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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 Ohio :corporation
("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 approvél 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 b§ recent
transactions such as FirstEnergy/Allegheny Energy, Duke/Cinergy, Duke/Progress
Energy, PPL/LG&E and Kentucky Ultilities, 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'ation 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 Agreemel;t provides

that, for a period of at least two years following the merger, DPL Inc. and DP&L will
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maintain their operating headquarters in Dayton, Ohio and DP&L will maintain the
DP&IL. 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 Chio
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).




L DESCRIPTION OF THE APPLICANTS
A, AES

AES is a corporation duly brganized 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 St;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&IL.. DP&L provides electric service to approximately 500,000 retail customers in
West Central Ohio. DPL Inc. owns, through its subsidiaries, approximately 3,800
megawatis 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
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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 Woﬂd result
in DPL Ine. becoming part of an organization with more than a tenfold increase 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 CONVENIENCE

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. Agrecrﬁent, §§ 5.5. In additioh, 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 commaodities, enhanced management of the risks of environmental compliance, and

utilization of emerging technology.

Renewables and Energy Storage

AES has extensive experience developing and operating rene{wable
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 Solat 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 Mountain wind farm
in Pennsylvania, which includes 32MW of energy storage. A third wind proj#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
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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 PIM, 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
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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. IPL
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 opportunitiés 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 PJM
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 ﬁager 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.

10



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 aggregate 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 fbllowing the
merger. Agreement, § 5.15. The merger will thus protect the economy of the Dayton

area and will not negatively impact State employment levels.

Further, both DPL Inc. and AES have strong commitments to their
communities. Ior 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
Coromission 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
Scparation 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 Commission'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 yea;fs 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

13



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.

Respectfully submitted,
Daniel R. Conway (0023 OW
(Counsel of Record) '

Andrew C. Emerson (0071994)
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41 South High Street
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EXECUTION VERSION

AGREEMENT AND PLAN OF MERGER

by and among

DPL INC,,

THE AES CORPORATION

and

DOLPHIN SUB, INC.

Dated as of April 19, 2011
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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:

ARTICLEI

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 corporation in



the Merger (the “Surviving Corporation”) and a direct or indirect wholly-owned subsidiaw 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
hereinafter 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 debts, liabilities, duties and obligations of the Surviving Corporation, all as
provided under the OGCL and the other applicable Laws.

Section 1.5 Aurticles 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 either 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 11

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 Sharcholders 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 thereto, 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 If. 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 Sharchoider 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 shall or shall cause the Surviving Corporation to, prompily
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 receive the
Merger Consideration pursuant to Section 2.1(a) or Section 2.4, (ii) a letter of transmiital (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 shail 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 reasonably 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 swrrendered 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 Common 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 II 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.

{¢)  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 Destroyed 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 thereof 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 sharcholder 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 shail 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, if 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

7



(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 shali 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 shail 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 each 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.

(f) 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, schedulcs, 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 the 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 Disclosurc 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)(i1) 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)(iii) 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.

(©) 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, liabilitics, 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
(i1) 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 PJM 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 published
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 expected 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 Subsidiari¢s
(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 LL.C, 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, transterred 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.

(c)  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.

(f) 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 Shareholder 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 15 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 Shareholders’ 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
“PUCQ™), (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 consummation 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 bencfit 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 becn 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 hercof (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, Financial Statements and Utility Repotts.

(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 (f), respectively, of Rule 13a-15 under the Exchange Act) as required by Rule 13a-15(¢)
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.

{©) 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 andited
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.

(¢)  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.

H 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 carlier 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 Discontimued
Business. The Company has no liabilities or ongoing obligations with respect to the
Discontinued Business, including with respect to capital calls or associated guarantees. The term

18



“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 (iii) 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 Janvary 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 catry on their businesses as they are now being conducted (the “Compaty 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 shail 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.

3] 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 Returhs, 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 Emplovee 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,
each 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.

() 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 benetfits, 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 agrecment 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.

(¢)  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 material 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 lLiability 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.

{(c) 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 lifc and natural resources.

(ii)  “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, ¢leanup,
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, Qils, 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) each 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 Leased
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,
cxcept 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, each 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 are 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.

(c)  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 Materia] 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
to 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 ftem 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 Antitakeogver Statutes; Rights Plan.

(2)  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 consummatjon 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 opinidn 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 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 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 Agreement.

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 Effect” means any
event, change, effect, development, condition or occurrence that, individually 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 hereafier 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 (cellectively, 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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(¢)  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 reasonably 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.

Section4.5  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 & Smith,
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 HI 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 watranties 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 busingss, assets and
liabilitics 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  Ownership 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 Sybsidiaries.
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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.

Section4.11 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 III 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
their 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 requirements of any stock exchange or regulatory agency or commission
applicable to the Company, (ii) 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 rate 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;

(u1)  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 5.3
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(b)(v) 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 $1¢.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

33



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;

(viti) 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 assects 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, Facilitics 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, ¢r 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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unrcasonably 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 a 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 t0 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 shall 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 thercafter),

{(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 not
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
clection, (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
propetty 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 (MRO) 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 result 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,
however, 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 alternative 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 iaws and
all of the Company’s and its Subsidiaries’ 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.

(@)  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 ¢fforts 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 “Inguiry™), 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 furnished or made available by the
Company to Parent) or (B) the Company from taking and disclosing to its sharcholders 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 committee 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, a 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)  Asused 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;

(1)  “Company Acquisition Transaction” shall mean any transaction or
series of transactions involving: (@) any merger, consclidation, 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 Offer” 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 #egulatory
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 Shareholders’ 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 prompitly as practicable to
any comments or requests of the SEC on the preliminary Proxy Statement and the Company
shall use reasonable best efforts 1o 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 shareholders 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. If 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 5.3(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 a 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 info 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.

(¢)  Ifand 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.

(f) 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
Governimental 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 consummate 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 otherwisc 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 (f) 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.

() 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, “reasonsble
best efforts” shall not require, any party to sell, or agree to sell, hold or agree to hold separate, or
otherwise dispose or agrec to dispose of any asset, or conduct or agree to conduct its business in
any particular manner, agree 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 théreto 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 materiaily 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 (1)
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 contempiated 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 1s 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
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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 Subsidiarics 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 employees 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 attorneys’ 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 incorporation
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 aperiod 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.

(f) 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 three 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 information in connection therewith, including the preparation of
appropriate discussions of business, financial statements, pro forma financials, projections,

56



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 Atrticle 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.

(c)  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 I
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 shall 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.

58



(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 fuifillment (or

waiver by all parties) at or prior to the Effective Time of the following conditions:
(@)  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 Obligation 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 shali be true and
correct both when made and at and as of the Initial Date, as if made at and as of su¢h 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 (ii) 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.

(¢) 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 shali 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 DQJ 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 in
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
Subsidiaries;

{c) 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 ecither 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;

) 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
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 6.3 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 Shareholder
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
Agreement shall terminate (except for the provisions of Sections 35.13(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 (i1) (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 shatl
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 consuitation 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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(c)  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

MISCELLANEOQUS

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 proceceding 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 Manbattan in the City of New York. Each of the parties hereto hereby irrevocably submits
with regard to any such action or procceding 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 partics 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 matter 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.

1365 Woodman Drive

Dayton, Ohio 45432

Facsimile: (937) 259-7386

Attention: Frederick J. Boyie,
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

Attention: 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
shail 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 Schedute
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 hercunder 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 (jii) 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 whormn 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 drafied 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 documents 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 partnership).
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 partics hereto have caused this Agreement to be éuly '
executed and delivered as of the date first above written. '

THE AES CORPORATION

By:

" Name: Edward Hail, 11
Title: Executive Vice Pregident

DOLPHIN SUB, INC,

" Name: Edward Hall, 111
Title: President

[Signature Page to Merger Agreement]



IN WITNESS WHEREQF, 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

o 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, schools and
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% Africa3%

Renewables | . .
Natural Gas North America RTINS Latin America

Coal Europe, Middle East & Asia

AES Global Business Portfolio

29 countries/5 continents:  AES Operations breadth
29,000:  AES global workforce
14:  AESrepulated utilities
40,498 MW:  Total AES generation capacity in operation
79,000 GWh:  Electricity sold to AES customers




Proporticnal Free Cash Flow
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CHAIRMAN AND CEO 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 portfolic 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 tengthy period while 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
51 billion in corporate debt and invested nearly $1 billion in new growth
oppaortunities. We were able to accormnplish this as a result of the collective
efforts of the 29,000 people at AES, including plant operators, technicians,
and support teams who make our business of electricity generation and
distribution possible.

Financial Results

We are pleased 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 $200 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 allawed us to satisfy higher demand there as well.

Building on the progress we made in 2009, we further strengthened our
balarice sheet this year, increasing our flexibility to deploy capital in value
accretive ways. In addition to paying down nearly $1 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 financiat
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 10 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 2010 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 cutage rate by 70%.

The power industry in North America experienced volatile commodity market conditions in 2010. Continued dectines
in natural gas prices impacted our merchant solid fuel-fired plants. As a result, these plants 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, earlier this year, we were able to fully restart construction at Campiche, our 270 MW
coal-fired project in Chile, when the Supreme Court of Chile upheld the validity of our 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 operations. 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 mast 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 improvernent. 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 aur business model. 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, 3 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) $1.58 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 pawer 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 48% of our 1,200 MW Mong Ducng 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 exarmple of our ability to attract the interest and support of partners with vast
experience in the markets in which we operate.

Blueprint for 2011 and Beyond

In 2011 and beyend, 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 strearnlining 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 alighment of our executive compensation structure with the interests
of our sharehotders 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 nurmber of very attractive markets around the globe today, but we will be
concentrating our efforts on thase 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 partfolio.



Looking forward, we see the greatest opportunity for AES in some markets where we already have a rfnajor foetprint,
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
cormnmitments 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 ta 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 Sl Rbirncata

Phil CGdeen Paul Hanrahan
Chairman of the Board President and Chief Executive Officer
March 1, 2011 March 1, 2011



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 $ {om® § 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 0.218

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 Capftal Expenditures i 55

Growth Capital Expenditures 1,535 1,916
Total Capital Expenditures : $ 2,332 $ 2,538
Reconciliation of Proportional Operating Cash Flow "

Consolidated Operating Cash Flow $ 3,510 $ 2202

Less: Proportional Adjustment Factor 1,609 B71
Proportional Operating Cash Flow $ 1,901 $ 1,33
Reconciliation of Free Cash Flow ("% |

Net Cash from Operating Activities $ 3,510 § 2,202

Less: Maintenance Capital Expenditures, excluding environmental 726 567

Less: Environmental Capital Expenditures 71 55
Free Cash Flow $ 2,713 $ 1,580
Recanciliation of Proportional Free Cash Flow (94

Proportional Net Cash from Operating Activities $ 1901 $ 133

Less: Proportional Maintenance Capital Expenditures 357 438
Proportional Free Cash Flow (0.1 § 1,344 $ 893
Reconciliation of Proportional Gross Margin ('

Consolidated Gross Margin $ 3964 $ 3433

Less: Proporticnal Adjustment Factor 1,671 1419
Proportionat Gross Margin (" $ 2,293 $ 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
to impairments, and {e) costs due to 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 include 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 ar 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) Forthe year ended Decernber 31, 2010 the Company reported a loss from continuing operations. For purposes of measuring loss per share
under GAAP, common stock equivalents were excluded from 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
inthe caleulation 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-to-market {gains)/losses were net of income tax per share of $0.00 and 50.01 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 twelve manths 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) Ameunt includes: Kazakhstan gain of $98 million, or $0.15 per share, related to the termination of a management agreement as weil as
a gain 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
associzted 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 orimarity includes asset impairments at Eastern Energy of $827 million, Southland (Huntington Beach) of $200 millian, Tisza of
$85 million, and Deepwater of $79 million ($537 mitlion, ar $0.69 per share, $130 millicn, or $0.17 per share, $69 million, or $0.09 per
share, and $51 million, or $0,07 per share, net of income tax, respectively) and goodwill impairment at Deepwater of $18 miliion (or $0.02
per share, with no income tax impact).

(8) Amount includes: Goodwill impairments at Kilroot of $118 mitlion, or $0.18 per share, and in the Ukraine of $4 million, ¢r $0.01 per share;
write-off of development project costs in Latin Amarica and Asia of $19 million {13 million net of noncontrofting interests, or $0.01 per
share) and an impairment of $10 miltion, or $0.01 per share, of the Company's investment in a company 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 debr at the Parent Company of $15 million, at Andres of 510 million, and at ftabo of $8 million
($10 million, or $0.01 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 Itaba).

(10) Free cash flow {a non-GAAP financial measure) is defined as net cash from operating activities less maintenance capital expenditures
{including ervironmental capital expenditures). ATS believes that free cash flow is a useful measure for evaluating our financial condition
because it represents the amount of cash provided by operations tess maintenance capital expenditures as defined by our businesses, that
may be available for investing or for repaying debt,

—
P
—

Pl

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. Accordingly, 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 econamics of the underlying metric. The
Company believes that the Proportional metrics are useful to investors because they exclude the economic share in the metric presented
that is held 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 noncentrolling interests. Proportional Operating Cash Flow
removes the share of operating cash flow allocable to noncontrolling interests and therefore may act as an aid in the vatuation of the
Company. Proportional metrics are recenciled to the nearest GAAP measure. Certain assumptions have been made to gstimate 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 attributable to noncontrolling interests or dividends paid during a given period; i)
the Cempany's econsmic interest for entities accounted for using the hypothetical liquidation at book value method is:100%; (iv} individual
operating performance of the Campany’s equity method investments is not reflected and (v} all intercompany amaunts have been excluded
as applicable.
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Highlights

2010 2009 2008
Market value per share at December 31 $ 25.71 $ 27.60 $ 22.84
Earnings (millions) $ 290.3 3 229.1 3 244.5
Earnings per share of common stock - Basic: S 2.51 $ 2.03 $ 222
Earnings per share of common stock — Diluted: $ 2.50 $ 2.01 3 212
Average shares outstanding (millions)
Basic 115.6 1129 110.2
Diluted 116.1 114.2 115.4
Net cash provided by operating activities (millions) $ 454.2 $ 524.7 $ 361.2
Long term debt including 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 paid per share 5 1.21 $ 1.14 $ 1.10
System peak load - MW (calendar year) 2,909 2,909 3,027
Average retail price per kWh (calendar year) {(cents/kwh) 10.04 9.01 813
DPL Generating Units Corporate Profile
DPL was narmed one of Forbes’ “100 Most Trustworthy
e G A petet - iy ga% Companies” for the second consecutive year in 2010.
' ot < DPL's principal subsidiaries include The Dayton Power
; . é and Light Company (DP&L); DPL Energy, LLC (DPLE); and
Toleza & Cleveiang > DPL Energy Rescurces, Inc. (DPLER). DP&L, a regulated
> electric utility, provides service to over 500,000 retail
oMt O z customers in West Central Ohio;, DPLE engages in the
y operation of merchant peaking generation facilities; and
Martpeler DPLER is a competitive retail electric supplier in Qhio,
< S g selling to major industrial and commercial customers.
z o Coumpus 2 DPL, through its subsidiaries, owns approximately
o ' - 3,800 megawatts of generaticn capacity, of which 2,800
: . megawatts are low cost coal-fired units and 1,000
o FO(}' B @p@ megawaltts are natural gas and diesel peaking units.
ot o ! cLBae;x|0rd Further information can be found at www.dplinc.com.
+ Zimmer y
stuars 1" About the Cover Artist
- Gharleston Dayton artist James Pate created the cover for this year's anmue!

. Louisville _ Frankiart

KENTLUCKY

WEST VIRGINIA

Natural Gas Peaking Generafion Units

® Wholly & Commonly Owned Coal-Fired Generating Plants

report. After reading the company’s history and reviewing hundreds
of photographs, he bagan 1o create the collage
that hightights important points in the history of
L Dayton Power and Light

A native of Cincinnalf, Pate attended 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,

To encourage students o slay in school, Pate serves as an
educational art consultant to the Daylon Public Schools. His ant
has been extibited in galleries throughout the U.S., inciuding the
Museurn of Science and Industry in Chicago and the National
Civil Rights Museum in Memphis. Earfier this year, he was part 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 position, investment
grade debt ratings across -
each of the major rating agen-
cies, ag'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 Today,; 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 - '~~~ . . L R
Frank Tait said, “The Dayton Power and Light Company JEl‘lerna! Hecogmtlon of DPL Toor oL e
is an Chio institution operating through- b :i:? -

T Tam pleased to report that DPL again received
. mvestment—grade credit ratings frpm the major ratmg
serwces (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 as of Dctober 2010 ey 2
a few individuals, -is ownep by 2,565 "+ Moody's Investors Senvice: Baa, smqlemekwmm Do

shareholders, of which number only
42 own more than 100 shares each.” * * Standard & Poor's Corp BBB+, stable outlook.as 0[Apnt=220_.'§0 f .f :{;j

e

“Today, there are 19,875 shareh o%degs of DPL Iné. In August 2010, DPL was again named -9Re saf- ety

throughout the world. Approximatety-one half are - Forbes’ "100 Most Trustworthy Companres for < T
large. institutional shareholders and the other half are : the second congggutive year. The company,avalues '
individuat investors. cow mtegmy and tfu§l\ﬂ5fthlnesa are reflected in dtir "+

- pacetnent on the Fst The company's core vthesserve~ ;
- asthefodnda Yor its long-term succiss.

: T %ZS Fortnightly ranked DPL;mc. as’ the™ j‘ .

The region's econamy began to show signs Gf'fecaieehslr k e ,:b smnergycqmpany in the country ir] ZOTOWE?J e -
in 2010 and our earnings per share also mdreaséa’ ) COHd*VBﬂ'“'“ a row. The Fortnightly annua’r ,'_?'"VEY"

during the year. In 2010 our diluted eamings were " evqluates the financial results of tﬁe past }9 1@53 for ,‘_‘_

$2.50 per share, compared to $2.01, per shafa fer thg-:u, iLI st ,_,[g"?tl;‘gjlpanles :
same period in-2008. Earlier this year we reafflrme J{ . "4} s we lodk toward the next 16@ ye ﬂd'mb s
:i

Strong Performance and Plrofi!e‘ =

E ,--15-

A..-l

2011 earnings guidance of $2.30 t0.§2.55 per A i_;v..' " 'Erp to-thg DPL legacy. | see & dema 'qmg futurd; w;t‘h '
During the latter part of 2010, DPL’s board oty s *#,‘.. E %;:hangmg fe@ latory environmert new tech bgv -

directors approved WO measures 1o return value b our J I ang a recgyeri ng economy. | haV confidence inthe T

sharehotders. In October, we announced a_rmép;w —3. @mpaﬁ“ﬁﬁmmqyees and exec@we tedmﬁide}ye éis

year, $200 million stock repurchase plan. Uﬁder this - % hey.ha\eem our recent challengtnb times:. - f

plan, DPL may repurchase its common stock cows “-byaur Bosid of directors is vety proudto. be & L .,'}

from time to time in the open market throu pnvale u aseomated WJth E)PL and to be a smglL part Ofg\ ext :

fransactions or otherwise, on such terms and,conditionst , 100 years We sincerely sfppremate your continyed

as the company deems appropriate. Although-the plar 1; ;.upporraﬁd Jnﬁéstment in DPL ST ,\:‘\

will run through the end of 2013, it may be modified ;
or terminated at any time without notice. Tcﬂ&léte K
approximately 2 million shares have been repur hased 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 & . & o T
“This marks the sixth consecutive year that the company Chairman ST @ _’;J;-r:;“."“?"‘,;,
_ has increased the dividend rate. Going forward, the - Mareh 1,201y ST o V
boerd of difestors WII| cpnnnue to"évatuate the dividend . e RN ”“*‘\»} At
" adfhually, or mere fréguenty SR ] A ;J—' o



President & CEO’s Letter

Paul M. Barbas
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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 elements
will continue to be areas of focus
and help support the future economic
growih of the Miami Valley:
* Safety
* Reliable Service : b
= Generation Performance
Continued Investmentin
*~QOur Business and Our Communities

DPL continues to invest in the Miami
Valley with. our eyes on the future. For-_.
examr:‘le o pave the way for grow!h

DP&L began building two new substa
tions in 2010. Substation technology X
has evolved considerabiy over the past

* enhanced reliatility whilg supportmg

£

to support business growth in Preble

County. The facility is strategically

located near Silfex:-!hc.-{o ensure

a constant flow of power; which ig -= ‘ 4
critical 10 their operahons Thig ta.cmty T
in Eaton, Oh%o is. médatgesI51llcon

growing faclllty irf trie world: And,

all of our cugfemers in Prebla County

wilt benefit frorh the new suibstatien

when |t beglns ogeratrqr;m the f:rst

qua;ter of Bg-ﬁ--f\ddiffﬂﬁa“y, the o

millién Caesar C*Ele‘k.substatlon was

also built in 2010, srving Caesar,. .
Creek, Clarksuilleiand the rural parts of ’f

Clinton and Warren countieg proyiding

[N
Teal,

future growth. ;- :
_ Averylmportant ecomomic - -

Ty e

. engine for the Dayton region and ORio

is Wright-Patterson Air Force Base

‘ ((WPAFB). We have been supporting

the base from its"beginnings. Bac;g in

1915 DP&L madq,a Iarge mveﬁEg_ﬁ N
it e power"?
ih”e

mstltunFns beg n ¥

100 years. New controts and monitor- | lDamni 3 dd
ing equipfrient pravide information on. Cﬁ@ [o-relgEat
equipment healtn (temperaturés, T‘%«"O’ﬁ '

. Lx
volta"ges 'status of breakers), ensure ‘j FU&#&"\}MW

_ "‘
3 voltqge stability and enabte faster Pygﬂ‘ %‘%ﬂﬁ@ﬂcmlon -
sefvice restoration. The evolution frc:rf‘fJ for an airbe& n-part ttumd‘lﬁé; ' k
electromeghanical relays to digital R xEhg fadilitie’ M
relays provides additional system L ! WhICh were focaﬁe‘d"m?%hofpayten,
protection, control and, ultmately, 17 __A decnswe /actor)mﬁg mﬂntarﬁ? “?
improved reliability. A deGIB!ﬂﬂ wag DPa
. DP&L recently invested $3.5
mrlllon dollars in a new electric g

substation to increase reliability and

S




would be abtle to supply the base
with the needed electrical power.
McCook was later relocated to Wright
Field, which eventually bhecame 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 to own,
operate and maintain the assets for

the distribution and transmission of -

electricity at WPAFB. After a one-
vear transition, in March 2011, DP&L
assumed ownership of the electrical

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 Ohio. ol

- -‘-.

reliab‘nity standards. = T i
" Also last year, DP&L Jaunched a 1+ ",
new Business Call Center.dedicated‘" R

solely 1o addrassang the complex. e
needs of its busrness customerg,”™
ﬁ_sstect number of expenenceq_

N fi
}"r

Addresging Ohio’s Energy Goals:.

DPLis actively working to cofply

requn@s@that 12.5% of Ohm‘s energy

needs be generated by, renawable

rescurces by 2025 To be abie to meet

this aggressive goar we are evaruat-

ing the viability of sdlar reseurces

_ and alternative fue! sources, such as

N biomass For example, at our Kiflen

 Station we have been testing technoio—

gies for co- flnng blomass -with coal.
Addmonally dunng the first

o o

", with @hio's energy 'usgislat‘u:rn1 which.; .

assets at the base and now operates,-.. & ¢ re;a-esentatrves received adchtronal b quarter of 201 W compléted L

. . X . - . " '
maintains and repairs the eguipment. training to provide enhanced suppoﬁ; construdtion oj.our Yankee.Sofar ey
We will be working a ongsmie WPAFB fdr this servrce The company also Array, which came online at the endof - 5_*"_ ==

March. It was the first solar mstaﬂdtibﬁ -
built by a utilty in the state, THe 1.1. ,i 1 g_
megawatt array consists of9’1 2Qsolar if ’

panels coverrng 7 acres in sout[;em . ’,: 2”' -

‘ta understand their growth plans and
System requirements to be able to .
support the base in fulfiling its many
critical migsions, -

In the interest of strengthenlng-the '
level of service to the commun:tres we
serve, vie revitalized ang expanced 4w
our Community Ambassador program
last year. We now have, asmployee

’ ambassadors in the program
¢overing 37 local governments. ‘a_

" These employees formally .represent

DP&L in the municipality in which

purchased an'onnns energy referénce
library for busmess custemers»
_that pr‘ovrds‘s detailed information
- on how to reduce energy costs for
" a variety of industries. The Business
-"Savings‘Ltbrary is available on
dpandl com.
\ As a reflection of our- contmurng—
¥ focus upon customer setvice, DP&L'S’
"E:;?stomer satisfaction scores, as meas--
-ured by J.D. Power and Assobiates -
mcreased across our customer base
For business customers thé'store
they live. The program provides the Liorose near!y 30 pomts. in the residential
communities with a singie point of . customer satisfaction study; DP&L was
contact w;th DP&t. and enh&nces Ouf " ohe o? 15f ‘rnost improved brands” in
relatronshaps with local governmsnts the U.S. jn 2010
The ambassadors attend council T :
“meetings, meet with government and

Montgomery @qunty Ttl;e g_gay B ...'J ’*:'

features & vrs:ttnr ] Iearnmg kiosk that IS -
open daily for self- -guided visits,
Another mpor;ant compbnent of
* Ohio's energy legislation cal:s for the
“reduction of electncrty consumptm—--
by 22% by the end of 3025 Startlng
in 2009 and W@T_f};‘g PAL -
laurched €ni é’ﬁsfr clbncy{srograms
for business and‘resrdenttal*customefs
to'help meet thls goal. Our |n|t|al
calculations’show that these programs P
have saved enough 3ner@;u9—powﬁ
24,000 homes fo; a year. The energy .-
efficiency tnltlatlves i‘nclucﬁa hghflng

n* '

f o N e s e i :
- community leadars on a regular basis N ‘discounts, appllanee reoychng. ,_ﬁ_; 3
. ) [ R E U e
. and often serve cn community boards. Ty HVAC rebates,and:ceollng t'uﬁe- e T
The employees have an inherent - . . ups»asweli as unlquebusmess and R
interest in helping the communities to S government rebdtess -, T 7
be successful, as it is where they live * s < : e )
| . [ <1 :
and raige their familigs. SN c . continued
‘ i P .
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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-knock™ 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 significant!y
reduced with the introduction of the
new anti-knock gasoline.

Later in the 1270s and early
1980s, DP&L's Transportation team,
led by Jack Hounshell who is now
i his 42nd-year with the company,
purchased six electric cars (Ford
and Dodge} and converted 20 other
vehicles to compressed natural
gas for the fleet.

throughout the country to further our
understanding of the system impacis.
The geal of the company's plug:in
electric vehicle research that began
in 2009 is 1o ensure that customers"
electrical service from DP&L will
support their charging needs as
eleciric vehicles become Bvailabie

in our region. __—

Lighting the Way for "iﬂli—‘feaqs
Since its earliest days, DPL and jts -
employees have been integral to
helping improve and maintain the
guality of life in the communities

we serve. And in our challenging

“econemic climate, DPL employees

. stepped up their support in the
areas where they.live and work. in
2010 employees pledged more
than $250,000 to the United Way.
Combined with $200,000 prowd’ed -

by the DR&L Femui@hm DEL';S T

The company centinues tc Ioek -. --totat yearlyJ.Jmted Way comnbunoe :
to the future and at our customers’ was mo:rg' §-711] $450 OGD o
evolving needs. History repeated itself In aww

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 steti‘eﬁs on order. The
company is also participating in the
testing of a variety of electric vehicles

$1 million the OPL F Foundatlcm LH ki -

provides to a variety oF cn\nc C _lthral
ol
and youth prgan| ers, "h

of DPL emq‘joyees_iroimeer Hely

e -
‘and effort rwa“ﬁnetybnmoh tb ¥

causes. Fromeemﬁg %n Sc:goef

‘boards toe Yﬁﬂ_&f) th po ahd:a 2

mentorlﬁ.]g -rigk chlldren nd teens‘
the compary. strordly suppo:té‘am:du
encourgfes employee volunteer” -

afforts t rroughcut oq[ re 400

The é‘r—'etrre cempany paﬂnfnpatev‘ :

in the anglu'al Fol or Frig|
=14 AN O "
campaiggn, derfating rjg&’?ﬂy 7,008
pounds of fobd at the engof 2010, -
i 1, e

’ ’Pree'#ient & Chief Executive O#lc‘er

uzJ

P—-—+

..,A...V

Many locations organized gift
collections tor different charities during
the holidays, and hald a number of
fundraising events throughout the year
far Jocal non-profit organizations.

Qur partnerships with

" organizations like the United Way

strengthen our communities. As DPL -
employees have done for 100 years,
we're warking to pro{ride a brighter
future for our next generation. N
‘ I'd like to thank our en'Tploy'ees o m_
the executive team and our boatd of = ©. - .=
directors for contribiiting to DPL's )
solid year in 204, I'in proud thdt we -
are contlnumg the p rformance
“and eommunity mvofvement that has g
been the company qsteﬁdafd«fep»ﬁ--cm o
the past 100 years.

Paul ﬁl Barbas

rch 1, 2011
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~ The Origins of
Dayton Power and Light

- from the combustion of hog grease

Lighting the Way }
for 100 Years

The Hills and Dales
DP&L Railway Company became
The Dayton Power and
g@ Light Company in the
) spring of 1811, but the
roots of DP&L date back
o 1848 when the Dayton Gas Light
and Coke Company was chartered,
primarily to iluminate city streets to
keep citizens safe.
Dayton Gas Light generated gas

cbtained from nearby slaughter houses.

- The vapaor was pumped through

: machine. This same building was zlso

distribution lines to street lights, busi-
nesses and eventually to homes. In
1851 coal was substituted for grease.

Thomas Edison’s
First Incandescent Lamp

in the 1880s, after
Thomas Edison
demonstrated the
first incandescent
lamp in 1879,
electricity came
to Dayton via the
Brush Electric
Light and Motor
Company.

In atiny
building near
what was East First and Madison
Streets, where Defco Building No. 20
was later erected, the Brush company
installed z 23-lamp Fuller-Wood arc

the first cash register factory.

in 1883 Brush became the Dayton
Electric Light Company and Dayton
was one of the first cities in Ohio to light
its strests with electricity.

: Electric service first comes to Dayton with a power

plant and eleciric street lighting cperated by the
Dayton Electnc Light Cormpany

Frank M.Tait Provides Direction
for the Next 53 Years

An apprentice of
Thomas Edison,
Frank Tait made his
start in the utility
industry in 1823 ai
19 years old.
Edison’s
technology was
rapidly accepted
in the U.8. and
demand for electricity skyrocketed with
the development 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 Catasauqua,
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 1204, Tait's first assignment was

to come to Dayton to study the city's
electric light and power industry. His
evaluation led his employer to purchase
the Dayton Electric Light company.

A “heavy ing" construction crew, with its 1810
one-ton electric ruck. exdending hnes on
Cincinnati Pike. Driver is Harry rwin; on the truck:
Bob Maitheny, Harry Thompson, Bill Dunigan,
and Jimmy (last name unknown). Standing: Glen
Leiberger, Aoy Johnston and Frank Newman,

Following the acquisition and
consolidation of severa!l companies,
Frank Tait was elected t¢ the office

of president of DP&L on October 2,
1911, an office he heid until he became
chairman of the board in 1945, DP&L
was now a regional utility, extending

| electric service to West Carrollton,
Drexel, Trotwood, Ft. McKinley, Oshorn,
New Carlisle, Fairfield {(now Fairborn)
and Shiloh.

1913 Great Miami Valley Flood
Demonstrates Resourcefulness
of DP&L

April 3, 1913 |
Dayton Daily News front page

Headline:
Power and Liuhi; Reconstruction Fast

The Dayton Power and Light Company
has shown by their work at tha present
time to be very resourceful...

Both of the company’s power plants 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 to be dried cut
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 knaes 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, alcng 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 ziso 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, locomotives, derricks,
¢ drills and shop eguipment.

continued



© practiced Frank Taits "public-be-

© "service building” on the northeast

‘nerve center” of the company.

Turbine sales engineer, General Electric.

New Millers Ford Station Consolidates
and Centralizes Power Production

In 1915, BP&L purchased 28 acres
gouth of the city of Dayton, along

the bark ¢f the Great Miami River

for $23,818. The following year
construction began on fand that is just
west of 1-75 betwean the exits of Edwin
C. Moses Boulevard and Springboro
Pike. Many in the city believed it was
an overly ambitious undertaking.
When completed, Miliers Ford cost ithe
company nearly $7.7 mitlion.

When Millers Ford came online in
1918, the company’s Third and Fourth
Street stations were used for standby
purposes and aigo served to produce
steamn, as demand for steam service
had grown in the area.

N .

Jume 1940, Front Row. A R. Srmith, 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,

Power Production, DF&L; Arthur Parker, mechanical
engineer, Columbia Engineering Management; PE.
Murray engineer, Gansaral Electric; E.R. Kirkpatrick,

DP&L's investment in Millers Ford paid
off when at the conclusion of World War
l'in 1918, companies began to consider
the Dayton area as a possible location
to build or to relocate.

Roaring 1920s Bring Prosperity

The roaring 1920s were healthy and
prosperous for DP&L. The company

pleased” policy, serving customers
from a variety of locations in downtown
Dayton. DP&L began building a

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 operational

i Power Declines Dramatically

. October 29, 1829 with the baginning

i the company began to promote rural

18,000 customers.

| DP&L, like il U.S. companies, devoted

. Tait sensed a managerial change

DP&L's "genaral office” at 20 South Jeffarson Street
circa 1920s. On the side of the building a billboard
reads: "Caylight Your Kitchen 30 Days Free Tnal "

The service building was completed in
1923 and was home to the company’s
motor fleet. Also inthe 19208 the
company looked into new ways to meet
the future needs of its customers, such
as interconnection with other utilities
and "pawer poois” 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 househofds 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.

Cnce again, the company was investing
for the future of the region. By 1943
DP&L had constructed a total of 3,097
miles of rural lines, serving nearly

1940s Bring New Leader and Ultra-
Modern Electric Generating Station

its energy to the war effort. Acguisitions
and plant expansions were put on hold
untit the company's war emergency
priorities ended with peace in Europe
and the Pacific.

With the end of World War I, Frank

was necessary. He relinquished his
position and moved up to the position
of chairman of the board. In 1948,

i Kenneth C. Long, who had been

vice president and associate general
manager since 1936, was elected to
the office of president and general
manager, succeeding Frank 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 1210.
He studied electrical engineering
at Purdue University. He served his

i country in World War | as a commander

and returned to his job at DP&L, where
he had been converting industrial
power plants to 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
abilittes. Long was admired by his
associates and superiors.

Said about Kenneth C. Long: "His abifity to get at
the heart of problems is based on certain personal
characteristics. Being
born with arr infense
curiosity, he has
always shown a deep
interest in people

of all races and
creeds. This dominant
characteristic

has fed [0 a keen
understanding and
tolerance of men and

| women in all watks of life and forms the basis

for tis ability to handie sifuations with sound and
prophetic fudgment.”

¢ In 18486, the board of directors

desmed it “fiting 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 beccme Dayton Power

and Light. Millers Ford was renamed
Frank M. Tait Station,

The Millers Ford Power Plant was renamed

' Frank M. Tait Station on December 20, 1946.



Inside Tait Station circa 12403

A new plant was 10 be called the
C.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. In 1848,
before Hutchings died on July 3G, he
personally opened the throttle of the

© first 80,000 Kilowait turbo-generator

on July 12. He is remembered for his
fine spirit of loyally, fairness and high
ideals of service.

At the time, Huichings Station was
one of the finest steam electric stations
in the Eastern United States, and many
engineers came 1o study its layout,

Ry 1953 the sixth and last generator
installed at Hutchings was placed
into operation and the total cost of the
station tallied up to $47 millien.

The Dayton Power and Light mokto:

To know what to do is wisdom;
To know how to do it is skill;
To do a thing as it should be done is service.

Growth, Expansion and Additional
Generating Capacity

I 1953, DP&Ls fotal 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 chocse o
stay with DP&L for a long career.

A Tait Station turbine being repaired tiy Ted Wilks
(left) and Wilie Daviss.

On February 7, 1958 Frank Taft
relinguished hig position as chairman
of the board and accepted the title of

' "ghairman emeritus.” Kenneth Long
~ then became chairman and J.M. Stuart
i became president.

The power plant that would bear

this new president’s name began
construction in 1966 along the Ohio
River near Aberdeen, Ohio. 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 co-owned by
the successor companies of Cinginnat
Gas and Electric and Columbus and
Southern Ohio Electric Company. DP&L
built & 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 1860s 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. Between 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 542 million,

Also in the mid-1970s the Miami
Valley endured another significant,
natural disaster.

The Xenia tornadeo that struck on
April 3, 1974 was a massive F-5 that
killed over 30 people, leveled half
the town and left 10,000 homeless.

It rermaing among one of the most
destructive tornadoes in U.S. history.
Three high-voltage fransmission lines
were knocked out by the storm. In all,
DP&L suffered $1.7 million in repair and

. replacement costs of its equipment,

but electricity was restored by April &
and gas service by April 8,

By 1975 DP&L had 403,000
customners. Construction began on
Killen Station in 1976, along the Ohic
River, near Manchester, Ohio. It was

0y

completed in 1982 at a cost of $588
million. The plant is named after Robert
B. Killen, who guided the company

i as presidsnt 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 1870s and intc the

| 1980s the company became mare
. focused on customer service. In
response to rising energy costs and

inflation, the company created "budget
billing,” worked with social service
agencies and created payment

plans tor those having difficulty paying
their bills,

continued



In 1985 DPL Inc. was formed as &
holding company to provide a flexible
financiat organization for capital
investment and managerial control.

In the tate 1980s, demolition of

the 70-year-old Tait Station began.
During the 1890s 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
Chio 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 Irees can conduct
alectricity. View & video about the presentalion

on the DFP&L Website.

The company also created an
educational safety demenstration
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 1o bring the
presentation to schools and spedcial
events all over the Miami Valley,
Presentations are also available to
train police and fire professicnals who
may encounter dangerous electrical
situations. Cali 937-259-7925 or e-mall

. ThinkHotStaySafe@DPLINC com at

least two weeks in advance of the date
requested 1o schedule a presentation,
On August 8, 2007 DP&L

_ experienced an all-time record for the
| demand of electricity: 3,270 megawatts

(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
sarvice.

Also in 2009, DP&L began offering
new energy efficiency programs for
rasidential 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
million compact flucrescent light bulbs
discounted by DP&L have been sold in
the Miami Valley.

Initiaf calculations show that the
DPA&L efficiency programs have saved

enough energy to power 24,000 homes.

The programs for both residential and
business customers include fighting
discounis, appliance recycling, HVAC
rebates, cooling tune-ups and unigua
business and government rebates.

DP&Ls Yankee solar facifity was constructed in
parlnerstio with a nurnber of regional companies
led by Armmeridian Speciafty Servives, Inc.

of Cincinnati.

| DP&L began construction in late 2009 of a
1.1 megawait solar array near its Yankee
substation in Washington Township,
Montgomery County, Ohio. The state’s

. energy legislation calls for 25% of all
energy consumed by Ohioans to be from
alternative energy by 2025. Of that, 0.5%
must be solar energy. DP&L's Yankee
solar array consists of 9,120 soiar panels
constructed over 7 acres, and generates
enough electricity to power the equivalent
of 150 homes a year. The array cost
approximately $5 millien 1o build and was
complated 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
representatives
fieided 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 irt mind that not |/,
| ner any individual entirely is responsible
for what success our company has
obtained and hopes greatly to augment
in the future. Rather, let me remind all of
you it is the overall determination and
performance of all those men and
. wornen, who, each in his own capacity,
has performed and intends to carry
on in the future all the many duties and
rasponsibifities which, considered
as a whole, constitutes the teamwork’
that is the onfy means o ensure
continuing success.”

For more about DP&L and its employees visit
www.dpandl.com.
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