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The Public Utilities Commission of Ohio
180 East Broad Street
Columbus, OH 43215

May 1, 2008

Re:  Columbus Southern Power Company
Case No. 07-683-E1-AIS

Gentlemen:

Enclosed on behalf of Ohio Power Company please find a copy of two ISDA Master Agreements
and the related Debt Instrument Anticipatory Hedging Transaction confirmations for entered into
by Ohio Power Company in connection with the issuance of its Sentor Notes.

. Very truly yours,
I
l- h /“___.——-———-'—\
i e T
T Dagtd C. House
DCH/jlh
Enclosures

c: Shahid Mahmud
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LEHMAN BROTHERS

Transaction
Date: 4 April, 2007
To: Ohio Power Company
Attention: Documentation Unit
From: Lehman Brothers Special Fimancing Inc.

Transaction Management Group
Facsimile: {(+1) 646-885-0351 (United States of America)
Telephone: 212-526-9570 (Louis P. Bardos}

Ref. Numbers: Risk ID: 14840151 / Effort 1D: N1313803 / Global Deal ID: 2973532

Dear Sir or Madam:

The purpose of this communication (this “Confirmation”) is to confirm the terms and conditions of the
transaction (the “Transaction”} entered into between Lehman Brothers Special Financing Inc. (“Party A™)
and Ohio Power Company (“Party B”) on the Trade Date specified below. This Confirmation constitutes
a “Confirmation” as veferred to in the Agreement specified below.

This Confirmation supplements, forms part of, and is subject to, the ISDA Master Agreement dated as of
23 May, 2005, as amended and supplemented from time to time, between Party A and Parly B (the
“Agreement”™). All provisions contained in the Agreement shall govern this Confirmation except as
expressly modified below.

The definitions and provisions contained in the 2000 ISDA Definitions as published by the International
Swaps and Derivatives Association, Inc. (the “Definifions™) are incorporated into this Confirmation. In
the event of any inconsistency between the Definitions and the terms of this Confirmation, this
Confirmation will govern. For the purpose of the Definitions, references herein to a “Transaction” shall

be deemed to be references to a “Swap Transaction™.

Party A and Party B each represents that enfering info the Transaction is within its capacily, 18 duly
authorized and does not violate any laws of its jurisdiction of organization or residence or the terms of
any agrecment to which it is a party. Party A and Party B each represents that (a) it is not relying on the
other party in connection with its decision to enter into this Transaction, and neither party is acting as an
advisor to or fiduciary of the other party in connection with this Transaction regardless of whether the
other party provides it with market information or its views; (b) it understands the risks of the Transaction
and any legal, regulatory, tax, accounting and cconomic consequences resulting therefrom; and [g) it has
determined based upon its own judgment and upon any advice received from its own professional
advisors as it has deemed necessary to consult that entering into the Transaction is appropiiate for such
party in light of its financial capabilities and objectives. Party A and Party B each represents that upon
due execution and delivery of this Confirmation, it will constitute a legally valid and binding obligation,
enforceable against it in accordance with its terms, subject to applicable principles of bankruptcy and
creditors’ rights generally and to equitable principles of general application.

LEHMAN BROTHERS SPECIAL FINANCING INC.
LEHMAN BROTHERS INC.
743 SEVENTH AVENUE, NEW YORK NY 14019



The terms of the particular Transaction to which this Confirmation relates are as follows:

General Terms:
Trade Date:
Effective Date:

Tenmination Date:

Notiopal Amount:

Floating Amounts:

Floating Amount Payer:

Floaiing Amount Payer Payment Dafes;

Floating Rate Option:

Designated Maturity:

Spread:

Floating Rate Day Count Fraction:
Reset Daies:

Fized Amounts:
Fixed Amount Payer:
Fixed Amount Payer Payment Dates:

Fixed Rate:
Fixed Rate Day Count Fraction:

Business Days:

Miscellaneous:
Calculation Agent:
Office:

03 April, 2007 -
05 April, 2007 «

03 Qciober, 2008, subject to adjustment in accordance
with the Modified Following Business Day
Convention,

USD 100,000,006.00 7

Party A

The 5th calendar day of each January, April, July, and
Qctober, from and including 05 July, 2007 to and’
including the Termination Date, subject to adjusiment
in accordance with the Modified Following Business
Day Convention.

USD-LIBOR-BBA
3 months -
Plas 0.18%.

Actual/360
The first day of each Calculation Period

Party B
The 5th calendar day of each January, April, Tuly, and
October, from and including 05 July, 2007 to and
including the Termination Date, subject to adjustment
in accordance with the Modified Following Business
Day Conventiomn,

5.192% per anpum -~

Actual/360

London; New York

Party A

For the purposes of this Transaction, Party A is not a
Multibranch Party, and the Office of Party B is its
Head Office.

Risl ID; 1484015L / Effort ID: 1313803 / Global Deal ID: 2979532
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Please confirm your agreement with the foregoing by executing ihis Confirmation and returning such
Confirmation, in ifs entirety, to us at facsimile number (+1) 646-885-9351 {(United States of America),

Attention: Confirmations Group.
Yours sincerely, Accepted and agreed to:

Lehman Brothers Special Financing Inc. Ohio Power Company

By /;{M é /62'@

Name: Anatoly Kozlov
Title: Authorized Signatory

By
Name: Stephan T. Haynes
" Assistant Treasurer

Risk If>; 148401 5L / Effort ID: 1313803 / Global Deal ID; 2979532
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1.

IDENTIFICATION FORM

FOR SECTION 1256(E) TREAS. REG §§ 1.1221-2 and 1.861-8T(b)(6)
DEBT INSTRUMENT ANTICIPATORY HEDGING TRANSACTION

The Hedge Transaction described below is hereby designated as a hedge of the Debt instrument described below for
purposes of Treas. Reg §1.1221-2(c) and Temp. Treas. Reg §1.861-9T(b)}6)(iv)(C). This designation is also intended to be

an identification

Date of Designation:

Debt Instrument:

@ Mmoo ®

Expected Date of Issuance

Type of Debt Instrument

Total Expected Issue Price
Expected Interest Provisions
Expected Maturity

Duration or Amount of Hedge
Cash Flow (interest and principal)

Hedging Transaction:

A,

Hedge Transaction
D‘ Regulated Futures Contract

B Option Contract

B Notional Principal Contract
(Specify)

E Other

(Specify)

Contract Date
Counterparty under Hedge Contract

Contract Maturity Date

41312007

4/3/2007

Bond

$400,000,000

Quarterly

4/5/2010

$100,000,000

Paying fixed interest at 5.192% Quarierly

OPCo entered an interest rate swap in which OPCo
will pay fixed interest payment to its counterparty while receiving
LIBOR indexed floating rate plus a spread of (18bps) from its counterparty.

4/3/2007

Lehman Brothers

4/3/2007




E.  Description of Payments Called for Under the Hedge Contract

OPCo will pay interest payment at 5.192% to Lehman Brothers Quarterly

while receiving from Lehiman Brothers at the rate of 3m LIBOR plus 18bps every quarter.

ATTACHED ALL TRADE TICKETS/RECEIPTS OR CONFIRMATION LETTERS APFPLICABLE TO HEDGING
TRANSACTION SET OUT INITEM 3 ABOVE.

THIS DESIGNATION FORM MUST BE COMPLETED NO LATER THAN THE CLOSE OF BUSINESS JHE DAY IN

WHICH THE HEDGE TRANSACTION SET OUT IN ITEM 3 ABOVE IS ENTEREDNTO,

DISTRIBUTION {(signed)
4 ) k-

{ona copy each of By: Marc Reitter
the following}

Title: Analyst, Corporate Finance
Denise Torrell

Taxpayer: Ohio Power Company

Taxpayer

183 31-4271000

Date: 4312007




{Multicurrency - Cross Border)

ISDA.

International Swap Dealers Association, Inc.

MASTER AGREEMENT

dated as of Pecember 9, 2005

MERRILL LYNCH CAPITAL OHIO POWER COMPANY INC.
SERVICES, INC.
(“Party A”) (“Party B”)

have entered and/or anticipate entering into one or more fransactions (cach a “Transaction™) that are or will be governed by this
Master Agreement, which includes the schedule (the “Schedule”), and the documents and other confirming evidence (each a
“Confirmation™) exchanged between the parties confirming those Transactions. -

Accordingly, the parties agree as follows:-

1. Interpretation

{a)  Definitions. The terms defined in Section 14 and in the Schedule will have the meanings therein specified for the

purpose of this Master Agreement.

(by  Inconsistercy. In the event of any inconsistency between the provisions of the Schedule and the other provisions of this
Master Agreement, the Schedule will prevail. In the event of any inconsistency between the provisions of any Confirmation and
this Master Agreement (including the Schedule), such Confirmation will prevail for the purpose of the relevant Transaction.

(© Single Agreement. All Transactions are entered into in reliance on the fact that this Master Agreement and ali
Confirmations form a single agreement between the parties (collectively referred to as this “Agreement™), and the parties would

not otherwise enter into any Transactions.
2 Ohligations

(8)  General Condifions.

i Each party will make each payment or delivery specified in each Confirmation to be made by it, subject to the

ather provisions of this Agreement.

(ii) Payments under this Agreement will be made on the due date for value on that date in the place of the account
specified in the relevant Confirmation or otherwise pursuant to this Agresment, in freely transferable funds and in the
manner customary for payments in the required currency. Where settlement is by delivery (that is, other than by
payment), such delivery will be made for receipt on the due date in the manner customary for the relevant obligation
unless otherwise specified in the relevant Confirmation or elsewhere in this Agreement.

(ifi) Each obligation of each party under Section 2(a}(i) is subject to (1) the condition precedent that no Event of
Default or Potential Event of Default with respect fo the other party has occurred and is contimuing, (2) the condition
precedent that no Early Termination Date in respect of the relevant Transaction has occurred or been effectively
designated and (3) each other applicable condition precedent specified in  this  Agreement,

Copyright © 1992 by International Swap Dealers Association, Inc.



Change of Account. Either party may change its account for receiving a payment or delivery by giving notice

(b)
1o the other party at least five Local Business Days pricr to the scheduled date for the payment or delivery to
which such change applies unless such other party gives timely notice of a reascnable objection to such
change.

(©) Nefting. If on any date amounts would otherwise be payable:—
(i) in the same currency; and
{11) in respect of the same Transaction,

by each party to the other, then, on such date, each pariy's obligation to make payment of any such amount will be
automatically satisfied and discharged and, if the aggregate amount that would otherwise have been payable by cne
party exceeds the aggresate amount that would otherwise have been payable by the other party, replaced by an
obligation upon the party by whom the larger aggregate amount would have been payable to pay to the other party the

excess of the |arger aggregate amount over the smaller aggregate amount.

The parties may elect in respect of two or more Transactions that a net amount will be determined in respect of all
amounts payable on the same date in the same currency in respect of such Transactions, regardless of whether such
amounts are payable in respect of the same Transaction. The election may be made in the Schedule or a Confirmation
by specifying that subparagraph (ii) above will not apply to the Transactions identified as being subject to the election,
together with the starting date {in which case subparagraph (ii) above wili not, or will cease to, apply to such
Transactions from such date). This electicn may be made separately for different groups of Transactions and will apply
separately to each pairing of Offfces through which the partics make and recejve payments or deliverics.

(d) Deduction or Withholding for Tax.

(i) Gross-Up. All payments under this Agresment will be made without any deduction or withholding
for ar on account of any Tax unless such deduction or withholding is required by any applicable law, as
medified by the practice of any relevant governmental revenue authority, then in effect. If a party is so
required to deduct or withhold, then that party {("X"} will:—

(1 promptly notify the other party ("Y") of such requirement;

2 pay to the relevant authorities the full amount required to be deducted or withheld
{including the full amount required to be deducted or withheld from any additional amount paid by X
to Y under this Section 2(d)) promptly upon the ecariier of determining that such deduction ¢r
withholding is required or receiving natice that such amcunt has been assessed against Y,

(3) promptly forward to Y an official receipt (or a certified copy), or other documentation
reasonably acceptable to Y, evidencing such payment to such authorities; and

(4) if such Tax is an Indemnifiable Tax, pay to Y, in addition to the payment to which Y is
otherwise entitled under this Agreement, such additional amount as is necessary to ensure that the net
amount actually received by Y {free and clear of Indemnifiable Taxes, whether assessed against X or
Y) will equal the full amount ¥ would have received had no such deduction or withholding heen
required. However, X will not be required lo pay any additional amount to Y to the extent that it

weuld not be required to be paid but for:—
{A) the fajlure by Y to comply with or perform any agreement contained in Section

4{a)(i), d(a)(iii} or 4(d); or

(B) the failure of a representation made by Y pursuant Lo Section 3(f) to be accurate
and true vnless such failure would not have occurred but for (I) any action taken by a taxing
autherity, or brought in a court of competent jurisdiction, on or after the date on which a



Transaction is entered into (regardliess of whether such zction is taken or brought with
respect to a party to this Agreement) or (II) a Change in Tax Law.

Gy Liability, If—

(1) X is required by any applicable law, as modified by the practice of any relevant
governmental revenue authority, to make any deduction or withholding in respect of which X would
not be required to pay an additional amount to Y under Section 2(3)}(i)(4);

() X does not sa deduct ar withhold; and

(3) a tiability resulting from such Tax is assessed directly against X,

then, except to the extent Y has satisfied or then satisfies the liability resulting from such Tax, Y will promptly
pay to X the amount of such liability (including any related liability for interest, but including any related
liability for penalties only if Y has failed to comply with or perform any agreement contained in Section

4(a)(i), 4¢a)iii) or 4(d)).

(&) Defanltr Interest; Other Amounts. Prior to the occurrence or effective designation of an Early Termination
Date in respect of the relevant Transaction, a party that defaults in the performance of any payment obligation will, to
the extent permilted by law and subject to Section 6{c), be required to pay interest (befare as well as after judgment) on
the overdue amount to the other party on demand in the same currency as such cverdue amount, for the period from
(and including) the original due date for payment to (but excluding) the date of actual payment, at the Default Rate.
Such interest will be calculated on the basis of daily compounding and the actual number of days elapsed. 1f, prior to
the occurrence or effective designation of an Early Termination Date in respect of the relevant Transaction, a party
defaults in the performance of any obligation required to be settled by delivery, it will compensate the other party on
demand if and to the extent provided for in the relevant Confirmation or elsewhere in this Agreement.

3. Representations

Each party represents to the other party (which representations will be deemed to be repeated by each party on each
date on which a Transaction is entered into and, in the case of the representations in Section 3(f), at all times vniil the

termination of this Agreement) that:—

(a) Basic Representations.
(i Status. Tt is duly orzanized and validly existing under the laws of the jurisdiction of its organizaticn
or incorporation and, if relevant under such laws, in good slanding;
(i1) Powers. It has the power fo execute this’ Agreement and any other documentation relating to this
Agreement to which it is a party, to deliver this Agreement and any cther documentation relating to this
Agreement that it is required by this Agreement to deliver and to perform its obligations under this Agreement
and any obligations it has under any Credit Suppert Document to which it is a party and has taken all
necessary action to authorize such execution, delivery and performancc;_ .

(it} No Violation or Conflict. Such execution, delivery and performance do not violate or conflict with
any law applicable to it, any provision of its constitutional documents, any order or judement of any court or
other agency of government applicable to it or any of its assets or any contractual restriction binding on or

affecting it or any of its assets;

(iv) Consenrss.  All governmental and other consents that are required to have been obtained by it with
respect to this Agreement or any Credit Support Document to which it is a party have been obtained and are in
full force and effect and a!l conditions of any such consents have been complied with; and

(v) Obligations Binding. Its obligations under this Agreement and any Credit Support Document to
which it is a party constitute its legal, valid and binding cbhligations, enforceable in accordance with their



respective terms (subject to applicable bankruptey, reorganization, insolvency, moratorium or similar laws
affecting creditors’ rights generally and subject, as to enforceability, to equitable principles of general
application (regardless of whether enforcement is sought in a proceeding in equity or at Jaw)).

(b) Absence of Certain Events. No Event of Default or Potential Event of Default or, to its knowledge,
Termination Event with respect to it has ocewrred and is continuing and no such event or circumstance would cccur as
a result of iis enlering into or performing its obligations under this Agreement or any Credit Suppart Document to

which it is a party.

(c) Absence of Lifigation. There is not pending or, to its knowledge, threatened against it or any of its Affiliates
- any action, suit or proceeding at law or in equity or before any court, tribunal, governmental body, agency or official or

any arhitrator that is likely to affect the legality, validity or enforceability against it of this Agreement or any Credit
Support Document to which it is a party or its ability to perform its obligations under this Agreement or such Credit

Support Decument.

(d) Accuracy of Specified Information. All applicable information that is furnished in writing by or on behalf of
it to the other party and is identified for the purpose of this Section 3(d) in the Schedule is, as of the date of the

information, true, accurate and complete in every material respect.
(e} Payer Tax Represeniafion. Each representation specified in the Schedule as being made by it for the purpase
of this Section 3(e) is accurate and true.

) Payee Tax Representaficns. Each representation specified in the Schedule as being made by it for the

purpose of this Section 3{f} is accurate and true.

4. Agrecments

Exch party agrees with the other that, so long as either party has or may have any obligation under this Agreement or
under any Credit Support Document to which it is a party:—

Furnish Specified Informarion. 1t will deliver to the other party or, in certain cases under subparagraph (iii)

E)?Iow, to such government or taxing authority as the other party reasonably directs:—
(i) any forms, documents or certificates relating to taxation specified in the Schedule or any
Confirmation;
{ii) any other documents specified in the Scheduie or any Confirmation; and
{iii) upon reasgnable demand by such other party, any form or document that may be required or

reasonably requested in writing in order to allow such other party or ils Credit Support Provider to make a
payment under this Agreement or any applicable Credit Support Document without any deduction or
withholding for or on account of any Tax or with such deduction or withholding at a reduced rate (so long as
the completion, execution or submission of such form or document would not materially prejudice the legal or
commercial position of the party in receipt of such demand), with any such form or document to be accurate
and completed in 2 manner reasonably satisfactory to such other party and to be executed and to be delivered

with any reasonably required certification,

in each case by the date specified in the Schedule or such Confirmation or, if none is specified. as soon as reasonably
practicable. ‘
(b) Mainfain Anthorizafions. It will use ail reasonable efforts to maintain in full force and effect all consents of

any governmental or other authority that are required to be obtained by it with respect to this Agreement or any Credit
Support Document to which it is a party and will use all reasonable efforts to obtain any that may become necessary in

the future.



(c) Comply with Laws. Tt will comply in all material respects with all applicable laws and orders to which it may
be subject if failure so to comply would materially impair its ability to perform its obligations under this Agreement or

any Credit Support Document to which it is a party.

(d) " Tax Agreement, It will give notice of any failure of a representation made by it under Section 3(f) to be

accurate and true promptly upon learning of such failure.

(c) Payment of Stamp Tax. Subjecl to Section 11, it will pay any Stamp Tax levied or imposed upon it or in
respect of its execution or performance of this Agreement by a jurisdiction in which it is incorporated, organized,
maraged and contiolled, or considered to have its seat, or in which a branch or office through which it is acting for the
purpose of this Agreement is located ("Stamp Tax Jurisdiction") and will indemnify the other party against any Stamp
Tax levied or imposed upon the other party or in respect of the other party's execution or performance of this
Agreement by any such Stamp Tax Jurisdiction which is not also a Stamp Tax Jurisdiction with respect to the other

party.
5. Events of Default and Termination Events
(2} Events of Defanit. The occurrence at any time with respect to a party or, if applicable, any Credit Support

Provider of such party or any Specified Entity of such party of any of the following events constitutes an event of
default (an "Event of Default™) with respect to such party:-—

(i) Failure to Pay or Deliver. Failure by the party to make, when due, any payment under this
Agreement or delivery under Section 2(a)(i} or 2(e) required to be made by it if such failure is not remedied on
or before the third Locat Business Day after notice of such failure is given to the party;

(i) Breach of Agreement. Failure by the party to comply with or perform any agreement or obligation
{other than an obligation to make any payment under this Agreement or delivery under Section 2(a)(i} or 2(e}
or 10 give notice of a Termination Event or any agreement or obligation under Section 4{a)(1), 4(a)(iii} or 4(d))
to be complied with or performed by the party in acecordance with this Agreement if such failure is not

remedied on or before the thirtieth day after notice of such failure is given to the party;

(1i) Credit Support Default.

{n Failure by the party or any Credit Suppart Pravider of such party to comply with or perform
any agreement or obligation to be complied with or performed by it in accordance with any Credit
Suppert Document if such failure is continuing after any applicable grace pertod has elapsed;

(2) the expiration or termination of such Credit Support Document or the failing or ceasing of
such Credit Support Document to be in full force and effect for the purpose of this Agreement (in
either case other than in accordance with Its terrns) prior to the satisfaction of all abligations of such
party under each Transaction to which such Credit Support Document relates without the written

consent of the other party; or

(3) the party or such Credit Support Provider disaffirms, disclaims, repudiates or rejects, in
whole or in part, or challenges the validity of, such Credit Support Document;

(iv} Misrepreseutation. A representation (other than a representation under Section 3(e} or (f)) made or
repeated or deemed to have been made or repeated by the party or any Credit Support Provider of such party
in this Agreement or any Credit Support Document proves to have been incorrect or misleading in any
maierial respect when made or repested or deemed to have been made or repeated;

(v) Defanli under Specified Transaction. The party, any Credit Support Provider of such party or any
applicable Specified Entity of such party (1) defaults under & Specified Transaction and, after giving effect to
any applicable notice requirement or grace period, there occurs a liguidation of, an acceleration of obligatons
under, or an early termination of, that Specified Transaction, (2) defaults, after giving effect to any applicable
notice requirement or grace period, in making any payment or delivery due on the last payment, delivery or



exchange date of, or any payment on early termination of, a Specified Transaction (or such default continues
for at least three Local Business Days if there is no applicable notice requirement or grace peried) or (3)
disaffirms, disclaims, repudiates or rejects, in whole or in part, o Specified Transaction (or such action is taken
by any person or entity appointed or empowered fo operate it or act on its behali);

{vi} Cross Defarlt.  If "Cross Default" is specified in the Schedule as applying to the party, the
occurrence or existence of (1) a defanlt, event of default or other similar condition or event (however
described) in respect of such party, any Credit Support Provider of such party or any applicable Specified
Entity of such party under one or more agreements or instruments relating to Specified Indebtedness of any of
them (individually or collectively) in an aggregzate amount of not less than the applicable Threshold- Amount
fas specified in the Schedule) which has resulted in such Specified Indebtedness becoming, or becoming
capable at such time of being declared, due and payable under such agreements or instruments, hefore it
would otherwise have been due and payable or (2) a default by such party, such Credit Support Provider or
such Specified Entity (individually or collectively) in making one or mcre payments on the due date thereof in
an aggregate amount of not less than the applicable Threshald Amount under such agreements or instruments
{after giving effect to any applicable notice requirement or grace peried);

(vii) Bankruptcy. The party, any Credit Support Provider of such party or any applicable Specified Entity
of such party:—
{1} is dissolved (other than pursuant to a consolidation, amalgamation or merger); (2) becomes
insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its
debts as they become due; (3) makes a general assignment, arrangement or composition with or for
the benefit of its creditors; {4) instituies or has instituted against it a proceeding seeking a judgment
of insolvency or bankruptcy or any other relief under any bankruptey or insolvency law or other
similar law affecting creditors’ rights, or a petition is presented for its winding-up or Hquidation, and,
in the case of any such proceeding or pefition instituted or presented against it, such proceeding or
petitian (A) results in a judgment of insolvency or bankruptcy or the entry of an order for relief or the
making of an order for its winding-up or liguidation or (B} is not dismissed, discharged, stayed or
restrained in each case within 30 days of the institution or presentation thereof; (3) has a resolution
passed for its winding-up, official management or liquidation (other than pursuant to a consolidation,
amalgamation or merger); {6) seeks or becomes subject to the appointment of an administrator,
provisionzl liquidator, conservator, recejver, trustee, custodian or other similar official for it or for all
or substantially all its assets; (7) has a secured party take possession of all or substantially all its
assets or has a distress, execution, attachment, sequestration or other legal process lavied, enforced or
sued on or against all or substantially all its assets and such secured party maintains possession, or
any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days
thereafter; (8) causes or is subject to any event with respect fo it 'which, under the applicable laws of
any jurisdiction, has an analogous effect to any of the events specified in clauses (1) to (7)
{inclusive), or (9) takes any action in furtherance of, or indicating its consent to, approval of, or

acquiescence in, any of the foregoing acts; or

(villy  Merger Withont Asstmption. The party or any Credit Support Provider of such party consolidates
or amalgamates with, or merges with or into, or transfers all or substantially all its assets 10, another entity

and, at the time of such consolidaticn, amalgamation, merger or transferi—

(1) the resulting, surviving or transferee entity fails to assume all the obligations of such party
or such Credit Support Provider under this Agreement or any Credit Support Document to which it
or its predecessor was a parly by operation of law or pursuant to an agreement reasonably
satisfactory to the other party to this Agreement; or

{2) the benefits of any Credit Support Document fail to extend (without the consent of the other .
party) to the performance by such resulting, surviving or transferee entity of its obligations under this

Agreement,



(b)

Termination Events. The occurrence at any time with respect to a party cr, if applicable, any Credit Support

Provider of such party or any Specified Entity of such party of any event specified below constitutes an I[legality if the

event is specified in (i) below, a Tax Event if the event is specified in (i) below or a Tax Event Upon Merger if the
event is specified in (iii) below, and, if specified to be applicable, a Credit Event Upon Merger if the event is specified
pursuant to (iv} below or an Additional Termination Event if the event is specified pursuant to (v) below:—

{e)

Defanlt,

(i IHlegality. Due to the adoption of, or any change in, any applicable law after the date on which a
Transaction is entered into, or due to the promulgation of, or any change in, the interpretation by any court,
tribunal or regulatory authority with competent jurisdiction of any applicable law after such date, it becomes
unlawful (other than as a resuit of a breach by the party of Section 4(b)) for such party (which will be the

Affected Party):—

(1) to perform any absclute or contingent obligation to make a payment or delivery or to
receive a payment or delivery in respect of such Transaction or to comply with any other material

provision of this Agreement relating to such Transaction; or

(2) to perform, or for any Credit Support Provider of such parly to perform, any contingent or
other obligation which the party (or such Credit Support Provider) has under any Credit Support

Document relating to such Transaction;

(ii) Tax Event. Due to (x) any action taken by a taxing authority, or brought in a court of competent
jurisdiction, on or after ths date 6n which a Transaction is entered into (regardless of whether such action is
taken or brought with respect to a party to this Agreement) or (y) a Change in Tax Law, the party (which will
be the Affected Party} will, or there is a substantial likelihood that it will, on the next succeeding Scheduled
Payment Date (1} be required to pay to the other party an additional amount in respect of an Indemnifiable
Tax under Section 2(d)(i)(4) (except in respect of interest under Section 2(e), 6(d)(ii) or 6(e)) or {2) receive a
payment from which an amount is required to be deducted or withheld for or on account of a Tax (except in
respect of interest under Section 2(e), 6(d)(ii) or &(e)) and no additional amount is required o be paid in
respect of such Tax under Section 2{d){(1}(4) (other than by reason of Section 2{)(i)(4)(A) or (B));

(ii} Tax Event Upon Merger. The party (the "Burdened Party”) on the next succeeding Scheduled
Payment Date will either (1) be required to pay an additional amount in respect of an Indemnifiable Tax under
Section 2(d)(i)(4) (except in respect of interest under Section 2(e), 6(d)(ii) or G(e)) or (2) receive a payment
from which an amount has been deducted or withheld for or on account of any Indemnifiable Tax in respect of
which the other party is not reguired 1o pay an additional amount {other than by reason of Section
2(d)()(4)(A) or (B)), in either case as a result of a party consolidating or amalgamating with, or merging with
or into, or transferring all or substantially all its assets to, another entity (which will be the Affected Party)
where such action does not constitute an evenf described in Section 5(a){viii);

(iv) Credit Event Upon Merger, If "Credit Event Upon Merger" is specified in the Schedule as applying
to the party, such party ("X"), any Credit Support Provider of X or any applicable Specified Entity of X
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets to,
another entity and such action does not constitute an event described in Section 3(a}(viii) but the
creditworthiness of the resulting, surviving or transferee entity is materially weaker than that of X, such Credit
Support Provider or such Specified Entity, as the case may be, immediately prior to such action (and, in such
event, X or its successor or transferee, as appropriate, will be the Affected Party); or

(v) Addifional Termination Event. 1f any "Additional Termination Event" is specified in the Schedule
or any Confirmation as applying, the occurrence of such event (and, in such event, the Affected Party or
Affected Parties shall be as specified for such Additional Termination Event in the Schedule or such

Confirmation).

Event of Defonlt and Megality. If an event or circumstance which would otherwise constitute or give rise to

an Event of Default also constitutes an Illegality, it will be treated as an Illegality and will not constitute an Event of



6. Early Termination

(a) Right to Terminaie Following Event of Default. If at any time an Event of Default with respect to a party
(the "Defaulting Party") has occurred and is then continuing, the other party {the "Non-defaulting Party™} may, by not
more than 20 days notice to the Defaulting Party specifying the relevant Event of Default, designate a day not earlier
than the day such notice is effective as an Early Termination Dafe in respect of all outstanding Transactions. If,
however, "Automatic Early Termination" is specified in the Schedule as applying to a party, then an Early Termination
Date in respect of all outstanding Transactions wil] occur immediately upon the oceurrence with respect to such party
of an Event of Default specified in Section S{a)(vii)(1), (3), {5), (6) or, to the extent analogous thereio, (8), and as of the
time immediately preceding the institution of the relevant proceeding or the presentation of the relevant petition upon
the occurrence with respect to such party of an Event of Default specified in Section 5(a)(vii)(4) or, to the extent

analogous thereto, (8).
(b) Right to Terminare Following Termination Event,

(i) Notice. If a Termination Event oceurs, an Affected Party will, promptly upon becoming aware of it,
notify the other party, specifying the nature of that Termination Event and each Affected Transaction and will
also give such other information about that Termination Event as the other party may reascnably require,

(i1) Transfer fo Avoid Termination Event, If either an Illegality under Section 5(b)(i)(1} or a Tax Event
occurs and there is only one Affected Party, or if a Tax Event Upon Merger occurs and the Burdened Party is
the Affected Party, the Affected Party will, as a condition to its right to designate an Early Termination Date
under Section G(b)(iv), use all reasonable efforts (which will not require such party to incur a loss, excluding
immaterial, incidental expenses) to transfer within 20 days after it gives notice under Section 6(b)i) all its
rights and obligations under this Agreement in respect of the Affected Transactions to another of its Offices or

Affiliates so that such Termination Event ceases Lo exist.

If the Affected Party is not able to make such a transfer it will give notice to the other party to that effect
within such 20 day pericd, whereupon the other party may effect such a transfer within 30 days after the
notice is given under Section 6(b)(i).

Any such transfer by a party under this Section 6(b)(ii) will be subject to and conditional upon the prior
written consent of the other party, which consent will not be withheld if such other party's policies in effect at

sich time would permit it to enter into transactions with the transferee on the terms proposed.

(iip) Two Affected Parties. If an lllegality under Section S(b)}(i)(1) or a Tax Event occurs and there are
two Affected Parties, each party will use all reasonable efforts to reach agreement within 30 days after notice
thereof is given under Section G(b}i) on action to avoid that Termination Event.

(iv) Right fo Terminate. If—

9} a transfer under Section 6(b)(11) or an agreement under Section 6(b)(iii}, as the case may be,
has not been effected with respect to all Affected Transactions within 30 days after an Affected Party

gives notice under Section G(b)(i): or

(2) an Iilegality under Section 5(b)(i)(2), a Credit Event Upon Merger or an Additional
Termination Event ceeurs, or a Tax Event Upon Merger occurs and the Burdened Party is not the

Affected Party,

either party in the case of an Illegality, the Burdened Party in the case of a Tax Event Upon Merger, any
Affected Party in the case of a Tax Event or an Additional Termination Event if there is more than one
Affected Party, or the party which is not the Affected Party in the case of a Credit Event Upon Merger or an
Additicnal Termination Event if there is only one Affected Party may, by not more than 20 days notice to the
other party and provided that the relevant Termination Event is then continuing, designate a day not earlier
than the day such notice is effective as an Early Termination Date in respect of all Affected Transactions.

(c) Effect of Designation.



(d

(e)

(i) If notice designating an Early Termination Date is given under Section G(a) or (b), the Early
Termination Date will occur on the date so designated, whether or not the relevant Event of Default or

Termination Event is then continuing.

(i) Upon the occurrence or effective designation of an Early Termination Date, no further payments or
deliveries under Section 2(2)(i) or 2(¢) in respect of the Terminated Transactions will be required to be made,
but without prejudice to the other provisions of this Agreement. The amount, if any, payable in respect of an

Early Termination Date shall be determined pursuant to Section 6(s}).

Calculations.

(i) Statement. On or as soon as reasonably practicable foHlowing the occurrence of an Early
Termination Date, each party will make the calculations on its part, if any, contemplated by Section 6(e) and
will provide to the other party a statement () showing, in reasonable detail, such caleulations (including all
relevant quotations and specifying any amount payable under Section 6(e)) and (2) giving details of the
relevant account to which any amount payable to it is to be paid. In the absence of written confirmation from
the source of a quotation obtained in determining a Market Quotation, the records of the party obtaining such
quetation will be conclusive evidence of the existence and accuracy of such quotation.

(i) Payment Date. An amount calculated as being due in respect of any Early Termination Date under
Section 6(e} will be payable on the day that notice of the amount payable is effective (in the case of an Early
Termination Date which is designated or occurs as a result of an Event of Defaull) and on the day which is
two Local Business Days after the day on which netice of the amount payable is effective (in the case of an
Early Teymination Date which is designated as a result of a Termination Event). Such amount will be paid
together with (to the extent permitted under applicable law) interest thereon (before as well as after judgment)
in the Termination Currency, from (and incloding) the relevant Early Termination Date to (but excluding) the
date such amount is paid, at the Applicable Rate. Such interest will be calculated on the basis of daily

compounding and the actual number of days elapsed.

Payments on Early Termination. If an Early Termination Date occurs, the following provisions shail apply

based on the parties’ election in the Schedule of a payment measure, either "Market Quotation" or "Loss," and a

payment method, either the "First Method" or the “Second Method." If the parties fail to designate a payment measure
or payment method in the Schedule, it will be deemed that "Market Quotation” or the "Second Method," as the case
may be, shall apply. The amount, if any, payable in respect of an Early Termination Date and determined pursuant to

this Section will be subject to any Set-off.

(i) Events of Defarle. 1f the Early Termination Date results from an Event of Default—

) First Method and Marker Quoration. If the First Method and Market Quotation apply, the
Defaulting Party will pay to the INon-defaulting Party the excess, if a positive number, of (A) the sum
of the Setilement Amount {determined by the Non-defaulting Party) in respect of the Terminated
Transactions and the Termination Currency Equivalent of the Unpaid Amounts owing to the Non-
defaulting Party over (B) the Termination Currency Equivalent of the Unpaid Amounts owing to the

Defaulting Party.

(%) First Method and Loss. If the First Method and Loss apply, the Defaulting Party will pay to
the Non-defaulting Party, if a positive number, the Non-defaulting Party's Loss in respect of this

Agreement.

(3) Second Method and Marker Quotation. 1T the Second Method and Market Quotation apply,
an amount will be payable equal to (A} the sum of the Settlement Amount (determined by the Non-
defaulting Party) in respect of the Terminated Transactions and the Termination Currency Equivatent
of the Unpaid Amounts owing to the Non-defaulting Party less (B) the Termination Currency
Equivalent of the Unpaid Amounts owing to the Defaulting Party. If that amount is a positive
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Subject to Section &(b)(ii), neither this Agrezment nor any interest or obligs

number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative number, the
Non-defaulting Party will pay the absolute value of that amount to the Defaulting Party.

4) Second Method and Loss. If the Second Method and Loss apply, an amount will be payable
equal to the Non-defaulting Party's Loss in respect of this Agreement. If that amount is a positive
number, the Defaulting Party will pay it to the Non-defanlting Party; if it is a negative number, the
Non-defaulting Party will pay the absolute value of that amount to the Defaulting Party.

(i1} Termination Events. If the Early Termination Date results from a Termination Event:—

(1) One Affected Party. If there is one Affected Farty, the amount pzyable will be determined
in accordance with Section 6{e}(iX3), if Market Quotation applies, or Section 6{c)(i)(4), if Loss
applies, except that, in either case, references to the Defaulting Party and (o the Non-defaulting Party
will be deemed to be references (o the Afiected Party and the party which is not the Affected Party,
respectively, and, if Loss applies and fewer than all the Transactions are being terminated, Loss shall
be calculated in respect of all Terminated Transactions. ‘

(2} Two Affected Parties. If there are two Affected Parties:—

(A) if Market Quotation applies, each party will determine a Settlement Amount in
respect of the Terminated Transactions, and an amount will be payable equal to (I) the sum
of {a) one-half of the difference between the Settlement Amount of the party with the higher
Settlement Amount ("X") and the Settlement Amount of the party with the lower
Setitement Amount ("Y") and (b) the Termination Currency Equivalent of the Unpaid
Amounts owing to X less (I) the Termination Currency Equivalent of the Unpaid Amounts

owing to Y, and

(B) if Loss applies, each party will determine its Loss in respect of this Agreement (or,
if fewer than all the Transactions are being terminated, in respect of all Terminated
Transactions) and an amount will be payable equal to one-half of the difference between the
Loss of the party with the higher Loss {"X") and the Loss of the party with the lower Loss

"Y").

If the amount payable is a positive number, Y will pay it to X; if it is a negative number, X will pay
the absolute value of that amount to Y.

(iii) Adjustinent for Bankrupfcy. In circumstances where an Early Termination Date occurs because
"Automatic Early Termination” applies in respect of a party, the amount determined under this Section 6(e)
will be subject to such adjustments as are appropriate and permitted by law to reflect any payments or
deliveries made by one party to the other under this Agreement (and retained by such other party) during the
period from the relevant Early Termination Date (o the dute for payment defermined under Section 6(d){ii).

(iv) Pre-Estimate. The parties agres that if Market Quotation applies an amount recoverable under this
Section 6{e} is & reasonable pre-estimate of loss and not a penalty. Such amount is payable for the loss of
bargain and the loss of protection against future risks and except as otherwise provided in this Agreement
neither party will be entitled to recover any additional damages as a consequence of such Josses.

Transfer

ation in or under this Agreement may be

transferred {whether by way of security or otherwise} by either party without the prior written consent of the other

party, except that:

(2

merger with or into, or transfer of all or substantially all its assets to, another entity (but without prejudice o any other

a party may make such a transfer of this Agreement pursuant to a consolidation or amalgamation with, or

right or remedy under this Agreement); and
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(b) a party may make such a transfer of all or any part of its interest in any amount payable to it from a Defaulting
Party under Section 6(e).

Any purported transfer that is not in compliance with this Section will be void.

8. Contractual Currency

{a) Payment in the Contractual Currvency. Each payment under this Agreement will be made in the relevant
currency specified in this Agreement for that payment (the "Contractual Currency™). To the extent permitied by
applicable law, any obligation to make payments under this Agreement in the Contractual Currency will not be
discharged or satisfied by any tender in any currency other than the Contractual Currency, except to the extent such
tender results in the actual receipt by the party to which payment is owed, acting in a reasonable manner and in good
faith in converting the currency so tendered into the Contractual Currency, of the full amount in the Contractual
Currency of all amounts payable in respect of this Agreemeni. If for any reason the amount in the Confractual
Currency so received falls short of the amount in the Contractual Cuirency payable in respect of this Agreement, the
party required to make the payment will, to the extent permitied by applicable faw, immediately pay such additional
amount in the Contrectual Currency as may be necessary lo compensate for the shortfall. If for any reason the amount
in the Contractual Currency so received exceeds the amount in the Contractual Currency payable in respect of this
Agreement, the party receiving the payment will refund promptly the amount of such excess.

(b) Judgmenis. To the extent permitted by applicable law, if any Judgment or order expressed in a currency other
than the Contractual Currency is rendered (i) for the payment of any amount owing in respect of this Agreement, (ii)
for the payment of any amount relating to any early termination in respect of this Agreement or (iif) in respect of a
judgment or order of another court for the payment of any amount described in (i) or (ii) above, the party seeking
recovery, after recavery in full of the aggregate amount to which such party is entitled pursuant to the judgment or
order, will be entitled to receive immediately from the other party the amount of any shortfall of the Contractual
Currency received by such party as a consequence of sums paid in such other currency and will refund promptly to the
other party any excess of the Contractual Currency received by such party as a consequence of sums paid in such other
currency if such shortfall or such excess arises or results from any variation between the rate of exchange at which the
Contractual Currency is converted into the currency of the judgment or order for the purposes of such judgment or
order and the rate of exchange at which such party is able, acting in a reasenable manner and in good fajih in
converting the currency received into the Contractual Currency, to purchase the Contractual Currency with the amount
of the currency of the judgment or order actually received by such party. The term "rate of exchange” includes, without
limitation, any premiums and costs of exchange payable in connection with the purchase of ar conversion into the

Coentractual Currency.
{c) Separate Indemuities. To the extent permitted by applicable law, these indemnities constitute separate and
independent obligations from the other obligations in this Agreement, will be enforceable as separate and independent

couses of action, will apply notwithstanding any indulgence granted by the party to which any payment is owed and
will not be affected by judgment being obtained or claim or proof being made for any other sums payable in respect of

this Agreement.

{d) Evidence of Loss. For the purpose of this Section 8, it will be sufficient for a party to demonstrate that it
would have suffered a logs had an actual exchange or purchase been made.

9% Miscellaneous

(a) Entire Agreement. This Agreement constitutes the entire agreement and understanding of the parties with
respect to its subject matter and supersedes all oral communication and prior writings with respect thereto.

(b) Amendments. No amendment, medification or waiver in raspect of this Agreement will he effective unless in
writing (including a writing evidenced by a facsimile transmission) and executed by each of the parties or confirmed by
an exchange of telexes or electronic messages on an ¢lectronic messaging system.



(©) Survival of Obligarions. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the parties
under this Agreement will survive the termination of any Transaction.

(d) Remedies Cumulative. Except as provided in this Agreement, the rights, powers, remedies and privileges
provided in this Agreement are cuinulative and rot exclusive of any rights, powers, remedies and privileges provided

by law.

(e) Counterparts and Confirmations.

() This Agreement (and each amendment, modification and waiver in respect of it} may be executed
and delivered in counterparts (including by facsimile transmission), each of which will be deemed an original.

(ii) The parties intend that they are legally bound by the terms of each Transaction from the morhent
they agree to those terms (whether orally or otherwise). A Confirmation shall be entered into as soon as
practicable and may be executed and delivered in counterparts (including by facsimile transmission) or be
created by an exchange of telexes or by an exchange of electronic messages on an electronic messaging
system, which in each case will be sufficient for all purposes to evidence a binding supplement to this
Agreement. The parties will specify therein or through another effective means that any such counterpart,

telex or electronic massage constitutes a Confirmation.

(f No Waiver of Rights. A failure or delay in exercising any right, power or privilege in respect of this
Agreement will not be presumed to operate as a waiver, and a single or partial exercise of any right, power or privilege
will not be presumed to preciude any subsequent or further exercise, of that right, power or privilege or the exercise of

any other right, power or privilege.

(2) Headings. The headings used in this Agreement are for convenience of reference only and are not to affect
the construction of or to be taken into consideration in interpreting this Agreement.

10. Offices; Multibranch Parties

(a}) If Section 10(a) is specified in the Schedule as applying, each party that enters into a Transaction through an
Office other than its head or home office represents to the other party that, notwithstanding the place of bobking office
or jurisdiction of incorporation or organization of such party, the obligations of such party are the samz as if it had
entered into the Transaction through its head or home office.  This representation will be deemed to be repeated by

such party on each daie on which a Transaction is entered into.

b Neither party may change the Office through which it makes and receives payments or deliveries for the
purpose of a Transaction without the prior written consent of the other party.

(c) If a party is specified as a Multibranch Party in the Schedule, such Multibranch Party may make and receive
payments or deliveriss under any Transaction through any Office listed in the Schedule, and the Office through which
it makes and receives payments or deliveries with respect to a Transaction will be specified in the relevant

Confirmation.
11. Expenses

A Defaulting Party will, on demand, indemnify and hold harmless the ather party for and against all reasonable out-of-
pocket expenses, including legal fees and Stamp Tax, incurred by such other party by reason of the enforcement and
protection of its rights under this Agreement or any Credit Suppart Document to which the Defaulting Party is a party
or by reason of the early termination of any Transaction, including, but not limited to, costs of collection.

12 Motices
(a) Effectiveness. Any notice or other communication in respect of this Agreement may be given in any manner

set forth below (except that a notice or other communication under Seetion 5 or 6 may not be given by facsimile
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transmission or electronic messaging system) to the address or number or in accordance with the electronic messaging
system details provided (see the Schedule} and will be deemed effective as indicated:i—

(i if in writing and delivered in person or by courier, on the date it is delivered;
(1) if sent by telex, on the date the recipient's answerback Is received;
{iii) if sent by facsimile transmission, on the date that transmission is received by a responsible employee

of the recipient in legible form (it being agreed that the burden of proving receipt will be on the sender and
will not be met by a transmission report generated by the sender’s facsimile machine);

(tv) if sent by certified or registered mail (airmail, if overseas) or the equivalent (retwrn receipt
requested}, on the date that mail is delivered or its delivery is attempted; or

(v if sent by electronic messaging system, on the date that electronic message is received,
unless the date of that delivery (or attempted delivery) or that receipt, as applicable, is not a Local Business Day or that
communication is delivered (or attemptad) or received, as applicable, after the close of business on a Local Business
Day, in which case that communication shall be deemed given and effective on the first following day that is a Local

Business Day.

(b) Change of Addresses. Either party may by notice to the other change the address, telex or facsimile number
or electronic messaging system details at which notices or other commtmnications are to be given 1o it.

13 Governing Law and Jurisdiction

(@) Governing Law. This Agreement will be governed by and construed in accerdance with the law specified in
the Schedule.

(b} Jurisdiction. With respect 1o any suit, action or proceedings relating to this Agreement {"Proceedings"), each

party imevocably:-—

(1) submits to the jurisdiction of the English courts, if this Agresment is expressed to be governed by
English law, or to the nan-exclusive jurisdiction of the courts of the State of New York and the United States
District Court located in the Borough of Manhattan in New York City, if this Agreement is expressed to be
governed by the laws of the State of New York; and

{if} waives any objection which it may have at any time to the laying of venue of any Proceedings
brought in any such court, waives any claim that such Proceedings have been brought in an inconvenient
forum and further waives the right to object, with respect to such Proceedings, that such court does not have

any jurisdiction over such party,

Nothing in this Agreement precludes either party from bringing Proceedings in any other jurisdiction {outside, if this
Agreement s expressed to be governed by English law, the Contracting States, as defined in Section 1(3) of the Civil
Jurisdiction and Judgments Act 1982 or any modification, extension or re-enactrment thereof for the time being in force)
nor will the bringing of Proceedings in any one or mare jurisdictions preclude the bringing of Proceedings in any other

jurisdiction.

(c) Service of Process. Each party irrevocably appoints the Process Agent (if any) specified opposite its name in
the Schedule to receive, for it and on its behalf, service of process in any Proceedings. If for any reason any party's
Process Agent is unable to act as such, such party will promptly notify the other party and within 30 days appoint a

substitute process agent acceptable to the other party. The parties irrevocably consent fo service of process given in the
manner provided for notices in Section 12, Nothing in this Agreement will affect the right of either party 1o serve

process in any other manner parmitted by law.

(d) Waiver of Immunnities. Each party irevocably waives, to the fullest extent permitted by applicable Jaw, with
respect to itself and its revenues and assets {irrespective of their use or intended use), all immunity on the grounds of
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sovereignty or other similar grounds from (i) suit, (i) jurisdiction of any court, (iii) relief by way of injunction, order
for specific performance ar for recovery of property, (iv) attachment of its assets {whether before or after judgment)
and {v) execution or enforcement of any judgment to which it or its revenues or assels might otherwise be entitled in
any Proceedings in the courts of any jurisdiction and irrevocably agrees, to the extent permitted by applicable law, that

it will not claim any such immunity in any Proceedings.

14. Definitions

As used in this Agreementi—

"Additional Termination Event'’ has the meaning specified in Section 5(b).

"Affected Party'' has the meaning specified in Section 3(b).
VAffected Transacfions” means {(a) with respect to any Termination Event consisting of an lllegality, Tax Event or Tax

Event Upon Merger, all Transactions affected by the occurrence of such Termination Event and (b} with respect to any
other Termination Event, all Transactions. .

"Affitiate' means, subject to the Schedule, in relation to any person, any entity controlled, directly or indirectly, by the
person, any entity that controls, directly or indirectly, the person or any entity directly or indirectly under common
control with the person. For this purpose, "control” of any entity or person means ownership of a majority of the voting

power of the entity or person.

“Applicable Rate'’ means:—

(a} in respect of obligations payable or deliverable (or which would have been but for Section 2(2)(iii)) by a
Defaulting Party, the Default Rate;

(b} in respect of an obligation to pay an amount under Section 6(e) of either party from and after the date
(determined in accordance with Section 6(d)(ii)) on which that amount is payable, the Default Rate;

{c) is respect of all other obligations payable cr deliverable (or which would have been but for Section 2(a)(iii))
by a Non-defaulting Party, the Non-default Rate; and

(d) in all ather enses, the Termination Rate.
""Burdened Parfy" has the meaning specified in Section 5{(b).

YChange in Tox Law" means the enactment, promulgation, execution or ratification of, or any change in or
amendment to, any law (or in the application or official interpretation of any law) that oceurs on or after the date on

which the relevant Transaction is entered into.

"consent' includes a consent, approval, action, autharization, exemption, notice, filing, registration or exchange

control consent.
"Credit Event Upon Merger' has the meaning specified in Section 5(b).

"Credit Support Dociuneni' means any agreement or instrument that is specified as such in this Agreement.

"Credit Support Provider' has the meaning specified in the Schedule.

"Defaull Rafe’ means a rate per annum equal 1o the cost (without proof or evidence of any actua! cost) to the relevant

payee (as certified by it} if it were to fund or of funding the relevant amount plus [% per annum.

"Defaulting Party” has the meaning specified in Section 6(a).

"Early Termination Date'’ means the date determined in accordance with Section 6(a) or G(b)iv).
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"Event of Defailt” has the meaning specified in Section 5(a) and, if applicable, in the Schedule.

“INegality' has the meaning specified in Section 5(b}.

“Indemuifiable Tax" means any Tax other than a Tax that would not be imposed in respect of o payment under this
Agreement but for # present or former connection between the jurisdiction of the government or taxation authority
imposing such Tax and the recipient of such payment or a person related to such recipient (including, without
limitation, & connection arising from such recipient or related person being or having been a citizen or resident of such
jurisdiction, or being or having been organized, present or engaged in a trade or business in such jurisdiction, or having
or having had a permanent establishment or fixed place of business in such jurisdiction, but excluding a connection
arising solely from such recipient or related person having executed, delivered, performed its obligations or received a

payment under, or enforced, this Agreement or a Credit Support Document).

“faw’" includes any treaty, law, rule or regulation {as modified, in the case of tax matters, by the practice of any
relevant governmental revenue authority) and "'lawful' and "unlawful'' will be construed accordingly.

"Local Business Day" means, subject to the Schedule, a day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) (a) in relation to any obligation under Section
2(2)(7), in the place(s) specified in the relevant Confirmation or, if not so specified, as otherwise agreed by the parties in
writing or determined pursuant to provisions contained, or incorporated by reference, in this Agreement, (b) i relation
to any other payment, in the place wherg the relevant account is located and, if different, in the principal financial
centre, if any, of the currency of such payment, (¢) in relation to any notice or other communication, including notice
contemplated under Section 5(a)(i}, in the city specified in the address for notice provided by the recipient and, in the
case of a notice contemplated by Section 2(b), in the place where the relevant new account is o be located and (d) in
relation to Section 3(a){v)(2), in the relevant locations for performance with respect to such Specified Transaction.

"Loss" means, with respect to this Agreement or one or more Terminated Transactions, as the case may be, and a
party, the Termination Currency Equivalent cf an amount that party reasonably determines in good faith to be its tortal
losses and costs (or gain, in which case expressed 15 a negative number) in connection with this Agreement or that
Terminated Transaction or group of Terminated Transactions, as the case may be, including any loss of bargain, cost of
funding or, at the election of such party bui withouwt duplication, Joss or cost incurred as a result of its lerminating,
liquidating, obtaining or reestablishing any hedge or refated trading position (or any gain resulting from any of them).
Loss includes losses and costs (or gains) in respect of any payment or delivery required to have been made (assuming
satisfaction of cach applicable condition precedent} on or before the relevant Early Termination Date and not made,
cxeept, 80 as to avoid duplication, if Section 6{e)(i)(1) or (3) or 6(e)(1i)(2)}{A) applies. Loss does not include a party's
legal fees and out-of-pocket expenses referred to under Section 11, A party will determine its Loss as of the relevant
Early Termination Date or, if that is not reasonably practicable, as of the earliest date thereafter as is reasonably
practicable. A party may (but need not) determine its Loss by reference 1o quotations of relevant rates or prices from

one or more leading dealers in the relevant markets.

"Market Quotation" means, with respect to one or more Terminated Transactions and a party making the
determination, an amount determined on the basis of quotaticns from Reference Market-makers. Each quotation will
be for an amount, if any, that would be paid to such party (expressed as a negative number) or by such party {expressed
as a positive number) in consideration of an agreement between such party (taking into account any existing Credit
Support Dacument with respact to the obligations of such party) and the quoting Reference Market-maker to enter into
a transaction (the "Replacement Transaction") that would have the effect of preserving for such party the economic
equivalent of any payment or delivery (whether the underlying obligation was absolute or contingent and assuming the
satisfaction of each applicable condition precedent) by the parties under Section 2{a)(i) in respect of such Terminated
‘Fransaction or group of Terminated Transactions that would, but for the occurrence of the relevant Early Termination
Date, have been required after that date. For this purpose, Unpaid Amounts in respect of the Terminated Transaction or
eroup of Terminated Transactions are to be excluded but, without limitation, any payment cr delivery that would, but
“for the relevant Early Termination Date, have been required (assuming satisfaction of each applicable condition
precedent) after that Early Termination Date is fo be jncluded. The Replacement Transaction would be subject to such
documentation as such party and the Reference Market-maker may, in good faith, agree. The party making the
determination {or its agent} will request sach Reference Market-maker to provide its quotation to the extent reasonsbly
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practicable as of the same day and time (without regard to differcrt time Zones) on or as soon as reasonably practicable
after the relevant Barly Termination Date. The day and time as of which those quotations are to be obrained will be
selected in good faith by the party obliged 1o make a determination under Section 6(e), and, if each party is sc obliged,
after consultation with the other. If more than three quotations are provided, the Market Quotation will be the
arithmeltic mean of the quotations, without regard to the guotations having the highest and lowest valuss. If exactly
three suck quotations are provided, the Market Quotation will be the quotation remaining after disregarding the highest
and lowest quotations. For this purpose, if more than one guotaticn has the same highest value or lowest value, then
one of such quotations shall be disregarded. If fewer than three guotations are provided, it will be deemed that the
Market Quotation in respect of such Terminated Transaction or group of Terminated Transactions cannot be

determined.

*"Noi-defanlt Raie®” means a rate per annum equal to the cost (without proof or evidence of any actual cost) to the

Non-defaulting Party (as certified by it} if it were to fund the relevant amount,
“"Non-defarlting Parfy’’ has the meaning specified in Section 6(a).

"Office' means a branch or office of a party, which may be such party's head or home office.

“Potential Event of Default” means any event which, with the giving of notice or the lapse of time or both, would
constitute an Event of Default.

“"Reference Markei-makers” means four leading dealers in the relevant market selected by the party determining a
Market Quotation in good faith {a) from among dealers of the highest credit standing which satisfy all the criteria that
such party applies generally at the time in deciding whether to offer or to make an extension of credit and (b) o the

extent practicable, from among such dealers having an office in the same city.

“Relevant Jurisdicfion' means, with respect to a party, the jurisdictions (a) in which the party is incorparated
organized, managed and controlled or considered to have its seat, (b) where an Office through which the party is acting
for purposes of this Agreement is located, (c) in which the party executes this Aereement and (d) in relation to any

payment, from or ¢hrough wihich such payment is made.

"Scheduled Payment Date” means a date on which a payment or delivery is to be made under Section 2{a)(i) with
respect [o a Transaction,

"Sef-off" means set-off, offset, combination of accounts, right of retention or withholding or similar right or
requirement to which the payer of an amount under Section 6 is entitled or subject {whether arising under this
Agreement, another contract, applicable law or otherwise) that is exercised by, or imposed on, such payer.

"Setflement Amount means, with respect to a party and any Early Termination Date, the sum of:—

() the Termination Currency Equivalent of the Market Quotations {whether positive or negative) for each
Terminated Transaction or group of Terminated Transactions for which a Market Quotation is determined; and

b such party's Loss (whether positive or negative and without reference to any Unpaid Amounts) for each
Terminated Transaction or group of Terminated Transactions for which a Market Quotation cannot be determined or
would not (in the reasonable belief of the party making the determination) produce a commercially reasonable result.

“Specified Entity" has the meaning specified in the Schedule.

"Specified Indebtedness" means, subject to the Schedule, any obligation (whether present or future, contingent or
otherwise, as principal or surety or otherwise) in respect of borrowed meney.

“Specified Transacfion' means, subject to the Schedule, (a) any transaction (including an agreement with respect
thereto) now existing or hersafter entered into between one party to this Agreement {or any Credit Support Provider of
such party or any applicable Specified Entity of such party) and the other party to this Agreement (or any Credit
Support Provider of such other party or any applicable Specified Entity of such other party) which is a rate swap
transaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or equity index swap,
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equity or eguity index option, bond option, interest raie option, foreign exchange transacticn, cap transaction, floor
transaction, collar transaction, currency swap transaction, cross-currency rate swap transaction, currency option or any
other similar transaction {including any option with respect to any of these transactions), (b) any combination of these
transactions and {c) any other transaction identified as a Specified Transaction in this Agreement or the relevant

confirmation.
"Stamp Tax™ means any stamp, registration, documentation or similar tax.

"Fax'" means any present or future tax, levy, impost, duty, charge, assessment or fee of any nature (including interest,
penalties and additions thereto) that is imposed by any government or other taxing authority in respect of any payment

under this Agreement other than a stamp, registration, documentation or similar tax.
“Tax Event" has the meaning specified in Section 5(b).

"Tax Event Upon Merger" has the meaning specified in Section 5(b).

“Terminated Transactions' means with respect to any Early Termination Date (a) it resulting from a Termination
Event, all Affected Transactions and (b) if resulting from an Event of Default, all Transactions (in either case) in effect
immediately before the effectiveness of the notice designating that Early Termination Date {or, if "Automatic Early

Termination" applies, immediately before that Early Termination Date).

"Termination Currency' has the meaning specified in the Schedule,

"Termination Currency Equivalent' means, in respect of any amount denominated in the Termination Currency, such
Termination Currency amount and, in respect of any amount denominated in a currency other than the Termination
Currzncy (the "Other Currency"), the amount in the Termination Currency determined by the party making the relevant
determination as being required to purchase such amount of such Other Currency as at the relevant Early Termination
Date, or, if the relevant Market Quotation or Loss {as the case may be), is determined as of a later date, that later date,
with the Termination Cuorrency at the rate equal to the spot exchange rate of the foreign exchange agent (selected as
provided below) for the purchase of such Other Currency with the Termination Currency at or about 11:00 a.m. {in the
city in which such foreign exchange agent is located) on such date as weuld be customary for the determination of such
a rate for the purchase of such Other Currency for value on the relevant Early Termination Date or that later date. The
foreign exchange agent will, if only one party is obliged to make a determination under Section 6(e}, be selected in

zood faith by that party and ctherwise will be agreed by the parties.

"Termination Event” means an Illegality, a Tax Event or a Tax Event Upon Merger or, if specified to be applicable, a
Credit Event Upon Merger or an Additional Termination Event.

"Termination Rate' means a rate per annum equal to the arithmetic mean of the cost {without proof or evidence of any
actual cost) to each party (as certified by such party) if it were to fund or of funding such amounts.

"Unpaid Amounis' owing o any party means, with respect (o an Early Termination Date, the aggregate of (a) in
respect of alt Terminated Transactions, the amounts that became payable (or that would have become payable but for
Section 2(a)(iil)) to such party under Section 2{(a)(i} on or prior to such Early Termination Date and which remain
unpaid as at such Early Termination Date and (b} in respect of each Terminated Transaction, for each obligation under
Section 2{a}(i} which was (or would have been but for Secticn 2{a)(i1)) required to be settled by delivery to such party
on or prior 1 such Early Termination Date and which has not been so settled as at such Early Termination Date, an
amount equal to the fair market value of that which was (or would have been) required to be delivered as of the
originally scheduled date for delivery, in each case together with (to the extent permitted under applicable law) interest,
in the currency of such amounts, from (and including) the date such amounts or obligations were or would have been
required to have been paid or performed to (but excluding) such Early Termination Date, ot the Applicable Rate. Such
amounts of interest will be calculated on the basis of daily compounding and the actoal number of days elapsed. The
fair market value of any obligation referred to in clause (k) above shall be reasonably determined by the party obliged
to make the determination under Section 6(e) or, if each party is so obliged, it shall be the average of the Termination
Currency Equivalents of the fair market values reasonably determined by both parties.
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value of that which was (or would have been) required to be delivered as of the eriginally scheduled date for delivery, in each
case together with (to the extent permitted under applicable law) interest, in the cwrrency of such amounts, from (and including)
the date such amounts or obligations were or would have been required to have been paid or performed fo (but excluding) such
Early Termination Date, at the Applicable Rate. Such amounts of interest will be calculated on the basiz of daily compounding
and the acival number of days elapsed. The fair market value of any obligation referred to in clause (b) above shall be
reasonably determined by the party obliged to make the delermination under Section 6(e) or, if each party is so obliged, it shall
be the averapge of the Termination Currency Equivalenis of the fair market values reasonably determined by both parties.

IN WITNESS WHEREOF the parties have executed this docoment on the respective dates specified below with effect from
the date specificd on the first page of this document,

MERRILL LYNCH Z% QIjRVICES, INC. OHIO POWER COMPANY INC.,

AUTHORIZED SIGNATORY %@WT i 7
By: BY:

Nathe: Stephan T. Mé¥nes

Name:
Title: Title: Assistant Treasurer
Date: Date: January 3, 2006
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SCHEDULE
to the Master Agreement

dated as of December 9, 2005

between
MERRILL LYNCH CAPITAL and OHIQ POWER COMPANY
SERVICES, INC.,, INC.,
a corporation a corporation organized under the
organized under the laws of the State of laws of the State of Chio
Delaware ("Party B™)
("Pa.fl’y All)
Part1
Termination Provisions
In this Agreement:

(a) "Specified Entity" means in relation to Party A for the purpose of:

Section 5(a)(v), NONE
Section 5(a)(vi), NONE
Section 5{a){vii), NONE
Section 5(b)(iv). . NONE

and in relation to Party B for the purpose of:

Section 5(a)(v), NONE
Section 5(a)(vi), NONE
Section 5(a)(vii), NONE
Section 5(b)(iv), NONE
(b) "Specified Tronsaction' shall have the meaning specified in Section 14 of this Agreement

provided, that the words “commodity swap” and “commodity option” shall be deleted from line 5 of such
definition and the following is hereby inserted before the end of the definition: “but shall not include any

kind of energy commodity transaction”.

“energy commodity transaction” is defined as a transaction in which the price or value of electricity, a
foel used to generate electricity or an allowance to emit a pollutant during the generation of electricity is

a material term.

(c) The "Cross Default” provisions of Section 5(a)(vi) of this Agreement, as modified below, will
apply to Party A and to Party B. Section 5(a)(vi) of this Agreement is hereby amended by deleting the
words "cr becoming capable at such time of being declared" that are found beginning on line seven thereof

and by the addition of the following at the end thereof:
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"provided, however, that notwithstanding the foregoing, an Event of Default shall not occur
under cither (1) or (2) above if, (aa) the event or condition referred to in (1) or the failure to pay referred to
in (2) is a failure to pay caused by an error or pmission of an adminisirative or operational nature; and (bb)
funds were available to such party, any Credit Support Provider of such party or any applicable Specified
Entity of such party, as the case may be, to enable it to make the relevant payment when due; and (cc) such
relevant payment is made within three Local Business Days and (dd) the Specified Indebtedness has not

been declared due and payable under the applicable agreement.

If such provisions apply:

"Specified Indebtedness' will have the meaning specified in Section 14 of this Agreement.

"Threshold Amouni’ means:

@) with respect to Party A, or any Specified Entity, the greater of: (i) U.S. Dollars 100
million.(or the equivalent in any other currency or currencies) or (ii) to 2% of shareholders’
equity (howsoever described) of its Credit Support Provider as shown on its most recent
annual audited financial statements and

and

(i) with respect to Party B, or any Specified Entity, U.S. Dollars 50 million.(or the equivalent
in any other currency or currencies).

(d) The "Credit Event Upon Merger' provisions of Section 5(b)(iv) will apply to Party A and Party B.
provided, however, that "Credit Event Upon Merger” shall not have its meaning as defined in Section
5(b){iv), but shall mean, that (i) such Party ("X"), any Credit Support Provider of X or any applicable
Specified Entity of X consolidates or amalgamates with, or merges into, or transfers all or substantially all
its assets to, another entity ("Y") or Y merges into X, any Credit Support Provider of X or any applicable
Specified Entity of X (ii) such action does not constitute an event described in Section 5(a)(viii); and (iii)
Standard and Poor's Ratings Group, a division of The McGraw-Hill Companies Inc. or any successor
organization ("S&P'") or Moody's Investors Service, Inc. or any successor organization ("Moody's") rates the
creditworthiness of the resulting, surviving or transferee entity immediately after such action at least three
modifiers (a modifier being 1, 2 or 3 for Moody's; plus, nentfral or minus for S&F) lower than that of X, any
credit Support Provider of X or any applicable Specified Entity of X immediately prior ic such action or
such rating is below investment grade (investment grade being at least BBB- for S&P and Baa3 for
Moody's). For the purpose of the foregoing Termination Event, the Affected Party will be either Party A or

Party B, as the case may be.

(e) The "Automatic Early Termination" provision of Section 6(a) will not apply to Party A or Party
B.

(£ "Payments op Early Termination". For the purpose of Section 6(e) of this Agreement:

(i) Market Quotation will apply.
(ii) The Second Method will apply.

(2) "Termination Currency” means one of the currencies in which payments are required to be made

pursuant to a Confirmation in respect of a Terminated Transaction selected by the Non-defaulting Party or

20
ENSWAP_ L AWWWASTER AGREEMENTSWLCSIOHIO POWER COMPANY INC.DOC


file://E:/SWAP_t7/W/MASTER

the party that is not the Affected Party, as the case may be, or, in the circumstances where there are two
Affected Parties, as agreed between the parties or, failing such agreement or, if the currency so selected is

not freely available, the Termination Currency shall be U.S. Dollars.

(h) "Additional Termination Event "' will not apply.

Part2
Tax Representations

(a) Payer Tax Representation. For the purpose of Section 3(¢} of this Agreement, Party A and
Party B make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant
governmental revenue authority, of any Relevant Jurisdiction to make any deduction or
withholding for or on account of any Tax from any payment (other than inferest under
Section 2(e), 6(d)(ii) or 6(e) of this Agreement) to be made by it to the other party under
this Agreement. In making this representation, it may rely on:

(i) the accuracy of any representations made by the other party pursuant to
Section 3(f) of this Agreement;

(ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) of
this Agreement and the accuracy and effectiveness of any document provided by

the other party pursuant to Section 4(a)(i) or 4(a)(iii) of this Agreement; and

(iii) the satisfaction of the agreement of the other party contained in Section 4(d)
of this Agreement;

provided, however, that it shall not be a breach cf this representation where reliance is
placed on clause (ii) above, and the other party does not deliver a form or document
under Section 4(a)(iii) by reason of material prejudice to its legal or commercial

position.

(b) Payee Tax Representation. For the purposes of Section 3(f), Party A and Pariy B make the
representations specified below:

(1) The following representation will apply to Party B:

Party B is a U.S. corporation and its U.S. taxpayer identification number is 31-4271000.

(2) The following representations will apply to Party A:

Party A is a U.S. corporation and its U.S. taxpayer identification number is 13-3227875.
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Part3
Agreement to Deliver Dacuments

For the purpose of Sections 3(d), 4(a)(i) and 4{a)(ii} of this Agreement, each party agrees to deliver the
following documents:

(a) Tax forms, documents or certificates to be delivered are:

Party Reguired io
Deliver Decument

Party A and Party B

Date by Which to be Delivered

(i) Before the first Payment Date under
this Agreement, (i1} prompily upon
reasonable demand by the other party,
and (#1) promptly upon learning that
any such form previously provided by
it has become obsolete or incorrect.

3] (WA § N -5 3

Form/Document/Cerxtificate

A correct, complete and executed U.S.
Internal Revenue Service Form W-9
{(or any successor thereto), including
appropriate attachments, that
eliminates U.S. federal backup
withholding tax on payments under
this Agreement.

(b) Other documents to be delivered are:

Party required to Form/Document/Certificate Date by which to be Covered by
deliver document delivered Section 3(d)
Representation

Party A and Evidence of the authority and On or before Yes
Party B true signatures of each official or  execution of this

representative signing this Agreement and each

- Agreement or, as the case may Confirmation forming
be, a Confirmation, on its behalf.  a part of this
Agreement.

Party B Opinion of Party B's legal On or before No

counsel in a form satisfactory to execution of this

Party A regarding (infer alia) the Agreement.

power and authority of Party B

to enter into this Agreement and

Transactions hereunder.
Party A and Party Annual aundited financial To the extent not Yes.
B. statements (or, in the case of publicly available,

Party A, of its Credit Support promptly after

Provider) prepared in accordance  request,

with generally accepted
accounting principles in the
country in which the party (or, in
the case of Party A, its Credit
Support Provider) is organized.
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DRSNS Laidnerh

Party required to
deliver document

Party A and Party
B.

Party A.

Party A.

Form/Document/Certificate

Quarterly unaudited financial
statements (or, in the case of
Party A, of its Credit Support
Provider) prepared in accordance
with generally accepted
accounting principles in the
conntry in which the party (or, in
the case of Party A, its Credit
Support Provider) is organized.
Credit Support Document, if
any, specified in Part 4 of the
Schedule, such Credit Support
Document being duly executed if
required.

Certified copies of the
resolution(s) of iis beard of
directors or other documents
authorizing the execution and
delivery of this Agreement.

Part 4

Date by which to be
delivered

To the extent not
publicly available,
promptly after
request.

Concurrently with the

execution of this
Agreement.

Concurrently with the
execution of this
Agreement.

Covered by
Section 3(d)
Representation
Yes.

No.

Yes.

(a)

Miscellaneous

Addresses for Notices. For the purposes of Section 12(a) of this Agreement:

(i) All notices or communications to Party A shall, with respect to a particular Transaction, be sent
to the address, telex number, or facsimile number reflected in the Confirmation of that Transaction,

and any notice for purposes of Sections 5 or 6 shall be sent to:

Address:

Attention:

Facsimile No.: 646 805-0218

Merrill Lynch World Headquarters
4 World Finanecial Center, 18th Floor
New York, New York 10080

Swap Group
Telephone No.: 212 449-7403

(For all purposes} :

Additionally, a copy of all notices pursuant to Sections 5, 6, and 7 as well as any changes to
counterparty’s address, telephone number or facsimile number should be sent to:

GMI Counsel
Merrill Lynch World Headquarters
4 World Fipancial Center, 12th Floor
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New York, New York 10080
Attention: Swaps Legal
Faesimile No.: 212 449-6993

(ii) All notices or communications to Party B shall be sent to the address, or facsimile number
reflected below:

Address: Ohio Power Company Inc.
1 Riverside Plaza, Columbus, OH 43215

Adtention: Treasurer
Facsimile: (614)223-2807 Telephone No: (614) 716-1000

(b) Process Agent. For the purpose of Section 13(¢) of this Agreement:

Party A appoints as its Process Agent: Not Applicable.
Party B appoints as its Process Agent: Not Applicable.

(©) Offices. The provisions of Secticn 10(a) of this Agresment will apply to Party A and Party B,
(d) Multibranch Party. For the purpose of Section 10(c) of this Agreement:

(i} Party A is not a Multibranch Party.
(i) Party B is not a Multibranch Party.

{e) Cualculation Agerrt. 'The Calculation Agent is Party A, unless otherwise specified in a Confirmation
in relation to the relevant Transaction.

(43) Credit Support Document. Details of any Credit Support Document:-

Party A: Guarantee of Merrill Lynch & Co., Inc. ("ML&Co.”} in the form attached hereto as
Exhibit A. : :

Party B: NONE
(2) Credit Support Provider.
Credit Support Provider means in relation to Party A, ML & Co.
Credit Support Provider means in relation to Party B, Not Applicable.

() Governing Law. This Agreement will be governed by and construed in accordance with the laws of
the State of New York.

(i) Netting of Payments. Subparagraph (ii) of Section 2(c) of this Agreement will apply, éxcept the
following groups of Transactions: (1) foreign exchange transactions and currency options, in which case
subparagraph (ii) of Section 2(c) of this Agreement will not apply.
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(a)

"Affilinte" will have the meaning specified in Section 14 of this Agreement.

Parts
Other Provisions

Set-off, Section 6 of this Agreement is hercby amended by adding the following Subsection (f) at

the end thereof:

()

"(f) Set-off. Any amount (the 'Early Termination Amount’) payable to one party (the 'Payee") by
the other party (the Payer') under Section 6(e), in circumstances where there is a Defaulting Party
or one Affected Party in the case where a Termination Event uvnder Section 5(b)(iv) has occtured,
will, at the option of the Party (X"} other than the Defaulting Party or the Affected Party (and
without prior notice to the Defaulting Party or Affected Party), be reduced by its set-off against any
amount(s) (the 'Other Agreement Amount’) payable (whether at such time or in the future or upon
the oceurrence of a contingency) by the Payee to the Payer (irrespective of the currency, place of
payment or booking office of the obligation) under any other agreement(s) between the Payee and
the Payer or instrument(s) or undertaking(s) issued or executed by one party to, or in favor of, the
other party (and the Other Agreement Amount will be discharged promptly and in all respects to the
extent it is so set-off). X will give notice to the other party of any set-off effected under this Section

6(f).

"Notwithstanding the foregoing, no agreement, -instrument or undertaking in which Party B's
obligations from one or more energy commodity transactions (as defined in Part 1(b) herein)
shall be eligible for set-off as provided herein nor shall any amounts derived from such
agreements, instruments or vndertakings be included in Other Agreement Amounts."

"For this purpose, either the Early Termination Amount or the Other Agreement Amount (or the
relevant portion of such amounts) may be converted by X into the currency in which the other is
denominated at the rate of exchange at which such party would be able, acting in a reasonable
manner and in good faith, to purchase the relevant ainount of such currency.

"If an obligation is unascertained, X may in good faith estimate that obligation and set-off in respect
of the estimate, subject to the relevant party accounting to the other when the obligation is

ascertained.

“Nothing in this Section 6(f) shall be effective fo create a charge or other security interest. This
Section 6(f) shall be without prejudice and in addition to any right of set-off, combination of
accounts, lien or other right to which any party is at any time otherwise entitled (whether by
operation of law, contract or otherwise)."

Representations. Section 3(a) is amended by adding the following paragraphs (vi), (vii) and (viii):

(vi) No Agency. It is entering into this Agreement and each Transaction as principal (and not as
agent or in any other capacity, fiduciary or otherwise).

(vii) Eligible Contract Participant. It is an "eligible contract participant” as that term is defined in
Section 1a(12) of the Commodity Exchange Act, as amended.
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(viii) Securifies Act Representations. If a Transaction is a Security as that term is defined in the
United States Securities Act of 1933, as amended (the "Securities Act"), and is not otherwise
exempt from the registration requirements of the Securities Act, then the offeree or buyer of the
Transaction (the "Offeree"), shall make the following representations, warranties and covenants,
and such representation, warranties and covenants shall remain in full force and effect whenever the
Offeree shall enter into a Transaction, or make any Payment or Delivery relating to a Transaction:

(A)  the Offeree is entering info the Transaction for its own account as principal, and not with a
view to, or for, resale, distribution or fractionalization thereof, in whole or in part, and no
gther person has a direct or indirect beneficial interest in the Transaction entered into by the

Offeree hereunder;

(B) the Offeree acknowledges its understanding that the offer and sale of any Transaction with
the other party is intended to be exempt from registration under the Securities Act, by
virtue of Section 4(2) of the Securities Act. In furtherance therecf, the Offeree represents
and warrants to the other party that (i) it has the finaneial ability to bear the economic risk
of its investment, and (ji) the Offeree qualifies as an "accredited investor” as that term is
defined under Regulation D under the Securities Act;

(C) the Offeree has been given the opportunity to ask questions of, and receive answers from,
the other party concerning the terms and conditions of the Transaction and has been given
the opportunity to obtain such additional information necessary in order for the Offeree 1o
evalate the merits and risks of the Transaction, to the extent the other party possesses such
information or can acquire it without unreasonable effort or expense, and the Offeree has
determined that the Transaction is a suitable investment for the Offeree. The Offeree
represents and warrants to the other party that, each time the Offeree enters into a
Transaction with the other party, the Offeree will be able to bear a Joss of its entire
investment. The Offeree further understands and agrees that in circumstances where the
Offeree holds a short position, its risk of loss conld be unlimited;

(D)  the Offeree fully understands and agrees that it must bear the economic risk of the
Transaction for the entire time period set forth in the Confirmation; and the Offereg
uniderstands and agrees that disposition of the Transaction is restricted under the Master
Agreement, the Securities Act and state securities laws. The Offeree understands that the
Transaction has not been, and is not intended to be, registered under the Securities Act or
under the securities laws of certain states and, therefore, cannot be resold, pledged,
assigned or otherwise disposed of unless registered under the Securities Act and uwnder the
applicable laws of such states, or an exemption from such registration is available. The
Offeree understands and agrees that the other party is not obliged to register the
Transaction on behalf of the Offerce or to assist the Offeree in complying with any
exemption from registration under the Securities Act or state securities laws. The Offeree
further understands and agrees that the other party is not, and will not be, obliged under any
circumstances to enter into or arrange a Transaction for the purpose of offsetting a
particular Transaction, but may do so in its discretion; and

(E) nothing contained herein shall require the other party to enter into any part or all of a
Transaction offered by the Offeree. The other party reserves the right to limit the number
and amount of certain Transactions that the Offeree, acting by itself or as part of a group,
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may maintain or acquire through or from the other party (or any affiliate of the other party)
at any time,

(c) Relationslhip Between Parties, Bach party will be deemed to represent to the other party on the
date on which it enters into a Transaction that (absent a written agreement between the parties that expressly

imposes affirmative obligations to the contrary for that Transaction):

(i) Non-Reliance. It is acting for its own account, and it has made its own independent decisions to
enter into that Transaction and as to whether that Transaction is appropriate or proper for it based
upon its own judgment and vpon advice from such advisers as it has deemed necessary. It is not
relying on any communication (written or .oral) of the other party as investment advice or as a
recommendation to enter into that Transaction; it being understood that information and
explanations related to the terms and conditions of a Transaction shall not be considered investment
advice or a recommendation to enter into that Transaction. No communication (written or oral)
received from the other party shall be deemed to be an assurance or guarantec as to the expected

results of that Transaction.

(ii) Assessment and Understanding. 1t is capable of assessing the merits of and understanding (on
its own behalf or through independent professional advice), and understands and accepts the terms,
conditions and risks of that Transaction. It is also capable of assuming, and assumes, the risks of

that Transaction.

(iii) Status of Parties. The other party is not acting as a fiduciary for or an adviser to it in respect of
that Transaction,

(d) Waiver of Jury Trial, EACH PARTY HEREBY IRREVOCABLY WAIVES ANY AND ALL
RIGHT TO TRIAL BY JURY IN ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY TRANSACTION AND ACKNOWLEDGES THAT
THIS WAIVER IS A MATERTAL INDUCEMENT TO THE OTHER PARTY'S ENTERING INTC

THIS AGREEMENT.

{e) Consent fo Recording. Bach Party (i) consents to the recording of all telephone conversations
between tradingand marketing personne] of the parties in connection with this Agreement or any potential
Transaction, and (ii} agrees that recordings may be submitted in evidence in any Proceedings relating to this
Agreement, provided, however, that each party shall refain the right to object to any such submission on any
grounds available under the applicable laws of evidence.

{f) Agreements. Section 4 of this Agreement is hereby amended by the addition of Section 4(f) as
follows:

"(f)  Physical Delivery. In respect of any physically settled Transactions, it will, at the time of
delivery, have the unqualified right io.iransfer and will fransfer any securities, commaodities or
currency it delivers to the other party free of any liens, claims, encumbrances or security interests."

(h) Financial Statements. Section 3(d) is hereby amended by adding in the third line thereof after
the word “respect” and before the period:
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“or, in the case of financial statements, a fair presentation of the financial condition of the
relevant party™.

(i) Transfer. Notwithstanding the provisions of Section 7, Party A may assign its rights and
delepate its obligations under any Transaction, in whole or in part, to any affiliate (an “Assignee”) of ML
& Co., cffective (the “Effective Date™) upon delivery to Party B of both (a) an executed acceptance and
assumption by the Assignee of the transferred obligations of Party A under the Transaction(s) (the
“Fransferrad Obligations™); and (b) an executed guarantee of ML & Co., of the Transferred Obligations,
substantially in the form of Exhibit A hereto. On the Effective Date, (a) Party A shall be released from
all obligations and liabilities arising under the Transferred Obligations; and (b} the Transferred
Obligations shall cease to be Transaction(s) under this Agreement and shall be deemed fo be
Transaction(s) under the master agreement between Assignee and Party B, provided that, if at sach time
Assignee and Party B have not entered into a master agreement, Assignee and Party B shall be deemed to
have entered into an ISDA form of Master Agreement (Multicurrency-Cross Border) without any

Schedule attached thereto.

() Method of Notice. Section 12(a)(ii) of the Master Agreement is deleted in its entirety.

k) Jurisdiction.

(a) Section 13(b)(i) of the Agreement is amended to read in its entirety as follows:

"(i) submits to the jurisdiction of the courts of the State of New York and the
United States District Court located in the Borough of Manhattan in New York
" City, which submission shall be exclusive unless none of such courts has lawful

jurisdiction over such Proceedings;" and

(b} the final paragraph of Section 13(b) of the Agreement is hereby deleted.

MERRILL LYNCH CAPITAL SERVICES, | OHIO POWER COMPANY INC.
INC.

—_ wa | Byzﬁzﬁzmﬁ%

GNATORY Npfoe: Stephan T. H
Title: Assistant Treasurer
Date: January 3, 2006

a
Title:
Date:
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EXHIBIT A
GUARANTEE OF MERRILL LYNCH & CO., INC.

FOR VALUE RECEIVED, receipt of which is hereby acknowledged, Merrill Lynch & Co., Inc., a
corporation duly organized and existing iunder the laws of the State of Delaware "ML & CO.”), hersby
unconditionally and irrevocably (subject to the below termination provisions) guaramtees to OHIO POWER
COMPANY INC. (the “Company”), the due and punctual payment of any and all amounts payable by Merrill Lynch
Capital Services, Inc., a corporation organized under the laws of the State of Delaware (“MLCS™), its successors and
permitied assigns, to the extent such successors or permiited assigns are direct or indirect subsidiaries of ML & Co.,
uwnder the terms of the Master Agreement between the Company and MLCS, dated as of December __, 2005 (the
“Agreement™), including, in case of default, interest on any amount due, when and as the same shall become due and
payable, whether on the scheduled payment dates, at maturity, upon declaration of fermination or otherwise,
according to the terms thereof. In case of the failure of MLCS punctually to make any such payment, ML & Co.
hereby agrees to make such payment, or cause such payment to be made, promptly npen demand made by the
Company to ML & Co.; provided, however thiat delay by the Company in giving such demand shall in no event affect
ML & Co.’s oblipations under this Guarantee, This Guarantee shall remain in full force and effect or shall be
reinstated (as the case may be) if at any time any payment guaranteed hereunder, in whole or in part, is rescinded or
must otherwise be retumed by the Company upon the insolvency, bankrupicy or reorganization of MLCS or

otherwise, all as though such payment had not been made.

MI, & Co. hereby agrees that its obligations herennder shall be unconditional, irrespective of the validity,
regularity or enforceability of the Agreement; the absence of any action to enforce the same; any waiver or consent
by the Company concerning any provisions thereof; the rendering of any judgment against MLCS or any action to
enforce the same; or any other circumstances that might otherwise constitute a legal or equitable discharge of a
guarantor or a defense of a guarantor. ML & Co. covenants that this guarantee will not be discharged except by
complete payment of the amounts payable under the Agreement. This Guarantee shall continue to be effective if
MLCS merges or consolidates with or into another entity, loses its separate legal identity or ceases to exist.

ML & Co. hereby waives diligence; presentment; profest; notice of protest, acceleration, and dishonor;
filing of claims with a court in the event of insolvency or bankiuptey of MLCS; all demands whaisoever, except as
noted in the first paragraph hereof; and any right to require a proceeding first against MLCS.,

ML & Co. hereby certifies and warrants that this Guarantee constitntes the valid obligation of ML & Co.
and complies with all applicable laws.

This Guarantee shall be governed by, and construed in accordance with, the laws of the State of New York.

This Guarantee may be terminated at any time by notice by ML & Co. to the Company given in accordance
with the notice provisions of the Agreement, effective upon receipt of such notice by the Company or such later date
as may be specified in such notice; provided, however, that this Guarantee shall contimue in full force and effect with
respect to any obligation of MLCS under the Agreement eatered into prior to the effectiveness of such notice of

termination.

This Guarantee becomes effective concurrent with the effectiveness of the Apreement, according to its
terms.

IN WITNESS WHEREOF, ML & Co. has cansed this Gnarantee to be executed in ifs corporate name by its
duly authorized representative.

MERRILL LYNCH & CO., INC,
Name:
Title:

Date:
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EXHIBIT B

Merrill Lynch Capital Services, Inc.
Merrill Lynch World Headquarters

4 World Financial Center, 12th Floor
New York, New York 10080

Dated as of , 2005

Ladies and Gentlemen:

I have acted as counsel to Ohio Power Company Inc. (the “Counterparty™) in connection with its
execution and delivery of the ISDA Master Agreement and the ISDA Schedule to the Master Agreement,
each dated December 9, 2005 {collectively, the “Agreement”), between Merrill Lynch Capital Services,
Inc. (*MLCS”) and the Counterparty. Capitalized terms used but not defined herein shall have their
respective meanings as set forth in the Agreement.

I have examined an executed copy of the Agreement and such other documents, insfruments and
certificates as I have deemed necessary or appropriate for the opinions expressed herein. I have assumed,
without independent verification, (i) the genuineness of all signatures, other than the signatures of
persons signing on behalf of the Counterparty; (ii) the authenticity of all documents submitted to me as
originals and the conformity with the originals of all documents submitted to me as certified, conformed
or photostatic copies; and (iii) the truth, accuracy and completeness of the factual matters contained in

the representations and warranties set forth in the Agreement.

Although the Agreement refers to a procedure whereby the parties might from time to time enter into
Transactions governed by the Agreement, I express no opinion regarding any Transactions or any
Confirmations thereof or the Agreement as supplemented by any Transactions or Confirmations thereof.

Based on the foregoing, I am of the opinion that:

1. The Counterparty is a corporation duly organized, validly existing and in good standing
under the laws of the State of New York, and has full power and authority to execute and deliver

the Agreement and to performn its obligations thereunder.

2. The execution, delivery and performance by the Counterparty of the Agreement has been
duly authorized by all necessary organizational action of the Counterparty and do not conflict
with or result in a breach of the Counterparty’s organizational documents.

3. Any authorization, consent, approval, exemption or license from, or filing of any
registration with, any federal or state governmental authority required to be obtained or made by
the Counterparty as a condition to its execution and delivery of the Agreement, or to the
performance by it of its obligations thereunder has been obtained or made.
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4. To my actual knowledge without independent investigation, the execution, delivery and
performance by the Counterparty of the Agreement do not violate, conflict with, or result in a
breach of, any law, rule or regulation applicable to the Counterparty, or any material contractual
restriction, order or judgment binding on the Counterparty or iis assets,

5. The Counterparty has executed and delivered the Agreement, and such Agreement
constitutes the legal, valid and binding obligation of the Counterparty, enforceable against the
Counterparty in accordance with its terms, subject to the qualification that the enforceability of
such Agreement may be limited by bankmptcy, reorganization, insclvency, moratorium and other
similar laws of gemeral application affecting the enforcement of creditor’s rights generally and by
general principles of equity (regardless of whether enforcement is sought in a proceeding in

equity or at law).

6. The submission to the exclusive jurisdiction of the State and Federal couris in New York
City for al]l purposes in connection with, and the consent to service of process in, the Master
Agreement are valid and binding upon Counterparty and not subject to revocation.

This opinion has been furnished to you for your use in connection with the Agreement and may not be
relied upon by any other person, or by you for any other purpose, without my writien consent. This
opinion is given as of the date hereof and I disclaim any obligation to advise you of any change of law
that occurs or any facts of which I become aware after the date of this opinion. The opinions expressed
hercin are limited to those matters expressly set forth and no opinion is to be inferred or implied beyond

the matters expressly so stated.

Very truly yours,

William E. Johnson
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