by J.D. Power and Associates. [PL
has also had the best customer reliability among investor-owned utilities in Indiana over
the past nine years. IPL's residential rates are the lowest among the twenty largest cities
served by investor-owned electric utilities. Accordingly, there may be additional
opportunities for DP&L and IPL to share best practices with respect to call centers,

reliability, operations, and storm restoration.

The AES corporate strategy is to focus on growth opportlmitiés in key
markets, including generation and utility investments in the Midwest and U.S. generally.
Today, AES owns five generation facilities totaling approximately 1.9 GW in the PJIM
market, including a 100 MW wind facility. Working together with the Comnﬁssion and
other stakeholders to develop appropriate cost recovery mechanisms, AES believes its
investment in DPL Inc. could serve as a platform for future utility and generation

investments in Ohio.

2. Rates

The merger will not affect DP&L's rates. DP&L's current generation
standard service offer rates will be governed by its existing electric security plan (ESP),
which the Commission approved in Case No. 08-1094-EL-SSO (2008 ESP), the term for
which extends through December 31, 2012. As stipulated in its 2008 ESP, DP&L's
distribution service rates are frozen at current levels through December 31, 2012.
Accordingly, because DP&L's rates are currently just and reasonable and the inerger will
not have an impact on them, the acquisition of control of DPL Inc. (and thus of DP&L)

by AES will result in the continuing provision of adequate service at reasonable rates.
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B. THE MERGER WILL BENEFIT THE COMMUNITIES IN
DP&L'S SERVICE TERRITORY

Pursuant to the Agreement, following the merger through December 31,
2013, AES agreed to cause DPL Inc. and DP&L not to implement any involuntary work
force reductions that would result in DPL Inc. and DP&L employing substantially fewer
individuals in the agpgregate than are employed immediately before the merger.
Agreement, § 5.5. In addition, AES has committed to cause DPL Inc. and DP&L to
maintain their operating headquarters in Dayton, Ohio for at least two years f;:llowing the
merger. Agreement, § 5.15. The merger will thus protect the economy of thie Dayton

area and will not negatively impact State employment levels.

Further, both DPL Inc. and AES have strong commitments to their
communities. For at least two years following the merger, DP&L will continue to
provide corporate contributions and community support in the Dayton, Ohio area at
levels substantially consistent with its current levels of charitable contributioﬁs and
community support. Agreement, § 5.17. In addition, because The DP&L Foundation is
an independent entity, it will not be affected by the merger and will continue its
community focus, as it has for over 25 years. The DP&L Foundation has already been
fully funded by DP&L's shareholders, and has been using proceeds earned by that fund to
donate more than $1 million annually to civic, cultural and youth organizations. The
Foundation is a charitable organization that is independent of DPL Inc. and DP&L, and it
has an independent board of trustees. The Foundation will remain independent of
DP&L, DPL Inc., and AES after the merger. The Foundation will, thus, continue to be

able to make substantial contributions to the community for many years to come.
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C. THE MERGER WILL BENEFIT UTILITY DIVERSITY IN
OHIO

AES’s access to global financial markets and its managerial and technical
expertise will enhance DP&L's ability to maintain its competitive position relative to its
peers, and address the significant challenges facing the electric utility industry. The
Cormmission should thus conclude that the merger will promote diversity of utility

viewpoints and enhance competitive markets in Ohio.

VL CORPORATE SEPARATION WILL BE MAINTAINED

After the merger, DP&L will continue to operate as an Ohio public utility
and will comply with the Commission’s Corporate Separation Rules, its Corporate
Separation Plan, and the FERC Standards of Conduct. DP&L will continue to maintain
its own books and records, and it will ensure that any transactions between DP&L and
any of its affiliates are made in compliance with the Commission's Corporate Separation
Rules.

VIL THE MERGER WILL HAVE NO EFFECT ON COMMISSION
JURISDICTION

Following the merger, this Commission will retain the same regulatory
authority over DP&L, the public utility authorized to supply regulated electric services
within Ohio. Upon completion of the merger, DP&L will continue to be wholly-owned
by DPL Inc., and only the ultimate corporate holding company of DP&L will change. As

a result, the Coromission's authority over DP&L will be unaffected.

VIIL RELATED GOVERNMENT FILINGS
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In addition to the filings with this Commission, the Joint Applicants are
taking steps to satisfy the requirements of other governmental entities with respect to the
merger. The Joint Applicants, either jointly or individually, have made or will make
filings with the following governmental entities: the Federal Energy Regulatory
Commission, the Securities and Exchange Commission, the Federal Communications
Commission, the Federal Trade Commission, the United States Department of Justice,

and the Vermont Department of Insurance.

IX. ATTACHMENTS

Attached to this Application are:

Exhibit 1 -- Agreement and Plan of Merger

Exhibit 2 -- The most recent Annual Report of The AES Corporation
Exhibit 3 -- The most recent Annual Report of DPL Inc.

X. CONCLUSION

AES is committed to preserving the independent operation of DP&L,
including maintaining DPL Inc.'s and DP&L's operating headquarters in Dayton, Ohio
and maintaining DP&L's local decision making authority for at least two yeais following
the merger. After the merger, DP&L's customers will continue to receive quality service
at reasonable rates. DP&L's customers will benefit from the merger because of AES's
size and managerial and technical expertise. The Dayton area will benefit from the
merger because through December 31, 2013, AES has agreed to cause DPL Inc. and

DP&L not to implement any involuntary work force reductions that would result in DPL
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Inc. and DP&L employing substantially fewer individuals in the aggregate than are
employed immediately before the merger. Given the foregoing, the Commission should
conclude that the merger promotes the public convenience and will result in the provision
of adequate service at reasonable rates. Ohio Rev. Code § 4905.402(B). The

Commission should therefore approve the merger.
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AGREEMENT AND PLAN OF MERGER, dated as of April 19, 2011 (the
“Agreement”), by and among DPL Inc., an Ohio corporation (the “Company”), The AES
Corporation, a Delaware corporation (“Parent™), and Dolphin Sub, Inc., an Ohio corporation and
a wholly-owned direct or indirect subsidiary of the Parent (“Merger Sub”).

WHEREAS, the parties intend that Merger Sub be merged with and into the
Company, with the Company surviving the Merger as a direct or indirect wholly-owned
subsidiary of Parent (the “Merger”™);

WHEREAS, the Board of Directors of the Company has (i) determined that it is
advisable and in the best interests of the Company and its shareholders, and declared it advisable
to enter into this Agreement and to consummate the transactions contemplated hereby, including
the Merger (the “Transactions™), (ii) approved the execution, delivery and performance of this
Agreement and the consummation of the Transactions and (iii} resolved to recommend adoption
of this Agreement and approval of the Transactions, including the Merger by the shareholders of
the Company;

WHEREAS, the Board of Directors of Parent has (i) determined that it is in the
best interests of Parent and its shareholders, and declared it advisable, to enter into this
Agreement and consummate the Transactions and (ii) approved the execution, delivery and
performance of this Agreement and the consummation of the Transactions;

WHEREAS, Parent or its relevant Subsidiary, as the sole shareholder of Merger
Sub, has approved this Agreement and the Transactions, including the Merger; and

WHEREAS, Parent, Merger Sub and the Company desire to make certain
representations, warranties, covenants and agreements specified herein in connection with the
Transactions, including the Merger, and also to prescribe certain conditions to the Transactions,
including the Merger.

NOW, THEREFORE, in consideration of the foregoing and the representations,
warranties, covenants and agreements contained herein, and intending to be legally bound hereby,
Parent, Merger Sub and the Company agree as follows:

ARTICLE I

THE MERGER

Section 1.1 ~ The Merger. At the Effective Time, upon the terms and subject to the
conditions set forth in this Agreement and in accordance with the applicable provisions of the
Ohio General Corporation Law (the “OGCL”"), Merger Sub shall be merged with and into the
Company, whereupon the separate corporate existence of Merger Sub shall cease, and the
Company shall continue its corporate existence under the OGCL as the surviving cerporation in



the Merger (the “Surviving Corporation”) and a direct or indirect wholly-owned suBsidiary of
Parent.

Section 1.2 Closing. The closing of the Merger (the “Closing™) shall take place at the
offices of Skadden, Arps, Slate, Meagher & Flom LLP, Washington, D.C., at 10:00.a.m. local
time, on the third (3™) business day immediately following the date on which the last of the
conditions set forth in Article VI hereof is satisfied or waived (other than those conditions that by
their nature are to be satisfied by action taken at the Closing, but subject to the satisfaction or
waiver (to the extent permitted by applicable Law) of such conditions) (such third business day
immediately following the date on which the last of the conditions set forth in Article VI hereof
is satisfied or waived, the “Initial Date™). At the election of Parent, the “Closing Date” may be at
any time during the period beginning on the Initial Date through the date which is seventeen (17)
business days after the Initial Date, or such other place, date and time as the Company and Parent
may agree in writing.

Section 1.3 Effective Time. Subject to the provisions of this Agreement, on the
Closing Date, the parties shall file a certificate of merger or other appropriate document
providing for the Merger (the “Certificate of Merger”) in a form mutually agreed upon by Parent
and the Company (acting reasonably), executed in accordance with, and containing such
information as is required by, the relevant provisions of the OGCL, with the Secretary of State of
the State of Ohio and shall make all other filings or recordings required under the OGCL. The
Merger shall become effective upon the filing of the Certificate of Merger in accordance with the
OGCL, or at such later time as is agreed by the parties hereto and specified in the Certificate of
Merger in accordance with the relevant provisions of the OGCL (such date and time is
hereinafier referred to as the “Effective Time™).

Section 1.4  Effects of the Merger. The effects of the Merger shall be as provided in
this Agreement and in the applicable provisions of the OGCL. Without limiting the generality of
the foregoing, and subject thereto, at the Effective Time, all of the property, rights, privileges,
powers, immunities and franchises of the Company and Merger Sub shall vest in the Surviving
Corporation, and all debts, liabilities, duties and obligations of the Company and Merger Sub
shall become the debits, liabilities, duties and obligations of the Surviving Corporation, all as
provided under the OGCL and the other applicable Laws.

Section 1.5 Articles and Regulations of the Surviving Corporation. At the Effective
Time, the articles of incorporation and code of regulations of the Company, as in effect
immediately prior to the Effective Time, shall be amended and restated as of the Effective Time
to be in the form of (except with respect to the name of the Company) the articles of
incorporation and code of regulations of Merger Sub, and as so amended shall be the articles of
incorporation and code of regulations of the Surviving Corporation until thereafter amended in
accordance with the provisions thereof and hereof and applicable Law, in each case consistent
with the obligations set forth in Section 5.9. For the avoidance of doubt, the name of the
Surviving Corporation shall be the name of the Company.

Section 1.6  Directors. Subject to applicable Law, the directors of Merger Sub
immediately prior to the Effective Time shall be the directors of the Surviving Corporation and
shall hold office until their respective successors are duly elected or appointed and qualified or
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their earlier death, resignation or removal in accordance with the articles of incorporation and
code of regulations of the Surviving Corporation.

Section 1.7 Officers. The officers of the Company immediately prior to the Effective
Time shall be the officers of the Surviving Corporation and shall hold office until their respective
successors are duly elected or appointed and qualified or their earlier death, resignation or
removal in accordance with the articles of incorporation and code of regulations of the Surviving
Corporation. '

Section 1.8 Subsequent Actions. If at any time after the Effective Time the Surviving
Corporation shall determine that any actions are necessary or desirable to vest, perfect or confirm
of record or otherwise in the Surviving Corporation its right, title or interest in, to or under any of
the rights, properties or assets of cither of the Company or Merger Sub acquired or to be acquired
by the Surviving Corporation as a result of, or in connection with, the Merger or otherwise to
carry out this Agreement, then the officers and directors of the Surviving Corporation shall be
authorized to take all such actions as may be necessary or desirable to vest all right, title or
interest in, to and under such rights, properties or assets in the Surviving Corporation or
otherwise to carry out this Agreement.

ARTICLE I

TREATMENT OF SHARES

Section 2.1  Effect on Stock. At the Effective Time, by virtue of the Merger and
without any action on the part of the Company, Merger Sub or the holders of any securities of
the Company or Merger Sub:

(a) Conversion of Company Common Stock. Subject to Sections 2.1(b),
Section 2.3 and Section 2.4, each issued and outstanding share of common stock, par value $.01

per share, of the Company outstanding immediately prior to the Effective Time (such shares,
collectively, “Company Common Stock,” and each, a “Share”), together with the associated
preferred share purchase rights (the “Rights™) under the Shareholders Rights Plan shall thereupon
be canceled and, subject to the provisions of Section 2.1(b), shall be converted automatically into
and shall thereafier represent the right to receive cash in the amount of thirty dollars ($30.00) per
share (the “Merger Consideration™), payable without interest, to the holder of such share of
Company Common Stock. As of the Effective Time, all such shares of Company Common
Stock and Rights shall no longer be outstanding and shall automatically be canceled and shall
cease to exist, and each holder of a certificate, which immediately prior to the Effective Time
represented any such shares of Company Common Stock, shall cease to have any rights with
respect thercto, except the right to receive the Merger Consideration, without interest, to be paid
in consideration therefor upon surrender, in accordance with Section 2.2(b), of the ¢ertificate
formerly evidencing such share. Throughout this Agreement, the term “Shares” refers to the
Shares together with the associated Rights.

(b)  Cancellation of Shares. Each Share that is owned, directly or indirectly,
by Parent or Merger Sub immediately prior to the Effective Time or held by the Company or any
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Subsidiary of the Company immediately prior to the Effective Time shall, by virtue of the
Merger and without any action on the part of the holder thereof, be canceled and retired and shall
cease to exist, and no consideration shall be delivered in exchange for such cancellation and
retirement. :

{c) Conversion of Merger Sub Common Stock. At the Effective Time, by
virtue of the Merger and without any action on the part of the holder thereof, each share of
common stock, par value $0.01 per share, of Merger Sub issued and outstanding immediately
prior to the Effective Time shall be converted into and become one validly issued, fully paid and
nonassessable share of common stock, par value $0.01 per share, of the Surviving Corporation
and shall constitute the only outstanding shares of stock of the Surviving Corporation. No
capital stock of the Merger Sub will be issued or used in the Merger.

Section2.2  Exchange of Shares.

(a) Paying Agent. Prior to the Effective Time, Parent shall designate a bank
or trust company reasonably acceptable to the Company to act as agent (the “Paying Agent”) for
the holders of shares of Company Common Stock, the Restricted Shares and Company RSUs, for
the payment of the Merger Consideration in each case in accordance with this Article Il. Ator
prior to the Effective Time, Parent shall deposit or cause to be deposited with the Paying Agent
for the benefit of the holders of all of the foregoing shares an amount in cash sufficient to pay the
aggregate amount of Merger Consideration deliverable pursuant to Section 2.1(a) and Section 2.4,
other than in respect of Dissenting Shares or shares canceled pursuant to Section 2.1(b) (such
cash amount being hereinafter referred to as the “Exchange Fund™). Notwithstanding anything to
the contrary contained hereto, the Paying Agent shall not disburse any part of the Exchange Fund
prior to the Dissenters Determination Date. Pending its disbursement in satisfaction of such
obligations, the Exchange Fund shall be invested by the Paying Agent as directed by Parent in
(1) short-term direct obligations of the United States of America, (ii) short-term obligations for
which the full faith and credit of the United States of America is pledged to provide for the
payment of principal and interest, (iii) short-term commercial paper rated the highest quality by
either Moody’s Investors Service, Inc. or Standard and Poor’s Ratings Services or -

(iv) certificates of deposit, bank repurchase agreements or banker’s acceptances of commercial
banks with capital exceeding $1.0 billion. Upon the date that is one (1) business day after the
Dissenters Determination Date, the Paying Agent shall disburse to Parent that portion of the
Exchange Fund (if any) attributable to Dissenting Shares. If a Dissenting Shareholder effectively
withdraws its demand for, or loses its rights to, payment of fair cash value pursuant to Section
1701.85 of the OGCL with respect to any Dissenting Shares, (i) such Company Common Stock
shall cease to be Dissenting Shares and (ii) Parent shall make available or cause to be made
available to the Paying Agent additional funds in an amount equal to the product of (x) the
number of Dissenting Shares for which the Dissenting Shareholder has withdrawn its demand for,
or lost its rights to, payment of fair cash value pursuant to Section 1701.85 of the OGCL and (y)
the Merger Consideration. Parent shal] or shall cause the Surviving Corporation to, promptly
replace or restore the cash in the Exchange Fund so as to ensure that the Exchange Fund is at all
times maintained at a level sufficient for the Paying Agent to make such payments under Section
2.1(a) and Section 2.4. Nothing contained in this Section 2.2(a) and no investment losses
resulting from investment of the funds deposited with the Paying Agent shall diminjsh the rights
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of any holder of Company Common Stock, the Restricted Shares and Company RSUs, to receive
the Merger Consideration.

(b) Payment Procedures. As soon as practicable after the Effective Time, the
Surviving Corporation shall cause the Paying Agent to mail to each holder of record of Company
Common Stock, (i) a certificate or certificates (each, a “Certificate™), which as of the Effective
Time represented outstanding shares of Company Common Stock, the Restricted Shares or the
Company RSUs, that were canceled or converted and became instead the right to recetve the
Merger Consideration pursuant to Section 2.1(a) or Section 2.4, (ii) a letter of transmittal (which
shall specify that delivery shall be effected, and risk of loss and title to the Certificates shall pass,
only upon delivery of the Certificates (or affidavits of loss in lieu thereof) to the Paying Agent,
and which shall be in such form and shall have such other customary provisions as Parent and
the Company may reasonably agree prior to the Closing Date) and (iii) instructions:for use in
effecting the surrender of the Certificates (or affidavits of loss in lieu thereof) in exchange for
payment of the Merger Consideration. Upon surrender of a Certificate (or affidavits of loss in
lieu thereof) for cancellation to the Paying Agent, together with such letter of transmittal, duly
completed and validly executed in accordance with the instructions (and such other customary
documents as may rcasonably be required by the Paying Agent), the holder of such Certificate
shall, subject to Section 2.3, be entitled to receive in exchange therefor the Merger Consideration,
without interest, for each share of Company Common Stock formerly represented by such
Certificate, and the Certificate so surrendered shall forthwith be canceled. If payment of the
Merger Consideration is to be made to a person other than the person in whose name the
surrendered Certificate is registered, it shall be a condition of payment that (x) the Certificate so
surrendered shall be properly endorsed or shall otherwise be in proper form for transfer and (y)
the person requesting such payment shall have paid all transfer and other Taxes required by
reason of the payment of the Merger Consideration to a person other than the registered holder of
such Certificate surrendered and shall have established to the reasonable satisfaction of the
Surviving Corporation that such Tax either has been paid or is not applicable. Until surrendered
as contemplated by this Section 2.2, each Certificate shall be deemed at any time after the
Effective Time to represent only the right to receive the Merger Consideration as contemplated
by this Article II, without interest.

(c) Withholdings. Each of Parent, Merger Sub, the Company, the Surviving
Corporation and the Paying Agent shall be entitled to deduct and withhold, from any
consideration payable or otherwise deliverable under this Agreement, such amounts as are
required to be withheld or deducted under the Internal Revenue Code of 1986, as amended (the
“Code™) or any provision of state, local or foreign Law with respect to the making of such
payment. To the extent that amounts are so withheld or deducted, such withheld or deducted
amounts shall be treated for all purposes of this Agreement as having been paid to the person(s)
to whom such amounts would otherwise have been paid.

(d)  No Further Ownership Rights in Company Common Stock; Closing of
Transfer Books. Subject to Section 2.3, from and after the Effective Time, the holders of shares
of Company Comumon Stock, the Company Stock Options, the Restricted Shares and Company
RSUs outstanding immediately prior to the Effective Time shall cease to have any rights with
respect to such Shares, Company Stock Options, Restricted Shares or Company RSUs, except as
otherwise provided herein and by applicable Law. The Merger Consideration paid in respect of
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shares of Company Common Stock, the Company Stock Options, the Restricted Shares and
Company RSUs upon the surrender for exchange of Certificates in accordance with the terms of
this Article Il shall be deemed to have been paid in full satisfaction of all rights pertaining to the
shares of Company Common Stock, the Company Stock Options, the Restricted Shares and
Company RSUs previously represented by such Certificates. From and after the Effective Time,
the stock transfer books of the Company shall be closed with respect to the Shares, the Company
Stock Options, the Restricted Shares and Company RSUs that were outstanding immediately
prior to the Effective Time, and there shall be no further registration of transfers on the stock
transfer books of the Surviving Corporation of the Shares that were outstanding immediately
prior to the Effective Time. Subject to the penultimate sentence of Section 2.2(d), if, after the
Effective Time, Shares, Company Stock Options, Restricted Shares or Company RSUs are
presented to the Surviving Corporation or the Paying Agent for any reason, they shall be
canceled and exchanged as provided in this Article II.

{(e) Termination of Exchange Fund. At any time commencing nine (9) months
after the Effective Time, Parent shall be entitled to require the Paying Agent to deliver to it any
funds (including, without limitation, all interest and other income received by the Paying Agent
in respect of all funds made available to it) that had been made available to the Paying Agent and
which have not been disbursed to holders of Certificates, and thereafter such holders shall be
entitled to look only to Parent and the Surviving Corporation (subject to abandoned property,
escheat or other similar Laws) as general creditors thereof with respect to the payment of any
Merger Consideration that may be payable upon surrender of any Certificates held by such
holders, as determined pursuant to this Agreement, without any interest thereon. Any amounts
remaining unclaimed by such holders at such time at which such amounts would otherwise
escheat to or become property of any Governmental Entity shall become, to the extent permitted
by applicable Law, the property of Parent or its designee, free and clear of all claims or interest
of any person previously entitled thereto.

() No Liability. Notwithstanding anything in this Agreement to the contrary,
none of the Company, Parent, Merger Sub, the Surviving Corporation, the Paying Agent or any
other person shall be liable to any former holder of Shares for any amount properly delivered to a
public official pursuant to any applicable abandoned property, escheat or similar Law.

(g)  Lost, Stolen or Destroved Certificates. If any Certificate shall have been
lost, stolen or destroyed, upon the making of an affidavit of that fact by the person claiming such
Certificate to be lost, stolen or destroyed and, if required by Parent or the Surviving Corporation,
the posting by such person of a bond in such reasonable amount as Parent or the Surviving
Corporation may require as indemnity against any claim that may be made against it with respect
to such certificate, the Paying Agent will deliver in exchange for such lost, stolen or destroyed
Certificate the applicable Merger Consideration with respect to the Shares formerly represented
thereby, deliverable in respect thercof pursuant to this Agreement.

(h)  Uncertificated Shares. In the case of outstanding Shares that are not
represented by Certificates, the parties shall make such adjustments to this Section 2.2 as are
necessary or appropriate to implement the same purpose and effect that this Section 2.2 has with
respect to Shares that are represented by Certificates.



Section 2.3 Dissenters Rights. Notwithstanding anything in this Agreement to the
contrary, to the extent required by the OGCL, shares of Company Common Stock that are issued
and outstanding immediately prior to the Effective Time and which are held by any shareholder
who was a record holder of Company Common Stock as to which such shareholder seeks relief
as of the date fixed for determination of shareholders entitled to notice of the Company
Shareholders’ Meeting, and who files with the Company within ten (10) days after such vote at
the Company Shareholders’ Meeting (the “Dissenters Determination Date”) a written demand to
be paid the fair cash value for such shares of Company Common Stock that have not been voted
in favor of the proposal to adopt this Agreement at the Company Shareholders’ Meeting in
accordance with Sections 1701.84 and 1701.85 of the OGCL (the “Dissenting Shares™), shall not
be converted into the right to receive the Merger Consideration as provided in Section 2.1(a),
unless and until such shareholder fails to perfect or otherwise waives, withdraws or loses such
shareholder’s rights as a dissenting shareholder, if any, under the OGCL. If any such shareholder
(a “Dissenting Shareholder”) fails to perfect or otherwise waives, withdraws or loses any such
rights as a Dissenting Shareholder, that shareholder’s Company Common Stock shall thereupon
be deemed to have been converted as of the Effective Time into only the right to receive at the
Effective Time the Merger Consideration, without interest. Subject to the preceding sentence,
from and after the Effective Time, each shareholder who has asserted rights as a Dissenting
Shareholder as provided in Sections 1701.84 and 1701.85 of the OGCL shall be entitled only to
such rights as are granted under those Sections of the OGCL. The Company shall promptly
notify Parent of each shareholder who asserts rights as a Dissenting Shareholder following
receipt of such sharcholder’s written demand delivered as provided in Section 1701.85(A)(2) of
the OGCL. Prior to the Effective Time, the Company shall not, except with the prior written
consent of Parent, voluntarily make any payment or commit or agree to make any payment, or
settle or commit or offer to settle, any rights of a Dissenting Shareholder asserted under Section
1701.85 of the OGCL. '

Section 2.4  Stock Options and Other Stock-Based Awards.

(a) Each option to purchase shares of Company Common Stock (each, a
“Company Stock Option™) granted under the employee and director stock plans of the Company
(the “Company Stock Plans™), whether vested or unvested, that is outstanding immediately prior
to the Effective Time shall, as of the Effective Time, automatically and without any action on the
part of the holder thereof, become fully vested and exercisable. With respect to such Company
Stock Options:

(i) each Company Stock Option for which, as of the Effective Time,
the Merger Consideration exceeds the exercise price per Share shall be canceled
at the Effective Time and, in exchange therefor, each former holder of such
Company Stock Option shall be entitled to receive, as soon as practicable, but in
no event later than three (3) business days following the Effective Time, an
amount in cash (without interest, and less such amounts as are required to be
withheld or deducted under the Code or any provision of state, local or foreign
Law with respect to the making of such payment) equal to the product of (1) the
excess, 1f any, of the Merger Consideration over the exercise price per Share
under such Company Stock Option and (2) the number of shares of Company
Common Stock subject to such Company Stock Option; and
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(ii)  each Company Stock Option that is outstanding immediately prior
to the Effective Time for which, as of the Effective Time, the Merger
Consideration does not exceed the exercise price per Share shall be amended and
converted into an option to acquire, on the same terms and conditions as were
applicable under such Company Stock Option (giving effect to any terms and
conditions resulting from the Transactions), the number of shares of common
stock of Parent, par value $.01 per share (“Parent Common Stock”™), rounded
down to the nearest whole share, equal to the product of the number of shares of
Company Common Stock subject to such Company Stock Option and the
Exchange Ratio (as defined below), at an exercise price per share of Parent
Common Stock, rounded up to the nearest whole cent, equal to the quotient
obtained by dividing the aggregate exercise price for the shares of Company
Common Stock subject to such Company Stock Option by the Exchange Ratio
(each, as so adjusted, an “Adjusted Option™). The adjustments provided in this
Section 2.4(a)(ii) with respect to any Company Stock Option to which Section
409A or 421 (a) of the Code applies shall be and are intended to be effected in a
manner which is consistent with Section 409A and 424(a) of the Code,
respectively. As soon as practicable following the Effective Time, Parent shall
deliver to the holders of Adjusted Options appropriate notices setting forth such
holders’ rights pursuant to the respective Company Stock Plans and the
agreements evidencing the grants of such Adjusted Options, which shall provide,
among other things, that such Adjusted Options and agreements have been
assumed by Parent and shall continue in effect on the same terms and conditions
(subject to the adjustments required by this Section 2.4(a){ii) after giving effect to
the Merger and giving effect to any terms and conditions resulting from the
Transactions). For purposes of this Section 2.4(a){ii), “Exchange Ratio” shall
mean the Merger Consideration divided by the volume weighted average per-
share trading price of Parent Common Stock on the New York Stock Exchange
(the “NYSE”) on the five (5) trading days immediately preceding the Closing
Date.

(b) At the Effective Time, each share of restricted Company Common Stock
granted under a Company Stock Plan (including all restricted common shares granted under the
Career Progression Program) that is outstanding immediately prior to the Effective Time (the
“Restricted Shares”) shall, automatically and without any action on the part of the holder thereof,
be converted into the right to receive the Merger Consideration, less such amounts as are
required to be withheld or deducted under the Code or any provision of state, local or foreign
Law with respect to the making of such payment.

(c) At the Effective Time, each restricted stock unit award in respect of
Company Common Stock granted under a Company Stock Plan whose vesting is based solely on
the satisfaction of service-based conditions and that is outstanding immediately prior to the
Effective Time (collectively, the “Service-Based RSUs™) shall, automatically and without any
action on the part of the holder thereof, be converted into the right to receive the Merger
Consideration for cach share of Company Common Stock denominated thereby, less such
amounts as are required to be withheld or deducted under the Code or any provision of state,
local or foreign Law with respect to the making of such payment.
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(d) At the Effective Time, each performance share unit award in respect of
Company Common Stock granted under a Company Stock Plan whose vesting is not based
solely on the satisfaction of service-based conditions and that is outstanding immediately prior to
the Effective Time (collectively, the “Non-Service-Based RSUs”, and together with the Service-
Based RSUs, the “Company RSUs™) shall, automatically and without any action on the part of
the holder thereof, be converted into the right to receive the Merger Consideration for the target
number of shares of Company Common Stock denominated by the Non-Service-Based RSUs
multiplied by a fraction, the numerator of which is the number of days in the applicable
performance period elapsed through and including the Effective Date and the denominator of
which is the number of days in the applicable performance period, less such amounts as are
required to be withheld or deducted under the Code or any provision of state, local or foreign
Law with respect to the making of such payment.

(e) Prior to the Effective Time, the Company shall pass resolutions to effect
the foregoing provisions of this Section 2.4.

) As soon as practicable following the Effective Time, Parent shall prepare
and file with the SEC a registration statement on Form S-8 (or another appropriate form)
registering shares of Parent Common Stock subject to issuance upon the exercise of the Adjusted
Options. The Company shall cooperate with, and assist Parent in the preparation of, such
registration statement. Parent shall keep such registration statement effective (and maintain the
current status of the prospectus required thereby) for so long as any Adjusted Options remain
outstanding. '

Section2.5  Adjustments. Notwithstanding any provision of this Article II to the
contrary, if between the date of this Agreement and the Effective Time the outstanding shares of
Company Common Stock shall have been changed into a different number of shares or a
different class by reason of the occurrence or record date of any stock dividend, subdivision,
reclassification, recapitalization, split, combination, exchange of shares or similar transaction,
the Merger Consideration shall be appropriately adjusted to reflect such stock dividend,
subdivision, reclassification, recapitalization, split, combination, exchange of shares or similar
transaction. For the avoidance of doubt, there shall not be any adjustment to the Merger
Consideration by reason of the issuance of additional shares of Common Stock pursuant to the
exercise of the Company’s outstanding Warrants or other convertible securities.

Section 2.6  Consent of Surviving Corporation. The Surviving Corporation hereby
consents to be sued and served with process in the State of Ohio and to the irrevocable
appointment of the Secretary of State of the State of Ohio as its agent to accept service of process
in any proceeding in the State of Ohio to enforce against the Surviving Corporation any
obligation of the Company, or to enforce the rights of a Dissenting Shareholder of the Company.



ARTICLE III.

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent and Merger Sub that except (i) as
set forth in the “Company Disclosure Schedule” (as such term is used in this Agreement), a copy
of which has been provided to Parent and Merger Sub, with specific reference to the particular
Article or Section of this Agreement to which the information set forth in such schedule relates
(it being agreed that disclosure of any item in any Article or Section of the Company Disclosure
Schedule shall be deemed disclosure with respect to any other Article or Section to which the
relevance of such item is reasonably apparent) or (ii) as and to the extent set forth in the publicly
available reports, schedules, forms, statements and other documents filed by the Company with,
or furnished by the Company to, the SEC on or after January 1, 2010 and before the second (2™)
business day immediately prior to the date hereof,, to the extent the relevance of the disclosure is
reasonably apparent (excluding any forward-looking disclosures, whether or not contained under
the heading “forward-looking statements,” other than any specific factual information contained
therein):

Section 3.1  Qualification, Organization, Subsidiaries, etc.

(a) Each of the Company and its Subsidiaries is a legal entity duly organized,
validly existing and in good standing under the Laws of its respective jurisdiction of organization
and has all requisite corporate or similar power and authority to own, lease and operate its
properties and assets, to carry on its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in each jurisdiction where the
ownership, leasing, character or operation of its assets or properties or conduct of its business
requires such qualification, except where the failure to be so organized, validly existing,
qualified or in good standing, or to have such power or authority, would not reasonably be
expected to have, individually or in the aggregate, a Company Material Adverse Effect. The
Company has made available to Parent prior to the date of this Agreement a true and complete
copy of its articles of incorporation and code of regulations {the “Company Organizational
Documents™) and has made available to Parent prior to the date of this Agreement a true and
complete copy of the articles of incorporation and code of regulations or other equivalent
organizational documents of each of its Subsidiaries, each as amended through the date hereof.
Neither the Company nor any Subsidiary of thc Company is in material violation of any
provision of its articles of incorporation or regulations {or equivalent organizational documents).

(b) Section 3.1(b)Xi) of the Company Disclosure Schedule sets forth a
complete list, as of the date hereof, of each Subsidiary of the Company and its jurisdiction of
organization or formation and the jurisdictions in which they are qualified to do business.

Section 3.1(b)(ii) of the Company Disclosure Schedule sets forth each of the Company’s
Subsidiaries and the ownership interest of the Company in each such Subsidiary, as well as the
ownership interest of any other person or persons in each such Subsidiary. All of the outstanding
shares of capital stock or other equity interests of each Subsidiary of the Company have been
validly issued and are fully paid and nonassessable. Except as set forth in Section 3.1(b)(ii) of
the Company Disclosure Schedule, all of the outstanding shares of capital stock or other equity
interests of each Subsidiary of the Company are owned by the Company, by one or more
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Subsidiaries of the Company or by the Company and one or more Subsidiaries of the Company,
in each case free and clear of all Liens, except for Company Permitted Liens. Except as set forth
in Section 3.1(b)(ii1) of the Company Disclosure Schedule, except for the capital stock and other
equity interests of its Subsidiaries, neither the Company nor any of its Subsidiaries owns, directly
or indirectly, any capital stock or other equity interest in any other person (including through
participation in any joint venture or similar arrangement), other than the ownership of securities
primarily for investment purposes as part of routine cash management or investments of two
percent (2%) or less in publicly traded companies, and there are no Company Joint Ventures.
The Company does not own, directly or indirectly, any minority interest in any person that
requires an additional filing by the Parent under the HSR Act in connection with the
consummation of the Transactions. “Company Joint Venture” means any corporation, limited
liability company, partnership, joint venture, trust or other entity which is not a Subsidiary of the
Company and in which (i) the Company, directly or indirectly, owns or controls any shares of
any class of the outstanding voting securities or other equity interests (other than the ownership
of securities primarily for investment purposes as part of routine cash management or
investments of two percent (2%) or less in publicly traded companies) or (ii) the Company or a
Subsidiary of the Company is a general partner.

(c) Prior to the date hereof, the Company has made available to the Parent
true, complete and correct copies of the approved minutes of all meetings of the shareholders, the
Board of Directors and each committee of the Board of Directors of the Company since
January 1, 2009 through January 25, 2011. Parent acknowledges that certain provisions of such
minutes relating to the Company’s strategic alternatives have been omitted.

(d) As used in this Agreement, a “Company Material Adverse Effect” means
an event, change, effect, development, state of facts, condition or occurrence that, individually or
in the aggregate, is or would reasonably be expected to be materially adverse to the business,
financial condition, assets, liabilities, operations or results of operations of the Company and its
Subsidiaries, taken as a whole, or on the ability of the Company to consummate the Transactions,
but shall not be deemed to include and shall not be determined by taking into account, either
alone or in combination, any event, change, effect, development, state of facts, condition or
occurrence: (i) in or affecting the economy or the financial, securities or commodities markets in
the United States or elsewhere in the world, the industry or industries in which the Company or
its Subsidiaries operate generally or in any specific jurisdiction or geographical area or
(1i) resulting from or arising out of (A) any changes or developments in international, national,
regional, state or local wholesale or retail markets for electric power, capacity or fuel or related
products including any changes or developments resulting from or arising out of (1) changes in
commodities prices or hedging markets therefor, (2) decisions made by the Company’s customer
base relating to its selection of a power supplier or (3) proceedings relating to or governed by
Ohio Revised Code Chapter 4928, (B) any changes or developments in national, regional, state
or local electric transmission or distribution systems or decreases in planned spending with
respect thereto, (C) the negotiation, execution, announcement or the existence of, or compliance
with, this Agreement or the Transactions, including any litigation or administrative proceedings
and related comments resulting therefrom, any adverse change in customer, employee or
shareholder relationships resulting therefrom or any possible Union activity, (D) any taking of
any action at the written request of Parent or Merger Sub or with the written consent of Parent or
Merger Sub, (E) any adoption, implementation, promulgation, repeal, modification,
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reinterpretation, change or proposal of any rule, regulation, ordinance, order, protocol or any
other Law of or by any national, regional or state Governmental Entity, including PIM and the
Midwest Independent Transmission System Operator, Inc., or their successors, (F) any changes
in GAAP or accounting standards or interpretations thereof, (G) acts of war (whether or not
declared), the commencement, continuation or escalation of a war, acts of armed hostility,
sabotage or terrorism, (H) any decline in the market price, or change in trading volume, of the
Company Common Stock (it being understood and agreed that the facts and circumstances
giving rise to such change that are not otherwise excluded from the definition of Company
Material Adverse Effect may be deemed to constitute, or be taken into account in determining
whether there has been, or would reasonably be expected to be, a Company Material Adverse
Effect), (I) any reduction in the credit rating of the Company or any of its Subsidiaries to the
extent attributable to the expected consummation of the Merger or the Transactions, (it being
understood and agreed that the facts and circumstances giving rise to such change that are not
otherwise excluded from the definition of Company Material Adverse Effect may be deemed to
constitute, or be taken into account in determining whether there has been, or would reasonably
be expected to be, a Company Material Adverse Effect), (J) any change resulting from or arising
out of the identity of, or any facts or circumstances relating to, Parent, Merger Sub or their
respective Subsidiaries, (K) any failure by the Company to meet any internal or publlshed
industry analyst projections or forecasts or estimates of revenues or earnings for any period (it
being understood and agreed that the facts and circumstances giving rise to such change that are
not otherwise excluded from the definition of Company Material Adverse Effect may be deemed
to constitute, or be taken into account in determining whether there has been, or would
reasonably be cxpected to be, a Company Material Adverse Effect), (L} any hurricane,
earthquake, flood or other natural disasters or acts of God or (M) any change resulting from
weather conditions; provided, however, that any event, change, effect, development, state of
facts, circumstance, condition or occurrence described in each of clauses (i) and (ii)}(F) or (G)
above shall not constitute or give rise to a Company Material Adverse Effect only if and to the
extent that such event, change, effect, development, state of facts, circumstance, condition or
occurrence does not have a materially disproportionate effect on the Company and its
Subsidiaries, taken as a whole, as compared to other relevant entities engaged in the relevant
business in Ohio or other relevant geographical areas.

Section 3.2  Stock.

(@)  The authorized stock of the Company consists of 250,000,000 shares of

Company Common Stock, with a par value of $.01 per share, and 8,000,000 shares of preferred

stock, without par value (the “Company Preferred Stock™). Section 3.2(a) of the Company
Disclosure Schedule lists the authorized stock of each of the Company’s Subsidiaries
(collectively, the “Subsidiaries” Equity Interests”) and the issued and outstanding Subsidiaries’
Equity Interests for each of the Company’s Subsidiaries. As of the close of business on the
business day immediately preceding the date of this Agreement (i) 117,221,579 shares of
Company Common Stock were issued and outstanding, which includes all of the Restricted
Shares outstanding as of such date, (ii) 46,786,869 shares of Company Common Stock were held
in treasury, (iii) 573,082 shares of Company Common Stock were issuable pursuant to Company
Stock Plans in respect of Company Stock Options and Company RSUs and (iv) no shares of
Company Preferred Stock were issued and outstanding. All outstanding shares of Company
Common Stock and all of the outstanding Subsidiaries” Equity Interests are duly authorized,
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validly issued, fully paid and nonassessable and were not issued in violation of any pre-emptive
right, purchase option, call, right of first refusal or any similar right and all shares of Company
Common Stock reserved for issuance under Company Stock Plans as noted in clause (iii) hereof,
when issued in accordance with the respective terms thereof, will be duly authorized, validly
issued, fully paid and nonassessable and not issued in violation of any pre-emptive right,
purchase option, call, right of first refusal or any similar right. No shares of Company Common
Stock are held by any Subsidiary of the Company. Except as set forth in this Section 3.2(a) or
Section 3.2(a) of the Company Disclosure Schedule, at the close of business on the business day
immediately preceding the date of this Agreement, no shares of stock or voting securities of, or
other equity interests in, the Company or any of its Subsidiaries were issued, reserved for
issuance or outstanding.

{b)  Except as set forth in subsection (a) above or Section 3.2(a) of the
Company Disclosure Schedule (and other than the 1,700,000 outstanding warrants issued
pursuant to the Warrant to Purchase Common Shares of DPL Inc. (the “Warrants™), granted by
the Company to Dayton Ventures LLC, pursuant to the Securities Purchase Agreement, dated as
of February 1, 2000, among the Company, DPL Capital Trust I, Dayton Ventures LLC, and
Dayton Ventures, Inc. (the “Warrant Agreement”) entitling the holders thereof to purchase an
aggregate of 1,700,000 shares of Company Common Stock), as of the date hereof, there are no
outstanding subscriptions, options, warrants, calls, convertible securities or other similar rights,
agreements or commitments relating to the issuance or repurchase of capital stock or other equity
interests to which the Company or any of its Subsidiaries is a party, or by which any of them is
bound, obligating the Company or any of its Subsidiaries to (i) issue, transfer or sell or cause to
be issued, transferred or sold, any shares of capital stock or other equity interests of the Company
or any Subsidiary of the Company or securities convertible into or exchangeable for such shares
or equity interests, (ii) grant, extend or enter into any such subscription, option, warrant, call,
convertible securities or other similar right, agreement or arrangement, (iii) redeem or otherwise
acquire any such shares of capital stock or other equity interests or (iv) provide a material
amount of funds to, or make any material investment (in the form of a loan, capital contribution
or otherwise) in, any Subsidiary.

(©) Except for the Warrants and awards to acquire shares of Company
Common Stock under the Company Stock Plans, neither the Company nor any of its Subsidiaries
has any outstanding bonds, debentures, notes or other indebtedness of the Company or any of its
Subsidiaries, the holders of which have the right to vote (or which are convertible into or
exercisable for securities having the right to vote) with the shareholders of the Company or any
of its Subsidiaries on any matter.

(d) Except as set forth in Section 3.2(d) of the Company Disclosure Schedule,
there are no voting trusts or other agreements or understandings to which the Company or any of
its Subsidiaries is a party with respect to the voting or registration of, or restricting any person
from purchasing, selling, pledging or otherwise disposing of, the capital stock or other equity
interest of the Company or any of its Subsidiaries. Except as set forth in Section 3.2(d) of the
Company Disclosure Schedule, neither the Company nor any of its Subsidiaries is under any
obligation, or is bound by any contract pursuant to which it may become obligated, to repurchase,
redeem or otherwise acquire any outstanding shares of Company Common Stock or any
Subsidiaries’ Equity Interests.
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(¢)  The Company has delivered or made available to Parent an accurate and
complete copy of the Company Stock Plans and the forms of award agreements for Company
Stock Options, Restricted Shares or Company RSUs (collectively, “Company Equity Awards”).
There have been no repricings of any Company Stock Options through amendments, cancellation
and reissuance or other means during the current or prior two (2) calendar years. Except as set
forth in Section 3.2(¢) of the Company Disclosure Schedule, none of the Company Equity
Awards have been granted in contemplation of the Merger or the transactions contemplated in
this Agreement and no Company Equity Awards have been granted since February 28, 2011.
None of the Company Stock Options were granted with an exercise price below or deemed to be
below fair market value on the date of grant. All grants of Company Equity Awards were validly
made and properly approved by the Board of Directors of the Company (or a duly authorized
committee or subcommittee thercof) in compliance with all applicable Laws and recorded on the
consolidated financial statements of the Company in accordance with GAAP, and, where
applicable, no such grants involved any “back dating,” “forward dating” or similar practices with
respect to grants of Company Stock Options. The Company has delivered or made available to
Parent an accurate and complete copy of the Warrant Agreement and any agreements, forms or
instruments contemplated thereby.

3] All outstanding shares of Company Common Stock, all outstanding
Company Stock Options, all outstanding Warrants and all outstanding Subsidiaries’ Equity
Interests have been issued and granted in compliance with (i) all applicable Laws and (ii) all
requirements set forth in Company Material Contracts applicable to the issuance of Company
Common Stock, granting of Company Stock Options, the issuance of Warrants and/or the
issuance of equity interests of the Company or any Subsidiary of the Company.

Section 3.3  Corporate Authority Relative to this Agreement; No Violation.

(a)  The Company has requisite corporate power and authority to enter into
this Agreement, to perform its obligations hereunder and, subject to receipt of the Company
Shareholder Approval, to consummate the Transactions. The execution and delivery of this
Agreement and the consummation of the Transactions have been duly and validly authorized by
the Board of Directors of the Company and, except for the Company Sharcholder Approval, no
other corporate proceedings on the part of the Company are necessary to authorize the Merger or
the consummation of the Transactions. The Board of Directors of the Company at a meeting
duly called and held at which all directors of the Company were present has (i) determined that
the Merger is fair to, and in the best interests of, the Company and its shareholders, (ii) approved
this Agreement and the Transactions, (iii) unanimously resolved, subject to Section 5.3, to
recommend that the Company’s sharcholders approve this Agreement and the Transactions (the
“Company Recommendation™) and (iv) directed that such matter be submitted for consideration
of the shareholders of the Company at the Company Sharcholders’ Meeting, and such resolutions
have not been subsequently rescinded, modified or withdrawn in any way. This Agreement has
been duly and validly executed and delivered by the Company and, assuming this Agreement
constitutes the legal, valid and binding agreement of Parent and Merger Sub, constitutes the legal,
valid and binding agreement of the Company, enforceable against the Company in accordance
with its terms, except that (i) such enforcement may be subject to applicable bankruptcy,
insolvency, reorganization, moratorium or other similar Laws, now or hereafter in effect, relating
to creditors’ rights generally and (ii) equitable remedies of specific performance and injunctive
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and other forms of equitable relief may be subject to equitable defenses and to the discretion of
the court before which any proceeding therefor may be brought.

(b) Other than in connection with or in compliance with (i} the OGCL, (ii) the
Securities Exchange Act of 1934, as amended (the "Exchange Act"), (iii) the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended (the “HSR Act™), (iv) the Federal Power Act,
as amended (the “FPA”™), and the approval of the Federal Energy Regulatory Commission {the
“FERC”} thereunder (the “FERC Approval™), (v) the Public Utilities Commission of Ohio (the
“PUCQO™), (vi) pre-approvals of license transfers by the Federal Communications Commission
(the "FCC") or (vit) as set forth in Section 3.3(b) of the Company Disclosure Schedule
(collectively, the “Company Approvals™), and, subject to the accuracy of the representations and
warranties of Parent and Merger Sub in Section 4.2(b}, no authorization, consent, order, license,
permit or approval of, or registration, declaration, notice or filing with, or action by, the United
States, any state of the United States or any foreign governmental or regulatory agency,
commission, court, panel, body, entity or authority (each, a “Governmental Entity”) is necessary
or required to be obtained or made under applicable Law in connection with the execution and
delivery of this Agreement by the Company, the performance by the Company of its obligations
hereunder or the consurmmation of the Transactions by the Company, except for such
authorizations, consents, approvals or filings that, if not obtained or made, would not reasonably
be expected to have, individually or in the aggregate, a Company Material Adverse Effect.

(c) Except as set forth in Section 3.3(c) of the Company Disclosure Schedule,
the execution and delivery by the Company of this Agreement do not, and, provided the
Company Approvals are obtained, the consummation of the Transactions and compliance with
the provisions hereof will not (i) conflict with, result in any violation of, or default (with or
without notice or lapse of time, or both) under, or give rise to a right of termination, cancellation
or acceleration of any obligation or to the loss of a material benefit under any material loan,
guarantee of indebtedness or credit agreement, note, bond, mortgage, indenture, deed of trust,
lease, agreement, contract, instrument, permit, concession, franchise, right or license binding
upon the Company or any of its Subsidiaries or result in the creation of any liens, claims,
mortgages, encumbrances, pledges, security interests, equities or charges of any kind (each, a
“Lien”), other than any such Lien (A) for Taxes or governmental assessments, charges or claims
of payment not yet due or delinquent or being contested in good faith and for which adequate
accruals or reserves have been established in accordance with GAAP as shown on the
Company’s most recent audited consolidated balance sheet, (B) which is a carriers’,
warehousemen’s, mechanics’, materialmen’s, repairmen’s or other similar lien arising in the
ordinary course of business, (C) which is disclosed on the most recent consolidated balance sheet
of the Company or notes thereto or securing liabilities reflected on such balance sheet, (D) which
does not and would not reasonably be expected to materially impair the continued use and
operation of the assets to which they relate as operated as of the date hereof or any property at
which the material operations of the Company or any of its Subsidiaries are conducted as of the
date hereof (each of the foregoing (A) through (D), a “Company Permitted Lien™), upon any of
the properties or assets of the Company or any of its Subsidiaries, (ii) conflict with or result in
any violation of any provision of the Company Organizational Documents or other equivalent
organizational document of any Subsidiaries of the Company or (iii) conflict with or violate any
applicable Laws, other than, in the case of clauses (i) and (iii), any such violation, conflict,
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default, termination, cancellation, acceleration, right, loss or Lien that would not reasonably be
expected to have, individually or in the aggregate, a Company Material Adverse Effect.

Section 3.4  SEC Reports, Financia) Statements and Utility Reports.

(a) The Company and each of its Subsidiaries has filed or furnished all forms,
documents and reports required to be filed or furnished by it with the Securities and Exchange
Commission (the “SEC”) since January 1, 2010 (the “Company SEC Documents™). As of their
respective dates or, if amended, as of the date of such amendment, the Company SEC
Documents complied in all material respects with the requirements of the Securities Act, the
Exchange Act and the Sarbanes-Oxley Act, as the case may be, and the applicable rules and
regulations promulgated thereunder, and none of the Company SEC Documents contained any
untrue statement of a material fact or omitted to state any material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading. As of the date of this Agreement, there are no outstanding or
unresolved comments in comment letters received from the SEC or its staff. There has been no
material correspondence between the SEC and the Company since March 18, 2011 that is not
available on the SEC’s Electronic Data Gathering and Retrieval database. As of the date of this
Agreement, other than The Dayton Power and Light Company (“DP&L”), none of the
Company’s Subsidiaries is subject to the reporting requirements of Section 13(a) or 15(d) under
the Exchange Act.

(b)  The Company has established and maintains disclosure controls and
procedures and internal control over financial reporting (as such terms are defined in paragraphs
(e) and (), respectively, of Rule 13a-15 under the Exchange Act) as required by Rule 13a-15(e)
under the Exchange Act. The Company’s disclosure controls and procedures are reasonably
designed to ensure that all material information required to be disclosed by the Company in the
reports that it files or furnishes under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the rules and forms of the SEC, and that all such
material information is accumulated and communicated to the Company’s management as
appropriate to allow timely decisions regarding required disclosure and to make the certifications
required pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-
Oxley Act™), and all such required certifications have been made. The Company’s management
has completed an assessment of the effectiveness of the Company’s internal control over
financial reporting in compliance with the requirements of Section 404 of the Sarbanes-Oxley
Act for the year ended December 31, 2010, and such assessment concluded that such controls
were effective. Neither the Company nor, to the knowledge of the Company, the Company’s
independent registered public accounting firm, has identified or been made aware of “significant
deficiencies” or “material weaknesses” (as defined by the Public Company Accounting
Oversight Board) in the design or operation of the Company’s internal controls and procedures
which would reasonably be expected to adversely affect the Company’s ability to record, process,
summarize and report financial data, in each case which has not been subsequently remediated.

(c) The audited consolidated financial statements and unaudited interim
consolidated financial statements (including all related notes and schedules) of the Company
included in the Company SEC Documents complied as to form in all material respects with the
rules and regulations of the SEC then in effect, fairly present in all material respects the
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consolidated financial position of the Company and its consolidated Subsidiaries, as at the
respective dates thereof, and the consolidated results of their operations and their consolidated
cash flows for the respective periods then ended (subject, in the case of the unaudited statements,
to normal recurring year-end audit adjustments that were not or are not expected to be,
individually or in the aggregate, materially adverse to the Company), and were prepared in
accordance with United States generally accepted accounting principles (“GAAP”) applied on a
consistent basis during the periods involved (except as may be indicated therein or in the notes
thereto).

(d)  Prior to the date of the Agreement, the Company has made available to
Parent copies of the following financial statements, in each case together with the exhibits,
schedules and notes thereto and any affirmations and certifications filed therewith: ‘the audited
annual financial statements of Miami Valley Insurance Company (the "Captive Insurer"), as filed
with the Vermont Department of Banking, Insurance, Securities & Health Care Administration
(the "Vermont Department™), as of and for the years ended December 31, 2009 and 2008 (the
"Captive Insurer Financial Statements"). The Captive Insurer Financial Statements (1) were
derived from and are consistent in all material respects with the books and records of the Captive
Insurer, (2) were prepared in all material respects with all applicable Laws and GAAP, applied in
each case on a consistent basis during the periods involved (except as may be indicated therein or
in the notes thereto), (3) fairly present, in all material respects, the financial position of the
Captive Insurer at the dates thereof and the results of operations, capital and surplus of the
Captive Insurer for the periods then ended and (4) were prepared in compliance with the internal
control procedures of the Captive Insurer and/or Parent. No material deficiency has been
asserted by any Governmental Entity with respect to any of the Captive Insurer Financial
Statements.

(e)  The liabilities for unpaid losses and loss adjustment expenses of the
Captive Insurer recorded in the Captive Insurer Financial Statements, as of their respective dates:
(1) have been computed in accordance with presently accepted actuarial standards consistently
applied and were fairly stated, in accordance with sound actuarial principles and (2) have
complied in all material respects with applicable Law and regulatory requirements of the
Vermont Department.

® All filings (other than immaterial filings) required to be made by the
Company or any of its Subsidiaries since January 1, 2009, with the FERC under the FPA or the
Public Utility Holding Company Act of 2005, the North American Electric Reliability
Corporation, the Department of Energy, any regional transmission organization and the PUCO
under applicable Law, as the case may be, have been made, including all forms, statements,
reports, agreements and all documents, exhibits, amendments and supplements appertaining
thereto, including all rates, tariffs, franchises, service agreements and related documents, and all
such filings complied, as of their respective dates, with all applicable requirements of applicable
statutes and the rules and regulations thereunder, except for filings the failure of which to make
or the failure of which to make in compliance with all applicable requirements of applicable
statutes and the rules and regulations thereunder, would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect.
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(g)  Neither the Company nor any of its Subsidiaries is a party to, or has any
commitment to become a party to, any joint venture, off-balance sheet partnership or any similar
contract (including any contract or arrangement relating to any transaction or relationship
between or among the Company or any of its Subsidiaries, on the one hand, and any
unconsolidated affiliate, including any structured finance, special purpose or limited purpose
entity or person, on the other hand, or any “off-balance-sheet arrangement” (as defined in Item
303(a) of Regulation S-K under the Exchange Act)), where the result, purpose or intended effect
of such contract is to avoid disclosure of any material transaction involving, or material liabilities
of, the Company or any of its Subsidiaries or affiliates.

(h)  The proxy statement to be sent to the shareholders of the Company in
connection with the Company Shareholders’ Meeting (including any amendment or supplement
thereto or document incorporated by reference therein) (the “Proxy Statement”) shall not, (i) on
the date the Proxy Statement is first mailed to shareholders of the Company, or (ii) at the time of
the Company Shareholders’ Meeting or (iii) on the date the Proxy Statement is filed with the
SEC, contain any statement which, at the time and in the light of the circumstances under which
it is made, is false or misleading with respect to any material fact, or which omits to state any
material fact necessary in order to make the statements therein not false or misleading or
necessary to correct any statement in any earlier communication with respect to the solicitation
of proxies for the Company Shareholders’ Meeting or subject matter which has become false or
misleading. The Proxy Statement will comply as to form in all material respects with the
requirements of the Exchange Act. Notwithstanding the foregoing, the Company makes no
representation with respect to statements made or incorporated by reference therein based on
information supplied by or on behalf of Parent or Merger Sub for inclusion or incorporation by
reference in the Proxy Statement.

Section 3.5  No Undisclosed Liabilities. Except (a) as set forth in Section 3.5 of the
Company Disclosure Schedule, (b) as reflected or reserved against in the Company’s most recent
audited consolidated balance sheets (or stated in the notes thereto) included in the Company SEC
Documents and (c) for liabilities and obligations incurred since December 31, 2010 in the
ordinary course of business consistent with past practice, neither the Company nor any
Subsidiary of the Company has any liabilities or obligations of any nature, whether or not
accrued, absolute, contingent or otherwise, that would be required by GAAP to be reflected on a
consolidated balance sheet of the Company and its consolidated Subsidiaries (or in the notes
thereto) other than those which would not reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect.

Section 3.6  Absence of Certain Changes or Events. Except as set forth in Section 3.6
of the Company Disclosure Schedule, since December 31, 2010 through the date of this
Agreement, (a) the Company and each Subsidiary of the Company has conducted its business in
the ordinary course of business consistent with past practice in all material respects and (b) there
has not been a Company Material Adverse Effect.

Section 3.7  Discontinued Business. The Company has disposed of the Discontinued
Business. The Company has no liabilitics or ongoing obligations with respect to the
Discontinued Business, including with respect to capital calls or associated guarantees. The term
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“Discontinued Business™” means any interests that the Company or any of its Subsidiaries held,
directly or indirectly, in any private equity funds.

Section 3.8 Investigations; Litigation.

(a)  Except as set forth in Section 3.8 of the Company Disclosure Schedule
and except for investigations, audits and reviews conducted by Governmental Entities in the
ordinary course of the Company’s business which are not material, (i) there is no investigation,
audit or review pending (or, to the knowledge of the Company, threatened in writing) by any
Governmental Entity with respect to the Company or any of its Subsidiaries, (ii) there are no
actions, suits, inquiries, arbitrations, investigations or proceedings pending (or, to the knowledge
of the Company, threatened in writing) against, relating to or affecting the Company or any of its
Subsidiaries (including against or in respect of any Company Benefit Plan), or any of their
respective properties at law or in equity before and jii) there are no orders, judgments or decrees
of, or before, any Governmental Entity except, in the case of clauses (i) through (iii), as would
not reasonably be expected to have, individually or in the aggregate, a Company Material
Adverse Effect.

(b)  Notwithstanding anything contained in this Section 3.8, no representation
or warranty shall be deemed to be made in this Section 3.8 in respect of Tax, employee benefits,
labor, intellectual property, environmental or real property matters.

Section 3.9  Compliance with Law; Permits.

(a) The Company and each of its Subsidiaries are, and since January 1, 2008
have been, in compliance with and not in default under or in violation of any applicable federal,
state, local or foreign law, statute, ordinance, rule, regulation, judgment, order, injunction, decree
or agency requirement of any Governmental Entity (collectively, “Laws” and each, a “Law™),
except where such non-compliance, default or violation would not reasonably be expected to
have, individually or in the aggregate, a Company Material Adverse Effect. Within the past
three years, neither the Company nor any of its Subsidiaries has received any written notice or, to
the Company’s knowledge, other communication from any Governmental Entity regarding any
actual or possible violation of, or failure to comply with, any Law, except as would not
reasonably be expected to have, individually or in the aggregate, a Company Material Adverse
Effect.

(b)  The Company and its Subsidiaries are in possession of all franchises,
grants, authorizations, licenses, permits, easements, variances, exceptions, consents, certificates,
approvals, clearances, permissions, qualifications and registrations and orders of any
Governmental Entity, and all rights under any material contract with any Governmental Entity,
necessary for the Company and its Subsidiaries to own, lease and operate their properties and
assets or to carry on their businesses as they are now being conducted (the “Company Permits”),
except where the failure to have any of the Company Permits would not reasonably be expected
to have, individually or in the aggregate, a Company Material Adverse Effect. All Company
Permits are valid and in full force and effect, except where the failure to be in full force and
effect would not reasonably be expected to have, individually or in the aggregate, a Company
Material Adverse Effect. The Company is, and each of its Subsidiaries is, and their respective
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businesses as currently conducted are, in compliance in all respects with the terms and
requirements of such Company Permits, except where the failure to be in compliance would not
reasonably be expected to have, individually or in the aggregate, a Company Material Adverse
Effect.

(c)  Notwithstanding anything contained in this Section 3.9, no representation
or warranty shall be deemed to be made in this Section 3.9 in respect of Tax, employee benefits,
labor, intellectual property, environmental or real property matters. '

Section 3.10 Regulatory Proceedings.

(a)  Except as set forth in Section 3.10(a) of the Company Disclosure Schedule,
as of the date hereof, neither the Company nor any of its Subsidiaries all or part of whose rates or
services are regulated by a Governmental Entity (1) is a party to any rate proceeding before a
Governmental Entity with respect to rates charged by the Company or any of its Subsidiaries
other than in the ordinary course of business consistent with past practice, (2) has rates in any
amounts that have been or are being collected subject to refund, pending final resolution of any
rate proceeding pending before a Governmental Entity or on appeal to a court (other than rates
based on estimated costs and/or revenues that are subject to adjustment once the actual costs
and/or revenues become known) or (3) is a party to any contract with any Governmental Entity
entered into other than in the ordinary course of business consistent with past practice imposing
conditions on rates or services in effect as of the date hereof or which, to the knowledge of the
Company, are as of the date hereof scheduled to go into effect at a later time, except in the case
of clauses (1) through (3) that would not, individually or in the aggregate, reasonably be
expected to have a Company Material Adverse Effect.

(b) Except as set forth in Section 3.10(b) of the Company Disclosure Schedule,
as of the date hereof, the Company and its Subsidiaries have no pending proceedings under Ohio
Revised Code Chapter 4928.

Section 3.11 Tax Matters.

Except as set forth in Section 3.11 of the Company Disclosure Schedule and
except as would not reasonably be expected to have, individually or in the aggregate, a Company
Material Adverse Effect:

(a) The Company and its Subsidiaries (i) have timely filed or caused to be
filed (taking into account any extension of time within which to file) all Tax Returns required to
have been filed by the Company or any of its Subsidiaries, all such Tax Returns are true, correct
and complete, and all such Tax Returns filed on or before December 31, 2007 have been
examined by the appropriate Governmental Entity or the period for assessment of the Taxes in
respect of which such Tax Returns were required to be filed has expired, (ii) have timely paid,
collected or withheld or caused to be paid, collected or withheld (taking into account any
extension of time within which to pay) all Taxes (including Taxes required to have been
withheld and paid in connection with amounts paid or owing to any employee, independent
contractor, creditor, stockholder, or other third party) due with respect to the periods covered by
such Tax Returns other than Taxes that are being contested in good faith in appropriate
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proceedings and for which adequate accruals or reserves have been established in accordance
with GAAP as shown on the Company's most recent audited consolidated balance sheet, (iii)
have established adequate accruals and reserves, in accordance with GAAP, on the Company’s
most recent audited consolidated balance sheet for all Taxes payable by the Company and its
Subsidiaries for all taxable periods and portions thereof through the date of the Company’s most
recent audited consolidated balance sheet and (iv) have not incurred any liability for Taxes since
the date of the Company’s most recent audited consolidated balance sheet other than in the
ordinary course of business consistent with past practice.

(b)  Neither the Company nor any of its Subsidiaries has received written
notice from any Governmental Entity that a deficiency, delinquency, claim, audit, suit,
proceeding, request for information or investigation is now pending, outstanding or, to the
knowledge of the Company, threatened against or with respect to the Company or any of its
Subsidiaries with respect to Taxes. There are no Liens for Taxes on any of the assets of the
Company or any of its Subsidiaries other than Company Permitted Liens. Within the preceding
four years, no claim has been made in writing by a Governmental Entity of a jurisdiction where
the Company or one of its Subsidiaries has not filed Tax Returns that the Company or such
Subsidiary is or may be subject to taxation by that jurisdiction.

(¢)  Neither the Company nor any of its Subsidiaries (i) is a party to or bound
by any Tax allocation, indemnification, sharing or similar agreement (other than an agreement
solely among two or more of the Company and its Subsidiaries) or owes any amount under any
such agreement or arrangement (excluding customary agreements to indemnify lenders in respect
of Taxes and customary indemnity provisions in agreements for the acquisition or divestiture of
assets) or (ii) is or could be liable for any Tax of any person (other than the Company and its
Subsidiaries) under Section 1.1502-6 of the Treasury regulations promulgated under the Code (or
any similar provision of state, local or foreign Law) by virtue of membership in any affiliated,
consolidated, combined or unitary group (other than a group the common parent of which was
the Company), or as a transferee or successor, or by contract.

(d)  Neither the Company nor any of its Subsidiaries was a “distributing
corporation” or “controlled corporation” in a transaction intended to qualify under Section 355 of
the Code within the past two years or otherwise as part of a plan that includes any of the
Transactions.

(e) Neither the Company nor any of its Subsidiaries has participated in any
“listed transaction™ or “transaction of interest”” within the meaning of Section 1.6011-4(b)(2) and
(6), respectively, of the Treasury regulations promulgated under the Code.

H Neither the Company nor any of its Subsidiaries (i) has filed any extension
of time within which to file any Tax Returns that have not been filed {(except for extensions of
time to file Tax Returns other than income Tax Returns or gross receipts Tax Returns, which
extensions were obtained in the ordinary course), (ii) has entered into any agreement waiving or
extending the statute of limitations or the period of assessment or collection of any Taxes, which
statute of limitations or period, as applicable, has not expired, (iii) has granted any power of
attorney that is in force with respect to any matters relating to any Taxes, (iv) has proposed to
enter into an agreement relating to Taxes with a Governmental Entity, which proposal is pending
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or (v) has, since December 31, 2007, been issued any private letter ruling, technical advice
memorandum or other similar agreement or ruling from a Governmental Entity with respect to
Taxes.

()  Neither the Company nor any of its Subsidiaries will be required to
include any item of income in taxable income or exclude any item of deduction from taxable
income, in each case, for any taxable period (or portion thereof) ending after the Closing Date
(whether or not under Section 481 of the Code or any corresponding or similar provision of
applicable state, local or foreign Law) as a result of any (i} transaction undertaken or accounting
method adopted or changed by the Company or any of its Subsidiaries on or prior to the Closing
Date, (ii} “closing agreement” as described in Section 7121 of the Code (or any corresponding or
similar provision of state, local or foreign Law) executed on or prior to the Closing Date by the
Company or any of its Subsidiaries, (iii) intercompany transaction within the meaning of Section
1.1502-13 of Treasury regulations promulgated under the Code or excess loss account within the
meaning of Section 1.1502-19 of Treasury regulations promulgated under the Code, (or any
corresponding or similar provision of state, local or foreign Law) entered into or created, as
applicable, by the Company or any of its Subsidiaries on or prior to the Closing Date, (iv)
installment sale or open transaction disposition made by the Company or any of its Subsidiaries
on or prior to the Closing Date or (v) prepaid amount received by the Company or any of its
Subsidiaries on or prior to the Closing Date.

(h)  Asused in this Agreement, (i) “Taxes” means any and all domestic or
foreign, federal, state, local or other taxes of any kind (together with any and all interest,
penalties, additions to tax and additional amounts imposed with respect thereto) imposed by any
Governmental Entity, including taxes on or with respect to income, franchises, windfall or other
profits, gross receipts, occupation, property, transfer, sales, use, capital stock, severance,
alternative minimum, payroll, employment, unemployment, social security, workers’
compensation or net worth, and taxes in the nature of excise, withholding, ad valorem, value
added or other taxes, fees, duties, levies, customs, tariffs, imposts, assessments, obligations and
charges of the same or a similar nature to any of the foregoing and (ii) “Tax Return” means any
return, report or similar filing (including any elections, notifications, declarations, schedules or
attachments thereto, and any amendment thereof) required to be filed with respect to Taxes,
including any information return, claim for refund, amended return or declaration of estimated
Taxes.

Section 3.12 Employee Benefit Plans.

(a) Section 3.12(a) of the Company Disclosure Schedule lists all material
compensation or employee benefit plans, programs, policies, agreements or other arrangements,
whether or not “employee benefit plans” (within the meaning of Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended (“ERISA”), whether or not subject to
ERISA), providing cash- or equity-based incentives, health, medical, dental, disability, accident
or life insurance benefits or vacation, severance, retention, change in control, retirement, pension
or savings benefits, that are sponsored, maintained or contributed to by the Company or any of
its Subsidiaries for the benefit of current or former employees or directors of the Company or its
Subsidiaries (the “Company Benefit Plans™).
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(b)  Except as set forth in Section 3.12(b) of the Company Disclosure Schedule,
cach Company Benefit Plan has been maintained, operated and administered in all material
respects in accordance with its terms and all applicable Laws, including ERISA and the Code.
Each Company Benefit Plan intended to be “qualified” within the meaning of Section 401(a) of
the Code is the subject of a favorable determination letter from the Internal Revenue Service as
to its qualification or, if no such determination has been made, an application for such
determination is pending with the Internal Revenue Service and, to the Company’s knowledge,
no event has occurred that would reasonably be expected to result in the disqualification of such
Company Benefit Plan.

{c) Other than routine claims for benefits, no liability under Title IV of
ERISA has been incurred by the Company or any its Subsidiaries that has not been satisfied in
full when due, and, to the knowledge of the Company, no condition exists that could reasonably
be expected to result in a material liability to the Company or its Subsidiaries under Title IV of
ERISA.

(d)  Except as set forth in Section 3.12(d) of the Company Disclosure Schedule,
the consummation of the Transactions will not (i) entitle any current or former employee,
consultant, officer or director of the Company or any of its Subsidiaries to severance, retention or
change in control pay, unemployment compensation or any other payment or (ii) accelerate the
time of payment or vesting, or increase the amount, of compensation due any such current or
former employee, consultant, officer or director.

(e) There are no material pending or, to the Company’s knowledge,
threatened claims against, by or on behalf of, or any Liens filed against or with respect to, any of
the Company Benefit Plans or otherwise involving any Company Benefit Plan, other than claims
made or Liens filed in the ordinary course of business which are not, individually or in the
aggregate, material.

§3) Except as set forth in Section 3.12(f) of the Company Disclosure Schedule,
neither the Company nor any of its Subsidiaries is a party to any agreement, contract or
arrangement that could result, separately or in the aggregate, in the payment of any “excess
parachute payments” within the meaning of Section 280G of the Code.

{g)  Except as set forth in Section 3.12(g) of the Company Disclosure Schedule,
no Company Benefit Plan provides benefits, including death or medical benefits (whether or not
insured), with respect to current or former employees or directors of the Company or any of its
Subsidiaries beyond their retirement or other termination of service, other than (i) coverage
mandated solely by applicable Law, (ii) death benefits or retirement benefits under any
“employee pension benefit plan” (as defined in Section 3(2) of ERISA), (iii) deferred
compensation benefits accrued as liabilities on the books of the Company or its Subsidiaries or
(iv) benefits the full costs of which are borne by the current or former employee or director or his
or her beneficiary.
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Section 3.13 Employment and Labor Matters.

(@  Except for the Compact by and between the Company and Local 175,
Utility Workers Union of America, AFL-CIO, as of the date of this Agreement: (i) neither the
Company nor any of its Subsidiaries is a party to or bound by any collective bargaining
agreement, work rules or other agreement with any labor union, labor organization, employee
association, or works council (each, a “Union”) applicable to employees of the Company or any
of its Subsidiaries (“Company Employees™), (ii) none of the Company Employees is represented
by any Union with respect to his or her employment with the Company or any of its Subsidiaries,
(iii) to the Company’s knowledge, within the past three years, no Union has attempted to
organize employees at the Company or any of its Subsidiaries or filed a petition with the
National Labor Relations Board seeking to be certified as the bargaining representative of any
Company Employees, (iv) within the past three years, there have been no actual or, to the
Company’s knowledge, threatened (A) work stoppages, lock-outs or strikes, (B) slowdowns,
boycotts, handbilling, picketing, walkouts, demonstrations, leafleting, sit-ins or sick-outs by
Company Employees, causing significant disruption to the operations of a Company facility or
(C) other form of Union disruption at the Company or any of its Subsidiaries and (v) except as
would not reasonably be expected to have, individually or in the aggregate, a Company Material
Adverse Effect, there is no unfair labor practice, labor dispute or labor arbitration proceeding
pending or, to the knowledge of the Company, threatened with respect to Company Employees.

(b) Except for such matters that would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect and except as set forth in
Section 3.13(b) of the Company Disclosure Schedule: (i) the Company and its Subsidiaries are,
and within the past three years have been, in compliance with all applicable state, federal, and
local Laws respecting labor and employment, including all Laws relating to discrimination,
disability, labor relations, unfair labor practices, hours of work, payment of wages, employee
benefits, retirement benefits, compensation, immigration, workers’ compensation, working
conditions, occupational safety and health, family and medical leave, reductions in force, plant
closings, notification of employees, and employee terminations and (ii) neither the Company nor
any of its Subsidiaries has any liabilities under the Worker Adjustment and Retraining
Notification Act (the “WARN Act”) or any state or local Laws requiring notice with respect to
such layoffs or terminations.

(c)  Except as set forth in Section 3.13(c) of the Company Disclosure Schedule,
to the knowledge of the Company, in the past three years, (i) no Governmental Entity has
threatened or initiated any material complaints, charges, lawsuits, grievances, claims, arbitrations,
administrative proceedings or other proceeding(s) or investigation(s) with respect to the
Company or its Subsidiaries arising out of, in connection with, or otherwise relating to any
Company Employees or any Laws governing labor or employment and (ii) no Governmental
Entity has issued or, to the Company’s knowledge, threatened to issue any significant citation,
order, judgment, fine or decree against the Company or any of its Subsidiaries with respect to
any Company Employees or any Laws governing labor or employment.

(d)  Except as set forth in Section 3.12(d) of the Company Disclosure Schedule,
the execution of this Agreement and the consummation of the transactions contemplated by this
Agreement will not result in any material breach or violation of, or cause any payment to be
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made under, any collective bargaining agreement, employment agreement, consulting agreement
or any other employment-related agreement to which the Company or any of its Subsidiaries is a

party.

Section 3.14 Environmental Laws and Regulations.

(a) Except as set forth in Section 3.14(a) of the Company Disclosure Schedule
and except as would not reasonably be expected to have, individually or in the aggregate, a
Company Material Adverse Effect:

(i) there is no pending or, to the knowledge of the Company,
threatened in writing, claim, lawsuit, third-party investigation or administrative
proceeding against the Company or any of its Subsidiaries, under or pursuant to
any Environmental Law, and neither the Company nor any of its Subsidiaries has
received written notice from any person, including any Governmental Entity, (1)
alleging that the Company has been or is in violation or potentially in violation of
any applicable Environmental Law or otherwise may be liable under any
applicable Environmental Law, which violation or liability is unresolved or (2)
requesting information with respect to matters that could result in a claim of
liability pursuant to applicable Environmental Law;

(ii)  the Company and its Subsidiaries are and, since January 1, 2006,
have been in compliance with all applicable Environmental Laws and with all
material permits, licenses and approvals required under Environmental Laws for
the conduct of their business or the operation of their facilities;

(iii)  the Company and its Subsidiaries have all matenal permits,
licenses and approvals required for the operation of the businesses and the
operation of their facilities pursuant to applicable Environmental Law, all such
permits, licenses and approvals are in effect, and, to the knowledge of the
Company, there is no actual or alleged proceeding to revoke, modify or terminate
such permits, licenses and approvals;

(iv)  to the knowledge of the Company, there has been no release of
Hazardous Materials at any real property currently or formerly owned, leased or
operated by the Company or any Subsidiary in concentrations or under conditions
or circumstances that (A) would reasonably be expected to result in liability to the
Company or any of its Subsidiaries under any Environmental Laws or (B) would
require reporting, investigation, remediation or other corrective or response action
by the Company or any Subsidiary under any Environmental Law and that has not
otherwise been addressed through such reporting, investigation, remediation or
other corrective or responsive action by the Company or any Subsidiary; and

(v)  the Company is not party to any order, judgment or decree that

imposes any obligations under any Environmental Law and, to the knowledge of
the Company, has not, either expressly or by operation of Law, undertaken any
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such obligations, including any obligation for corrective or remedial action, of
any other person.

(b)  Notwithstanding any provision to the contrary in this Agreement,
including Section 3.9, the Company makes no representation or warranty with respect to the
Company’s or any of its Subsidiaries’ compliance with Environmental Laws relating to federal
or state new source review or prevention of significant deterioration air permit laws or
regulations, except to the extent that the Company or a Subsidiary has, as of the date of this
Agreement, received a written notice or been subject to a judicial or administrative proceeding
alleging non-compliance with such laws or regulations.

(c) Except as may be subject to attorney privileges or third-party
confidentiality agreements, the Company has provided or made available to Parent all of the
following in its possession, as of the date of this Agreement: (i) all material environmental
reports, studies or audits conducted or prepared since January 1, 2006, including, without
limitation, reports or studies with respect to potential enforcement actions and strategies to
comply with existing or upcoming regulations pursuant to the federal Clean Air Act, Clean
Water Act, Resource Conservation and Recovery Act and similar Ohio laws, (ii) all material
orders, decrees or judgments pursuant to applicable Environmental Laws, excluding any such
matters that have been terminated or have no remaining material obligations or responsibilities
on the part of the Company or its Subsidiaries, (iii) all written notices received since January 1,
2006 alleging liability, complaints, notices of violation or requests for information, and the
responses to same, relating to material claims, investigations, proceedings, orders, judgments or
decrees pursuant to applicable Environmental Laws, excluding any such matters that have been
resolved with no further obligations or responsibilities on the part of the Company or its
Subsidiaries and (iv) all existing material permits issued, and pending material permit
applications submitted, pursuant to the federal Clean Air Act, the Clean Water Act, the Resource
Conservation and Recovery Act and corresponding Ohio laws.

(d)  The representations and warranties set forth herein are the Company's sole
representations and warranties relating to Environmental Law protection of the Environment and
releases or management of Hazardous Materials.

(e) As used in this Agreement:

(i) “Environment” means the indoor and outdoor environment,
including any ambient air, surface water, drinking water, groundwater, land
surface (whether below or above water), subsurface strata, sediment, building,
surface, plant or animal life and natural resources.

(i)  “Environmental Law” means any Law or any binding agreement
issued or entered by or with any Governmental Entity relating to: (A) the
protection of the Environment, including pollution, contamination, cleanup,
preservation, protection and reclamation of the Environment; (B) any exposure to
or release or threatened release of any Hazardous Materials, including
investigation, assessment, testing, monitoring, containment, removal, remediation
and cleanup of any such release or threatened release; (C) the management of any
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Hazardous Materials, including the use, labeling, processing, disposal, storage,
treatment, transport or recycling of any Hazardous Materials and recordkeeping,
notification, disclosure and reporting requirements respecting Hazardous
Materials; or (D) the presence of Hazardous Materials in any building, physical
structure, product or fixture.

(iii) “Hazardous Materials” means all substances defined as Hazardous
Substances, Oils, Pollutants or Contaminants in the National Oil and Hazardous
Substances Pollution Contingency Plan, 40 C.F.R. § 300.5, or defined as such by,
or regulated as such under, any Environmental Law, including any regulated
pollutant or contaminant (including any constituent, product or by-product
thereof), petroleum, asbestos or asbestos-containing material, polychlorinated
biphenyls, lead paint, any hazardous, industrial or solid waste, and any toxic,
radioactive, infectious or hazardous substance, material or agent.

Section 3.15 Real Property.

(a)  With respect to each material real property owned by the Company or any
of its Subsidiaries as of the date hereof or in which the Company or any of its Subsidiaries owns
an undivided interest (such property collectively, the “Company Owned Real Property”), except
as would not reasonably be expected to have, individually or in the aggregate, a Company
Material Adverse Effect, and except as set forth in Section 3.15(a) of the Company Disclosure
Schedule, (i) either the Company or a Subsidiary of the Company has insurable fee simple title to
such Company Owned Real Property or in the case of undivided interest, insurable title thereto,
free and clear of all Liens other than Company Permitted Liens and conditions, encroachments,
easements, rights-of-way, restrictions and other encumbrances that do not materially and
adversely affect the existing use of the real property subject thereto by the owner (or lessee to the
extent a leased property) thereof in the operation of its business in the ordinary course
(“Permitted Encumbrances™), (ii) there are no leases, subleases or licenses affecting any portion
of the Company Owned Real Property that would reasonably be expected to materially and
adversely affect the existing use of the Company Owned Real Property by the Company in the
operation of its business thereon in the ordinary course and (iii) there are no outstanding options
or rights of first refusal in favor of any other party to purchase such Company Owned Real
Property or any portion thereof or interest therein that would reasonably be expected to
materially and adversely affect the existing use of the Company Owned Real Property by the
Company in the operation of its business thereon in the ordinary course. As of the date hereof,
neither the Company nor any of its Subsidiaries has received written notice of any pending, and
to the knowledge of the Company there is no threatened, condemnation proceeding with respect
to any Company Owned Real Property, except proceedings which would not reasonably be
expected to have, individually or in the aggregate, a Company Material Adverse Effect.

(b)  Except as would not reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect, (i) cach material lease and sublease (collectively,
the “Company Real Property Leases™) under which the Company or any of its Subsidiaries uses
or occupics or has the right to use or occupy any material real property (the “Company I cased
Real Property”) at which the material operations of the Company or any of its Subsidiaries are
conducted as of the date hereof, is valid, binding and in full force and effect, (ii} neither the
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Company nor any of its Subsidiaries is currently subleasing, licensing or otherwise granting any
person the right to use or occupy a material portion of a Company Leased Real Property that
would reasonably be expected to materially and adversely affect the existing use of the Company
Leased Real Property by the Company in the operation of its business in the ordinary course
thereon and (iii) the Company has not received written notice of any uncured default of a
material nature on the part of the Company and, if applicable, its Subsidiary or, to the knowledge
of the Company, the landlord thereunder, with respect to any Company Real Property Lease, and
to the knowledge of the Company no event has occurred or circumstance exists which, with the
giving of notice, the passage of time, or both, would constitute a material breach or default under
a Company Real Property Lease. Except as would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect, the Company and each of
its Subsidiaries has a good and valid leasehold interest, subject to the terms of the Company Real
Property Leases, in each parcel of Company Leased Real Property, free and clear of all Liens,
except for Company Permitted Liens and Permitted Encumbrances. As of the date hereof, neither
the Company nor any of its Subsidiaries has received written notice of any pending, and, to the
knowledge of the Company, there is no threatened, condemnation proceeding with respect to any
Company Leased Real Property, except such proceeding which would not reasonably be
expected to have, individually or in the aggregate, a Company Material Adverse Effect.

Section 3.16 Condition of Assets. Except as set forth in Section 3.16 of the Company
Disclosure Schedule, each item of material tangible personal property of the Company and its
Subsidiaries, or in which the Company or any of its Subsidiaries owns an undivided interest, is in
all material respects in good working order and is adequate and sufficient for the Company or its
Subsidiaries’ current use, ordinary wear and tear excepted and except for any failures which,
individually or in the aggregate, would not have a Company Material Adverse Effect. Except as
set forth in Section 3.16 of the Company Disclosure Schedule, all of the electric generating
facilities owned, in whole or in part, leased or operated by the Company or its Subsidiaries (the
“Facilities”) have been operated in all material respects in the ordinary course of business
consistent with past practice, and, to the knowledge of the Company, there are no pending
material claims for defective work, equipment or materials relating to the Facilities made by the
Company or any of its Subsidiaries.

Section 3.17 No Ownership of Nuclear Power Plants. Neither the Company nor any of
its Subsidiaries owns, directly or indirectly, any interest in any nuclear generation station or
manages Or operates any nuclear generation station.

Section 3.18 Insurance.

(a) Except for failures to maintain insurance that, individually or:in the
aggregate, have not had and would not reasonably be expected to have a Company Material
Adverse Effect, from December 30, 2010 through the date of this Agreement and except as set
forth in Section 3.18(a) of the Company Disclosure Schedule, cach of the Company and its
Subsidiaries has been continuously insured with recognized insurers or has self-insured, in each
case in such amounts and with respect to such risks and losses as arc consistent with the past
practice of the Company. Neither the Company nor any of its Subsidiaries has received any
written notice of cancellation or termination with respect to any material insurance policy of the
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Company or any of its Subsidiaries, except as would not be reasonably expected to have a
Company Material Adverse Effect.

(b) Section 3.18(b) of the Company Disclosure Schedule sets forth a list of all
Captive Insurer Policies, including for each Captive Insurer Policy, the name of the insured, the
type of coverage provided, the policy limit and deductible, the issue and expiration dates, and the
annual premium amount. For purposes of the Agreement, the term “Captive Insurer Policy”
means any contract of insurance or reinsurance issued or assumed by the Captive Insurer which
(1) is in force as of the date of the Agreement or (2) is terminated or expired as of the date of the
Agreement but under which the Captive Insurer may continue to receive benefits or have
obligations.

{©) All benefits claimed by, or paid, payable, or credited to, any insured under
any Captive Insurer Policy have been paid or credited in accordance with the terms of the
applicable Captive Insurer Policy, and such payments, credits or provisions were not materially
delinquent and were paid or credited {or will be paid or credited) without fines or penalties
(excluding interest), except for any such claim for benefits for which there is a reasonable basis
to contest payment and except for such claims for benefits that, if not paid or credited, would not
reasonably be expected to have, individually or in the aggregate, a Company Material Adverse
Effect.

{d) As of the date of the Agreement, the Captive Insurer has not entered into
and is not bound or obligated under any reinsurance treaties or contracts that would reasonably
be expected to have, individually or in the aggregate, a Company Material Adverse Effect.

{(e) The Company has made available for inspection to Parent (1) copies of all
examination reports (including financial, market conduct and similar examinations) issued by an
insurance regulatory authority with respect to the Captive Insurer which have been completed
and issued since December 31, 2007; (2) any draft or incomplete examination reports (including
financial, market conduct and similar examinations) provided to the Captive Insurer or the
Company by any insurance regulatory authority with respect to the Captive Insurer pursuant to
any currently ongoing or incomplete examinations; (3) all material filings or submissions made
by the Captive Insurer or the Company with any insurance regulatory authority since December
31, 2007; and (4) all other material correspondence, inquires and other materials relating to the
Captive Insurer received from or delivered to any insurance regulatory authority since December
31, 2007. Since December 31, 2007, no material deficiencies or violations with respect to the
Captive Insurer have been asserted in writing by any insurance regulatory authority, other than
any deficiency or violation which has been cured or otherwise resolved to the satisfaction of the
insurance regulatory authority that noted such deficiency or violation.

Section 3.19 Intellectual Property. Except as would not, individually or in the
aggregate, reasonably be expected to have a Company Material Adverse Effect, the Company
and its Subsidiaries own or have a valid right to use all patents, trademarks, trade names, service
marks, domain names, copyrights and any applications and registrations therefor, trade secrets,
know-how and computer software (collectively, “Intellectual Property Rights™) used in
connection with and reasonably necessary for the business of the Company and its Subsidiaries
as currently conducted. To the knowledge of the Company, since December 31, 2009, neither
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the Company nor any of its Subsidiaries has infringed, misappropriated or violated in any
material respect any Intellectual Property Rights of any third party except where such
infringement, misappropriation or violation would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect. To the knowledge of the
Company, no third party is infringing, misappropriating or violating any Intellectual Property
Rights owned or exclusively licensed by or to the Company or any of its Subsidiaries, except
where such infringement, misappropriation or violation would not, individually or in the
aggregate, reasonably be expected to have a Company Material Adverse Effect.

Section 3.20 Material Contracts. Except as set forth in Section 3.20 of the Company
Disclosure Schedule, as of the date hereof, neither the Company nor any of its Subsidiaries is a
party to or bound by any Contract that (i) is a “material contract” (as such term is defined in Item
601(b)(10) of Regulation S-K promulgated by the SEC), (ii} would, after giving effect to the
Merger, materially limit or restrict the Surviving Corporation or any of its Subsidiaries or any
successor thereto, from engaging or competing in any line of business or in any geographic area
that it currently engages in or that contains exclusivity or non-solicitation provisions with respect
1o customers, (iii) limits or otherwise restricts the ability of the Company or any of its
Subsidiaries to pay dividends or make distributions to its shareholders or (iv) provides for the
operation or management of any material operating assets of the Company or its Subsidiaries by
any person other than the Company or its Subsidiaries. Each Contract of the type described in
this Section 3.20, whether or not set forth on Section 3.20 of the Company Disclosure Schedule
is referred to herein as a “Company Material Contract.” Each Company Material Contract is a
valid and binding obligation of the Company or its Subsidiary party thereto enforceable against
the Company or its Subsidiary party thereto and, to the knowledge of the Company, each other
party thereto, in accordance with its terms (except that (i) such enforcement may be subject to
applicable bankruptcy, insolvency, reorganization, moratorium or other similar Laws, now or
hereafter in effect, relating to creditors’ rights generally and (ii) equitable remedies of specific
performance and injunctive and other forms of equitable relief may be subject to equitable
defenses and to the discretion of the court before which any proceeding therefor may be brought)
and, is in full force and effect, and each of the Company and each of its Subsidiaries which is a
party thereto has performed in all material respects all obligations required to be performed by it
to the date hereof under each Company Material Contract and, to the knowledge of the Company,
each other party to each Company Material Contract has performed in all material respects all
obligations required to be performed by it under such Company Material Contract, except, in
each case, as would not, individually or in the aggregate, reasonably be expected to have a
Company Material Adverse Effect. None of the Company or any of its Subsidiaries has
knowledge of, or has received written notice of, any violation of or default under (or any
condition which with the passage of time or the giving of written notice would cause such a
violation of or default under) any Company Material Contract to which it is a party or by which
it or any of its properties or assets is bound, except for violations or defaults that would not,
individually or in the aggregate, reasonably be expected to have a Company Material Adverse
Effect or, after giving effect to the Merger, a Parent Material Adverse Effect. “Contract” or
“contract” means any written agreement, undertaking, contract, commitment, lease, license,
permit, franchise, concession, deed of trust, contract, note, bond, mortgage, indenture,
arrangement or other instrument or obligation.
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Section 3.21  Affiliate Transactions. To the knowledge of the Company, since -
December 30, 2010, there have been no transactions, or series of related transactions, agreements,
arrangements or understandings, nor are there any currently proposed transactions, or series of
related transactions, that would be required to be disclosed under Item 404 of Regulation S-K
promulgated under the Exchange Act that have not been otherwise disclosed in the Company
SEC Documents publicly filed prior to the date hereof.

Section 3.22 Trading. The Company has established risk parameters, limits and
guidelines in compliance with the risk management policy approved by the Company’s Board of
Directors (the “Company Trading Policies™) to restrict the level of risk that the Company and its
Subsidiaries are authorized to take with respect to, among other things, the net position resulting
from all physical commodity transactions (including the anticipated output from the Company’s
merchant generation fleet and the contracted price of coal), exchange-traded futures and options
transactions, over-the-counter transactions and derivatives thereof and similar transactions (the
“Net Company Position™) and monitors compliance by the Company and its Subsidiaries with
such Company Trading Policies. The Company Trading Policies are consistent with applicable
Laws of the State of Ohio and the Federal Power Act, in all material respects. The Company has
provided the Company Trading Policies to Parent prior to the date of this Agreement. Except as
set forth in Section 3.22 of the Company Disclosure Schedule, as of the date hereof, the Net
Company Position is within the risk parameters that are set forth in the Company Trading
Policies.

Section 3.23 Required Vote of the Company Shareholders. The vote (in person or by
proxy) of the holders of two-thirds of the outstanding shares of Company Common Stock
entitled to vote on this Agreement and the Transactions, including the Merger, at the Company
Shareholders’ Meeting, or any adjournment or postponement thereof, in favor of the adoption of
this Agreement and the approval of the Transactions, including the Merger (the “Company
Shareholder Approval”) is the only vote or approval of the holders of any class or series of
capital stock or other securities of the Company or any of its Subsidiaries that is required to
adopt this Agreement and approve the Transactions, including the Merger.

Section 3.24 Antitakeover Statutes; Rights Plan.

(a)  Subject to the accuracy of the representations and warranties of Parent and
Merger Sub in Section 4.4, the Board of Directors of the Company has taken all actions
necessary so that, to the extent applicable, the restrictions contained in Sections 1701.83,
1701.831 and 1701.832 of the OGCL will not apply to the execution, delivery or performance of
this Agreement or the consummation of the Transactions, including the Merger, and no other
Takeover Laws are applicable to the Merger, this Agreement or any of the Transactions. As used
in this Agreement, “Takeover Laws” shall mean any “moratorium,” “control share acquisition,”
“fair price,” or “business combination statute or regulation™ or other similar state antitakeover
Laws and regulations.

(b)  The Company has approved an amendment to the Rights Agreement,
dated September 25, 2001, between the Company and Computershare, f'k/a Equiserve Trust
Company, N.A. (the “Shareholders Rights Plan™) so that Parent, Merger Sub and their affiliates
are not “Acquiring Persons” and the Transactions, including the Merger, are not “Business
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Combinations,” in each case as such terms are defined therein, and to cause the Shareholders
Rights Plan to continue as amended through the End Date. Other than the Shareholders Rights
Plan, the Company is not a party to any anti-takeover plan or agreement.

Section 3.25 Opinion of Financial Advisor. The Board of Directors of the Company
has received the opinion of UBS Securities LLC (“UBS”) to the effect that, as of the date of such
opinion and based upon and subject to the factors and assumptions set forth therein, the Merger
Consideration to be received by the holders of Company Common Stock is fair, from a financial
point of view, to such holders. The Company shall, following receipt of said opinign in written
form, furnish an accurate and complete copy of said opinion to Parent solely for informational

purposes.

Section 3.26 Finders or Brokers. Except for UBS (the fees and expenses of which will,
prior to the Closing, be the responsibility of the Company), neither the Company nor any of its
Subsidiaries has employed any investment banker, broker or finder in connection with the
Transactions who might be entitled to any fee or any commission in connection with or upon
consummation of the Merger or the Transactions. The Company has furnished to Parent
accurate and complete copies of its agreements with UBS related to the Merger and the
Transactions.

Section 3.27 No Additional Representations. The Company acknowledges that neither
Parent nor Merger Sub makes any representation or warranty as to any matter whatsoever except
as expressly set forth in this Agreement or in any certificate delivered by Parent or Merger Sub
to the Company in accordance with the terms hereof, and specifically (but without limiting the
generality of the foregoing) that neither Parent nor Merger Sub makes any representation or
warranty with respect to (a) any projections, estimates or budgets delivered or made available to
the Company (or any of their respective afliliates, officers, directors, employees or
Representatives) of future revenues, results of operations (or any component thereof), cash flows
or financial condition (or any component thereof) of Parent and its Subsidiaries or (b) the future
business and operations of Parent and its Subsidiaries in each case except as expressly set forth
in this Agrecment.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Parent and Merger Sub represent and warrant to the Company that except as set
forth in the “Parent Disclosure Schedule™ (as such term is used in this Agreement), a copy of
which has been provided to the Company, with specific reference to the particular Article or
Section of this Agreement to which the information set forth in such schedule relates (it being
agreed that disclosure of any item in any Article or Section of the Parent Disclosure Schedule
shall be deemed disclosure with respect to any other Article or Section to which the relevance of
such item is reasonably apparent):
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Section 4.1  Qualification; Organization, Subsidiaries, etc.

(a) Each of Parent and Merger Sub is a legal entity duly organized, validly
existing and in good standing under the Laws of its respective jurisdiction of organization and
has all requisite corporate or similar power and authority to own, lease and operate its properties
and assets and to carry on its business as presently conducted and is qualified to do business and
is in good standing as a foreign corporation in each jurisdiction where the ownership, leasing,
character or operation of its assets or properties or conduct of its business requires such
qualification, except where the failure to be so organized, validly existing, qualified or in good
standing or to have such power or authority, would not reasonably be expected to have,
individually or in the aggregate, a Parent Material Adverse Effect.

(b)  Asused in this Agreement, a “Parent Material Adverse Eifect” means any
event, change, effect, development, condition or occurrence that, individuaily or in the aggregate,
is or would reasonably be expected to prevent, delay or impair the ability of the Parent and the
Merger Sub to perform their respective obligations hereunder and to consummate the
Transactions in a timely fashion.

Section 4.2  Corporate Authority Relative to this Agreement; No Violation.

(a)  Each of Parent and Merger Sub has all requisite corporate power and
authority to enter into this Agreement, to perform its obligations hereunder and to consummate
the Transactions. The execution and delivery of this Agreement and the consummation of the
Transactions have been duly and validly authorized by the Boards of Directors of Parent and
Merger Sub and by Parent or its relevant Subsidiary, as the sole shareholder of Merger Sub, and
no other corporate proceedings on the part of Parent or Merger Sub are necessary to authorize the
Merger or the consummation of the Transactions. This Agreement has been duly and validly
executed and delivered by Parent and Merger Sub, and, assuming this Agreement constitutes the
legal, valid and binding agreement of the Company, this Agreement constitutes the legal, valid
and binding agreement of each of Parent and Merger Sub, enforceable against Parent and Merger
Sub in accordance with its terms, except that (i) such enforcement may be subject to applicable
bankruptcy, insolvency, reorganization, moratorium or other similar Laws, now or hereafter in
effect, relating to creditors’ rights generally and (ii) equitable remedies of specific performance
and injunctive and other forms of equitable relief may be subject to equitable defenses and to the
discretion of the court before which any proceeding therefor may be brought.

(b)  Other than in connection with or in compliance with (i) the HSR Act, (ii)
the FPA and the FERC Approval and (iii) the PUCO (collectively, the “Parent Approvals”™), no
authorization, consent, order, license, permit or approval of, or registration, declaration, notice or
filing with, or action by, any Governmental Entity is necessary or required to be obtained or
made under applicable Law in connection with the execution and delivery of this Agreement by
Parent and Merger Sub, the performance by Parent and Merger Sub of their respective
obligations hereunder or the consummation of the Transactions by Parent and Merger Sub,
except for such authorizations, consents, approvals or filings, that, if not obtained or made,
would not reasonably be expected to have, individually or in the aggregate, a Parent Material
Adverse Effect (it being understood that Parent is not making any representations or warranties
with respect to the Company’s or any of its Subsidiary’s assets in Kentucky).
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(c)  The execution and delivery by Parent and Merger Sub of this Agreement
do not, and, provided the Parent Approvals are obtained, the consummation of the Transactions
and compliance with the provisions hereof will not (i) conflict with, result in any violation of, or
default (with or without notice or lapse of time, or both) under, or give rise to a right of
termination, cancellation or acceleration of any obligation or to the loss of a benefit under any
loan, guarantee of indebtedness or credit agreement, note, bond, mortgage, indenture, deed of
trust, lease, agreement, contract, instrument, permit, concession, franchise, right, license or other
agreement binding upon Parent or Merger Sub or result in the creation of any Lien, other than
any such Lien (A) for Taxes or governmental assessments, charges or claims of payment not yet
due or delinquent, being contested in good faith or for which adequate accruals or reserves have
been established, (B) which is a carriers’, warehousemen’s, mechanics’, materialmen’s,
repairmen’s or other similar lien arising in the ordinary course of business, (C) which is
disclosed on the most recent consolidated balance sheet of Parent or notes thereto or securing
liabilities reflected on such balance sheet, (D) which was incurred in the ordinary course of
business since the date of the most recent consolidated balance sheet of the Parent or (E) which
does not and would not reasonably be expected to materially impair the continued use and
operation of the assets to which they relate as operated as of the date hereof or any property at
which the material operations of Parent or Merger Sub are conducted as of the date hereof, upon
any of the properties or assets of Parent or Merger Sub, (ii) conflict with or result in any
violation of any provision of the articles of incorporation or bylaws or other equivalent
organizational document of Parent or Merger Sub or (iii) conflict with or violate any applicable
Laws, other than, in the case of clauses (i) and (iii), any such violation, conflict, default,
termination, cancellation, acceleration, right, loss or Lien that would not reasonably be expected
to have, individually or in the aggregate, a Parent Material Adverse Effect.

Section 4.3  Investigations; Litigation. (a) There is no investigation, audit or review
pending (or, to the knowledge of Parent, threatened) by any Governmental Entity with respect to
Parent or Merger Sub, (b) there are no actions, suits, inquiries, arbitrations, investigations or
proceedings pending (or, to the knowledge of Parent, threatened) against, relating to or affecting
Parent or Merger Sub, or any of their respective properties at law or in equity before and (c)
there are no orders, injunctions, rulings, stipulations, awards, judgments, writs imposed on or
decrees of, or before, any Governmental Entity except, in the case of clauses (a) through (c), as
would not rcasonably be expected to have, individually or in the aggregate, a Parent Material
Adverse Effect.

Section4.4  Ownership of Company Common Stock. As of the date hereof, neither the
Parent nor the Merger Sub (i) either individually or as part of a group beneficially owns (as
defined in Rule 13d-3 under the Exchange Act), directly or indirectly or (ii) is a party to any
agreement, arrangement or understanding for the purpose of acquiring, holding, voting or
disposing of, in each case, shares of capital stock of the Company.

Section 4.5 No Required Vote of Parent Shareholders; Merger Sub Approval.

(a) No vote of the holders of any class or series of Parent capital stock is
necessary to approve this Agreement or the Transactions.
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(b)  The Board of Directors of Merger Sub, by written consent duly adopted
prior to the date hereof, (i) determined that this Agreement and the Transactions, including the
Merger, are advisable and in the best interests of Merger Sub and its shareholder, (ii) duly
approved this Agreement and the Transactions, including the Merger, which approval has not
been rescinded or modified and (iii) submitted this Agreement for adoption, and the¢ Transactions,
including the Merger for approval, by Parent, or its relevant Subsidiary, as the sole shareholder
of Merger Sub. Parent or its relevant Subsidiary, as the sole shareholder of Merger Sub, has duly
adopted this Agreement and approved the Transactions, including the Merger.

Section 4.6  Finders or Brokers. Except for Merrill Lynch, Pierce, Fenner & Smiith,
Incorporated (the fees and expenses of which will be the responsibility of Parent), neither Parent
nor any of its Subsidiaries has employed any investment banker, broker or finder in connection
with the Transactions who might be entitled to any fee or any commission in connegtion with or
upon consummation of the Merger or the Transactions.

Section 4.7  Availability of Funds. On the Closing Date, Parent will have sufficient
funds to pay (i) the aggregate Merger Consideration in accordance with Article II hereof and to
consummate the Transactions, including the Merger and (ii) all fees and expenses required to be
paid by Parent and Merger Sub in connection with the Transactions.

Section 4.8  No Additional Representations.

(a)  Notwithstanding anything contained in this Agreement to the contrary,
each of Parent and Merger Sub acknowledges and agrees that neither the Company nor any
person has made or is making any representations or warranties relating to the Company or its
Subsidiaries whatsoever, express or implied, beyond those expressly given by the Company in
Article III hereof, including any implied representation or warranty as to the accuracy or
completeness of any information regarding the Company furnished or made available to Parent,
Merger Sub or any of their respective affiliates, officers, directors, employees or Representatives.
Without limiting the generality of the foregoing, each of Parent and Merger Sub acknowledges
that no representations or warranties are made with respect to (a) any projections, estimates or
budgets delivered or made available to Parent or Merger Sub (or any of their respective affiliates,
officers, directors, employees or Representatives) of future revenues, results of operations (or
any component thereof), cash flows or financial condition {or any component thereof) of the
Company and its Subsidiaries or (b) the future business and operations of the Company and its
Subsidiaries, in each case except as expressly set forth in this Agreement.

(b)  Parent and Merger Sub each acknowledge and agree that it (i) has had the
opportunity to meet with the management of the Company and to discuss the business, assets and
liabilities of the Company and its Subsidiaries, (ii} has been afforded the opportunity to ask
questions of and receive answers from officers of the Company and (iii) has conducted its own
independent investigation of the Company and its Subsidiaries, their respective busmesses, assets,
liabilities and the Transactions contemplated by this Agreement.

Section4.9  Qwnership and Operations of Merger Sub. Parent owns, and at the
Effective Time will own, beneficially and of record, all of the outstanding capital stock of
Merger Sub cither directly or indirectly through one or more of its wholly-owned Subsidiarnies.
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Merger Sub was formed solely for the purpose of engaging in the Transactions, has engaged in
no other business activities, has not incurred any material obligations or liabilities except
pursuant to this Agreement and has conducted its operations only as contemplated by this
Agreement.

Section 4.10 Information Supplied. The information supplied by Parent and Merger
Sub for inclusion or incorporation by reference in the Proxy Statement will, at the time the Proxy
Statement is filed with the SEC, and at the time the Proxy Statement is first sent to the
shareholders of the Company, not contain any untrue statement of material fact or omit to state
any material fact required to be stated therein or necessary to make the statements therein, in
light of the circumstances under which they are made, not misleading.

Section 4,11 Solvency. Immediately following the Effective Time, assuming (a)
satisfaction of the conditions to Parent’s and Merger Sub’s obligation to consummate the Merger,
or waiver of such conditions and (b) the accuracy of the representations and warranties of the
Company set forth in Article I1I hereof, the Surviving Corporation will be solvent (assuming for
the purposes of this representation that the Company and each of its Subsidiaries was solvent
immediately prior to the Effective Time). For the purposes of this Agreement, the term
“Solvent” when used with respect to each of Merger Sub and the Surviving Corporation, means
that, as of any date of determination (i) Merger Sub and the Surviving Corporation will be able to
pay their debts as of such date as they become due and shall own property having a fair saleable
value greater than the amounts required to pay their debts (including a reasonable estimate of the
amount of all contingent liabilities) as they become absolute and mature; and (ii) Merger Sub and
the Surviving Corporation shall not have, as of such date, unreasonably small capital to carry on
thetr business.

ARTICLE V

COVENANTS AND AGREEMENTS

Section 5.1  Conduct of Business by the Company. From and after the date hereof and
prior to the earlier of the Effective Time or the date, if any, on which this Agreement is earlier
terminated pursuant to Section 7.1 and except (i) as may be required by applicable Law or the
regulations or requircments of any stock exchange or regulatory agency or commission
applicable to the Company, (it) as may be agreed to in writing by Parent (which consent shall not
be unreasonably withheld, delayed or conditioned), (iii) as may be expressly contemplated or
required by this Agreement or (iv) as set forth in Section 5.1 of the Company Disclosure
Schedule:

(a) Ordinary Course. The Company covenants and agrees with Parent that the
business of the Company and its Subsidiaries shall be conducted in, and that such entities shall
not take any action except in, the ordinary course of business consistent with past practice (which
shall be deemed to include the retail business), and, to the extent consistent therewith, the
Company and its Subsidiaries shall use commercially reasonable efforts to preserve intact their
present business organizations, to keep available the services of their key officers and employees,
to preserve their assets and properties, to continue to procure fuel in the ordinary course of
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business consistent with past practice, to preserve their relationships with Governmental Entities,
customers and suppliers and others having significant business dealings with them and to comply
in all matenial respects with all Laws, orders and permits of all Governmental Entities applicable
to them, provided, however, that no action by the Company or its Subsidiaries with respect to
matters specifically addressed by any provision of Section 5.1(b) shall be deemed a breach of
this sentence unless such action would constitute a breach of such other provision; and

(b)  the Company agrees with Parent, on behalf of itself and its Subsidiaries,
that between the date hereof and the Effective Time, without the prior written consent of Parent
(which consent shall not be unreasonably withheld, delayed or conditioned);

(i) Governing Documents. Except as set forth in Section 5.1(b)(i) of
the Company Disclosure Schedule, the Company shall not adopt any; amendments
to its articles of incorporation or code of regulations or similar applicable
organizational documents, and shall not permit DP&L to adopt any amendments
to its articles of incorporation or code of regulations or similar applicable
organizational documents;

(i)  Dividends. The Company shall not, and shall not permit any of its
Subsidiaries to, declare, set aside or pay any dividends on or make any
distribution with respect to its outstanding shares of capital stock (whether in cash,
assets, stock or other securities of the Company or its Subsidiaries), except (1) the
declaration and payment of quarterly cash dividends with respect to the Company
Common Stock not to exceed the current dividend rate, with record dates and
payment dates consistent with the Company’s past dividend practice (2) the
declaration and payment of quarterly cash dividends with respect to the
Company’s Subsidiary’s Preferred Stock not to exceed the current dividend rate,
with record dates and payment dates consistent with the Company’s Subsidiary’s
past dividend practice, (3) the declaration and payment of dividends from a
Subsidiary of the Company to the Company or to another wholly-owned
Subsidiary of the Company and (4) a special dividend on Company Common
Stock with respect to the quarter in which the Effective Time occurs with a record
date on or prior to the Effective Time, which does not exceed an amount equal to
the current dividend ratc multiplied by a fraction, the numerator of which is the
number of days in such quarter prior to the Effective Time, and the denominator
of which is the total number of days in such fiscal quarter;

(1i1)  Changes in Stock. The Company shall not, and shall not permit
any of its Subsidiaries to, split, combine, reclassify, issue or authorize any
securities, in licu or substitution of, or take similar actions with respect to any of
its capital stock, except for any such transaction in the ordinary course by a
wholly-owned Subsidiary of the Company which remains a wholly-owned
Subsidiary after consummation of such transaction and that does not adversely
affect the Company;

(ivy  Fundamental Changes. The Company shall not, and shall not
permit any of its Subsidiaries to, adopt a plan of complete or partial liquidation,
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dissolution, merger, consolidation, restructuring, recapitalization or other
reorganization, or enter into a letter of intent or agreement in principle with
respect thereto, other than the Merger and other than any merger, consolidation,
restructurings or reorganizations among the Company’s wholly-owned
Subsidiaries in the ordinary course and that do not adversely affect the Company
and other than any such transaction that is expressly permitted under Section 3.3
of this Agreement to the extent that the Company is in compliance with all
provisions of Section 5.3;

(v)  Repayment of Indebtedness. Except for transactions between (x)
the Company and its wholly-owned Subsidiaries or (y) among the Company’s
wholly-owned Subsidiaries, in each case in the ordinary course and that do not
adversely affect the Company, the Company shall not, and shall not permit any of
its Subsidiaries to, redeem, repurchase, defease, cancel or otherwise acquire any
indebtedness for borrowed money of the Company or any of its Subsidiaries,
other than (x) at or within one hundred twenty (120) days of stated maturity, (y)
any required amortization payments and mandatory prepayments and (z)
indebtedness for borrowed money arising in connection with the amending or
refinancing of the indebtedness disclosed in Section 5.1(bXv) of the Company
Disclosure Schedule or as contemplated by Section 5.14 of this Agreement;

(vi)  Acquisitions. Except as made in connection with any transaction
solely between (x) the Company and a wholly-owned Subsidiary of the Company
or (y) between wholly-owned Subsidiaries of the Company, in each case in the
ordinary course and that do not adversely affect the Company, the Company shall
not, and shall not permit any of its Subsidiaries to, acquire or agree to acquire
(whether by merger, consolidation, purchase or otherwise) any person or assets
for consideration valued in excess of $2.0 million individually or $19.0 million in
the aggregate;

(vii) Capital Expenditures. Except (A) capital expenditures made in
accordance with, and not exceeding the amounts included in the Company’s
capital expenditures budgets for 2011 or 2012, in each case set forth on Section
5.1(b){vii) of the Company Disclosure Schedule (except to the extent that any
capital expenditure proposed to be made on a transmission or distribution project
when taken together with all other capital expenditures already made during the
current year on transmission or distribution projects would, if made, cause the
aggregate amount of capital expenditures on transmission or distribution projects
to exceed $130 million during 2011 or $110 million during 2012) or (B) capital
expenditures (1) required by Law or Governmental Entities, (2) incurred in
connection with the repair or replacement of facilities destroyed or damaged due
to casualty or accident (whether or not covered by insurance), (3) relating to
obligations required by written operating agreements with respect to the William
H. Zimmer Generating Station, located at Moscow, Ohio or (4) relating to
obligations required by written operating agreements and under which the
Company or its Subsidiaries have no consent rights with respect to Facilities
(other than the William H. Zimmer Generating Station) that are partially owned
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by the Company or any of its Subsidiaries and which are not operated by the
Company or its Subsidiaries, the Company shall not, and shall not permit any of
its Subsidiaries to make any capital expenditure; provided, that the Company may
make any emergency capital expenditure or expenditures it deems necessary in its
reasonable judgment to restore or maintain the provision of energy to firm
wholesale and retail customers; and provided further, that, with respect to any
proposed transmission or distribution project involving capital expenditures in
excess of $1 million, the Company shall first consult with Parent, and use
commercially reasonable efforts to incorporate the views of Parent, prior to
commencing any such proposed transmission or distribution project;

(viii) Dispositions. Except (A) dispositions among the Company and its
wholly-owned Subsidiaries, (B) dispositions among the Company’s wholly-
owned Subsidiaries, (C) dispositions of obsolete equipment or assets or
dispositions of assets being replaced, including allowing ceasing use of,
abandoning, or allowing to lapse any Intellectual Property Rights owned or used
by the Company or its Subsidiaries, in each case in the ordinary course of
business consistent with past practice, (D) dispositions in amounts less than $2.0
million individually or $10.0 million in the aggregate, (E) pledges and mortgages
of property acquired by the Company and any of its Subsidiaries as required
pursuant to Company debt instruments or any debt instruments of any Subsidiary
and (F) except as set forth in Section 5.1(b)(viii) of the Company Disclosure
Schedule, the Company shall not, and shall not permit any of its Subsidiaries to
sell, lease, exchange, mortgage, pledge, transfer or otherwise dispose of any
person, Facilities or other assets; :

(ix) Compensation Matters. Except as required by the terms of a
Company Benefit Plan set forth on Section 3.12(a) of the Company Disclosure
Schedule as of the date of this Agreement and except as set forth in Section
5.1(b)(ix) of the Company Disclosure Schedule, by applicable Law, or as
otherwise permitted by this Agreement, the Company shall not, and shall not
permit any of its Subsidiaries, (x) except in the ordinary course of business
consistent with past practice, to (A) increase the compensation or other benefits
(including equity-based awards) payable or provided to the Company’s directors,
executive officers, managers or employees (other than as required by any
applicable collective bargaining agreement), (B) enter into any employment,
change of control, severance or retention agreement with any current or future
employee of the Company or (C) establish, adopt, enter into, accelerate any rights
or benefits under, or amend (other than any amendment that is immaterial or
administrative in nature) any plan, policy, program or arrangement for the benefit
of any current or former directors, officers or employees or any of their
beneficiaries, except as permitted pursuant to clause (B) above or (y) to enter into,
accelerate any rights or benefits under, amend or renew any agreements with
labor unions, including any pamphlets or collective bargaining agreements
without, (A) prior consultation with Parent, and the Transition Committee taking
commercially reasonable efforts to incorporate the views of Parent and the
Transition Committee and (B) the consent of Parent (such consent not to be
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unreasonably withheld, conditioned or delayed) to such terms or conditions of any
such agreement which are not customary or are outside of market parameters in
the Company’s or its Subsidiary’s industry for such terms or conditions;

(x) Employee Headcount. The Company shall not, and shall not
permit any of its Subsidiaries to, (A) increase its employee headcount in the
aggregate in excess of the headcount projected in the Company’s budget set forth
on Section 5.1(b)(x) of the Company Disclosure Schedule or (B) reduce the
number of employees in 2 manner which would implicate the WARN Act or any
state or local Laws requiring notice with respect to layoffs or terminations;

(xi)  Capital Stock of the Company. Except for transactions (x) among
the Company and its wholly-owned Subsidiaries or (y) among the Company’s
wholly-owned Subsidiaries, in each case in the ordinary course and that do not
adversely affect the Company and except as set forth in Section 5.1(b)(xi) of the
Company Disclosure Schedule, the Company shall not, and shall not permit any
of its Subsidiaries to, issue, sell, pledge, dispose of or encumber, or authorize the
issuance, sale, pledge, disposition or encumbrance of, any shares of its capital
stock or other ownership interest in the Company or any of its Subsidiaries or any
securities convertible into or exchangeable for any such shares or ownership
interest, or any rights, warrants or options to acquire or with respect to any such
shares of capital stock, ownership interest or convertible or exchangeable
securities or take any action to cause to be exercisable any otherwise
unexercisable option under any existing stock option plan (except as otherwise
provided by the terms of this Agreement, as required by the terms of any
Company Benefit Plan, or the express terms of any unexercisable or unexercised
equity awards outstanding on the date hereof), other than (A) issuances of shares
of Company Common Stock in respect of any exercise of Company Stock
Options and settlement of any Company RSUs outstanding on the date hereof or
as may be granted after the date hereof as permitted under this Sectipn 5.1(b), (B)
the sale of shares of Company Common Stock pursuant to the exercise of options
exercisable into, or the vesting of awards with respect to, Company Common
Stock, to purchase Company Common Stock if necessary to effectuate an
optionee direction upon exercise or for withholding of Taxes, (C) the grant of
equity compensation awards in the ordinary course of business in accordance with
the Company’s customary compensation practices and (D) the issuance of shares
of Company Common Stock pursuant to the exercise of Warrants issued pursuant
to the Warrant Agreement; provided that any such awards granted after the date
hereof shall be granted on terms pursuant to which such awards shail not vestor
accelerate as a result of the Merger or the occurrence of the Closing; and provided,
further, that in no event shall additional ‘matching shares’ be issued from and
after March 31, 2011 in respect of Restricted Shares outstanding as of such date
(which shall in no event exceed 8,900 matching shares in the aggregate or at any
time thereafter);

(xii) Redemptions or Repurchases of Subsidiaries’ Stock. : Except for
transactions (x) among the Company and its wholly-owned (directly or indirectly)
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Subsidiaries or (y) among the Company’s wholly-owned (directly or indirectly)
Subsidiaries, in each case in the ordinary course and that do not adversely affect
the Company, the Company shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, purchase, redeem or otherwise acquire any shares of the
capital stock of any of them or any rights or options to acquire any such shares,
other than pursuant to the terms of any Company Benefit Plan or the express
terms of an equity award;

(xiii) Incurrence of Indebtedness. Except as set forth in Section
5.1(b)(xiii) of the Company Disclosure Schedule, or as contemplated by Section
5.14 of this Agreement, the Company shall not, and shall not permit any of its
Subsidiaries to, create, incur, assume, suffer to exist or otherwise be liable with
respect to any indebtedness for borrowed money or guarantees thereof or enter
into any “keep well” or other agreement to maintain any financial condition of
another person or enter into any arrangement having the economic effect of any of
the foregoing (including any capital leases, “synthetic” leases or conditional sale
or other title retention agreement) or issue or sell any debt securities, other than (1)
in the ordinary course of business consistent with past practice on terms that allow
for prepayment at any time without penalty or (2) in connection with a
refinancing of existing indebtedness as contemplated by the financial budgets of
the Company previously provided to Parent, provided, however, that in the case
of each of clauses (1) or (2) such actions are not reasonably likely to cause any
two of Fitch Ratings, Ltd., Standard & Poor's or Moody's Investors Service to
recognize the Company's corporate credit rating to be less than the date hereto;
provided further, however, that in the case of clause (1) such mdebtedness shall
not exceed $50.0 million in the aggregate;

(xiv) Changes in Accounting Methods. The Company shall not, and
shall not permit any of its Subsidiaries to, materially change financial accounting
policies or procedures or any of its methods of reporting income, deductions or
other material items for financial accounting purposes, except as required by
GAAP, SEC rule or policy or applicable Law;

(xv) Company Trading Policies. Except as set forth in Section
5.1(b)(xv) of the Company Disclosure Schedule, the Company shall pot
materially amend or terminate the Company Trading Policies or fail to monitor
compliance by the Company and its Subsidiaries with the Company Trading
Policies consistent with past practices;

(xvi) Tax Matters. The Company shail not, and shall not permit any of
its Subsidiaries, to (A) initiate, settle or compromise any claim, action or
proceeding relating to a material amount of Taxes, provided that the Company
may settle or compromise the current Internal Revenue Service audit of the
Company’s 2008 consolidated U.S. federal income Tax Return for an amount that
does not exceed $5.0 million, (B) make, change or revoke any material Tax
election, (C) change any method of Tax accounting that is not required by GAAP,
(D) file any material amended Tax Return or claim for refund of a material
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amount of Taxes, (E) enter into any closing agreement affecting any material Tax
liability or refund of a material amount of Taxes or (F) extend or waive the
application of any statute of limitations regarding the assessment or collection of
any material Taxes, provided, however, that the Company shall use reasonable
efforts to consult with Parent in advance of any action under clause (A) above
(determined without regard to materiality) and any other material Tax action

under this Section 5.1(b)(xvi);

(xvii) Legal Proceedings. The Company shall not, and shall not permit
any of its Subsidiaries to, pay or settle any material legal proceedings, other than
payments or settlements (A) that do not exceed $10.0 million in the aggregate in
any consecutive 12-month period, (B) that have become due and payable prior to
the date hereof or (C) that are reflected or reserved against in, or contemplated by,
the most recent financial statements of the Company (in amounts not in excess of
the amounts so reflected, reserved or contemplated) (provided that the exceptions
set forth in clauses (A} or (B) shall not apply to any proceedings arising out of or
related to this Agreement or the Transactions);

(xviii) New Lines of Business. The Company shall not, and shall not
permit any of its Subsidiaries to, (A) enter into any new line of business or (B)
conduct any business outside the United States or any of the States in which the
Company is currently conducting business, except in the ordinary course of
business consistent with past practice and except for the expansion of the
Company’s retail business;

(xix) Material Agreements with Governmental Entities. The Company
shall not, and shall not permit any of its Subsidiaries to, agree or consent to any
material agreements or material modifications of existing agreements or course of
dealings with any Governmental Entities in respect of the operations of their
businesses, except that the Company may (A) renew Permits, (B) enter into or
amend agreements, both in the ordinary course of business consistent with past
practice, (C) enter into or amend agreements relating to or governed by Ohio
Revised Code Chapter 4928 or (D) enter into or amend agreements relating to or
governed by federal law or regulation, including the FPA and federal
Environmental Laws except, with respect to clause (C) and (D), in consultation
with Parent and after using commercially reasonable efforts to incorporate the
views of Parent;

(xx) Insurance. The Company shall, and shall cause its Subsidiaries, to
maintain with financially responsible insurance companies (or through self-
insurance not inconsistent with such party’s past practice), insurance in such
amounts and against such risks and losses as are reasonable for the nature of the
property so insured and consistent with past practice;

(xxi) Regulated Rate Changes. To the extent permitted by: applicable
Law, the Company shall, and shall cause its Subsidiaries to, on a reasonable basis,
(1) discuss with Parent any changes in its or its Subsidiaries’ regulated rates or
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charges (other than pass-through charges, including rate changes in accordance
with existing formula rates), standards of service or regulatory accounting from
those in effect on the date of this Agreement and (2) discuss with Parent, and use
commercially reasonable efforts to incorporate the views of Parent, prior to
making any filing (or any amendment thereto), or effecting any agreement,
commitment, arrangement or consent, whether written or oral, formal or informal,
with respect thereto (other than to implement rate changes in accordance with
existing formula rates), including any such filings related to or governed by Ohio
Revised Code Chapter 4928; provided, however, that without the consent of
Parent (such consent not to be unreasonably withheld, conditioned or delayed),
the Company will not, or permit any Subsidiary to, (x) make any Electric Security
Plan (ESP) filing, any Market Rate Offer (MRQ) filing or any other filing that
changes its rates in a material manner that may, individually or in the aggregate,
impact its revenue for a period of longer than one (1) year or (y) joining any
regional transmission organization to which it does not currently belong.
Notwithstanding the foregoing, neither the Company nor any of its Subsidiaries
shall be required to have discussions or consult with Parent prior to entering into
arrangements with customers in the ordinary course of business consistent with
past practice, provided, further, that, in no event shall the Company be obligated
to have discussions or consult with Parent with respect to any of the foregoing if,
in the opinion of the Company’s outside counsel, to do so would be inconsistent
with applicable Law;

(xxii) Material Agreements and Power Sales Contracts. Except as set
forth in Section 5.1(b)(xxii) of the Company Disclosure Schedule, the Company

shall not, and shall not permit its Subsidiaries to, enter into, terminate or
materially modify or amend any contract that is or would be a (v) Company
Material Contract, (w) any agreement or practice relating to fuel procurement that
is not in the ordinary course of business consistent with past practice, (x) any
agreement or course of dealing with or among any of the other owners of the
Facilities that are partially owned by the Company or any of its Subsidiaries, (y)
power sale contract which has a term of longer than five (5) years or (z) coal
purchase contract which has a term of longer than five (5) years; provided that (A)
the foregoing shall apply solely to the extent permitted by applicable Law, (B) the
Company and its Subsidiaries may enter into any power sale contract awarded in
a competitive procurement process irrespective of the terms of such contract and
(C) for the avoidance of doubt, this subsection Section 5.1(b)(xxii) shall not
prohibit the Company or any of its Subsidiaries from entering into those contracts
which are otherwise expressly permitted to be entered into pursuant to Section

5.1{b);

(xxiii) Consummation of Transactions. Except as otherwise expressly
provided for under Section 5.3 of this Agreement, and only to the extent the
Company is in compliance with all provisions of Section 5.3, the Company shall
not, and shall not permit its Subsidiaries to, enter into or amend any contract, or
take any other action, if such contract, amendment of a contract or action would
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reasonably be expected to prevent or materially impede, interfere with, hinder or
delay the consummation of the Merger or the Transactions; and

(xxiv) General. The Company shall not, and shall not permit any of its
Subsidiaries to, agree or commit, in writing or otherwise, to take any of the
foregoing actions.

Section 5.2  Investigation.

(a) Upon reasonable notice, the Company shall, and shall cause its
Subsidiaries to, afford to (x) the officers and employees and (y) the accountants, consultants,
legal counsel, financial advisors and agents and other representatives (such persons described in
this clause (y), collectively, “Representatives™) of Parent reasonable access upon reasonable
advance notice, during normal business hours throughout the period prior to the earlier of the
Effective Time and the termination of this Agreement, to all of its available employees,
properties, books, contracts and records (including, but not limited to, Tax Returns);and, during
such period, the Company shall, and shall cause the Company Subsidiaries to, furnish promptly
to Parent or its affiliates, officers, directors, employees and Representative, (i) access to each
report, schedule and other document filed or received by the Company or any of the Company
Subsidiaries pursuant to the requirements of federal or state securities laws or filed with or sent
to the SEC, FERC, the DOJ, the FTC, the PUCO or any other federal or state regulatory agency
or commission and (ii) access to all information concerning the Company, the Company’s
Subsidiaries, and their respective directors, officers and shareholders and such other matters as
may be reasonably requested by Parent or its affiliates, officers, directors, employees and
Representatives in connection with any filings, applications or approvals required or
contemplated by this Agreement, but only to the extent that such access does not unreasonably
interfere with the business or operations of the Company and its Subsidiaries (and, to the extent
required by applicable Law, access to personnel records will be provided only if authorized by
the specific employees); provided, however, that the Company may restrict the foregoing access
and the disclosure of information to the extent that (i) in the reasonable judgment of the
Company, any Law applicable to the Company requires the Company or its Subsidiaries to
restrict or prohibit access to any such properties or information, (ii) in the reasonable judgment
of the Company, the information is subject to confidentiality obligations to a third party,
(111) such disclosure would resuit in disclosure of any trade secrets or confidential strategic
analyses and evaluations of the Company or of third parties or (iv) disclosure of any such
information or document could result in the loss of attorney-client privilege (provided that the
Company and/or its counsel shall use their commercially reasonable efforts to enter into such
joint defense agreements or other arrangements, as appropriate, so as to allow for such disclosure
in a manner that does not result in the loss of attorney client privilege); provided further,
bhowever, that with respect to clauses (i) through (iv) of this Section 5.2(a), the Company shall
use its commercially reasonable efforts to (A) obtain the required consent of such third party to
provide such access or disclosure or (B) develop an altermative to providing such information so
as to address such matters that is reasonably acceptable to Parent and the Company; provided
further, however, that no investigation pursuant to this Section 5.2 shall affect or be deemed to
modify any representation or warranty made by the Company herein. Parent agrees to indemnify
and hold the Company and its Subsidiaries harmless from any and all claims and liabilities,
including costs and expenses for loss, injury to or death of any director, officer, employee or
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Representative of Parent, and any damage to or destruction of any property owned by the
Company or any of its Subsidiaries or others (including claims or liabilities for loss of use of any
property) resulting from the action of any of the directors, officers, employees or Representatives
of Parent (other than as directed by the Company or any of its Subsidiaries or any of their
respective directors, officers, employees or Representatives) during any visit to the business or
property sites of the Company or its Subsidiaries prior to the Closing Date, whether pursuant to
this Section 5.2 or otherwise. During any visit to the business or property sites of the Company
or any of its Company Subsidiaries, Parent shall, and shall cause its affiliates, officers, directors,
employees or Representatives accessing such properties to, comply with all applicable laws and
all of the Company’s and its Subsidiarics’ safety and security procedures and conduct itself in a
manner that would not be reasonably expected to interfere with the operation, maintenance or
repair of the assets of the Company or its Subsidiaries. Access shall be provided for site
inspections in accordance with the conditions and procedures of this Section 5.2, but Parent’s
affiliates, officers, directors, employees and Representatives shall not conduct any environmental
sampling, monitoring, probing, excavation or other invasive actions.

(b)  The parties hereto hereby agree that all information provided to them or
their respective affiliates, officers, directors, employees and Representatives in connection with
this Agreement and the consummation of the Transactions shall be deemed to be “Evaluation
Material” as such term is used in, and shall be treated in accordance with, the Confidentiality
Agreement, dated as of July 30, 2010, between the Company and AES North American
Development, LLC (the “Confidentiality Agreement”).

Section 5.3 Acquisition Proposals.

(a)  The Company agrees that neither it nor any of its Subsidiaries nor any of
their respective officers and directors shall, and that it shall use its reasonable best efforts to
cause its and its Subsidiaries’ respective Representatives not to, directly or indirectly: (i) solicit,
initiate, seek or knowingly encourage or facilitate (including by way of furnishing information)
any inquiries or the making or submission of any Company Acquisition Proposal, (ii) furnish any
nonpublic information regarding the Company or any of its Subsidiaries to any person (other
than Parent or Merger Sub) in connection with or in response to a Company Acquisition
Proposal, (iii) engage or participate in any discussions or negotiations with any person (other
than Parent or Merger Sub) with respect to any Company Acquisition Proposal, (iv) approve,
endorse or recommend any Company Acquisition Proposal or (v) enter into any letter of intent,
agreement in principle or other agreement providing for any Company Acquisition Transaction
(except as contemplated by Section 7.1¢(h)); provided, however, that this Section 5.3 shall not
prohibit (A) the Company, or the Board of Directors of the Company, directly or indirectly
through any affiliate, director, officer, employee or Representative, prior to the receipt of the
Company Shareholder Approval, from furnishing nonpublic information regarding the Company
or any of its Subsidiaries to, or entering into or participating in discussions or negotiations with,
any person in response to (x) an unsolicited, written Company Acquisition Proposal that the
Board of Directors of the Company concludes in good faith, after consultation with its financial
advisors and outside legal counsel, constitutes or could reasonably lead to a Company Superior
Offer or (y) an unsolicited inquiry relating to a Company Acquisition Proposal by a person that
the Board of Directors of the Company determines is credible and reasonably capable of making
a Company Superior Offer (an “Inquiry™), if (1) such Company Acquisition Proposal or Inquiry
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did not result from a breach of this Section 5.3(a) (other than any such breach that is
unintentional and immaterial in effect), (2) the Company gives to Parent the notice required by
Section 5.3(b) and (3) the Company furnishes any nonpublic information provided 1o the maker
of the Company Acquisition Proposal or Inquiry only pursuant to a confidentiality agreement
between the Company and such person on terms no less favorable to the Company than the
Confidentiality Agreement (provided, that such confidentiality agreement shall not in any way
restrict the Company from complying with its disclosure obligations under this Agreement,
including with respect to such proposal), and such furnished information is delivered promptly to
Parent (to the extent such information has not been previously fumnished or made available by the
Company to Parent) or (B) the Company from taking and disclosing to its shareholders a position
contemplated by Rule 14d-9 and Rule 14e-2(a) promulgated under the Exchange Act with regard
to any Company Acquisition Proposal; provided, however, that compliance with such rules shall
not in any way limit or modify the effect that any action taken pursuant to such rules has under
any other provision of this Agreement and in no event shall the Company or the Company’s
Board of Directors or a committce thereof take any action that would constitute a Company
Change of Recommendation in respect of a Company Acquisition Proposal other than in
compliance with Section 5.3{c).

(b)  The Company shall promptly, and in no event later than 48 hours, after its
receipt of any Company Acquisition Proposal or any request for nonpublic information relating
to the Company or any of its Subsidiaries in connection with a Company Acquisition Proposal,
advise Parent orally and in writing of such Company Acquisition Proposal or request, including
providing the identity of the person making or submitting such Company Acquisition Proposal or
request, and, (x) if it is in writing, a copy of such Company Acquisition Proposal and any related
draft agreements and (y) if oral, a reasonably detailed summary of any such Company
Acquisition Proposal or request. The Company shall keep Parent reasonably informed in all
material respects on a prompt basis with respect to the status of, including any change to the
status or material terms of, any such Company Acquisition Proposal.

(c)  Except as contemplated by this Section 5.3(¢), neither the Board of
Directors of the Company nor any committee thereof shall (i) (A) withhold, withdraw, qualify or
modify, or resolve to or publicly propose to withhold, withdraw, qualify or modify the Company
Recommendation in a manner adverse to Parent, (B) following the date any Company
Acquisition Proposal or any material modification thereto is first made public, sent-or given to
the shareholders of the Company, fail to issue a press release that expressly reaffirms the
Company Recommendation within five (5) business days following Parent’s written request to
do so (which request may only be made once with respect to any such Company A¢quisition
Proposal and each material modification thereto) or (C) approve, adopt or recommend any
Company Acquisition Proposal (each such action set forth in clauses (A) through (C) above
being a “Company Change of Recommendation™) or (ii) approve, adopt or recommend, or
publicly propose to approve, adopt or recommend, 8 merger agreement, letter of intent,
agreement in principle, share purchase agreement, asset purchase agreement, share exchange
agreement, option agreement or other similar contract (other than the confidentiality agreement
referred to in Section 5.3(a)) or any tender offer providing for, with respect to, or in connection
with any Company Acquisition Proposal. Notwithstanding the foregoing, the Board of Directors
of the Company may at any time prior to receipt of the Company Shareholder Approval, in
respect of a Company Acquisition Proposal, (i) make a Company Change of Recommendation
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and/or (it) terminate this Agreement pursuant to Section 7.1(h) of this Agreement, if and only if:
(A) a Company Acquisition Proposal is made to the Company by a third party, and such offer is
not withdrawn; (B) the Company’s Board of Directors determines after consultation with its
financial advisors and outside legal counsel that such offer constitutes a Company Superior Offer
and (C) the Company Board of Directors has provided to Parent five (5) business days prior
written notice of its intent to take such action (which notice shall include the reasonable details
regarding the cause for, and nature of, the Company Change of Recommendation) and, if
requested by Parent, negotiated in good faith with Parent during such five (5) business day
period regarding revisions to this Agreement which would avoid such Company Change of
Recommendation and/or termination.

The Board of Directors of the Company may not, in respect of a Company
Acquisition Proposal, make a Company Change of Recommendation in a manner adverse to
Parent except in compliance in all respects with this Section 5.3(c)and Section 7.1¢h). For the
avoidance of doubt, a change of the Company Recommendation to “neutral” is a Company
Change of Recommendation.

(d)  As used in this Agreement:

(i) “Company Acquisition Proposal” shall mean any bona fide offer,
inquiry, proposal or indication of interest received from a third party {other than
an offer, inquiry, proposal or indication of interest by a party to this Agreement)
relating to any Company Acquisition Transaction;

(i1) “Company Acquisition Transaction” shall mean any transaction or
series of transactions involving: {a) any merger, consolidation, share exchange,
recapitalization, business combination or similar transaction involving the
Company other than the Transactions; (b) any direct or indirect acquisition of
securities, tender offer, exchange offer or other similar transaction in which a
person or “Group” (as defined in the Exchange Act) of persons directly or
indirectly acquires beneficial or record ownership of securities representing
twenty percent (20%) or more of any class of equity securities of the Company; (c)
any direct or indirect acquisition of any business or businesses or of assets that
constitute or account for twenty percent (20%) or more of the consolidated net
revenues, net income or assets of the Company and its Subsidiaries, taken as a
whole; or (d) any liquidation or dissolution of the Company or any of its
Subsidiaries; and

(iii)) “Company Superior Qffer” shall mean a Company Acquisition
Proposal (provided that for purposes of this definition, references to twenty
percent (20%) in the definition of Company Acquisition Transaction shall be
deemed to be references to fifty percent (50%)) that the Company’s Board of
Directors determines, in good faith after consultation with its financial advisors
and outside legal counsel taking into account all financial, legal and tegulatory
terms and conditions of the Company Acquisition Proposal (including any
conditions to and expected timing of consummation and, any risks of non-
consummation of such Company Acquisition Proposal) to be more favorable to
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the Company and its shareholders (in their capacity as shareholders) as compared
to the Transactions, including the Merger, and to any alternative transaction
(including any modifications to the terms of this Agreement) proposed by Parent.

Section 5.4  Proxy Statement; Company Sharcholders” Meeting.

(a) As soon as reasonably practicable following the date of this Agreement
(but in no event later than 60 days), the Company shall prepare and file with the SEC the
preliminary Proxy Statement. Each of the preliminary Proxy Statement and the Proxy Statement
will comply in all material respects with the applicable requirements of the Exchange Act and
the rules and regulations thereunder. The Company will respond as promptly as practicable to
any comments or requests of the SEC on the preliminary Proxy Statement and the Company
shall use reasonable best efforts to cause the Proxy Statement to be mailed to the Company’s
shareholders, in each case as promptly as reasonably practicable after the Company learns that
the Proxy Statement will not be reviewed or that the SEC staff has no further comments thereon.
Each of Parent and Merger Sub shall furnish to the Company all information concerning itself
that is required or customary for inclusion in the Proxy Statement. The information provided by
any party for use in or incorporation by reference in the Proxy Statement shall be true and correct,
in all material respects, at the dates mailed to the Company’s sharcholders and at the time of the
Company Shareholders’ Meeting, without omission of any material fact that is required to make
such information not false or misleading. Except for annual, quarterly and current reports filed
or furnished with the SEC under the Exchange Act, which may be incorporated by reference
therein (but subject to Section 5.8), no filing of, or amendment or supplement to the Proxy
Statement will be made by the Company without Parent’s prior consent (which shall not be
unreasonably withheld, delayed or conditioned) and without providing Parent the opportunity to
review and comment thereon. The Company will advise Parent promptly after it receives oral or
written notice of any oral or written request by the SEC for amendment of the Proxy Statement
or comments thereon and responses thereto or requests by the SEC for additional information,
and will promptly provide Parent with copies of any written communication from the SEC or any
state securities commission. 1f at any time prior to the Effective Time any information relating
to Parent or the Company, or any of their respective affiliates, officers or directors, should be
discovered by Parent or the Company which should be set forth in an amendment or supplement
to the Proxy Statement, so that any of such documents would not include any misstatement of a
material fact or omit to state any material fact necessary to make the statements therein, in light
of the circumstances under which they were made, not misleading, the party which discovers
such information shall promptly notify the other parties hereto and an appropriate amendment or
supplement describing such information shall be promptly filed with the SEC and, to the extent
required by law, disseminated to the shareholders of the Company. No representation, covenant
or agreement is made by any party hereto with respect to information supplied by any other party
for inclusion on the Proxy Statement.

(b)  The Company shall promptly take all action necessary in accordance with
applicable Laws and the Company Organizational Documents to duly give notice of, a meetmg
of its shareholders to be held as promptly as practicable to consider the adoption of this
Agreement and the approval of the Transactions including the Merger (the “Company
Shareholders’ Meeting”). Unless there shall have been a Company Change of Recommendation
in accordance with the terms of this Agreement, the Company will, through its Board of
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Directors, convene and hold the Company Shareholders’ Meeting, recommend that its
shareholders adopt this Agreement and approve the Transactions, including the Merger, and will
use commercially reasonable efforts to solicit from its sharcholders proxies in favor of the
adoption of this Agreement and the approval of the Transactions, including the Merger, and to
take all other action necessary or advisable to secure the vote or consent of its shareholders
required by the rules of the NYSE or applicable Laws to obtain such approvals.

() The Company shall take all action necessary to comply timely with
applicable notification requirements under applicable Law in respect of any Company Benefit
Plan holding Company Common Stock, including causing any Company Benefit Plan
administrator to issue any such notices.

Section 5.5  Employee Matters.

(a) For a period of at least two (2) years following the Effective Time (the
“Continuation Period”), Parent shall provide, or shall cause to be provided, to each.current and
former Company Employee, other than such employees covered by collective bargaining
agreements, compensation and employee benefits (exclusive of equity-based compensation or
benefits) that are no less favorable, in the aggregate, than the compensation and benefits
provided to current and former Company Employees (as the case may be) immediately before
the Effective Time; provided, that Parent shall be entitled to make modifications thereto to the
extent such modifications do not result in compensation and benefits for the Company
Employees not covered by collective bargaining agreements that are less favorable in the
aggregate than that which is then provided to similarly situated employees of Parent not covered
by collective bargaining agreements; provided, further, that nothing herein shall prohibit Parent
or the Surviving Corporation from terminating the employment of any Company Employee to
the extent permitted by applicable Laws; and provided, further, that, to the extent permitted by
applicable Law, notwithstanding the foregoing provisions of this Section 5.5(a), (i) during the
period beginning at the Effective Time and ending December 31, 2013, Parent shall cause The
Dayton Power and Light Retirement Income Plan to remain in effect in respect of Company
Employees (exclusive of those employed subject to a collective bargaining agreement) hired
before January 1, 2011 and participating therein immediately before the Effective Time on terms
and conditions no less favorable than those in effect immediately before the Effective Time and
(ii) if benefit accruals in respect of such Company Employees are reduced or eliminated under
The Dayton Power and Light Retirement Income Plan after December 31, 2013, such Company
Employees shall be fully vested in their benefit accrued under such plan as of the effective time
of such reduction or elimination.

(b)  For purposes of vesting, eligibility to participate and accrual and level of
benefits under the employee benefit plans of Parent and its Subsidiaries providing benefits to any
Company Employees after the Effective Time (the “New Plans”), each Company Employee shall
be credited for his or her years of service with the Company and its Subsidiaries and their
respective predecessors before the Effective Time, to the same extent as such Company
Employee was entitled, before the Effective Time, to credit for such service under any similar
Company employee benefit plan in which such Company Employee participated or was eligible
to participate immediately prior to the Effective Time, provided, however, that the foregoing
shall not apply to the extent that its application would result in a duplication of benefits or to
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benefit accrual under a defined benefit pension plan. In addition, and without limiting the
generality of the foregoing, (A) Parent shall cause each Company Employee to be immediately
eligible to participate, without any waiting time, in any and all New Plans to the extent coverage
under such New Plan is comparable to 2 Company Benefit Plan set forth on Section 3.12(a) of
the Company Disclosure Schedule in which such Company Employee participated immediately
before the Effective Time (such plans, collectively, the “Old Plans”) and (B) for purposes of
each New Plan providing medical, dental, pharmaceutical or vision benefits to any Company
Employee, Parent shall cause all pre-existing condition exclusions and actively-at-work
requirements of such New Plan to be waived for such employee and his or her covered
dependents, unless such conditions would not have been waived under the comparable plans of
the Company or its Subsidiaries in which such employee participated immediately prior to the
Effective Time, and Parent shall cause any eligible expenses incurred by such employee and his
or her covered dependents during the portion of the plan year of the Old Plan ending on the date
such employee’s participation in the corresponding New Plan begins to be taken into account
under such New Plan for purposes of satisfying all deductible, coinsurance and maximum out-of-
pocket requirements applicable to such employee and his or her covered dependents for the
applicable plan year as if such amounts had been paid in accordance with such New Plan.

(¢}  Withrespect to any employee actively employed by the Company or its
Subsidiaries at the Effective Time whose terms and conditions of employment are governed by
the Compact by and between the Company and Local 175, Utility Workers Union of America,
AFL-CIO (the “Compact”) (each, a “Represented Employee”), Parent agrees to honor or cause to
be honored the Compact in effect as of the Effective Time and to continue all terms and
conditions of employment applicable to such Represented Employee under their respective
collective bargaining agreements through the expiration, modification or termination of such
agreements in conformity with applicable Law.

(d)  The Company shall adopt a retention program for key employees prior to
the Closing in accordance with Section 5.5(d) of the Company Disclosure Schedule.

(e)  If and to the extent not paid by the Company prior to the Closing, Parent
shall, or shall cause the Surviving Corporation to, pay, when such payments would have been
due in the ordinary course, to each person who, as of immediately prior to the Closing, was
eligible to and participated in the Company’s annual bonus plans with respect to fiscal year 2011
(each an “Eligible Company Employee™), the amount earned and payable to such Eligible
Company Employee for the performance period ending December 31, 2011, determined in
accordance with the individual and other performance targets established under such plans in
respect of such period, adjusted for costs incurred by the Company in connection with the
Transactions.

H During the period beginning at the Effective Time and ending December
31, 2013, Parent shall cause the Company and its Subsidiaries not to implement any involuntary
workforce reductions that would result in the Company and its Subsidiaries employing
substantially fewer individuals in the aggregate than they employed (exclusive of officers and
management employees of the Company who are covered by change in control agreements)
immediately before the Effective Time; provided, that, the requirements of this sentence shall not
apply if a material adverse effect on the Surviving Corporation or any of its Subsidiaries or any
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of their respective material assets shall have occurred and is continuing; and, provided, further,
that, for avoidance of doubt, nothing herein shall prohibit Parent, Surviving Corporation or any
of or their respective Subsidiaries from terminating the employment of any Company Employee
to the extent permitted by applicable Laws.

Section 5.6  Regulatory Approvals; Third-Party Consents; Reasonable Best Efforts.

(a) Subject to the terms and conditions set forth in this Agreement, each of the
parties hereto shall use its reasonable best efforts (subject to, and in accordance with, applicable
Law) to take promptly, or cause to be taken, all actions, and to do promptly, or cause to be done,
and to assist and cooperate with the other parties in doing, all things necessary, proper or
advisable under applicable Laws to consummate and make effective the Transactions, including
(i) the obtaining of all necessary actions or nonactions, waivers, consents and approvals,
including the Company Approvals and the Parent Approvals, from Governmental Entities and
the making of all necessary registrations and filings and the taking of all steps as may be
necessary to obtain an approval or waiver from, or to avoid an action or proceeding by, any
Governmental Entity, (ii) the obtaining of all necessary consents, approvals or waivers from third
parties, (ii1) the defending of any lawsuits or other legal proceedings, whether judicial or
administrative, challenging this Agreement or the consummation of the Transactions and (iv) the
execution and delivery of any additional instruments necessary to consumimate the Transactions.

(b)  Subject to the terms and conditions herein provided and without limiting
the foregoing, the Company and Parent shall as promptly as practicable following the date of this
Agreement, but in any event within thirty (30) days, use reasonable best efforts to (i) make all
necessary filings and thereafter make any other required submissions in respect of each of the
Company Approvals and the Parent Approvals, (ii) cooperate with each other in (A) determining
whether any filings are required to be made with, or consents, permits, authorizations, waivers or
approvals are required to be obtained from, any third parties or other Governmental Entities in
connection with the execution and delivery of this Agreement and the consummation of the
Transactions and (B) timely making all such filings and timely seeking all such consents, permits,
authorizations or approvals, (iii) subject to Section 5.6(d), take, or cause to be taken, all other
actions and do, or cause to be done, all other things necessary, proper or advisable to
consummate and make effective the Transactions, including taking all such further action as may
be necessary to resolve such objections, if any, as the FERC, the United States Federal Trade
Commission (the “FTC”), the PUCO, the SEC, the FCC, the Antitrust Division of the United
States Department of Justice (the “DOJ”) or competition authorities of any other nation may
assert under Regulatory Law with respect to the Transactions so as to enable the Closing to occur
as soon as reasonably possible (and in any event no later than the End Date), including (A)
proposing, negotiating, committing to and effecting, by consent decree, hold separate order or
otherwise, the sale, divestiture, disposition or limitation on usage of such assets or businesses of
Parent or its Subsidiaries or affiliates or of the Company or its Subsidiaries, (B) otherwise taking
or committing to take actions that after the Closing Date would limit Parent’s or its Subsidiaries’
(including the Surviving Corporation’s) or its affiliates’ freedom of action with respect to, or its
or their ability to retain, one or more of its or its Subsidiaries’ (including the Surviving
Corporation’s) businesses, product lines or assets, in each case as may be required in order to
avoid the entry of, or to effect the dissolution of, any injunction, temporary restraining order or
other order in any suit or proceeding which would otherwise have the effect of preventing or
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materially delaying the Closing, (C) taking or committing to take actions to maintain the credit
rating of DP&L at investment grade levels, (D) accepting financial restrictions on Parent or its
Subsidiaries or affiliates or on the Company or its Subsidiaries and (E) accepting governance and
operational restrictions, including restrictions on the scope of the business of Parent or its
Subsidiaries or affiliates or of the Company or its Subsidiaries and taking or committing to take
actions related to customary “ring-fencing” at the Company and (iv) subject to applicable legal
limitations and the instructions of any Governmental Entity, keep each other apprised of the
status of matters relating to the completion of the Transactions, including promptly furnishing
the other with copies of notices or other communications received by the Company or Parent, as
the case may be, or any of their respective Subsidiaries, from any third party or any
Governmental Entity with respect to the Transactions. The Company and Parent will include in
their applications filed for approval with the PUCO their intention to (i) use customary ring-
fencing protection at the Company with respect to the Transactions and (ii) reasonably provide
for Company officials in Ohio related to the resolution of consumer disputes. The Company and
Parent shall permit counsel for the other party reasonable opportunity to review in advance, and
consider in good faith the views of the other party in connection with, any proposed written
communication to any Governmental Entity. Each of the Company and Parent agrees not to
participate in any substantive meeting or discussion, either in person or by telephone, with any
Governmental Entity in connection with the proposed Transactions unless it consults with the
other party in advance and, to the extent not prohibited by such Governmental Entity, gives the
other party the opportunity to attend and participate.

(c) In furtherance and not in limitation of the covenants of the parties
contained in this Section 5.6, if any administrative or judicial action or proceeding, including any
proceeding by a private party, is instituted (or threatened to be instituted) challenging any of the
Transactions as violative of any Regulatory Law, each of the Company and Parent shall (i) give
the other party prompt notice of the commencement or threat of commencement of any such
action or proceeding by or before any Governmental Entity with respect to any of the
Transactions, (ii)} keep the other party informed as to the status of any such action or proceeding
or threat thereof and (iii) cooperate in all respects with each other and use their respective
reasonable best efforts to contest and resist any such action or proceeding and to have vacated,
lifted, reversed or overturned any decree, judgment, injunction or other order, whether temporary,
preliminary or permanent, that is in effect and that prohibits, prevents or restricts consummation
of the Transactions.

(d)  Notwithstanding anything in this Agreement to the contrary, “reasonable
best efforts” shall not require, any party to sell, or agree to sell, hold or agree to hold separate, or
otherwise dispose or agree to dispose of any asset, or conduct or agree to conduct its business in
any particular manner, agrec to or accept any condition or take any other action, as may be
required to resolve objections if any, of the FERC, the FTC, the PUCO or the DOJ, in each case
if such sale, separation or disposition, agreement, conduct or action with respect thereto would
individually or in the aggregate reasonably be expected to have, (x) for the Company, a
Company Material Adverse Effect or (y) for Parent, a material adverse effect on the business,
financial condition, assets, liabilities, operations or results of operations of Parent and its
Subsidiaries, taken as a whole, after giving effect to the Merger and the terms and conditions of
the Company Approvals and the Parent Approvals (provided that for the purpose of determining
whether a potential adverse effect on the Parent and its Subsidiaries would constitute a material
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adverse effect for the purposes of this Section 5.6, Parent and its Subsidiaries, taken as a whole,
shall be deemed to be a consolidated group of entities of the size and scale of a hypothetical
company that is 100% of the size and scale of the Company, together with each of its
Subsidiaries, taken as a whole). The Company, Parent and their respective Subsidiaries will
consult with each other prior to agreeing to any merger requirements sought by any regulator.
Nothing in this Section 5.6 shall obligate Parent or the Company or any of their respective
Subsidiaries to take any action that is not conditioned on the Closing.

(e) Parent shall not, and shall cause its Subsidiaries not to, enter into a
definitive agreement to acquire (i) any regulated electric or gas distribution utility in the State of
Ohio, other than the Transactions contemplated in this Agreement, that would present a material
risk of materially delaying or making it materially more difficult for the Parent, Merger Sub or
the Company to obtain the approval of the PUCO with respect to the Transactions contemplated
in this Agreement, or (ii) significant electric generation assets of clearly sufficient magnitude in
the relevant market, that would present a material risk of materially delaying or making it
materially more difficult for the Parent, Merger Sub or the Company to obtain the approval of
FERC with respect to the Transactions contemplated in this Agreement (any such acquisition, a
“Contrary Action™).

() As used in this Agreement, “Regulatory Law” means the Sherman Act of
1890 as amended, the Clayton Antitrust Act of 1914 as amended, the HSR Act, the FPA, the
Atomic Energy Act, the rules and regulations of the PUCO and all other federal, state or foreign
statutes, rules, regulations, orders, decrees, administrative and judicial doctrines and other Laws,
including any antitrust, competition or trade regulation Laws, that are designed or intended to (i)
prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of
trade or lessening competition through merger or acquisition or (ii) protect the national security
or the economy of any nation.

Section 5.7  Takeover Statute; Shareholder Rights Plan. If any Takeover Law may
become, or may purport to be, applicable to the Transactions, each of the Company and Parent
shall grant such approvals and take such actions as are reasonably necessary so that the
Transactions may be consummated as promptly as practicable on the terms contemplated hereby
and otherwise act to eliminate or minimize the effects of such statute or regulation on the
Transactions. If any takeover plan or agreement may become, or purport to be, applicable to the
Transactions, the Company shall grant such approvals and take such actions as are reasonably
necessary so that the Transactions may be consummated as promptly as practicable on the terms
contemplated hereby and otherwise act to eliminate or minimize the effects of such plan or
agreement on the Transactions.

Section 5.8  Public Announcements. Except with respect to a Company Change of
Recommendation or any action taken by the Company or Parent or their Boards of Directors
pursuant to, and in accordance with, Section 5.3 (or in response thereto), so long as this
Agreement is in effect, the parties shall use reasonable best efforts to consult with each other
before issuing any press release or making any public announcement relating to this Agreement
or the Transactions and, except for any press release or public announcement as may be required
by applicable Law, court process or any listing agreement with any national securities exchange,
shall use reasonable efforts not to issue any such press release or make any such public

53



announcement without consulting the other parties. Parent and the Company agree to issue a
mutually acceptable initial joint press release announcing this Agreement.

Section 5.9 Indemnification and Insurance.

(a) From and after the Effective Time, Parent shall cause the Surviving
Corporation to honor all rights to exculpation, indemnification and advancement of expenses
now existing in favor of the current or former directors, officers or employees, as the case may
be, of the Company or its Subsidiaries as provided in their respective articles of incorporation or
codes of regulations or other organization documents or in any agreement to which the Company
or any of its Subsidiaries is a party, which rights shall survive the Merger and shall continue in
full force and effect to the extent permitted by Law. For a period of six (6) years from the
Effective Time, Parent shall cause the Surviving Corporation to maintain in effect the
exculpation, indemnification and advancement of expenses provisions of the Company’s and any
of the Company’s Subsidiaries’ articles of incorporation or codes of regulations or similar
organization documents in effect as of the date hereof or in any indemnification agreements of
the Company or its Subsidiaries with any of their respective directors, officers or employees in
effect immediately prior to the Effective Time, and shall not amend, repeal or otherwise modify
any such provisions in any manner that would adversely affect the rights thereunder of any
individuals who immediately before the Effective Time were current or former directors, officers
or cmployees of the Company or any of its Subsidiaries; provided, however, that all rights to
indemnification in respect of any Action pending or asserted or any claim made within such
period shall continue until the disposition of such Action or resolution of such claim. At the
Effective Time Parent assumes, becomes jointly and severally liable for, and will honor,
guaranty and stand surety for, and shall cause the Surviving Corporation and the Subsidiaries of
Parent to honor, in accordance with their respective terms, each of the covenants contained in
this Section 5.9 without limit as to time.

(b) Without limitation to the foregoing, from and after the Effective Time,
each of Parent and the Surviving Corporation shall, to the fullest extent permitted under
applicable Law, indemnify and hold harmless (and advance funds in respect of each of the
foregoing) each current and former director, officer and employee of the Company and any of its
Subsidiaries and each person who served as a director, officer, member, trustee or fiduciary of
another corporation, partnership, joint venture, trust, pension or other employee benefit plan or
enterprise if such service was at the request or for the benefit of the Company or any of its
Subsidiaries (each, together with such person’s heirs, executors or administrators, an
“Indemnified Party”) against any costs or expenses {including advancing attoreys’ fees and
expenses in advance of the final disposition of any claim, suit, proceeding or investigation to
each Indemnified Party to the fullest extent permitted by law), judgments, fines, losses, claims,
damages, liabilities and amounts paid in settlement (provided that any Action may only be
settled with the prior written consent of Parent, not to be unreasonably withheld) in connection
with any actual or threatened claim, action, suit, proceeding or investigation, whether civil,
criminal, administrative or investigative (an “Action”), arising out of, relating to or in connection
with any action or omission relating to their position with the Company or its Subsidiaries
occurring or alleged to have occurred before or at the Effective Time (including acts or
omissions in connection with such persons approving this Agreement and the transactions
contemplated hereby and serving as an officer, director or other fiduciary in any entity if such
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service was at the request or for the benefit of the Company). In the event of any such Action,
(1) the Indemnified Party shall have the right to select its own counsel, which counsel shall be
reasonably satisfactory to the Surviving Corporation, and (ii) any determination required to be
made with respect to whether an Indemnified Party’s conduct complies with the standards set
forth under the business corporation law of the Surviving Corporation’s state of incoerporation
and the certificate of incorporation or by-laws of the Surviving Corporation shall be made by
independent counsel mutually acceptable to the Surviving Corporation and the Indemnified Party.
The Indemnified Parties as a group may retain only one law firm with respect to each related
matter except to the extent there is, in the opinion of counsel to an Indemnified Party, under
applicable standards of professional conduct, a conflict on any significant issue between
positions of such Indemnified Party and any other Indemnified Party or Indemnified Parties.
Parent and the Surviving Corporation shall each cooperate with the Indemnified Party in the
defense of any such Action.

(c) For a period of six {6) years from the Effective Time, Parent shall cause to
be maintained (on terms and conditions no less advantageous to the indemnified parties) in effect
the coverage provided by the policies of directors” and officers’ liability insurance and fiduciary
liability insurance in effect as of the Closing Date maintained by the Company and its
Subsidiaries with respect to matters arising on or before the Effective Time either through the
Company’s existing insurance provider or another provider reasonably selected by Parent;
provided, however, that, after the Effective Time, Parent shall not be required to pay annual
premiums in excess of 250% of the last annual premium paid by the Company prior to the date
hereof in respect of the coverage required to be obtained pursuant hereto, but in such case shall
purchase as much coverage as reasonably practicable for such amount; provided further,
however, that in lieu of the foregoing insurance coverage, Parent may direct the Company to
purchase “tail” insurance coverage (on terms and conditions no less advantageous to the
indemnified parties), at a cost no greater than the aggregate amount which the Surviving
Corporation would be permitted to spend during the six-year period provided for in this Section
5.9(c), that provides coverage no materially less favorable than the coverage described above.

(d)  Parent shall cause the Surviving Corporation to pay all reasonable
expenses, including reasonable attorneys’ fees, that may be incurred by any Indemnified Party in
enforcing the indemnity and other obligations provided in this Section 5.9.

(e)  The rights of each Indemnified Party hereunder shall be in addition to, and
not in limitation of, any other rights such Indemnified Party may have under the articles of
restatement or bylaws or other organization documents of the Company or any of its Subsidiaries
or the Surviving Corporation, any other indemnification arrangement, the OGCL or otherwise.
The provisions of this Section 5.9 shall survive the consummation of the Merger and expressly
are intended to benefit, and are enforceable by, each of the Indemnified Parties.

3] In the event that the Surviving Corporation or any of its respective
successors or assigns (i) consolidates with or merges into any other person and shall not be the
continuing or surviving corporation or entity in such consolidation or merger or (ii) transfers all
or substantially all of its properties and assets to any person, then, and in either such case, proper
provision shall be made so that the successors and assigns of the Surviving Corporation shall
assume the obligations set forth in this Section 5.9.
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Section 5.10 Control of Operations. Without in any way limiting any party’s rights or
obligations under this Agreement, the parties understand and agree that (i) nothing contained in
this Agreement shall give Parent, directly or indirectly, the right to control or direct the
Company’s operations prior to the Effective Time and (ii) prior to the Effective Time, the
Company shall exercise, consistent with the terms and conditions of this Agreement, complete
control and supervision over its operations.

Section 5.11 Transition Committee. On or following the date hereof, the Company and
Parent shall form a transition committee (“Transition Committee’) comprised of threc members
appointed by Parent and two members appointed by the Company, which Transition Committee
shall be tasked with monitoring compliance with the terms of this Agreement, liaising with the
Company's management team regarding the Transactions and making recommendations to the
parties with respect to certain decisions that may be required in advance of the Closing. The
Transition Committee will meet as often as its members deem is necessary (but in any event at
least two times per month) and upon the call of either party. The Transition Committee will have
access, consistent with the terms of this Agreement, to Company personnel and records;
provided, however, that the Transition Committee will neither direct nor interfere with the day to
day management or operations of the business of the Company.

Section 5.12 Notification of Certain Matters; Shareholder Litigation.

{a)  Each of the Company and Parent shall give prompt written notice to the
other (and will subsequently keep the other informed on a current basis of any developments
related to such notice) upon its becoming aware of the occurrence or existence of any fact, event
or circumstance that is reasonably likely to result in any of the conditions set forth in Article VI
not being able to be satisfied prior to the End Date.

(b)  Prior to the Effective Time, the Company shall give prompt notice to
Parent, of any actions, suits, claims or proceedings commenced or, to the knowledge of the
Company, threatened against the Company or its Subsidiaries which relate to this Agreement and
the Transactions. The Company shall give Parent the opportunity to participate in the defense
and settlement of any shareholder litigation against the Company and/or its directors relating to
this Agreement and the Transactions, and no such settlement shall be agreed to without Parent’s
prior written consent (which shall not be unreasonably withheld, conditioned or delayed).

Section 5.13  Financing.

(a) The Company shall, and shall cause its Subsidiaries to, at the sole expense
of the Parent use its and their reasonable best efforts to provide such cooperation as may be
reasonably requested by the Parent in connection with the financing of the Transactions, if any,
including using reasonable best efforts to (i) cause appropriate officers and employees to be
available, on a customary and reasonable basis and upon reasonable notice, to meet with ratings
agencies and prospective lenders and investors in presentations, meetings, road shows and due
diligence sessions, (ii) provide reasonable assistance with the preparation of any ratings
presentations, information memos, offering memoranda or other marketing and disclosure
documents and customary mformation in connection therewith, including the preparation of
appropriate discussions of business, financial statements, pro forma financials, projections,
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management discussion and analysis, and other customary financial data of the Company and its
Subsidiaries, all for use in connection therewith and an audit of the financial statements in
accordance with GAAP and applicable Law by independent certified public accountants,

(iii) provide any financing sources with reasonable access to the properties, books and records of
the Company and its Subsidiaries, execute and deliver any customary certificates, authorization
letters, pledge or security documents or other customary definitive financing documents and
related documents and certificates as may be reasonably requested by the Parent and (iv) direct
its independent accountants and counsel to provide customary and reasonable assistance to the
Parent including in connection with providing customary comfort letters and opinions of counsel;
provided, that the actions contemplated in the foregoing clauses (i) through (iv) do not

(A) unreasonably interfere with the ongoing operations of the Company or any of its Subsidiaries,
(B) cause any representation or warranty in this Agreement to be breached, (C) cause any
condition to Closing set forth in Article VI to fail to be satisfied or otherwise cause any breach of
this Agreement, (D) require the Company or any of its Subsidiaries to pay any out-of-pocket fees
or expenses prior to the Closing that are not promptly reimbursed by the Parent as set forth in
Section 5.13(b), (E) involve any binding commitment by the Company or any of its Subsidiaries
which commitment is not conditioned on the Closing and does not terminate without liability to
the Company or any of its Subsidiaries upon the termination of this Agreement or (F) cause any
director, officer or employee of the Company or any of its Subsidiaries to incur any personal
liability.

(b)  Parent shall promptly, upon request by the Company, reimburse the
Company for all reasonable out-of-pocket costs and expenses (including reasonabl¢ attorneys’
fees) incurred by the Company or any of its Subsidiaries in connection with the cooperation of
the Company and its Subsidiaries contemplated by Section 5.13(a) and shall indemnify and hold
harmless the Company, its Subsidiaries and their respective Representatives from and against
any and all losses suffered or incurred by any of them in connection with the arrangement of
financing and any information used in connection therewith. The provisions of this Section
5.13(b) shall survive (i} any termination of this Agreement pursuant to Article Vil and (ii) the
consummation of the Merger, and are expressly intended to benefit, and are enforceable by, the
Company, its Subsidiaries and their respective Representatives.

(¢)  Notwithstanding anything contained in this Agreement to the contrary, the
Parent expressly acknowledges and agrees that the Parent’s and Merger Sub’s obligations
hereunder are not conditioned in any manner upon the Parent or Merger Sub obtaining any
financing. The failure, for any reason, of the Parent and the Merger Sub to have sufficient cash
available on the Closing Date to pay the Merger Consideration in accordance with Article 11
hereof and/or the failure to so pay the Merger Consideration on the Closing Date shall constitute
a willful and material breach of this Agreement.

Section 5.14 Company’s Credit Facilities and Maturing Debt.

(a) Prior to the Closing, the Company shall use its reasonable best efforts to
obtain consents or waivers from the lenders with respect to credit facilities and letter of credit
facilities of the Company and any of its Subsidiaries containing change in control provisions so
as to permit the consummation of the Merger; provided, however, that the Company shail not be
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required to make any payment in connection with securing such consents or waivers unless
Parent agrees to make any such payment on behalf of the Company.

(b)  Prior to Closing, the Company or the relevant Subsidiary of the Company
shall use their respective commercially reasonable efforts (including offering the lenders who
commit to any refinancing of credit facilities or other outstanding indebtedness contemplated by
Section 5.14(b) of the Company Disclosure Schedule the opportunity to be underwriters in any
such refinancing) to take or cause to be taken the actions set forth on Section 5.14(b) of the
Company Disclosure Schedule; provided, that the Company or the relevant Subsidiary of the
Company may only amend, restate or refinance a credit facility or other outstanding indebtedness
pursuant to this Section 5.14(b) after giving Parent a reasonable opportunity to review in advance
the terms of such amendment, restatement or refinancing and considering in good faith Parent’s
reasonable views of such terms, The Company shall keep Parent reasonably informed in all
material respects on a reasonably prompt basis with respect to the status of, including any change
to the status or material terms of, the actions set forth on Section 5.14(b) of the Company
Disclosure Schedule. In connection with taking the actions set forth on Section 5.14(b) of the
Company Disclosure Schedule, the Company or the relevant Subsidiary of the Company-shall, in
connection with any amendment, restatement or refinancing, use its reasonable best efforts to
concurrently secure, in a form reasonably acceptable to Parent, fully executed consents, waivers
or other approvals from sufficient lenders under each such amended, restated or refinanced credit
facility or other outstanding indebtedness, such that the Transactions will not cause, and will not
have the effect of causing, any change of control, put, call, acceleration, default, event of default,
termination event or other similar consequence under any such amended, restated or refinanced
credit facility or other outstanding indebtedness; provided, that the Company shall not be
required to make any payment in connection with securing such consents or waivers unless
Parent agrees to make any such payment on behalf of the Company.

Section 5.15 Corporate Offices. The Surviving Corporation shall cause to maintain the
Company’s and DP&L’s operating headquarters in the Dayton, Ohio area for a period of at least
two (2) years following the Merger (unless required to relocate such headquarters as a result of a
decision issued by the PUCO or other Governmental Entity).

Section 5.16 Corporate Name. The Surviving Corporation shall (i} cause DP&L to
maintain the name “The Dayton Power and Light Company” and (ii) cause DP&L to maintain
local decision-making authority in each case for a period of at least two (2) years following the
Merger (unless required to change any such name as a result of a decision issued by the PUCO or
other Governmental Entity).

Section 5.17 Corporate Contributions. After the Effective Time and for a period of two
(2) years thereafter, the Surviving Corporation shall cause DP&L to provide corporate
contributions and community support in the Dayton, Ohio area at levels substantially consistent
with the levels of charitable contributions and community support provided by the Company and
its Subsidiaries in such region as set forth in the Company’s budget for 2011, the amount of
which has been previously disclosed to Parent.

Section 5.18 Parent and Merger Sub Additional Agreements.
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(a)  Without the prior consent of the Company (which shall not be
unreasonably withheld, conditioned or delayed), Parent and Merger Sub shall not, and shall not
permit their respective Subsidiaries to, enter into or amend any contract, or take any other action,
if such contract, amendment of a contract or action would reasonably be expected to prevent or
materially impede, interfere with, hinder or delay the consummation of the Merger or the
Transactions.

{b)  Parent hereby guarantees the due, prompt and faithful payment,
performance and discharge by Merger Sub of, and the compliance by Merger Sub with, all of the
covenants, agreements, obligations and undertakings of Merger Sub under this Agreement in
accordance with the terms of this Agreement, and covenants and agrees to take all actions
necessary or advisable to ensure such payment, performance and discharge by Merger Sub
hereunder. Parent shall or shall cause its Subsidiaries to, promptly following execution of this
Agreement, approve and adopt this Agreement in its capacity as sole shareholder of Merger Sub
and deliver to the Company evidence of its vote or action by written consent approving and
adopting this Agreement in accordance with applicable Law and the articles of incorporation and
code of regulations of Merger Sub.

ARTICLE VI
CONDITIONS TO THE MERGER

Section 6.1  Conditions to Each Party’s Obligation to Effect the Merger. The
respective obligations of each party to effect the Merger shall be subject to the fulfillment (or

waiver by all parties) at or prior to the Effective Time of the following conditions:
(a)  The Company Shareholder Approval shall have been obtained.

{b)  No (i) temporary restraining order or preliminary or permanent injunction
or other order by any Federal or state court or other tribunal of competent jurisdiction preventing
consummation of the Merger or (ii) applicable Federal or state law prohibiting consummation of
the Merger (collectively, “Restraints”) shall be in effect.

(c) The FERC Approval and an order of the PUCO approving, or determining
that no approval is required, shall have been obtained, the expiration of the waiting period
required under the HSR Act shall have occurred (all such permits, approvals, filings and consents
and the lapse of such waiting period being referred to as the “Requisite Regulatory Approvals”),
and all such Requisite Regulatory Approvals shall be in full force and effect.

Section 6.2  Conditions to Qbligation of the Company to Effect the Merger. The
obligation of the Company to effect the Merger is further subject to the fulfillment of, or the

waiver by the Company on or prior to the Effective Time of, the following conditions:

(a) The representations and warranties of Parent and Merger Sub set forth
herein shall be true and correct both when made and at and as of the Effective Time, as if made
at and as of such time (except to the extent expressly made as of an earlier date, in which case as
of such date), except where the failure of such representations and warranties to be so true and
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correct (without giving effect to any limitation as to “materiality” or “Parent Material Adverse
Effect” set forth therein) does not have, and would not reasonably be expected to have,
individually or in the aggregate, a Parent Material Adverse Effect.

(b)  Each of Parent and Merger Sub shall have in all material respects
performed all obligations and complied with all covenants required by this Agreement to be
performed or complied with by it prior to the Effective Time.

(c)  Parent shall have delivered to the Company a certificate, dated the Closing
Date and signed by its Chief Executive Officer or Chief Financial Officer, certifying to the effect
that the conditions set forth in Sections 6.2(a) and 6.2(b) have been satisfied.

Section 6.3  Conditions to Obligation of Parent to Effect the Merger. The obligation of
Parent and Merger Sub to effect the Merger is further subject to the fulfillment of, or the waiver

by the Parent on or prior to the Initial Date or Effective Time (as the case may be) of, the
following conditions:

(a) The representations and warranties of the Company set forth: herein
(i) with respect to Section 3.2(a), Section 3.3(a), Section 3.23 and Section 3.24 shall be true and
correct both when made and at and as of the Initial Date, as if made at and as of such time
(except to the extent expressly made as of an earlier date, in which case as of such date), in all
respects (except in the case of Section 3.2(a) for such inaccuracies as are de minimis in the
aggregate) and (i1) with respect to all other representations and warranties shall be true and
correct both when made and at and as of the Initial Date, as if made at and as of such time
(except to the extent expressly made as of an earlier date, in which case as of such date), except
in the case of clause (ii) where the failure of such representations and warranties to be so true and
correct (without giving effect to any limitation as to “materiality” or “Company Material
Adverse Effect” set forth therein) does not have, and would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect.

(b) The Company shall have in all material respects performed all obligations
and complied with all covenants required by this Agreement to be performed or complied with
by it prior to the Effective Time.

(c) A Company Material Adverse Effect shall not have occurred, since the
date hereof to the Initial Date.

(d)  The Company shall have delivered to Parent a certificate, dated the
Closing Date and signed by its Chief Executive Officer or Chief Financial Officer, certifying to
the effect that the conditions set forth in Sections 6.3(a), 6.3(b), and 6.3(c) have been satisfied.

(e) (i) the Company Approvals and the Parent Approvals shall have been
obtained (including, in each case, the expiration or termination of the waiting periods (and any
extensions thereof) under the HSR Act applicable to the Transactions, including the Merger) at
or prior to the Effective Time, and such approvals shall have become Final Orders and (ii) such
Final Orders of the FERC, the FTC, the DOJ or the PUCO shall not impose terms or conditions
that would individually or in the aggregate reasonably be expected to have, (x) for the Company,
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a Company Material Adverse Effect or, (y) for Parent, a material adverse effect on the business,
financial condition, assets, liabilities, operations or results of operations of Parent and its
Subsidiaries, taken as a whole, after giving effect to the Merger and the terms and conditions of
the Company Approvals and the Parent Approvals (provided that for the purpose of determining
whether a potential adverse effect on the Parent and its Subsidiaries would constitute a material
adverse effect for the purposes of this Section 6.3, Parent and its Subsidiaries, taken as a whole,
shall be deemed to be a consolidated group of entities of the size and scale of a hypothetical
company that is 100% of the size and scale of the Company, together with each of its
Subsidiaries, taken as a whole). “Final Order” means action by the relevant Governmental Entity
that has not been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to
which any waiting period prescribed by Law before the Transactions may be consummated (a
“Final Order Waiting Period”) has expired and as to which all conditions to the consummation of
the Transactions prescribed by Law, regulation or order required to be satisfied at or prior to the
Effective Time have been satisfied.

Section 6.4  Frustration of Closing Conditions. Neither the Company nor Parent may
rely, as a basis either for not consummating the Transactions, including the Merger, or
terminating this Agreement and abandoning the Transactions, including the Merger, on the
failure of any condition set forth in Section(s) 6.1, 6.2 or 6.3, as the case may be, to be satisfied if
such failure was caused by such party’s material breach of any material provision of this
Agreement or failure to use its reasonable best efforts to consummate the Transactions, including
the Merger, as required by and subject to Section 5.6. '

ARTICLE VII

TERMINATION

Section 7.1  Termination or Abandonment. Notwithstanding anything in this
Agreement to the contrary, this Agreement may be terminated and abandoned at any time prior
to the Effective Time, whether before or after any approval of the matters presented m
connection with the Merger by the shareholders of the Company:

(a) by the mutual written consent of the Company and Parent;

(b) by either Parent or the Company if the Merger shall not have been
consummated on or prior to the twelve (12) month anniversary of the date hereof (the “End
Date”), provided, however, that if all of the conditions to Closing shall have been satisfied or
shall be then capable of being satisfied (other than the conditions set forth in Section 6.1(b) and
Section 6.3(e)), the End Date may be extended by Parent or the Company from time to time by
written notice to the other party up to a date not beyond an additional three (3) months after the
original End Date, the latest of any of which dates shall thereafter be deemed to be the End Date;
and if the End Date (as it may be extended pursuant to this Section 7.1(b) shall occur during any
Final Order Waiting Period, the End Date shall be extended until the twentieth (20™) business
day after the expiration of such Final Order Waiting Period); provided, further, that the right to
terminate this Agreement pursuant to this Section 7.1(b) shall not be available to a party if the
failure of the Closing to occur by such date shall be due to the failure of such party to perform or
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comply in all material respects with the covenants and agreements of such party set forth in this
Agreement, which in the case of Parent, shall include any Contrary Action by Parent or any of its
Subsidiarnies;

() by either the Company or Parent if any Restraint having any of the effects
set forth in Section 6.1(b) shall be in effect and shall have become final and nonappealable;
provided, that the party seeking to terminate this Agreement pursuant to this Section 7.1{c} shall
have used its reasonable best efforts to prevent the entry of and to remove such Restraint;

(d) by either the Company or Parent if the Company Shareholders’ Meeting
(including any adjournments or postponements thereof) shall have concluded and the Company
Shareholder Approval contemplated by this Agreement shall not have been obtained; provided,
however, that the right to terminate under this Section 7.1(d) shall not be available to the
Company where the failure to obtain the Company Shareholder Approval shall have been caused
by or related to the Company’s material breach of this Agreement;

(e) by the Company, if Parent shall have breached or failed to perform in any
material respect any of its representations, warranties, covenants or other agreements contained
in this Agreement, which breach or failure to perform (i) would result in a failure of a condition
set forth in Section 6.1 or Section 6.2 and (ii) is not cured within thirty (30) days of receipt of the
written notice contemplated by the proviso below in this Section 7.1(¢) or cannot be cured by the
End Date, provided, that the Company shall have given Parent written notice, delivered at least
thirty (30) days prior to such termination {but no later than the expected Closing Date), stating
the Company’s intention to terminate this Agreement pursuant to this Section 7.1(e} and the
basis for such termination;

(f) by Parent, if the Company shall have breached or failed to perform in any
material respect any of its representations, warranties, covenants or other agreements contained
m this Agreement, which breach or failure to perform (i) would result in a failure of a condition
set forth in Section 6.1 or Section 6.3 and (ii) is not cured within thirty (30) days of receipt of the
written notice contemplated by the proviso below in this Section 7.1(f) or cannot be cured by the
End Date, provided, that Parent shall have given the Company written notice, delivered at least
thirty (30) days prior to such termination (but no later than the expected Closing Date), stating
Parent’s intention to terminate this Agreement pursuant to this Section 7.1(f) and the basis for
such termination;

(g by Parent, in the event that the Company or any of its Subsidiaries or their
respective directors or officers shall have breached in any material respect adverse to Parent any
of their respective obligations under Section 5.3;

(h) by the Company, at any time prior to obtaining the Company. Sharcholder
Approval, in order to enter into a written definitive agreement for a Company Superior Offer, if
the Company has complied with its obligations under Section 5.3(c); provided, however, that any
such purported termination by the Company pursuant to this Section 7.1(h) shall be void and of
no force or effect unless the Company pays to Parent the Company Termination Fee in
accordance with Section 7.2; and
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(i) by Parent, if there has been a Company Change of Recommendation.

In the event of termination of this Agreement pursuant to this Section 7.1, this
Agrecment shall terminate (except for the provisions of Sections 5.13(b), 7.2, 8.2, 8.4, 8.5 and
8.6), and there shall be no other liability on the part of the Company or Parent to the other except
under such provisions, or for liability arising out of fraud or intentional or material breach of this
Agreement or as provided for in the Confidentiality Agreement, in which case the aggrieved
party shall be entitled to all rights and remedies available at law or in equity.

Section 7.2  Effect of Termination.

(a) Parent and the Company agree that (i) if this Agreement is terminated by
(A) Parent pursuant to Section 7.1(g) or Section 7.1(i} or (B) the Company pursuant to Section
7.1(h) or (ii) (A) if this Agreement is terminated by Parent pursuant to Section 7.1(f) and the
breach or other circumstance giving rise to such termination was willful, or by the Company or
Parent pursuant to Section 7.1(b) or Section 7.1(d), (B) prior to any such termination, any person
(other than Parent or its affiliates) shall have made a Company Acquisition Proposal which shall
have been publicly announced or disclosed (or any person shall have publicly announced a bona
fide intention, whether or not conditional, to make a Company Acquisition Proposal) and (C)
within twelve (12) months after such termination of this Agreement, the Company shall have
entered into an agreement to consummate, or shall have consummated, a Company Acquisition
Transaction, then the Company shall pay to Parent the Company Termination Fee. Any
Company Termination Fee shall be paid to Parent by the Company in immediately available
funds (x) upon termination of this Agreement in the case of a termination pursuant to clause (i)(B)
above, (y) within five (5) business days after termination in the case of a termination pursuant to
clause (1)(A) above and (z) upon the execution of or entrance into a definitive agreement with
respect to a Company Acquisition Transaction in the case of a termination pursuant to clause (ii)
above.

(b)  Asused in this Agreement, “Company Termination Fee” shall mean
$106,000,000; provided, however, that (i) if this Agreement is terminated by the Company
pursuant to Section 7.1(h) in connection with the execution by the Company of a written
definitive agreement for a Company Superior Offer with an Excluded Party, the “Company
Termination Fee” shall mean $53,000,000. “Excluded Party” means a person from whom the
Company received during the period commencing on the date of this Agreement and ending at
11:59 p.m., New York time, on the thirtieth (30%) day following the date of this Agreement (the
“Initial Period™), an unsolicited written Company Acquisition Proposal that the Board of
Directors of the Company concluded in good faith during the 48-hour period commencing upon
the expiration of the Initial Period, after consultation with its financial and outside legal counsel,
constitutes or could reasonably lead to a Company Superior Proposal and promptly provides
written notification to Parent of the same; provided that a person that is an Excluded Party shall
cease to be an Excluded Party upon the earliest of: (A) 11:59 p.m. on the date that is fifteen (15)
days after the expiration of the Initial Period; (B) the withdrawal, termination or expiration of
such Company Acquisition Proposal; or (C) the time as of which such Company Acquisition
Proposal, as determined by the Board of Directors of the Company in its sole discretion, no
longer constitutes, or could not reasonably lead to a Company Superior Offer.
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(¢}  Upon payment of the Company Termination Fee in accordance with this
Section 7.2, the Company shall have no further liability to the Parent or its shareholders with
respect to this Agreement or the Transactions; provided, that nothing herein shall release any
party from liability for intentional breach or fraud. The parties acknowledge and agree that in no
event shall the Company be required to pay the Company Termination Fee on more than one
occasion.

ARTICLE VIII

MISCELLANEOUS

Section 8.1  Survival. The parties agree that the terms of the Confidentiality
Agreement shall survive any termination of this Agreement pursuant to Article VII and, in the
event of the termination of this Agreement pursuant to Article VIL all references to “the date
hereof” in the Confidentiality Agreement shall be deemed to be the date of such termination.
None of the representations, warranties, covenants and agreements in this Agreement or in any
certificate, document or instrument delivered pursuant to this Agreement shall survive the
Effective Time, except for covenants and agreements which contemplate performance after the
Effective Time or otherwise expressly by their terms survive the Effective Time.

Section 8.2  Expenses. Whether or not the Merger is consummated, all costs and
expenses incurred in connection with the Merger, this Agreement and the Transactions shall be
paid by the party incurring or required to incur such expenses.

Section 8.3  Counterparts; Effectiveness. This Agreement may be executed in two or
more counterparts (including by facsimile), each of which shall be an original, with the same
effect as if the signatures thereto and hereto were upon the same instrument, and shall become
effective when one or more counterparts have been signed by each of the parties and delivered
(by telecopy or otherwise) to the other parties.

Section 8.4  Governing Law. This Agreement shall be governed by and construed in
accordance with (a) the Laws of the State of Ohio with respect to matters, issues and questions
relating to the Merger or the duties of the Board of Directors of the Company or Merger Sub,

(b) the Laws of the State of Delaware with respect to matters, issues and questions relating to the
fiduciary duties of the Board of Directors of Parent and {(c) the Laws of the State of New York
with respect to all other matters, issues and questions, without giving effect to any choice or
conflict of law provision or rule (whether of the State of New York or any other jurisdiction) that
would cause the application of the Laws of any jurisdiction other than the State of New York.

Section 8.5  Jurisdiction; Specific Enforcement.

(a) The parties agree that irreparable damage would occur in the event that
any of the provisions of this Agreement were not performed, or were threatened to be not
performed, in accordance with their specific terms or were otherwise breached. It is accordingly
agreed that, in addition to any other remedy that may be available to it, including monetary
damages, each of the parties shall be entitled to an injunction or injunctions to prevent breaches
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of this Agreement and to enforce specifically the terms and provisions of this Agreement
exclusively in the Federal court located in the Borough of Manhattan in the City of New York.
Without limitation of the foregoing and notwithstanding anything in this Agreement to the
contrary, the parties hereby further acknowledge and agree that prior to the Closing, in addition
to any other remedy that may be available to it, including monetary damages, Parent shall be
entitled to specific performance to enforce specifically the terms and provisions of, ‘and to
prevent or cure breaches of, Section 5.6 and the Company shall be entitled to specific
performance, (i) to enforce specifically the terms and provisions of, and to prevent or cure
breaches of, Section 5.6, and (ii) if (a) all conditions in Section 6.1 and Section 6.3 (other than
those conditions that by their nature are to be satisfied at the Closing) have been satisfied and
(b) Parent and Merger Sub fail to complete the Closing by the Closing Date, to cause Parent
and/or Merger Sub to prevent or cure breaches of this Agreement by Parent or Merger Sub
and/or to enforce specifically the terms and provisions of this Agreement, including to cause
Parent and/or Merger Sub to consummate the transactions contemplated hereby, including to
effect the Closing in accordance with Section 1.2, on the terms and subject to the conditions in
this Agreement. Notwithstanding the foregoing, the Company hereby agrees that it has shall
have no right of recovery against, and no liability shall attach to (including, in each case, with
respect to any actual or claimed loss of damages of any kind of the Company, its subsidiaries,
affiliates, representatives, stockholders or any other person claiming by, through or for the
benefit of the Company) any person or entity (including any financing sources) other than the
Parent, whether by or through attempted piercing of the corporate veil, or by or through a claim
by or on behalf of the Parent, by the enforcement of any assessment or by any legal or equitable
proceeding, by virtue of any applicable Law, or through a claim based in tort, contract, statute or
otherwise. The parties further agree that no party to this Agreement shall be required to obtain,
furnish or post any bond or similar instrument in connection with or as a condition to obtaining
any remedy referred to in this Section 8.5 and each party waives any objection to the imposition
of such relief or any right it may have to require the obtaining, furnishing or posting of any such
bond or similar instrument. In addition, each of the parties hereto irrevocably agrees that any
legal action or proceeding with respect to this Agreement and the rights and obligations arising
hereunder, or for recognition and enforcement of any judgment in respect of this Agreement and
the rights and obligations arising hereunder brought by the other party hereto or its successors or
assigns, shall be brought and determined exclusively in the Federal court located in the Borough
of Manhattan in the City of New York. Each of the parties hereto hereby irrevocably submits
with regard to any such action or proceeding for itself and in respect of its property, generally
and unconditionally, to the personal jurisdiction of the aforesaid court and agrees that it will not
bring any action relating to this Agreement or any of the Transactions in any court other than the
aforesaid court. Each of the parties hereto hereby irrevocably waives, and agrees not to assert,
by way of motion, as a defense, counterclaim or otherwise, in any action or proceeding with
respect to this Agreement, (a) any claim that it is not personally subject to the jurisdiction of the
above named court for any reason other than the failure to serve in accordance with this Section
8.5, (b) any claim that it or its property is exempt or immune from jurisdiction of such court or
from any legal process commenced in such court (whether through service of notice, attachment
prior to judgment, attachment in aid of execution of judgment, execution of judgment or
otherwise) and (c) to the fullest extent permitted by the applicable Laws, any claim that (i) the
suit, action or proceeding in such court is brought in an inconvenient forum, (ii) the venue of
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such suit, action or proceeding is improper or (iii) this Agreement, or the subject maiter hereof,
may not be enforced in or by such court. '

(b)  Notwithstanding the foregoing, each of the parties hereto agrees that it will
not bring or support any action, cause of action, claim, cross-claim or third-party claim of any
kind, whether in law or in equity, whether in contract or in tort or otherwise, against any
financing sources in any way relating to this Agreement or any of the transactions contemplated
by this Agreement, including but not limited to any dispute arising out of or relating in any way
to any debt financing commitments related hereto in any forum other than the Supreme Court of
the State of New York, County of New York or, if under applicable Law exclusive jurisdiction is
vested in the Federal courts, the Federal courts located in the Borough of Manhattan in the City
of New York.

Section 8.6 ~ WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY (INCLUDING ANY LEGAL PROCEEDING
INVOLVING ANY FINANCING SOURCES).

Section 8.7  Notices. Any notice required to be given hereunder shall be sufficient if in
writing, and sent by facsimile transmission (provided, that any notice received by facsimile
transmission or otherwise at the addressee’s location on any non-business day or any business
day after 5:00 p.m. (addressee’s local time) shall be deemed to have been received at 9:00 a.m.
(addressee’s local time) on the next business day), by reliable overnight delivery service (with
proof of service) or hand delivery, addressed as follows:

To the Company:

DPL Inc.

1065 Woodman Drive

Dayton, Ohio 45432

Facsimile: (937) 259-7386

Attention: Frederick J. Boyle,
Senior Vice President and Chief Financial Officer
Arthur G. Meyer
Senior Vice President and General Counsel

with copies to:

Cadwalader, Wickersham & Taft LLP

One World Financial Center

New York, NY 10281

Facsimile: (212) 504-6666

Attention: Dennis J. Block, Esq.
William P. Mills, Esq.
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To Parent or Merger Sub:

The AES Corporation

4300 Wilson Boulevard

Arlington, Virginia 22203

Facsimile: (703) 528-4510 _

Attention: Brian A, Miller, Executive Vice President
General Counsel and Corporate Secretary

with copies to:

Skadden, Arps, Slate, Meagher & Flom LLP
1440 New York Avenue, N.W,

Washington, D.C. 20005

Facsimile: (202) 661-8238

Atiention: Pankaj K. Sinha, Esq.

or to such other address as any party shall specify by written notice so given, and such notice
shall be deemed to have been delivered as of the date so telecommunicated or personally
delivered. Any party to this Agreement may notify any other party of any changes to the address
or any of the other details specified in this paragraph; provided, however, that such notification
shall only be effective on the date specified in such notice or five (5) business days‘after the
notice is given, whichever is later. Rejection or other refusal to accept or the inability to deliver
because of changed address of which no notice was given shall be deemed to be receipt of the
notice as of the date of such rejection, refusal or inability to deliver.

Section 8.8  Disclosure Schedules. The parties hereto agree that any reference in a
particular Section of either the Company Disclosure Schedule or the Parent Disclosure Schedule
shall be deemed to be an exception to (or, as applicable, a disclosure for purposes of) (i) the
representations and warranties (or covenants, as applicable) of the relevant party that are
contained in the corresponding Section of this Agreement and (ii) any other representations and
warranties of such party that is contained in this Agreement (regardless of the absence of an
express reference or cross-reference in a particular Section of this Agreement or a particular
Section of either the Company Disclosure Schedule or Parent Disclosure Schedule), but only if
the relevance of that reference as an exception to (or a disclosure for purposes of) such
representations and warranties would be reasonably apparent.

Section 8.9  Assignment; Binding Effect. Neither this Agreement nor any of the rights,
interests or obligations hereunder shall be assigned by any of the parties hereto without the prior
written consent of the other parties, except for assignments by Merger Sub to a wholly-owned
direct or indirect Subsidiary of Parent. Subject to the preceding sentence, this Agreement shall
be binding upon and shall inure to the benefit of the parties hereto and their respective successors
and assigns.
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Section 8.10 Severability. Any term or provision of this Agreement which is invalid or
unenforceable in any jurisdiction shall, as to that jurisdiction, be ineffective to the extent of such
invalidity or unenforceability without rendering invalid or unenforceable the remaining terms
and provisions of this Agreement in any other jurisdiction. If any provision of this Agreement is
so broad as to be unenforceable, such provision shall be interpreted to be only so broad as is
enforceable.

Section 8.11 Entire Agreement; No Third-Party Beneficiaries. This Agreement
(including the schedules hereto) and the Confidentiality Agreement constitute the entire

agreement, and supersede all other prior agreements and understandings, both written and oral,
between the parties, or any of them, with respect to the subject matter hereof and thereof. This
Agreement is not intended to and shall not confer upon any person other than the parties hereto
any rights or remedies hereunder except (i) as specifically provided in Section 5.9 and Section
5.13(b), (ii) that the Company shall have the right to pursue damages on behalf of its
shareholders in the event of Parent or Merger Sub's breach or wrongful termination of this
Agreement, which right is hereby acknowledged by Parent and Merger Sub and (iii) any
financing sources shall be direct and irrevocable third party beneficiaries of the agreements and
covenants contained in Section 8.5 and Section 8.6.

Section 8.12  Amendments; Waivers. At any time prior to the Effective Time, any
provision of this Agreement may be amended or waived if, and only if, such amendment or
waiver is in writing and signed, in the case of an amendment, by the Company, Parent and
Merger Sub or, in the case of a waiver, by the party against whom the waiver is to be effective;
provided, however, that after receipt of Company Shareholder Approval, if any such amendment
or waiver shall by applicable Law or in accordance with the rules and regulations of the NYSE
require further approval of the shareholders of the Company, the effectiveness of such
amendment or waiver shall be subject to the approval of the shareholders of the Company.
Notwithstanding the foregoing, no failure or delay by the Company or Parent in exercising any
right hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof
preclude any other or further exercise of any other right hereunder.

Section 8.13 Obligations of the Parent and of the Company. Whenever this Agreement
requires a Subsidiary of the Company to take any action, such requirement shall be deemed to
include an undertaking on the part of the Company to cause such Subsidiary to take such action
and, after the Effective Time, on the part of the Surviving Corporation to cause such Subsidiary
to take such action. Whenever this Agreement requires the Merger Sub to take any action, such
requirements shall be deemed to include an undertaking on the part of the Parent to cause the
Merger Sub to take such action.

Section 8.14 Headings. Headings of the Articles and Sections of this Agreement are for
convenience of the parties only and shall be given no substantive or interpretive effect
whatsoever. The table of contents to this Agreement is for reference purposes only and shall not
affect in any way the meaning or interpretation of this Agreement.

Section 8.15 Interpretation. When a reference is made in this Agreement to an Article
or Section, such reference shall be to an Article or Section of this Agreement unless otherwise
indicated. Whenever the words “include,” “includes” or “including” are used in this Agreement,
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they shall be deemed to be followed by the words “without limitation.” The words {‘hereof,”
“herein” and “hereunder” and words of similar import when used in this Agreement shall refer to
this Agreement as a whole and not to any particular provision of this Agreement. All terms
defined in this Agreement shall have the defined meanings when used in any certificate or other
document made or delivered pursuant thereto unless otherwise defined therein. The definitions
contained in this Agreement are applicable to the singular as well as the plural forms of such
terms and to the masculine as well as to the feminine and neuter genders of such term. Any
agreement, instrument or statute defined or referred to herein or in any agreement or instrument
that is referred to herein means such agreement, instrument or statute as from time to time
amended, modified or supplemented, including (in the case of agreements or instruments) by
waiver or consent and (in the case of statutes) by succession of comparable successor statutes
and references to all attachments thereto and instruments incorporated therein. Each of the
parties has participated in the drafting and negotiation of this Agreement. If an ambiguity or
question of intent or interpretation arises, this Agreement must be construed as if it is drafted by
all the parties, and no presumption or burden of proof shall arise favoring or disfavoring any
party by virtue of authorship of any of the provisions of this Agreement.

Section 8.16 Further Assurances. Each party will execute such further doguments and
instruments and take such further actions as may reasonably be requested by any other party in
order to consummate the Transaction in accordance with the terms hereof.

Section 8.17 Definitions. References in this Agreement to “Subsidiaries” of any party
shall mean any corporation, partnership, association, trust or other form of legal entity of which
(1) more than fifty percent (50%) of the voting power of the outstanding voting securities are on
the date hereof directly or indirectly owned by such party or (ii) such party or any Subsidiary of
such party is a general partner on the date hereof (excluding partnerships in which such party or
any Subsidiary of such party does not have a majority of the voting interests in such partmership).
References in this Agreement (except as specifically otherwise defined) to “affiliates” shall mean,
as to any person, any other person which, directly or indirectly, controls, or is controlled by, or is
under common control with, such person. As used in this definition, “control” (including, with
its correlative meanings, “controlled by” and “under common control with”) shall mean the
possession, directly or indirectly, of the power to direct or cause the direction of management or
policies of a person, whether through the ownership of securities or partnership or other
ownership interests, by contract or otherwise. References in this Agreement (except as
specifically otherwise defined) to “person™ shall mean an individual, a corporation, a partnership,
a limited liability company, an association, a trust or any other entity, group (as such term is used
in Section 13 of the Exchange Act) or organization, including a Governmental Entity, and any
permitted successors and assigns of such person. As used in this Agreement, “knowledge”
means (i} with respect to Parent, the actual knowledge of the persons listed in Section 8.17 of the
Parent Disclosure Schedule and (ii} with respect to the Company, the actual knowledge of the
persons listed in Section 8.17 of the Company Disclosure Schedule. As used in this Agreement,
“business day” shall mean any day other than a Saturday, Sunday or other day on which the
banks in New York are authorized by law or executive order to be closed. References in this
Agreement to specific laws or to specific provisions of laws shall include all rules and
regulations promulgated thereunder. Any statute defined or referred to herein or in any
agreement or instrument referred to herein shall mean such statute as from time to time amended,
modified or supplemented, including by succession of comparable successor statutes.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be dnly
executed and delivered as of the dale first above written.

“Lodis

Name Paul M. Barbad
Title: President and Chief Executive Officer

THE AES CORPORATION

By:

Name: Edward Hali, 111
Title: Executive Vice Pregident

DOLPHIN SUB, INC.

' Name: Edward Hsll, IIT
Title: President

[Signature Page 1o Merger Agreement)



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed and delivered as of the date first above written.

DPL INC.

By:

" Name: Paul M. Barbas |
Title: President and Chief Executive Officer

. T

Name: Edward Hall, I ’
Title: Executive Vice President

Title: President

[Signature Page to Merger Agreement]
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THE AES CORPORATION

We are a global power company with generationand
distribution businesses, providing electricity from a mix of
thermal and renewable fuels. Our ability to bring affordable
and sustainable energy to homes, businesses, schoolsand |
communities throughout 28 countries is made possible by the
29,000 people at AES, each of whom commit to putting safety
first. Together we strive to deliver operational excellence while
meeting the world’s growing need for power.

Megawatts by Fuel Type Megawatts by Geography

Oil 2% piesel 3% Africa 3%

Natural Gas Renewables Latin America

North America TGS ."‘ L0

Coal Europe, Middle East & Asia

AES Global Business Porstfolio

29 countries/5 continents:  AES Operations breadth
29,000:  AES global workforce
14:  AES regulated utilities
40,498 MW: Total AES generation capacity in operation
79,000 Gwh:  Electricity sold to AES customers




Proportional Free Cash Flow
Dotlars in millions

51344

$893

l 2009 2010

CHAIRMAN AND CEQ LETTERTO
AES SHAREHOLDERS

2010 was a strong year for AES. We met our financial goals, strengthened
our operations, and grew our business by completing a significant portion
of our construction portfolio and successfully integrating several acquisi-
tions. Importantly, we accomplished these goals in a challenging economic
environment while also exercising greater discipline in our allocation of
capital than ever before. Recognizing that our stock has been undervalued
for a lengthy period white we have been investing in the future by building
new power plants, we launched a stock repurchase program. This year, we
bought back 8.4 million shares for about $100 million. We also retired nearly
%1 billion in corporate debt and invested nearly $1 billion in new growth
opportunities. We were able to accomplish this as a result of the collective
efforts of the 29,000 people at AES, including plant operators, technicians,
and support tearms who make our business of electricity generation and
distribution possible.

Financial Results

We are pteased to report that we met or exceeded our financial targets,
earning $0.94 of Adjusted Earnings Per Share', which was at the high end
of our guidance range. Our Proportional Free Cash Flow® of $1.3 billion
also exceeded guidance by approximatety 5200 million.

Our improved financial results were fueled by strong demand growth in
several key markets in which we operate. Our businesses in Latin America
experienced increased demand as a result of the continued regional
economic recovery, particularly in Brazil and Chile. In addition, the opera-
tional enhancements we made to our newly acquired generation business
in the Philippines allowed us to satisfy higher demand there as well.

Building on the progress we made in 2009, we further strengthened our
balance sheet this year, increasing our flexibitity to deploy capital in vaiue
accretive ways. In addition to paying down nearly 51 billion of parent
debt, we refinanced our $750 million revolving credit facility, extending
its maturity by five years. As a result of our improved liquidity and financial
stability, Standard & Poor’s upgraded our debt.

As an indication of our ability to maximize returns on our assets, in 2010 we
completed the sale of our businesses in Oman, Pakistan and Qatar. These
projects were sold at prices that enabled us to earn higher returns on our
capital than our future outlook there. The proceeds of these sales provided us
additional capital that enabted us to launch a steck buyback program mid-year
during a period of U.S. market volatility. ‘

' see Financial Notes on page 5 for definition and reconcifiation.



Operating Results

This year, we atso demonstrated our strong operational capabilities, as improvements at individual plants and across
businesses translated into financial results.

One of our strengths is our ability to acquire plants and quickly imptement operating improvements 1o enhance
power output, improve efficiencies, and generate greater financial returns. Our Masinloc ptant in the Philippines is a
good example. Over the past few years, Andy Horrocks and his team increased generating capacity from 450 MW to
630 MW, improved availability by 13% and reduced the outage rate by 40%. These improvements contributed to an
additional $0.12 of Adjusted EPS? and helped drive an increase of $99 million of incremental Operating Cash Flow

in 20710 compared to the prior year. We had similar accomplishments at our TEG/TEP business in Mexico led by Pete
Convery and his team. Since acquiring this business in 2007, we reduced operating costs by 27%, improved avail-
ability by 20%, and reduced the outage rate by 70%.

The power industry in North America experienced volatile commodity market conditions in 2010. Continued declines
in natural gas prices impacted our merchant solid fuel-fired plants. As a result, these ptants are projected to become

a drag on earnings going forward and we are therefore pursuing several alternatives including financial re-organizations,
sales, or asset retirements.

Construction

Last year also demonstrated our strength in bringing new capacity on-line from our construction pipeline. During
2010, we brought 777 MW of new capacity on-line, including 422 MW of thermal, 311 MW of wind, and 44 MW

of hydro projects. In addition, eartier this year, we were able to fully restart construction at Campiche, our 270 MW
coal-fired project in Chite, when the Supreme Court of Chile upheld the validity of cur construction permits there,
eliminating the possibility of further appeals.

The year was not without its setbacks, however. Our 670 MW Maritza coal-fired power plant in Bulgaria, which
continued to suffer from construction and commissioning delays, did not meet its revised target for achieving
commercial cperations. We will continue efforts in 2011 to seek a resolution and mitigation of the impacts of
these delays by completing commissioning as soon as possible.

Safety

Safety is our most important value at AES. Although our safety metrics have been acceptable, we always strive for
greater improvement. In 2010, we continued a major global safety initiative across our businesses and would like to
share with you some of its early successes. By emphasizing proactive measures, we have made steady and tangible
progress. Some of these measures include conducting training, learning from near misses, and taking more safety
walks, which allow us to observe best practices and identify areas of improvement. Through these efforts, accident
rates resulting in lost time among AES people declined by 8% from 2009 levels. Additionally, at construction
projects, where we placed a renewed, hands-on approach to safety measures, the rate of accidents resulting in lost
time declined by 49% compared to the previous year. While we still have more to do in order to improve our overall
safety performance, we are encouraged by our efforts to create a culture in which everyone makes safety their first
consideration.

¢ See Financial Notes on page 5 for definition and reconciliation.



Development

Investing in new power generating capacity is a critical part of our business maodel. As we discussed with you
throughout the year, we look at new investment as just one of the many ways in which we can deploy capital.
These investments must compete with other uses of capital, such as paying down debt and buying back stock
at attractive prices.

As we highlighted last year, a key element of AES’ success is our ability to develop a pipeline of attractive investment
opportunities, narrow them to those with the best projected returns and then execute effectively. These projects,
whether they are developed by us or acquired, require significant capital.

To provide the needed capital in 2010, we completed China Investment Corporation’s (CIC} $1.5B billion equity
investment in AES. As a result, we were able to fund new investments in solar and wind, as welt as acquire a 1,246
MW power plant in Northern Ireland, In addition to providing the needed capital, CIC is a valued partner enabling
us to co-invest in projects around the world.

With new capital available, we achieved significant development milestones in 2010, which we are confident will
generate significant shareholder value. AES takes the lead in these projects, but often teams with a partner to
enhance our returns and to diversify our risk profile. For example, in February of 2011, we entered into an agreement
to sell 49% of our 1,200 MW Mong Duong coal-fired development project in Vietnam to POSCO Power Corporation
and CIC. Their investment in this project will not only enhance AES’ equity returns, but will also free up our capital
to allocate it to other areas. This is an example of our ability to attract the interest and support of partners with vast
experience in the rnarkets in which we operate.

Blueprint for 2011 and Beyond

In 2011 and beyond, we will continue to build on the many accomplishments we achieved this past year, such as
meeting financial targets, executing operational improvements, making progress on our critical safety goals, and
reaching commercial operations with new projects. We also found ways to reduce our costs through global sourcing
and streamtining our financial operations worldwide. Nonetheless, we did not provide an adequate return to our
shareholders, underperforming against the Standard & Poor’s 500 benchmark against which we measure ourselves.

improving our performance and increasing shareholder value will be an even greater focus for us in the year ahead.
To that end, we continued to strengthen the alignment of our executive compensation structure with the interests
of our shareholders by ensuring that the awards used in our long-term compensation program are 100% equity-
based. We also implemented new share ownership guidelines for executive mangement. |

Another important component to building value for our shareholders has been to shift to a more focused approach
to making new investments. There are a number of very attractive markets around the globe today, but we will be
concentrating our efforts on those markets where we see the greatest long-term value creation potential for AES.
We believe that this will also reduce some of the complexity in our portfolio.



Looking forward, we see the greatest opportunity for AES in some markets where we already have a rfnajor footprint,
including Brazil, Chile, and the U.S. There are also several markets where we are committed to achieving required
scale, including India, Turkey, Southeast Asia, and in renewables in Europe. Finally, we will selectively gauge our
ability to attain a long-term competitive position in certain other markets before making significant investment
commitments there.

We also see opportunities to drive growth in earnings by streamlining our corporate and regional support functions
over the next few years. The combination of our more focused geographic approach to growth with improved effi-
ciencies will be another meaningful driver of increasing shareholder value in the future.

Final Thoughts

2010 was a year of solid performance for AES, We exceeded our financial goals, made significant investments for the
future, and gave greater attention to our overall capital allocation and strategic focus. The return to shareholders was
disappointing, however, and we intend to do better, As we enter 2011 being well positioned to deliver results to you
and all of our other stakeholders, we thank you for your continued support.

VLo, a ot S Abirneatn

Phil Gdeen Paul Hanrahan
Chairman of the Board President and Chief Executive Officer
March 1, 2011 March 1, 201



Financial Notes: Non-GAAP Financial Measures Reconciliation {Unaudited)

Year Ended December 31,

{$ in millions, except per share amounts) 2010 2009
Reconciliation of Adjusted Earnings Per Share
Diluted EPS From Continuing Operations $ {(omm® § 106

Derivative Mark-to-Market (Gains)/Losses @) {0.01) 0.02

Currency Transaction (Gains)/Losses “ (0.04) (0.04)

Disposition/Acquisition (Gains)/Losses s (0.19)@

Impairment Losses 1.077 0.21@

Debt Retirement {Gains)/Losses 0.03¢ —
Adjusted Earnings Per Share ! $ 094 $ 106
Calculation of Maintenance Capital Expenditures for Free Cash Flow ' Reconciliation Below:

Maintenance Capital Expenditures, excluding environmental $ 726 $ 567

Environmentat Capital Expenditures 71 55

Growth Capital Expenditures 1,535 1,916
Total Capital Expenditures : $ 2,332 $ 2,538
Reconciliation of Proportional Qperating Cash Flow "

Consolidated Operating Cash Flow $ 3510 $ 2202

Less: Proportional Adjustment Factor 1,609 B/
Proportional Operating Cash Flow " $ 1901 $ 1,31
Reconciliation of Free Cash Flow (% |

Net Cash from Operating Activities $ 3,510 S 2,202

Less: Maintenance Capital Expenditures, excluding envirenmental 726 567

Less: Environmental Capital Expenditures 71 55
Free Cash Flow $ 2,713 $ 1,580
Reconciliation of Proportional Free Cash Flow (941

Proportional Net Cash from Operating Activities $ 1901 $ 133

Less: Proportional Maintenance Capital Expenditures 557 438
Proportional Free Cash Flow (0.1 $ 1,344 $ 893
Reconciliation of Proportional Gross Margin "

Consotidated Gross Margin $ 3,964 $ 3,433

Less: Proportional Adjustment Factor 1,671 1419
Proportional Gross Margin (" § 2,293 5 2,014

{1) Adjusted earnings per share (a non-GAAP financiai measure) is defined as diluted earnings per share from continuing operations excluding
gains or losses of the consclidated entity due to (a) mark-to-market amounts related to derivative transactions, (b} unrealized foreign
currency gains or losses, {¢) significant gains or losses due to dispositions and acquisitions of business interests, {d} significant losses due
toimpairments, and {e) costs due 1o the early retirernent of debt. The GAAP measure most comparable to Adjusted EPS is diluted earnings
per share from continuing operations. AES believes that adjusted earnings per share better reflects the underlying business performance
of the Company, and is considered in the Company’s internal evaluation of financial performance. Factors in this determination inctude the
variability due to mark-to-market gains or losses related to derivative transactions, currency gains or losses, losses due to impairments and
strategic decisions to dispose or acquire business interests or retire debt, which affect results in a given period or periods. Adjusted earnings
per share should not be construed as an alternative to earnings per share, which is determined in accordance with GAAP.



{2) For the year ended December 31, 2010 the Company reported a loss from continuing operations. For purposes of measuring loss per share
under GAAP, comman stock equivalents were excluded fram weighted average shares as their inclusion would be anti-dilutive. However,
for purposes of computing Adjusted EPS (a non- GAAP measure}, the Company has included the impact of dilutive common stock equiva-
lents as the inclusion of the defined adjustments result in income for Adjusted EPS. The inclusion of dilutive common stock equivalents
in the calculation of non-GAAP loss from continuing operations does not change the GAAP loss of $0.11 per share for the year ended
December 31, 2010,

{3) Derivative mark-ts-market {gains)/losses were net of income tax per share of $0.00 and $0.01 for the twelve months ended December 31,
2010 and 2009, respectively.

{4) Unrealized foreign currency transaction (gains)/losses were net of income tax per share of $0.00 and $0.01 in the twetve months ended
December 31, 2010 and 2009, respectively.

{5) The Company has not adjusted for the gain or the related tax effect from the sale of its indirect investment in CEMIG in its determination
of adjusted EPS because the gain was recognized by an equity method investee. The Company does not adjust for transactions of its equity
method investees in its determination of adjusted EPS.

{6) Amountincludes: Kazakhstan gain of $98 million, or $0.15 per share, related ta the termination of a management agreement as well as
again of $13 mitlion, or $0.02 per share, related to the reversal of a withhotding tax contingency. In addition, there was a gain on sale
associated with the shutdown of the Hefei plant in China of $14 million, or $0.02 per share. There were no taxes associated with any of
these transactions. :

{7} Amount primarity includes asset impairments at Eastern Energy of $827 million, Southland (Huntington Beach) of $200 million, Tisza of
$85 million, and Deepwater of $79 million ($537 million, ar $0.69 per share, $130 million, or $0.17 per share, 569 million, or $0.09 per
share, and $51 million, or $0.07 per share, net of income tax, respectively) and goadwill impairment at Deepwater of $18 miliion {or 50.02
per share, with nc income tax impact).

(8) Amount includes: Goodwill impairments at Kilroot of $118 mitlion, or $0.18 per share, and in the Ukraine of 54 million, ¢r $0.01 per share;
write-off of development project costs in Latin America and Asia of $19 million {511 million net of noncontrolling interests, or $0.01 per
share} and an impairment of $10 miltion, or $0.01 per share, of the Company’s investment in a compary developing "blue gas” (coal to gas)
technology. There was no income tax impact associated with any of these transactions.

{9) Amount includes loss on retirement of deb at the Parent Company of $15 miltion, at Andres of $10 million, and at Itabo of $8 million
(510 million, or S0.01 per share, net of income tax at the Parent Company, $0.01 per share at Andres, and $4 million, or $0.01 per share,
net of noncontrolling interest at Itabo).

(10) Free cash flow (a nan-GAAP financial measure) is defined as net cash from operating activities less maintenance capital expenditures
{including environmental capital expenditures). AES believes that free cash flow is a useful measure for evatuating our financial condition
because it represents the amount of cash provided by operations less maintenance capital expenditures as defined by our businesses, that
may be available for investing or for repaying debt,

—
P
—

o

AES is a halding company that derives its income and cash flows from the activities of its subsidiaries, some of which may not be wholly-
owned by the Company. Accordingty, the Company has presented certain financial metrics which are defined as Proportional (a non-GAAP
financial measure). Proportional metrics present the Company’s estimate of its share in the economics of the underlying metric. The
Companty believes that the Proportional metrics are useful to investors because they exclude the economic share in the metric presented
that is hetd by non-AES shareholders. For example, Operating Cash Flow is a GAAP metric which presents the Company's cash flow from
operations on a consolidated basis, including operating cash flow allocable to noncontrolling interests. Proportional Operating Cash Flow
removes the share of operating cash flow aliocable to noncontrolling interests and therefore may act as an aid in the valuation of the
Company. Proportional metrics are reconciled to the nearest GAAP measure. Certain assumptions have been made to éstimate our propor-
tional financial measures. These assumptions include: {i) the Company’s economic interest has been calculated based on a blended rate for
each consolidated business when such business represents multiple legal entities; (i) the Company's economic interest:may differ from the
percentage implied by the recorded net income or loss attributabte to noncontrolling interests or dividends paid during a given period; {iii)
the Company's economic interest for entities accounted for using the hypothetical tiquidation at book value method is 100%; (iv) individual
operating performance of the Campany’s equity method investments is not reflected and (v} alt intercompany amounts have beer excluded
as applicable.



EXHIBIT 3






Highlights

2010 2009 2008
Market value per share at December 31 $ 25.M $ 27.60 $ 22.84
Earnings (millions) $ 290.3 3 2291 $ 2445
Earnings per share of common stock — Basic: $ 2.51 3 2.03 $ 2.22
Earnings per share of common stock - Diluted: $ 2.50 $ 2.07 $ 212
Average shares outstanding (millions)
Basic 115.6 1129 110.2
Diluted 116.1 114.2 115.4
Net cash provided by operating activities (millions) $ 464.2 $ 524.7 $ 361.2
Leng term debt inciuding current portion {millions) $ 1,3241 $ 13241 § 15518
Interest expense {millions) $ 70.6 3 83.0 3 90.7
Construction additions (millions) $ 151 % 145 $ 228
Dividends pald per share $ 1.21 § 1.14 $ 1.10
System peak load - MW (calendar year) 2,909 2,809 3,027
Average retail price per kWh (calendar year) (cents/kWh) 10.04 9.01 8.13
DPL Generating Units Corporate Profile
DPL was narmed one of Forbes’ “100 Most Trustworthy
MICH G AN pewor - e ga:* Companies” for the second consecutive year in 2010.
' S < DPL's principal subsidiaries include The Dayton Power
; . é and Light Company (DP&L); DPL Erergy, LLC (DPLE); and
Tolega o Clevelang » DPL Energy Rescurces, Inc. (DPLFER). DP&L, a regulated
> electric utility, provides service to over 500,000 retail
w10 z customers in West Central Ohio; DPLE engages in the
w operation of merchant peaking generation facilities; and
Martpeler DPLER is a competitive retail electric supplier in Qhig,
< S g selling to major industrial and commercial customers.
z o Coumpus 2 DPL, through its subsidiaries, owns approximately
a ' - 3,800 megawatts of generaticn capacity, of which 2,800
: & megawaits are low cost coal-fired units and 1,000
o FO(}' N o'*’@ megawatts are natural gas and diesel peaking units.
ot o ! °‘_”g;'xmw Further information can be found at www.dplinc.com.
'Szz::" #Killen -
About the Cover Artist
- Gharleston Dayton artist Jammes Pate created the cover for this year's annua!
. Louisville _ Frarklart

KENTUCKY

WEST VIRGINIA

Natural Gas Peaking Generafion Units

® Wholly & Commonly Owned Coai-Fired Generating Plants

report. After reading the company's history and reviewing hundreds
of photographs, he bagan fo creale the coliage
that hightights important points in the history of
L Dayton Power and Light

A native of Cincinnal!, Pate aftended the
Schoai for the Creative and Performing Ants in

Cincinnati, and earned a scholarship to the Art
Academy of Cincinnatl. He has resided in Dayton since 1997,

Yo encourage students ¢ slay in school, Pate serves as an
educational art consuitant lo the Dayton Public Schools. His art
has baen exhibited in gallenes throughout the U.S., including the
Museurn of Science and Industry in Chicago and the National
Civil Rights Museurn in Memphis. Eariier this year, he was parl of a
group show called, "Made in America: An African-American Fine Art
Ferspective” in Sacramento,



Chairman’s Letter

Our decisions on the share
repurchase plan and the
dividend rate increase were a
result of the company's strong
financiat‘profile, solid

liquidity pasition, investment”
grade debt ra@ings across -
each of the major rating agen-
cies, as'well as the board's
confidence in the company’s

Powering the Miami Valley for 100 Years

In 2011 we're celebrating a century of service to our
customers in the Miami Valley. The company has

a long legacy of being dedicated to the betterment of -

the communities it serves. In this report you can

read about those who preceded us in building the

company for 100 years into what it is today. It is a story :
of forethought and hard work, as well as a focus on per- .
formance and customer service Teday; we work every

day lo live up to that legacy. . LT G,.em t Harder - future outlook. . .
in the 1923 DP&L Annual Report, then-president - '~~~ . . S R
Frank Tait said, “The Dayton Power and Light Company Jﬂl'lerna! Hecogmtlon of DPL R S
is an Ohio institution operating through- b T e

I Iarn pleased to report that DPL again received
_investment-grade credit ratings frpm the major rating
" services. (ratings current at tirfie-of printing). ’

DP&L out the southwestern part of Ohio, and
the greater part of its outstanding capital
stock is owned by Ohio people. Our

§ company, rather than being owned by » Fitch Ratings: A-, smble outiook 2s of Dctober 2010 o e e
afew individuals.-is ownerl by 2,565 "+ Moody's Investors Senvice: Baa, smueamwmmm s
shareholders, of which number only

42 own more than 100 shares each.” | »Standard & Poor's Cor. BB, lable outlo.o.k.‘af olthpan.lo FIES

“Today, there are 19,875 shareh cﬂdeés of DPL Inc. In August 2010, DPL was again named -9ne ﬂf- o

throughout the world. Approximately-one haf are - Forbes’*100 Most Trustworthy Companres for o
large, institutional shareholders and the other half are - the second congdgutive year. The company,avalues ’
indivigual investors. s mtegmy and trugmﬁrthlnesa are reflected in &tir

— _placement on the ?st The company's core vellf:les*ser\.fe~ ;

- a8 thefou.lnda Yor its long-term succiss.
: T %ﬂes Fortnightly ranked DPL;mc. as the™ L .
The region’s economy began to show signs Ghrecqseehslr o ,3.? smnergycqmpany in the country iff: ZOTO*fGﬁhegv e
in 2010 and our earnings per share also mdreaséa’ ] COHd*VBﬂ'“'“ a row. The Fortnightly annua’r ,'_?'"VEY" SR
during the year. In 2010 our diluted earnings werg -—l o= evqluates the’ pnancnal results of tha past }9 y@&s for: : ,‘_‘_

$2.50 per share, compared to $2.01; per share for the: . iu" 34 !_r_jg"ytlﬁnpanles S 2T e
same period in.2009. Earlier this year we reafflrme _J} T _ i | s wi toward the next 169 yeg d‘m%% s
g . o

Strong Performance and Plrofi!e‘ =
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2011 earnings guidance of $2.30 to.$2.55 per ';1 i_;v..' " 'Erp to-{hq DPL legacy. | see & dema g futurs: w;t‘h '
During thee latter part of 2010, DPL’s baard o SRV *#,‘. E %;:hangmg fe@ latory enwronmerﬁtf new tech bgv -

directors approved two Measures to return value td: gur J I angl a reccwer qg economy. | hav confidence lnt “Yf

sharehotders. In October, we announced a_,méw:ﬂ:i —3. @mpaﬁ“ﬁ’émmqyees and exec@we teém?raide}ye 13

year, $200 million stock repurchase plan. Ufider this ., - . ¥. - they-have.inour recent challengin times. "~ - 2

plan, DPL may repurchase its commaon stock Cuwd e v ‘hfour boaiﬁ of directors is ve‘rv proud-to. bﬂ L -_ u-}

from time to time in the open market througly private u asaomated WJth DPL andtobea Sl'ﬂ?“pan OfS\ ext

fransactions or otherwise, on such terms and; conditions To100 years We smcerely s?ppremate your continyged

as the company deems appropriate. Althougfrthe plar ‘; )Upporraﬂd Jn\?éstmenl in DPL S ,\:‘\

will run through the end of 2013, it may be modified ;
or terminated at any time without notice. Tcﬂédéle N
approximately 2 million shares have been regur hased L R
for $52 million, or an average price of $25.75 per share.
in December, we announced a 10% dividend;rate

increase to an annualized rate of $1.33 per share. Glenn E.Harder . | .
“This marks the sixth consecutive year that the company Chairman e _’;J;-r:;“l““‘
) has ihcreased thé' dividend rgte. Going forward, the - March 1, 011, - ¢ ::;:' "Z / T
boerd of direstors Wi | 6pntinué to"vauate the dividend . T R ‘"‘"\,_} X
" ainually, or more frecuidntly. S ] 4 i,)—' i
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2010: A Solid Year for DPL .
2011: 100 Years of DP&L

As we begin to celebrate our 100 year
anniversary as a company, the last -
few years have made us think back

to those who navigated the comparty ~

through the decades before us. In our
industry, there are some "timeless”
fundamentals that were as |mportant
to our region and our company in the
1930s as they are today. In 2011 and
beyond, these fundamental elemants
will continue to be areas of focus
and help support the future economic
growth of the Miami Valley:
* Safety
* Reliable Service : b
= Generation Performance
Continued Investmentin
*~Opr Business and Our Commiuniies

DPL continues to invest in the Miami

Vallﬁx_wnh our eyes on thefuture. For-_.

example, to pave the way for growth,
DP&L began building two new substa
tions in 2010. Substation technology
has evolved considerabiy over the pa$t
100 years. New confrofs and rAonitor-
ing equiptnent provide information on.
equipment healtn (temperaturés
volta"ges ‘status of breakers), ensure
voltq-ge stability and enable faster
service restoration. The evolution frorf‘l’J

electromechanical relays to digital &

relays provides additional system L

protection, contrel and, ultimately, "

improved reliability.

. DP&L recently invested $3.5
mrlhon dollars in a new electric b
subgtation to increase reliability and

L

£
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A decnswe /actor)mﬁg mlmarys "?
e deelaton wag BPgL"

to support business growth in Preble

County. The facilityis strategically

located near Silfex:-lhc.-to ensure

a constart flow of power; which ig -« ‘ )
critical 1o their oper;-mons This t@.cmty T
in Eaton, Ohio s, Ihé,J@Lgfestsnhcon

growing facullty iri the warld. And,

all of our cuémmers in Prebld County

will benafit from the new substatmn

when |t beglns operatrqqm the f:rst

quafter of Bg-ﬂ--f\dditrcr‘tan'ly, the $2

millién Caesar C*eeik.substatlon was

also built in 2010, sgrvingCaesar,. .

Creek, Clarksuilleiand the rural parts of ‘f

Clinton ard Warren countieg proyiding ‘
* enhanced reliability whilg supportmg

future growth :
) Avery important ecomomic - -

[N
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. engine for the Dayton region and Ohio

is Wright-Patterson Air Force Base

‘ ((VPAFB). We have been supporting

the base from its"beginnings. Baclg in

1915 QP&L mader,a Iarge mveﬁEg_ﬁ N
e power"?
ih”e

mstltunFns beg n ¥
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would be able to supply the base
with the needed electrical power.
McCook was later relocated to Wright
Field, which eventually became the
Wright-Patterson Air Force Base we
know today.

WPAFB is now the state’s largest,
single-site employer. During 2009
we entered into a contract 1o own,
operate and maintain the assets for

the distribution and transmission of -~

efectricity at WPAFB. After a one-
year transition, in March 2011, DP&L
assumed ownership of the electrical

assets at the base and now operatés,-., ¢ ¢

maintains and repairs the equipment.
We will be working a ong&nde WPAFB
ta understand their growth plans and
system requarernenfs to be able to .
support the base in fuffilling its many
critical missions. -

In the interest of strengthenlng-the '

level cf service to the cpmmun:trea we
serve, we revitalized angd expanded
our Community Arnt)assador program
last year. We now have, aemployee
’ ambassadors in the program
covering 37 local governments. f;_
‘ .These employees formally .represent
DP8L in the municipality in which

they live. The program provides the L

communities with a singie point of

Reliable Customer Service

Customer service, safety and reliabil- -
ity are the three primary concerns of
DP&L's Service Operations team.

in 2010, DP&L's operational perform-
ance once again exceeded all

Public Utilities Commission of 'O_hiov.‘ 7

Ll
e T

reliabliity standards. - T *',

solely t0 addressang the cornplex. .
needs of its busrness custormiers,”™
ﬁ_setect number of expenenceq_
representatwes received ad dmonal
tratnlng to provrde enhanced suppor{a
fgr this service. The compary also ’
purchased. an‘onnne energy referénce
library for Business custemers -
_that pr‘owdefs detailed information
- on how to reduce energy costs for
" avariety of industries. The Business
-"Savings‘Ltbrary is available on
/ wv(w .dpandl|.com.
v As a reflection of our- contlnurng =
Vo focus upon customer setvice, DP&L'S’
"Qﬁstorner satisfaction scores, as meas--
-ured by J.D. Power and Assaciates,
mcreaaed across our customer base
For business customers thegscore ©
rose nearly 30 pQIl‘llS. In the residential
custamer satisfaption study, DP&L was

o
}"r

contact wrth P&t and enhances Quf " ohe o'f' 15f 1nost improved brands” in

relatronshsps with local governments
The ambassadors attend council
"meetings. meet with-government and

~ community leaders on a regular basis

- . and often serve on community boards.
The employees have an inherent
mterest in helping the communities to
be successful, as it is where they tive
and ra&s_e their families.

the LS. Jn 2010

-

" Also last year, DP&LJaunched a < ",
new Business Call Center.dedicated"‘ i " )
" " Station we have been testing technolo-

{ “discounts, appllane'e reoyeiing, - S ,-11 '

Addresging Ohio’s Energy Goats:.

DPLis actively working to cofnply

", with @hio's energy \egislatiori‘ which.; .

requnes,that 12.5% of Ohio‘s energy

needs be generated by, renewable
resources by 2025 Tobe able to meet

this aggressive goar we are evaruat-

ing the viability of sdlar resources

. and alternative fuel sources, suchas -+
biomass. For example, at our Killen '

gieg for co* flnng blomass with coal.
Addmonally dunng the first
quarter of 201'(5‘%3 cémpléted .
construction Qj.OUT Yankee . Sofar o 1,‘
Array, which came anline at the end of ’ f_ h
March. It was the first solar. lnstaﬂatit:ﬁ
built by a utrl!iy in the state Th’e 1.1
megawatt array consists cf9’1 20,solar
panels coverrng ? acres in souttge{;n ; v
Montgomery @qunty Tt}? gﬂ'ay e ,: S
features a vrs:ttrr ] Iearnrng iosk that IS L
open daily for self -guided visits,
Another |mporl;ant compbnent of

' Ohio’s energy legislation calls for the

"requcnon of electncrty consumptren—--
by 22% by the end or__gozs Startmg
in 2009 and W@T_f};‘g PAL -
launched @i é’ﬁefr clbncy{swgrams
for business and resrdenttal‘customefs
o' help meet Ihls goal. Our |mt|al
calculations'show that these programs T
have saved enough ﬁnErWe—chéF

.24,000 homes fof a year. Tha energy
efficiency tnltlatlves i‘ncludﬂ hghtlng

n‘ U

HVAC rebates)and:caohng t'uhe- - R
ups,. as.weli as unlquebusrness and
government rebates _.,._‘.,_._)'f


http://wvwv.dpandl.com

Planning for Evolving Technology

Through our 100 years, DPL has
constantly scught improvement
through the use of technology. In the
1920s, DP&L's fleet helped make
automative history by serving as a
proving ground for the development
of "anti-knack™ Ethyl gasoline. DP&L
played an important role in helping
General Motors Research Labs
experiment with the new fuel. DP&L’s
operating and maintenance costs for
its transportation fleet were significantly
reduced with the introduction of the
new anti-knock gasaline.

Later in the 1270s and early
1980s, DP&L's Transportation team,
led by Jack Hounshell who is now
in nis 42nd-year with the company,
purchased six electric cars (Ford
and Dodge} and converted 20 other
vehicles to compressed natural
gas for the fleet.

“econemic climate, DPL employees
. stepped up their support in the
areas where they.live and work. in
2016 emplques pledged more
" than $250,000 to the United Way.

Many locations organized gift
collections tor different charities during
the holidays, and h&id a number of
fundraising events throughout the year
far Jocal non-profit ofganizations.
Our partnerships with
" organizations like the United Way
'strengthen our communities. As'DPL -
empioyees have done for 100 years,
- L we‘re working to proifide a brighter
Lighiing the Way for ‘iﬂli—‘fsaﬂ's future for our next generation. §
’ . ‘ I'd like to thank our ererloy'ees - _
Since its earliest days, DPL and jts - the_executive team and our boatd of * . - v
employees have been integral to directors for contribliting to DPL's )
helping improve and maintaip the solid year in 2010. I';n proud thdt we -
guality of life in the communities are contmumg the p tformance
we serve. And in our challenging “and eommunity lnvol-vement that has £
' been-the company q-steﬁdafd«fep»&-;m o e
the past 100 years.

throughout the country to further our
understanding of the system impacis.
The goal of the company's plug:in
electric vehicle research that began
in 2009 is to ensure that customers"
electrical service from DP&L will
support their charging needs as
eleciric vehicles become Bvailable

1

in our region. =

Combined with $200,000 prowd’ed

by the DP&LF@mw@hm DELL‘S e Paulﬁl Barbas

The company ¢ continues to Iook -. -totat yearlyJ.Jmted Way comnbunoe ¢ : ’Pres@ent & Chief Executive Oﬂlder

to the future and at-our customers’
evolving needs. History repeated itself
in 2010, as DP&L took delivery of an
all-electric car to study its charging
characteristics and to prepare

for the use of electric vehicles in our
service territory in the near future.
DP&L has additional electric vehicles
and charging stati‘bﬁs on order. The
company is also participating in the
testing of a variety of electric vehicles

was fnor 'naam 5450 oob rch 1, 2011

$1 million the BPL F Foundatiop, = % ¢
provides to a variety of" cmccc_jthral i J:,J S

and youth Prgaptz_aqqm,mg e - S EN ;
me; - L

of DPL emq'joyees_gnilmeef '
‘and effort ta’a'ﬁnety t‘.vi imon t;—, P
causes. Fromaemﬁg an Sc:goef .

l
—
T g

"boards toe Y_fﬂLﬁly buth po ahd:a E‘:ﬁi q -

mentorlﬁg -risk childrenand teens; T} 7 b -

the company strigly suppoxté‘amf EREE . ’ '

encour@fes employee volunteer” T o l:._"f .y

efforts throughout Oq[ region. , " ‘.;_, Tt T {,:';’
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~ The Origins of
Dayton Power and Light

- from the combustion of hog grease

Lighting the Way W
for 100 Years

The Hills and Dales
DPEL Railway Company became
The Dayton Power and
gw Light Company in the
) spring of 1911, but the
roots of DP&L date back
1o 1848 when the Dayten Gas Light
and Coke Company was chartered,
primarily to iluminate city streets to
keep citizens safe.
Dayton Gas Light generated gas

obtained from nearby slaughter houses.

- The vapor was pumped through

 machine. This same building was also

distribution lines {o street lights, busi-
nesses and eventually to homes. In
1851 coal was substituted for grease.

Thomas Edison’s
First Incandescent Lamp

fn the 1880s, after
Thomas Edison
demonstrated the
first incandescent
lamp in 1879,
electricity came
tc Dayton via the
Brush Electric
Light and Motor
Company.

In atiny
building near
whal was East First and Madison
Streets, where Defco Building No. 20
was later erecied, the Brush company
installed a 23-lamp Fuller-Wood arc

the first cash register factory.

in 1883 Brush became the Dayton
Electric Light Company and Daytcn
was one of the first cities in Ohio to light
its streets with electricity.

i Electric service first comes to Dayion with a power

plant and efeciric street lighting cperated by the
Dayton Electine Light Cormpany

Frank M.Tait Provides Direction
for the Next 53 Years

An apprentice of
Thomas Edison,
Frank Tait made hig
start in the utility
industry in 1823 ai
19 years old.
Ediscn’s
technology was
rapidly accepted
in the U.S. and
demand for electricity skyrocketed with
the develcpment of efficient motors and

: labor-saving devices for the home, store
- and factory. Many factories abandoned

their own electric plants and instead
purchased service provided by

DP&L. At the turn of the century the
Dayton Electric Light Company’s profits
were $32,600.

Meanwhile, Tait became a success
in his home town of Catasaugqua,
Pennsylvania as a manager at the local
gas and electric company. As a result,
the New York electrical firm of Brady
and Young hired Tait as an engineer.

In 1904, Tait's first assignment was

to come to Dayton to study the city's
electric light and power industry. His
evaluation led his amployer to purchase
the Dayton Electric Light company.

A “heavy fing" construction crew, with its 1810
one-ton electric iruck. exiending hnes on
Cincinnati Pike. Driver is Harry rwin; on the truck:
Bob Mathery, Harry Thompson, Bill Dunigan,
and Jimmy (last name unknown). Stanaing: Glen
Leiberger, Aoy Johnston and Frank Newman,

Following the acquisition and
consolidaticn of severa! companies,
Frank Tait was elected 1o the office

of president of DP&L on October 2,
1811, an office he hetld until he became
chairman of the board in 1945, DP&L
was now a regional utility, extending

| electric service to West Carrollton,
Drexel, Trotwocd, F. McKinley, Osbaorn,
New Carlisle, Fairfield {(now Fairborn)
and Shilch.

1913 Great Miami Valley Flood
Demonsirates Resourcefulness
of DP&L

April 3, 1913 |
Dayton Daily News front page

Headline:
Power and Liuh! Reconstruction Fast

The Dayton Power and Light Company
has shown by their work at the present
time to be very résourcefu!...

Both of the company’s power glants on
Third and Fourth Streets were off line
for three days while crews removed 14
inches of mud from the floor and from
the generating equipment. The water-
logged equipment had o be dried out
i and carefully cleaned before operations
- could be restored.

Electrical experts, along with
mechanical and steam engineers from
nearby cities and states rushed into
Dayton to assist. Partial service was
restored in a remarkably short pericd
of time considering nearly all overhead
transmission and distribution lines
were destroyed.

With $100 million in damage and
361 dead, Dayton was determined
that a disaster of this magnitude would
not bring the city to its knees again.
Two individuals were instrumental in
organizing a flood control program.
Adam Schantz, vice president and
a member of the DP&L board of
directors, along with John Patterson of
: NCR established a campaign to raise
i %2 million for the prevention of future
floods. Schantz made the first donation
of $160,000.

DP&L aiso played a large part
in the Miami Conservancy Flood
Ccntrol project by furnishing electric
power for large excavating machines,
gravel washers, concrete mixers, air
compressors, locomaotives, derricks,

i drills and shop equipment.

continued



New Miilers Ford Station Consolidates
and Centralizes Power Production

In 1915, DP&L purchased 28 acres
gouth of the ¢ity of Dayton, along

the bank ¢f the Great Miami River

for $23,618, The following year
construction began on fand that is just
west of [-75 between the exits of Edwin
C. Mcses Boulevard and Springboro
Pike. Many in the city believed it was
an overly ambitious undertaking.
When completed, Millers Ford cost the
company nearly $7.7 mitlion.

When Millers Ford came anling in
1918, the company’s Third and Fourth
Street stations were used for standby
purposes and algo served to produce
steamn, as demand for steam sarvice
had grown in the area,

N .

June 194C. Fron! Row. A R. Smith, manager,
furbine Engineering. General Electric,

O.H. Rutchings., VP DP&L: JJ. Ker, VP Babock &
Wilcox: C.H Splehler, mechanical enginser,

DP&L. Second row: R.0. Gillespie, manager,

Fower Production, DP&L; Arnur Farken, mechanical
enginesr, Colurnbia Enginssring Managsrnent; PE.
Murray angineer, Gensral Electric, E.A. Kirkpatrick,

Turbing sales engineer. General Electric.

DP&L's investment in Millers Fard paid
off when at the conclusion of World War
I'in 1918, companies began to consider
the Dayton area as a possible location
to build or to relocate.

Roaring 1920s Bring Prosperily

The roaring 1920s were healthy and
prosperous for DP&L. The company

© practiced Frank Tait’s "public-be-

pleased” policy, serving customers
from & variety of locations in downiown
Dayton. DP&L began building a

" "service building” on the northeast

corner of Monument and Foundry
Streets in 1922. DP&L's current service
building is now located at 1900 Dryden
Road. Then, as now, it is the operatianal

‘nerve center” of the company.

i Power Declines Dramatically

. October 29, 1829 with the beginning

i the company began to promote rural

: 18,000 customers.

. DP&L, like all U.S. companies, devoted

" untit the company’s war emergensy

. Tait sensed a managerial change

DP&L's "general office” at 20 South Jefferson Street
circa 1920s. On the side of the building a biltboard
reads: "Daylight Your Kitchen 30 Days Free Tnatl "

The service building was completed in
1923 and was home to the company's
moeter fleet. Also in the 1920s the
company looked into new ways to meet
the future needs of its customers, such
as interconnection with other utilities
and “power pools” of reserve power. In
1923 DP&L created a power pool

with Cincinnati Gas and Efectric. This
was the first joint venture of its kind

for either company.

Consumption of Electric
During Depressian Era
The prosperity of the 1920s ended on

of a 10-year depression that caused a
dramatic decline in the use of electricity
by factories and all industries.

However, the demand for electricity
by households remained high and
buffered DP&L from the impact of
the "Great Crash,” In what was the
darkest year of the depression, 1831,

electritication, despite the high cost

of constructing transmission lines.

Once again, the company was investing
for the future of the region. By 1943
CP&L had constructed a total of 3,097
miles of rural lines, serving nearly

19403 Bring New Leader and Ultra-
Modern Electric Generating Station

its energy to the war effort. Acquisitions
and plant expansions were put on hold

priorities ended with peace in Europe
and the Pacific.
With the end of World War I, Frank

was necessary. He relinguished his
positicn and moved up to the position
of chairman of the board. In 1946,

i Kenneth C. Long, who had heen

vice president and asscciate genéral
manager since 1936, was elected to
the office of president and general
manager, succeeding Frark Tait. He
had begun his career at DP&L in 1914

' as a meter reader.

Long was a graduate of Steele
High School in Dayton, class of 1910.
He studied electrical engineering
at Purdue University. He served his

i country in World War | as a commander

and returned tc his job at DP&L, where
he had been converting industrial
power plants te DP&L’s service.

Long left the employ of the

| company for four years, until he was

convinced to return as a power
engineer in 1929. He rcse in the ranks
due to his personal charm and native
abilities. Long was admired by his
associates and supericrs.

Said about Kenneth C. Long: "His abifity to get at
the heart of problems is based on certain personal
characteristics. Being
born with an jntense
curiosity, he has
always shown & deep
interest in people

of all races and
creeds. This dorminant
characteristic

has fed [o a keen
understanding and

tolgrance of men and

| womsn in all walks of lite and forms the basis

for his ability to handie sifuations with sound and
prophetic judgrnent

¢ In 19486, the board of directars

deemed it *fitting and proper” to name
its current plant and future efectric
generating station after the two men
who had spent their lifetimes pioneering
and developing the electrical system
that had become Dayton Power

and Light. Millers Ford was renamed
Frank M. Tait Station,

The Millers Forad Power Plant was renamed

' Frank M. Tait Staiion on Decernber 20, 1346,



Inside Tait Station circa 1240s

A new plant was t¢ be called the
O.H. Hutchings Station in honor of Tait's
associate who had been vice president

I for 26 years, and played a vital role in

the development of the company as
an employee for over 50 years:
Crie H. Hutchings.

The location for Hutchings station
was carefully chosen with consideration
for accessibility to railroads, paved
highways and river flow. The site

" selected was 12 miles south of Dayton

on the west side of the Great Miami
River on Chautaugua Road.
Construction began in 1946. [n 1948,
bafore Hutchings died on July 30, ha
personally opened the throttle of the

" first 60,000 kilowatt turbo-generator

on July 12. He is remembered for his
fine spirit of loyalty, fairness and high
ideals of service.

At the time, Hutchings Station was
one of the finest steam electric stations
in the Eastern United States, and many
engineers came lo study its layout,

By 1953 the sixth and last generator
installed at Hutchings was placed
into operation and the total cost of the
station tallied up to $47 million,

The Dayton Power and Light moko:

To know what to do is wisdom;
To know how to do it is skill;
To de a thing as it should be done is service.

Growth, Expansion and Additional
Generaling Capacity

In 1953, DP&L's total generating
capacity was now 580,000 kilowatts
and the company employed 2,300, of
which 430 were women. On the payroll
at the time were over 300 employees
who had 25 years or more of service.
That fradition continues today, as many
of the company's employees choose o
stay with DP&L for a long career.

A Tait Station turbine being repaired by Ted Wilks
(left) and Wilie Davss.

On February 7, 1958 Frank Taft
relinguished his position as chairman
of the board and accepted the title of

" “¢hairman emeritus.” Kenneth Long
~ then became chairman and J.M. Stuart
! became president.

The power plant that would bear

this new president’s name began
construction in 1966 along the Ohio
River near Aberdeen, Chio. At the time
of its dedication in 1270, Stuart Station
was the largest coal-fired facility in

the world and cost over $390 million

to build. The plant was built and is
operated by DP&L. It is cc-owned by
the successeor companies of Cinginnati
Gas and Electric and Columbus and
Southern Ohio Electric Company. DP&L
built a 345,000 volt netwark to handle
this new source of power, along with 11
new substations.

Decades of Change End in Renewed
Commitment to Customers

. During the late 1960s and the

inflaticnary 1970s the company installed
a variety of pollution devices at all its
plants. In 1971 the company was the
first in the nation to install dust collection
devices atits power plants.

Starting with the energy crisis of
1973, the mid-1970s were a difficult
time for DP&L . Batween 1973 and 1975
the price of coal doubled, financing
rose 35%, environmental expenditures
amounted to $28 million, construction
costs spiraled from $163 per kilowatt to
$238 per kilowatt and taxes rose from
$26 to $42 million.

Also in the mid-1970s the Miami
Valley endured another significant,
natural disaster.

The Xenia tornadc that struck on
April 3, 1874 was a massive F-5 that
killed over 30 people, leveled half
the town and left 10,000 homeless.

It rernains among one of the most
destructive tornadoes in U.S. history.
Three high-voltage transmission lines
were knocked out by the storm. In all,
DP&L suffered $1.7 million in repair and
replacement costs of its equipment,

| but efectricity was restored by April 5

and gas service by April 8,

By 1975 DP&L had 403,000
customers. Construction began on
Killen Statien in 19786, along the Ohio
River, near Manchastar, Ohio. It was

0y

completed in 1282 at a cost of $588
million. The plant is named after Robert
B. Killen, who guided the company

i as president during the early 1870s

and then became chairman. He was a
University of Cincinnati graduate and
worked his way up the corporate ladder
from cadet engineer.

In the mid 1970s and into the

i 1980s the company became maore
. focused on customer service. In
response to rising energy ¢osts and

inflation, the company created "budget
billing,” worked with social service
agencies and created payment
plans for those having difficulty paying
their bills,

continued



In 1985 DPL Inc. was formed as a
holding company to provide a flexitle
financiat organization for capital
investment and managerial control.

In the tate 1980s, demalition of

the 70-year-old Tait Station began.
During the 1990s DP&L offered

the “Way to Go®" energy efficiency

" programs, featuring Lucky the Dog,

that helped customers save money
and energy. DP&L was the first
Ohio utility to offer a program of this
type 10 customers.

“Think Hot! Stay Safe!” presenters Aftison Marshall,
substation electrician. and Rick Vance, meterman.
are demonsirating that frees can conduct
alectricity. View a video about the presentalion

on the DF&L Website.

The company also created an
educational safely demonstration
dubbed "Think Hot! Stay Safe!” that
is entertaining for kids of all ages,

But also dramatically shows the
dangers of electricity. One main

point of the presentation Is to stay far
away from fallen power lines. DP&L
employees are available 10 bring the
presentation to schools and special
events all over the Miami Valley.
Prasentations are also available to
train police and fire professionals who
may encounter dangerous electrical
situations. Cali 937-259-7925 or e-mail

. ThinkHotStaySafe@DPLINC com at

least two weeks in advance of the date
requested 1o schedule a presentation,
On August 8, 2607 DP&L

. experienced an all-time record for the
| demand of electricity: 3,270 megawalts

(net peak load).

" Testing New Technolagy and

Reducing Energy Consumption in
the Miami Valley

In 200¢ DP&L began using and
evaluating a hybrid bucket truck that
offers reduced noise and increased
fuel efficiency. The hybrid’s battery is
recharged overnight and also through
regenerative braking. When at a job

site, the truck's battery can power the
climate control system as well as the
boom (or arm) that is used to reach
power lines. This not only means

fuel and emissions savings, but also
eliminates noise that would otherwise
come from the diesel engine. That
noise reduction means customers
aren't disturbed during the night while
our crews are hard at work repairing
service.

Alsc in 2009, DP&L began offering
new energy efficiency programs for
residential and business customers,
which include
discounts and
rebates on
improvements that
use less energy,
save money and
help protect the
environment.
Since the program
began, cver 3.5
millien compact fluorescent light bulbs
discounted by DP&L have been sold in
the Miami Valley.

Initiaf calculations show that the
DP&L efficiency programs have saved

enough energy to power 24,000 homes.

The programs for oth residential and
business customers include fighting
discounis, appliance recycling, HVAC
rebates, cooling tune-ups and unique
business and governmeant rebates.

DPA&Ls Yankee solar facifity was constructed in
partrerstip with & number of regional companies
led by Armmeridian Speciafty Servives, Inc.

of Cincinnati.

| DP&L began construction in late 2009 of a
1.1 megawatt solar array near its Yankee
substation in Washington Township,
Montgomery County, Ohio. The state’s

. energy legislation cails for 25% of all
energy consurned by Ohioans to be from
alternative energy by 2025. Of that, 0.5%
must be sclar energy. DP&L’s Yankee
solar array consists of 9,120 solar panels
constructed over 7 acres, and generates
enough electricity to power the equivalent
of 150 homes a year. The array cost
approximately $5 million 1o build and was
completed in the spring of 2010.

. With DP&L — Tomarrow Starts Today

Teday, DP&L
provides electrical
service to over
500,000 customers
in 24 counties,
spanning 6,000
square miles. In
2010, the company’s
customer service
reprasentatives
flieided over 2.3
million phone calls.

Then, as Now, Teamwork is the Key

' In 1953 Frank Tait, chairman of the board
at the time, addressed the Newcomen
Society on DP&L's contributions to Ohio.
What he said to the audience 58 years

1 ago still holds true today:

“l suggest you bear in rmind that not |/,
i nor any individual entirely is responsible
for what success our company has
obtained and hopes greatly to augment
in the future. Rather, let me remind ail of
you it ie the overall determination and
performance of all thase men and
. wormen, who, each in his own capacity,
has performed and intends to carry
on in the future afl the many duties and
responstbififies which, considered
as a whole, constitutes the teamwork’
that is the only means io ensure
continuing success.”

For mere about DP&L and its employees visit
www.dpandl.com.
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APPLICANTS' REPLY COMMENTS

L INTRODUCTION

In the Application in this matter, Applicants demonstrated that the proposed
merger would "promote the public convenience and result in the provision of adequate service
for a reasonable rate,” as required by Ohio Rev. Code § 4905.402(B). Specifically, Applicants

demonstrated that the benefits of the merger included:

1. AES 1s committed to preserving DP&L's local decision making authority,
including its commitment to maintain DP&L's operating headquarters in
Dayton, Ohio and DP&L's name, for at least two years following the
merger.

2. Customers will continue to receive the same high-quality service at
reasonable rates that they received before the merger. DP&L's rates are
currently fixed through 2012 and were approved by the Commission. Post
2012 rates will also be subject to approval by the Commission.

3. AES is committed to meeting customers' energy demands, and it
contributes to communities' capability to grow by providing reliable and
responsible electric power. Customers will benefit from the extensive
technical expertise and resources of the AES group. The merger will
allow DP&L to build on what has made it a reliable, efficient utility while
receiving the benefits of being a part of a larger global company. AES
owns Indianapolis Power & Light Company ("IPL"), and TPL's close
proximity to DP&L will allow each company to provide better emergency
Iesponse services.

4. The merger will not result in further consolidation among Ohio utilities.

5. Following the merger through December 31, 2013, AES has committed to
cause DPL Inc. and DP&L not to implement any involuntary workforce
reductions that would result in DPL Inc. and DP&L employing
substantially fewer individuals in the aggregate than are employed
immediately before the merger.

6. For at least two years following the merger, DP&L will continue to
provide corporate contributions and community support in the Dayton,
Ohio area at levels substantially consistent with its current levels of
charitable contributions and community support. In addition, because
The DP&L Foundation is an independent entity, it will not be affected by



the merger. It will continue its community focus, as it has for over 25
years.

7. Upon consummation of the merger, DP&L's credit rating will remain
investment grade.

In its comments (p. 3), The Staft of the Public Utilities Commission of Ohio
concluded that "Staff, with one additional element, agrees with DP&L's assessment of the key
elements and benefits to the merger." Staff and interested persons filed comments asserting that
some of the benefits identified by Applicants should be extended or that other benefits should be

provided.

As demonstrated below, the Commission should conclude that the benefits
identified by the Applicants are more than sufficient to satisfy the statutory requirements that the
merger "promote the public convenience and result in the provision of adequate service for a
reasonable rate." Ohio Rev. Code § 4905.402(B). The Commission should thus reject the
comments that seek to extend or add to the commitments made in the Application. The
Applicants respectfully request that the Commission continue its review of the transaction in an

efficient manner.

IL STAFF COMMENTS

With the exception of one additional element, Staff either agrees that the
Applicants' commitments are adequate or makes specific recommendations for the Commission
to include in its approval of the merger. The Applicants reply to each Staff recommendation as

follows:

1. Headquarters and Name: The Applicants commit to maintain DP&L's

operating headquarters in Dayton, Ohio and DP&L's name for at least two years following the



merger. Staff (p, 3), as well as the City of Dayton (pp. 3-4), OMA (pp. 3-4), and OPAE (pp. 5-
7), recommend that the two-year timeframe for this commitment be extended to five years. The
Applicants are sensitive to these local economic concerns and, to that end, have discussed and
will continue to discuss with interested stakeholders the fact that AES has no intention of moving
DP&L's headquarters after the two-year commitment. The Applicants maintain that a two-year

commitment is the appropriate balance in this instance.

Staff also makes the following recommendation (p. 4): "Furthermore, Staff
believes the bifurcated compensation provision, which pays more money to DP&I, corporate
executives if the corporate headquarters is moved out of Dayton, creates a perverse incentive to
move the headquarters from Dayton. Therefore, Staff also recommends that the bifurcated
compensation provision be removed from the agreement." Applicants want to clarify that there
is no such "bifurcated compensation” provision in the merger agreement. As disclosed in DPL
Inc.'s Proxy Statement, however, DPL Inc.'s Severance Pay and Change of Control Plan (the
"Severance Plan"), as most recently amended and restated by DPL Inc. in 2007, requires DPL
Inc. to make a severance payment to certain executives whe, within a specified period following
a change of control, are terminated without cause or resign for good reason.! The definition of
"good reason," which appears to have generated the Staff's comment, is defined in the Severance
Plan, in relevant part, as "the relocation of the Company's principal executive offices more than
50 miles from their current location . .. or the requirement of the Participant to be based at a

location more than 50 miles from the Participant's location as of the Change of Control."?

! Section 5.2 DPL's Severance Pay and Change of Control Plan.
2 I_d.



Because the relevant severance payments are triggered only if a resignation for
good reason occurs within a specified period of time — which is two years following a change of
control for DPL Inc.'s CEO, and one year following a change of control for the other covered
executive officers — the Staff's concern is effectively mooted by the merger agreement's
requirement to maintain DP&L's operating headquarters in Dayton, Ohio for at least two years

following the merger.

Even in the absence of such a commitment, there is simply no incentive for
corporate executives to move the headquarters from Dayton, as the Staff suggests, because any
decision to relocate DPL Inc.'s headquarters is one that would be made, if at all, by DPL Inc.'s
board of directors and not by the executives covered by the Severance Plan. Given this fact, the
existence of this provision in the Severance Plan actually serves as an incentive to DPL Inc. to
maintain DPL Inc.'s headquarters in its current location following a change of control because
any decision to the contrary could require DPL Inc. to make a severance payment to the covered

executives.

2. Merger Costs: The Applicants state in their Application that customers
will continue to receive the same high-quality service at reasonable rates that they received
before the merger, as DP&L's Commission-approved rates are currently fixed through 2012 and
any post-2012 rates will be subject to Commission approval. Staff (p. 4), as well as OMA (p. 3),
recommend that the Commission include a requirement in its approval of the merger that no
merger-related costs be recovered through regulated rates. In its application, Applicants are not
seeking to recover any costs incurred directly related to the negotiation, approval, and closing of

the merger and have acknowledged that the rates will continue to be fixed through 2012.



3. Workforce: Following the merger through December 31, 2013, AES has
committed to cause DPL Inc. and DP&L not to implement any involuntary workforce reductions
that would result in DPL Inc, and DP&L employing substantially fewer individuals in the
aggregate than are employed immediately before the merger. Staff (p. 5), as well as City of
Dayton (p. 3), OPAE (p. 6), and OMA (p. 4), recommend that the workforce commitment should
be for at Jeast three years, and Staff recommends that "substantially fewer" should be defined as

less than 10%.

Applicants accept Staff's recommendation to define "substantially fewer" as
less than 10%, which translates into a commitment not to implement any involuntary workforce
reductions that would result in DPL Inc. and DP&L reducing by 10% or more the number of
individuals in the aggregate that are employed (exclusive of officers and management employees
covered by a change in control agreement) the day the merger closes. AES is acquiring DPL Inc.
and DP&L as a platform for growth in the PJM market. Unlike the Duke/Cinergy merger, this is
not a deal driven by synergies. Thus, Applicants' commitment is consistent with AES's growth
strategy. Extending the workforce commitment beyond two years, however, is unreasonable due
to the increasing competitiveness of the energy business and the uncertain regulatory costs
caused by new environmental regulations. Similar to the headquarters location issue above, the
Applicants appreciate the sensitivity of this issue in the local community and are discussing and
will continue to discuss with interested stakeholders the issue and explain the basis for the

Applicants' two-year commitment.

4. Ring Fencing: The Applicants state in their application that upon
consummation of the merger, DP&L's credit rating will remain investment grade. Staff suggests

that additional ring-fencing provisions are necessary. Staff recommends (p. 6) that the



Commission require DP&L to maintain a capital structure of at least 45 percent equity. In
addition, Staff recommends (p. 6) that DP&L maintain a retained earnings to total plant ratio of

at least ten percent.

The Commission should reject Staff's ring-fencing recommendation. Applicants'
commitment to maintain DP&L's credit rating at investment grade is sufficient to address Staff's
concern and provide appropriate financial oversight for the Commission. The "grade" assigned
by the rating agencies directly reflects those agencies' evaluation of DP&L within the holding
company structure. The rating agencies have experience analyzing and grading public utilities
within the structure of holding companies, and their resulting grade is a reasonable bar by which

the Commission can exercise appropriate financial oversight.

Maintaining DP&L's credit rating at investment grade coupled with the
Commission's direct authority under Ohio Rev. Code § 4905.42 to pre-approve any future
evidence of indebtedness sought by DP&L provides the Commission with a two-part remedy to
Staff's concerns. Because Applicants are not asking in this proceeding to put any debt on DP&L,
at issue is the Commission's oversight of DP&L's financial condition going forward. If, post-
merger, DP&L sought to issue equity or debt, then it would need to obtain Commission approval
under § 4905.42, as it has in the past. Section 4905.42 states, in relevant part, "All stocks, bonds,
notes, or other evidence of indebtedness issued by any public utility or railroad without the
permission of the commission are void." That section, along with sections 4905.40 and 4905.41,
provide the only direct authority for the Commission to protect the financial condition of a public
utility within a holding company. These sections have worked well over time, and it is seasible

not to disrupt that regulatory scheme in this proceeding.



The Commission should also exercise caution in connection with its consideration
of Staff’s recommendations because the Commission's statutory basis to impose ring fencing
provisions is doubtful. The Commission's review of this merger is triggered by the relevant
change in control statute, Ohio Revised Code 4905.402(B). There is no language in
§ 4905.402(B) — nor in any other section of the Ohio Revised Code — that empowers the
Commission to impose ring-fencing provisions in a merger proceeding. As a creature of statute,
the Commission has jurisdiction to do only what it is specifically empowered to do by the
General Assembly. In the past, the Commission has used its § 4905.402(B) approval authority to
attach minor conditions on mergers to ensure the financial integrity of the regulated utility; those
instances, however, were limited to Commission access to books and records, not capital
structure requirements. See In the Matter of the Joint Application of SBC Communications Inc.,
SBC Delaware Inc., Ameritech Corporation, and Ameritech Ohio for Consent and Approval of a

Change of Control, Case No. 98-1082-TP-AMT, Opinton and Order, at p. 29 (Apr. 8, 1999).

In sum, the ring-fencing provisions are unnecessary in view of the facts that the
Applicants have committed to maintenance of DP&L's credit rating as investment grade; that
DP&L is not assuming any new debt as a result of the merger; and that this Commission would
have to approve any new DP&L debt in the future, The Commission, as a result, should not

adopt Staff's recommendation to impose these provisions.

5. Merger Savings/New Billing System: Staff's additional element (pp. 6-7)

is that a portion of any merger savings should be directed to the implementation of a new billing
system for DP&L. Putting aside whether or not there will be any merger savings attributed to
regulated services for which a portion could be earmarked as Staff seeks, this is not the

appropriate proceeding to evaluate this issue. As the Commission is well aware, advanced



metering infrastructure deployment, related rate designs, and the planning and implementation of
a billing system that will take full advantage of such an investment is a complex process.
DP&L's experience with estimates for such a system shows that implementation of a new billing
system would require significant capital expenditures and O&M expenses. Analyzing the need
for such a system, the system itself, the cost, and cost recovery are topics not suited for this

proceeding.

IIL. INTERESTED PERSONS' COMMENTS SHOULD NOT PREVENT
CONSUMMATION OF THE MERGER

A, IEU-OHIO'S COMMENTS

1. No Hearing is Required
IEU-Ohio (p. 3) and The City of Dayton (p. 2) assert that the Commission should

permit discovery and conduct a hearing in this matter. The Commission should reject those

comments for the following reasons,

As to IEU-Ohio's and Dayton's request for discovery, the Applicants created a CD

that contained the following materials:

AES Press Release

DP&L Corporate Separation Plan

DP&L Electric Distribution Tariff

DP&L Electric Generation Tariff

DP&L FERC Form-1

DPL Inc. Press Release

DP&L PUCO Order from DP&L's ESP case (08-1094)
DP&L PUCO Stipulation from DP&L's ESP case (08-1094)
. DPL Inc. SEC Form 10-K 2010

10. DPL Inc. SEC Form 10-Q Q1-2011

11. AES SE Form 10-K

WO N R L

In the Joint Motion of Applicants to Establish Deadlines for Initial and Reply Comments and to

Hold Motions to Intervene in Abeyance, p. 2, Applicants offered to provide a copy of that CD to



any interested person who requested it, and Applicants have provided the CD to those few
persons that requested it. That information is more than sufficient to permit interested persons to
evaluate the Application, and to provide comments on it. Applicants provided a CD to IEU-
Ohio, without a request from IEU-Ohio, when IEU-Chio filed its motion to intervene; despite
Dayton's request for discovery and a hearing, Dayton did not request a copy of the CD in

response to Applicants’ offer to provide the CD to any interested person who requested it.

As to IEU-Ohio's and Dayton's request for a hearing, a hearing is not mandatory
in this matter. Ohio Rev. Code § 4905.402(B) ("after any necessary hearing"). When the
Commission is not required by statute to conduct a hearing, the Supreme Court of Ohio has
repeatedly rejected arguments that the Commission erred by failing to conduct a hearing. MCI
Telecommunications Corp. v. Pub. Util. Comm. of Ohig, 32 Ohio St. 3d 306, 310 (1987) ("We
have repeatedly held that a utility ratepayer has no constitutional right to notice and hearing in
rate-related matters if no statutory right to a hearing exists."); MCI Telecommunications Corp. v.

Pub. Util. Comm. of Ohio, 38 Ohio St. 3d 266, 270 (1988) ("all subsequent PUCO actions . . .

have occurred under a notice and comment procedure, MCI has had ample opportunity to
advocate its position . . . by submitting comments and replies to the submissions of other parties.
Nowhere in the statutes is the PUCO required to give a public hearing to each and every
objection that is raised to its proposed actions. Such a requirement would literally hamstring the

PUCO"Y; City of Cleveland v. Pub. Util. Comm, of Ohig, 67 Ohio St. 2d 446, 453 (1981)

(rejecting argument by party that the PUCO should have conducted a hearing, and stating "any
legal right which a ratepayer would have 1o notice or hearing would have to stem directly from
the statutes"); Armco Inc. v. Pub. Util. Comm. of Ohio, 69 Ohio St. 2d 401, 409 (1982)

rejecting appellant's argument that the commission was required to conduct a hearing, and
] P g



stating "ratepayers are statutorily, but not constitutionally afforded the right to participate in rate

making proceedings").

In fact, although IEU-Ohio and Dayton requested discovery and a hearing, neither
has identified any issue of fact relating to the merger that requires discovery and a hearing.
Instead, IEU-Ohio's submission is a mixture of policy observations and speculation as to actions
that DP&L. may or may not take in the future as a result of the merger. The purpose of a hearing
is to resolve factual questions. Because there are no factual questions for the Commission, the

Commission should deny IEU-Ohio's and Dayton's requests for discovery and a hearing.

Indeed, in the Duke/Cinergy merger application matter, the Commission

established a comment period and declined to conduct a hearing:

"Under the terms of the governing statute, we must, first,
determine whether a hearing is necessary. The Commission has
reviewed, in detail, the application, comments of various interested
persons relating to the appropriate issues to be considered, the
recommendations of staff, and the comments of interested persons
addressing staff's recommendations. The Commission finds that a
hearing is not necessary for us to consider fully the comments and
arguments presented in this case, to consider the effects of the
merger on the public, and to determine the appropriate resolution
of the issues related to the application. Therefore, we also find that
cause to grant intervention under Section 4903.221, Revised Code,
has not been shown. Intervention is, therefore, denied with regard
to all persons who filed motions for intervention."

10



December 21, 2005 Finding and Order, p. 5 (Case No. 05-0732-EL-MER). As in the
Duke/Cinergy matter, comments and reply comments are more than adequate to permit the

Commission to evaluate the Application, and the Commission should not conduct a hearing.’

The Commission should thus conclude that discovery and a hearing are not

necessary in this matter.

2. Consolidation with a Standard Service Offer (SSO) Case
Should Not Be Ordered

IEU-Ohio also suggests (p. 3) that the Commission should require DP&L to file
its next SSO case and consolidate this proceeding with that case. The Commission should reject
that suggestion. Under DP&L's existing ESP, DP&L is required to file its next SSO case by
March 31, 2012. February 24, 2009 Stipulation & Recommendation, § 1 (Case No. 08-1094-EL-
SSO). DP&L has not filed that case yet, and it will make the relevant filings in due course.
There is no need for the Commission to require DP&L to file an SSO case before March 31,

2012, and IEU-Ohio's request for consolidation, accordingly, is without merit.

3. The Merger Will Result in Reasonable Rates

The Commission is required to determine whether the merger will result in
service at a "reasonable rate.” Ohio Rev. Code § 4905.402(B). In the Application (p. 10),
Applicants demonstrated that the merger would not affect DP&L's rates because DP&L has an
established Electric Security Plan ("ESP") from Case No. 08-1094-EL-SSO that extends through
December 31, 2012. Staff stated (p. 2-3) that is was satisfied with Applicants' rate commitments

in the Application.

? If the Commission were to permit intervention (to preserve the appeal rights of interested persons), then it should
limit the intervention to the right to make comments and not permit discovery or a hearing.

11



IEU-Ohio nevertheless suggests (p. 2) that Applicants’ rate commitment is
somehow inadequate: "[t]he rate stability commitment that appears to be the centerpiece of the
Application is nothing more than a concession that the Applicants will follow the law of Ohio as
it relates to DP&L's current Electric Security Plan." The Commission should reject IEU-Ohio's
comment because § 4905.402(B) requires only that DP&L charge a "reasonable rate” afier the
merger. IEU-Ohio does not claim that the rates set in DP&L's ESP (Case No. 08-1094-EL-S80)
are unreasonable; in fact, IEU-Ohio signed the Stipulation in that case. Because DP&L's
existing rates will remain unchanged after the merger, the Commission should conclude that the

statutory requirement of "reasonable rate[s]" is satisfied.

4. Nonbypassable Charges, Capacity Charges and Restrictions on
Shopping

IEU-Ohio argues (p. 11) that "the Commission must impose conditions on the
proposed change in control so as to . . . ensure that the consumers have full and unencumbered
access to CRES suppliers and that the debt service obligations associated with the proposed
highly-leveraged transaction are not funded through nonbypassable charges, unduly prejudicial
capacity charges that apply to shopping customers or their CRES suppliers or other restrictions
on shopping." The Commission should reject that comment for each of the following separate

and independent reasons.

1. DP&L's existing charges are reasonable: IEU-Ohio suggests DP&L's

current charges as unreasonable. However, DP&L's current rates were established through the
Stipulation in Case No. 08-1094-EL-S50, which IEU-Ohio signed. The Commission should not
allow IEU-Ohio to attempt to renegotiate terms and conditions to which IEU-Ohio agreed and

that have been approved by the Commission simply because there is an open merger proceeding.

12



2. Relevance: In addition, issues relating to nonbypassable charges, capacity
charges and restrictions on customer shopping are entirely irrelevant to whether the Commission
should approve the merger Application. IEU-Ohio does not offer any explanation as to how
DP&L's current rate structure could be affected by the merger. Indeed, DP&L's current charges
and restrictions have been approved as reasonable by the Commission in other proceedings. Any
new charges or restrictions that DP&L will implement will also be reviewed in other proceedings
before the Commission. Because the merger will not affect DP&L's existing charges and

restrictions, [EU-Ohio's comment is irrelevant,

3. No specifics: The Commission should reject IEU-Ohio's comments for
the additional reason that IEU-Ohio does not identify any specific relief that it wants. IEU-Chio
asks the Commission to "impose conditions,” but IEU-Ohio does not identify any specific
conditions that it wants. In the absence of a specific request from IEU-Ohio, the Commission

should disregard IEU-Ohio's ambiguous comments.

4, DPLE's participation in P3 is irrelevant: IEU-Ohio suggests {p. 9) that a

focus on local concerns may be subordinated by DPL Inc.'s and AES's cash flow and earnings
ambitions, citing to the activities of the PJM Power Providers Group (P3) in New Jersey. IEU-
Ohio fails to offer any explanation as to how these P3 activities have any relationship with the
proposed merger. AES Is not a member of P3 and DP&L is not either. DP&L's unregulated
affiliate, DPL Energy, LLC (DPLE) is a P3 member and it became a member years before any
merger discussions began with AES. As a P3 member, DPLE has joined with a group of other
entities owning generation within PJM so that positions before the FERC and in other states in

support of fair wholesale competition are presented by a group large enough to make their voices
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heard. Because the merger with AES is unrelated to P3's activities or DPLE's membership

within P3, IEU-Ohio's argument should be rejected.4

B. THE CITY OF DAYTON'S COMMENTS

In its comments, The City of Dayton states that (1) the Commission should permit
discovery and conduct a hearing (p. 2), (2) DP&L should extend its commitment not to reduce its
workforce (p. 3), (3) DP&L should define what it means by agreeing not to substantially reduce
its workforce (p. 3), and (4) DP&L should extend its commitment to maintain its corporate
headquarters and local decision making in Dayton (pp. 3-4). Each of those comments was
addressed above in response to comments by other parties. Dayton's other comments are

addressed below,

1. Rates and Service

Dayton states (pp. 4-5) that the Commission should consider how the merger will
affect DP&L's rates and service. The City of Dayton does not identify any specific reason that it
believes that the merger would affect DP&L's rates or service -- rather, Dayton states (p. 5) only
that it "fears" that the merger will have some effect on rates or service. Nor does Dayton
identify any specific relief that it wants; Dayton says only that the Commission should

"consider" the issues.

The Commission should reject Dayton's comments for several reasons. First, the

Staff has stated that it is satisfied with Applicants' commitments regarding service and rates.
g g

* IEU's description of the New Jersey legislation that was challenged by P3 is also incomplete. The New Jersey
legislation was part of a market manipulation plan wherein New Jersey would provide heavy subsidies for new
construction of power plants in New Jersey and, in return, the new power plants would bid artificially low prices
into the market in an effort to drive down prices particularly within New Jersey and neighboring states. P3 supports
fair and open wholesale competition and opposes matket manipulation whether done by sellers or buyers.
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Staff Comments, pp. 4-5. Second, if DP&L's service were to suffer or if DP&L were to seek to
impose unreasonable rates, then the Commission could address those issues at that time.
Davton's unfounded "fears" are inappropriate for this proceeding and, in any case, insufficient
for the Commission to act. Third, Dayton has not identified any specific relief that it wants, and

the Commission should not grant relief when Dayton has not even identified what it wants.

2. Community Contributions

In the Merger Agreement, Applicants agreed that DP&IL. would continue to
provide corporate contributions and community support for at least two years. In addition, The
DPL Foundation is independent of DPL Inc. and DP&L.; the Foundation is fully funded, and it
will continue its charitable efforts after the merger. Staff agreed (p. 5) that this commitment was

adequate,

Nevertheless, Dayton (p. 5) asks the Commission to order DPL Inc. to extend its
commitment to make corporate and charitable contributions beyond two years. The Commission
should reject that request because the level of commitment made by Applicants is reasonable.
Indeed, there is no provision in the Ohio Revised Code that grants the Commission the power to

order utilities to make charitable contributions.

C. OMA ENERGY GROUP'S COMMENTS

OMA Energy Group (OMA) makes the following comments: (1) the Commission
should monitor DP&L. to ensure continued reliability and quality service (p. 3); (2) merger-
related costs should not be passed on to customers (p. 3); (3) DP&L’s headquarters should
remain in Dayton for a least five years (pp. 3-4); (4) the Commission should extend the

Applicants’ workforce commitment to five years (p. 4); and (5) the Commission should extend
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the Applicants’ charitable contribution commitment to five years (pp. 4-5). Each of these

comments was addressed above. OMA's and OPAE's other comments are addressed below.

1. Merger Cost Savings
OMA (p. 3) and OPAE (p. 7} state that a portion of any merger-related cost

savings should be passed on to Ohio customers. As stated above, this is not a transaction driven
by synergies. AES is acquiring DPL Inc. and DP&L as a platform for growth in the PJM market.
While the merger may result in some scale efficiencies, including increased purchasing power,
that may help DP&L to secure more advantageous arrangements for procurement related to new
construction projects and service agreements, those benefits are uncertain, will only be realized
over time and will, ultimately, flow to the customers in any case. The commitments by
Applicants to (i) maintain DP&L's operating headquarters in Dayton, Ohio for at least two years
following the merger and (ii) following the merger through December 31, 2013 not to implement
any involuntary workforce reductions that would result in DPL Inc. and DP&L reducing by 10%
or more the number of individuals in the aggregate that are employed (exclusive of officers and
management employees covered by a change in control agreement) the day the merger closes
effectively eliminate the two most significant categories of potential cost savings for the

foreseeable future,

2. Definition of "Immediate"

OMA raises (p. 4) one concern related to the Applicants' workforce commitment
that is unique to the other comments. OMA seeks clarification on what "immediate” means. The

phrase "immediately before the merger” means "the day the merger closes.”

3 Reliability and Quality of Service
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OMA suggests (p. 3) that the Commission monitor DP&L's service quality
following the merger. As the Applicants state in their application, customers will continue to
receive the same high-quality service at reasonable rates that they received before the merger.
Further, PUCO Staff states in its comments that the recent adoption of DP&L's service reliability
performance targets and the Electric Service and Safety Standards rule requirements ensure that
DP&L's electric service does not deteriorate (pp. 4-5) and therefore, Staff makes no additional

recommendations related to service quality issues.

D. OHIO PARTNERS FOR AFFORDABLE ENERGY'S COMMENTS

In its comments, OPAE states that (1) DP&L should continue to comply with
current reliability standards (pp. 3-4), (2) DP&L should maintain local employees (pp. 4-5), (3)
AES should maintain a corporate presence for a minimum of five years (pp. 5-7), and (4) AES
should provide the value of any cost savings resulting from the merger to customers (p. 7).
Applicants responded to those comments above in response to comments by other parties, and

OPAE's other comments are addressed below.

1. Renewable Installations

OPAE argues (p. 5) that AES should commit to establishing a program to offer a
long-term contract for new renewable installations to spur additional investment in the region.
AES does have extensive experience regarding renewable energy, and Applicants believe that
DP&L will benefit from its experience. However, the Commission should reject OPAE's
comment that DP&L. should be required to enter into long-term contracts for renewable energy
for the following three separate and independent reasons. First, whether DP&L should enter
long-term contracts for renewable energy installations has nothing to do with the issues in this

case. Renewable energy targets are established in Ohio Rev. Code § 4928.64, and DP&L's
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efforts to comply with that section will be considered in other proceedings. Second, given the
competitive nature of the Ohio electric industry, the Commission should not order DP&L to
enter into any long-term contracts, whether those contracts are long-term Purchase Power
Agreements (PPAs) from renewable projects, or any other long-term contracts. Without
assurances of long-term cost recovery, the risk of entering into long-term commitments is simply
too great. Third, if the Commission were to order DP&L to enter into long-term PPAs, DP&L
and its customers would suffer because DP&L would have no bargaining leverage: the parties
with which DP&L would negotiate would know that DP&IL had been ordered to enter into
contracts, so they would be free to stick to unfavorable terms, conditions or pricing that could
result in inflated energy prices to Ohio's ultimate consumers. OPAE's suggestion would

hamstring DP&L, would harm DP&L's customers, and is unworkable.

2, Smart Meters

OPALE states (pp. 7-8) that smart meters should not be installed unless they can be
shown to be cost-effective for consumers. While Applicants believe that this comment is
irrelevant to the issue in this proceeding, Applicants do agree that Smart Meters should be

installed only if they are proven to be cost-effective.

E. ECOS ENERGY LLC'S COMMENTS

Ecos Energy LL.C claimed (pp. 4-5) in its comments that Indianapolis Power &
Light Company "attempted to rescind" a renewable energy tariff, "escape a renewable energy
commitment" or "disavow" that tariff. The Commission should reject that comment for two
reasons. First, Ecos is attempting to inject into this proceeding a matter that is currently pending
before the Indiana Utility Regulatory Commission. Second, IPL has not attempted to "rescind,"

"escape" or "disavow" any renewable energy tariff. If IPL’s position is accepted by the Indiana
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Utility Regulatory Commission, then the tariff will continue to be available to encourage actual
IPL customers to invest in renewable energy facilities as intended. While IPL’s position impacts
the ability of Ecos and other developers to directly participate under the tariff, IPL has continued

to work with actual customers who are interested in investing in rencwable resources,

The insinuation that IPL’s actions call into question its commitment to the
environment is similarly false. Without any mandate, IPL adopted the renewable energy tariff
and other imitiatives such as its green energy rate, historical demand side management investment
and power purchase agreements with wind farms. These actions demonstrate IPL’s commitment
to the environment. In fact, IPL estimates that approximately 7% of its retail sales by the end of
2011 will be secured from non-traditional resources. This progress demonstrates the importance

to IPL and AES of including renewable resources in their energy portfolio.

F. FIRSTENERGY SOLUTIONS CORP.'S COMMENTS

FirstEnergy Solutions Corporation identifies (pp. 3-8) numerous charges and
practices of DP&L that FES claims inhibit competition in DP&L's service territory. Specifically,
FES asserts that some of DP&L's switching-related charges are too high and that some of
DP&L's switching rules and practices are difficult to comply with. Id. To advantage itself, FES
argues that, as a condition of approving the merger Application, the Commission should require
DP&L to lower its various charges and to alter its various practices. Id. The Commission should

reject FES's comments for the following reasons.

As an initial matter, DP&L's switching-related charges and practices are entirely
irrelevant to whether the Commission should approve the proposed merger. The issue in this

case is whether the merger will "promote the public convenience and result in the provision of
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adequate service for a reasonable rate.” Ohio Rev. Code § 4905.402(B). The reasonableness of

DP&L's switching-related charges and practices simply has no bearing on that issue.

Indeed, DP&L has recently filed a proposed revision to its Supplier Coordination
Tariff (G8 Tariff) in which DP&L has proposed various modifications to its tariff provisions to
comply with changes to the Ohio Administrative Code and to implement operational and
business practice changes. Case No. 11-4504-EL-ATA. FES's concerns relating to DP&L's

retail customer choice program are more appropriately raised in that proceeding.

As an aside, it should be noted that most of FES's comments are without basis or
are misleading. For example, FES claims that DP&L's interval meter threshold (100 kW) is
Jower than that used by other Ohio utilities, but both Duke and DP&L use a 100 kW threshold.
In addition, FES implies that DP&L offers percentage off price-to-compare rate-ready billing to
DP&L's affiliate, DPLER, but not to other CRES providers, but that is not true. DPLER
calculates the percentage off billing itself, and then provides rates to DP&L; DP&L provides the
same service to FES. Finally, many of FES's comments focus on charges or practices that were
authorized by earlier stipulations that were approved by the Commission (e.g., $0.20 per bill for
rate-ready consolidated billing, CRES providers will pay $1,000 for requests for additional rates
structures or changes to rate structures). FES's comments are not well founded, as DP&L will

demonstrate if and when FES raises them in an appropriate proceeding.

G. DWANE INGALLS'S COMMENTS

The Commission has received a letter from Dwayne Ingalls, a former employee of
Indianapolis Power & Light Co., suggesting that the Commission review the Application in light

of alleged under-investment in operations and maintenance at IPL. Mr. Ingalls has raised these
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issues in numerous administrative proceedings in Indiana and there has never been a single
finding validating any of his claims in any proceeding. The Commission should give no weight

to any of his allegations in this proceeding.

V. CONCLUSION

The proposed merger will result in DP&L being part of a much larger entity that
is better able to compete and to adapt to the changes of the modern utility industry. The merger
will promote the public convenience and result in adequate service at reasonable rates, and it

should be approved by the Commission.
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