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Level 2 

Level 2 inputs are observable inputs other than Level 1 prices such as quoted prices for similar assets or  
liabilities, quoted prices in markets that are not active, or other inputs that are observable or can be corroborated 
by observable market data for substantially the full term of the assets or liabilities. Our Level 2 assets and  
liabilities include open-ended investment funds and forward contracts with quoted prices from over-the-counter 
(OTC) markets or direct broker quotes that are traded less frequently than exchange-traded instruments. 

Level 3 

Level 3 inputs are unobservable inputs that are supported by little or no market activity and that are significant  
to the fair value of the assets or liabilities. Our Level 3 assets and liabilities include asset retirement obligations  
that are initially recognized at fair value. 

Valuations of assets and liabilities reflect the value of the instrument including the values associated with  
counterparty risk and performance risk. With the issuance of SFAS 157, the accounting industry clarified that  
these values must also take into account our own credit standing.

The fair value of assets and liabilities measured on a recurring basis was determined as follows:

Assets and Liabilities Measured at Fair Value on a Recurring Basis 

  Level 1 Level 2 Level 3

 Fair Value at Based on Quoted Prices Based on Other Unobservable
 December 31, 2008 in Active Market Observable Inputs Inputs

$ in millions DPL DP&L(a) DPL DP&L(a) DPL DP&L DPL DP&L

Assets
 Master Trust Assets $ 13.1 $ 40.2 $ – $ 27.1 $ 13.1 $ 13.1 $ – $ –
 Derivative Assets   –   –  –   –   –   –  –  –

  Total $ 13.1 $ 40.2 $ – $ 27.1 $ 13.1 $ 13.1 $ – $ –

Liabilities
 Derivative Liabilities $ 6.6 $ 6.6 $ 6.3 $ 6.3 $ 0.3 $ 0.3 $ – $ –

  Total $ 6.6 $ 6.6 $ 6.3 $ 6.3 $ 0.3 $ 0.3 $ – $ –

(a)  DP&L holds DPL stock in the Master Trust that is eliminated in consolidation.

Generally, for financial assets held by the Master Trust and for heating oil futures, fair value is determined  
by reference to quoted market prices and other relevant information generated by market transactions.  
Level 2 inputs are used to value derivatives such as financial transmission rights where the quoted prices are  
from a relatively inactive market; forward power contracts which are valued using prices on the New York 
Mercantile Exchange (NYMEX) for similar contracts on the OTC market; and open-ended funds that are valued 
using the end of day Net Asset Value (NAV).

The fair value of assets and liabilities measured on a non-recurring basis was determined as follows:

Assets and Liabilities Measured at Fair Value on a Non-Recurring Basis 

  Level 1 Level 2 Level 3

 Fair Value at Based on Quoted Prices Based on Other Unobservable
 December 31, 2008 in Active Market Observable Inputs Inputs

$ in millions DPL DP&L DPL DP&L DPL DP&L DPL DP&L

Asset retirement obligations  
recorded during period $ 0.6 $ 0.6 $ – $ – $ – $ – $ 0.6 $  0.6

The fair value of an asset retirement obligation (ARO) is estimated by discounting expected cash outflows to  
their present value. Cash outflows are based on the approximate future disposal cost as determined by  
market information, historical information or management judgment. During the three months ended December 31, 
2008, DP&L added an additional layer to several asbestos removal and ash landfill AROs in the amount of  
$0.6 million due to changes in the cost and timing estimates for asbestos removal and ash landfill closures and  
the acceleration of the removal of some asbestos.

At December 31, 2008, DPL had $15.0 million in money market mutual funds classified as cash and cash 
equivalents in its consolidated balance sheet.




