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May 30, 2002

Morgan Stanley & Co. Incorporated
Banc of America SecuritiesLLC
Fleet Securities, Inc.
c/o Morgan Stanley & Co. Incorporated
1585 Broadway
New York, New York 10036

Dear Sirs and Mesdames:

Conectiv, a Delaware corporation (the "Company"), proposes to issue and sdll to the severd
purchasers named in Schedule | hereto (the "I nitial Pur chasers") $250,000,000 principal amount of its
5.30% Notes due 2005 (the "Securities") to be issued pursuant to the provisons of an Indenture dated as
of May 17, 1999, as supplemented by a Supplemental Indenture No. 1 dated as of June 1, 2002 (the
"Indenture™) between the Company and Wachovia Trust Company, Nationd Association (formerly First
Union Trust Company, National Association), as Trustee (the "Trustee”).

The Securities will be offered without being registered under the Securities Act of 1933, as
amended (the "Securities Act"), to qudified indtitutiona buyersin compliance with the exemption from
regigtration provided by Rule 144A under the Securities Act, in offshore transactions in reiance on
Regulation S under the Securities Act ("Regulation S*) and to ingtitutiona accredited investors (as defined
in Rule 501(8)(1), (2), (3) or (7) under the Securities Act) that ddiver aletter in the form annexed to the
Find Memorandum (as defined below).

The Initial Purchasers and their direct and indirect transferees will be entitled to the benefits of a
Regidration Rights Agreement, to be dated June 4, 2002, between the Company and the Initial Purchasers
(the"Registration Rights Agreement”). In connection with the sale of the Securities, the Company has
prepared a preliminary offering memorandum (the "Preliminary M emorandum”) and will prepare afind
offering memorandum (the "Final M emorandum" and, with the Prdiminary Memorandum, each a
"M emorandum”) including or incorporating by reference a description of the terms of the Securities, the
terms of the offering and a description of the Company. Asused herein, the term "Memorandum”* shdl
include in each case the documents incorporated by reference therein. The terms "supplement”,
"amendment" and "amend" as used herein with respect to a Memorandum shdl include dl documents
deemed to be incorporated by reference in the Preliminary Memorandum or Finad Memorandum that are
filed subsequent to the date of such Memorandum with the Securities and Exchange Commission (the
"Commission”) pursuant to the Securities Exchange Act of 1934, as amended (the "Exchange Act").

1. Representations and Warranties. The Company represents and warrants to, and agrees with,
you that:

(@ () Eachdocument, if any, filed or to be filed pursuant to the Exchange Act and
incorporated by reference in either Memorandum complied or will comply when sofiled in dll



materia respects with the Exchange Act and the gpplicable rules and regulations of the
Commisson thereunder and (ji) the Preliminary Memorandum does not contain and the Findl
Memorandum, in the form used by the Initid Purchasersto confirm saes and on the Closing
Date (as defined in Section 4), will not contain any untrue statement of amaterid fact or omit to
date a materia fact necessary to make the satements therein, in the light of the circumstances
under which they were made, not mideading, except that the representations and warranties set
forth in this paragraph do not apply to statements or omissions in either Memorandum based
upon informeation relating to any Initid Purchaser furnished to the Company in writing by such
Initid Purchaser through you expresdy for use therein.

(b) The Company has been duly incorporated, is vaidly existing as a corporation in good
standing under the laws of the jurisdiction of itsincorporation, has the corporate power and
authority to own its property and to conduct its business as described in each Memorandum and
isduly qudified to transact business and isin good standing in each jurisdiction in which the
conduct of its business or its ownership or leasing of property requires such qudification, except
to the extent that the failure to be so qudified or be in good standing would not have amaterid
adverse effect on the Company and its subsidiaries, taken asawhole.

(c) Each subsdiary of the Company has been duly organized, isvaidly exising asa
corporation, limited ligbility company, limited partnership or business trust in good standing under
the laws of the jurisdiction of its organization, has the organizational power and authority to own
its property and to conduct its business as described in each Memorandum and is duly qualified
to transact business and is in good standing in each jurisdiction in which the conduct of its
business or its ownership or leasing of property requires such qudification, except to the extent
that the failure to be so qudified or bein good standing would not have a materid adverse effect
on the Company and its subsidiaries, taken asawhole; al of the issued shares of capital stock of
each subgdiary of the Company (to the extent owned by the Company directly or through
subgdiaries) have been duly and vaidly authorized and issued, are fully paid and non-assessable
and are owned free and clear of dl liens, encumbrances, equities or clams.

(d) This Agreement has been duly authorized, executed and delivered by the Company.

(e) The Securities have been duly authorized and, when executed and authenticated in
accordance with the provisions of the Indenture and ddlivered to and paid for by the Initia
Purchasers in accordance with the terms of this Agreement, will be valid and binding obligations
of the Company, enforceable againgt the Company in accordance with their terms, subject to
applicable bankruptcy, insolvency or smilar laws affecting creditors rights generadly and generd
principles of equity, whether congdered in a proceeding in equity or & law, and will be entitled
to the benefits of the Indenture pursuant to which such Securities are to be issued.

(f) Each of the Indenture and the Regidtration Rights Agreement has been duly
authorized, executed and delivered by, and is avdid and binding agreement of, the Company,
and, when authorized, executed and ddlivered by the gppropriate parties, shal be enforceable
againgt the Company in accordance with its terms, subject to gpplicable bankruptcy, insolvency

2



or smilar laws affecting creditors rights generdly and generd principles of equity and except that
any rights to indemnity or contribution thereunder may be limited by federal or state securities
laws and public policy congderdtions.

(g) The execution and delivery by the Company of, and the performance by the
Company of its obligations under, this Agreement, the Indenture, the Regidtration Rights
Agreement and the Securities will not contravene any provison of applicable law or the
certificate of incorporation or by-laws of the Company or any agreement or other instrument
binding upon the Company or any of its subsdiaries that is materid to the Company and its
subsidiaries, taken as awhole, or any judgment, order or decree of any governmenta body,
agency or court having jurisdiction over the Company or any subsdiary.

(h) No consent, gpprovd, authorization or order of, or qudification with, any
governmenta body or agency is required for the performance by the Company of its obligations
under this Agreement, the Indenture, the Regitration Rights Agreement or the Securities, except
such as may be required by the federal and state securities laws or Blue Sky laws of the various
dates in connection with the offer and sale of the Securities, and except for the order of the
Commission issued on March 22, 2002 in Release No. 35-27507, File No. 70-9095, which
order remainsin full force and effect asissued and is not subject to review or apped.

(i) There has not occurred any material adverse change, or any development or event
which would be reasonably likely to have a materid adverse change, in the condition, financid or
otherwise, or in the earnings, business or operations of the Company and its subsidiaries, taken
asawhole, from that set forth in the Find Memorandum.

(j) Thereareno legd or governmental proceedings pending or to the Company's
knowledge threatened to which the Company or any of its subsidiariesis a party or to which any
of the properties of the Company or any of its subsidiariesis subject other than (i) proceedings
accurately described in al materid respects in each Memorandum or (i) proceedings that would
not have amaterid adverse effect on the Company and its subsidiaries, taken asawhole, or on
the power or ability of the Company to perform its obligations under this Agreement, the
Indenture, the Regigtration Rights Agreement or the Securities or to consummeate the transactions
contemplated by the Find Memorandum.

(k) The Company and its subsidiaries (i) are in compliance in dl materia repects with
any and dl gpplicable foreign, federd, state and local laws and regulations relating to the
protection of human hedlth and safety, the environment or hazardous or toxic substances or
wastes, pollutants or contaminants ("Environmental Laws"), (ii) have received dl permits,
licenses or other approvals required of them under gpplicable Environmenta Laws to conduct
their respective businesses and (iii) are in compliance in al materid respects with al terms and
conditions of any such permit, license or approval, except where such noncompliance with
Environmenta Laws, failure to recelve required permits, licenses or other approvas or falure to
comply with the terms and conditions of such permits, licenses or gpprovals would not, singly or



in the aggregate, have a materia adverse effect on the Company and its subsidiaries, taken asa
whole.

() To the Company's knowledge, there are no costs or ligbilities associated with
Environmenta Laws (including, without limiteation, any capita or operating expenditures required
for clean-up, closure of properties or compliance with Environmental Laws or any permit,
license or approvd, any related congtraints on operating activities and any potentid ligbilitiesto
third parties) which would, sSngly or in the aggregete, have a materia adverse effect on the
Company and its subsidiaries, taken asawhole.

(m) The Company is not, and after giving effect to the offering and sde of the Securities
and the gpplication of the proceeds thereof as described in the Find Memorandum, will not be
an "investment company" as such term is defined in the Investment Company Act of 1940, as
amended.

(n) Neither the Company nor any &ffiliate (as defined in Rule 501(b) of Regulation D
under the Securities Act, an "Affiliate™) of the Company has directly, or through any agent, (i)
sold, offered for sale, solicited offersto buy or otherwise negotiated in respect of, any security
(as defined in the Securities Act) which is or will be integrated with the sde of the Securitiesina
manner that would require the registration under the Securities Act of the Securities or (ii)
engaged in any form of genera solicitation or generd advertising in connection with the offering
of the Securities, (asthose terms are used in Regulation D under the Securities Act) or in any
manner involving a public offering within the meaning of Section 4(2) of the Securities Act.

(0) None of the Company, its Affiliates or any person acting on its or their behdf has
engaged or will engage in any directed sdling efforts (within the meaning of Regulation S) with
respect to the Securities and the Company and its Affiliates and any person acting on its or their
behdf have complied and will comply with the offering restrictions requirement of Regulation S.

(p) Itisnot necessary in connection with the offer, sale and ddlivery of the Securitiesto
the Initia Purchasersin the manner contemplated by this Agreement to register the Securities
under the Securities Act assuming the accuracy of the representations, warranties and
agreements of the Initial Purchasers set forth in Section 7 hereof, or to qualify the Indenture
under the Trust Indenture Act of 1939, as amended.

(g) The Securities satisfy the requirements set forth in Rule 144A(d)(3) under the
Securities Act.

2. Agreementsto Sell and Purchase. The Company hereby agreesto sdll to the severd Initid
Purchasers, and each Initid Purchaser, upon the basis of the representations and warranties herein
contained, but subject to the conditions hereinafter stated, agrees, severdly and not jointly, to purchase
from the Company the respective principal amount of Securities st forth in Schedule | hereto opposite its
name at a purchase price of 99.473% of the principal amount thereof (the "Pur chase Price") plus accrued
interest, if any, to the Closing Date.



The Company hereby agrees that, without the prior written consent of Morgan Stanley & Co.
Incorporated on behdf of the Initial Purchasers, it will not, during the period beginning on the date hereof
and continuing to and including the Closing Date, offer, sdll, contract to sdll or otherwise dispose of any
debt securities of the Company or warrants to purchase debt securities of the Company subgtantialy
gmilar to the Securities (other than the sale of the Securities under this Agreement).

3.  Termsof Offering. You have advised the Company that the Initid Purchasers will make an
offering of the Securities purchased by the Initia Purchasers hereunder on the termsto be set forth in the
Final Memorandum, as soon as practicable after this Agreement is entered into asin your judgment is
advisable.

4. Payment and Delivery. Payment for the Securities shall be made to the Company in Federd
or other fundsimmediately available in New Y ork City against delivery of such Securities for the respective
accounts of the severd Initid Purchasers at 10:00 am., New Y ork City time, on June 4, 2002, or a such
other time or such other date as shall be agreed upon by the Initid Purchasers and the Company. Thetime
and date of such payment are hereinafter referred to asthe "Closing Date.”

Certificates for the Securities shdl be in definitive form or globa form, as specified by you, and
registered in such names and in such denominations as you shal request in writing not later than one full
business day prior to the Closing Date. The certificates evidencing the Securities shall be delivered to
you on the Closing Date for the respective accounts of the severd Initial Purchasers, with any transfer
taxes payable in connection with the transfer of the Securitiesto the Initia Purchasers duly paid, againgt
payment of the Purchase Price therefor plus accrued interest, if any, to the date of payment and
delivery.

5. Conditionsto the Initial Purchasers Obligations. The severd obligetions of the Initid
Purchasers to purchase and pay for the Securities on the Closing Date are subject to the following
conditions.

(@ Subsequent to the execution and ddlivery of this Agreement and prior to the Closing
Date:

(i)  thereshdl not have occurred any downgrading, nor shall any notice
have been given of any intended downgrading in the rating accorded the Company or
any of the Company's debt securities or any intended negative change in the rating
outlook for the Company by any "nationaly recognized satistica rating organization,”
as such term is defined for purposes of Rule 436(g)(2) under the Securities Act; and

(i)  there shdl not have occurred any change or development in the
condition, financid or otherwise, or in the earnings, business or operations of the
Company and its subsidiaries, taken asawhole, from that set forth in the Find
Memorandum (exclusive of any amendments or supplements thereto subsequent to
the date of this Agreement) that, in your reasonable judgment, is materid and adverse
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and that makesiit, in your reasonable judgment, impracticable to market the Securities
on the terms and in the manner contemplated in the Find Memorandum.

(b) TheInitid Purchasers shal have received on the Closing Date a certificate, dated the
Closing Date and Sgned by an executive officer of the Company, to the effect set forth in
Section 5(8)(i) and to the effect that the representations and warranties of the Company
contained in this Agreement are true and correct as of the Closing Date and that the Company
has complied with al of the agreements and satisfied dl of the conditions on its part to be
performed or satisfied hereunder on or before the Closing Date.

The officer 9gning and ddlivering such certificate may rely upon the best of hisor her
knowledge as to proceedings threatened.

(c) Thelnitid Purchasers shal have received on the Closing Date an opinion of Peter F.
Clark, Esq., General Counsd of the Company, dated the Closing Date, asto the matters
referred to in Exhibit A.

(d) Thelnitia Purchasers shdl have received on the Closing Date an opinion of Blank
Rome Comisky & McCauley LLP, specid counsd to the Company, dated the Closing Date, as
to the matters referred to in Exhibit A.

(e) Thelnitid Purchasers shdl have received on the Closing Date an opinion of Thelen
Reid & Priest LLP, counsd for the Initid Purchasers, dated the Closing Date, in form and
substance satisfactory to the Initid Purchasers.

() Thelnitid Purchasers shdl have received on the Closing Date a letter, dated the
Closing Date, in form and substance satisfactory to the Initid Purchasers, from
PricewaterhouseCoopers LL P, independent public accountants, containing statements and
information of the type ordinarily included in accountants "comfort letters' to underwriters with
respect to the financial statements and certain financid information contained in or incorporated
by reference into the Find Memorandum; provided that the letter shdl use a"cut-off date’ not
earlier than the date hereof.

6. Covenants of the Company. In further consderation of the agreements of the Initia
Purchasers contained in this Agreement, the Company covenants with each Initid Purchaser asfollows

(@ Tofurnishtoyouin New York City, without charge, prior to 10:00 am. New Y ork
City time on the business day next succeeding the date of this Agreement and during the period
mentioned in Section 6(c), as many copies of the Find Memorandum, any documents
incorporated by reference therein and any supplements and amendments thereto as you may
reasonably request.

(b) Before amending or supplementing either Memorandum, to furnish to you a copy of
each such proposed amendment or supplement and not to use any such proposed amendment or
supplement to which you reasonably object.
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(c) If, during such period after the date hereof and prior to the date on which al of the
Securities shal have been sold by the Initid Purchasers, any event shal occur or condition exist
asaresult of which it is necessary to amend or supplement the Find Memorandum in order to
make the statements therein, in the light of the circumstances when the Find Memorandum is
delivered to a purchaser, not mideading, or if, in the opinion of counsd for the Initid Purchasers,
it is necessary to amend or supplement the Find Memorandum to comply with applicable law,
forthwith to prepare and furnish, at its own expense, to the Initial Purchasers, either amendments
or supplements to the Final Memorandum so that the statements in the Find Memorandum as so
amended or supplemented will nat, in the light of the circumstances when the Find Memorandum
is delivered to a purchaser, be mideading or so that the Find Memorandum, as amended or
supplemented, will comply with applicable law.

(d) Toendeavor to qualify the Securities for offer and sale under the securities or Blue
SKy laws of such jurisdictions as you shdl reasonably request.

(e) Whether or not the transactions contemplated in this Agreement are consummated or
this Agreement is terminated, to pay or cause to be paid dl expensesincident to the performance
of its obligations under this Agreement, induding: (i) the fees, disbursements and expenses of the
Company's counsd and the Company's accountants in connection with the issuance and sde of
the Securities and al other fees or expensesin connection with the preparation of each
Memorandum and al amendments and supplements thereto, including al printing costs
associated therewith, and the ddlivering of copies thereof to the Initial Purchasers, in the
quantities herein above specified, (i) all costs and expenses related to the transfer and ddlivery of
the Securitiesto the Initid Purchasers, including any transfer or other taxes payable thereon, (jii)
the cost of printing or producing any Blue Sky or legd investment memorandum in connection
with the offer and sdle of the Securities under state securities laws and dl expensesin connection
with the qualification of the Securities for offer and sale under state securities laws as provided in
Section 6(d) hereof, including filing fees and the reasonable fees and disbursements of counsd
for the Initid Purchasarsin connection with such qudification and in connection with the Blue
Sy or legd investment memorandum, (iv) any fees charged by rating agencies for the rating of
the Securities, (v) dl document production charges and out-of- pocket expenses of counsd to
the Initia Purchasers (but not including their fees for professona services) in connection with the
preparation of this Agreement, (vi) the costs and charges of the Trustee and any transfer agent,
registrar or depositary, (Vii) the cost of the preparation, issuance and ddlivery of the Securities,
(vii) the costs and expenses of the Company relating to investor presentations on any "road
show”" undertaken in connection with the marketing of the offering of the Securities, including,
without limitation, expenses associated with the production of road show dides and graphics,
fees and expenses of any consultants engaged in connection with the road show presentations
with the prior gpprova of the Company, travel and lodging expenses of the representatives and
officers of the Company and any such consultants, and the cost of any aircraft chartered in
connection with the road show, and (ix) al other costs and expenses (upon approva of the
Company) incident to the performance of the obligations of the Company hereunder for which
provison is not otherwise made in this Section. 1t is understood, however, that except as
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provided in this Section, Section 8, and the last paragraph of Section 10, the Initial Purchasers
will pay dl of their costs and expenses, including fees and disbursements of their counsd, transfer
taxes payable on resale of any of the Securities by them and any advertising expenses connected
with any offers they may make.

(f) Neither the Company nor any Affiliste will sall, offer for sale or solicit offersto buy or
otherwise negotiate in respect of any security (as defined in the Securities Act) which could be
integrated with the sale of the Securities in amanner which would require the regisiration under
the Securities Act of the Securities.

(9) Not to solicit any offer to buy or offer or sell the Securities by means of any form of
generd solicitation or generd advertising (as those terms are used in Regulation D under the
Securities Act) or in any manner involving a public offering within the meaning of Section 4(2) of
the Securities Act.

(h) While any of the Securities remain "restricted securities” within the meaning of the
Securities Act, to make available, upon request, to any sdller of such Securities the information
specified in Rule 144A(d)(4) under the Securities Act, unless the Company is then subject to
Section 13 or 15(d) of the Exchange Act.

(i) None of the Company, its Affiliates or any person acting on its or their behaf (other
than the Initid Purchasers) will engagein any directed sdlling efforts (asthat term is defined in
Regulation S) with respect to the Securities, and the Company and its Affiliates and each person
acting onitsor their behaf (other than the Initid Purchasers) will comply with the offering
redtrictions requirement of Regulation S.

(j) During the period of two years after the Closing Date, the Company will not, and will
not permit any of its affiliates (as defined in Rule 144A under the Securities Act) to resdl any of
the Securities which condtitute "restricted securities’ under Rule 144A that have been reacquired
by any of them.

7. Offering of Securities; Restrictionson Transfer. (&) Each Initid Purchaser, severdly
and not jointly, represents and warrants that such Initid Purchaser is a qudified inditutiond buyer as
defined in Rule 144A under the Securities Act (a"QIB"). Each Initial Purchaser, severdly and not
jointly, agrees with the Company that (i) it will not solicit offersfor, or offer or sdl, such Securities by
any form of generd solicitation or generd advertising (asthose terms are used in Regulaion D under the
Securities Act) or in any manner involving a public offering within the meaning of Section 4(2) of the
Securities Act and (i) it will soliait offersfor such Securities only from, and will offer such Securitiesonly
to, personsthat it reasonably believes to be (A) in the case of offersinside the United States, (1) QIBs
or (2) other indtitutiond accredited investors (as defined in Rule 501(8)(1), (2), (3) or (7) under the
Securities Act (“ingtitutional accredited investors™) thet, prior to their purchase of the Securities,
deliver to such Initial Purchaser aletter containing the representations and agreements set forth in
Appendix A to the Memorandum and (B) in the case of offers outside the United States, to persons
other than U.S. persons (“foreign purchaser s," which term shal include deders or other professiona
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fiducariesin the United States acting on a discretionary basis for foreign beneficid owners (other than an
edtate or trust)) in reliance upon Regulation S under the Securities Act that, in each case, in purchasing
such Securities are deemed to have represented and agreed as provided in the Find Memorandum under
the caption "Transfer Redtrictions”.

(b) EachInitial Purchaser, severdly and not jointly, represents, warrants, and agrees with
respect to offers and sales outside the United States that:

() such Initia Purchaser understands that no action has been or will be taken
in any jurisdiction by the Company that would permit a public offering of the
Securities, or possession or distribution of either Memorandum or any other offering
or publicity meteria relating to the Securities, in any country or jurisdiction where
action for that purposeis required;

(i) such Initid Purchaser will comply with dl gpplicable laws and regulationsin
each jurisdiction in which it acquires, offers, sells or delivers Securities or hasin its
possession or digtributes either Memorandum or any such other materid, in al cases
at its own expense;

(iif) the Securities have not been registered under the Securities Act and may
not be offered or sold within the United States or to, or for the account or benefit of,
U.S. persons except in accordance with Rule 144A or Regulation S under the
Securities Act or pursuant to another exemption from the registration requirements of
the Securities Act;

(iv) suchInitial Purchaser has offered the Securities and will offer and sdll the
Securities (A) as part of their digtribution at any time and (B) otherwise until 40 days
after the later of the commencement of the offering and the Closing Date, only in
accordance with Rule 903 of Regulation S or as otherwise permitted in Section 7(a);
accordingly, neither such Initid Purchaser, its Affiliates nor any persons acting on its
or their behdf have engaged or will engage in any directed selling efforts (within the
meaning of Regulaion S) with repect to the Securities, and any such Initid
Purchaser, its Affiliates and any such persons have complied and will comply with the
offering redrictions requirement of Regulation S;

(v) suchInitial Purchaser has (A) not offered or sold and, prior to the date Six
months after the Closing Date, will not offer or sdl any Securitiesto personsin the
United Kingdom except to persons whose ordinary activitiesinvolve themin
acquiring, holding, managing or disposing of investments (as principa or agent) for the
purposes of their businesses or otherwise in circumstances which have not resulted
and will not result in an offer to the public in the United Kingdom within the meaning
of the Public Offers of Securities Regulations 1995; (B) complied and will comply
with al applicable provisons of the Financid Services Act 1986 with respect to
anything done by it in relation to the Securitiesin, from or otherwise involving the
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United Kingdom, and (C) only issued or passed on and will only issue or passonin
the United Kingdom any document received by it in connection with the issue of the
Securitiesto a person who is of akind described in Article 11(3) of the Financid
Services Act 1986 (Investment Advertisements) (Exemptions) Order 1996 or isa
person to whom such document may otherwise lawfully be issued or passed on;

(vi) such Initid Purchaser agreesthat, at or prior to confirmation of sales of the
Securities, it will have sent to each distributor, dedler or person receiving asdlling
concession, fee or other remuneration that purchases Securities from it during the
restricted period a confirmation or notice to subgtantialy the following effect:

"The Securities covered hereby have not been registered under the U.S.
Securities Act of 1933 (the "Securities Act”) and may not be offered and sold within
the United States or to, or for the account or benefit of, U.S. persons (i) as part of
their digribution at any time or (ii) otherwise until 40 days after the later of the
commencement of the offering and the closing date, except in ether casein
accordance with Regulation S (or Rule 144A if available) under the Securities Act.
Terms used above have the meaning given to them by Regulation S."

Terms used in this Section 7(b) have the meanings given to them by Regulétion S.

8. Indemnity and Contribution. (@) The Company agreesto indemnify and hold harmless
each Initid Purchaser and each person, if any, who controls any Initia Purchaser within the meaning of
ether Section 15 of the Securities Act or Section 20 of the Exchange Act from and againgt any and all
losses, daims, damages and liabilities (including, without limitation, any legal or other expenses reasonably
incurred in connection with defending or investigating any such action or claim) caused by any untrue
gtatement or aleged untrue statement of a materia fact contained in either Memorandum (as amended or
supplemented if the Company shal have furnished any amendments or supplements thereto), or caused by
any omisson or dleged omisson to Sate therein amaterid fact necessary to make the gatements thereinin
the light of the circumstances under which they were made not mideading, except insofar as such losses,
clams, damages or liabilities are caused by any such untrue statement or omission or dleged untrue
Satement or omission based upon information relating to any Initia Purchaser furnished to the Compary in
writing by such Initid Purchaser through you expresdy for use therein; provided, however, that the
foregoing indemnity agreement with repect to any Preliminary Memorandum shall not inure to the benefit
of any Initid Purchaser from whom the person asserting any such losses, claims, damages or ligbilities
purchased Securities, or any person controlling such Initid Purchaser, if a copy of the Memorandum (as
then amended or supplemented if the Company shal have furnished any amendment or supplements
thereto) was not sent or given by or on behdf of such Initid Purchaser to such person, if required by law
S0 to have been delivered, at or prior to the written confirmation of the sale of the Securitiesto such
person, and if the Memorandum (as so amended or supplemented) would have cured the defect giving rise
to such losses, dlaims, damages or liabilities, unless such falure is the result of noncompliance by the
Company with Section 8(a) hereof.
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(b) EachInitid Purchaser agrees, severdly and not jointly, to indemnify and hold
harmless the Company, its directors, its officers and each person, if any, who controls the
Company within the meaning of either Section 15 of the Securities Act or Section 20 of the
Exchange Act to the same extent as the foregoing indemnity from the Company to such Initid
Purchaser, but only with reference to information relating to such Initial Purchaser furnished to
the Company in writing by such Initia Purchaser through you expresdy for usein either
Memorandum or any amendments or supplements thereto.

() Incaseany proceeding (including any governmentd investigetion) shal be indtituted
involving any person in respect of which indemnity may be sought pursuant to Section 8(a) or
8(b), such person (the "indemnified party™) shadl promptly notify the person againg whom such
indemnity may be sought (the "indemnifying party") in writing and the indemnifying party, upon
request of the indemnified party, shdl retain counsd reasonably satisfactory to the indemnified
party to represent the indemnified party and any others the indemnifying party may designatein
such proceeding and shal pay the fees and disbursements of such counsel related to such
proceeding. In any such proceeding, any indemnified party shall have the right to retain itsown
counsdl, but the fees and expenses of such counsd shdl be at the expense of such indemnified
party unless (i) theindemnifying party and the indemnified party shal have mutualy agreed to the
retention of such counsel or (i) the named parties to any such proceeding (including any
impleaded parties) include both the indemnifying party and the indemnified party and
representation of both parties by the same counsal would be ingppropriate due to actua or
potentid differing interests between them. It is understood that the indemnifying party shal not, in
respect of the legd expenses of any indemnified party in connection with any proceeding or
related proceedings in the same jurisdiction, be liable for the fees and expenses of more than one
separate firm (in addition to any loca counsdl) for dl such indemnified parties and that dl such
fees and expenses shdl be reimbursed as they are incurred. Such firm shdl be designated in
writing by Morgan Stanley & Co. Incorporated, in the case of parties indemnified pursuant to
Section 8(a), and by the Company, in the case of partiesindemnified pursuant to Section 8(b).
Theindemnifying party shdl not be lidble for any settlement of any proceeding effected without
its written consent, but if settled with such consent or if there be afind judgment for the plaintiff,
the indemnifying party agrees to indemnify the indemnified party from and againgt any loss or
liability by reason of such settlement or judgment. No indemnifying party shdl, without the prior
written consent of the indemnified party, effect any settlement of any pending or threatened
proceeding in respect of which any indemnified party is or could have been a party and
indemnity could have been sought hereunder by such indemnified party, unless such settlement
includes an unconditiond release of such indemnified party from dl lidbility on damsthet are the
subject matter of such proceeding

(d) To the extent the indemnification provided for in Section 8(a) or 8(b) is unavailable to
an indemnified party or insufficient in repect of any losses, dams, damages or liabilities referred
to therein, then each indemnifying party under such paragraph, in lieu of indemnifying such
indemnified party thereunder, shdl contribute to the amount paid or payable by such indemnified
party as aresult of such losses, claims, damages or lighilities (i) in such proportion asis
appropriate to reflect the relative benefits received by the Company on the one hand and the
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Initia Purchasers on the other hand from the offering of the Securities or (i) if the dlocation
provided by clause 8(d)(i) aboveis not permitted by applicable law, in such proportion asis
appropriate to reflect not only the relative benefits referred to in clause 8(d)(i) above but also the
relative fault of the Company on the one hand and of the Initial Purchasers on the other hand in
connection with the statements or omissons that resulted in such losses, claims, damages or
ligbilities, as well as any other relevant equitable consderations. The relative benefits received by
the Company on the one hand and the Initia Purchasers on the other hand in connection with the
offering of the Securities shall be deemed to be in the same respective proportions as the net
proceeds from the offering of the Securities (before deducting expenses) received by the
Company and the total discounts and commissions received by the Initial Purchasers, in each
case as st forth in the Find Memorandum, bear to the aggregate offering price of the Securities.
The rdative fault of the Company on the one hand and of the Initial Purchasers on the other hand
shall be determined by reference to, among other things, whether the untrue or dleged untrue
satement of amaterid fact or the omission or dleged omisson to state a materia fact relates to
information supplied by the Company or by the Initid Purchasers and the parties rdative intent,
knowledge, access to information and opportunity to correct or prevent such statement or
omisson. The Initid Purchasers respective obligations to contribute pursuant to this Section 8
are severd in proportion to the respective principa amount of Securities they have purchased
hereunder, and not joint.

(e) The Company and the Initid Purchasers agree that it would not be just or equitable if
contribution pursuant to this Section 8 were determined by pro rata dlocation (even if the Initid
Purchasers were treated as one entity for such purpose) or by any other method of dlocation
that does not take account of the equitable considerations referred to in Section 8(d). The
amount paid or payable by an indemnified party as a result of the losses, claims, damages and
ligbilities referred to in Section 8(d) shal be deemed to include, subject to the limitations set forth
above, any legd or other expenses reasonably incurred by such indemnified party in connection
with investigating or defending any such action or clam. Notwithstanding the provisons of this
Section 8, no Initia Purchaser shdl be required to contribute any amount in excess of the amount
by which the tota price at which the Securities purchased by it were resold to investors exceeds
the amount of any damages that such Initia Purchaser has otherwise been required to pay by
reason of such untrue or dleged untrue statement or omission or aleged omission. No person
guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities Act)
shdl be entitled to contribution from any person who was not guilty of such fraudulent
misrepresentation. The remedies provided for in this Section 8 are not exclusive and shal not
limit any rights or remedies which may otherwise be available to any indemnified party at law or

in equity.

() Theindemnity and contribution provisions contained in this Section 8 and the
representations, warranties and other statements of the Company contained in this Agreement
shdl remain operative and in full force and effect regardless of (i) any termination of this
Agreement, (ii) any investigation made by or on behdf of any Initial Purchaser or any person
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contralling any Initid Purchaser or by or on behdf of the Company, its officers or directors or
any person controlling the Company and (jii) acceptance of and payment for any of the
Securities.

9. Termination. This Agreement shdl be subject to termination by notice given by you to the
Company, if (a) after the execution and ddlivery of this Agreement and prior to the Closing Date (i) trading
generdly shall have been suspended or materialy limited on or by, as the case may be, any of the New
Y ork Stock Exchange, the American Stock Exchange or the National Association of Securities Dedlers,
Inc., (ii) trading of any securities of the Company shal have been suspended on any exchange or in any
over-the-counter market, (iii) agenera moratorium on commercid banking activitiesin New York shall
have been declared by either Federal or New Y ork State authorities or (iv) there shdl have occurred any
outbreak or escalation of hodilities, any declaration of war by Congress or any other substantial nationa or
internationd calamity or crigs, or any change in financia markets that, in your reasonable judgment, is
material and adverse and (b) in the case of any of the events specified in clauses 9()(i) through 9(a)(iv),
the occurrence of such event, singly or together with any other such event, makesit, in your reasonable
judgment, impracticable or inadvisable to proceed with the offer, sale or delivery of the Securities on the
terms and in the manner contemplated in the Find Memorandum.

10. Effectiveness; Defaulting Initial Purchasers. This Agreement shal become effective upon
the execution and ddlivery hereof by the parties hereto.

If, on the Closing Date, any one or more of the Initial Purchasers shdll fail or refuse to purchase
Securitiesthet it or they have agreed to purchase hereunder on such date, and the aggregeate principa
amount of Securities which such defaulting Initid Purchaser or Initial Purchasers agreed but failed or
refused to purchase is not more than one-tenth of the aggregate principal amount of Securitiesto be
purchased on such date, the other Initial Purchasers shdl be obligated severdly in the proportions that the
principa amount of Securities set forth opposite their respective namesin Schedule | bears to the
aggregate principal amount of Securities set forth opposite the names of adl such non-defaulting Initid
Purchasers, or in such other proportions as you may specify, to purchase the Securities which such
defaulting Initial Purchaser or Initial Purchasers agreed but failed or refused to purchase on such date;
provided that in no event shdl the principal amount of Securities that any Initia Purchaser has agreed to
purchase pursuant to this Agreement be increased pursuant to this Section 10 by an amount in excess of
one-ninth of such principa amount of Securities without the written consent of such Initia Purchaser. If, on
the Closing Date any Initid Purchaser or Initid Purchasers shdl fail or refuse to purchase Securities which
it or they have agreed to purchase hereunder on such date and the aggregate principal amount of Securities
with respect to which such default occurs is more than one-tenth of the aggregate principal amount of
Securities to be purchased on such date, and arrangements satisfactory to you and the Company for the
purchase of such Securities are not made within 36 hours after such default, this Agreement shdl terminate
without ligbility on the part of any non-defaulting Initid Purchaser or of the Company. In any such case
ether you or the Company shdl have the right to postpone the Closing Date, but in no event for longer
than seven days, in order that the required changes, if any, in the Finad Memorandum or in any other
documents or arrangements may be effected. Any action taken under this paragraph shall not rdieve any
defaulting Initid Purchaser from ligbility in repect of any default of such Initid Purchaser under this
Agreement.
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If this Agreement shdl be terminated by the Initid Purchasers, or any of them, because of any failure
or refusa on the part of the Company to comply with the terms or to fulfill any of the conditions of this
Agreement, or if for any reason the Company shal be unable to perform its obligations under this
Agreement, the Company will reimburse the Initid Purchasers or such Initia Purchasers as have so
terminated this Agreement with respect to themsdlves, severdly, for al out-of-pocket expenses (including
the fees and disbursements of their counsel) reasonably incurred by such Initial Purchasersin connection
with this Agreement or the offering contemplated hereunder.

11. Counterparts. This Agreement may be signed in any number of counterparts, each of which
ghdl be an origind, with the same effect as if the signatures thereto and hereto were upon the same
ingrument.

12.  Applicable Law. This Agreement shdl be governed by and construed in accordance with
the internd laws of the State of New Y ork.

13. Notices. All communications hereunder will be in writing and, if sent to the Initid Purchasers
will be mailed, ddlivered or transmitted by electronic means, and confirmed, to the Initial Purchasers c/o
Morgan Stanley & Co. Incorporated, 1585 Broadway, New Y ork, New Y ork 10036, Attention:
Michael Fusco, or, if sent to the Company, will be mailed, ddivered or transmitted by eectronic means,
and confirmed, to Conectiv, 800 King Street, Wilmington, DE 19899, Attention: Assstant Treasurer.

14. Partiesin Interest. This Agreement shdl inure soldly to the benefit of the Company and the
Initial Purchasers and, to the extent provided in Section 8 hereof, to any person who controls any Initia
Purchaser, to the officers and directors of the Company, and to any person who controls the Company,
and their respective successors. No other person, partnership, association or corporation shall acquire or
have any right under or by virtue of this Agreement. The term "successor” shdl not include any assgnee of
an Initid Purchaser (other than one who shdl acquire dl or substantialy dl of such Initia Purchaser's
business and properties), nor shall
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it include any purchaser of Securities from any Initid Purchaser merdly because of such purchase.

15. Headings. The headings of the sections of this Agreement have been inserted for
convenience of reference only and shall not be deemed a part of this Agreement.

16. Initial Purchaser's Counsel. The Company and the Initial Purchasers acknowledge that
Thelen Reid & Priest LLP (&) has acted or will act as counsd to the Initial Purchasers in connection with
this Agreement and the transactions contemplated hereby and (b) has acted, and will continue to act, as
counsd to the Company and certain of its affiliated companies in connection with certain federa income tax
matters that are not related to this Agreement or the transaction s contemplated hereby, and the Company
and the Initial Purchasers consent to such dual representation.

Very truly yours,

Conectiv

By: /9 P.S. Reese
Name: P.S. Reese
Title Vice Presdent and Treasurer

Accepted as of the date hereof
Morgan Stanley & Co. Incorporated
Acting on behdf of itsaf

and the severd Initid Purchasers

named in Schedule | hereto.

By: Morgan Stanley & Co. Incorporated

By: /9 Michael Fusco
Name: Michad Fusco
Title Executive Director
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SCHEDULE |

Principal Amount of
Initial Purchaser Securitiesto be Purchased
Morgan Stanley & Co. Incorporated................... $150,000,000
Banc of America SecuritiesLLC.........coovviiint . 50,000,000
Fleat SecuritieS, INC... .o 50,000,000

Total .., $250,000,000



EXHIBIT A
CONTENTS OF OPINIONS OF COMPANY COUNSEL

The opinion of Peter F. Clark, Esg., Vice President and Generd Counsel of the
Company, will be to the effect set forth in paragraphs (b), (c) (limited to
Demarva Power & Light Company, Atlantic City Electric Company, Conectiv
Mid-Merit, Inc., Conectiv Energy Holding Company ("CEH") and each of CEH's
direct and indirect subsidiaries), (d), (e), (f), (9), (h), (j) (limited to the knowledge
of counsd), (M) and (p) in Section 1 of the Purchase Agreement:

Such opinion of counsd will confirm, to the knowledge of counsd, thet, as of the
date of the Purchase Agreement and as of the Closing Date, the Final
Memorandum did not and does not include any untrue statement of a materiad fact
or omit to state any materid fact necessary in order make the statements therein,
in the light of the circumstances under which they were made, not mideading.

In expressing opinions as to matters governed by the law of the State of New
York, Mr. Clark may rely upon the opinion of Blank Rome Comisky &
McCauley LLP referred to below.

The opinion of Blank Rome Comisky & McCauley LLP, specid counsd to the
Company, will be to the effect set forth in paragraphs (e) and (f) (limited to the
Indenture) in Section 1 of the Purchase Agreement.
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