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PART I: FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
THE AES CORPORATION
Condensed Consolidated Balance Sheets

(Unaudited)
September 30, December 31,
2014 2013
(in millions, except share
and per share data)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,67C $ 1,64:
Restricted cash 487 597
Short-term investments 68€ 66¢
Accounts receivable, net of allowance for doubittounts of $104 and $134, respectively 2,75¢ 2,36:
Inventory 741 684
Deferred income taxes 14¢ 16€
Prepaid expenses 20¢ 17¢
Other current assets 1,19¢ 97¢
Current assets of discontinued operations andfoelgale businesses _ 464
Total current assets 7,881 7,73¢
NONCURRENT ASSETS
Property, Plant and Equipment:
Land 90z 92z
Electric generation, distribution assets and other 30,67( 30,59¢
Accumulated depreciation (9,98)) (9,604
Construction in progress 3,47¢ 3,19¢
Property, plant and equipment, net 25,067 25,11
Other Assets:
Investments in and advances to affiliates 704 1,01¢(
Debt service reserves and other deposits 48( 541
Goodwill 1,46¢ 1,622
Other intangible assets, net of accumulated anatidiz of $156 and $153, respectively 282 297
Deferred income taxes 695 66¢€
Other noncurrent assets 2,401 2,17(
Noncurrent assets of discontinued operations ahidfbesale businesses _ 1,25¢
Total other assets 6,02¢ 7,56(
TOTAL ASSETS $ 38,98 $ 40,41
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Accounts payable $ 2,200 $ 2,25¢
Accrued interest 40z 268
Accrued and other liabilities 2,121 2,11«
Non-recourse debt, including $242 and $267, respdyf related to variable interest entities 2,347 2,06z
Recourse debt — 11¢
Current liabilities of discontinued operations dadd-for-sale businesses _ 837
Total current liabilities 7,07: 7,65
NONCURRENT LIABILITIES
Non-recourse debt, including $1,036 and $979, iy, related to variable interest entities 13,37: 13,31¢
Recourse debt 5,34 5,551
Deferred income taxes 1,165 1,11¢

Pension and other post-retirement liabilities 1,22¢ 1,31(



Other noncurrent liabilities 3,15¢ 3,29¢

Noncurrent liabilities of discontinued operatiomsldneld-for-sale businesses — 432
Total noncurrent liabilities 24,26¢ 25,02¢
Contingencies and Commitments (see Note 9)
Cumulative preferred stock of subsidiaries 78 78
EQUITY

THE AES CORPORATION STOCKHOLDERS' EQUITY
Common stock ($0.01 par value, 1,200,000,000 stearémrized; 814,456,569 issued and 715,960,4Xtanding at

September 30, 2014 and 813,316,510 issued and0R242 outstanding at December 31, 2013) 8 8
Additional paid-in capital 8,35t 8,44:
Retained earnings (accumulated deficit) 417 (150)
Accumulated other comprehensive loss (3,176 (2,882
Treasury stock, at cost (98,496,142 shares at ®épte30, 2014 and 90,808,168 shares at Decemb2033) (1,209 (1,089
Total AES Corporation stockholders’ equity 4,397 4,33(
NONCONTROLLING INTERESTS 3,16¢ 3,321
Total equity 7,56¢ 7,651
TOTAL LIABILITIES AND EQUITY $ 38,98: $ 40,41

See Notes to Condensed Consolidated Financialnstats.
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THE AES CORPORATION

Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(in millions, except per share amounts)
Revenue:
Regulated $ 2,37¢  $ 2,06: $ 6,63¢ $ 6,17¢
Non-Regulated 2,06: 1,93¢ 6,37¢ 5,91¢
Total revenue 4,441 3,99¢ 13,01« 12,09:
Cost of Sales:
Regulated (1,956) (1,669 (5,739 (5,087)
Non-Regulated (1,719 (1,406 (4,902 (4,43))
Total cost of sales (3,679 (3,069 (10,639 (9,519
Operating margin 767 927 2,38( 2,573
General and administrative expenses (45) (53 (14¢) (160)
Interest expense (390) (35¢) (1,08¢) (1,06%)
Interest income 69 85 20¢& 212
Loss on extinguishment of debt 47 — (196) (212)
Other expense 12 (15) (37) (598)
Other income 12 25 56 10¢€
Gain on disposals and sale of investments 362 3 362 2€
Goodwill impairment expense — (59) (154) (58)
Asset impairment expense (15) (16) (90) (64)
Foreign currency transaction gains (losses) (79 32 91) (1€)
Other non-operating expense (16) (122) (60) (122)
INCOME FROM CONTINUING OPERATIONS BEFORE TAXES ANEQUITY IN
EARNINGS OF AFFILIATES 60¢€ 45C 1,14z 1,16
Income tax expense (92) (12¢) (303) (285)
Net equity in earnings of affiliates (6) 15 39 21
INCOME FROM CONTINUING OPERATIONS 50€ 33¢ 87¢ 90:
Income (loss) from operations of discontinued besses, net of income tax expense
(benefit) of $0, $(3), $22, and $2, respectively — (38 27 37)
Net loss from disposal and impairments of discamthbusinesses, net of income tax
expense (benefit) of $0, $(1), $4, and $(2), rethpaly — (78) (56) (117)
NET INCOME 50¢& 228 84¢ 758
Noncontrolling interests:
Less: Income from continuing operations attributatbl noncontrolling interests (20) (164 (29 (449
Less: Loss from discontinued operations attribiablnoncontrolling interests — 12 9 14
Total net income attributable to noncontrollingeirgsts (20 (152) (28¢€) (43%)
NET INCOME ATTRIBUTABLE TO THE AES CORPORATION $ 48¢  $ 71 $ 56: % 32(
AMOUNTS ATTRIBUTABLE TO THE AES CORPORATION COMMON
STOCKHOLDERS:
Income from continuing operations, net of tax $ 48t $ 175 $ 582 $ 452
Loss from discontinued operations, net of tax — (104) (20) (134)
Net income $ 48t $ 71 % 56 % 32(

BASIC EARNINGS PER SHARE:

Income from continuing operations attributable teAES Corporation common

stockholders, net of tax $ 066 $ 02: % 081 $ 0.61
Loss from discontinued operations attributable he RES Corporation common

stockholders, net of tax — (0.19 (0.0%) (0.1¢)
NET INCOME ATTRIBUTABLE TO THE AES CORPORATION COMRN

STOCKHOLDERS $ 0.6 $ 0.0¢ $ 0.7¢  $ 0.4¢

DILUTED EARNINGS PER SHARE:



stockholders, net of tax $ 067 $ 02: $ 081 $ 0.61
Loss from discontinued operations attributable lte RES Corporation common

stockholders, net of tax — (0.19 (0.0%) (0.1¢)
NET INCOME ATTRIBUTABLE TO THE AES CORPORATION COMEMN
STOCKHOLDERS $ 067 $ 00¢ $ 0.7¢ % 0.4<
DILUTED SHARES OUTSTANDING 74C 747 727 74¢
DIVIDENDS DECLARED PER COMMON SHARE $ 005 $ — % 01C $ 0.0¢

See Notes to Condensed Consolidated Financialristats.
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THE AES CORPORATION

Condensed Consolidated Statements of Comprehensiveeome

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in millions)
NET INCOME $ 506 $ 22: % 84¢ % 75E
Available-for-sale securities activity:
Change in fair value of available-for-sale secesitinet of income tax (expense) benefit of $(
$0, $0 and $0, respectively @ — 1 (1)
Reclassification to earnings, net of income taypémse) benefit of $0, $0, $0 and $0,
respectively — — — 1
Total change in fair value of available-for-saleigities 1) — @) —
Foreign currency translation activity:
Foreign currency translation adjustments, net cbime tax (expense) benefit of $1, $1, $(7)
$3, respectively (329) (6) (300) (264)
Reclassification to earnings, net of income taypémse) benefit of $0, $0, $0 and $0,
respectively 4) — (52) 41
Total foreign currency translation adjustments (339 (6) (352 (229
Derivative activity:
Change in derivative fair value, net of income ¢@xpense) benefit of $6, $0, $52 and $(28),
respectively (36) 7 (267) 93
Reclassification to earnings, net of income taypémse) of $(10), $(8), $(23) and $(30),
respectively 44 27 7€ 112
Total change in fair value of derivatives 8 34 (185) 20t
Pension activity:
Change in pension adjustments due to prior sengsg net of income tax (expense) benefit
$0, $0, $(1) $0, respectively — — 1 —
Change in pension adjustments due to disposakobdiinued operations for the period, net of
income tax (expense) benefit of $0, $0, $(9), 86pectively — — 14 —
Reclassification to earnings due to amortizationetfactuarial loss, net of income tax (expel
benefit of $(3), $(6), $(4) and $(20), respectively 5 12 21 39
Total pension adjustments 5 12 3€ 38
OTHER COMPREHENSIVE INCOME (LOSS) (321 4C (507) 21
COMPREHENSIVE INCOME 187 26< 34¢ 77€
Less: Comprehensive (income) loss attributableotecantrolling interests 10¢ 71 (119 (454)
COMPREHENSIVE INCOME ATTRIBUTABLE TO THE AES CORPGRION $ 29t % 922 $ 22¢ % 322

See Notes to Condensed Consolidated Financialistats.
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Condensed Consolidated Statements of Cash Flows

OPERATING ACTIVITIES:

Net income

Adjustments to net income:
Depreciation and amortization
(Gain) loss on sale of assets and investments
Impairment expenses
Deferred income taxes
Provisions for (releases of) contingencies
Loss on the extinguishment of debt
Loss on disposals and impairments - discontinuetiatipns
Other

Changes in operating assets and liabilities
(Increase) decrease in accounts receivable

(Increase) decrease in inventory

THE AES CORPORATION

(Unaudited)

(Increase) decrease in prepaid expenses and atitentassets

(Increase) decrease in other assets

Increase (decrease) in accounts payable and athentliabilities

Increase (decrease) in income tax payables, netthed tax payables

Increase (decrease) in other liabilities
Net cash provided by operating activities
INVESTING ACTIVITIES:
Capital expenditures
Acquisitions, net of cash acquired
Proceeds from the sale of businesses, net of cégh s
Proceeds from the sale of assets
Sale of short-term investments
Purchase of short-term investments
Decrease in restricted cash, debt service resangsther assets
Other investing
Net cash used in investing activities
FINANCING ACTIVITIES:
Borrowings (repayments) under the revolving créalitlities, net
Issuance of recourse debt
Issuance of non-recourse debt
Repayments of recourse debt
Repayments of non-recourse debt
Payments for financing fees
Distributions to noncontrolling interests
Contributions from noncontrolling interests
Dividends paid on AES common stock
Payments for financed capital expenditures
Purchase of treasury stock
Other financing
Net cash used in financing activities

Effect of exchange rate changes on cash

Nerreace in rach nf direantiniied and -far-cale hiicineeat

Nine Months Ended September 30,

2014 2013
(in millions)
84¢ $ 75t
937 982
(349 4
304 30¢
83 (82)
(41) 33
19¢ 212
51 10¢
13t (26)
(492) 13¢
(79 (6)
(12) 402
(439) (149
(14) (57¢)
(239) (6€)
31¢ 6
1,21¢ 2,04(
(1,389 (1,330
(72¢) (©)
1,66¢ 167
28 52
3,33¢ 3,37t
(3,386 (3,639
162 75
(55) 35
(362) (1,267
14 (22)
1,52¢ 75(C
2,25% 3,08:
(2,019 (1,20¢)
(1,639 (2,28%)
(111 (14¢)
(377) (38%)
114 157
(10¢) (89)
(360) (436)
(240) (63)
4 15
(844) (63%)
(59 (39

el

nn



Total increase in cash and cash equivalents

Cash and cash equivalents, beginning

Cash and cash equivalents, ending
SUPPLEMENTAL DISCLOSURES:

Cash payments for interest, net of amounts capéali

Cash payments for income taxes, net of refunds
SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITES:

Assets received upon sale of subsidiaries

Assets acquired through capital lease

See Notes to Condensed Consolidated Financialnstats.

4

28
1,64:

12¢
1,90(

1,67(

2,02¢

90z
401

44

92:
50€

12




THE AES CORPORATION
Notes to Condensed Consolidated Financial Statement
For the Three and Nine Months Ended September 30024 and 2013

1. FINANCIAL STATEMENT PRESENTATION
Discontinued Operations and Reclassifications

Effective July 1, 2014, the Company prospectivelg@ted Accounting Standards Update ("ASU") No. 2084which significantly
changed the previous accounting guidance for disuaed operations as discussed further below. Tioe-period condensed consolidated
financial statements in this Quarterly Report omd0-Q (“Form 10-Q”) have been reclassified tdaetfthe businesses which met the criteric
to be reported as held-for-sale and discontinuedtatipns under the previous accounting guidancisasissed in Note 18 -Biscontinued
Operations and Held-for-Sale BusinessEsere were no disposals during the third quart&20d4 which met the criteria to be reported as
discontinued operations under ASU No. 2014-08. Harethe disposal of the U.K. Wind business duthmgthird quarter of 2014 would have
met the criteria to be reported as a discontinyeaiion prior to the adoption of ASU 2014-08.

Consolidation

In this Quarterly Report the terms “AES,” “the Coamy,” “us” or “we” refer to the consolidated entitycluding its subsidiaries and
affiliates. The terms “The AES Corporation,” “tharBnt” or “the Parent Company” refer only to thélmly held holding company, The AES
Corporation, excluding its subsidiaries and affd&a Furthermore, variable interest entities (“V)&s which the Company has a variable
interest have been consolidated where the Comsatimg iprimary beneficiary. Investments in which @@mpany has the ability to exercise
significant influence, but not control, are accashfor using the equity method of accounting. Atercompany transactions and balances hav
been eliminated in consolidation.

Interim Financial Presentation

The accompanying unaudited condensed consolidetaddal statements and footnotes have been prepasecordance with generally
accepted accounting principles in the United Statesmerica (“U.S. GAAP”), as contained in the Ricéal Accounting Standards Board
(“FASB") Accounting Standards Codification ("ASCTr interim financial information and Article 13 Begulation S-X issued by the U.S.
Securities and Exchange Commission (“SEC”). Acaughyi, they do not include all the information amatnotes required by U.S. GAAP for
annual fiscal reporting periods. In the opiniom@anagement, the interim financial information irtes all adjustments of a normal recurring
nature necessary for a fair presentation of thelteef operations, financial position, comprehgasncome and cash flows. The results of
operations for the three and nine months endece8dyar 30, 2014 are not necessarily indicative sifilte that may be expected for the year
ending December 31, 2014 . The accompanying corderensolidated financial statements are unauditeédshould be read in conjunction
with the 2013 audited consolidated financial staets and notes thereto, which are included in 8 Zorm 10-K filed with the SEC on
February 25, 2014 (the “ 2013 Form 10-K").

New Accounting Pronouncements Adopted

ASU No. 2013-11, Income Taxes (Topic 740), Presentaf an Unrecognized Tax Benefit When a Net &tpeg Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward Hziga consensus of the FASB Emerging Issues Task)Fo

Effective January 1, 2014, the Company prospegtimdbpted ASU No. 2013-11, which requires the ngttif unrecognized tax benefits
("UTBs") against a deferred tax asset for a losstber carryforward that would apply in settlemehtincertain tax positions. Under ASU No.
2013-11, UTBs are netted against all available spmgdiction losses or other tax carryforwards tiwvauld be utilized, rather than only agai
carryforwards that are created by the UTBs. Theathpo the Company’s Condensed Consolidated Bal8heet as of September 30, 20dak
a reduction of $66 million to “Other noncurrentdilities” and an offsetting increase to “Deferredome taxes” under “Noncurrent liabilities.”
There were no impacts on the results of operatimascash flows.

ASU No. 2014-08, Presentation of Financial Stateséhopic 205) and Property, Plant and Equipmermp(€ 360), Reporting
Discontinued Operations and Disclosures of DispssdlComponents of an Ent

Effective July 1, 2014, the Company prospectivelgmted ASU No. 2014-08, which significantly changfes existing accounting
guidance on discontinued operations. Early adopsignermitted for disposals (or classificationdekl-for-sale) that have not been reported ir
financial statements previously issued. Under ASLJ 2014-08, only those disposals of components @ity that represent a strategic shift
that has (or will have) a major effect on an efgityperations and financial results will be repdrés discontinued operations. Amongst other
changes: equity method investments that were puslyicccopedsut of the discontinued operations accounting guidaare now included in tl
scope; a business can meet the criteria to beiftdalsas held-for-sale upon acquisition and camdmpmrted in discontinued operations; and
components where an entity retains significantiooitig involvement or where operations and caswslaill not be eliminated from
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ongoing operations as a result of a disposal ttiosacan meet the definition of discontinued ofierss. Additionally, where summarized
amounts are presented on the face of the finastzitdments, reconciliations of those amounts t@n@gsses of line items are also required.
ASU No. 2014-08 requires additional disclosuredridividually material components that do not nihet definition of discontinued
operations. The Company's adoption of ASU No. 208 &ffective July 1, 2014 did not have any net it its financial position or results
of operations other than changing the classificatibthe UK Wind disposal which occurred during thizd quarter of 2014. Under the
previous accounting guidance, the UK Wind dispesalld have met the discontinued operations critenié would have been reclassified
accordingly. See Note 18 Biscontinued Operations and Held-for-Sale Busing&sefurther information.

Accounting Pronouncements Issued But Not Yet Effente
The following accounting standards have been isbuédre not yet effective for nor have been adbpieAES.
ASU No. 2014-05, Service Concession ArrangementsqB853)

In January 2014, the FASB issued ASU No. 2014-klvktates that certain service concession arrangsmath public-sector entity
grantors are not in scope of ASC 846aseq"ASC 840"). Operating entities with these typeswwhngements with publgector entities shou
not account for these arrangements under ASC 84@laould not recognize the related infrastructgrpraperty, plant and equipment. Entities
should apply other GAAP to the arrangement. Thedsted is effective for annual reporting periodsibeing after December 15, 2014 and
interim periods therein. Early adoption is perntdtt€he guidance will be applied on a modified reprective basis to service concession
arrangements in existence at the beginning ofifitalfyear of adoption, which is expected to be52at AES. The Company has preliminarily
identified certain concession arrangements thatlikdly be affected by this standard and is cutlseavaluating the impact of adopting the
standard on its financial position and resultsdrations.

ASU No. 2014-09, Revenue from Contracts with CusteiTopic 606)

In May 2014, the FASB issued ASU No. 2014-09 wthdtdrifies principles for recognizing revenue andl vasult in a common revenue
standard for U.S. GAAP and International FinanBlaporting Standards. The objective of the new stathis to provide a single and
comprehensive revenue recognition model for altremts with customers to improve comparability. Teeenue standard contains principles
that an entity will apply to determine the measwatrof revenue and timing of when it is recogniZHte standard requires an entity to
recognize revenue to depict the transfer of good®rrices to customers at an amount that theyesfiects to be entitled to in exchange for
those goods or services. The standard is effefiiivennual reporting periods beginning after Decenitb, 2016 and interim periods therein.
Early adoption is not permitted. The standard perithie use of either a full retrospective or medifretrospective approach. The Company he
not yet selected a transition method and is cugrevialuating the impact of adopting the standardt® financial position and results of
operations.

ASU No. 2014-12, CompensatienStock Compensation (Topic 718)

In June 2014, the FASB issued ASU No. 2014-12 wiséhtended to resolve the diverse accountingnreat in practice with
compensation awards. The objective of the new stahid to clarify the treatment of accounting ferformance targets which affect award
vesting. The standard is effective for annual répgmperiods beginning after December 15, 2015iatatim periods therein. Early adoption is
permitted. The standard permits the use of eith@papective or modified retrospective approacle Tompany has not yet selected a
transition method and is currently evaluating theact of the standard on its financial position eeglilts of operations, but does not expect tc
be materially impacted.

2. INVENTORY

The following table summarizes the Company’s ineenbalances as of the periods indicated:

September 30, 2014 December 31, 2013

(in millions)
Coal, fuel oil and other raw materials $ 375 % 334
Spare parts and supplies 36€ 35C
Total $ 741 $ 684

3. FAIR VALUE

The fair value of current financial assets andiliidds, debt service reserves and other depopisaximate their reported carrying
amounts. The estimated fair value of the Compaag&ets and liabilities have been determined usiatigdle market information. By virtue of
these amounts being estimates and based on hyipathieinsactions to sell assets or transfer ligds), the use of different market assumption:s
and/or estimation methodologies may have a mateffiett on the estimated fair value amounts. Theree no changes in fair valuation
techniques during the period and the Company coesitio follow the valuation techniques describeNate 4. —Fair Valuein Item 8. —
Financial Statements and Supplementary Lof its 2013 Form 10-K.
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Recurring Measurements

The following table sets forth, by level within tfar value hierarchy, the Company’s financial assad liabilities that were measured at
fair value on a recurring basis as of the periodécated:

September 30, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
(in millions)
Assets
AVAILABLE-FOR-SALE: “
Debt securities:
Unsecured debentures $ — % 484 % — % 484 % — % 435 % — % 43E
Certificates of deposit — 11¢ — 11¢ — 151 — 151
Government debt securities — 56 — 56 — 25 — 25
Subtotal — 65¢ — 65¢ — 611 — 611
Equity securities:
Mutual funds — 38 — 38 — 44 — 44
Subtotal — 38 — 38 — 44 — 44
Total available-for-sale — 697 — 697 — 65¢ — 65¢
TRADING:
Equity securities:
Mutual funds 15 — — 15 13 — — 13
Total trading 15 — — 15 13 — — 13
DERIVATIVES:
Interest rate derivatives — 20 — 20 — 98 — 98
Cross-currency derivatives — — — — — 5 — 5
Foreign currency derivatives = 29 10z 131 — 15 98 11z
Commodity derivatives — 28 13 41 — 18 6 24
Total derivatives — 77 11F 192 — 13€ 104 24C
TOTAL ASSETS $ 15  $ 774 % 115 $ 904 $ 13 8 791 % 104 % 90¢
Liabilities
DERIVATIVES:
Interest rate derivatives $ — % 19¢  $ 18C $ 37¢  $ — 3 221  $ 101 % 322
Cross-currency derivatives — 25 — 25 — 11 — 11
Foreign currency derivatives — 46 7 53 — 16 5 21
Commodity derivatives — 33 1 34 — 15 2 17
Total derivatives — 302 18¢ 491 — 268 10€ 371
TOTAL LIABILITIES $ — 30z % 18¢ % 491 $ — 26 % 106 % 371

@ Amortized cost approximated fair valueSeptember 30, 20JandDecember 31, 201.

The following tables present a reconciliation of derivative assets and liabilities measured atfaue on a recurring basis using
significant unobservable inputs (Level 3) for theee and nine months ended September 30, 20140413d(@resented net by type of
derivative). Transfers between Level 3 and Levat€determined as of the end of the reporting deaid principally result from changes in
significance of unobservable inputs used to cateutze credit valuation adjustment.

Three Months Ended September 30, 2014

Interest Foreign
Rate Currency Commodity Total
(in millions)
Balance at the beginning of the period $ 18y $ 107 $ 16 $ (60)
Total gains (losses) (realized and unrealized):
Included in earnings — ) — (7
Included in other comprehensive income - derivasigtvity (13) — — (13)
Included in other comprehensive income - foreigmency translation activity 9 4 — 5

Included in reaulatorv (assets) liabiliti — — (4) (4)



Settlements 7 Q) — 6

Balance at the end of the period $ 180) % 95 $ 12 $ (73)
Total gains (losses) for the period included iméeaygs attributable to the change in unrealiz¢
gains (losses) relating to assets and liabiliteld At the end of the period $ — 3 | $ — 3 (8




Three Months Ended September 30, 2013

Interest Foreign
Rate Currency Commodity Total
(in millions)
Balance at the beginning of the period $ 63 $ 70 % 9 $ 16
Total gains (losses) (realized and unrealized):
Included in earnings ) 28 (1) 26
Included in other comprehensive income - derivasigtvity 7 — — 7
Included in other comprehensive income - foreigmency translation activity ) (6) — )
Included in regulatory (assets) liabilities — — 4) 4
Settlements 9 (2) — 8
Transfers of assets (liabilities) into Level 3 (84) — — (84)
Transfers of (assets) liabilities out of Level 3 3C — — 30
Balance at the end of the period $ (109 $ 91 $ 4 % (8)
Total gains (losses) for the period included imeags attributable to the change in unrealiz¢
gains (losses) relating to assets and liabiliteis t the end of the period $ — 8 27 % @ 3 26
Nine Months Ended September 30, 2014
Interest Foreign
Rate Currency Commodity Total
(in millions)
Balance at the beginning of the period $ (101 $ 93 $ 4 $ @)
Total gains (losses) (realized and unrealized):
Included in earnings 1 29 2 32
Included in other comprehensive income - derivasigtvity (112 %) — (114
Included in other comprehensive income - foreigmency translation activity 9 (24) — (15)
Included in regulatory (assets) liabilities — — 7 7
Settlements 23 (4 (1) 18
Transfers of (assets) liabilities out of Level 3 — 3 — 3
Balance at the end of the period $ 180) % 95 12 % (73)
Total gains (losses) for the period included imeggs attributable to the change in unrealized
$ 1 9 26 $ 1 3 28

gains (losses) relating to assets and liabilitedd lat the end of the period

Nine Months Ended September 30, 2013

Interest Foreign
Rate Currency Commodity Total
(in millions)

Balance at the beginning of the period $ (412) $ 72 % 12 $ (34))
Total gains (losses) (realized and unrealized):

Included in earnings 2 40 — 38

Included in other comprehensive income - derivasigtvity 84 — — 84

Included in other comprehensive income - foreigmency translation activity ©)) (12 — (15)

Included in regulatory (assets) liabilities — — 5 5

Settlements 73 ?3) — 70

Transfers of (assets) liabilities out of Level 3 157 (6) — 151

Balance at the end of the period $ (103 % 91 $ 4 3 (8)

Total gains (losses) for the period included iméags attributable to the change in unrealized 3 0 3 $ 40

gains (losses) relating to assets and liabilitedd At the end of the period

The following table summarizes the significant useidyable inputs used for the Level 3 derivativeess@iabilities) as of September 30,
2014 :

Amount or Range
Type of Derivative Fair Value Unobservable Input (Weighted Average)

(in millions)
Interest rate $ (18¢) Subsidiaries’ credit spreads 3.75% -6.98% (5.51%



Foreign currency:

Embedded derivative — Argentine Peso 10z  Argentine Peso to USD currency exchange rate afyear 8.84 -36.40 (22.12
Embedded derivative — Euro (7) Subsidiaries’ credit spreads 6.9¢%
Commodity:
Other 12
Total m




Nonrecurring Measurement:

When evaluating impairment of goodwill, long-livadsets, discontinued operations and held-for-sambsses, and equity method
investments, the Company measures fair value ubmgpplicable fair value measurement guidancealmment expense is measured by
comparing the fair value at the evaluation datnéir thenlatest available carrying amount. The followingléakummarizes major categorie:
assets and liabilities measured at fair value naraecurring basis during the period and theirllewthin the fair value hierarchy:

Nine Months Ended September 30, 2014

Fair Value

Carrying Pretax
Amount @ Level 1 Level 2 Level 3 Loss
(in millions)
Assets
Long-lived assets held and uséd:
DPL (East Bend) $ 14 3 — 3 2 $ — 3 12
Ebute (measured at June 30, 2014) 99 — — 47 52
Ebute (measured at September 30, 2014) 51 — — 36 15
UK Wind (Newfield) 11 — — — 11
Discontinued operations and held-for-sale busireeSse
Cameroon 37¢ — 34C — 38
Equity method investments
Silver Ridge Power 31t — — 278 42
Entek 142 — 12¢ — 18
Goodwill: ©
DPLER 13€ — — — 13€
Buffalo Gap 28 — — 10 18
Nine Months Ended September 30, 2013
Carrying Fair Value Pretax
Amount @ Level 1 Level 2 Level 3 Loss
(in millions)
Assets
Long-lived assets held and uséd:
Poland Wind projects $ 79 $ — % — % 14 $ 65
Itabo (San Lorenzo) 22 — — 7 15
Beaver Valley 61 — — 15 46
Long-lived assets held for saf®:
Wind turbines 25 — 25 — —
Discontinued operations and held-for-sale busire§se
Cameroon 264 — 1i9¢ — 65
Saurashtra 19 — 7 — 12
Ukraine 147 — 11z — 34
Equity method investment$:
Elsta 24C — — 11€ 122
Goodwill
Ebute 58 — — — 58
S) Represents the carrying value (including costelf) at the date of measurement, before fair vahljgstmen
@ See Note 15 —Asset Impairment Expent® further informatior
® See Note 18 —Piscontinued Operations and Held-For-Sale Businggsefurther informatior

@ See Note 14— Goodwill Impairmenfor further informatior

® See Note 16— Other Non-Operating Expenséd Note 7— Investments in and Advances to Affiligfi@sfurther informatior
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The following table summarizes the significant useidyable inputs used in the Level 3 measuremeiongtlived assets during the nine
months ended September 30, 2014 ;

Fair Value Valuation Technique Unobservable Input Range (Weighted Average)
(in millions) (% in millions)
Long-lived assets held and used:
Ebute (June 30, 2014) $ 47 Discounted cash flow Annual revenue growth 0% to 1% (1%
Annual pretax operating margin 0% to 47% (24%
Weighted-average cost of capital 10.2%
Ebute (September 30, 2014) $ 36 Discounted cash flow Annual revenue growth 0% to 1% (1%
Annual pretax operating margin 0% to 56% (25%
Equity Method Investment:
Silver Ridge Powef’ $ 27¢  Discounted cash flow Annual revenue growth -57% to 1% (4%)
Annual pretax operating margin -115% to 50% (6%
Cost of equity 13% to 16% (14%

mThe fair value for Silver Ridge Power was deterrdinsing a combination of the bid price (a leveh@ut) obtained for the sale of AES’ interest inesqihotovoltaic projects in operation and under
development in Bulgaria, France, Greece, IndiathadJnited States, and a discounted cash flow nfodéhe solar photovoltaic projects that wereired in Italy, Puerto Rico and Spain.

Financial Instruments not Measured at Fair Value ithe Condensed Consolidated Balance Sheets

The following table sets forth the carrying amodair, value and fair value hierarchy of the Compariinancial assets and liabilities that
are not measured at fair value in the condensesbtidated balance sheets as of September 30, 20llBecember 31, 2013ut for which fai
value is disclosed.

Carrying Fair Value
Amount Total Level 1 Level 2 Level 3
(in millions)
September 30, 2014
Assets
Accounts receivable — noncurreht $ 21C  $ 17¢  $ — % — 3 17¢C
Liabilities
Non-recourse debt 15,71¢ 16,11; — 13,81¢ 2,29¢
Recourse debt 5,347 5,59¢ — 5,59¢ —
December 31, 2013
Assets
Accounts receivable — noncurreht $ 26C $ 194 $ — % — 3 194
Liabilities
Non-recourse debt 15,38( 15,62( — 13,39’ 2,22:
Recourse debt 5,66¢ 6,16¢ — 6,16¢ —

@ These accounts receivable principally relate towmsdue from CAMMESA, the administrator of the ugsale electricity market in Argentina, and arduded in“Noncurrent assets — Otheiih
the accompanying Condensed Consolidated BalancetsSHehe fair value and carrying amount of thesmuaits receivable exclude value-added tax of $3omiand $46 million at September 30,
2014andDecember 31, 201, respectively

4. INVESTMENTS IN MARKETABLE SECURITIES

The Company’s investments in marketable debt anéyesecurities as of September 30, 2014 and DeeeBih 2013 by security class
and by level within the fair value hierarchy haweb disclosed in Note 3 +air Value. The security classes are determined based on the
nature and risk of a security and are consistettit mow the Company manages, monitors and meagdanesmiketable securities. As of
September 30, 2014 , $628 million of availabledate debt securities had stated maturities witheyear and $31 million had stated
maturities between one and three years. Gainscased on the sale of investments are determined the specific-identification method.
Pretax gains and losses related to available-fierasad trading securities are generally immatdoatlisclosure purposes. For the three aimg
months ended September 30, 2014 and 2013 , theeeneaealized losses on the sale of availablesébe-securities and no other-than-
temporary impairment of marketable securities vea®gnized in earnings or other comprehensive incdmne following table summarizes the
gross proceeds from sale of available-for-saler#ézsifor the periods indicated:

e - R A sl o~ s



30, Nine Months Ended September 3(
2014 2013 2014 2013

(in millions)
Gross proceeds from sales of available-for-salargtexs $ 1,14¢  $ 1,071 $ 3,36: $ 3,394
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5. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

There have been no changes to the informationatiedlundeDerivatives and Hedging Activitiés Note 1 —General and Summary of
Significant Accounting Policigacluded in Item 8. —Financial Statements and Supplementary Datée 2013 Form 10-K.

Volume of Activity

The following tables set forth, by type of derivati the Company’s outstanding notional under itdvdéives and the weighted-average
remaining term as of September 30, 2014 regardfestiether the derivative instruments are in gyadid cash flow hedging relationships:

Current Maximum

Derivative Derivative Notional Derivative Derivative Notional Weighted-Average % of Debt Currently Hedged

Interest Rate and Cross-Currency Notional Translated to USD Notional Translated to USD Remaining Term by Index @
(in millions) (in years)

Interest Rate Derivatives:®
LIBOR (U.S. Dollar) 294: §$ 2,94: 360/ $ 3,60¢ 11 57%
EURIBOR (Euro) 551 69¢€ 551 69¢€ 7 86%
Cross-Currency Swaps:
Chilean Unidad de Fomento 4 17¢€ 4 17¢€ 14 67%

@ The Company's interest rate derivative instrumenitsarily include accreting and amortizing notichalhe maximum derivative notional represents @ingeist notional at any point between
September 30, 2014 and the maturity of the desxigatistrument, which includes forward-starting dative instruments. The interest rate and crosseoay derivatives range in maturity through
2033 and 2028 , respectively.

@ The percentage of variable-rate debt currently bddg based on the related index and excludesdsted issuances of debt and variable-rate debtdiether indices where the Company has no
interest rate derivatives.

September 30, 2014

Foreign Currency Derivatives Notional Notional Translated to USD Weighted-Average Remaining Term®

(in millions) (in years)
Foreign Currency Options and Forwards:

Chilean Unidad de Fomento 10 % 39¢ 1
Chilean Peso 117,73 19¢ <1
Brazilian Real 11¢ 48 <1
Euro 10¢ 13C <1
Colombian Peso 78,23( 39 <1
British Pound 49 79 <1
Philippine Peso 672 15 <1
Embedded Foreign Currency Derivatives:

Argentine Peso 904 107 10
Kazakhstani Tenge 4,80: 26 1

® Represents contractual notionals. The notionalsfitions have not been probability adjusted, wigieherally would decrease the

@ Represents the remaining tenor of our foreign auyelerivatives weighted by the corresponding matioThese options and forwards and these embaetttaditives range in maturity through
2017 and 2025 , respectively.

September 30, 2014

Commodity Derivatives Notional Weighted-Average Remaining Term®

(in millions) (in years)
Power (MWh)

Coal (Metric tons) 1 1

M Represents the remaining tenor of our commoditivetves weighted by the corresponding volume. Enderivatives range in maturity through 2016 .

Accounting and Reporting
Assets and Liabilities

The following tables set forth the fair values log {Company’s derivative instruments as of SepterBdeP014 and December 31, 2013,
first by whether or not they are designated hedgisgguments, then by whether they are currenpoicarrent to the extent they are subject to
master netting agreements or similar agreementsrénie rights to set-off relate to settlementrobants receivable and payable under those
derivatives) and by balances no longer accounteddaerivatives.
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September 30, 2014 December 31, 2013

Designated Not Designated Total Designated Not Designated Total
(in millions)
Assets
Interest rate derivatives $ 20 $ —  $ 2C % 9% $ 2 3 98
Cross-currency derivatives — — — 5 — 5
Foreign currency derivatives 10 121 131 4 10¢ 113
Commodity derivatives 18 23 41 8 16 24
Total assets $ 48 $ 144 % 192 % 11 % 127 % 24C
Liabilities
Interest rate derivatives $ 377 $ 2 $ 37¢  $ 31¢  $ 4 3 32z
Cross-currency derivatives 25 — 25 11 — 11
Foreign currency derivatives 42 11 53 15 6 21
Commodity derivatives 18 1€ 34 7 10 17
Total liabilities $ 46z $ 2¢ 3 491 % 351 % 20 $ 371
September 30, 2014 December 31, 2013
Assets Liabilities Assets Liabilities
(in millions)
Current $ 65 $ 165 $ 32 3 157
Noncurrent 127 32¢ 20¢ 214
Total $ 192 491 $ 24C % 371
Derivatives subject to master netting agreemestroilar agreement:
Gross amounts recognized in the balance sheet $ 57 $ 46 % 91 $ 314
Gross amounts of derivative instruments not offset (12 (12 (9) 9
Gross amounts of cash collateral received/pledgedffset — (24) (3 (6)
Net amount $ 45 % 44 % 7% 3 29¢
Other balances that had been, but are no longesuated for as derivatives that are t
be amortized to earnings over the remaining terthefssociated PPA 161 $ 18t § 16c $ 19C

Effective Portion of Cash Flow Hedges

The following tables set forth the pretax gainsgks) recognized in accumulated other comprehelusigg“AOCL") and earnings relat
to the effective portion of derivative instrumemtgualifying cash flow hedging relationships (imding amounts that were reclassified from
AOCL as interest expense related to interest ratizative instruments that previously, but no longgialify for cash flow hedge accounting),
as defined in the accounting standards for dexigatand hedging, for the periods indicated:

Gains (Losses) Reclassified
Gains (Losses) Recognized in AOCL from AOCL into Earnings

Three Months Ended September 30, Three Months Ended September 30,

Classification in Condensed Consolidated

Type of Derivative 2014 2013 Statements of Operations 2014 2013
(in millions) (in millions)
Interest rate derivatives $ 16 $ 10 Interest expense $ 39 $ (32
Non-regulated cost of sales Q) Q)
Net equity in earnings of affiliates — 2)
Cross-currency derivatives (17) 2 Interest expense ) (4
Foreign currency transaction gains (losses) (18) 4
Foreign currency derivatives (12) (1) Foreign currency transaction gains (losses) 1 3
Commodity derivatives 3 (4) Non-regulated revenue 4 ®
Non-regulated cost of sales Q) @)
Total $ 42 $ 7 $ 54 $ (35)
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Gains (Losses) Recognized in AOCL

Gains (Losses) Reclassified
from AOCL into Earnings

Nine Months Ended September 30,

Nine Months Ended September 30,

Classification in Condensed Consolidated

Type of Derivative 2014 2013 Statements of Operations 2014 2013
(in millions) (in millions)
Interest rate derivatives $ (2900 $ 131 Interest expense $ (102) $ (95)
Non-regulated cost of sales )] (©)]
Net equity in earnings of affiliates (©)) 5)
Gain on sale of investments — (21
Cross-currency derivatives (20) (9) Interest expense _ (10
Foreign currency transaction gains (losses) (24) (20)
Foreign currency derivatives (29 1 Foreign currency transaction gains (losses) 11 7
Commodity derivatives 21 (2 Non-regulated revenue 23 (4
Non-regulated cost of sales (@) (@)
Total $ (319 % 121 $ 99 $ (142)

The pretax accumulated other comprehensive inctmas)(expected to be recognized as an increasee@®y) to income from continui
operations before income taxes over the next twalopths as of September 30, 2014 is $(111) mifikwrinterest rate hedges, $(4) million for
cross-currency swaps, $9 million for foreign cuoghedges, and $(1) million for commodity and othedges.

For the three and nine months ended Septembe03@, pretax gains of $0 million and $6 million spectively, were reclassified into
earnings as a result of the discontinuance of  tas hedge. Hedge accounting was discontinuagti@$orecasted transaction would not o
by the end of the originally specified time peri@d documented at the inception of the hedgingioeiship) or within an additional two-month
time period thereafter. There were no such itemshi® three and nine months ended September 33, 201

Ineffective Portion of Cash Flow Hedges

The following table sets forth the pretax gainsgles) recognized in earnings related to the indfeportion of derivative instruments in
qualifying cash flow hedging relationships, as dei in the accounting standards for derivativestattjing, for the periods indicated:

Gains (Losses) Recognized in Earnings

Three Months Ended September 30, Nine Months Ended September 30,

Classification in Condensed Consolidated

Type of Derivative Statements of Operations 2014 2013 2014 2013

(in millions)
Interest rate derivatives Interest expense $ @ $ @ % — % 2¢
Foreign currency derivatives Foreign currency transaction gains (losses) @) — 3 @ $ —
Cross-currency derivatives Interest expense — — (&) —_
Commodity and other derivatives Non-regulated revenue 1 — 1 —
Total $ 2 $ @ $ 2 $ 28

Not Designated for Hedge Accounting

The following table sets forth the gains (lossespgnized in earnings related to derivative insents not designated as hedging
instruments under the accounting standards fovaléves and hedging and the amortization of balaticat had been, but are no longer,
accounted for as derivatives, for the periods ialdid:

Gains (Losses) Recognized in Earnings

Three Months Ended Nine Months Ended
September 30, September 30,

Type of Derivative Classification in Condensed Consolidated Statements Operations 2014 2013 2014 2013
(in millions)

Interest rate derivatives Interest expense $ 2 $ @ $ @ $ 1
Net equity in earnings of affiliates — — — (6)

Foreign currency derivatives Foreign currency transaction gains (losses) 2 24 31 47
Net equity in earnings of affiliates 9 @] 4 (22)

Commodity and other derivatives Non-regulated revenue 2 4 2 8
Non-regulated cost of sales 3 2 @) @)



Regulated cost of sales 4) 1 (20 12

Income (loss) from operations of discontinued besses — 2 (7 (10
Net loss from disposal and impairments of discathbusinesses = = 72 —
Total $ @a7rn $ 21 % 82 $ 29
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Credit Risk-Related Contingent Features

DP&L, a utility within our United States stratediasiness unit, has certain over-the-counter comtyoérivative contracts under master
netting agreements that contain provisions thatire@P&L to maintain an investment-grade issueddrrating from credit rating agencies.
Since DP&L's rating has fallen below investmentdgracertain of the counterparties to the derivativetracts have requested immediate and
ongoing full overnight collateralization of the rketo-market loss (fair value excluding credit valoa adjustments), which was $28 million
and $11 million as of September 30, 2014 and Deeerdb, 2013 , respectively, for all derivativeshwitedit risk-related contingent features.
As of September 30, 2014 and December 31, 201&J) Diad posted $14 million and $6 million , respgety, of cash collateral directly with
third parties and in a broker margin account and&DReld no cash collateral from counterpartiesttoderivative instruments that were in an
asset position. After consideration of the nettifigounterparty assets, DP&L could have been reduis, but did not, provide additional
collateral of $4 million and $0 million as of Septeer 30, 2014 and December 31, 2013, respectively.

6 . FINANCING RECEIVABLES

Financing receivables are defined as receivabldive contractual maturities of greater thany@ze. The Company has financing
receivables pursuant to amended agreements orrgoeet resolutions that are due from certain Latimefdican governmental bodies, prima
in Argentina. The following table sets forth the&kdown of financing receivables by country ashefpieriods indicated:

September 30, 2014 December 31, 2013

(in millions)
Argentina® $ 131 $ 164
Dominican Republic 1 2
Brazil 11 18
Total long-term financing receivables $ 14z $ 184

@ Total receivables with the Argentine governmenter234 million and $286 million , respectively,adsSeptember 30, 2014 and December 31, 2013 . Moeats
presented in the table above exclude noncurreatvatles of $103 million and $122 million , respeely, as of September 30, 2014 and December 3113 2@hich have
not been converted into financing receivables andat have contractual maturities of greater thamyear. Of the $103 million , approximately $76lion is expected
to be contributed to a FONINVEMEM Agreement andragpnately $27 million is expected to be contrililite a trust to be set up by the Argentine goveniras
required by Resolution 95. Also, excludes the fgmaiurrency-related embedded derivative assetsiasso with the financing receivables which hadiavalue of $102
million and $97 million , respectively, as of Septeer 30, 2014 and December 31, 2013 .

Argentina—As a result of energy market reforms in 2004 anusistent with contractual arrangements, AES Argengintered into three
agreements with the Argentine government calledréaslated into English) the Fund for the Investirideeded to Increase the Supply of
Electricity in the Wholesale Market (“FONINVEMEM Agements”) to contribute a portion of their accgumiceivable into a fund for
financing the construction of combined cycle ang-figed plants. These receivables accrue interesbae collected in monthly installments
over 10 years once the related plant begins opasatin addition, AES Argentina receives an ownigrgiterest in these newly built plants
once the receivables have been fully repaid. Ciidle®f the principal and interest on these redalesiis subject to various business risks and
uncertainties including, but not limited to, thergaetion and operation of power plants which getgecash for payments of these receivables,
regulatory changes that could impact the timing amdunt of collections, and economic conditioniigentina. The Company monitors these
risks including the credit ratings of the Argentiy@vernment on a quarterly basis to assess thectatlility of these receivables. The Company
accrues interest on these receivables once thgnitiam criteria have been met. The Company’s ctitke estimates are based on assumption:
that it believes to be reasonable but are inhgremitertain. Actual future cash flows could diffesm these estimates. The receivables under
the first two FONINVEMEM Agreements are being aetjvcollected since the related plants commencedations in 2010. In assessing the
collectability of the receivables under these agrerts, the Company also considers how the collestiave historically been made timely in
accordance with the agreements. The receivablated:to the third FONINVEMEM Agreement are not eatty due as commercial operation
of the two related gas-fired plants has not bedieaed. In assessing the collectability of the nesdgles under this agreement, the Company
also considers the extent to which significant sidees necessary to complete the plants have lbbérvad or are still probable.

In March 2013, the Argentine government passed IRéso No. 95/2013 ("Resolution 95") to introduc@ew energy regulatory
framework. Applicable to the majority of generaticmmpanies, the new regulatory framework remunsitdite fixed and variable costs plus a
margin depending on the type of fuel consumed aalrology used. On May 31, 2013, Resolution 95 rneocaffective retroactively to
February 1, 2013. CAMMESA, the administrator of wigolesale electricity market in Argentina, hasrbb#ling the generation companies in
accordance with the Resolution 95 procedures sinne 2013. In addition, Resolution 95 determinegibrtion of future outstanding
receivables that shall be contributed into the tressts to be set up by the Argentine governmentianch 2014, AES Argentina signed a
framework agreement with the Secretary of Energy ¢litlines a plan to make an investment in newgsneapacity in which AES Argentina
will maintain
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100% ownership, utilizing Resolution 95 new triestaivables to be accumulated through June 30, 2@&kfs and conditions of this plan are
still being negotiated. In May 2014, the Argentgevernment passed a modification to Resolution@%ed Resolution No. 529/2014
("Resolution 529"), which is retroactive to Febyua014 and updates the remuneration amounts agpmdin Resolution 95 and creates a
payment provision for major maintenance activities.

7 . INVESTMENTS IN AND ADVANCES TO AFFILIATES

Summarized Financial Information

The following table summarizes financial informatiof the Company’s 50%-or-less-owned affiliated tir@ accounted for using the
equity method.

Nine Months Ended September 30,

50%-or-less-Owned Affiliates 2014 2013

(in millions)
Revenue $ 71€ $ 83C
Operating margin 15¢ 191
Net income 89 (9)

Silver Ridge Power

On July 2, 2014, the Company entered into a bindorgement to sell its 50% ownership interest imeBiRidge Power, LLC (“SRP™or
a purchase price of $179 million , excluding therPany’s indirect ownership interests in SRP’s sgkameration businesses in Italy, Puerto
Rico and Spain. On July 1, 2014, the Puerto Rigirtmss was distributed by SRP to AES and Riverdttoidings LLC and is now accounted
for as an equity method investment with both AE8 Riverstone Holdings each having a 50% ownersfig. buyer also has an option to
purchase the Company's indirect 50% interest intéhe solar generation business for an additimuaisideration of $42 million by August
2015.

Currently, this transaction does not qualify asle $or accounting purposes as the Company hagaang involvement in the business
operations. Once the Company ceases its involvein&RP's business operations, the transactiortiveiti be considered a sale of real estate.
As the Company no longer retains a direct equiigrast in SRP, the remaining balance of $32 miltelated to Italy and Spain, which was
previously accounted for as part of our equity mdtmvestment in SRP, and the accumulated othepoeimensive income balance of $40
million , related to the Company's investment inrPSRave been reclassified to "Other noncurrentsisea the Condensed Consolidated
Balance Sheet as of September 30, 2014.

Guacolda

On April 11, 2014, AES Gener undertook a seriearfsactions, pursuant to which AES Gener acquirednterests it did not previously
own in Guacolda for $728 million and simultaneoustyd the ownership interest to Global InfrastroetBartners ("GIP") for $730 million .
The transaction provided GIP with substantive pardting rights in Guacolda, and, as a result@bmpany continues to account for its
investment in Guacolda using the equity methodcobanting. The cash outflow for the acquisitiomelected in "Acquisitions - net of cash
acquired" and the cash inflow from the sale of ¢hesnership interests to GIP is reflected in "Pedlsefrom the sale of businesses, net of casl
sold" on the Condensed Consolidated Statement st Ews for the period ended September 30, 2014.

8. DEBT
Recourse Debt

In February 2014, the Company redeemed in fulthE0 million balance of its 7.75% senior unsecuretts due March 2014. On March
7, 2014, the Company issued $750 million aggregateipal amount of 5.50% senior notes due 202s4d0oent with this offering, the
Company redeemed via tender offers $625 milliorregate principal of its existing 8.00% senior unsed notes due 2017. As a result of the
latter transaction, the Company recognized a lassxtinguishment of debt of $132 million that isluided in the Condensed Consolidated
Statement of Operations.

On May 20, 2014, the Company issued $775 miliggregate principal amount of senior unsecuredifigaate notes due June 2019.
notes bear interest at a rate of 3% above threghmdBOR, reset quarterly. Concurrent with thisesfhg, the Company repaid $767 million of
its existing senior secured term loan due 2018a Aesult of the latter transaction, the Companggaized a loss on extinguishment of debt of
$10 million that is included in the Condensed Cdidated Statement of Operations. On June 16, 20@ACompany repaid in full the
remaining balance of $29 million of its senior secluterm loan due 2018.

On July 25, 2014, the Company issued two noticesldb320 million aggregate principal amount oecured notes, $160 million of
which was used to retire notes due in 2015 and $1i6@n of which was used to retire notes due @@ The Company closed these
transactions on August 25, 2014. As a result &f tfzinsaction, the Company recognized a loss angeishment of debt of $40 million that is
included in the Condensed Consolidated Stateme@pefations.
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Non-Recourse Debt
Significant transactions
During the nine months ended September 30, 20d1& Company's subsidiaries had the following sigaiit debt transactions:

» Mong Duong drew $298 millionnder its construction loan facili

* Generissued new debt of $700 million , morentbfiset by repayments of $905 millign
» Eletropaulo issued new debt of $253 million

» IPL issued new debt of $130 millign

» Tieté issued new debt of $129 million , morentio&fset by repayments of $132 millign
* Cochrane drew $173 milliamder its construction loat

¢ Sulissued new debt of $111 millipanc

» Alto Maipo drew $105 milliorunder its existing construction loa

Debt in default

The following table summarizes the Company’s subsjchon-recourse debt in default or accelerateaf fise period indicated. The debt
is classified as current non-recourse debt unltewise indicated:

Primary Nature September 30, 2014

Subsidiary of Default Default Amount Net Assets
(in millions)
Maritza (Bulgaria) Covenant $ 72C % 56¢
Kavarna (Bulgaria) Covenant 17¢€ 78
$ 89¢€

The above defaults are not payment defaults, lauinatead defaults triggered by failure to compithwther covenants and/or other
conditions such as (but not limited to) failurenteet information covenants, complete constructiootloer milestones in an allocated time,
meet certain minimum or maximum financial ratiospther requirements contained in the non-recodet® documents of the borrower.

In addition, in the event that there is a defaudinkruptcy or maturity acceleration at a subsid@rgroup of subsidiaries that meets the
applicable definition of materiality under the corate debt agreements of The AES Corporation, theutd be a cross-default to the
Company'’s recourse debt. Materiality is definethie Parent's senior secured credit facility asrigprovided 20% or more of the Parent
Company's total cash distributions from businefsethe four most recently completed fiscal quastéts of September 30, 2014 , none of the
defaults listed above individually or in the aggagresult in or are at risk of triggering a crdsfault under the recourse debt of the Parent
Company. In the event the Parent Company is novimpliance with the financial covenants of its seisiecured revolving credit facility,
restricted payments will be limited to regular gedy shareholder dividends at the then-prevaiteig. Additionally, payment defaults and
bankruptcy defaults also preclude the making ofrasyricted payments.

Interest Expense

Interest expense for the nine months ended Septe3b@014 has been reduced by approximately $#mrelated to contingent
interest accruals associated with disputed purchasergy obligations at Sul for which it was detieed based on developments during the
second quarter that the likelihood of an unfavarahltcome for the payment of interest on the degbobligations was no longer probable.
Interest expense for the nine months ended Septe3b@013 has been reduced by approximately $8mielated to the recognition of
ineffectiveness on derivative interest rate swaggeanted for as cash flow hedges.

9. CONTINGENCIES AND COMMITMENTS
Guarantees, Letters of Credit and Commitments

In connection with certain project financing, action, power purchase and other agreements, trenP@ompany has expressly
undertaken limited obligations and commitments, nedsvhich will only be effective or will be termated upon the occurrence of future
events. In the normal course of business, the P&ampany has entered into various agreements lymgilarantees and letters of credit, to
provide financial or performance assurance to thadies on behalf of AES businesses. These agrdgsrase entered into primarily to support
or enhance the creditworthiness otherwise achieyeaabusiness on a stand-alone basis, therebjtditioil) the availability of sufficient credit
to accomplish their intended business purposest bfdle contingent obligations relate to futurefpemance commitments which the
Company or its businesses expect to fulfill
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within the normal course of business. The expimatlates of these guarantees vary from less thageargo more than I@ears. The following
table summarizes the Parent Company’s contingaritactual obligations as of September 30, 2014 oémis presented in the table below
represent the Parent Company’s current undiscowedpdsure to guarantees and the range of maximdisagunted potential exposure. The
maximum exposure is not reduced by the amounésyif that could be recovered under the recourseltateralization provisions in the
guarantees. The amounts include obligations madbkéParent Company for the direct benefit of #ralers associated with the non-recourse
debt of its businesses of $24 million .

Number of Maximum Exposure Range for

Contingent Contractual Obligations Amount Agreements Each Agreement

(in millions) (in millions)
Guarantees and commitments $ 32¢ 15 $1-53
Asset sale related indemnities 71¢ 6 $2 - 285
Cash collateralized letters of credit 97 11 <$1 - 58
Letters of credit under the senior secured creditify 1 2 <$1
Total $ 1,14 34

During the three months ended September 30, 20tiCompany paid letter of credit fees ranging fedo to 2.5% per annum on the
outstanding amounts of letters of credit.

Environmental

The Company periodically reviews its obligationgtasy relate to compliance with environmental laiwsluding site restoration and
remediation. As of September 30, 2014 and Dece®be2013 , the Company had recognized liabilitie$31@ million and $19 million ,
respectively, for projected environmental remediatiosts. Due to the uncertainties associatedemtfironmental assessment and remediatiol
activities, future costs of compliance or remediativith current legislation or costs for new legt&in introduced could be higher or lower tl
the amount currently accrued. Moreover, where aloility has been recognized, it is reasonably fbsshat the Company may be required to
incur remediation costs or make expenditures inuartsothat could be material but could not be eggohas of September 30, 2014 . In
aggregate, the Company estimates that the rangetetial losses related to environmental matteéhgre estimable, to be from $1 million up
to $6 million . The amounts considered reasonablsible do not include amounts accrued as discluss®ek.

Litigation

The Company is involved in certain claims, suitd frgal proceedings in the normal course of busiriBise Company accrues for
litigation and claims when it is probable thatabllity has been incurred and the amount of lossbeareasonably estimated. The Company ha
evaluated claims in accordance with the accourginidance for contingencies that it deems both grteband reasonably estimable and,
accordingly, has recognized aggregate liabilit@sal claims of approximately $258 million and $2&iillion as of September 30, 2014 and
December 31, 2013, respectively. These amountepoeted on the Condensed Consolidated BalancetShithin “accrued and other
liabilities” and “other noncurrent liabilities.” Aignificant portion of these accrued liabilitietate to employment, non-income tax and
customer disputes in international jurisdictionsn@pally Brazil. Certain of the Compars/subsidiaries, principally in Brazil, are defenidan
a number of labor and employment lawsuits. The dams generally seek unspecified monetary damaggsictive relief, or other relief. The
subsidiaries have denied any liability and intemaigorously defend themselves in all of these pealings. There can be no assurance that
these accrued liabilities will be adequate to calteexisting and future claims or that we will leathe liquidity to pay such claims as they ar

The Company believes, based upon information itecully possesses and taking into account estallisberuals for liabilities and its
insurance coverage, that the ultimate outcomeeasfettproceedings and actions is unlikely to havatemal effect on the Company’s
consolidated financial statements. However, wheraatrued liability has been recognized, it is o@ably possible that some matters could be
decided unfavorably to the Company and could reqgthie Company to pay damages or make expendituaadunts that could be material
could not be estimated as of September 30, 20t material contingencies where a loss is resdgrpossible primarily include: claims un
financing agreements; disputes with offtakers, §appand EPC contractors; alleged violation of oaly laws and regulations; income tax
and non-income tax matters with tax authoritiest gulatory matters. In aggregate, the Comparnmasts that the range of potential losses,
where estimable, related to these reasonably dessiditerial contingencies to be between $1.1 bilaad $1.4 billion . Certain claims are in
settlement negotiations. The amounts consideresbnedoly possible do not include amounts accruedisasissed above. These material
contingencies do not include income tax-relatedingencies which are considered part of our unaett positions.
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10. PENSION PLANS
Total pension cost for the periods indicated inetlithe following components:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
u.S. Foreign u.S. Foreign u.S. Foreign uU.S. Foreign
(in millions)

Service cost $ 3 5 $ 4 % 6 $ 10 $ 13 % 12 $ 20
Interest cost 12 12¢ 11 122 36 377 33 394
Expected return on plan assets a7 (93) (15) (114 (49 (279 (46) (379
Amortization of prior service cost 2 — 1 — 5 2 4 —
Amortization of net loss 4 9 7 18 10 26 21 59
Total pension cost $ 4 3 47 9 8 % 32 % 12 13¢ ¢ 24 % 10z

Total employer contributions for the nine monthdeh September 30, 2014 for the Company’s U.S. argigh subsidiaries were $56
million and $110 million , respectively. The expetremaining scheduled employer contributions fidr®are $0 million and $28 million for
U.S. and foreign subsidiaries, respectively.

11 . EQUITY
Changes in Equity

The following table provides a reconciliation oétheginning and ending equity attributable to shodtters of The AES Corporation,
noncontrolling interests and total equity as of fleeiods indicated:

Nine Months Ended September 30, 2014 Nine Months Ended September 30, 2013
The AES The AES
Corporation Corporation
Stockholders’ Noncontrolling Total Stockholders’ Noncontrolling Total
Equity Interests Equity Equity Interests Equity
(in millions)

Balance at the beginning of the period $ 433 $ 3,327 $ 7651 $ 456¢ $ 294t $ 7,51«
Net income 565 28¢ 84¢ 32C 43¢ 75¢
Total change in fair value of available-feale securities, net of incor

tax (@) — 1) — — —
Total foreign currency translation adjustment, aféhcome tax (269) (82) (351) (158) (65) (229
Total change in derivative fair value, net of inetax (79 (106) (185) 151 54 20E
Total pension adjustments, net of income tax 15 21 36 9 30 390
Balance sheet reclassification related to an equétthod investmert 40 — 4C — — —
Capital contributions from noncontrolling interests — 131 131 — 86 86
Distributions to noncontrolling interests — (380) (380 — (382) (382
Disposition of businesses — (152) (152) — (20) (20)
Acquisition of treasury stock (140 — (140 (63) — (63)
Issuance and exercise of stock-based compensatiwiibplans, net

of income tax 23 — 23 38 — 39
Dividends declared on common std¢k (72) — (72) (60) — (60)
Sale of subsidiary shares to noncontrolling intsres — 13C 13C 12 71 83
Acquisition of subsidiary shares from noncontrgjlinterests (13) — (13 (6) (1) ©)
Balance at the end of the period $ 4397 $ 3,16¢ $ 7,566 $ 481: $ 3,15 $ 7,96¢

% Reclassification resulting from Silver Ridge Powransaction. See Note 7 avestments In and Advances to Affiligi@sfurther information.

@ Dividends price per share was $0.10 and $0.08 8epfember 30, 2014 and September 30, 2013, respgct

Equity Transactions with Noncontrolling Interests

Dominican Republie— In September 2014, the Company executed an agreemith the Estrella-Linda group, an invesbased group i
the Dominican Republic, to form a strategic parshg. Under the terms of the agreement, Estreliad iwill acquire an 8% noncontrolling
interest in our businesses in the Dominican Repdbli $96 million , with an option to acquire ardétbnal 2% for $24 million at any time
between closing date and December 31, 2015, aadditional 10% for $125 million at any time betwesosing date and December 31, 2016



The transaction is expected to close during thetlioguarter of 2014, subject to customary closiogditions. The Company is still
evaluating the fourth quarter accounting implicati@f this transaction.

Masinloc— On June 25, 2014, the Company executed an agnéémsell approximately 45% of its interest in Ma8ES Pte Ltd., a
wholly-owned subsidiary that owns the Company'sriass interests in the Philippines, for $453 willj subject to certain purchase price
adjustments. On July 15, 2014, the Company congbkiie Masinloc sale transaction and received ratgads of $443 million , including $23
million contingent upon the achievement of certaistructuring
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efficiencies. The transaction was accounted fa sale of real estate. Noncontrolling interestI@®million and a pretax gain of
approximately $283 million , net of transactiontsosvas recognized as a gain on sale of investcheing the third quarter of 2014. The
portion of the gain related to the contingency hesn deferred.

After completion of the sale, the Company continieeswn a 51% net ownership interest in Masinlod aill continue to manage and
operate the plant, with 41% owned by Electricityn€mting Public Company Limited (EGCO Group) and@%hed by the International
Finance Corporation (IFC). As the Company maintioentrol after the sale, Masinloc will continuebi® accounted for as a consolidated
subsidiary within the Asia SBU reportable segment.

Accumulated Other Comprehensive Loss

The changes in AOCL by component, net of tax amttantrolling interests for the nine months endept&aber 30, 2014 were as
follows:

Unrealized Foreign currency
derivative losses, Unfunded pension translation Available-for-sale
net obligations, net adjustment, net securities, net Total
(in millions)

Balance at the beginning of the period $ (3079) $ 291) $ (2,289 — 3 (2,889
Other comprehensive income (loss) before reclassifins (131 8 (218 ) (342
Amount reclassified to earnings 52 7 (52) — 8

Other comprehensive income (79 15 (269) 1) (339
Balance sheet reclassification related to an eqoéthod investmert 19 — 21 — 40

Balance at the end of the period $ (367 $ (27¢) $ (2,53) $ 1) $ (3,17¢

“Reclassification resulting from Silver Ridge tractizn. See Note 7 —tavestments In and Advances to Affiligi@sfurther information.

Reclassifications out of AOCL for the periods iratied were as follows:

Three Months Ended September 3(  Nine Months Ended September 30,

Details About AOCL
Components Affected Line Item in the Condensed Consolidated &tement of Operations 2014 2013 2014 2013

(in millions) ®
Unrealized derivative losses, net

Non-regulated revenue $ 4 3% 3 % 23 3 (4)
Non-regulated cost of sales ) 2 (4) (4)
Interest expense (39 (3€) (102) (20%)
Gain on sale of investments — — — (22)
Foreign currency transaction gains (losses) a7 7 (23) (©)]
Income from continuing operations before taxesety in earnings of

affiliates (54) (39 (96 (137)
Income tax expense 1C 8 23 30
Net equity in earnings of affiliates — (1) 3 5)
Income from continuing operations (44) 27 (7€) (112)
Income from continuing operations attributable émecontrolling interests 9 2 24 15
Net income attributable to The AES Corporation $ (39 % (25) $ (52 % 97

Amortization of defined benefit pension actuarialds, net

Regulated cost of sales $ 8 $ an s 25 % (56)
Non-regulated cost of sales — (1) — 3
Other income — — 2 —
Income from continuing operations before taxesemuty in earnings of

affiliates (8) (18 27) (59)
Income tax expense 3 6 4 20
Income from continuing operations 5) (22) (23) (39
Net loss from disposal and impairments of discargthbusinesses — 9 2 3C
Net income 5) 3 (21) 9
Income from continuing operations attributable émeontrolling interests 3 — 14 —
Net income attributable to The AES Corporation $ (2 s Q) $ (7 8 C)

Available-for-sale securities, ne



Interest income
Net income attributable to The AES Corporation

Foreign currency translation adjustment, net

Gain on sale of investments
Net loss from disposal and impairments of discamthbusinesses
Net income attributable to The AES Corporation

Total reclassifications for the period, net of inote tax and noncontrolling interests
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® Amounts in parentheses indicate debits to the ams&teconsolidated statement of operations.

Stock Repurchase Program

During the three months ended September 30, 20iCompany repurchased 7,378,387 shares of AE&oarstock at a cost of $108
million under the existing stock repurchase prog(tra "Program"). The cumulative repurchases sihed”>rogram commenced in July 2010
has totaled 93,696,331 shares at a total cost.&fl$llion , which includes a nominal amount of aoiesions (average price per share of
$12.18, including commissions). The Company hasetoed any shares repurchased under the Program.

The Company's Board of Directors recently authariadurther increase in the Program by an additi$hd0 million , which increased
the total remaining amount for repurchases of A&®roon stock from $52 million to $192 million as®Eptember 30, 2014 .

Subsequent to September 30, 2014 , the Companycieggaed an additional 2,960,908 shares at a c&tomillion , bringing the
cumulative repurchases total through November 5420 96,657,239 shares at a total cost of $1ldbi{average price of $12.25 per share
including commissions). As of November 5, 2014,Gfllion remains available under the Program.

12 . SEGMENTS

The segment reporting structure uses the Compangreagement reporting structure as its foundatiageftect how the Company
manages the business internally and is organizegkbgraphic regions which provide better sociotjpali-economic understanding of our
business. The management reporting structure anargd along six strategic business units (“SBUs”)ed by our Chief Executive Officer
(“CEQO"). Using the accounting guidance on segmepbrting, the Company has determined that it hasegiortable segments corresponding
to its six SBUs:

+ USSBU

* Andes SBU

» Brazil SBU

+ MCAC SBU;
 EMEA SBU; ant
» Asia SBL

Corporate and Other Certain unconsolidated businesses are accountesing the equity method of accounting; thereftireir
operating results are included in “Net Equity irrfitags of Affiliates” on the face of the Condeng@ohsolidated Statements of Operations, nc
in revenue. “Corporate and Other” also includepomate overhead costs which are not directly aassttiwith the operations of our six
reportable segments and other intercompany charggsas self-insurance premiums which are fullpiglated in consolidation.

The Company uses Adjusted Pretax Contribution (U&tjd PTC") as its primary segment performance ureaddjusted PTC, a non-
GAAP measure, is defined by the Company as pretgonie from continuing operations attributable taSA&kcluding unrealized gains or
losses related to derivative transactions, unreglfareign currency gains or losses, gains or fodse to dispositions and acquisitions of
business interests, losses due to impairments@std due to the early retirement of debt. The Campeas concluded that Adjusted PTC best
reflects the underlying business performance ofdbmpany and is the most relevant measure considletee Company’s internal evaluation
of the financial performance of its segments. Addglly, given its large number of businesses ardmexity, the Company concluded that
Adjusted PTC is a more transparent measure thigrteesists the investors in determining whichiesses have the greatest impact on the
overall Company results.

Corporate allocations include certain self-insugaactivities which are reflected within segmentusigd PTC. All intra-segment activity
has been eliminated with respect to revenue andsAeljl PTC within the segment. Inter-segment agthats been eliminated within the total
consolidated results. Asset information for bussesshat were discontinued is shown in the liness€Dntinued businesses” in the
accompanying segment tables.
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Information about the Company’s operations by segrfer the periods indicated was as follows:

Revenue

Three Months Ended September 30,

US SBU

Andes SBU

Brazil SBU

MCAC SBU

EMEA SBU

Asia SBU

Corporate and Other
Total Revenue

Revenue

Nine Months Ended September 30,

US SBU

Andes SBU

Brazil SBU

MCAC SBU

EMEA SBU

Asia SBU

Corporate and Other
Total Revenue

Adjusted Pretax Contribution ©

Three Months Ended September 30,

US SBU

Andes SBU

Brazil SBU

MCAC SBU

EMEA SBU

Asia SBU

Corporate and Other

Total Adjusted Pretax Contribution

Reconciliation to Income from Continuing Operationsbefore Taxes and Equity Earnings of Affiliates:

Non-GAAP Adjustments:

Unrealized derivative gains (losses)
Unrealized foreign currency gains (losses)
Disposition/acquisition gains

Impairment losses

Loss on extinguishment of debt

Pretax contribution

Add: income from continuing operations before taxagibutable to noncontrolling interests
Less: Net equity in earnings of affiliates

Total Revenue Intersegment External Revenue
2014 2013 2014 2013 2014 2013
(in millions)
1,002 $ 96¢€ — 3 = 1,002 $ 96€
704 62¢ Q) @ 703 62€
1,54¢ 1,27¢ — — 1,54¢ 1,27¢
69: 68< Q) — 692 682
371 332 — — 371 332
12t 11z — — 12t 113
4 1 Q) @ — @
4,447 % 3,99¢ 6 $ (3) 4,441  $ 3,99¢
Total Revenue Intersegment External Revenue
2014 2013 2014 2013 2014 2013
(in millions)
2,89¢ % 2,71C — 3 = 2,89 $ 2,71(C
2,04¢ 2,044 2 @ 2,04¢ 2,04:
4,52¢ 3,93¢ — — 4,52¢ 3,93¢
2,02¢ 2,04¢ 2 — 2,021 2,04¢
1,06 97C — — 1,065 97C
45¢€ 38¢ — — 45¢ 38¢
11 5 9) (5) 2 —
13,027 % 12,097 13 $ (6) 13,01: $ 12,09:
Total Adjusted External Adjusted
Pretax Contribution Intersegment Pretax Contribution
2014 2013 2014 2013 2014 2013
(in millions)
15€¢ $ 132 3 3 3 15¢ $ 13t
12C 10¢ Q) 6 11¢ 11¢
— 84 1 1 1 85
124 96 4 4 12¢€ 10C
7% 66 3 3 82 69
2 30 — 1 2 31
(227) (230) (20 (18) (237 (14¢)
354 % 387 —  $ — 354 % 387
(1) 7
(62) 21
367 4
(30) (189
(6€) —
552 23C
48 23t
(6) 15
60€ $ 45C

Income from continuing operations before taxesemdty in earnings of affiliates
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Total Adjusted External Adjusted

Adjusted Pretax Contribution @ Pretax Contribution Intersegment Pretax Contribution
Nine Months Ended September 30, 2014 2013 2014 2013 2014 2013
(in millions)

US SBU $ 311 % 326 % 9 % 8 $ 32 $ 33¢
Andes SBU 2717 27¢ 3 13 28C 291
Brazil SBU 184 204 2 2 18¢€ 20¢€
MCAC SBU 284 25¢€ 18 11 30z 267
EMEA SBU 267 234 9 8 27¢€ 247
Asia SBU 33 101 1 2 34 10z
Corporate and Other (419 (45%) (42) (44) (467) (499
Total Adjusted Pretax Contribution $ 937 $ 94¢ $ — 3 — 3 937 $ 94€

Reconciliation to Income from Continuing Operationsbefore Taxes and Equity Earnings of Affiliates:
Non-GAAP Adjustments:

Unrealized derivative gains 21 46
Unrealized foreign currency losses (95) (28)
Disposition/acquisition gains 36¢€ 30
Impairment losses (29%5) (237)
Loss on extinguishment of debt (219) (207)
Pretax contribution 721 55C
Add: income from continuing operations before taxasibutable to noncontrolling interests 46( 63€
Less: Net equity in earnings of affiliates 39 21
Income from continuing operations before taxeseuuity in earnings of affiliates $ 1,14: % 1,167

@ Adjusted pretax contribution in each segment beifarsegment eliminations includes the effectnééicompany transactions with other segments exoepiterest, charges for certain
management fees and the w-off of intercompany balance

Total Assets

September 30, 2014 December 31, 2013

Assets (in millions)

US SBU $ 989¢ $ 9,952
Andes SBU 7,641 7,35¢
Brazil SBU 8,70¢ 8,38¢
MCAC SBU 5,11¢ 5,07¢
EMEA SBU 3,72( 4,191
Asia SBU 3,07t 2,81(
Discontinued businesses — 1,71¢
Corporate and Other & eliminations 824 921
Total Assets $ 38,98: $ 40,41:

13 . OTHER INCOME AND EXPENSE
Other Income

Other income generally includes contract termimegj@ains on asset sales and extinguishmentsbdfties, favorable judgments on
contingencies, and other income from miscellangé@rsactions. The components of other income arersrized as follows:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(in millions)
Contract termination (Beaver Valley) $ — % — % — $ 60
Contingency reversal — 1C 18 o 10
Gain on sale of assets 3 2 13 9
Other 9 13 25 27

Total other income $ 12 $ 28 $ 5€ $ 10€




®Reversal of a liability in Kazakhstan from the e®pion of a statute of limitations for the RepulicKazakhstan to claim payment from AES.
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Other Expense

Other expense generally includes losses on adsst &gal contingencies and losses from othereti@weous transactions. The
components of other expense are summarized asviollo

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(in millions)
Loss on sale and disposal of assets $ 12 $ 12 $ 31 % 36
Contract termination — — — 7
Other — 3 6 15
Total other expense $ 12 $ 15 % 37 % 58

14 . GOODWILL IMPAIRMENT

DPLER— During the first quarter of 2014, the Companyfpened an interim impairment test on the $136 willin goodwill at its
DPLER reporting unit, a competitive retail marketelling retail electricity to customers in Ohiadaliinois. The DPLER reporting unit was
identified as being "at risk" during the fourth gies of 2013. The impairment indicators arose basetharket information available regarding
actual and proposed sales of competitive retaiketars, which indicated a significant decline ifuations during the first quarter of 2014.

In Step 1 of the interim impairment test, the faitue of the reporting unit was determined to Iss kban its carrying amount under both
the market approach and the income approach udgiigaunted cash flow valuation model. The sigaificassumptions included commodity
price curves, estimated electricity to be demarxjeits customers, changes in its customer basedhrattrition and expansion, discount rates
the assumed tax structure and the level of workapjtal required to run the business.

In Step 2 of the interim impairment test, the goldwmas determined to have an implied fair valuezsro after the hypothetical purcha
price allocation and the Company accordingly recxepha full impairment of the $136 million in gooilivat the DPLER reporting unit during
the three months ended March 31, 2014. DPLER isrteg in the US SBU reportable segment.

Buffalo Gap— During the first quarter of 2014, the Companyoguzed an $18 million impairment of its goodwillits Buffalo Gap
reporting unit, which is comprised of three windjpcts in Texas with an aggregate generation dépaic 524 MW, and is reported in the L
SBU reportable segment.

Ebute—During the third quarter of 2013, the Company perfed an interim goodwill impairment test at Ebat®94 MW gas-fired plant
in Nigeria, and recognized the entire goodwill baka of $58 million as goodwill impairment expenBer further details regarding this
impairment, see Note 10 -Goodwill and Other Intangible Assai§the 2013audited consolidated financial statements includdtem 8 of the
Company's 2013 Form 10-K.

15 . ASSET IMPAIRMENT EXPENSE

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
(in millions)

Beaver Valley $ — — & — & 46
DP&L (East Bend) — — 12 —
Ebute 15 — 67 —
Itabo (San Lorenzo) — 15 — 15
UK Wind (Newfield) — — 11 —
Other — 1 — 3
Total asset impairment expense $ 15 % 16 $ 90 $ 64

2014

DP&L (East Bend}— During the first quarter of 2014, the Companyddghe recoverability of long-lived assets at EBestd, a 186
MW coal-fired plant in Ohio jointly owned by DP&{a wholly owned subsidiary of AES). Indications idigrthat quarter that the fair value of
the asset group was less than its carrying amoerg determined to be impairment indicators givew harrowly these long-lived assets had
passed the recoverability test during the fourtartar of 2013. During the first quarter of 2014 tbompany determined that the carrying
amount of the asset group was not recoverable EBlseBend asset group was determined to have wafaie of $2 million using the market
approach. As a result, the Company recognized set aspairment expense of $12 million . East Beneéported in the US SBU reportable
segment.



Ebute— During the second quarter of 2014, the Compaawtifiled impairment indicators at Ebute in Nigerasulting from the
continued lack of gas supply and the increasedili@ed of selling the asset group before the enitisadseful life.
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The Company determined that the carrying amoutti@fsset group was not recoverable. The Ebuté grseg was determined to have a fair
value of $47 million using primarily the market apach based on indications about the proceedsthed be received from a future sale, the
amount of cash flows estimated to be received thmil sale under its power purchase agreementhanainhiount of cash on hand. As a result,

the Company recognized an asset impairment expdr&&2 million .

During the third quarter of 2014, the Company idfestt an additional impairment indicator resultiitrgm lower indications about the
potential proceeds that could be received fromaéusale and a decline in expected cash flowsirengato be received until that sale. The
Company determined that the carrying amount oi#set group was not recoverable. The Ebute assgp gras determined to have a fair vi
of $36 million ; as a result, the Company recogaiae additional asset impairment expense of $1komil Ebute is reported in the EMEA
SBU reportable segment.

UK Wind (Newfield}— During the second quarter of 2014, the Compastgtkthe recoverability of lonlijred assets at its Newfield wit
development project in the United Kingdom after th€ government refused to grant a permit necesigeairhe project to continue. The
Company determined that the carrying amount oidset group was not recoverable. The Newfield @seep was determined to have no fair
value using the income approach. As a result, thegany recognized an asset impairment expenseloffilion . UK Wind (Newfield) is
reported in the EMEA SBU reportable segment.

2013

Itabo (San Lorenzo}-During the third quarter of 2013, the Companydddhe recoverability of long-lived assets at Sarehzo, &35
MW LNG fueled plant of Itabo. Itabo was informed Byper-Intendencia de Electricidad (“SIEthe system regulator in the Domini
Republic, that it would not receive capacity reveigoing forward. This communication in combinatieith current adverse market conditi
were determined to be an impairment indicator. Thenpany performed a lorliyed asset impairment test considering differargrsrios an
determined that, based on undiscounted cash flineszarrying amount of San Lorenzo was not recdlerd he fair value of San Lorenzo \
determined using the market approach based onlebguote and it was determined that its carryingant of $22 millionexceeded tt
estimated fair value of $7 million . As a resultetCompany recognized an asset impairment expédrigEsamillion . Itabo is reported in tl
MCAC SBU reportable segment.

Beaver Valley— In January 2013, Beaver Valley, a wholly-owne& MW coal-fired plant in Pennsylvania, entered iatbagreement to
early terminate its PPA with the offtaker in excharor a lump-sum payment of $60 million which weseived on January 9, 2013. The
termination was effective January 8, 2013. Bea\adley also terminated its fuel supply agreementdésrthe PPA termination agreement,
annual capacity agreements between the offtakePdhtInterconnection, LLC (“PJM”) (a regional tramission organization) for 2013 - 2016
have been assigned to Beaver Valley. The termimatidhe PPA resulted in a significant reductiohia future cash flows of the asset group
and was considered an impairment indicator. Theyicey amount of the asset group was not recoverdie carrying amount of the asset
group exceeded the fair value of the asset grasuilting in an asset impairment expense of $46anillBeaver Valley is reported in the US
SBU reportable segment.

16 . OTHER NON-OPERATING EXPENSE

Silver Ridge— During the second quarter of 2014, the Compangrdened that there was a decline in the fair valuigs equity method
investment in SRP that was other than temporargdas indications about the fair value of the prtgen Italy and Spain that resulted from
actual and proposed changes to their tariffs. F@mine months ended September 30, 2014, the Cgoniaarecognized a pretax impairment
loss of $42 million in other non-operating expenlee transaction related to our 50% ownership @sein SRP closed on July 2, 2014 $417¢
million . See Note 7 —nvestments in and Advances to Affiliate$ this Form 10-Q for further information.

Entek— In September 2014, the Company executed an agréesubject to the approval of the Company’s Badiirectors, to sell its
49.62% equity interest in AES Entek for $125 millioAES Entek consists of 364 MW of natural gas laydfoelectric generation facilities,
plus a coal-fired development project. During thiect quarter of 2014, the Company determined thexs an other-than-temporary decline in
the fair value of its equity method investment IB@\Entek and recognized a pretax impairment log&8fmillion in other non-operating
expense. As of September 30, 2014, the CompanyasdBaf Directors had not approved the sale andyrdotgly, the impairment recognized
during the third quarter excluded the cumulatiemsiation adjustment (“CTA”") related to AES Entdk68 million .

In October 2014, the Company’s Board of Directqpraved the sale of AES Entek. This will resulthie recognition of additional
impairment expense related to the CTA in the foqrthrter of 2014. The sale is expected to closmguhe first quarter of 2015 and is subject
to customary regulatory approvals.

17. INCOME TAXES

Chilean Tax Reform— O n September 29, 2014, the Chilean government ethactaprehensive tax reforms which introduced sigaift
changes to corporate income tax rates, a modidicadf the shareholder level tax beginning in 2Gk new “green” taxes primarily over GO
emissions beginning in 2017. Specifically, two sys$ of income tax were introduced:
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Attributed Profit System (“APS”) and Partially Igpated System (“PIS”). The Company expects to elecAPS system which taxes
shareholders on an accrued profits basis. UnderdhEBeholders would be taxed on a cash basis.

The corporate income tax rate was raised from 2024 % retroactive to January 1, 2014, and under iaR8heduled to increase in steps
up to 25% for 2017 and beyond. Under PIS, the mawimate is 27%nd is effective for 2018 and beyond. The impaceaieasuring deferre
taxes to account for the enacted change in fuippécable income tax rates was recognized as distag expense this quarter and resulted in
consolidated income tax expense of $46 millione Thpacts of the shareholder level taxes and gmeess will be recognized in future periods
and could be material.

During the third quarter of 2014, there was a clangax status at one of the Company’s busindgashe Dominican Republic. This
change resulted in a net $23 million income taxelfiedue to the associated elimination of a defite liability no longer required to be
recorded. This benefit was recorded as a disdetein the current quarter.

18 . DISCONTINUED OPERATIONS AND HELD-FOR-SALE BUSINESSES

As discussed in Note 1 Financial Statement Presentatioeffective July 1, 2014, the Company prospectiesgpted ASU No. 2014-
08. The following table summarizes the revenuegiime from operations, income tax expense, impairraedtloss on disposal of all
discontinued operations prior to the adoption efrilew accounting guidance for discontinued operatior the periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013%
(in millions)
Revenue $ — 3 13 $ 23 % 55€
Income (loss) from operations of discontinued besses, before income tax $ — % 41 $ 48 % (35)
Income tax benefit (expense) — 3 (22) (2
Income (loss) from operations of discontinued besses, after income tax $ — % (38 $ 27 % (37
Net loss from disposal and impairments of discargihbusinesses, after income tax $ — 3 78 $ (56) $ (111

@Includes the results of operations of our Ukraitiktyibusinesses, which were sold in April 2013.

Cameroon—in September 2013, a subsidiary of the Companyutgdcsale agreements for the sale of AES WhitdsifV. (owner of
56% of AES SONEL S.A), AES Kribi Holdings B.V. (ownof 56% of Kribi Power Development Company Sa&n§l AES Dibamba Holdings
B.V., (owner of 56% of Dibamba Power Developmentpany S.A.). In June 2014, the Company sold itseertjuity interest in all three
businesses in Cameroon. Net proceeds from theraakaction were $202 million with $162 million e2eed at closing and non-contingent
consideration of $40 million to be received in J@046. The carrying amount of $40 million , whighpeoximates fair value, is classified in
other noncurrent assets and is secured by a $40migtter of credit from a well-capitalized, miniational bank. Between meeting the held-for
sale criteria in September 2013 through the figsgtrtgr of 2014, the Company has recognized impaitsnaf $101 million representing the
difference between their aggregate carrying amofii435 million and fair value less costs to sé$834 million . During the second quarter
of 2014, the Company recognized an additional émssale of $7 million . These businesses were pusly reported in EMEA SBU reportable
segment.

Saurashtra—n October 2013, the Company executed a sale agmdior the sale of its wholly owned subsidiary A&&urashtra Priva
Ltd, a 39 MW wind project in India. The sale tractsan closed on February 24, 2014 and net proceefi8 million were received. Saurashtra
was previously reported in the Asia SBU reportagigment.

U.S. wind projecs —In November 2013, the Company executed an agrediorettte sale of its 100% membership interestéiiragwind
projects with an aggregate generation capacity3d\@W: Condon in California, Lake Benton | in Minneaaind Storm Lake Il in lowa. Unc
the terms of the sale agreement, the buyer haptiondo purchase the Company's 100% interest mehia Mountain, a 10MW wind project
in Pennsylvania at a fixed price of $75 millionheToption is exercisable between January 1, 20d%\anil 1, 2015 (both dates inclusive). The
sale transaction closed on January 30, 2014 angroeteds of $27 million were received. Approxiria&3 million of the net proceeds
received have been deferred and allocated to therilswoption to purchase Armenia Mountain. Theselvgrojects were previously reported in
the US SBU reportable segment. Armenia Mountainnmsnet the held-for-sale criteria and, accordinid reflected within continuing
operations.

19 . DISPOSITIONS

U.K. wind projects— On August 22, 2014, the Company sold 10@%s interests in four operating wind projectsdted in the U.K. wit
an aggregate generation capacity of 88 MW. Netgwds from the sale transaction were $161 miliad the Company recognized a pr
gain on sale of $78 millioduring the third quarter of 2014. These wind prtgexre reported in the EMEA SBU reportable segmBmtse win
projects do not meet the criteria to be reportedissontinued operations under ASU
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201438 and, accordingly, the results are reflected wittwntinuing operations. Excluding the gain on stie pretax loss for these dispc
projects was $19 million and $18 million , respeely, for the three and nine months ended Septe8he2014, and $3 million and $2 millign
respectively, for the three and nine months endgrde®nber 30, 2013.

Cartagena— On April 26, 2013, the Company sold its remainimgrest in AES Energia Cartagena S.R.L. (“AESt&gena”), a 1,199
MW gas-fired generation business in Spain uporeitegcise of a purchase option included in the 2@ agreement where the Company sol
its majority interest in the business. Net procefeats the exercise of the option were approxima$¢ millionand the Company recognize:
pretax gain of $20 million during the second quante2013. In 2012, the Company had sold 80% of @81%equity interest in Cartagena a
had recognized a pretax gain of $178 million . Urttle terms of the 2012 sale agreement, the bugsrgranted an option to purchase the
Company’s remaining 20% interest during a five -thgueriod beginning March 2013, which was exercized\pril 26, 2013 as described
above. Due to the Company'’s continued ownershgrést, which extended beyond one year from the tatiop of the sale of its 80% interest
in February 2012, the prior-period operating resaftAES Cartagena were not reclassified as digoaed operations.

20. EARNINGS PER SHARE

Basic and diluted earnings per share are basedeondighted-average number of shares of commok atett potential common stock
outstanding during the period. Potential commouglstéor purposes of determining diluted earningsgbere, includes the effects of dilutive
restricted stock units, stock options and convirtiecurities. The effect of such potential commstmtk is computed using the treasury stock
method or the if-converted method, as applicabhe fbllowing tables present a reconciliation of thenerator and denominator of the basic
and diluted earnings per share computation forrimeérom continuing operations for the periods iatkd. In the table below, income
represents the numerator and weighted-averagesstegnesent the denominator:

Three Months Ended September 30,
2014 2013

Income Shares $ per Share Income Shares $ per Share

(in millions except per share data)
BASIC EARNINGS PER SHARE

Income from continuing operations attributable teTAES

Corporation common stockholders $ 48¢ 721 % 0.6¢ $ 17t 74z $ 0.2
EFFECT OF DILUTIVE SECURITIES

Convertible securities 6 15 (0.07) — — —

Stock options — 1 — — 1 —

Restricted stock units — 3 — — 4 —
DILUTED EARNINGS PER SHARE $ 494 74C % 0.67 $ 17¢ 747 % 0.2:

Nine Months Ended September 30,
2014 2013

Income Shares $ per Share Income Shares $ per Share

(in millions except per share data)
BASIC EARNINGS PER SHARE

Income from continuing operations attributable teTAES
Corporation common stockholders $ 582 724 $ 081 $ 454 745 $ 0.61

EFFECT OF DILUTIVE SECURITIES
Stock options — — _ — _ _
Restricted stock units — 3 — — 4 _
DILUTED EARNINGS PER SHARE $ 582 7271 $ 081 $ 454 74¢  $ 0.61

The calculation of diluted earnings per share ed@iu5 million and 6 million options outstandingSaptember 30, 2014 and 2013 ,
respectively, that could potentially dilute basiecréngs per share in the future. These options wetréncluded in the computation of diluted
earnings per share because the exercise pricesd thptions exceeded the average market pricegdinénrelated period.

The calculation of diluted earnings per share alsduded 1 million and 1 million restricted stoakits outstanding éeptember 30, 20:
and 2013, respectively, that could potentially@ilbasic earnings per share in the future. Theteiated stock units were not included in the
computation of diluted earnings per share becégwsaverage amount of compensation cost per shatrited to future service and not yet
recognized exceeded the average market price diméngelated period and thus to include the restticinits would have been anti-dilutive.

For the three months ended September 30, 2014qrmalertible debentures were included in the egmper share calculation. For the
three months ended September 30, 2013, all 15m#hares of potential common stock associatell @dhvertible debentures were omitted
from the earnings per share calculation becaugevtiee anti-dilutive. For the nine
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months ended September 30, 2014 and 2013, allllimshares of potential common stock associat#d convertible debentures were
omitted from the earnings per share calculatiorabse they were anti-dilutive.

During the nine months ended September 30, 20Millibn shares of common stock were issued unldeiGompany’s profit-sharing
plan.

21. SUBSEQUENT EVENTS

AES Entek sale- In October 2014, the Company entered into aneagest to sell its 49.62% equity interest in AESdkrfor $125
million . See Note 16 —Other Non-Operating Expenser further information.

Dividends— On October 10, 2014, the Company's Board of Dansadeclared a dividend of $0.9Br outstanding common share pay:
on November 17, 2014 to the shareholders of reabtide close of business on November 3, 2014.

Stock Repurchase Program The Company continued stock repurchases afteleBdyer 30, 2014 under its stock repurchase program.
For additional information on stock repurchasesrafie quarter, see Note 11Egquity.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

In this Quarterly Report on Form 10-Q (“Form 10-QtHe terms “AES,” “the Company,” “us,” or “we” ref to the consolidated entity
and all of its subsidiaries and affiliates, colieely. The term “The AES Corporation” or “the Par&ompany” refers only to the parent,
publicly held holding company, The AES Corporatier¢luding its subsidiaries and affiliates. Thedmmsed consolidated financial statement
included in Item 1. —Financial Statementsf this Form 10-Q and the discussions containediheshould be read in conjunction with our 2013
Form 10-K.

FORWARD-LOOKING INFORMATION

The following discussion may contain forward-loakistatements regarding us, our business, prosgedteur results of operations that
are subject to certain risks and uncertainties ¢ghbgemany factors and events that could causeauakbusiness, prospects and results of
operations to differ materially from those that nteyanticipated by such forward-looking statemedrdgtors that could cause or contribute to
such differences include, but are not limited bmse described in Iltem 1A. Risk Factorsand Item 7. —Management's Discussion and
Analysis of Financial Condition and Results of Ggiemsof our 2013 Form 10-K and subsequent filings with SEC. Readers are cautioned
not to place undue reliance on these forward-lapktatements, which speak only as of the dateieféiport. We undertake no obligation to
revise any forward-looking statements in orderefitect events or circumstances that may subsequarisie. If we do update one or more
forward-looking statements, no inference shouldfzevn that we will make additional updates withpexst to those or other forward-looking
statements. Readers are urged to carefully rewiecansider the various disclosures made by usisrréport and in our other reports filed
with the SEC that advise of the risks and factbad imay affect our business.

Overview of Our Business

We are a diversified power generation and utiliynpany organized into six market-oriented SBUs:(UGited States), Andes (Chile,
Colombia, and Argentina), Brazil, MCAC (Mexico, Geal America and the Caribbean), EMEA (Europe, NidBast and Africa), and Asia.
For additional information regarding our businesse Item 1. —Busines®f our 2013 Form 10-K.

Our Organization— The segment reporting structure uses the Companghagement reporting structure as its foundadioaflect how
the Company manages the business internally am@j@nized by geographic regions which provide betbeio-political-economic
understanding of our business. The managementtiegatructure is organized along six SBUs led by ©EO. Using the accounting guidal
on segment reporting, the Company has determiregdtthreportable segments correspond to the sxsSBlanagement’s discussion and
analysis of Operating Margin, Adjusted Operating§fia and Adjusted Pretax Contribution is organiaedording to the SBU structure as
follows:

» USSBL

* Andes SBL
» Brazil SBL
+ MCAC sSBU
+ EMEA SBU
» Asia SBL

Corporate and Othe— The Company’s corporate operations are reporiddnwv'Corporate and Other” because they do notireqg
separate disclosure under segment reporting adogumntidance.
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Key Topics in the Management's Discussion and Arsidy
Our discussion covers the following:
e Overview of Q3 2014&Results, Management's Strategic Priorities andegfiaPerformanc
* Review of Consolidated Results of Operat
e SBU Analysis and NoGAAP Measure
« Key Trends and Uncertaint
e Capital Resources and Liquic

Q 3 2014 Performance
Earnings Per Share Results in Q 3 2014

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 Change % Change 2014 2013 Change % Change
Diluted earnings per share from continuing operstio $ 067 $ 02 $ 0.44 191% $ 0.81 $ 0.61 $ 0.2C 33%
Adjusted earnings per share (a non-GAAP meastire) $ 037 $ 03¢ $(0.09 5% $ 08¢ $ 1.01 $(0.12) (12)%

@ See reconciliation and definition under Non-GAAPaderes.
Three Months Ended September 30, 2014

Diluted earnings per share from continuing operetimcreased $0.44 , or 191% , to $0.67 principdliy to the gain on sale of a
noncontrolling interest in Masinloc, the gain ofesaf UK wind assets, lower goodwill impairment exge, and lower other non-operating
expense, partially offset by lower operating mardigher foreign currency transaction loss, highes on extinguishment of debt, and higher
interest expense.

Adjusted earnings per share, a non-GAAP measuceedsed by 5% primarily due to lower operating rimarg
Nine Months Ended September 30, 2014

Diluted earnings per share from continuing operatimcreased $0.20 , or 33% , to $0.81 principdillg to the gain on sale of a
noncontrolling interest in Masinloc, the gain ofesaf UK wind assets, and lower other non-operaéirgense, partially offset by goodwiill
impairments in the US, lower operating margin, igforeign currency transaction loss, and highkewoincome in 2013 resulting from the
termination of the PPA at Beaver Valley.

Adjusted earnings per share, a non-GAAP measuceedsed by 12% primarily due to an increased tgaat) lower operating margin,
and higher other income in 2013 resulting fromPfRA termination at Beaver Valley, partially offégtlower Parent interest expense, the
reversal of a loss contingency at Sul, and lowarslkount.

Management'’s Strategic Priorities
Management is focused on the following priorities:

* Management of our portfolio of Generation anditytbusinesses to create value for our stakehsldacluding customers and
shareholders, through safe, reliable, and sust&mgderations and effective cost management;

» Driving our business to manage capital effedyivand to increase the amount of discretionary @astilable for deployment into debt
repayment, growth investments, shareholder dividemdl share buybacks;

« Growing our business through disciplined and tagétitiatives, with a focus on platform expansicadjacent services and select
acquisitions, as well as improving the risk-adjdsteturns on our existing assets. To this end, &g raduce our exposure to or
opportunistically exit markets in which we do notdsee sufficient growth opportunities or whereare unable to earn a fair risk-
adjusted return relative to monetization alterredjvand

* Reduce the cash flow and earnings volatilitpaf businesses by proactively managing our currecmymodity and political risk

exposures, mostly through contractual and regufat@chanisms, as well as commercial hedging aietivitVe also will continue to
limit our risk by utilizing non-recourse projechéincing for the majority of our businesses.

Q3 2014 Strategic Performance

We continue to execute on our strategic objectbfesafe, reliable and sustainable operations, ingr@nt of available capital and
deployment of discretionary cash and realignmemtunfgeographic focus. Key highlights of our pragreuring the nine months ended
September 30, 2014 include:
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Safe, Reliable and Sustainable Operations

Our Key Performance Indicators ("KPIs") for theipds indicated are as follows:

For the Nine Months Ended September 30,

Key Performance Indicators 2014 2013 Variance
Safety: Employee Lost-Time Incident Case Rate 0.1 0.10¢ 3%
Safety: Operational Contractor Lost-Time Incideas€ Rate 0.09: 0.137 32%
Generation
Commercial Availability (%) 91.2% 93.6% (2.9%
Equivalent Forced Outage Factor (EFOF, %) 3.5% 2.8% (0.9%
Heat Rate (BTU/kWh) 9,82¢ 9,65( (17¢)
Utility
System Average Interruption Duration Index (SAIBburs) 5.E 6.1 0.€
System Average Interruption Frequency Index (SAtkinber of interruptions) 3.€ 3.C (0.6)
Non-Technical Losses (%) 2.1% 2.4% 0.2%
Definitions:

¢ Lost-Time Incident Case Rate: Number of losteticases per number of fillne employees or contractc

»  Commercial Availability: Actual variable margin, agpercentage of potential variable margin if thié bad been available at full capacity during get

« Equivalent Forced Outage Factor ("EFOF"): The petange of the time that a plant is not capable ofipcing energy, due to unplanned operational réhein productior
e Heat Rate: The amount of energy used by anralatgenerator or power plant to generate onealdtbhour (kWh)

«  System Average Interruption Duration Index ("BR): The total hours of interruption the averagesmmer experiences annually. Trailingrh®nth averag

e System Average Interruption Frequency Index: aherage number of interruptions the average custexperiences annually. Trailing i#dnth averag

* Non-Technical Losses: Delivered energy that was rltddue to measurement error, theft or other neas®railing 12month averag

We continue to focus on safety as our top priofiyr safety performance improved in the third oeraof 2014 , as we lowered our lost-
time incident case rates for both employees andatipeal contractors.

Generation in gigawatt-hours (GWh) is down 4% coragdo the first nine months of 2013, mainly driv@ndry hydrological conditions
in Brazil and Panama, as well as higher unplannegiges at our generation plants in Ohio and thigpPhies. The dry conditions were
partially offset by new capacity in Chile.

Compared to the first nine months of 2013, ourgrenince on our KPIs was mixed, as our generatids Kéclined while indicators for
our utilities improved. Our Commercial Availabilignd EFOF performance deteriorated, largely driweour unplanned outages at our
generation plants in Ohio and the Philippines asudised above. Most of these events have beeradsnid mitigation plans have been
implemented. For utilities, our performance on SA#Rd Non-Technical Losses improved compared tditsienine months of 2013.

Improving Available Capital and Deployment of Distionary Cash

We continue to focus on improving cash generatimh@ptimizing the use of our parent discretionaagic During the third quarter of
2014 , we generated $763 million of cash flow froperating activities. We utilized cash consisteithwur strategy, as we paid a quarterly
dividend of $36 million ($0.05 per share), repusgicommon stock under the existing stock repuechesgram at a total cost of $108
million, and utilized $356 million to reduce andinance recourse debt at the Parent Company.

Realigning Our Geographic Focus
We made several advancements in our strategy dtirenguarter. We announced the sale of 100% oinberest in our Turkish assets ¢
upon closing will exit that country. We also advad®n two partnership transactions including the sB45% of our interest in the Masinloc

facility for $443 million and agreed with our paetr to use Masinloc as our exclusive vehicle fomgh in the Philippines. Additionally, we
executed an agreement to sell an 8% noncontrahitegest in our businesses in the Dominican Repubti $96 million .
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Review of Consolidated Results of Operations

Results of operations

Revenue:
USs sSBU
Andes SBU
Brazil SBU
MCAC SBU
EMEA SBU
Asia SBU

Corporate and Other

Intersegment eliminations
Total Revenue

Operating Margin:
US SBU
Andes SBU
Brazil SBU
MCAC SBU
EMEA SBU
Asia SBU

Corporate and Other

Intersegment eliminations
Total Operating Margin

General and administrative expenses
Interest expense

Interest income

Loss on extinguishment of debt

Other expense

Other income

Gain on disposals and sale of investments
Goodwill impairment expense

Asset impairment expense

Foreign currency transaction gains (losses)
Other non-operating expense

Income tax expense

Net equity in earnings of affiliates

INCOME FROM CONTINUING OPERATIONS

Income (loss) from operations of discontinued besses, net of
income tax expense (benefit) of $0, $(3), $22, $Adrespectively

Net loss from disposal and impairments of discargéh
businesses, net of income tax expense (beneff),db(1), $4, and
$(2), respectively

NET INCOME

Noncontrolling interests:

Less: Income from continuing operations attribugetl
noncontrolling interests

Less: Loss from discontinued operations attributabl
noncontrolling interests

NET INCOME ATTRIBUTABLE TO THE AES
CORPORATION

AMOUNTS ATTRIBUTABLE TO THE AES CORPORATION
COMMON STOCKHOLDERS:

Income from continuing operations, net of tax

Loss from discontinued operations, net of tax

Three Months Ended September 30,

Nine Months Ended September 30,

2014 2013 $ change % change 2014 2013 $ change % change
($ in millions, except per share amounts)
$100: $ 966 $ 36 4% $ 289%€ $ 2,71( $ 18¢ 7%
704 62¢ 75 12 % 2,04¢ 2,044 4 — %
1,54¢ 1,27¢ 278 21% 4,52¢ 3,93¢ 592 15%
698 688 10 1% 2,02t 2,04¢ (23 -1%
371 33z 39 12% 1,067 97¢ 97 10%
12E ili1E 12 11% 45€ 38¢ 68 18 %
4 1 3 30C % 11 5 6 12C %
(6) 3) 3) -10C % (13 (6) @) -117%
4,441 3,99¢ 44k 11% 13,01« 12,09: 92t 8%
$ 222 $ 20€ % 16 8% $ 50C $ 49¢ % 2 — %
212 134 78 58 % 451 41€ 35 8%
44 30€ (262) -86 % 63t 822 (187) -23%
17€ 142 33 23% 411 397 14 4%
94 85 9 11% 304 28t 1¢ 7%
12 38 (26) -68 % 4¢ 121 (72 -60 %
16 2 14 70C % 42 21 21 10C %
9) 13 (22 -16€ % 12 17 (29 -171%
767 927 (160 -17% 2,38( 2,571 (197 -8 %
(45) (593) 8 15% (14¢) (160) 12 8%
(390 (35¢) (32 -9% (1,08¢) (1,06%) (21) 2%
69 85 (16) -19 % 20t 213 (8) -4%
(47) — (47) NM (196€) (212) 1€ 8%
(12 (15 8 20% (37 (58) 21 36 %
12 25 (13 -52% 5€ 10€ (50C) -47 %
362 8 35¢ NM 368 2€ 337 NM

— (58) 58 10C % (159 (59 (96) -16€ %
(15) (16) 1 6 % (9C) (64) (26) -41 %
(79 32 (113 -347% (97) (1€) (75) -46¢ %
(26) (222 10€ 87% (6C) (122) 62 51 %
(92 (12¢) 34 27% (309) (28%) (18) -6 %
(6) 15 (21) -14C % 39 21 18 86 %
50€ 33¢ 16¢ 5C % 87¢ 90< (25) 3%
— (38) 38 10C % 27 37) 64 175 %
— (78) 78 10C % (5€) (11) 58 50 %
50€ 222 28t 12€ % 84¢ 75k 94 12%
(20) (169 144 88 % (29%) (449) 154 34%
— 12 (12 -10C % 9 14 (5 -36 %
$ 48 $ 71 $ 417 587% $ 56 $ 32C % 242 76 %
$ 48 § 17t ¢ 31z 17€% $ 58: $ 454 % 12¢ 28%
— (104) 104 10C % (20) (134) 114 85 %



Net income $ 48 $ 71 $ 417 587% $ 565 $ 32C % 245 76 %
Net cash provided by operating activities $ 762 $ 85 % (92 -11% $ 1,21€ $ 2,04C $ (829 -40 %
DIVIDENDS DECLARED PER COMMON SHARE $ 008 $ — $ 0.0¢ NM $ 01C $ 008 $ 0.02 NM

NM - Not Meaningful
Three months ended September 30, 2014 :

Revenue increase d $445 million , or 11% , to $lin in the three months ended September 304 2@Mpared with $4.0 billiom the
three months ended September 30, 2013 . Includimgnfavorable impact of foreign currency of $5limnil , the performance in each SBU v

driven primarily by the following businesses ang kbperating drivers:
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US — Overall favorable impact of $36 million den by regulatory retail rate increases at DPL oQas a result of the ESP
implemented in January 2014, partially offset bgrdased retail sales volume resulting from custswéiching and mild weather.

Andes — Overall favorable impact of $75 millidriven by higher contract and spot sales at Gan€hile and Chivor in Colombia.
These results were offset by Argentina due to wniale foreign exchange rates, higher outagesloavel generation, partially offset
by higher rates due to the Resolution 529 adjustmen

Brazil — Overall favorable impact of $273 mili@riven by higher tariffs at Eletropaulo and Suwimarily related to pass-through
costs, and Tieté due to higher contract prices.

MCAC — Overall favorable impact of $10 milliomiden by higher rates in the Dominican Republic &wetrto Rico, primarily pass-
through costs. El Salvador also increased duegioehidemand, partially offset by lower pass-throogsts.

EMEA — Overall favorable impact of $39 milliomiden by new operations at the Jordan IPP4 plamttwbommenced operations in
July 2014, partially offset by lower volume in Nloetn Ireland in the U.K.

Asia — Overall favorable impact of $12 millionicen by higher generation at Kelanitissa in Smka, partially offset by a reduction
in rates according to the PPA, and the Philippohesto higher contract demand, partially offsetdwer rates.

Operating margin decrease d $160 million , or 178767 million in the three months ended Septer8be2014 compared with $927

million in the three months ended September 30320acluding the unfavorable impact of foreignreurcy of $7 million , the performance in
each SBU was driven primarily by the following messses and key operating drivers:

US — Overall favorable impact of $16 million den by DPL in Ohio due to regulatory retail ratereases and reduced fuel and
purchase power costs, partially offset by decreastil sales volume as discussed above.

Andes — Overall favorable impact of $78 millidriven by Chivor in Colombia due to higher salesassult of higher inflows, as
discussed above, and higher rates and Gener i Gind to higher coal and diesel availability andfable contract and spot rates.
These results were partially offset by Argentina twhigher fixed costs mainly driven by inflatidower generation, and unfavorable
foreign exchange rates, partially offset by higtstes related to Resolution 529 adjustment.

Brazil — Overall unfavorable impact of $262 nidth driven by Tieté due to lower water inflows wiiled to lower generation and an
increase in energy purchases at higher pricesilBvag also impacted by higher fixed costs, prifyaat Eletropaulo. Revenue
increases due to pass-through costs do not haveesponding impact on operating margin.

MCAC — Overall favorable impact of $33 milliomiden by the Dominican Republic due to favorabl@act of rates as a result of
lower fuel prices, higher PPA prices, and highécqw of gas sales to third parties. In additiomdPaa increased driven by
compensation from the government related to spathases driven by dry hydrological conditions.

EMEA — Overall favorable impact of $9 millioniden by new operations at the Jordan IPP4 pladississed above, as well as
better availability related to timing of schedulattages and lower depreciation at Maritza and fewésges and lower depreciation at
Ebute. These results were partially offset by Kitrim the U.K. due to lower dispatch and rates.

Asia — Overall unfavorable impact of $26 millidniven by lower plant availability and related tm the Philippines as well as a
reduction in rates according to the PPA and higlwsiges and maintenance costs at Kelanitissa ina8ka.

Nine months ended September 30, 2014 :
Revenue increase d $923 million , or 8% , to $1®hiin the nine months ended September 30, 2@Mpared with $12.1 billion in the

nine months ended September 30, 2013 . Includiegtifiavorable impact of foreign currency of $4938iom , the performance in each SBU
was driven primarily by the following businessesl &ey operating drivers:

US — Overall favorable variance of $186 millidriven by regulatory retail rate increases at Di*Dhio as well as higher rates,
primarily pass-through, at IPL in Indiana.

Andes — Overall favorable impact of $4 milliorivetn by Chivor in Colombia due to higher spot aodtract rates, somewhat offset
by unfavorable foreign exchange rates, and Gen€hile as a result of higher volume, partially effby lower rates. Offsetting these
results, Argentina decreased due to the impacesbRition 95 in which there is no longer a passtth of fuel included in revenue
and unfavorable foreign exchange rates, partidfsed by higher availability.
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» Brazil — Overall favorable impact of $592 mili@riven by higher volumes and higher tariffs, miity pass-through costs, at
Eletropaulo and Sul. Tieté also increased duegbdrirates. Unfavorable foreign exchange partiafiiget these results.

*+  MCAC — Overall unfavorable impact of $23 millianiven by the Dominican Republic due to lowerdhparty gas sales, partially
offset by higher PPA rates. El Salvador also desr@as a result of a one-time unfavorable adjudtinambilled revenue and lower
pass-through costs. Offsetting these results, ®&do increased due to higher volume and ratePaméma increased due to higher
rates, partially offset by lower volume.

» EMEA — Overall favorable impact of $97 milliairiven by the start of operations at Jordan IPP&lvbommenced operations in J
2014 and Maritza in Bulgaria due to higher priced tavorable foreign exchange rates, partiallyaiffsy higher planned outages. The
United Kingdom also increased as a result of faveroreign exchange rates and the contributioms fu.K. wind businesses,
partially offset by lower rates.

» Asia — Overall favorable impact of $68 millionieen by higher generation at Kelanitissa in Smka, partially offset by a reduction
in rates according to the PPA, and the Philippthesto higher volume, partially offset by loweresit

Operating margin decrease d $197 million , or 8%$2.4 billion in the nine months ended Septen3@er2014 compared with $2.6
billion in the nine months ended September 30, 20@8luding the unfavorable impact of foreign @ncy of $95 million the performance in
each SBU was driven primarily by the following messses and key operating drivers:

* US — Overall favorable impact of $2 million deiw by favorable results at US Generation includimgtributions from platform
expansion projects at Southland and Tait energngoproject, combined with higher availability-ewaii and increased market
prices at Laurel Mountain. These results were Igrgtset by DPL as outages and lower gas avaitghii the first half of 2014
resulted in higher purchased power and relateds¢cogtupply higher demand from cold weather, at agelinrealized derivative
losses, partially offset by improvements in Q3 2842ulting from increased retail rates and lowet fwsts. Revenue increases due tc
pass-through costs do not have a correspondingcinmpaoperating margin.

* Andes — Overall favorable impact of $35 millidriven by Chivor in Colombia due to higher genematiesulting in higher spot and
contract sales and ancillary services. These emudte partially offset by Gener in Chile due tevdw contract and spot prices and
lower availability, partially offset by full impacif new operations at Ventanas 1V in 2014 and |ofixexd costs.

»  Brazil — Overall unfavorable impact of $187 nalt driven by Tieté due to lower water inflows whied to lower generation and an
increase in energy purchases at higher prices afedarable foreign exchange rates and Uruguaiaraaa non-recurring
extinguishment of a liability based on a favoradikitration decision of $53 million in the secongager of 2013. Eletropaulo also
decreased due to higher fixed costs and unfavofal#én exchange rates, partially offset by higtaeiffs and volume. Revenue
increases due to pass-through costs do not haweesponding impact on operating margin.

*  MCAC — Overall favorable impact of $14 milliomiden by the Dominican Republic mainly related awdrable rates and higher
availability, partially offset by lower gas sal@sthird parties. Offsetting these results, Panaeweahsed as a result of dry hydrologica
conditions, which resulted in lower generation aigher energy purchases and the 2013 Esti tunttdreent of $31 million, partiall
offset by compensation from the government of Panaswell as lower fixed costs and El Salvadortdume-time unfavorable
adjustment to unbilled revenue.

»+ EMEA — Overall favorable impact of $19 milliomiden by the new operations at Jordan IPP4 as sistliabove, as well as Ebute
due to better operations and lower depreciationkamhkhstan due to higher generation volume ares rgartially offset by
unfavorable foreign exchange rates.

» Asia — Overall unfavorable impact of $72 millidniven by Masinloc in the Philippines, due to loveéant availability and the market
operator's adjustment in the first quarter of 2@ detrospectively recalculate energy prices relabean unprecedented increase in
energy prices in November and December 2013. Kiedaaialso decreased due to a reduction in ratesding to the PPA.

General and administrative expenses

General and administrative expenses decrease dllghmor 15% , to $45 million for the three méwstended September 30, 2014
primarily due to lower employee related costs aradgssional fees.

General and administrative expenses decrease thiflich , or 8% , to $148 million for the nine mdrg ended September 30, 2014
primarily due to lower employee related and busirdesselopment costs.
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Interest expensi

Interest expense increase d $32 million , or 986$390 million for the three months ended Septer8be2014 . The increase was
primarily due to an increase in regulatory lia@it and increased interest rates in Brazil, andetmination of interest rate hedges upon early
debt retirement. These increases were partialseotly a reduction in corporate debt balances.

Interest expense increase d $21 million , or 28631t 1 billion for the nine months ended Septender2014 . The increaseas primarily
due to an increase in regulatory liabilities antréased interest rates in Brazil, and a $34 milljaim in the prior year related to the recognition
of ineffectiveness on derivative interest rate ssvapcounted for as cash flow hedges. These ingease partially offset by a reduction in
corporate debt balances.

See Note 8 . —Pebtincluded in Item 1. —Financial Statementsf this Form 10-Q for further information.
Interest income

Interest income decrease d $16 million , or 1986$69 million for the three months ended Septer8Be2014 . The decrease was
primarily due to higher interest income recognised-ONINVEMEM lll receivables in Argentina in theiqgr year.

Interest income decrease d $8 million , or 4%%205 million for the nine months ended Septembe28@4 . The decrease was
primarily due to higher interest income recognined-ONINVEMEM Il receivables in Argentina in theigr year, partially offset by an
increase in regulatory assets at Brazil.

Loss on extinguishment of del

Loss on extinguishment of debt was $47 million 486 million for the three and nine months endept&aber 30, 2014 , respectively,
primarily related to early extinguishment of debthe Parent Company. See Note 8 Debtincluded in Item 1. —Financial Statementsf
this Form 10-Q for further information.

Loss on extinguishment of debt was $0 million ag@dZsmillion for the three and nine months endedt@aper 30, 2013 , respectively,
related to the loss on the early retirement of ues® debt at the Parent Company and the loss aratiheextinguishment of debt at Masinloc.
See Note 8 . —Pebtincluded in Item 1. —Financial Statementsf this Form 10-Q for further information.

Other income and expense

See discussion of the components of other incordeegpense in Note 13 -©ther Income and Expenseluded in Item 1. —Financial
Statementsf this Form 10-Q for further information.

Gain on sale of investments

Gain on sale of investments for the three montldeérSeptember 30, 2014 was $362 million , which pvamarily related to the sale of
45% of our investment in Masinloc and 100% of aueiest in UK Wind. See Note 11 Equityincluded in Item 1. —Financial Statementsf
this Form 10-Q for further information. Gain onesalf investments for the three months ended Sepmesth) 2013 was $3 million , primarily
related to the sale of our 10% equity interestrimifiad Generation Unlimited.

Gain on sale of investments for the nine monthedr@eptember 30, 2014 was $363 million , whichriimarily related to the sale our
investment in Masinloc and UK Wind, as discusseavabSee Note 11 -Equityincluded in Item 1. —Financial Statementsf this Form 10Q
for further information. Gain on sale of investngefar the nine months ended September 30, 2013%2@&smillion, primarily related to the se
of our remaining 20% interest in Cartagena as agthe sale of our investment in Trinidad, as dised above.

Goodwill Impairment

Goodwill impairment expense for the three and mmmmths ended September 30, 2014 was $0 milliorsabd million , respectively.
There was $58 million of goodwill impairment foretithree and nine months ended September 30, 2048 Note 14 —Goodwill Impairment
included in Item 1. —Financial Statementsf this Form 10-Q for further information.

Asset impairment expens

Asset impairment expense was $15 million and $90omifor the three and nine months ended Septerd@eP014 , and $16 million and
$64 million for the three and nine months ended@&waper 30, 2013 . See Note 15Asset Impairment Expenseluded in Item 1. —
Financial Statemeniof this Form 10-Q for further information.
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Foreign currency transaction gains (losses)

Foreign currency transaction gains (losses) wefellsvs:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
($ in millions)
Chile 21) % @ $ 27 % (15)
Brazil (7 — (@] (10
The AES Corporation (20 15 (23 2
Argentina (19 16 (33 13
Other (12 2 (7) (2
Total® $ (79 $ 32 3 91 $ (16)

® Includes $6 million and $23 million in gains ondan currency derivative contracts for the threenths ended September 30, 2014 and 2013 , respgctvel $49 million and $42 million in
gains on foreign currency derivative contractstfienine months endeSeptember 30, 20Jand2013, respectively
The Company recognized net foreign currency tramsasses of $79 million for the three months eth@&eptember 30, 2014 primarily
due to:

* losses of $21 million in Chile, which were pririadue to an 8% devaluation of the Chilean Pessulting in a loss at Gener (a
U.S. Dollar functional currency subsidiary) from nkimg capital denominated in Chilean Pesos, prilpadsh, accounts
receivables and VAT receivables;

» losses of $20 million at The AES Corporation vprimarily due to decreases in the valuation tdrizompany notes receivable
denominated in foreign currency, resulting from wesakening of the Euro and British Pound duringpbgod, partially offset by
gains related to foreign currency options; and

* losses of $19 million in Argentina, which weneénparily related to AES Argentina Generacion (amyémtine Peso functional
currency subsidiary) associated with its U.S. Draflanominated debt and losses on the purchasegeinfine sovereign bonds at
Termoandes (a U.S. Dollar functional currency slibsy). Additionally, losses were incurred on fgricurrency embedded
derivatives related to government receivables & AEgentina Generacion and a 3% devaluation oftigentine Peso.

The Company recognized foreign currency transagans of $32 million for the three months endegt&amber 30, 2013 primarily due
to:

» gains of $15 million at The AES Corporation, alhnwere primarily due to increases in the valuatbmtercompany notes
receivable denominated in foreign currency, resglfrom the strengthening of the Euro and Britislufd, partially offset by
losses related to foreign currency option purchases

» gains of $16 million in Argentina, which werdmarily due to a gain on a foreign currency embelddierivative related to
government receivables, partially offset by logsdgted to the 8% devaluation of the Argentine Pessulting in losses at AES
Argentina Generacion (an Argentine Peso functiocnalency subsidiary) associated with its U.S. Daflenominated debt, and
losses at Termoandes (a U.S. Dollar functionalenway subsidiary) mainly associated with cash amdwats receivable balances
in the local currency.

The Company recognized foreign currency transadtisses of $91 million for the nine months endept&maber 30, 2014 primarily due
to:

» losses of $33 million in Argentina, which weneénparily related to the 29% devaluation of the Amtjiee Peso, resulting in losses
at AES Argentina Generacion (an Argentine Pesotional currency subsidiary) associated with its.UDSllar denominated del
and losses at Termoandes (a U.S. Dollar functiomakncy subsidiary) mainly associated with cashaotounts receivable
balances in the local currency and losses on thehpee of Argentine sovereign bonds. These losees partially offset by a ga
on foreign currency embedded derivatives relatggbteernment receivables at AES Argentina Generacion

* losses of $27 million in Chile, which were priradue to a 14% devaluation of the Chilean Pessulting in a loss at Gener (a
U.S. Dollar functional currency subsidiary) from tkimg capital denominated in Chilean Pesos (primaash, accounts
receivables and VAT receivables). These losses patélly offset by foreign currency derivativesd

» losses of $23 million at The AES Corporation evprimarily due to decreases in the valuation t#rzbmpany notes receivable
denominated in foreign currency, resulting from wWesakening of the Euro and British Pound duringytbar, partially offset by
gains related to foreign currency options.

The Company recognized foreign currency transadtisses of $16 million for the nine months endept&maber 30, 2013 primarily due
to:
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* losses of $15 million in Chile, which were prirityadue to a 5% devaluation of the Chilean Pessulting in losses at Gener (a
U.S. Dollar functional currency subsidiary) from tkimg capital denominated in Chilean pesos(prirgaziish, accounts receiva
and VAT receivables). These losses were partidfsebby foreign currency derivatives; and

* losses of $10 million in Brazil, which were migimelated to commercial liabilities denominatedJrs. Dollars due to the 9%
devaluation of the Brazilian Real versus the U.8lldD; partially offset by

» gains of $13 million in Argentina, which werdmarily due to a gain on a foreign currency embelddierivative related to
government receivables, partially offset by loshes to the 18% devaluation of the Argentine Pesiglwtesulted in losses at
AES Argentina Generacion (an Argentine Peso funeficurrency subsidiary) associated with its U.8lld denominated debt,
and losses at Termoandes (a U.S. Dollar functiomakncy subsidiary) mainly associated with caghastounts receivables in
the local currency.

Other non-operating expense

Total other non-operating expense was $16 millioth 60 million for the three and nine months enBegdtember 30, 2014 . There was
$122 million of other non-operating expense forttiree and nine months ended September 30, 2048 N&te 16 —Other Non-Operating
Expenséncluded in Item 1. —Financial Statementsf this Form 10-Q for further information.

Income tax expens

Income tax expense decrease d $34 million , or 2&692 million for the three months ended Sep&nd0, 2014 compared to $126
million for the three months ended September 30@320rhe Company’s effective tax rates were 15%28% for the three months ended
September 30, 2014 and 2013, respectively.

The net decrease in the effective tax rate fothihee months ended September 30, 2014 compared game period in 2013 was due, in
part, to the current period sale of 45% of the Canys interest in Masin - AES Pte Ltd., which owlms Company's business interests in the
Philippines, and the current period sale of the gamy's interests in four U.K. wind projects. Neitbéthese transactions gave rise to income
tax expense. Further, the 2014 effective tax rateefited from a change in tax status at a subgidiperating in the Dominican Republic,
partially offset by the unfavorable impact of Chiteincome tax law reform enacted this quarter.Nsmte 11- Equityfor additional information
regarding the sale of 45% of the Company's inténestasin - AES Pte Ltd. See Note 1Bispositionsfor additional information regarding the
sale of the Company's interests in four U.K windjgcts. See Note 1-7income Taxefor additional information regarding the Chilear taw
reform and change in tax status at a Dominican Blapsubsidiary.

Income tax expense increase d $18 million , or 8303 million for the nine months ended Septen3ie 2014 compared to $285
million for the nine months ended September 30320he Company’s effective tax rates were 27%24% for the nine months ended
September 30, 2014 and 2013, respectively.

The net increase in the effective tax rate forrtime months ended September 30, 2014 compareé &athe period in 2013 was due, in
part, to the unfavorable impact of Chilean incoarelaw reform enacted this quarter and to the ndackible goodwill impairments recorded
during the first quarter of 2014, offset by sal@s fluarter of 45% of the Company's interest iniMa®\ES Pte Ltd., which owns the
Company's business interests in the Philippinesoéitite Company's interests in four U.K. wind potge Further, the 2013 effective tax rate
benefited from the extension of a favorable U.$ laav in the first quarter of 2013 impacting dibtrtions from certain non-U.S. subsidiaries,
net favorable resolution of various uncertain tagifions, and lower tax expense from certain highrijurisdictions. See Note 1Tncome
Taxesfor additional information regarding the Chilear taw reform. See Note 14Goodwill Impairmenfor additional information regarding
goodwill impairment. See Note XEquityfor additional information regarding the sale ofd5f the Company's interest in Masin - AES Pte
Ltd. See Note 19 Bispositionsfor additional information regarding the sale of thompany's interests in four U.K wind projects.

Our effective tax rate reflects the tax effectighsficant operations outside the United Statesictvlare generally taxed at rates lower t
the U.S. statutory rate of 35%. A future proporéitnichange in the composition of income beforermetaxes from foreign and domestic tax
jurisdictions could impact our periodic effectiaxtrate.

Net equity in earnings of affiliate:

Net equity in earnings of affiliates decrease d Bllion to a loss of $6 million for the three mbstended September 30, 2014 . The
decrease was primarily due to lower net incomeuwstd8lda resulting from comprehensive tax reformectad by the Chilean government. See
Note 17- Income Taxe®r additional information regarding the Chilean taw reform.

Net equity in earnings of affiliates increase d $ii8ion to $39 million for the nine months endedpfember 30, 2014 . The increase wa:
primarily due to a loss on an embedded foreignenay derivative at Entek in 2013.
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Income from continuing operations attributable toamcontrolling interests

Income from continuing operations attributable emecontrolling interests decrease d $144 million8&%% , to $20 million for the three
months ended September 30, 2014 . The decreaserivasily due to decreased operating margin at Badké and Eletropaulo because of
higher prices of energy purchased in the spot niake increased fixed costs related to pensiopecively.

Income from continuing operations attributable emecontrolling interests decrease d $154 million34%6 , to $295 million for the nine
months ended September 30, 2014 . The decreaserivasily due to decreased operating margin atéTéetd Eletropaulo, as discussed above
lower operating income at Panama related to lowdrdiogy, and decreased gross margin at Uruguaiansed by a favorable arbitration
settlement in 2013.

Discontinued operation:

Total discontinued operations was a net loss ah#on and $116 million for the three months end&ptember 30, 2014 and 2013 ,
respectively, and a net loss of $29 million and8llion for the nine months ended September 8d42and 2013 , respectively. See Note 1€
— Discontinued Operations and Held-for-Sale Businessg#uded in Item 1. —Financial Statementsf this Form 10-Q for further
information.

Effective July 1, 2014, the Company prospectivelg@ed ASU No. 2014-08, which significantly changfes existing accounting
guidance on discontinued operations. See NoteRirancial Statement Presentatiorcluded in Item 1. —Financial Statementsf this
Form 10-Q for further information.

Net income attributable to The AES Corporatic

Net income attributable to The AES Corporation é@ased $417 million to $488 million in the three rtisnended September 30, 2014 .
Net income attributable to AES in tthree months ended September 30, 2013 was $7bmilli

The key drivers of the increase include:

* gain on sale of investment from the sale of a notrotling interest at Masinloc in 201
» lower impairments of equity method investments0i4
» goodwill impairments at Ebute during 2013;
* lower effective tax rat
These increase s were partially offset by:
» higher expenses resulting from debt extinguishmien?914; an
» higher foreign currency transaction losses in 2

Net income attributable to The AES Corporation éase d $243 million to $563 million in the nine rtfenended September 30, 2014 .
Net income attributable to AES in thine months ended September 30, 2013 was $32@milli

The key drivers of the increase include:

* gain on sale of investment from the sale of a notrolling interest at Masinloc in 2014; ¢
» lower impairments of equity method investments(i4
These increase s were partially offset by:
e goodwill impairments in the US recognized in in flist quarter of 201:
* higher interest expense; ¢
» higher foreign currency transaction losses in Z

Net cash provided by operating activiti

Net cash provided by operating activities decreb$824 million to $1.2 billion during the nine mbstended September 30, 2014
compared to $2 billion during the nine months en8epdtember 30, 2013 . Please refaCtmsolidated Cash Flows -- Operating Activities
within Capital Resources and Liquidisgction for further discussion.

Net cash provided by operating activities decre&Sstimillion , or 11% , to $763 million in the tlerenonths ended September 30, 2014
compared with $855 million during the three morghsled September 30, 2013 .

Operating cash flow of $763 million for the threemths ended September 30, 2014 resulted primadiy het income adjusted for non-
cash items, principally depreciation and amort@atind impairment expenses, as well as a net falochange of $89 million in operating
assets and liabilities. This was primarily duehte tollowing:
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» anincrease of $253 million in other liabilitipemarily due to increases in regulatory liabd#tiat Eletropaulo and Sul which will be
refunded to customers through future tariffs;

» anincrease of $180 million in accounts payalvid other current liabilities, primarily due toiaerease in energy purchases at Tieté
and Sul offset by a decrease in working capitélraguaiana; partially offset by

» anincrease of $182 million in accounts recelieaimarily due to higher sales at Eletropaulo &udi partially offset by a decrease in
working capital at Uruguaiana; and

» anincrease of $123 million in other assets prity due to increases at Eletropaulo and Sul tesufrom higher energy costs due to
unfavorable weather conditions.

Net cash provided by operating activities was $&86on during the three months ended Septembef8@3 and resulted primarily from
net income adjusted for non-cash items, principaddigreciation and amortization, gains and lossesates and disposals and impairment
charges, as well as a net favorable change of $#ibnrin operating assets and liabilities. Thissyarimarily due to the following:

» adecrease of $ 348 million in prepaid expesgsother current assets primarily due to cashveddrom the regulator at
Eletropaulo;

» anincrease of $ 68 million in net income tax ather tax payables primarily due to accrualsw current tax liabilities offset by
payments of income taxes; partially offset by

» adecrease of $ 326 million in accounts payahbother current liabilities mainly due to a dese=in current regulatory liabilities at
Eletropaulo and Sul; and

* anincrease of $ 56 million in accounts receivahle to higher volume of energy sales at Eletropantblower collections at Maritza

Non-GAAP Measures

Adjusted Operating Margin, Adjusted PTC and adgigtarnings per share (“Adjusted EPS”) are non-GAApplemental measures that
are used by management and external users of osolkdated financial statements such as invesiwisstry analysts and lenders.

Adjusted Operating Margin
Operating Margin is defined as revenue less cosalefs. Cost of sales includes costs incurredttlirbg the businesses in the ordinary
course of business, such as:
» Electricity and fuel purchasi
e Operations and maintenance cc
e Depreciation and amortization expel
» Bad debt expense and recove
e General administrative and support costs at thanbsses, ar
* Gains or losses on derivatives associated witlptinehase and sale of electricity or f

We define Adjusted Operating Margin as Operatingdifa adjusted for the impact of noncontrollingargsts, excluding unrealized ge
or losses related to derivative transactions.

The GAAP measure most comparable to Adjusted Opgriargin is operating margin. We believe thatésted Operating Margin
better reflects the underlying business performarfitke Company. Factors in this determinationudel the impact of noncontrolling interests,
where AES consolidates the results of a subsidfat/is not wholly-owned by the Company, as wellresvariability due to unrealized
derivatives gains or losses. Adjusted Operatingdutashould not be construed as an alternative ter&@mg Margin, which is determined in
accordance with GAAP.

Adjusted Pretax Contribution and Adjusted Earnings Per Share

We define Adjusted PTC as pretax income from catig operations attributable to The AES Corporagaoluding gains or losses of
the consolidated entity due to (a) unrealized gairlssses related to derivative transactionsufingalized foreign currency gains or losses,
(c) gains or losses due to dispositions and adepnisi of business interests, (d) losses due toinmasts, and (e) costs due to the early
retirement of debt. Adjusted PTC also includesemgtity in earnings of affiliates on an after-tasisaadjusted for the aforementioned items.

Adjusted PTC reflects the impact of noncontrollingerests and excludes the items specified in #fimidion above. In addition to the
revenue and cost of sales reflected in operatingimaAdjusted PTC includes the other componen@urfincome statement, such as:

* General and administrative expense in the corpeegenent, as well as business development
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» Interest expense and interest incc

» Other expense and other inco

» Realized foreign currency transaction gains ansdssan
* Net equity in earnings of affiliate

We define Adjusted EPS as diluted earnings peresinam continuing operations excluding gains oséssof the consolidated entity due
to (a) unrealized gains or losses related to dévizdransactions, (b) unrealized foreign curregains or losses, (c) gains or losses due to
dispositions and acquisitions of business inteyédjdosses due to impairments, and (e) costsaltiee early retirement of debt.

The GAAP measure most comparable to Adjusted PTi@@me from continuing operations attributabl@tee AES Corporation. The
GAAP measure most comparable to Adjusted EPSusedilearnings per share from continuing operatidfesbelieve that Adjusted PTC and
Adjusted EPS better reflect the underlying busimesformance of the Company and are considerdtkittbmpany’s internal evaluation of
financial performance. Factors in this determinatieclude the variability due to unrealized gainsosses related to derivative transactions,
unrealized foreign currency gains or losses, lodsesto impairments and strategic decisions toadisf or acquire business interests or retire
debt, which affect results in a given period origds. In addition, for Adjusted PTC, earnings beftax represents the business performance
the Company before the application of statutorpime tax rates and tax adjustments, including tfezef of tax planning, corresponding to the
various jurisdictions in which the Company operafedjusted PTC and Adjusted EPS should not be coedtas alternatives to income from
continuing operations attributable to The AES Coation and diluted earnings per share from contigwiperations, which are determined in
accordance with GAAP.

Reconciliations of Non-GAAP Measures

Adjusted Operating Margin

Reconciliation of Adjusted Operating Margin to Operating Margin Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
Adjusted Operating Margin ($'s in millions)
us $ 227 $ 206 % 514 % 50C
Andes 15¢ 10t 34z 31¢€
Brazil 18 98 182 242
MCAC 15€ 12¢ 37¢ 351
EMEA 91 79 28¢€ 26€
Asia 3 36 39 114
Corp/Other 1€ 2 42 21
Intersegment Eliminations 9) 13 22) 17
Total Adjusted Operating Margin 65¢ 67C 1,772 1,82¢
Noncontrolling Interests Adjustment 11¢ 25¢ 62( 74¢
Derivatives Adjustment 9) 2 (12) 0]
Operating Margin $ 767 % 927 $ 238 $ 2,571

Adjusted Pretax Contribution : For a reconciliation of Adjusted PTC to net inafrom continuing operations, see Note 12Segments
included in Item 1. —Financial Statementsf this Form 10-Q.

Adjusted EPS

Three Months Ended September 30, Nine Months Ended September 30,
Reconciliation of Adjusted Earnings Per Share 2014 2013 2014 2013
Diluted earnings per share from continuing operatios $ 0.67 $ 0.2 $ 0.81 $ 0.61
Unrealized derivative (gains) lossés 0.01 — (0.02) (0.09)
Unrealized foreign currency transaction (gainsyés$ 0.0€ (0.02) 0.07 0.0
Disposition/acquisition (gains) losses (0.5 @ — (0.5)) @ (0.03) @
Impairment losses 0.0¢ © 0.1 @ 034 ® 0.2: ©
Loss on extinguishment of debt 0.0e o — 0.2C @ 0.2C @
Adjusted earnings per share $ 0.37 $ 0.3¢ $ 0.8¢ $ 1.01

@ Unrealized derivative (gains) losses were net ofine tax per share of $ 0.00 and $ (0.01) in treettmonths ended September 30, 2014 and 2013of $n@.01) and $



@)

(0.03) in the nine months ended September 30, 204013 , respectively.
Unrealized foreign currency transaction (gains$ésswere net of income tax per share of $ 0.0%g0d1) in the three months ended September 3@ 20d 2013 and

of $ 0.04 and $ 0.01 in the nine months ended &dpe 30, 2014 and 2013 , respectively.
Amount primarily relates to the gain from the sall@ noncontrolling interest in Masinloc of $ 288lion ($ 283 million, or $ 0.39 per share, netiméome tax per share

of $ 0.00 ), the gain from the sale of the UK wprdjects of $ 78 million ($ 78 million, or $ 0.1&mpshare, net of income tax per
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share of $ 0.00 ), the tax benefit of $ 12 mill{@10.02 per share) associated with the agreemecuted in September 2014 to sell a noncontrollerest in our
Dominican Republic businesses, and the tax expefrs& million ($ 0.01 per share) related to thie@iRidge Power transaction.

@ Amount primarily relates to the gain from the sale@ noncontrolling interest in Masinloc of $ 288lion ($ 283 million, or $ 0.39 per share, netisfome tax per share
of $ 0.00 ), the gain from the sale of the UK wprdjects of $ 78 million ($ 78 million, or $ 0.1®pshare, net of income tax per share of $ 0.0@)tax benefit of $ 12
million ($ 0.02 per share) associated with the egrent executed in September 2014 to sell a noradmgy interest in our Dominican Republic businessend the tax
expense of $ 4 million ($ 0.01 per share) relatethé Silver Ridge Power transaction.

®  Amount primarily relates to the gain from the sal¢he remaining 20% interest in Cartagena of $nlon ($ 14 million, or $ 0.02 per share, netiotome tax per share
of $ 0.01 ), the gain from the sale of wind turlsifier $ 3 million ($ 2 million, or $ 0.00 per sharet of income tax per share of $ 0)0¢he gain from the sale of Trinid
for $ 3 million ($ 2 million, or $ 0.00 per sharet of income tax per share of $ 0.00 ) as wethagain from the sale of Chengdu, an equity metheestment in China
of $ 3 million ($ 2 million, or $ 0.00 per sharestrof income tax per share of $ 0.00 ).

®  Amount primarily relates to the other-than-tempgpiampairment of our equity method investment atekraf $ 18 million ($ 12 million, or $ 0.02er share, net of incon
tax per share of $ 0.01 ), the asset impairmeBbate of $ 15 million ($ 23 million, or $ 0.03 p&rare, net of noncontrolling interest of $ 1 milliand of income tax per
share of $ (0.01) ), and a tax benefit of $ 25ioml($ 0.03 per share) associated with the preljaesognized goodwill impairment at DPLER.

@ Amount primarily relates to other-than-temporarypairment of our equity method investment at El$tf 522 million ($ 89 million, or $ 0.1@er share, net of income
per share of $ 0.04 ). Amount also includes asspairment at Itabo (San Lorenzo) of $ 15 millior6(fillion, or $ 0.01 per share, net of nonconingllinterest of $ 8
million and of income tax per share of $ 0.00 yvedl as goodwill impairment at Ebute of $ 58 milli¢s 43 million, or $ 0.06 per share, net of incameeper share of $
0.02).

®  Amount primarily relates to the goodwill impairmerat DPLER of $ 136 million ($ 117 million, or $18. per share, net of income tax per share of $)0.83d at Buffalo
Gap of $ 18 million ($ 18 million, or $ 0.03 perash, net of income tax per share of $ 0.00 ), asétampairments at Ebute of $ 67 million ($ 57lioil, or $ 0.08 per
share, net of noncontrolling interest of $ 3 miiliand of income tax per share of $ 0.01 ), at DPE B2 million ($ 8 million, or $ 0.01 per sharestrof income tax per
share of $ 0.01 ), and at Newfield of $ 11 mill{@6 million, or $ 0.00 per share, net of noncaifitrg interest of $ 6 million and of income tax rare of $ 0.00 ) as
well as the other-than-temporary impairments ofequity method investment at Silver Ridge Powe$ 42 million ($ 28 million, or $ 0.04 per sharef néincome tax
per share of $ 0.02 ) and at Entek of $ 18 mil({®r2 million, or $ 0.02 per share, net of incomwe per share of $ 0.01 ).

©®  Amount primarily relates to the other-than-tempypiiarpairment of our equity method investment atdla the Netherlands of $ 122 million ($ 89 mitijoor $ 0.12 per
share, net of income tax per share of $ 0.04 ). émhalso includes the asset impairment at Beavieyaf $ 46 million ($ 33 million, or $ 0.04 pehare, net of income
tax per share of $ 0.02 ), the asset impairmethalad (San Lorenzo) of $ 15 million ($ 6 milliorr, $ 0.01 per share, net of noncontrolling intecdsk 8 million and of
income tax per share of $ 0.00 ) as well as thelgdbimpairment at Ebute of $ 58 million ($ 43 ivh, or $ 0.06 per share, net of income tax persiof $ 0.02 ).

@9 Amount primarily relates to the loss on early estient of debt at the Parent Company of $ 43 mi(i®85 million, or $ 0.03 per share, net of incaiaeper share of $
0.03), at UK wind projects of $ 18 million ($ 14lkon, or $ 0.02 per share, net of income tax gfegire of $ 0.01 ) and at Gener of $ 6 million (®iBion, or $ 0.00 per
share, net of noncontrolling interest of $ 2 miiliand of income tax per share of $ 0.00 ).

@ Amount primarily relates to the loss on early etient of debt at the Parent Company of $ 188 mil(l%2123 million, or $ 0.17 per share, net of ineataix per share of $
0.09 ), at UK wind projects of $ 18 million ($ 14lkon, or $ 0.02 per share, net of income tax gfegire of $ 0.01 ) and at Gener of $ 8 million (®i#ion, or $ 0.01 per
share, net of noncontrolling interest of $ 2 milliand of income tax per share of $ 0.00 ).

@2 Amount primarily relates to the loss on early etient of debt at the Parent Company of $ 165 mi(%2120 million, or $ 0.16 per share, net of ineataix per share of $
0.06 ) and at Masinloc of $ 43 million ($ 29 miliicor $ 0.04 per share, net of noncontrolling ieséof $ 3 million and of income tax per share 6l ).

Operating Margin and Adjusted PTC Analysis

US SBU

The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for our&EJ for the periods
indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
($'s in millions)
Operating Margin $ 222 $ 206 $ 16 8% $ 50C $ 49¢ $ 2 —%
Noncontrolling Interests Adjustment _ _ — —

Derivatives Adjustment 5 ) 14 2
Adjusted Operating Margin $ 221 $ 208 $ 19 9% 514 50C $ 14 3%
Adjusted PTC $ 15€ $ 132 $ 24 18% $ 311 $ 326 $ ) 5%

Operating Margin for the three months ended Septer80, 2014 increase d $16 million , or 8% . Thasigrmance was driven primarily
by the following business and key operating drivers

» DPL in Ohio increased $14 million, primarily dteeregulatory retail rate increases and reducebtldnd purchase power costs of $41
million, partially offset by decreased retail saté$25 million resulting from customer switchingdamild weather.

Adjusted Operating Margin increase d $19 milliontfee US SBU due to the drivers above, excludirgitipact of unrealized derivative
gains and losses. AES owns 100% of its businesagh® iUS, so there is no adjustment for non-calitigplinterests within operating margin.

Adjusted PTC increase d $24 million driven by $8liom at Buffalo Gap, due to an increase in the @any's share of earnings under the
HLBYV allocation of noncontrolling interest (See Mdt —General and Summary of Significant Accounting Pedie- Noncontrolling Interest
included in Item 8. —Financial Statements and Supplementary Datdoe Company's 2013 Form 10-K) as well as thesiase of $19 million
in Adjusted Operating Margin described above.
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Operating Margin for the nine months ended Septei8de2014 increase d $2 million , or 0.4% . Thesfprmance was driven primarily
by the following businesses and key operating dsive

* US Generation increased by $32 million, primarilbedo $11 million from increased availability aseault of fewer outages at Hawi
$7 million relating to the implementation of thensiironous condensers to provide ancillary seniitdsine 2013 and lower fixed
costs at Southland, $8 million at Laurel Mountaire do increased market prices, and $8 million duthé September 2013 complet
of the Tait energy storage project; and

* IPL in Indiana increased $4 million driven bygher wholesale and retail margin of $13 millionitigdly offset by higher fixed costs
and depreciation of $9 million.

These increases were partially offset by:
» DPL decreased $34 million, primarily due to deges of $31 million attributable to outages ameblagas availability, which resulted
in higher purchased power and related costs tolgiyigher demand from cold weather during the fipsarter and lower gains on

unrealized derivatives of $13 million in the secaparter. The results above were partially offseinpprovements in Q3 resulting
from increased retail rates and lower fuel cost81& million.

Adjusted Operating Margin increase d $14 milliontfee US SBU due to the drivers above, excludirgitipact of unrealized derivative
gains and losses. AES owns 100% of its businesgh®e iUS, so there is no adjustment for non-cadlitigplnterests within operating margin.

Adjusted PTC decrease d $17 millidriven by net gains of $53 million recognized assult of the early termination of the PPA and «
supply contract at Beaver Valley during the firsaigter of 2013, partially offset by an increas¢hia Company's share of earnings under the
HLBYV allocation of noncontrolling interest at BulfeGap and Armenia Wind of $10 million, settlemeatd aurel Mountain of $6 million, as
well as the increase of $14 million in Adjusted @qimg Margin described above.

Andes SBU

The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for oud@s SBU for the periods
indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change

($’s in millions)

Operating Margin $ 212 $ 134 $ 78 58% $ 451 $ 41€  $ 35 8%
Noncontrolling Interests Adjustment 53 29 10¢ 10C
Derivatives Adjustment _ — — _
Adjusted Operating Margin $ 15¢ $ 108 $ 54 51% $ 34z $ 31€ $ 26 8%
Adjusted PTC $ 12 $ 10¢ $ 11 1% $ 277 $ 27¢  $ @ —%

Including the unfavorable impact of foreign currgmi@nslation and remeasurement of $3 million rapeg margin for the three months
ended September 30, 2014 increase d $78 millio58% . This performance was driven primarily bg fhllowing businesses and key
operating drivers:

»  Chivor in Colombia increased $55 million as highelows resulted in higher generation and spotsafeb44 million as well as high
rates of $6 million.

* Gener in Chile increased $30 million due to leigboal and diesel availability of $19 million, afadvorable contract and spot prices of
$10 million in the SIC market.

This increase was offset by:

» Argentina decreased $6 million driven by higfieed costs of $9 million mainly caused by inflatidower generation of $7 million,
and unfavorable foreign exchange rate impact ah$don, partially offset by higher rates of $16ltwn related to the Resolution 529
adjustment.

Adjusted Operating Margin increase d $54 milliontfte year due to the drivers above, adjustedh@impact of noncontrolling interests.
AES owns 71% of Gener and Chivor and 100% of AE§eAtina.

Adjusted PTC increase d $11 million , driven by itherease of $54 milliom Adjusted Operating Margin described above, pHytoffset
by a non-recurring benefit of $20 million from FOMYEMEM Il interest income on receivables in 2053Argentina and lower equity in
earnings at Guacolda in Chile of $12 million.

Including the unfavorable impact of foreign currgmi@nslation and remeasurement of $7 million rapeg margin for the nine months
ended September 30, 2014 increase d $35 millio8%0 This performance was driven primarily by thedaling businesses and key opera
drivers:
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»  Chivor in Colombia increased $52 million largelgven by significantly higher generation of $51lion resulting in higher spot and
contract sales and ancillary services.

This increase was offset by:

* Gener in Chile decreased $14 million, largeliyen by a reduction of $29 million from lower cosmtt prices, spot prices in the SADI
and lower Energy Plus margin and lower availabity6 million; partially offset by the contributicof $10 million from Ventanas I
which commenced operations in March 2013, and Idixed costs from lower maintenance and salarie®l6f million.

* Argentina decreased $4 million driven by higfieed costs of $25 million driven by higher inflati; partially offset by higher rates of
$21 million as a result of the impact of Resoluti9.

Adjusted Operating Margin increase d $26 milliontfte year due to the drivers above, adjustedh@impact of noncontrolling interests.
AES owns 71% of Gener and Chivor and 100% of AE§eAtina.

Adjusted PTC decrease d $1 million , driven byitteeease of $26 milliom Adjusted Operating Margin described above, primaffset
by a non-recurring benefit in 2013 from FONINVEMBM interest income on receivables as discussed@bo

Brazil SBU

The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for oua&IrSBU for the periods
indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change

($'s in millions)

Operating Margin $ 44 $ 306 $ (262) 86% $ 63 $ 82 $ (187 -23%
Noncontrolling Interests Adjustment 2¢ 20€ 457 58C
Derivatives Adjustment _ _ _ _
Adjusted Operating Margin $ 15 $ 98 $ (83 85% $ 182 $ 24z $ (60) =25 %
Adjusted PTC $ — $ 8 3 (84) -10C% $ 184 $ 204 $ (20) 1C %

Operating Margin for the three months ended Septer8d, 2014 decrease d $262 million , or 86% . Peiformance was driven
primarily by the following businesses and key ofiatadrivers:

» Tieté decreased $202 million, due to lower hialyg which led to lower generation and an incraasenergy purchases at higher
prices;

» Eletropaulo decreased $29 million due to highexd costs of $39 million, including higher paylrahd pension expense, partially
offset by $15 million of higher rates as a resf@ithe July 2014 tariff adjustment; and

* Sul decreased by $26 million driven by lower voluamel higher fixed cos

Adjusted Operating Margin decrease d $83 milliamarily due to the drivers discussed above, adjuiiethe impact of noncontrolling
interests. AES owns 16% of Eletropaulo, 46% of Wiaigna, 100% of Sul and 24% of Tieté.

Adjusted PTC decrease d $84 million , due to tterekese of $83 million in Adjusted Operating Marggdescribed above.

Including the unfavorable impact of foreign currgianslation of $83 million , operating margin tbe nine months ended
September 30, 2014 decrease d $187 million , or 2BBis performance was driven primarily by thdduling businesses and key operating
drivers:

e Tieté decreased $129 million, driven by unfatdedoreign exchange rates of $61 million and teeimpact of $61 million of lower
hydrology which led to lower generation and ané@ase in energy purchases at higher prices, partifilet by higher spot sales in
first half of 2014 due to lower contracted volunoéenergy sold;

» Uruguaiana decreased $48 million, as a resut@extinguishment of a liability based on a falade arbitration decision of $53
million in the second quarter of 2013, partiallyset by higher generation in 2014 during the pedbtemporary restart of operations;

e Eletropaulo decreased $5 million, driven by Ieigfixed costs and depreciation of $103 million anfavorable foreign exchange rates
of $16 million, partially offset by higher tariffsnd volume of $114 million; and

*  Sul decreased $3 million, due to higher fixedt@nd depreciation expense of $14 million maimlyeh by storm related maintenance
costs, lower rates of $10 million due to the ARfIL3 tariff reset, and unfavorable foreign exchamrages of $4 million, partially offset
by higher volume of $26 million.

Adjusted Operating Margin decrease d $60 milliamprily due to the drivers discussed above, adilkiethe impact of non-controlling
interests. AES owns 16% of Eletropaulo, 46% of Wiaigna, 100% of Sul and 24% of Tieté.
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Adjusted PTC decrease d $20 million , driven bydberease of $60 million in Adjusted Operating Mardescribed above and higher
interest rates and debt, partially offset by theersal of a loss contingency resulting from a cleasimgestimate related to interest expense of $4
million at Sul that is no longer considered proleabl

MCAC SBU

The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for our AGCSBU for the periods
indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change

($'s in millions)

Operating Margin $ 17€¢ $ 14z $ 33 23% $ 411 $ 397 $ 14 4%
Noncontrolling Interests Adjustment 20 14 3C 45
Derivatives Adjustment = = ) 1)
Adjusted Operating Margin $ 15 $ 12¢ $ 27 21% $ 37¢ $ 351 $ 28 8%
Adjusted PTC $ 124 $ 9% $ 28 2¢% $ 284 $ 25€ $ 28 11%

Including the unfavorable impact of currency tratisin of $1 million , operating margin for the tarmonths ended September 30, 2014
increase d $33 million , or 23% . This performanees driven primarily by the following businessesl &ey operating drivers:

+ Dominican Republic increased $23 million, mairdjated to the favorable impact of rates of $2Bioni due to lower fuel prices,
higher PPA prices, and higher prices of gas salésitd parties; and

« Panama increased $12 million, driven by compamrsérom the government of Panama of $13 millietated to spot purchases driven
by dry hydrological conditions.

Adjusted Operating Margin increase d $27 milliore da the drivers above, adjusted for the impactasfcontrolling interests and
excluding unrealized gains and losses on derivaitix&S owns 89.8% of Changuinola and 49% of itelogeneration facilities in Panama,
100% of Andres and Los Mina, 50% of Itabo in theridican Republic, and a weighted average of 75%sdfusinesses in El Salvador.

Adjusted PTC increase d $28 million , driven by itherease of $27 million in Adjusted Operating Margs described above.

Including the unfavorable impact of currency tratisin of $4 million , operating margin for the nimonths ended September 30, 2014
increase d $14 million , or 4% . This performan@swiriven primarily by the following businesses &gy operating drivers:

» Dominican Republic increased $59 million, mairdyated to lower fuel costs of $31 million andleg PPA prices of $12 million,
higher availability of $20 million and related lommaintenance expenses of $8 million, partiallyseffby lower gas sales to third
parties of $11 million.

This increase was partially offset by:

» Panama decreased $27 million, driven by dry blpdsical conditions, which resulted in lower gerigna and higher energy purchases
of $51 million and the Esti tunnel settlement agreat received during 2013 of $31 million, partiadfifset by compensation from the
government of Panama of $36 million related to gpothases from dry hydrological conditions, ad aegllower fixed and other costs
during 2014 of $17 million; and

» El Salvador decreased $15 million, due primadla one-time unfavorable adjustment to unbilkgenue, as well as higher energy
losses and other fixed costs.

Adjusted Operating Margin increase d $28 millior do the drivers above, adjusted for the impactasfcontrolling interests and
excluding unrealized gains and losses on derivatix&S owns 89.8% of Changuinola and 49% of iteoteneration facilities in Panama,
100% of Andres and Los Mina, 50% of Itabo in theridican Republic, and a weighted average of 75%sdfusinesses in El Salvador.

Adjusted PTC increase d $28 million , driven by itnerease of $28 million in Adjusted Operating Mardescribed above.
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EMEA SBU

The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for ourlEEMSBU for the periods

indicated:
Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
($'s in millions)
Operating Margin $ 94 $ 8 § 9 11% $ 304 $ 288 $ 19 7%
Noncontrolling Interests Adjustment 7 6 18 17
Derivatives Adjustment 4 — — —
Adjusted Operating Margin $ 91 $ 79 $ 12 15% $ 286 $ 266 $ 18 7%
Adjusted PTC $ 79 $ 66 $ 13 2% $ 267 $ 234 $ 33 14%

Operating Margin for the three months ended Sepeer80, 2014 increase d $9 million , or 11% . Thesfgrmance was driven primarily

by the following businesses and key operating dsive

» Jordan increased $8 million as the IPP4 Jordart ptanmenced operations in July 2(

» Maritza in Bulgaria increased $8 million, driven better availability of $5 million related tarting of scheduled outages and lower

depreciation of $3 million; and

e Ebute in Nigeria increased $6 million primarily dioefewer outages of $2 million and lower depreoiabf $2 million

These increases were partially offset by:

* Kilroot in the United Kingdom (U.K.) decreased $hillion driven by lower dispatch and rates of $1dlion.
Adjusted Operating Margin increase d $12 milliore do the drivers above adjusted for noncontroliimgrests and excluding unrealized

gains and losses on derivatives.

Adjusted PTC increase d $13 million , as a resithe increase of $12 million in Adjusted OperatMgrgin described above.

Including the unfavorable impact of foreign curremianslation of $1 million , operating margin hie nine months ended September 30
2014 increase d $19 million , or 7% . This perfoncewas driven primarily by the following businessmd key operating drivers:

» Jordan increased $8 million as the IPP4 Jordart ptanmenced operations in July 2(
» Ebute increased $7 million due to fewer outage®tomillion and lower depreciatic

» Kazakhstan increased $6 million driven by higheneration volumes and rates of $19 million,

exchange impact of $8 million; and

pdytioffset by unfavorable foreign

*  Wind businesses in the U.K. increased $4 millaniven by higher contributions from Sixpenny Wod@lvertoft and Drone Hill,

which were sold in August 2014.
These results were partially offset by:

» Kilroot decreased $10 million, driven by lowesghtch and higher outages of $19 million, pastiafifset by higher rates of $11

million, including income from energy price hedgasd favorable foreign exchange impact.

Adjusted Operating Margin increase d $18 millior dao the drivers above adjusted for non-controllittgrests and excluding unrealized

gains and losses on derivatives.

Adjusted PTC increase d $33 million , driven priityaby the increase of $18 million in Adjusted Optng Margin, as well as a reversal
of a liability of $18 million in Kazakhstan froméhexpiration of a statute of limitations for thegRblic of Kazakhstan to claim payment from

AES, partially offset by lower earnings from Turkey

Asia SBU
The following table summarizes Operating Marginjustied Operating Margin and Adjusted PTC for ouiaA3BU for the periods
indicated:
Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
($'s in millions)
Operating Margin $ 12 $ 3¢ 3 (26) 68% $ 4¢ $ 121 $ (72) -6C %
Noncontrolling Interests Adjustment 9 2 1C 7

Derivatives Adjustment

AN~ oA



$ 3 $ 3€ % (39 92% $ 3¢ $ 114 $ (75) -6€ %
Adjusted PTC $ 2 $ 3 $ (28) 93% $ 33 $ 101 $ (68) 67%
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Operating margin for the three months ended Sepe(l 2014 decrease d by $26 million , or 68%is Plerformance was driven
primarily by the following businesses and key ofiatadrivers:

» Masinloc in the Philippines decreased by $23 millisiven by lower plant availability and relatedintanance of $18 million; al

» Kelanitissa in Sri Lanka decreased by $6 millisiven by the step down in the contracted PPAepaied higher outages and
maintenance costs.

Adjusted Operating Margin decrease d by $33 miltiae to the drivers above adjusted for the imphnba-controlling interests. AES
owns 51% of Masinloc after the sell-down in midyJ2014, and 90% of Kelanitissa. In the comparapiggod in 2013, AES owned 92% of
Masinloc.

Adjusted PTC decrease d by $28 million , drivertt®ydecrease of $33 million in Adjusted Operatingryin described above, partially
offset by the impact of lower proportional interegpense at Masinloc, and OPGC higher equity egsnin

Operating margin for the nine months ended SepteBle2014 decrease d by $72 million , or 60% sTg@rformance was driven
primarily by the following businesses and key ofiatadrivers:

» Masinloc in the Philippines decreased by $64iomi] driven by $33 million due to lower plant aladiility, an unfavorable impact of
$15 million resulting from the market operator'guatinent in the first quarter of 2014 to retrospey recalculate energy prices
related to an unprecedented increase in spot epeiggs in November and December 2013, higher foads of $5 million primarily
due to maintenance, and net impact of higher conttemand at lower prices and lower spot salegahflion; and

» Kelanitissa in Sri Lanka decreased by $16 millioneh by the step down in the contracted PPA

Adjusted Operating Margin decrease d by $75 miltiae to the drivers above adjusted for the impanba-controlling interests. AES
owns 51% of Masinloc after the sell-down in midyJ2014, and 90% of Kelanitissa. In the comparapiegod in 2013, AES owned 92% of
Masinloc.

Adjusted PTC decrease d by $68 million , drivertt®ydecrease of $75 million in Adjusted Operatingrdin described above, partially
offset by the impact of lower proportional interegpense at Masinloc and gains on foreign currency.

Key Trends and Uncertaintie

During the remainder of 2014 and beyond, we exjeefzce the following challenges at certain of businesses. Management expects
that improved operating performance at certainrimssies, growth from new businesses and globatedsttion initiatives may lessen or off
their impact. If these favorable effects do notuscor if the challenges described below and elsgevin this section impact us more
significantly than we currently anticipate, or ilatile foreign currencies and commodities moveenarfavorably, then these adverse facto
combination of factors, (or other adverse factorsnown to us) may have a material impact on ouraipey margin, net income attributable to
The AES Corporation and cash flows. We continugomitor our operations and address challengesegsattise. For the risk factors related to
our business, see Item 1. Businessand Item 1A. —Risk Factorf the 2013 Form 10-K.

Regulatory

Ohio—As noted in Item 1. —Business— US SBU— Dayton Power & Light Compangf the 2013 Form 10-K, an order was issued by
the Public Utilities Commission of Ohio ("PUCQO") 8eptember 2013 (the “ESP Order”), which statesif&L’s next ESP begins January 1,
2014 and extends through May 31, 2017.

On March 19, 2014, the PUCO issued a second entrgleearing ("Entry on Rehearing") which changesesterms of
the ESP order. The Entry on Rehearing shortensrtteeby which DP&L must divest its generation asg¢etno later than
January 1, 2016 from May 31, 2017 in the ESP OrHee. Entry on Rehearing also terminates the pateatitension of the
Service Stability Rider on April 30, 2017 insteddvtay 31, 2017. In addition, the Entry on Rehear@ingelerates DP&L’s
phase-in of the competitive bidding structure té6lid 2014, 60% in 2015 and 100% in 2016, compaweldfs in 2014, 40%
in 2015, 70% in 2016 and 100% in June 2017 in BB Brder. Parties, including DP&L, have filed apations for rehearing
on this Commission Order, which were granted inRRECO’s third entry on rehearing on May 7, 2014.

On June 4, 2014, the PUCO issued a fourth entngleearing which reinstated the deadline by whicl&DRust divest
its generation assets to January 1, 2017. The Otiisumer's Counsel filed an application for retmggoin this Order,
which was denied by the PUCO. On June 30, 2014rakintervening parties filed a joint motion taytollection of the Service Stability
Rider while appeals are pending. This motion tg stas denied by the PUCO. The Industrial Energyr&Je€Ohio and the Ohio Consumer's
Counsel filed Notices of Appeal of various aspedthe ESP Order and Entries on Rehearing to the Stipreme Court on August 29, 2014
and September 22, 2014, respectively. On Septetthet014, DP&L filed a Notice of Cross-appeal of titcelerated phase-in of the
competitive bidding structure.
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In accordance with the ESP Order, on December®D83,2DP&L filed an application with the PUCO statiits plan to transfer or sell
its generation assets on or before May 31, 201 &LDénended its application on February 25, 2014 again on May 23, 2014. On
September 17, 2014, the PUCO issued a Finding ader@ which it approved of DP&L’s plan to separits generation assets with minor
modifications. Specifically, DP&LS request to defer costs associated with the Ohlley Electric Corporation (OVEC) which are not @mntly
being recovered through existing rates was deiied DP&L was ordered to transfer environmentaliliiéds with the generation assets. See
Item 1. —Business— United States SBY- Dayton Power & Light Compargf the 2013 Form 10-K for further details of theFE&der and
the filing to separate generation.

Philippines—In November and December 2013, the Philippines saoket withessed an unprecedented price spikgared to
historical levels. On March 11, 2014, Energy RetprjaCommission ("ERC") declared the market pritem this period void and ordered the
market operator to recalculate the prices for atkat participants for November and December 20iBdmonths. The recalculation of pric
based on the load weighted average prices forirgtenine months of 2013 resulted in an unfavoradlgistment of approximately $15 million
to Masinloc spot sales. The ERC's review of theiomat for reconsideration filed by market particifsaimcluding Masinloc is on-going. A
secondary price cap was established for May and 20f4 and has been extended to December, as aragnmeasure to mitigate spot price
impacts in the market. As of this time the measia® not had a material impact on our businessifPtiilippines. However, if similar measu
are implemented on a permanent basis, the impatd e material.

Dominican Republie— In August 2014, the Superintendence of Elecyri(®ectoral Regulatory Body of the Electricity Segt modified
the rules for offering primary frequency regulatgearvice, an ancillary service item. The formeesudllocated the service to generators basec
on merit order and those which were the most flexéimd could enter the system quickly generallisfatl the supply requirement. The new
rule assigns a mandatory minimum margin to all getees which must be provided by own source orughobilateral contracts with other
generators who can offer the service, and any iadditsupply requirement must be allocated usiregnierit order process. As the AES
businesses, Andres and Los Mina, were lower imtbgt order they received a majority of the allo@matunder the former rules. The lower
allocation of this service to these units underrtbe rules will have an impact of lowering the margom frequency regulation which will be
partially offset by higher energy dispatch.

Operational
Sensitivity to Dry Hydrological Conditions

Our hydroelectric generation facilities are sewsito changes in the weather, particularly thellefgater inflows into generation
facilities. Throughout 2013 and 2014, dry hydrotzgiconditions in Brazil, Panama, Chile and Colaatiave presented challenges for our
businesses in these markets. Low rainfall and watlws caused reservoir levels to be below histdilevels, reduced generation output, and
increased prices for electricity. If our hydroetécgeneration facilities cannot generate suffitiemergy to meet contractual arrangements, we
may need to purchase energy to fulfill our obligasi, which could have a material adverse impaduiresults of operations. Some local
forecasts suggest continued dry conditions forémeainder of 2014. Once rainfall and water infloetirn to normal levels, high market pric
and low generation could persist until reservoiels are fully recovered.

In Brazil, the system operator controls all hydeaglic generation dispatch and reservoir leveld,there is a mechanism called MRE
(Energy Reallocation Mechanism) created to shadediggical risk across all generators. If the systd hydroelectric generation facilities
generates less than the assured energy of thersytbie shortfall is shared among generators, apdrdéng on a generator's contract level, is
fulfilled with spot market purchases. We expectsiistem operator in Brazil to pursue a more cordim reservoir management strategy
going forward, including the dispatch of up to 18/@f thermal generation capacity, which could reBulower dispatch of hydroelectric
generation facilities and electricity prices atthigvels. During the first and second quartersaiff2 AES Tieté benefited from lower contract
levels and captured spot sales at favorable pritesever, AES Tieté has higher contract obligationthe second half of 2014 and has neede
to fulfill some of these obligations with spot phases, so they will be sensitive to generationudtpd spot prices for electricity during this
period. Finally, if dry conditions persist in Brattiroughout 2014 and into the next rainy seasamfDecember 2014 to April 2015, there is a
risk that the government of Brazil could implemanmationing program in 2015, which could have aamat adverse impact on our results of
operations and cash flows.

In Panama, dry hydrological conditions continueetduce generation output from hydroelectric faesitand have increased spot prices
for electricity. From March to June 2014, the gawveent of Panama implemented certain energy saveasures designed to reduce demand
for electricity during the peak hours by approxietat300 MW, which contributed to water savingshe key hydroelectric dams and lower
spot prices. AES Panama has had to purchase eoeiting spot market to fulfill its contract obligats when its generation output is below its
contract levels, and we expect this trend to caetifor the remainder of the year. As authorized/lanch 31, 2014, the government of Paname
agreed to reduce the financial impact of spot at@tt purchases and transmission constraints edgit to a 70MW reduction in contracted
capacity for the period
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2014-2016 by compensating AES Panama for spot paeshup to $40 million in 2014, $30 million in 20drkd $30 million in 2016.
Compensation payments recognized through Septe3@h@014 were $36 million, of which $12 million grending to be collected. AES owns
49% of AES Panama. Additionally, as part of ouat&gy to reduce our reliance on hydrology, AES Ranacquired a 72MW power barge for
$26 million, financed with non-recourse debt, irp@enber 2014, which we expect to become operatiartak first quarter of 2015.

Taxes

Chilean Tax Reform

On September 29, 2014, the Chilean government eth@acmprehensive tax reforms which introduced &iarit changes to corporate
income tax rates, modification of the shareholdgel income tax beginning in 2017, and new “gree®s$” primarily over CQemissions also
beginning in 2017. See Note 37 Income Taxem Part I. ltem 1— Financial Statements of this Form 10-Q for furtiméormation.

Macroeconomic and Political

During the past few years, economic conditionsoime countries where our subsidiaries conduct bssihave deteriorated. Global
economic conditions remain volatile and could harneadverse impact on our businesses in the evese tlecent trends continue.

Argentina— In Argentina, economic conditions are deteriamgtias measured by indicators such as non-recédlagon, diminishing
foreign reserves, the potential for continued deatbn of the local currency, and a decline in eroic growth. Many of these economic
conditions in conjunction with the restrictionsfteely access the foreign exchange currency esteddiby the Argentine Government since
2012, have contributed to the development of adichparallel unofficial foreign exchange market tisdess favorable than the official
exchange. At September 30, 2014 , all transacabosir businesses in Argentina were translatedyubim official exchange rate published by
the Argentine Central Bank. See Note 6~rancing Receivablda Part | Item 1. —Financial Statementsf this Form 10-Q for further
information on the long-term receivables. Althoumlr businesses in Argentina have been able to sioe=gn currency for parts, equipment
and fuel purchases and debt payments when neefiather weakening of the Argentine Peso and lecahomic activity could cause
significant volatility in our results of operatigrsash flows, the ability to pay dividends to theréht Company, and the value of our assets.

Argentina defaulted on its public debt in 2001, witestopped making payments on about $100 billiorid a deep economic crisis. In
2005 and 2010, Argentina restructured its defaldmuds into new securities valued at about 33 camthe dollar. Between the two
transactions, 93% of the bondholders agreed toasgatheir defaulted bonds for new bonds. The neimzi7% did not accept the restructured
deal. Since then, a certain group of the “hold-duthdholders have been in judicial proceedings withentina regarding payment. More
recently, the United States District Court ruledttArgentina would need to make payment to suct-bat bondholders according to the
original applicable terms. Despite intense negotigtwith the hold-out bondholders through the UDBtrict Court appointed Special Master,
on July 30, 2014 the parties failed to reach desatint agreement and consequently (as referre&ByaBd Fitch ratings) Argentina fell into a
selective default resulting from failure to makeenest payments on its Discount Bonds maturingéoddnber 2033. Although this situation
remains unresolved, it has not caused any significkanges that impact our current exposures dtlaarthose that are discussed above in
regards to the macroeconomics within the country.

Bulgaria—Our investments in Bulgaria rely on offtaker caigts with NEK, the statewned electricity public supplier and energy trax
company. Maritza, a lignite-fired generation fagilihas experienced ongoing delays in the collaabiboutstanding receivables as a result of
liquidity issues faced by NEK. In November 2013,ri#a and NEK signed a rescheduling agreemenhiioiverdue receivables as of
November 12, 2013. Under the terms of the agreerit paid $70 million of the overdue receivablesl agreed to pay the remaini
receivables in 13 equal monthly installments beigipmecember 2013. NEK has made payments accotditige schedule through September
2014. As of September 30, 2014 , Maritza had ondste receivables of $226 million, representing $&0ion of current receivables, $14
million of the rescheduled receivables not yet direl million of receivables overdue by less thard8@s and $88 million of receivables
overdue by more than 90 days. On July 31 , 2014tkéaentered into a tripartite agreement with NEW #Mini Maritza 1ztok EAD (MMI), our
fuel supplier, which reduced Maritza's outstandiecgivables from NEK by $17 million through an effef payables due by Maritza to MMI.
Additionally, NEK has agreed to four additional ntfdy installments totaling $28 million to be paidually from August to November, 2014,
Although Maritza continued to collect overdue reeabies during the third quarter of 2014 and theéezathere continue to be risks associated
with collections, which could result in a write-aff the remaining receivables and/or liquidity desbs which could impact Maritza's ability to
meet its obligations, if the situation around cdiilens were to deteriorate significantly.

In May and June 2014, Bulgaria's State Energy amdeWwWRegulatory Commission (SEWRC) issued decigioesluding the ability of
NEK to pas-through to the regulated market certain costsrimecliby NEK pursuant to the PPA with Maritza,
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which further impacted NEK's liquidity and its atyilto make payments under the PPA. SEWRC alsouatd NEK and Maritza to begin
negotiating amendments to the PPA, including taking of Maritza’s units out of the PPA and redudimg price of the remaining urstoutput
by 30%. However, SEWRC confirmed that until suchat&@tions conclude, the PPA is in full force affidet and NEK has not objected to
Maritza's invoices. Maritza has filed appeals agliests for suspension of these SEWRC decisiohsthdtSupreme Administrative Court in
Bulgaria with the first hearing scheduled for tlegimning of 2015. In addition, SEWRC announced ithlas asked the Directora@eneral fol
Competition of the European Commission (DG Compktaew NEK's respective PPAs with Maritza and pasate generator pursuant to
European state aid rules, and to suspend the P&#ng the completion of that review. DG Comp haeisaontacted Maritza about the
SEWRC's request to date.

On July 24, 2014, the Government of Bulgaria fotynedsigned and the Caretaker Government was afgubby the President.
Preliminary Parliamentary Elections were held ohoBer 5, 2014. Eight political parties were eleced are currently discussing the forma
of a new government which is expected to allowrtbgotiations to continue in a productive manneraivehile the Caretaker Government
requested and received the resignations of thedio@hairman and two commissioners of the Reguldtoe. new leadership approved an end-
consumer energy price increase of approximately &fieetive October 1 , 2014, which is expectedightly improve NEK's liquidity. The
Caretaker Government also established an EnergsdBadich is consultative body comprised of memlvelne have an interest in the energy
sector, with the objective to discuss and proposasures to be taken for stabilization of the ensegyor. Maritza is a member of the Energy
Board.

As a result of any of the foregoing events (inchgdfailure by NEK to honor its obligations undee tAPA for any reason), we may face a
loss of earnings and/or cash flows from the afiétiesinesses (or be unable to exercise remedieslfigrach of the PPA) and may have to
provide loans or equity to support affected busaesr projects, restructure them, write down thane (including, without limitation, the
value of receivables listed above) and/or facepthesibility that these projects cannot continuerafi@ns or provide returns consistent with our
expectations, any of which could have a materigléiot on the Company. For further information alibatrisks associated with the Company'
investment in Maritza, see the following itemshe Company's 2013 Form 10-K: Item 1Business - EMEAItem 1A. —Risk Factors—

“We may not be able to enter into long-term cortsawhich reduce volatility in our results of opiwas” and Iltem 7Management's
Discussion & Analysi- Key Risks and UncertaintiesSee Note 8 —Pebtincluded in Part | Item 1. —Financial Statementsf this Form 10-Q
for further information on current existing debfaldts. Further, Maritza is in litigation relaten ¢construction delays and related matters. For
further information on the litigation see Parttirh 1. —L egal Proceedings

Maritza will take all actions necessary to proiecinterests, whether through negotiated agreemihtNEK or through enforcement of
its rights under the PPA. In addition, if necessMuyritza will defend the PPA in any assessmemroceeding that may be initiated by DG
Comp in response to SEWRC's request. As such, 8sgiember 30, 2014 , we concluded there is ngatali of an impairment of the long-
lived assets in Bulgaria for Maritza, which were3tillion and total debt of $720 million, and Kama, which were $256 million and total d:
of $176 million. Therefore, management believescdmeying amount of the asset group is recoverablef September 30, 2014 .

Puerto Rico— Our subsidiary in Puerto Rico has a long-term Rt the Puerto Rico Electric Power Authority (‘BERA”), a state-
owned entity that supplies virtually all of the eléc power consumed in the Commonwealth and géegraansmits and distributes electricity
to 1.5 million customers. As a result of macroecuitochallenges in the country, including a sevearyecession, PREPA faces economic
challenges including, but not limited to relianaehagh cost fuel oil, decline in electricity sal&ggh customer power rates, high operating c
past due accounts receivables from governmentutistis, and very low liquidity along with challezgobtaining financing due to the recent
downgrades, and has struggled to honor its payot#igfations to electricity generators on a time#gsis. AES Puerto Rico's receivables
balance as of September 30, 2014 is $95 milliomta€h $33 million is overdue and days sales ontliteg from PREPA has deteriorated,
which has caused our business to start to be delayeur payments to suppliers. Subsequent to S#yee30, 2014 , overdue receivables of
$30 million have been collected.

In February 2014, all agencies downgraded the Camwaalth of Puerto Rico and it's public sector comg@s (PREPA included) to
below investment grade. On June 28, 2014, the Govef Puerto Rico signed into law the Recovery, Adtich allows public corporations to
adjust their debts in the interest of all creditansd establishes procedures for the orderly eafoent. With the recent passing of the Recover
Act, the ratings were further reduced. The downgral PREPA has had a dir@oipact on AES Puerto Rico's bonds, except for M&odich
rates the bonds above the state-owned corporaitren dES Puerto Rico is the lowest cost producegleftricity. We believe that AES Puerto
Rico’s unique position as the lowest cost energglpcer and costffective alternative for PREPA relative to fuel génerated power, positia
the business well and reduces the probability ghtiee impacts from a potential PREPA restructupngcess. However there can be no
assurance as to the final terms of any restruguirpotential impacts on AES Puerto Rico.

If AES Puerto Rico fails to receive payment in ademce with the terms of the PPA with PREPA, fsiilility issues could worsen, whi
could further impact AES Puerto Rico's ability teenits obligations. See Item 1A. Risk Factorsf the
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2013 Form 10-K — “We may not be able to enter iotmy-term contracts, which reduce volatility in gasults of operations” and "We have a
significant amount of debt, a large percentagelithvis secured, which could adversely affect awgifiess and the ability to fulfill our
obligations." As a result of any of the foregoingets, we may face a loss of earnings and/or dasgls from the affected businesses (or be
unable to exercise remedies for a breach of the) RR& may have to provide loans or equity to supgiected businesses or projects,
restructure them, write down their value and/oefde possibility that these projects cannot comtioperations or provide returns consistent
with our expectations, any of which could have deamal impact on the Company.

Our Puerto Rico business will take all actions 8eaey to protect its interests, whether througlotiated agreement with PREPA or
through enforcement of its rights under the PPAOttober 2014, the Parent Company reached an agntéevith an investor in AES Puerto
Rico's preferred shares to retire the investmeatfixted redemption value of $52 million. The region is expected to be completed by the
end of 2014. As the events pertaining to the Rego&et continue to unfold, we concluded that thisreo indicator of an impairment of the
long-lived assets in Puerto Rico, which were $635an and total debt of $594 million. Thereforeamagement believes the carrying amount
of the asset group is recoverable as of Septenthex03 4.

If global economic conditions deteriorate furthecould also affect the prices we receive for étectricity we generate or transmit.
Utility regulators or parties to our generation tants may seek to lower our prices based on pieganarket conditions pursuant to PPAs,
concession agreements or other contracts as timeg ap for renewal or reset. In addition, risingl fared other costs coupled with contractual
price or tariff decreases could restrict our apild operate profitably in a given market. Eaclihafse factors, as well as those discussed abov
could result in a decline in the value of our asgatluding those at the businesses we operatesquity investments and projects under
development and could result in asset impairmératsdould be material to our operations. We comtittumonitor our projects and businesses

Impairments

Goodwill— Since its annual goodwill impairment test in thartb quarter of 2013, the Company has been mongdtiree reporting
units, DP&L, DPLER and Buffalo Gap, as “at risk.”r@porting unit is considered “at risk” when ité faalue is not higher than its carrying
amount by more than 10%. In the first quarter df2Ghe Company recognized a full goodwill impaimnef $ 136 million at DPLER and a
goodwill impairment of $ 18 million at Buffalo Gaphe Company continues to monitor the remainingdgalh of $10 million at Buffalo Gap
and the $316 million goodwill at DP&L. It is posklthat the Company may incur goodwill impairmenbD&&L, Buffalo Gap or any other
reporting unit in future periods if certain evergsch as, adverse changes in their business catogeenvironments occur.

Environmental

The Company is subject to numerous environmeniad End regulations in the jurisdictions in whiclojiterates. The Company expenses
environmental regulation compliance costs as imtlitmless the underlying expenditure qualifiescapitalization under its property, plant and
equipment policies. The Company faces certain @sikbuncertainties related to these environmeated bind regulations, including existing
and potential greenhouse gas (“GHG") legislationegulations, and actual or potential laws and legns pertaining to water discharges,
waste management (including disposal of coal cotitiubyproducts) and certain air emissions, sucsuifsir dioxide (SQ), nitrogen oxides
(NO,), particulate matter (PM)and mercury. Such riskd ancertainties could result in increased capitplenditures or other compliance ct
which could have a material adverse effect on gedbour U.S. or international subsidiaries and consolidated results of operations. For
further information about these risks, see Iltem-LRisk Factors “Our businesses are subject to stringent envieontal laws and regulations,”
“Our businesses are subject to enforcement initatfrom environmental regulatory agencies,” anddiators, politicians, non-governmental
organizations and other private parties have egprksoncern about greenhouse gas, or GHG, emissioithe potential risks associated with
climate change and are taking actions which coalgla material adverse impact on our consolidaedlts of operations, financial condition
and cash flow$ set forth in the Company’s Form 10-K for the yeaded December 31, 2013. The following discussfah@impact of
environmental laws and regulations on the Compauates the discussion provided in Item Business - Regulatory Matter&nvironmenta
and Land Use Regulatiomd the Company’s Annual Report on Form 10-K for ylear ended December 31, 2013 and in Item 2. -
Management's Discussion and Analysis of Financ@idition and Results of Operatio- Key Trends and Uncertainties - Regulatory -
Environmentaof the Company’s Quarterly Reports on Form 10-Qtffierfiscal quarters ended March 31, 2014 and 30n2014.

Tax on Carbon and Other Emissions in Chile

In September 2014, the government of Chile enagtestbon tax of $5.00 per ton of GQOas well as taxes on emissions of PM, %@d
NOx. The amount of the annual tax on PM, ;and NOx depends on volume and geographic locafitimcemissions, among other factors.
This tax will be paid annually for the emissionghe previous year, beginning in 2018 for emissior2017. The financial impact to the
Company of these taxes could be material in fup@rgods.
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Update on Environmental Wastewater Requirements

As discussed in Item Business - United States Environmental and LandRé&sgulations - Water Dischargasthe Company's Form 10-
K for the year ended December 31, 2013, DP&L iseafipg various aspects of a National Pollutant Basge Elimination System (“NPDES”)
permit for J.M. Stuart Station issued by the OhRAENPDES permits regulate specific industrial wastter and storm water discharges into
water of the United States under the U.S. CleareYWatt. It is believed that compliance with thempéras written will require capital expenses
that will be material to DP&L. The cost of compl@nand the timing of such costs is uncertain angvasy considerably depending on a
compliance plan that would need to be developedtytbe of capital projects that may be necessay tlze uncertainties that may arise in the
likely event that permits and approvals from othevernmental entities would likely be required émstruct and operate any such capital
project. DP&L has appealed various aspects ofittad permit to the Environmental Review Appeals @oission and a hearing has been
scheduled for March 2015. The compliance schedutled final permit has been modified to accommotizgdiming of the hearing. The
outcome of such appeal is uncertain.

Also as discussed in Iltem. Business - United States Environmental and Lasel Rlegulations - Water Dischargaghe Company's
Form 10-K for the year ended December 31, 2013inti@na Department of Environmental ManagememEM”) issued NPDES permits to
the IPL Petersburg, Harding Street, and Eagle Yabnerating stations, which became effective ito@er 2012. These permits set new watel
quality-based levels of acceptable metal efflueatawdischarges for the Petersburg and HardingSteilities, as well as monitoring and
other requirements designed to protect aquaticuiféh full compliance with the new metal effludmhitations required by October 2015. IPL
received an extension to the compliance deadlirmitth September 2017 for IPL’s Harding Street agigiBburg facilities through agreed
orders with IDEM. IPL conducted studies to detemnivhat operational changes and/or additional eqeiiprwill be required to comply with
the new limitations. On August 15, 2014, IPL anrmaits intent to file plans with the IURC to reffumit 7 at Harding Street from coal-fired
to natural gas. This conversion is part of IPL'srall wastewater compliance plan for its power f#a@®n October 16, 2014, IPL filed its
wastewater compliance plans with the IURC. IPLeisksng approval for a Certificate of Public Consrde and Necessity (CPCN) to install
and operate wastewater treatment technologies Betersburg and Harding Street plants. If appro®idwill invest $332 million in these
projects to ensure compliance with the wastewagatinent requirements by 2017. IPL expects to mcthwough its environmental rate
adjustment mechanism, operating or capital expersditrelated to compliance with these NPDES peenitirements. Recovery of these costs
is sought through an Indiana statute that allow8@86 recovery of qualifying costs through a radgiatment mechanism with the remainder
recorded as a regulatory asset to be considereddovery in the next base rate case proceedivgever, there can be no assurances that IPL
will be successful in that regard. In light of tinecertainties at this time, we cannot predict thpdct of these permit requirements on our
consolidated results of operations, cash flowsinancial condition, but it is expected to be meter

Capital Resources and Liquidity
Overview

As of September 30, 2014 , the Company had uncestrcash and cash equivalents of $1.7 billionwhith $229 milliorwas held at th
Parent Company and qualified holding companies.Gémpany had $686 million in short term investmeh&dd primarily at subsidiaries. In
addition, we had restricted cash and debt sereserves of $967 million . The Company also had re@eurse and recourse aggregate prin
amounts of debt outstanding of $15.7 billion and$llion , respectively. Of the approximately $illion of our current non-recourse debt,
$1.4 billion was presented as such because itasrdthe next twelve months and $0.9 billion redatedebt considered in default due to
covenant violations. We expect such current magsrivill be repaid from net cash provided by oparpactivities of the subsidiary to which
the debt relates or through opportunistic refinag@ctivity or some combination thereof.

We rely mainly on long-term debt obligations to dupur construction activities. We have, to the stvailable at acceptable terms,
utilized non-recourse debt to fund a significanttiom of the capital expenditures and investmeatgiired to construct and acquire our electric
power plants, distribution companies and relatesgtzs Our nomecourse financing is designed to limit cross defiégk to the Parent Compau
or other subsidiaries and affiliates. Our non-reseuong-term debt is a combination of fixed andalae interest rate instruments. Generally,
portion or all of the variable rate debt is fixéaidugh the use of interest rate swaps. In additlendebt is typically denominated in the
currency that matches the currency of the reverpeated to be generated from the benefiting prpfeeteby reducing currency risk. In cer
cases, the currency is matched through the useridfadive instruments. The majority of our non-rexse debt is funded by international
commercial banks, with debt capacity supplementedhbltilaterals and local regional banks.

Given our long-term debt obligations, the Compangubject to interest rate risk on debt balancatsatcrue interest at variable rates.
When possible, the Company will borrow funds aéénterest rates or hedge its variable rate aefit its interest costs on such obligations.
In addition, the Company has historically triedvaintain at least 70% of its consolidated
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long-term obligations at fixed interest rates, uratthg fixing the interest rate through the usendéiiest rate swaps. These efforts apply to the
notional amount of the swaps compared to the amafuretiated underlying debt. Presently, the Pa@arhpany’s only material un-hedged
exposure to variable interest rate debt relatésdebtedness under its senior secured credittiaeifid floating rate senior unsecured notes due
2019. On a consolidated basis, of the Company’s/#iiflion of total non-recourse debt outstandisgéSeptember 30, 2014 , approximately
$4.1 billion bore interest at variable rates thatevnot subject to a derivative instrument whigledi the interest rate.

In addition to utilizing non-recourse debt at agdlary level when available, the Parent Compamyioles a portion, or in certain
instances all, of the remaining long-term finanaimgredit required to fund development, constarctir acquisition of a particular project.
These investments have generally taken the foregoity investments or intercompany loans, whichsatgordinated to the project’s non-
recourse loans. We generally obtain the fundshiesé investments from our cash flows from operatipmoceeds from the sales of assets
and/or the proceeds from our issuances of debtpmnstock and other securities. Similarly, in dertzf our businesses, the Parent Company
may provide financial guarantees or other credipsut for the benefit of counterparties who haviersd into contracts for the purchase or sal
of electricity, equipment or other services withr subsidiaries or lenders. In such circumstanéa@sbusiness defaults on its payment or suppl
obligation, the Parent Company will be responsibtehe business’ obligations up to the amount hed for in the relevant guarantee or othel
credit support. At September 30, 2014 , the PaCemipany had provided outstanding financial andgeeréncerelated guarantees, indemni
or other credit support commitments to or for teedfit of our businesses, which were limited bytrens of the agreements, of approximatel
$1.0 billion in aggregate (excluding those collalized by letters of credit and other obligatiorscdssed below).

As a result of the Parent Company’s below investrgesde rating, counterparties may be unwilling¢oept our general unsecured
commitments to provide credit support. Accordinglth respect to both new and existing commitmethts,Parent Company may be required
to provide some other form of assurance, suchleitea of credit, to backstop or replace our crsdjpport. The Parent Company may not be
able to provide adequate assurances to such cparties. To the extent we are required and abpedwide letters of credit or other collateral
to such counterparties, this will reduce the amadicredit available to us to meet our other ligtyisheeds. At September 30, 2014 , we had $:
million in letters of credit outstanding, providadder our senior secured credit facility, and $9lfion in cash collateralized letters of credit
outstanding outside of our senior secured credilifia These letters of credit operate to guararmgerformance relating to certain project
development activities and business operationsinBuhe quarter ended September 30, 2014 , the @oynpaid letter of credit fees ranging
from 0.2% to 2.5% per annum on the outstandinguantso

We expect to continue to seek, where possible,raoourse debt financing in connection with the ssebusinesses that we or our
affiliates may develop, construct or acquire. Hoaredepending on local and global market conditems the unique characteristics of
individual businesses, non-recourse debt may navb#able on economically attractive terms orlatiwe decide not to provide any
additional funding or credit support to a subsigigroject that is under construction or has neantgebt payment obligations and that
subsidiary is unable to obtain additional non-resewulebt, such subsidiary may become insolventyenichay lose our investment in that
subsidiary. Additionally, if any of our subsidiagi®se a significant customer, the subsidiary mesdrto withdraw from a project or restructure
the non-recourse debt financing. If we or the alibsy choose not to proceed with a project or a&ble to successfully complete a
restructuring of the non-recourse debt, we may tasdénvestment in that subsidiary.

Many of our subsidiaries depend on timely and ca®d access to capital markets to manage theidiiguneeds. The inability to raise
capital on favorable terms, to refinance existimgebtedness or to fund operations and other comamisrduring times of political or economic
uncertainty may have material adverse effects erfittancial condition and results of operationshafse subsidiaries. In addition, changes in
the timing of tariff increases or delays in theuladory determinations under the relevant concessiould affect the cash flows and results of
operations of our businesses.

As of September 30, 2014 , the Company had appairin$246 million and $24 million of accounts reedle related to certain of its
generation businesses in Argentina and the DomirfRepublic and its utility businesses in Brazilssified as’Noncurrent assets — other”
and “Current assets — Accounts receivapleespectively. The noncurrent portion primarilynsists of accounts receivable in Argentina that,
pursuant to amended agreements or government tiessluhave collection periods that extend beyoapt&nber 30, 2014, or one year from
the latest balance sheet date. The majority of Argien receivables have been converted into li@mgy financing for the construction of pov
plants. See Note 6 -Financing Receivablescluded in Part | Item 1. +Financial Statementsf this Form 10-Q and Item 1. -Business—
Regulatory Matter— Argentinaincluded in the 2013 Form 10-K for further infornoat

Consolidated Cash Flows

During the nine months ended September 30, 204gh and cash equivalents increase d $ 28 milli&1i1d billion . The increase cast
and cash equivalents was due to $1.2 billion ofi gaevided by operating activities, $364 millionaafsh used

50




in investing activities, $844 million of cash usadinancing activities, an unfavorable effect ofdign currency exchange rates on cash of $5!
million and a $75 million decrease in cash of drgooied and held-for-sale businesses.

Operating Activities— Net cash provided by operating activities decah$824 million to $1.2 billion during the nine nibs ended
September 30, 2014 compared to $2 billion durirgrtine months ended September 30, 2013 . Thismpeafce was driven primarily by the
following SBUs and key operating activities:

» Brazil —a decrease of $505 million primarily at Eletropaatwl Sul due to higher prices of energy purchasegedl as higher taxe
* MCAC —a decrease of $179 million at our generation bssie primarily due to higher working capital regmients; an
» EMEA —a decrease of $94 million primarily due to higherking capital requiremen

Net cash provided by operating activities was $illlibn during the nine months ended Septembe28@4. Operating cash flow result
primarily from the net income adjusted for non-casms, principally depreciation and amortizationpairment expenses and loss on
extinguishment of debt, partially offset by a ns¢ wf cash for operating activities of $1 billiondperating assets and liabilities. This net use
cash within operating activities of $1 billion wasmarily due to the following:

» anincrease of $494 millian accounts receivable primarily related to higb&les at Eletropaulo, Sul and Alicura and lowelections
at Maritza;

» anincrease of $439 million in other assets prily related to increased regulatory assets dtdflaulo and Sul resulting from higher
priced energy purchases recoverable through fiiduifés;

» adecrease of $239 million in net income tax attetr tax payables primarily related to paymeffiis@ome taxes exceeding accruals
for the 2014 tax liability; partially offset by

» anincrease of $ 319 million in other liabilgiprimarily related to an increase in regulatoapilities at Eletropaulo and Sul partially
offset by reduced pension contributions at IPL pagments for share-based compensation issuanemdtbaerivative termination at
the Parent Company.

Net cash provided by operating activities was $2l®n during the nine months ended Septembe28@3. Operating cash flow result
primarily from the net income adjusted for non-casms, principally depreciation and amortizatiord d0ss on extinguishment of debt,
partially offset by a net use of cash for operatigvities of $255 million in operating assets dadilities. This net use of cash within
operating activities of $255 million was primardye to:

» adecrease of $578 million in accounts payabhteather current liabilities primarily at Eletropawand Sul due to lower costs and a
decrease in regulatory liabilities as well as atddraiana primarily related to the extinguishmerda G&bility based on a favorable
arbitration decision;

» anincrease of $149 million in other assets pritm due to an increase in noncurrent regulatesets at Eletropaulo and Sul, resulting
from higher priced energy purchases which are re@ble through future tariffs; partially offset by

» adecrease of $ 403 million in prepaid expemsesother current assets primarily due to a deerasurrent regulatory assets, for the
recovery of prior-period tariff cycle energy pursba and transportation costs at Eletropaulo anda8dl

» adecrease of $135 million in accounts receahimarily related to lower tariffs in 2013 at E&gpaulo combined with lower tariffs
and reduced consumption at Sul, partially offsekdwer collections at Maritza.

Investing Activities— Net cash used in investing activities was $36Mioniduring the nine months ended September 30428imarily
attributable to the following:

» Capital expenditures of $ 1.4 billion consistofgb789 million of growth capital expenditures &&D0 million of maintenance and
environmental capital expenditures. Growth cagtgdenditures included amounts at Gener of $303amjlEletropaulo of $125
million, Mong Duong of $72 million, Jordan of $71illien, IPL of $61 million and Sul of $35 milliorMaintenance and environmer
capital expenditures included amounts at IPL of8hfifllion, Eletropaulo of $73 million, Tieté of $64illion, Gener of $50 million,
DPL of $48 million and Sul of $41 million;

» Acquisitions, net of cash acquired of $728 ailliconsisted of an acquisition at Gener in the sg:cpuarter for the remaining 50%
interest in our equity investment in Guacolda, bfckh 50% less one share was subsequently soldgdtiminsame quarter. See Note 7
— Investment in and Advances to Affiliatedtem 1. —Financial Statementsf this Form 10-Q for further information; partiall
offset by

» Proceeds from the sale of businesses of $li@rbihcluding $730 million at Gener related to tede of 50% less one share of our
interest in Guacolda, $443 million for the saletb%6 of our equity interest in Masinloc, $179 mitlicelated to the the sale of AES’
interest in Silver Ridge Power’s assets in Bulgdfimnce, Greece, India and the United States a866 fillion from the sale of our
business in Cameroon; and
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Decreases in restricted cash, debt servicewesand other assets of $162 million including am®at the Parent Company of $66
million, Maritza of $44 million and Alto Maipo of3¥ million.

Net cash used in investing activities was $1.3dilduring the nine months ended September 30, 2Th& was primarily attributable to

the following:

Capital expenditures of $ 1.3 billion consistwfgb690 million of growth capital expenditures k0 million of maintenance and
environmental capital expenditures. Growth captgdenditures included amounts at Eletropaulo oB&h8lion, Gener of $166
million, Jordan of $95 million, Sul of $57 millioMPL of $28 million, Mong Duong of $27 million, YAedrtoft of $20 million, Kribi of
$17 million and Altai of $16 million. Maintenance@environmental capital expenditures included ameat IPL of $164 million,
Eletropaulo of $103 million, DPL of $63 million, Ger of $61 million, Tieté of $53 million, Sul of 83nillion, Altai of $21 million
and Itabo of $15 million;

Purchase of short-term investments, net of s#l&s263 million including amounts at Eletropaoio$212 million, Sul of $32 million
and Tieté of $29 million; partially offset by

Proceeds from the sale of business, net of salshof $ 167 million including $113 million for ¢hsale of the Ukraine businesses, $31
million for the sale of our 10% equity interestlinnidad and $24 million for the sale of our remaginterest in Cartagena.

Net cash used in investing activities decrease03 $8illion to $364 million during the nine monthsded September 30, 2014 compared

to net cash used in investing activities of $11Bdoi during the nine months ended September 30320his net decrease was due to an
increase in proceeds from the sale of businessfregtsh sold of $1.5 billion , a decrease in pasas of short-term investments, net of sales ¢
$ 212 million , partially offset by an increaseaicquisitions of $725 million .

Financing Activities— Net cash used in financing activities was $84Hioni during the nine months ended September 30420 his

was primarily attributable to the following:

Repayments of recourse and non-recourse de¥&.dfbillion including amounts at the Parent Comypai$2 billion, Gener of $905
million, Tieté of $132 million, Maritza of $65 mitin, Shady Point of $52 million, Puerto Rico of $&illion and $114 million related
to the UK Wind sale;

Distributions to noncontrolling interests of $3million including amounts at Tieté of $188 miliioBrasiliana Energia of $65 million,
Gener of $35 million and Buffalo Gap of $33 million

Payments for financed capital expenditures @&0b3illion primarily at Mong Duong of $272 million; partialbffset by

Issuances of recourse and non-recourse del®& 8ffillion including new issuances at the Pareminany of $1.5 billion, Gener of
$700 million, Mong Duong of $298 million, Eletrodawf $253 million, Cochrane of $173 million, IPIf $130 million and Tieté of
$129 million.

Net cash used in financing activities was $635iamilduring the nine months ended September 30, 20h8 was primarily attributable

to the following:

Repayments of recourse and non-recourse def.6fbillion included amounts at the Parent Compafriy1.2 billion, Masinloc of
$546 million, DPL of $425 million, Tieté of $396 Wdn, El Salvador of $301 million, IPL of $110 ridn, Warrior Run of $93
million, Puerto Rico of $65 million, Maritza of $5illion, Sonel of $46 million and Sul of $40 mdl;

Payments for financed capital expenditures 486 million , primarily at Mong Duong for paymertitsthe contractors which took
place more than three months after the associauggraent was purchased or work performed;

Distributions to noncontrolling interests of $&illion included amounts at Tieté of $154 millid@rasiliana Energia of $96 million,
Gener of $39 million and Buffalo Gap of $19 million

Payments for financing fees of $ 148 millimeluded amounts at Cochrane of $42 million, Eleédo of $25 million, Mong Duong ¢
$20 million and the Parent Company of $17 millipartially offset by

Issuances of recourse and non-recourse debB8&f Rillion , including amounts at the Parent Camypfor $750 million, DPL of $645
million, Masinloc of $500 million, Tieté of $496 Hion, Mong Duong of $339 million, El Salvador o8%0 million, IPL of $170
million, Sul of $150 million, Jordan of $138 millip Cochrane of $120 million, Warrior Run of $74 lioih and Kribi of $63 million;
and

Contributions from noncontrolling interests o15%7 million including amounts at Mong Duong of $58lion, Alto Maipo of $50
million and Cochrane of $34 million.

Net cash used in financing activities increased®20lion to $844 million during the nine monthsdsd September 30, 2014 compared

to net cash used in financing activities of $638iam during the nine months ended September 30320 his net increase was primarily due
to an increase in the repayments of recourse andewmurse debt of $ 162 million .
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Proportional Free Cash Flow (a non-GAAP measure)

We define Proportional Free Cash Flow as cash flowa operating activities less maintenance cagitglenditures (including non-
recoverable environmental capital expendituregysted for the estimated impact of noncontrollingerests. The proportionate share of cash
flows and related adjustments attributable to natrodling interests in our subsidiaries comprise pinoportional adjustment factor presente
the reconciliation below.

We exclude environmental capital expenditures dinatexpected to be recovered through regulatontractual or other mechanisms. An
example of recoverable environmental capital exjgares is IPL's investment in MATS-related envireemtal upgrades that are recovered
through a tracker. See ItemBusiness— US SBU — IPALCO — Environmental Maittettse 2013 Form 1@ for details of these investmen

The GAAP measure most comparable to proportiora@ fash flow is cash flows from operating actigitd/e believe that proportional
free cash flow better reflects the underlying basgperformance of the Company, as it measurestiegenerated by the business, after the
funding of maintenance capital expenditures, thay tre available for investing or repaying debt thieo purposes. Factors in this determine
include the impact of noncontrolling interests, véhAES consolidates the results of a subsidiaryishaot wholly-owned by the Company.

The presentation of free cash flow has materiatéitions. Proportional free cash flow should notbastrued as an alternative to cash
from operating activities, which is determined ataerdance with GAAP. Proportional free cash flovesioot represent our cash flow available
for discretionary payments because it excludegsitepayments that are required or to which we ftavemitted, such as debt service
requirements and dividend payments. Our definitibproportional free cash flow may not be compagablsimilarly titled measures presentec
by other companies

Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
(in millions)
Calculation of Maintenance Capital Expenditures forFree Cash Flow Reconciliation Below:
Maintenance Capital Expenditures $ 16 $ 166 $ 45¢ ¢ 52€
Environmental Capital Expenditures 62 72 17z 14E
Growth Capital Expenditures 29¢ 40t 1,11¢ 1,09t
Total Capital Expenditures $ 52¢ $ 64 $ 1,74¢ $ 1,76¢
Consolidated
Net cash provided by operating activities $ 76 $ 85t $ 1,216 $ 2,04
Less: Maintenance Capital Expenditures, net ofteince proceeds 16¢ 16€ 45¢ 52€
Less: Non-recoverable Environmental Capital Expiemels 16 22 52 69
Free Cash Flow $ 57¢ % 667 $ 706 $ 1,44t
Reconciliation of Proportional Operating Cash Flow
Net cash provided by operating activities $ 76 $ g5t $ 1,21 $  2,04C
Less: Proportional Adjustment Factor 20€ 327 251 694
Proportional Operating Cash Flow $ 55t % 52¢ % 96 $  1,34¢
Proportional
Proportional Operating Cash Flow $ 55 $ 52¢ $ 965 $  1,34¢
Less: Proportional Maintenance Capital Expenditunes of reinsurance proceetis 11€ 114 322 372
Less: Proportional Non-recoverable Environmentgli@hExpenditure§’ 12 17 39 51
Proportional Free Cash Flow $ 427 $ 397 $ 604 $ 92:

®The proportional adjustment factor, proportionaimenance capital expenditures (net of reinsuranoeeeds), and proportional non-recoverable enmiertal capital expenditures are
calculated by multiplying the percentage owned bg-nontrolling interests for each entity by itsremponding consolidated cash flow metric and addmthe resulting figures. For example, the Company
owns approximately 70% of AES Gener, its subsidiar@€hile. Assuming a consolidated net cash floanfroperating activities of $100 from AES Gener, gheportional adjustment factor for AES Gener
would equal approximately $30 (or $100 x 30%). Tuempany calculates the proportional adjustmenbfdar each consolidated business in this manneérttaen adds these amounts together to determine
the total proportional adjustment factor used mribconciliation. The proportional adjustment factay differ from the proportion of income attribibte to non-controlling interests as a result phn-
cash items which impact income but not cash andBE8’ ownership interest in the subsidiary wherehsitems occur.

Proportional Free Cash Flow for the three montltedrSeptember 30, 2014 compared to the three menttexl September 30, 2013
increased $30 million , driven by higher Proporéib®perating Cash Flow and lower Proportional Necerverable Environmental Capital

Expenditures. This performance was driven primdnjyjincreases from the following SBUs and key ofjegadrivers:

e US —driven by higher operating cash flow at the USitig driven by lower working capital requiremeatsd higher earnings; a
» Brazil —driven by Sul due to higher collections, partialf§set by higher energy purchases and higher tgmpats

These increases were partially offset by decreaises
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e Asia —driven by Masinloc due to lower earnings and higherking capital requiremen

» EMEA — driven by lower results for Wind entitidsiven by sale of UK Wind assets, sold in Augu3t4£ and lower collections at
Kavarna in Bulgaria as well as Kilroot in the Udkiven by lower earnings;

«  MCAC — driven by higher working capital requirents as a result of lower collections and timingne@entory in the Dominican
Republic.

Proportional Free Cash Flow for the nine monthsedrSeptember 30, 2014 compared to the nine montdesleéSeptember 30, 2013
decreased $319 million , driven by lower ProporioDperating Cash Flow, partially offset by loweoportional Maintenance and Non-
recoverable Environmental Capital Expendituress f@rformance was driven primarily by increasemftbe following SBUs and key
operating drivers:

e MCAC —driven by higher working capital requirements ie hominican Republic and Panau

» Brazil —driven by higher price of energy purchases andériggixes at Eletropaulo and Sul;
« EMEA — driven by lower operating margins andhegworking capital in the U.K. and lower collectfoat Maritza and Kavarna in
Bulgaria.

Parent Company Liquidity

The following discussion of Parent Company Liquidias been included because we believe it is aiusefasure of the liquidity
available to The AES Corporation, or the Parent gamy, given the non-recourse nature of most ofralebtedness. Parent Company
Liquidity as outlined below is a non-GAAP measune ahould not be construed as an alternative to @ag cash equivalents which are
determined in accordance with GAAP as a measuligutlity. Cash and cash equivalents are disclasdlde condensed consolidated
statements of cash flows. Parent Company Liquitiay differ from similarly titled measures used liljgy companies.

The principal sources of liquidity at the Parent@any level are:

« dividends and other distributions from our subsids including refinancing procee
» proceeds from debt and equity financings at thefaCompany level, including availability under auedit facilities; an
» proceeds from asset sa
Cash requirements at the Parent Company levelramagly to fund:
* interest
e principal repayments of de
* acquisitions
e construction commitmen
e other equity commitment
» common stock repurchas
+ taxes
» Parent Company overhead and development cost
» dividends on common stot

The Company defines Parent Company Liquidity ab easilable to the Parent Company plus availabteoladngs under existing credit
facilities. The cash held at qualified holding canjes represents cash sent to subsidiaries ofdhg&ny domiciled outside of the U.S. Such
subsidiaries have no contractual restrictions eir tibility to send cash to the Parent Companyematompany Liquidity is reconciled to its
most directly comparable U.S. GAAP financial measticash and cash equivalents,” at the periodsatdd as follows:

Parent Company Liquidity September 30, 2014 December 31, 2013
(in millions)
Consolidated cash and cash equivalents $ 1,67C $ 1,64z
Less: Cash and cash equivalents at subsidiaries 1,441 1,51(C
Parent and qualified holding companies’ cash astl eguivalents 22¢ 132
Commitments under Parent credit facilities 80C 80C
Less: Letters of credit under the credit facilities (2) (1)
Borrowings available under Parent credit facilities 79¢ 79¢
Total Parent Company Liquidity $ 1,02¢ $ 931
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The Company paid a dividend of $0.05 per sharesstocammon stockholders during the three monthscSaptember 30, 2014 . While
we intend to continue payment of dividends andeveliwe will have sufficient liquidity to do so, wean provide no assurance we will be ab
continue the payment of dividends.

While we believe that our sources of liquidity Wik adequate to meet our needs for the foreseidbie, this belief is based on a
number of material assumptions, including, withiouitation, assumptions about our ability to accéescapital markets (séeey Trends and
UncertaintiesandGlobal Economic Consideratioms this Iltem 2), the operating and financial pemiance of our subsidiaries, currency
exchange rates, power market pool prices, andiifiyaof our subsidiaries to pay dividends. In &@th, our subsidiariesibility to declare an
pay cash dividends to us (at the Parent Compamy)le/subject to certain limitations containeddans, governmental provisions and other
agreements. We can provide no assurance thatsbasees will be available when needed or that thaesh cash requirements will not be
greater than anticipated. We have met our inteseds for shorter-term and working capital financahghe Parent Company level with our
senior secured credit facility. See Item 1A.Risk Factors “The AES Corporation is a holding company and iitglto make payments on
outstanding indebtedness, including its public delourities, is dependent upon the receipt of fdirais its subsidiaries by way of dividends,
fees, interest, loans or otherwise.” of the CommBA913 Form 10-K.

Various debt instruments at the Parent Company, lenatuding our senior secured credit facilitiesntain certain restrictive covenants.
The covenants provide for, among other items:

» limitations on other indebtedness, liens, investmiand guarantes

« limitations on dividends, stock repurchases anérmgluity transactior

» restrictions and limitations on mergers and &itjans, sales of assets, leases, transactiomsaffitiates and off-balance sheet and
derivative arrangements;

* maintenance of certain financial ratios;
« financial and other reporting requireme

As of September 30, 2014 , the Parent Company mvesmpliance with these covenants.
Non-Recourse Debt

While the lenders under our noeeourse debt financings generally do not havectierourse to the Parent Company, defaults theez
can still have important consequences for our tesidiloperations and liquidity, including, withdiritation:

» reducing our cash flows as the subsidiary wjti¢ally be prohibited from distributing cash tetRarent Company during the time
period of any default;

» triggering our obligation to make payments uraley financial guarantee, letter of credit or ottrexdit support we have provided to or
on behalf of such subsidiary;

e causing us to record a loss in the event the lefodecloses on the assets;
» triggering defaults in our outstanding debt atPlaeent Compan

For example, our senior secured credit facilitied autstanding debt securities at the Parent Coynipaiude events of default for certe
bankruptcy related events involving material sulasids. In addition, our revolving credit agreematnthe Parent Company includes events of
default related to payment defaults and acceleratid outstanding debt of material subsidiaries.

Some of our subsidiaries are currently in defautlhwespect to all or a portion of their outstamgdindebtedness. The total non-recourse
debt classified as current in the accompanying ensed consolidated balance sheet amounts to $208 biThe portion of current debt relat
to such defaults was $0.9 billion at Septembe2Ba4 , all of which was non-recourse debt relédettvo subsidiaries —Maritza and Kavarn

None of the subsidiaries that are currently in diéfare subsidiaries that met the applicable dédiniof materiality under AES’s
corporate debt agreements as of September 30,i2@tder for such defaults to trigger an eventefadlt or permit acceleration under AES'’s
indebtedness. However, as a result of additiorsglasiitions of assets, other significant reductiaresset carrying values or other matters ir
future that may impact our financial position ardults of operations or the financial positionh# tndividual subsidiary, it is possible that one
or more of these subsidiaries could fall within thedinition of a “material subsidiary” and therelyyon an acceleration trigger an event of
default and possible acceleration of the indebtssln@der the Parent Company’s outstanding debtisesuA material subsidiary is defined in
the Company's senior secured revolving creditifgals any business that contributed 20% or motb®Parent Company's total cash
distributions from businesses for the four mosergly completed fiscal quarters. As of September2804 , none of the defaults listed above
individually or in the aggregate results in ortisigk of triggering a cross-default under the rgse debt of the Company.
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Critical Accounting Policies and Estimates

The condensed consolidated financial statememd&ESS are prepared in conformity with U.S. GAAP, whiequires the use of estimates
judgments and assumptions that affect the repan@alints of assets and liabilities at the date efitrancial statements and the repol
amounts of revenue and expenses during the pgrredsnted. The Company’s significant accountingcigd are described in Note 1 —
General and Summary of Significant Accounting Redito the consolidated financial statements includhedur 2013 Form 10-K. The
Company’s critical accounting estimates are desdrih Management’s Discussion and Analysis of FererCondition and Results of
Operations included in the 2013 Form 10-K. An actimg estimate is considered critical if the esten@quires management to make an
assumption about matters that were highly uncedathe time the estimate was made, different edémreasonably could have been used, ol
if changes in the estimate that would have a nadtenipact on the Company’s financial condition esults of operations are reasonably likely
to occur from period to period. Management belighes the accounting estimates employed are apipteand resulting balances are
reasonable; however, actual results could difi@mfthe original estimates, requiring adjustmenthié&se balances in future periods. The
Company has reviewed and determined that thesenmexsaritical accounting policies as of and far thne months ended September 30,
2014 .

During the third quarter of 2014, the following &éuhal critical accounting estimate was employathwespect to the Company's sales
of noncontrolling interests:

Sales of Noncontrolling Interest

The accounting for a sale of noncontrolling intésesder the accounting standards depends on whbtheale is considered to be a sale
of in-substance real estate (as opposed to anydcaiitsaction), where the gain (loss) on sale wbeldecognized in earnings rather than withir
stockholders’ equity. If management's estimatiarcpss determines that there is no significant ve&y®nd the in-substance real estate, the
gain (loss) on the sale of the noncontrolling iegtiis recognized in earnings. However, if it ilsd@ined that significant value likely exists
beyond the in-substance real estate, the gain) @osthe sale of the noncontrolling interest wdoédrecognized within stockholders’ equity. In-
substance real estate is comprised of land plusowements and integral equipment. The determinatfomhether property, plant and
equipment is integral equipment is based on thaifsignce of the costs to remove the equipment fitsmaxisting location (including the cost
of repairing damage resulting from the removaljnbimed with the decrease in the fair value of tipeigment as a result of those removal
activities. When the combined total of removal saatd the decrease in fair value of the equipmeareexrls 10% of the fair value of the
equipment, the equipment is considered integraipagent. The accounting standards specifically idgpower plants as an example of in-
substance real estate. Where the consolidateg @ntithich noncontrolling interests have been smdtains in-substance real estate,
management estimates the extent to which thefaitalalue of the assets of the entity is represe:ty the in-substance real estate and wheth
significant value exists beyond the in-substaneéestate. This estimation considers all qualiatimd quantitative factors relevant for each
sale and, where appropriate, includes making cuading estimates about the fair value of the erityl its identifiable assets and liabilities
(including any favorable or unfavorable contrattg)nalogy to the accounting standards on busit@sdinations. As such, these estimates
may require significant judgment and assumptioimsilar to the critical accounting estimates prewlyudisclosed in our 2013 Form 10-K for
impairments and fair value.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Overview Regarding Market Risks

Our generation and utility businesses are expasadd proactively manage market risk. Our primagykat risk exposure is to the price
of commaodities, particularly electricity, oil, na#l gas, coal and environmental credits. We opénateultiple countries and as such are subjec
to volatility in exchange rates at varying degratthe subsidiary level and between our functieoatency, the U.S. Dollar, and currencies of
the countries in which we operate. We are also seghdo interest rate fluctuations due to our isseari debt and related financial instruments

These disclosures set forth in this Item 3 aredagpen a number of assumptions; actual effectsdiffer. The safe harbor provided in
Section 27A of the Securities Act of 1933 and $#cf1E of the Securities Exchange Act of 1934 sigllly to the disclosures contained in
this Item 3. For further information regarding metrkisk, see Item 1A. —Risk Factors Our financial position and results of operationsyna
fluctuate significantly due to fluctuations in cency exchange rates experienced at our foreignatdjigers, Our businesses may incur
substantial costs and liabilities and be exposepirice volatility as a result of risks associateithathe wholesale electricity markets, which
could have a material adverse effect on our finahgerformanceandWe may not be adequately hedged against our expéswhanges in
commodity prices or interest rate$the 2013 Form 10-K.

Commodity Price Risk

Although we prefer to hedge our exposure to theathpf market fluctuations in the price of eledtyicfuels and environmental credits,
some of our generation businesses operate undertehm sales or under contract sales that leave an
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un-hedged exposure on some of our capacity or gfiracuperfect fuel pass-throughs. In our utility inesses, we may be exposed to
commodity price movements depending on our exceskartfall of generation relative to load obligeats and sharing or pass-through
mechanisms. These businesses subject our opetatsnés to the volatility of prices for electtigj fuels and environmental credits in
competitive markets. We employ risk managementegjies to hedge our financial performance agaieseffects of fluctuations in energy
commodity prices. The implementation of these sgi@s can involve the use of physical and finaremahmodity contracts, futures, swaps anc
options.

When hedging the output of our generation assedsjtiize contract strategies that lock in the adrper MWh between variable costs
and the price at which the electricity can be sélte portion of our sales and purchases that arsutiject to such agreements or contracted
businesses where indexation is not perfectly matebéusiness drivers will be exposed to commoyplitye risk.

AES businesses will see changes in variable mgmgiformance as global commaodity prices shift. kerremainder of 2014, we project
pretax earnings exposure on a 10% move in commedites would be approximately $5 million for natugas, $5 million for oil and less tk
$5 million for coal. Our estimates exclude corrielatof oil with coal or natural gas. For examplelezline in oil or natural gas prices can be
accompanied by a decline in coal price if commogiiges are correlated. In aggregate, the Compatoyismside exposure occurs with lower
oil, lower natural gas, and higher coal prices. &pes at individual businesses will change asamwracts or financial hedges are executed,
and our sensitivity to changes in commodity prigeserally increases in later years with reducedi@ééelels at some of our businesses.

Commodity prices affect our businesses differeddpending on the local market characteristics &kdmanagement strategies. Spot
power prices, contract indexation provisions angegation costs can be directly or indirectly aféetby movements in the price of natural gas
oil and coal. We have some natural offsets acrasbusinesses such that low commodity prices magfitecertain businesses and be a cost t
others. Exposures are not perfectly linear or sytrimé& he sensitivities are affected by a numbeiooél or indirect market factors. Examples
of these factors include hydrology, local energykaasupply/demand balances, regional fuel supslyes, regional competition, bidding
strategies and regulatory interventions such a® maps. Operational flexibility changes the shafprur sensitivities. For instance, certain
power plants may limit downside exposure by redgciispatch in low market environments. Volume uéoraalso affects our commodity
exposure. The volume sold under contracts or retaitessions can vary based on weather and ecoromddions resulting in a higher or
lower volume of sales in spot markets. Thermal awéilability and hydrology can affect the genematoutput available for sale and can affect
the marginal unit setting power prices.

In the US SBU, the generation businesses are jaogaitracted but may have residual risk to thergxtentracts are not perfectly inde:
to the business drivers. IPL sells power at whdéegace retail demand is served, so retail salesadd may affect commodity exposure.
Additionally, at DPL, open access allows our retaitomers to switch to alternative suppliersjriglienergy prices may increase the rate at
which our customers switch to alternative suppliBxBL sells generation in excess of its retail dechander short-term sales. Given that
natural gadired generators set power prices for many marketfer natural gas prices expand margins. Thdipesmpact on margins will
moderated if natural gas-fired generators set theket price only during some periods.

In the Andes SBU, our business in Chile owns assate central and northern regions of the couatrg has a portfolio of contract sales
in both. In the central region, the contract sgkeserally cover the efficient generation from ooaldired and hydroelectric assets. Any resic
spot price risk will primarily be driven by the ammd of hydrological inflows. In the case of low lgélectric generation, spot price exposure i
capped by the ability to dispatch our natural gas&l assets which can be an expensive cap degeouifuel pricing at the time required.
There is a small amount of coal generation in thrthern region that is not covered by the portfoli@ontract sales and therefore subject to
spot price risk. In both regions, generators witloooil-linked fuel generally set power prices. Colombia, we operate under a sherm sale
strategy and have commodity exposure to un-hedgkoines. Because we own hydroelectric assets thengracts are not indexed to fuel.

In the Brazil SBU, the hydroelectric generatingilfgcis covered by contract sales. Under normalidmyogical volatility, spot price risk i
mitigated through a regulated sharing mechanismsacill hydroelectric generators in the countrydéirdrier conditions, the sharing
mechanism may not be sufficient to cover the bissheontract position, and therefore it may haveurwhase power at spot prices driven by
the cost of thermal generation.

In the MCAC SBU, our businesses have commodity sumoon un-hedged volumes. Panama is highly cdattamder a portfolio of
fixed volume contract sales. To the extent hydriglaignflows are greater than or less than the reantsales volume, the business will be
sensitive to changes in spot power prices which b@agiriven by oil prices in some time periods.Ha Dominican Republic, we own natural
gas-fired assets contracted under a portfolio afregt sales and a coal-fired asset contractedanstingle contract, and both contract and spot
prices may move with commaodity prices. Additionallye contract levels do not always match our gatimr availability and our assets may
sellers of spot prices in excess of contract legebs net buyer in the spot market to satisfy @mitobligations.
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In the EMEA SBU, our Kilroot facility operates orshort-term sales strategy. To the extent thassale un-hedged, the commodity risk
at our Kilroot business is to the clean dark spreathe difference between electricity price and owldmased variable dispatch cost including
emissions. Natural gas-fired generators set poweegpfor many periods, so higher natural gas prignerally expand margins and higher coze
or emissions prices reduce them. The positive itnpacenargins will be moderated if natural gas-figeherators set the market price only
during certain peak periods. At our Ballylumfordifdy, the regulator has the right to terminate ttontract, which would impact our
commodity exposure.

In the Asia SBU, our Masinloc business is a caadfigeneration facility which hedges its outputema portfolio of contract sales that
are indexed to fuel prices, with generation in esoaf contract volume or shortfalls of generatielative to contract volumes settled in the spo
market. Low oil prices may be a driver of margimmwession since oil affects spot power sale prices.

Foreign Exchange Rate Risk

In the normal course of business, we are exposéate@n currency risk and other foreign operatidsks that arise from investments in
foreign subsidiaries and affiliates. A key compdraithese risks stems from the fact that someuoffareign subsidiaries and affiliates utilize
currencies other than our consolidated reportimgeaey, the U.S. Dollar. Additionally, certain afioforeign subsidiaries and affiliates have
entered into monetary obligations in the U.S. Dadlacurrencies other than their own functionakeocies. We have varying degrees of
exposure to changes in the exchange rate betwedn. & Dollar and the following currencies: ArgestiPeso, Brazilian Real, British Pound,
Chilean Peso, Colombian Peso, Dominican Peso, utian Rupee, Kazakhstan Tenge, Mexican Peso hitiggine Peso. These subsidiaries
and affiliates have attempted to limit potentiakiign exchange exposure by entering into revenogads that adjust to changes in foreign
exchange rates. We also use foreign currency fasyamwaps and options, where possible, to managés@uelated to certain foreign currer
fluctuations.

We have entered into hedges to partially mitighéeetxposure of earnings translated into the U.8abio foreign exchange volatility.
The largest foreign exchange risks over a twelvetméorward-looking period are stemming from thédwing currencies: Argentine Peso,
British Pound, Brazilian Real, Colombian Peso, Eamd Kazakhstan Tenge. As of September 30, 204€unaing a 10% U.S. Dollar
appreciation, adjusted pretax earnings attributabfereign subsidiaries exposed to movement iretteange rate of the Argentine Peso,
Brazilian Real, British Pound, Colombian Peso, Eamd Kazakhstan Tenge relative to the U.S. Dolampaojected to be reduced by less than
$5 million for each currency for the remainder 612. These numbers have been produced by applying-ime 10% U.S. Dollar
appreciation to forecasted exposed pretax earfiimng014 coming from the respective subsidiarigzosed to the currencies listed above, net
of the impact of outstanding hedges and holdingthalker variables constant. The numbers presentackadre net of any transactional
gains/losses. These sensitivities may change ifuthee as new hedges are executed or existingdsealg unwound. Additionally, updates to
the forecasted pretax earnings exposed to foreighamge risk may result in further modification eT$ensitivities presented do not capture th
impacts of any administrative market restrictiongarrency inconvertibility.

Interest Rate Risks

We are exposed to risk resulting from changestirast rates as a result of our issuance of variahd fixed-rate debt, as well as interes
rate swap, cap and floor and option agreements.

Decisions on the fixed-floating debt ratio are mémlbe consistent with the risk factors faced liidual businesses or plants.
Depending on whether a plant’s capacity paymentswenue stream is fixed or varies with inflatiarg partially hedge against interest rate
fluctuations by arranging fixed-rate or variabl¢erinancing. In certain cases, particularly fonfrecourse financing, we execute interest rate
swap, cap and floor agreements to effectively fidirait the interest rate exposure on the undedyfinancing. Most of our interest rate risk is
related to non-recourse financings at our busirsesse

As of September 30, 2014 , the portfolio’s pretasnégs exposure for the remainder of 2014 to ald@¥ispoint increase in interest ra
for our Argentine Peso, Brazilian Real, Colombias® Euro, Kazakhstani Tenge and U.S. Dollar denated debt would be approximately
$10 million based on the impact of a one time, b@6is-point upward shift in interest rates on egéexpense for the debt denominated in
these currencies. The amounts do not take intouatdbe historical correlation between these irsterates.

ITEM 4. CONTROLS AND PROCEDURE!
Evaluation of Disclosure Controls and Procedures

The Company, under the supervision and with thégaation of its management, including the CompargEO and Chief Financial
Officer (“CFQ"), evaluated the effectiveness of‘ilésclosure controls and procedures,” as such terdefined in Rule 13a-15(e) under the
Securities Act of 1934, as amended (the “Exchang®) Aas of the end of the period covered by thigerly Report on Form 10-Q. Based on
that evaluation, our CEO and CFO have concludeidotina
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disclosure controls and procedures were effectvef &eptember 30, 2014 to ensure that informaggnired to be disclosed by the Company
in reports that we file or submit under the ExclteaAgt is recorded, processed, summarized and egpwithin the time periods specified in
SEC rules and forms, and include controls and phees designed to ensure that information requodsk disclosed by us in such reports is
accumulated and communicated to our managemehiding our CEO and CFO, as appropriate, to allaaety decisions regarding required
disclosure.

Changes in Internal Controls over Financial Reportng

On May 14, 2013, The Committee of Sponsoring Omgtions of the Treadway Commission (“*COSQ”) issardipdated version of its
Internal Control - Integrated Framework (the “20r@mework”). Originally issued in 1992 (the “199&mework”), the framework helps
organizations design, implement and evaluate tleetdfeness of internal control concepts and sifpplieir use and application. The 1992
Framework remains available during the transitierige, which extends to December 15, 2014, aftachvtime COSO will consider it as
superseded by the 2013 Framework. We have revidgveeB013 Framework and integrated the changegshiet€ompany’s internal controls
over financial reporting. We expect that managemerssessment of the overall effectiveness of mtermal controls over financial reporting
for the year ending December 31,2014 will be basethe 2013 Framework and that the change wilbeatignificant to our overall control
structure over financial reporting.

As of September 30 2014, there were no changestleatred during the fiscal quarter covered by @usirterly Report on Form 10-Q
that have materially affected, or are reasonaksjyjito materially affect, our internal control avf@ancial reporting.
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PART Il: OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company is involved in certain claims, suitd sgal proceedings in the normal course of busirElse Company has accrued for
litigation and claims where it is probable thatadility has been incurred and the amount of l@ss lee reasonably estimated. The Company
believes, based upon information it currently peses and taking into account established reseovestimated liabilities and its insurance
coverage, that the ultimate outcome of these prbinge and actions is unlikely to have a materiakease effect on the Company’s financial
statements. It is reasonably possible, howevet sttrae matters could be decided unfavorably t@Chvapany and could require the Company
to pay damages or make expenditures in amountsdloéd be material but cannot be estimated as pfe@eer 30, 2014 .

In 1989, Centrais Elétricas Brasileiras S.A. (“Edéras”) filed suit in the Fifth District Court ilhe State of Rio de Janeiro (“FDC")
against Eletropaulo Eletricidade de S&o Paulo SEEDSP”) relating to the methodology for calcutegimonetary adjustments under the
parties’ financing agreement. In April 1999, the@Bund for Eletrobras and in September 2001, &te#s initiated an execution suit in the
FDC to collect approximately R$1.53 billion ( $628llion ) from Eletropaulo (as estimated by Eletojp) and a lesser amount from an
unrelated company, Companhia de Transmisséo dgiarieétrica Paulista (‘CTEEP”) (Eletropaulo andEHP were spun off of EEDSP
pursuant to its privatization in 1998). In NovemB@02, the FDC rejected Eletropaulo’s defensebérekecution suit. On appeal, the case wa
remanded to the FDC for further proceedings tordatee whether Eletropaulo is liable for the debhtDiecember 2012, the FDC issued a
decision that Eletropaulo is liable for the debowéver, that decision was annulled on appeal amddlse was remanded to the FDC for furthe
proceedings. On remand at the FDC, the FDC hasirtppgcan accounting expert who will issue a reparthe amount of the alleged debt and
the responsibility for its payment in light of tpevatization. The parties will be entitled to tatiscovery and present arguments on the isst
be determined by the expert. If the FDC again fiBlgropaulo liable for the debt, after the amounfrihe alleged debt is determined, Eletrobra
will be entitled to resume the execution suit ia #EDC. If Eletrobras does so, Eletropaulo will bguired to provide security for its alleged
liability. In that case, if Eletrobras requests sieé&zure of such security and the FDC grants seghest, Eletropaulo’s results of operations ma
be materially adversely affected and, in turn,@lmenpany’s results of operations could be materidlyersely affected. In addition, in
February 2008, CTEEP filed a lawsuit in the FDCimgfeEletrobras and Eletropaulo seeking a declamdtiat CTEEP is not liable for any debt
under the financing agreement. Eletropaulo beliéveas meritorious defenses to the claims assagathst it and will defend itself vigorously
in these proceedings; however, there can be noaas=ss that it will be successful in its efforts.

In September 1996, a public civil action was asskaainst Eletropaulo and Associacdo Desportivaual Eletropaulo (the
“Associagéo”) relating to alleged environmental da® caused by construction of the Associa¢do neardpiranga Reservoir. The initial
decision that was upheld by the Appellate CouthefState of S&o Paulo in 2006 found that Eletrlapsinould repair the alleged environme
damage by demolishing certain construction andesting the area, and either sponsor an envirorahprdject which would cost
approximately R$1.6 million ( $656 thousand ) aSeptember 30, 2014, or pay an indemnification arhofiapproximately R$15 million ( $6
million ). Eletropaulo has appealed this decismthie Supreme Court and the Supreme Court affitimedecision of the Appellate Court.
Following the Supreme Court’s decision, the caselde®en remanded to the court of first instancéuidher proceedings and to monitor
compliance by the defendants with the terms offision. In January 2014, Eletropaulo informeddbiert that it intended to comply with the
court’s decision by donating a green area insigegection zone and restore watersheds, the aggregst of which is expected to be
approximately R$1.6 million ( $656 thousandletropaulo also requested that the court adatiirent owner of the land where the Associi
facilities are located, Empresa Metropolitana deidgie Energia S.A. (‘EMAE”), as a party to the laitvand order EMAE to perform the
demolition and reforestation aspects of the cowd#sision. In July 2014, the court requested theredary of the Environment for the State of
S&o Paulo to notify the court of its opinion regagdthe acceptability of the green areas to be thohly Eletropaulo to the State of S&o Paulo.

In December 2001, Gridco Ltd. ("Gridco") servedadice to arbitrate pursuant to the Indian Arbitvatand Conciliation Act of 1996 on
the Company, AES Orissa Distribution Private LiditBAES ODPL"), and Jyoti Structures (“Jyoti”) pwant to the terms of the shareholders
agreement between Gridco, the Company, AES ODRIitj dpd the Central Electricity Supply Company afsSa Ltd. ("CESCQ"), an affiliate
of the Company. In the arbitration, Gridco assetted a comfort letter issued by the Company imeation with the Company's indirect
investment in CESCO obligates the Company to peeidditional financial support to cover all of CE3€ financial obligations to Gridco.
Gridco appeared to be seeking approximately $18&min damages, plus undisclosed penalties atetaést, but a detailed alleged damage
analysis was not filed by Gridco. The Company cerstdimed against Gridco for damages. In June 280@#0-1 majority of the arbitral
tribunal rendered its award rejecting Gridco’slaiand holding that none of the respondents, tmepaay, AES ODPL, or Jyoti, had any
liability to Gridco. The respondents’ counterclaimere also rejected. A majority of the tribunakladwarded the respondents, including the
Company, some of their costs relating to the aatin. Gridco filed challenges of the tribunal'saagls with the local Indian court. Gridco's
challenge of the costs award has been dismiss#iebgourt, but its challenge of the liability award
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remains pending. The Company believes that it hartonious defenses to the claims asserted agaisstl will defend itself vigorously in
these proceedings; however, there can be no asggrémat it will be successful in its efforts.

In March 2003, the office of the Federal Publicdemutor for the State of S&o Paulo, Brazil (“MP#gjified Eletropaulo that it had
commenced an inquiry into the BNDES financings fed to AES Elpa and AES Transgas, the rationilag lprovided to Eletropaulo, chan
in the control of Eletropaulo, sales of assets leyr&paulo, and the quality of service providedHdgtropaulo to its customers. The MPF
requested various documents from Eletropaulo rejat these matters. In July 2004, the MPF filgdiblic civil lawsuit in the Federal Court
S&o Paulo (“FCSP”) alleging that BNDES violated L84#29/92 (the Administrative Misconduct Act) and BES's internal rules by:

(1) approving the AES Elpa and AES Transgas log@)sxtending the payment terms on the AES Elpa&®8 Transgas loans;

(3) authorizing the sale of Eletropaulo’s prefersbdres at a stock-market auction; (4) acceptiey@daulo’s preferred shares to secure the
loan provided to Eletropaulo; and (5) allowing thstructurings of Light Servigos de Eletricidadé.Sand Eletropaulo. The MPF also named
AES Elpa and AES Transgés as defendants in thailabecause they allegedly benefited from BNDEJ&ged violations. In May 2006, the
FCSP ruled that the MPF could pursue its claimgdtas the first, second, and fourth alleged viotsinoted above. The MPF subsequently
filed an interlocutory appeal with the Federal GaafrAppeals (“FCA”) seeking to require the FCSRtmsider all five alleged violations. The
lawsuit remains before the FCSP, but the FCSP Ussesded the lawsuit pending a decision on MPEeslatutory appeal. AES Elpa and A
Brasiliana (the successor of AES Transgéas) belieee have meritorious defenses to the allegatisesréed against them and will defend
themselves vigorously in these proceedings; howelrere can be no assurances that they will beessgtu in their efforts.

Pursuant to their environmental audit, AES Sul AB$ Florestal discovered 200 barrels of solid coémsvaste and other contaminant
a pole factory that AES Florestal had been opagaliihe conclusion of the audit was that a priorratme of the pole factory, Companhia
Estadual de Energia (“CEEE”"), had been using tlsosgaminants to treat the poles that were manufedtat the factory. On their initiative,
AES Sul and AES Florestal communicated with Branilauthorities and CEEE about the adoption of @omtant and remediation measures
March 2008, the State Attorney of the State of ®iande do Sul, Brazil filed a public civil actioganst AES Sul, AES Florestal and CEEE
seeking an order requiring the companies to recthveecontaminated area located on the groundsegfdle factory and an indemnity payment
(approximately R$6 million ( $2 million )) to theté@e’s Environmental Fund. In October 2011, theeS#dtorney Office filed a request for an
injunction ordering the defendant companies to @iorind remove the contamination immediately. Tawetcgranted injunctive relief on
October 18, 2011, but determined only that defen@&EE was required to proceed with the removakwior May 2012, CEEE began the
removal work in compliance with the injunction. Tiiemoval costs are estimated to be approximateB0RSillion ( $25 million) and the worl
was completed in February 2014. In parallel with ttmoval activities, a court-appointed expert gtigmtion took place, which was concluded
in May 2014. The parties have until November 2@l gresent their response to the report of the eappbinted expert. The case is in the
evidentiary stage awaiting the production of therte expert opinion on several matters, includivtgch of the parties had utilized the
products found in the area. The Company believassitinas meritorious defenses to the claims asdagainst it and will defend itself
vigorously in these proceedings; however, therebeano assurances that it will be successful iefftrts.

In January 2004, the Company received notice ¢faartiulation of Charges” filed against the Companyhe Superintendence of
Electricity of the Dominican Republic. In the “Foafation of Charges,” the Superintendence asseaitsltle existence of three generation
companies (Empresa Generadora de Electricidad, I&Bo (“Itabo”), Dominican Power Partners, and AE&lres BV) and one distribution
company (Empresa Distribuidora de Electricidadikte, S.A. (“Este”)) in the Dominican Republic, leites certain cross-ownership
restrictions contained in the General ElectricigmLof the Dominican Republic. In February 2004, @mnpany filed in the First Instance Cc
of the National District of the Dominican Repubdin action seeking injunctive relief based on sdwamastitutional due process violations
contained in the “Formulation of Charges” (“Condiibnal Injunction”). In February 2004, the Couragted the Constitutional Injunction and
ordered the immediate cessation of any effectheffEormulation of Charges,” and the enactmentigySuperintendence of Electricity of a
special procedure to prosecute alleged antitrusiptaints under the General Electricity Law. In Mag&004, the Superintendence of Electricity
appealed the Court’s decision. In July 2004, then@any divested any interest in Este. The Superilgiece of Electricity’s appeal remains
pending. The Company believes it has meritoriodsré®s to the claims asserted against it and eféire itself vigorously in these
proceedings; however, there can be no assuraragi$ Will be successful in its efforts.

In March 2009, AES Uruguaiana Empreendimentos 8A4ESU") in Brazil initiated arbitration in the letnational Chamber of
Commerce (“ICC”") against YPF S.A. (“YPF”) seekingndages and other relief relating to YPF's breactnefparties’ gas supply agreement
(“GSA"). Thereafter, in April 2009, YPF initiatedlztration in the ICC against AESU and two unredgparties, Companhia de Gas do Estado
do Rio Grande do Sul and Transportador de Gas detddur S.A. (“TGM"), claiming that AESU wrongfultgrminated the GSA and caused
the termination of a transportation agreement (“JTBétween YPF and TGM (“YPF Arbitration”). YPF sdugn unspecified amount of
damages from AESU, a declaration that YPF's peréorte was excused under the GSA due to certairedlifiegce majeure events, or, in the
alternative, a declaration that the GSA and thesiiguld be terminated without a finding of liabildgainst YPF because of the allegedly
onerous
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obligations imposed on YPF by those agreementadtlition, in the YPF Arbitration, TGM asserted tHat was determined that AESU was
responsible for the termination of the GSA, AESWswable for TGM's alleged losses, including losseser the TA. In April 2011, the
arbitrations were consolidated into a single prdagg The hearing on liability issues took placéecember 2011. In May 2013, the arbitral
Tribunal issued a liability award in AESU's favdiPF thereafter challenged the award in Argentingricdn June 2014, at AESU's request, a
Uruguayan court temporarily enjoined YPF from pimglits action in the Argentine court, pendingraafidetermination by the Uruguayan
court on whether YPF is entitled to challenge thbility award in the Argentine court. YPF has nomplied with the temporary injunction to
date. In August 2014, a Uruguayan appellate cessudd a decision declaring that only the Uruguagamts have jurisdiction to review awards
in the arbitration and that the Tribunal must disrel litigation outside of Uruguay when decidinguiss in the arbitration. In October 2014, an
Argentine appellate court issued a decision puipgto suspend the arbitration, and later issuedrdar threatening sanctions against
violations of its decision. Given the competingidiEms of the Uruguayan and Argentine courts, thbuhal has suspended the damages pha:
of the arbitration until February 2, 2015, at whithe the Tribunal will consider whether to liftalsuspension. In the meantime, the Tribunal
has asked the parties to remove any alleged obstexthe progress of the arbitration. AESU bebdvdas meritorious claims and defenses
and will assert them vigorously; however, there lsamo assurances that it will be successful iaff@rts.

In April 2009, the Antimonopoly Agency in Kazakhstaitiated an investigation of certain power salétlst-Kamenogorsk HPP (“UK
HPP”) and Shulbinsk HPP, hydroelectric plants u&le® concession (collectively, the “Hydros”). Thethmonopoly Agency determined that
the Hydros had abused their market position ancgeltemonopolistically high prices for power fromndary-February 2009. The Agency
sought an order from the administrative court reqgiUK HPP to pay an administrative fine of approately KZT 120 million ( $648
thousand ) and to disgorge profits for the peribdsue, estimated by the Antimonopoly Agency t@approximately KZT 440 million ( $2
million ). No fines or damages have been paid te, dzowever, as the proceedings in the adminiggaturt have been suspended due to the
initiation of related criminal proceedings agaiaficials of the Hydros. In the course of crimimabceedings, the financial police expanded th
periods at issue to the entirety of 2009 for UK HPi from January-October 2009 for Shulbinsk HPE, sought increased damages of KZT
1.2 billion ( $6 million ) from UK HPP and KZT 1illion ( $7 million ) from Shulbinsk HPP. The Hyal believe they have meritorious
defenses and will assert them vigorously in thesegedings; however, there can be no assurandehdyawill be successful in their efforts.

In October 2009, AES Mérida lll, S. de R.L. de C(XES Mérida), one of our businesses in Mexicdjated arbitration against its fuel
supplier and electricity offtaker, Comisién FedatelElectricidad (“CFE”"), seeking a declarationtt6&E breached the partiggdwer purchas
agreement (“PPA”) by supplying gas that did not pbnwith the PPA’s specifications. AlternativelyE& Mérida requested a declaration that
the supply of such gas by CFE is a force majeueataunder the PPA. CFE disputed the claims. Althatidid not assert counterclaims, in its
closing brief CFE asserted that it is entitled fmagtial refund of the capacity charge paymentsithaade for power generated with the out-of-
specification gas. In July 2012, the arbitral Triblissued an award in AES Mérida’s favor. In Deben012, CFE initiated an action in
Mexican court seeking to nullify the award. AES Méropposed the request and asserted a countetclaiomfirm the award. In February
2014, the court rejected CFE's claims and grante8 Mérida's request to confirm the award. CFE pagaled the court's decision. AES
Mérida believes it has meritorious grounds to dette@t action; however, there can be no assurahe¢d will be successful.

In October 2009, IPL received a Notice of ViolatigNOV”) and Finding of Violation from the EPA purant to the Clean Air Act
(“CAA") Section 113(a). The NOV alleges violationkthe CAA at IPL’s three primarily coal-fired ekgic generating facilities dating back to
1986. The alleged violations primarily pertain e Prevention of Significant Deterioration and rttaiament New Source Review
requirements under the CAA. Since receiving thietetPL management has met with EPA staff regargiossible resolutions of the NOV. At
this time, we cannot predict the ultimate resolutd this matter. However, settlements and litigatatcomes of similar cases have required
companies to pay civil penalties, install additigmallution control technology on coal-fired elactgenerating units, retire existing generating
units, and invest in additional environmental petge A similar outcome in this case could have #enie impact to IPL and could, in turn, hi
a material impact on the Company. IPL would seekvery of any operating or capital expenditureatesl to air pollution control technology
to reduce regulated air emissions; however, thanebe no assurances that it would be successtiuhinregard.

In November 2009, April 2010, December 2010, Ap@L1, June 2011, August 2011, November 2011, anolb®c2014, substantially
similar personal injury lawsuits were filed by daticof 50 residents and decedent estates in theiidcem Republic against the Company, AES
Atlantis, Inc., AES Puerto Rico, LP, AES Puerto®itnc., and AES Puerto Rico Services, Inc., inSaperior Court for the State of Delawe
In each lawsuit, the plaintiffs allege that thelamambustion by-products of AES Puerto Rico’s poplant were illegally placed in the
Dominican Republic from October 2003 through Ma2€94 and subsequently caused the plaintiffs’ efects, other personal injuries,
and/or deaths. The plaintiffs did not quantify tredleged damages, but generally alleged that éineyentitled to compensatory and punitive
damages. The Company is not able to estimate danihigay, at this time. The AES defendants mowedartial dismissal of both the
November 2009 and Apt
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2010 lawsuits on various grounds. In July 2011 ,Shperior Court dismissed the plaintiffs’ interioatl law and punitive damages claims, but
held that the plaintiffs had stated intentionat,toegligence, and strict liability claims undermiaican law, which the Superior Court found
governed the lawsuits. The Superior Court grarttedptaintiffs leave to amend their complaints inadance with its decision, and in
September 2011, the plaintiffs in the November 2808 April 2010 lawsuits did so. In November 20thk, AES defendants again moved for
partial dismissal of those amended complaints,iafth lawsuits, the Superior Court dismissedpiaéntiffs' claims for future medical
monitoring expenses but declined to dismiss tHainms under Dominican Republic Law 64-00. The AESeddants filed an answer to the
November 2009 lawsuit in June 2012. The SuperiarCuas stayed the six lawsuits filed between A2010 and November 2011, and n

also stay the October 2014 lawsuit. Presently odisiy is proceeding only in the November 2009 laiwsin causation and exposure issues.
AES defendants believe they have meritorious defeasd will defend themselves vigorously; howethate can be no assurances that they
will be successful in their efforts.

On December 21, 2010, AES-3C Maritza East 1 EOO#¢hvowns a 670 MW lignite-fired power plant in Batia, made the first in a
series of demands on the performance bond sedimngpnstruction Contractor’s obligations undergheties’ EPC Contract. The Contractor
failed to complete the plant on schedule. The ttabunt demanded by Maritza under the performannd kvas approximately €155 million.
The Contractor obtained an injunction from a lowegnch court purportedly preventing the issuingktfaom honoring the bond
demands. However, the Versailles Court of Appeatebed the injunction in July 2011, and thereftreissuing bank paid the bond demands
in full. In addition, in December 2010, the Contracstopped commissioning of the power plant’s twds, allegedly because of the purported
characteristics of the lignite supplied to it fanemissioning. In January 2011, the Contractoratstil arbitration on its lignite claim, seeking ar
extension of time to complete the power plant,ramdase to the contract price, and other reliefuting in relation to the bond demands. The
Contractor later added claims relating to the a&tegnavailability of the grid during commissionifdaritza rejected the Contractor’s claims
and asserted counterclaims for delay liquidatedadga® and other relief relating to the Contractfaileire to complete the power plant and
other breaches of the EPC Contract. Maritza alsnitated the EPC Contract for cause and assenémadion claims against the Contractor
relating to the termination. The Contractor asskectmunterclaims relating to the termination. Thenttactor is seeking approximately €240
million ( $304 million ) in the arbitration, plusterest and costs. The evidentiary hearing tookeptan November 27-December 6, 2013, and
January 6-17, 2014. Closing arguments were healayn21-22, 2014. The parties are awaiting the Undl's award. Maritza believes it has
meritorious claims and defenses and will asserhthigorously in these proceedings; however, tharelle no assurances that it will be
successful in its efforts.

On February 11, 2011, Eletropaulo received a naicgolation from S&o Paulo State’s Environmemtathorities for allegedly
destroying 0.32119 hectares of native vegetatidghea€Conservation Park of Serra do Mar (“Park”theut previous authorization or license.
The notice of violation asserted a fine of appraadety R$1 million ( $410 thousand ) and the susieensf Eletropaulo activities in the Park.
As a response to this administrative procedurerbdfte S&o Paulo State Environmental Authoriti€&i¢' Paulo EA”), Eletropaulo timely
presented its defense on February 28, 2011 seekivacate the notice of violation or reduce the film December 2011, the S&o Paulo EA
declined to vacate the notice of violation but ggtaed the possibility of 40% reduction of the fih&letropaulo agrees to recover the affectec
area with additional vegetation. Eletropaulo hasappealed the decision and is now discussingetimest of a possible settlement with the S&o
Paulo EA, including a plan to recover the affeciegha by primarily planting additional trees. In k2012, the State of Sdo Paulo Prosecsitol
Office of S&o Bernardo do Campo initiated a Civibéeeding to review the compliance by Eletropaduith the terms of any possible
settlement. Eletropaulo has had several meetingdield inspections to settle the details of theokeery project. Eletropaulo was informed by
the Park Administrator that the area where thevegoproject was to be located was no longer aklarhe Park Administrator subsequently
approved a new area for the recovery project. &betnlo is currently awaiting the draft of the agneat by the environmental agency, and
expects to proceed with the recovery project aétaching agreement with the environmental agency.

In February 2011, a consumer protection group,&.0onsumidores (“SOSC"), filed a lawsuit in that8tof Sdo Paulo Federal Court
against the Brazilian Regulatory Agency (“ANEELBletropaulo and all other distribution companiethi@ State of Sdo Paulo, claiming that
the distribution companies had overcharged custefioerelectricity. SOSC asserted that the distitsutompanies’ tariffs had been incorrectly
calculated by ANEEL, and that the tariffs were rieggi to be corrected from the effective dates efriflevant concession contracts. SOSC
asserted that ANEEL erred in May 2010, when thenageorrected the alleged error going forward ladiared that the tariff calculations m
in the past were correct. Eletropaulo opposedatsiiit on the ground that it had not wrongfullyleoled amounts from its customers, as its
tariffs had been calculated in accordance withctivecession contract with the Federal Government’@igEL's rules. Subsequently, the
lawsuit was transferred to the Federal Court obB#dbrizonte ("FCBH"), which was presiding over demilawsuits against other distribution
companies and ANEEL. In January 2014, the FCBH wised the lawsuit against Eletropaulo and the atfstribution companies ("January
2014 Decision"). An appeal was filed in May 2014t that appeal was unsuccessful. The January 2@t#&ibn has become final and
unappealable. SOSC's lawsuit will continue agaEEL. If SOSC ultimately
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prevails against the agency, it is possible thabS@nay file a new lawsuit against Eletropaulo segkefunds. Eletropaulo would vigorously
defend itself in any such lawsuit.

In June 2011, the S&o Paulo Municipal Tax Authd(tite “Municipality”) filed 60 tax assessments idid3Paulo administrative court
against Eletropaulo, seeking to collect servicgg'#®S") that allegedly had not been paid on raxenfor services rendered by Eletropaulo.
Eletropaulo challenged the assessments on the djtbanhthe revenues at issue were not subject3oliSOctober 2013, the First Instance
Administrative Court determined that Eletropaulosviable for ISS, interest, and related penalti¢aling approximately R$2.86 billion ( $1.17
billion ) as estimated by Eletropaulo. Eletropalds appealed to the Second Instance Administr&et. No tax is due while the appeal is
pending. Eletropaulo believes it has meritoriougdses to the assessments and will defend itggdfously in these proceedings; however,
there can be no assurances that it will be suadessts efforts.

In January 2012, the Brazil Federal Tax Authoriiyuied an assessment alleging that AES Tieté p8idmd COFINS taxes from 2007 to
2010 at a lower rate than the tax authority beliewas applicable. AES Tieté challenged the assa#smnethe ground that the tax rate was set
in the applicable legislation. In April 2013, thadt Instance Administrative Court determined th&iS Tieté should have calculated the tax
the higher rate and that AES Tieté was liable fguaid taxes, interest and penalties totaling apprately R$854 million ( $350 million ) as
estimated by AES Tieté. AES Tieté has filed an appethe Second Instance Administrative Court.t&ois due while the appeal is pending.
AES Tieté believes it has meritorious defensefi¢octaim and will defend itself vigorously in thge®ceedings; however, there can be no
assurances that it will be successful in its effort

In August 2012, Fondo Patrimonial de las Empressfsiadas (“FONPER”) (the Dominican instrumentatiigt holds the Dominican
Republic’s shares in Empresa Generadora de Elgtddtabo, S.A. (“Itabo”)) filed a criminal compie against certain current and former
employees of AES. The criminal proceedings incladelated civil component initiated against Coali#ddo, Ltd. (“Coastal”) (the AES
affiliate shareholder of Itabo) and New Caribbeavestment, S.A. (“NCI") (the AES affiliate that mages Itabo). FONPER asserts claims
relating to the alleged mismanagement of Itabosasks approximately $270 million in damages. Themaan District Attorney (“DA”) has
admitted the criminal complaint and is investiggtthe allegations set forth therein. In Septemi®d22 one of the individual defendants
responded to the criminal complaint, denying tharghs and seeking an immediate dismissal of san#piil 2013, the DA requested that the
Dominican Camara de Cuentas ("Camara") perforrudit af the allegations in the criminal complaifhe audit is ongoing and the Camara
has not issued its report to date. Further, in Au@012, Coastal and NCI initiated an internatiaréitration proceeding against FONPER and
the Dominican Republic, seeking a declaration @@dstal and NCI have acted both lawfully and iroagance with the relevant contracts with
FONPER and the Dominican Republic in relation ® tflenagement of Itabo. Coastal and NCI also seeklaration that the criminal
complaint is a breach of the relevant contractasben the parties, including the obligation to aeté disputes. Coastal and NCI further seek
damages from FONPER and the Dominican Republidtnregdrom their breach of contract. FONPER and Eraminican Republic have deni
the claims and challenged the jurisdiction of tH&teal Tribunal. The Tribunal has established ph@cedural schedule for the arbitration, but
has not yet scheduled the final evidentiary hearling AES defendants believe they have meritorataisns and defenses, which they will
assert vigorously; however, there can be no assesahat they will be successful in their efforts.

In April 2013, the East Kazakhstan Ecology Departtf#ED") issued an order directing AES Ust-Kameask CHP ("UK CHP") to
pay approximately KZT 720 million ( $3.9 millioni) damages ("April 2013 Order”). The ED claimedttbl& CHP was illegally operating
without an emissions permit for 27 days in Februdarch 2013. In June 2013, the ED filed a lawsuthwhe Specialized Interregional
Economic Court (the “Economic Court”) seeking tquige UK CHP to pay the assessed damages. UK Cétedfier filed a separate lawsuit
with the Economic Court challenging the April 20Q8Jer and the ED's allegations. In that lawsui\igust 2013, the Economic Court ruled
in UK CHP's favor and required the ED to vacateAbel 2013 Order. That ruling was upheld on twteimediate appeals and thereafter the
ED did not further appeal to the Kazakhstan Supr€mart. The Economic Court also dismissed the |&viided by the ED.

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfaas previously disclosed in our 2013 Form 10Ader Part 1 — Item 1A. -Risk
Factors.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES ANDUSE OF PROCEEDS

The following table presents information regardngchases made by The AES Corporation of its comstark:

Total Number of Shares Average Price Paid Per Total Number of Shares Repurchased as part of a  Dollar Value of Maximum Number Of Shares To

Repurchase Period Purchased Share Publicly Announced Purchase Plarf Be Purchased Under the Plaf®
7/1/2014 - 7/31/14 — 3 — — 3 299,636,73
8/1/2014 - 8/31/14 2,594,641 14.6% 2,594,641 261,596,64
9/1/2014 - 9/30/14 4,783,74. 14.57 4,783,74. 191,963,43
Total 7,378,38 ¢ — 7,378,38
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®See Note 11 —Equity, Stock Repurchase Prograémthe condensed consolidated financial statenieritsm 1. —Financial Statement®r further information on our stock
repurchase program.

®The authorization permits the Company to repurckémsek through a variety of methods, including opearket repurchases, purchases by contract (imgudiithout
limitation, accelerated stock repurchase progranib5-1 plans) and/or privately negotiated tratisas. There can be no assurance as to the antwminiy or prices of
repurchases, which may vary based on market condifind other factors. The stock repurchase prograynbe modified, extended or terminated by ther@oé Directors
at any time.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

31.1 Rulel3a-14(a)/15d-14(a) Certification afdéés Gluski (filed herewith).

31.2 Rule 13a-14(a)/15d-14(a) Certificationfbbmas M. O’'Flynn (filed herewith).
32.1 Section 1350 Certification of Andrés Glugiked herewith).

32.2 Section 1350 Certification of Thomas MF9hn (filed herewith).

101.INS XBRL Instance Document (filed herewith)

101.SCH XBRL Taxonomy Extension Schema Docun(fdat herewith).

101.CAL XBRL Taxonomy Extension Calculation kilase Document (filed herewith).
101.DEF XBRL Taxonomy Extension Definition Liv&kse Document (filed herewith).
101.LAB XBRL Taxonomy Extension Label Linkba3ecument (filed herewith).
101.PRE XBRL Taxonomy Extension Presentatiorkhase Document (filed herewith).
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

THE AES CORPORATION

(Registrant)
Date: November 5, 2014 By: /sl THOMAS M. O’'F LYNN
Name: Thomas M. O’'Flynn
Title: Executive Vice President and Chief Financial Offigerincipal

Financial Officer)

By: I/s/ SHARON A. V IRAG
Name: Sharon A. Virag
Title: Vice President and Controller (Principal Accounti@dficer)

66



Exhibit 31.1

CERTIFICATIONS

I, Andrés Gluski, certify that:

1.

2.

| have reviewed this Quarterly Report on Fo@vlof The AES Corporatio

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in thegtegint's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeatf, the registrant’s internal control over finaceporting.

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a) All significant deficiencies and material weakres in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a si@gniifiole in the
registrant’s internal control over financial repogt

Date: November 5, 2014

/ s/ A NDRES G LUSKI
Name: Andrés Gluski
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATIONS

I, Thomas M. O’Flynn, certify that:

1.

2.

| have reviewed this Quarterly Report on Fo@vlof The AES Corporatio

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in thegtegint's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeatf, the registrant’s internal control over finaceporting.

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a) All significant deficiencies and material weakres in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a si@gniifiole in the
registrant’s internal control over financial repogt

Date: November 5, 2014

/s THOMAS M. O’F LYNN

Name: Thomas M. O’Flynn
Executive Vice President and Chief Financial Office




Exhibit 32.1

CERTIFICATION OF PERIODIC FINANCIAL REPORTS

I, Andrés Gluski, President and Chief Executiveicif of The AES Corporation, certify, pursuant ®U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

Q) the Quarterly Report on Form 10-Q for the ¢graended September 30, 2014 , (the “Periodic R&pehich this statement
accompanies fully complies with the requirementSe€tion 13(a) or 15(d) of the Securities Exchafigeof 1934 (15 U.S.C.

78m or 780(d)); and

(2 information contained in the Periodic Repaitlf presents, in all material respects, the faiahcondition and results of
operations of The AES Corporation.

Date: November 5, 2014
/ s/ A NDRES G LUSKI

Name: Andrés Gluski
President and Chief Executive Officer




Exhibit 32.2

CERTIFICATION OF PERIODIC FINANCIAL REPORTS

I, Thomas M. O’Flynn, Executive Vice President &tdef Financial Officer of The AES Corporation, gt pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&darbanes-Oxley Act of 2002, that:

1)
Q) the Quarterly Report on Form 10-Q for the ¢graended September 30, 2014 , (the “Periodic R&pehich this statement

accompanies fully complies with the requirementSe€tion 13(a) or 15(d) of the Securities Exchafgieof 1934 (15 U.S.C.
78m or 780(d)); and

(2 information contained in the Periodic Repaitly presents, in all material respects, the faialhcondition and results of
operations of The AES Corporation.

Date: November 5, 2014
/sl THOMAS M. O’F LYNN

Name: Thomas M. O’Flynn
Executive Vice President and Chief Financial Office




