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AMENDED CERTIFICATE OF AUTHORITY OF

AES NEWENERGY, INC.

The undersigned, as Deputy Secretary of State of the State of New
Hampshire, hereby certifies that an Application of AES NEWENERGY, INC. for
an Amended Certificate of Authority to transact business in this State, duly
signed pursuant to the provisions of the New Hampshire Business
Corporation Act, has been received in this office.

ACCORDINGLY the undersigned, as such Deputy Secretary of State, and by
virtue of the authority vested in him by law, hereby issues this Amended
Certificate of Authority to CONSTELLATION NEWENERGY, INC. to transact
business in this State under the name of CONSTELLATION NEWENERGY,
INC. and attaches hereto a copy of the Application for such Amended
Certificate.

IN TESTIMONY WHEREOF, I hereto
set my hand and cause to be affixed
the Seal of the State of New Hampshire,
this 4th day of October, 2002.

Robert P. Ambrose
Deputy Secretary of State~\i~” )~,,
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♦ regulatory or legislative developments federally,Forward Looking Statements
in Maryland, or in other states that affectWe make statements in this report that are considered
energy deregulation, the price of energy,forward looking statements within the meaning of the
transmission or distribution rates and revenues,Securities Exchange Act of 1934. Sometimes these
demand for energy, or increases in costs,statements will contain words such as ‘‘believes,’’
including costs related to safety, or‘‘anticipates,’’ ‘‘expects,’’ ‘‘intends,’’ ‘‘plans,’’ and other
environmental compliance,similar words. We also disclose non-historical

♦ the ability of our regulated and nonregulatedinformation that represents management’s expectations,
businesses to comply with complex and/orwhich are based on numerous assumptions. These
changing market rules and regulations,statements and projections are not guarantees of our

♦ the ability of BGE to recover all its costsfuture performance and are subject to risks,
associated with providing customers service,uncertainties, and other important factors that could

♦ operational factors affecting commercialcause our actual performance or achievements to be
operations of our generating facilities andmaterially different from those we project. These risks,
BGE’s transmission and distribution facilities,uncertainties, and factors include, but are not limited
including weather-related damages, unscheduledto:
outages or repairs, unanticipated changes in fuel♦ the timing and extent of changes in commodity
costs or availability, unavailability of coal or gasprices and volatilities for energy and energy-
transportation or electric transmission services,related products including coal, natural gas, oil,
workforce issues, terrorism, liabilities associatedelectricity, nuclear fuel, and emission
with catastrophic events, and other eventsallowances, and the impact of such changes on
beyond our control,our liquidity requirements,

♦ the impact of industry consolidation,♦ the liquidity and competitiveness of wholesale
♦ the impact of increased energy conservation andand retail markets for energy commodities,

use of renewable energy,♦ the conditions of the capital markets, interest
♦ the actual outcome of uncertainties associatedrates, foreign exchange rates, availability of

with assumptions and estimates requiringcredit facilities to support business
judgment when managing our business,requirements, liquidity, and general economic
applying critical accounting policies andconditions, as well as Constellation Energy
preparing financial statements, including factorsGroup’s (Constellation Energy) and Baltimore
that are estimated in determining the fair valueGas and Electric’s (BGE) ability to maintain
of energy contracts, such as the ability totheir current credit ratings,
obtain market prices and, in the absence of♦ the effectiveness of Constellation Energy’s and
verifiable market prices, the appropriateness ofBGE’s risk management policies and procedures
models and model inputs (including, but notand the ability and willingness of our
limited to, estimated contractual loadcounterparties to satisfy their financial and
obligations, unit availability, forwardperformance commitments,
commodity prices, interest rates, correlation and♦ losses on the sale or write-down of assets due to
volatility factors),impairment events or changes in management

♦ changes in accounting principles or practices,intent with regard to either holding or selling
andcertain assets,

♦ cost and other effects of legal and♦ the ability to successfully identify, finance, and
administrative proceedings that may not becomplete acquisitions and sales of businesses
covered by insurance, including environmentaland assets, including generating facilities and
liabilities.new nuclear generation development projects,

Given these uncertainties, you should not place♦ the effect of weather and general economic and
undue reliance on these forward looking statements.business conditions on energy supply, demand,
Please see the other sections of this report and ourprices, and customers’ and counterparties’
other periodic reports filed with the Securities andability to perform their obligations or make
Exchange Commission (SEC) for more information onpayments,
these factors. These forward looking statements♦ the ability to attract and retain customers in
represent our estimates and assumptions only as of theour Customer Supply activities and to
date of this report.adequately forecast their energy usage,

Changes may occur after that date, and neither♦ the timing and extent of deregulation of, and
Constellation Energy nor BGE assumes responsibility tocompetition in, the energy markets, and the
update these forward looking statements.rules and regulations adopted in those markets,

1



Discussion and Analysis—Business Environment—PART I
Item 1. Business Regulation—Maryland.

Prior to 2009, our merchant energy business
included significant trading operations and anOverview
international commodities operation and grew rapidly.Constellation Energy is an energy company that
As that business grew, so too did its need for capital,includes a merchant energy business and BGE, a
particularly to fund the business’ collateral requirements.regulated electric and gas public utility in central
We had previously met these collateral requirementsMaryland. References in this report to ‘‘we’’ and ‘‘our’’
through the use of cash and lines of credit, and weare to Constellation Energy and its subsidiaries,
believed that we could meet any unexpected short-termcollectively. References in this report to the ‘‘regulated
capital needs by maintaining a significant amount ofbusiness(es)’’ are to BGE.
available liquidity, primarily from our unused creditOur merchant energy business is primarily a
facilities. Furthermore, by maintaining an investmentcompetitive provider of energy-related products and
grade credit rating, we believed we would continue toservices for a variety of customers. It develops, owns,
be able to access the capital markets if additionalowns interests in, and operates electric generation
liquidity needs arose.facilities located in various regions of the United States.

Therefore, as a capital- and asset-intensive business,Our merchant energy business also focuses on serving
Constellation Energy was significantly impacted by thethe energy and capacity requirements (load-serving) of,
events in the financial and credit markets during 2008.and providing other energy products and risk
To address the liquidity issues arising from the creditmanagement services for, various customers.
and market events of 2008, we explored a series ofBGE is a regulated electric transmission and
strategic initiatives to improve our liquidity and reducedistribution utility company and a regulated gas
our business risk. During 2009, we completeddistribution utility company with a service territory that
transactions to sell our international commoditiescovers the City of Baltimore and all or part of 10
operation, our gas trading operation, our shipping jointcounties in central Maryland. BGE was incorporated in
venture, and our uranium market participant. TheseMaryland in 1906.
transactions helped improve our liquidity and reduceOur other nonregulated businesses:
our business risk and resulted in substantial changes to♦ design, construct, and operate renewable energy,
our business in 2009. We discuss these transactions inheating, cooling, and cogeneration facilities, and
more detail in Note 2 to Consolidated Financialprovide various energy-related services,
Statements.including energy consulting, for commercial,

We plan to execute the following objectives thatindustrial, and governmental customers
we believe will strengthen the Company:throughout North America,

♦ continuing a disciplined approach to the♦ provide energy performance contracting and
management of collateral and liquidity,energy efficiency engineering services,
including:♦ provide home improvements, service heating,
♦ pricing new retail and wholesale businessair conditioning, plumbing, electrical, and

to reflect the full cost of capital in theindoor air quality systems, provide natural gas
current economic environment,marketing to residential customers in central

♦ balancing operating cash flows withMaryland, and, in 2010, began providing
earnings growth,residential electric supply, and

♦ maintaining a liquidity cushion in excess♦ develop and deploy new nuclear plants in
of credit-rating downgrade collateralNorth America through our joint venture
requirements, and(UniStar Nuclear Energy, LLC) with a

♦ aligning our load obligations by buyingsubsidiary of EDF Group.
generation assets in regions where we doOn November 6, 2009, we completed the sale of a
not have a significant generation presence,49.99% membership interest in Constellation Energy

♦ focusing on Constellation Energy’s coreNuclear Group LLC and affiliates (CENG), our nuclear
strengths of:generation and operation business, to EDF Group and
♦ owning, developing, and operatingaffiliates (EDF) for total consideration of approximately

generation assets,$4.7 billion ($4.5 billion at close plus expense
♦ providing reliable, regulated utility servicereimbursements). Our remaining 50.01% investment in

to customers,CENG is an integral part of our nuclear business.
♦ leveraging our expertise in managingIn connection with closing the transaction with

physical risks inherent in our GenerationEDF, we and EDF agreed to comply with certain
and Customer Supply operations, andconditions contained in an order from the Maryland

♦ maintaining strong supply relationshipsPublic Service Commission (Maryland PSC). We discuss
with retail and wholesale customers,these conditions in detail in Item 7. Management’s

2



♦ maintaining credit metrics consistent with Our merchant energy business includes:
investment grade ratings. ♦ a power generation and development operation

We believe that focusing on the above objectives that owns, operates, and maintains fossil and
will allow us to preserve the flexibility to respond to renewable generating facilities, and holds
long-term opportunities. For a further discussion of the interests in qualifying facilities, a fuel processing
above matters and how they have impacted us and our facility and power projects in the United States,
strategy, please refer to Item 7. Management’s Discussion ♦ a nuclear generation operation that owns,
and Analysis—Strategy. operates, and maintains nuclear generating

facilities (through November 6, 2009),
Operating Segments ♦ nuclear generation operations through our
The percentages of revenues, net income (loss) membership interest in CENG, our nuclear
attributable to common stock, and assets attributable to joint venture (subsequent to November 6,
our operating segments are shown in the tables below. 2009),
We present information about our operating segments, ♦ a customer supply operation that primarily
including certain other items, in Note 3 to Consolidated provides products and services to meet the
Financial Statements. energy requirements of wholesale and retail

customers, including distribution utilities,
Unaffiliated Revenues cooperatives, aggregators, and commercial,

Holding industrial and governmental customers, and
Company ♦ a commodities operation that managesMerchant Regulated Regulated and Other

Energy Electric Gas Nonregulated contractually controlled physical assets,
including generation facilities and natural gas2009 75% 18% 5% 2%
properties, provides risk management services,2008 80 14 5 1
and trades energy and energy-related2007 83 12 4 1
commodities to facilitate portfolio management.

During 2009, our merchant energy business:Net Income (Loss) Attributable
to Common Stock (1) ♦ supplied approximately 121 million megawatt

Holding hours (MWH) of aggregate load to distribution
Company utilities, municipalities, and commercial,Merchant Regulated Regulated and Other

industrial, and governmental customers,Energy Electric Gas Nonregulated
♦ provided approximately 350 million British2009 98% 2% 1% (1)%

Thermal Units (mmBTUs) of natural gas to2008 (103) — 3 —
commercial, industrial, and governmental2007 83 12 3 2
customers,

♦ delivered approximately 13.5 million tons ofTotal Assets
coal to international and domestic third partyHolding

Company customers and to our own fleet (we sold our
Merchant Regulated Regulated and Other international coal operations in the first quarterEnergy Electric Gas Nonregulated

of 2009), and
2009 58% 21% 6% 15% ♦ managed 7,118 megawatts (MW) of generation
2008 62 21 6 11 capacity as of December 31.
2007 73 20 6 1 During 2009 and prior, we analyze our merchant
(1) Excludes income from discontinued operations in energy business in terms of Generation, Customer

2007 as discussed in more detail in Item 8. Financial Supply and Global Commodities activities.
Statements and Supplementary Data. ♦ Generation—encompasses all of our generating

assets.
Merchant Energy Business ♦ Customer Supply—encompasses our
Introduction load-serving operation that provides energy
Our merchant energy business generates and sells power products and services to wholesale and retail
and gas to both regulated and nonregulated wholesale electric and natural gas customers.
and retail marketers and consumers of energy products, ♦ Global Commodities—encompasses our
manages all commodity price risk for our nonregulated marketing, risk management, and trading
businesses, enters into structured energy contracts, and operations, and upstream natural gas activities.
trades energy. We conduct these activities across the
United States and Canada.
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power projects in the United States and Canada totaling2010 Segments
7,118 MW. The output of our owned andAs a result of our strategic initiatives completed in 2009
contractually-controlled plants is managed by ourand the transformation of our business, our merchant
Global Commodities operation and is hedged through aenergy business will become two separate reportable
combination of power sales to wholesale and retailsegments in 2010: Generation and Customer Supply.
market participants. We also provide operation andGeneration will consist of all of our generating
maintenance services, including testing and start-up, toassets, which include:
owners of electric generating facilities. Our merchant♦ a power generation and development operation
energy business meets the load-serving requirementsthat owns, operates, and maintains fossil and
under various contracts using the output from ourrenewable generating facilities, a fuel processing
generating fleet and from purchases in the wholesalefacility, qualifying facilities, and power projects
market.in the United States,

We present details about our generating properties♦ an operation that manages certain contractually
in Item 2. Properties.owned physical assets, including generating

facilities,
♦ an interest in a nuclear generation joint venture Investment in Nuclear Generating Facilities

that owns, operates, and maintains five nuclear On November 6, 2009, we completed the sale of a
generating units, and 49.99% membership interest in CENG, our subsidiary

♦ an interest in a joint venture to develop, own, that owns our nuclear generating facilities described
and operate new nuclear projects in the United below. The total output of these nuclear facilities over
States. the past three years is presented in the following table:

Customer Supply will consist of the following:
Calvert Cliffs Nine Mile Point Ginna♦ full requirements load-serving sales of energy

Capacity Capacity Capacityand capacity to utilities, cooperatives, and
MWH Factor MWH (1) Factor MWH Factorcommercial, industrial, and governmental

(MWH in millions)customers,
2009 14.5 96% 13.1 97% 4.6 91%♦ sales of retail energy products and services to
2008 14.7 96 12.8 94 4.7 94commercial, industrial, and governmental
2007 14.3 94 12.3 90 4.9 98customers,
(1) Represents our and CENG’s (after November 6,♦ structured transactions and risk management

2009) proportionate ownership interestservices for various customers (including
hedging the output from generating facilities In connection with the closing of the transaction
and fuel costs) and trades energy and energy- with EDF, on November 6, 2009, we entered into a
related commodities to facilitate portfolio power purchase agreement (PPA) with CENG, Under
management, the terms of the PPA, we will purchase up to 90% of

♦ risk management services for our generation the output of CENG’s nuclear plants that is not sold to
fleet assets, third parties under pre-existing agreements over the

♦ design, construction, and operation of five-year term of the PPA. We discuss this PPA in more
renewable energy, heating, cooling, and detail in Note 16 to Consolidated Financial Statements.
cogeneration facilities for commercial,
industrial, and governmental customers Calvert Cliffs
throughout North America, including energy CENG owns 100% of Calvert Cliffs Unit 1 and
performance contracting and energy efficiency Unit 2. Unit 1 entered service in 1974 and is licensed
engineering services, to operate until 2034. Unit 2 entered service in 1976

♦ upstream (exploration and production) natural and is licensed to operate until 2036.
gas activities, and

♦ sales of home improvements, servicing of Nine Mile Point
electric and gas appliances, and heating, air CENG owns 100% of Nine Mile Point Unit 1 and
conditioning, plumbing, electrical, and indoor 82% of Unit 2. The remaining interest in Nine Mile
air quality systems, and providing electric and Point Unit 2 is owned by the Long Island Power
natural gas to residential customers in central Authority (LIPA). Unit 1 entered service in 1969 and is
Maryland. licensed to operate until 2029. Unit 2 entered service in

1988 and is licensed to operate until 2046. The Nine
Generation Mile Point Unit 1 power purchase agreement with the
We develop, own, operate, and maintain fossil and former plant’s owners ended in August 2009.
renewable generating facilities, hold a 50.01% interest Nine Mile Point Unit 2 sells 90% of the plant’s
in a nuclear joint venture that owns nuclear generating output to the former owners of the plant at an average
facilities, and hold interests in qualifying facilities, and
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price of nearly $35 per MWH under a PPA that During 2009, our retail customer supply activities
terminates in November 2011. The PPA is unit served approximately 56 million MWHs of peak load
contingent (if the output is not available because the and approximately 350 mmBTUs of natural gas.
plant is not operating, there is no requirement to Our wholesale customer supply operation
provide output from other sources). The remaining structures transactions that serve the full energy and
10% of the output of Nine Mile Point Unit 2 is capacity requirements of various customers such as
managed by CENG and sold into the wholesale market. distribution utilities, municipalities, cooperatives and

After termination of the Nine Mile Point Unit 2 retail aggregators that do not own sufficient generating
PPA, a revenue sharing agreement with the former capacity or in-house supply functions to meet their own
owners of the plant will begin and continue through load requirements.
November 2021. Under this agreement, which applies Our retail customer supply operation structures
only to CENG’s ownership percentage of Unit 2, a transactions to supply full energy and capacity
predetermined strike price is compared to the market requirements and provide natural gas, transportation,
price for electricity. If the market price exceeds the and other energy products and services to retail,
strike price, then 80% of this excess amount is shared commercial, industrial, and governmental customers.
with the former owners of the plant. The average strike Contracts with these customers generally extend from
price for the first year of the revenue sharing agreement one to ten years, but some can be longer.
is $40.75 per MWH. The strike price increases two To meet our customers’ requirements, our
percent annually beginning in the second year of the merchant energy business obtains energy from various
revenue sharing agreement. The revenue sharing sources, including:
agreement is unit contingent and is based on the ♦ our generation assets,
operation of Unit 2. ♦ our leased generation assets,

CENG exclusively operates Unit 2 under an ♦ exchange-traded and bilateral power and natural
operating agreement with LIPA. LIPA is responsible for gas purchase agreements,
18% of the operating costs (including decommissioning ♦ unit contingent power purchases from
costs) and capital expenditures of Unit 2 and has generation companies,
representation on the Nine Mile Point Unit 2 ♦ tolling contracts with generation companies,
management committee, which provides certain which provide us the right, but not the
oversight and review functions. obligation, to purchase power at a price linked

to the variable cost of production, including
fuel, with terms that generally extend fromGinna
several months to several years, but can beCENG owns 100% of the Ginna nuclear facility. Ginna
longer, andentered service in 1970 and is licensed to operate until

♦ regional power pools.2029. Ginna sells approximately 90% of the plant’s
output and capacity to the former owner for 10 years

Global Commoditiesending in 2014 at an average price of $44.00 per
Our Global Commodities operation managesMWH under a long-term unit-contingent PPA. The
contractually owned physical assets, including generationremaining 10% of the output of Ginna is managed by
facilities, and natural gas properties, provides riskCENG and sold into the wholesale market.
management services, and trades energy and energy-
related commodities. This operation provides theQualifying Facilities and Power Projects
wholesale risk management function for our GenerationWe hold up to a 50% voting interest in 18 operating
and Customer Supply operations, as well as structuredenergy projects, totaling approximately 771 MW, that
products and energy investment activities and includesconsist of electric generation (primarily relying on
our merchant energy business’ actual hedged positionsalternative fuel sources), fuel processing, or fuel
with third parties.handling facilities. Sixteen of the electric generation

projects are considered qualifying facilities under the
Structured ProductsPublic Utility Regulatory Policies Act of 1978. Each
Our Global Commodities operation uses energy andelectric generating plant sells its output to a local utility
energy-related commodities and contracts in order tounder long-term contracts.
manage our portfolio of energy purchases and sales to
customers through structured transactions. Our GlobalCustomer Supply
Commodities operation assists customers withWe are a leading supplier of energy products and
customized risk management products in the power,services to wholesale and retail electric and natural gas
gas, coal, and freight markets (e.g., generation tolls, gascustomers.
transport and storage, and global coal and freightIn 2009, our wholesale customer supply operation
logistics). During 2009, we reduced our participation inserved approximately 65 million peak MWHs of
the coal, freight, and gas trading markets through thewholesale full requirements load-serving products.
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completion of the divestitures of our international In managing our portfolio, we may terminate,
commodities and Houston-based gas trading operations. restructure, or acquire contracts. Such transactions are
We discuss our 2009 divestitures in more detail in within the normal course of managing our portfolio
Note 2 to Consolidated Financial Statements. and may materially impact the timing of our

recognition of revenues, fuel and purchased energy
expenses, and cash flows.Energy Investments

We use both derivative and nonderivative contractsOur Global Commodities operation has investments in
in managing our portfolio of energy sales and purchaseenergy assets that primarily include natural gas activities.
contracts. Although a substantial portion of ourDuring 2009, we sold our previous investments in coal
portfolio is hedged, we are able to identifysourcing activities as well as our interest in dry bulk
opportunities to deploy risk capital to increase the valuecargo vessels. We discuss each of these investments
of our accrual positions, which we characterize asbelow.
portfolio management.

Active portfolio management is intended to allowCoal and International Services
our merchant energy business to:We participated in global coal sourcing activities by

♦ manage and hedge its fixed-price energyproviding coal and coal-related logistical services for the
purchase and sale commitments,variable or fixed supply needs of global customers. We

♦ provide fixed-price energy commitments tosold this operation in March 2009. We also owned a
customers and suppliers,50% interest in a shipping joint venture that owned

♦ reduce exposure to the volatility of marketand operated five freight ships for the delivery of coal
prices, andand other dry bulk freight products. We sold our 50%

♦ hedge fuel requirements at our non-nuclearinterest in this shipping joint venture to our partner
generation facilities.during 2009.

We discuss the impact of our trading activities and
economic value at risk in more detail in Item 7.Natural Gas Services
Management’s Discussion and Analysis.Our Global Commodities operation includes upstream

Our portfolio management and trading activities(exploration and production) and downstream
involve the use of physical commodity inventories and a(transportation and storage) natural gas operations. Our
variety of instruments, including:upstream activities include the development,

♦ forward contracts (which commit us toexploration, and exploitation of natural gas properties,
purchase or sell energy commodities in theas well as an approximately 28.5% interest in
future),Constellation Energy Partners LLC (CEP), a limited

♦ swap agreements (which require payments to orliability company that we formed. CEP is principally
from counterparties based upon the differenceengaged in the acquisition, development, and
between two prices for a predeterminedexploitation of natural gas properties. We no longer
contractual (notional) quantity),have any active involvement in the day-to-day

♦ option contracts (which convey the right to buyoperations of CEP. Our Houston-based downstream
or sell a commodity, financial instrument, oractivities included providing natural gas to various
index at a predetermined price), andcustomers, including large utilities, commercial and

♦ futures contracts (which are exchange tradedindustrial customers, power generators, wholesale
standardized commitments to purchase or sell amarketers, and retail aggregators. We sold our Houston-
commodity or financial instrument, or make abased downstream activities during 2009.
cash settlement, at a specified price and future
date).Portfolio Management and Trading

Beginning in the fourth quarter of 2008 andOur Global Commodities operation transacts in energy
continuing throughout 2009, we reduced the risk andand energy-related commodities in order to manage our
scale of our portfolio management and tradingportfolio of energy purchases and sales to customers
activities. Energy trading activities were scaled back andthrough structured transactions. We use economic value
are being used primarily for hedging our generationat risk, which measures the market risk in our total
assets and Customer Supply operations, price discoveryportfolio, encompassing all aspects of our merchant
and verification, and for deploying limited risk capital.energy business, along with daily value at risk, stop loss
These efforts materially impacted our portfoliolimits, position limits, generation hedge ratios, and
management and trading activities’ contribution to ourliquidity guidelines to restrict the level of risk in our
operating results.portfolio.
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Fuel Sources licensed any such facilities. The Nuclear Waste Policy
Our power plants use diverse fuel sources. Our fuel mix Act of 1982 (NWPA) required the federal government,
based on capacity owned at December 31, 2009 and through the Department of Energy (DOE), to develop
owned generation based on actual output by fuel type a repository for the disposal of spent nuclear fuel and
in 2009 were as follows: high-level radioactive waste.

As required by the NWPA, CENG is a party to
Capacity contracts with the DOE to provide for disposal of spentFuel Owned Generation

nuclear fuel from our nuclear generating plants. The
Nuclear (1) 27% 65% NWPA and CENG’s contracts with the DOE require
Coal 38 30 payments to the DOE of one tenth of one cent (one
Natural Gas 13 1 mill) per kilowatt hour on nuclear electricity generated
Oil 10 — and sold to pay for the cost of long-term nuclear fuel
Renewable and Alternative (2) 6 4 storage and disposal. Through November 6, 2009, we
Dual (3) 6 — paid those fees into the DOE’s Nuclear Waste Fund
(1) Reflects our 100% ownership through November 6, and, for the remainder of 2009, CENG has paid these

2009 and 50.01% ownership from November 6, fees for the Calvert Cliffs, Nine Mile Point and Ginna
2009 through December 31, 2009 following the sale nuclear generating facilities. The NWPA and CENG’s
of a 49.99% membership interest in our nuclear contracts with the DOE required the DOE to begin
business on November 6, 2009. taking possession of spent nuclear fuel generated by

(2) Includes solar, geothermal, hydro, waste coal, and nuclear generating units no later than January 31, 1998.
biomass. The DOE has stated that it may not meet that

(3) Switches between natural gas and oil. obligation until 2020 at the earliest. This delay has
required that CENG undertake additional actions and

We discuss our risks associated with fuel in more incur costs to provide on-site fuel storage at its nuclear
detail in Item 7. Management’s Discussion and Analysis— generating facilities, including the installation of on-site
Risk Management. dry fuel storage capacity as described in more detail

below.
Nuclear In 2004, complaints were filed against the federal
CENG, our nuclear joint venture with EDF, owns the government in the United States Court of Federal
Calvert Cliffs, Nine Mile Point, and Ginna nuclear Claims seeking to recover damages caused by the DOE’s
generating facilities. failure to meet its contractual obligation to begin

The supply of fuel for these nuclear generating disposing of spent nuclear fuel by January 31, 1998.
facilities includes the: These cases are currently stayed, pending litigation in

♦ purchase of uranium (concentrates and uranium other related cases. We are entitled to any funds
hexafluoride), received from the DOE that reimburse any costs

♦ conversion of uranium concentrates to uranium expended prior to the closing of the transaction with
hexafluoride, EDF for the storage of spent nuclear fuel. Any other

♦ enrichment of uranium hexafluoride funds received from the DOE representing the default
(enrichment services and enriched uranium by the DOE shall belong to CENG.
hexafluoride), and

♦ fabrication of nuclear fuel assemblies. Storage of Spent Nuclear Fuel—On-Site Facilities
CENG has commitments that provide for Calvert Cliffs has a license from the NRC to operate an

quantities of uranium, conversion, enrichment, and on-site independent spent fuel storage installation that
fabrication of fuel assemblies to substantially meet expires in 2012. Sufficient storage capacity exists within
expected requirements for the next several years at these the plant and currently installed independent spent fuel
nuclear generating facilities. storage installation modules to be able to contain the

The uranium markets are competitive, and while full contents of the core until 2015. Efforts are
prices can be volatile, CENG does not anticipate currently under way to renew the independent spent
problems in meeting its future supply requirements. fuel installation license and expand its capacity to

accommodate operations through 2036. Nine Mile
Storage of Spent Nuclear Fuel—Federal Facilities Point and Ginna are developing independent spent fuel
One of the issues associated with the operation and storage installations at each of those facilities, which are
decommissioning of nuclear generating facilities is expected to be completed in 2012 and 2010,
disposal of spent nuclear fuel. There are no facilities for respectively. Nine Mile Point and Ginna have sufficient
the reprocessing or permanent disposal of spent nuclear storage capacity within the plant until the expected
fuel currently in operation in the United States, and the completion of the on-site independent spent fuel
Nuclear Regulatory Commission (NRC) has not storage installations.
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Cost for Decommissioning Nuclear Facilities with other coal suppliers. Our primary coal-burning
When Constellation Energy sold a 49.99% membership facilities have the following requirements:
interest in CENG on November 6, 2009, we

Approximatedeconsolidated CENG for financial reporting purposes
Annual Coal

and, as a result, the decommissioning trust funds were Requirement
(tons)removed from our Consolidated Balance Sheets. CENG

is obligated to decommission its nuclear power plants Brandon Shores—Units 1 and 2
after these plants cease operation. The nuclear (combined) 3,200,000
decommissioning trust funds and the investment

C. P. Crane—Units 1 and 2
earnings thereon are restricted to meeting the costs of

(combined) (1) 1,200,000decommissioning the plants in accordance with NRC
H. A. Wagner—Units 2 and 3regulations and relevant state requirements. The

(combined) 850,000decommissioning trust fund strategy is based on
(1) Assuming 100% sub-bituminous coalestimates of the costs to perform the decommissioning

and the timing of incurring those costs. When
developing estimates of future fund earnings, CENG We receive coal deliveries to these facilities by rail
considered the asset allocation investment strategy, rates and barge. Over the past few years, we expanded our
of return earned historically, and current market coal sources through a variety of methods, including
conditions. restructuring our rail and terminal contracts, increasing

Decommissioning activities are currently projected the range of coals we can consume, and finding
to be staged through 2083. Any changes in the costs or potential other coal supply sources including limited
timing of decommissioning activities, or changes in the shipments from various international sources. While we
fund earnings, could affect the adequacy of the funds to primarily use coal produced from mines located in
cover the decommissioning of the plants, and if there central and northern Appalachia, we are switching to
were to be a shortfall, additional funding would have to sub-bituminous coal from either the Western United
be provided. States or Indonesia at C.P. Crane and have the ability to

switch to using imported coal at Brandon Shores and
H.A. Wagner to manage our coal supply. The timelyCalvert Cliffs
delivery of coal together with the maintenance ofIn March 2008, Constellation Energy, BGE, and a
appropriate levels of inventory is necessary to allow forConstellation Energy affiliate entered into a settlement
continued, reliable generation from these facilities.agreement with the State of Maryland, the Public

As discussed in the Environmental Matters section,Service Commission of Maryland (Maryland PSC), and
our Maryland coal-fired generating facilities mustcertain State of Maryland officials. The settlement
comply with the requirements of the Maryland Healthyagreement became effective on June 1, 2008. Pursuant
Air Act (HAA), which requires reduction of sulfurto the terms of the settlement agreement, BGE
dioxide (SO2), nitrogen oxide (NOx), and mercurycustomers will be relieved of the potential future
emissions. To comply with the HAA requirements, weliability for decommissioning Calvert Cliffs Unit 1 and
are planning to burn domestic and/or importUnit 2. BGE will continue to collect the $18.7 million
compliance coals (1.2 lb/mmbtu SO2 or less) at H.A.annual nuclear decommissioning charge from all electric
Wagner. The C.P. Crane station is being converted tocustomers through 2016 and continue to rebate this
burn up to 100% sub-bituminous coal. Conversion isamount to residential electric customers, as previously
expected to be completed by May 2010. We arerequired by Maryland Senate Bill 1 which was enacted
installing flue gas desulfurization (FGD) equipment onin June 2006.
both Brandon Shores units. Installation is expected to
be completed in March 2010. With the FGDCoal
installation, Brandon Shores will be able to burn higherWe purchase the majority of our coal for electric
sulfur coals (limit 6 lbs/mmbtu or approximately 3.5%generation under supply contracts with mine operators,
sulfur) while simultaneously reducing station emissions.and we acquire the remainder in the spot or forward
We plan to test burn some higher sulfur coals atcoal markets. We believe that we will be able to renew
Brandon Shores in 2010. The blend of coals actuallysupply contracts as they expire or enter into contracts
procured for Brandon Shores will be optimized to
achieve the lowest delivered cost while complying with
HAA limitations.

We own an undivided interest in the Keystone and
Conemaugh electric generating plants in Western
Pennsylvania. Our ownership interests in these plants
are 20.99% in Keystone and 10.56% in Conemaugh.
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All of the Conemaugh and Keystone plants’ annual coal Distillates are purchased from the suppliers’ Baltimore
requirements are purchased from regional suppliers on truck terminals for distribution to the various
the open market. FGD equipment was installed on generating plant locations. We have contracts with
both of the Keystone units in 2009 and has been various suppliers to purchase oil at spot prices, and for
installed on both Conemaugh units since the future delivery, to meet our requirements.
mid-1990s. The FGD SO2 restrictions on coal are 6

Competitionlbs/mmbtu (or approximately 3.7% sulfur) for the
We encounter competition from companies of variousKeystone plant and approximately 4.9 lbs/mmbtu (or
sizes, having varying levels of experience, financial and3% sulfur) for the Conemaugh plant. The blend of coal
human resources, and differing strategies.procured is optimized to ensure compliance with station

We face competition in the market for energy,emission limits at the lowest delivered cost.
capacity, and ancillary services. In our merchant energyThe annual coal requirements for the ACE,
business, we compete with international, national, andJasmin, and Poso plants, which are located in
regional full-service energy providers, merchants, andCalifornia, are supplied under contracts with mining
producers to obtain competitively priced supplies from aoperators. These plants are restricted to coal with sulfur
variety of sources and locations, and to utilize efficientcontent less than 4.0%.
transmission, transportation, or storage. We principallyThe primary fuel source for Panther Creek and
compete on the basis of price, customer service,Colver generating facilities is waste coal. These facilities
reliability, and availability of our products.meet their annual requirements through existing reserves

With respect to power generation, we compete inof mined and processed waste coal and through supply
the operation of energy-producing projects, and ouragreements with various terms.
competitors in this business are both domestic andAll of our coal requirements reflect historical
international organizations, including various utilities,generating levels. The actual fuel quantities required can
industrial companies and independent power producersvary substantially from historical levels depending upon
(including affiliates of utilities, financial investors, andthe relationship between energy prices and fuel costs,
banks), some of which have greater financial resources.weather conditions, and operating requirements.

States are considering different types of regulatoryHowever, we believe that we will be able to obtain
initiatives concerning competition in the power and gasadequate quantities of coal to meet our requirements.
industry, which makes a competitive assessment
difficult. Many states continue to support or expandGas
retail competition and industry restructuring. OtherWe purchase natural gas, storage capacity, and
states that were considering deregulation have slowedtransportation, as necessary, for electric generation at
their plans or postponed consideration of deregulation.certain plants. Some of our gas-fired units can use
In addition, restructured states often consider newresidual fuel oil or distillates instead of gas. Gas is
market rules and re-regulation measures that couldpurchased under contracts with suppliers on the spot
result in more limited opportunities for competitivemarket and forward markets, including financial
energy suppliers like Constellation Energy. The activityexchanges and under bilateral agreements. The actual
around re-regulation, however, has slowed due to thefuel quantities required can vary substantially from year
current environment of declining power prices. Whileto year depending upon the relationship between energy
there is activity in this area, we believe there is adequateprices and fuel costs, weather conditions, and operating
growth potential in the current deregulated market.requirements. However, we believe that we will be able

The market for commercial, industrial, andto obtain adequate quantities of gas to meet our
governmental energy supply continues to grow and werequirements.
continue to experience increased competition from
energy and non-energy market participants on aOil
regional and national basis in our retail customer supplyFrom 2007 through 2009, our requirements for residual
activities. Strong retail competition and the impact offuel oil (No. 6) amounted to less than 0.5 million
wholesale power prices compared to the rates chargedbarrels of low-sulfur oil per year. Deliveries of residual
by local utilities affects the contract margin we receivefuel oil are made from the suppliers’ Baltimore Harbor
from our customers. The recent credit crisis hasand Philadelphia marine terminals for distribution to
increased overall margins reflecting an appropriatethe various generating plant locations. Also, based on
return on capital to support the business. Ournormal burn practices, we require approximately
experience and expertise in assessing and managing risk8.0 million to 11.0 million gallons of distillates (No. 2
and our strong focus on customer service should helpoil and kerosene) annually, but these requirements can
us to remain competitive during volatile or otherwisevary substantially from year to year depending upon the
adverse market circumstances.relationship between energy prices and fuel costs,

weather conditions, and operating requirements.
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Merchant Energy Operating Statistics

2009 2008 2007

Gross Margin (In millions)
Generation* $1,976 $1,919 $1,698
Customer Supply 799 765 889
Global Commodities 185 215 648

Total Gross Margin $2,960 $2,899 $3,235

Generation (In millions)—MWH * 46.0 50.9 51.6

Operating statistics do not reflect the elimination of intercompany transactions.

* 2009 reflects our 100% ownership in our nuclear business through November 6, 2009 and our 50.01% ownership in our
nuclear business from November 6, 2009 through December 31, 2009 following the sale of a 49.99% membership interest
in CENG.

Senate Bill 1, from June 1, 2008 through May 31,Baltimore Gas and Electric Company
2010 without having to rebate it to all residentialBGE is an electric transmission and distribution utility
electric customers. BGE will cease collecting thecompany and a gas distribution utility company with a
residential shareholder return component again fromservice territory that covers the City of Baltimore and
June 1, 2010 through December 31, 2016.all or part of ten counties in central Maryland. BGE is

Bidding to supply BGE’s SOS occurs from time toregulated by the Maryland PSC and Federal Energy
time through a competitive bidding process approved byRegulatory Commission (FERC) with respect to rates
the Maryland PSC. Successful bidders, which mayand other aspects of its business.
include subsidiaries of Constellation Energy, executeBGE’s electric service territory includes an area of
contracts with BGE for varying terms.approximately 2,300 square miles. There are no

municipal or cooperative wholesale customers within
BGE’s service territory. BGE’s gas service territory Commercial and Industrial Customers
includes an area of approximately 800 square miles. BGE is obligated by the Maryland PSC to provide

BGE’s electric and gas revenues come from many several variations of SOS to commercial and industrial
customers—residential, commercial, and industrial. customers depending on customer load.

Electric Business Residential Customers
Electric Competition As a result of the November 1999 Maryland PSC order
Deregulation regarding the deregulation of electric generation in
Maryland has implemented electric customer choice and Maryland, BGE’s residential electric base rates were
competition among electric suppliers. As a result, all frozen until July 2006. However, Maryland Senate Bill
customers can choose their electric energy supplier. 1, enacted in June 2006, delayed full market rates for
While BGE does not sell electricity to all customers in some residential customers until June 2007, with the
its service territory, BGE continues to deliver electricity remainder of residential customers going to full market
to all customers and provides meter reading, billing, rates in January 2008. Pursuant to a settlement
emergency response, and regular maintenance. agreement entered into with the State of Maryland, the

Maryland PSC, and certain Maryland officials in March
Standard Offer Service 2008, BGE provided residential electric customers
BGE is obligated by the Maryland PSC to provide approximately $189 million in the form of a one-time
market-based standard offer service (SOS) to all of its $170 per customer rate credit. We discuss the Maryland
electric customers who elect not to select a competitive settlement agreement in more detail in Note 2 to
energy supplier. The SOS rates charged recover BGE’s Consolidated Financial Statements and the market risk of
wholesale power supply costs and include an our regulated electric business in more detail in Item 7.
administrative fee. The administrative fee includes a Management’ Discussion and Analysis—Risk Management
shareholder return component and an incremental cost section.
component. As discussed in Item 7. Management’s Pursuant to the order issued by the Maryland PSC
Discussion and Analysis—Regulated Electric Business in October 2009 approving our transaction with EDF,
section, BGE resumed collection of the shareholder Constellation Energy agreed to fund a one-time per
return portion of the residential SOS administrative customer distribution rate credit for BGE residential
charge, which had been eliminated under Maryland customers, before the end of March 2010, totaling
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$110.5 million, or approximately $100 per customer, $200 million, substantially reducing the total cost of
for which we recorded a liability in November 2009. In this initiative. However, the United States Department
December 2009, BGE filed a tariff with the Maryland of Energy may withhold funding until approval is
PSC stating we would give residential customers a rate obtained from the Maryland PSC. The Maryland PSC
credit of exactly $100 per customer. As a result, we held hearings on this proposed program in late 2009
accrued an additional $1.9 million for a total fourth and early 2010 and expects to issue a ruling in the
quarter 2009 accrual of $112.4 million. Constellation second quarter of 2010. If BGE’s proposal is approved
made a $66 million equity contribution to BGE in by the Maryland PSC, BGE plans to proceed with this
December 2009 to fund the after-tax amount of the program as soon as practical.
rate credit as required by the Maryland PSC order. In the summer of 2009, BGE conducted a second

season of a pilot program to evaluate pricing options
designed to encourage customers to decrease energy useElectric Load Management
during peak demand periods. Additionally, BGEBGE has implemented various programs for use when
originally initiated a limited conservation program thatsystem-operating conditions or market economics
provides incentives to customers to use energy efficientindicate that a reduction in load would be beneficial.
products and to take other actions to conserve energy.These programs include:
The Maryland PSC approved a full portfolio of♦ two options for commercial and industrial
conservation programs for implementation in 2009 ascustomers to reduce their electric loads,
well as a customer surcharge to recover the associated♦ air conditioning and heat pump control for
costs. residential and commercial customers through

both programmable thermostats and load
control devices, and Transmission and Distribution Facilities

♦ residential water heater control. BGE maintains approximately 240 substations and
BGE is developing other programs designed to approximately 1,300 circuit miles of transmission lines

help manage its peak demand, improve system reliability throughout central Maryland. BGE also maintains
and improve service to customers by giving customers approximately 24,500 circuit miles of distribution lines.
greater control over their energy use. The transmission facilities are connected to those of

In July 2009, BGE filed with the Maryland PSC a neighboring utility systems as part of PJM
proposal for a comprehensive smart grid initiative. The Interconnection (PJM). Under the PJM Tariff and
proposal includes the planned installation of 2 million various agreements, BGE and other market participants
residential and commercial electric and gas smart can use regional transmission facilities for energy,
meters. We expect the total cost of the program to be capacity, and ancillary services transactions, including
approximately $480 million. In October 2009, the emergency assistance.
United States Department of Energy selected BGE as a We discuss various FERC initiatives relating to
recipient of $200 million in federal funding for our wholesale electric markets in more detail in Item 7.
smart grid initiative. This grant allows BGE to be Management’s Discussion and Analysis—Federal Regulation
reimbursed for smart grid expenditures up to section.
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BGE Electric Operating Statistics

2009 2008 2007

Revenues (In millions)
Residential $1,878.3 $1,695.9 $1,514.9
Commercial

Excluding Delivery Service Only 531.2 604.0 577.4
Delivery Service Only 245.0 222.8 217.0

Industrial
Excluding Delivery Service Only 30.4 31.3 31.6
Delivery Service Only 29.1 27.1 27.8

System Sales and Deliveries 2,714.0 2,581.1 2,368.7
Other (1) 106.7 98.6 87.0

Total $2,820.7 $2,679.7 $2,455.7

Distribution Volumes (In thousands)—MWH
Residential 12,851 13,023 13,365
Commercial

Excluding Delivery Service Only 3,945 3,957 4,364
Delivery Service Only 11,753 11,739 11,921

Industrial
Excluding Delivery Service Only 270 242 287
Delivery Service Only 2,757 3,002 3,175

Total 31,576 31,963 33,112

Customers (In thousands)
Residential 1,111.9 1,108.5 1,103.1
Commercial 118.5 117.6 116.7
Industrial 5.3 5.3 5.5

Total 1,235.7 1,231.4 1,225.3

(1) Primarily includes network integration transmission service revenues, late payment charges, miscellaneous service fees,
and tower leasing revenues.

Operating statistics do not reflect the elimination of intercompany transactions.
‘‘Delivery service only’’ refers to BGE’s delivery of electricity that was purchased by the customer from an alternate supplier.
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Gas Business BGE meets its natural gas load requirements
The wholesale price of natural gas as a commodity is through firm pipeline transportation and storage
not subject to regulation. All BGE gas customers have entitlements.
the option to purchase gas from alternative suppliers, BGE’s current pipeline firm transportation
including subsidiaries of Constellation Energy. BGE entitlements to serve its firm loads are 338,053 DTH
continues to deliver gas to all customers within its per day.
service territory. This delivery service is regulated by the BGE’s current maximum storage entitlements are
Maryland PSC. 297,091 DTH per day. To supplement its gas supply at

BGE also provides customers with meter reading, times of heavy winter demands and to be available in
billing, emergency response, regular maintenance, and temporary emergencies affecting gas supply, BGE has:
balancing services. ♦ a liquefied natural gas facility for the

Approximately 50% of the gas delivered on BGE’s liquefaction and storage of natural gas with a
distribution system is for customers that purchase gas total storage capacity of 1,092,977 DTH and a
from alternative suppliers. These customers are charged daily capacity of 311,500 DTH, and
fees to recover the costs BGE incurs to deliver the ♦ a propane air facility and a mined cavern with
customers’ gas through our distribution system. a total storage capacity equivalent to 564,200

A market-based rates incentive mechanism applies DTH and a daily capacity of 85,000 DTH.
to customers that buy their gas from BGE. Under this BGE has under contract sufficient volumes of
mechanism, BGE’s actual cost of gas is compared to a propane for the operation of the propane air facility and
market index (a measure of the market price of gas in a is capable of liquefying sufficient volumes of natural gas
given period). The difference between BGE’s actual cost during the summer months for operations of its
and the market index is shared equally between liquefied natural gas facility during peak winter periods.
shareholders and customers. BGE must secure fixed- BGE historically has been able to arrange
price contracts for at least 10%, but not more than short-term contracts or exchange agreements with other
20%, of forecasted system supply requirements for gas companies in the event of short-term disruptions to
flowing (i.e., non-storage) gas for the November gas supplies or to meet additional demand.
through March period. Additionally, in 2009, the BGE also participates in the interstate markets by
Maryland PSC required BGE to obtain some of its releasing pipeline capacity or bundling pipeline capacity
summer gas purchases for injection into storage at fixed with gas for off-system sales. Off-system gas sales are
prices. BGE purchased approximately 5.9 million low-margin direct sales of gas to wholesale suppliers of
dekatherms (DTH) of gas for summer storage injections natural gas. Earnings from these activities are shared
under fixed price contracts with a weighted average between shareholders and customers. BGE makes these
price of $4.61 per DTH. These fixed-price contracts are sales as part of a program to balance its supply of, and
not subject to sharing under the market-based rates cost of, natural gas.
incentive mechanism.
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BGE Gas Operating Statistics

2009 2008 2007

Revenues (In millions)
Residential

Excluding Delivery Service Only $ 460.7 $ 567.8 $ 552.0
Delivery Service Only 19.0 19.0 19.0

Commercial
Excluding Delivery Service Only 129.1 161.8 154.1
Delivery Service Only 40.4 46.4 41.2

Industrial
Excluding Delivery Service Only 6.4 8.1 7.8
Delivery Service Only 15.2 14.5 22.1

System Sales and Deliveries 670.8 817.6 796.2
Off-System Sales 81.1 197.7 157.4
Other 6.4 8.7 9.2

Total $ 758.3 $ 1,024.0 $ 962.8

Distribution Volumes (In thousands)—DTH
Residential

Excluding Delivery Service Only 37,889 37,675 39,199
Delivery Service Only 4,270 4,119 4,310

Commercial
Excluding Delivery Service Only 12,066 12,205 12,464
Delivery Service Only 25,046 29,289 30,367

Industrial
Excluding Delivery Service Only 635 650 658
Delivery Service Only 20,826 18,432 17,897

System Sales and Deliveries 100,732 102,370 104,895
Off-System Sales 17,542 18,782 19,963

Total 118,274 121,152 124,858

Customers (In thousands)
Residential 606.8 605.0 602.3
Commercial 42.9 42.8 42.7
Industrial 1.1 1.1 1.2

Total 650.8 648.9 646.2

Operating statistics do not reflect the elimination of intercompany transactions.
‘‘Delivery service only’’ refers to BGE’s delivery of gas that was purchased by the customer from an alternate supplier.

Franchises develop, own, and operate new nuclear projects in the
BGE has nonexclusive electric and gas franchises to use United States and Canada. EDF initially invested
streets and other highways that are adequate and $350 million of cash in UNE, and we contributed our
sufficient to permit it to engage in its present business. interest in UniStar and other UniStar-related assets,
Conditions of the franchises are satisfactory. which had a book value of $49 million, and the right

to develop new nuclear projects at our existing nuclear
Other Nonregulated Businesses plant locations. In the event that the joint venture is
New Nuclear terminated, the remaining equity of UNE, after certain
In 2005, we formed UniStar Nuclear, LLC (UniStar), a expenses, will be divided equally between Constellation
joint enterprise with AREVA NP, Inc., (AREVA) to Energy and EDF pursuant to the joint venture
introduce the advanced design Evolutionary Power agreement.
Reactor to the U.S. market. Upon conversion to U.S. In 2008, EDF contributed an additional
electrical standards, the technology will be known as the $175 million to UNE based upon reaching certain
U.S. EPR. licensing milestones. EDF will contribute up to an

In August 2007, we formed a joint venture, additional $100 million to UNE, for a total of
UniStar Nuclear Energy, LLC (UNE) with EDF. We $625 million, upon reaching additional licensing
have a 50% ownership interest in this joint venture to
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milestones. In 2008, we contributed additional assets generating and distribution facilities are subject to
which had a book value of $2.0 million. extensive federal, state, and local environmental and

In 2009, we and EDF have each contributed an land use laws and regulations. From the beginning
additional $91.6 million to UNE to fund its capital phases of development to the ongoing operation of
requirements. existing or new electric generating and distribution

Beginning on January 1, 2010, UNE’s results of facilities, our activities involve compliance with diverse
operations and financial condition will become part of laws and regulations that address emissions and impacts
our Generation reportable segment. to air and water, protection of natural and cultural

resources, and chemical and waste handling and
Energy Projects and Services disposal.
We offer energy projects and services to large We continuously monitor federal, state, and local
commercial, industrial and governmental customers. environmental initiatives to determine potential impacts
These energy products and services include: on our financial results. As new laws or regulations are

♦ designing, constructing, and operating promulgated, we assess their applicability and
renewable energy, heating, cooling, and implement the necessary modifications to our facilities
cogeneration facilities, or their operation to maintain ongoing compliance. Our

♦ energy performance contracting and energy capital expenditures were approximately $1.1 billion
efficiency engineering services, during the five-year period 2005-2009 to comply with

♦ water and energy savings projects and existing environmental standards and regulations,
performance contracting, including the Maryland HAA. Our estimated

♦ energy consulting and procurement services, environmental capital requirements for the next three
♦ services to enhance the reliability of individual years are approximately $60 million in 2010,

electric supply systems, and $25 million in 2011, and $35 million in 2012.
♦ customized financing alternatives.
Beginning on January 1, 2010, our Energy Projects Air Quality

and Services operation’s results of operations and Federal
financial condition will become part of our Customer The Clean Air Act (CAA) created the basic framework
Supply reportable segment. for federal and state regulation of air pollution.

Home Products and Retail Marketing National Ambient Air Quality Standards (NAAQS)
We offer services to customers in Maryland including: The NAAQS are federal air quality standards authorized

♦ home improvements, under the CAA that establish maximum ambient air
♦ the service of heating, air conditioning, concentrations for the following specific pollutants:

plumbing, electrical, and indoor air quality ozone (smog), carbon monoxide, lead, particulates, SO2,
systems, and and nitrogen dioxide.

♦ the sale of electricity and natural gas to In order for states to achieve compliance with the
residential customers. NAAQS, the Environmental Protection Agency (EPA)

Beginning on January 1, 2010, our Home adopted the Clean Air Interstate Rule (CAIR) in March
Products and Gas Retail Marketing operation’s results of 2005 to further reduce ozone and fine particulate
operations and financial condition will become part of pollution by addressing the interstate transport of SO2
our Customer Supply reportable segment. and NOx emissions from fossil fuel-fired generating

facilities located primarily in the Eastern United States.
Consolidated Capital Requirements In December 2008, the United States Court of
Our total capital requirements for 2009 were Appeals for the District of Columbia Circuit reversed its
$1.6 billion. Of this amount, $1.2 billion was used in July 2008 decision to effectively repeal CAIR and
our nonregulated businesses and $0.4 billion was used remanded the issue to the EPA for reconsideration. As a
in our regulated business. We estimate our total capital result, the requirements of CAIR remain in effect until
requirements will be $1.1 billion in 2010. the EPA takes further action. We cannot predict what

We continuously review and change our capital additional judicial, legislative or regulatory actions will
expenditure programs, so actual expenditures may vary be taken in response to the court’s decision or the EPA’s
from the estimate above. We discuss our capital reconsideration of CAIR or whether such actions may
requirements further in Item 7. Management’s Discussion affect our financial results. We do not believe that the
and Analysis—Capital Resources section. repeal of CAIR would result in a material change to our

emissions reduction plan in Maryland as the emissions
reduction requirements of Maryland’s HAA and CleanEnvironmental Matters
Power Rule (CPR) are more stringent and apply soonerThe development (involving site selection,
than those under CAIR. However, future changes inenvironmental assessments, and permitting),
CAIR could affect the market prices of SO2 and NOxconstruction, acquisition, and operation of electric
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emission allowances, which could in turn affect our New Source Review
financial results. We discuss the impact that these In connection with its enforcement of the CAA’s new
rulings had on our 2008 results in Item 7. Management’s source review requirements, in 2000, the EPA requested
Discussion and Analysis—Merchant Energy Business information relating to modifications made to our
section. Brandon Shores, C.P. Crane, and H. A. Wagner plants

In March 2008, the EPA adopted a stricter located in Maryland. The EPA also sent similar, but
NAAQS for ozone. We are unable to determine the narrower, information requests to two of our newer
impact that complying with the stricter NAAQS for Pennsylvania waste-coal burning plants in which we
ozone will have on our financial results until the states have an ownership interest. We responded to the EPA
in which our generating facilities are located adopt in 2001, and as of the date of this report the EPA has
plans to meet the new standards. taken no further action.

In December 2006, the United States Court of As discussed in Note 12 to Consolidated Financial
Appeals for the District of Columbia Circuit ruled that Statements, in January 2009, the EPA issued a Notice of
a requirement to impose fees on emissions sources based Violation to one of our subsidiaries alleging that the
on the previous ozone standard (Section 185 fees), Keystone plant located in Pennsylvania, of which we
which had been rescinded by the EPA in May 2005, own a 21% interest, performed various capital projects
remained applicable retroactive to November 2005 and without complying with the new source review
remanded the issue to the EPA for reconsideration. A requirements.
petition to the United States Supreme Court to hear an Based on the level of emissions control that the
appeal was denied in January 2008. The EPA has EPA and states are seeking in new source review
announced that it intends to propose regulations to enforcement actions, we believe that material additional
address how Section 185 fees will be handled. In costs and penalties could be incurred, and planned
addition, the exact method of computing these fees has capital expenditures could be accelerated, if the EPA
not been established and will depend in part on state was successful in any future actions regarding our
implementation regulations that have not been facilities.
proposed. Consequently, we are unable to estimate the
ultimate financial impact of this matter in light of the State
uncertainty surrounding the anticipated EPA and state Maryland has adopted the HAA and the CPR, which
rulemakings. However, the final resolution of this establish annual SO2, NOx, and mercury emission caps
matter, and any fees that are ultimately assessed could for specific coal-fired units in Maryland, including units
have a material impact on our financial results. located at three of our facilities. The requirements of

In September 2006, the EPA adopted a stricter the HAA and the CPR for SO2, NOx, and mercury
NAAQS for particulate matter. We are unable to emissions are more stringent and apply sooner than
determine the impact that complying with the stricter those required under CAIR. In addition, Pennsylvania
NAAQS for particulate matter will have on our had adopted regulations requiring coal-fired generating
financial results until the states in which our generating facilities located in Pennsylvania to reduce mercury
facilities are located adopt plans to meet the new emissions, but a Pennsylvania court held that those
standard. regulations were invalid in January 2009.

Several other states in the northeastern U.S.
Hazardous Air Emissions continue to consider more stringent and earlier SO2,
In March 2005, the EPA finalized the Clean Air NOx, and mercury emissions reductions than those
Mercury Rule (CAMR) to reduce the emissions of required under CAIR and CAMR.
mercury from coal-fired facilities through a market- Maryland also is in the process of changing its
based cap and trade program. CAMR was to affect all current opacity regulations consistent with its
coal or waste coal fired boilers at our generating commitment to resolve long-standing industry concerns
facilities. However, in February 2008, the United States about the regulations’ continuous compliance
Court of Appeals for the District of Columbia Circuit requirements. In the interim, emergency opacity
struck down CAMR. In response to this decision, the regulations have been implemented that will enable our
EPA announced that it intends to develop new plants to remain in compliance. We anticipate that the
hazardous air pollutant emission standards under the permanent regulations that Maryland is in the process
CAA by the end of 2011. Any new standards that of adopting will be consistent with the emergency
require the installation of additional emissions control regulations.
technology beyond what is required under Maryland’s
HAA and CPR, which are discussed below, may require Capital Expenditure Estimates—Air Quality
us to incur additional costs, which could have a We expect to incur additional environmental capital
material effect on our financial results. spending as a result of complying with the air quality

laws and regulations discussed above. To comply with
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HAA and CPR, we will install additional air emission tons of greenhouse gases a year, which would include
control equipment at our coal-fired generating facilities many of our fossil fuel generating facilities, to obtain
in Maryland and at our co-owned coal-fired facilities in construction and operating permits covering these
Pennsylvania to meet air quality standards. We include emissions. The proposed regulations could also
in our estimated environmental capital requirements eventually require installation of best available control
capital spending for these air quality projects, which we technology for emissions control or reduction, although
expect will be approximately $20 million in 2010, it is not possible to determine at this time the nature or
$20 million in 2011, $20 million in 2012 and extent of such controls.
$20 million from 2013-2014. Additionally, in accordance with HAA

Our estimates are subject to significant requirements, Maryland became a full participant in the
uncertainties including the timing of any additional Northeast Regional Greenhouse Gas Initiative (RGGI)
federal and/or state regulations or legislation, such as in April 2007. Under RGGI, the Maryland Department
any regulations adopted by the EPA in response to the of the Environment auctions 100% of carbon dioxide
court decision striking down CAMR, the (CO2) allowances associated with Maryland’s power
implementation timetables for such regulation or plants, which include plants owned by us. Auctions
legislation, and the specific amount of emissions have occurred quarterly since September 2008.
reductions that will be required at our facilities. As a Although we did not incur material costs in these
result, we cannot predict our capital spending or the auctions, we could incur material costs in the future to
scope or timing of these projects with certainty, and the purchase allowances necessary to offset CO2 emissions
actual expenditures, scope, and timing could differ from our plants. Although we participate in RGGI, we
significantly from our estimates. believe a patchwork of climate policy and regulatory

We believe that the additional air emission control approaches across different states, regions or industry
equipment we plan to install will meet the emission sectors has the potential to inequitably raise costs to
reduction requirements under HAA and CPR. If particular businesses and/or drive the reallocation of
additional emission reductions still are required, we will emissions without actually achieving the desired overall
assess our various compliance alternatives and their reduction of emissions. In addition to Maryland,
related costs, and although we cannot yet estimate the California has adopted regulations requiring our
additional costs we may incur, such costs could be generating facilities in California to submit greenhouse
material. gas emissions data to the state, which the state intends

to use to develop a plan to reduce greenhouse gas
emissions.Global Climate Change

We continue to monitor internationalIn response to the anticipated challenges of global
developments and proposed federal and state legislationclimate change, we believe it is imperative to slow, stop
and regulations and evaluate the potential impact onand reverse the growth in greenhouse gas emissions.
our operations. In the event that additional greenhouseClimate change could pose physical risks, such as more
gas emissions reduction legislation or regulations arefrequent or more extreme weather events, that could
enacted, we will assess our various complianceaffect our systems and operations; however, uncertainty
alternatives, which may include installation of additionalremains as to the timing and extent of any direct,
environmental controls, modification of operatingclimate-related impacts to our systems and operations.
schedules or the closure of one or more of ourExtreme weather can affect the supply of and demand
coal-fired generating facilities, and our compliance costsfor electricity, natural gas and fuels and these changes
could be material.may impact the price of energy commodities in both

However, to the extent greenhouse gas emissionsthe spot market and the forward market, which may
are regulated through a federal, mandatory cap andaffect our financial results. In addition, extreme weather
trade greenhouse gas emissions program, we believe ourtypically increases demand for electricity and gas from
business could also benefit. Our generation fleet has anBGE’s customers.
overall CO2 emission rate that is lower than theThere is increasing likelihood that greenhouse gas
industry average with a substantial amount of the fleet’semissions regulation will occur at the international or
output coming from nuclear and hydroelectric plants,federal level and/or continue to occur at the state level
which generate significantly lower CO2 emissions thanalthough considerable uncertainty remains as to the
fossil fuel plants. We are also at the forefront of thenature and timing of such regulation. Climate-related
proposed development of new nuclear generation in thelegislation is currently pending in the United States
United States, which, if successful, would further lowerCongress. In September 2009, the Environmental
our generation fleet’s overall CO2 emission rate. We alsoProtection Agency issued an ‘‘endangerment and cause
have experience trading in the markets for emissionsor contribute finding’’ for greenhouse gases under the
allowances and renewable energy credits and ourClean Air Act and proposed regulations to address
Customer Supply operation has expertise in providinggreenhouse gas emissions. The proposed regulations

would require large facilities that emit at least 25,000
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renewable energy products and services to retail Depending on its final scope, additional federal
customers. regulation has the potential to result in additional

compliance requirements and costs that could be
Water Quality material. In addition, the Maryland Department of the
The Clean Water Act established the basic framework Environment finalized regulations governing the
for federal and state regulation of water pollution disposal, storage, use and placement of ash in December
control and requires facilities that discharge waste or 2008.
storm water into the waters of the United States to As a result of these regulatory proposals and our
obtain permits. current ash generation projections, we are exploring our

options for the management of ash, including
Water Intake Regulations construction of an ash placement facility. Over the next
The Clean Water Act requires cooling water intake five years, we estimate that our capital expenditures for
structures to reflect the best technology available for this project will be approximately $60 million. Our
minimizing adverse environmental impacts. In July estimates are subject to significant uncertainties,
2004, the EPA published final rules under the Clean including the timing of any regulatory change, its
Water Act for existing facilities that establish implementation timetable, and the scope of the final
performance standards for meeting the best technology requirements. As a result, we cannot predict our capital
available for minimizing adverse environmental impacts. spending or the scope and timing of this project with
We currently have seven facilities affected by the certainty, and the actual expenditures, scope and timing
regulation. In January 2007, the United States Court of could differ significantly from our estimates.
Appeals for the Second Circuit ruled that the EPA’s rule
did not properly implement the Clean Water Act Employees
requirements in a number of areas and remanded the Constellation Energy and its consolidated subsidiaries
rule to the EPA for reconsideration. (excluding CENG, which was deconsolidated on

In response to this ruling, in July 2007, the EPA November 6, 2009) had approximately 7,200 employees
suspended the second phase of the regulations pending

at December 31, 2009.
further rulemaking and directed the permitting
authorities to establish controls for cooling water intake

Available Informationstructures that reflect the best technology available for
Constellation Energy maintains a website atminimizing adverse environmental impacts. In
constellation.com where copies of our annual reports onDecember 2008, the United States Supreme Court
Form 10-K, quarterly reports on Form 10-Q, currentheard an appeal of the Second Circuit’s decision relating
reports on Form 8-K, and any amendments may beto the application of cost-benefit analysis to best
obtained free of charge. These reports are posted on ourtechnology available decisions and ruled in April 2009
website the same day they are filed with the SEC. Thethat the EPA has a right to consider cost-benefit
SEC maintains a website (sec.gov), where copies of ouranalysis in such decisions.
filings may be obtained free of charge. The websiteThe EPA is expected to propose new regulations in
address for BGE is bge.com. These website addresses aremid-2010. We will evaluate our compliance options in
inactive textual references, and the contents of theselight of the Supreme Court and Second Circuit
websites are not part of this Form 10-K.decisions, the EPA’s July 2007 order, relevant state

In addition, the website for Constellation Energyregulations and interpretations, and any subsequent EPA
includes copies of our Corporate Governanceproposals. At this time, we cannot estimate our
Guidelines, Principles of Business Integrity, Corporatecompliance costs, but they could be material.
Compliance Program, Insider Trading Policy, Policy and
Procedures with respect to Related Person Transactions,Hazardous and Solid Waste
Information Disclosure Policy, and the charters of theWe discuss proceedings relating to compliance with the
Audit, Compensation and Nominating and CorporateComprehensive Environmental Response, Compensation
Governance Committees of the Board of Directors.and Liability Act in Note 12 to Consolidated Financial
Copies of each of these documents may be printedStatements.
from our website or may be obtained fromOur coal-fired generating facilities produce
Constellation Energy upon written request to theapproximately two and a half million tons of
Corporate Secretary.combustion by-products (‘‘ash’’) each year. The EPA

The Principles of Business Integrity is a code ofannounced in 2007 its intention to develop national
ethics that applies to all of our directors, officers, andstandards to regulate this material as a non-hazardous
employees, including the chief executive officer, chiefwaste, and has been developing or considering
financial officer, and chief accounting officer. We willregulations governing the placement of ash in landfills,
post any amendments to, or waivers from, thesurface impoundments, sand/gravel surface mines and
Principles of Business Integrity applicable to our chiefcoal mines. In 2009, following the Tennessee Valley
executive officer, chief financial officer, or chiefAuthority ash release, the EPA announced it is

considering regulating ash as a hazardous waste. accounting officer on our website.
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Item 1A. Risk Factors business needs can be arranged. Such measures could
You should consider carefully the following risks, along include deferring capital expenditures, further changing
with the other information contained in this Form 10-K. our strategies to reduce collateral-posting requirements,
The risks and uncertainties described below are not the and reducing or eliminating future dividend payments
only ones that may affect us. Additional risks and or other discretionary uses of cash. The inability to
uncertainties also may adversely affect our business and obtain the liquidity needed to meet our business
operations including those discussed in Item 7. requirements, or to obtain such liquidity on terms that
Management’s Discussion and Analysis. If any of the are favorable to us, would have a material adverse effect
following events actually occur, our business and financial on our business, results of operations and financial
results could be materially adversely affected. condition. If entities with which we do business are

unable to raise capital or access the credit markets, they
Economic conditions and instability in the may be unable to perform their obligations or make
financial markets could negatively impact our payments under agreements we have with them.
business. Defaults by these entities may have an adverse effect on
Our operations are affected by local, national, and our financial results.
worldwide economic conditions. The consequences of a
prolonged recession may include a lower level of Our generation investment plans may not
economic activity and uncertainty regarding energy achieve the desired financial results.
prices and the capital and commodity markets. A lower We may expand our generation capacity over the next
level of economic activity may continue to result in a several years through increasing the generating power of
decline in energy consumption, an increase in existing plants, the renovation of retired plants owned
customers’ inability to pay their accounts, and lower by us, and the construction or acquisition of new
commodity prices. These impacts may adversely affect plants. The renovation, development, construction, and
our financial results and future growth. acquisition of additional generation capacity involve

Instability in the financial markets, as a result of numerous risks. Any planned power uprates,
recession or otherwise, may affect the cost of capital construction, or renovation could result in cost
and our ability to raise capital. We rely on the capital overruns, lower than expected plant efficiency, and
and banking markets, as well as the periodic use of higher operating and other costs. We intend to use a
commercial paper to the extent available, to meet our portion of the proceeds received from the sale of an
financial commitments and short-term liquidity needs if interest in our nuclear business to acquire new plants in
internal funds are not available from our operations. We regions where we have significant customer supply
also use letters of credit issued under our credit facilities operations. Acquired plants may not generate the
to support our operations. Disruptions in the capital projected rates of return or sufficiently match
and credit markets as a result of uncertainty, reduced generation capacity with customer supply volumes
alternatives, or failures of significant financial causing an increase in collateral requirements. With
institutions could adversely affect our access to liquidity respect to the renovation of retired plants or the
needed for our businesses, including our ability to construction of new plants, we may incur significant
secure credit facilities and refinance debt that comes sums for preliminary engineering, permitting, legal, and
due, and our ability to complete other alternatives we other expenses before it can be established whether a
are exploring. In addition, such disruptions could project is feasible, economically attractive, or capable of
adversely affect our ability to draw on our credit being financed.
facilities. Our access to funds under those credit If we were unable to complete the construction or
facilities is dependent on the ability of the banks that renovation of a plant, we may not be able to recover
are parties to the facilities to meet their funding our investment in the project. We may also be unable
commitments. Those banks may not be able to meet to run any new, acquired or renovated plants as
their funding commitments to us if they experience efficiently as projected, which could result in
shortages of capital and liquidity or if they experience higher-than-projected operating and other costs that
excessive volumes of borrowing requests from borrowers adversely affect our financial results. Furthermore,
within a short period of time. The disruptions in increased energy conservation and use of renewable
capital and credit markets may also result in higher energy may reduce the value of our nonrenewable
interest rates on publicly issued debt securities and generation plants, as well as accelerate the obsolescence
increased costs associated with commercial paper of older plants. If we cannot execute our generation
borrowing and under bank credit facilities. investment plans successfully, our business, results of

Any disruptions could require us to take measures operations and financial condition could be adversely
to conserve cash until the markets stabilize or until affected.
alternative credit arrangements or other funding for our
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Changes in the prices of commodities, initial counterparty credit risk or other risk measures could
margin requirements, collateral posting significantly impair our future financial results.
asymmetries and types of collateral impact our Exposure to electricity price volatility. We buy and
liquidity requirements. sell electricity in both the wholesale bilateral markets
Our business is exposed to market fluctuations in the and spot markets, which expose us to the risks of rising
price and transportation costs of electricity, natural gas, and falling prices in those markets, and our cash flows
coal, and other commodities. We seek to mitigate the may vary accordingly. At any given time, the wholesale
effect of these fluctuations through various hedging spot market price of electricity for each hour is
strategies, which may require the posting of collateral by generally determined by the cost of supplying the next
both us and our counterparties. Changes in the prices unit of electricity to the market during that hour. This
of commodities and initial margin requirements for is highly dependent on the regional generation market.
exchange-traded contracts can affect the amount of In many cases, the next unit of electricity supplied
collateral that must be posted, depending on the would be supplied from generating stations fueled by
particular position we hold. fossil fuels, primarily coal, natural gas and oil.

There are certain asymmetries relating to the use Consequently, the open market wholesale price of
of collateral that create liquidity requirements for our electricity may reflect the cost of coal, natural gas or oil
merchant energy business. These asymmetries arise as a plus the cost to convert the fuel to electricity and an
result of our actions to be economically hedged as well appropriate return on capital. Therefore, changes in the
as market conditions or conventions for conducting supply and cost of coal, natural gas and oil may impact
business that result in some transactions being the open market wholesale price of electricity.
collateralized while others are not, including: A portion of our power generation facilities♦ In our Customer Supply operation, we operates wholly or partially without long-term power

generally do not receive collateral under purchase agreements. As a result, power from these
contractual obligations to supply our customers, facilities is sold on the spot market or on a short-term
but our Global Commodities operation may contractual basis, which if not fully hedged may affect
hedge these transactions through purchases that the volatility of our financial results.
generally require us to post collateral. Exposure to fuel cost volatility. Currently, our♦ In our Generation operation, we may have to power generation facilities purchase a portion of their
post collateral on our power sale or fuel fuel through short-term contracts or on the spot
purchase contracts. market. Fuel prices can be volatile, and the price that

As a result, significant changes in the prices of can be obtained for power produced from such fuel
commodities and margin requirements for exchange- may not change at the same rate as fuel costs. In
traded contracts could require us to post additional addition, new sources of natural gas supplies from
collateral from time to time without our counterparties domestic shale production, as well as rising liquid
having to post cash collateral to us, which could natural gas (LNG) exports, could increase the long-term
adversely affect our overall liquidity and ability to supply of natural gas and create a fundamental and
finance our operations, which, in turn, could adversely long-lasting decline in natural gas prices. Lower natural
affect our credit ratings. Additionally, posting letters of gas prices could contribute to a decline in power
credit to counterparties to meet collateral requirements generation prices that could have an adverse effect on
adversely impacts our liquidity, while the receipt of our financial results and cash flows. As a result, fuel
letters of credit as collateral does not improve our price changes may adversely affect our financial results.
liquidity. Exposure to counterparty performance. Our

merchant energy business enters into transactions with
Our merchant energy business may incur

numerous third parties (commonly referred to as
substantial costs and liabilities and be exposed

‘‘counterparties’’). In these arrangements, we are exposedto price volatility and counterparty performance
to the credit risks of our counterparties and the riskrisk as a result of its participation in the
that one or more counterparties may fail to performwholesale energy markets.
under their obligations to make payments or deliver fuelWe purchase and sell power and fuel in markets
or power. In addition, we enter into various wholesaleexposed to significant risks, including price volatility for
transactions through Independent System Operatorselectricity and fuel and the credit risks of counterparties
(ISOs). These ISOs are exposed to counterparty creditwith which we enter into contracts.
risks. Any losses relating to counterparty defaultsWe use various hedging strategies in an effort to
impacting the ISOs are allocated to and borne by allmitigate many of these risks. However, hedging
other market participants in the ISO. These risks aretransactions do not guard against all risks and are not
exacerbated during periods of commodity pricealways effective, as they are based upon predictions
fluctuations. If a counterparty were to default and weabout future market conditions. The inability or failure
were to liquidate all contracts with that entity, ourto effectively hedge assets or fuel or power positions
credit loss would include the loss in value of derivativeagainst changes in commodity prices, interest rates,
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contracts recorded at fair value, the amount owed for the entire exposure of our assets or positions to market
settled transactions, and additional payments, if any, price volatility, and the coverage will vary over time.
that we would have to make to settle unrealized losses Fluctuating commodity prices may negatively impact
on accrual contracts. Defaults by suppliers and other our financial results to the extent we have unhedged
counterparties may adversely affect our financial results. positions.

In addition, risk management tools and metrics
Reduced liquidity in the markets in which we such as economic value at risk, daily value at risk, and
operate could impair our ability to appropriately stress testing are based on historical price movements. If
manage the risks of our operations. price movements significantly or persistently deviate
We are an active participant in energy markets through from historical behavior, risk limits may not fully
our competitive energy businesses. The liquidity of protect us from significant losses.
regional energy markets is an important factor in our Our risk management policies and procedures may
ability to manage risks in these operations. Over the not always work as planned. As a result of these and
past several years, market participants in the merchant other factors, we cannot predict with precision the
energy business have ended or significantly reduced impact that risk management decisions may have on
their activities as a result of several factors, including our financial results.
government investigations, changes in market design,
and deteriorating credit quality. As a result, several The use of derivative and nonderivative
regional energy markets experienced a significant decline contracts in the normal course of business could
in liquidity, which, in turn, has impacted our ability to result in financial losses that negatively impact

our financial results.enter into certain types of transactions to manage our
We use derivative instruments such as swaps, options,risks for settlement periods beyond 18 to 24 months.
futures and forwards, as well as nonderivative contracts,Liquidity in the energy markets can be adversely
to manage our commodity and financial market risksaffected by various factors, including price volatility and
and to engage in trading activities. We could recognizethe availability of credit. As a result, future reductions
financial losses as a result of volatility in the marketin liquidity may restrict our ability to manage our risks
values of these contracts or if a counterparty fails toand this could impact our financial results.
perform.

In the absence of actively quoted market pricesWe often rely on single suppliers and at times on
single customers, exposing us to significant and pricing information from external sources, the
financial risks if either should fail to perform valuation of derivative instruments involves
their obligations. management’s judgment or use of estimates. As a result,
We often rely on a single supplier for the provision of changes in the underlying assumptions or use of
fuel, water, and other services required for operation of alternative valuation methods could affect the reported
a facility, and at times, we rely on a single customer or fair value of these contracts.
a few customers to purchase all or a significant portion Additionally, the settlement of derivative
of a facility’s output, in some cases under long-term instruments could reflect a realized value that differs
agreements that provide the support for any project from our reported estimates of fair value.
debt used to finance the facility. The failure of any one
customer or supplier to fulfill its contractual obligations Inaccurate assumptions and estimates in the
could negatively impact our financial results. models we use could adversely impact our

financial results.
We may not fully hedge our generation assets, We deploy many models to value merchant contracts,
customer supply activities, or other market derivatives and assets, to dispatch power from our
positions against changes in commodity prices, generation plants, and to measure the risks and costs of
and our hedging procedures may not work as various transactions and businesses. Also, a significant
planned.

portion of our business relies on the assumptions
To lower our financial exposure related to commodity

underlying the forecasting of customer load, correlations
price fluctuations, we routinely enter into contracts to

between prices of energy commodities and weather and
hedge a portion of our purchase and sale commitments,

the creditworthiness of our customers and other third
weather positions, fuel requirements, inventories of

parties. Inaccurate estimates of various business
natural gas, coal and other commodities, and

assumptions used in those models could create the
competitive supply obligations. As part of this strategy,

mispricing of customer contracts and assets or the
we routinely utilize fixed-price forward physical

incorrect measurement of key risks relating to our
purchase and sales contracts, futures, financial swaps,

portfolios and businesses that could adversely impact
and option contracts traded in the over-the-counter

our financial results.
markets or on exchanges. However, we may not cover
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Poor market performance will affect our pension Nuclear Operating Risks. The operation of nuclear
plan investments, which may adversely affect generating facilities involves routine operating risks,
our liquidity and financial results. including:
At December 31, 2009, our qualified pension ♦ mechanical or structural problems;
obligations were approximately $327 million greater ♦ inadequacy or lapses in maintenance protocols;
than the fair value of our plan assets. The Pension ♦ impairment of reactor operation and safety
Protection Act requires that we fully fund our systems due to human or mechanical error;
obligations by 2015. The performance of the capital ♦ costs of storage, handling and disposal of
markets will affect the value of the assets that are held nuclear materials, including the availability or
in trust to satisfy our future obligations under our unavailability of a permanent repository for
qualified pension plans. A decline in the market value spent nuclear fuel;
of those assets or the failure of those assets to earn an ♦ regulatory actions, including shut down of units
adequate return may increase our funding requirements because of public safety concerns, whether at
for these obligations, which may adversely affect our our plants or other nuclear operators;
liquidity and financial results. ♦ limitations on the amounts and types of

insurance coverage commercially available;
The operation of power generation facilities ♦ uncertainties regarding both technological and
involves significant risks that could adversely

financial aspects of decommissioning nuclear
affect our financial results.

generating facilities; andWe own, operate and have ownership interests in a ♦ environmental risks, including risks associatednumber of power generation facilities. The operation of
with changes in environmental legalpower generation facilities involves many risks,
requirements.including start-up risks, breakdown or failure of

Nuclear Accident Risks. In the event of a nuclearequipment, transmission lines, substations or pipelines,
accident, the cost of property damage and otheruse of new technology, the dependence on a specific
expenses incurred may exceed the insurance coveragefuel source, including the transportation of fuel, or the
available from both private sources and an industryimpact of unusual or adverse weather conditions
retrospective payment plan. In addition, in the event of(including natural disasters such as hurricanes) or
an accident at one of our nuclear joint ventures orenvironmental compliance, as well as the risk of
another participating insured party’s nuclear plants,performance below expected or contracted levels of
CENG could be assessed retrospective insuranceoutput or efficiency. This could result in lost revenues
premiums (because all nuclear plant operatorsand/or increased expenses. Insurance, warranties, or
contribute to a nationwide catastrophic insurance fund).performance guarantees may not cover any or all of the
Uninsured losses or the payment of retrospectivelost revenues or increased expenses, including the cost
insurance premiums could each have a material adverseof replacement power. A portion of our generation
effect on our financial results.facilities were constructed many years ago. Older

generating equipment may require significant capital
We are subject to numerous environmental laws

expenditures to keep it operating at peak efficiency.
and regulations that require capital

This equipment is also likely to require periodic expenditures, increase our cost of operations
upgrading and improvement. Breakdown or failure of and may expose us to environmental liabilities.
one of our operating facilities may prevent the facility We are subject to extensive federal, state, and local
from performing under applicable power sales environmental statutes, rules, and regulations relating to
agreements which, in certain situations, could result in air quality, water quality, waste management, wildlife
termination of the agreement or incurring a liability for protection, the management of natural resources, and
liquidated damages. the protection of human health and safety that could,

among other things, require additional pollution control
Our generation business may incur substantial equipment, limit the use of certain fuels, restrict the
costs and liabilities due to our ownership output of certain facilities, or otherwise increase costs.
interest in nuclear generating facilities.

Significant capital expenditures, operating and other
We own substantial interests in nuclear power plants.

costs are associated with compliance with environmental
Operation of these plants exposes us to risks in addition

requirements, and these expenditures and costs could
to those that result from owning and operating

become even more significant in the future as a result
non-nuclear power generation facilities. These risks

of regulatory changes.
include normal operating risks for a nuclear facility and

Examples of potential future regulatory changes
the risks of a nuclear accident.

include additional regulation of greenhouse gas
emissions at the federal, regional, and/or state level,
heightened enforcement of new source review
requirements, increased regulation of coal combustion
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by-products, and mandated investment in renewable State of Maryland in March 2008 terminated certain
energy resources. One or more of these changes could studies relating to the 1999 deregulation settlement, the
increase our compliance and operating costs or require State of Maryland is still undertaking a review of the
significant commitments of capital. Maryland electric industry and market structure to

We are subject to liability under environmental consider various options for providing standard offer
laws for the costs of remediating environmental service to residential customers, including re-regulation.
contamination. Remediation activities include the We cannot at this time predict the final outcome of this
cleanup of current facilities and former properties, review or how such outcome may affect our, or BGE’s
including manufactured gas plant operations and offsite financial results, but it could be material.
waste disposal facilities. The remediation costs could be We are subject to mandatory reliability standards
significantly higher than the liabilities recorded by us. enacted by the North American Electric Reliability
Also, our subsidiaries are currently involved in Corporation (NERC) and enforced by the FERC.
proceedings relating to sites where hazardous substances Compliance with the mandatory reliability standards
have been released and may be subject to additional may subject us to higher operating costs and may result
proceedings in the future. in increased capital expenditures. If we are found to be

We are subject to legal proceedings by individuals in noncompliance with the mandatory reliability
alleging injury from exposure to hazardous substances standards, we could be subject to sanctions, including
and could incur liabilities that may be material to our substantial monetary penalties.
financial results. Additional proceedings could be filed Further, federal and/or state regulatory approval
against us in the future. may be necessary for us to complete transactions. As

We may also be required to assume environmental part of the regulatory approval process, governmental
liabilities in connection with future acquisitions. As a entities may impose terms and conditions on the
result, we may be liable for significant environmental transaction or our business that are unfavorable or add
remediation costs and other liabilities arising from the significant additional costs to our future operations.
operation of acquired facilities, which may adversely The regulatory and legislative process may restrict
affect our financial results. our ability to grow earnings in certain parts of our

business, cause delays in or affect business planning and
We, and BGE in particular, are subject to transactions and increase our, or BGE’s, costs.
extensive local, state and federal regulation that
could affect our operations and costs. We operate in deregulated segments of the
We are subject to regulation by federal and state electric and gas industries created by federal
governmental entities, including the FERC, the NRC, and state restructuring initiatives. If competitive

restructuring of the electric or gas industries isthe Maryland PSC and the utility commissions of other
reversed, discontinued, restricted, or delayed,states in which we have operations. In addition,
our business prospects and financial resultschanging governmental policies and regulatory actions
could be materially adversely affected.can have a significant impact on us. Regulations can
The regulatory environment applicable to the electricaffect, for example, allowed rates of return, requirements
and natural gas industries has undergone substantialfor plant operations, recovery of costs, limitations on
changes as a result of restructuring initiatives at bothdividend payments, and the regulation or re-regulation
the state and federal levels. These initiatives have had aof wholesale and retail competition.
significant impact on the nature of the electric andBGE’s distribution rates are subject to regulation
natural gas industries and the manner in which theirby the Maryland PSC, and such rates are effective until
participants conduct their businesses. We have targetednew rates are approved. If the Maryland PSC does not
the competitive segments of the electric and natural gasapprove adequate new rates, BGE might not be able to
industries created by these initiatives.recover certain costs it incurs or earn an adequate rate

Due to recent events in the energy markets, energyof return. In addition, limited categories of costs are
companies have been under increased scrutiny by staterecovered through adjustment charges that are
legislatures, regulatory bodies, capital markets, andperiodically reset to reflect current and projected costs.
credit rating agencies. This increased scrutiny could leadInability to recover material costs not included in rates
to substantial changes in laws and regulations affectingor adjustment clauses, including increases in
us, including modifications to the auction processes inuncollectible customer accounts that may result from
competitive markets and new accounting standards thathigher gas and electric costs or as a result of Maryland
could change the way we are required to recordPSC policies or rulings, could have an adverse effect on
revenues, expenses, assets, and liabilities. Recentour, or BGE’s, cash flow and financial position.
proposals in the State of Maryland, relating to theEnergy legislation enacted in Maryland in June
structure of the electric industry in Maryland and2006 and April 2007 mandated that the Maryland PSC
various options for re-regulation of the industry arereview Maryland’s deregulated electricity market.
examples of how these laws and regulations can change.Although the settlement agreement reached with the
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Further, additional regulation of the derivatives markets increase our operating costs. The process of estimating
has been proposed recently in the United States the load requirements of our customers has been further
Congress and by the Commodity Futures Trading complicated by the decreased demand resulting from
Commission, which could require us to post additional economic and financial instability since 2008. A
cash collateral and have a material adverse effect on our significant under- or over-estimation of load
business. We cannot predict the future development of requirements could result in our merchant energy
regulation or legislation in these markets or the ultimate business not having enough power or having too much
effect that this changing regulatory environment will power to cover its load obligation, in which case it
have on our business. would be required to buy or sell power from or to third

If competitive restructuring of the electric and parties at prevailing market prices. Those prices may
natural gas markets is reversed, discontinued, restricted, not be favorable and thus could reduce our revenues
or delayed, or if the recent Maryland PSC or legislative and/or increase our operating costs and result in the
proposals are implemented in a manner adverse to us, possibility of reduced earnings or incurring losses.
our business prospects and financial results could be

Our financial results may fluctuate on a seasonalnegatively impacted.
and quarterly basis or as a result of severe
weather.Our financial results may be harmed if
Our business is affected by weather conditions. Ourtransportation and transmission availability is

limited or unreliable. overall operating results may fluctuate substantially on a
We have business operations throughout the United seasonal basis, and the pattern of this fluctuation may
States and internationally. As a result, we depend on change depending on the nature and location of any
transportation and transmission facilities owned and facility we acquire and the terms of any contract to
operated by utilities and other energy companies to which we become a party. Weather conditions directly
deliver the electricity, coal, and natural gas we sell to influence the demand for electricity and natural gas and
the wholesale and retail markets, as well as the natural affect the price of energy commodities.
gas and coal we purchase to supply some of our Generally, demand for electricity peaks in winter
generating facilities. If transportation or transmission is and summer and demand for gas peaks in the winter.
disrupted or capacity is inadequate, our ability to sell Typically, when winters are warmer than expected and
and deliver products may be hindered. Such disruptions summers are cooler than expected, demand for energy is
could also hinder our ability to provide electricity, coal, lower, resulting in less electric and gas consumption
or natural gas to our customers or power plants and than forecasted. Depending on prevailing market prices
may materially adversely affect our financial results. for electricity and gas, these and other unexpected

conditions may reduce our revenues and results of
BGE’s electric and gas infrastructure is subject operations. First and third quarter financial results, in
to operational failure and may require significant particular, are substantially dependent on weather
expenditures to maintain. conditions, and may make period comparisons less
Much of BGE’s electric and gas operational systems and relevant.
infrastructure, such as gas mains and pipelines and Severe weather can be destructive, causing outages
electric transmission and distribution equipment, has and/or property damage. This could require us to incur
been in service for many years. Older equipment, even additional costs. Catastrophic weather, such as
if maintained in accordance with good utility practices, hurricanes, could impact our or our customers’
is subject to operational failure, including due to events operating facilities, communication systems and
that are beyond BGE’s control, and may require technology. Unfavorable weather conditions may have a
significant expenditures to operate efficiently, which material adverse effect on our financial results.
could have an adverse effect on our, or BGE’s, financial
results. A failure in our operational systems or

infrastructure, or those of third parties, may
Our merchant energy business has contractual adversely affect our financial results.
obligations to certain customers to provide full Our businesses are dependent upon our operational
requirements service, which makes it difficult to systems to process a large amount of data and complex
predict and plan for load requirements and may transactions. If any of our financial, accounting, or
result in reduced revenues and increased

other data processing systems fail or have other
operating costs to our business.

significant shortcomings, our financial results could beOur merchant energy business has contractual
adversely affected. Our financial results could also beobligations to certain customers to supply full
adversely affected if an employee causes our operationalrequirements service to such customers to satisfy all or a
systems to fail, either as a result of inadvertent error orportion of their energy requirements. The uncertainty
by deliberately tampering with or manipulating ourregarding the amount of load that our merchant energy
operational systems. In addition, dependence uponbusiness must be prepared to supply to customers may
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automated systems may further increase the risk that operating cash flows. If any of our credit ratings were to
operational system flaws or employee tampering or be downgraded, especially below investment grade, our
manipulation of those systems will result in losses that ability to raise capital on favorable terms, including in
are difficult to detect. the commercial paper markets, if available, could be

We may also be subject to disruptions of our hindered, and our borrowing costs would increase.
operational systems arising from events that are wholly Additionally, the business prospects of our wholesale
or partially beyond our control (for example, natural and retail competitive supply businesses, which in many
disasters, acts of terrorism, epidemics, computer viruses cases rely on the creditworthiness of Constellation
and telecommunications outages). Third party systems Energy, would be negatively impacted. In this regard,
on which we rely could also suffer operational system we have certain agreements that contain provisions that
failure. Any of these occurrences could disrupt one or would require us to post additional collateral upon a
more of our businesses, result in potential liability or credit rating downgrade. Based on market conditions
reputational damage or otherwise have an adverse affect and contractual obligations at the time of a downgrade,
on our financial results. we could be required to post collateral in an amount

that exceeds our available liquidity. Some of the factors
Our ability to successfully identify, complete and that affect credit ratings are cash flows, liquidity, the
integrate acquisitions is subject to significant amount of debt as a component of total capitalization,
risks, including the effect of increased and political, legislative, and regulatory events.
competition.
We are likely to encounter significant competition for We are subject to employee workforce factors
acquisition opportunities that may become available. In that could affect our businesses and financial
addition, we may be unable to identify attractive results.
acquisition opportunities at favorable prices, to secure We are subject to employee workforce factors, including
the financing necessary to undertake them, or to loss or retirement of key executives or other employees,
successfully and timely complete and integrate them. availability of qualified personnel, collective bargaining

agreements with union employees, and work stoppage
War and threats of terrorism and catastrophic that could affect our financial results. In particular, our
events that could result from terrorism may competitive energy businesses are dependent, in part, on
impact our results of operations in unpredictable recruiting and retaining personnel with experience in
ways.

sophisticated energy transactions and the functioning of
We cannot predict the impact that any future terrorist

complex wholesale markets.
attacks may have on the energy industry in general and
on our business in particular. In addition, any

The sale of non-nuclear generation plants
retaliatory military strikes or sustained military pursuant to the put arrangement with EDF may
campaign may affect our operations in unpredictable have an adverse effect on our financial results.
ways, such as changes in insurance markets and We have entered into a put arrangement with EDF that
disruptions of fuel supplies and markets, particularly oil. provides us with additional liquidity of up to
The possibility alone that infrastructure facilities, such $2.0 billion by allowing us to exercise an option to
as electric generation, electric and gas transmission and require EDF to acquire certain specified non-nuclear
distribution facilities would be direct targets of, or generation plants at pre-agreed prices. To the extent we
indirect casualties of, an act of terror may affect our exercise this option, we will no longer own the plants
operations. Furthermore, terrorist attacks could sold to EDF and will not be able to recognize their
compromise the physical or cyber security of our financial results, which may have an adverse effect on
facilities, which could adversely affect our ability to our future financial results. In addition, exercise of the
manage these facilities effectively. option may adversely impact our relationship with EDF,

Such activity may have an adverse effect on the which could have an adverse impact on our CENG and
United States economy in general. A lower level of UNE nuclear joint ventures with EDF. This put
economic activity might result in a decline in energy arrangement expires on December 31, 2010.
consumption, which may adversely affect our financial
results or restrict our future growth. Instability in the Our ability to develop new nuclear generation
financial markets as a result of terrorism or war may could have an effect on our business and

financial results.affect our stock price and our ability to raise capital.
We are in the forefront of the proposed development of

A downgrade in our credit ratings could new nuclear generation in the United States through
negatively affect our ability to access capital our UNE joint venture. Nuclear generation
and/or operate our wholesale and retail development projects are large and complex and there
competitive supply businesses. have been no new orders for a nuclear plant in the
We rely on access to capital markets as a source of United States since the 1970s. The costs incurred to
liquidity for capital requirements not satisfied by
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Item 2. Propertiesconstruct a new nuclear plant would be significant and
Constellation Energy occupies approximately 1,130,000adequate returns on investment may not be realized for
square feet of leased and owned office space in Northmany years, if at all. Feasibility and successful
America, which includes its corporate offices inconstruction of nuclear plants depend on a variety of
Baltimore, Maryland. We describe our electricfactors, including receipt of required permits, terms of
generation properties on the next page. We also havefinancing, impact of competing generation and nuclear
leases for other offices and services located in thetechnologies, materials, labor and nuclear waste disposal
Baltimore metropolitan region, and for various realcosts and regulation of nuclear facilities. These factors
property and facilities relating to our generationcould generate higher construction and financial costs,
projects.delays, environmental and other liabilities, or an adverse

BGE owns its principal headquarters buildingimpact to our credit rating. These factors may also lead
located in downtown Baltimore. BGE also leasesto a decision not to proceed with the construction of
approximately 4,700 square feet of office space. Innew nuclear facilities, which could have an adverse
addition, BGE owns propane air and liquefied naturaleffect on our business and financial results, including a
gas facilities as discussed in Item 1. Business—Gaspotential impairment of our investment in UNE.
Business section.

BGE also has rights-of-way to maintain 26-inch
natural gas mains across certain Baltimore City-owned
property (principally parks) which expired in 2004.
BGE is in the process of renewing the rights-of-way
with Baltimore City for an additional 25 years. The
expiration of the rights-of-way does not affect BGE’s
ability to use the rights-of-way during the renewal
process.

BGE has electric transmission and electric and gas
distribution lines located:

♦ in public streets and highways pursuant to
franchises, and

♦ on rights-of-way secured for the most part by
grants from owners of the property.

We believe we have satisfactory title to our power
project facilities in accordance with standards generally
accepted in the energy industry, subject to exceptions,
which in our opinion, would not have a material
adverse effect on the use or value of the facilities.

Our merchant energy business owns several natural
gas producing properties.
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The following table describes our generating facilities:

At December 31, 2009

2009
Capacity Capacity

Capacity % Owned Factor Primary
Plant Location (MW) Owned (MW) (%) Fuel

Calvert Cliffs Unit 1 (1) Calvert Co., MD 855 50.0 428 98.4 Nuclear
Calvert Cliffs Unit 2 (1) Calvert Co., MD 850 50.0 425 92.9 Nuclear
Nine Mile Point Unit 1 (1) Scriba, NY 620 50.0 310 91.9 Nuclear
Nine Mile Point Unit 2 (1) Scriba, NY 1,138 41.0 467 99.5 Nuclear
R.E. Ginna (1) Ontario, NY 581 50.0 291 90.7 Nuclear
Brandon Shores Anne Arundel Co., MD 1,273 100.0 1,273 59.3 Coal
H. A. Wagner Anne Arundel Co., MD 976 100.0 976 26.8 Coal/Oil/Gas
C. P. Crane (2) Baltimore Co., MD 399 100.0 399 30.4 Oil/Coal
Keystone (2) Armstrong and Indiana Cos., PA 1,711 21.0 359(4) 70.3 Coal
Conemaugh (2) Indiana Co., PA 1,711 10.6 181(4) 81.1 Coal
Perryman (2) Harford Co., MD 347 100.0 347 1.6 Oil/Gas
Riverside Baltimore Co., MD 228 100.0 228 0.1 Oil/Gas
Handsome Lake (2) Rockland Twp, PA 268 100.0 268 1.5 Gas
Notch Cliff Baltimore Co., MD 101 100.0 101 0.3 Gas
Westport Baltimore City, MD 116 100.0 116 — Gas
Gould Street Baltimore City, MD 97 100.0 97 0.8 Gas
Philadelphia Road Baltimore City, MD 61 100.0 61 0.1 Oil
Safe Harbor (2) Safe Harbor, PA 417 66.7 278 29.3 Hydro
Grande Prairie (2) Alberta, Canada 85 100.0 85 8.3 Gas
West Valley (2) Salt Lake City, UT 200 100.0 200 14.1 Gas
Panther Creek (2) Nesquehoning, PA 80 50.0 40 96.5 Waste Coal
Colver (2) Colver Township, PA 102 25.0 26 100.0 Waste Coal
Sunnyside (2) Sunnyside, UT 51 50.0 26 92.1 Waste Coal
ACE (2) Trona, CA 102 31.1 32 88.0 Coal
Jasmin Kern Co., CA 35 50.0 18 95.6 Coal
POSO Kern Co., CA 35 50.0 18 94.0 Coal
Mammoth Lakes G-1 Mammoth Lakes, CA 8 50.0 4 61.8 Geothermal
Mammoth Lakes G-2 Mammoth Lakes, CA 10 50.0 5 100.0 Geothermal
Mammoth Lakes G-3 Mammoth Lakes, CA 10 50.0 5 100.0 Geothermal
Rocklin Placer Co., CA 24 50.0 12 84.8 Biomass
Fresno Fresno, CA 24 50.0 12 86.3 Biomass
Chinese Station Jamestown, CA 20 45.0 9 72.9 Biomass
Malacha Muck Valley, CA 32 50.0 16 11.4 Hydro
SEGS IV Kramer Junction, CA 33 12.2 4 29.3 Solar
SEGS V Kramer Junction, CA 24 4.2 1 37.8 Solar
SEGS VI Kramer Junction, CA 34 8.8 3 29.2 Solar

Total Generating Facilities (3) 12,658 7,118

(1) We own a 50.01% membership interest in CENG, the joint venture with EDF that holds these nuclear generating assets
as a result of the sale of a 49.99% interest in CENG to EDF that was completed in November 2009. We discuss this
transaction in more detail in Note 2 to Consolidated Financial Statements.

(2) In connection with an Investment Agreement with EDF, we have the option to sell one or more of these facilities to EDF
for aggregate proceeds of up to $2 billion through December 31, 2010.

(3) The sum of the individual plant capacity megawatts may not equal the total due to the effects of rounding.
(4) Reflects our proportionate interest in and entitlement to capacity from Keystone and Conemaugh, which include 2 MW of

diesel capacity for Keystone and 1 MW of diesel capacity for Conemaugh.

In 2009, we signed an agreement to acquire the 70 MW Criterion wind project in Garrett County, Maryland.
Upon closing, we plan to complete the construction of the project and expect it to be ready for commercial operation
in late 2010.

In December 2009, we were selected by the State of Maryland to develop an approximately 17 MW solar
photovoltaic power installation in Emmitsburg, Maryland. This $60 million solar facility will be constructed, owned,
operated and maintained by us. We expect the project to be completed by December 2012.

In February 2008, we acquired the Hillabee Energy Center, a partially completed 740 MW gas-fired combined
cycle power generation facility located in Alabama. We plan to complete the construction of this facility and expect it
to be ready for commercial operation in the first quarter of 2010.

As of December 31, 2009, we also have a 50% ownership interest in a waste coal processing facility located in
Hazelton, Pennsylvania.
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Item 3. Legal Proceedings
We discuss our legal proceedings in Note 12 to Consolidated Financial Statements.

Item 4. Submission of Matters to Vote of Security Holders
Not applicable.

Executive Officers of the Registrant

Other Offices or Positions Held
Name Age Present Office During Past Five Years

Mayo A. Shattuck III 55 Chairman of the Board (since July 2002), Chairman of the Board of Baltimore Gas and
President and Chief Executive Officer (since Electric Company
November 2001) of Constellation Energy

Michael J. Wallace 62 Vice Chairman (since March 2008), Executive President and Chief Executive Officer—
Vice President (since January 2004) and Chief Constellation Energy Nuclear Group, LLC
Operating Officer (since May 2009) of
Constellation Energy

Henry B. Barron 59 Executive Vice President of Constellation Group Executive and Chief Nuclear Officer—
Energy (since April 2008); and President, Chief Duke Energy
Executive Officer and Chief Nuclear Officer
(since September 2008) of Constellation Energy
Nuclear Group

James L. Connaughton 48 Executive Vice President, Corporate Affairs, Chairman of the White House Council on
Public and Environmental Policy (since Environmental Quality and Director of the
February 2009) White House Office of Environmental Policy

Paul J. Allen 58 Senior Vice President (since January 2004) and None
Chief Environmental Officer (since June 2007)
of Constellation Energy

Charles A. Berardesco 51 Senior Vice President (since October 2008), Vice President and Deputy General Counsel—
General Counsel (since October 2008) and Constellation Energy; and Associate General
Corporate Secretary (since July 2004) of Counsel—Constellation Energy
Constellation Energy

Brenda L. Boultwood 45 Senior Vice President and Chief Risk Officer of Global Head of Strategy and Global Head of
Constellation Energy (since January 2008) Derivative Services, Alternative Investment

Services and Head of Treasury Services Risk
Management—J.P. Morgan Chase & Company

Kenneth W. DeFontes, Jr. 59 Senior Vice President of Constellation Energy None
(since October 2004); and President and Chief
Executive Officer of Baltimore Gas and Electric
Company (since October 2004)

Andrew L. Good 42 Senior Vice President, Corporate Strategy and Senior Vice President and Chief Financial
Development of Constellation Energy (since Officer—Constellation Energy Resources;
November 2009) Senior Vice President and Chief Financial

Officer—Constellation Energy Commodities
Group; and Senior Vice President, Finance—
Constellation Energy

Kathleen W. Hyle 51 Senior Vice President of Constellation Energy Senior Vice President, Finance, and Chief
(since September 2005); and Chief Operating Financial Officer—Constellation Energy
Officer of Constellation Energy Resources (since Nuclear Group; Chief Financial Officer—
November 2008) UniStar Nuclear Energy; Senior Vice President,

Finance—Constellation Energy; and Chief
Financial Officer, Constellation NewEnergy

Shon J. Manasco 39 Senior Vice President and Chief Human Vice President, Human Resources—
Resources Officer of Constellation Energy (since Constellation Energy Resources; Senior Vice
August 2009) President, Global Head of Human Resources—

Banc of America Securities

Jonathan W. Thayer 38 Senior Vice President and Chief Financial Vice President and Managing Director,
Officer of Constellation Energy (since October Corporate Strategy and Development—
2008) Constellation Energy; Treasurer—Constellation

Energy; and Senior Vice President and Chief
Financial Officer—Baltimore Gas and Electric
Company

Officers are elected by, and hold office at the will of, the Board of Directors and do not serve a ‘‘term of office’’
as such. There is no arrangement or understanding between any officer and any other person pursuant to which the
officer was selected.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters, Issuer Purchases of
Equity Securities, and Unregistered Sales of Equity and Use of Proceeds

Quarterly dividends were declared on our commonStock Trading
stock during 2009 and 2008 in the amounts set forthConstellation Energy’s common stock is traded under

the ticker symbol CEG. It is listed on the New York below.
and Chicago stock exchanges. BGE pays dividends on its common stock after its

As of January 29, 2010, there were 35,016 Board of Directors declares them. However, pursuant to
common shareholders of record. the order issued by the Maryland PSC on October 30,

2009 in connection with its approval of the transaction
Dividend Policy with EDF, BGE cannot pay common dividends to
Constellation Energy pays dividends on its common Constellation Energy if (a) after the dividend payment,
stock after its Board of Directors declares them. There BGE’s equity ratio would be below 48% as calculated
are no contractual limitations on Constellation Energy under the Maryland PSC’s ratemaking precedents or
paying common stock dividends, except certain of our (b) BGE’s senior unsecured credit rating is rated by two
credit facilities prohibit us from increasing our common of the three major credit rating agencies below
stock dividend without the consent of the lenders. investment grade. There are no other limitations on

Dividends have been paid continuously since 1910 BGE paying common stock dividends unless:
on the common stock of Constellation Energy, BGE, ♦ BGE elects to defer interest payments on the
and their predecessors. Future dividends depend upon 6.20% Deferrable Interest Subordinated
future earnings, our financial condition, and other Debentures due 2043, and any deferred interest
factors. remains unpaid; or

In January 2010, we announced a quarterly ♦ any dividends (and any redemption payments)
dividend of $0.24 per share payable April 1, 2010 to due on BGE’s preference stock have not been
holders of record at the close of business on March 10, paid.
2010. This is equivalent to an annual rate of $0.96 per
share.

Common Stock Dividends and Price Ranges

2009 2008

Price PriceDividend Dividend
Declared High Low Declared High Low

First Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.24 $27.97 $15.05 $0.4775 $107.97 $81.94
Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.24 28.05 20.18 0.4775 94.62 78.74
Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.24 33.37 25.76 0.4775 85.53 13.00
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.24 36.55 30.24 0.4775 30.17 21.70

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.96 $ 1.91

Purchases of Equity Securities by the Issuer and Affiliated Purchasers
The following table discloses purchases of shares of our common stock made by us or on our behalf for the periods
shown below.

Total Number
of Shares Maximum Dollar

Purchased as Amount of Shares
Part of Publicly that May Yet Be

Total Number Announced Purchased Under
of Shares Average Price Plans or the Plans and Programs

Period Purchased (1) Paid for Shares Programs (at month end)

October 1 - October 31, 2009 114 $32.70 — —
November 1 - November 30, 2009 5,954 32.45 — —
December 1 - December 31, 2009 — — — —

Total 6,068 $32.45 — —

(1) Represents shares surrendered by employees to satisfy tax withholding obligations on vested restricted stock and restricted
stock units.
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Item 6. Selected Financial Data
Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

2009 2008 2007 2006 2005
(In millions, except per share amounts)

Summary of Operations
Total Revenues $15,598.8 $19,741.9 $21,185.1 $19,271.1 $16,964.7
Total Expenses 14,588.5 20,821.9 19,858.8 18,025.2 16,023.8
Equity (losses) earnings (6.1) 76.4 8.1 13.8 3.6
Gain on Sale of Interest in CENG 7,445.6 — — — —
Net (Loss) Gain on Divestitures (468.8) 25.5 — 73.8 —

Income (Loss) From Operations 7,981.0 (978.1) 1,334.4 1,333.5 944.5
Gains on Sales of CEP LLC equity — — 63.3 28.7 —
Other (Expense) Income (140.7) (69.5) 157.4 66.8 64.5
Fixed Charges 350.1 349.1 292.4 315.5 297.0

Income (Loss) Before Income Taxes 7,490.2 (1,396.7) 1,262.7 1,113.5 712.0
Income Tax Expense (Benefit) 2,986.8 (78.3) 428.3 351.0 163.9

Income (Loss) from Continuing Operations and Before
Cumulative Effects of Changes in Accounting Principles 4,503.4 (1,318.4) 834.4 762.5 548.1
(Loss) Income from Discontinued Operations, Net of Income

Taxes — — (0.9) 187.8 94.4
Cumulative Effects of Changes in Accounting Principles, Net

of Income Taxes — — — — (7.2)

Net Income (Loss) $ 4,503.4 $ (1,318.4) $ 833.5 $ 950.3 $ 635.3
Net (Income) Loss Attributable to Noncontrolling Interests and

BGE Preference Stock Dividends 60.0 (4.0) 12.0 13.9 12.2

Net Income (Loss) Attributable to Common Stock $ 4,443.4 $ (1,314.4) $ 821.5 $ 936.4 $ 623.1

Earnings (Loss) Per Common Share from Continuing
Operations and Before Cumulative Effects of Changes in
Accounting Principles Assuming Dilution $ 22.19 $ (7.34) $ 4.51 $ 4.12 $ 2.98
(Loss) Income from Discontinued Operations — — (0.01) 1.04 0.53
Cumulative Effects of Changes in Accounting Principles — — — — (0.04)

Earnings (Loss) Per Common Share Assuming Dilution $ 22.19 $ (7.34) $ 4.50 $ 5.16 $ 3.47

Dividends Declared Per Common Share $ 0.96 $ 1.91 $ 1.74 $ 1.51 $ 1.34

Certain prior-year amounts have been reclassified to conform with the current year’s presentation.

Summary of Financial Condition
Total Assets $23,544.4 $22,284.1 $21,742.3 $21,801.6 $21,473.9

Current Portion of Long-Term Debt $ 56.9 $ 2,591.5 $ 380.6 $ 878.8 $ 491.3

Capitalization:
Long-Term Debt $ 4,814.0 $ 5,098.7 $ 4,660.5 $ 4,222.3 $ 4,369.3
Noncontrolling Interests 75.3 20.1 19.2 94.5 22.4
BGE Preference Stock Not Subject to Mandatory

Redemption 190.0 190.0 190.0 190.0 190.0
Common Shareholders’ Equity 8,697.1 3,181.4 5,340.2 4,609.3 4,915.5

Total Capitalization $13,776.4 $ 8,490.2 $10,209.9 $ 9,116.1 $ 9,497.2

Financial Statistics at Year End
Ratio of Earnings to Fixed Charges 14.76 N/A 3.84 4.05 3.04
Book Value Per Share of Common Stock $ 43.27 $ 15.98 $ 29.93 $ 25.54 $ 27.57

N/A—Calculation is not applicable as a result of the net loss for 2008.

We discuss items that affect comparability between years, including acquisitions and dispositions, accounting changes and other items,
in Item 7. Management’s Discussion and Analysis.
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Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

2009 2008 2007 2006 2005

(In millions)
Summary of Operations

Total Revenues $3,579.0 $3,703.7 $3,418.5 $3,015.4 $3,009.3
Total Expenses 3,310.6 3,521.2 3,084.2 2,646.3 2,612.8

Income From Operations 268.4 182.5 334.3 369.1 396.5
Other Income 25.4 29.6 26.9 6.0 5.9
Fixed Charges 139.3 139.9 125.3 102.6 93.5

Income Before Income Taxes 154.5 72.2 235.9 272.5 308.9
Income Taxes 63.8 20.7 96.0 102.2 119.9

Net Income 90.7 51.5 139.9 170.3 189.0
Preference Stock Dividends 13.2 13.2 13.2 13.2 13.2

Net Income Attributable to Common Stock before
Noncontrolling Interests $ 77.5 $ 38.3 $ 126.7 $ 157.1 $ 175.8

Net Loss (Income) Attributable to Noncontrolling
Interests 7.3 — (0.1) — —

Net Income Attributable to Common Stock $ 84.8 $ 38.3 $ 126.6 $ 157.1 $ 175.8

Certain prior-year amounts have been reclassified to conform with the current year’s presentation.

Summary of Financial Condition
Total Assets $6,453.1 $6,086.2 $5,783.0 $5,140.7 $4,742.1

Current Portion of Long-Term Debt $ 56.5 $ 90.0 $ 375.0 $ 258.3 $ 469.6

Capitalization
Long-Term Debt $2,141.4 $2,197.7 $1,862.5 $1,480.5 $1,015.1
Noncontrolling Interest 17.6 16.9 16.8 16.7 18.3
Preference Stock Not Subject to Mandatory

Redemption 190.0 190.0 190.0 190.0 190.0
Common Shareholder’s Equity 1,938.8 1,538.2 1,671.7 1,651.5 1,622.5

Total Capitalization $4,287.8 $3,942.8 $3,741.0 $3,338.7 $2,845.9

Financial Statistics at Year End
Ratio of Earnings to Fixed Charges 2.07 1.50 2.84 3.60 4.22
Ratio of Earnings to Fixed Charges and Preferred and

Preference Stock Dividends 1.80 1.33 2.42 2.99 3.45

We discuss items that affect comparability between years, including accounting changes and other items, in Item 7. Management’s
Discussion and Analysis.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Introduction and Overview Strategy
Constellation Energy Group, Inc. (Constellation Energy) is an As a result of significant market events in 2008, we previously
energy company that conducts its business through various disclosed plans to refocus and, in some cases, exit parts of our
subsidiaries and joint ventures including a merchant energy merchant energy business. We also sought to increase available
business and Baltimore Gas and Electric Company (BGE). We liquidity and reduce our business risk. In addition, in November
describe our operating segments in Note 3 to Consolidated 2009, we completed a transaction to sell to EDF Group and
Financial Statements. affiliates (EDF) a 49.99% interest in our nuclear generation and

This report is a combined report of Constellation Energy operation business. This transaction brought us stability as a
and BGE. References in this report to ‘‘we’’ and ‘‘our’’ are to stand-alone company as well as improved our liquidity. We
Constellation Energy and its subsidiaries, collectively. References discuss the transaction with EDF and our divestitures in Note 2
in this report to the ‘‘regulated business(es)’’ are to BGE. We to Consolidated Financial Statements and our available liquidity
discuss our business in more detail in Item 1. Business section and risk management activities later in this Item 7.
and the risk factors affecting our business in Item 1A. Risk We are pursuing a strategy of owning and operating
Factors section. generation facilities, providing energy and energy-related

In this discussion and analysis, we will explain the general products and services through our Customer Supply activities,
financial condition of and the results of operations for and delivering electricity and gas to customers of BGE, our
Constellation Energy and BGE including: regulated utility located in central Maryland. Our merchant

♦ factors which affect our businesses, energy business is focusing on short-term and long-term
♦ our earnings and costs in the periods presented, purchases and sales of energy, capacity, and related products to
♦ changes in earnings and costs between periods, various customers, including distribution utilities, municipalities,
♦ sources of earnings, cooperatives, and residential, industrial, commercial, and
♦ impact of these factors on our overall financial governmental customers.

condition, We obtain this energy from both owned and contracted
♦ expected sources of cash for future capital expenditures, supply resources. Our generation fleet is strategically located in
♦ our net available liquidity and collateral requirements, deregulated markets and includes various fuel types, such as coal,

and natural gas, oil, and renewable sources. In addition to owning
♦ expected future expenditures for capital projects. generating facilities, we contract for power from other merchant
As you read this discussion and analysis, refer to our providers, typically through power purchase agreements. We use

Consolidated Statements of Income (Loss), which present the both our owned generation and our contracted generation to
results of our operations for 2009, 2008, and 2007. We analyze support our wholesale and retail Customer Supply operations.
and explain the differences between periods in the specific line Our merchant energy business actively manages our
items of our Consolidated Statements of Income (Loss). Customer Supply operations with both physical and contractual

We have organized our discussion and analysis as follows: assets in order to derive incremental value. The combination of
♦ First, we discuss our strategy. our Generation and Customer Supply operations allows us to
♦ Then, we describe the business environment in which manage our Customer Supply operations in a collateral-efficient

we operate including how recent events, regulation, manner. Through our retail sales channels, we are able to
weather, and other factors affect our business. manage our generation with lower requirements to post

♦ Next, we discuss our critical accounting policies. These collateral. Additionally, when we use owned or contracted
are the accounting policies that are most important to generation, we reduce our collateral posting requirements.
both the portrayal of our financial condition and results We have load obligations greater than our generation assets.
of operations and require management’s most difficult, Going forward, we intend to buy generation assets and enter
subjective or complex judgment. into longer-tenor agreements with merchant generators in

♦ We highlight significant events that are important to regions where we currently serve load but do not have a
understanding our results of operations and financial significant generation presence. We believe that by better
condition. matching generating assets with our load obligations, we will be

♦ We review our results of operations beginning with an able to further reduce our dependence on exchange-traded
overview of our total company results, followed by a products, thereby lowering our collateral requirements. We
more detailed review of those results by operating believe that the proceeds received from the transaction with
segment. EDF, along with overall market conditions, provide the resources

♦ We review our financial condition addressing our and potential opportunities to add to our generation assets at
sources and uses of cash, security ratings, capital attractive prices over the next two to three years.
resources, capital requirements, commitments, and At BGE, we are also focused on enhancing reliability,
off-balance sheet arrangements. customer satisfaction, and customer demand response initiatives.

♦ We conclude with a discussion of our exposure to Customer choice, regulatory change, and energy market
various market risks. conditions significantly impact our business. In response, we

regularly evaluate our strategies with these goals in mind: to
improve our competitive position, to anticipate and adapt to the
business environment and regulatory changes, and to maintain a
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strong balance sheet and investment-grade credit quality through deregulation on BGE in Maryland are discussed in Item 1.
the use of a business model that applies cash flow to reduce Business—Baltimore Gas and Electric Company—Electric
debt. Business—Electric Competition section.

While we pursue the above strategy with Generation and
Regulation—MarylandCustomer Supply activities, we are continuing a disciplined
Maryland PSCapproach to the management of our collateral requirements and
In addition to electric restructuring, which we discuss in Item 1.liquidity, including:
Business—Electric Competition section, regulation by the Maryland♦ pricing new business to reflect the full cost of capital in
Public Service Commission (Maryland PSC) significantlythe current economic environment,
influences BGE’s businesses. The Maryland PSC determines the♦ balancing operating cash flows with earnings growth,
rates that BGE can charge customers of its electric distribution♦ maintaining a liquidity cushion in excess of credit-rating
and gas businesses. The Maryland PSC incorporates into BGE’sdowngrade collateral requirements and market stress
standard offer service rates the transmission rates determined byconditions,
the Federal Energy Regulatory Commission (FERC). BGE’s♦ using proceeds from the sale of a 49.99% membership
electric rates are unbundled in customer billings to show separateinterest in CENG to EDF to reduce our debt and
components for delivery service (i.e. base rates), electric supplymaintain credit metrics consistent with investment grade
(commodity charge and transmission), and certain taxes andratings to support our Customer Supply operations, and
surcharges. The rates for BGE’s regulated gas business continue♦ focusing on Constellation Energy’s core strengths of:
to consist of a delivery charge (base rates as well as certain taxes♦ owning, developing, and operating generation
and surcharges) and a commodity charge.assets,

♦ providing reliable, regulated utility service to
customers, Order Approving Transaction with EDF

♦ leveraging our expertise in managing physical risks In October 2009, the Maryland PSC issued an order approving
inherent in our Generation and Customer Supply our transaction with EDF subject to the following conditions,
operations, and with which both Constellation Energy and EDF are complying:

♦ maintaining strong supply relationships with retail ♦ Constellation Energy is to fund a one-time per customer
and wholesale customers. distribution rate credit for BGE residential customers,

We are also in the forefront of the proposed development before the end of March 2010, totaling $110.5 million,
of new nuclear generation in the United States through our or approximately $100 per customer, for which we
UniStar Nuclear Energy (UNE) joint venture with EDF. EDF recorded a liability and corresponding reduction in
brings operational experience, global scale, and procurement regulated electric and gas revenues in November 2009.
leverage to the development of new nuclear plants in the United In December 2009, BGE filed a tariff with the
States. Maryland PSC stating we would give residential

customers a rate credit of exactly $100 per customer. As
a result, we accrued an additional $1.9 million for aBusiness Environment
total fourth quarter 2009 accrual of $112.4 million.Various factors affect our financial results. We discuss some of
Constellation Energy made a $66 million equitythese factors in more detail in Item 1. Business—Competition
contribution to BGE in December 2009 to fund thesection. We also discuss these various factors in the Forward
after-tax amount of the rate credit as ordered by theLooking Statements and Item 1A. Risk Factors sections.
Maryland PSC.Throughout 2008, volatility in the financial markets

♦ Constellation Energy is required to make a $250 millionintensified, leading to dramatic declines in equity prices and
cash capital contribution to BGE by no later thansubstantially reducing liquidity in the credit markets. Most
June 30, 2010. Constellation Energy made this equityequity indices declined significantly, the cost of credit default
contribution to BGE in December 2009.swaps and bond spreads increased substantially, and credit

♦ BGE will not pay common dividends to Constellationmarkets effectively ceased to be accessible for all but the most
Energy if:highly rated borrowers. In 2009, markets in which we operate
♦ after the dividend payment, BGE’s equity ratiowere affected by declining prices for power, gas, and capacity.

would be below 48% as calculated pursuant to theDuring 2009, we improved our liquidity and reduced our
Maryland PSC’s ratemaking precedents, orbusiness risk in response to these market events. We discuss our

♦ BGE’s senior unsecured credit rating is rated byliquidity and collateral requirements in the Financial Condition
two of the three major credit rating agencies belowsection. We continue to actively manage our credit risk to
investment grade.attempt to reduce the impact of a potential counterparty default.

♦ BGE may file an electric and/or gas distribution rateWe discuss our customer (counterparty) credit and other risks in
case at any time beginning in January 2010 and maymore detail in the Risk Management section. Competition
not file a subsequent electric and/or gas distribution rateimpacts our business.
case until January 2011. Any rate increase in the firstWe discuss merchant competition in more detail in Item 1.
electric distribution rate case will be capped at 5% asBusiness—Competition section. The impacts of electric

33



agreed to by Constellation Energy in its 2008 settlement charge will be suspended from June 1, 2010 through
with the State of Maryland and the Maryland PSC. December 31, 2016.
BGE plans to file an electric and gas distribution rate ♦ Any increase in electric distribution revenue awarded in
case in the second quarter of 2010. the first electric distribution rate case filed by BGE after

♦ Constellation Energy will be limited to allocating no the settlement will be capped at 5% with certain
more than 31% of its holding company costs to BGE exceptions. The agreement does not govern or affect our
until the Maryland PSC reviews such cost allocations in ability to recover costs associated with gas rates, federally
the context of BGE’s next rate case. approved transmission rates and charges, electric riders,

♦ Constellation Energy and BGE are required to tax increases, or increases associated with standard offer
implement ‘‘ring fencing’’ measures designed to provide service power supply auctions.
bankruptcy protection and credit rating separation of ♦ Effective June 1, 2008, BGE implemented revised
BGE from Constellation Energy. Such measures include depreciation rates for regulatory and financial reporting
the formation of a new special purpose subsidiary by purposes. The revised rates reduced depreciation expense
Constellation Energy to hold all of the common equity by approximately $14 million in 2008 and
interests in BGE. We completed the implementation of $25.2 million in 2009 without impacting distribution
these measures in February 2010. rates charged to customers.

♦ Effective June 1, 2008, Maryland laws governing
investments in companies that own and operateMaryland Settlement Agreement
regulated gas and electric utilities were amended toIn March 2008, Constellation Energy, BGE, and a Constellation
make them less restrictive with respect to certain capitalEnergy affiliate entered into a settlement agreement with the
stock acquisition transactions.State of Maryland, the Maryland PSC and certain State of

♦ Constellation Energy elected two independent directorsMaryland officials to resolve pending litigation and to settle
to the Board of Directors of BGE within the requiredother prior legal, regulatory, and legislative issues. On April 24,
six months from the execution of the settlement2008, the Governor of Maryland signed enabling legislation,
agreement.which became effective on June 1, 2008. Pursuant to the terms

of the settlement agreement:
♦ Each party acknowledged that the agreements adopted Senate Bills 1 and 400

in 1999 relating to Maryland’s electric restructuring law In June 2006, Maryland Senate Bill 1 was enacted, which
are final and binding and the Maryland PSC closed among other things:
ongoing proceedings relating to the 1999 settlement. ♦ imposed rate stabilization measures that (i) capped rate

♦ BGE provided its residential electric customers increases by BGE for residential SOS service at 15%
approximately $189 million in the form of a one-time from July 1, 2006 to May 31, 2007, (ii) gave residential
$170 per customer rate credit. We recorded a reduction SOS customers the option from June 1, 2007 until
to ‘‘Electric revenues’’ on our and BGE’s Consolidated December 31, 2007 of paying a full market rate or
Statements of Income (Loss) during the second quarter choosing a short term rate stabilization plan in order to
of 2008 and reduced customers’ bills by the amount of provide a smooth transition to market rates without
the credit between September and December 2008. adversely affecting the creditworthiness of BGE, and

♦ BGE customers are relieved of the potential future (iii) provided for full market rates for all residential SOS
liability for decommissioning Calvert Cliffs Unit 1 and service starting January 1, 2008; and
Unit 2, scheduled to begin no earlier than 2034 and ♦ allowed BGE to recover the costs deferred from July 1,
2036, respectively, and are no longer obligated to pay a 2006 to May 31, 2007 from its customers over a period
total of $520 million, in 1993 dollars adjusted for not to exceed 10 years, on terms and conditions to be
inflation, pursuant to the 1999 Maryland PSC order determined by the Maryland PSC, including through
regarding the deregulation of electric generation. BGE the issuance of rate stabilization bonds that securitize
will continue to collect the $18.7 million annual nuclear the deferred costs.
decommissioning charge from all electric customers In connection with these provisions of Senate Bill 1:
through 2016 and continue to rebate this amount to ♦ In May 2007, the Maryland PSC approved a plan to
residential electric customers, as previously required by allow residential electric customers to defer the
Maryland Senate Bill 1, which was enacted in June transition to full market rates from June 1, 2007 to
2006. January 1, 2008. The 4 percent of customers who chose

♦ BGE resumed collection of the residential return portion to defer are repaying the deferred amounts without
of the administrative charge included in Standard Offer interest over a twenty-one month period which began
Service (SOS) rates, which had been eliminated under on April 1, 2008.
Senate Bill 1, on June 1, 2008 and will continue ♦ In June 2007, a subsidiary of BGE issued an aggregate
collection through May 31, 2010 without having to principal amount of $623.2 million of rate stabilization
rebate it to all residential electric customers. This will bonds to recover costs relating to the residential rate
total approximately $40 million over this period. This deferral from July 1, 2006 to May 31, 2007. We discuss

34



the rate stabilization bond issuance in more detail in patterns per customer on our electric distribution volumes,
Note 9 to Consolidated Financial Statements. thereby recovering a specified dollar amount of distribution

In April 2007, Maryland Senate Bill 400 was enacted, revenues per customer, by customer class, regardless of changes
which made certain modifications to Senate Bill 1. Pursuant to in consumption levels. This means BGE recognizes revenues at
Senate Bill 400, the Maryland PSC was required to initiate Maryland PSC-approved levels per customer, regardless of what
several studies, including studies relating to stranded costs, the actual distribution volumes were for a billing period. Therefore,
costs and benefits of various options for re-regulation, and the while these revenues are affected by customer growth, they will
structure of the electric industry in Maryland. not be affected by actual weather or usage conditions. We then

In December 2007, the Maryland PSC issued an interim bill or credit impacted customers in subsequent months for the
report addressing the costs and benefits of various options for difference between approved revenue levels under revenue
re-regulation and recommending actions to be taken to address decoupling and actual customer billings. We have a similar
an anticipated shortage of generation and transmission capacity revenue decoupling mechanism in our gas business.
in Maryland, which included implementation of demand
response initiatives and requiring utilities to enter into long-term Demand Response and Advanced Metering Programs
power purchase contracts with suppliers. In order to implement an advanced metering pilot program and

The Maryland PSC issued a final report in December a demand response program, BGE defers costs associated with
2008. In the final report, the Maryland PSC did not these programs as a regulatory asset and recovers these costs
recommend returning the former utility generation assets to full from customers in future periods. We discuss the advanced
cost of service regulation, but rather recommended incremental, metering and demand response programs in more detail in
forward looking re-regulation when appropriate to ensure a Item 1. Business—Baltimore Gas and Electric Company—Electric
reliable supply of electricity or to obtain economic benefits for Load Management.
customers. In 2009, the Maryland PSC continued to examine
how to procure electric supply for Maryland residents, from Electric Commodity and Transmission Charges
modifications to the existing auction process to requiring that We discuss BGE electric commodity and transmission charges
new generation be built by the utilities or by third parties. We (standard offer service), including the impact of the enactment
cannot at this time predict the ultimate outcome of these of Senate Bill 1 in Maryland, in the Business Environment—
inquiries, studies, and recommendations or their actual effect on Regulation—Maryland—Senate Bills 1 and 400 section.
our, or BGE’s financial results, but it could be material.

We discuss the market risk of our regulated electric business Gas Commodity Charge
in more detail in the Risk Management section. BGE charges its gas customers separately for the natural gas they

purchase. The price BGE charges for the natural gas is based on
Base Rates a market-based rates incentive mechanism approved by the
Base rates are the rates the Maryland PSC allows BGE to charge Maryland PSC. We discuss market-based rates in more detail in
its customers for the cost of providing them delivery service, the Regulated Gas Business—Gas Cost Adjustments section and in
plus a profit. BGE has both electric base rates and gas base rates. Note 6 to Consolidated Financial Statements.

BGE may ask the Maryland PSC to increase base rates
from time to time, subject to limitations in the Maryland PSC’s Federal Regulation
October 2009 order approving our transaction with EDF. The FERC
Maryland PSC historically has allowed BGE to increase base The FERC has jurisdiction over various aspects of our business,
rates to recover its utility plant investment and operating costs, including electric transmission and wholesale natural gas and
plus a profit. Generally, rate increases improve the earnings of electricity sales. BGE transmission rates are updated annually
our regulated business because they allow us to collect more based on a formula methodology approved by FERC. The rates
revenue. However, rate increases are normally granted based on also include transmission investment incentives approved by
historical data and those increases may not always keep pace FERC in a number of orders covering various new transmission
with increasing costs. Other parties may petition the Maryland investment projects since 2007. We believe that FERC’s
PSC to decrease base rates. continued commitment to fair and efficient wholesale energy

BGE’s most recently approved return on electric markets should continue to result in improvements to
distribution rate base was 9.4% (approved in 1993). BGE’s most competitive markets across various regions.
recently approved return on gas rate base was 8.49% (approved Since 1997, operation of BGE’s transmission system has
in 2005). been under the authority of PJM Interconnection (PJM), the

Regional Transmission Organization (RTO) for the Mid-Atlantic
Revenue Decoupling region, pursuant to FERC oversight. As the transmission
The Maryland PSC has allowed us to record a monthly operator, PJM administers the energy markets and conducts
adjustment to our electric distribution revenues from residential day-to-day operations of the bulk power system. The liability of
and small commercial customers since 2008 and for the majority transmission owners, including BGE, and power generators is
of our large commercial and industrial customers since February limited to those damages caused by the gross negligence of such
2009 to eliminate the effect of abnormal weather and usage entities.
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In addition to PJM, RTOs exist in other regions of the Capacity Markets
country such as the Midwest, New York, and New England. In general, capacity market design revisions are routinely
Similar to PJM, these RTOs also administer the energy market proposed and considered on an ongoing basis. Such changes are
for their region and are responsible for operation of the subject to FERC’s review and approval. Currently, we cannot
transmission system and transmission system reliability. Our predict the outcome of these proceedings or the possible effect
merchant energy business participates in these regional energy on our, or BGE’s, financial results.
markets. These markets are continuing to develop, and revisions Through 2008 and 2009, PJM made several filings at
to market structure are subject to review and approval by FERC. FERC proposing various revisions to its capacity market, or
We cannot predict the outcome of any reviews at this time. Reliability Pricing Model (RPM), including the determination of
However, changes to the structure of these markets could have a the cost-of-new-entry (CONE), which is an important
material effect on our financial results. component in determining the price paid to capacity resources

in PJM. PJM also proposed revisions relating to the
participation of energy efficiency and demand resources, andFERC Initiatives
market power and mitigation rules. Some of these matters areOngoing initiatives at FERC have included a review of its
still pending at FERC. While recent RPM design changes havemethodology for the granting of market-based rate authority to
not yet had a material effect on our financial results, we cannotsellers of electricity. FERC has established interim tests that it
predict the outcome of the issues still pending or on anyuses to determine the extent to which companies may have
capacity market design changes that result from new regulatorymarket power in certain regions. Where FERC finds that market
requirements. Such changes could have a material impact on ourpower exists, it may require companies to implement measures
financial results.to mitigate the market power in order to maintain market-based

In May 2008, five state public service commissions,rate authority. We believe that our entities selling wholesale
including the Maryland PSC, consumer advocates, and otherspower continue to satisfy FERC’s test for determining whether
filed a complaint against PJM at the FERC, alleging that theto grant a public utility market-based rate authority.
RPM produced unreasonable prices during the period fromIn November 2004, FERC eliminated through and out
June 1, 2008 through May 31, 2011. The complaint requeststransmission rates between the Midwest Independent System
that FERC establish a refund effective date of June 1, 2008,Operator (MISO) and PJM and put in place Seams Elimination
reject the results of the 2007/08 through 2010/11 RPM capacityCharge/Cost Adjustment/Assignment (SECA) transition rates,
auction results, and significantly reduce prices for capacitywhich are paid by the transmission customers of MISO and
beginning as of June 1, 2008 through 2011/12. In SeptemberPJM and allocated among the various transmission owners in
2008, FERC dismissed the complaint and in October 2008, thePJM and MISO. The SECA transition rates were in effect from
complainants requested a rehearing at FERC. FERC deniedDecember 1, 2004 through March 31, 2006. FERC set for
rehearing and ultimately the case was appealed and is pendinghearing the various compliance filings that established the level
before the United States Court of Appeals for the District ofof the SECA rates and has indicated that the SECA rates are
Columbia. We cannot predict the outcome of this proceeding orbeing recovered from the MISO and PJM transmission
the amount of refunds that may be owed by or due to us, ifcustomers subject to refund by the MISO and PJM transmission
any. However, the outcome, and any refunds that are ultimatelyowners.
assessed, could have a material impact on our financial results.We are a recipient of SECA payments, payer of SECA

In April 2009, the Attorney General of Connecticut, thecharges, and supplier to whom such charges may be shifted.
Connecticut Department of Public Utilities and Office ofAdministrative hearings regarding the SECA charges concluded
Consumer Counsel (together, the Connecticut Parties) filedin May 2006, and an initial decision from the FERC
complaints at FERC alleging improper energy bidding behavioradministrative law judge (ALJ) was issued in August 2006. The
since December 1, 2006 by generators located in New York thatdecision of the ALJ generally found in favor of reducing the
also received capacity payments within ISO-New England. Inoverall SECA liability. The decision, if upheld, is expected to
May 2009, the Connecticut Parties filed an amended complaintsignificantly reduce the overall SECA liability at issue in this
asserting that Constellation Energy Commodities Group, Inc.proceeding. However, the ALJ also allowed SECA charges to be
(CCG) and others received capacity payments while nevershifted to upstream suppliers, subject to certain adjustments.
intending to perform as capacity resources. The revisedTherefore, certain charges could be shifted to our Global
allegations assert that certain generators engaged in ‘‘economicCommodities operation. FERC has stated that it would issue a
withholding’’ by submitting energy bids at or near the offer cap.substantive order on the ALJ’s decision no later than the end of
Since December 2006, CCG has received approximatelyMay 2010. Nonetheless, the amounts collected under the SECA
$7 million in payments for capacity offered into ISO-Newrates are subject to refund and the ultimate outcome of the
England associated with Constellation Energy’s nuclear facilitiesproceeding establishing SECA rates is uncertain. Depending on
located in NY. In August 2009, FERC issued an order settingthe ultimate outcome, the proceeding may have a material effect
this matter for a public hearing before an ALJ to determine theon our financial results.
intent of the capacity suppliers (including CCG) in making their
energy offers in ISO-New England. CCG is participating in the
administrative hearing, which is ongoing and has maintained its
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Weatheradherence to all applicable rules and regulations relating to the
Merchant Energy Businessmarket activity. However, we cannot predict the outcome of the
Weather conditions in the different regions of North AmericaFERC hearing or any potential liability that CCG may incur.
influence the financial results of our merchant energy business.Three major, high-voltage transmission lines have been
Weather conditions can affect the supply of and demand forannounced that could enhance significantly the transfer capacity
electricity, natural gas, and fuels. Changes in energy supply andof the PJM transmission system from west to east. The siting
demand may impact the price of these energy commodities inprocess, both in the states and at FERC, is uncertain, as is the
both the spot market and the forward market, which may affectlikelihood that one or more of the transmission lines will be
our results in any given period. Typically, demand for electricityultimately constructed. The construction of the transmission
and its price are higher in the summer and the winter, whenlines, which could depress both capacity and energy prices for
weather is more extreme. The demand for and price of naturalgeneration located in Maryland and elsewhere in the eastern part
gas and oil are higher in the winter. However, all regions ofof PJM, could have a material effect on our financial results.
North America typically do not experience extreme weather
conditions at the same time, thus we are not typically exposedNERC Reliability Standards
to the effects of extreme weather in all parts of our business atIn compliance with the Energy Policy Act of 2005, FERC has
once.approved the North American Electric Reliability Corporation

(NERC) as the national energy reliability organization. NERC
BGEwill be responsible for the development and enforcement of
Weather affects the demand for electricity and gas for ourmandatory reliability and cyber-security standards for the
regulated businesses. Very hot summers and very cold winterswholesale electric power system. We are responsible for
increase demand. Mild weather reduces demand. Weather affectscomplying with the standards in the regions in which we
residential sales more than commercial and industrial sales,operate. NERC will have the ability to assess financial penalties
which are mostly affected by business needs for electricity andfor noncompliance, which could be material.
gas. The Maryland PSC has approved revenue decouplingGiven the increasing concern over the security of the
mechanisms which allow BGE to record monthly adjustments tocountry’s energy infrastructure, there could be future rules or
the majority of our regulated electric and gas businessregulations related to the operation and security requirements of
distribution revenues to eliminate the effect of abnormal weatherour generating facilities and electric and gas transmission and
and usage patterns. We discuss this further in the Regulation—distribution systems, which could have a material impact on our
Maryland PSC—Revenue Decoupling, Regulated Electric Business—operations and financial results.
Revenue Decoupling and Regulated Gas Business—Revenue
Decoupling sections.Commodity Futures Trading Commission

The United States Congress and the Commodity Futures
Other FactorsTrading Commission (CFTC) are evaluating additional laws and
A number of other factors significantly influence the level andregulations for the derivatives markets, including position limits
volatility of prices for energy commodities and related derivativeand eliminating regulatory exemptions for hedging activity. We
products for our merchant energy business. These factorsare unable to determine the final form any regulations or new
include:laws may take, but such laws or regulations could have a

♦ seasonal, daily, and hourly changes in demand,material effect on our business.
♦ number of market participants,
♦ extreme peak demands,Market Oversight
♦ available supply resources,Regulatory agencies that have jurisdiction over our businesses,
♦ transportation and transmission availability andincluding the FERC and CFTC, possess broad enforcement and

reliability within and between regions,investigative authority to ensure well functioning markets and to
♦ location of our generating facilities relative to theprohibit market manipulation or violations of the agencies’ rules

location of our load-serving obligations,or orders. These agencies also possess significant civil penalty
♦ implementation of new market rules governingauthority, including in the case of FERC and the CFTC, the

operations of regional power pools,authority to impose a penalty of up to $1 million per day per
♦ procedures used to maintain the integrity of the physicalviolation. We are committed to a culture of compliance and

electricity system during extreme conditions,ensuring compliance with all applicable rules, laws and orders.
♦ changes in the nature and extent of federal and stateNonetheless, the regulatory agencies engage in either public or

regulations, andnon-public investigations in response to allegations of
♦ international supply and demand.wrongdoing and we may be involved in certain market activities
These factors can affect energy commodity and derivativethat become subject to investigations. Even where no

prices in different ways and to different degrees. These effectswrongdoing is found, the process of participating in a regulatory
may vary throughout the country as a result of regionalinvestigation could have a material effect on our business.
differences in:

♦ weather conditions,
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♦ market liquidity, operations and require management’s most difficult, subjective,
♦ capability and reliability of the physical electricity and or complex judgment, often as a result of the need to make

gas systems, estimates about the effect of matters that are inherently
♦ local transportation systems, and uncertain and may change in subsequent periods. We discuss our
♦ the nature and extent of electricity deregulation. significant accounting policies, including those that do not
Other factors also impact the demand for electricity and gas require management to make difficult, subjective, or complex

in our regulated businesses. These factors include the number of judgments or estimates, in Note 1 to Consolidated Financial
customers and usage per customer during a given period. We use Statements.
these terms later in our discussions of regulated electric and gas

Accounting for Derivatives and Hedging Activitiesoperations. In those sections, we discuss how these and other
We utilize a variety of derivative instruments in order to managefactors affected electric and gas sales during the periods
commodity price risk, interest rate risk, and foreign currencypresented.
risk. Because of the extensive nature of the accountingThe number of customers in a given period is affected by
requirements that govern both accounting treatment andnew home and apartment construction and by the number of
documentation, as well as the complexity of the transactionsbusinesses in our service territory.
within its scope, management is required to exercise judgment inUsage per customer refers to all other items impacting
several areas, including the following:customer sales that cannot be measured separately. These factors

♦ identification of derivatives,include the strength of the economy in our service territory.
♦ selection of accounting treatment for derivatives,When the economy is healthy and expanding, customers tend to
♦ valuation of derivatives, andconsume more electricity and gas. Conversely, during an
♦ impact of uncertainty.economic downturn, our customers tend to consume less
As discussed in more detail below, the exercise ofelectricity and gas.

management’s judgment in these areas materially impacts our
Environmental Matters and Legal Proceedings financial statements. While we believe we have appropriate
We discuss details of our environmental matters in Note 12 to controls in place to apply the derivative accounting
Consolidated Financial Statements and Item 1. Business— requirements, failure to meet these requirements, even
Environmental Matters section. We discuss details of our legal inadvertently, could require the use of a different accounting
proceedings in Note 12 to Consolidated Financial Statements. treatment for the affected transactions. In addition,
Some of this information is about costs that may be material to interpretations of these accounting requirements continue to
our financial results. evolve, and future changes in accounting requirements also could

affect our financial statements materially. We discuss derivatives
Accounting Standards Adopted and Issued and hedging activities in more detail in Note 1 and Note 13 to
We discuss recently adopted and issued accounting standards in Consolidated Financial Statements.
Note 1 to Consolidated Financial Statements.

Identification of Derivatives
Critical Accounting Policies We must evaluate new and existing transactions and agreements
Our discussion and analysis of financial condition and results of to determine whether they are derivatives. Identifying derivatives
operations is based on our consolidated financial statements that requires us to exercise judgment in interpreting the definition of
were prepared in accordance with accounting principles generally a derivative and applying that definition to each individual
accepted in the United States of America. Management makes contract. If a contract is not a derivative, we cannot apply
estimates and assumptions when preparing financial statements. derivative accounting, and we generally must record the effects
These estimates and assumptions affect various matters, of the contract in our financial statements upon delivery or
including: settlement under the accrual method of accounting. In contrast,

♦ our reported amounts of revenues and expenses in our if a contract is a derivative, we must apply derivative accounting,
Consolidated Statements of Income (Loss), which provides for several possible accounting treatments as

♦ our reported amounts of assets and liabilities in our discussed more fully under Accounting Treatment below. As a
Consolidated Balance Sheets, and result, the required accounting treatment and its impact on our

♦ our disclosure of contingent assets and liabilities. financial statements can vary substantially depending upon
These estimates involve judgments with respect to whether a contract is a derivative or a non-derivative.

numerous factors that are difficult to predict and are beyond
management’s control. As a result, actual amounts could Accounting Treatment
materially differ from these estimates. We are permitted several possible accounting treatments for

Management believes the following accounting policies derivatives that meet all of the applicable requirements.
represent critical accounting policies as defined by the Securities Mark-to-market is the default accounting treatment for all
and Exchange Commission (SEC). The SEC defines critical derivatives unless they qualify, and we affirmatively designate
accounting policies as those that are both most important to the them, for one of the other accounting treatments. Derivatives
portrayal of a company’s financial condition and results of designated for any of the other elective accounting treatments
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must meet specific, restrictive criteria, both at the time of We exercise judgment in determining which derivatives
designation and on an ongoing basis. qualify for a particular accounting treatment, including:

The permissible accounting treatments for derivatives are: ♦ Cash flow and fair value hedges—determination that all
♦ mark-to-market, hedge accounting requirements are satisfied, including
♦ cash flow hedge, the expectation that the derivative will be highly
♦ fair value hedge, and effective in offsetting changes in cash flows or fair value
♦ accrual accounting under Normal Purchase/Normal Sale from the risk being hedged and, for cash flow hedges,

(NPNS). the probability that the hedged forecasted transaction
Each of the accounting treatments that we use for will occur.

derivatives affects our financial statements in substantially ♦ Accrual accounting under NPNS—determination that
different ways as summarized below: the derivative will result in gross physical delivery of the

underlying commodity and will not settle net.
Recognition and Measurement We also exercise judgment in selecting the accountingAccounting

Treatment Balance Sheet Income Statement treatment that we believe provides the most transparent
presentation of the economics of the underlying transactions.Mark-to-market ♦ Derivative asset or ♦ Changes in fair value

liability recorded at fair recognized in earnings Although contracts may be eligible for hedge accounting or
value NPNS designation, we are not required to designate and account

for all such contracts identically. We generally elect accrual orCash flow ♦ Derivative asset or ♦ Ineffective changes in
hedge accounting for our physical energy delivery activitieshedge liability recorded at fair fair value recognized in

value earnings (generation and customer supply) because accrual accounting
♦ Effective changes in fair ♦ Amounts in accumulated more closely aligns the timing of earnings recognition, cash

value recognized in other comprehensive flows, and the underlying business activities. By contrast, we
accumulated other income reclassified to generally apply mark-to-market accounting for risk management
comprehensive income earnings when the

and trading activities because changes in fair value more closelyhedged forecasted
reflect the economic performance of the activity. However, wetransaction affects
also use mark-to-market accounting for the following physicalearnings or becomes
energy delivery activities:probable of not

occurring ♦ our nonregulated retail gas customer supply activities,
which are managed using economic hedges that we haveFair value ♦ Derivative asset or ♦ Changes in fair value
not designated as cash-flow hedges so as to match thehedge liability recorded at fair recognized in earnings

value ♦ Changes in fair value of timing of recognition of the earnings impacts of those
♦ Book value of hedged hedged asset or liability activities to the greatest extent permissible, and

asset or liability adjusted recognized in earnings ♦ economic hedges of activities that require accrual
for changes in its fair accounting for which the related hedge requires
value mark-to-market accounting.

NPNS ♦ Fair value not recorded ♦ Changes in fair value
(accrual) ♦ Accounts receivable or not recognized in

accounts payable earnings
recorded when derivative ♦ Revenue or expense
settles recognized in earnings

when underlying
physical commodity is
sold or consumed
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As a result of making these judgments, the selection of accounting treatments for derivatives has a material impact on our
financial position and results of operations. These impacts affect several components of our financial statements, including assets,
liabilities, and accumulated other comprehensive income (AOCI). Additionally, the selection of accounting treatment also affects the
amount and timing of the recognition of earnings. The following table summarizes these impacts:

Accounting TreatmentEffect of Changes
in Fair Value on: Mark-to-market Cash Flow Hedge Fair Value Hedge NPNS

Assets and liabilities ♦ Increase or decrease in ♦ Increase or decrease in ♦ Increase or decrease in ♦ No impact
derivatives derivatives derivatives

♦ Decrease or increase
in hedged asset or
liability

AOCI ♦ No impact ♦ Increase or decrease ♦ No impact ♦ No impact
for effective portion of
hedge

Earnings prior to ♦ Increase or decrease ♦ Increase or decrease ♦ Increase or decrease ♦ No impact
settlement for ineffective portion for change in

of hedge derivatives
♦ Decrease or increase

for change in hedged
asset or liability

♦ Increase or decrease
for ineffective portion

Earnings at settlement ♦ No impact ♦ Amounts in AOCI ♦ Hedged margin ♦ Revenue or expense
reclassified to earnings recognized in earnings recognized in earnings
when hedged when underlying
forecasted transaction physical commodity is
affects earnings or sold or consumed
when the forecasted
transaction becomes
probable of not
occurring

Valuation valuation adjustments and determining the level of such
We record mark-to-market and hedge derivatives at fair value, adjustments and changes in those levels. We discuss fair value
which represents an exit price for the asset or liability from the measurements in more detail in Note 13 to Consolidated
perspective of a market participant. An exit price is the price at Financial Statements.
which a market participant could sell an asset or transfer a The judgments we are required to make in order to
liability to an unrelated party. While some of our derivatives estimate fair value have a material impact on our financial
relate to commodities or instruments for which quoted market statements. These judgments affect the selection, appropriateness,
prices are available from external sources, many other and application of modeling techniques, the methods used to
commodities and related contracts are not actively traded. identify or estimate inputs to the modeling techniques, and the
Additionally, some contracts include quantities and other factors consistency in applying these techniques over time and across
that vary over time. In these cases, we must use modeling types of derivative instruments. Changes in one or more of these
techniques to estimate expected future market prices, contract judgments could have a material impact on the valuation of
quantities, or both in order to determine fair value. derivatives and, as a result, could also have a material impact on

The prices, quantities, and other factors we use to our financial position or results of operations.
determine fair value reflect management’s best estimates of
inputs a market participant would consider. We record valuation Impacts of Uncertainty
adjustments to reflect uncertainties associated with estimates The accounting for derivatives and hedging activities involves
inherent in the determination of fair value that are not significant judgment and requires the use of estimates that are
incorporated in market price information or other market-based inherently uncertain and may change in subsequent periods. The
estimates we use to determine fair value. To the extent possible, effect of changes in assumptions and estimates could materially
we utilize market-based data together with quantitative methods impact our reported amounts of revenues and costs and could be
for both measuring the uncertainties for which we record
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affected by many factors including, but not limited to, the that we are otherwise required to make (for example, in
following: preparing our earnings forecasts). If we are considering

♦ uncertainty surrounding inputs to the estimates of fair alternative courses of action to recover the carrying amount of a
value due to factors such as illiquid markets or the long-lived asset (such as the potential sale of an asset), we
absence of observable market price information, probability-weight the alternative courses of action to estimate

♦ our ability to continue to designate and qualify the cash flows.
derivative contracts for NPNS accounting or hedge We use our best estimates in making these evaluations and
accounting, consider various factors, including forward price curves for

♦ potential volatility in earnings from ineffectiveness on energy, fuel costs, and operating costs. However, actual future
derivatives for which we have elected hedge accounting, market prices and project costs could vary from the assumptions
and used in our estimates, and the impact of such variations could

♦ our ability to enter into new mark-to-market derivative be material.
origination transactions. If we determine that the undiscounted cash flows from an

asset to be held and used are less than the carrying amount of
Evaluation of Assets for Impairment and Other Than the asset, or if we have classified an asset as held for sale, we
Temporary Decline in Value must estimate fair value to determine the amount of any
Long-Lived Assets impairment loss. The estimation of fair value also involves
We are required to evaluate certain assets that have long lives judgment. We consider quoted market prices in active markets
(for example, generating property and equipment and real estate) to the extent they are available. In the absence of such
to determine if they are impaired when certain conditions exist. information, we may consider prices of similar assets, consult
We are required to test our long-lived assets for recoverability with brokers, or employ other valuation techniques. Often, we
whenever events or changes in circumstances indicate that their will discount the estimated future cash flows associated with the
carrying amount may not be recoverable. Examples of such asset using a single interest rate that is commensurate with the
events or changes are: risk involved with such an investment or employ an expected

♦ a significant decrease in the market price of a long-lived present value method that probability-weights a range of possible
asset, outcomes. The use of these methods involves the same inherent

♦ a significant adverse change in the manner an asset is uncertainty of future cash flows as discussed above with respect
being used or its physical condition, to undiscounted cash flows. Actual future market prices and

♦ an adverse action by a regulator or legislature or an project costs could vary from those used in our estimates, and
adverse change in the business climate, the impact of such variations could be material.

♦ an accumulation of costs significantly in excess of the
amount originally expected for the construction or Gas Properties
acquisition of an asset, We evaluate unproved property at least annually to determine if

♦ a current-period loss combined with a history of losses it is impaired. Impairment for unproved property occurs if there
or the projection of future losses, or are no firm plans to continue drilling, the lease is near its

♦ a change in our intent about an asset from an intent to expiration, or historical experience necessitates a valuation
hold to a greater than 50% likelihood that an asset will allowance.
be sold or disposed of before the end of its previously
estimated useful life. Investments

For long-lived assets classified as held for sale, we recognize We evaluate our equity-method and cost-method investments
an impairment loss to the extent their carrying amount exceeds (for example, CENG, UNE, CEP and partnerships that own
their fair value less costs to sell. For long-lived assets that we power projects) to determine whether or not they are impaired.
expect to hold and use, we recognize an impairment loss only if The standard for determining whether an impairment must be
the carrying amount of an asset is not recoverable and exceeds recorded is whether the investment has experienced an ‘‘other
its fair value. The carrying amount of an asset is not recoverable than a temporary’’ decline in value.
if it exceeds the total undiscounted future cash flows expected to The evaluation and measurement of investment
result from the use and eventual disposition of the asset. impairments involves the same uncertainties as described above
Therefore, when we believe an impairment condition may have for long-lived assets that we own directly. Similarly, the estimates
occurred, we estimate the undiscounted future cash flows that we make with respect to our equity and cost-method
associated with the asset at the lowest level for which identifiable investments are subject to variation, and the impact of such
cash flows are largely independent of the cash flows of other variations could be material. Additionally, if the projects in
assets and liabilities. This necessarily requires us to estimate which we hold these investments recognize an impairment, we
uncertain future cash flows. would record our proportionate share of that impairment loss

In order to estimate future cash flows, we consider and would evaluate our investment for an other than temporary
historical cash flows and changes in the market environment and decline in value.
other factors that may affect future cash flows. To the extent
applicable, the assumptions we use are consistent with forecasts
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We continuously monitor issues that potentially could less than its carrying value, an impairment loss is required to be
impact future profitability of our equity-method investments that recognized to the extent that the carrying value of goodwill is
own geothermal, coal, hydroelectric, fuel processing projects, as greater than its fair value.
well as our equity investments in our nuclear joint ventures and
CEP. These issues include environmental and legislative Significant Events

Sale of 49.99% Membership Interest in CENG to EDFinitiatives as well as events that will impact the viability of new
On November 6, 2009, we sold a 49.99% membership interestnuclear development. We discuss certain risks and uncertainties
in CENG, our nuclear generation and operation business. Thein more detail in our Forward Looking Statements and Item 1A.
following summarizes where we disclose the significant impactsRisk Factors sections. However, should future events cause these
of this transaction on us:investments to become uneconomic, our investments in these

♦ We provide an overview of this transaction in Item 1.projects could become impaired.
Business section.Current California statutes and regulations require

♦ Upon the close of this transaction, we deconsolidatedload-serving entities to increase their procurement of renewable
CENG and recorded our initial investment in CENGenergy resources and mandate statewide reductions in greenhouse
on our Consolidated Balance Sheets. We discuss thegas emissions. Given the need for electric power and the
significant changes as a result of recording thestatutory and regulatory requirements increasing demand for
transaction and the deconsolidation of CENG on ourrenewable resource technologies, we believe California will
Consolidated Balance Sheets and the expected impact oncontinue to foster an environment that supports the use of
our ongoing financial results and cash flows in thisrenewable energy and continues certain subsidies that will make
section.renewable energy projects economical. However, should

♦ As a result of recording the transaction, we haveCalifornia legislation and regulatory policies and federal energy
presented certain additional line items on ourpolicies fail to adequately support renewable energy initiatives,
consolidated financial statements in Item 8, such as ourour equity-method investments in these types of projects could
investment in CENG, the gain on sale, and thebecome impaired, and any losses recognized could be material.
proceeds received from the transaction.

Debt and Equity Securities ♦ We recorded a significant gain on the sale of the
Our available for sale investments in debt and equity securities 49.99% membership interest as well as on our retained
are subject to impairment evaluations. Our most significant interest at transaction close. The fair value of our
available for sale securities were the nuclear decommissioning investment in CENG exceeded our share of CENG’s
trust fund assets. However, upon the completion of our equity because CENG’s assets and liabilities retained
transaction with EDF on November 6, 2009, we no longer their historical carrying value. This basis difference will
reflect the nuclear decommissioning trust fund assets on our be amortized as a reduction to our future equity in
Consolidated Balance Sheets. To the extent that CENG impairs earnings of CENG. We discuss this item in Notes 2 and
its nuclear decommissioning trust fund assets, we will report our 4 to Consolidated Financial Statements.
share of the impairment as part of our equity investment ♦ We discuss the Maryland PSC order approving the
earnings in CENG. transaction in Note 2 to Consolidated Financial

We determine whether a decline in fair value of an Statements.
investment below book value is other than temporary. If we ♦ The closing of the transaction impacted our credit
determine that the decline in fair value is other than temporary, facilities and, therefore, our net available liquidity. We
the cost basis of the investment must be written down to fair discuss our net available liquidity in this section.
value as a new cost basis. For securities held in our nuclear ♦ A portion of the proceeds received from the transaction
decommissioning trust fund through November 6, 2009 for will be used to retire approximately $1 billion of debt
which the market value was below book value, the decline in fair prior to its maturity. We discuss our debt retirements to
value for these securities was considered other than temporary, date in Note 9 to Consolidated Financial Statements.
and the securities were written down to fair value. ♦ Given the significance of our investment in CENG, we

are exposed to many of the same risks as CENG.Goodwill
CENG is exposed to risks associated with operatingGoodwill is the excess of the purchase price of an acquired
nuclear generating facilities and the risk of a nuclearbusiness over the fair value of the net assets acquired. We do not
accident. We discuss our exposure to certain of theseamortize goodwill. We evaluate goodwill for impairment at least
risks in Note 12 to Consolidated Financial Statements.annually or more frequently if events and circumstances indicate ♦ We entered into the following agreements with CENG:the business might be impaired. Goodwill is impaired if the ♦ a power purchase agreement,carrying value of the business exceeds fair value. Annually, we ♦ a power services agency agreement, andestimate the fair value of the businesses we have acquired using ♦ an administrative services agreement.techniques similar to those used to estimate future cash flows for
We discuss the nature and purpose of these agreementslong-lived assets as discussed on the previous page, which
in Note 16 to Consolidated Financial Statements.involves judgment. If the estimated fair value of the business is
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BGE Residential Customer Rate Credit Merger Termination and Strategic Alternatives Costs
On October 30, 2009, as part of the order approving our Throughout 2009, we incurred merger termination and strategic
transaction with EDF, the Maryland PSC required Constellation alternatives costs related to the terminated merger with
Energy to fund a one-time distribution rate credit to be given to MidAmerican Energy Holdings Company (MidAmerican) in
BGE residential customers before the end of March 2010 2008, the conversion of our Series A Preferred Stock into a note,
totaling $110.5 million, or approximately $100 per customer. In the transactions related to EDF, and other strategic alternatives
December 2009, BGE filed a tariff with the Maryland PSC costs. We discuss costs related to the mergers and strategic
stating BGE would give residential customers a distribution rate alternatives in more detail in Note 2 to Consolidated Financial
credit of exactly $100 per customer. We recorded the total credit Statements.
of $112.4 million in the fourth quarter of 2009 and will apply

Impairment Losses and Other Costsit to customer bills in the first quarter of 2010 as required under
Throughout 2009, we recorded impairment losses and otherthe order. Constellation Energy made a $66 million equity
costs on certain of our equity method investments, investmentscontribution to BGE in December 2009 to fund the after-tax
in equity securities and other assets. We discuss these charges inamount of the rate credit as required by the Maryland PSC
more detail in the Note 2 to Consolidated Financial Statements.order approving the transaction with EDF. We discuss BGE’s

residential customer rate credit in Note 2 to Consolidated
Workforce Reduction CostsFinancial Statements.
During 2009, we incurred workforce reduction costs primarily
related to the divestiture of a majority of our internationalContribution to BGE
commodities operation as well as other smaller restructuringsOn October 30, 2009, as part of the order approving our
elsewhere in our organization. We recognized a $12.6 milliontransaction with EDF, the Maryland PSC required Constellation
pre-tax charge in 2009 related to the elimination ofEnergy to provide a $250 million cash capital contribution to
approximately 180 positions. We expect all of theseBGE by no later than June 30, 2010. Constellation Energy
restructurings will be completed within 12 months from themade this contribution in December 2009.
program’s initiation. We discuss our workforce reduction costs in

Acquisitions more detail in Note 2 to Consolidated Financial Statements.
In July 2009, we acquired CLT Efficient Technologies Group

Redemption of Notes(CLT), an energy services company.
In the fourth quarter of 2009, we redeemed our Zero CouponOn November 30, 2009, we signed an agreement to
Senior Notes early and recognized a pre-tax loss ofacquire the Criterion wind project in Garrett County, Maryland.
$16.0 million.We discuss these acquisitions in more detail in Note 15 to

In February 2010, we retired certain of our 7.00% NotesConsolidated Financial Statements.
due April 1, 2012 as part of a cash tender offer launched in

Divestitures January 2010 and issued call notices to retire certain tax exempt
During 2009, we completed the following divestitures: notes.

We discuss these transactions in more detail in Note 9 to
Operation Closing Date Consolidated Financial Statements.
Majority of our international commodities

Results of Operationsoperation March 2009
In this section, we discuss our earnings and the factors affectingGas and other trading operations (1) April 2009
them. We begin with a general overview, and then separately

Uranium market participant June 2009 discuss earnings for our operating segments. Significant changes
in other income (expense), fixed charges, and income taxes areShipping joint venture investment August 2009
discussed in the aggregate for all segments in the Consolidated

District energy facility December 2009
Nonoperating Income and Expenses section.

(1) Simultaneously with this divestiture, we entered into an As discussed in Item 1 Business—Overview section and in
agreement with the buyer to provide us with the gas supply the Strategy and Significant Events sections, Constellation
needed to support our retail gas customer supply operations. Energy’s 2009 and 2008 operating results were materially

impacted by a number of significant events, transactions, andWe discuss these divestitures and the gas supply agreement
changes in our strategic direction. The impact of these items hasin more detail in the Note 2 to Consolidated Financial Statements.
affected the comparability of our 2009 and 2008 results to prior
periods and will alter Constellation Energy’s operating results in
the future. In this section, we highlight the 2009 and 2008
impacts of these items.
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Overview Our total net loss attributable to common stock for 2008
Results deteriorated compared to 2007 by $2.1 billion, or $11.84 per

share, mostly because of the following:2009 2008 2007

(In millions, after-tax) Increase/(Decrease)
Net income (loss):

2008 vs. 2007
Merchant energy $4,435.0 $(1,374.6) $677.9
Regulated electric 79.1 11.1 107.9 (in millions, after-tax)
Regulated gas 25.5 40.4 32.0 Generation gross margin $ 114
Other nonregulated (36.2) 4.7 16.6 Customer Supply gross margin (79)

Global Commodities gross margin (121)Income (Loss) from continuing
Sale of upstream gas assets 16operations and before cumulative

effects of changes in accounting Absence of 2007 sale of CEP LLC equity (39)
principles 4,503.4 (1,318.4) 834.4 Hedge ineffectiveness (26)

Loss from discontinued operations — — (0.9) Credit loss—coal supplier bankruptcy (33)
Merchant operating expenses excluding badNet Income (Loss) $4,503.4 $(1,318.4) $833.5

debt expense, primarily labor and benefit
Net Income (Loss) attributable to costs 57

common stock $4,443.4 $(1,314.4) $821.5 Merchant bad debt expense (19)
Change from prior year $5,757.8 $(2,135.9) Merchant interest expense (63)

Synthetic fuel facilities (9)Our total net income attributable to common stock for
Other nonregulated businesses (12)2009 improved compared to 2008 by $5.8 billion, or $29.53
Interest and investment income (35)

per share, mostly because of the following:
Total change in Other Items Included in

Operations per table below (1,966)Increase/(Decrease)
All other changes 792009 vs. 2008

(in millions, after-tax) Total Change $(2,136)
Generation gross margin $ 38
Customer Supply gross margin 22 Other Items Included in Operations (after-tax):
Global Commodities gross margin (177) 2009 2008 2007
Absence of sale of upstream gas assets (16) (In millions, after-tax)
Hedge ineffectiveness 84 Gain on sale of 49.99% interest in
Absence of credit loss—coal supplier CENG $4,456.1 $ — $ —

Amortization of basis difference inbankruptcy 33
CENG (17.8) — —Regulated businesses, excluding the effects

International commoditiesof the 2008 Maryland settlement
operation and gas trading

agreement and the 2009 residential operation1 (371.9) — —
customer credit 10 Impairment losses and other costs (96.2) (468.4) (12.2)

Merger termination and strategicOther nonregulated businesses (41)
alternatives costs (13.8) (1,204.4) —Total change in Other Items Included in

Loss on redemption of ZeroOperations per table below 5,763
Coupon Senior Notes (10.0) — —

All other changes 42 BGE residential customer rate
credit (67.1) — —Total Change $5,758

Maryland settlement credit — (110.5) —
Impairment of nuclear

decommissioning trust assets (46.8) (82.0) —
Emission allowance write down, net — (28.7) —
Non-qualifying hedges — (70.1) 2.0
Credit facility amendment/

termination fees (37.7) — —
Workforce reduction costs (9.3) (13.4) (1.4)

Total Other Items $3,785.5 $(1,977.5) $(11.6)

Change from prior year $5,763.0 $(1,965.9)

(1) These amounts include the net losses on the sales of the international
commodities operation, gas trading operation, certain other trading
operations, and a uranium market participant, the reclassification of
losses on previously designated cash-flow hedges from Accumulated Other
Comprehensive Loss because the forecasted transactions are probable of
not occurring, and earnings that are no longer part of our core business.
The impairment losses and other costs and workforce reduction costs line
items also include amounts related to the operations we divested.
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Merchant Energy Business Results
Background 2009 2008 2007
Our merchant energy business is a competitive provider of (In millions)
energy solutions for various customers. We discuss the impact of Revenues $12,433.5 $ 16,690.5 $ 18,736.4

Fuel and purchased energy expenses (9,473.1) (13,791.4) (15,501.8)deregulation on our merchant energy business in Item 1.
Operating expenses (1,534.2) (1,729.7) (1,791.8)Business—Competition section.
Impairment losses and other costs (98.1) (741.8) (20.2)Our merchant energy business focuses on delivery of
Workforce reduction costs (12.6) (15.4) (2.3)

physical, customer-oriented products to producers and Merger termination and strategic
consumers, manages the risk and optimizes the value of our alternatives costs (145.8) (1,204.4) —

Depreciation, depletion, andowned generation assets and customer supply activities, and uses
amortization (250.2) (287.1) (269.9)our portfolio management and trading capabilities both to

Accretion of asset retirement
manage risk and to deploy limited risk capital. obligations (62.3) (68.4) (68.3)

At the beginning of 2009, we outlined various strategic Taxes other than income taxes (108.5) (124.3) (110.2)
Equity investment earnings 18.7 82.3 8.1initiatives to reduce risk for our Global Commodities operation.
Gain on sale of 49.99% interest inAs of December 31, 2009, these initiatives have been completed.

CENG 7,445.6 — —
We discuss our current strategy in more detail in the Strategy (Loss) gain on divestitures (464.2) 25.5 —
section.

Income (Loss) from Operations $ 7,748.8 $ (1,164.2) $ 980.0
The execution of our strategy in the future may be affected

Income (Loss) from continuingby instability in financial, credit, and commodities markets.
operations and before cumulative

Execution of our goals could have a substantial effect on the effects of changes in accounting
nature and mix of our business activities. principles (after-tax) $ 4,435.0 $ (1,374.6) $ 677.9

Loss from discontinued operationsWe record merchant energy revenues and expenses in our
(after-tax) — — (0.9)financial results in different periods depending upon which

Net Income (Loss) $ 4,435.0 $ (1,374.6) $ 677.0portion of our business they affect and based on the associated
accounting policies. We discuss our revenue recognition policies Net Income (Loss) attributable to

common stock $ 4,381.0 $ (1,357.4) $ 678.3in the Critical Accounting Policies section and in Note 1 to
Consolidated Financial Statements. Change from prior year $ 5,738.4 $ (2,035.7)

Our Global Commodities operation transacts in energy and
Other Items Included in Operations (after-tax):energy-related commodities in order to manage our portfolio of

Gain on sale of 49.99% interest in
energy purchases and sales to customers through structured CENG $ 4,456.1 $ — $ —
transactions. As part of these activities, we trade energy and Amortization of basis difference in

CENG (17.8) — —energy-related commodities and deploy limited risk capital in the
International commodities operationmanagement of our portfolio in order to earn returns. We

and gas trading operation (1) (371.9) — —
discuss the impact of our trading activities and economic value Impairment losses and other costs (84.7) (468.4) (12.2)
at risk in more detail in the Mark-to-Market and Risk Merger termination and strategic

alternatives costs (13.8) (1,204.4) —Management sections.
Loss on redemption of Zero

Coupon Senior Notes (10.0) — —
Impairment of nuclear

decommissioning trust assets (46.8) (82.0) —
Emission allowance write-down, net — (28.7) —
Non-qualifying hedges — (70.1) 2.0
Credit facility amendment/

termination fees (37.7) — —
Workforce reduction costs (9.3) (9.3) (1.4)

Total Other Items $ 3,864.1 $ (1,862.9) $ (11.6)

Change from prior year $ 5,727.0 $ (1,851.3)

Above amounts include intercompany transactions eliminated in our
Consolidated Financial Statements. Note 3 provides a reconciliation of
operating results by segment to our Consolidated Financial Statements.
(1) Amount includes the net losses on the sales of the international

commodities operation, gas trading operation, certain other trading
operations, and a uranium market participant, the reclassification of
losses on previously designated cash-flow hedges from Accumulated Other
Comprehensive Loss because the forecasted transactions are probable of
not occurring, and earnings that are no longer part of our core business.
The impairment losses and other costs and workforce reduction costs line
items also include amounts related to the operations we divested.

45



Effects of Transaction with EDF on Statement of Income (Loss) useful tool for assessing the profitability of our merchant energy
Prior to November 6, 2009, CENG was a 100% owned business. Accordingly, we believe it is appropriate to discuss the
subsidiary, and we consolidated its financial results within our operating results of our merchant energy business by analyzing
Consolidated Statements of Income (Loss). On November 6, the changes in gross margin between periods. In managing our
2009, we completed the sale of a 49.99% membership interest portfolio, we may terminate, restructure, or acquire contracts.
in CENG to EDF, and we deconsolidated CENG. Accordingly, Such transactions are within the normal course of managing our
for the period from November 6, 2009 through December 31, portfolio and may materially impact the timing of our
2009, we ceased recording CENG’s financial results and began recognition of revenues, fuel and purchased energy expenses, and
to record equity investment earnings from CENG as well as the cash flows.
effect of our PPA and other transactions with CENG. We In the third quarter of 2007, we changed the management
discuss our transaction with EDF in more detail in Note 2 to of the wholesale procurement function for retail gas activities
Consolidated Financial Statements. from our Customer Supply operations to our Global

For the period from January 1, 2009 through November 6, Commodities operation. In connection with this change, we
2009, our merchant energy results included the following began to prospectively account for the underlying retail gas
financial results of CENG: contracts as derivative contracts subject to mark-to-market

accounting, under which changes in fair value are recorded in
For the period from January 1, 2009 through November 6, 2009 revenues as they occur. This activity was previously accounted

(In billions) for on a gross basis and recorded in accrual revenues and fuel
Revenues $1.2 and purchased energy expenses. The change to mark-to-market
Fuel and purchased energy expenses 0.1

accounting for this activity reduced both our accrual revenues
Operating expenses 0.8

and fuel and purchased energy expenses in 2008 and 2007.Depreciation and amortization 0.1
However, the change had a minimal impact on gross margin.Income from operations 0.2

We discuss our merchant energy revenues, fuel and
purchased energy expenses, and gross margin below.As a result of deconsolidation, we expect that our future

merchant energy results will differ from historical results
Revenuesprimarily due to the following factors:
Our merchant energy revenues decreased $4,257.0 million in♦ Revenues—We will sell between 85-90% of the output
2009 compared to 2008 and decreased $2,045.9 million in 2008of CENG’s plants, excluding output sold by CENG
compared to 2007 primarily due to the following:directly to third parties, rather than 100% of the plants’

total output including volumes contracted to third
2009 2008

parties. vs. 2008 vs. 2007
♦ Fuel and purchased energy expenses—We will not (In millions)

include nuclear fuel expense but instead will reflect our Change in Global Commodities mark-to-market
purchase of between 85-90% of the output of CENG’s revenues due to changes in power and gas prices $ (215) $ (403)

Decrease in volume of business primarily related toplants, excluding output sold directly to third parties, as
our international coal and freight operation, whichprovided under the terms of the PPA with CENG.
we have divested (647) —♦ Operating expenses—We will no longer include CENG’s

Change in contract prices and volume of businessplant operating costs or general and administrative
primarily related to our divested international coal

expenses. and freight operation — (281)♦ Depreciation and amortization expense—We will no Change in contract prices and volumes related to our
longer include deprecation of CENG’s nuclear plants. domestic coal operation 280 —

Additionally, we will record our 50.01% share of CENG’s Realization of lower prices and volume of business at
our gas trading operation, which we have divested,financial results and amortization of the CENG basis difference
and absence of revenue due to the sales of certainin the ‘‘Equity Investment (Losses) Earnings’’ line in our
of our upstream gas properties in 2008 (283) —Consolidated Statements of Income (Loss). We discuss the

Lower volumes of wholesale and retail load at ouraccounting for our retained investment in CENG in more detail
Global Commodities and Customer Supply

in Note 2 to Consolidated Financial Statements.
operations, partially offset by higher contract
prices (3,416) —

Revenues and Fuel and Purchased Energy Expenses Realization of higher contract prices on wholesale
Our merchant energy business manages the revenues we realize and retail load at our Global Commodities and
from the sale of energy and energy-related products to our Customer Supply operations — 658

All other (for 2008 vs. 2007, substantially all due tocustomers and our costs of procuring fuel and energy. The
change in gas procurement activities) 24 (2,020)difference between revenues and fuel and purchased energy

expenses, including all direct expenses, represents the gross Total decrease in merchant revenues $(4,257) $(2,046)
margin of our merchant energy business, and this measure is a
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Fuel and Purchased Energy Expenses power projects. We discuss our treatment of equity
Our merchant energy fuel and purchased energy expenses investment earnings in more detail in Note 1 to
decreased $4,318.3 million in 2009 compared to 2008 and Consolidated Financial Statements.
decreased $1,710.4 million in 2008 compared to 2007 primarily ♦ Customer Supply—our load-serving operation that
due to the following: provides energy products and services to wholesale and

retail electric and natural gas customers, including
2009 2008 distribution utilities, cooperatives, aggregators, andvs. 2008 vs. 2007

commercial, industrial and governmental customers. We
(In millions)

present the gross margin results of this operation basedChange in Global Commodities mark-to-market
on the gross margin value of new customer supplyexpenses related to international coal purchase
arrangements at the time of execution assuming ancontracts $ 218 $ (106)
estimated level of customer usage and the impact of anyDecrease in volume of business primarily related to

our international coal and freight operation, which changes in the underlying usage of the customers based
we have divested (615) — on actual energy deliveries including decreased demand

Change in contract prices and volume of business related to the current economic environment. Changes
primarily related to our international coal and in estimated customer usage result from attrition
freight operation — (238)

(customers changing suppliers) or variable load riskRealization of lower volumes at our gas trading
(changes in actual usage when compared to expectedoperations, which we have divested (220) —
usage). All commodity price risk is presented in andIncrease in contract prices and volume related to our
managed by our Global Commodities operation.domestic coal operation 259 —

Lower volumes on wholesale and retail power ♦ Global Commodities—our marketing, risk management,
purchases at our Global Commodities and and trading operation that manages contractually owned
Customer Supply operations (3,956) — physical assets, including generation facilities and natural

Realization of higher contract prices on wholesale gas properties, provides risk management services, and
and retail purchases at our Global Commodities

trades energy and energy-related commodities. This
and Customer Supply operations — 710

operation provides the wholesale risk managementDecrease in synfuels expenses due to expiration of
function for our Generation and Customer Supplytax credits in 2007 — (141)
operations, as well as our structured products andAll other (for 2008 vs. 2007, substantially all due to

change in gas procurement activities) (4) (1,935) energy investments portfolios, and includes our
merchant energy business’ actual hedged positions withTotal decrease in merchant energy fuel and purchased
third parties. Therefore, changes in gross margin for thisenergy expenses $(4,318) $(1,710)
operation result mostly from changes in commodity
prices and positions across the various commodities and

Gross Margin
regions in which we transact.

We analyze our merchant energy gross margin in the following
We provide a summary of our gross margin for these three

categories.
components of our merchant energy business as follows:♦ Generation—our operation that owns, operates, and

maintains fossil, nuclear (through November 6, 2009), 2009 2008 2007
and renewable generating facilities and holds indirect (Dollar amounts in millions)

% of % of % ofinterests in nuclear generating facilities (since
Total Total Total

November 6, 2009), qualifying facilities, and power
Gross margin:projects in the United States. We present the gross

Generation $1,976 67% $1,919 66% $1,698 53%
margin results of this operation based on a 100% Customer Supply 799 27 765 26 889 27
hedged assumption for the portfolio, related to both Global Commodities 185 6 215 8 648 20
output from the facilities and the fuel used to generate

Total $2,960 100% $2,899 100% $3,235 100%
electricity. The assumption is based on executing hedges
at current market prices with the Global Commodities

Generationoperation at the end of each prior fiscal year in order to
The $57 million increase in Generation gross margin in 2009ensure that the Generation operation is fully hedged.
compared to 2008 is primarily due to the following:Therefore, all commodity price risk is managed by and

♦ $178 million increase from higher energy prices for thepresented in the results of our Global Commodities
output of our generating assets in the PJM and Newoperation as discussed below. Changes in gross margin
York regions based on prices established at the end ofof our Generation operation during the period are due
2008 (see Global Commodities discussion below forto changes in the level of output from the generating
impact of price changes during 2009), andassets, and changes in gross margin between years are a

♦ $130 million due to the timing and duration of plannedresult of changes in prices and expected output. Gross
and unplanned outages at our generating plants.margin excludes our equity investment earnings from

our nuclear joint ventures, qualifying facilities, and
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These increases were partially offset by the following: These decreases were partially offset by approximately
♦ $245 million of lower gross margin on our nuclear fleet $64 million of higher gross margin related to our retail gas

as a result of the deconsolidation of CENG following operation primarily due to the acquisition of Cornerstone
the sale of a 49.99% membership interest to EDF on Energy on July 1, 2007.
November 6, 2009, and

Global Commodities♦ $6 million of lower gross margin primarily related to
We analyze Global Commodities results in the followingour investments in power projects.
categories:The $221 million increase in Generation gross margin in

♦ Portfolio Management and Trading—our centralized risk2008 compared to 2007 is primarily due to the following:
management service related to energy price risk♦ $210 million increase from higher energy prices for the
associated with our generation fleet, wholesale and retailoutput of our generating assets in the PJM and New
customer supply business, and our structured productsYork regions based on prices established at the end of
portfolio.2007 (see Global Commodities discussion below for

♦ Structured Products—customized risk managementimpact of price changes during 2008), and
products in the power, gas, coal and freight markets♦ $11 million of higher earnings for lower planned and
(e.g., generation tolls, gas transport and storage, andunplanned outages at our nuclear and fossil plants.
global coal and freight logistics). During 2009, weIn 2010, our gross margin for Generation will be lower
reduced our participation in the coal, freight and gasthan in 2009 as a result of the sale of a 49.99% membership
trading markets through the divestiture of ourinterest in CENG to EDF on November 6, 2009.
international coal and freight and our natural gas
trading businesses.Customer Supply

♦ Energy Investments—investments in energy assets thatThe $34 million increase in Customer Supply gross margin in
primarily include natural gas properties and a joint2009 compared to 2008 is primarily due to the following:
interest in an entity that owns dry bulk cargo vessels.♦ $108 million of higher gross margin mostly related to
We sold our interest in the entity that owns dry bulkthe consolidation of a retail power supply variable
cargo vessels during 2009.interest entity for which we became the primary

The $30 million decrease in gross margin from our Globalbeneficiary in December 2008 and consolidated, and
Commodities operation during 2009 compared to the same♦ $9 million of higher mark-to-market results primarily in
period of 2008 is primarily due to:our retail gas operation. We discuss these results in more

♦ $140 million of lower gross margin from our energydetail in the Mark-to-Market section.
investments operation primarily related to lower businessThese increases were partially offset by the following:
realized on our upstream gas activities within 2009, and♦ $66 million of lower gross margin as a result of fewer

♦ $139 million of lower gross margin in our structuredcustomers and unfavorable variable load risk associated
products portfolio primarily as a result of fewerwith wholesale and retail power primarily due to
transactions during 2009.variances from normal weather and lower demand

These decreases were partially offset by an increase ofresulting from the economic downturn and our efforts
$249 million in our portfolio management and tradingto reduce risk in the business, and
operation. These changes are discussed further in the table♦ $17 million related to lower realization of contracts
below.executed in prior periods and lower volumes in our

As previously discussed, the energy markets were affected bywholesale and retail power supply operations, partially
substantial volatility in commodity prices during 2008. Theseoffset by higher margins on new business originated and
market impacts are reflected in the $433 million decrease inrealized during 2009.
gross margin from our Global Commodities operation duringThe $124 million decrease in Customer Supply gross
2008 compared to the same period of 2007 primarily due tomargin in 2008 compared to 2007 is primarily due to the
$698 million of lower gross margin in our portfoliofollowing:
management and trading activities, which are discussed further♦ $112 million of lower gross margin related to
in the table below. This is partially offset by:unfavorable price movements and lower volumes in our

♦ $208 million from gains in our structured productsretail power operation,
portfolio, consisting of approximately $135 million as a♦ $49 million of lower gross margin related to lower
result of the termination and sale of in-the-moneyrealization of contracts executed in prior periods and
energy purchase contracts, coal supply contracts, andlower new business originated and realized during the
freight contracts to eliminate or reduce operation andyear at our wholesale power operation, and
performance risk with certain counterparties, and♦ $27 million of lower mark-to-market results in our retail
approximately $73 million related to higher realizationgas operation. We discuss this in more detail in the
of contracts executed in prior periods, andMark-to-Market section.

♦ $57 million in our energy investments operation
primarily due to higher realization of contracts executed
in prior periods.
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Our portfolio management and trading operation gross Management section. The primary factors that cause fluctuations
margin increased $249 million in 2009 compared to 2008 and in our mark-to-market results are:
decreased $698 million in 2008 compared to 2007 primarily due ♦ changes in the level and volatility of forward commodity
to the following: prices and interest rates,

♦ counterparty creditworthiness,
2009 2008 ♦ the number and size of our open derivative positions,vs. 2008 vs. 2007

and
(In millions) ♦ the number, size, and profitability of new transactions,Change in portfolio management of positions arising

including termination or restructuring of existingfrom hedges of accrual positions with Generation
contracts.and Customer Supply activities due to the impact

During 2009, we focused our activities on reducing capitalof changes in prices of power, natural gas, and
coal $ 549 $(206) requirements, reducing long-term economic risk, and reducing

Change in gains recognized on hedges due to short- and interim-term liquidity requirements. These actions
ineffectiveness and certain cash-flow hedges that may impact the future results of the merchant energy business,
no longer qualified for hedge accounting 135 (43) particularly the size of and potential for changes in fair value of

Change primarily due to write-downs of our
activities subject to mark-to-market accounting.emission allowance inventory recorded in 2008

The primary components of mark-to-market results arethat did not recur at the same level in 2009 48 (70)
origination gains and gains and losses from risk managementChange in earnings related to our portfolio of
and trading activities.contracts subject to mark-to-market accounting.

We discuss these results in more detail in the Origination gains arise primarily from contracts that our
Mark-to-Market section below. (455) (282) Global Commodities operation structures to meet the risk

Decrease due to loss reclassified from accumulated management needs of our customers or relate to our trading
other comprehensive loss to earnings in connection activities. Transactions that result in origination gains may be
with the closing of the sale of our international

unique and provide the potential for individually significant
commodities operation as a result of hedged

revenues and gains from a single transaction.transactions that were probable of not occurring
Risk management and trading—mark-to-market representsby the end of the specified contract period. (166) —

both realized and unrealized gains and losses from changes in theDiscontinuation of cash-flow hedge accounting for
derivative contracts within our international value of our portfolio, including the effects of changes in
commodities operation — (42) valuation adjustments. In addition to our fundamental risk

Increase due to the absence of our international coal management and trading activities, we also use non-trading
and freight operations, which were divested in derivative contracts subject to mark-to-market accounting to
March 2009, and assignment of certain contracts manage our exposure to changes in market prices, while in
in 2009 83 —

general the underlying physical transactions related to theseChange due to the absence of a loss as a result of the
activities are accounted for on an accrual basis.bankruptcy of one of our domestic coal suppliers.

We discuss the changes in mark-to-market results below.During the first quarter of 2008, as a result of a
We show the relationship between our mark-to-market resultsdefault by the supplier, we terminated our

derivative contracts with the supplier, reclassified and the change in our net mark-to-market energy asset later in
the related asset to accounts receivable and fully this section.
reserved the amount. 55 (55) Mark-to-market results were as follows:

Total change in portfolio management and trading 2009 2008 2007
gross margin $ 249 $(698)

(In millions)
Unrealized mark-to-market results

Origination gains $ — $ 73.8 $ 41.9Mark-to-Market
Risk management and trading—Mark-to-market results include net gains and losses from

mark-to-market
origination, risk management, and trading activities for which Unrealized changes in fair value (212.3) 159.8 500.8
we use the mark-to-market method of accounting. We discuss Changes in valuation techniques — — —

Reclassification of settled contractsthese activities and the mark-to-market method of accounting in
to realized (265.4) 48.2 (369.3)more detail in the Critical Accounting Policies section and in

Total risk management and trading—Note 1 to Consolidated Financial Statements.
mark-to-market (477.7) 208.0 131.5The nature of our operations and the use of

Total unrealized mark-to-market* (477.7) 281.8 173.4mark-to-market accounting for certain activities create
Realized mark-to-market 265.4 (48.2) 369.3fluctuations in mark-to-market earnings. We cannot predict these
Total mark-to-market results** $(212.3) $233.6 $ 542.7fluctuations, but the impact on our earnings could be material.

We discuss our market risk in more detail in the Risk * Total unrealized mark-to-market is the sum of origination transactions and
total risk management and trading—mark-to-market.

** Includes gains (losses) on hedge ineffectiveness for fair value hedges recorded
in gross margin.
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Total mark-to-market results decreased $445.9 million transactions, primarily related to gas transportation and
during the year ended December 31, 2009 compared to the storage and freight activities that do not qualify for or
same period of 2008. The period-to-period variance in are not designated as cash-flow hedges.
unrealized changes in fair value was due to decreased unrealized The risk management and trading results were partially
risk management and trading results of $372.1 million and the offset by:
decrease in origination gains of $73.8 million. We discuss the ♦ $356 million of gains primarily as a result of favorable
decrease in origination gains below. price movements relating to economic hedges which

The decrease in risk management and trading results of substantially increased in value as coal prices decreased
$372.1 million was primarily due to: in the fourth quarter of 2008. These positions were

♦ $203 million of lower results in our domestic coal previously accounted for as cash-flow hedges and were
portfolio primarily as a result of less favorable price de-designated due to the announced sale of our
movements relating to economic hedges which international commodities operation, and
substantially decreased in value as coal prices decreased ♦ $55 million of gains primarily related to our wholesale
in 2009, and retail gas businesses due to favorable price

♦ $104 million of lower gains in our international coal movements on our sales of wholesale and retail natural
and freight operation as a result of its divestiture in gas.
March 2009, We did not record any origination gains during 2009.

♦ $123 million of lower gains in our wholesale natural gas During 2008, our Global Commodities operation amended
risk management and trading operation primarily as a certain nonderivative contracts to mitigate counterparty
result of the divestiture of our natural gas trading performance risk under the existing contracts. As a result of
operation in the beginning of April 2009, and these amendments, the revised contracts became derivatives

♦ $45 million of lower results related to our emissions subject to mark-to-market accounting. The change in accounting
trading activities primarily as a result of a less favorable for these contracts from nonderivative to derivative resulted in
price environment. substantially all of the origination gains for 2008 presented in

These decreases were partially offset by the following: the unrealized mark-to-market results table above.
♦ $84 million of higher results on open positions During 2007, our Global Commodities operation amended

primarily due to the absence of losses in our power and certain nonderivative power sales contracts such that the new
transmission risk management activities primarily in the contracts became derivatives subject to mark-to-market
PJM, Northeast, and New York regions as a result of a accounting. Simultaneous with the amending of the
more favorable price environment in 2009 and our nonderivative contracts, we executed at current market prices
activities to reduce risk and improve liquidity, and several new offsetting derivative power purchase contracts subject

♦ $19 million of lower losses in our retail gas portfolio to mark-to-market accounting. The combination of these
primarily due to a more favorable price environment in transactions resulted in substantially all of the origination gains
2009. presented for 2007 in the preceding table, as well as mitigated

Total mark-to-market results decreased $309.1 million our risk exposure under the amended contracts.
during the year ended December 31, 2008 compared to the The origination gains in 2007 from these transactions was
same period of 2007 primarily due to unrealized changes in fair partially offset by approximately $12 million of losses in our
value. The period-to-period variance in unrealized changes in fair accrual portfolio due to the reclassification of losses related to
value was due to lower gains from unrealized changes in fair cash-flow hedges previously established for the amended
value of $341.0 million from risk management and trading, nonderivative contracts from ‘‘Accumulated other comprehensive
partially offset by an increase in origination gains of loss’’ into earnings. In the absence of these transactions, the
$31.9 million. We discuss the increase in origination gains economic value represented by the origination gains and the
below. losses associated with cash-flow hedges would have been

The net decrease in risk management and trading gains of recognized over the remaining term of the contracts, which
$341.0 million was primarily due to: extended through the first quarter of 2009.

♦ $619 million of increased losses primarily related to The recognition of origination gains is generally dependent
power and transmission trading activities in the on sufficient available market data that validates the initial fair
northeast, PJM, and ERCOT regions due to unfavorable value of the contract. Liquidity and market conditions impact
price movements, execution of transactions to reduce our ability to identify sufficient, objective market price
our risk position consistent with changes in our strategy, information to permit recognition of origination gains. As a
and execution of those transactions in less liquid market result, the level of origination gains we are able to recognize may
conditions, vary from year to year as a result of the number, size, and

♦ lower gains of $29 million from our emissions trading market price transparency of the individual transactions executed
activities due primarily to unfavorable price movements, in any period.
and

♦ $104 million of increased losses related to unfavorable
price movements on certain economic hedges of accrual
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Derivative Assets and Liabilities Changes in our net derivative asset subject to
Derivative assets and liabilities consisted of the following: mark-to-market accounting that affected earnings were as

follows:At December 31, 2009 2008
♦ Origination gains represent the initial unrealized fair(In millions)

value at the time these contracts are executed to theCurrent assets $ 639.1 $ 1,465.0
Noncurrent assets 633.9 851.8 extent permitted by applicable accounting rules.

♦ Unrealized changes in fair value represent unrealizedTotal assets 1,273.0 2,316.8
changes in commodity prices, the volatility of optionsCurrent liabilities 632.6 1,241.8
on commodities, the time value of options, and otherNoncurrent liabilities 674.1 1,115.0
valuation adjustments.Total liabilities 1,306.7 2,356.8

♦ Changes in valuation techniques represent improvementsNet derivative position $ (33.7) $ (40.0)
in estimation techniques, including modeling and other

Composition of net derivative exposure: statistical enhancements used to value our portfolio to
Hedges $ (591.0) $(1,837.6)

more accurately reflect the economic value of ourMark-to-market 524.3 1,485.9
contracts.Net cash collateral included in derivative

balances 33.0 311.7 ♦ Reclassification of settled contracts to realized represents
the portion of previously unrealized amounts settledNet derivative position $ (33.7) $ (40.0)
during the period and recorded as realized revenues.

The net derivative asset also changed due to the following
As discussed in our Critical Accounting Policies section, our items recorded in accounts other than in our Consolidated

‘‘Derivative assets and liabilities’’ include contracts accounted for Statements of Income (Loss):
as hedges and those accounted for on a mark-to-market basis. ♦ Changes in value of exchange-listed futures and options
These amounts are presented in our Consolidated Balance Sheets are adjustments to remove unrealized revenue from
after the impact of netting, which is discussed in more detail in exchange-traded contracts that are included in
Note 1 to Consolidated Financial Statements. Due to the impacts nonregulated revenues. The fair value of these contracts
of commodity prices, the number of open positions, master is recorded in ‘‘Accounts receivable’’ rather than
netting arrangements, and offsetting risk positions on the ‘‘Derivative assets’’ in our Consolidated Balance Sheets
presentation of our derivative assets and liabilities in our because these amounts are settled through our margin
Consolidated Balance Sheets, we believe an evaluation of the net account with a third party broker.
position is the most relevant measure, and is discussed in more ♦ Net changes in premiums on options reflects the
detail below. However, we present our gross derivatives in accounting for premiums on options purchased as an
Note 13 to Consolidated Financial Statements. increase in the net derivative asset and premiums on

The decrease of $1,246.6 million in our net derivative options sold as a decrease in the net derivative asset.
liability subject to hedge accounting since December 31, 2008 ♦ Contracts acquired represents the initial fair value of
primarily was due to $1,896 million of realization of acquired derivative contracts recorded in ‘‘Derivative
out-of-the-money cash-flow hedges at the time the forecasted assets and liabilities’’ in our Consolidated Balance
transaction occurred, partially offset by $649 million of increased Sheets. Substantially all of this activity for 2009 related
unrealized losses on our remaining out-of-the-money cash-flow to the divestiture of our international commodities
hedge positions primarily related to decreases in power, natural operation, Houston-based gas trading operation, and
gas, and coal prices during 2009. certain other trading operations in order to transfer risk

The following are the primary sources of the change in our and reward to the buyers.
net derivative asset subject to mark-to-market accounting during ♦ Dedesignated contracts and other changes in fair value
2009 and 2008: include transfers of derivative contracts from cash-flow

2009 2008
hedges to mark-to-market treatment, transfers of

(In millions) derivative contracts from mark-to-market treatment to
Fair value beginning of year $1,485.9 $ 673.0

cash-flow hedges, and those derivative contracts that didChanges in fair value recorded in
earnings not meet the qualifications of cash flow hedge
Origination gains $ — $ 73.8 accounting. During 2009, substantially all of the activityUnrealized changes in fair value (212.3) 159.8

related to dedesignations in connection with theChanges in valuation techniques — —
Reclassification of settled contracts strategic objective of restructuring and reducing the risk

to realized (265.4) 48.2
of our portfolio.

Total changes in fair value (477.7) 281.8
Changes in value of exchange-listed

futures and options 97.8 571.3
Net change in premiums on options 84.9 19.2
Contracts acquired (35.8) —
Dedesignated contracts and other

changes in fair value (630.8) (59.4)

Fair value at end of year $ 524.3 $1,485.9
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The settlement terms of the portion of our net derivative value based on the fair value hierarchy are as follows as of
asset subject to mark-to-market accounting and sources of fair December 31, 2009:

Settlement Term

2010 2011 2012 2013 2014 2015 Thereafter Fair Value

(In millions)
Level 1 $ 1.6 $ — $ — $ — $ — $ — $ — $ 1.6
Level 2 73.7 636.5 102.1 (18.1) (2.9) 0.1 1.3 792.7
Level 3 58.6 (197.9) (140.6) (12.8) 10.4 9.9 2.4 (270.0)

Total net derivative asset (liability) subject
to mark-to-market accounting $133.9 $ 438.6 $ (38.5) $(30.9) $ 7.5 $10.0 $3.7 $ 524.3

Management uses its best estimates to determine the fair contracts and related hedges by selling or assigning the contracts
value of commodity and derivative contracts it holds and sells. themselves in total.
These estimates consider various factors including closing

Operating Expensesexchange and over-the-counter price quotations, time value,
Our merchant energy business operating expenses decreasedvolatility factors, and credit exposure. Additionally, because the
$195.5 million during 2009 as compared to 2008 due to lowerdepth and liquidity of the power markets varies substantially
performance-based labor and benefit costs of $95.7 million andbetween regions and time periods, the prices used to determine
lower non-labor operating expenses of $99.8 million, part offair value could be affected significantly by the volume of
which represents the absence of costs from the divestiturestransactions executed. Future market prices and actual quantities
completed in 2009 and from deconsolidating CENG onwill vary from those used in recording mark-to-market energy
November 6, 2009.assets and liabilities, and it is possible that such variations could

Our merchant energy business operating expenses decreasedbe material.
$62.1 million during 2008 compared to 2007 due to lowerWe manage our mark-to-market risk on a portfolio basis
performance-based labor and benefit costs at our merchantbased upon the delivery period of our contracts and the
energy business of $129.2 million, partially offset by higherindividual components of the risks within each contract.
non-labor operating expenses of $67.1 million, which includedAccordingly, we manage the energy purchase and sale obligations
approximately $32 million of higher bad debt expense.under our contracts in separate components based upon the

For 2010, we expect a further decrease in operatingcommodity (e.g., electricity or gas), the product (e.g., electricity
expenses as a result of the deconsolidation of CENG onfor delivery during peak or off-peak hours), the delivery location
November 6, 2009. We discuss this impact further in the Effects(e.g., by region), the risk profile (e.g., forward or option), and
of Transaction with EDF on Statement of Income (Loss) section.the delivery period (e.g., by month and year).

The electricity, fuel, and other energy contracts we hold
Merger Termination and Strategic Alternatives Costshave varying terms to maturity, ranging from contracts for
We discuss costs related to the terminated merger withdelivery the next hour to contracts with terms of ten years or
MidAmerican, the conversion of our Series A Preferred Stock,more. Because an active, liquid electricity futures market
our transaction with EDF and our pursuit of other strategiccomparable to that for other commodities has not developed,
alternatives in Note 2 to Consolidated Financial Statements.many contracts are direct contracts between market participants

and are not exchange-traded or financially settling contracts that
Impairment Losses and Other Costscan be readily offset in their entirety through an exchange or
Our impairment losses and other costs are discussed in moreother market mechanism. Consequently, we and other market
detail in Note 2 to Consolidated Financial Statements.participants generally realize the value of these contracts as cash

flows become due or payable under the terms of the contracts
Workforce Reduction Costsrather than through selling or liquidating the contracts
Our merchant energy business recognized expenses associatedthemselves.
with our workforce reduction efforts as discussed in more detailIn order to realize the entire value of a long-term contract
in Note 2 to Consolidated Financial Statements.in a single transaction, we would need to sell or assign the entire

contract. If we were to sell or assign any of our long-term
Amortization of Credit Facility Amendment Feescontracts in their entirety, we may not realize the entire value
Our merchant energy business incurred costs related to thereflected in the preceding table. However, based upon the nature
amortization of credit facility amendment fees in connectionof our Global Commodities operation, we expect to realize the
with the EDF transaction. These costs are classified as part ofvalue of these contracts, as well as any contracts we may enter
‘‘Other income (expense)’’ in our Consolidated Statements ofinto in the future to manage our risk, over time as the contracts
Income (Loss).and related hedges settle in accordance with their terms.

Generally, we do not expect to realize the value of these
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Depreciation, Depletion and Amortization Expense Equity Investment (Losses) Earnings
Our merchant energy business incurred lower depreciation, During 2009, our equity investment earnings decreased
depletion and amortization expenses of $36.9 million during $63.6 million from 2008 primarily due to $39.1 million of
2009 compared to 2008 due to the absence of depletion lower earnings from our shipping joint venture as a result of the
expenses of $43.1 million as a result of divestitures made in sale of our interests in July 2009, $16.5 million of lower
2008 in our upstream gas operations, partially offset by an earnings on investments in power projects, and $12.3 million of
increase of $6.2 million in depreciation on our generating lower earnings from our investment in CEP, partially offset by
facilities. $4.3 million in earnings related to our investment in CENG.

Merchant energy depreciation, depletion, and amortization Equity investment earnings increased $74.2 million in 2008
expenses increased $17.2 million in 2008 compared to 2007 compared to 2007 primarily due to $38.0 million of higher
mostly due to increased depletion expenses related to our earnings from our shipping joint venture, $34.6 million of
upstream natural gas operations as a result of increased drilling higher earnings on investments in power projects, and
and production, partially offset by the cessation of operations at $1.6 million of higher earnings from our investment in CEP.
our synfuel facilities in December 2007.

Regulated Electric Business
Our regulated electric business is discussed in detail in Item 1.Taxes Other Than Income Taxes
Business—Electric Business section.Taxes other than income taxes decreased $15.8 million in 2009

compared to 2008, due to $8.1 million of lower gross receipts
Resultstaxes at our retail customer supply operation, $5.8 million of

lower production taxes related to our upstream gas producing 2009 2008 2007
properties, and $1.9 million in lower property, franchise, and (In millions)
other taxes. Revenues $ 2,820.7 $ 2,679.7 $ 2,455.7

Electricity purchased for resaleTaxes other than income taxes increased $14.1 million in
expenses (1,840.9) (1,880.1) (1,500.4)2008 compared to 2007, due to $9.8 million in higher property

Operations and maintenance
and franchise taxes at our Generation operation, $2.9 million of expenses (399.0) (380.5) (376.1)
higher gross receipts taxes at our retail customer supply Workforce reduction costs — (4.6) —

Depreciation and amortization (218.1) (184.2) (187.4)operation, and $1.4 million of higher production taxes related to
Taxes other than income taxes (142.9) (139.1) (140.2)our upstream gas producing properties.
Income from Operations $ 219.8 $ 91.2 $ 251.6

Gain on Sale of 49.99% Interest in CENG Net Income $ 79.1 $ 11.1 $ 107.9
On November 6, 2009, we completed the sale of a 49.99%

Net Income attributable to
membership interest in CENG to EDF. As a result of this sale, common stock $ 68.9 $ 1.1 $ 97.9
we recognized a $7.4 billion pre-tax gain. We discuss this

Other Items Included in Operations (after-tax):transaction in Note 2 to Consolidated Financial Statements.
Residential customer rate credit $ (56.7) $ — $ —
Maryland settlement credit — (110.5) —(Loss) Gain on Divestitures Workforce reduction costs — (2.8) —

During 2009, we sold a majority of our international
Total Other Items $ (56.7) $ (113.3) $ —

commodities operation, our Houston-based gas trading
operation, certain other trading operations, and a uranium Above amounts include intercompany transactions eliminated in our
market participant, and we recognized a pre-tax loss of Consolidated Financial Statements. Note 3 provides a reconciliation
$464.2 million. of operating results by segment to our Consolidated Financial

During 2008, we recognized net gains of $25.5 million, Statements.
including a $14.3 million gain, net of the noncontrolling

Net income attributable to common stock from theinterest gain of $0.7 million, related to the sale of our working
regulated electric business increased $67.8 million in 2009interests in oil and natural gas producing wells in Oklahoma to
compared to 2008, mostly due to a $53.8 million after-taxConstellation Energy Partners that was completed in the first
decrease in credits provided to customers.quarter of 2008.

Net income attributable to common stock from theWe discuss these divestitures in more detail in Note 2 to
regulated electric business decreased $96.8 million in 2008Consolidated Financial Statements.
compared to 2007, primarily due to the impact of the Maryland
settlement credit of $110.5 million after-tax.
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Electric Revenues tariff with the Maryland PSC stating BGE would give residential
The changes in electric revenues in 2009 and 2008 compared to customers a rate credit of exactly $100 per customer. As a result,
the respective prior year were caused by: BGE accrued an additional $1.9 million for a total fourth

quarter 2009 accrual of $112.4 million. The portion of this
2009 2008 total credit allocated to residential electric customers was

vs. 2008 vs. 2007
$95.0 million pre-tax. This credit was accrued in the fourth

(In millions) quarter of 2009 and will be applied to BGE residential electric
Distribution volumes $ (6.3) $ (15.0) customer bills in the first quarter of 2010.
Residential customer rate credit (95.0) —
Nuclear decommissioning charges 18.7 —

Nuclear Decommissioning Charges
Smart Energy Savers ProgramSM surcharges 29.3 —

Effective January 1, 2009, BGE and Calvert Cliffs Nuclear
Maryland settlement credit 189.1 (189.1)

Power Plant Inc. (Calvert Cliffs) mutually agreed to terminate
Revenue decoupling 22.7 12.5

the decommissioning funds collection agent agreement, which
Standard offer service (33.2) 79.4

was effective from July 1, 2000 to December 31, 2008. As a
Rate stabilization credits — 287.3

result, BGE ceased transferring funds to provide for the
Rate stabilization recovery (2.7) 43.1

decommissioning of Calvert Cliffs Unit 1 and Unit 2. Calvert
Financing credits 3.4 (9.1)

Cliffs retains the obligation to provide adequate assurances of
Senate Bill 1 credits 6.9 3.3

funding pursuant to Nuclear Regulatory Commission
Total change in electric revenues from requirements. Under the 2008 Maryland settlement agreement,

electric system sales 132.9 212.4 BGE will continue to provide certain credits to residential
Other 8.1 11.6 customers and assess certain charges to all customers relating to

decommissioning.Total change in electric revenues $141.0 $ 224.0

Smart Energy Savers ProgramSM Surcharge
Distribution Volumes Beginning in 2009, the Maryland PSC approved customer
Distribution volumes are the amount of electricity that BGE surcharges through which BGE recovers costs associated with
delivers to customers in its service territory. certain programs designed to help BGE manage peak demand

The percentage changes in our electric system distribution and encourage customer energy conservation.
volumes, by type of customer, in 2009 and 2008 compared to
the respective prior year were: Maryland Settlement Credit

As discussed in more detail in Note 2 to Consolidated Financial2009 2008
Statements, BGE entered into a settlement agreement with the

Residential (1.3)% (2.6)% State of Maryland and other parties, which provided residential
Commercial — (3.6) electric customers a credit totaling $170 per customer. The
Industrial (6.7) (6.3) estimated settlement of $188.2 million was accrued in the

second quarter of 2008 and a total of $189.1 million was
In 2009, we distributed less electricity to residential credited to customers in the third and fourth quarters of 2008.

customers due to decreased usage per customer, partially offset
by colder winter weather and an increased number of customers. Revenue Decoupling
We distributed less electricity to industrial customers primarily The Maryland PSC has allowed us to record a monthly
due to decreased usage per customer. adjustment to our electric distribution revenues from residential

In 2008, we distributed less electricity to residential and and small commercial customers since 2008 and for the majority
commercial customers due to milder weather and decreased of our large commercial and industrial customers since February
usage per customer, partially offset by an increased number of 2009 to eliminate the effect of abnormal weather and usage
customers. We distributed less electricity to industrial customers patterns per customer on our electric distribution volumes,
primarily due to decreased usage per customer. thereby recovering a specified dollar amount of distribution

revenues per customer, by customer class, regardless of changes
Residential Customer Rate Credit in consumption levels. This means BGE recognizes revenues at
On October 30, 2009, the Maryland PSC issued an order Maryland PSC-approved levels per customer, regardless of what
approving Constellation Energy’s transaction with EDF. Among actual distribution volumes were for a billing period. Therefore,
other things, the order required Constellation Energy to fund a while these revenues are affected by customer growth, they will
one-time distribution rate credit for BGE residential customers not be affected by actual weather or usage conditions. We then
before the end of March 2010 totaling $110.5 million, or bill or credit impacted customers in subsequent months for the
approximately $100 per customer, for which BGE recorded a difference between approved revenue levels under revenue
liability in November 2009. In December 2009, BGE filed a decoupling and actual customer billings.

54



Standard Offer Service was allowed to resume collection of the residential return
BGE provides standard offer service for customers that do not portion of the administrative charge from June 1, 2008 through
select an alternative supplier. We discuss the provisions of May 31, 2010 without having to rebate it to residential
Maryland’s Senate Bill 1 related to residential electric rates in the customers.
Business Environment—Regulation—Maryland—Senate Bills 1 and The increase in revenues during 2009 compared to 2008 is
400 section. primarily due to the absence of the credit for the residential

Standard offer service revenues decreased in 2009 compared return component of the administrative charge which was
to 2008 mostly due to lower standard offer service volumes, suspended under the Maryland settlement agreement, partially
partially offset by higher standard offer service rates. offset by lower distribution volumes.

Standard offer service revenues increased in 2008 compared The increase in revenues during 2008 compared to 2007 is
to 2007 mostly due to higher standard offer service rates, primarily due to the absence of the credit for the residential
partially offset by lower standard offer service volumes. return component of the administrative charge which was

suspended under the Maryland settlement agreement, partially
offset by lower distribution volumes.Rate Stabilization Credits

As a result of Senate Bill 1, we were required to defer from
July 1, 2006 until May 31, 2007 a portion of the full market Electricity Purchased for Resale Expenses
rate increase resulting from the expiration of the residential rate Electricity purchased for resale expenses include the cost of
freeze. In addition, we offered a plan also required under Senate electricity purchased for resale to our standard offer service
Bill 1 allowing residential customers the option to defer the customers. These costs do not include the cost of electricity
transition to market rates from June 1, 2007 until January 1, purchased by delivery service only customers. The following
2008. table summarizes our regulated electricity purchased for resale

Revenues in 2008 increased compared to 2007 as a result expenses:
of the expiration of the rate stabilization plans.

2009 2008 2007

(In millions)Rate Stabilization Recovery
Actual costs $1,781.9 $1,821.1 $1,759.2In late June 2007, BGE began recovering amounts deferred
Deferral under rateduring the first rate deferral period that ended on May 31,

stabilization plan — — (287.3)2007. The recovery of the first rate stabilization plan will occur
Recovery under rateover approximately ten years. In April 2008, BGE began

stabilization plans 59.0 59.0 28.5recovering amounts deferred during the second rate deferral
period that ended on December 31, 2007. The recovery of the Electricity purchased for
second rate deferral occurred over a 21-month period that began resale expenses $1,840.9 $1,880.1 $1,500.4
April 1, 2008 and ended on December 31, 2009.

Actual CostsFinancing Credits
BGE’s actual costs for electricity purchased for resale decreasedConcurrent with the recovery of the deferred amounts related to
$39.2 million for 2009 compared to 2008, primarily due tothe first rate deferral period, we are providing credits to
lower standard offer service volumes, partially offset by higherresidential customers to compensate them primarily for income
standard offer service rates.tax benefits associated with the financing of the deferred

BGE’s actual costs for electricity purchased for resaleamounts with rate stabilization bonds.
increased $61.9 million for 2008 compared to 2007, primarily
due to higher contract prices to purchase electricity for our

Senate Bill 1 Credits
customers, partially offset by lower volumes.

As a result of Senate Bill 1, beginning January 1, 2007, we were
required to provide to residential electric customers a credit

Deferral under Rate Stabilization Planequal to the amount collected from all BGE electric customers
The deferral of the difference between our actual costs offor the decommissioning of our Calvert Cliffs Nuclear Power
electricity purchased for resale and what we are allowed to billPlant and to suspend collection of the residential return
customers under Senate Bill 1 ended on December 31, 2007. Incomponent of the administrative charge collected through
2007, we deferred $287.3 million in electricity purchased forresidential SOS rates through May 31, 2007. Under an order
resale expenses. These deferred expenses, plus carrying charges,issued by the Maryland PSC in May 2007, as of June 1, 2007,
are included in ‘‘Regulatory Assets (net)’’ in our, and BGE’s,we were required to reinstate collection of the residential return
Consolidated Balance Sheets. We discuss the provisions of Senatecomponent of the administration charge in rates and to provide
Bill 1 related to residential electric rates in the Businessall residential electric customers a credit for the residential return
Environment—Regulation—Maryland—Senate Bills 1 and 400component of the administrative charge. Under the
section.2008 Maryland settlement agreement, which is discussed in

more detail in Note 2 to Consolidated Financial Statements, BGE
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Regulated Gas BusinessRecovery under Rate Stabilization Plans
Our regulated gas business is discussed in detail in Item 1.In late June 2007, we began recovering previously deferred
Business—Gas Business section.amounts from customers. We recovered $59.0 million per year

in 2009 and 2008 in deferred electricity purchased for resale
Resultsexpenses. These collections secure the payment of principal and

interest and other ongoing costs associated with rate stabilization 2009 2008 2007
bonds issued by a subsidiary of BGE in June 2007. (In millions)

Revenues $ 758.3 $1,024.0 $ 962.8
Electric Operations and Maintenance Expenses Gas purchased for resale expenses (449.9) (694.5) (639.8)

Operations and maintenance expenses (160.9) (157.3) (157.5)Regulated electric operations and maintenance expenses increased
Workforce reduction costs — (1.8) —$18.5 million in 2009 compared to 2008, primarily due to
Depreciation and amortization (44.0) (43.7) (46.8)increased uncollectible accounts receivable expense of
Taxes other than income taxes (34.9) (35.4) (36.1)$5.1 million and the impact of inflation on other costs of

$8.0 million. Income from Operations $ 68.6 $ 91.3 $ 82.6
Regulated electric operations and maintenance expenses

Net Income $ 25.5 $ 40.4 $ 32.0
increased $4.4 million in 2008 compared to 2007 mostly due to

Net Income attributable to commonincreased uncollectible accounts receivable expense of
stock $ 22.5 $ 37.2 $ 28.8$14.2 million, partially offset by $9.0 million of lower labor and

benefit costs.
Other Items Included in Operations (after-tax):

Residential customer rate credit $ (10.4) $ — $ —
Workforce Reduction Costs Workforce reduction costs — (1.0) —
During the fourth quarter of 2008, we executed a restructuring

Total Other Items $ (10.4) $ (1.0) $ —of the workforce. We recognized a $4.6 million pre-tax charge in
2008 related to this reduction in force. Above amounts include intercompany transactions eliminated in our

We incurred no workforce reduction costs in 2009 or 2007. Consolidated Financial Statements. Note 3 provides a reconciliation of
operating results by segment to our Consolidated Financial Statements.

Electric Depreciation and Amortization Expense
Regulated electric depreciation and amortization expense Net income attributable to common stock from the
increased $33.9 million during 2009, compared to 2008, regulated gas business decreased $14.7 million in 2009 compared
primarily due to $43.3 million in increased amortization expense to 2008, primarily due to the accrual of a customer rate credit
associated with the Smart Energy Savers ProgramSM and of $10.4 million after-tax and increased operations and
additional property placed in service in 2009, partially offset by maintenance expenses of $2.2 million after-tax.
$18.7 million in lower depreciation expense as a result of revised Net income attributable to common stock from the
depreciation rates which were implemented on June 1, 2008 for regulated gas business increased $8.4 million in 2008 compared
regulatory and financial reporting purposes as part of the to 2007, primarily due to an increase in revenues less gas
Maryland settlement agreement. purchased for resale expenses of $4.0 million after-tax and

Regulated electric depreciation and amortization expense reduced depreciation and amortization expense of $1.9 million
decreased $3.2 million in 2008 compared to 2007, primarily due after-tax.
to $10.0 million in lower depreciation expense as a result of
revised depreciation rates which were implemented on June 1, Gas Revenues
2008 for regulatory and financial reporting purposes as part of The changes in gas revenues in 2009 and 2008 compared to the
the Maryland settlement agreement. The Maryland settlement respective prior year were caused by:
agreement is discussed in more detail in Note 2 to Consolidated

2009 2008Financial Statements. This decrease was partially offset by
vs. 2008 vs. 2007additional property placed in service in 2008.

(In millions)
Distribution volumes $ 1.5 $ (5.1)Taxes Other Than Income Taxes
Residential customer rate credit (17.4) —Taxes other than income taxes increased $3.8 million during
Conservation surcharge 1.0 (0.1)2009 compared to 2008, primarily due to the impact of
Revenue decoupling (1.8) 6.2$94.1 million pre-tax in lower customer credits on franchise
Gas cost adjustments (130.0) 20.3taxes.
Total change in gas revenues from gas

system sales (146.7) 21.3
Off-system sales (116.6) 40.3
Other (2.4) (0.4)

Total change in gas revenues $(265.7) $61.2
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Distribution Volumes conditions. We then bill or credit impacted customers in
The percentage changes in our distribution volumes, by type of subsequent months for the difference between approved revenue
customer, in 2009 and 2008 compared to the respective prior levels under revenue decoupling and actual customer billings.
year were:

Gas Cost Adjustments
2009 2008 We charge our gas customers for the natural gas they purchase

from us using gas cost adjustment clauses set by the MarylandResidential 0.9% (3.9)%
PSC as described in Note 1 to Consolidated Financial Statements.Commercial (10.6) (3.1)
However, under the market-based rates mechanism approved byIndustrial 12.5 2.8
the Maryland PSC, our actual cost of gas is compared to a
market index (a measure of the market price of gas in a givenIn 2009, we distributed more gas to residential customers
period). The difference between our actual cost and the marketdue to colder winter weather. We distributed less gas to
index is shared equally between shareholders and customers.commercial customers due to decreased usage per customer,

Customers who do not purchase gas from BGE are notpartially offset by an increased number of customers and colder
subject to the gas cost adjustment clauses because we are notweather. We distributed more gas to industrial customers mostly
selling gas to them. However, these customers are charged basedue to increased usage per customer, partially offset by a
rates to recover the costs BGE incurs to deliver their gas throughdecreased number of customers.
our distribution system, and are included in the gas distributionIn 2008, we distributed less gas to residential customers
volume revenues.and commercial customers due to decreased usage per customer,

Gas cost adjustment revenues decreased in 2009 comparedpartially offset by an increased number of customers. We
to 2008 because we sold less gas at lower prices.distributed more gas to industrial customers mostly due to

Gas cost adjustment revenues increased in 2008 comparedincreased usage per customer, partially offset by a decreased
to 2007 because we sold gas at higher prices, partially offset bynumber of customers.
less gas sold.

Residential Customer Rate Credit
Off-System Gas SalesOn October 30, 2009, the Maryland PSC issued an order
Off-system gas sales are low-margin direct sales of gas toapproving Constellation Energy’s transaction with EDF. Among
wholesale suppliers of natural gas. Off-system gas sales, whichother things, the order required Constellation Energy to fund a
occur after BGE has satisfied its customers’ demand, are notone-time distribution rate credit for BGE residential customers
subject to gas cost adjustments. The Maryland PSC approved antotaling $110.5 million, or approximately $100 per customer, for
arrangement for part of the margin from off-system sales towhich BGE recorded a liability in November 2009. In
benefit customers (through reduced costs) and the remainder toDecember 2009, BGE filed a tariff with the Maryland PSC
be retained by BGE (which benefits shareholders). Changes instating BGE would give residential customers a rate credit of
off-system sales do not significantly impact earnings.exactly $100 per customer. As a result, BGE accrued an

Revenues from off-system gas sales decreased in 2009additional $1.9 million for a total fourth quarter 2009 accrual of
compared to 2008 because we sold less gas at lower prices.$112.4 million. The portion of this total credit allocated to

Revenues from off-system gas sales increased in 2008residential gas customers was $17.4 million pre-tax. This credit
compared to 2007 because we sold gas at higher prices, partiallywas accrued in the fourth quarter of 2009 and will be applied to
offset by less gas sold.BGE residential gas customer bills in the first quarter of 2010.

Gas Purchased For Resale ExpensesConservation Surcharge
Gas purchased for resale expenses include the cost of gasBeginning February 2009, the Maryland PSC approved a
purchased for resale to our customers and for off-system sales.customer surcharge through which BGE recovers costs associated
These costs do not include the cost of gas purchased by deliverywith certain programs designed to help BGE encourage customer
service only customers.conservation.

Gas costs decreased $244.6 million in 2009 compared to
2008 because we purchased less gas at lower prices.Gas Revenue Decoupling

Gas costs increased $54.7 million in 2008 compared toThe Maryland PSC allows us to record a monthly adjustment to
2007 because we purchased gas at higher prices, partially offsetour gas distribution revenues to eliminate the effect of abnormal
by lower volumes.weather and usage patterns per customer on our gas distribution

volumes, thereby recovering a specified dollar amount of
Gas Operations and Maintenance Expensesdistribution revenues per customer, by customer class, regardless
Regulated gas operation and maintenance expenses increasedof changes in consumption levels. This means BGE recognizes
$3.6 million during 2009 compared to 2008, primarily due torevenues at Maryland PSC-approved levels per customer,
increased uncollectible accounts receivable expense ofregardless of what actual distribution volumes were for a billing
$2.0 million.period. Therefore, while these revenues are affected by customer

growth, they will not be affected by actual weather or usage
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Gas Workforce Reduction Costs arrangement that did not occur in 2008 and due to increased
During the fourth quarter of 2008, we executed a restructuring depreciation and amortization of $8.7 million after-tax.
of the workforce at our operations. We recognized a

Consolidated Nonoperating Income and Expenses$1.8 million pre-tax charge in 2008 related to this reduction in
Other (Expense) Incomeforce.
In 2009, we had other expenses of $140.7 million and, in 2008,We incurred no workforce reduction costs in 2009 or 2007.
we had other expenses of $69.5 million. The $71.2 million
increase in 2009 compared to 2008 is mostly due to higherGas Depreciation and Amortization
credit facility costs, including amortization of amendment fees.Regulated gas depreciation and amortization expense decreased

In 2008, we had other expenses of $69.5 million and, in$3.1 million in 2008 compared to 2007, primarily due to
2007 we had other income of $157.4 million. The$3.5 million in lower depreciation expense as a result of revised
$226.9 million decrease in 2008 compared to 2007 is mostlydepreciation rates which were implemented on June 1, 2008 for
due to lower interest and investment income of $75 million as aregulatory and financial reporting purposes as part of the
result of a lower average cash balance of approximatelyMaryland settlement agreement. The Maryland settlement
$850 million and an increase in other-than-temporaryagreement is discussed in more detail in Note 2 to Consolidated
impairment charges related to our nuclear decommissioning trustFinancial Statements.
fund assets of $156.5 million.

Other income at BGE decreased $4.2 million in 2009Other Nonregulated Businesses
compared to 2008 primarily due to decreases in both interestResults
and investment income of $4.2 million.2009 2008 2007

Other income at BGE increased $2.7 million in 2008(In millions)
compared to 2007 primarily due to an increase in equity fundsRevenues $ 254.6 $ 259.3 $ 249.8
capitalized on increased construction work in progress in 2008.Operating expenses (173.9) (178.2) (173.5)

Impairment losses and other costs (26.6) — —
Workforce reduction costs — (0.4) — Fixed Charges
Depreciation and amortization (76.8) (68.2) (53.7) Fixed charges increased $56.7 million in 2008 compared to
Taxes other than income taxes (4.1) (3.0) (2.4) 2007 mostly due to a higher level of interest expense associated
Equity (losses) earnings (24.8) (5.9) — with the new debt issuances.
Loss on divestitures (4.6) — —

Fixed charges at BGE increased $14.6 million in 2008
(Loss) Income from Operations $ (56.2) $ 3.6 $ 20.2 compared to 2007 mostly due to a higher level of interest

expense associated with the new debt issuances.Net (Loss) Income $ (36.2) $ 4.7 $ 16.6

Net (Loss) Income attributable to
Income Taxescommon stock $ (29.0) $ 4.7 $ 16.5
Income tax expense increased $3,065.1 million during 2009
compared to 2008 mostly due to higher income before incomeOther Items Included In Operations (after-tax):

Impairment losses and other costs $ (11.5) $ — $ — taxes due to the recognition of the $7.4 billion pre-tax gain on
Loss on divestitures (2.9) — — closing the transaction to sell a 49.99% membership interest in
Workforce reduction costs — (0.3) — CENG. Additionally, there was lower income before income

taxes for 2008, primarily due to approximately $1.2 billion ofTotal Other Items $ (14.4) $ (0.3) $ —
non-tax deductible merger termination and strategic alternative

Above amounts include intercompany transactions eliminated in our
costs. However, in 2009, certain of these costs became tax

Consolidated Financial Statements. Note 3 provides a reconciliation of
deductible as a result of closing the EDF transaction and weoperating results by segment to our Consolidated Financial Statements.
recorded a tax benefit for these items in 2009.

BGE’s income tax expense increased $43.1 million duringNet loss attributable to common stock for 2009 exceeded
2009, mostly due to higher pre-tax income. For 2008, BGE hadnet income attributable to common stock for 2008 by
a lower effective tax rate as a result of a reduction in its 2008$33.7 million primarily due to increased equity losses from
taxable income due to the impact of certain provisions of theUNE of $11.4 million after-tax, increased impairment losses and
2008 Maryland settlement agreement, which increased theother costs due to an impairment of a district chilled water
relative impact of the favorable permanent tax adjustments on itsenergy plant of $7.1 million after-tax and reduction for
effective tax rate.noncontrolling interest, a write-off of an uncollectible advance to

Our income tax expense decreased $506.6 million duringan affiliate of $4.3 million after-tax, and higher depreciation and
2008 compared to 2007 mostly due to a decrease in incomeamortization expense of $5.2 million after-tax as a result of
before income taxes, which included approximately $1.2 billionincreased property additions during 2008. UNE will become
of non-tax deductible merger termination and strategicpart of our generation reportable segment in 2010.
alternatives costs, partially offset by the absence of synthetic fuelNet income attributable to common stock decreased
tax credits, which expired in 2007.$11.8 million in 2008 compared to 2007 primarily because the

first quarter of 2007 included a gain related to a sale of a leasing
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BGE’s income tax expense decreased $75.3 million during customers that were established primarily during 2008 when
2008 compared to 2007 primarily due to lower pre-tax income these counterparties encountered financial difficulties. There was
as a result of the $189 million Maryland settlement credit no earnings impact associated with these write-offs in 2009.
recorded in 2008. We discuss the Maryland settlement The increase in allowance for uncollectible accounts
agreement in more detail in Note 2 to Consolidated Financial receivable from our regulated electric and gas businesses is
Statements. primarily driven by a Maryland PSC ruling in the second

quarter of 2009 and the economic downturn which continues to
Defined Benefit Plans Funded Status cause a decreased ability of customers to pay their utility bills.
At December 31, 2009, the total projected benefit obligations of The Maryland PSC ruling in the second quarter of 2009
our qualified and nonqualified pension plans exceeded the fair delayed BGE’s ability to terminate service to customers with
value of our qualified pension plan assets by $411.7 million. At arrearages and required BGE to offer those customers the option
December 31, 2008, the total projected benefit obligations of to enter into extended payment plans. BGE ceased entering into
our qualified and nonqualified pension plans exceeded the fair these extended plans on September 25, 2009.
value of our qualified pension plan assets by $936.7 million. If the current economic downturn continues on a
The $525.0 million improvement in the funded status of our prolonged basis, our and BGE’s bad debt expense could
pension plans in 2009 primarily reflects the following: materially increase in the future despite our efforts to mitigate

♦ the contribution of $319.4 million into our qualified those risks. We discuss our credit risk in more detail in the Risk
pension plan trusts during 2009, Management section.

♦ $217.6 million in actual returns on qualified pension
plan assets during 2009, and Financial Condition

♦ the November 6, 2009 separation of CENG pension Balance Sheet Effects of Transaction with EDF
plans resulting in the net transfer of $176.1 million of The completion of the sale of a 49.99% membership interest in
projected benefit obligations in excess of the fair value CENG to EDF on November 6, 2009 had the following
of plan assets. significant effects on our Consolidated Balance Sheets:

These increases were partially offset by normal growth in ♦ received cash proceeds of approximately $3.5 billion,
the projected benefit obligations of our qualified and ♦ increased current and noncurrent unamortized energy
nonqualified pension plans. contract assets by a total of $0.8 billion,

At December 31, 2009, our accumulated post retirement ♦ increased our accrued taxes by approximately
benefit obligations totaled $322.3 million compared to $1.2 billion, 
$415.4 million at December 31, 2008. The $93.1 million ♦ decreased our long-term debt by approximately
reduction in obligations for these unfunded plans primarily $1.0 billion as a result of retiring all of the shares of our
reflects the November 6, 2009 separation of CENG Series B Preferred Stock issued to EDF as partial
postretirement benefit plans with accumulated post retirement purchase price for their purchase of a 49.99% interest in
benefit obligations totaling $98.6 million. CENG, and

Our other postemployment benefit obligation declined ♦ increased our retained earnings as a result of recording a
$9.3 million from $59.9 million at December 31, 2008 to $4.5 billion after-tax gain on the transaction.
$50.6 million as of December 31, 2009, primarily due to the Additionally, we deconsolidated CENG for financial
deconsolidation of CENG on November 6, 2009. reporting purposes. The deconsolidation had significant effects

We discuss our defined benefit plans in further detail in on our Consolidated Balance Sheets including the following:
Note 7 to Consolidated Financial Statements. ♦ recorded an initial investment in CENG for

approximately $5.2 billion as we treated our retained
Allowance for Uncollectible Accounts Receivable interest in CENG as an equity investment,
Our allowance for uncollectible accounts receivable decreased ♦ removed the nuclear decommissioning trust fund assets
$80.0 million from $240.6 million at December 31, 2008 to of approximately $1.2 billion,
$160.6 million at December 31, 2009, primarily related to a ♦ decreased net property, plant and equipment by
decrease of $93.3 million in our merchant energy business, approximately $3.1 billion,
partially offset by an increase of $13.0 million at our regulated ♦ decreased our defined benefits by approximately
electric and gas businesses. $0.3 billion as a result of the separation of benefit plans,

The decrease in allowance for uncollectible accounts and
receivable from our merchant energy business is primarily driven ♦ decreased asset retirement obligations by approximately
by the write-off of the accounts receivable and related allowance $1 billion.
for uncollectible accounts receivable balances for certain
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Cash Flows
The following table summarizes our 2009 cash flows by business segment, as well as our consolidated cash flows for 2009, 2008, and
2007.

2009 Segment Cash Flows Consolidated Cash Flows

Holding
Company

Merchant Regulated and Other 2009 2008 2007

(In millions)
Operating Activities

Net income (loss) $ 4,435.0 $ 104.6 $ (36.2) $ 4,503.4 $(1,318.4) $ 833.5
Non-cash merger termination and strategic alternatives costs 128.2 — — 128.2 541.8 —
Derivative contracts classified as financing activities (1) 1,138.3 — — 1,138.3 (107.2) 32.2
Gain on sale of 49.99% membership interest in CENG (7,445.6) — — (7,445.6) — —
Loss (gain) on divestitures 464.2 — 4.6 468.8 (38.1) —
Accrual of BGE residential customer credit — 112.4 — 112.4 — —
Impairment losses and other costs 98.1 — 26.6 124.7 741.8 20.2
Other non-cash adjustments to net (loss) income 2,071.2 525.0 164.8 2,761.0 602.9 493.0
Changes in working capital

Derivative assets and liabilities, excluding collateral 419.4 (0.1) 6.0 425.3 (757.9) (138.2)
Net collateral and margin 1,519.2 3.6 — 1,522.8 (960.3) 49.6
Other changes 803.2 20.9 (57.1) 767.0 93.6 (242.4)

Defined benefit obligations (2) — — — (287.2) (20.8) (53.6)
Other (44.4) 48.1 168.0 171.7 (38.5) (53.3)

Net cash provided by (used in) operating activities 3,586.8 814.5 276.7 4,390.8 (1,261.1) 941.0

Investing Activities
Investments in property, plant and equipment (1,118.7) (372.4) (38.6) (1,529.7) (1,934.1) (1,295.7)
Asset acquisitions and business combinations, net of cash acquired — — (41.1) (41.1) (315.3) (347.5)
Contributions to nuclear decommissioning trust funds (18.7) — — (18.7) (18.7) (8.8)
Investments in joint ventures (110.0) — (91.6) (201.6) — —
Issuances of loans receivable — — — — — (19.0)
Proceeds from sale of 49.99% membership interest in CENG 3,528.7 — — 3,528.7 — —
Proceeds from sale of investments and other assets 50.0 — 38.3 88.3 446.3 13.9
Contract and portfolio acquisitions (2,153.7) — — (2,153.7) — (474.2)
(Increase) decrease in restricted funds (3) (0.2) (0.6) 1,004.1 1,003.3 (942.8) (109.9)
Other investments 0.3 — (0.2) 0.1 21.7 (45.3)

Net cash provided by (used in) investing activities 177.7 (373.0) 870.9 675.6 (2,742.9) (2,286.5)

Cash flows from operating activities plus cash flows from investing
activities $ 3,764.5 $ 441.5 $1,147.6 5,066.4 (4,004.0) (1,345.5)

Financing Activities (2)
Net (repayment) issuance of debt (2,660.4) 3,447.7 (33.1)
Debt and credit facility costs (98.4) (104.8) —
Proceeds from issuance of common stock 33.9 17.6 65.1
Common stock dividends paid (228.0) (336.3) (306.0)
BGE preference stock dividends paid (13.2) (13.2) (13.2)
Reacquisition of common stock — (16.2) (409.5)
Proceeds from contract and portfolio acquisitions 2,263.1 — 847.8
Derivative contracts classified as financing activities (1) (1,138.3) 107.2 (32.2)
Other 12.7 8.3 33.4

Net cash (used in) provided by financing activities (1,828.6) 3,110.3 152.3

Net increase (decrease) in cash and cash equivalents $ 3,237.8 $ (893.7) $(1,193.2)

(1) All ongoing cash flows from derivative contracts deemed to contain a financing element at inception must be reclassified from operating activities to
financing activities.

(2) Items are not allocated to the business segments because they are managed for the company as a whole.

(3) The (increase) decrease in restricted funds at our Holding Company and Other is primarily related to $1.0 billion of restricted cash related to the issuance
of Series B Preferred Stock to EDF. These funds were held at the holding company and were restricted for payment of the 14% Senior Notes held by
MidAmerican. The 14% Senior Notes were repaid in full in January 2009.

Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Cash Flows from Operating Activities ♦ the termination of in-the-money contracts, and
Cash provided by operating activities was $4.4 billion in 2009 ♦ changes in commodity prices and the level of our open
compared to cash used in operating activities of $1.3 billion in positions.
2008. This $5.7 billion increase in cash flows was primarily due Cash used in operating activities was $1.3 billion in 2008
to: compared to cash provided by operating activities of $0.9 billion

♦ $1.2 billion as a result of ongoing cash outflows from in 2007. This $2.2 billion decrease in cash flows was primarily
derivative contracts deemed to contain a financing due to:
element at inception that must be classified as financing ♦ a $1.0 billion increase in net collateral and margin
activities rather than operating activities. We discuss the posted,
impact on cash flows from financing activities below. ♦ $0.7 billion use of cash, consisting of $0.2 billion paid

♦ $1.2 billion related to changes in net derivative assets to MidAmerican related to the termination of the
and liabilities. Changes in derivative assets and liabilities merger, $0.4 billion paid to MidAmerican for settling a
are driven by fluctuations in commodity prices and the portion of the conversion of the Series A Preferred Stock
realization of contracts at settlement within our in cash, and $0.1 billion paid to various parties for
merchant energy business. merger and other strategic alternatives costs,

♦ $0.5 billion of improved operating cash flows from our ♦ $0.2 billion of credits rebated to residential electric
regulated businesses. customers by BGE as a result of the Maryland

♦ $2.5 billion more in net collateral and margin returned settlement agreement, and
in 2009 as compared to 2008 as follows: ♦ $0.1 billion of additional interest paid.

December 31, Cash Flows from Investing Activities
2009 2008 Cash provided by investing activities was $0.7 billion in 2009

(In millions) compared to cash used of $2.7 billion in 2008. The $3.4 billion
Net collateral and margin posted, increase in cash provided in 2009 compared to 2008 was

beginning of year $(1,445.6) $ (485.3) primarily due to:
Return of collateral held associated ♦ $3.5 billion of net proceeds at the closing the sale of a

with nonderivative contracts (17.0) (26.3) 49.99% membership interest in CENG to EDF. We
Net return of (additional) collateral discuss this transaction in more detail in Note 2 to the

posted associated with Consolidated Financial Statements. There was no such
nonderivative contracts 336.3 (330.5) activity in 2008,

Return of (additional) initial and ♦ $1.9 billion decrease in restricted funds, primarily due
variation margin posted on to the receipt of funds in 2008 and the release of funds
exchange-traded transactions in 2009 for the repayment of the $1 billion of 14%
recorded in accounts receivable 924.8 (94.0) Senior Notes to MidAmerican in January 2009, and

Return of (additional) fair value net ♦ $0.3 billion decrease in cash used for acquisitions. In
cash collateral posted (netted 2009, $20.8 million was used for the acquisition of
against derivative assets/liabilities)* 278.7 (509.5) CLT Efficient Technologies Group, an energy services

company that provides energy performance contractingChange in net collateral and margin
and energy efficiency engineering services, andposted 1,522.8 (960.3)
$20.3 million was used as a down payment for the

Net collateral and margin held, end pending acquisition of the Criterion wind project in
of year $ 77.2 $(1,445.6) Garrett County, Maryland. In 2008, $0.3 billion was

used for the acquisition of the Hillabee Energy Center, a* We discuss our netting of fair value collateral with our derivative
partially completed 740 MW gas-fired combined cycleassets/liabilities in more detail in Note 13 to Consolidated
power generation facility in Alabama; the West ValleyFinancial Statements.
Power Plant, a 200 MW gas-fired peaking plant; and a
uranium market participant.The $1.5 billion decrease in net collateral and margin

This increase was partially offset by:posted during 2009 primarily reflects the following:
♦ $2.2 billion of cash used for contract and portfolio♦ collateral returned/reduced as part of the divestiture of a

acquisitions as a component of our strategic divestitures.majority of our international commodities operation and
As a result of the structure of the divestitures of agas trading operation as well as the execution of a gas
majority of our international commodities, Houston-supply agreement with the buyer of the gas trading
based gas trading and other trading operations, we areoperation for the retail gas business,
required to present investing cash flows for♦ fewer contracts as a result of reducing the risk in our
in-the-money contracts on a gross basis separate fromportfolio,
financing cash inflows for out-of-the-money contracts
executed simultaneously. We discuss our divestitures in
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more detail in Note 2 to the Notes to Consolidated divestiture of our international commodities operation,
Financial Statements. There was no such activity in Houston-based gas trading operation and certain other
2008. trading operations. During 2009, we executed derivatives

♦ $0.2 billion of cash used for a working capital as part of these divestiture transactions at prices that
investment in CENG of $0.1 billion and a contribution differed from then-current market prices. As a result,
to UNE of $0.1 billion. cash flows associated with the out-of-the money

Cash used in investing activities was $2.7 billion in 2008 derivative transactions are deemed to contain a financing
compared to $2.3 billion in 2007. The $0.4 billion increase in element, and we must record the ongoing cash flows
cash used in 2008 compared to 2007 was primarily due to: related to these contracts as financing cash flows. We

♦ the increase in restricted cash of $0.8 billion, primarily discuss our divestitures in more detail in Note 2 to
relating to the $1 billion proceeds received from the Consolidated Financial Statements.
issuance of Series B Preferred Stock to EDF that is This increase in cash used for financing activities was
restricted to pay the 14% Senior Notes. The proceeds partially offset by $2.3 billion of cash provided from contract
from the Series B Preferred Stock issuance, as discussed and portfolio acquisitions as a component of our strategic
in the cash flows from financing section below, are the divestitures. As a result of the structure of the divestitures of a
source of the funds for the increase in restricted cash. majority of our international commodities, Houston-based gas
The 14% Senior Notes were subsequently paid in trading and other trading operations, we are required to present
January 2009. financing cash inflows for out-of-the-money contracts on a gross

♦ the increase in investments in property, plant and basis separate from investing cash outflows for in-the-money
equipment of $0.6 billion. This increase was primarily contracts executed simultaneously. We discuss our divestitures in
driven by environmental spending of $0.5 billion for more detail in Note 2 to Consolidated Financial Statements. There
our Brandon Shores coal-fired generating plant and was no such activity in 2008.
$48 million in construction costs at our partially Cash provided by financing activities was $3.1 billion in
completed gas-fired combined cycle power generating 2008 compared to $0.2 billion in 2007. The increase of
facility in Alabama. $2.9 billion was primarily due to the issuance of:

These increased uses of cash in investing activities are ♦ $1 billion of mandatorily redeemable Series B Preferred
partially offset by the absence in 2008 of $0.5 billion of cash Stock to EDF, the proceeds of which are reflected in the
used in 2007 for contract and portfolio acquisitions, which we increase in restricted cash, as discussed in the cash flows
discuss in more detail below, and approximately $0.4 billion of from investing activities above,
higher proceeds received from sales of investments in 2008 ♦ $1 billion of mandatorily redeemable convertible
compared to 2007. The proceeds in 2008 include $150 million Series A Preferred Stock to MidAmerican, which was
of cash received from EDF that was recorded as additional converted, in part, in December 2008 into $1 billion of
proceeds for EDF’s purchase of 49.99% membership interest in 14% Senior Notes, which were repaid in full in January
CENG in 2009. 2009,

♦ $250.0 million of Zero Coupon Notes,
♦ $450.0 million of 8.625% Series A Junior SubordinatedCash Flows from Financing Activities

Debentures, andCash used in financing activities was $1.8 billion in 2009
♦ $400.0 million of 6.125% Notes by BGE.compared to cash provided of $3.1 billion in 2008. The increase

in cash used for financing activities of $4.9 billion was primarily
due to: Contract and Portfolio Acquisitions

♦ $3.0 billion net increase in cash used to repay During 2009 and 2007, our merchant energy business acquired
short-term borrowings and long-term debt primarily due several pre-existing energy purchase and sale agreements, which
to the repayment of the $1 billion 14% Senior Notes to generated significant cash flows at the inception of the contracts.
MidAmerican in January 2009, $1.6 billion in net These agreements had contract prices that differed from market
repayments of short-term credit facilities, $0.5 billion prices at closing, which resulted in cash payments from the
repayment of a 6.125% fixed rate note, and a counterparty at the acquisition of the contract. We received net
$0.3 billion repayment of Zero Coupon Senior Notes, cash of $109.4 million in 2009 due to the execution of total

♦ $3.1 billion net decrease in cash received from the return swaps to assist in the execution of our divestitures of our
issuance of long-term debt, and international commodities and Houston-based gas trading

♦ $1.2 billion in cash outflows related to derivative operations and $373.6 million in 2007 for various contract and
contracts deemed to contain a financing element at portfolio acquisitions. We reflect the underlying contracts on a
inception that must be classified as financing activities gross basis as assets or liabilities in our Consolidated Balance
rather than operating activities. These contracts Sheets depending on whether they were above- or below-market
primarily relate to transactions associated with the prices at closing; therefore, we have also reflected them on a
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gross basis in cash flows from investing and financing activities ♦ Fuel and purchased energy expenses will reflect our
in our Consolidated Statements of Cash Flows as follows: purchase of 85-90% of the output of CENG’s plants,

excluding output sold directly to third parties, as
Year ended December 31, 2009 2008 2007 provided under the terms of the PPA with CENG.

(In millions) ♦ Operating expenses will no longer include CENG’s
Financing activities—proceeds plant operating costs or general and administrative

from contract and portfolio expenses.
acquisitions $ 2,263.1 $— $ 847.8 ♦ We will no longer incur cash flows for 100% of

Investing activities—contract and CENG’s capital expenditures or the acquisition of
portfolio acquisitions (2,153.7) — (474.2) nuclear fuel, but we may be required to make capital

contributions to help CENG fund these expenditures.Cash flows from contract and
♦ We will record cash distributions from CENG if andportfolio acquisitions $ 109.4 $— $ 373.6

when such distributions are declared.
In addition, we entered into a power services agency

We record the proceeds we receive to acquire energy agreement (PSA) and an administrative service agreement (ASA)
purchase and sale agreements as a financing cash inflow because with CENG. The PSA is a five-year agreement under which we
it constitutes a prepayment for a portion of the market price of will provide scheduling, asset management and billing services to
energy, which we will buy or sell over the term of the CENG and will recognize average annual revenue of
agreements and does not represent a cash inflow from current approximately $16 million.
period operating activities. For those acquired contracts that are The ASA is a one year agreement that is renewable
derivatives, we record the ongoing cash flows related to the annually under which we will provide administrative support
contract with the counterparties as financing cash inflows. For services to CENG for a fee of approximately $66 million for
those acquired contracts that are not derivatives, we record the 2010. The level of fees for administrative support services will be
ongoing cash flows related to the contract as operating cash subject to change in future years based on the level of services
flows. provided. The charges under these agreements are intended to

We discuss certain of these contract and portfolio represent the actual cost of the services provided to CENG from
acquisitions in more detail in Note 2 to Consolidated Financial us.
Statements.

Security Ratings
Cash Flow Impacts—CENG Joint Venture Independent credit rating agencies rate Constellation Energy’s
Prior to November 6, 2009, we recorded 100% of the revenues, and BGE’s fixed-income securities. The ratings indicate the
expenses, and cash flows from CENG and the nuclear plants it agencies’ assessment of each company’s ability to pay interest,
owns because we wholly owned this entity. On November 6, distributions, dividends, and principal on these securities. These
2009, we completed the sale of a 49.99% membership interest ratings affect how much it will cost each company to sell these
in CENG to EDF, and we deconsolidated CENG. Accordingly, securities and, in certain cases, the company’s ability to access
for the period from November 6, 2009 through December 31, the markets to sell securities. Generally, the better the rating, the
2009, we ceased recording CENG’s cash flows and began to lower the cost of the securities to each company when they sell
record cash flows from our PPA and other transactions with them. A reduction in our credit ratings could have an adverse
CENG. In the future, we will record cash flows from any effect on our access to liquidity sources, increase our cost of
distributions received from CENG based on our 50.01% funds, trigger additional collateral requirements, and/or decrease
ownership interest, and we may be required to make capital the number of investors and counterparties willing to transact
contributions to help fund CENG’s capital program. with us.

As a result of deconsolidation, we expect that our future The factors that credit rating agencies consider in
merchant energy cash flows will differ from historical cash flows establishing Constellation Energy’s and BGE’s credit ratings
primarily due to the following factors: include, but are not limited to, cash flows, liquidity, business

♦ We will sell between 85-90% of the output of CENG’s risk profile, stock price volatility, political, legislative and
plants, excluding output sold by CENG directly to third regulatory risk, interest charges relative to operating cash flow,
parties, rather than 100% of the plants’ total output and the level of debt relative to operating cash flows and to total
including volumes contracted to third parties. capitalization.
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At the date of this report, our credit ratings were as follows: and thereby reduce the overall amount available under our credit
facilities or to post additional cash, and thereby reduce our

Standard & available cash balance.
Poors Moody’s

We discuss our, and BGE’s, credit facilities in detail inRating Investors Fitch
Group Service Ratings Note 8 to the Consolidated Financial Statements.

Constellation Energy
Net Available LiquiditySenior Unsecured Debt BBB- Baa3 BBB-
The following tables provide a summary of our net availableCommercial Paper A-3 P-3 F3
liquidity at December 31, 2009 and 2008.Junior Subordinated

Debentures BB Ba1 BB**
As of December 31, 2009BGE Constellation Total

Senior Unsecured Debt BBB+ Baa2 BBB+ Energy BGE Consolidated

Commercial Paper A-2 P-2 F2 (In billions)
Rate Stabilization Bonds* AAA Aaa AAA Credit facilities (1) $ 3.5 $0.6 $ 4.1
Trust Preferred Securities BBB- Baa3 BBB-** Less: Letters of credit
Preference Stock BBB- Ba1 BBB-** issued (1.7) — (1.7)

Less: Cash drawn on
* Bonds issued by RSB BondCo LLC, a subsidiary of BGE credit facilities — — —
** As a result of changes in guidelines at Fitch Ratings affecting all

Undrawn facilities 1.8 0.6 2.4issuers, in January 2010 the ratings of our Junior Subordinated
Less: Commercial paperDebentures and BGE’s Trust Preferred Securities and Preference

outstanding — — —Stock were downgraded one level.
Net available facilities 1.8 0.6 2.4
Add: Cash 3.4 — 3.4All Constellation Energy and BGE ratings in the above
Less: Reserved cash (2) (1.3) — (1.3)table reflect stable outlooks by all the credit rating agencies.

As a condition to the October 2009 Maryland PSC order Cash and facility liquidity 3.9 0.6 4.5
approving our transaction with EDF, Constellation Energy and Add: EDF put
BGE were required to implement ‘‘ring fencing’’ measures to arrangement 1.1 — 1.1
provide bankruptcy protection and credit rating separation of

Net available liquidity $ 5.0 $0.6 $ 5.6BGE from Constellation Energy. We completed the
implementation of these measures in February 2010. (1) Excludes $0.5 billion commodity-linked credit facility due to

We remain committed to maintaining a stable investment its contingent nature. We discuss this credit facility in more
grade credit profile and to meeting our liquidity requirements. detail in Note 8 to Consolidated Financial Statements.
We discuss our available sources of funding in more detail below. (2) Represents management’s expectation of income tax payments to

We discuss the potential effect of a ratings downgrade in be made for the EDF transaction and remaining bond
the Collateral section. repurchases in the first quarter of 2010. We discuss our bond

repurchases in more detail in Note 9 to Consolidated Financial
Available Sources of Funding Statements.
In addition to cash generated from operations, we rely upon
access to capital for our capital expenditure programs and for the As of December 31, 2008

Constellation Totalliquidity required to operate and support our commercial
Energy BGE Consolidatedbusinesses. Our liquidity requirements are funded by credit

(In billions)facilities and cash. We fund our short-term working capital
Credit facilities $ 6.2 $ 0.4 $ 6.6needs with existing cash and with our credit facilities, many of
Less: Letters of creditwhich support direct cash borrowings and the issuance of

issued (3.6) — (3.6)commercial paper. We also use our credit facilities to support the
Less: Cash drawn onissuance of letters of credit, primarily for our merchant energy

credit facilities (0.5) (0.4) (0.9)business.
The primary drivers of our use of liquidity have been our Undrawn facilities 2.1 — 2.1

capital expenditure requirements and collateral requirements Less: Commercial paper
associated with hedging our generating assets and hedging our outstanding — — —
Customer Supply business in both power and gas. As part of our

Net available facilities 2.1 — 2.1
strategic initiatives, we have modified the structure of certain

Add: Cash 0.2 — 0.2
transactions and terminated others in order to reduce these

Net available liquidity $ 2.3 $ — $ 2.3collateral requirements. Significant changes in the prices of
commodities, depending on hedging strategies we have
employed, could require us to post additional letters of credit,
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During 2009, net available liquidity increased $3.3 billion credit) to BGE as required by the Maryland PSC order
due to the following: approving the EDF transaction. As a result of BGE terminating

participation in the Constellation Energy cash pool, this equity
contribution will be reflected in the cash balance of BGE(In billions)
beginning in January 2010.Expiration of EDF interim backstop liquidity

Our liquidity needs vary as commodity prices change. Wefacility $(0.6)
regularly evaluate the effects of changing price levels on ourCredit facility reductions triggered by
liquidity needs by estimating the impacts of volatile power, gas,completion of CENG joint venture (1) (3.3)
and coal prices on our price sensitive sources and uses ofNew credit facilities added 1.4
liquidity. For example, energy contracts settling in the current

Net reduction in credit facilities $(2.5)
year may impact our cash flows and changing price levels may

Decrease in letters of credit issued 1.9
impact our collateral requirements. Additionally, we consider the

Repayment of cash drawn on facilities 0.9
impact of other sources and uses of liquidity, including planned

Increase in cash 3.2
business divestitures, anticipated new business, capital

Less: cash reserved for tax payments and debt
expenditures, operating expenses and credit charges.

reductions (1.3)
We believe that the actions that we have taken and our

EDF put arrangement, after-tax 1.1
current net available liquidity will be sufficient to support our

Increase in net available liquidity $ 3.3 ongoing liquidity requirements. Our liquidity projections include
assumptions for commodity price changes, which are subject to

(1) Includes $1.23 billion facility that was set to expire in
significant volatility, and we are exposed to certain operational

November 2009.
risks that could have a significant impact on our liquidity. We
discuss items that could negatively impact our liquidity in the

Through our efforts to reduce risk and more actively Item 1A. Risk Factors section.
manage our liquidity, we significantly improved our net available
liquidity during 2009. Specifically, we executed on our planned Collateral
divestitures, significantly reduced the activities of our Global Constellation Energy’s collateral requirements generally arise
Commodities operation, and restructured and terminated from its merchant energy business’ need to participate in certain
existing transactions and amended certain agreements, all of organized markets, such as Independent System Operators
which have led to lower collateral requirements. Through (ISOs) or financial exchanges, as well as from our margining on
December 31, 2009, we received substantially all of the over-the-counter (OTC) contracts.
$1 billion of total net collateral expected to be returned upon To support wholesale and retail power Customer Supply
the completion of our divestitures. In addition, we added new obligations and our limited trading activities, Constellation
credit facilities during 2009 that are discussed in more detail in Energy posts collateral to ISOs. Forward hedging of our
Note 8 to Consolidated Financial Statements. Generation and Customer Supply obligations, as well as our

During 2009, our cash balance increased $3.2 billion. The Global Commodities trading activities, creates the need to
increase is largely a result of the proceeds from the EDF transact with exchanges such as New York Mercantile Exchange
transaction and strong cash flows in our core businesses, partially and Intercontinental Exchange. We post initial margin based on
offset by bond repayments and the retirement of debt prior to exchange rules, as well as variation margin related to the change
maturity. We discuss our cash flows in more detail earlier in the in value of the net open position with the exchange.
Cash Flows section and the EDF transaction in the Significant Constellation Energy’s initial margin requirements increased
Events section. We intend to use the funds from the EDF during the third quarter of 2008 as a result of changes in
transaction to pay the taxes owed on the transaction, to fulfill exchange rules and decreased during the fourth quarter of 2008
our $1.0 billion voluntary debt reduction commitment, to fund as a result of portfolio risk reduction and downsizing activities.
strategic growth initiatives, and for other general corporate During 2009, our initial margin requirements continued to
purposes. We discuss our voluntary debt reduction in more decrease. In March 2009 and April 2009, we closed-out our
detail in Note 9 to Consolidated Financial Statements. exchange positions related to our international commodities

In connection with its approval of the EDF transaction, we operation and Houston-based gas trading operation, respectively,
were required by the Maryland PSC to implement ‘‘ring which reduced our margin posted with each exchange with
fencing’’ measures designed to provide bankruptcy protection which we transact.
and credit rating separation of BGE from Constellation Energy. In addition to the collateral posted to ISOs and exchanges,
We discuss the Maryland PSC order in more detail in the we post collateral with certain OTC counterparties. These
Regulation-Maryland section. These ring fencing measures were collateral amounts may be fixed or may vary with price levels.
implemented in 2010, and as a result BGE no longer There are certain inherent asymmetries relating to the use
participates in the Constellation Energy cash pool. of collateral that create liquidity requirements for our merchant

In December 2009, Constellation Energy contributed energy businesses. These asymmetries arise from our actions to
approximately $316 million of equity ($250.0 million capital be economically hedged, as well as market conditions or
contribution and $65.9 million for a residential customer rate
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Capital Resourcesconventions for conducting business that result in some
Our actual consolidated capital requirements for the years 2007transactions being collateralized while others are not, including:
through 2009, along with the estimated annual amount for♦ In our Customer Supply operation, we generally do not
2010, are shown in the following table.receive collateral under contractual obligations to supply

We will continue to have cash requirements for:power or gas to our customers but our Global
♦ working capital needs,Commodities operation hedges these transactions
♦ payments of interest, distributions, and dividends,through purchases of power and gas that generally
♦ capital expenditures, andrequire us to post collateral. By entering into a gas
♦ the retirement of debt.supply agreement with the buyer of our gas trading
Capital requirements for 2010 and 2011 include estimatesoperation, we have reduced our collateral requirements

of spending for existing and anticipated projects. Weto support our retail gas operation. We discuss this gas
continuously review and modify those estimates. Actualsupply agreement in more detail in Note 4 of the Notes
requirements may vary from the estimates included in the tableto Consolidated Financial Statements. We also intend to
below because of a number of factors including:further align our load obligations by buying generation

♦ regulation, legislation, and competition,assets in regions where we do not have a significant
♦ BGE load requirements,generation presence and entering into longer-tenor
♦ environmental protection standards,agreements with merchant generators, further reducing
♦ the type and number of projects selected forour dependence on exchange-traded products, thereby

construction or acquisition,lowering our collateral requirements.
♦ the effect of market conditions on those projects,♦ In our Generation operation, we may have to post
♦ the cost and availability of capital,collateral on our power sale or fuel purchase contracts.
♦ potential capital contributions to CENG and UNE,Finally, collateral types may asymmetrically impact our
♦ the availability of cash from operations, andliquidity. For example, in margining with over-the-counter
♦ business decisions to invest in capital projects.counterparties, we may post letter of credit (LC) collateral for an
Our estimates are also subject to additional factors.out-of-the money counterparty. However, we may receive LC
Please see the Forward Looking Statements and Item 1A. Riskcollateral when we are in-the-money with a counterparty. Posting

Factors sections.LCs reduces our liquidity while the receipt of LC collateral does
2010not increase our liquidity.

2007 2008 2009 (Estimate)
Customers of our merchant energy business rely on the

(In billions)creditworthiness of Constellation Energy. In this regard, we have
Nonregulated Capital

certain agreements that contain provisions that would require us Requirements:
to post additional collateral upon a credit rating downgrade in Merchant energy (excludes
the senior unsecured debt of Constellation Energy. Based on acquisitions)
contractual provisions at December 31, 2009, we estimate that if Generation plants (1) $0.2 $0.6 $0.4 $0.2

Environmental controls 0.2 0.5 0.3 0.1Constellation Energy’s senior unsecured debt were downgraded
Portfolio acquisitions/to one level below the investment grade threshold we would

investments 0.5 0.2 0.1 0.1have the following additional collateral obligations:
Technology/other 0.2 0.1 0.1 —
Nuclear fuel (1) 0.1 0.2 0.2 —

Level Below Additional
Total merchant energy capitalCredit Ratings Downgraded to (1) Current Rating Obligations (2)

requirements 1.2 1.6 1.1 0.4
(In billions)

Other nonregulated capital
Below investment grade 1 $1.1

requirements 0.1 0.1 0.1 0.1

(1) If there are split ratings among the independent credit-rating agencies, Total nonregulated capital
the lowest credit rating is used to determine our incremental collateral requirements 1.3 1.7 1.2 0.5
obligations.

Regulated Capital
(2) Includes $0.2 billion related to derivative contracts as discussed in Requirements:

Note 13 to Consolidated Financial Statements. Regulated electric 0.3 0.4 0.3 0.5
Regulated gas 0.1 0.1 0.1 0.1

Based on market conditions and contractual obligations at
Total regulated capital

the time of a downgrade, we could be required to post requirements 0.4 0.5 0.4 0.6
additional collateral in an amount that could exceed the

Total capital requirements $1.7 $2.2 $1.6 $1.1obligation amounts specified above, which could be material. We
discuss our credit facilities in the Available Sources of Funding (1) Reflects the closing of the transaction with EDF on November 6, 2009

and the deconsolidation of our nuclear generation and operationsection.
business. As a result, the table above includes ten months of nuclear
plant related and nuclear fuel capital requirements for 2009 and none
effective in 2010.
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As of the date of this report, we estimate our 2011 capital available sources. To the extent that internally generated cash is
requirements will be approximately $1.0 billion. not sufficient to meet those requirements, we would seek

additional funding from the money markets, capital markets and
Capital Requirements lease markets, subject to credit conditions and market liquidity,
Merchant Energy Business and, if necessary, from drawdowns on credit facilities.
Our merchant energy business’ capital requirements consist of its The projects that our merchant energy business develops
continuing requirements, including expenditures for: typically require substantial capital investment. Many of the

♦ improvements to generating plants, qualifying facilities and independent power projects that we have
♦ costs of complying with the Environmental Protection an interest in as well as our upstream properties are financed

Agency (EPA), Maryland, and Pennsylvania primarily with non-recourse debt that is repaid from the project’s
environmental regulations and legislation, and cash flows. This debt is collateralized by interests in the physical

♦ enhancements to our information technology assets, major project contracts and agreements, cash accounts
infrastructure. and, in some cases, the ownership interest in that project.

In addition, in December 2009, we were selected by the
State of Maryland to construct, own, operate and maintain a 17 Regulated Electric and Gas
MW solar photovoltaic power installation in Emmitsburg, We expect to fund capital expenditures associated with our
Maryland. We expect this project to cost us approximately regulated electric and gas businesses through a combination of
$60 million and be completed by December 2012. Renewable internally and externally generated cash. To the extent that
electricity produced by the system will be purchased by the State internally generated cash is not sufficient to meet those
of Maryland at the site of Mount St. Mary’s University under a requirements, we would seek additional funding from the
20-year solar power purchase agreement. short-term and long-term capital markets (including trust

In 2009, we signed an agreement to acquire the 70 MW preferred securities or preference stock), subject to credit
Criterion wind project in Garrett County, Maryland. The conditions and market liquidity, and, if necessary, from
completed cost of this project is expected to be approximately drawdowns on credit facilities. BGE may also receive equity
$140 million. We expect to close this transaction, subject to contributions from time to time from Constellation Energy. In
certain conditions, in the first quarter of 2010 and expect December 2009, BGE received a $250 million capital
commercial operation of the facility in the fall of 2010. contribution from Constellation Energy as required by the

October 2009 order from the Maryland PSC approving our
Regulated Electric and Gas transaction with EDF. At that time, Constellation Energy also
Regulated electric and gas construction expenditures primarily funded the after-tax cost of $66 million of the residential
include new business construction needs and improvements to customer credits required by the same order.
existing facilities, including projects to improve reliability and
support demand response and conservation initiatives. Other Nonregulated Businesses

In July 2009, BGE filed with the Maryland PSC a proposal We expect to fund the capital requirements of our other
for a comprehensive smart grid initiative. The proposal includes nonregulated businesses with internally generated cash. To the
the planned installation of 2 million residential and commercial extent that internally generated cash is not sufficient to meet
electric and gas smart meters. We expect the total cost of the those requirements, we would seek additional funding from the
program to be approximately $480 million. In October 2009, short-term and long-term capital markets and lease markets,
the United States Department of Energy selected BGE as a subject to credit conditions and market liquidity, and, if
recipient of $200 million in federal funding for our smart grid necessary, from drawdowns on credit facilities. We may also
initiative. This grant allows BGE to be reimbursed for smart consider sales of securities and assets, and/or from time to time
grid expenditures up to $200 million, substantially reducing the equity contributions from Constellation Energy.
total cost of this initiative. However, the United States
Department of Energy may withhold funding until approval is Contractual Payment Obligations and Committed

Amountsobtained from the Maryland PSC. The Maryland PSC held
We enter into various agreements that result in contractualhearings on this proposed program in late 2009 and expects to
payment obligations in connection with our business activities.issue an order in the first quarter of 2010. If BGE’s proposal is
These obligations primarily relate to our financing arrangementsapproved by the Maryland PSC, BGE plans to proceed with this
(such as long-term debt, preference stock, and operating leases),program as soon as practical.
purchases of capacity and energy to support the growth in our

Funding for Capital Requirements merchant energy business activities, and purchases of fuel and
Merchant Energy Business transportation to satisfy the fuel requirements of our power
We expect to fund the capital requirements of our merchant generating facilities.
energy business with internally generated cash and other
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We detail our contractual payment obligations as of ♦ variable interests in unconsolidated entities that provide
December 31, 2009 in the following table: financing, liquidity, market risk, or credit risk support,

Payments or engage in leasing, hedging or research and
2011- 2013- development services.

2010 2012 2014 Thereafter Total
At December 31, 2009, Constellation Energy had a total

(In millions)
face amount of $10.4 billion in guarantees outstanding, ofContractual Payment Obligations

Long-term debt: (1) which $9.4 billion related to our merchant energy business.
Nonregulated

Principal $ 0.4 $ 751.4 $ 20.0 $ 1,903.0 $ 2,674.8 These amounts generally do not represent incremental
Interest 152.1 299.6 241.9 2,904.3 3,597.9 consolidated Constellation Energy obligations; rather, they

Total 152.5 1,051.0 261.9 4,807.3 6,272.7 primarily represent parental guarantees of certain subsidiaryBGE
Principal 56.5 254.2 537.0 1,352.4 2,200.1 obligations to third parties in order to allow our subsidiaries the
Interest 130.5 247.2 194.9 1,253.4 1,826.0

flexibility needed to conduct business with counterparties
Total 187.0 501.4 731.9 2,605.8 4,026.1

BGE preference stock — — — 190.0 190.0 without having to post other forms of collateral. Our estimated
Operating leases (2) net exposure for obligations under commercial transactionsOperating leases, gross 226.0 435.1 375.0 396.4 1,432.5

Sublease rentals (56.5) (102.1) (56.3) (114.8) (329.7) covered by these guarantees was approximately $2 billion at
Operating leases, net 169.5 333.0 318.7 281.6 1,102.8 December 31, 2009, which represents the total amount the

Purchase obligations: (3)
Purchased capacity and parent company could be required to fund based on

energy (4) 160.9 303.5 107.7 208.7 780.8 December 31, 2009 market prices. For those guarantees relatedPurchased energy from CENG 534.7 1,513.3 2,249.8 — 4,297.8
Fuel and transportation 540.5 437.5 94.3 217.9 1,290.2 to our derivative liabilities, the fair value of the obligation is
Other 77.9 39.3 6.6 6.7 130.5

Other noncurrent liabilities: recorded in our Consolidated Balance Sheets. We believe it is
Uncertain tax positions liability — 143.8 67.7 18.3 229.8 unlikely that we would be required to perform or incur anyPension benefits (5) 45.8 217.5 203.7 — 467.0
Postretirement and post losses associated with guarantees of our subsidiaries’ obligations.

employment benefits (6) 32.3 72.9 82.8 185.0 373.0
We discuss our other guarantees in Note 12 to Consolidated

Total contractual payment
obligations $1,901.1 $4,613.2 $4,125.1 $ 8,521.3 $19,160.7 Financial Statements and our significant variable interests in

Note 4 to Consolidated Financial Statements.(1) Amounts in long-term debt reflect the original maturity date. Investors may require us to
repay $207 million early through remarketing features. Interest on variable rate debt is
included based on forward curve for interest rates.

Risk Management(2) Our operating lease commitments include future payment obligations under certain power
purchase agreements as discussed further in Note 11 to Consolidated Financial Introduction
Statements.

Constellation Energy is exposed to market, credit, operational,(3) Contracts to purchase goods or services that specify all significant terms. Amounts related
to certain purchase obligations are based on future purchase expectations which may and business risks that are fundamental to our business of
differ from actual purchases.

providing products and services across the energy value chain.(4) Our contractual obligations for purchased capacity and energy are shown on a gross basis
for certain transactions, including both the fixed payment portions of tolling contracts In general, the risks in our businesses can be classified as
and estimated variable payments under unit-contingent power purchase agreements.

one of the following:(5) Amounts related to pension benefits reflect our current 5-year forecast for contributions for
our qualified pension plans and participant payments for our nonqualified pension plans. ♦ Market Risk—risk related to changes in energy
Refer to Note 7 to Consolidated Financial Statements for more detail on our pension

commodity prices, volatilities, market price correlations,plans.
(6) Amounts related to postretirement and postemployment benefits are for unfunded plans interest rates, and currencies as well as volume

and reflect present value amounts consistent with the determination of the related
uncertainty, load requirements, physical location andliabilities recorded in our Consolidated Balance Sheets as discussed in Note 7 to

Consolidated Financial Statements. supply, and market rules,
♦ Credit Risk—risk related to a customer’s or supplier’s

Off-Balance Sheet Arrangements inability to fulfill its contractual obligations due to
For financing and other business purposes, we utilize certain financial distress,
off-balance sheet arrangements that are not reflected in our ♦ Operational Risk—risk associated with human error or a
Consolidated Balance Sheets. Such arrangements do not failure of process and systems, or external factors, as well
represent a significant part of our activities or a significant as the risk of operating owned and contractually-
ongoing source of financing. controlled generating assets, and electric transmission

We use these arrangements when they enable us to obtain and gas transportation systems,
financing or execute commercial transactions on favorable terms. ♦ Business Risk—risk of unsuccessful business
As of December 31, 2009, we have no material off-balance sheet performance due to changing economic conditions,
arrangements, including: competition, regulatory environment, legislation, and♦ guarantees with third parties that are subject to initial economic conditions, and

recognition and measurement requirements, ♦ Funding Liquidity Risk—risk that we may be unable to♦ retained interests in assets transferred to unconsolidated fund our obligations in some future period.
entities or similar arrangement that serves as credit, These risks exist in our business with varying levels of
liquidity or market risk support to such entity for such exposure, and are interrelated and cannot be managed in
asset, isolation.♦ derivative instruments indexed to our common stock,
and classified as equity, or
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Each of the five risk classifications noted above can be Chief Risk Officer, Chief Financial Officer, Vice Chairman,
affected by numerous internal and external forces, including: General Counsel, Chief Human Resources Officer, head of

♦ economic conditions, Corporate Strategy and Development, head of Corporate Affairs,
♦ market liquidity, Public, and Environmental Policy and business unit leaders. In
♦ competition, addition, the Chief Risk Officer coordinates with the risk
♦ country or sovereign issues, management committees at the business units that meet
♦ systems or process failure, and regularly to identify, assess, and quantify material risk issues and
♦ fiscal and monetary policies. to develop strategies to manage these risks.
As a result of the extent and diversity of the risks the In an effort to manage market and credit risks,

Company faces in its business operations, we analyze risk and Constellation Energy has established a series of limits that reflect
risk concentration at transaction, portfolio, business, and the Company’s risk tolerances in the context of the market
enterprise-wide levels to ensure that material risks are identified environment and our business strategy. In setting limits, the
and managed effectively. We utilize numerous methods to Company takes into consideration factors such as market
evaluate and measure risks. In general, we evaluate risks in terms volatility, product liquidity, business trends, and management
of the impact on our economic value, earnings, liquidity, experience. The Company maintains different limits at the
strategic objectives, credit rating, reputation, and values. We corporate and business unit levels. Business units are responsible
identify and evaluate risks based not only on their probability of for adhering to established limits, against which exposures are
occurring and magnitude of impact on the financial statements, monitored and reported. Limit breaches are reported in a timely
but also with respect to the potential for significant or manner to senior management, who consults with the business
unexpected shifts in market conditions or rules. unit on an appropriate course of action.

We recognize the importance of managing risk as a key
differentiator in the energy business and view the active and Risk Controls
effective management of the risks in our businesses to be of Risk controls are applied at the level of individual exposures and
paramount importance. To foster a culture of risk awareness and portfolios of exposures in each business and to risk in aggregate,
management, we employ a risk management framework to across all businesses and major risk types, relative to the
identify, assess, monitor, manage, and report risks. Our risk Company’s risk capacity.
management program is based on established policies and Constellation Energy’s RMG is an independent function
procedures to manage risks, combined with an extensive system tasked with providing an independent quantification and
of internal controls. Nevertheless, no system of risk management assessment of key business risks, as well as providing an
can cost-effectively eliminate all risks to which an entity is evaluation of individual risk components that contribute to the
exposed. Thus, in particular environments, the Company may Company’s consolidated risk profile. The RMG is also
not be able to mitigate risk exposures to the level desired and responsible for establishing risk policies, maintaining appropriate
may have exposures to certain risk factors that cannot be risk controls, ensuring compliance with policies and procedures,
mitigated. and monitoring methods according to the risk parameters

In this section, we will review the Company’s risk in terms established by the Board of Directors.
of our: The RMG consists of six divisions that focus on a

♦ risk governance, specialized area of risk.
♦ risk controls, and
♦ risk exposures. Credit Risk Management

Credit Risk Management is responsible for managing the risk of
Risk Governance loss inherent in the business units stemming from counterparty
The Audit Committee of the Board of Directors periodically or customer failures and adverse market events that effect
reviews compliance with our risk parameters, limits, and trading counterparty creditworthiness. This group supports the business
guidelines and our Board of Directors has established a VaR units by establishing credit relationships with various wholesale
limit. As discussed below, senior management is responsible for counterparties and retail customers and facilitating market
monitoring the key risks, facilitated by a Risk Management liquidity with credit limits and appropriate contractual credit
Group (RMG). Our RMG is responsible for enforcing terms and conditions. Credit risk managers are responsible for
compliance with risk management policies and risk limits, as managing credit risk associated with our business activities,
well as managing credit risk. The RMG reports to the Chief including establishing limits and contractual structures, as well as
Risk Officer, who provides regular risk management updates to establishing and enforcing credit policies.
the Audit Committee and the Board of Directors.

We also have a Risk Management Committee (RMC) that Market Risk Management
is responsible for establishing risk management policies, Market Risk Management is responsible for effectively
reviewing procedures for the identification, assessment, identifying, quantifying, monitoring, and reporting on impacts
measurement, and management of risks, and monitoring and of market risk, to include price volatility, correlations, volume
reporting risk exposures. The RMC meets on a regular basis and uncertainty, market liquidity, interest rate and currency exposure
is chaired by our Chief Executive Officer, and consists of our on company businesses. The market risk group also enforces the
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Market Risk policies and ensures compliance with these policies, Merchant Energy Business
including the monitoring, analyzing, and escalating of market Our merchant energy business is exposed to various risks in the
risk controls. This group also develops market risk measurement competitive marketplace that may materially impact our financial
tools, such as stress and scenario tests, gross margin-at-risk, and results and affect our earnings. These risks include changes in
assists the businesses in implementing market strategies with the commodity prices, potential imbalances in supply and demand,
highest benefits. credit risk and operational risk.

Collateral Risk Management Regulated Electric Business
Collateral Risk Management is responsible for providing an BGE does not own or operate any electric generating facilities.
integrated view on credit, market, and company liquidity risks to Therefore, BGE’s regulated electric business is exposed to market
facilitate Treasury’s management of the Company’s collateral and price risk. To mitigate this, BGE obtains energy and capacity to
overall liquidity position. This group’s responsibilities include provide SOS through a competitive bidding process approved by
measuring and monitoring collateral flows, downgrade collateral the Maryland PSC. We discuss SOS and the impact on base
needs, and collateral use across the Company. Additionally, this rates in more detail in Item 1. Business—Baltimore Gas and
group forecasts expected collateral requirements as well as Electric Company—Electric Business section. As a result of this
estimates potential collateral requirements due to market shifts, process, BGE’s exposure to market price risk is limited, and at
hedging strategies, and adjustments to the Company’s credit December 31, 2009, our exposure to commodity price risk for
ratings. Finally, Collateral Risk Management assists the our regulated electric business was not material. However, BGE
businesses in determining the strategic use of collateral and the may enter into electric futures, options, and swaps to hedge its
appropriate cost of collateral for transactions. The group also market price risk if appropriate. We discuss this further in
works closely with the Treasury function to plan for expected Note 13 to Consolidated Financial Statements.
and contingent liquidity needs based on the Company’s BGE’s regulated electric business is also exposed to
long-term business plan. wholesale credit risk from its suppliers as well as retail credit risk

from its customers. Finally, BGE is subject to operational risks,
including potential impacts from storms and distribution assetOperational Risk Management
failures.Each business area maintains responsibility for operational risk

management. A corporate staff oversees implementation of a
common framework for defining, measuring, monitoring, and Regulated Gas Business
reporting operational risks. BGE acquires all of its natural gas for delivery to customers

from third party suppliers. Therefore, BGE’s regulated gas
business is exposed to market price risk. However, BGE recoversCorporate Audit
the costs of purchased gas under the market-based rates incentiveCorporate Audit assists in ensuring that controls put in place by
mechanism approved by the Maryland PSC. Additionally, BGEmanagement to mitigate the risks of the business are adequate
may enter into gas futures, options, and swaps to hedge its priceand functioning appropriately. This group supports the risk
risk under our market-based rate incentive mechanism and ourassessment process including the analysis of inherent and residual
off-system gas sales program as appropriate. We discuss thisrisk, performs risk-based audits as approved by the Audit
further in Note 13 to Consolidated Financial Statements. AtCommittee of the Board of Directors, and supports the
December 31, 2009, our exposure to commodity price risk forimprovement of the effectiveness and efficiency of key business
our regulated gas business was not material.processes.

BGE’s regulated gas business is also exposed to wholesale
credit risk from its suppliers as well as retail credit risk from itsRisk Infrastructure
customers. Finally, BGE is subject to operational risks, includingRisk Infrastructure supports the risk management divisions and
potential impacts from storms and distribution asset failures.consolidates risk exposures across the businesses and disciplines.

This group’s responsibilities include risk and credit systems
Risk Exposure Categoriesdesign and maintenance, risk metric development and
The various categories of risk exposures that we manage include,calculation, controls structure and enforcement, and risk
but are not limited to, market risk, which includes interest ratereporting. In addition, the Risk Infrastructure Group provides
risk, security price risk, and foreign currency risk; credit risk,analytical support to the risk functions, validates company
which includes wholesale and retail; operational risk and fundingmodels, and verifies liquid and illiquid forward price curves and
liquidity risk. As previously noted, these risks may be commonvolatilities. Finally, this group performs independent risk
to more than one of our businesses. We discuss each of theseassessments, due diligence, and risk adjusted valuations of
primary risk exposure categories separately below.transactions, mergers and acquisitions, and large capital projects.

Market RiskRisk Exposures
We are exposed to the impact of market fluctuations in the priceWe manage risks across our merchant energy, regulated electric,
and transportation costs of power, natural gas, coal, and otherand regulated gas businesses. We summarize below the risks we
related commodities. These risks arise from our ownership andmanage within each of our businesses.
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operation of power plants, our customer supply operations, and ♦ futures contracts, which are exchange-traded
our origination, risk management, and trading activities. These standardized commitments to purchase or sell a
commodity price risks arise from: commodity or financial instrument, or to make a cash

♦ the potential for changes in the price of, and settlement, at a specific price and future date,
transportation costs for, electricity, natural gas, coal, and ♦ swap agreements, which require payments to or from
other related commodities, counterparties based upon the differential between two

♦ changes in market volatilities or correlations, and prices for a predetermined contractual (notional)
♦ changes in interest and foreign exchange rates. quantity, and
A number of factors associated with the structure and ♦ option contracts, which convey the right to buy or sell a

operation of the energy markets influence the level and volatility commodity, financial instrument, or index at a
of prices for energy commodities and related derivative products. predetermined price.
We use such commodities and products in our merchant energy The objectives for entering into such hedges include:
business, and if we do not hedge the associated financial ♦ fixing the price for a portion of anticipated future
exposure, this commodity price volatility could adversely affect electricity sales at a level that provides an acceptable
our economic value or earnings. These factors include: return on our electric generation operations,

♦ seasonal, daily, and hourly changes in demand, ♦ fixing the price of a portion of anticipated fuel
♦ extreme peak demands due to weather conditions, purchases for the operation of our power plants,
♦ available supply resources, ♦ fixing the price for a portion of anticipated energy
♦ transportation availability and reliability within and purchases to supply our load-serving customers,

between regions, ♦ managing our collateral requirements, and
♦ location of our generating facilities relative to the ♦ managing our exposure to interest rate and foreign

location of our load-serving obligations, currency exchange risks.
♦ procedures used to maintain the integrity of the physical The portion of forecasted transactions hedged may vary

power system during extreme conditions, based upon management’s assessment of market conditions,
♦ changes in the nature and extent of federal and state weather, operational, and other factors.

regulations, and While some of the contracts we use to manage risk
♦ geopolitical concerns affecting global supply of coal, oil, represent commodities or instruments for which prices are

and natural gas. available from external sources, other commodities and certain
These factors can affect energy commodity and derivative contracts are not actively traded and are valued using other

prices in different ways and to different degrees. These effects pricing sources and modeling techniques to determine expected
may vary as a result of regional differences in: future market prices, contract quantities, or both. We use our

♦ weather conditions, best estimates to determine the fair value of commodity and
♦ market liquidity, derivative contracts we hold and sell. These estimates consider
♦ capability and reliability of the physical power and gas various factors including closing exchange and over-the-counter

systems, and price quotations, time value, volatility factors, historical price
♦ the nature and extent of power market restructuring. relationships, and credit exposure. However, it is likely that
Additionally, we have fuel requirements that are subject to future market prices could vary from those used in recording

future changes in coal, natural gas, and oil prices. Our power derivative assets and liabilities subject to mark-to-market
generation facilities purchase fuel under contracts or in the spot accounting, and such variations could be material.
market. Fuel prices may be volatile, and the price that can be Power, gas, coal, and other related commodity trading risks
obtained from electricity sales may not change at the same rate involve the potential decline in net income or financial
or in the same direction as changes in fuel costs. This could condition due to adverse changes in market prices, whether
have a material adverse impact on our financial results. arising from customer activities, generating plants, or proprietary

As part of our overall portfolio, we manage the market risk positions taken by the Company. We assess and monitor market
of our merchant energy business, including electricity sales, fuel risk with a variety of tools, including EVaR, VaR, scenario
and energy purchases, emission credits, interest rate, foreign analysis, and stress testing.
currency, weather, and the market risk of outages. In order to
manage these risks, we may enter into fixed-price derivative or
non-derivative contracts to hedge the variability in future cash
flows from forecasted sales and purchases of energy, including:

♦ forward contracts, which commit us to purchase or sell
energy commodities in the future,
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EVaR: At December 31, 2009, our EVaR was approximately
EVaR measures the potential pre-tax loss in the fair value of the $73 million, which represents a 46% decline from its level of
merchant energy business due to changes in market risk factors. $136 million on December 31, 2008, mainly due to de-risking
EVaR is a one-day value-at-risk measure calculated at a 95% activities and the closing of the EDF transaction in the last
confidence level assuming a standard normal distribution of quarter of the year.
prices over the most recent rolling 3-month period. EVaR
includes all positions over a forward rolling 60-month time VaR:
horizon that expose us to market price risk, regardless of VaR measures the potential pre-tax loss in the fair value of
accounting treatment and business line. mark-to-market energy contracts due to changes in market risk

Positions included in EVaR are comprised of all positions, factors. VaR is a one-day value-at-risk measure calculated at a
regardless of accounting treatment, that create market risk 95% confidence level assuming a standard normal distribution of
including: prices over the most recent rolling 3-month period. VaR includes♦ derivative and nonderivative commodity contracts all positions subject to mark-to-market accounting, including

associated with our Generation, Customer Supply, and contracts that hedge the economics of Customer Supply
Global Commodities operations, nonderivative power and fuel contracts, but which do not receive

♦ physical assets, such as our owned and contractually- hedge accounting treatment, but also contracts designated for
controlled generating plants, and trading. Thus, the positions for which we monitor VaR are

♦ our share of investments in generating plants. included within, and are not incremental, to the positions
We include the positions related to physical assets to subject to EVaR.

provide a more complete presentation of our commodity market VaR and EVaR have similar limitations. VaR may include
risk exposures. EVaR includes illiquid products and positions for some products and positions for which there is limited price
which there is limited price discovery. Modeling the positions in discovery or market depth. The modeling of option positions
our Generation and Customer Supply operations involves a included in VaR involves a number of assumptions and
number of assumptions, and includes projections of generation, approximations. An inherent limitation of our VaR measures is
emission rates and costs, customer load growth, load response to the reliance on historical prices. A sudden shift in market
weather, and customer response to competitive supply. Changes conditions can cause the future behavior of market prices to
in our forecast or management estimates will affect the fair value differ materially from that of the past.
of these positions in a manner not captured by EVaR. The VaR amounts below represent the potential pre-tax loss

EVaR reflects the risk of loss due to market prices under in the fair value of our merchant energy business positions
normal market conditions. An inherent limitation of our subject to mark-to-market accounting, including both trading
value-at-risk measures is the reliance on historical prices. A and non-trading activities, over one and ten-day holding periods.
sudden shift in market conditions can cause the future behavior During 2009, 99% Confidence Level, One-Day Holding
of market prices to differ materially from the past. We use stress Period mark-to-market VaR represented in the table below
tests and scenario analysis to better understand extreme events as ranged between a high of $55.5 million in the beginning of the
a complement to EVaR. This includes exposure to unlikely but year and a low of $5.0 million towards the end of the year.
plausible events in abnormal markets, sensitivity to changes in Despite the wide range of values during 2009, mark-to-market
management projections of customer demand or forecasted VaR has been declining steadily throughout the year, consistent
generation output, and price sensitivity to illiquid points and with our de-risking efforts. While de-risking activities were the
regional basis spreads. main contributor to the declining level of mark-to-market VaR,

EVaR is monitored daily and is subject to regional and this metric will continue to be impacted by the volatility of
overall guidelines for the Customer Supply operations. We place commodity prices and by the size of mark-to-market positions of
guidelines on the risk associated with illiquid delivery locations our non-trading activities.
and regional basis within our Customer Supply operation.
Additionally, we monitor generation plant hedge ratios relative to
guidelines specified by management. Stress tests and scenario
analysis are conducted regularly and the results, trends, and
explanations are reviewed by senior management and risk
committees.

The EVaR amounts below represent the potential pre-tax
change in the fair values of our merchant energy business
positions over a one-day holding period.

EVaR
For the year ended December 31, 2009 2008

(In millions)

95% Confidence Level, One-Day Holding
Period
Year end $73.0 $135.6
Average 92.8 N/A
High 122.8 N/A
Low 64.1 N/A

N/A—Average, high, and low amounts for 2008 are not available as we
did not begin computing those categories of EVaR until the fourth quarter of
2008.
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Total Mark-to-Market VaR Constellation Energy’s proprietary trading activities are
For the year ended December 31, 2009 2008 substantially reduced from previous years and are now

(In millions) immaterial. These activities continue to be managed with daily
99% Confidence Level, One-Day Holding VaR limits, stop loss limits and position limits.

Period
Year end $ 8.0 $19.7 Interest Rate Risk
Average 18.1 26.1 We are exposed to changes in interest rates as a result of
High 55.5 38.0 financing through our issuance of variable-rate and fixed-rate
Low 5.0 19.7 debt and certain related interest rate swaps. We may use

95% Confidence Level, One-Day Holding derivative instruments to manage our interest rate risks.
Period In July 2004, to optimize the mix of fixed and floating-rate
Year end $ 6.1 $15.0 debt, we entered into interest rate swaps relating to
Average 13.8 19.9 $450.0 million of our long-term debt. These fair value hedges
High 42.2 28.9 effectively convert our current fixed-rate debt to a floating-rate
Low 3.8 15.0 instrument tied to the three month London Inter-Bank Offered

95% Confidence Level, Ten-Day Holding Rate. In July 2009, we terminated an interest rate swap relating
Period to $50 million of the $450 million of fixed-rate debt. Including
Year end $ 19.2 $47.5 the $400.0 million in interest rate swaps, approximately 13% of
Average 43.7 62.8 our long-term debt is floating-rate.
High 133.6 91.5 We discuss our use of derivative instruments to manage our
Low 12.0 47.5 interest rate risk in more detail in Note 13 to Consolidated

Financial Statements.

The following table provides information about our debt obligations that are sensitive to interest rate changes:

Principal Payments and Interest Rate Detail by Contractual Maturity Date

Fair value at
December 31,

2010 2011 2012 2013 2014 Thereafter Total 2009

(Dollars in millions)
Long-term debt
Variable-rate debt $ — $ — $ 246.9 $ — $ — $ 403.0 $ 649.9 $ 649.9
Average interest rate (A) —% —% 3.16% —% —% 1.22% 1.96%
Fixed-rate debt $ 56.9 $81.8 $ 676.9 $466.6 $ 90.4 $2,852.4 $4,225.0 $4,433.1
Average interest rate 5.68% 5.95% 6.84% 6.06% 5.33% 6.61% 6.53%
(A) Interest on variable rate debt is included based on the forward curve for interest rates at December 31, 2009.

Security Price Risk Credit Risk
We are exposed to price fluctuations in financial markets We are exposed to credit risk through our merchant energy
primarily through our pension plan assets. In 2009, our actual business and BGE’s operations. Credit risk is the loss that may
gain on pension plan assets was $217.6 million. We describe our result from counterparties’ nonperformance and retail customer
pension funding requirements in more detail in Note 7 to accounts receivable and forward value payment risk arising from
Consolidated Financial Statements. contracted power and gas supply agreements. We evaluate our

credit risk as discussed below.
Foreign Currency Risk
Our merchant energy business is exposed to the impact of Wholesale Credit Risk
foreign exchange rate fluctuations. This foreign currency risk We measure wholesale credit risk as the replacement cost for
arises from our activities in countries where we transact in open energy commodity and derivative transactions (both
currencies other than the U.S. dollar. In 2009, our exposure to mark-to-market and accrual) adjusted for amounts owed to or
foreign currency risk was not material. We manage our exposure due from counterparties for settled transactions. The replacement
to foreign currency exchange rate risk using a foreign currency cost of open positions represents unrealized gains, net of any
hedging program. We will continue to have limited exposure to unrealized losses, where we have a legally enforceable right of
the Canadian dollar due to our Canadian gas and power setoff. We monitor and manage the credit risk of our Global
operations. Commodities operation through credit policies and procedures,

which include an established credit approval process, daily
monitoring of counterparty credit limits, the use of credit

73



mitigation measures such as margin, collateral, or prepayment netting agreements that allow us to offset receivables and
arrangements, and the use of master netting agreements. payables with forward exposure across many transactions.

As of December 31, 2009 and 2008, counterparties in the As of December 31, 2009, our total exposure of
credit portfolio of our Global Commodities operation had the $2.8 billion, net of collateral, includes accrual positions and
following public credit ratings: derivatives. This total exposure has declined significantly from

the $4.5 billion as of December 31, 2008, as a result of our
At December 31, 2009 2008 de-risking activities and divestitures and changes in commodity

prices. Of our $2.8 billion total exposure at December 31, 2009,Rating
less than $1 billion is recorded on our Consolidated BalanceInvestment Grade (1) 43% 52%
Sheets.Non-Investment Grade 2 15

Immediately preceding the EDF transaction, our GlobalNot Rated 55 33
Commodities operation entered into long term PPA agreements(1) Includes counterparties with an investment grade rating by at
with CENG, creating a counterparty exposure (net of payablesleast one of the major credit rating agencies. If split rating
owed) exceeding 10% of our total credit exposure. We discussexists, the lower rating is used.
our counterparty credit risk in more detail in Note 1 to
Consolidated Financial Statements. Other than the exposure toOur exposure to ‘‘Not Rated’’ counterparties was
CENG, no single counterparty concentration comprises more$1.5 billion at December 31, 2009 and December 31, 2008.
than 10% of the total exposures recorded on our ConsolidatedMany of our not rated counterparties are considered
Balance Sheets as of December 31, 2009.investment grade equivalent based on our internal credit ratings.

Due to volatility in the prices of energy commodities andWe utilize internal credit ratings to evaluate the creditworthiness
derivatives, the market value of contractual positions withof our wholesale customers, including those companies that do
individual counterparties could exceed established credit limits ornot have public credit ratings. Based on internal credit ratings,
collateral provided by those counterparties. If such aapproximately $1.2 billion or 81% of the exposure to unrated
counterparty were then to fail to perform its obligations undercounterparties was rated investment grade equivalent at
its contract (for example, fail to deliver the power our GlobalDecember 31, 2009 and approximately $0.9 billion or 60% was
Commodities operation had contracted for), we could incur arated investment grade equivalent at December 31, 2008. The
loss that could have a material impact on our financial results.following table provides the breakdown of the credit quality of

If a counterparty were to default and we were to liquidateour wholesale credit portfolio based on our internal credit
all contracts with that entity, our credit loss would include theratings.
loss in value of derivative contracts recorded at fair value, the

At December 31, 2009 2008 amount owed for settled transactions, and additional payments,
if any, that we would have to make to settle unrealized losses onInvestment Grade Equivalent 88% 74%
accrual contracts. In addition, if a counterparty were to defaultNon-Investment Grade Equivalent 12 26
under an accrual contract that is currently favorable to us, we
may recognize a material adverse impact in our results in the

Our total exposure, net of collateral, to counterparties future delivery period to the extent that we are required to
across our entire wholesale portfolio is $2.8 billion as of replace the contract that is in default with another contract at
December 31, 2009. The top ten counterparties account for current market prices. These potential losses would be limited to
approximately 52% of our total exposure with approximately 5% the extent that the in-the-money amount exceeded any credit
of that exposure being non-investment grade. mitigants such as cash, letters of credit, or parental guarantees

If a counterparty were to default on its contractual supporting the counterparty obligation.
obligations and we were to liquidate transactions with that We also enter into various wholesale transactions through
entity, our potential credit loss would include all forward and ISOs. These ISOs are exposed to counterparty credit risks. Any
settlement exposure plus any additional costs related to losses relating to counterparty defaults impacting the ISOs are
termination and replacement of the positions. This would allocated to and borne by all other market participants in the
include contracts accounted for using the mark-to-market, ISO. These ISOs have established credit policies and practices to
hedge, and accrual accounting methods, the amount owed or mitigate the exposure of counterparty credit risks. As a market
due from settled transactions, less any collateral held from the participant, we continuously assess our exposure to the credit
counterparty. In addition, if a counterparty were to default risks of each ISO.
under an accrual contract that is currently favorable to us, we BGE is exposed to wholesale credit risk of its suppliers for
may recognize a material adverse impact on our results in the electricity and gas to serve its retail customers. BGE may receive
future delivery period to the extent that we are required to performance assurance collateral to mitigate electricity suppliers’
replace the contract that is in default with another contract at credit risks in certain circumstances. Performance assurance
current market prices. To reduce our credit risk with collateral is designed to protect BGE’s potential exposure over
counterparties, we attempt to enter into agreements that allow the term of the supply contracts and will fluctuate to reflect
us to obtain collateral on a contingent basis, seek third party changes in market prices. In addition to the collateral provisions,
guarantees of the counterparty’s obligation, and enter into there are supplier ‘‘step-up’’ provisions, where other suppliers can
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step in if the early termination of a full-requirements service errors, and computer systems malfunctions. In addition, we may
agreement with a supplier should occur, as well as specific also be subject to disruptions in our operating systems arising
mechanisms for BGE to otherwise replace defaulted supplier from events that are wholly or partially beyond our control, such
contracts. All costs incurred by BGE to replace the supply as natural disasters, acts of terrorism, and computer viruses,
contract are to be recovered from the defaulting supplier or from which may give rise to losses in service to customers and/or
customers through rates. monetary losses to us.

We own, have direct and indirect ownership interests in,
and/or operate a number of power generation facilities, whichRetail Credit Risk
utilize a diverse mix of fuel sources to include coal, gas, oil,We are exposed to retail credit risk through our competitive
hydro, biomass, and nuclear. We are exposed to risk resultingelectricity and natural gas supply activities, which serve
from generating plants not being available to produce energycommercial and industrial companies and governmental entities,
and the risks related to physical delivery of energy to meet ourand through BGE’s electricity and natural gas distribution
customers’ needs. If one or more of our generating facilities isoperations. Retail credit risk results when customers default on
not able to produce electricity when required due to operationaltheir contractual obligations or fail to pay for service rendered.
factors, we may have to forego sales opportunities or fulfill fixed-This risk represents the loss that may be incurred due to the
price sales commitments through the operation of other morenonpayment of customer accounts receivable balances, as well as
costly generating facilities or through the purchase of energy inthe loss from the resale of energy previously committed to serve
the wholesale market at higher prices. We purchase electricitycustomers of our nonregulated retail businesses.
from generating facilities we do not own. If one or more ofRetail credit risk is managed through established credit
those generating facilities were unable to produce electricity dueapproval policies, monitoring customer exposures, and the use of
to operational factors, we may be forced to purchase electricitycredit mitigation measures such as letters of credit or
in the wholesale market at higher prices. This could have aprepayment arrangements. In addition, we have taken steps to
material adverse impact on our financial results.augment our credit staff in response to current economic

CENG, an entity in which we own a 50.01% membershipconditions.
interest, owns nuclear plants. These nuclear plants produceRetail credit quality is dependent on the economy and the
electricity at a relatively low marginal cost. Nine Mile Pointability of our customers to manage through unfavorable
Unit 2 and the Ginna facility sell approximately 90% of theireconomic cycles and other market changes. If the business
respective output under unit-contingent power purchaseenvironment were to be negatively affected by changes in
agreements (CENG has no obligation to provide power if theeconomic or other market conditions, our retail credit risk may
units are not available) to the previous owners. However, if anbe adversely impacted.
unplanned outage were to occur at Calvert Cliffs during periodsOur retail credit portfolio is diversified with no significant
when demand was high, CENG may have to purchasecompany, geographic, or industry concentrations. In 2008,
replacement power at potentially higher prices to meet theirreserve levels had been increased across our retail businesses due
obligations, which could have a material adverse impact onto indicators of deteriorating credit quality and macroeconomic
CENG’s and our financial results.slowdown. In the first half of 2009, the overall incidence of

We are exposed to the risk that available sources of supplycustomer bankruptcies increased, but had moderated to more
may differ from the amount of power demanded by ourhistoric levels by year end. Sectors most susceptible to financial
customers under fixed-price load-serving contracts. Duringstress were concentrated in consumer cyclical industries and
periods of high demand, our power supplies may be insufficientcommercial real estate. As a result, we have increased our reserve
to serve our customers’ needs and could require us to purchaselevels accordingly. We have also augmented our credit risk
additional energy at higher prices. Alternatively, during periodsorganization with a dedicated credit workout function.
of low demand, our electricity supplies may exceed ourBGE is subject to retail credit risk associated with both the
customers’ needs and could result in us selling that excess energydelivery portion of a customer’s bill as well as on the
at lower prices. Either of those circumstances could have auncollectible expense or credit risk from the gas and/or electric
negative impact on our financial results.commodity portion of the bills of those customers to whom

We are also exposed to variations in the prices and requiredBGE sells the gas and electric commodity. Although both BGE’s
volumes of natural gas, oil, and coal we burn at our powerdelivery and commodity rates include some level of costs for
plants to generate electricity. Therefore, high commodity pricesuncollectible customer accounts receivable expenses, full recovery
increase the impact of generator outages and variable load, butis contingent on amounts approved by the Maryland PSC in
as long as the electricity and fuel prices move in tandem, wecustomer rates and, therefore is not guaranteed and BGE is
have limited exposure to changing commodity prices. Duringexposed to these potential losses and related carrying costs.
periods of high demand on our generation assets, our fuel
supplies may be insufficient and could require us to procureOperational Risk
additional fuel at higher prices. Alternatively, during periods ofOperational risk is the risk associated with human error or a
low demand on our generation assets, our fuel supplies mayfailure of our processes and systems, or external factors. We are
exceed our needs, and could result in us selling the excess fuelsexposed to many types of operational risks, including the risk of

fraud by employees or outsiders, clerical and record-keeping
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at lower prices. Either of these circumstances will have a negative short-term and long-term horizon. Contingent uses of liquidity
impact on our financial results. are determined by stress-testing our portfolio using a simulation

of extreme, adverse price stresses and measuring their combined
impact on collateral needs and on cash flows related to lossesFunding Liquidity Risk
due to market and credit risk. Liquidity stresses related toFunding liquidity risk relates to the ability to fund current and
operational risks (weather, plant outages) and other business risksfuture obligations of the company given variability in collateral
not directly linked to price moves are assessed on a regular basisrequirements as well as variability around working capital
using scenario analysis. Results of the liquidity assessment arerequirements and other cash flows that may affect our liquidity.
shared regularly with senior management.To assess funding liquidity risk, we distinguish between sources

Liquidity risk assessment has been integrated into ourand uses of liquidity. Sources of liquidity include projected net
strategic planning process. Expected and contingent fundingavailable cash, the unused capacity available from our credit
needs implied by the business plans of our various business unitsfacilities, and any availability under the EDF put arrangement
are first aggregated and compared to available liquidity sourcesthrough December 31, 2010. Uses include expected and
over the planning horizon. Capital and liquidity sources are thencontingent collateral requirements as well as any unexpected
allocated to business units based on their business plans, takingvariation of cash flows from projected levels. We define
into account the cost of providing liquidity. We believe that thiscontingent requirements to be any incremental or decremental
integrated view on sources and uses of liquidity allows us torequirements to expected requirement levels.
ensure proper funding of the business in accordance with ourTo manage liquidity risk, we quantify sources of liquidity
business plan.and the expected and contingent uses of liquidity both over a

Item 7A. Quantitative and Qualitative Disclosures about Market Risk
The information required by this item with respect to market risk is set forth in Item 7 of Part II of this Form 10-K under the
heading Risk Management.
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Item 8. Financial Statements and Supplementary Data

REPORTS  OF  MANAGEMENT

Financial Statements Constellation Energy’s internal control over financial reporting as
The management of Constellation Energy Group, Inc. and of December 31, 2009, as stated in their report on the next
Baltimore Gas and Electric Company (the ‘‘Companies’’) is page.
responsible for the information and representations in the
Companies’ financial statements. The Companies prepare the
financial statements in accordance with accounting principles
generally accepted in the United States of America based upon

Mayo A. Shattuck III Jonathan W. Thayer
available facts and circumstances and management’s best

Chairman of the Board, Senior Vice President and Chief
estimates and judgments of known conditions.

President and Chief Executive Financial Officer
PricewaterhouseCoopers LLP, an independent registered

Officer
public accounting firm, has audited the financial statements and
expressed their opinion on them. They performed their audit in

Management’s Report on Internal Control Over Financialaccordance with the standards of the Public Company
Reporting—Baltimore Gas and Electric CompanyAccounting Oversight Board (United States).
The management of Baltimore Gas and Electric CompanyThe Audit Committee of the Board of Directors, which
(BGE), under the direction of its principal executive officer andconsists of four independent Directors, meets periodically with
principal financial officer, is responsible for establishing andmanagement, internal auditors, and PricewaterhouseCoopers LLP
maintaining adequate internal control over financial reporting asto review the activities of each in discharging their
defined in Exchange Act Rule 13a-15(f ).responsibilities. The internal audit staff and

BGE’s system of internal control over financial reporting isPricewaterhouseCoopers LLP have free access to the Audit
designed to provide reasonable assurance to BGE’s managementCommittee.
and Board of Directors regarding the reliability of financial
reporting and the preparation of financial statements for external

Management’s Report on Internal Control Over Financial
purposes in accordance with generally accepted accounting

Reporting—Constellation Energy Group, Inc.
principles in the United States of America.

The management of Constellation Energy Group, Inc.
The management of BGE conducted an evaluation of the

(Constellation Energy), under the direction of its principal
effectiveness of BGE’s internal control over financial reporting

executive officer and principal financial officer, is responsible for
using the framework in Internal Control—Integrated Framework

establishing and maintaining adequate internal control over
issued by the Committee of Sponsoring Organizations of the

financial reporting as defined in Exchange Act Rule 13a-15(f ).
Treadway Commission (COSO). As noted in the COSO

Constellation Energy’s system of internal control over
framework, an internal control system, no matter how well

financial reporting is designed to provide reasonable assurance to
conceived and operated, can provide only reasonable, not

Constellation Energy’s management and Board of Directors
absolute, assurance to management and the Board of Directors

regarding the reliability of financial reporting and the
regarding achievement of an entity’s financial reporting

preparation of financial statements for external purposes in
objectives. Based upon the evaluation under this framework,

accordance with generally accepted accounting principles in the
management concluded that BGE’s internal control over

United States of America.
financial reporting was effective as of December 31, 2009.

The management of Constellation Energy conducted an
This annual report does not include an attestation report of

evaluation of the effectiveness of Constellation Energy’s internal
BGE’s independent registered public accounting firm regarding

control over financial reporting using the framework in Internal
internal control over financial reporting. Management’s report

Control—Integrated Framework issued by the Committee of
was not subject to attestation by BGE’s independent registered

Sponsoring Organizations of the Treadway Commission
public accounting firm pursuant to temporary rules of the

(COSO). As noted in the COSO framework, an internal control
Securities and Exchange Commission that permit BGE, as a

system, no matter how well conceived and operated, can provide
non-accelerated filer, to provide only management’s report in this

only reasonable, not absolute, assurance to management and the
annual report.

Board of Directors regarding achievement of an entity’s financial
reporting objectives. Based upon the evaluation under this
framework, management concluded that Constellation Energy’s
internal control over financial reporting was effective as of

Kenneth W. DeFontes, Jr. Kevin W. HadlockDecember 31, 2009.
President and Chief Executive Senior Vice President and ChiefPricewaterhouseCoopers LLP, an independent registered
Officer Financial Officerpublic accounting firm, has audited the effectiveness of
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REPORTS  OF  INDEPENDENT  REGISTERED  PUBLIC  ACCOUNTING  FIRM

To the Board of Directors and Shareholders of changed its method of accounting for the measurement of fair
Constellation Energy Group, Inc. value and classifying certain collateral balances. As discussed in
In our opinion, the consolidated financial statements listed in Note 1 to the consolidated financial statements, in 2007 the
the index appearing under Item 15(a) (1) present fairly, in all Company changed its method of accounting for uncertain tax
material respects, the financial position of Constellation Energy positions.
Group, Inc. and its subsidiaries (the Company) at December 31, A company’s internal control over financial reporting is a
2009 and 2008, and the results of their operations and their process designed to provide reasonable assurance regarding the
cash flows for each of the three years in the period ended reliability of financial reporting and the preparation of financial
December 31, 2009 in conformity with accounting principles statements for external purposes in accordance with generally
generally accepted in the United States of America. In addition, accepted accounting principles. A company’s internal control
in our opinion, the financial statement schedule listed in the over financial reporting includes those policies and procedures
index appearing under Item 15(a) (2) presents fairly, in all that (i) pertain to the maintenance of records that, in reasonable
material respects, the information set forth therein when read in detail, accurately and fairly reflect the transactions and
conjunction with the related consolidated financial statements. dispositions of the assets of the company; (ii) provide reasonable
Also in our opinion, the Company maintained, in all material assurance that transactions are recorded as necessary to permit
respects, effective internal control over financial reporting as of preparation of financial statements in accordance with generally
December 31, 2009, based on criteria established in Internal accepted accounting principles, and that receipts and
Control—Integrated Framework issued by the Committee of expenditures of the company are being made only in accordance
Sponsoring Organizations of the Treadway Commission with authorizations of management and directors of the
(COSO). The Company’s management is responsible for these company; and (iii) provide reasonable assurance regarding
financial statements and financial statement schedule, for prevention or timely detection of unauthorized acquisition, use,
maintaining effective internal control over financial reporting or disposition of the company’s assets that could have a material
and for its assessment of the effectiveness of internal control over effect on the financial statements.
financial reporting, included in Management’s Report on Because of its inherent limitations, internal control over
Internal Control Over Financial Reporting appearing under financial reporting may not prevent or detect misstatements.
Item 8. Our responsibility is to express opinions on these Also, projections of any evaluation of effectiveness to future
financial statements, on the financial statement schedule, and on periods are subject to the risk that controls may become
the Company’s internal control over financial reporting based on inadequate because of changes in conditions, or that the degree
our integrated audits. We conducted our audits in accordance of compliance with the policies or procedures may deteriorate.
with the standards of the Public Company Accounting Oversight We have also previously audited, in accordance with the
Board (United States). Those standards require that we plan and standards of the Public Company Accounting Oversight Board
perform the audits to obtain reasonable assurance about whether (United States), the consolidated balance sheets of Constellation
the financial statements are free of material misstatement and Energy Group, Inc. and its subsidiaries as of December 31,
whether effective internal control over financial reporting was 2007, 2006 and 2005, and the related consolidated statements
maintained in all material respects. Our audits of the financial of income (loss), cash flows, and common shareholders’ equity
statements included examining, on a test basis, evidence and comprehensive income (loss) for the years ended
supporting the amounts and disclosures in the financial December 31, 2006 and 2005 (none of which are presented
statements, assessing the accounting principles used and herein); and we expressed unqualified opinions on those
significant estimates made by management, and evaluating the consolidated financial statements. In our opinion, the
overall financial statement presentation. Our audit of internal information set forth in the Summary of Operations and
control over financial reporting included obtaining an Summary of Financial Condition of Constellation Energy
understanding of internal control over financial reporting, Group, Inc. and its subsidiaries included in the Selected
assessing the risk that a material weakness exists, and testing and Financial Data appearing under Item 6 for each of the five years
evaluating the design and operating effectiveness of internal in the period ended December 31, 2009, is fairly stated, in all
control based on the assessed risk. Our audits also included material respects, in relation to the consolidated financial
performing such other procedures as we considered necessary in statements from which it has been derived.
the circumstances. We believe that our audits provide a
reasonable basis for our opinions.

As discussed in Note 1 to the consolidated financial
PricewaterhouseCoopers LLPstatements, in 2009 the Company changed its method of
Baltimore, Marylandpresenting noncontrolling interests. As discussed in Note 13 to
February 26, 2010the consolidated financial statements, in 2008 the Company
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To Board of Directors and Shareholder of Baltimore Gas and As discussed in Note 1 to the consolidated financial
Electric Company statements, in 2009 the Company changed its method of
In our opinion, the consolidated financial statements listed in presenting noncontrolling interests. As discussed in Note 13 to
the index appearing under Item 15(a) (1) present fairly, in all the consolidated financial statements, in 2008 the Company
material respects, the financial position of Baltimore Gas and changed its method of accounting for the measurement of fair
Electric Company and its subsidiaries (the Company) at value. As discussed in Note 1 to the consolidated financial
December 31, 2009 and 2008, and the results of their statements, in 2007 the Company changed its method of
operations and their cash flows for each of the three years in the accounting for uncertain tax positions.
period ended December 31, 2009 in conformity with accounting We have also previously audited, in accordance with the
principles generally accepted in the United States of America. In standards of the Public Company Accounting Oversight Board
addition, in our opinion, the financial statement schedule listed (United States), the consolidated balance sheets of Baltimore Gas
in the index appearing under Item 15(a) (2) presents fairly, in all and Electric Company and its subsidiaries as of December 31,
material respects, the information set forth therein when read in 2007, 2006 and 2005, and the related consolidated statements
conjunction with the related consolidated financial statements. of income and cash flows for the years ended December 31,
These financial statements and financial statement schedule are 2006 and 2005 (none of which are presented herein); and we
the responsibility of the Company’s management. Our expressed unqualified opinions on those consolidated financial
responsibility is to express an opinion on these financial statements. In our opinion, the information set forth in the
statements and financial statement schedule based on our audits. Summary of Operations and Summary of Financial Condition of
We conducted our audits of these statements in accordance with Baltimore Gas and Electric Company and its subsidiaries
the standards of the Public Company Accounting Oversight included in the Selected Financial Data appearing under Item 6
Board (United States). Those standards require that we plan and for each of the five years in the period ended December 31,
perform the audit to obtain reasonable assurance about whether 2009, is fairly stated, in all material respects, in relation to the
the financial statements are free of material misstatement. An consolidated financial statements from which it has been derived.
audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by

PricewaterhouseCoopers LLPmanagement, and evaluating the overall financial statement
Baltimore, Marylandpresentation. We believe that our audits provide a reasonable
February 26, 2010basis for our opinion.
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CONSOLIDATED  STATEMENTS  OF  INCOME  (LOSS)

Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

Year Ended December 31, 2009 2008 2007

(In millions, except per share amounts)
Revenues

Nonregulated revenues $12,024.3 $16,057.6 $17,786.5
Regulated electric revenues 2,820.7 2,679.5 2,455.6
Regulated gas revenues 753.8 1,004.8 943.0

Total revenues 15,598.8 19,741.9 21,185.1

Expenses
Fuel and purchased energy expenses 11,135.6 15,521.3 16,473.9
Operating expenses 2,228.0 2,378.8 2,447.4
Merger termination and strategic alternatives costs 145.8 1,204.4 —
Impairment losses and other costs 124.7 741.8 20.2
Workforce reduction costs 12.6 22.2 2.3
Depreciation, depletion, and amortization 589.1 583.2 557.8
Accretion of asset retirement obligations 62.3 68.4 68.3
Taxes other than income taxes 290.4 301.8 288.9

Total expenses 14,588.5 20,821.9 19,858.8
Equity Investment (Losses) Earnings (6.1) 76.4 8.1
Gain on Sale of Interest in CENG 7,445.6 — —
Net (Loss) Gain on Divestitures (468.8) 25.5 —

Income (Loss) from Operations 7,981.0 (978.1) 1,334.4
Gain on Sales of CEP LLC Equity — — 63.3
Other (Expense) Income (140.7) (69.5) 157.4
Fixed Charges

Interest expense 437.2 399.1 311.8
Interest capitalized and allowance for borrowed funds used during

construction (87.1) (50.0) (19.4)

Total fixed charges 350.1 349.1 292.4

Income (Loss) from Continuing Operations Before Income Taxes 7,490.2 (1,396.7) 1,262.7
Income Tax Expense (Benefit) 2,986.8 (78.3) 428.3

Income (Loss) from Continuing Operations 4,503.4 (1,318.4) 834.4
Loss from discontinued operations, net of income taxes of $1.5 — — (0.9)

Net Income (Loss) 4,503.4 (1,318.4) 833.5
Net Income (Loss) Attributable to Noncontrolling Interests and BGE

Preference Stock Dividends 60.0 (4.0) 12.0

Net Income (Loss) Attributable to Common Stock $ 4,443.4 $ (1,314.4) $ 821.5

Average Shares of Common Stock Outstanding—Basic 199.3 179.1 180.2
Average Shares of Common Stock Outstanding—Diluted 200.3 179.1 182.5

Earnings (Loss) Per Common Share from Continuing Operations—
Basic $ 22.29 $ (7.34) $ 4.56

Loss from discontinued operations — — (0.01)

Earnings (Loss) Per Common Share—Basic $ 22.29 $ (7.34) $ 4.55

Earnings (Loss) Per Common Share from Continuing Operations—
Diluted $ 22.19 $ (7.34) $ 4.51

Loss from discontinued operations — — (0.01)

Earnings (Loss) Per Common Share—Diluted $ 22.19 $ (7.34) $ 4.50

Dividends Declared Per Common Share $ 0.96 $ 1.91 $ 1.74

See Notes to Consolidated Financial Statements.
Certain prior-period amounts have been reclassified to conform with the current year’s presentation.
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CONSOLIDATED  BALANCE  SHEETS

Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

At December 31, 2009 2008

(In millions)
Assets

Current Assets
Cash and cash equivalents $ 3,440.0 $ 202.2
Accounts receivable (net of allowance for uncollectibles of $160.6 and $240.6,

respectively) 2,137.6 3,389.9
Fuel stocks 314.9 717.9
Materials and supplies 93.3 224.5
Derivative assets 639.1 1,465.0
Unamortized energy contract assets (includes $371.3 million related to CENG) 436.5 81.3
Restricted cash 27.0 1,030.5
Deferred income taxes 127.9 268.0
Other 244.4 815.5

Total current assets 7,460.7 8,194.8

Investments and Other Noncurrent Assets
Nuclear decommissioning trust funds — 1,006.3
Investment in CENG 5,222.9 —
Other investments 424.3 421.0
Regulatory assets (net) 414.4 494.7
Goodwill 25.5 4.6
Derivative assets 633.9 851.8
Unamortized energy contract assets (includes $400.9 million related to CENG) 604.7 173.1
Other 304.2 421.3

Total investments and other noncurrent assets 7,629.9 3,372.8

Property, Plant and Equipment
Nonregulated property, plant and equipment 5,784.6 8,866.2
Regulated property, plant and equipment 6,749.9 6,419.4
Nuclear fuel (net of amortization) — 443.0
Accumulated depreciation (4,080.7) (5,012.1)

Net property, plant and equipment 8,453.8 10,716.5

Total Assets $23,544.4 $22,284.1

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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CONSOLIDATED  BALANCE  SHEETS

Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

At December 31, 2009 2008

(In millions)
Liabilities and Equity

Current Liabilities
Short-term borrowings $ 46.0 $ 855.7
Current portion of long-term debt 56.9 2,591.5
Accounts payable and accrued liabilities 1,262.4 2,370.1
Customer deposits and collateral 103.3 120.3
Derivative liabilities 632.6 1,241.8
Unamortized energy contract liabilities 390.1 393.5
Accrued taxes 877.3 51.1
Accrued expenses 297.9 322.0
Other 374.2 514.2

Total current liabilities 4,040.7 8,460.2

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 3,205.5 677.0
Asset retirement obligations 29.3 987.3
Derivative liabilities 674.1 1,115.0
Unamortized energy contract liabilities 653.7 906.4
Defined benefit obligations 743.9 1,354.3
Deferred investment tax credits 32.0 44.1
Other 388.8 249.6

Total deferred credits and other noncurrent liabilities 5,727.3 5,333.7

Long-term Debt, Net of Current Portion 4,814.0 5,098.7

Equity
Common shareholders’ equity 8,697.1 3,181.4
BGE preference stock not subject to mandatory redemption 190.0 190.0
Noncontrolling interests 75.3 20.1

Total equity 8,962.4 3,391.5

Commitments, Guarantees, and Contingencies (see Note 12)

Total Liabilities and Equity $23,544.4 $22,284.1

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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CONSOLIDATED  STATEMENTS  OF  CASH  FLOWS

Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

Year Ended December 31, 2009 2008 2007

(In millions)
Cash Flows From Operating Activities

Net income (loss) $ 4,503.4 $(1,318.4) $ 833.5
Adjustments to reconcile to net cash provided by operating activities

Depreciation, depletion, and amortization 589.1 583.2 557.8
Amortization of nuclear fuel 117.9 123.9 114.3
Amortization of energy contracts and derivatives designated as hedges (138.4) (256.3) (222.9)
All other amortization 135.7 40.5 11.2
Accretion of asset retirement obligations 62.3 68.4 68.3
Deferred income taxes 1,846.9 (122.8) 226.2
Investment tax credit adjustments (12.1) (6.4) (6.7)
Deferred fuel costs 68.9 52.0 (248.0)
Defined benefit obligation expense 85.3 99.6 111.8
Defined benefit obligation payments (372.5) (120.4) (165.4)
Merger termination and strategic alternatives costs 128.2 541.8 —
Workforce reduction costs 12.6 22.2 2.3
Impairment losses and other costs 124.7 741.8 20.2
Impairment losses on nuclear decommissioning trust assets 62.6 165.0 8.5
Gain on sale of 49.99% membership interest in CENG (7,445.6) — —
Gains on sale of CEP LLC equity — — (63.3)
Loss (gain) on divestitures 468.8 (38.1) —
Gains on termination of contracts — (73.1) —
Accrual of BGE residential customer credit 112.4 — —
Equity in earnings of affiliates less than dividends received 15.5 6.3 45.3
Derivative contracts classified as financing activities 1,138.3 (107.2) 32.2
Changes in working capital

Accounts receivable, excluding margin 543.3 606.7 (664.2)
Derivative assets and liabilities, excluding collateral 425.3 (757.9) (138.2)
Net collateral and margin 1,522.8 (960.3) 49.6
Materials, supplies, and fuel stocks 220.6 (33.5) (66.4)
Other current assets 217.2 (95.4) (18.5)
Accounts payable and accrued liabilities (1,105.0) (225.8) 448.8
Liability for unrecognized tax benefits 102.1 79.7 71.9
Other current liabilities 788.8 (238.1) (14.0)

Other 171.7 (38.5) (53.3)

Net cash provided by (used in) operating activities 4,390.8 (1,261.1) 941.0

Cash Flows From Investing Activities
Investments in property, plant and equipment (1,529.7) (1,934.1) (1,295.7)
Asset acquisitions and business combinations, net of cash acquired (41.1) (315.3) (347.5)
Investments in nuclear decommissioning trust fund securities (385.2) (440.6) (659.5)
Proceeds from nuclear decommissioning trust fund securities 366.5 421.9 650.7
Investments in joint ventures (201.6) — —
Issuances of loans receivable — — (19.0)
Proceeds from sale of 49.99% membership interest in CENG 3,528.7 — —
Proceeds from sales of investments and other assets 88.3 446.3 13.9
Contract and portfolio acquisitions (2,153.7) — (474.2)
Decrease (increase) in restricted funds 1,003.3 (942.8) (109.9)
Other 0.1 21.7 (45.3)

Net cash provided by (used in) investing activities 675.6 (2,742.9) (2,286.5)

Cash Flows From Financing Activities
Net (maturity) issuance of short-term borrowings (809.7) 813.7 14.0
Proceeds from issuance of common stock 33.9 17.6 65.1
Proceeds from issuance of long-term debt 136.1 3,211.4 698.2
Common stock dividends paid (228.0) (336.3) (306.0)
Reacquisition of common stock — (16.2) (409.5)
BGE preference stock dividends paid (13.2) (13.2) (13.2)
Proceeds from contract and portfolio acquisitions 2,263.1 — 847.8
Repayment of long-term debt (1,986.8) (577.4) (745.3)
Derivative contracts classified as financing activities (1,138.3) 107.2 (32.2)
Debt and credit facility costs (98.4) (104.8) —
Other 12.7 8.3 33.4

Net cash (used in) provided by financing activities (1,828.6) 3,110.3 152.3

Net Increase (Decrease) in Cash and Cash Equivalents 3,237.8 (893.7) (1,193.2)
Cash and Cash Equivalents at Beginning of Year 202.2 1,095.9 2,289.1

Cash and Cash Equivalents at End of Year $ 3,440.0 $ 202.2 $ 1,095.9

Other Cash Flow Information:
Cash paid during the year for:

Interest (net of amounts capitalized) $ 369.5 $ 341.4 $ 291.8
Income taxes $ 57.1 $ 119.2 $ 282.4

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS’ EQUITY AND COMPREHENSIVE INCOME (LOSS)

Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies
Accumulated

Other
Retained Comprehensive Noncontrolling TotalCommon Stock

Years Ended December 31, 2009, 2008, and 2007 Shares Amount Earnings Loss Interests Amount

(Dollar amounts in millions, number of shares in thousands)
Balance at December 31, 2006 180,519 $ 2,738.6 $ 3,474.3 $ (1,603.6) $284.5 $ 4,893.8
Decrease in noncontrolling interests from deconsolidation (74.1) (74.1)

Comprehensive Income
Net income 821.5 12.0 833.5
Other comprehensive income

Hedging instruments:
Reclassification of net losses on hedging instruments from

OCI to net income, net of taxes of $(682.3) 1,124.8 1,124.8
Net unrealized loss on hedging instruments, net of taxes of

$408.2 (671.1) (671.1)
Available-for-sale securities:

Reclassification of net gains on securities from OCI to net
income, net of taxes of $1.0 (1.6) (1.6)

Net unrealized gain on securities, net of taxes of $(25.5) 26.5 26.5
Defined benefit plans:

Net gain arising during period, net of taxes of $(7.8) 11.6 11.6
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit
cost, net of taxes of $(15.9) 24.6 24.6

Net unrealized gain on foreign currency translation, net of
taxes of $(1.8) 7.0 7.0

Other (10.8) (10.8)

Total Comprehensive Income 821.5 511.0 12.0 1,344.5
Effect of adoption of uncertain tax position accounting standard (7.3) (7.3)
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($1.74 per share) (368.4) (368.4)
Common stock issued and share-based awards 1,789 184.2 184.2
Common stock purchased (1,847) (159.5) (159.5)
Common stock purchased and retired (2,024) (250.0) (250.0)
Other (0.6) (0.6)

Balance at December 31, 2007 178,437 2,513.3 3,919.5 (1,092.6) 209.2 5,549.4
Increase in noncontrolling interests from consolidation of a VIE 18.1 18.1

Comprehensive Loss
Net loss (1,314.4) (4.0) (1,318.4)
Other comprehensive loss

Hedging instruments:
Reclassification of net losses on hedging instruments from

OCI to net income, net of taxes of $(120.2) 200.6 200.6
Net unrealized loss on hedging instruments, net of taxes of

$561.6 (875.3) (875.3)
Available-for-sale securities:

Reclassification of net losses on securities from OCI to net
income, net of taxes of $(79.1) 81.7 81.7

Net unrealized losses on securities, net of taxes of 189.8 (197.5) (197.5)
Defined benefit plans:

Prior service cost arising during period, net of taxes of
$4.9 (7.2) (7.2)

Net loss arising during period, net of taxes of $229.2 (339.9) (339.9)
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit
cost, net of taxes of $(14.9) 21.3 21.3

Net unrealized loss on foreign currency translation, net of
taxes of $0.1 (3.1) (3.1)

Other 0.2 0.2

Total Comprehensive Loss (1,314.4) (1,119.2) (4.0) (2,437.6)
Effect of adoption of fair value measurement accounting standard 0.9 0.9
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($1.91 per share) (341.3) (341.3)
Common stock issued and share-based awards * 21,406 667.3 (35.8) 631.5
Common stock purchased (200) (16.1) (16.1)
Common stock purchased and retired (514) — —
Other (0.2) (0.2)

Balance at December 31, 2008 199,129 3,164.5 2,228.7 (2,211.8) 210.1 3,391.5

* Includes 19,897.3 million shares issued to MidAmerican Energy Holdings Company.

Certain prior-period amounts have been reclassified to conform with the current period’s presentation.
See Notes to Consolidated Financial Statements.

continued on next page
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Accumulated
Other

Retained Comprehensive Noncontrolling TotalCommon Stock
Years Ended December 31, 2009, 2008, and 2007 Shares Amount Earnings Loss Interests Amount

(Dollar amounts in millions, number of shares in thousands)
Balance at December 31, 2008 199,129 $ 3,164.5 $ 2,228.7 $ (2,211.8) $210.1 $ 3,391.5
Contribution from noncontrolling interest 8.0 8.0
Other noncontrolling interest activity 0.4 0.4

Comprehensive Income
Net income 4,443.4 60.0 4,503.4
Other comprehensive income

Hedging instruments:
Reclassification of net losses on hedging instruments from

OCI to net income, net of taxes of $(898.5) 1,499.4 1,499.4
Net unrealized loss on hedging instruments, net of taxes of

$251.2 (474.7) (474.7)
Available-for-sale securities:

Reclassification of net losses on securities from OCI to net
income, net of taxes of $(24.6) 25.4 25.4

Net unrealized gains on securities, net of taxes of $(78.2) 77.7 77.7
Defined benefit plans:

Prior service cost arising during period, net of taxes of
$1.0 (1.5) (1.5)

Net gains arising during period, net of taxes of $(23.9) 26.9 26.9
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit
cost, net of taxes of $(19.8) 30.3 30.3

Deconsolidation of CENG joint venture:
Net unrealized gains on nuclear decommissioning trust

funds, net of taxes of $125.3 (125.3) (125.3)
Net unrealized losses on defined benefit plans, net of taxes

of $(94.6) 138.0 138.0
Net unrealized gains on foreign currency translation, net of

taxes of $(2.7) 7.1 7.1
Other comprehensive income—equity investment in CENG,

net of taxes of $(11.7) 12.9 12.9
Other comprehensive income related to other equity method

investees, net of taxes of $(1.3) 2.1 2.1

Total Comprehensive Income 4,443.4 1,218.3 60.0 5,721.7
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($0.96 per share) (192.2) (192.2)
Common stock issued and share-based awards 1,856 65.1 (18.9) 46.2

Balance at December 31, 2009 200,985 $3,229.6 $ 6,461.0 $ (993.5) $265.3 $ 8,962.4

Certain prior-period amounts have been reclassified to conform with the current period’s presentation.
See Notes to Consolidated Financial Statements.
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CONSOLIDATED  STATEMENTS  OF  INCOME

Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

Year Ended December 31, 2009 2008 2007

(In millions)
Revenues

Electric revenues $2,820.7 $2,679.7 $2,455.7
Gas revenues 758.3 1,024.0 962.8

Total revenues 3,579.0 3,703.7 3,418.5
Expenses

Operating expenses
Electricity purchased for resale 1,217.4 1,078.1 360.8
Electricity purchased for resale from affiliate 623.5 802.0 1,139.6
Gas purchased for resale 449.9 694.5 639.8
Operations and maintenance 433.7 428.2 405.0
Operations and maintenance from affiliate 126.2 109.6 128.6
Impairment losses and other costs 20.0 — —
Workforce reduction costs — 6.4 —

Depreciation and amortization 262.1 227.9 234.2
Taxes other than income taxes 177.8 174.5 176.2

Total expenses 3,310.6 3,521.2 3,084.2

Income from Operations 268.4 182.5 334.3
Other Income 25.4 29.6 26.9
Fixed Charges

Interest expense 143.6 144.2 127.9
Allowance for borrowed funds used during construction (4.3) (4.3) (2.6)

Total fixed charges 139.3 139.9 125.3

Income Before Income Taxes 154.5 72.2 235.9
Income Taxes

Current (119.8) (18.2) (2.4)
Deferred 184.7 40.2 100.0
Investment tax credit adjustments (1.1) (1.3) (1.6)

Total income taxes 63.8 20.7 96.0

Net Income 90.7 51.5 139.9
Preference Stock Dividends 13.2 13.2 13.2

Net Income Attributable to Common Stock before Noncontrolling Interests $ 77.5 $ 38.3 $ 126.7
Net Loss (Income) Attributable to Noncontrolling Interests 7.3 — (0.1)

Net Income Attributable to Common Stock $ 84.8 $ 38.3 $ 126.6

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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CONSOLIDATED  BALANCE  SHEETS

Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

At December 31, 2009 2008

(In millions)
Assets

Current Assets
Cash and cash equivalents $ 13.6 $ 10.7
Accounts receivable (net of allowance for uncollectibles of $46.2 and $33.3,

respectively) 311.7 327.0
Accounts receivable, unbilled (net of allowance for uncollectibles of $1.0 and $0.9,

respectively) 252.7 232.3
Investment in cash pool, affiliated company 314.7 148.8
Accounts receivable, affiliated companies 15.4 4.3
Fuel stocks 73.8 143.7
Materials and supplies 31.9 38.4
Prepaid taxes other than income taxes 49.5 51.0
Regulatory assets (net) 72.5 79.7
Restricted cash 24.3 23.7
Deferred income taxes 11.2 —
Other 11.3 10.8

Total current assets 1,182.6 1,070.4

Investments and Other Assets
Regulatory assets (net) 414.4 494.7
Receivable, affiliated company 326.2 161.1
Other 98.2 131.6

Total investments and other assets 838.8 787.4

Utility Plant
Plant in service

Electric 4,772.4 4,493.7
Gas 1,260.6 1,221.1
Common 499.0 476.3

Total plant in service 6,532.0 6,191.1
Accumulated depreciation (2,318.2) (2,191.0)

Net plant in service 4,213.8 4,000.1
Construction work in progress 215.5 225.7
Plant held for future use 2.4 2.6

Net utility plant 4,431.7 4,228.4

Total Assets $ 6,453.1 $ 6,086.2

See Notes to Consolidated Financial Statements.
Certain prior-period amounts have been reclassified to conform with the current period’s presentation.
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CONSOLIDATED  BALANCE  SHEETS

Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

At December 31, 2009 2008

(In millions)
Liabilities and Equity

Current Liabilities
Short-term borrowings $ 46.0 $ 370.0
Current portion of long-term debt 56.5 90.0
Accounts payable and accrued liabilities 166.0 231.0
Accounts payable and accrued liabilities, affiliated companies 98.3 97.0
Customer deposits 76.0 72.3
Deferred income taxes — 40.2
Accrued taxes 80.2 18.8
Residential customer rate credit 112.4 —
Accrued expenses and other 96.1 98.4

Total current liabilities 731.5 1,017.7

Deferred Credits and Other Liabilities
Deferred income taxes 1,087.6 843.3
Payable, affiliated company 243.4 243.2
Deferred investment tax credits 9.5 10.6
Liability for uncertain tax positions 73.3 5.5
Other 20.0 23.1

Total deferred credits and other liabilities 1,433.8 1,125.7

Long-term Debt
Rate stabilization bonds 510.9 564.4
Other long-term debt of BGE 1,431.5 1,443.0
6.20% deferrable interest subordinated debentures due October 15, 2043 to wholly

owned BGE Capital Trust II relating to trust preferred securities 257.7 257.7
Long-term debt of nonregulated business — 25.0
Unamortized discount and premium (2.2) (2.4)
Current portion of long-term debt (56.5) (90.0)

Total long-term debt 2,141.4 2,197.7

Equity
Common shareholder’s equity:
Common stock 912.2 912.2
Retained earnings 1,026.0 625.4
Accumulated other comprehensive income 0.6 0.6

Total common shareholder’s equity 1,938.8 1,538.2
Preference stock not subject to mandatory redemption 190.0 190.0
Noncontrolling interest 17.6 16.9

Total equity 2,146.4 1,745.1

Commitments, Guarantees, and Contingencies (see Note 12)

Total Liabilities and Equity $6,453.1 $6,086.2

See Notes to Consolidated Financial Statements.
Certain prior-period amounts have been reclassified to conform with the current period’s presentation.
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CONSOLIDATED  STATEMENTS  OF  CASH  FLOWS

Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

Year Ended December 31, 2009 2008 2007

(In millions)
Cash Flows From Operating Activities

Net income $ 90.7 $ 51.5 $ 139.9
Adjustments to reconcile to net cash provided by operating activities

Depreciation and amortization 262.1 227.9 234.2
Other amortization 9.2 13.2 12.5
Deferred income taxes 184.7 40.2 100.0
Investment tax credit adjustments (1.1) (1.3) (1.6)
Deferred fuel costs 68.9 52.0 (248.0)
Defined benefit plan expenses 32.7 30.6 39.8
Allowance for equity funds used during construction (8.2) (8.0) (4.9)
Accrual of residential customer rate credit 112.4 — —
Impairment losses and other costs 20.0 — —
Workforce reduction costs — 6.4 —
Changes in:

Accounts receivable (5.1) (33.1) (181.5)
Receivables, affiliated companies (11.1) (0.1) (1.7)
Materials, supplies, and fuel stocks 76.4 (40.6) 9.6
Other current assets (10.2) (4.5) 25.9
Accounts payable and accrued liabilities (65.0) 48.6 (4.9)
Accounts payable and accrued liabilities, affiliated companies 1.3 (67.5) 1.1
Other current liabilities (44.4) (11.4) 29.6
Long-term receivables and payables, affiliated companies (197.8) (45.7) (42.0)

Other 130.3 (29.1) (44.8)

Net cash provided by operating activities 645.8 229.1 63.2

Cash Flows From Investing Activities
Utility construction expenditures (excluding equity portion of allowance for funds

used during construction) (372.6) (426.4) (376.4)
Change in cash pool at parent (165.9) (70.4) (17.8)
Sales of investments and other assets — 12.9 0.8
(Increase) decrease in restricted funds (0.6) 15.5 (42.3)

Net cash used in investing activities (539.1) (468.4) (435.7)

Cash Flows From Financing Activities
Net (repayment) issuance of short-term borrowings (324.0) 370.0 —
Proceeds from issuance of long-term debt — 400.0 623.2
Repayment of long-term debt (90.0) (350.0) (124.8)
Debt issuance costs (0.5) (2.7) —
Contribution from noncontrolling interest 8.0 — —
Preference stock dividends paid (13.2) (13.2) (13.2)
Contribution from (distribution to) parent 315.9 (171.7) (106.0)

Net cash (used in) provided by financing activities (103.8) 232.4 379.2

Net Increase (Decrease) in Cash and Cash Equivalents 2.9 (6.9) 6.7
Cash and Cash Equivalents at Beginning of Year 10.7 17.6 10.9

Cash and Cash Equivalents at End of Year $ 13.6 $ 10.7 $ 17.6

Other Cash Flow Information:
Cash paid (received) during the year for:

Interest (net of amounts capitalized) $ 136.9 $ 126.6 $ 126.3
Income taxes $(250.9) $ (5.1) $ (37.6)

See Notes to Consolidated Financial Statements.
Certain prior-period amounts have been reclassified to conform with the current period’s presentation.
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Notes  to  Consolidated  Financial  Statements

1 Significant Accounting Policies

Nature of Our Business of the investee’s equity, we recognize this basis difference
Constellation Energy Group, Inc. (Constellation Energy) is an as an adjustment of our share of the investee’s earnings.
energy company that conducts its business through various The only time we do not use this method is if we can
subsidiaries including a merchant energy business and Baltimore exercise control over the operations and policies of the company.
Gas and Electric Company (BGE). Our merchant energy If we have control, accounting rules require us to use
business is a competitive provider of energy solutions for a consolidation.
variety of customers. BGE is a regulated electric transmission
and distribution utility company and a regulated gas distribution The Cost Method
utility company with a service territory that covers the City of We usually use the cost method if we hold less than a 20%
Baltimore and all or part of ten counties in central Maryland. voting interest in an investment. Under the cost method, we
We describe our operating segments in Note 3. report our investment at cost in our Consolidated Balance

This report is a combined report of Constellation Energy Sheets. We recognize income only to the extent that we receive
and BGE. References in this report to ‘‘we’’ and ‘‘our’’ are to dividends or distributions. The only time we do not use this
Constellation Energy and its subsidiaries. References in this method is when we can exercise significant influence over the
report to the ‘‘regulated business(es)’’ are to BGE. operations and policies of the company. If we have significant

influence, accounting rules require us to use the equity method.
Subsequent Event Policy
We evaluated events or transactions that occurred after Sale of Subsidiary Ownership Interests
December 31, 2009 for inclusion in these financial statements We may sell portions of our ownership interests in a subsidiary’s
through February 26, 2010, the date these financial statements stock. Through 2008, we recorded any gains or losses in our
were issued. Consolidated Statements of Income (Loss), as a component of

non-operating income. Beginning in 2009, we treat sales of
Consolidation Policy subsidiary stock as an equity transaction and do not recognize
We use three different accounting methods to report our any gains or losses on the transaction as long as we retain a
investments in our subsidiaries or other companies: controlling financial interest.
consolidation, the equity method, and the cost method. When we sell ownership interests in our subsidiaries such

that we do not retain a controlling financial interest, we
Consolidation deconsolidate that subsidiary. Upon deconsolidation, we
We use consolidation for two types of entities: recognize a gain or loss for the difference between the sum of♦ subsidiaries in which we own a majority of the voting the fair value of any consideration received and the fair value of

stock and exercise control over the operations and our retained investment and the carrying amount of the former
policies of the company, and subsidiary’s assets and liabilities.♦ variable interest entities (VIEs) for which we are the On November 6, 2009, we completed the sale of a 49.99%
primary beneficiary, which means that we have a membership interest in Constellation Energy Nuclear
controlling financial interest in a VIE. We discuss our Group LLC and affiliates (CENG), our nuclear generation and
investments in VIEs in more detail in Note 4. operation business, to EDF Group and affiliates (EDF). As a

Consolidation means that we combine the accounts of these result, we ceased to have a controlling financial interest in
entities with our accounts. Therefore, our consolidated financial CENG and deconsolidated CENG at that time. We account for
statements include our accounts, the accounts of our majority- our retained interest in CENG using the equity method. See
owned subsidiaries that are not VIEs, and the accounts of VIEs Note 2 for the gain recognized on our sale of a 49.99% interest
for which we are the primary beneficiary. We have consolidated in CENG to EDF.
three VIEs for which we are the primary beneficiary. We
eliminate all intercompany balances and transactions when we Regulation of Electric and Gas Business
consolidate these accounts. The Maryland Public Service Commission (Maryland PSC) and

the Federal Energy Regulatory Commission (FERC) provide the
The Equity Method final determination of the rates we charge our customers for our
We usually use the equity method to report investments, regulated businesses. Generally, we follow the same accounting
corporate joint ventures, partnerships, and affiliated companies policies and practices used by nonregulated companies for
where we hold approximately a 20% to 50% voting interest. financial reporting under accounting principles generally
Under the equity method, we report: accepted in the United States of America. However, sometimes

♦ our interest in the entity as an investment in our the Maryland PSC or the FERC orders an accounting treatment
Consolidated Balance Sheets, and different from that used by nonregulated companies to

♦ our percentage share of the earnings from the entity in determine the rates we charge our customers.
our Consolidated Statements of Income (Loss). If our
carrying value of the investment differs from our share
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When this happens, we and BGE must defer (include as an ‘‘Electricity purchased for resale’’ on BGE’s Consolidated
asset or liability in the Consolidated Balance Sheets and exclude Statements of Income.
from Consolidated Statements of Income (Loss)) certain ♦ We have separately presented ‘‘Operations and
regulated business expenses and income as regulatory assets and maintenance from affiliate’’ that was previously reported
liabilities. We and BGE have recorded these regulatory assets and within ‘‘Operations and maintenance’’ on BGE’s
liabilities in the Consolidated Balance Sheets. Consolidated Statements of Income.

We summarize and discuss regulatory assets and liabilities
Revenuesfurther in Note 6.
Sources of Revenue

Use of Accounting Estimates We earn revenues from the following primary business activities:
Management makes estimates and assumptions when preparing ♦ sale of energy and energy-related products, including
financial statements under accounting principles generally electricity, natural gas, and other commodities, in
accepted in the United States of America. These estimates and nonregulated markets;
assumptions affect various matters, including: ♦ providing standard offer service and delivering electricity

♦ our revenues and expenses in our Consolidated and natural gas to customers of BGE;
Statements of Income (Loss) during the reporting ♦ trading energy and energy-related commodities; and,
periods, ♦ providing other energy-related nonregulated products

♦ our assets and liabilities in our Consolidated Balance and services.
Sheets at the dates of the financial statements, and We report BGE’s revenues from standard offer service and

♦ our disclosure of contingent assets and liabilities at the delivery of electricity and natural gas to its customers as
dates of the financial statements. ‘‘Regulated electric revenues’’ and ‘‘Regulated gas revenues’’ in

These estimates involve judgments with respect to our Consolidated Statements of Income (Loss). We report all
numerous factors that are difficult to predict and are beyond other revenues as ‘‘Nonregulated revenues.’’
management’s control. As a result, actual amounts could Revenues from nonregulated activities result from contracts
materially differ from these estimates. or other sales that generally reflect market prices in effect at the

time that we executed the contract or the sale occurred. BGE’s
Reclassifications revenues from regulated activities reflect provisions of orders of
In accordance with the requirements for the reporting of the Maryland PSC and the FERC. In certain cases, these orders
noncontrolling interests, which were effective on January 1, 2009 require BGE to defer the difference between certain portions of
(see Accounting Standards Adopted section later in this note), we its actual costs and the amount presently billable to customers.
have separately presented: BGE records these differences as regulatory assets or liabilities,

♦ ‘‘Net income (loss) attributable to noncontrolling which we discuss in more detail in Note 6. We describe the
interests’’ on our, and BGE’s, Consolidated Statements effects of these orders on BGE’s revenues below.
of Income (Loss),

♦ ‘‘Noncontrolling interests’’ and ‘‘BGE Preference Stock Regulated Electric
Not Subject to Mandatory Redemption’’ as BGE provides market-based standard offer electric service to its
noncontrolling interests on our Consolidated Balance residential, commercial, and industrial customers. BGE charges
Sheets, these customers standard offer service (SOS) rates that are

♦ ‘‘Comprehensive income attributable to noncontrolling designed to recover BGE’s wholesale power supply costs and
interests, net of taxes’’ in our Statements of include an administrative fee consisting of a shareholder return
Comprehensive Income (Loss), and component and an incremental cost component. Pursuant to

♦ ‘‘BGE preference stock dividends paid’’ in the financing Senate Bill 1, the energy legislation enacted in Maryland in June
section of our Consolidated Statements of Cash Flows. 2006, BGE suspended collection of the shareholder return

We have also made the following reclassifications of prior component of the administrative fee for residential SOS service
year amounts for comparative purposes: beginning January 1, 2007 for a 10-year period. However, under

♦ We have separately presented ‘‘Equity investment (losses) an order issued by the Maryland PSC in May 2007, as of
earnings’’ that were previously reported within June 1, 2007, BGE reinstated collection of the residential return
‘‘Nonregulated revenues’’ on our Consolidated component of the SOS administration charge and began
Statements of Income (Loss). providing all residential electric customers a credit for the return

♦ We have separately presented ‘‘Accrued taxes’’ that was component of the administrative charge. As part of the
previously reported within ‘‘Accrued expenses’’ on our 2008 Maryland settlement agreement, which is discussed in
Consolidated Balance Sheets. more detail in Note 2, BGE resumed collection of the

♦ We have separately presented ‘‘Liability for uncertain tax shareholder return portion of the residential standard offer
positions’’ that was previously reported within ‘‘Other service administrative charge from June 1, 2008 through
long-term liabilities’’ on BGE’s Consolidated Balance May 31, 2010 without having to rebate it to all residential
Sheets. electric customers. BGE will cease collecting the residential

♦ We have separately presented ‘‘Electricity purchased for shareholder return component again from June 1, 2010 through
resale from affiliate’’ that was previously reported within December 31, 2016. Senate Bill 1 imposed a 15% rate cap for
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BGE residential electric customers from July 1, 2006 until We describe each of these accounting treatments below.
May 31, 2007 and gave customers the option to further delay

Accrual Accountingpaying full market rates until January 1, 2008.
Under accrual accounting, we record revenues in the periodAs part of the October 30, 2009 order from the Maryland
when we deliver energy commodities or products, renderPSC approving our transaction with EDF, BGE may file an
services, or settle contracts. We generally use accrual accountingelectric distribution case at any time beginning in January 2010
to recognize revenues for our sales of electricity, gas, coal, andand may not file a subsequent electric distribution rate case until
other commodities as part of our physical delivery activities. WeJanuary 2011. Any rate increase in the first electric distribution
enter into these sales transactions using a variety of instruments,rate case will be capped at 5%.
including non-derivative agreements, derivatives that qualify forBGE defers the difference between certain of its actual costs
and are designated as normal purchases and normal salesrelated to the electric commodity and what it collects from
(NPNS) of commodities that will be physically delivered, sales tocustomers under the commodity charge portion of SOS rates in
BGE’s customers under regulated service tariffs, and spot-marketa given period. BGE either bills or refunds its customers the
sales, including settlements with independent system operators.difference in the future.
We discuss the NPNS election later in this Note under

Regulated Gas Derivatives and Hedging Activities.
BGE charges its gas customers for the natural gas they purchase However, we also use mark-to-market accounting rather
from BGE using ‘‘gas cost adjustment clauses.’’ Under these than accrual accounting for recognizing revenue on our
clauses, BGE defers the difference between certain of its actual nonregulated retail gas customer supply activities and other
costs related to the gas commodity and what it collects from physical commodity derivatives if we have not designated those
customers under the commodity charge in a given period for contracts as NPNS.
evaluation under a market-based rates incentive mechanism. For We record accrual revenues from sales of products or
each period subject to that mechanism, BGE compares its actual services on a gross basis at the contract, tariff, or spot price
cost of gas to a market index (a measure of the market price of because we are a principal to the transaction. Accrual revenues
gas for that period) and shares the difference equally between also include certain other gains and losses that relate to these
shareholders and customers through an adjustment to the price activities or for which accrual accounting is required.
of gas service in future periods. This sharing mechanism We include in accrual revenues the effects of hedge
excludes fixed-price contracts which the Maryland PSC requires accounting for derivative contracts that qualify as hedges of our
BGE to procure for at least 10%, but not more than 20%, of sales of products or services. Substantially all of the derivatives
forecasted system supply requirements for the November through that we designate as hedges are cash flow hedges. We recognize
March period. As a condition to the October 30, 2009 order the effective portion of hedge gains or losses in revenues during
from the Maryland PSC approving our transaction with EDF, the same period in which we record the revenues from the
BGE may file a gas distribution case at any time beginning in hedged transaction. We record any hedge ineffectiveness in
January 2010 and may not file a subsequent gas distribution rate revenues when it occurs. We discuss our hedge accounting policy
case until January 2011. in the Derivatives and Hedging Activities section later in this

Note.
Selection of Accounting Treatment We may make or receive cash payments at the time we
We determine the appropriate accounting treatment for assume previously existing power sale agreements for which the
recognizing revenues based on the nature of the transaction, contract price differs from current market prices. We also may
governing accounting standards and, where required, by applying designate a derivative as NPNS after its inception. We recognize
judgment as to the most transparent presentation of the the value of these derivatives in our Consolidated Balance Sheets
economics of the underlying transactions. We utilize two as an ‘‘Unamortized energy contract’’ asset or liability. We
primary accounting treatments to recognize and report revenues amortize these assets and liabilities into revenues based on the
in our results of operations: present value of the underlying cash flows provided by the

♦ accrual accounting, including hedge accounting, and contracts.
♦ mark-to-market accounting.
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The following table summarizes the primary components of ♦ purchases of natural gas, coal, and other fuel types that
accrual revenues: we resell.

We report these costs in ‘‘Fuel and purchased energy
Activity expenses’’ in our Consolidated Statements of Income (Loss). We

Nonregulated Regulated Other also include certain fuel-related direct costs, such as ancillaryPhysical Electricity Nonregulated
services purchased from independent system operators,Component of Energy and Gas Products and

Accrual Revenues Delivery Sales Services transmission costs, brokerage fees, and freight costs in the same
category in our Consolidated Statements of Income (Loss).Gross amounts

receivable for sales of Fuel and purchased energy costs from nonregulated
products or services X X X activities result from contracts or other purchases that generally
based on contract, reflect market prices in effect at the time that we executed the
tariff, or spot price contract or the purchase occurred. BGE’s costs of electricity and

Reclassification of net gas for resale under regulated activities reflect actual costs of
gains/losses on cash purchases, adjusted to reflect provisions of orders of theX
flow hedges from Maryland PSC and the FERC. In certain cases, these orders
AOCI require BGE to defer the difference between certain portions of

Ineffective portion of its actual costs and the amount presently billable to customers.
net gains/losses on X BGE records these differences as regulatory assets or liabilities,
cash flow hedges which we discuss in more detail in Note 6. We describe the

Amortization of effects of these orders on BGE’s fuel and purchased energy
acquired energy expense below.X
contract assets or
liabilities Regulated Electric

Recovery or refund of BGE provides market-based standard offer electric service to its
deferred SOS and residential, commercial, and industrial customers. BGE charges
gas cost adjustment X these customers SOS rates that are designed to recover BGE’s
clause regulatory wholesale power supply costs and include an administrative fee
assets/liabilities

consisting of a shareholder return component and an
incremental cost component.

Mark-to-Market Accounting BGE defers the difference between certain of its actual costs
We record revenues using the mark-to-market method of related to the electric commodity and what it collects from
accounting for transactions under derivative contracts for which customers under the commodity charge portion of SOS rates in
we are not permitted, or do not elect, to use accrual accounting a given period. BGE either bills or refunds its customers the
or hedge accounting. These mark-to-market transactions difference in the future and includes amortization of the deferred
primarily relate to our risk management and trading activities, amounts in fuel and purchased energy expense. Therefore, BGE’s
our nonregulated retail gas customer supply activities, and fuel and purchased energy expense approximates the amount of
economic hedges of other accrual activities. Mark-to-market the related commodity charge included in revenues for the
revenues include: period, reflecting actual costs adjusted for the effects of the

♦ origination gains or losses on new transactions, regulatory deferral mechanism.
♦ unrealized gains and losses from changes in the fair

value of open contracts, Regulated Gas
♦ net gains and losses from realized transactions, and BGE charges its gas customers for the natural gas they purchase
♦ changes in valuation adjustments. from BGE using ‘‘gas cost adjustment clauses.’’ These clauses
Under the mark-to-market method of accounting, we include a market-based rates incentive mechanism that requires

record any inception fair value of these contracts as derivative BGE to compare its actual cost of gas to a market index (a
assets and liabilities at the time of contract execution. We record measure of the market price of gas for that period) and share the
subsequent changes in the fair value of these derivative assets difference equally between shareholders and customers. This
and liabilities on a net basis in ‘‘Nonregulated revenues’’ in our sharing mechanism excludes fixed-price contracts which the
Consolidated Statements of Income (Loss). We discuss our Maryland PSC requires BGE to procure for at least 10%, but
mark-to-market accounting policy in the Derivatives and Hedging not more than 20%, of forecasted system supply requirements
Activities section later in this Note. for the November through March period.

BGE defers the difference between the portion of its actual
Fuel and Purchased Energy Expenses gas commodity costs subject to the market-based rates incentive
Sources of Fuel and Purchased Energy Expenses mechanism and what it collects from customers under the
We incur fuel and purchased energy costs for: commodity charge in a given period. BGE either bills or refunds♦ the fuel we use to generate electricity at our power its customers the portion of this difference to which they are

plants, entitled through an adjustment to the price of gas service in♦ purchases of electricity from others, and
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future periods and includes amortization of the deferred The following table summarizes the primary components of
amounts in fuel and purchased energy expense. Therefore, BGE’s accrual purchased fuel and energy expense:
fuel and purchased energy expense approximates the amount of

Activitythe related commodity charge included in revenues for the
Component of Nonregulated Regulated Otherperiod, reflecting actual gas costs adjusted for the effects of the Accrual Fuel and Physical Electricity Nonregulated

regulatory deferral mechanism. Purchased Energy Energy and Gas Products and
Expense Delivery Sales Services

Selection of Accounting Treatment Actual costs of fuel and
X X XWe determine the appropriate accounting treatment for fuel and purchased energy

purchased energy costs based on the nature of the transaction, Reclassification of net
governing accounting standards and, where required, by applying gains/losses on cash

Xjudgment as to the most transparent presentation of the flow hedges from
economics of the underlying transactions. We utilize two AOCI
primary accounting treatments to recognize and report these Ineffective portion of
costs in our Consolidated Statements of Income (Loss): net gains/losses on X

♦ accrual accounting, including hedge accounting, and cash flow hedges
♦ mark-to-market accounting. Amortization of
We describe each of these accounting treatments below. acquired energy

X
contract assets or

Accrual Accounting liabilities
Under accrual accounting, we record fuel and purchased energy Deferral or
expenses in the period when we consume the fuel or purchase amortization of
the electricity or other commodity for resale. We use accrual deferred SOS and

Xaccounting to recognize substantially all of our fuel and gas cost adjustment
clause regulatorypurchased energy expenses as part of our physical delivery
assets/liabilitiesactivities. We make these purchases using a variety of

instruments, including non-derivative transactions, derivatives
that qualify for and are designated as NPNS, and spot-market Mark-to-Market Accounting
purchases, including settlements with independent system We record fuel and purchased energy expenses using the
operators. These transactions also include power purchase mark-to-market method of accounting for transactions under
agreements that qualify as operating leases, for which fuel and derivative contracts for which we are not permitted, or do not
purchased energy consists of both fixed capacity payments and elect, to use accrual accounting or hedge accounting in order to
variable payments based on the actual output of the plants. We match the earnings impacts of those activities to the greatest
discuss the NPNS election later in this Note under Derivatives extent permissible. These mark-to-market transactions primarily
and Hedging Activities. relate to our physical international coal purchase contracts.

In certain cases, we use mark-to-market accounting rather Mark-to-market costs include:
than accrual accounting for recognizing fuel and purchased ♦ unrealized gains and losses from changes in the fair
energy expenses on physical commodity derivatives if we have value of open contracts,
not designated those contracts as NPNS. ♦ net gains and losses from realized transactions, and

We include in accrual fuel and purchased energy expenses ♦ changes in valuation adjustments.
the effects of hedge accounting for derivative contracts that Under the mark-to-market method of accounting, we
qualify as hedges of our fuel and purchased energy costs. record any inception fair value of these contracts as derivative
Substantially all of the derivatives that we designate as hedges are assets and liabilities at the time of contract execution. We record
cash flow hedges. We recognize the effective portion of hedge subsequent changes in the fair value of these derivative assets
gains or losses in fuel and purchased energy expenses during the and liabilities on a net basis in ‘‘Fuel and purchased energy
same period in which we record the costs from the hedged expense’’ in our Consolidated Statements of Income (Loss). We
transaction. We record any hedge ineffectiveness in expense discuss our mark-to-market accounting policy in the Derivatives
when it occurs. We discuss our use of hedge accounting in the and Hedging Activities section later in this Note.
Derivatives and Hedging Activities section later in this Note.

Derivatives and Hedging ActivitiesWe may make or receive cash payments at the time we
We engage in electricity, natural gas, coal, emission allowances,assume previously existing power purchase agreements or other
and other commodity marketing and risk management activitiescontracts for which the contract price differs from current
as part of our merchant energy business. In order to manage ourmarket prices. We recognize the cash payment at inception in
exposure to commodity price fluctuations, we enter into energyour Consolidated Balance Sheets as an ‘‘Unamortized energy
and energy-related derivative contracts traded in thecontract’’ asset or liability. We amortize these assets and liabilities

into fuel and purchased energy expenses based on the present
value of the underlying cash flows provided by the contracts.

95



over-the-counter markets or on exchanges. These contracts Mark-to-Market
include: We generally apply mark-to-market accounting for risk

♦ forward physical purchase and sales contracts, management and trading activities because changes in fair value
♦ futures contracts, more closely reflect the economic performance of the activity.
♦ financial swaps, and However, we also use mark-to-market accounting for derivatives
♦ option contracts. related to the following physical energy delivery activities:
We use interest rate swaps to manage our interest rate ♦ our nonregulated retail gas customer supply activities,

exposures associated with new debt issuances, to manage our which are managed using economic hedges that we have
exposure to fluctuations in interest rates on variable rate debt, not designated as cash-flow hedges, in order to match
and to optimize the mix of fixed and floating-rate debt. We use the timing of recognition of the earnings impacts of
foreign currency swaps to manage our exposure to foreign those activities to the greatest extent permissible, and
currency exchange rate fluctuations. ♦ economic hedges of activities that require accrual

accounting for which the related hedge requires
Selection of Accounting Treatment mark-to-market accounting.
We account for derivative instruments and hedging activities in We may record origination gains associated with derivatives
accordance with several possible accounting treatments for subject to mark-to-market accounting. Origination gains
derivatives that meet all of the requirements of the accounting represent the initial fair value of certain structured transactions
standard. Mark-to-market is the default accounting treatment for that our portfolio management and trading operation executes to
all derivatives unless they qualify, and we specifically designate meet the risk management needs of our customers. Historically,
them, for one of the other accounting treatments. Derivatives transactions that result in origination gains have been unique
designated for any of the other elective accounting treatments and resulted in individually significant gains from a single
must meet specific, restrictive criteria, both at the time of transaction. We generally recognize origination gains when we
designation and on an ongoing basis. are able to obtain observable market data to validate that the

The following are permissible accounting treatments for initial fair value of the contract differs from the contract price.
derivatives:

♦ mark-to-market, Cash Flow Hedge
♦ cash flow hedge, We generally elect cash flow hedge accounting for most of the
♦ fair value hedge, and derivatives that we use to hedge market price risk for our
♦ NPNS. physical energy delivery (generation and customer supply)
Each of the accounting treatments for derivatives affects our activities because accrual accounting more closely aligns the

financial statements in substantially different ways as summarized timing of earnings recognition, cash flows, and the underlying
below: business activities. We only use fair value hedge accounting on a

limited basis.Recognition and MeasurementAccounting
We use regression analysis to determine whether we expectTreatment Balance Sheet Income Statement

a derivative to be highly effective as a cash flow hedge prior toMark-to-market ♦ Derivative asset or liability ♦ Changes in fair value
electing hedge accounting and also to determine whether allrecorded at fair value recognized in earnings
derivatives designated as cash flow hedges have been effective.Cash flow ♦ Derivative asset or liability ♦ Ineffective changes in fair

hedge recorded at fair value value recognized in We perform these effectiveness tests prior to designation for all♦ Effective changes in fair earnings new hedges and on a daily basis for all existing hedges. Wevalue recognized in ♦ Amounts in accumulated
calculate the actual amount of ineffectiveness on our cash flowaccumulated other other comprehensive

comprehensive income income reclassified to hedges using the ‘‘dollar offset’’ method, which compares
earnings when the hedged

changes in the expected cash flows of the hedged transaction toforecasted transaction
affects earnings or becomes changes in the value of expected cash flows from the hedge.
probable of not occurring We discontinue hedge accounting when our effectiveness

Fair value ♦ Derivative asset or liability ♦ Changes in fair value tests indicate that a derivative is no longer highly effective as ahedge recorded at fair value recognized in earnings
hedge; when the derivative expires or is sold, terminated or♦ Book value of hedged asset ♦ Changes in fair value of

or liability adjusted for hedged asset or liability exercised; when the hedged item matures, is sold or repaid; or
changes in its fair value recognized in earnings

when we determine that the occurrence of the hedged forecasted
NPNS ♦ Fair value not recorded ♦ Changes in fair value not transaction is not probable. When we discontinue hedge(accrual) ♦ Accounts receivable or recognized in earnings

accounting but continue to hold the derivative, we begin toaccounts payable recorded ♦ Revenue or expense
when derivative settles recognized in earnings apply mark-to-market accounting at that time.

when underlying physical
commodity is sold or
consumed NPNS

We elect NPNS accounting for derivative contracts that provide
for the purchase or sale of a physical commodity that will be
delivered in quantities expected to be used or sold over a
reasonable period in the normal course of business. Once we
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elect NPNS classification for a given contract, we do not 12 months, and noncurrent derivatives represent the portion of
subsequently change the election and treat the contract as a those cash flows expected to occur beyond 12 months. Within
derivative using mark-to-market or hedge accounting. However, each of these categories, we net all amounts due to and from
if we were to determine that a transaction designated as NPNS each counterparty under master agreements into a single net
no longer qualified for the NPNS election, we would have to asset or liability. We include fair value cash collateral amounts
record the fair value of that contract on the balance sheet at that received and posted in determining this net asset and liability
time and immediately recognize that amount in earnings. amount.

Unamortized Energy Assets and LiabilitiesFair Value
Unamortized energy contract assets and liabilities represent theWe record mark-to-market and hedge derivatives at fair value,
remaining unamortized balance of non-derivative energywhich represents an exit price for the asset or liability from the
contracts that we acquired, certain contracts which no longerperspective of a market participant. An exit price is the price at
qualify as derivatives due to the absence of a liquid market, orwhich a market participant could sell an asset or transfer a
derivatives designated as NPNS that we had previously recordedliability to an unrelated party. While some of our derivatives
as ‘‘Derivative assets or liabilities.’’ The initial amount recordedrelate to commodities or instruments for which quoted market
represents the fair value of the contract at the time ofprices are available from external sources, many other
acquisition or designation, and the balance is amortized over thecommodities and related contracts are not actively traded.
life of the contract in relation to the present value of theAdditionally, some contracts include quantities and other factors
underlying cash flows. The amortization of these values isthat vary over time. As a result, often we must use modeling
discussed in the Revenues and Fuel and Purchased Energy Expensestechniques to estimate expected future market prices, contract
sections of this Note.quantities, or both in order to determine fair value.

The prices, quantities, and other factors we use to
Credit Riskdetermine fair value reflect management’s best estimates of
Credit risk is the loss that may result from counterpartyinputs a market participant would consider. We record valuation
non-performance. We are exposed to credit risk, primarilyadjustments to reflect uncertainties associated with estimates
through our merchant energy business. We use credit policies toinherent in the determination of fair value that are not
manage our credit risk, including utilizing an established creditincorporated in market price information or other market-based
approval process, daily monitoring of counterparty limits,estimates we use to determine fair value. To the extent possible,
employing credit mitigation measures such as margin, collateralwe utilize market-based data together with quantitative methods
(cash or letters of credit) or prepayment arrangements, and usingfor both measuring the uncertainties for which we record
master netting agreements. We measure credit risk as thevaluation adjustments and determining the level of such
replacement cost for open energy commodity and derivativeadjustments and changes in those levels.
positions (both mark-to-market and accrual) plus amounts owedThe valuation adjustments we record include the following:
from counterparties for settled transactions. The replacement♦ Close-out adjustment—the estimated cost to close out
cost of open positions represents unrealized gains, less anyor sell to a third party open mark-to-market positions.
unrealized losses where we have a legally enforceable right ofThis valuation adjustment has the effect of valuing
setoff.purchase contracts at the bid price and sale contracts at

Electric and gas utilities, municipalities, cooperatives,the offer price.
generation owners, coal producers, and energy marketers♦ Unobservable input valuation adjustment—necessary
comprise the majority of counterparties underlying our assetswhen we determine fair value for derivative positions
from our wholesale marketing and risk management activities.using internally developed models that use unobservable
We held cash collateral from these counterparties totalinginputs due to the absence of observable market
$95.2 million as of December 31, 2009 and $258.3 million asinformation.
of December 31, 2008. These amounts are included in♦ Credit spread adjustment—necessary to reflect the
‘‘Customer deposits and collateral’’ in our Consolidated Balancecredit-worthiness of each customer (counterparty).
Sheets.We discuss derivatives and hedging activities as well as how

We consider a significant concentration of credit risk to bewe determine fair value in detail in Note 13.
any single obligor or counterparty whose concentration exceeds
10% of our total credit exposure. As of December 31, 2009, weBalance Sheet Netting
only had one significant counterparty concentration, CENG,We often transact with counterparties under master agreements
which comprised 25% of our total credit exposure. Thisand other arrangements that provide us with a right of setoff of
exposure is primarily related to the power purchase agreementamounts due to us and from us in the event of bankruptcy or
that we executed with CENG which has a value of $0.8 billion,default by the counterparty. We report these transactions on a
which is recorded on our balance sheet in ‘‘Unamortized energynet basis in our Consolidated Balance Sheets.
contract assets.’’ However, no collection of counterparties basedWe apply balance sheet netting separately for current and
in a single country other than the United States comprised morenoncurrent derivatives. Current derivatives represent the portion
than 10% of the total exposure of our total credit exposure.of derivative contract cash flows expected to occur within
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Equity Investment Earnings The tax effects of the temporary differences in these items are
We include equity in earnings from our investments in reported as deferred income tax assets or liabilities in our
qualifying facilities and power projects, joint ventures, and Consolidated Balance Sheets. We measure the deferred income
Constellation Energy Partners LLC (CEP) in ‘‘Equity Investment tax assets and liabilities using income tax rates that are currently
(Losses) Earnings’’ in our Consolidated Statements of Income in effect.
(Loss) in the period they are earned. ‘‘Equity Investment (Losses) A portion of our total deferred income tax liability relates
Earnings’’ also includes any adjustments to amortize the to our regulated business, but has not been reflected in the rates
difference, if any, except for goodwill, between our cost in an we charge our customers. We refer to this portion of the liability
equity method investment and our underlying equity in net as ‘‘Income taxes recoverable through future rates (net).’’ We
assets of the investee at the date of investment. have recorded that portion of the net liability as a regulatory

We consider our investments in generation-related asset in our Consolidated Balance Sheets. We discuss this further
qualifying facilities, power projects, and joint ventures to be in Note 6.
integral to our operations.

State and Local Taxes
Taxes State and local income taxes are included in ‘‘Income taxes’’ in
We summarize our income taxes in Note 10. BGE and our other our Consolidated Statements of Income (Loss).
subsidiaries record their allocated share of our consolidated
federal income tax liability using the percentage complementary Taxes Other Than Income Taxes
method specified in U.S. income tax regulations. As you read Taxes other than income taxes primarily include property and
this section, it may be helpful to refer to Note 10. gross receipts taxes along with franchise taxes and other

non-income taxes, surcharges, and fees.
Income Tax Expense BGE and our Customer Supply operations collect certain
We have two categories of income tax expense—current and taxes from customers such as sales and gross receipts taxes, along
deferred. We describe each of these below: with other taxes, surcharges, and fees that are levied by state or

♦ current income tax expense consists solely of regular tax local governments on the sale or distribution of gas and
less applicable tax credits, and electricity. Some of these taxes are imposed on the customer and

♦ deferred income tax expense is equal to the changes in others are imposed on BGE and our Customer Supply
the net deferred income tax liability, excluding amounts operations. Where these taxes, such as sales taxes, are imposed
charged or credited to accumulated other comprehensive on the customer, we account for these taxes on a net basis with
income. Our deferred income tax expense is increased or no impact to our Consolidated Statements of Income (Loss).
reduced for changes to the ‘‘Income taxes recoverable However, where these taxes, such as gross receipts taxes or other
through future rates (net)’’ regulatory asset (described surcharges or fees, are imposed on BGE or our Customer Supply
below) during the year. operations, we account for these taxes on a gross basis.

Accordingly, we recognize revenues for these taxes collected from
Tax Credits customers along with an offsetting tax expense, which are both
We defer the investment tax credits associated with our regulated included in our Consolidated Statements of Income (Loss). The
business, assets previously held by our regulated business, and taxes, surcharges, or fees that are included in revenues were as
any investment tax credits that are convertible to cash grants in follows:
our Consolidated Balance Sheets. The investment tax credits are
amortized evenly to income over the life of each property. We Year Ended December 31, 2009 2008 2007
reduce current income tax expense in our Consolidated (In millions)
Statements of Income (Loss) for the investment tax credits that Constellation Energy (including
are not convertible to cash grants and other tax credits associated BGE) $106.8 $111.7 $113.4
with our nonregulated businesses. BGE 76.8 73.2 77.0

Through December 31, 2007, we held certain investments
in facilities that manufactured solid synthetic fuel produced from

Unrecognized Tax Benefitscoal as defined under the Internal Revenue Code for which we
We adopted guidance related to the accounting for uncertaintyclaimed tax credits on our Federal income tax return. Because
in income taxes on January 1, 2007.the federal tax credit for synthetic fuel produced from coal

We recognize in our financial statements the effects ofexpired on December 31, 2007, these facilities ceased fuel
uncertain tax positions if these positions meet aproduction on that date. We recognized the tax benefit of these
‘‘more-likely-than-not’’ threshold. For those uncertain taxcredits in our Consolidated Statements of Income (Loss) when
positions that we have recognized in our financial statements, wewe believed it was highly probable that the credits will be
establish liabilities to reflect the portion of those positions wesustained.
cannot conclude are ‘‘more-likely-than-not’’ to be realized upon
ultimate settlement. These are referred to as liabilities forDeferred Income Tax Assets and Liabilities
unrecognized tax benefits. We recognize interest and penaltiesWe must report some of our revenues and expenses differently

for our financial statements than for income tax return purposes.
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related to unrecognized tax benefits in ‘‘Income tax expense’’ in fair value of liability awards each reporting period. We do not
our Consolidated Statements of Income (Loss). capitalize any portion of our stock-based compensation.

We discuss our unrecognized tax benefits in more detail in
Cash and Cash EquivalentsNote 10.
All highly liquid investments with original maturities of three

Earnings Per Share months or less are considered cash equivalents.
Basic earnings per common share (EPS) is computed by dividing

Accounts Receivable and Allowance for Uncollectiblesnet income (loss) attributable to common stock by the weighted-
Accounts receivable, which includes cash collateral posted in ouraverage number of common shares outstanding for the year.
margin account with third party brokers, are stated at theDiluted EPS reflects the potential dilution of common stock
historical carrying amount net of write-offs and allowance forequivalent shares that could occur if securities or other contracts
uncollectibles. We establish an allowance for uncollectibles basedto issue common stock were exercised or converted into
on our expected exposure to the credit risk of customers basedcommon stock.
on a variety of factors.Our dilutive common stock equivalent shares primarily

consist of stock options and other stock-based compensation
Materials, Supplies, and Fuel Stocksawards. The following table presents stock options that were not
We record our fuel stocks, emissions credits, renewable energydilutive and were excluded from the computation of diluted EPS
credits, coal held for resale, and materials and supplies at thein each period, as well as the dilutive common stock equivalent
lower of cost or market. We determine cost using the averageshares as follows:
cost method for our entire inventory.

Year Ended December 31, 2009 2008 2007
Restricted Cash

(In millions) At December 31, 2009, our restricted cash primarily includes
Non-dilutive stock options 5.1 2.6 — cash at one of our consolidated variable interest entities,
Dilutive common stock equivalent proceeds from financing for the acquisition, construction,

shares 1.0 5.5 2.3 installation and equipping of certain sewage and solid waste
As a result of the Company incurring a loss for the year ended disposal facilities at our Brandon Shores coal-fired generating
December 31, 2008, diluted common stock equivalent shares were plant in Maryland and BGE’s funds restricted for the repayment
not included in calculating diluted EPS. of the rate stabilization bonds. At December 31, 2008, restricted

cash also included the proceeds that we received on
We issued to MidAmerican Energy Holdings Company December 17, 2008 from issuance of the Series B Preferred

(MidAmerican) 19,897,322 shares of Constellation Energy’s Stock to EDF. These proceeds were restricted for payment of the
common stock upon the conversion of the Series A Preferred 14% Senior Note that was held by MidAmerican. We used these
Stock, which occurred upon the termination of the merger proceeds to repay the 14% Senior Note in January 2009.
agreement with MidAmerican on December 17, 2008. These As of December 31, 2009 and 2008, BGE’s restricted cash
additional shares impacted our earnings per share for 2009. primarily represented funds restricted for the repayment of the

rate stabilization bonds. We discuss the rate stabilization bonds
Stock-Based Compensation in more detail in Note 9.
Under our long-term incentive plans, we have granted stock
options, performance-based units, service-based units, Financial Investments
performance and service-based restricted stock, and equity to In Note 4, we summarize the financial investments that are in
officers, key employees, and members of the Board of Directors. our Consolidated Balance Sheets.
We discuss these awards in more detail in Note 14. We report our debt and equity securities at fair value, and

We recognize compensation expense for all equity-based we use either specific identification or average cost to determine
compensation awards issued to employees that are expected to their cost for computing realized gains or losses.
vest. Equity-based compensation awards include stock options,

Available-for-Sale Securitiesrestricted stock, and any other share-based payments. We
We classify our investments in trust assets securing certainrecognize compensation cost ratably or in tranches (depending if
executive benefits that are classified as available-for-sale securities.the award has cliff or graded vesting) over the period during

We include any unrealized gains (losses) on ourwhich an employee is required to provide service in exchange for
available-for-sale securities in ‘‘Accumulated other comprehensivethe award, which is typically a one to five-year period. We use a
loss’’ in our Consolidated Statements of Common Shareholders’forfeiture assumption based on historical experience to estimate
Equity and Comprehensive Income.the number of awards that are expected to vest during the

service period, and ultimately true-up the estimated expense to
Evaluation of Assets for Impairment and Other Thanthe actual expense associated with vested awards. We estimate
Temporary Decline in Valuethe fair value of stock option awards on the date of grant using
Long-Lived Assetsthe Black-Scholes option-pricing model and we remeasure the
We evaluate certain assets that have long lives (for example,
generating property and equipment and real estate) to determine
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if they are impaired when certain conditions exist. We test our we write-down the cost basis of the investment to fair value as a
long-lived assets and proved gas properties for recoverability new cost basis.
whenever events or changes in circumstances indicate that their

Goodwill and Intangible Assetscarrying amount may not be recoverable.
Goodwill is the excess of the purchase price of an acquiredWe determine if long-lived assets and proved gas properties
business over the fair value of the net assets acquired. We do notare impaired by comparing their undiscounted expected future
amortize goodwill. We evaluate goodwill for impairment at leastcash flows to their carrying amount in our accounting records.
annually or more frequently if events and circumstances indicateWe record an impairment loss if the undiscounted expected
the business might be impaired. Goodwill is impaired if thefuture cash flows are less than the carrying amount of the asset.
carrying value of the business exceeds fair value. Annually, weCash flows for long-lived assets are determined at the lowest
estimate the fair value of the businesses we have acquired usinglevel for which identifiable cash flows are largely independent of
techniques similar to those used to estimate future cash flows forthe cash flows of other assets and liabilities. Proven gas
long-lived assets as previously discussed. If the estimated fairproperties’ cash flows are determined at the field level.
value of the business is less than its carrying value, anUndiscounted expected future cash flows include risk-adjusted
impairment loss is required to be recognized to the extent thatprobable and possible reserves. We are also required to evaluate
the carrying value of goodwill is greater than its fair value. Weour equity-method and cost-method investments (for example,
amortize intangible assets with finite lives. We discuss theCENG and partnerships that own power projects) for
changes in our goodwill and intangible assets in more detail inimpairment. The standard for determining whether an
Note 5.impairment must be recorded is whether the investment has

experienced a loss in value that is considered an ‘‘other than a
Property, Plant and Equipment, Depreciation, Depletion,temporary’’ decline.
Amortization, and Accretion of Asset RetirementWe evaluate unproved gas producing properties at least
Obligations

annually to determine if they are impaired. Impairment for
We report our property, plant and equipment at its original cost,

unproved property occurs if there are no firm plans to continue
unless impaired.

drilling, lease expiration is at risk, or historical experience
Original cost includes:

necessitates a valuation allowance. ♦ material and labor,
We use our best estimates in making these evaluations and ♦ contractor costs, and

consider various factors, including forward price curves for ♦ construction overhead costs, financing costs, and costs
energy, fuel costs, legislative initiatives, and operating costs.

for asset retirement obligations (where applicable).
However, actual future market prices and project costs could

We own an undivided interest in the Keystone and
vary from those used in our impairment evaluations, and the

Conemaugh electric generating plants in Western Pennsylvania,
impact of such variations could be material.

as well as in the Conemaugh substation and transmission line
that transports the plants’ output to the joint owners’ serviceInvestments
territories. Our ownership interests in these plants are 20.99% inWe evaluate our equity-method and cost-method investments
Keystone and 10.56% in Conemaugh. These ownership interests(for example, CENG, UniStar Nuclear Energy, LLC (UNE),
represented a net investment of $339.6 million at December 31,CEP and partnerships that own power projects) to determine
2009 and $285.1 million at December 31, 2008. Each owner iswhether or not they are impaired. The standard for determining
responsible for financing its proportionate share of the plants’whether an impairment must be recorded is whether the
working funds. Working funds are used for operating expensesinvestment has experienced an ‘‘other than a temporary’’ decline
and capital expenditures. Operating expenses related to thesein value.
plants are included in ‘‘Operating expenses’’ in our ConsolidatedAdditionally, if the projects in which we hold these
Statements of Income (Loss). Capital costs related to these plantsinvestments recognize an impairment, we would record our
are included in ‘‘Nonregulated property, plant and equipment’’proportionate share of that impairment loss and would evaluate
in our Consolidated Balance Sheets.our investment for an other than temporary decline in value.

The ‘‘Nonregulated property, plant and equipment’’ in ourWe continuously monitor issues that potentially could
Consolidated Balance Sheets includes nonregulated generationimpact future profitability of our equity-method investments that
construction work in progress of $685.1 million atown geothermal, coal, hydroelectric, fuel processing projects, as
December 31, 2009 and $1,230.8 million at December 31,well as our equity investments in our nuclear joint ventures and
2008.CEP. These issues include environmental and legislative

When we retire or dispose of property, plant andinitiatives as well as events that will impact the viability of new
equipment, we remove the asset’s cost from our Consolidatednuclear development.
Balance Sheets. We charge this cost to accumulated depreciation
for assets that were depreciated under the group, straight-lineDebt and Equity Securities
method. This includes regulated property, plant and equipmentWe determine whether a decline in fair value of a debt or equity
and nonregulated generating assets. For all other assets, weinvestment below book value is other than temporary. If we
remove the accumulated depreciation and amortization amountsdetermine that the decline in fair value is other than temporary,
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from our Consolidated Balance Sheets and record any gain or retirement obligations relate primarily to asbestos removal at
loss in our Consolidated Statements of Income (Loss). certain of our generating facilities.

The costs of maintenance and certain replacements are Prior to November 6, 2009, substantially all of our total
charged to ‘‘Operating expenses’’ in our Consolidated Statements asset retirement obligation was associated with the
of Income (Loss) as incurred. decommissioning of our nuclear power plants—Calvert Cliffs

Our oil and gas exploration and production activities Nuclear Power Plant (Calvert Cliffs), Nine Mile Point Nuclear
consist of working interests in gas producing fields. We account Station (Nine Mile Point) and R. E. Ginna Nuclear Power Plant
for these activities under the successful efforts method of (Ginna). Upon the close of the transaction with EDF on
accounting. Acquisition, development, and exploration costs are November 6, 2009, we deconsolidated CENG and removed the
capitalized. Costs of drilling exploratory wells are initially asset retirement obligations associated with these nuclear power
capitalized and later charged to expense if reserves are not plants from our Consolidated Balance Sheets. Our remaining
discovered or deemed not to be commercially viable. Other asset retirement obligations are associated with our other
exploratory costs are charged to expense when incurred. generating facilities and certain other long-lived assets.

From time to time, we will perform studies to update our
Depreciation and Depletion Expense asset retirement obligations. We record a liability when we are
We compute depreciation for our generating, electric able to reasonably estimate the fair value of any future legal
transmission and distribution, and gas distribution facilities. We obligations associated with retirement that have been incurred
compute depletion for our oil and gas exploitation and and capitalize a corresponding amount as part of the book value
production activities. Depreciation and depletion are determined of the related long-lived assets.
using the following methods: The increase in the capitalized cost is included in

♦ the group straight-line method using rates averaging determining depreciation expense over the estimated useful lives
approximately 2.3% per year for our generating assets, of these assets. Since the fair value of the asset retirement

♦ the group straight-line method, approved by the obligations is determined using a present value approach,
Maryland PSC, applied to the average investment, accretion of the liability due to the passage of time is recognized
adjusted for anticipated costs of removal less salvage, in each period to ‘‘Accretion of asset retirement obligations’’ in our
classes of depreciable property based on an average rate Consolidated Statements of Income (Loss) until the settlement
of approximately 3.2% per year for our regulated of the liability. We record a gain or loss when the liability is
business, or settled after retirement for any difference between the accrued

♦ the units-of-production method over the remaining life liability and actual costs. The change in our ‘‘Asset retirement
of the estimated proved reserves at the field level for obligations’’ liability during 2009 was as follows:
acquisition costs and over the remaining life of proved
developed reserves at the field level for development (In millions)
costs. The estimates for gas reserves are based on Liability at January 1, 2009 $ 987.3
internal calculations. Accretion expense 62.3

Other assets are depreciated primarily using the straight-line Liabilities incurred 0.2
method and the following estimated useful lives: Liabilities settled (1.0)

Revisions to cash flows 5.8
Asset Estimated Useful Lives

Deconsolidation of CENG (1,025.2)
Building and improvements 5 - 50 years Other (0.1)
Office equipment and furniture 3 - 20 years

Liability at December 31, 2009 $ 29.3
Transportation equipment 5 - 15 years
Computer software 3 - 10 years

Nuclear Fuel
Through November 6, 2009, we amortized the cost of nuclearAmortization Expense
fuel, including the quarterly fees we pay to the Department ofAmortization is an accounting process of reducing an asset
Energy (DOE) for the future disposal of spent nuclear fuel,amount in our Consolidated Balance Sheets over a period of
based on the energy produced over the life of the fuel. Thesetime that approximates the useful life of the related item. When
fees were based on the kilowatt-hours of electricity sold. Wewe reduce amounts in our Consolidated Balance Sheets, we
report the amortization expense for nuclear fuel in ‘‘Fuel andincrease amortization expense in our Consolidated Statements of
purchased energy expenses’’ in our Consolidated Statements ofIncome (Loss). We discuss the types of assets that we amortize
Income (Loss).and the periods over which we amortize them in more detail in

Note 5.
Capitalized Interest and Allowance for Funds Used
During ConstructionAccretion Expense
Capitalized InterestWe recognize an estimated liability for legal obligations and legal
Our nonregulated businesses capitalize interest costs for costsobligations conditional upon a future event associated with the
incurred to finance our power plant construction projects, realretirement of tangible long-lived assets. Our conditional asset
estate developed for internal use, and other capital projects.
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Accounting Standards AdoptedAllowance for Funds Used During Construction (AFC)
Noncontrolling Interests in Consolidated Financial StatementsBGE finances its construction projects with borrowed funds and
In December 2007, the FASB issued amended guidance relatedequity funds. BGE is allowed by the Maryland PSC and the

FERC to record the costs of these funds as part of the cost of to the accounting and reporting of noncontrolling interests in
construction projects in its Consolidated Balance Sheets. BGE consolidated financial statements. A noncontrolling interest in a
does this through the AFC, which it calculates using rates subsidiary is now considered an ownership interest in the
authorized by the Maryland PSC and the FERC. BGE bills its consolidated entity that should be reported as equity in the
customers for the AFC plus a return after the utility property is consolidated financial statements. This presentation views the
placed in service. consolidated business as a single economic entity and considers

The AFC rates are 9.4% for electric distribution plant, minority ownership interests in consolidated subsidiaries as
8.8% for electric transmission plant, 8.5% for gas plant, and equity in the consolidated entity.
9.1% for common plant. BGE compounds AFC annually. Under the amended guidance, companies are required to:

♦ present noncontrolling interests (formerly described asLong-Term Debt and Credit Facilities
‘‘minority interests’’) in the consolidated balance sheet asWe defer all costs related to the issuance of long-term debt and
a separate line item within equity,credit facilities. These costs include underwriters’ commissions,

♦ separately present on the face of the income statementdiscounts or premiums, other costs such as external legal,
the amount of consolidated net income attributable toaccounting, and regulatory fees, and printing costs. We amortize
the parent and to the noncontrolling interest,costs related to long-term debt into interest expense over the life

♦ account for changes in ownership interests that do notof the debt. We amortize costs related to credit facilities to other
result in a change in control as equity transactions, andincome (expense) over the terms of the facilities.

♦ upon deconsolidation of a subsidiary due to a change inIn addition to the fees that are paid upfront for credit
facilities, we also incur ongoing fees related to these facilities. We control, measure any retained interest at fair value and
record the ongoing fees in other income (expense), and we record a gain or loss for both the portion sold and the
record interest incurred on cash draws in interest expense. portion retained.

When BGE incurs gains or losses on debt that it retires Effective January 1, 2009, we presented and disclosed
prior to maturity, it amortizes those gains or losses over the noncontrolling interests in our Consolidated Financial
remaining original life of the debt in accordance with regulatory Statements in accordance with the amended guidance, and we
requirements. accounted for the sale of a 49.99% membership interest in

CENG to EDF by deconsolidating CENG, measuring our
Accounting Standards Issued

retained interest at fair value, and recognizing a gain at closing.
Accounting for Variable Interest Entities

We discuss this transaction in more detail in Note 2.
In June 2009, the FASB amended the accounting, presentation,
and disclosure guidance related to variable interest entities,

Disclosures about Derivative Instruments and Hedging Activitieseffective for interim and annual reporting periods beginning
In March 2008, the FASB issued amended guidance requiringafter November 15, 2009. The amended standard includes the
significantly expanded disclosures about derivative instrumentsfollowing significant provisions:
and hedging activities, but did not change the accounting for♦ requires an entity to qualitatively assess whether it
derivatives. We adopted the new disclosure requirements onshould consolidate a VIE based on whether the entity
January 1, 2009 and provide these additional disclosures in(1) has the power to direct matters that most
Note 13.significantly impact the activities of the VIE, and

(2) has the obligation to absorb losses or the right to
receive benefits of the VIE that could potentially be Determining Fair Value When the Volume and Level of Activity
significant to the VIE, for the Asset or Liability have Significantly Decreased and

♦ requires an ongoing reconsideration of this assessment Identifying Transactions That Are Not Orderly
instead of only upon certain triggering events, In April 2009, the FASB issued accounting guidance for

♦ amends the events that trigger a reassessment of whether determining fair value when the volume and level of activity for
an entity is a VIE, and the asset or liability have significantly decreased and for♦ requires the entity that consolidates a VIE (the primary identifying transactions that are not orderly. The guidance
beneficiary) to present separately on the face of its provides for estimating fair value when the volume and level of
balance sheet (1) the assets of the consolidated VIE, if

activity for the asset or liability have decreased and assists in
they can be used to only settle specific obligations of the

identifying circumstances that indicate a transaction is notconsolidated VIE, and (2) the liabilities of a
orderly. Finally, the guidance expands the disclosure requirementsconsolidated VIE for which creditors do not have
for fair value measurements to include further disaggregation inrecourse to the general credit of the primary beneficiary.
the tabular disclosures. We adopted this guidance as of April 1,We are completing our evaluation of this standard. Based
2009 with no effect on our, or BGE’s, financial results andon our evaluation to date, we believe the primary impact will be
provided the required disclosures about fair value measurementsincreased VIE disclosures, and we do not believe the
in Note 13. The adoption of this standard only impacted ourimplementation of this standard will have a material impact on
disclosures.our, or BGE’s, financial results. 
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2 Other Events

2009 Events ♦ BGE will not pay common dividends to Constellation
Energy if (a) after the dividend payment, BGE’s equityPre-Tax After-Tax
ratio would be below 48% as calculated pursuant to the

(In millions)
Maryland PSC’s ratemaking precedents or (b) BGE’s

Gain on sale of 49.99% membership
senior unsecured credit rating is rated by two of the

interest in our nuclear generation and
three major credit rating agencies below investment

operation business (CENG) to EDF $7,445.6 $4,456.1
grade.

Amortization of basis difference in ♦ BGE may file an electric distribution rate case at any
CENG (29.6) (17.8)

time beginning in January 2010 and may not file a
Net loss on divestitures (468.8) (293.2)

subsequent electric distribution rate case until January
Impairment losses and other costs (1) (124.7) (96.2)

2011. Any rate increase in the first electric distribution
Impairment of nuclear decommissioning

rate case will be capped at 5% as agreed to by
trust assets through November 6,

Constellation Energy in its 2008 settlement with the
2009 (62.6) (46.8)

State of Maryland and the Maryland PSC. The timing
Loss on redemption of Zero Coupon

of any gas distribution rate filing will also occur no
Senior Notes (16.0) (10.0)

earlier than the electric case.
Maryland PSC order—BGE residential ♦ Constellation Energy will be limited to allocating no

customer credits (112.4) (67.1)
more than 31% of its holding company costs to BGE

Merger termination and strategic
until the Maryland PSC reviews such cost allocations in

alternatives costs (145.8) (13.8)
the context of BGE’s next rate case.

Workforce reduction costs (12.6) (9.3) ♦ Constellation Energy and BGE are required to
Total other items $6,473.1 $3,901.9 implement ‘‘ring fencing’’ measures designed to provide

bankruptcy protection and credit rating separation of
(1) After-tax amount net of noncontrolling interest. BGE from Constellation Energy. Such measures include

the formation of a new special purpose subsidiary by
Gain on Sale of 49.99% Membership Interest in CENG to EDF Constellation Energy (RF HoldCo) to hold all of the
On December 17, 2008, we entered into an Investment common equity interests in BGE. We completed the
Agreement with EDF under which EDF would purchase from implementation of these measures in February 2010.
us a 49.99% membership interest in CENG for $4.5 billion With the receipt of the Maryland PSC’s order,
(subject to certain adjustments). Constellation Energy and EDF closed the transaction on

In October 2009, the Maryland PSC issued an order November 6, 2009. Upon closing of the transaction, we sold a
approving our transaction with EDF subject to the following 49.99% membership interest in CENG to EDF for total
conditions: consideration of approximately $4.7 billion (includes $3.5 billion

♦ Constellation Energy is to fund a one-time per customer in cash at close, the non-cash redemption of the $1.0 billion
distribution rate credit for BGE residential customers, Series B Preferred Stock held by EDF, and certain expense
before the end of March 2010, totaling $110.5 million, reimbursements). As a result, we ceased to have a controlling
or approximately $100 per customer, for which we financial interest in CENG and deconsolidated CENG in the
recorded a liability in November 2009. In December fourth quarter of 2009.
2009, BGE filed a tariff with the Maryland PSC stating We recorded this transaction as follows:
we would give residential customers a rate credit of ♦ We received cash consideration of approximately
exactly $100 per customer. As a result, we accrued an $3.5 billion, plus certain adjustments, and redeemed the
additional $1.9 million for a total fourth quarter 2009 $1.0 billion Series B Preferred Stock held by EDF as
accrual of $112.4 million. Constellation made a additional purchase price resulting in net proceeds of
$66 million equity contribution to BGE in December approximately $4.7 billion.
2009 to fund the after-tax amount of the rate credit as ♦ We removed the individual assets and liabilities of
ordered by the Maryland PSC. CENG from our balance sheet with a net asset value of

♦ Constellation Energy is required to make a $250 million approximately $2.4 billion.
cash capital contribution to BGE by no later than ♦ We recorded our retained investment in CENG at
June 30, 2010. We made this contribution in December estimated fair value of approximately $5.1 billion.
2009.
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♦ We recognized a pre-tax gain on sale of approximately Divestitures
$7.4 billion, calculated as follows: In 2009, we completed many of the strategic initiatives we

identified in 2008 to improve liquidity and reduce our business
risk.(In billions)

The transactions to sell a majority of our internationalFair value of the consideration received from EDF $ 4.7
commodities, our Houston-based gas trading and otherEstimated fair value of our retained interest in
operations were structured in two parts:CENG 5.1 ♦ the assignment and transfer of a majority of theCarrying amount of CENG’s assets and liabilities

portfolio, andprior to deconsolidation (2.4) ♦ the execution of a Total Return Swap (TRS) mechanism
Pre-tax gain $ 7.4 for the remainder of the portfolio.

Under the TRS, we entered into offsetting trades with the
buyers that matched the terms of the remaining third partyOn November 6, 2009, we began to account for our
contracts for which we were unable to complete assignment toretained investment in CENG using the equity method and
the buyers as of the transaction dates. This structure transferredreport our share of its earnings in the merchant energy segment.
the risks associated with changes in commodity prices as of theAs a result, we no longer record the individual income statement
transaction dates to the buyers in all instances. However, theline items, but instead record our share of the investment’s
trades under the TRS are newly executed transactions, and weearnings in a single line in our Consolidated Statements of
remain the principal under both the unassigned third partyIncome (Loss).
trades and the matching trades with the buyers under the TRSWe estimated the fair value of CENG for purposes of
with no right of either financial or legal offset. We continue torecording our retained interest upon closing of the sale. Our
pursue the assignment of these remaining contracts to theestimate considered the replacement cost, discounted future cash
buyers.flows, and comparable market transactions valuation approaches.

The matching contracts under the TRS include bothAfter correlating the valuations under these three approaches, the
derivatives and non-derivatives and were executed at prices thatultimate fair value estimate reflects the discounted future
differed from market prices at closing, which resulted in a netexpected cash flows of the business using various inputs that we
cash payment to/from the buyers. We recorded the underlyingbelieve are reflective of a market participant’s perspective. The
contracts at fair value on a gross basis as assets or liabilities inmost significant inputs include our expectations of nuclear plant
our Consolidated Balance Sheets depending on whether theperformance, future power prices, nuclear fuel and operating
contract prices were above- or below-market prices at closing. Ascosts, forecasted capital expenditures, existing power sales
a result, the derivative contracts have been included incommitments, and a discounting factor reflective of an investor’s
‘‘Derivative Assets and Liabilities’’ and the nonderivativerequired risk-adjusted return.
contracts have been included in ‘‘Unamortized Energy ContractThe fair value of our investment in CENG exceeded our
Assets and Liabilities.’’ The derivative contracts are subject toshare of CENG’s equity because CENG’s assets and liabilities
mark-to-market accounting until they are realized or assigned.retained their historical carrying value. This basis difference
The nonderivative contracts will be amortized into earnings astotaled approximately $3.9 billion, and we assigned it to the
the underlying contracts are realized, or sooner if those contractsnoncurrent assets of CENG based on fair value. We will
are assigned.amortize this difference as a reduction in our equity investment

We record the cash proceeds we pay or receive at theearnings in CENG as follows:
inception of energy purchase and sale contracts based upon
whether the contracts are in-the-money or out-of-the-money asDifference Amortization Period
follows:Property, plant and equipment Depreciable life

Power purchase agreements and
revenue sharing agreements Term of the agreement In-the-money contracts—proceeds paid Investing Outflow

Out-of-the-money contracts—proceedsLand and intangibles with indefinite
received Financing Inflowlives Upon sale by CENG

After inception, we record the cash flows from all energyFor the period November 6, 2009 through December 31,
purchase and sale contracts as operating activities, except for2009, we recorded $29.6 million of basis difference amortization
out-of-the-money derivative contracts that were liabilities atas a reduction to our equity investment earnings in CENG. We
inception. We record the ongoing cash flows from thesediscuss the components of our equity investment earnings in
out-of-the-money derivative contracts as financing activities,Note 4.
regardless of whether they are purchase or sale contracts.Also, if we were to sell an additional portion of our

investment, we would recognize a proportionate amount of the
basis difference.

104



International Commodities Operation Houston-Based Gas and Other Trading Operations
In January 2009, we entered into a definitive agreement to sell a On February 3, 2009, we entered into a definitive agreement to
majority of our international commodities operation. We sell our Houston-based gas trading operation. We transferred
completed this transaction on March 23, 2009 and recognized control of this operation on April 1, 2009. In addition, in the
the following impacts during 2009: second quarter of 2009 we also sold certain other trading

♦ a pre-tax loss of approximately $334.5 million operations. In total, we received proceeds of approximately
representing net consideration paid to the buyer, the $61 million, and recorded a $102.5 million net loss on these
book value of net assets sold, and transaction costs, sales in 2009. The net loss on sale primarily relates to

♦ a reclassification of $165.7 million in losses on nonderivative accrual contracts, which were not recorded on our
previously designated cash-flow hedge contracts, for Consolidated Balance Sheet, the cost associated with disposing of
which the forecasted transactions are now deemed an entire portfolio and not merely individual contracts, and the
probable of not occurring, from ‘‘Accumulated Other cost of capital, including contingent capital, to support the
Comprehensive Loss’’ to ‘‘Nonregulated revenues’’ in the operation.
Consolidated Statements of Income (Loss), The matching derivative and nonderivative transactions

♦ workforce reduction costs of $10.9 million, recorded as under the TRS discussed above were executed at prices that
part of ‘‘Workforce reduction costs’’ in the Consolidated differed from market prices at closing. As a result, we record the
Statements of Income (Loss), and ongoing cash flows related to the out-of-the-money derivative

♦ other costs of $17.6 million related to leasehold contracts that were liabilities at inception as financing cash
improvements, furniture and computer hardware and flows. This resulted in cash outflows related to financing
software, recorded as part of ‘‘Impairment losses and activities of $858.5 million in our Consolidated Statements of
other costs’’ in the Consolidated Statements of Income Cash Flows for the year ended December 31, 2009 associated
(Loss). with derivative liabilities that were out-of-the-money.

We removed the contracts that were assigned from our The net cash receipt from the buyers upon completion of
balance sheet, paid the buyer approximately $90 million, and the TRS was $91.9 million in the second quarter of 2009. We
reflected the impact of this payment on our working capital in have reflected these contracts on a gross basis in cash flows from
the operating activities section of our Consolidated Statements of investing and financing activities in our Consolidated Statements
Cash Flows. of Cash Flows as follows:

The net cash payment to the buyer upon completion of the
TRS was $2.5 million. As part of the consideration, we acquired Year Ended December 31, 2009
matching nonderivative contracts that resulted in a net liability (In millions)
of approximately $75 million, which will be amortized into Investing activities—Contract and portfolio
earnings as the underlying contracts are realized, or sooner if the acquisitions $(1,287.4)
original nonderivative contracts are assigned. Financing activities—Proceeds from contract and

We have reflected the contracts under the TRS on a gross portfolio acquisitions 1,379.3
basis in cash flows from investing and financing activities in our Net cash flows from contract and portfolio
Consolidated Statements of Cash Flows as follows: acquisitions $ 91.9

Year Ended December 31, 2009
In addition, we incurred other costs of $7.0 million for(In millions)

2009 related to leasehold improvements, furniture, computerInvesting activities—Contract and portfolio
hardware and software costs, which are recorded as part ofacquisitions $(866.3)
‘‘Impairment losses and other costs’’ on our ConsolidatedFinancing activities—Proceeds from contract and
Statements of Income (Loss).portfolio acquisitions 863.8

On April 1, 2009, we executed an agreement with the
Net cash flows from contract and portfolio

buyer of our Houston-based gas trading operation under which
acquisitions $ (2.5)

the buyer will provide us with the gas supply needed to support
our retail gas customer supply business through March 31, 2011.

In addition to the March 23, 2009 transaction for a This agreement was structured such that our requirements to
majority of our international commodities operation, on post collateral are reduced. The supplier has liens on the assets
June 30, 2009 we completed the sale of a uranium market of the retail gas supply business as well as our investment in the
participant that we owned. We received cash proceeds of stock of these entities to secure our obligations under the gas
approximately $43 million and recorded a $27.2 million loss on supply agreement. In connection with this agreement, we posted
this sale. This loss from our merchant energy segment is approximately $160 million of collateral. This was subsequently
included in the ‘‘Net (loss) gain on divestitures’’ line in our reduced to $100 million. The initial $160 million posted
Consolidated Statements of Income (Loss). represented approximately 25 percent of the previous collateral

requirements to support this operation.
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Shipping Joint Venture As a result of the events that occurred during the second
We completed the sale of our equity investment in a shipping quarter of 2009, we concluded that the fair value of our
joint venture during the third quarter of 2009. No gain or loss investment had declined to a level below the carrying value at
was recognized on the sale. We discuss the sale of the shipping June 30, 2009 and that this decline was other than temporary.
joint venture below. As such, we recorded a pre-tax impairment charge of

$59.0 million associated with our equity investment in our
shipping joint venture within the ‘‘Impairment losses and otherOther Nonregulated Divestiture
costs’’ line in our Consolidated Statements of Income (Loss),During the fourth quarter of 2009, one of our nonregulated
and reported the charge in our merchant energy business resultssubsidiaries sold an energy project and recorded a net loss of
for 2009.$4.6 million.

Constellation Energy Partners LLCImpairment Losses and Other Costs
As of March 31, 2009, the fair value of our investment inAvailable for Sale Securities
Constellation Energy Partners LLC (CEP) based upon its closingWe evaluated certain of our investments in equity securities
unit price was $10.0 million, which was lower than its carryingduring 2009. The investments we evaluated included our nuclear
value of $24.0 million.decommissioning trust fund assets (through November 6, 2009)

The decline in fair value of our investment in CEPand other marketable securities. We record an impairment charge
reflected a number of other factors, including:if an investment has experienced a decline in fair value to a level

♦ continuing difficulties in the financial and creditless than our carrying value and the decline is ‘‘other than
markets in the United States,temporary.’’

♦ decreases in the market price of natural gas and oil,In making this determination, we evaluate the reasons for
♦ the effect of these factors on market perceptions of gasan investment’s decline in value, the extent and duration of that

exploration and production master limited partnerships,decline, and factors that indicate whether and when the value
andwill recover. For securities held in our nuclear decommissioning

♦ factors related to Constellation Energy’s financialtrust fund for which the market value is below book value, the
condition and possible sale of its investment in CEP.decline in fair value is considered other than temporary and we

As a result of evaluating these factors, we determined thatwrite them down to fair value. We discuss our impairment
the decline in the value of our investment is other thanpolicy in more detail in Note 1.
temporary. Therefore, we recorded a $14.0 million pre-taxThe fair values of certain of the securities held in our
impairment charge at March 31, 2009 to write-down ournuclear decommissioning trust fund held through November 6,
investment to fair value. We recorded this charge in2009 and other marketable securities declined below book value.
‘‘Impairment losses and other costs’’ in our ConsolidatedAs a result, we recorded a $62.6 million pre-tax impairment
Statements of Income (Loss). We did not record an impairmentcharge for the year ended December 31, 2009 for our nuclear
charge for the remainder of 2009.decommissioning trust fund assets in the ‘‘Other income

(expense)’’ line in our Consolidated Statements of Income
(Loss). We also recorded an impairment charge of $0.5 million District Chilled Water
for other marketable securities not included in our nuclear During 2009, BGE entered into an agreement to sell its interest
decommissioning trust funds for the year ended December 31, in a nonregulated subsidiary that owns a district chilled water
2009. facility to a third party. We completed this sale in January 2010.

The estimates we utilize in evaluating impairment of our We have no further involvement in the activities of this entity.
available for sale securities require judgment and the evaluation As a result of these events, we concluded that the fair value
of economic and other factors that are subject to variation, and of our investment in this subsidiary had declined to a level
the impact of such variations could be material. below carrying value at December 31, 2009 and that this decline

was other than temporary. As such, we recorded a pre-tax
impairment charge of $12.0 million, net of the noncontrollingEquity Method Investments
interest impact of $8.0 million. The gross impairment charge ofShipping Joint Venture
$20.0 million is recorded within the ‘‘Impairment losses andWe record an impairment if an equity method investment has
other costs’’ line in both our and BGE’s Consolidated Statementsexperienced a decline in fair value to a level less than our
of Income (Loss). The noncontrolling interest portion ofcarrying value and the decline is other than temporary. During
$8.0 million is recorded within the ‘‘Net Income Attributable tothe quarter ended June 30, 2009, we contemplated several
Noncontrolling Interests and BGE Preference Stock Dividends’’potential courses of action together with our partner relating to
line in our Consolidated Statements of Income (Loss) andthe strategic direction of our shipping joint venture and our
within the ‘‘Net Income Attributable to Noncontrollingcontinuing involvement. This led to a decision to explore a plan
Interests’’ line in BGE’s Consolidated Statements of Income.to sell our 50% interest to a party related to our joint venture

partner for negligible proceeds. We completed the sale of this
investment in the third quarter of 2009. We have no further
involvement in the activities of the joint venture.
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Other Costs The following table summarizes the status of the
During 2009, we recorded $31.2 million pre-tax charges in the involuntary severance liabilities at December 31, 2009:
‘‘Impairment losses and other costs’’ line in our Consolidated

Q1 2009 Q4 2008Statements of Income (Loss) primarily related to:
Program Program♦ divested operations—long-lived assets no longer used

(In millions)and lease terminations, and
Initial severance liability♦ the write-off of an uncollectible advance to an affiliate.

balance $ 10.8 $ 19.7
Additional expensesLoss on Redemption of Zero Coupon Senior Notes

recorded in 2009 1.8 —In November 2009, we redeemed the Zero Coupon Senior
Amounts recorded asNotes early and recognized a pre-tax loss on redemption of

pension and$16.0 million within ‘‘Interest Expense’’ on our Consolidated
postretirementStatements of Income (Loss).
liabilities — (3.0)

Merger Termination and Strategic Alternatives Costs Net cash severance
We incurred additional costs during 2009 related to the liability 12.6 16.7
terminated merger agreement with MidAmerican, the Cash severance payments (12.0) (15.8)
transactions related to EDF, and other strategic alternatives costs. Severance liability balance
These costs totaled $145.8 million pre-tax for the year ended at December 31, 2009 $ 0.6 $ 0.9
December 31, 2009, and primarily relate to fees incurred to
complete the transactions with EDF and the first quarter of

2008 Events2009 write-off of the unamortized debt discount associated with
the 14% Senior Notes (Senior Notes) that were repaid in full to Pre-Tax After-Tax
MidAmerican in January 2009. Upon the closing of the (In millions)
transaction with EDF on November 6, 2009, certain of the costs Merger termination and strategic
incurred in 2008 and 2009 became tax deductible. We reflected alternatives costs $(1,204.4) $(1,204.4)
this impact in 2009. Impairment losses and other costs (741.8) (470.7)

Workforce reduction costs (22.2) (13.4)
Workforce Reduction Costs Emissions allowances write-down (46.7) (28.7)
We incurred workforce reduction costs during the fourth quarter Net gain on divestitures 25.5 16.0
of 2008, primarily related to workforce reduction efforts across Gain on sale of dry bulk vessel 29.0 18.9
all of our operations (Q4 2008 Program), and during the first Maryland settlement credit (after-tax
quarter of 2009, primarily related to the divestiture of a majority amount reflects the effective tax rate
of our international commodities operation as well as some impact on BGE) (189.1) (110.5)
smaller restructurings elsewhere in our organization (Q1 2009 Impairment of nuclear
Program). For the Q1 2009 Program, we recognized a decommissioning trust assets (165.0) (82.0)
$12.6 million pre-tax charge during 2009 related to the

Total other items $(2,314.7) $(1,874.8)elimination of approximately 180 positions. We expect both of
these restructurings will be completed by the end of the first
quarter of 2010. Merger Termination and Strategic Alternatives Costs

We incurred costs during 2008 related to the terminated merger
agreement with MidAmerican, the conversion of Series A
Preferred Stock, the execution of the Investment Agreement and
related agreements with EDF, and our pursuit of other strategic
alternatives. These costs totaled $1.2 billion pre-tax. We did not
record a tax benefit for any of these costs in our Consolidated
Statement of Income (Loss) in 2008.

A significant portion of these costs was incurred pursuant
to the termination of the merger agreement with MidAmerican
and the conversion of the Series A Preferred Stock. Specifically,
Constellation Energy incurred the following charges:

♦ $175 million merger termination fee,
♦ approximately $945 million for settling the conversion

of the Series A Preferred Stock, which included a cash
payment of $418 million and issuance of approximately
19.9 million shares of our common stock,
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♦ approximately $15 million for the remaining equity securities. We describe the impairment evaluations we
unamortized portion of the premium paid as part of performed in the following sections.
executing an agreement with MidAmerican in November
2008 that provided us the option to sell certain Long-Lived Assets
generating plants to MidAmerican for aggregate proceeds We evaluate potential impairment of long-lived assets classified
of $350 million. This agreement was terminated as part as held for use and recognize an impairment loss if the carrying
of the termination of our merger agreement with amount of such assets is not recoverable. The carrying amount
MidAmerican, and of an asset held for use is not recoverable if it exceeds the total

♦ approximately $70 million in other costs associated with undiscounted future cash flows expected to result from the use
the MidAmerican transaction and other strategic and eventual disposition of the asset.
alternatives explored consisting primarily of external This evaluation requires us to estimate uncertain future
legal, accounting and consulting fees. cash flows. In order to estimate future cash flows, we consider

The above amounts do not include $150 million of cash historical cash flows and changes in the market environment and
received from EDF in conjunction with the Investment other factors that may affect future cash flows. The assumptions
Agreement entered into on December 17, 2008. We recorded we use are consistent with forecasts that we make for other
this $150 million as additional purchase price at closing. purposes (for example, in preparing our other earnings forecasts)

BGE recorded $16 million as its allocable portion of these or have been adjusted to reflect relevant subsequent changes. If
costs through November 30, 2008 when the merger with we are considering alternative courses of action (such as the
MidAmerican was still pending. However, in light of the EDF potential sale of an asset), we probability-weight the alternative
transaction involving an investment in our nonregulated nuclear courses of action to estimate the expected cash flows.
generation and operation business rather than a merger with We use our best estimates in making these evaluations and
Constellation Energy, BGE was not allocated any further costs consider various factors, including forward price curves for
effective in December 2008 and all of the previously allocated energy, fuel costs, and operating costs. However, actual future
costs recorded by BGE were allocated to the merchant energy market prices and project costs could vary from the assumptions
segment. used in our estimates, and the impact of such variations could

be material.
Impairment Losses and Other Costs
Impairment Evaluations Upstream Gas Properties
We discuss our evaluation of assets for impairment and other During 2008, we performed impairment analyses for our
than temporary declines in value in Note 1. We perform upstream gas properties as a result of the following triggering
impairment evaluations for our long-lived assets, equity method events:
investments, and goodwill when triggering events occur that ♦ we announced our intent to sell our upstream gas assets,
would indicate that the potential for an impairment exists. We and
perform an impairment evaluation for our nuclear ♦ there were significant decreases in natural gas prices and
decommissioning trust fund assets quarterly. oil prices in both the third and fourth quarters of 2008.

In addition, we evaluate goodwill for impairment on an We evaluated both proved and unproved property for
annual basis regardless of whether any triggering events have impairments. Unproved property is impaired if there are no firm
occurred. Our accounting policy is to perform an annual plans to continue drilling, lease expiration is at risk, or historical
goodwill impairment review in the third quarter of each year. experience necessitates a valuation allowance. To the extent that

During the third quarter of 2008, the following triggering unproved property is part of an asset that contains proved
events resulted in the need for us to perform impairment property, we applied the accounting guidance for proved
analyses: property for evaluating impairment.

♦ we announced a strategic initiative to sell our upstream During the third quarter of 2008, we began the process
gas assets subject to market conditions, necessary to sell our upstream gas properties, and, while we sold

♦ there was a significant decline in the availability of some of these properties by December 31, 2008, we had not yet
credit in the markets, obtained the formal approval of our Board of Directors for the

♦ there was a significant decline in the overall stock sale of our other remaining properties. This approval was
market and, in particular, our stock price, required to commit to a plan for sale. As a result, we continued

♦ we signed a definitive merger agreement with to classify these properties as held for use as of December 31,
MidAmerican, which was subsequently terminated, and 2008. Accordingly, our impairment evaluation consisted of

♦ commodity prices declined substantially. estimating expected undiscounted cash flows under various
As a result of these evaluations, we recorded impairments of scenarios as discussed below and comparing those amounts to

our upstream gas properties, goodwill, and certain investments in the carrying value.
debt and equity securities. Additionally, in the fourth quarter of We evaluated our upstream gas portfolio for impairment at
2008, there were continued declines in commodity prices and the individual property level, which is the lowest level of
the overall stock market. This led to further impairment of our identifiable cash flows, since each property has separate financial
upstream gas properties, and certain investments in debt and statements identifying and capturing the related cash flows. We
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evaluated a combination of cash flows from operations scenarios Generating Plants
for the remaining period for which we expected to hold these We evaluated the impact of the events that occurred in 2008 on
properties as well as estimates of proceeds from each property’s the recoverability of our generating plants. Based upon our
ultimate disposal. The primary inputs to our estimates of cash consideration of these events and the status of the generating
flows from operations were reserve estimates and natural gas and plant’s activities, we determined that our generating plants were
oil prices based upon forward curves and modeled data for not impaired as of September 30, 2008 and December 31,
unobservable periods. The primary inputs to our estimate of 2008.
proceeds from disposal were a combination of external market
bids, internal models and reserve reports, and information from Debt and Equity Securities and Investments
external advisors assisting in the sale of these assets. We We evaluated certain of our investments in debt and equity
maximized the use of market information to the extent it was securities (both equity-method and cost-method investments) in
available. We evaluated several possible courses of action and light of declines in market prices during the third and fourth
timing, and we probability-weighted the cash flows associated quarters of 2008. The investments we evaluated included our
with each of these scenarios based upon our best estimates of the investment in CEP, other marketable securities, our nuclear
expected outcome and timing in order to arrive at each decommissioning trust fund assets, and our investment in UNE.
property’s expected future cash flows. We record an impairment if an investment has experienced a

Our evaluation indicated that estimated cash flows were less decline in fair value to a level less than our carrying value and
than the carrying value of three of our seven upstream gas the decline is other than temporary. We do not record an
properties at September 30, 2008. At December 31, 2008, our impairment if the decline in value is temporary and we have the
evaluation indicated that estimated cash flows were less than the ability and intent to hold the investment until its value recovers.
carrying value for two additional properties and for one property In making this determination, we evaluate the reasons for
in which that property’s estimated cash flows were less than its an investment’s decline in value, the extent and length of that
post-impairment carrying value at September 30, 2008 as well. decline, and factors that indicate whether and when the value
The primary factors leading to the declines in expected cash will recover. For securities held in our nuclear decommissioning
flows were the decrease in market prices for natural gas and oil trust fund for which the market value is below book value, the
during the third and fourth quarters of 2008 combined with our decline in fair value for these securities is considered other than
expectation that we would sell these properties rather than hold temporary and we write them down to fair value.
them for their full useful lives. The fair value of our investment in CEP fell below carrying

As a result, we recorded the following pre-tax impairment value at the end of August, and continued to decline through
charges: the end of 2008. As of September 30, 2008, the fair value of

our investment in CEP based upon its closing unit price was
At At $73 million, which was lower than its carrying value of

September 30, December 31,
$128 million. As of December 31, 2008, the fair value of ourAsset Groups 2008 2008
investment in CEP based upon its closing unit price was

(In millions)
$17 million, which was lower than its carrying value at

Interest in proved and unproved
December 31, 2008 of $87 million.

natural gas and crude oil
While CEP’s estimate of net asset value exceeded our

reserves in south Texas $ 62.6 $ —
carrying value, the decline in fair value of our investment in

Interest in proved natural gas
CEP reflects a number of other factors, including:

reserves in the Rocky ♦ turmoil and tightening in the financial and credit
Mountains 73.2 —

markets in the United States,
Interest in proved and unproved ♦ substantial decreases in the market price of natural gas

natural gas reserves in the
and oil,

Offshore-Gulf of Mexico 7.1 3.8 ♦ the effect of these factors on market perceptions of gas
Interest in proved and unproved

exploration and production master limited partnerships,
crude oil and natural gas

and
reserves in eastern Oklahoma — 30.0 ♦ factors related to Constellation Energy’s financial

Interest in proved and unproved
condition and possible sale of its investment in CEP.

natural gas reserves in central
As a result of evaluating these factors at both

Oklahoma — 153.2
September 30, 2008 and December 31, 2008, we determined

Total impairment charges $142.9 $187.0 that the declines in the value of our investment at both dates
were other than temporary. Therefore, we recorded a
$54.7 million pre-tax impairment charge at September 30, 2008We recorded these impairment charges in the ‘‘Impairment
and an additional $69.7 million pre-tax impairment charge atlosses and other costs’’ line in our Consolidated Statements of
December 31, 2008 to write-down our investment to fair value.Income (Loss), and they are reported in our merchant energy
We recorded these charges in ‘‘Impairment losses and otherbusiness results.
costs’’ in our Consolidated Statements of Income (Loss). To the
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extent that the market price of our investment declines further half of September and all of October, we also estimated fair
in future quarters, we may record additional write-downs if we value for the merchant energy segment using current market
determine that those additional declines are other than price information.
temporary. The primary inputs and assumptions to our estimate of fair

As a result of significant declines in the stock market value based upon market information were as follows:
during 2008, the fair values of certain of our marketable ♦ the fair value of Constellation Energy based upon recent
securities and many of the securities held in our nuclear market prices of our common stock,
decommissioning trust fund declined below book value. As a ♦ the estimated fair value of BGE, and
result, we recorded impairment charges of $31.0 million and ♦ the estimated value of the agreements executed with
$122.0 million pre-tax at September 30, 2008 and MidAmerican.
December 31, 2008, respectively, for our nuclear Using this information, we deducted the estimated fair
decommissioning trust fund investments in the ‘‘Other (expense) value of non-merchant energy segment businesses from the fair
income’’ line in our Consolidated Statements of Income (Loss). value of Constellation Energy as a whole in order to estimate the
We had previously recorded impairment charges for our nuclear fair value of the merchant energy segment as of September 2008.
decommissioning trust fund at both March 31, 2008 and Based upon this estimate, the fair value of the merchant energy
June 30, 2008, totaling $12.0 million pre-tax. We also recorded segment was substantially less than its carrying value. The
an impairment charge of $7.0 million pre-tax for certain of our primary difference between this estimate and our modeled
other marketable securities in the fourth quarter of 2008. In estimates using the discounted cash flow income approach is that
addition, we recorded other changes in the fair value of our the market price approach incorporated the market’s valuation
nuclear decommissioning trust fund assets that are not impaired discount associated with our merchant energy segment due to its
in other comprehensive income. We discuss the assets within our significant liquidity and collateral requirements. We believe that
nuclear decommissioning trust funds in more detail in Note 4. this was a more appropriate method for estimating fair value

We also evaluated the impact of the events that occurred in than the modeled valuation techniques because it incorporated
2008 on the recoverability of our investment in UNE. Based observable market information to a greater extent, which reflects
upon our consideration of these events and the status of UNE’s current market conditions, and because it required fewer and less
activities, we determined that our investment in UNE was not subjective judgments and estimates than our modeled estimates.
impaired as of December 31, 2008. As a final consideration during our September 2008

The estimates we utilize in evaluating impairment of our impairment evaluation, we also evaluated the circumstances
debt and equity securities require judgment and the evaluation surrounding MidAmerican’s purchase of Constellation Energy
of economic and other factors that are subject to variation, and and whether the current market price of our common stock
the impact of such variations could be material. should be considered to represent fair value for accounting

purposes. While the transaction price for the purchase of
Constellation Energy resulted from negotiations that occurredGoodwill
over an abbreviated period of time during which the CompanyGoodwill is the excess of the purchase price of an acquired
was experiencing financial difficulty, ongoing trading of the stockbusiness over the fair value of the net assets acquired. We
at levels approximating the transaction price represented theevaluate goodwill for impairment at least annually or more
market’s present assessment of fair value in a liquid, activefrequently if events and circumstances indicate the business
market. This is consistent with guidance issued by the Securitiesmight be impaired. Goodwill is impaired if the carrying value of
Exchange Commission Office of the Chief Accountant andthe business exceeds fair value. Annually, in the third quarter of
FASB Staff on the determination of fair value in distressedeach year, we evaluate goodwill for impairment.
markets.The primary judgment affecting our impairment evaluation

Based on our evaluation of these alternative measures of fairis the requirement to estimate fair value of the reporting units to
value, we determined that the fair value of the merchant energywhich the goodwill relates. We evaluate impairment at the
business segment was less than its carrying value. Therefore, inreportable segment level, which is the lowest level in the
order to measure the potential impairment of goodwill, weorganization that constitutes a business for which discreet
estimated the fair value of the merchant energy segment’s assetsfinancial information is available.
and liabilities. We determined that the fair value of its assets netPrior to September 30, 2008, substantially all of our
of liabilities substantially exceeded the segment’s total fair value,goodwill related to our merchant energy segment. The lack of
indicating that the merchant energy segment’s goodwill wasobservable market prices for the merchant energy segment
impaired as of September 30, 2008. Accordingly, we recorded arequired us to estimate fair value, which we determined on a
pre-tax charge of $266.5 million to write-off the entire balancepreliminary basis using the income valuation approach by
of our merchant energy segment goodwill substantially all ofcomputing discounted cash flows, consistent with prior
which was recorded in the third quarter of 2008. This charge isevaluations. Although our estimate of discounted cash flows
recorded in ‘‘Impairment losses and other costs’’ in ourexceeded the carrying value of the merchant energy segment,
Consolidated Statements of Income (Loss).because our common stock continued to trade at a price less

than carrying value for the entire company throughout the last

110



Other Costs inventory in excess of amounts needed to satisfy these
In September 2008, we entered into a non-binding agreement to requirements was greater than market value at June 30, 2008
settle a class action complaint that alleged a subsidiary’s ash and market prices decreased further for both SO2 and annual
placement operations at a third party site damaged surrounding NOx emission allowances through September 30, 2008. After
properties. In December 2008, the settlement was approved by giving consideration to the Court’s July 11, 2008 decision and
the court. As a result of this agreement, we recorded a the subsequent decline in the market price of these allowances,
$14.0 million pre-tax charge net of an expected insurance we recorded a write-down of our SO2 allowance inventory
recovery. totaling $22.1 million pre-tax to reflect the June 30, 2008

market prices. At September 30, 2008, we recorded an
additional write-down of our SO2 emission allowance inventoryWorkforce Reduction Costs
and recorded a write-down of our annual NOx allowanceWe incurred costs related to workforce reduction efforts initiated
inventory totaling $58.9 million to reflect the September 30,at our nuclear generating facilities in 2006 and 2007. We
2008 prices. These write-downs were recorded in thesubstantially completed both of these workforce reduction efforts
‘‘Nonregulated revenues’’ line in our Consolidated Statements ofduring 2008.
Income (Loss). The third quarter 2008 write-down was partiallyIn September 2008, our merchant energy business approved
offset by mark-to-market gains totaling $22.2 million pre-tax ona restructuring of the workforce at our Customer Supply
derivative contracts for the forward sale of emission allowances.operations. We recognized a $2.5 million pre-tax charge during
This gain reflects the impact of lower market prices on the value2008 related to the elimination of approximately 100 positions
of those derivative contracts.associated with this restructuring. We substantially completed

Due to the increases in SO2 and NOx emission allowancethis workforce reduction during 2009.
prices stemming from the December 23, 2008 Court ruling, weDuring the fourth quarter of 2008, we approved a
evaluated the value of our emissions allowances and determinedrestructuring of the workforce across all of our operations. We
that a partial reversal of prior interim period write-downs wasrecognized a $19.7 million pre-tax charge in 2008 related to the
appropriate. At December 31, 2008, we reversed $11.4 millionelimination of approximately 380 positions.
of the second and third quarter of 2008 write-downs. The prices
at December 31, 2008 create a new cost basis for SO2 andEmissions Allowances
annual NOx emission allowances and cannot be furtherThe Clean Air Interstate Rule (CAIR) required states in the
written-up in future periods. Our mark-to-market gains oneastern United States to reduce emissions of sulfur dioxide (SO2)
derivative contracts for the forward sale of emission allowancesand established a cap-and-trade program for annual nitrogen
were $0.7 million for the quarter ended December 31, 2008.oxide (NOx) emission allowances. On July 11, 2008, the United
We cannot predict the outcome of any further judicial,States Court of Appeals for the D.C. Circuit (the ‘‘Court’’)
regulatory or legislative developments or their impact on theissued an opinion vacating CAIR, subject to petitions for
emission allowance markets.rehearing. The Environmental Protection Agency (EPA) filed a

petition for rehearing. On December 23, 2008, the Court
Net Gain on Divestituresreversed its earlier decision to revoke CAIR and will allow CAIR
On March 31, 2008, we sold our working interest in oil andto remain in effect until it is replaced by a revised rule issued by
natural gas producing properties in Oklahoma to CEP, a relatedthe EPA that would preserve the environmental rules established
party, and recognized a gain of $14.3 million, net of theby CAIR. The Court did not propose a deadline by which the
minority interest gain of $0.7 million. We discuss thisEPA must correct the flaws identified with CAIR but it did state
transaction in more detail in Note 16.that it will accept petitions if the EPA does not remedy the

In addition, on June 30, 2008, our merchant energyproblems previously identified in its July 11, 2008 opinion.
business sold a portion of its working interests in proved naturalAs a result of the Court’s December 2008 decision, the
gas reserves and unproved properties in Arkansas to an unrelatedannual NOx program became effective in 2009 as originally
party for total proceeds of $145.4 million, which is subject toestablished by CAIR. In addition, since the December 2008
certain purchase price adjustments. Our merchant energydecision, market prices for 2009 NOx allowances have increased
business recognized a $77.7 million pre-tax gain on this sale.significantly, with lesser increases shown in allowances for

In December 2008, our merchant energy business soldsubsequent years. There was also an increase in trading volumes
working interests in proved natural gas reserves in Wyoming,for annual NOx. For the SO2 program, the EPA will be required
and our equity investment in certain entities that own intereststo issue a new rule that would replace the allowances issued
in proved natural gas reserves and unproved properties in Texasunder Title IV of the Clean Air Act with a new, reduced pool of
and Montana to unrelated parties for total proceeds ofallowances which would meet or exceed existing CAIR targets.
$55.7 million, subject to certain purchase price adjustments.Market prices for SO2 allowances have also risen since the
Our merchant energy business recognized a $67.2 millionCourt’s decision.
pre-tax loss on these sales.We account for our emission allowance inventory at the

The net gain is included in ‘‘Net (Loss) Gains onlower of cost or market, which includes consideration of our
Divestitures’’ line in our Consolidated Statements of Incomeexpected requirements related to the future generation of
(Loss).electricity. The weighted-average cost of our 2008 SO2 allowance
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Gain on Sale of Dry Bulk Vessel increases or increases associated with standard offer
On July 10, 2008, a shipping joint venture, in which our service power supply auctions.
merchant energy business has a 50% ownership interest, sold ♦ Effective June 1, 2008, BGE implemented revised
one of the six dry bulk vessels it owns. Our merchant energy depreciation rates for regulatory and financial reporting
business recognized a $29.0 million pre-tax gain on this sale. purposes. The revised rates reduced depreciation expense
The gain is included in ‘‘Nonregulated revenues’’ line in our approximately $14 million in 2008 without impacting
Consolidated Statements of Income (Loss). rates charged to customers.

♦ Effective June 1, 2008, Maryland laws governing
investments in companies that own and operateMaryland Settlement Agreement—Customer Rate Credit
regulated gas and electric utilities were amended toIn March 2008, Constellation Energy, BGE and a Constellation
make them less restrictive with respect to certain capitalEnergy affiliate entered into a settlement agreement with the
stock acquisition transactions.State of Maryland, the Maryland PSC and certain State of

♦ Constellation Energy elected two independent directorsMaryland officials to resolve pending litigation and to settle
to the Board of Directors of BGE within the requiredother prior legal, regulatory and legislative issues. On April 24,
six months from the execution of the settlement2008, the Governor of Maryland signed enabling legislation,
agreement.which became effective on June 1, 2008. Pursuant to the terms

of the settlement agreement:
2007 Events♦ Each party acknowledged that the agreements adopted

in 1999 relating to Maryland’s electric restructuring law Pre-Tax After-Tax
are final and binding and the Maryland PSC will close

(In millions)
ongoing proceedings relating to the 1999 settlement.

Impairment losses and other costs $(20.2) $(12.2)♦ BGE provided its residential electric customers
Workforce reduction costs (2.3) (1.4)

$189.1 million in the form of a one-time $170 per
Gain on sales of equity of CEP 63.3 39.2

customer rate credit. We recorded a reduction to
Loss from discontinued operations

‘‘Electric revenues’’ on our and BGE’s Consolidated
High Desert (2.4) (0.3)

Statements of Income (Loss) during the second quarter
Puna — (0.6)

of 2008 and reduced customers’ bills by the amount of
Total loss from discontinuedthe credit between September and December 2008.

operations (2.4) (0.9)♦ BGE customers are relieved of the potential future
liability for decommissioning Calvert Cliffs Unit 1 and Total other items $ 38.4 $ 24.7
Unit 2, scheduled to occur no earlier than 2034 and
2036, respectively, and are no longer obligated to pay a

Impairment Losses and Other Coststotal of $520 million, in 1993 dollars adjusted for
In connection with the termination of the merger agreementinflation, pursuant to the 1999 Maryland PSC order
with FPL Group, Inc. (FPL Group) in October 2006, weregarding the deregulation of electric generation. BGE
acquired certain rights relating to a wind development project inwill continue to collect the $18.7 million annual nuclear
Western Maryland. In the second quarter of 2007, we electeddecommissioning charge from all electric customers
not to make the additional investment that was required at thatthrough 2016 and continue to rebate this amount to
time to retain our rights in the project; therefore, we recorded aresidential electric customers, as previously required by
charge of $20.2 million pre-tax to write-off our investment inSenate Bill 1, which had been enacted in June 2006.
these development rights.♦ BGE resumed collection of the residential return portion

of the SOS administrative charge, which had been
Workforce Reduction Costseliminated under Senate Bill 1, on June 1, 2008 and
In June 2007, we approved a restructuring of the workforce atwill continue collection through May 31, 2010 without
the Nine Mile Point nuclear facility related to the elimination ofhaving to rebate it to all residential electric customers.
23 positions. We recognized costs of $2.3 million pre-tax relatedThis will total approximately $40 million over this
to recording a liability for severance and other benefits underperiod. This charge will be suspended from June 1,
our existing benefit programs. We completed this workforce2010 through December 31, 2016.
reduction in 2008.♦ Any electric distribution base rate case filed by BGE will

not result in increased distribution rates prior to
Gain on Sales of Equity of CEPOctober 2009, and any increase in electric distribution
In November 2006, CEP, a limited liability company formed byrevenue awarded will be capped at 5% with certain
Constellation Energy completed an initial public offering ofexceptions. Any subsequent electric distribution base rate
5.2 million common units at $21 per unit. In April 2007, CEPcase may not be filed prior to August 1, 2010. The
acquired 100% ownership of certain coalbed methane propertiesagreement does not govern or affect BGE’s ability to
located in the Cherokee Basin in Kansas and Oklahoma. Thisrecover costs associated with gas rates, federally approved

transmission rates and charges, electric riders, tax
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acquisition was funded through CEP’s sale of equity in which Discontinued operations
we did not participate. In the fourth quarter of 2006, we completed the sale of six

As a result of the April 2007 equity issuance by CEP, our natural gas-fired plants, including the High Desert facility, which
ownership percentage in CEP fell below 50 percent. Therefore, was classified as discontinued operations. We recognized an
during the second quarter of 2007, we deconsolidated CEP and after-tax loss of $0.3 million as a component of ‘‘Income (loss)
began accounting for our investment using the equity method. from discontinued operations’’ for 2007 due to post-closing
We discuss the equity method of accounting in more detail in working capital and income tax adjustments. In addition, during
Note 1. 2007, we recognized an after-tax loss of $0.6 million relating to

In July and September 2007, CEP issued additional equity. income tax adjustments arising from the June 2004 sale of a
In connection with our equity ownership in CEP, we recognize geothermal generating facility in Hawaii that was also previously
gains on CEP’s equity issuances in the period that the equity is classified as discontinued operations.
sold as common units or when converted to common units. The
details of the 2007 CEP equity issuances, as well as the gains
recognized by us, are summarized below:

Units Price/ Proceeds Pre-tax
Issued Unit to CEP gain

(In millions, except price/unit)
April 2007 Sale
Common units 2.2 $26.12 $ 58 $12.5
Class E units 0.1 25.84 2 0.4

July 2007 Sale
Common units 2.7 35.25 94 20.0
Class F units 2.6 35.25 92 11.2

September 2007 Sale
Common units 2.5 42.50 105 19.2
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3 Information by Operating Segment

Our reportable operating segments are—Merchant Energy, Prior to June 30, 2009, our merchant energy business
Regulated Electric, and Regulated Gas: segment included additional activities that have been divested as

♦ At December 31, 2009, our merchant energy business is part of our strategy to improve our liquidity and reduce our
nonregulated and includes: business risk. The divested activities include:

– fossil and renewable generating facilities, interests ♦ our international commodities operation, which was
in nuclear and hydroelectric generating facilities, divested in March 2009,
qualifying facilities, and power projects in the ♦ our gas trading operation, which was divested on
United States, April 1, 2009,

– full requirements load-serving sales of energy and ♦ our ownership of a uranium market participant, which
capacity to utilities, cooperatives, and commercial, was divested on June 30, 2009, and
industrial, and governmental customers, ♦ our investment in a shipping joint venture, which was

– gas retail energy products and services to divested in the third quarter of 2009.
commercial, industrial, and governmental On November 6, 2009, we sold a 49.99% membership
customers, interest in CENG. As a result, we deconsolidated CENG and

– structured transactions and risk management removed all of the assets and liabilities from this business from
services for various customers (including hedging our merchant energy segment. We now account for our retained
of output from generating facilities and fuel investment as an equity method investment. We discuss this
costs), transaction in more detail in Note 2.

– upstream (exploration and production) natural gas As a result of the successful execution of these initiatives, as
operations, and well as our other initiatives that we have undertaken to reduce

– generation operations and maintenance. risk in our merchant energy business, we have reduced our
♦ Our regulated electric business purchases, transmits, exposure to activities that require contingent capital support and

distributes, and sells electricity in Central Maryland. improved our liquidity. In turn, the results for our merchant
♦ Our regulated gas business purchases, transports, and energy business segment will be materially different from prior

sells natural gas in Central Maryland. periods.
Our remaining nonregulated businesses: Our Merchant Energy, Regulated Electric, and Regulated
♦ design, construct, and operate renewable energy, heating, Gas reportable segments are strategic businesses based principally

cooling, and cogeneration facilities for commercial, upon regulations, products, and services that require different
industrial, and governmental customers throughout technologies and marketing strategies. We evaluate the
North America, performance of these segments based on net income. We

♦ provide energy performance contracting and energy account for intersegment revenues using market prices. A
efficiency engineering services, summary of information by operating segment is shown in the

♦ provide home improvements, service electric and gas following table.
appliances, service heating, air conditioning, plumbing,
electrical, and indoor air quality systems, and provide
electric and natural gas marketing to residential
customers in Central Maryland, and

♦ develop and deploy new nuclear plants in North
America.
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Holding
Reportable Segments Company and

Merchant Regulated Regulated Other
Energy Electric Gas Nonregulated

Business Business Business Businesses Eliminations Consolidated

(In millions)
2009
Unaffiliated revenues $11,769.8 $2,820.7 $ 753.8 $ 254.5 $ — $15,598.8
Intersegment revenues 663.7 — 4.5 0.1 (668.3) —

Total revenues 12,433.5 2,820.7 758.3 254.6 (668.3) 15,598.8
Depreciation, depletion, and amortization 250.2 218.1 44.0 76.8 — 589.1
Fixed charges 207.5 113.3 26.0 0.5 2.8 350.1
Income tax expense (benefit) 2,938.2 50.9 17.1 (19.4) — 2,986.8
Net income (loss) (1) 4,435.0 79.1 25.5 (36.2) — 4,503.4
Net income (loss) attributable to common stock 4,381.0 68.9 22.5 (29.0) — 4,443.4
Segment assets 13,535.6 4,994.5 1,413.4 4,781.7 (1,180.8) 23,544.4
Capital expenditures 1,119.0 373.0 66.0 37.0 — 1,595.0
2008
Unaffiliated revenues $ 15,798.6 $ 2,679.5 $ 1,004.7 $ 259.1 $ — $ 19,741.9
Intersegment revenues 891.9 0.2 19.3 0.2 (911.6) —

Total revenues 16,690.5 2,679.7 1,024.0 259.3 (911.6) 19,741.9
Depreciation, depletion, and amortization 287.1 184.2 43.7 68.2 — 583.2
Fixed charges 191.4 113.5 26.3 1.7 16.2 349.1
Income tax (benefit) expense (99.5) (4.9) 25.5 0.6 — (78.3)
Net (loss) income (2) (1,374.6) 11.1 40.4 4.7 — (1,318.4)
Net (loss) income attributable to common stock (1,357.4) 1.1 37.2 4.7 — (1,314.4)
Segment assets (3) 13,857.9 4,620.3 1,392.4 3,508.5 (1,095.0) 22,284.1
Capital expenditures 1,675.0 388.0 74.0 86.0 — 2,223.0
2007
Unaffiliated revenues $ 17,537.0 $ 2,455.6 $ 943.0 $ 249.5 $ — $ 21,185.1
Intersegment revenues 1,199.4 0.1 19.8 0.3 (1,219.6) —

Total revenues 18,736.4 2,455.7 962.8 249.8 (1,219.6) 21,185.1
Depreciation, depletion, and amortization 269.9 187.4 46.8 53.7 — 557.8
Fixed charges 86.9 97.6 27.7 8.6 71.6 292.4
Income tax expense 332.7 64.6 22.8 8.2 — 428.3
Income from discontinued operations (0.9) — — — — (0.9)
Net income (4) 677.0 107.9 32.0 16.6 — 833.5
Net income attributable to common stock 678.3 97.9 28.8 16.5 — 821.5
Segment assets 15,947.7 4,378.4 1,293.6 458.6 (336.0) 21,742.3
Capital expenditures 1,178.0 340.0 62.0 85.0 — 1,665.0

(1) Our merchant energy business recognized the following after-tax items: gain on sale of a 49.99% membership interest in CENG to EDF of
$4,456.1 million, amortization of basis difference in investment in CENG of ($17.8) million, loss on the early extinguishment of zero coupon
senior notes of $10.0 million, impairment losses and other costs of $84.7 million, workforce reduction costs of $9.3 million, merger termination
and strategic alternatives costs of $13.8 million, losses on divestitures, which include losses on the sales of the international commodities and gas
trading operations, the reclassification of losses on previously designated cash-flow hedges from Accumulated Other Comprehensive Loss because the
forecasted transactions are probable of not occurring, earnings that are no longer part of our core business, of $371.9 million, and impairment
charges of our nuclear decommissioning trust assets through November 6, 2009 of $46.8 million. Our regulated electric and gas businesses
recognized after-tax charges of $56.7 million and $10.4 million, respectively, for the accrual of a residential customer credit. Our holding company
and other nonregulated businesses recognized after-tax charges of $11.5 million for impairment losses and other costs and $2.9 million for losses on
divestitures. We discuss these items in more detail in Note 2.

(2) Our merchant energy business recognized the following after-tax charges: impairment losses and other costs of $470.7 million, workforce reduction
costs of $9.3 million, merger termination and strategic alternatives costs of $1,204.4 million, net emission allowance write-down of $28.7 million,
a net gain on the sale of upstream gas properties of $16.0 million, a gain on sale of a dry bulk vessel of $18.9 million, and an impairment
charge of our nuclear decommissioning trust assets of $82.0 million. Our regulated electric business recognized after-tax charges related to workforce
reduction costs of $2.8 million and the Maryland settlement credit of $110.5 million. Our regulated gas business recognized an after-tax charge
related to workforce reduction costs of $1.0 million. Our holding company and other nonregulated business recognized an after-tax charge related
to workforce reduction costs of $0.3 million. We discuss these items in more detail in Note 2.

(3) At December 31, 2008, Holding Company and Other Nonregulated segment assets include approximately $1.6 billion of intercompany receivables
from the merchant energy business, primarily relating to the allocation of merger termination costs of approximately $1.2 billion to these businesses,
and $1.0 billion of restricted cash related to the issuance of Series B Preferred Stock to EDF. These funds are held at the holding company and are
restricted for payment of the 14% Senior Notes held by MidAmerican. The 14% Senior Notes were repaid in full in January 2009.

(4) Our merchant energy business recognized an after-tax loss of $12.2 million related to a cancelled wind development project, an after-tax gain of
$39.2 million on sales of CEP equity, and an after-tax charge of $1.4 million for workforce reduction costs as described in more detail in Note 2.
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4 Investments

Investments in Joint Ventures, Qualifying Facilities and We are actively involved in our nuclear joint ventures,
Power Projects, and CEP qualifying facilities and power projects. Our percentage voting
Investments in joint ventures, qualifying facilities, domestic interests in these investments accounted for under the equity
power projects, and CEP consist of the following: method range from 20% to 50.01%. Equity in earnings of these

investments is as follows:
At December 31, 2009 2008

Year ended December 31, 2009 2008 2007(In millions)
(In millions)Joint Ventures:

CENG $ 33.9 $ — $ —CENG $5,222.9 $ —
Amortization of basis difference inUNE 122.0 51.0

CENG (see Note 2 for more detail) (29.6) — —Shipping JV — 59.9
Qualifying facilities and domestic power Total equity investment earnings—

projects: CENG 4.3 — —
Coal 119.7 119.5 UNE (24.7) (5.9) 1.9
Hydroelectric 55.2 55.6 Shipping JV (1.8) 37.4 (0.6)
Geothermal 40.0 37.0 CEP (4.6) 7.7 6.1
Biomass 56.2 58.2 Qualifying facilities and domestic
Fuel Processing 24.3 15.0 power projects 20.7 37.2 0.7
Solar 6.9 6.9

Total equity investment earnings $ (6.1) $76.4 $ 8.1CEP — 17.7
Other — 0.2

We describe each of these investments below.
Total $5,647.2 $421.0

Joint Ventures
Investments in joint ventures, qualifying facilities, domestic CENG

power projects, and CEP were accounted for under the following On November 6, 2009, we completed the sale of a 49.99%
methods: membership interest in CENG, our nuclear generation and

operation business, to EDF. As a result of this transaction, we
At December 31, 2009 2008 deconsolidated CENG and began to record our 50.01%

investment in CENG under the equity method of accounting.(In millions)
Because the transaction occurred on November 6, 2009, weEquity method $5,640.3 $414.1
recorded $4.3 million of equity investment earnings in CENG,Cost method 6.9 6.9
which represents our share of earnings from CENG from

Total $5,647.2 $421.0
November 6, 2009 through December 31, 2009, net of the
amortization of the basis difference in CENG. The basis
difference is the difference between the fair value of our
investment in CENG at closing and our share of the underlying
equity in CENG, because the underlying assets and liabilities of
CENG were retained at their carrying value. See Note 2 for a
more detailed discussion.

Summarized balance sheet information for CENG is as
follows:

At December 31, 2009

(In millions)
Current assets $ 513.0
Noncurrent assets 4,404.2
Current liabilities 556.9
Noncurrent liabilities 1,716.1
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Summarized income statement information for CENG is as Shipping JV
follows: In December 2006, we formed a shipping joint venture in

which our merchant energy business had a 50% ownership
For the period from November 6, 2009 through

interest. We sold our interest in this joint venture during 2009
December 31, 2009

for negligible proceeds.
(In millions)

Revenues $217.6 Qualifying Facilities and Power Projects
Fuel and purchased energy expenses 29.8 Our merchant energy business holds up to a 50% voting interest
Income from operations 64.6 in 18 operating domestic energy projects that consist of electric
Net income 68.5 generation, fuel processing, or fuel handling facilities. Of these

18 projects, 16 are ‘‘qualifying facilities’’ that receive certain
In future periods, we may be eligible for distributions from

exemptions and pricing under the Public Utility Regulatory
CENG in excess of our 50.01% ownership interest based on tax

Policies Act of 1978 based on the facilities’ energy source or the
sharing provisions contained in the operating agreement for

use of a cogeneration process.
CENG. We would record these distributions, if realized, in
earnings in the period received.

CEP
In November 2006, CEP, a limited liability company formed by

UNE
our merchant energy business, completed an initial public

In August 2007, we formed a joint venture, UNE with EDF.
offering. As of December 31, 2006, we owned approximately

We have a 50% ownership interest in this joint venture to
54% of CEP and consolidated CEP. During the second quarter

develop, own, and operate new nuclear projects in the United
of 2007, CEP issued additional equity to the public and our

States and Canada. The agreement with EDF includes a
ownership percentage fell below 50%. Therefore, we

phased-in investment of $625 million by EDF in UNE. We and
deconsolidated CEP and began accounting for our investment

EDF have contributed assets to UNE with the following
using the equity method. As of December 31, 2009, we hold a

carrying values:
28.5% voting interest in CEP.

Investment by
Investments Classified as Available-for-SaleConstellation
We classify the following investments as available-for-sale:Year ended December 31, Energy EDF

♦ nuclear decommissioning trust funds (through
(In millions) November 6, 2009), and

2009 (1) $91.6 $ 91.6 ♦ trust assets securing certain executive benefits.
2008 1.7 175.0 This means we do not expect to hold these investments to
2007 48.7 350.0

maturity, and we do not consider them trading securities. We
(1) Amounts contributed to fund UNE’s capital requirements. record these investments at fair value on our Consolidated

EDF’s contribution does not count toward its $625 million Balance Sheets.
obligation. We show the fair values, gross unrealized gains and losses,

and adjusted cost basis for all of our available-for-sale securities
EDF will contribute up to an additional $100 million to in the following tables. We use specific identification to

UNE, for a total of $625 million, upon reaching additional determine cost in computing realized gains and losses.
licensing milestones.

As of December 31, 2009, UNE’s capitalized construction Adjusted Unrealized Unrealized Fair
work in progress was approximately $510 million. Such amounts At December 31, 2009 Cost Gains Losses Value
are being capitalized based on UNE’s assessment that

(In millions)
construction of new nuclear projects is probable. Should that Money market funds $ 0.1 $ — $— $ 0.1
expectation change, previously capitalized costs would be Mutual funds 16.1 2.8 — 18.9
written-off by UNE and we would be required to recognize our

Totals $16.2 $2.8 $— $19.0
proportionate share of such charges. In the event that our
portion of any losses incurred by UNE exceed our investment,

Adjusted Unrealized Unrealized Fairwe will continue to record those losses in earnings unless it is
At December 31, 2008 Cost Gains Losses Valuedetermined that UNE will cease operations and subsequently be

dissolved. (In millions)
Money market funds $ 17.6 $ — $ — $ 17.6We also believe that UNE’s construction of new nuclear
Marketable equity securities 700.9 41.5 (2.1) 740.3projects is probable. Should that assessment change, we would
Corporate debt and U.Sbe required to evaluate our investment in UNE for potential

Treasuries 224.8 6.8 — 231.6impairment.
State municipal bonds 46.2 1.3 — 47.5

Totals $989.5 $49.6 $(2.1) $1,037.0
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On November 6, 2009, we removed the nuclear stabilization charges are not sufficient to cover the bond
decommissioning trust fund assets from our Consolidated principal and interest payments of BondCo.
Balance Sheets as part of the deconsolidation of CENG During the second quarter of 2009, our retail gas customer
described in Note 2. Prior to November 6, 2009, the investments supply operation formed two new entities and combined them
in our nuclear decommissioning trust funds were managed by with our existing retail gas customer supply operation into a
third parties who have independent discretion over the purchases retail gas entity group for the purpose of entering into a
and sales of securities. We recognized impairments for any of collateralized gas supply agreement with a third party gas
these investments for which the fair value declines below our supplier. While we own 100% of these entities, we determined
book value. We recognized $62.6 million and $165.0 million in that the retail gas entity group is a VIE because there is not
pre-tax impairment losses on our nuclear decommissioning trust sufficient equity to fund the group’s activities without the
investments during 2009 and 2008, respectively. There were additional credit support we provide in the form of a letter of
immaterial impairments in 2007. These impairments are credit and a parental guarantee. We are the primary beneficiary
included as part of gross realized losses in the following table. of the retail gas entity group; accordingly, we consolidate the

Gross and net realized gains and losses on available-for-sale retail gas entity group as a VIE, including the existing retail gas
securities were as follows: customer supply operation, which we formerly consolidated as a

voting interest entity.
Year ended December 31, 2009 2008 2007 The gas supply arrangement is collateralized as follows:

(In millions) ♦ The assets of the retail gas entity group must be used to
Gross realized gains $ 29.8 $ 49.6 $ 33.5 settle obligations under the third party gas supply
Gross realized losses (86.9) (210.4) (30.9) agreement before it can make any distributions to us,

♦ The third party gas supplier has a collateral interest inNet realized (losses) gains $(57.1) $(160.8) $ 2.6
all of the assets and equity of the retail gas entity group,
and

Investments in Variable Interest Entities ♦ We provided a $100 million parental guarantee and a
As of December 31, 2009, we consolidated three variable interest $65 million letter of credit to the third party gas
entities (VIE) in which we were the primary beneficiary, and we supplier in support of the retail gas entity group.
had significant interests in six VIEs for which we did not have Other than credit support provided by the parental
controlling financial interests and, accordingly, were not the guarantee and the letter of credit, we do not have any
primary beneficiary. See Note 1 for estimated impacts of new contractual or other obligations to provide additional financial
accounting requirements for VIEs in 2010. support to the retail gas entity group. The retail gas entity group

creditors do not have any recourse to our general credit. Finally,
Consolidated Variable Interest Entities we did not provide any financial support to the retail gas entity
In 2007, BGE formed RSB BondCo LLC (BondCo), a special group during 2009, other than the equity contributions, parental
purpose bankruptcy-remote limited liability company, to acquire guarantee and the letter of credit.
and hold rate stabilization property and to issue and service We also consolidate a retail power supply VIE for which we
bonds secured by the rate stabilization property. In June 2007, became the primary beneficiary in 2008 as a result of a
BondCo purchased rate stabilization property from BGE, modification to its contractual arrangements that changed the
including the right to assess, collect, and receive non-bypassable allocation of the economic risks and rewards of the VIE among
rate stabilization charges payable by all residential electric the variable interest holders. The consolidation of this VIE did
customers of BGE. These charges are being assessed in order to not have a material impact on our financial results or financial
recover previously incurred power purchase costs that BGE condition.
deferred pursuant to Senate Bill 1. The carrying amounts and classification of the above

BGE determined that BondCo is a VIE for which it is the consolidated VIEs’ assets and liabilities included in our
primary beneficiary. As a result, BGE, and we, consolidated consolidated financial statements at December 31, 2009 are as
BondCo. follows:

The BondCo assets are restricted and can only be used to
settle the obligations of BondCo. Further, BGE is required to (In millions)
remit all payments it receives from customers for rate

Current assets $608.9stabilization charges to BondCo. During 2009, 2008, and 2007,
Noncurrent assets 67.7BGE remitted $85.8 million, $87.2 million, and $38.4 million,

respectively, to BondCo. Total Assets $676.6
BGE did not provide any additional financial support to

BondCo during 2009. Further, BGE does not have any Current liabilities $509.9
contractual commitments or obligations to provide additional Noncurrent liabilities 420.3
financial support to BondCo unless additional rate stabilization Total Liabilities $930.2
bonds are issued. The BondCo creditors do not have any
recourse to the general credit of BGE in the event the rate
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All of the assets in the table above are restricted for The following is summary information available as of
settlement of the VIE obligations and all of the liabilities in the December 31, 2009 about these entities:
preceding table can only be settled using VIE resources.

PowerDuring 2010, as part of the 2009 order from the Maryland
Contract All

PSC approving our transaction with EDF, we created RF Monetization Other
VIEs VIEs TotalHoldCo, a bankruptcy-remote special purpose subsidiary to hold

all of the common equity interests in BGE. This subsidiary is (In millions)
not a VIE. However, due to our ownership structure, we will Total assets $568.3 $338.6 $906.9
consolidate this subsidiary as a voting interest entity. Total liabilities 460.4 77.9 538.3

BGE and RF HoldCo are separate legal entities and are not Our ownership interest — 62.6 62.6
liable for the debts of Constellation Energy. Accordingly, Other ownership interests 107.9 198.1 306.0
creditors of Constellation Energy may not satisfy their debts Our maximum exposure to
from the assets of BGE and RF HoldCo except as required by loss 34.7 64.6 99.3
applicable law or regulation. Similarly, Constellation Energy is Carrying amount and
not liable for the debts of BGE or RF HoldCo. Accordingly, location of variable interest
creditors of BGE and RF HoldCo may not satisfy their debts on balance sheet:
from the assets of Constellation Energy except as required by —Other investments — 62.6 62.6
applicable law or regulation.

Our maximum exposure to loss is the loss that we would
Unconsolidated Variable Interest Entities incur in the unlikely event that our interests in all of these
As of December 31, 2009, we had significant interests in six entities were to become worthless and we were required to fund
VIEs for which we were not the primary beneficiary. We have the full amount of all guarantees associated with these entities.
not provided any material financial or other support to these Our maximum exposure to loss as of December 31, 2009
entities during 2009. consists of the following:

The nature of these entities and our involvement with them ♦ outstanding receivables, loans, and letters of credit
are described in the following table: totaling $34.7 million,

♦ the carrying amount of our investment totaling
Obligations or

$62.6 million, andNature of Requirement
Nature of Constellation to Provide ♦ debt and payment guarantees totaling $2.0 million.Entity Energy Financial Date of

VIE Category Financing Involvement Support Involvement We assess the risk of a loss equal to our maximum exposure
to be remote and, accordingly have not recognized a liabilityPower contract Combination Power sale $34.7 million March 2005

monetization of debt and agreements, in letters of associated with any portion of the maximum exposure to loss. In
entities equity loans, and credit addition, there are no agreements with, or commitments by,
(2 entities) financing guarantees

third parties that would affect the fair value or risk of our
Power projects Combination Equity $2.0 million Prior to variable interests in these variable interest entities.

and fuel of debt and investments debt guarantee 2003
supply equity and guarantees and working

Power Contract Monetization VIEsentities financing capital funding
(4 entities) In March 2005, our merchant energy business closed a

transaction in which we assumed from a counterparty two power
sales contracts with previously existing VIEs. The VIEsFor purposes of aggregating the various VIEs for disclosure,
previously were created by the counterparty to issue debt inwe evaluated the risk and reward characteristics for, and the
order to monetize the value of the original contracts to purchasesignificance of, each VIE. We discuss in greater detail the nature
and sell power. Under the power sales contracts, we sell power toof our involvement with the power contract monetization VIEs
the VIEs which, in turn, sell that power to an electricin the Power Contract Monetization VIEs section below.
distribution utility through 2013. In connection with this
transaction, a third party acquired the equity of the VIEs and
we loaned that party a portion of the purchase price. If the
electric distribution utility were to default under its obligation to
buy power from the VIEs, the equity holder could transfer its
equity interests to us in lieu of repaying the loan. In this event,
we would have the right to seek recovery of our losses from the
electric distribution utility.
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5 Intangible Assets

Goodwill We recognized amortization expense related to our
Goodwill is the excess of the cost of an acquisition over the fair intangible assets as follows:
value of the net assets acquired. As of December 31, 2009, our

Year Ended December 31, 2009 2008 2007goodwill balance was primarily related to our other nonregulated
businesses. Prior to September 30, 2008, our goodwill balance (In millions)
was primarily related to our merchant energy business Nonregulated businesses $74.2 $66.8 $51.9
acquisitions. Goodwill is not amortized; rather, it is evaluated for BGE 23.6 20.1 20.2
impairment at least annually. We evaluated our goodwill in 2008 Total Constellation Energy $97.8 $86.9 $72.1
and recorded a $266.5 million impairment charge in 2008,
which related solely to our merchant energy segment. We discuss
this impairment charge in more detail in Note 2. The following is our, and BGE’s, estimated amortization

The changes in the gross amount of goodwill and the expense related to our intangible assets for 2010 through 2014
accumulated impairment losses for the years ended for the intangible assets included in our, and BGE’s,
December 31, 2009 and 2008 are as follows: Consolidated Balance Sheets at December 31, 2009:

Year Ended December 31, 2010 2011 2012 2013 2014At December 31, 2009 2008
(In millions)

(In millions) Estimated amortization expense—
Balance as of January 1,: Nonregulated businesses $56.7 $45.1 $25.7 $ 9.9 $ 4.4

Estimated amortization expense—BGE 24.6 21.9 15.3 11.6 7.4Gross goodwill $ 271.1 $ 261.3
Accumulated impairment losses (266.5) — Total estimated amortization expense—

Constellation Energy $81.3 $67.0 $41.0 $21.5 $11.8
Net goodwill 4.6 261.3
Goodwill acquired 18.6 9.8
Impairment losses — (266.5) Unamortized Energy Contracts
Other purchase price adjustments 2.3 — As discussed in Note 1, unamortized energy contract assets and

liabilities represent the remaining unamortized balance ofBalance as of December 31,
nonderivative energy contracts acquired, certain contracts whichGross goodwill 292.0 271.1
no longer qualify as derivatives due to the absence of a liquidAccumulated impairment losses (266.5) (266.5)
market, or derivatives designated as normal purchases and

Net goodwill $ 25.5 $ 4.6 normal sales, which we previously recorded as derivative assets
and liabilities. Unamortized energy contract assets also include
the power purchase agreement entered into with CENG with aFor tax purposes, $18.6 million of our goodwill balance at
fair value of approximately $0.8 billion. See Note 16 for moreDecember 31, 2009 is deductible.
details on this power purchase agreement.

We present separately in our Consolidated Balance SheetsIntangible Assets Subject to Amortization
the net unamortized energy contract assets and liabilities forIntangible assets with finite lives are subject to amortization over
these contracts. The table below presents the gross and nettheir estimated useful lives. The primary assets included in this
carrying amount and accumulated amortization of the netcategory are as follows:
liability that we have recorded in our Consolidated Balance

At December 31, 2009 2008 Sheets:
Accumul- Accumul-

At December 31 2009 2008Gross ated Gross ated
Carrying Amortiz- Net Carrying Amortiz- Net Accumul- Accumul-
Amount ation Asset Amount ation Asset ated ated

Carrying Amortiz- Net Carrying Amortiz- Net(In millions)
Amount ation Liability Amount ation Liability

Software $580.5 $(347.3) $233.2 $554.9 $(291.5) $263.4
(In millions)Permits and licenses 2.2 (0.8) 1.4 64.9 (10.0) 54.9

UnamortizedOperating manuals
energyand procedures — — — 38.6 (8.6) 30.0
contracts, net $(1,587.1) $1,584.5 $ (2.6) $(2,332.3) $1,286.8 $(1,045.5)Other 29.0 (13.9) 15.1 43.9 (22.6) 21.3

Total $611.7 $(362.0) $249.7 $702.3 $(332.7) $369.6

We recognized amortization expense of $353.1 million,
BGE had intangible assets with a gross carrying amount of $242.5 million and $390.4 million, and $423.7 million related to these energy
accumulated amortization of $148.8 million at December 31, 2009 and $217.0 million contract assets for the years ended December 31, 2009, 2008,
and accumulated amortization of $131.4 million at December 31, 2008 that are and 2007 for our nonregulated businesses.
included in the table above. Substantially all of BGE’s intangible assets relate to software. The table below presents the estimated amortization for

these assets and liabilities over the next five-years:

Year Ended December 31, 2010 2011 2012 2013 2014

(In millions)
Estimated amortization $45.6 $295.1 $(89.8) $(92.3) $(72.1)
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6 Regulatory Assets (net)

As discussed in Note 1, the Maryland PSC and the FERC certain applicable carrying charges as a regulatory asset related to
provide the final determination of the rates we charge our the rate stabilization plans. During 2009 and 2008, BGE
customers for our regulated businesses. Generally, we use the recovered $51.4 million and $57.1 million, respectively, of
same accounting policies and practices used by nonregulated electricity purchased for resale expenses and carrying charges
companies for financial reporting under accounting principles related to the rate stabilization plan regulatory asset. BGE began
generally accepted in the United States of America. However, amortizing the regulatory asset associated with the deferral which
sometimes the Maryland PSC or FERC orders an accounting ended in May 2007 to earnings over a period not to exceed ten
treatment different from that used by nonregulated companies to years when collection from customers began in June 2007.
determine the rates we charge our customers. When this Customers who participated in the deferral from June 1, 2007 to
happens, we must defer certain regulated expenses and income December 31, 2007 are repaying the deferred charges without
in our Consolidated Balance Sheets as regulatory assets and interest over a 21-month period which began in April 2008 and
liabilities. We then record them in our Consolidated Statements ended in December 2009.
of Income (Loss) (using amortization) when we include them in
the rates we charge our customers. Other

We summarize regulatory assets and liabilities in the As described in Note 1, deferred fuel costs are the difference
following table, and we discuss each of them separately below. between our actual costs of purchased energy and our fuel rate

revenues collected from customers. We reduce deferred fuel costs
At December 31, 2009 2008 as we collect them from our customers.

We exclude deferred fuel costs from rate base because their(In millions)
existence is relatively short-lived. These costs are recovered in theDeferred fuel costs
following year through our fuel rates.Rate stabilization deferral $ 477.5 $ 536.3

Other 14.3 24.4
Electric generation-related regulatory asset 102.5 118.0 Electric Generation-Related Regulatory Asset
Net cost of removal (210.1) (198.0) As a result of the deregulation of electric generation, BGE ceased
Income taxes recoverable through future to meet the requirements for accounting for a regulated business

rates (net) 67.6 63.2 for the previous electric generation portion of its business. As a
Deferred smart energy savers program result, BGE wrote-off its entire individual, generation-related

costs 22.1 15.6
regulatory assets and liabilities. BGE established a single,Deferred postretirement and
generation-related regulatory asset to be collected through itspostemployment benefit costs 9.6 12.9
regulated rates, which is being amortized on a basis thatDeferred environmental costs 6.5 7.7
approximates the pre-existing individual regulatory assetWorkforce reduction costs 1.5 —
amortization schedules.Other (net) (4.6) (5.7)

A portion of this regulatory asset represents income taxesTotal regulatory assets (net) 486.9 574.4
recoverable through future rates that do not earn a regulated rateLess: Current portion of regulatory assets
of return. These amounts were $62.8 million as of(net) 72.5 79.7
December 31, 2009 and $72.4 million as of December 31,Long-term portion of regulatory assets
2008. We will continue to amortize this amount through 2017.(net) $ 414.4 $ 494.7

Net Cost of Removal
Deferred Fuel Costs As discussed in Note 1, we use the group depreciation method
Rate Stabilization Deferral for the regulated business. This method is currently an
In June 2006, Senate Bill 1 was enacted in Maryland and acceptable method of accounting under accounting principles
imposed a rate stabilization measure that capped rate increases generally accepted in the United States of America and has been
by BGE for residential electric customers at 15% from July 1, widely used in the energy, transportation, and
2006 to May 31, 2007. As a result, BGE recorded a regulatory telecommunication industries.
asset on its Consolidated Balance Sheets equal to the difference Historically, under the group depreciation method, the
between the costs to purchase power and the revenues collected anticipated costs of removing assets upon retirement were
from customers, as well as related carrying charges based on provided for over the life of those assets as a component of
short-term interest rates from July 1, 2006 to May 31, 2007. In depreciation expense. However, effective January 1, 2003, the
addition, as required by Senate Bill 1, the Maryland PSC recognition of expected net future costs of removal is shown as a
approved a plan that allowed residential electric customers the component of depreciation expense or accumulated depreciation.
option to further defer the transition to market rates from BGE is required by the Maryland PSC to use the group
June 1, 2007 to January 1, 2008. During 2007, BGE deferred depreciation method, including cost of removal, under regulatory
$306.4 million of electricity purchased for resale expenses and accounting. For ratemaking purposes, net cost of removal is a
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Deferred Postretirement and Postemployment Benefitcomponent of depreciation expense and the related accumulated
Costsdepreciation balance is included as a net reduction to BGE’s rate
We record a regulatory asset for the deferred postretirement andbase investment. For financial reporting purposes, BGE
postemployment benefit costs in excess of the costs we includedcontinues to accrue for the future cost of removal for its
in the rates we charged our customers through 1997. We beganregulated gas and electric assets by increasing a regulatory
amortizing these costs over a 15-year period in 1998.liability. This liability is relieved when actual removal costs are

incurred.
Deferred Environmental Costs
Deferred environmental costs are the estimated costs ofIncome Taxes Recoverable Through Future Rates (net)
investigating and cleaning up contaminated sites we own. WeAs described in Note 1, income taxes recoverable through future
discuss this further in Note 12. We amortized $21.6 million ofrates are the portion of our net deferred income tax liability that
these costs (the amount we had incurred through October 1995)is applicable to our regulated business, but has not been reflected
and are amortizing $6.4 million of these costs (the amount wein the rates we charge our customers. These income taxes
incurred from November 1995 through June 2000) over 10-yearrepresent the tax effect of temporary differences in depreciation
periods in accordance with the Maryland PSC’s orders. Weand the allowance for equity funds used during construction,
applied for and received rate relief for an additional $5.4 millionoffset by differences in deferred tax rates and deferred taxes on
of clean-up costs incurred during the period from July 2000deferred investment tax credits. We amortize these amounts as
through November 2005. These costs are being amortized over athe temporary differences reverse.
10-year period that began in January 2006.

Deferred Smart Energy Savers Program Costs
Workforce Reduction CostsDeferred Smart Energy Savers Program costs are the costs
The portion of the costs associated with our 2008 workforceincurred to implement demand response, conservation, and
reduction program that relate to BGE’s gas business wereadvanced metering programs. These programs are designed to
deferred in 2009 as a regulatory asset in accordance with thehelp BGE manage peak demand, improve system reliability,
Maryland PSC’s orders in prior rate cases and are beingreduce customer consumption, and improve service to customers
amortized over a 5-year period that began in January 2009.by giving customers greater control over their energy use. Actual

costs incurred in the demand response program, which began in
Other (Net)January 2008, are being amortized over a 5-year period from the
Other regulatory assets are comprised of a variety of currentdate incurred pursuant to an order by the Maryland PSC. Actual
assets and liabilities that do not earn a regulatory rate of returncosts incurred in the conservation program, which began in
due to their short-term nature.February 2009, are being amortized as incurred pursuant to an

order by the Maryland PSC.
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7 Pension, Postretirement, Other Postemployment, and Employee Savings Plan Benefits

Postretirement BenefitsWe offer pension, postretirement, other postemployment, and
We sponsor defined benefit postretirement health care and lifeemployee savings plan benefits. BGE employees participate in
insurance plans that cover the majority of our employees.the benefit plans that we offer. We describe each of our plans
Generally, we calculate the benefits under these plans based onseparately below. Nine Mile Point, owned by CENG, offers its
age, years of service, and pension benefit levels or final base pay.own pension, postretirement, other postemployment, and
We do not fund these plans. For nearly all of the health careemployee savings plan benefits to its employees. In connection
plans, retirees make contributions to cover a portion of the planwith the deconsolidation of CENG as a result of the investment
costs. For the life insurance plan, retirees do not makein CENG by EDF on November 6, 2009, the Nine Mile Point
contributions to cover a portion of the plan costs.plan is no longer included in our consolidated results. In

Effective in 2002, we amended our postretirement medicaladdition, benefit plan assets and obligations relating to CENG
plans for all subsidiaries other than Nine Mile Point. Ouremployees that previously participated in our plans were
contributions for retiree medical coverage for future retirees whotransferred into new CENG plans that are no longer included in
were under the age of 55 on January 1, 2002 are capped at theour consolidated results. Therefore, the tables below include the
2002 level. We also amended our plans to increase the Medicarebenefits for the CENG plans, including Nine Mile Point, only
eligible retirees’ share of medical costs.through November 6, 2009.

In 2003, the President signed into law the MedicareWe use a December 31 measurement date for our pension,
Prescription Drug Improvement and Modernization Act of 2003

postretirement, other postemployment, and employee savings
(the Act). This legislation provides a prescription drug benefit

plans. The following table summarizes our defined benefit
for Medicare beneficiaries, a benefit that we provide to our

liabilities and their classification in our Consolidated Balance Medicare eligible retirees. Our actuaries concluded that
Sheets: prescription drug benefits available under our postretirement

medical plan are ‘‘actuarially equivalent’’ to Medicare Part D andAt December 31, 2009 2008
thus qualify for the subsidy under the Act. This subsidy reduced

(In millions) our 2009 Accumulated Postretirement Benefit Obligation by
Pension benefits $411.7 $ 936.7 $28.4 million and our 2009 postretirement medical payments by
Postretirement benefits 322.3 415.4 $2.8 million.
Postemployment benefits 50.6 59.9

Liability AdjustmentsTotal defined benefit obligations 784.6 1,412.0
At December 31, 2009 and 2008, our pension obligations wereLess: Amount recorded in other current
greater than the fair value of our plan assets for our qualifiedliabilities 40.7 57.7
and our nonqualified pension plans as follows:

Total noncurrent defined benefit
Qualified Plansobligations $743.9 $1,354.3 Non-Qualified

At December 31, 2009 Nine Mile Other Plans Total
Pension Benefits (In millions)
We sponsor several defined benefit pension plans for our Accumulated benefit
employees. These include basic qualified plans that most obligation $— $1,277.5 $84.1 $1,361.6

Fair value of assets — 1,058.1 — 1,058.1employees participate in and several non-qualified plans that are
available only to certain employees. A defined benefit plan Unfunded obligation $— $ 219.4 $84.1 $ 303.5
specifies the amount of benefits a plan participant is to receive
using information about the participant. Employees do not Qualified Plans Non-Qualifiedcontribute to these plans. Generally, we calculate the benefits

At December 31, 2008 Nine Mile Other Plans Total
under these plans based on age, years of service, and pay.

(In millions)Sometimes we amend the plans retroactively. These
Accumulated benefitretroactive plan amendments require us to recalculate benefits

obligation $123.7 $ 1,417.3 $99.8 $ 1,640.8
related to participants’ past service. We amortize the change in Fair value of assets 63.3 804.3 — 867.6
the benefit costs from these plan amendments on a straight-line

Unfunded obligation $ 60.4 $ 613.0 $99.8 $ 773.2basis over the average remaining service period of active
employees.

We are required to reflect the funded status of our pensionWe fund the qualified plans by contributing at least the
plans in terms of the projected benefit obligation, which isminimum amount required under IRS regulations. We calculate
higher than the accumulated benefit obligation because itthe amount of funding using an actuarial method called the
includes the impact of expected future compensation increasesprojected unit credit cost method. The assets in all of the plans
on the pension obligation. We reflect the funded status of ourat December 31, 2009 and 2008 were mostly marketable equity
postretirement benefits in terms of the accumulatedand fixed income securities.
postretirement benefit obligation.
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Pension PostretirementThe following table summarizes the impacts of funded
Benefits Benefitsstatus adjustments recorded during 2009 and 2008:

2009 2008 2009 2008
Accumulated Other (In millions)

ComprehensivePostretirement Change in plan assetsIncome (Loss)Pension Benefit Fair value of plan assets at
Liability Liability Pre-tax After-tax

January 1 $ 867.6 $1,258.5 $ — $ —
(In millions) Actual return on plan assets 217.6 (364.9) — —

December 31, Employer contribution (1) 341.5 86.2 24.4 27.5
2009 $ (49.3) $ 1.0 $ 48.3 $ 25.4 Plan participants’

contributions — — 10.2 10.8November 6,
Separation of CENG Plan (234.4) — — —2009 (1) $ (211.7) $ (20.9) $ 232.6 $ 138.0
Settlements (19.0) — — —

December 31, Benefits paid (2)(3) (115.2) (112.2) (34.6) (38.3)
2008 $ 590.7 $ (9.5) $ (581.2) $ (347.1)

Fair value of plan assets at
(1) We performed a remeasurement of our pension and postretirement December 31 $1,058.1 $ 867.6 $ — $ —

obligations at November 6, 2009 in connection with the separation
of a portion of those plans upon the deconsolidation of CENG. (1) Includes benefit payments for unfunded plans.

(2) Pension benefits paid include annuity payments and lump-sum
Obligations and Assets distributions.

(3) Postretirement benefits paid are net of Medicare Part D reimbursements.As a result of workforce reduction initiatives, pension and
postretirement special termination benefits were recorded in

Net Periodic Benefit Cost and Amounts Recognized in2009, 2008 and 2007. We discuss the workforce reduction
Other Comprehensive Incomeinitiatives further in Note 2.
We show the components of net periodic pension benefit cost inWe show the change in the benefit obligations and plan
the following table:assets of the pension and postretirement benefit plans in the

following tables. Postretirement benefit plan amounts are Year Ended December 31, 2009 2008 2007
presented net of expected reimbursements under Medicare

(In millions)Part D.
Components of net periodic

Pension Postretirement pension benefit cost
Benefits Benefits

Service cost $ 50.8 $ 55.4 $ 49.4
2009 2008 2009 2008 Interest cost 101.1 100.2 94.7

(In millions) Expected return on plan assets (118.9) (111.3) (102.6)
Change in benefit

Amortization of unrecognizedobligation (1)
prior service cost 10.9 10.9 5.2Benefit obligation at

January 1 $1,804.3 $1,644.2 $415.4 $421.5 Recognized net actuarial loss 38.3 24.7 32.7
Service cost 50.8 55.4 6.3 6.1 Amount capitalized as
Interest cost 101.1 100.2 22.6 24.0 construction cost (10.2) (10.2) (11.7)Plan amendments 2.4 12.1 — —
Plan participants’ Net periodic pension benefit

contributions — — 10.2 10.8 cost (1) $ 72.0 $ 69.7 $ 67.7
Actuarial loss (gain) 55.8 102.4 1.0 (9.5)
Separation of CENG Plan (410.5) — (98.6) — (1) Net periodic pension benefit cost excludes settlement charge of
Settlements (19.0) — — — $9.0 million and termination benefits of $0.1 million inSpecial termination benefits 0.1 2.2 — 0.8

2009, termination benefits of $2.2 million in 2008, andBenefits paid (2)(3) (115.2) (112.2) (34.6) (38.3)
termination benefits of $1.2 million in 2007. BGE’s portionBenefit obligation at
of our net periodic pension benefit costs, excluding amountDecember 31 $1,469.8 $1,804.3 $322.3 $415.4
capitalized, was $27.9 million in 2009, $25.5 million in(1) Amounts reflect projected benefit obligation for pension benefits and
2008, and $32.1 million in 2007. The vast majority of ouraccumulated postretirement benefit obligation for postretirement benefits.

(2) Pension benefits paid include annuity payments and lump-sum retirees are BGE employees.
distributions.

(3) Postretirement benefits paid are net of Medicare Part D reimbursements.
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We show the components of net periodic postretirement Postretirement Benefits
benefit cost in the following table: Before After

Pension Medicare MedicareYear Ended December 31, 2009 2008 2007
Benefits Part D Subsidy Part D

(In millions)
(In millions)Components of net periodic

2010 $102.7 $ 26.8 $ 2.2 $ 24.6postretirement benefit cost
2011 94.3 27.1 2.2 24.9Service cost $ 6.3 $ 6.1 $ 6.5
2012 101.3 27.2 2.3 24.9Interest cost 22.6 24.0 24.4
2013 107.0 27.5 2.4 25.1Amortization of transition obligation 2.1 2.1 2.1
2014 111.4 27.8 2.4 25.4Recognized net actuarial loss 2.2 2.0 4.1
2015-2019 655.5 139.5 11.7 127.8Amortization of unrecognized prior

service cost (3.4) (3.5) (3.5) Assumptions
Amount capitalized as construction We made the assumptions below to calculate our pension and

cost (6.3) (7.6) (7.7) postretirement benefit obligations and periodic cost.
Net periodic postretirement benefit

Pension Postretirement Assumptioncost (1) $23.5 $23.1 $25.9
Benefits Benefits Impacts

(1) Net periodic postretirement benefit cost excludes termination 2009 2008 2009 2008 Calculation of
benefits of $0.8 million in 2008 and $0.3 million in 2007.

Discount rate 6.00% 6.00% 6.00% 6.00% BenefitBGE’s portion of our net periodic postretirement benefit cost,
Obligation

excluding amounts capitalized, was $18.7 million in 2009, and Periodic
$20.4 million in 2008, and $22.7 million in 2007. Cost

Expected return 8.50 8.75 N/A N/A Periodic Cost
In determining net periodic pension benefit cost, we apply on plan assets

our expected return on plan assets to a market-related value of Rate of 4.0 4.0 4.0 4.0 Benefit
compensation Obligationplan assets that recognizes asset gains and losses ratably over a
increase and Periodicfive-year period.

CostThe following is a summary of amounts we have recorded
in ‘‘Accumulated other comprehensive income’’ and of expected

Our discount rate is based on a bond portfolio analysis ofamortization of those amounts over the next twelve months:
high quality corporate bonds whose maturities match our
expected benefit payments. Our 8.50% overall expectedExpected

Pension Postretirement long-term rate of return on plan assets reflected our long-termAmortiz-
Benefits Benefits ation Next investment strategy in terms of asset mix targets and expected

2009 2008 2009 2008 12 Months returns for each asset class.
We determine expected return on plan assets by applying(In millions)

Unrecognized expected future asset returns provided by external sources by
actuarial loss $702.2 $ 999.8 $ 51.5 $ 78.7 $36.3 asset class to our targeted long-term asset allocations. We then

Unrecognized review actual historical plan asset returns for comparability and
prior service supplement this approach with peer group surveys when
cost 9.9 22.5 (13.9) (22.6) 1.3

available.
Unrecognized

Annual health care inflation rate assumptions also impacttransition
the calculation of our postretirement benefit obligation andobligation — — 6.2 8.5 2.1
periodic cost. We assumed the following health care inflation

Total $712.1 $1,022.3 $ 43.8 $ 64.6 $39.7
rates to produce average claims by year as shown below:

Expected Cash Benefit Payments At December 31, 2009 2008
The pension and postretirement benefits we expect to pay in

Next year 8.0% 8.0%each of the next five calendar years and in the aggregate for the
Following year 7.5% 7.5%subsequent five years are shown in the following table. These
Ultimate trend rate 5.0% 5.0%estimated benefits are based on the same assumptions used to
Year ultimate trend rate reached 2016 2015measure the benefit obligation at December 31, 2009, but

include benefits attributable to estimated future employee A one-percentage point increase in the health care inflation
service. rate from the assumed rates would increase the accumulated

postretirement benefit obligation by approximately $19.0 million
as of December 31, 2009 and would increase the combined
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service and interest costs of the postretirement benefit cost by portfolios, each of which contains investments across a spectrum
approximately $1.7 million annually. of asset classes. Second, the Committee considers the long-term

A one-percentage point decrease in the health care inflation investment horizon of the plan, which is greater than ten years.
rate from the assumed rates would decrease the accumulated The long-term horizon enables the Committee to tolerate the
postretirement benefit obligation by approximately $16.6 million risk of investment losses in the short-term with the expectation
as of December 31, 2009 and would decrease the combined of higher returns in the long-term. Third, the Committee
service and interest costs of the postretirement benefit cost by employs a thorough due diligence program prior to selecting an
approximately $1.4 million annually. investment, and a rigorous ongoing monitoring program once

assets are invested. The Committee evaluates risk on an ongoing
Qualified Pension Plan Assets basis.
Investment Strategy
We invest our qualified pension plan assets using the following Asset Allocation
investment objectives: Plan assets are diversified across various asset classes and

♦ ensure availability of funds for payment of plan benefits securities based on the investment strategy approved by the
as they become due, Committee. This policy allocation is long-term oriented and

♦ provide for a reasonable amount of long-term growth of consistent with the risk tolerance and funded status. The target
capital (both principal and income) without excessive asset allocation as well as the actual allocations for 2009 and
volatility, 2008 is provided below.

♦ produce investment results that meet or exceed the
Actualassumed long-term rate of return,

Allocation♦ reduce funded status volatility as funded status improves, Target
and At December 31, Allocation 2009 2008

♦ improve the funded status of the plan over time. Global equity securities 48%* 57% 57%
To achieve these objectives, Constellation Energy, through a Fixed income securities 30 27 26

management Investment Committee (the Committee), has Alternative investments 15 7 11
adopted an investment strategy that divides its pension High yield bonds 7 7 6
investment program into two primary portfolios: Cash and cash equivalents — 2 —

♦ return seeking assets—those assets intended to generate
Total 100% 100% 100%

returns in excess of pension liability growth, and
* 50% passively invested; 50% actively invested♦ liability hedging assets—those assets intended to have

characteristics similar to pension liabilities.
The target asset allocation also allows for investments inCurrently, the Committee allocates a substantial portion of

financial instruments, including asset-backed securities andits plan assets to return seeking assets to help reduce existing
collateralized mortgage obligations, which are exposed to risksdeficits in the funded status of the plan. As the funded status of
such as interest rate, market and overall market volatility. Theseour plans improve, the Committee expects to reduce its exposure
instruments are sensitive to changes in economic conditions.to return seeking assets and increase its liability hedging assets to
Such changes could materially affect the amounts reported.reduce its total risk.

The actual portfolio will be rebalanced in early 2010 to
reflect the recently approved target allocation. The CommitteeReturn Seeking Assets
will then rebalance our portfolio periodically when the actualThe purpose of return seeking assets is to provide investment
allocations fall outside of the ranges prescribed in the investmentreturns in excess of the growth of pension liabilities. This
policy. Further, the Committee will rebalance to de-risk thecategory includes a diversified portfolio of public equities, private
portfolio as funded status improves.equity, real estate, hedge funds, high yield bonds and other

instruments. These assets are likely to have lower correlations
Fair Value Hierarchywith the pension liabilities and lead to higher funded status risk
We determine the fair value of the plan assets using unadjustedover shorter periods of time.
quoted prices in active markets (Level 1) or pricing inputs that
are observable (Level 2) whenever that information is available.Liability Hedging Assets
We use unobservable inputs (Level 3) to estimate fair value onlyThe purpose of liability hedging assets, such as bonds, is to
when relevant observable inputs are not available. We classifyhedge against interest rate changes. Exposure to liability hedging
assets within this fair value hierarchy based on the lowest level ofassets is intended to reduce the volatility of plan funded status,
input that is significant to the fair value measurement of eachcontributions, and pension expense.
individual asset taken as a whole.

Risk Management
The Committee manages plan asset risk using several
approaches. First, the assets are invested in two diverse
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The following table sets forth by level, within the fair value The following table summarizes the changes in the fair
value of the Level 3 assets for the year ended December 31,hierarchy, the investments in the Plans’ master trust at fair value
2009:as of December 31, 2009:
Year ended December 31, 2009

Total
(In millions)Fair

Balance at beginning of period $ 96.3Level 1 Level 2 Level 3 Value
Actual return on plan assets:

(In millions) Assets still held at year end (2.5)
Global equity Assets sold during the year 6.4

securities $215.4 $383.0 $ — $ 598.4 Purchases, sales, and settlements (10.8)
Fixed income Transfers into and out of Level 3 (15.0)

securities — 289.2 — 289.2 Balance at end of period $ 74.4
High yield bonds 0.6 75.6 — 76.2
Cash equivalents — 19.9 — 19.9 Contributions and Benefit Payments
Alternative investments — — 74.4 74.4 We contributed $319.4 million to our qualified pension plans in
Total $216.0 $767.7 $74.4 $1,058.1 2009, even though there was no IRS required minimum

contribution in 2009. We expect to contribute $37 million to
our qualified pension plans in 2010. Our non-qualified pensionThe following is a description of the valuation
plans and our postretirement benefit programs are not funded.methodologies used for assets measured at fair value:
We estimate that we will incur approximately $10 million in♦ Global equity securities are valued at unadjusted quoted pension benefits for our non-qualified pension plans and

market share prices within active markets (Level 1) or approximately $25 million for retiree health and life insurance
based on external price/spread data of comparable costs net of Medicare Part D during 2010.
securities (Level 2). Common collective trust funds

Other Postemployment Benefitswithin this category are valued at fair value based on the
We provide the following postemployment benefits:

unit value of the fund which is observable on a less ♦ health and life insurance benefits to eligible employees
frequent basis (Level 2). Unit values are determined by determined to be disabled under our Disability
the bank sponsoring such funds by dividing the fund’s Insurance Plan, and
net assets at fair value by its units outstanding at the ♦ income replacement payments for employees determined
valuation dates. to be disabled before November 1995 (payments for

♦ Fixed income, high yield bonds, and cash and cash employees determined to be disabled after that date are
equivalents are valued based on external price data of paid by an insurance company, and the cost is paid by

employees).comparable securities (Level 2).
We recognized expense associated with our other♦ Alternative investments primarily consist of hedge funds

postemployment benefits of $5.3 million in 2009, $1.9 millionand financial limited partnerships (private equity funds).
in 2008, and $16.7 million in 2007. BGE’s portion of expenseThese investments do not have readily determinable fair
associated with other postemployment benefits was $4.4 millionvalues because they are not listed on national exchanges
in 2009, $2.2 million in 2008, and $10.2 million in 2007.or over-the-counter markets. We have valued these

We assumed the discount rate for other postemployment
alternative investments at their respective net asset value benefits to be 4.75% in 2009 and 5.00% in 2008. This
per share (or its equivalent such as partner’s capital) assumption impacts the calculation of our other postemployment
which has been calculated by each partnership’s general benefit obligation and periodic cost.
partner in a manner consistent with generally accepted

Employee Savings Plan Benefitsaccounting principles in the United States of America
We sponsored two defined contribution plans until November 6,

for investment companies. Among other requirements, 2009, when upon the close of the sale of a 49.99% interest in
the partnerships must value their underlying investments CENG to EDF, we deconsolidated CENG and the defined
at fair value. While the net asset value per share contribution plan related to Nine Mile Point was removed from
provides a reasonable approximation of fair value, the our books. To all remaining eligible employees of Constellation
fair values of the alternative investments are estimates Energy, we continue to sponsor a defined contribution savings
and, accordingly, such estimated values may differ from plan. The savings plan is a qualified 401(k) plan under the

Internal Revenue Code. In a defined contribution plan, thethe values that would have been used had a ready
benefits a participant is to receive result from regularmarket for the investments existed, and the differences
contributions to a participant account. Matching contributionscould be material.
to participant accounts are made under these plans. Matching
contributions were as follows:
Year Ended December 31, 2009 2008 2007

(In millions)
Nonregulated businesses $14.8 $17.6 $16.1
BGE 5.7 5.8 5.8

Total Constellation Energy $20.5 $23.4 $21.9
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8 Credit Facilities and Short-Term Borrowings

Our short-term borrowings may include bank loans, commercial December 31, 2009, BGE had $46.0 million in commercial
paper, and bank lines of credit. Short-term borrowings mature paper outstanding with a weighted average effective interest rate
within one year from the date of issuance. We pay commitment of 0.39%. There were immaterial letters of credit outstanding at
fees to banks for providing us lines of credit. When we borrow December 31, 2009.
under the lines of credit, we pay market interest rates. We enter

Net Available Liquidityinto these facilities to ensure adequate liquidity to support our
The following table provides a summary of our net availableoperations.
liquidity at December 31, 2009:

Constellation Energy
As of December 31, 2009Our liquidity requirements are funded with credit facilities and

Constellation Totalcash. We fund our short-term working capital needs with
Energy BGE Consolidatedexisting cash and with our credit facilities, which support direct

cash borrowings and the issuance of commercial paper, if (In billions)
available. We also use our credit facilities to support the issuance Credit facilities (1) $ 3.5 $0.6 $ 4.1
of letters of credit, primarily for our merchant energy business. Less: Letters of credit

Constellation Energy had bank lines of credit under issued (1.7) — (1.7)
committed credit facilities totaling $4.0 billion at December 31, Less: Cash drawn on
2009 for short-term financial needs as follows: credit facilities — — —

Undrawn facilities 1.8 0.6 2.4Type of Credit Amount
Less: Commercial paperFacility (In billions) Expiration Date Capacity Type

outstanding — — —
Letters of credit

Net available facilities 1.8 0.6 2.4Syndicated Revolver (1) $2.32 July 2012 and cash
Commodity-linked 0.50 August 2014 Letter of credit Add: Cash 3.4 — 3.4
Bilateral 0.55 September 2014 Letters of credit Less: Reserved cash (2) (1.3) — (1.3)

Letters of credit
Cash and facilityBilateral 0.25 December 2014 and cash

liquidity 3.9 0.6 4.5Letters of credit
Add: EDF putBilateral 0.25 June 2014 and cash

Bilateral 0.15 September 2013 Letters of credit arrangement 1.1 — 1.1

Total $4.02 Net available liquidity $ 5.0 $0.6 $ 5.6

(1) Facility size was reduced from $3.85 billion to $2.32 billion as a result (1) Excludes commodity-linked credit facility due to its contingent
of the completion of the transaction with EDF. nature.

(2) Represents management’s expectation of payments to be made
Collectively, these facilities currently support the issuance of

for income taxes and bond repurchases in the first quarter of
letters of credit and/or cash borrowings up to $4.0 billion. At

2010.
December 31, 2009, we had approximately $1.7 billion in letters
of credit issued and no commercial paper outstanding under Other Sources of Liquidity
these facilities. In December 2008, we executed an Investment Agreement with

The commodity-linked credit facility currently allows for EDF that includes an asset put arrangement that provides us
the issuance of letters of credit up to a maximum capacity of with an option at any time through December 31, 2010 to sell
$0.5 billion. This commodity-linked facility is designed to help certain non-nuclear generation assets, at pre-agreed prices, to
manage our contingent collateral requirements associated with EDF for aggregate proceeds of no more than $2 billion pre-tax,
the hedging of our Customer Supply operations because its or approximately $1.4 billion after-tax. The amount of after-tax
capacity increases as natural gas price levels decrease compared to proceeds will be impacted by the assets actually sold and the
a reference price that is adjusted periodically. As of related tax impacts at that time.
December 31, 2009, there were no letters of credit outstanding Exercise of the put arrangement is conditioned upon the
under this facility. receipt of regulatory approvals and third party consents, the

absence of any material liens on such assets, and the absence of
BGE

a material adverse effect, as defined in the Investment
BGE has a $575.0 million revolving credit facility expiring in

Agreement. During April 2009, we received regulatory approvals
2011. BGE can borrow directly from the banks, use the facility

and consents for the majority of the assets covered by the put
to allow commercial paper to be issued, if available, or issue

arrangement. As of December 31, 2009, we have approximately
letters of credit. The size of the facility may be increased up to

$1.1 billion after-tax of liquidity available through the put
$600 million with additional commitments by lenders. At
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arrangement. We expect to receive regulatory approval for an The credit agreement of BGE contains a provision
additional asset in the second quarter of 2010, which will requiring BGE to maintain a ratio of debt to capitalization equal
increase the net after-tax liquidity from the put arrangement to to or less than 65%. At December 31, 2009, the debt to
approximately $1.4 billion. capitalization ratio for BGE as defined in this credit agreement

We believe that the actions that we have taken and our was 45%.
current net available liquidity will be sufficient to support our Decreases in Constellation Energy’s or BGE’s credit ratings
ongoing liquidity requirements. Our liquidity projections include would not trigger an early payment on any of our, or BGE’s,
assumptions for commodity price changes, which are subject to credit facilities. However, the impact of a credit ratings
significant volatility, and we are exposed to certain operational downgrade on our financial ratios associated with our credit
risks that could have a significant impact on our liquidity. facility covenants would depend on our financial condition at

the time of such a downgrade and on the source of funds used
Credit Facility Compliance and Covenants to satisfy the incremental collateral obligation resulting from a
The credit facilities of Constellation Energy and BGE have credit ratings downgrade. For example, if we were to use existing
limited material adverse change clauses, none of which would cash balances or exercise the put option with EDF to fund the
prohibit draws under the existing facilities. cash portion of any additional collateral obligations resulting

Certain credit facilities of Constellation Energy contain a from a credit ratings downgrade, we would not expect a material
provision requiring Constellation Energy to maintain a ratio of impact on our financial ratios. However, if we were to issue
debt to capitalization equal to or less than 65%. At long-term debt or use our credit facilities to fund any additional
December 31, 2009, the debt to capitalization ratio as defined collateral obligations, our financial ratios could be materially
in the credit agreements was 34%. affected. Failure by Constellation Energy, or BGE, to comply

Under our $2.32 billion credit facility, we granted a lien on with these covenants could result in the acceleration of the
certain of our generating facilities and pledged our ownership maturity of the borrowings outstanding and preclude us from
interests in our nuclear business to the lenders upon the issuing letters of credit under these facilities.
completion of the transaction with EDF.
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9 Capitalization

We detail in the table below our total capitalization, which includes long-term debt, common stock, noncontrolling interests, and
preference stock, as of December 31, 2009 and 2008.

At December 31, 2009 2008

(In millions)
Long-Term Debt

Long-term debt of Constellation Energy
Zero Coupon Senior Notes, due June 19, 2023 $ — $ 256.7
8.625% Series A Junior Subordinated Debentures, due June 15, 2063 450.0 450.0
8% Series B Mandatorily Redeemable Preferred Stock — 1,000.0
14% Senior Notes, due December 31, 2009 — 1,000.0
6.125% Fixed-Rate Notes, due September 1, 2009 — 500.0
7.00% Fixed-Rate Notes, due April 1, 2012 700.0 700.0
4.55% Fixed-Rate Notes, due June 15, 2015 550.0 550.0
7.60% Fixed-Rate Notes, due April 1, 2032 700.0 700.0
Fair Value of Interest Rate Swaps 38.6 55.9

Total long-term debt of Constellation Energy 2,438.6 5,212.6

Long-term debt of nonregulated businesses
Tax-exempt debt transferred from BGE effective July 1, 2000

Port facilities loan, due June 1, 2013 — 10.0
4.10% Pollution control loan, due July 1, 2014 20.0 20.0
Floating-rate pollution control loan, due June 1, 2027 — 8.8

Tax-exempt variable rate notes, due April 1, 2024 75.0 75.0
Tax-exempt variable rate notes, due December 1, 2025 47.0 47.0
Tax-exempt variable rate notes, due December 1, 2037 65.0 65.0
District Cooling facilities loan, due December 1, 2031 — 25.0
5.00% Mortgage note, due June 15, 2010 0.4 1.6
4.25% Mortgage note, due March 15, 2009 — 0.2
7.3% Fixed Rate Note, due June 1, 2012 1.7 1.8
Asset-based lending agreement due July 16, 2012 27.1 —

Total long-term debt of nonregulated businesses 236.2 254.4

Other long-term debt of BGE
6.125% Notes, due July 1, 2013 400.0 400.0
5.90% Notes, due October 1, 2016 300.0 300.0
5.20% Notes, due June 15, 2033 200.0 200.0
6.35% Notes, due October 1, 2036 400.0 400.0
Medium-term notes, Series E 131.5 143.0

Total other long-term debt of BGE 1,431.5 1,443.0

6.20% deferrable interest subordinated debentures due October 15, 2043 to BGE wholly owned BGE
Capital Trust II relating to trust preferred securities 257.7 257.7

Rate stabilization bonds 510.9 564.4
Unamortized discount and premium (4.0) (41.9)
Current portion of long-term debt (56.9) (2,591.5)

Total long-term debt $ 4,814.0 $ 5,098.7
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At December 31, 2009 2008

(In millions)
Equity:

Noncontrolling Interests $ 75.3 $ 20.1

BGE Preference Stock
Cumulative preference stock not subject to mandatory redemption, 6,500,000 shares authorized 7.125%,

1993 Series, 400,000 shares outstanding, callable at $101.42 per share until June 30, 2010, and at
lesser amounts thereafter 40.0 40.0

6.97%, 1993 Series, 500,000 shares outstanding, callable at $101.39 per share until September 30,
2010, and at lesser amounts thereafter 50.0 50.0

6.70%, 1993 Series, 400,000 shares outstanding, callable at $101.68 per share until December 31, 2010,
and at lesser amounts thereafter 40.0 40.0

6.99%, 1995 Series, 600,000 shares outstanding, callable at $102.10 per share until September 30,
2010, and at lesser amounts thereafter 60.0 60.0

Total BGE preference stock not subject to mandatory redemption 190.0 190.0

Common Shareholders’ Equity
Common stock without par value, 600,000,000 shares authorized; 200,985,414 and 199,128,908 shares

issued and outstanding at December 31, 2009 and 2008, respectively. (At December 31, 2009,
5,790,545 shares were reserved for the long-term incentive plans, 7,041,111 shares were reserved for
the shareholder investment plan, and 527,959 shares were reserved for the employee savings plan.) 3,229.6 3,164.5

Retained earnings 6,461.0 2,228.7
Accumulated other comprehensive loss (993.5) (2,211.8)

Total common shareholders’ equity 8,697.1 3,181.4

Total Equity 8,962.4 3,391.5

Total Capitalization $13,776.4 $ 8,490.2

Long-term Debt the lenders. Any debt issued under this facility is secured by the
Long-term debt matures in one year or more from the date of upstream gas properties, and the lenders do not have recourse
issuance. The long-term debt of Constellation Energy and BGE against Constellation Energy in the event of a default. Interest is
do not contain material adverse change clauses. We detail our payable quarterly in March, June, September, and December.
long-term debt in the table above. This asset-based lending agreement contains a provision

that requires certain of our entities that own our upstream gas
Constellation Energy properties to maintain a current ratio of one-to-one. As of
Mandatorily Redeemable Series B Preferred Stock December 31, 2009, these entities were in compliance with this
On December 17, 2008, Constellation Energy entered into an provision.
Investment Agreement with EDF. Simultaneously with the
execution of the Investment Agreement, Constellation Energy Voluntary Debt Retirements
issued 10,000 shares of 8% Series B Preferred Stock (Series B The repurchase of the following notes is part of our previously
Preferred Stock) to EDF for $1 billion, which was restricted for announced commitment to repay $1 billion of debt following
the repayment of our 14% Senior Notes. On November 6, the close of our transaction with EDF in November 2009.
2009, the date EDF completed the purchase of the 49.99%
interest in CENG pursuant to the Investment Agreement, EDF Zero Coupon Senior Notes
surrendered to Constellation Energy all of the shares of the In November 2009, we redeemed an aggregate principal amount
Series B Preferred Stock as partial payment for the purchase of of $267.6 million for the Zero Coupon Senior Notes early and
the interest in CENG. recognized a pre-tax loss on redemption of $16.0 million. We

recorded the loss within ‘‘Interest expense’’ in the Consolidated
Upstream Gas Property Asset-Based Lending Agreement Statements of Income (Loss).
In July 2009, we entered into a three year asset-based lending
agreement associated with certain upstream gas properties that Cash Tender Offer for Outstanding 7.00% Notes due April 1, 2012
we own. At December 31, 2009, the borrowing base committed In February 2010, we retired an aggregate principal amount of
under the facility was $100 million, of which $27.1 million has $486.5 million of our 7.00% Notes due April 1, 2012 pursuant
been utilized and reflected in ‘‘Long-term debt’’ in our to a cash tender offer, at a premium of approximately 11%.
Consolidated Balance Sheets. The size of the facility may be
increased up to $200 million with additional commitments by
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Tax-Exempt Notes BGE Deferrable Interest Subordinated Debentures
During 2009, we retired approximately $150 million of variable On November 21, 2003, BGE Capital Trust II (BGE Trust II),
rate tax exempt notes prior to maturity. On February 15, 2010, a Delaware statutory trust established by BGE, issued
we issued a notice to call our outstanding $47 million and 10,000,000 Trust Preferred Securities for $250 million ($25
$65 million variable rate tax-exempt notes. These notes are liquidation amount per preferred security) with a distribution
expected to be repurchased on March 10, 2010. Since these rate of 6.20%.
notes are variable rate instruments, we do not expect to record BGE Trust II used the net proceeds from the issuance of
any gain or loss upon repurchase. common securities to BGE and the Trust Preferred Securities to

purchase a series of 6.20% Deferrable Interest Subordinated
Debentures due October 15, 2043 (6.20% debentures) fromBGE
BGE in the aggregate principal amount of $257.7 million withSecured Indenture
the same terms as the Trust Preferred Securities. BGE Trust IIBGE entered into a secured indenture in July 2009. The secured
must redeem the Trust Preferred Securities at $25 per preferredindenture creates a first priority lien on substantially all of BGE’s
security plus accrued but unpaid distributions when the 6.20%electric utility distribution equipment and fixtures and on BGE’s
debentures are paid at maturity or upon any earlier redemption.franchises, permits, and licenses that are transferable and
BGE has the option to redeem the 6.20% debentures at anynecessary for the operation of the equipment and fixtures. As of
time on or after November 21, 2008 or at any time whenDecember 31, 2009, BGE has not issued any secured bonds
certain tax or other events occur.under this indenture.

BGE Trust II will use the interest paid on the 6.20%
debentures to make distributions on the Trust PreferredBGE’s Rate Stabilization Bonds
Securities. The 6.20% debentures are the only assets of BGEIn June 2007, BondCo, a subsidiary of BGE, issued an aggregate
Trust II.principal amount of $623.2 million of rate stabilization bonds to

BGE fully and unconditionally guarantees the Trustrecover deferred power purchase costs. We discuss BondCo in
Preferred Securities based on its various obligations relating tomore detail in Note 4. Below are the details of the rate
the trust agreement, indentures, 6.20% debentures, and thestabilization bonds at December 31, 2009:
preferred security guarantee agreement.

For the payment of dividends and in the event ofScheduled
liquidation of BGE, the 6.20% debentures are ranked prior toPrincipal Interest Rate Maturity Date
preference stock and common stock.

$171.7 5.47% October 2012
220.0 5.72 April 2016

Loan Agreement
119.2 5.82 April 2017

On December 18, 2001, BGE’s subsidiary, District Chilled
Water Partnership (ComfortLink) entered into a $25.0 million

The bonds are secured primarily by a usage-based, loan agreement with the Maryland Energy Financing
non-bypassable charge payable by all of BGE’s residential electric Administration (MEFA). The terms of the loan exactly match
customers over a ten year period. The charges will be adjusted the terms of variable rate, tax exempt bonds due December 1,
semi-annually to ensure that the aggregate charges collected are 2031 issued by MEFA for ComfortLink to finance the cost of
sufficient to pay principal and interest on the bonds, as well as building a chilled water distribution system.
certain on-going costs of administering and servicing the bonds. These bonds were repurchased in June 2009.
BondCo cannot use the charges collected to satisfy any other
obligations. BondCo’s assets are not assets of any affiliate and are Maturities of Long-Term Debt
not available to pay creditors of any affiliate of BondCo. If As of December 31, 2009, our long-term borrowings mature on
BondCo is unable to make principal and interest payments on the following schedule:
the bonds, neither Constellation Energy, nor BGE, are required
to make the payments on behalf of BondCo.

Constellation Nonregulated
Year Energy (1) Businesses BGE Total

BGE’s Other Long-Term Debt
(In millions)On July 1, 2000, BGE transferred $278.0 million of tax-exempt

2010 $ — $ 0.4 $ 56.5 $ 56.9debt to our merchant energy business related to the transferred
2011 — 0.1 81.7 81.8generating assets. At December 31, 2009, BGE remains
2012 722.6 28.7 172.5 923.8contingently liable for the $20 million outstanding balance of
2013 — — 466.6 466.6this debt.
2014 — 20.0 70.4 90.4BGE’s fixed-rate medium-term note, series E, outstanding
Thereafter 1,716.0 187.0 1,352.4 3,255.4at December 31, 2009 has a weighted average interest rate of

6.71%, maturing between 2011 and 2012. Total $2,438.6 $236.2 $2,200.1 $4,874.9

(1) A portion of Constellation Energy’s bonds will be retired in
2010 as discussed in the Voluntary Debt Retirements section.
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Weighted-Average Interest Rates for Variable Rate Debt the preference stock shall have one vote per share on all
Our weighted-average interest rates for variable rate debt matters, until and unless such dividends shall have been
outstanding were: paid in full. Upon liquidation, the holders of the

preference stock of each series outstanding are entitled
At December 31, 2009 2008 to receive the par amount of their shares and an amount

equal to the unpaid accrued dividends.Nonregulated Businesses
(including Constellation Energy)

Dividend RestrictionsLoans under credit agreements 4.50% 2.61%
Constellation EnergyTax-exempt debt 1.22% 3.17%
Constellation Energy pays dividends on its common stock afterFixed-rate debt converted to floating * 2.30% 4.88%
its Board of Directors declares them. There are no contractual

* As discussed in Note 13, as of December 31, 2009, we have
limitations on Constellation Energy paying common stock

interest rate swaps relating to $400.0 million of our fixed-rate
dividends, except certain of our credit facilities prohibit us from

debt.
increasing our common stock dividend without the consent of
the lenders.

Preference Stock
Each series of BGE preference stock has no voting power, except

BGEfor the following:
BGE pays dividends on its common stock after its Board of♦ the preference stock has one vote per share on any
Directors declares them. However, pursuant to the order issuedcharter amendment which would create or authorize any
by the Maryland PSC on October 30, 2009 in connection withshares of stock ranking prior to or on a parity with the
its approval of the transaction with EDF, BGE cannot paypreference stock as to either dividends or distribution of
dividends to Constellation Energy if (a) after the dividendassets, or which would substantially adversely affect the
payment, BGE’s equity ratio would be below 48% as calculatedcontract rights, as expressly set forth in BGE’s charter,
pursuant to the Maryland PSC’s ratemaking precedents orof the preference stock, each of which requires the
(b) BGE’s senior unsecured credit rating is rated by two of theaffirmative vote of two-thirds of all the shares of
three major credit rating agencies below investment grade.preference stock outstanding; and

♦ whenever BGE fails to pay full dividends on the
preference stock and such failure continues for one year,
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10 Taxes

The components of income tax expense are as follows:

Year Ended December 31, 2009 2008 2007

(Dollar amounts in millions)
Income Taxes

Current
Federal $ 891.5 $ 2.8 $168.2
State 260.4 48.1 40.6

Current taxes charged to expense 1,151.9 50.9 208.8
Deferred

Federal 1,474.5 (101.6) 184.7
State 372.5 (21.2) 41.5

Deferred taxes charged (credited) to expense 1,847.0 (122.8) 226.2
Investment tax credit adjustments (12.1) (6.4) (6.7)

Income taxes per Consolidated Statements of Income (Loss) $2,986.8 $ (78.3) $428.3

Total income taxes are different from the amount that would be computed by applying the statutory Federal income tax rate of
35% to book income before income taxes as follows:

Reconciliation of Income Taxes Computed at Statutory Federal Rate to Total Income Taxes
(Loss) Income from continuing operations before income taxes $7,490.2 $(1,396.7) $1,262.7

Statutory federal income tax rate 35% 35% 35%

Income taxes computed at statutory federal rate 2,621.6 (488.8) 441.9
Increases (decreases) in income taxes due to

State income taxes, net of federal income tax benefit 411.0 17.3 53.4
Merger-related transaction costs (79.3) 416.2 —
Interest expense on mandatorily redeemable preferred stock 23.7 7.8 —
Qualified decommissioning impairment loss 3.1 (28.5) —
Amortization of deferred investment tax credits (12.1) (6.4) (6.7)
Synthetic fuel tax credits flowed through to income — (4.5) (166.2)
Estimated synthetic fuel tax credit phase-out — — 110.3
Nondeductible international losses 19.2 — —
Other (0.4) 8.6 (4.4)

Total income taxes $2,986.8 $ (78.3) $ 428.3

Effective income tax rate 39.9% 5.6% 33.9%

BGE’s effective tax rate was 41.3% in 2009, 28.7% in 2008, and 40.7% in 2007. In general, the primary difference between
BGE’s effective tax rate and the 35% statutory federal income tax rate for all years relates to Maryland corporate income taxes, net of
the related federal income tax benefit. The increase in BGE’s effective tax rate in 2009 is primarily due to higher taxable income. For
2008, BGE had lower taxable income related to the 2008 Maryland settlement agreement, which increased the relative impact of
favorable permanent tax adjustments on BGE’s 2008 effective tax rate.
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The major components of our net deferred income tax liability are as follows:

Constellation Energy BGE

At December 31, 2009 2008 2009 2008

(In millions)
Deferred Income Taxes

Deferred tax liabilities
Net property, plant and equipment $1,474.6 $1,432.5 $ 920.1 $604.4
Qualified nuclear decommissioning trust funds — 310.9 — —
Regulatory assets, net 263.0 295.5 263.0 295.5
Derivative assets and liabilities, net 329.6 310.6 — —
Investment in CENG 1,802.7 — — —
Other 33.1 126.6 (55.1) 32.5

Total deferred tax liabilities 3,903.0 2,476.1 1,128.0 932.4
Deferred tax assets

Asset retirement obligation 7.9 391.6 — —
Defined benefit obligations 311.7 552.0 (23.7) 30.8
Financial investments and hedging instruments 337.0 949.7 — —
Deferred investment tax credits 13.0 17.8 3.8 4.3
Other 155.8 156.0 71.5 13.8

Total deferred tax assets 825.4 2,067.1 51.6 48.9

Total deferred tax liability, net 3,077.6 409.0 1,076.4 883.5
Less: Current portion of deferred tax (asset)/liability (127.9) (268.0) (11.2) 40.2

Long-term portion of deferred tax liability, net $3,205.5 $ 677.0 $1,087.6 $843.3

Income Tax Audits Increases in tax positions related to the current year are
We file income tax returns in the United States and foreign primarily due to unrecognized tax benefits related to state
jurisdictions. With few exceptions, we are no longer subject to income tax accruals associated with the transaction to sell a
U.S. federal, state and local, or non-U.S. income tax 49.99% membership interest in CENG to EDF. Increases in tax
examinations by tax authorities for the years before 2005. In positions related to prior years are primarily due to unrecognized
2009, the IRS expanded its current audit of our consolidated tax benefits for BGE repair and depreciation deductions
federal income tax returns for the tax years 2005 through 2007 including a change of accounting method for tax return
to include the 2008 tax year. Although the final outcome of the purposes for the 2008 tax year for which IRS consent was
2005-2008 IRS audit and future tax audits is uncertain, we received in 2009 and which is currently subject to IRS
believe that adequate provisions for income taxes have been examination. Reductions in prior year tax positions are primarily
made for potential liabilities resulting from such matters. due to increased certainty in the deductibility of certain costs

associated with the termination of our merger with
MidAmerican as a result of the structure and sale of a 49.99%Unrecognized Tax Benefits
membership interest in CENG.The following table summarizes the change in unrecognized tax

Total unrecognized tax benefits as of December 31, 2009 ofbenefits during 2009 and 2008 and our total unrecognized tax
$312.5 million include outstanding claims of approximatelybenefits at December 31, 2009 and 2008:
$65.8 million, including $52.2 million in state tax credits, for

2009 2008 which no tax benefit was recorded on our Consolidated Balance
Sheet because refunds were not received and the claims do not(In millions)
meet the ‘‘more-likely-than-not’’ threshold.Total unrecognized tax benefits, January 1 $189.7 $114.5

If the total amount of unrecognized tax benefits ofIncreases in tax positions related to the
$312.5 million were ultimately realized, our income tax expensecurrent year 101.5 112.2
would decrease by approximately $177 million. However, theIncreases in tax positions related to prior
$177 million includes state tax refund claims of approximatelyyears 148.4 —
$52 million that have been disallowed by tax authorities and areReductions in tax positions related to prior
subject to appeals. These state refund claims may be resolved byyears (126.3) (15.5)
December 31, 2010. For this reason, we believe it is reasonablyReductions in tax positions related to audit
possible that reductions to our total unrecognized tax benefits ofsettlements — (21.5)

Reductions in tax positions as a result of a approximately $50 million may occur by December 31, 2010,
lapse of the applicable statute of although these reductions are not expected to materially impact
limitations (0.8) — income tax expense.

Total unrecognized tax benefits,
December 31 (1) $312.5 $189.7

(1) BGE’s portion of our total unrecognized tax benefits at
December 31, 2009 and 2008 was $111.8 million and
$4.8 million, respectively.
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Interest and penalties recorded in our Consolidated Accrued interest and penalties recognized in our
Statements of Income (Loss) as tax expense (benefit) relating to Consolidated Balance Sheets were $23.1 million, of which BGE’s
liabilities for unrecognized tax benefits were as follows: portion was $1.6 million at December 31, 2009, and

$10.3 million, of which BGE’s portion was $0.7 million, at
December 31, 2008.For the Year Ended

December 31,

2009 2008 2007

(In millions)
Interest and penalties recorded as tax

expense (benefit) $12.8 $(0.4) $4.7

BGE’s portion of interest and penalties was immaterial for all years.
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11 Leases

There are two types of leases—operating and capital. Capital At December 31, 2009, we owed future minimum
leases qualify as sales or purchases of property and are reported payments for long-term, noncancelable, operating leases as
in our Consolidated Balance Sheets. Our capital leases are not follows:
material in amount. All other leases are operating leases and are

Powerreported in our Consolidated Statements of Income (Loss). We
Purchaseexpense all lease payments associated with our regulated business.

Year Agreements Other Total
Lease expense and future minimum payments for long-term,

(In millions)noncancelable, operating leases are not material to BGE’s
2010 $ 194.5 $ 31.5 $ 226.0financial results. We present information about our operating
2011 202.1 28.8 230.9leases below.
2012 178.5 25.7 204.2
2013 166.3 24.5 190.8Outgoing Lease Payments
2014 161.5 22.7 184.2We, as lessee, lease certain facilities and equipment. The lease
Thereafter 333.8 62.6 396.4agreements expire on various dates and have various renewal

options. We also enter into certain power purchase agreements Total future minimum lease
which are accounted for as operating leases. Under these payments $1,236.7 $195.8 $1,432.5
agreements, we are required to make fixed capacity payments, as
well as variable payments based on actual output of the plants.

Sub-Lease Arrangements
We record these payments as ‘‘Fuel and purchased energy

We provide time charters of dry bulk freight vessels as part of
expenses’’ in our Consolidated Statements of Income (Loss). We

the logistical services provided to our global customers that
exclude from our future minimum lease payments table the

qualify as sub-leases of our time charter purchase contracts. In
variable payments related to the output of the plant due to the

2009 and 2008, we recorded sub-lease income of approximately
contingency associated with these payments.

$114 million and $289 million, respectively, related to our time
Through June 2009, we also entered into time charter

charter sub-leases. We record sub-lease income as part of
purchase agreements which entitled us to the use of dry bulk

‘‘Nonregulated revenues’’ in our Consolidated Statements of
freight vessels in the management of our global coal and logistics

Income (Loss). As of December 31, 2009, the future minimum
services. Certain of these contracts must be accounted for as

rentals to be received for these time charters are shown below:
leases. During 2009 and 2008, we entered into time charter
leases with terms ranging in duration from 1 to 60 months. Time
These arrangements do not include provisions for material rent Charter
increases and do not have provisions for rent holidays, Year Sub-Leases
contingent rentals or other incentives. In 2009 and 2008, we (In millions)
recognized aggregate lease expense of approximately $145 million 2010 $ 56.5
and $477 million, respectively, related to 31 and 49 dry bulk 2011 56.6
freight vessels, respectively, hired under time charter 2012 45.5
arrangements. The average term of these arrangements is 2013 32.0
approximately 3 months. We record the payments as ‘‘Fuel and 2014 24.3
purchased energy expenses’’ in our Consolidated Statements of Thereafter 114.8
Income (Loss).

Total future minimum lease rentals $329.7We recognized expense related to our operating leases as
follows:

Fuel and
purchased

energy Operating
expenses expenses Total

(In millions)
2009 $385.6 $37.2 $422.8
2008 664.8 38.0 702.8
2007 758.7 40.1 798.8
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12 Commitments, Guarantees, and Contingencies

Commitments construction programs and joint ventures in which they have an
We have made substantial commitments in connection with our interest.
merchant energy, regulated electric and gas, and other We have also committed to long-term service agreements
nonregulated businesses. These commitments relate to: and other obligations related to our information technology

♦ purchase of electric generating capacity and energy, systems.
♦ procurement and delivery of fuels, At December 31, 2009, we estimate our future obligations
♦ the capacity and transmission and transportation rights to be as follows:

for the physical delivery of energy to meet our
Paymentsobligations to our customers, and

2011- 2013-♦ long-term service agreements, capital for construction
2010 2012 2014 Thereafter Total

programs, and other.
(In millions)

Our merchant energy business enters into various long-term Merchant Energy:
contracts for the procurement and delivery of fuels to supply our Purchased capacity
generating plant requirements. In most cases, our contracts and energy $ 160.9 $ 303.5 $ 107.7 $208.7 $ 780.8
contain provisions for price escalations, minimum purchase Purchased energy

from CENG (1) 534.7 1,513.3 2,249.8 — 4,297.8levels, and other financial commitments. These contracts expire
Fuel andin various years between 2010 and 2018. In addition, our

transportation 540.5 437.5 94.3 217.9 1,290.2merchant energy business enters into long-term contracts for the
Long-term service

capacity and transmission rights for the delivery of energy to agreements, capital,
meet our physical obligations to our customers. These contracts and other 12.9 7.8 4.9 6.7 32.3
expire in various years between 2010 and 2030.

Total merchant energy 1,249.0 2,262.1 2,456.7 433.3 6,401.1
Our merchant energy business also has committed to Corporate and Other:

long-term service agreements and other purchase commitments Long-term service
for our plants. agreements, capital,

and other 49.6 11.3 1.7 — 62.6Our regulated electric business enters into various long-term
Regulated:contracts for the procurement of electricity. As of December 31,

Purchase obligations2009, these contracts expire between 2010 and 2012 and
and other 15.4 20.2 — — 35.6represent BGE’s estimated requirements as follows:

Total future obligations $1,314.0 $2,293.6 $2,458.4 $433.3 $6,499.3

Percentage of (1) Represents the nominal amounts of payments made to CENG under our
Estimated power purchase agreement. The total fair value at closing of $0.8 billion

Contract Duration Requirements was recorded on our balance sheet in ‘‘Unamortized energy contract assets.’’
From January 1, 2010 to September 2010 100%

Long-Term Power Sales ContractsFrom October 2010 to May 2011 75
We enter into long-term power sales contracts in connectionFrom June 2011 to September 2011 50
with our load-serving activities. We also enter into long-termFrom October 2011 to May 2012 25
power sales contracts associated with certain of our power plants.
Our load-serving power sales contracts extend for terms throughThe cost of power under these contracts is recoverable
2019 and provide for the sale of energy to electricity distributionunder the Provider of Last Resort agreement reached with the
utilities and certain retail customers. Our power sales contractsMaryland PSC.
associated with our power plants extend for terms into 2016 andOur regulated gas business enters into various long-term
provide for the sale of all or a portion of the actual output ofcontracts for the procurement, transportation, and storage of gas.
certain of our power plants. Substantially all long-term contractsOur regulated gas business has gas procurement contracts that
were executed at pricing that approximated market rates,expire between 2010 and 2011, and transportation and storage
including profit margin, at the time of execution.contracts that expire between 2012 and 2027. The cost of gas

under these contracts is recoverable under BGE’s gas cost
Guaranteesadjustment clause discussed in Note 1, and therefore are excluded
Our guarantees do not represent incremental Constellationfrom the table later in this Note.
Energy obligations; rather they primarily represent parentalOur other nonregulated businesses have committed to gas
guarantees of subsidiary obligations. The following tablepurchases, as well as to contribute additional capital for
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summarizes the maximum exposure by guarantor based on the conversion of the Preferred Stock issued to MidAmerican into
stated limit of our outstanding guarantees: debt is not permitted under Maryland law.

The termination of the MidAmerican merger renders moot
the claims attempting to enjoin the merger with MidAmerican.At December 31, 2009 Stated Limit
One of the federal merger cases was voluntarily dismissed on(In billions)
December 31, 2008, and the other federal merger cases wereConstellation Energy guarantees $10.1
dismissed as moot on May 27, 2009. Plaintiffs’ counsel in six ofBGE guarantees 0.3
the seven state merger cases have filed dismissals without

Total guarantees $10.4 prejudice of their MidAmerican merger claims. In addition, on
October 27, 2009 certain counsel in the state merger cases
jointly moved for approval of a settlement regarding claims forAt December 31, 2009, Constellation Energy had a total of
attorneys’ fees, which the court approved on November 16,$10.4 billion in guarantees outstanding related to loans, credit
2009. We believe there are meritorious defenses to any claims orfacilities, and contractual performance of certain of its
requests for relief that might possibly remain regarding thissubsidiaries as described below.
matter.♦ Constellation Energy guaranteed a face amount of

$10.1 billion as follows:
Securities Class Action♦ $9.4 billion on behalf of our merchant energy
Three federal securities class action lawsuits have been filed insubsidiaries to allow those subsidiaries the flexibility
the United States District Courts for the Southern District ofneeded to conduct business with counterparties
New York and the District of Maryland between Septemberwithout having to post other forms of collateral.
2008 and November 2008. The cases were filed on behalf of aOur estimated net exposure for obligations under
proposed class of persons who acquired publicly traded securities,commercial transactions covered by these guarantees
including the Series A Junior Subordinated Debentureswas approximately $2 billion at December 31,
(Debentures), of Constellation Energy between January 30, 20082009, which represents the total amount the parent
and September 16, 2008, and who acquired Debentures in ancompany could be required to fund based on
offering completed in June 2008. The securities class actionsDecember 31, 2009 market prices. For those
generally allege that Constellation Energy, a number of itsguarantees related to our derivative liabilities, the
present or former officers or directors, and the underwritersfair value of the obligation is recorded in our
violated the securities laws by issuing a false and misleadingConsolidated Balance Sheets.
registration statement and prospectus in connection with♦ $0.5 billion primarily on behalf of CENG’s nuclear
Constellation Energy’s June 27, 2008 offering of Debentures.generating facilities for nuclear insurance and credit
The securities class actions also allege that Constellation Energysupport to ensure these plants have funds to meet
issued false or misleading statements or was aware of materialexpenses and obligations to safely operate and
undisclosed information which contradicted public statementsmaintain the plants. We recorded the fair value of
including in connection with its announcements of financial$12.3 million for these guarantees on our
results for 2007, the fourth quarter of 2007, the first quarter ofConsolidated Balance Sheets.
2008 and the second quarter of 2008 and the filing of its first♦ $0.2 billion to its other nonregulated businesses.
quarter 2008 Form 10-Q. The securities class actions seek,♦ BGE guaranteed the Trust Preferred Securities of
among other things, certification of the cases as class actions,$250.0 million of BGE Capital Trust II.
compensatory damages, reasonable costs and expenses, including
counsel fees, and rescission damages.Contingencies

The Southern District of New York granted the defendants’Litigation
motion to transfer the two securities class actions filed there toIn the normal course of business, we are involved in various
the District of Maryland, and the actions have since beenlegal proceedings. We discuss the significant matters below.
transferred for coordination with the securities class action filed
there. On June 18, 2009, the court appointed a lead plaintiff,Merger with MidAmerican
who filed a consolidated amended complaint on September 17,Beginning September 18, 2008, seven shareholders of
2009. On November 17, 2009, the defendants moved to dismissConstellation Energy filed lawsuits in the Circuit Court for
the consolidated amended complaint in its entirety. We areBaltimore City, Maryland challenging the then-pending merger
unable at this time to determine the ultimate outcome of thewith MidAmerican. Four similar suits were filed by other
securities class actions or their possible effect on our, or BGE’sshareholders of Constellation Energy in the United States
financial results.District Court for the District of Maryland.

The lawsuits claim that the merger consideration was
ERISA Actionsinadequate and did not maximize value for shareholders, that the
In the fall of 2008, multiple class action lawsuits were filed insales process leading up to the merger was flawed, and that
the United States District Courts for the District of Marylandunreasonable deal protection devices were agreed to in order to
and the Southern District of New York against Constellationward off competing bids. The federal lawsuits also assert that the
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Energy; Mayo A. Shattuck III, Constellation Energy’s Chairman Constellation Energy, numerous other parties are defendants in
of the Board, President and Chief Executive Officer; and others these cases.
in their roles as fiduciaries of the Constellation Energy Employee Approximately 494 individuals who were never employees
Savings Plan. The actions, which have been consolidated into of BGE or Constellation Energy have pending claims each
one action in Maryland (the Consolidated Action), allege that seeking several million dollars in compensatory and punitive
the defendants, in violation of various sections of ERISA, damages. Cross-claims and third party claims brought by other
breached their fiduciary duties to prudently and loyally manage defendants may also be filed against BGE and Constellation
Constellation Energy Savings Plan’s assets by designating Energy in these actions. To date, most asbestos claims which
Constellation Energy common stock as an investment, by failing have been resolved have been dismissed or resolved without any
to properly provide accurate information about the investment, payment and a small minority have been resolved for amounts
by failing to avoid conflicts of interest, by failing to properly that were not material to our financial results.
monitor the investment and by failing to properly monitor other BGE and Constellation Energy do not know the specific
fiduciaries. The plaintiffs seek to compel the defendants to facts necessary to estimate their potential liability for these
reimburse the plaintiffs and the Constellation Energy Savings claims. The specific facts we do not know include:
Plan for all losses resulting from the defendants’ breaches of ♦ the identity of the facilities at which the plaintiffs
fiduciary duty, to impose a constructive trust on any unjust allegedly worked as contractors,
enrichment, to award actual damages with pre- and ♦ the names of the plaintiffs’ employers,
post-judgment interest, to award appropriate equitable relief ♦ the dates on which and the places where the exposure
including injunction and restitution and to award costs and allegedly occurred, and
expenses, including attorneys’ fees. On October 2, 2009, the ♦ the facts and circumstances relating to the alleged
defendants moved to dismiss the consolidated complaint in its exposure.
entirety. We are unable at this time to determine the ultimate Until the relevant facts are determined, we are unable to
outcome of the Consolidated Action or its possible effects on estimate what our, or BGE’s, liability might be. Although
our, or BGE’s, financial results. insurance and hold harmless agreements from contractors who

employed the plaintiffs may cover a portion of any awards in the
actions, the potential effect on our, or BGE’s, financial resultsMercury
could be material.Since September 2002, BGE, Constellation Energy, and several

other defendants have been involved in numerous actions filed
Environmental Mattersin the Circuit Court for Baltimore City, Maryland alleging
Solid and Hazardous Wastemercury poisoning from several sources, including coal plants
In 1999, the EPA proposed to add the 68th Street Dump informerly owned by BGE. The plants are now owned by a
Baltimore, Maryland to the Superfund National Priorities List,subsidiary of Constellation Energy. In addition to BGE and
which is its list of sites targeted for clean-up and enforcement,Constellation Energy, approximately 11 other defendants,
and sent a general notice letter to BGE and 19 other partiesconsisting of pharmaceutical companies, manufacturers of
identifying them as potentially liable parties at the site. Invaccines, and manufacturers of Thimerosal have been sued.
March 2004, we and other potentially responsible parties formedApproximately 70 cases, involving claims related to
the 68th Street Coalition and entered into consent orderapproximately 132 children, have been filed to date, with each
negotiations with the EPA to investigate clean-up options for theclaimant seeking $20 million in compensatory damages, plus
site under the Superfund Alternative Sites Program. In Maypunitive damages, from us.
2006, a settlement among the EPA and 19 of the potentiallyThe claims against BGE and Constellation Energy have
responsible parties, including BGE, with respect to investigationbeen dismissed in all of the cases either with prejudice based on
of the site became effective. The settlement requires therulings by the Court or without prejudice based on voluntary
potentially responsible parties, over the course of several years, todismissals by the plaintiffs’ counsel. Plaintiffs may attempt to
identify contamination at the site and recommend clean-uppursue appeals of the rulings in favor of BGE and Constellation
options. BGE is indemnified by a wholly owned subsidiary ofEnergy once the cases are finally concluded as to all defendants.
Constellation Energy for most of the costs related to thisWe believe that we have meritorious defenses and intend to
settlement and clean-up of the site. The clean-up costs will notdefend the actions vigorously. However, we cannot predict the
be known until the investigation is closer to completion, whichtiming, or outcome, of these cases, or their possible effect on
is expected by mid-2010. The completed investigation willour, or BGE’s, financial results.
provide a range of remediation alternatives to the EPA, and the
EPA is expected to select one of the alternatives by the end ofAsbestos
the first quarter of 2011. The clean-up costs we incur couldSince 1993, BGE and certain Constellation Energy subsidiaries
have a material effect on our financial results.have been involved in several actions concerning asbestos. The

actions are based upon the theory of ‘‘premises liability,’’ alleging
Air Qualitythat BGE and Constellation Energy knew of and exposed
In May 2007, a subsidiary of Constellation Energy entered intoindividuals to an asbestos hazard. In addition to BGE and
a consent decree with the Maryland Department of the
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Environment to resolve alleged violations of air quality opacity investment to fair value, which would adversely affect our
standards at three fossil fuel plants in Maryland. The consent financial results.
decree requires the subsidiary to pay a $100,000 penalty, provide We are also exposed to the same risks to which CENG is
$100,000 to a supplemental environmental project, and install exposed. CENG owns and operates three nuclear generating
technology to control emissions from those plants. facilities and is exposed to risks associated with operating these

In January 2009, the EPA issued a notice of violation facilities and the risks of a nuclear accident.
(NOV) to a subsidiary of Constellation Energy, as well as the
other owners and the operator of the Keystone coal-fired power Operating Risks
plant in Shelocta, Pennsylvania. We hold an approximately 21% The operation of nuclear generating facilities involve routine
interest in the Keystone plant. The NOV alleges that the plant risks, including,
performed various capital projects beginning in 1984 without ♦ mechanical or structural problems,
complying with the new source review permitting requirements ♦ inadequacy or lapses in maintenance protocols,
of the Clean Air Act. The EPA also contends that the alleged ♦ cost of storage, handling and disposal of nuclear
failure to comply with those requirements are continuing materials, including the availability or unavailability of a
violations under the plant’s air permits. The EPA could seek civil permanent repository for spent nuclear fuel,
penalties under the Clean Air Act for the alleged violations. ♦ regulatory actions, including shut down of units because

The owners and operator of the Keystone plant are of public safety concerns,
investigating the allegations and have entered into discussions ♦ limitations on the amounts and types of insurance
with the EPA. We believe there are meritorious defenses to the coverage commercially available,
allegations contained in the NOV. However, we cannot predict ♦ uncertainties regarding both technological and financial
the outcome of this proceeding and it is not possible to aspects of decommissioning nuclear generating facilities,
determine our actual liability, if any, at this time. ♦ terrorist attacks, and

♦ environmental risks.
Water Quality
In October 2007, a subsidiary of Constellation Energy entered Nuclear Accidents
into a consent decree with the Maryland Department of the CENG is required to insure itself against public liability claims
Environment relating to groundwater contamination at a third resulting from nuclear incidents to the full limit of public
party facility that was licensed to accept fly ash, a byproduct liability. This limit of liability consists of the maximum available
generated by our coal-fired plants. The consent decree requires commercial insurance of $375 million and mandatory
the payment of a $1.0 million penalty, remediation of participation in an industry-wide retrospective premium
groundwater contamination resulting from the ash placement assessment program. The retrospective premium assessment is
operations at the site, replacement of drinking water supplies in $117.5 million per reactor, per incident, increasing the total
the vicinity of the site, and monitoring of groundwater amount of insurance for public liability to approximately
conditions. We recorded a liability in our Consolidated Balance $12.6 billion. Under the retrospective assessment program,
Sheets of approximately $8.4 million, which includes the CENG can be assessed up to $587.5 million per incident at any
$1 million penalty and our estimate of probable costs to commercial reactor in the country, payable at no more than
remediate contamination, replace drinking water supplies, $87.5 million per incident per year. In the event of a nuclear
monitor groundwater conditions, and otherwise comply with the accident, the cost of property damage and other expenses
consent decree. We have paid approximately $4.8 million of incurred may exceed CENG’s insurance coverage. As a result,
these costs as of December 31, 2009, resulting in a remaining uninsured losses or the payment of retrospective insurance
liability at December 31, 2009 of $3.6 million. We estimate that premiums could each have a significant adverse impact to
it is reasonably possible that we could incur additional costs of CENG’s, and therefore, our financial results as a 50.01% owner
up to approximately $10 million more than the liability that we in CENG. Each of Constellation Energy and EDF has
accrued. guaranteed the obligations of CENG under these insurance

programs in proportion to their respective membership interests.
Investment in CENG
On November 6, 2009, we completed the sale of a 49.99% Non-Nuclear Property Insurance
membership interest in CENG to EDF. As a result of the sale, Our conventional property insurance provides coverage of
we now hold a 50.01% interest in CENG. As a 50.01% owner $1.0 billion per occurrence for Certified acts of terrorism as
in CENG, we are subject to certain capital contribution defined under the Terrorism Risk Insurance Extension Act of
requirements, which may be greater than the amount planned 2005 and the Terrorism Risk Insurance Program Reauthorization
and, therefore, could have an adverse impact on our financial Act of 2007. Our conventional property insurance program also
results. provides coverage for non-certified acts of terrorism up to an

In addition, if the fair value of our investment in CENG annual aggregate limit of $1.0 billion. If a terrorist act occurs at
declines to a level below our carrying value and the decline is any of our facilities, it could have a significant adverse impact
considered other-than-temporary, we may write down the on our financial results.
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13 Derivatives and Fair Value Measurements

Use of Derivative Instruments markets or on exchanges, for hedging purposes. The objectives
Nature of Our Business and Associated Risks for entering into such hedging transactions primarily include:
Our business activities primarily include our merchant energy ♦ fixing the price for a portion of anticipated future
business and our regulated electric and gas business. Our electricity sales from our generation operations,
merchant energy business includes: ♦ fixing the price of a portion of anticipated fuel

♦ the generation of electricity from our owned and purchases for the operation of our power plants,
contractually-controlled physical assets, ♦ fixing the price for a portion of anticipated energy

♦ the sale of power, gas, and other energy commodities to purchases to supply our load-serving customers, and
wholesale and retail customers, and ♦ managing our exposure to interest rate risk and foreign

♦ risk management services and energy trading activities. currency exchange risks.
Our regulated electric and gas businesses engage in

electricity and gas transmission and distribution activities in Non-Risk Management Activities
Central Maryland at prices set by the Maryland PSC that are In addition to the use of derivatives for risk management
generally designed to recover our costs, including purchased fuel purposes, we also enter into derivative contracts for trading
and energy. Substantially all of our risk management activities purposes primarily for:
involving derivatives occur outside our regulated businesses. ♦ optimizing the margin on surplus electricity generation

In carrying out our merchant energy business activities, we and load positions and surplus fuel supply and demand
purchase and sell power, fuel, and other energy-related positions,
commodities in competitive markets. These activities expose us ♦ price discovery and verification, and
to significant risks, including market risk from price volatility for ♦ deploying limited risk capital in an effort to generate
energy commodities and the credit risks of counterparties with returns.
which we enter into contracts. The sources of these risks
include, but are not limited to, the following: Accounting for Derivative Instruments

♦ the risks of unfavorable changes in power prices in the The accounting requirements for derivatives require recognition
wholesale forward and spot markets in which we sell a of all qualifying derivative instruments on the balance sheet at
portion of the power from our power generation fair value as either assets or liabilities.
facilities and purchase power to meet our load-serving
requirements, Accounting Designation

♦ the risk of unfavorable fuel price changes for the We must evaluate new and existing transactions and agreements
purchase of a portion of the fuel for our generation to determine whether they are derivatives, for which there are
facilities under short-term contracts or on the spot several possible accounting treatments. Mark-to-market is
market. Fuel prices can be volatile, and the price that required as the default accounting treatment for all derivatives
can be obtained for power produced from such fuel may unless they qualify, and we specifically designate them, for one
not change at the same rate as fuel costs. of the other accounting treatments. Derivatives designated for

♦ the risk that one or more counterparties may fail to any of the elective accounting treatments must meet specific,
perform under their obligations to make payments or restrictive criteria, both at the time of designation and on an
deliver fuel or power, ongoing basis. The permissible accounting treatments include:

♦ interest rate risk associated with variable-rate debt and ♦ normal purchase normal sale (NPNS),
the fair value of fixed-rate debt used to finance our ♦ cash flow hedge,
operations; and ♦ fair value hedge, and

♦ foreign currency exchange rate risk associated with ♦ mark-to-market.
international investments and purchases of equipment We discuss our accounting policies for derivatives and
and commodities in currencies other than U.S. dollars. hedging activities and their impacts on our financial statements

in Note 1.
Objectives and Strategies for Using Derivatives
Risk Management Activities NPNS
To lower our exposure to the risk of unfavorable fluctuations in We elect NPNS accounting for derivative contracts that provide
commodity prices, interest rates, and foreign currency rates, we for the purchase or sale of a physical commodity that will be
routinely enter into derivative contracts, such as fixed-price delivered in quantities expected to be used or sold over a
forward physical purchase and sales contracts, futures, financial reasonable period in the normal course of business. Once we
swaps, and option contracts traded in the over-the-counter elect NPNS classification for a given contract, we cannot

subsequently change the election and treat the contract as a
derivative using mark-to-market or hedge accounting.
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Cash Flow Hedging (Loss) during the periods in which the interest payments being
We generally elect cash flow hedge accounting for most of the hedged occur.
derivatives that we use to hedge market price risk for our Accumulated other comprehensive loss includes net
physical energy delivery activities because hedge accounting more unrealized pre-tax gains on interest rate cash-flow hedges of prior
closely aligns the timing of earnings recognition and cash flows debt issuances totaling $11.3 million at December 31, 2009 and
for the underlying business activities. Management monitors the $12.0 million at December 31, 2008. We expect to reclassify
potential impacts of commodity price changes and, where $2.3 million of pre-tax net gains on these cash-flow hedges from
appropriate, may enter into or close out (via offsetting ‘‘Accumulated other comprehensive loss’’ into ‘‘Interest expense’’
transactions) derivative transactions designated as cash flow during the next twelve months. We had no hedge ineffectiveness
hedges. on these swaps.

Commodity Cash Flow Hedges Fair Value Hedging
Our merchant energy business has designated fixed-price forward We elect fair value hedge accounting for a limited portion of our
contracts as cash-flow hedges of forecasted sales of energy and derivative contracts including certain interest rate swaps and
forecasted purchases of fuel and energy for the years 2010 certain forward contracts and price and basis swaps associated
through 2016. Our merchant energy business had net unrealized with natural gas fuel in storage. The objectives for electing fair
pre-tax losses on these cash-flow hedges recorded in value hedging in these situations are to manage our exposure, to
‘‘Accumulated other comprehensive loss’’ of $951.3 million at optimize the mix of our fixed and floating-rate debt, and to
December 31, 2009 and $2,624.0 million at December 31, hedge the value of our natural gas in storage. We did not have
2008. any fair value hedges related to the value of our natural gas in

We expect to reclassify $631.5 million of net pre-tax losses storage during the last nine months of 2009.
on cash-flow hedges from ‘‘Accumulated other comprehensive
loss’’ into earnings during the next twelve months based on Interest Rate Swaps Designated as Fair Value Hedges
market prices at December 31, 2009. However, the actual We use interest rate swaps designated as fair value hedges to
amount reclassified into earnings could vary from the amounts optimize the mix of fixed and floating-rate debt. We record any
recorded at December 31, 2009, due to future changes in gains or losses on swaps that qualify for fair value hedge
market prices. accounting treatment, as well as changes in the fair value of the

When we determine that a forecasted transaction originally debt being hedged, in ‘‘Interest expense.’’ We record changes in
hedged has become probable of not occurring, we reclassify net fair value of the swaps in ‘‘Derivative assets and liabilities’’ and
unrealized gains or losses associated with those hedges from changes in the fair value of the debt in ‘‘Long-term debt’’ in our
‘‘Accumulated other comprehensive loss’’ to earnings. We Consolidated Balance Sheets. In addition, we record the
recognized in earnings the following pre-tax amounts on such difference between interest on hedged fixed-rate debt and
contracts: floating-rate swaps in ‘‘Interest expense’’ in the periods that the

swaps settle.
Year ended December 31, 2009 2008 2007 During 2004, we entered into interest rate swaps qualifying

as fair value hedges relating to $450 million of our fixed-rate(In millions)
debt maturing in 2012 and 2015, and converted this notionalPre-tax losses $(241.0) $(31.7) $(24.4)
amount of debt to floating-rate. On July 15, 2009, we
terminated an interest rate swap relating to $50 million of theThe pre-tax loss reclassified in 2009 resulted from the sale
$450 million of our fixed-rate debt and received approximatelyof a majority of our international commodities operation and
$4.5 million in cash. The fair value of these hedges was anour termination of certain contracts as part of our efforts to
unrealized gain of $35.8 million at December 31, 2009 andimprove liquidity and reduce risk. The forecasted transactions
$55.9 million at December 31, 2008 and was recorded as anassociated with previously designated cash-flow hedge contracts
increase in our ‘‘Derivative assets’’ and an increase in ourwere deemed probable of not occurring.
‘‘Long-term debt.’’ We had no hedge ineffectiveness on these
interest rate swaps.Interest Rate Swaps Designated as Cash Flow Hedges

We use interest rate swaps designated as cash flow hedges to
Hedge Ineffectivenessmanage our interest rate exposures associated with new debt
For all categories of derivative instruments designated in hedgingissuances and to manage our exposure to fluctuations in interest
relationships, we recorded in earnings the following pre-tax gainsrates on variable rate debt. The effective portion of gains and
(losses) related to hedge ineffectiveness:losses on these interest rate cash flow hedges, net of associated

deferred income tax effects, is recorded in ‘‘Accumulated other Year ended December 31, 2009 2008 2007
comprehensive loss’’ in our Consolidated Statements of (In millions)
Comprehensive Income (Loss). We reclassify gains and losses on Cash-flow hedges $11.3 $(121.0) $(31.4)
the hedges from ‘‘Accumulated other comprehensive loss’’ into Fair value hedges 23.9 20.6 24.4
‘‘Interest expense’’ in our Consolidated Statements of Income Total $35.2 $(100.4) $ (7.0)
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Quantitative Information About Derivatives and HedgingWe did not recognize any gain or loss during 2009 and
Activities2008 relating to changes in value for the portion of our fair

Backgroundvalue hedges excluded from our hedge effectiveness assessment.
Effective January 1, 2009, we adopted an accounting standard
that addresses disclosures about derivative instruments andMark-to-Market
hedging activities. This standard does not change the accountingWe generally apply mark-to-market accounting for risk
for derivatives; rather, it requires expanded disclosure aboutmanagement and trading activities for which changes in fair
derivative instruments and hedging activities regarding:value more closely reflect the economic performance of the

♦ the ways in which an entity uses derivatives,underlying business activity. However, we also use
♦ the accounting for derivatives and hedging activities, andmark-to-market accounting for derivatives related to the
♦ the impact that derivatives have (or could have) on anfollowing physical energy delivery activities:

entity’s financial position, financial performance, and♦ our nonregulated retail gas customer supply activities,
cash flows.which are managed using economic hedges that we have

not designated as cash-flow hedges in order to match
Balance Sheet Tablesthe timing of recognition of the earnings impacts of
We present our derivative assets and liabilities in ourthose activities to the greatest extent permissible, and
Consolidated Balance Sheets on a net basis, including cash♦ economic hedges of activities that require accrual
collateral, whenever we have a legally enforceable master nettingaccounting for which the related hedge requires
agreement with a counterparty to a derivative contract. We usemark-to-market accounting.
master netting agreements whenever possible to manage and
substantially reduce our potential counterparty credit risk. TheOrigination Gains
net presentation in our Consolidated Balance Sheets reflects ourWe may record origination gains associated with commodity
actual credit exposure after giving effect to the beneficial effectsderivatives subject to mark-to-market accounting. Origination
of these agreements and cash collateral, and our credit risk isgains represent the initial fair value of certain structured
reduced further by other forms of collateral.transactions that our wholesale marketing, risk management, and

The following table provides information about the types oftrading operation executes to meet the risk management needs of
market risks we manage using derivatives. This table onlyour customers. Historically, transactions that result in origination
includes derivatives and does not reflect the price risks we aregains have been unique and resulted in individually significant
hedging that arise from physical assets or nonderivative accrualgains from a single transaction. We generally recognize
contracts within our generating plants, customer supply, andorigination gains when we are able to obtain observable market
global commodities activities.data to validate that the initial fair value of the contract differs

As discussed more fully following the table, we present thisfrom the contract price. Origination gains recognized in the past
information by disaggregating our net derivative assets andthree years include:
liabilities into gross components on a contract-by-contract basis♦ none in 2009,
before giving effect to the risk-reducing benefits of master♦ $73.8 million pre-tax in 2008 resulting from 6
netting arrangements and collateral. As a result, we must presenttransactions, and
each individual contract as an ‘‘asset value’’ if it is in the money♦ $41.9 million pre-tax in 2007 resulting from 1
or a ‘‘liability value’’ if it is out of the money, regardless oftransaction.
whether the individual contracts offset market or credit risks of
other contracts in full or in part. Therefore, the gross amountsTermination or Restructuring of Commodity Derivative Contracts
in this table do not reflect our actual economic or credit riskWe may terminate or restructure in-the-money contracts in
associated with derivatives. This gross presentation is intendedexchange for upfront cash payments and a reduction or
only to show separately the various derivative contract types wecancellation of future performance obligations. The termination
use, such as commodities, interest rate, and foreign exchange.or restructuring of contracts allows us to lower our exposure to

In order to identify how our derivatives impact ourperformance risk under these contracts. Such transactions
financial position, at the bottom of the table we provide aresulted in the realization of the following amounts of pre-tax
reconciliation of the gross fair value components to the net fairearnings that otherwise would have been recognized over the life
value amounts as presented in the Fair Value Measurementsof these contracts:
section of this note and our Consolidated Balance Sheets.♦ none in 2009,

♦ $73.1 million pre-tax in 2008 resulting from 7
transactions, and

♦ $17.8 million pre-tax in 2007 resulting from 1
transaction.
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The gross asset and liability values in the table below are segregated between those derivatives designated in qualifying hedge
accounting relationships and those not designated in hedge accounting relationships. Derivatives not designated in hedging
relationships include our retail gas customer supply operation, economic hedges of accrual activities, the total return swaps entered
into to effect the sale of the international commodities and Houston-based gas trading operations, and risk management and trading
activities which we have substantially curtailed as part of our effort to reduce risk in our business. We use the end of period
accounting designation to determine the classification for each derivative position.

Derivatives Derivatives Not
Designated as Hedging Designated As Hedging

Instruments for Instruments for All Derivatives
As of December 31, 2009 Accounting Purposes Accounting Purposes Combined

Asset Liability Asset Liability Asset Liability
Contract type Values (3) Values (4) Values (3) Values (4) Values (3) Values (4)

(In millions)
Power contracts $1,737.3 $(2,292.1) $11,729.3 $(12,414.3) $ 13,466.6 $(14,706.4)
Gas contracts 1,860.6 (1,380.0) 4,159.1 (3,857.1) 6,019.7 (5,237.1)
Coal contracts 20.1 (40.8) 609.5 (627.2) 629.6 (668.0)
Other commodity contracts (1) 1.4 (0.8) 83.1 (32.1) 84.5 (32.9)
Interest rate contracts 35.8 — 28.5 (39.9) 64.3 (39.9)
Foreign exchange contracts — — 13.2 (9.0) 13.2 (9.0)

Total gross fair values $3,655.2 $(3,713.7) $16,622.7 $(16,979.6) $ 20,277.9 $(20,693.3)

Netting arrangements (5) (19,261.0) 19,261.0
Cash collateral (92.6) 125.6

Net fair values $ 924.3 $ (1,306.7)

Net fair value by balance sheet line item:
Accounts receivable (2) $ (348.7)
Derivative assets—current 639.1
Derivative assets—noncurrent 633.9
Derivative liabilities—current (632.6)
Derivative liabilities—noncurrent (674.1)

Total Derivatives $ 924.3 $ (1,306.7)

(1) Other commodity contracts include oil, freight, emission allowances, and weather contracts.

(2) Represents the unrealized fair value of exchange traded derivatives, exclusive of cash margin posted.

(3) Represents in-the-money contracts without regard to potentially offsetting out-of-the-money contracts under master netting agreements.

(4) Represents out-of-the-money contracts without regard to potentially offsetting in-the-money contracts under master netting agreements.

(5) Represents the effect of legally enforceable master netting agreements.

The magnitude of and changes in the gross derivatives objective, we prepare this table by separating each individual
components in this table do not indicate changes in the level of derivative contract that is in the money from each contract that
derivative activities, the level of market risk, or the level of credit is out of the money and present such amounts on a gross basis,
risk. The primary factors affecting the magnitude of the gross even for offsetting contracts that have identical quantities for the
amounts in the table are changes in commodity prices and the same commodity, location, and delivery period. We must also
total number of contracts. If commodity prices change, the gross present these components excluding the substantive credit-risk
amounts could increase, even if the level of contracts stays the reducing effects of master netting agreements and collateral. As a
same, because separate presentation is required for contracts that result, the gross ‘‘asset’’ and ‘‘liability’’ amounts for each contract
are in the money from those that are out of the money. As a type far exceed our actual economic exposure to commodity
result, the gross amounts of even fully hedged positions could price risk and credit risk. Our actual economic exposure consists
increase if prices change. Additionally, if the number of contracts of the net derivative position combined with our nonderivative
increases, the gross amounts also could increase. Thus, the accrual contracts, such as those for load-serving, and our
execution of new contracts to reduce economic risk could physical assets, such as our power plants. Our actual derivative
actually increase the gross amounts in the table because of the credit risk exposure after master netting agreements and cash
requirement to present the gross value of each individual collateral is reflected in the net fair value amounts shown at the
contract separately. bottom of the table above. Our total economic and credit

The primary purpose of this table is to disaggregate the exposures, including derivatives, are managed in a comprehensive
risks being managed using derivatives. In order to achieve this risk framework that includes risk measures such as economic
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value at risk, stress testing, and maximum potential credit contracts, or NPNS contracts within our Generation, Customer
exposure. Supply, and Global Commodities activities, other than fair value

hedges, for which we separately show the gain or loss on the
hedged asset or liability. As a result, for mark-to-market andGain and (Loss) Tables
cash-flow hedge derivatives, these tables only reflect the impactThe tables below summarize the gain and loss impacts of our
of derivatives themselves and therefore do not necessarily includederivative instruments segregated into the following categories:
all of the income statement impacts of the transactions for♦ cash flow hedges,
which derivatives are used to manage risk. For a more complete♦ fair value hedges, and
discussion of how derivatives affect our financial performance,♦ mark-to-market derivatives.
see our accounting policy for Revenues, Fuel and PurchasedThe tables only include this information for derivatives and
Energy Expenses, and Derivatives and Hedging Activities indo not reflect the related gains or losses that arise from
Note 1.generation and generation-related assets, nonderivative accrual

The following table presents gains and losses on derivatives designated as cash flow hedges. As discussed more fully in our
accounting policy, we record the effective portion of unrealized gains and losses on cash flow hedges in Accumulated Other
Comprehensive Loss until the hedged forecasted transaction affects earnings. We record the ineffective portion of gains and losses on
cash flow hedges in earnings as they occur. When the hedged forecasted transaction settles and is recorded in earnings, we reclassify
the related amounts from Accumulated Other Comprehensive Loss into earnings, with the result that the combination of revenue or
expense from the forecasted transaction and gain or loss from the hedge are recognized in earnings at a total amount equal to the
hedged price. Accordingly, the amount of derivative gains and losses recorded in Accumulated Other Comprehensive Loss and
reclassified from Accumulated Other Comprehensive Loss into earnings does not reflect the total economics of the hedged forecasted
transactions. The total impact of our forecasted transactions and related hedges is reflected in our Consolidated Statements of Income
(Loss).

Cash Flow Hedges Year Ended December 31, 2009

Gain (Loss) Recorded
Gain (Loss)in AOCI
Reclassified Ineffectiveness Gain

Year Ended from AOCI into (Loss) Recorded in
Contract type: December 31, 2009 Statement of Income (Loss) Line Item Earnings Earnings

(In millions)
Hedges of forecasted sales: Nonregulated revenues

Power contracts $ 362.5 $ (180.6) $ 77.5
Gas contracts (65.1) (67.3) 6.3
Coal contracts 10.0 (229.9) —
Other commodity contracts (1) 6.8 (0.4) (6.2)

Interest rate contracts (0.3) (0.3) —
Foreign exchange contracts 2.5 (1.1) —

Total gains (losses) $ 316.4 Total included in nonregulated revenues $ (479.6) $ 77.6

Hedges of forecasted purchases: Fuel and purchased energy expense
Power contracts $(1,056.0) $(1,905.3) $(42.2)
Gas contracts 103.7 165.8 (15.2)
Coal contracts (77.7) (187.6) (8.9)
Other commodity contracts (2) (12.3) 8.2 —

Foreign exchange contracts — — —

Total included in fuel and purchased energy
Total losses $(1,042.3) expense $(1,918.9) $(66.3)

Hedges of interest rates: Interest expense
Interest rate contracts — 0.6 —

Total gains $ — Total included in interest expense $ 0.6 $ —

Grand total (losses) gains $ (725.9) $(2,397.9) $ 11.3

(1) Other commodity sale contracts include oil and freight contracts.

(2) Other commodity purchase contracts include freight and emission allowances.

146



The following table presents gains and losses on derivatives designated as fair value hedges and, separately, the gains and losses
on the hedged item. As discussed earlier, we record the unrealized gains and losses on fair value hedges as well as changes in the fair
value of the hedged asset or liability in earnings as they occur. The difference between these amounts represents hedge ineffectiveness.
Due to the sale of our Houston-based gas trading operation, we do not have any activity under fair value hedges related to gas
contracts since the second quarter of 2009.

Fair Value Hedges Year Ended December 31, 2009

Gain (Loss) Gain (Loss)
Recognized in Income Recognized in Income

Contract type: Statement of Income (Loss) Line Item on Derivative on Hedged Item

(In millions)

Commodity contracts:
Gas contracts Nonregulated revenues $40.6 $(16.7)

Interest rate contracts Interest expense (0.1) 0.7

Total gains (losses) $40.5 $(16.0)

The following table presents gains and losses on mark-to-market derivatives, contracts that have not been designated as hedges
for accounting purposes. As discussed more fully in Note 1, we record the unrealized gains and losses on mark-to-market derivatives
in earnings as they occur. While we use mark-to-market accounting for risk management and trading activities because changes in fair
value more closely reflect the economic performance of the activity, we also use mark-to-market accounting for certain derivatives
related to portions of our physical energy delivery activities. Accordingly, the total amount of gains and losses from mark-to-market
derivatives does not necessarily reflect the total economics of related transactions.

Mark-to-Market Derivatives Year Ended December 31, 2009

Gain (Loss)
Recorded in Income

Contract type: Statement of Income (Loss) Line Item on Derivative

(In millions)
Commodity contracts:

Power contracts Nonregulated revenues $ 250.9
Gas contracts Nonregulated revenues (360.0)
Coal contracts Nonregulated revenues 14.0
Other commodity contracts (1) Nonregulated revenues (11.7)
Coal contracts Fuel and purchased energy expense (109.8)

Interest rate contracts Nonregulated revenues (27.2)
Foreign exchange contracts Nonregulated revenues 7.6

Total gains (losses) $(236.2)

(1) Other commodity contracts include oil, freight, emission allowances, weather, and uranium.

In computing the amounts of derivative gains and losses in supply business, which exposes us to electricity and natural gas
the above tables, we include the changes in fair values of price risk; and we provide risk management services and engage
derivative contracts up to the date of maturity or settlement of in trading activities, which can expose us to a variety of
each contract. This approach facilitates a comparable commodity price risks. We conduct our business activities
presentation for both financial and physical derivative contracts. throughout the United States and internationally. In order to
In addition, for cash flow hedges we include the impact of intra- manage the risks associated with these activities, we are required
quarter transactions (i.e., those that arise and settle within the to be an active participant in the energy markets, and we
same quarter) in both gains and losses recognized in routinely employ derivative instruments to conduct our business.
Accumulated Other Comprehensive Loss and amounts Derivative instruments provide an efficient and effective
reclassified from Accumulated Other Comprehensive Loss into way to conduct our business and to manage the associated risks.
earnings. We manage our generating resources and customer supply

activities based upon established policies and limits, and we use
Volume of Derivative Activity derivatives to establish a portion of our hedges and to adjust the
The volume of our derivatives activity is directly related to the level of our hedges from time to time. Additionally, we engage
fundamental nature and scope of our business and the risks we in trading activities which enable us to execute hedging
manage. We own or control electric generating facilities, which transactions in a cost-effective manner. We manage those
exposes us to both power and fuel price risk; we serve electric activities based upon various risk measures, including position
and gas wholesale and retail customers within our customer limits, economic value at risk (EVaR) and value at risk (VaR),
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and we use derivatives to establish and maintain those activities above. Therefore, the information in the table below is only an
within the prescribed limits. We are also using derivatives to indication of that portion of our business that we manage
execute, control, and reduce the overall level of our trading through derivatives and serves primarily to identify the extent of
positions and risk as well as to manage a portion of our interest our derivatives activities and the types of risks that they are
rate risk associated with debt and our foreign currency risk from intended to manage.
non-dollar denominated transactions. Accordingly, the use of Additionally, the disclosure of derivative quantities
derivative instruments is integral to the conduct of our business, potentially could reveal commercially valuable or otherwise
and derivative instruments are an important tool through which competitively sensitive information that could limit the
we are able to manage and mitigate the risks that are inherent in effectiveness and profitability of our business activities.
our activities. Therefore, in the table below, we have computed the derivative

The following table presents information designed to volumes for commodities by aggregating the absolute value of
provide insight into the overall volume of our derivatives usage. net positions within commodities for each year. This provides an
However, the volumes presented in this table are subject to a indication of the level of derivatives activity, but it does not
number of limitations and should only be used as an indication indicate either the direction of our position (long or short), or
of the extent of our derivatives usage and the risks they are the overall size of our position. We believe this presentation gives
intended to manage. an appropriate indication of the level of derivatives activity

First, the volume information is not a complete without unnecessarily revealing the size and direction of our
representation of our market price risk because it only includes derivatives positions.
derivative contracts. Accordingly, this table does not present a Finally, the volume information for commodity derivatives
complete picture of our overall net economic exposure, and represents ‘‘delta equivalent’’ quantities, not gross notional
should not be interpreted as an indication of open or unhedged amounts. We make use of different types of commodity
commodity positions, because the use of derivatives is only one derivative instruments such as forwards, futures, options, and
of the means by which we engage in and manage the risks of swaps, and we believe that the delta equivalent quantity is the
our business. For example, the table does not include power or most relevant measure of the volume associated with these
fuel quantities and risks arising from our physical assets, commodity derivatives. The delta-equivalent quantity represents
non-derivative contracts, and forecasted transactions that we a risk-adjusted notional quantity for each contract that takes into
manage using derivatives; a portion of these volumes reduce account the probability that an option will be exercised.
those risks. It also does not include volumes of commodities Therefore, the volume information for commodity derivatives
under nonderivative contracts that we use to serve customers or represents the delta equivalent quantity of those contracts,
manage our risks. Our actual net economic exposure from our computed on the basis described above. For interest rate
generating facilities and customer supply activities is reduced by contracts and foreign currency contracts we have presented the
derivatives, and the exposure from our trading activities is notional amounts of such contracts in the table below.
managed and controlled through the risk measures discussed

The following table presents the volume of our derivative activities as of December 31, 2009, shown by contractual settlement
year.

Quantities (1) Under Derivative Contracts As of December 31, 2009

Contract Type (Unit) 2010 2011 2012 2013 2014 Thereafter Total

(In millions)
Power (MWH) 32.7 1.6 3.2 3.2 0.1 0.9 41.7
Gas (mmBTU) 37.3 37.4 22.1 21.0 22.7 21.3 161.8
Coal (Tons) 3.9 3.9 0.2 — — — 8.0
Oil (BBL) 0.3 — — — — — 0.3
Emission Allowances (Tons) 7.2 — — — — — 7.2
Interest Rate Contracts $972.3 $140.6 $440.5 $58.2 $255.0 $200.0 $2,066.6
Foreign Exchange Rate Contracts $ 27.9 $ 72.4 $ 16.7 $16.7 $ 16.8 $ 15.5 $ 166.0

(1) Amounts in the table are only intended to provide an indication of the level of derivatives activity and should not be interpreted as a
measure of any derivative position or overall economic exposure to market risk. Quantities are expressed as ‘‘delta equivalents’’ on an
absolute value basis by contract type by year. Additionally, quantities relate only to derivatives and do not include potentially offsetting
quantities associated with physical assets and nonderivative accrual contracts.

In addition to the commodities in the tables above, we also Credit-Risk Related Contingent Features
hold derivative instruments related to weather that are Certain of our derivative instruments contain provisions that
insignificant relative to the overall level of our derivative activity. would require additional collateral upon a credit-related event

such as an adequate assurance provision or a credit rating

148



decrease in the senior unsecured debt of Constellation Energy. legally binding master netting agreements and collateral already
The amount of collateral we could be required to post would be posted.
determined by the fair value of contracts containing such We present the gross fair value of derivatives in a net
provisions that represent a net liability, after offset for the fair liability position that have credit-risk-related contingent features
value of any asset contracts with the same counterparty under in the first column in the table below. This gross fair value
master netting agreements and any other collateral already amount represents only the out-of-the-money contracts
posted. This collateral amount is a component of, and is not in containing such features that are not fully collateralized by cash
addition to, the total collateral we could be required to post for on a stand-alone basis. Thus, this amount does not reflect the
all contracts upon a credit rating decrease. offsetting fair value of in-the-money contracts under legally-

The following table presents information related to these binding master netting agreements with the same counterparty,
derivatives. Based on contractual provisions, we estimate that if as shown in the second column in the table. These
Constellation Energy’s senior unsecured debt were downgraded, in-the-money contracts would offset the amount of any gross
our total contingent collateral obligation for derivatives in a net liability that could be required to be collateralized, and as a
liability position was $0.2 billion as of December 31, 2009, result, the actual potential collateral requirements would be
which represents the additional collateral that we could be based upon the net fair value of derivatives containing such
required to post with counterparties, including both cash features, not the gross amount. The amount of any possible
collateral and letters of credit, in the event of a credit downgrade contingent collateral for such contracts in the event of a
to below investment grade. These amounts are associated with downgrade would be further reduced to the extent that we have
net derivative liabilities totaling $1.0 billion after reflecting already posted collateral related to the net liability.

Because the amount of any contingent collateral obligation would be based on the net fair value of all derivative contracts under
each master netting agreement, we believe that the ‘‘net fair value of derivative contracts containing this feature’’ as shown in the table
below is the most relevant measure of derivatives in a net liability position with credit-risk-related contingent features. This amount
reflects the actual net liability upon which existing collateral postings are computed and upon which any additional contingent
collateral obligation would be based.

Credit-Risk Related Contingent Feature As of December 31, 2009

Gross Fair Value Offsetting Fair Value Net Fair Value
of Derivative of In-the-Money of Derivative Amount of Contingent

Contracts Containing Contracts Under Master Contracts Containing Posted Collateral
This Feature (1) Netting Agreements (2) This Feature (3) Collateral (4) Obligation (5)

(In billions)
$8.6 $(7.6) $1.0 $0.7 $0.2

(1) Amount represents the gross fair value of out-of-the-money derivative contracts containing credit-risk-related contingent features that are
not fully collateralized by posted cash collateral on an individual, contract-by-contract basis ignoring the effects of master netting
agreements.

(2) Amount represents the offsetting fair value of in-the-money derivative contracts under legally-enforceable master netting agreements with
the same counterparty, which reduces the amount of any liability for which we potentially could be required to post collateral.

(3) Amount represents the net fair value of out-of-the-money derivative contracts containing credit-risk related contingent features after
considering the mitigating effects of offsetting positions under master netting arrangements and reflects the actual net liability upon
which any potential contingent collateral obligations would be based.

(4) Amount includes cash collateral posted of $125.6 million and letters of credit of $585.2 million.
(5) Amounts represent the additional collateral that we could be required to post with counterparties, including both cash collateral and

letters of credit, in the event of a credit downgrade to below investment grade after giving consideration to offsetting derivative and
non-derivative positions under master netting agreements.

Concentrations of Derivative-Related Credit Risk We determine the fair value of our assets and liabilities
We discuss our concentrations of credit risk, including using unadjusted quoted prices in active markets (Level 1) or
derivative-related positions, in Note 1 to the Consolidated pricing inputs that are observable (Level 2) whenever that
Financial Statements. information is available. We use unobservable inputs (Level 3) to

estimate fair value only when relevant observable inputs are not
Fair Value Measurements available.
Effective January 1, 2008, we adopted guidance related to fair We classify assets and liabilities within the fair value
value measurements. This guidance defines fair value, establishes hierarchy based on the lowest level of input that is significant to
a framework for measuring fair value, and requires certain the fair value measurement of each individual asset and liability
disclosures about fair value measurements. We discuss our fair taken as a whole. We determine fair value for assets and
value measurements below. liabilities classified as Level 1 by multiplying the market price by

the quantity of the asset or liability. We primarily determine fair
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value measurements classified as Level 2 or Level 3 using the Cash equivalents represent exchange-traded money market
income valuation approach, which involves discounting estimated funds which are included in ‘‘Cash and cash equivalents’’ in the
cash flows using assumptions that market participants would use Consolidated Balance Sheets. Equity securities primarily
in pricing the asset or liability. represent mutual fund investments which are included in ‘‘Other

We present all derivatives recorded at fair value net with the assets’’ in the Consolidated Balance Sheets. Derivative
associated fair value cash collateral. This presentation of the net instruments represent unrealized amounts related to all derivative
position reflects our credit exposure for our on-balance sheet positions, including futures, forwards, swaps, and options. We
positions but excludes the impact of any off-balance sheet classify exchange-listed contracts as part of ‘‘Accounts Receivable’’
positions and collateral. Examples of off-balance sheet positions in our Consolidated Balance Sheets. We classify the remainder of
and collateral include in-the-money accrual contracts for which our derivative contracts as ‘‘Derivative assets’’ or ‘‘Derivative
the right of offset exists in the event of default and letters of liabilities’’ in our Consolidated Balance Sheets.
credit. We discuss our letters of credit in more detail in Note 8. The table below disaggregates our net derivative assets and

liabilities on a gross contract-by-contract basis. Each individual
Recurring Measurements asset or liability that is remeasured at fair value on a recurring
BGE’s assets and liabilities measured at fair value on a recurring basis is required to be presented in this table and classified, in its
basis are immaterial. Our merchant energy business segment’s entirety, within the appropriate level in the fair value hierarchy.
assets and liabilities measured at fair value on a recurring basis Therefore, the objective of this table is to provide information
consist of the following: about how each individual derivative contract is valued within

the fair value hierarchy, regardless of whether a particular
As of December 31, contract is eligible for netting against other contracts or whether2009

it has been collateralized.Assets Liabilities

(In millions)
Cash equivalents $3,065.4 $ —
Equity securities 46.2 —
Derivative instruments:

Classified as derivative assets and
liabilities:
Current 639.1 (632.6)
Noncurrent 633.9 (674.1)

Total classified as derivative assets
and liabilities 1,273.0 (1,306.7)

Classified as accounts receivable* (348.7) —

Total derivative instruments 924.3 (1,306.7)

Total recurring fair value measurements $4,035.9 $(1,306.7)

* Represents the unrealized fair value of exchange traded
derivatives, exclusive of cash margin posted.

The tables below set forth by level within the fair value hierarchy the gross components of the Company’s assets and liabilities
that were measured at fair value on a recurring basis as of December 31, 2009. These gross balances are intended solely to provide
information on sources of inputs to fair value and proportions of fair value involving objective versus subjective valuations and do not
represent either our actual credit exposure or net economic exposure.

Netting and Total Net
At December 31, 2009 Level 1 Level 2 Level 3 Cash Collateral* Fair Value

(In millions)
Cash equivalents $3,065.4 $ — $ — $ — $ 3,065.4
Equity securities—mutual funds 46.2 — — — 46.2
Derivative assets 80.7 19,393.9 803.3 (19,353.6) 924.3
Derivative liabilities (79.0) (19,519.5) (1,094.8) 19,386.6 (1,306.7)

Net derivative position 1.7 (125.6) (291.5) 33.0 (382.4)

Total $3,113.3 $ (125.6) $ (291.5) $ 33.0 $ 2,729.2

* We present our derivative assets and liabilities in our Consolidated Balance Sheets on a net basis. We net derivative assets and
liabilities, including cash collateral, when a legally enforceable master netting agreement exists between us and the counterparty to a
derivative contract. At December 31, 2009, we included $92.6 million of cash collateral held and $125.6 million of cash collateral
posted (excluding margin posted on exchange traded derivatives) in netting amounts in the above table.

150



The factors that cause changes in the gross components of classified derivative contracts within the fair value hierarchy as
the derivative amounts in the tables above are unrelated to the follows:
existence or level of actual market or credit risk from our ♦ Exchange-traded derivative contracts valued based on
operations. We describe the primary factors that change the unadjusted quoted prices in active markets are classified
gross components below. within Level 1.

We prepared this table by separating each individual ♦ Exchange-traded derivative contracts valued using
derivative contract that is in the money from each contract that pricing inputs based upon market quotes or market
is out of the money. We also did not reflect master netting transactions are classified within Level 2. These contracts
agreements and collateral for our derivatives. As a result, the generally trade in less active markets due to the length
gross ‘‘asset’’ and ‘‘liability’’ amounts in each of the three fair of the contracts (i.e., for certain contracts the exchange
value levels far exceed our actual economic exposure to sets the closing price, which may not be reflective of an
commodity price risk and credit risk. Our actual economic actual trade).
exposure consists of the net derivative position combined with ♦ Bilateral derivative contracts where observable inputs are
our nonderivative accrual contracts, such as those for available for substantially the full term and value of the
load-serving, and our physical assets, such as our power plants. asset or liability are classified within Level 2.
Our actual credit risk exposure is reflected in the net derivative ♦ Bilateral derivative contracts with a lower availability of
asset and derivative liability amounts shown in the Total Net pricing information are classified in Level 3. In addition,
Fair Value column. structured transactions, such as certain options, may

Increases and decreases in the gross components presented require us to use internally-developed model inputs,
in each of the levels in this table also do not indicate changes in which might not be observable in or corroborated by
the level of derivative activities. Rather, the primary factors the market, to determine fair value. When such
affecting the gross amounts are commodity prices and the total unobservable inputs have more than an insignificant
number of contracts. If commodity prices change, the gross impact on the measurement of fair value, we also
amounts could increase, even if the level of contracts stays the classify the instrument within Level 3.
same, because separate presentation is required for contracts that In order to determine fair value, we utilize various inputs
are in the money from those that are out of the money. As a and factors including market data and assumptions that market
result, even fully hedged positions could exhibit increases in the participants would use in pricing assets or liabilities as well as
gross amounts if prices change. Additionally, if the number of assumptions about the risks inherent in the inputs to the
contracts increases, the gross amounts also could increase. Thus, valuation technique. The inputs and factors include:
the execution of new contracts to reduce economic risk could ♦ forward commodity prices,
actually increase the gross amounts in the table because of the ♦ price volatility,
required separation of contracts discussed above. ♦ volumes,

Cash equivalents consist of exchange-traded money market ♦ location,
funds, which are valued based upon unadjusted quoted prices in ♦ interest rates,
active markets and are classified within Level 1. ♦ credit quality of counterparties and Constellation

Equity securities consist of mutual funds, which are valued Energy, and
based upon unadjusted quoted prices in active markets and are ♦ credit enhancements.
classified within Level 1. We also record valuation adjustments to reflect uncertainties

Derivative instruments include exchange-traded and bilateral associated with certain estimates inherent in the determination
contracts. Exchange-traded derivative contracts include futures of the fair value of derivative assets and liabilities. The effect of
and certain options. Bilateral derivative contracts include swaps, these uncertainties is not incorporated in market price
forwards, certain options and structured transactions. We utilize information or other market-based estimates used to determine
models to measure the fair value of bilateral derivative contracts. fair value of our mark-to-market energy contracts. To the extent
Generally, we use similar models to value similar instruments. possible, we utilize market-based data together with quantitative
Valuation models utilize various inputs, which include quoted methods for both measuring the uncertainties for which we
prices for similar assets or liabilities in active markets, quoted record valuation adjustments and determining the level of such
prices for identical or similar assets or liabilities in markets that adjustments and changes in those levels.
are not active, other observable inputs for the asset or liability, We describe below the main types of valuation adjustments
and market-corroborated inputs, which are inputs derived we record and the process for establishing each. Generally,
principally from or corroborated by observable market data by increases in valuation adjustments reduce our earnings, and
correlation or other means. However, the primary input to our decreases in valuation adjustments increase our earnings.
valuation models is the forward commodity price. We have However, all or a portion of the effect on earnings of changes in

valuation adjustments may be offset by changes in the value of
the underlying positions.
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♦ Close-out adjustment—represents the estimated cost to probability percentages, and we evaluate its reliability
close out or sell to a third party open mark-to-market based upon market liquidity, comparability, and other
positions. This valuation adjustment has the effect of factors. We also use a credit-spread adjustment in order
valuing ‘‘long’’ positions (the purchase of a commodity) to reflect our own credit risk in determining the fair
at the bid price and ‘‘short’’ positions (the sale of a value of our derivative liabilities.
commodity) at the offer price. We compute this We regularly evaluate and validate the inputs we use to
adjustment using a market-based estimate of the bid/ estimate fair value by a number of methods, consisting of
offer spread for each commodity and option price and various market price verification procedures, including the use of
the absolute quantity of our net open positions for each pricing services and multiple broker quotes to support the
year. The level of total close-out valuation adjustments market price of the various commodities in which we transact, as
increases as we have larger unhedged positions, bid-offer well as review and verification of models and changes to those
spreads increase, or market information is not available, models. These activities are undertaken by individuals that are
and it decreases as we reduce our unhedged positions, independent of those responsible for estimating fair value.
bid-offer spreads decrease, or market information The Company’s assessment of the significance of a
becomes available. particular input to the fair value measurement requires judgment

♦ Unobservable input valuation adjustment—this and may affect the classification of assets and liabilities within
adjustment is necessary when we determine fair value the fair value hierarchy. Because of the long-term nature of
for derivative positions using internally developed certain assets and liabilities measured at fair value as well as
models that use unobservable inputs due to the absence differences in the availability of market prices and market
of observable market information. Unobservable inputs liquidity over their terms, inputs for some assets and liabilities
to fair value may arise due to a number of factors, may fall into any one of the three levels in the fair value
including but not limited to, the term of the hierarchy or some combination thereof. Thus, even though we
transaction, contract optionality, delivery location, or are required to classify these assets and liabilities in the lowest
product type. In the absence of observable market level in the hierarchy for which inputs are significant to the fair
information that supports the model inputs, there is a value measurement, a portion of that measurement may be
presumption that the transaction price is equal to the determined using inputs from a higher level in the hierarchy.
market value of the contract when we transact in our The following table sets forth a reconciliation of changes in
principal market and thus we recalibrate our estimate of Level 3 fair value measurements:
fair value to equal the transaction price. Therefore we

Year Endeddo not recognize a gain or loss at contract inception on
December 31,these transactions. We will recognize such gains or losses

2009 2008in earnings as we realize cash flows under the contract
(In millions)or when observable market data becomes available.

Balance at beginning of period $ 37.0 $(147.1)♦ Credit-spread adjustment—for risk management
Realized and unrealized (losses) gains:purposes, we compute the value of our derivative assets

Recorded in income (486.9) 471.2and liabilities using a risk-free discount rate. In order to
Recorded in other comprehensivecompute fair value for financial reporting purposes, we

income 201.6 (511.9)adjust the value of our derivative assets to reflect the
Purchases, sales, issuances, and settlements 49.1 37.6credit-worthiness of each counterparty based upon either
Transfers into and out of Level 3 (92.3) 187.2published credit ratings, or equivalent internal credit

ratings and associated default probability percentages. Balance at end of year $(291.5) $ 37.0
We compute this adjustment by applying a default Change in unrealized gains recorded in
probability percentage to our outstanding credit income relating to derivatives still held
exposure, net of collateral, for each counterparty. The at end of year $ (27.8) $ 800.1
level of this adjustment increases as our credit exposure
to counterparties increases, the maturity terms of our

Realized and unrealized gains (losses) are included primarilytransactions increase, or the credit ratings of our
in ‘‘Nonregulated revenues’’ for our derivative contracts that arecounterparties deteriorate, and it decreases when our
marked-to-market in our Consolidated Statements of Incomecredit exposure to counterparties decreases, the maturity
(Loss) and are included in ‘‘Accumulated other comprehensiveterms of our transactions decrease, or the credit ratings
loss’’ for our derivative contracts designated as cash-flow hedgesof our counterparties improve. As part of our evaluation,
in our Consolidated Balance Sheets. We discuss the incomewe assess whether the counterparties’ published credit
statement classification for realized gains and losses related toratings are reflective of current market conditions. We
cash-flow hedges for our various hedging relationships in Note 1.review available observable data including bond prices

Realized and unrealized gains (losses) include the realizationand yields and credit default swaps to the extent it is
of derivative contracts through maturity. This includes the fairavailable. We also consider the credit risk measurement
value, as of the beginning of each quarterly reporting period, ofimplied by that data in determining our default
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contracts that matured during each quarterly reporting period. value of CEP is a Level 1 measurement because CEP is a
Purchases, sales, issuances, and settlements represent cash paid or publicly traded stock on the New York Stock Exchange and the
received for option premiums, and the acquisition or fair value is a quoted price in an active market.
termination of derivative contracts prior to maturity. Transfers

Fair Value of Financial Instrumentsinto Level 3 represent existing assets or liabilities that were
We show the carrying amounts and fair values of financialpreviously categorized at a higher level for which the inputs to
instruments included in our Consolidated Balance Sheets in thethe model became unobservable. Transfers out of Level 3
following table:represent assets and liabilities that were previously classified as

Level 3 for which the inputs became observable based on the
At December 31, 2009 2008

criteria discussed previously for classification in either Level 1 or
Carrying Fair Carrying FairLevel 2. Because the depth and liquidity of the power markets
Amount Value Amount Value

varies substantially between regions and time periods, the
(In millions)

availability of observable inputs for substantially the full term Investments and other assets—
and value of our bilateral derivative contracts changes frequently. Constellation Energy $ 167.6 $ 166.0 $2,264.5 $2,264.5

Fixed-rate long-term debt:As a result, we also expect derivatives balances to transfer into
Constellation Energyand out of Level 3 frequently based on changes in the

(including BGE) 4,225.0 4,433.1 6,995.4 6,290.3
observable data available as of the end of the period. BGE 2,200.1 2,280.5 2,265.1 1,990.2

Variable-rate long-term debt:
Constellation EnergyNonrecurring Measurements (including BGE) 649.9 649.9 736.7 736.7

As of December 31, 2009, there were no assets or liabilities BGE — — — —

measured at fair value on a nonrecurring basis. The table below
set forth by level within the fair value hierarchy our financial

We use the following methods and assumptions forassets and liabilities that were measured at fair value on a
estimating fair value disclosures for financial instruments:nonrecurring basis as of December 31, 2008: ♦ cash and cash equivalents, net accounts receivable, other

Losses for the current assets, certain current liabilities, short-term
Fair Value at year ended

borrowings, current portion of long-term debt, andDecember 31, December 31,
2008 Level 1 Level 2 Level 3 2008 certain deferred credits and other liabilities: because of

(In millions) their short-term nature, the amounts reported in our
Equity method

Consolidated Balance Sheets approximate fair value,investment $17.7 $17.7 $— $— $124.4
♦ investments and other assets: the fair value is based on

quoted market prices where available, and
As described more fully in Note 2, during the third and ♦ long-term debt: the fair value is based on quoted market

fourth quarters of 2008 we recorded other-than-temporary prices where available or by discounting remaining cash
impairment charges of $54.7 million and $69.7 million, flows at current market rates.
respectively, on our equity method investment in CEP. The fair
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14 Stock-Based Compensation

Under our long-term incentive plans, we grant stock options, The fair value of our stock-based awards was estimated as
performance and service-based restricted stock, performance- and of the date of grant using the Black-Scholes option pricing
service-based units, and equity to officers, key employees, and model based on the following weighted- average assumptions:
members of the Board of Directors. In May 2007, shareholders
approved Constellation Energy’s 2007 Long-Term Incentive Plan, 2009 2008 2007
under which we can grant up to a total of 9,000,000 shares. Risk-free interest rate 1.95% 2.57% 4.69%
Any shares covered by an outstanding award under any of our Expected life (in years) 4.0 4.0 4.0
long-term incentive plans that are forfeited or cancelled, expire Expected market price volatility factor 37.8% 25.8% 20.3%
or are settled in cash will become available for issuance under Expected dividend yield 4.83% 1.85% 2.5%
the 2007 Long-Term Incentive Plan. At December 31, 2009,
there were 5,790,545 shares available for issuance under the We use the historical data related to stock option exercises
2007 Long-Term Incentive Plan. At December 31, 2009, we had in order to estimate the expected life of our stock options. We
stock options, restricted stock, performance units and equity also use historical data (measured on a daily basis) for a period
grants outstanding as discussed below. We may issue new shares, equal to the duration of the expected life of option awards,
reuse forfeited shares, or buy shares in the market in order to information on the volatility of an identified group of peer
deliver shares to employees for our equity grants. BGE officers companies, and implied volatilities for certain publicly traded
and key employees participate in our stock-based compensation options in Constellation Energy common stock in order to
plans. The expense recognized by BGE in 2009, 2008, and estimate the volatility factor. We believe that the use of this data
2007 was not material to BGE’s financial results. to estimate these factors provides a reasonable basis for our

assumptions. The risk-free interest rate for the periods within
Non-Qualified Stock Options the expected life of the option is based on the U.S Treasury
Options are granted with an exercise price equal to the market yield curve in effect and the expected dividend yield is based on
value of the common stock at the date of grant, become vested our current estimate for dividend payout at the time of grant.
over a period up to three years (expense recognized in tranches),
and expire ten years from the date of grant.

Summarized information for our stock option grants is as follows:

2009 2008 2007

Weighted- Weighted- Weighted-
Average Average Average

Shares Exercise Price Shares Exercise Price Shares Exercise Price

(Shares in thousands)
Outstanding, beginning of year 6,058 $59.99 6,145 $55.90 6,051 $47.23

Granted with exercise prices at fair market value 3,511 20.14 1,434 93.79 1,759 76.22
Exercised (83) 31.07 (375) 47.02 (1,411) 41.91
Forfeited/expired (1,340) 52.41 (1,146) 84.59 (254) 67.85

Outstanding, end of year 8,146 $44.36 6,058 $59.99 6,145 $55.90

Exercisable, end of year 4,114 $55.81 4,665 $52.13 4,043 $48.51

Weighted-average fair value per share of options
granted with exercise prices at fair market value $ 4.24 $18.75 $13.76
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The following table summarizes additional information $20.1 million in 2008, and $17.6 million in 2007. Summarized
about stock options during 2009, 2008 and 2007: share information for our restricted stock awards is as follows:

2009 2008 2007 2009 2008 2007

(In millions) (Shares in thousands)
Stock Option Expense Recognized $14.2 $11.0 $15.1 Outstanding, beginning of year 1,033 1,322 1,207
Stock Options Exercised: Granted 866 365 710

Cash Received for Exercise Price 2.6 20.2 43.4 Released to participants (701) (536) (552)
Intrinsic Value Realized by Canceled (181) (118) (43)

Employee 0.2 14.1 67.6 Outstanding, end of year 1,017 1,033 1,322
Realized Tax Benefit 0.1 5.7 26.7

Weighted-average fair value ofFair Value of Options that Vested 11.0 98.3 82.7
restricted stock granted (per
share) $19.83 $94.62 $75.29As of December 31, 2009, we had $4.0 million of

unrecognized compensation cost related to the unvested portion Total fair value of shares for
of outstanding stock option awards, of which $2.9 million is which restriction has lapsed (in
expected to be recognized during 2010. millions) $ 16.5 $ 49.7 $ 44.5

The following table summarizes additional information
about stock options outstanding at December 31, 2009 (stock

As of December 31, 2009, we had $8.6 million ofoptions in thousands):
unrecognized compensation cost related to the unvested portion
of outstanding restricted stock awards expected to be recognizedWeighted-Outstanding Exercisable Average within a 29-month period. At December 31, 2009, we have

Range of Aggregate Aggregate Remaining
recorded in ‘‘Common shareholders’ equity’’ approximatelyExercise Stock Intrinsic Stock Intrinsic Contractual

Prices Options Value Options Value Life $37.4 million and approximately $47.8 million at December 31,
(In millions) (In millions) (In years) 2008 for the unvested portion of service-based restricted stock

$ 0 – $ 20 3,140 $49.4 — $ — 9.2 granted from 2007 until 2009 to officers and other employees
$20 – $ 40 1,141 3.1 996 2.1 4.3 that is contingently redeemable in cash upon a change in
$40 – $ 60 2,306 — 2,306 — 5.6 control.
$60 – $ 80 792 — 543 — 7.2
$80 – $100 767 — 269 — 8.1

Performance-Based Units
8,146 $52.5 4,114 $2.1 We recognize compensation expense ratably for our performance-

based awards, which are classified as liability awards, for which
the fair value of the award is remeasured at each reportingRestricted Stock Awards
period. Each unit is equivalent to $1 in value and cliff vests atIn addition to stock options, we issue common stock based on
the end of a three-year service and performance period. Themeeting certain service goals. This stock vests to participants at
level of payout is based on the achievement of certainvarious times ranging from one to five years if the service goals
performance goals at the end of the three-year period and willare met. We account for our service-based awards as equity
be settled in cash. We reported compensation expense ofawards, whereby we recognize the value of the market price of
$1.5 million in 2009, a reduction of expense of $3.2 million inthe underlying stock on the date of grant to compensation
2008, and compensation expense of $17.6 million in 2007 forexpense over the service period either ratably or in tranches
these awards. During the 12 months ended December 31, 2009,(depending if the award has cliff or graded vesting).
no performance-based unit awards vested. During the 12 monthsWe recorded compensation expense related to our restricted
ended December 31, 2008, our 2005 performance-based unitstock awards of $16.7 million in 2009, $35.3 million in 2008,
award vested and we paid $24.2 million in cash to settle theand $35.8 million in 2007. The tax benefits received associated
award. During the 12 months ended December 31, 2007, ourwith our restricted awards were $6.7 million in 2009,
2004 performance-based unit award vested and we paid
$19.7 million in cash to settle the award. As of December 31,
2009, we had $10.0 million of unrecognized compensation cost
related to the unvested portion of outstanding performance-
based unit awards expected to be recognized within a 26-month
period.

Equity-Based Grants
We recorded compensation expense of $0.9 million in 2009,
$0.9 million in 2008, and $0.9 million in 2007 related to
equity-based grants to members of the Board of Directors.
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15 Merger and Acquisitions

CLT Efficient Technologies Group at $26.50 per share) that were due to MidAmerican on
On July 1, 2009, we acquired CLT Efficient Technologies the conversion of Series A Preferred Stock but that
Group (CLT). We include CLT as part of our other could not be issued due to regulatory limitations,
nonregulated businesses and have included its results of ♦ issued and delivered a total of 19,897,322 shares of our
operations in our consolidated financial statements since the date common stock, representing 9.99% of our total
of acquisition. CLT is an energy services company that provides outstanding common shares (after giving effect to the
energy performance contracting and energy efficiency issuance, due upon conversion of the Series A Preferred
engineering services. Stock). The fair value of the common stock on the date

We acquired 100% ownership of CLT for $21.9 million, of of issuance was estimated to be $572.6 million based on
which $20.8 million was paid in cash at closing. the stock price at the time of issuance. We also delivered

Our final purchase price allocation related to CLT is as to MidAmerican 14% Senior Notes in the aggregate
follows: principal amount of $1.0 billion, also issued upon the

conversion of the Series A Preferred Stock.
At July 1, 2009 We discuss the merger termination fee in more detail in

Note 2.(In millions)
Current assets $ 5.7

Nufcor International LimitedGoodwill (1) 18.6
Other assets 2.3 On June 26, 2008, we acquired 100% ownership of Nufcor

International Limited (Nufcor), a uranium market participantTotal assets acquired 26.6
that provides marketing services to uranium producers, utilities

Current liabilities (4.7)
and an investment fund in the North American and European

Net assets acquired $21.9 markets, for $102.8 million. We included Nufcor as part of our
Global Commodities operations in our merchant energy business(1) 100% deductible for tax purposes.
segment and had included its results of operations in our
consolidated financial statements since the date of acquisitionThe pro-forma impact of the CLT acquisition would not
until its sale on June 30, 2009. We discuss this divestiture inhave been material to our results of operations for the years
more detail in Note 2.ended December 31, 2009, 2008, and 2007.

West Valley Power PlantCriterion Wind Project
On June 1, 2008, we acquired the West Valley Power Plant, aOn November 30, 2009, we signed an agreement to acquire the
200 MW gas-fired peaking plant located in Utah forCriterion wind project in Garrett County, Maryland. The
approximately $88.6 million (including direct costs). Wecompleted cost of this project is expected to be approximately
accounted for this transaction as an asset acquisition and have$140 million. This 70 MW wind energy project would be
included this plant’s results of operations in the Generationdeveloped, constructed, owned, and operated by us. We expect
operations of our merchant energy business segment since theto close this transaction, subject to certain conditions in the first
date of acquisition. We allocated the purchase price primarily toquarter of 2010 and expect commercial operation of the facility
the equipment with lesser amounts allocated to land and sparein the fall of 2010.
parts inventory.

Termination of Merger Agreement with MidAmerican
Hillabee Energy CenterOn December 17, 2008 Constellation Energy and MidAmerican
On February 14, 2008, we acquired the Hillabee Energy Center,agreed to terminate the Agreement and Plan of Merger the
a partially completed 740 MW gas-fired combined cycle powerparties entered into on September 19, 2008.
generation facility located in Alabama for $156.9 millionIn connection with the termination and conversion of our
(including direct costs), which we accounted for as an assetSeries A Preferred Stock, we made certain payments and issued
acquisition. We allocated the purchase price primarily to thecertain securities to MidAmerican. Specifically, we:
equipment with lesser amounts allocated to land and contracts♦ paid MidAmerican the $175 million merger termination
acquired. We plan to complete the construction of this facilityfee,
and expect it to be ready for commercial operation in the first♦ paid MidAmerican approximately $418 million in lieu
quarter of 2010.of the number of shares of our common stock (valued
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16 Related Party Transactions

Constellation Energy customers will occur from time to time through a competitive
CENG bidding process approved by the Maryland PSC.
On November 6, 2009, upon the sale of a membership interest Our merchant energy business will supply a portion of
in CENG, our nuclear generation and operation business, to BGE’s market-based standard offer service obligation to electric
EDF, we deconsolidated CENG and began accounting for our customers through May 31, 2012.
50.01% membership interest in CENG as an equity method The cost of BGE’s purchased energy from nonregulated
investment. subsidiaries of Constellation Energy to meet its standard offer

In connection with the closing of the transaction with EDF, service obligation was as follows:
we entered into a power purchase agreement (PPA) with CENG
with a fair value of $0.8 billion where we will purchase between Year Ended December 31, 2009 2008 2007
85-90% of the output of CENG’s nuclear plants that is not sold

(In millions)
to third parties under pre-existing PPAs over the five year term

Electricity purchased for resale
of the PPA.

expenses $623.5 $802.0 $1,139.6
For the period from November 6, 2009 through

December 31, 2009, we recognized $122.5 million in purchased
power costs from CENG. In addition, Constellation Energy charges BGE for the

In addition to the PPA, we entered into a power services costs of certain corporate functions. Certain costs are directly
agency agreement (PSA) and an administrative service agreement assigned to BGE. We allocate other corporate function costs
(ASA). The PSA is a five-year agreement under which we will based on a total percentage of expected use by BGE. We believe
provide scheduling, asset management and billing services to this method of allocation is reasonable and approximates the cost
CENG and recognize average annual revenue of approximately BGE would have incurred as an unaffiliated entity. Under the
$16 million. For the period from November 6, 2009 through Maryland PSC’s October 30, 2009 order approving the
December 31, 2009, we recognized $2.7 million in revenue for transaction with EDF, we are limited to allocating no more than
services rendered under the PSA with CENG. 31% of these costs to BGE. Other nonregulated affiliates of

The ASA is a one year agreement that is renewable BGE also charge BGE for the costs of certain services provided.
annually under which we will provide administrative support The following table presents the costs Constellation Energy
services to CENG for a fee of approximately $66 million for charged to BGE in each period.
2010. The fees for administrative support services will be subject
to change in future years based on the level of services provided. Year ended December 31, 2009 2008 2007
The charges under this agreement are intended to represent the

(In millions)
actual cost of the services provided to CENG from us. For the

Charges to BGE $164.7 $153.6 $160.8
period from November 6, 2009 through December 31, 2009, we
recognized $10.0 million for services rendered under the ASA

BGE—Balance Sheetwith CENG as an offset to operating expenses.
BGE participates in a cash pool under a Master Demand Note
agreement with Constellation Energy. Under this arrangement,UNE
participating subsidiaries may invest in or borrow from the poolWe discuss our relationship with UNE in Note 4.
at market interest rates. Constellation Energy administers the
pool and invests excess cash in short-term investments or issuesCEP
commercial paper to manage consolidated cash requirements.On March 31, 2008, our merchant energy business sold its
Under this arrangement, BGE had invested $314.7 million atworking interest in 83 oil and natural gas producing wells in
December 31, 2009 and $148.8 million at December 31, 2008.Oklahoma to CEP, an equity method investment of

As part of the ring-fencing measures required by theConstellation Energy, for total proceeds of approximately
Maryland PSC in its order approving the transaction with EDF,$53 million. Our merchant energy business recognized a
BGE ceased participation in the cash pool on January 7, 2010.$14.3 million gain, net of the minority interest gain of

BGE’s Consolidated Balance Sheets include intercompany$0.7 million on the sale and exclusive of our 28.5% ownership
amounts related to BGE’s purchases to meet its standard offerinterest in CEP. This gain is recorded in ‘‘Gains on Sales of
service obligation, BGE’s gas purchases, BGE’s charges toAssets’’ in our Consolidated Statements of Income (Loss).
Constellation Energy and its nonregulated affiliates for certain
services it provides them, Constellation Energy and itsBGE—Income Statement
nonregulated affiliates’ charges to BGE, and the participation ofBGE is obligated to provide market-based standard offer service
BGE’s employees in the Constellation Energy defined benefitto all of its electric customers for varying periods. Bidding to
plans.supply BGE’s market-based standard offer service to electric
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17 Quarterly Financial Data (Unaudited)

Our quarterly financial information has not been audited but, in management’s opinion, includes all adjustments necessary for a fair
statement. Our business is seasonal in nature with the peak sales periods generally occurring during the summer and winter months.
Accordingly, comparisons among quarters of a year may not represent overall trends and changes in operations.

2009 Quarterly Data—Constellation Energy 2009 Quarterly Data—BGE
Earnings

Net Earnings (Loss) Net
Income (Loss) Per Share Income

Income Attributable Per Share of Income Attributable
(Loss) Other Total Net to from Common (Loss) to
from (Expense) Fixed Income Common Operations— Stock— from Net Common

Revenues Operations Income * Charges * (Loss) Stock Diluted Diluted Revenues Operations Income Stock

(In millions, except per share amounts) (In millions)
Quarter Ended Quarter Ended

March 31 $ 4,303.4 $ (212.1) $ (56.3) $ 93.5 $ (119.7) $ (123.5) $ (0.62) $ (0.62) March 31 $1,193.7 $ 168.7 $ 85.0 $ 81.7
June 30 3,864.1 230.6 (15.0) 84.5 28.3 8.1 0.04 0.04 June 30 767.4 54.3 16.0 12.7
September 30 4,027.7 534.3 11.6 80.1 167.4 137.6 0.69 0.69 September 30 866.5 78.7 32.3 28.6
December 31 3,403.6 7,428.2 (81.0) 92.0 4,427.4 4,421.2 21.96 21.96 December 31 751.4 (33.3) (42.6) (38.2)

Year Ended Year Ended
December 31 $15,598.8 $7,981.0 $(140.7) $350.1 $4,503.4 $4,443.4 $22.19 $22.19 December 31 $3,579.0 $ 268.4 $ 90.7 $ 84.8

The sum of the quarterly earnings per share amounts may not equal the total for the year due to the effects of rounding and dilution.
* In the fourth quarter of 2009, we modified our policy for the classification of credit facility fees and we reclassified amounts for the

first three quarters of 2009 to conform with that policy. Amounts prior to 2009 were not material. See Note 1 for a discussion of our
policy for the classification of credit facility fees.

First quarter results include:
♦ a $184.2 million after-tax loss on the sale of a majority of our international commodities operation, the reclassification of

losses on previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no
longer part of our core business,

♦ a $5.1 million after-tax charge for the impairment of our investment in CEP LLC,
♦ a $23.8 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $6.0 million after-tax charge for certain long-lived assets that ceased to be used in connection with the divestiture of a

majority of our international commodities operation and our Houston-based gas trading operation,
♦ merger termination and strategic alternatives costs totaling $42.3 million after-tax,
♦ workforce reduction costs totaling $4.2 million after-tax, and
♦ a $3.7 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Second quarter results include:
♦ a $123.8 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas

trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part
of our core business,

♦ a $59.0 after-tax charge for the impairment of our shipping joint venture,
♦ a $6.1 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $4.9 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of a

majority of our international commodities operation and our Houston-based gas trading operation as well as the write-off of
an uncollectible advance to an affiliate,

♦ a $1.5 million after-tax charge for the impairment of our investment in CEP LLC,
♦ merger termination and strategic alternatives costs totaling $4.0 million after-tax,
♦ workforce reduction costs totaling $1.1 million after-tax, and
♦ a $5.2 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Third quarter results include:
♦ a $62.9 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas

trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part
of our core business,
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♦ a $19.7 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments
(primarily due to income tax adjustments),

♦ a $9.0 million after-tax charge for certain long-lived assets that ceased to be used in connection with the divestiture of a
majority of our international commodities operation and our Houston-based gas trading operation,

♦ merger termination and strategic alternatives costs totaling $4.9 million after-tax,
♦ workforce reduction costs totaling $1.6 million after-tax, and
♦ a $8.2 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Fourth quarter results include:
♦ a $4,456.1 million after-tax gain on sale of a 49.99% membership interest in CENG to EDF,
♦ a $17.8 million after-tax charge for amortization of the basis difference in CENG,
♦ a $1.0 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas

trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part
of our core business,

♦ a $3.6 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of a
majority of our international commodities operation and our Houston-based gas trading operation,

♦ a $7.1 million after-tax charge for the impairment of BGE’s nonregulated subsidiary, District Chilled Water, net of
noncontrolling interest,

♦ a $2.8 million after-tax benefit for the impairment of certain of our nuclear decommissioning trust fund investments
(primarily due to income tax adjustments),

♦ a $10.0 million after-tax loss on redemption of our zero coupon senior notes,
♦ a $67.1 million after-tax charge for a BGE customer rate credit,
♦ merger termination and strategic alternatives costs benefit totaling $37.4 million after-tax due to a true-up for 2008 and

2009 expenses that became tax deductible upon the close of the transaction with EDF on November 6, 2009,
♦ workforce reduction costs totaling $2.4 million after-tax, and
♦ a $20.6 million after-tax credit facility amendment and termination fees in connection with the EDF transaction.

We discuss these items in Note 2.

2008 Quarterly Data—Constellation Energy 2008 Quarterly Data—BGE
Net Net

Income Income
(Loss) Earnings (Loss) Earnings (Loss) (Loss)

Income Attributable Per Share Per Share Income Applicable
(Loss) Net to from of Common (Loss) to
from Income Common Operations— Stock— from Net Common

Revenues Operations (Loss) Stock Diluted Diluted Revenues Operations Income Stock

(In millions, except per share amounts) (In millions)
Quarter Ended Quarter Ended

March 31 $ 4,812.2 $ 254.3 $ 149.4 $ 145.7 $ 0.81 $ 0.81 March 31 $1,105.8 $ 137.7 $ 76.2 $ 73.0
June 30 4,756.1 331.7 175.0 171.5 0.95 0.95 June 30 636.8 (131.1) (104.2) (107.4)
September 30 5,323.6 (228.4) (222.1) (225.7) (1.27) (1.27) September 30 977.9 69.6 23.5 19.9
December 31 4,850.0 (1,335.7) (1,420.7) (1,405.9) (7.75) (7.75) December 31 983.2 106.3 56.0 52.8

Year Ended Year Ended
December 31 $19,741.9 $ (978.1) $(1,318.4) $(1,314.4) $(7.34) $(7.34) December 31 $3,703.7 $ 182.5 $ 51.5 $ 38.3

The sum of the quarterly earnings per share amounts may not equal the total for the year due to the effects of rounding and dilution as a
result of issuing common shares during the year.

First quarter results include:
♦ a $3.9 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $6.6 million tax benefit related to the anticipated finalization of the Maryland settlement agreement, and
♦ a $9.1 million after-tax gain on the sale of certain working interests in an upstream gas property.

Second quarter results include:
♦ a $2.4 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $13.4 million after-tax charge related to the write-down of our emission allowance inventory,
♦ a $125.3 million after-tax charge related to the one-time $170 residential electric customer credit related to the Maryland

settlement agreement,
♦ a $2.1 million tax benefit related to the Maryland settlement agreement, and
♦ a $46.2 million after-tax gain on the sale of certain working interests in upstream gas properties.

159



Third quarter results include:
♦ a $169.1 million after-tax charge for the impairment of goodwill,
♦ a $86.6 million after-tax charge for the impairments of certain of our upstream gas properties,
♦ a $34.2 million after-tax charge for the impairment of our investment in CEP LLC,
♦ a $22.8 million after-tax charge related to the write-down of our emission allowance inventory,
♦ a $15.3 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $18.9 million after-tax gain on the sale of a dry bulk vessel in our shipping joint venture,
♦ merger and strategic alternatives costs totaling $37.3 million after-tax, of which BGE recorded $10.6 million after-tax,
♦ estimated settlement costs totaling $8.9 million after-tax related to a class action complaint alleging ash placement at a third

party site damaged surrounding properties,
♦ workforce reduction costs totaling $1.6 million after-tax related to our Customer Supply operations, and
♦ a $2.0 million tax benefit related to the Maryland settlement agreement.

Fourth quarter results include:
♦ a $119.8 million after-tax charge for the impairments of certain of our upstream gas properties,
♦ a $50.6 million loss after-tax for an impairment of our investment in CEP LLC and a marketable security held by our

Global Commodities operations,
♦ a $7.5 million after-tax gain related to the recovery in the value of our emission allowance inventory,
♦ a $60.4 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $39.3 million after-tax loss on the sale of certain upstream gas properties,
♦ merger termination and strategic alternatives costs totaling $1,167.1 million after-tax, of which BGE recorded a cost

reduction of $10.6 million after-tax associated with the re-allocation of costs prior to EDF transaction to our merchant
energy segment,

♦ workforce reduction costs totaling $11.8 million after-tax related to our company-wide reduction in force,
♦ a $0.6 after-tax benefit for an adjustment to the estimated settlement costs relating to the class action ash placement

complaint,
♦ a $2.1 million after-tax charge for an adjustment to the impairment of goodwill,
♦ a $1.2 million loss after-tax related to a final true-up of the one-time $170 residential electric customer credit related to the

Maryland settlement agreement, and
♦ a $5.3 million tax benefit related to the Maryland settlement agreement.

We discuss these items in Note 2.

160



Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Items 9A and 9A(T). Controls and Procedures
Evaluation of Disclosure Controls and Procedures
The principal executive officer and principal financial officer of Constellation Energy have each evaluated the
effectiveness of the disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended (the ‘‘Exchange Act’’)) as of December 31, 2009 (the ‘‘Evaluation
Date’’). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, Constellation Energy’s
disclosure controls and procedures are effective in providing reasonable assurance that information required to be
disclosed in the reports that Constellation Energy files and submits under the Exchange Act is recorded, processed,
summarized, and reported when required and is accumulated and communicated to management, as appropriate, to
allow timely decisions regarding required disclosure.

The principal executive officer and principal financial officer of BGE have each evaluated the effectiveness of
BGE’s disclosure controls and procedures as of the Evaluation Date. Based on such evaluation, such officers have
concluded that, as of the Evaluation Date, BGE’s disclosure controls and procedures are effective in providing
reasonable assurance that information required to be disclosed in the reports that BGE files and submits under the
Exchange Act is recorded, processed, summarized, and reported when required and is accumulated and communicated
to management, as appropriate, to allow timely decisions regarding required disclosure.

Internal Control Over Financial Reporting
Each of Constellation Energy and BGE maintains a system of internal control over financial reporting as defined in
Exchange Act Rule 13a-15(f ). The Management’s Reports on Internal Control Over Financial Reporting of each of
Constellation Energy and BGE are included in Item 8. Financial Statements and Supplementary Data included in this
report. As BGE is not an accelerated filer as defined in Exchange Act Rule 12b-2, its Management’s Report on
Internal Control over Financial Reporting is not deemed to be filed for purposes of Section 18 of the Exchange Act as
permitted by the rules and regulations of the Securities and Exchange Commission.

Changes in Internal Control
During the quarter ended December 31, 2009, there has been no change in either Constellation Energy’s or BGE’s
internal control over financial reporting (as such term is defined in Rules 13a-15(f ) and 15d-15(f ) under the Exchange
Act) that has materially affected, or is reasonably likely to materially affect, either Constellation Energy’s or BGE’s
internal control over financial reporting.

Item 9B. Other Information
None.

The information required by this item with respectPART III
to executive officers of Constellation Energy, pursuantBGE meets the conditions set forth in General
to instruction 3 of paragraph (b) of Item 401 ofInstruction I(1)(a) and (b) of Form 10-K for a reduced
Regulation S-K, is set forth following Item 4 of Part Idisclosure format. Accordingly, all items in this section
of this Form 10-K under Executive Officers of therelated to BGE are not presented.
Registrant.

Item 10. Directors, Executive Officers and
Corporate Governance Item 11. Executive Compensation
The information required by this item with respect to The information required by this item will be set forth
directors and corporate governance will be set forth under Executive and Director Compensation and Report of
under Proposal No. 1: Election of Directors in the Proxy Compensation Committee in the Proxy Statement and
Statement and incorporated herein by reference. incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder
Matters
The additional information required by this item will be set forth under Stock Ownership in the Proxy Statement and
incorporated herein by reference.

Equity Compensation Plan Information
The following table reflects our equity compensation plan information as of December 31, 2009:

(a) (b) (c)
Number of securities Number of securities remaining

to be issued upon Weighted-average available for future issuance
exercise of exercise price of under equity compensation

outstanding options, outstanding options, plans (excluding securities
Plan Category warrants, and rights warrants, and rights reflected in item (a))

(In thousands) (In thousands)
Equity compensation plans approved

by security holders 7,432 $44.52 5,791
Equity compensation plans not

approved by security holders 714 $42.63 —

Total 8,146 $44.36 5,791

The plans that do not require shareholder approval are the Constellation Energy Group, Inc. 2002 Senior Management
Long-Term Incentive Plan (Designated as Exhibit No. 10(k)) and the Constellation Energy Group, Inc. Management
Long-Term Incentive Plan (Designated as Exhibit No. 10(l)). A brief description of the material features of each of
these plans is set forth below.

2002 Senior Management Long-Term Incentive Plan
The 2002 Senior Management Long-Term Incentive Plan became effective May 24, 2002 and authorized the issuance
of up to 4,000,000 shares of Constellation Energy common stock in connection with the grant of equity awards. No
further awards will be made under this plan. Any shares covered by an outstanding award that is forfeited or cancelled,
expires or is settled in cash will become available for issuance under the shareholder-approved 2007 Long-Term
Incentive Plan. Shares delivered pursuant to awards under this plan may be authorized and unissued shares or shares
purchased on the open market in accordance with the applicable securities laws. Restricted stock, restricted stock unit,
and performance unit award payouts will be accelerated and stock options and stock appreciation rights gains will be
paid in cash in the event of a change in control, as defined in the plan. The plan is administered by Constellation
Energy’s Chief Executive Officer.

Management Long-Term Incentive Plan
The Management Long-Term Incentive Plan became effective February 1, 1998 and authorized the issuance of up to
3,000,000 shares of Constellation Energy common stock in connection with the grant of equity awards. No further
awards will be made under this plan. Any shares covered by an outstanding award that is forfeited or cancelled, expires
or is settled in cash will become available for issuance under the shareholder-approved 2007 Long-Term Incentive Plan.
Shares delivered pursuant to awards under the plan may be authorized and unissued shares or shares purchased on the
open market in accordance with applicable securities laws. Restricted stock, restricted stock units, and performance
unit award payouts will be accelerated and stock options and stock appreciation rights will become fully exercisable in
the event of a change in control, as defined by the plan. The plan is administered by Constellation Energy’s Chief
Executive Officer.

Item 13. Certain Relationships and Related Transactions, and Director Independence
The additional information required by this item will be set forth under Related Persons Transactions and Determination
of Independence in the Proxy Statement and incorporated herein by reference.

Item 14. Principal Accountant Fees and Services
The information required by this item will be set forth under Ratification of PricewaterhouseCoopers LLP as Independent
Registered Public Accounting Firm for 2010 in the Proxy Statement and incorporated herein by reference.
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PART IV
Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed as a part of this Report:

1. Financial Statements:
Reports of Independent Registered Public Accounting Firm dated February 26, 2010 of

PricewaterhouseCoopers LLP
Consolidated Statements of Income (Loss)—Constellation Energy Group for three years ended December 31,

2009
Consolidated Balance Sheets—Constellation Energy Group at December 31, 2009 and December 31, 2008
Consolidated Statements of Cash Flows—Constellation Energy Group for three years ended December 31,

2009
Consolidated Statements of Common Shareholders’ Equity and Comprehensive Income (Loss)—Constellation

Energy Group for three years ended December 31, 2009
Consolidated Statements of Income—Baltimore Gas and Electric Company for three years ended

December 31, 2009
Consolidated Balance Sheets—Baltimore Gas and Electric Company at December 31, 2009 and December 31,

2008
Consolidated Statements of Cash Flows—Baltimore Gas and Electric Company for three years ended

December 31, 2009
Notes to Consolidated Financial Statements

2. Financial Statement Schedules:
Schedule II—Valuation and Qualifying Accounts
Schedules other than Schedule II are omitted as not applicable or not required.

3. Exhibits Required by Item 601 of Regulation S-K.

Exhibit
Number

*2 — Agreement and Plan of Share Exchange between Baltimore Gas and Electric Company and
Constellation Energy Group, Inc. dated as of February 19, 1999. (Designated as Exhibit No. 2 to the
Registration Statement on Form S-4 dated March 3, 1999, File No. 33-64799.)

*2(a) — Agreement and Plan of Reorganization and Corporate Separation (Nuclear). (Designated as Exhibit
No. 2(a) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(b) — Agreement and Plan of Reorganization and Corporate Separation (Fossil). (Designated as Exhibit
No. 2(b) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(c) — Termination Agreement, dated December 17, 2008, by and among Constellation Energy Group, Inc.,
Constellation Generation II, LLC, Constellation Power Source Generation, Inc., MidAmerican Energy
Holdings Company, MEHC Merger Sub Inc., MEHC Investment, Inc. and Electricite de France
International S.A. (Designated as Exhibit 2.1 to the Current Report on Form 8-K dated
December 17, 2008, File No. 1-12869.)

*2(d) — Master Put Option and Membership Interest Purchase Agreement, dated as of December 17, 2008,
by and among Constellation Energy Group, Inc., EDF Development, Inc. and Electricite de France
International, S.A. (Designated as Exhibit No. 21 to the Current Report on Form 8-K dated
December 17, 2008, File No. 1-12869.)

*2(e) — Amendment No. 1 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated September 16, 2009, File
No. 1-12869.)

*2(f ) — Amendment No. 2 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated September 22, 2009, File
No. 1-12869.)

*2(g) — Amendment No. 3 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated October 30, 2009, File
No. 1-12869.)
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*2(h) — Amendment No. 4 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated November 12, 2009, File
No. 1-12869.)

*3(a) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of December 17, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated December 17, 2008, File
No. 1-12869.)

*3(b) — Correction to Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of
November 25, 2008. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

*3(c) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of September 19, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated September 19, 2008, File
No. 1-12869.)

*3(d) — Articles of Amendment to the Charter of Constellation Energy Group, Inc. as of July 21, 2008.
(Designated as Exhibit No. 3(a) to the Quarterly Report on Form 10-Q dated June 30, 2008, File
Nos. 1-12869 and 1-1910.)

*3(e) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of April 10, 2007.
(Designated as Exhibit 3(a) to the Current Report on Form 8-K dated April 10, 2007, File
No. 1-12869.)

*3(f ) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of November 20, 2001.
(Designated as Exhibit No. 3(e) to the Annual Report on Form 10-K for the year ended
December 31, 2001, File Nos. 1-12869 and 1-1910.)

*3(g) — Certificate of Correction to the Charter of Constellation Energy Group, Inc. as of September 13,
1999. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year ended
December 31, 1999, File Nos. 1-12869 and 1-1910.)

*3(h) — Articles Supplementary to the Charter of Constellation Energy Group, Inc., as of July 19, 1999.
(Designated as Exhibit No. 99.1 to the Current Report on Form 8-K dated July 19, 1999, File Nos.
1-12869 and 1-1910.)

*3(i) — Articles of Amendment and Restatement of Constellation Energy Group, Inc. as of April 30, 1999.
(Designated as Appendix B to Post-Effective Amendment No. 1 to the Registration Statement on
Form S-4 filed March 3, 1999, File No. 33-64799.)

*3(j) — Bylaws of Constellation Energy Group, Inc., as amended to July 18, 2008. (Designated as Exhibit
No. 3 to the Current Report on Form 8-K dated July 18, 2008, File No. 1-12869.)

*3(k) — Articles of Amendment to the Charter of BGE as of February 2, 2010. (Designated as Exhibit
No. 3.1 to the Current Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*3(l) — Charter of BGE, restated as of August 16, 1996. (Designated as Exhibit No. 3 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 1996, File No. 1-1910.)

*3(m) — Bylaws of BGE, as amended to February 4, 2010. (Designated as Exhibit No. 3.2 to the Current
Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*4(a) — Indenture between Constellation Energy Group, Inc. and the Bank of New York, Trustee dated as of
March 24, 1999. (Designated as Exhibit No. 4(a) to the Registration Statement on Form S-3 dated
March 29, 1999, File No. 333-75217.)

*4(b) — First Supplemental Indenture between Constellation Energy Group, Inc. and the Bank of New York,
Trustee dated as of January 24, 2003. (Designated as Exhibit No. 4(b) to the Registration Statement
on Form S-3 dated January 24, 2003, File No. 333-102723.)

*4(c) — Indenture dated as of July 24, 2006 between Constellation Energy Group, Inc. and Deutsche Bank
Trust Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Registration Statement
on Form S-3 filed July 24, 2006, File No. 333-135991.)

*4(d) — First Supplemental Indenture between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee, dated as of June 27, 2008. (Designated as Exhibit 4(a) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)
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*4(e) — Indenture dated June 19, 2008 between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2008, File Nos. 1-12869 and 1-1910.)

*4(f ) — Indenture dated July 1, 1985, between BGE and The Bank of New York (Successor to
Mercantile-Safe Deposit and trust Company), Trustee. (Designated as Exhibit 4(a) to the Registration
Statement on Form S-3, File No. 2-98443); as supplemented by Supplemental Indentures dated as of
October 1, 1987 (Designated as Exhibit 4(a) to the Current Report on Form 8-K, dated
November 13, 1987, File No. 1-1910) and as of January 26, 1993 (Designated as Exhibit 4(b) to the
Current Report on Form 8-K, dated January 29, 1993, File No. 1-1910.)

*4(g) — Form of Subordinated Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(d) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(h) — Form of Supplemental Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(e) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(i) — Form of Preferred Securities Guarantee (Designated as Exhibit 4(f ) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(j) — Form of Junior Subordinated Debenture (Designated as Exhibit 4(e) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(k) — Form of Amended and Restated Declaration of Trust (including Form of Preferred Security)
(Designated as Exhibit 4(c) to the Registration Statement on Form S-3 dated August 5, 2003, File
No. 333-107681.)

*4(l) — Indenture dated as of July 24, 2006 between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit 4(b) to the Registration Statement on Form S-3 filed July 24, 2006,
File No. 333-135991.)

*4(m) — First Supplemental Indenture between BGE and Deutsche Bank Trust Company Americas, as trustee,
dated as of October 13, 2006. (Designated as Exhibit No. 4(a) to the Quarterly Report on
Form 10-Q for the quarter ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

*4(n) — Indenture and Security Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust
Company Americas, as trustee (including form of BGE Officer’s Certificate and form of Senior
Secured Bond) (Designated as Exhibit Nos. 4(u) and 4(u)(1) to Post-Effective Amendment No. 1 to
the Registration Statement on Form S-3 dated July 9, 2009, File Nos. 333-157637 and
333-157637-01.)

*4(o) — Supplemental Indenture No. 1, dated as of October 1, 2009, to the Indenture and Security
Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit No. 4(c) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2009, File Nos. 1-12869 and 1-1910.)

*4(p) — BGE Deed of Easement and Right-of-Way Grant dated as of July 9, 2009 (Designated as Exhibit
No. 4(u)(2) to Post-Effective Amendment No. 1 to the Registration Statement on Form S-3 dated
July 9, 2009, File Nos. 333-157637 and 333-157637-01.)

*4(q) — Indenture dated as of June 29, 2007, by and between RSB BondCo LLC and Deutsche Bank Trust
Company Americas, as Trustee and Securities Intermediary. (Designated as Exhibit 4.1 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*4(r) — Series Supplement to Indenture dated as of June 29, 2007 by and between RSB BondCo LLC and
Deutsche Bank Trust Company Americas, as Trustee and Securities Intermediary (Designated as
Exhibit No. 4(b) to the Quarterly Report on Form 10-Q for the quarter ended September 30, 2009,
File No. 1-1910.)

*4(s) — Replacement Capital Covenant dated June 27, 2008. (Designated as Exhibit No. 4(b) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

+*10(a) — Executive Annual Incentive Plan of Constellation Energy Group, Inc., as amended and restated.
(Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008, File Nos. 1-12869 and 1-1910.)
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+*10(b) — Constellation Energy Group, Inc. Nonqualified Deferred Compensation Plan, as amended and
restated. (Designated as Exhibit No. 10(b) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

*10(c) — Constellation Energy Group, Inc. Deferred Compensation Plan for Non-Employee Directors, as
amended and restated. (Designated as Exhibit No. 10(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(d) — Constellation Energy Group, Inc. Benefits Restoration Plan, as amended and restated. (Designated as
Exhibit No. 10(d) to the Annual Report on Form 10-K for the year ended December 31, 2008, File
Nos. 1-12869 and 1-1910.)

+*10(e) — Constellation Energy Group, Inc. Supplemental Pension Plan, as amended and restated. (Designated
as Exhibit No. 10(e) to the Annual Report on Form 10-K for the year ended December 31, 2008,
File Nos. 1-12869 and 1-1910.)

+*10(f ) — Constellation Energy Group, Inc. Senior Executive Supplemental Plan, as amended and restated.
(Designated as Exhibit No. 10(f ) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(g) — Constellation Energy Group, Inc. Supplemental Benefits Plan, as amended and restated. (Designated
as Exhibit No. 10(a) to the Quarterly Report on Form 10-Q for the quarter ended June 30, 2008,
File Nos. 1-12869 and 1-1910.)

+*10(h) — Constellation Energy Group, Inc. 1995 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(i) — Constellation Energy Group, Inc. Executive Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(j) — Constellation Energy Group, Inc. 2002 Executive Annual Incentive Plan, as amended and restated.
(Designated as Exhibit 10(o) to the Annual Report on Form 10-K for the year ended December 31,
2006, File Nos. 1-12869 and 1-1910.)

+*10(k) — Constellation Energy Group, Inc. 2002 Senior Management Long-Term Incentive Plan, as amended
and restated. (Designated as Exhibit 10(c) to the Quarterly Report on Form 10-Q for the quarter
ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(l) — Constellation Energy Group, Inc. Management Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(m) — Constellation Energy Group, Inc. 2007 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(a) to the Quarterly Report on Form 10-Q for the quarter ended March 31,
2009, File Nos. 1-12869 and 1-1910.)

*10(n) — Grantor Trust Agreement Dated as of February 27, 2004 between Constellation Energy Group, Inc.
and Citibank, N.A. (Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the
quarter ended June 30, 2004, File Nos. 1-12869 and 1-1910.)

*10(o) — Grantor Trust Agreement dated as of February 27, 2004 between Constellation Energy Group, Inc.
and T. Rowe Price Trust Company. (Designated as Exhibit No. 10(b) to the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(p) — Consent of Mayo A. Shattuck III to termination of change-in-control agreement. (Designated as
Exhibit No. 10.1 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(q) — Consent of Michael J. Wallace to termination of change-in-control agreement. (Designated as Exhibit
No. 10.2 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(r) — Consent of Henry B. Barron, Jr. to termination of change-in-control agreement. (Designated as
Exhibit No. 10.3 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(s) — Offer letter between Constellation Energy Group, Inc. and Henry B. Barron, Jr. (Designated as
Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009,
File Nos. 1-12869 and 1-1910.)
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+*10(t) — Letter agreement between Constellation Energy Group, Inc. and Jonathan W. Thayer. (Designated as
Exhibit No. 10(e) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009,
File Nos. 1-12869 and 1-1910.)

+*10(u) — Offer letter between Constellation Energy Group, Inc. and Brenda Boultwood. (Designated as Exhibit
No. 10(f ) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009, File
Nos. 1-12869 and 1-1910.)

*10(v) — Rate Stabilization Property Servicing Agreement dated as of June 29, 2007 by and between RSB
BondCo LLC and Baltimore Gas and Electric Company, as servicer (Designated as Exhibit 10.2 to
the Current Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(w) — Administration Agreement dated as of June 29, 2007 by and between RSB BondCo LLC and
Baltimore Gas and Electric Company, as administrator (Designated as Exhibit 10.3 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(x) — Second Amended and Restated Operating Agreement, dated as of November 6, 2009, by and among
Constellation Energy Nuclear Group, LLC, Constellation Nuclear, LLC, CE Nuclear, LLC, EDF
Development Inc., and for certain limited purposes, E.D.F. International S.A. and Constellation
Energy Group, Inc. (Designated as Exhibit No. 10.1 to the Current Report on Form 8-K dated
November 12, 2009, File No. 1-12869.)

*10(y) — Payment Guaranty, dated as of December 17, 2008, by and between Constellation Energy Group,
Inc. and Electricite de France, S.A. (Designated as Exhibit No. 10.4 to the Current Report on
Form 8-K dated December 17, 2008, File No. 1-12869.)

*10(z) — Amended and Restated Investor Agreement, dated December 17, 2008, by and between Constellation
Energy Group, Inc. and Electricite de France International, SA (Designated as Exhibit 10.7 to the
Current Report on Form 8-K dated December 17, 2008, File No. 1-12869.)

*10(aa) — Letter Agreement dated April 21, 2009 among Constellation Energy Group, Inc., EDF
Development Inc. and E.D.F. International S.A. (Designated as Exhibit No. 10(i) to the Quarterly
Report on Form 10-Q for the quarter ended March 31, 2009, File Nos. 1-12869 and 1-1910.)

*10(bb) — Second Amended and Restated Credit Agreement, dated as of December 17, 2008, among
Constellation Energy Group, Inc., the Lenders named therein, Wachovia Bank, National Association,
as Administrative Agent, LC Bank, Swingline Lender and Collateral Agent. (Designated as Exhibit
No. 10.6 to the Current Report on Form 8-K dated December 17, 2008, File No. 1-12869.)

*10(cc) — Amendment No. 1, dated as of April 15, 2009, to the Second Amended and Restated Credit
Agreement, dated as of December 17, 2008, among Constellation Energy Group, Inc., the Lenders
named therein, Wachovia Bank, National Association, as Administrative Agent, LC Bank, Swingline
Lender and Collateral Agent. (Designated as Exhibit No. 10(h) to the Quarterly Report on
Form 10-Q for the quarter ended March 31, 2009, File Nos. 1-12869 and 1-1910.)

12(a) — Constellation Energy Group, Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges.

12(b) — Baltimore Gas and Electric Company and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges and Computation of Ratio of Earnings to Combined Fixed Charges and Preferred and
Preference Dividend Requirements.

21 — Subsidiaries of the Registrant.

23 — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.

31(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation
Energy Group, Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(d) — Certification of Senior Vice President and Chief Financial Officer of Baltimore Gas and Electric
Company pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
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32(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation
Energy Group, Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

32(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

32(d) — Certification of Senior Vice President and Chief Financial Officer of Baltimore Gas and Electric
Company pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

99(a) — Audited Financial Statements of Constellation Energy Nuclear Group, LLC.

*99(b) — Operating Agreement, dated as of February 4, 2010, by and among RF HoldCo LLC, Constellation
Energy Group, Inc. and GSS Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.1 to the
Current Report on Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(c) — Contribution Agreement, dated as of February 4, 2010, by and among Constellation Energy
Group, Inc., BGE and RF HoldCo LLC. (Designated as Exhibit No. 99.2 to the Current Report on
Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(d) — Purchase Agreement, dated as of February 4, 2010, by and between RF HoldCo LLC and GSS
Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.3 to the Current Report on Form 8-K
dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

101.INS — XBRL Instance Document

101.SCH — XBRL Taxonomy Extension Schema Document

101.PRE — XBRL Taxonomy Presentation Linkbase Document

101.LAB — XBRL Taxonomy Label Linkbase Document

101.CAL — XBRL Taxonomy Calculation Linkbase Document

101.DEF — XBRL Taxonomy Definition Linkbase Document
+ Management contract or compensatory plan or arrangement.

* Incorporated by Reference.

In accordance with Rule 402 of Regulation S-T, the XBRL related information in Exhibit 101 to this Annual
Report on Form 10-K shall not be deemed to be ‘‘filed’’ for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.
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CONSTELLATION ENERGY GROUP, INC. AND SUBSIDIARIES
AND

BALTIMORE GAS AND ELECTRIC COMPANY AND SUBSIDIARIES
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

Column A Column B Column C Column D Column E

Additions

Balance at Charged Charged to Balance at
beginning to costs Other Accounts— (Deductions)— end of

Description of period and expenses Describe Describe period

(In millions)
Reserves deducted in the Balance Sheet

from the assets to which they apply:

Constellation Energy
Accumulated Provision for

Uncollectibles
2009 $ 240.6 $ 71.2 $ (5.0)(A) $ (146.2)(C) $ 160.6
2008 44.9 127.1 102.3 (B) (33.7)(C) 240.6
2007 48.9 31.3 — (35.3)(C) 44.9

Valuation Allowance
Net unrealized (gain) loss on

available for sale securities
2009 2.1 (3.6) (1.3)(D) — (2.8)
2008 (17.3) 7.0 0.3 (D) 12.1 (E) 2.1
2007 (18.5) — 1.2 (D) — (17.3)
Net unrealized (gain) loss on nuclear

decommissioning trust funds
2009 (49.6) — (201.0)(D) 250.6 (F) —
2008 (256.7) — 207.1 (D) — (49.6)
2007 (206.1) — (50.6)(D) — (256.7)

BGE
Accumulated Provision for

Uncollectibles
2009 34.2 41.8 — (28.8)(C) 47.2
2008 21.1 34.5 — (21.4)(C) 34.2
2007 16.1 21.0 — (16.0)(C) 21.1

(A) Represents amounts recorded as an increase to nonregulated revenues resulting from a settlement with a
counterparty that was in default.

(B) Represents amounts recorded as a reduction to nonregulated revenues resulting from liquidated damages claims
upon termination of derivatives which were determined to be uncollectible.

(C) Represents principally net amounts charged off as uncollectible.

(D) Represents amounts recorded in or reclassified from accumulated other comprehensive income.

(E) Represents sale of a marketable security.

(F) Represents decrease due to the deconsolidation of CENG.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Constellation Energy
Group, Inc., the Registrant, has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly
authorized.

CONSTELLATION ENERGY GROUP, INC.
(REGISTRANT)

Date: February 26, 2010 By /s/ MAYO A. SHATTUCK III

Mayo A. Shattuck III
Chairman of the Board, President and Chief

Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the
following persons on behalf of Constellation Energy Group, Inc., the Registrant, and in the capacities and on the dates
indicated.

Signature Title Date

Principal executive officer and director:

By /s/ M. A. Shattuck III Chairman of the Board, February 26, 2010
President, Chief ExecutiveM. A. Shattuck III

Officer, and Director

Principal financial officer:

By /s/ J. W. Thayer Senior Vice President and February 26, 2010
Chief Financial OfficerJ. W. Thayer

Principal accounting officer:

By /s/ B. P. Wright Vice President, Chief February 26, 2010
Accounting Officer, andB. P. Wright

Controller

Directors:

/s/ Y. C. de Balmann Director February 26, 2010

Y. C. de Balmann

/s/ A. C Berzin Director February 26, 2010

A. C. Berzin

/s/ J. T. Brady Director February 26, 2010

J. T. Brady

/s/ J. R. Curtiss Director February 26, 2010

J. R. Curtiss

/s/ F. A. Hrabowski, III Director February 26, 2010

F. A. Hrabowski, III
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Signature Title Date

/s/ N. Lampton Director February 26, 2010

N. Lampton

/s/ R. J. Lawless Director February 26, 2010

R. J. Lawless

/s/ J. L. Skolds Director February 26, 2010

J. L. Skolds

/s/ M. D. Sullivan Director February 26, 2010

M. D. Sullivan
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Baltimore Gas and
Electric Company, the Registrant, has duly caused this Report to be signed on its behalf by the undersigned, thereunto
duly authorized.

BALTIMORE GAS AND ELECTRIC COMPANY
(REGISTRANT)

February 26, 2010 By /s/ KENNETH W. DEFONTES, JR.

Kenneth W. DeFontes, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the
following persons on behalf of Baltimore Gas and Electric Company, the Registrant, and in the capacities and on the
dates indicated.

Signature Title Date

Principal executive officer and director:

By /s/ K. W. DeFontes, Jr. President, Chief Executive February 26, 2010
Officer, and DirectorK. W. DeFontes, Jr.

Principal financial and accounting officer:

By /s/ K. W. Hadlock Senior Vice President and February 26, 2010
Chief Financial OfficerK. W. Hadlock

Directors:

/s/ M. D. Sullivan Chairman of the Board of February 26, 2010
DirectorsM. D. Sullivan

/s/ T. F. Brady Director February 26, 2010

T. F. Brady

/s/ J. Haskins Jr. Director February 26, 2010

J. Haskins Jr.

/s/ C. Hayden Director February 26, 2010

C. Hayden

/s/ M. A. Shattuck III Director February 26, 2010

M. A. Shattuck III
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EXHIBIT INDEX
Exhibit
Number

*2 — Agreement and Plan of Share Exchange between Baltimore Gas and Electric Company and
Constellation Energy Group, Inc. dated as of February 19, 1999. (Designated as Exhibit No. 2 to the
Registration Statement on Form S-4 dated March 3, 1999, File No. 33-64799.)

*2(a) — Agreement and Plan of Reorganization and Corporate Separation (Nuclear). (Designated as Exhibit
No. 2(a) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(b) — Agreement and Plan of Reorganization and Corporate Separation (Fossil). (Designated as Exhibit
No. 2(b) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(c) — Termination Agreement, dated December 17, 2008, by and among Constellation Energy Group, Inc.,
Constellation Generation II, LLC, Constellation Power Source Generation, Inc., MidAmerican Energy
Holdings Company, MEHC Merger Sub Inc., MEHC Investment, Inc. and Electricite de France
International S.A. (Designated as Exhibit 2.1 to the Current Report on Form 8-K dated December 17,
2008, File No. 1-12869.)

*2(d) — Master Put Option and Membership Interest Purchase Agreement, dated as of December 17, 2008, by
and among Constellation Energy Group, Inc., EDF Development, Inc. and Electricite de France
International, S.A. (Designated as Exhibit No. 21 to the Current Report on Form 8-K dated
December 17, 2008, File No. 1-12869.)

*2(e) — Amendment No. 1 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated September 16, 2009, File
No. 1-12869.)

*2(f ) — Amendment No. 2 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated September 22, 2009, File
No. 1-12869.)

*2(g) — Amendment No. 3 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated October 30, 2009, File
No. 1-12869.)

*2(h) — Amendment No. 4 to the Master Put Option and Membership Interest Purchase Agreement.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated November 12, 2009, File
No. 1-12869.)

*3(a) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of December 17, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated December 17, 2008, File
No. 1-12869.)

*3(b) — Correction to Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of
November 25, 2008. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year
ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

*3(c) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of September 19, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated September 19, 2008, File
No. 1-12869.)

*3(d) — Articles of Amendment to the Charter of Constellation Energy Group, Inc. as of July 21, 2008.
(Designated as Exhibit No. 3(a) to the Quarterly Report on Form 10-Q dated June 30, 2008, File
Nos. 1-12869 and 1-1910.)

*3(e) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of April 10, 2007.
(Designated as Exhibit 3(a) to the Current Report on Form 8-K dated April 10, 2007, File
No. 1-12869.)

*3(f ) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of November 20, 2001.
(Designated as Exhibit No. 3(e) to the Annual Report on Form 10-K for the year ended December 31,
2001, File Nos. 1-12869 and 1-1910.)
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*3(g) — Certificate of Correction to the Charter of Constellation Energy Group, Inc. as of September 13, 1999.
(Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year ended December 31,
1999, File Nos. 1-12869 and 1-1910.)

*3(h) — Articles Supplementary to the Charter of Constellation Energy Group, Inc., as of July 19, 1999.
(Designated as Exhibit No. 99.1 to the Current Report on Form 8-K dated July 19, 1999, File
Nos. 1-12869 and 1-1910.)

*3(i) — Articles of Amendment and Restatement of Constellation Energy Group, Inc. as of April 30, 1999.
(Designated as Appendix B to Post-Effective Amendment No. 1 to the Registration Statement on
Form S-4 filed March 3, 1999, File No. 33-64799.)

*3(j) — Bylaws of Constellation Energy Group, Inc., as amended to July 18, 2008. (Designated as Exhibit
No. 3 to the Current Report on Form 8-K dated July 18, 2008, File No. 1-12869.)

*3(k) — Articles of Amendment to the Charter of BGE as of February 2, 2010. (Designated as Exhibit No. 3.1
to the Current Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*3(l) — Charter of BGE, restated as of August 16, 1996. (Designated as Exhibit No. 3 to the Quarterly Report
on Form 10-Q for the quarter ended September 30, 1996, File No. 1-1910.)

*3(m) — Bylaws of BGE, as amended to February 4, 2010. (Designated as Exhibit No. 3.2 to the Current
Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*4(a) — Indenture between Constellation Energy Group, Inc. and the Bank of New York, Trustee dated as of
March 24, 1999. (Designated as Exhibit No. 4(a) to the Registration Statement on Form S-3 dated
March 29, 1999, File No. 333-75217.)

*4(b) — First Supplemental Indenture between Constellation Energy Group, Inc. and the Bank of New York,
Trustee dated as of January 24, 2003. (Designated as Exhibit No. 4(b) to the Registration Statement on
Form S-3 dated January 24, 2003, File No. 333-102723.)

*4(c) — Indenture dated as of July 24, 2006 between Constellation Energy Group, Inc. and Deutsche Bank
Trust Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Registration Statement on
Form S-3 filed July 24, 2006, File No. 333-135991.)

*4(d) — First Supplemental Indenture between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee, dated as of June 27, 2008. (Designated as Exhibit 4(a) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

*4(e) — Indenture dated June 19, 2008 between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Quarterly Report on Form 10-Q
for the quarter ended June 30, 2008, File Nos. 1-12869 and 1-1910.)

*4(f ) — Indenture dated July 1, 1985, between BGE and The Bank of New York (Successor to Mercantile-Safe
Deposit and trust Company), Trustee. (Designated as Exhibit 4(a) to the Registration Statement on
Form S-3, File No. 2-98443); as supplemented by Supplemental Indentures dated as of October 1,
1987 (Designated as Exhibit 4(a) to the Current Report on Form 8-K, dated November 13, 1987, File
No. 1-1910) and as of January 26, 1993 (Designated as Exhibit 4(b) to the Current Report on
Form 8-K, dated January 29, 1993, File No. 1-1910.)

*4(g) — Form of Subordinated Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(d) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(h) — Form of Supplemental Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(e) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(i) — Form of Preferred Securities Guarantee (Designated as Exhibit 4(f ) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(j) — Form of Junior Subordinated Debenture (Designated as Exhibit 4(e) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)
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*4(k) — Form of Amended and Restated Declaration of Trust (including Form of Preferred Security)
(Designated as Exhibit 4(c) to the Registration Statement on Form S-3 dated August 5, 2003, File
No. 333-107681.)

*4(l) — Indenture dated as of July 24, 2006 between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit 4(b) to the Registration Statement on Form S-3 filed July 24, 2006, File
No. 333-135991.)

*4(m) — First Supplemental Indenture between BGE and Deutsche Bank Trust Company Americas, as trustee,
dated as of October 13, 2006. (Designated as Exhibit No. 4(a) to the Quarterly Report on Form 10-Q
for the quarter ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

*4(n) — Indenture and Security Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust
Company Americas, as trustee (including form of BGE Officer’s Certificate and form of Senior Secured
Bond) (Designated as Exhibit Nos. 4(u) and 4(u)(1) to Post-Effective Amendment No. 1 to the
Registration Statement on Form S-3 dated July 9, 2009, File Nos. 333-157637 and 333-157637-01.)

*4(o) — Supplemental Indenture No. 1, dated as of October 1, 2009, to the Indenture and Security Agreement
dated as of July 9, 2009, between BGE and Deutsche Bank Trust Company Americas, as trustee.
(Designated as Exhibit No. 4(c) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2009, File Nos. 1-12869 and 1-1910.)

*4(p) — BGE Deed of Easement and Right-of-Way Grant dated as of July 9, 2009 (Designated as Exhibit
No. 4(u)(2) to Post-Effective Amendment No. 1 to the Registration Statement on Form S-3 dated
July 9, 2009, File Nos. 333-157637 and 333-157637-01.)

*4(q) — Indenture dated as of June 29, 2007, by and between RSB BondCo LLC and Deutsche Bank Trust
Company Americas, as Trustee and Securities Intermediary. (Designated as Exhibit 4.1 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*4(r) — Series Supplement to Indenture dated as of June 29, 2007 by and between RSB BondCo LLC and
Deutsche Bank Trust Company Americas, as Trustee and Securities Intermediary (Designated as Exhibit
No. 4(b) to the Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, File
No. 1-1910.)

*4(s) — Replacement Capital Covenant dated June 27, 2008. (Designated as Exhibit No. 4(b) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

+*10(a) — Executive Annual Incentive Plan of Constellation Energy Group, Inc., as amended and restated.
(Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008, File Nos. 1-12869 and 1-1910.)

+*10(b) — Constellation Energy Group, Inc. Nonqualified Deferred Compensation Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

*10(c) — Constellation Energy Group, Inc. Deferred Compensation Plan for Non-Employee Directors, as
amended and restated. (Designated as Exhibit No. 10(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(d) — Constellation Energy Group, Inc. Benefits Restoration Plan, as amended and restated. (Designated as
Exhibit No. 10(d) to the Annual Report on Form 10-K for the year ended December 31, 2008, File
Nos. 1-12869 and 1-1910.)

+*10(e) — Constellation Energy Group, Inc. Supplemental Pension Plan, as amended and restated. (Designated as
Exhibit No. 10(e) to the Annual Report on Form 10-K for the year ended December 31, 2008, File
Nos. 1-12869 and 1-1910.)

+*10(f ) — Constellation Energy Group, Inc. Senior Executive Supplemental Plan, as amended and restated.
(Designated as Exhibit No. 10(f ) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(g) — Constellation Energy Group, Inc. Supplemental Benefits Plan, as amended and restated. (Designated as
Exhibit No. 10(a) to the Quarterly Report on Form 10-Q for the quarter ended June 30, 2008, File
Nos. 1-12869 and 1-1910.)
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+*10(h) — Constellation Energy Group, Inc. 1995 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(i) — Constellation Energy Group, Inc. Executive Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(j) — Constellation Energy Group, Inc. 2002 Executive Annual Incentive Plan, as amended and restated.
(Designated as Exhibit 10(o) to the Annual Report on Form 10-K for the year ended December 31,
2006, File Nos. 1-12869 and 1-1910.)

+*10(k) — Constellation Energy Group, Inc. 2002 Senior Management Long-Term Incentive Plan, as amended
and restated. (Designated as Exhibit 10(c) to the Quarterly Report on Form 10-Q for the quarter
ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(l) — Constellation Energy Group, Inc. Management Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(m) — Constellation Energy Group, Inc. 2007 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(a) to the Quarterly Report on Form 10-Q for the quarter ended March 31,
2009, File Nos. 1-12869 and 1-1910.)

*10(n) — Grantor Trust Agreement Dated as of February 27, 2004 between Constellation Energy Group, Inc.
and Citibank, N.A. (Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the
quarter ended June 30, 2004, File Nos. 1-12869 and 1-1910.)

*10(o) — Grantor Trust Agreement dated as of February 27, 2004 between Constellation Energy Group, Inc. and
T. Rowe Price Trust Company. (Designated as Exhibit No. 10(b) to the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(p) — Consent of Mayo A. Shattuck III to termination of change-in-control agreement. (Designated as
Exhibit No. 10.1 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(q) — Consent of Michael J. Wallace to termination of change-in-control agreement. (Designated as Exhibit
No. 10.2 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(r) — Consent of Henry B. Barron, Jr. to termination of change-in-control agreement. (Designated as Exhibit
No. 10.3 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(s) — Offer letter between Constellation Energy Group, Inc. and Henry B. Barron, Jr. (Designated as Exhibit
No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009, File
Nos. 1-12869 and 1-1910.)

+*10(t) — Letter agreement between Constellation Energy Group, Inc. and Jonathan W. Thayer. (Designated as
Exhibit No. 10(e) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009, File
Nos. 1-12869 and 1-1910.)

+*10(u) — Offer letter between Constellation Energy Group, Inc. and Brenda Boultwood. (Designated as Exhibit
No. 10(f ) to the Quarterly Report on Form 10-Q for the quarter ended March 31, 2009, File
Nos. 1-12869 and 1-1910.)

*10(v) — Rate Stabilization Property Servicing Agreement dated as of June 29, 2007 by and between RSB
BondCo LLC and Baltimore Gas and Electric Company, as servicer (Designated as Exhibit 10.2 to the
Current Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(w) — Administration Agreement dated as of June 29, 2007 by and between RSB BondCo LLC and
Baltimore Gas and Electric Company, as administrator (Designated as Exhibit 10.3 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(x) — Second Amended and Restated Operating Agreement, dated as of November 6, 2009, by and among
Constellation Energy Nuclear Group, LLC, Constellation Nuclear, LLC, CE Nuclear, LLC, EDF
Development Inc., and for certain limited purposes, E.D.F. International S.A. and Constellation Energy
Group, Inc. (Designated as Exhibit No. 10.1 to the Current Report on Form 8-K dated November 12,
2009, File No. 1-12869.)
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*10(y) — Payment Guaranty, dated as of December 17, 2008, by and between Constellation Energy Group, Inc.
and Electricite de France, S.A. (Designated as Exhibit No. 10.4 to the Current Report on Form 8-K
dated December 17, 2008, File No. 1-12869.)

*10(z) — Amended and Restated Investor Agreement, dated December 17, 2008, by and between Constellation
Energy Group, Inc. and Electricite de France International, SA (Designated as Exhibit 10.7 to the
Current Report on Form 8-K dated December 17, 2008, File No. 1-12869.)

*10(aa) — Letter Agreement dated April 21, 2009 among Constellation Energy Group, Inc., EDF
Development Inc. and E.D.F. International S.A. (Designated as Exhibit No. 10(i) to the Quarterly
Report on Form 10-Q for the quarter ended March 31, 2009, File Nos. 1-12869 and 1-1910.)

*10(bb) — Second Amended and Restated Credit Agreement, dated as of December 17, 2008, among
Constellation Energy Group, Inc., the Lenders named therein, Wachovia Bank, National Association, as
Administrative Agent, LC Bank, Swingline Lender and Collateral Agent. (Designated as Exhibit
No. 10.6 to the Current Report on Form 8-K dated December 17, 2008, File No. 1-12869.)

*10(cc) — Amendment No. 1, dated as of April 15, 2009, to the Second Amended and Restated Credit
Agreement, dated as of December 17, 2008, among Constellation Energy Group, Inc., the Lenders
named therein, Wachovia Bank, National Association, as Administrative Agent, LC Bank, Swingline
Lender and Collateral Agent. (Designated as Exhibit No. 10(h) to the Quarterly Report on Form 10-Q
for the quarter ended March 31, 2009, File Nos. 1-12869 and 1-1910.)

12(a) — Constellation Energy Group, Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed Charges.

12(b) — Baltimore Gas and Electric Company and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges and Computation of Ratio of Earnings to Combined Fixed Charges and Preferred and
Preference Dividend Requirements.

21 — Subsidiaries of the Registrant.

23 — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.

31(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

31(d) — Certification of Senior Vice President and Chief Financial Officer of Baltimore Gas and Electric
Company pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

32(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32(d) — Certification of Senior Vice President and Chief Financial Officer of Baltimore Gas and Electric
Company pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

99(a) — Audited Financial Statements of Constellation Energy Nuclear Group, LLC.

*99(b) — Operating Agreement, dated as of February 4, 2010, by and among RF HoldCo LLC, Constellation
Energy Group, Inc. and GSS Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.1 to the
Current Report on Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)
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*99(c) — Contribution Agreement, dated as of February 4, 2010, by and among Constellation Energy
Group, Inc., BGE and RF HoldCo LLC. (Designated as Exhibit No. 99.2 to the Current Report on
Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(d) — Purchase Agreement, dated as of February 4, 2010, by and between RF HoldCo LLC and GSS
Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.3 to the Current Report on Form 8-K
dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

101.INS — XBRL Instance Document

101.SCH — XBRL Taxonomy Extension Schema Document

101.PRE — XBRL Taxonomy Presentation Linkbase Document

101.LAB — XBRL Taxonomy Label Linkbase Document

101.CAL — XBRL Taxonomy Calculation Linkbase Document

101.DEF — XBRL Taxonomy Definition Linkbase Document

+ Management contracts or compensatory plan or arrangement.

* Incorporated by Reference.

In accordance with Rule 402 of Regulation S-T, the XBRL related information in Exhibit 101 to this Annual
Report on Form 10-K shall not be deemed to be ‘‘filed’’ for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.
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Exhibit 12(a)

CONSTELLATION ENERGY GROUP, INC. AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

12 Months Ended

December December December December December
2009 2008 2007 2006 2005

(In millions)

Income (Loss) from Continuing Operations
(Before Extraordinary Loss and Cumulative
Effects of Changes in Accounting Principles) . . $4,503.4 $(1,318.4) $ 834.4 $ 762.5 $ 548.1

Net (Income) Loss Attributable to
Noncontrolling Interests and BGE Preference
Stock Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . (60.0) 4.0 (12.0) (13.9) (12.2)

Taxes on Income (Loss), Including Tax Effect for
BGE Preference Stock Dividends . . . . . . . . . . . . . 2,978.1 (83.6) 419.2 343.1 155.4

Adjusted Income (Loss) . . . . . . . . . . . . . . . . . . . . . . . $7,421.5 $(1,398.0) $1,241.6 $1,091.7 $ 691.3

Fixed Charges:
Interest and Amortization of Debt Discount

and Expense and Premium on all
Indebtedness, Net of Amounts Capitalized . . $ 352.9 $ 350.5 $ 292.8 $ 315.9 $ 297.6

Earnings Required for BGE Preference Stock
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.8 23.9 22.3 21.1 21.6

Capitalized Interest and Allowance for Funds
Used During Construction . . . . . . . . . . . . . . . . 87.1 50.0 19.4 13.7 9.9

Interest Factor in Rentals . . . . . . . . . . . . . . . . . . . 71.7 96.5 96.7 4.5 6.1

Total Fixed Charges . . . . . . . . . . . . . . . . . . . . . . . . $ 533.5 $ 520.9 $ 431.2 $ 355.2 $ 335.2

Amortization of Capitalized Interest . . . . . . . . . . . . $ 3.9 $ 3.3 $ 3.5 $ 4.3 $ 3.7

Earnings (Loss) (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,871.8 $ (923.8) $1,656.9 $1,437.5 $1,020.3

Ratio of Earnings to Fixed Charges . . . . . . . . . . . . . 14.76 N/A 3.84 4.05 3.04

(1) Earnings (loss) are deemed to consist of income (loss) from continuing operations (before extraordinary
items, cumulative effects of changes in accounting principles, and income (loss) from discontinued
operations) that includes earnings of Constellation Energy’s consolidated subsidiaries, equity in the net
income of unconsolidated subsidiaries, income taxes (including deferred income taxes, investment tax
credit adjustments, and the tax effect of BGE’s preference stock dividends), and fixed charges (including
the amortization of capitalized interest but excluding the capitalization of interest).

N/ADue to the loss for the twelve months ended December 31, 2008, the ratio coverage was less than 1:1.
We would have needed to generate additional earnings of $1,444.7 million to achieve a ratio coverage
of 1:1.



Exhibit 12(b)

BALTIMORE GAS AND ELECTRIC COMPANY AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED AND PREFERENCE DIVIDEND REQUIREMENTS

12 Months Ended

December December December December December
2009 2008 2007 2006 2005

(In millions)
Income from Continuing Operations (Before

Extraordinary Loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 90.7 $ 51.5 $139.8 $170.3 $189.0
Taxes on Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63.8 20.7 96.0 102.2 119.9

Adjusted Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $154.5 $ 72.2 $235.8 $272.5 $308.9
Fixed Charges:

Interest and Amortization of Debt Discount and
Expense and Premium on all Indebtedness, Net of
Amounts Capitalized . . . . . . . . . . . . . . . . . . . . . . . . . . . $143.6 $144.2 $127.9 $104.6 $ 95.6

Interest Factor in Rentals . . . . . . . . . . . . . . . . . . . . . . . . . 0.3 0.3 0.3 0.3 0.3

Total Fixed Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $143.9 $144.5 $128.2 $104.9 $ 95.9

Preferred and Preference Dividend Requirements: (1)
Preferred and Preference Dividends . . . . . . . . . . . . . . . . . $ 13.2 $ 13.2 $ 13.2 $ 13.2 $ 13.2
Income Tax Required . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.6 5.3 9.1 8.0 8.4

Total Preferred and Preference Dividend Requirements $ 21.8 $ 18.5 $ 22.3 $ 21.2 $ 21.6

Total Fixed Charges and Preferred and Preference
Dividend Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . . $165.7 $163.0 $150.5 $126.1 $117.5

Earnings (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $298.4 $216.7 $364.0 $377.4 $404.8

Ratio of Earnings to Fixed Charges . . . . . . . . . . . . . . . . . . . 2.07 1.50 2.84 3.60 4.22
Ratio of Earnings to Combined Fixed Charges and

Preferred and Preference Dividend Requirements . . . . . 1.80 1.33 2.42 2.99 3.45

(1) Preferred and preference dividend requirements consist of an amount equal to the pre-tax earnings that would be
required to meet dividend requirements on preferred stock and preference stock.

(2) Earnings are deemed to consist of income from continuing operations (before extraordinary loss) that includes
earnings of BGE’s consolidated subsidiaries, income taxes (including deferred income taxes and investment tax
credit adjustments), and fixed charges other than capitalized interest.



Exhibit 21

SUBSIDIARIES OF CONSTELLATION ENERGY GROUP, INC.*

Jurisdiction
of

Incorporation

Baltimore Gas and Electric Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Holdings, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Investments, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Real Estate Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Enterprises, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Commodities Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation Energy Projects & Services Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Safe Harbor Water Power Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pennsylvania
BGE Home Products & Services, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Resources, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation NewEnergy, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation Nuclear, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Nuclear Group, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Calvert Cliffs Nuclear Power Plant, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power Source Generation, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power Source Holdings, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
BGE Capital Trust II . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Nine Mile Point Nuclear Station, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
R.E. Ginna Nuclear Power Plant, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland

* The names of certain indirectly owned subsidiaries have been omitted because, considered in the aggregate as a
single subsidiary, they would not constitute a significant subsidiary pursuant to Rule 1-02(w) of
Regulation S-X.
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Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Constellation Energy Group, Inc.
We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 and Form S-8
(Nos. 333-157637 and 333-157693 and 33-59545, 333-46980, 333-89046, 333-129802, and 333-143260,
respectively) of Constellation Energy Group, Inc. of our report dated February 26, 2010 relating to the financial
statements, financial statement schedule, and the effectiveness of internal control over financial reporting, which
appears in this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

Baltimore, Maryland
February 26, 2010

Baltimore Gas and Electric Company
We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 (No. 333-157637-01)
of Baltimore Gas and Electric Company of our report dated February 26, 2010 relating to the financial statements and
financial statement schedule, which appears in this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

Baltimore, Maryland
February 26, 2010



Exhibit 31(a)

CONSTELLATION ENERGY GROUP, INC.

CERTIFICATION

I, Mayo A. Shattuck III, certify that:

1. I have reviewed this report on Form 10-K of Constellation Energy Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2010

/s/ MAYO A. SHATTUCK III

Chairman of the Board, President and Chief Executive Officer



Exhibit 31(b)

CONSTELLATION ENERGY GROUP, INC.

CERTIFICATION

I, Jonathan W. Thayer, certify that:

1. I have reviewed this report on Form 10-K of Constellation Energy Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2010

/s/ JONATHAN W. THAYER

Senior Vice President and Chief Financial Officer



Exhibit 31(c)

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

I, Kenneth W. DeFontes, Jr., certify that:

1. I have reviewed this report on Form 10-K of Baltimore Gas and Electric Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f ) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2010

/s/ KENNETH W. DEFONTES, JR.

President and Chief Executive Officer



Exhibit 31(d)

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

I, Kevin W. Hadlock, certify that:

1. I have reviewed this report on Form 10-K of Baltimore Gas and Electric Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f ) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 26, 2010

/s/ KEVIN W. HADLOCK

Senior Vice President and Chief Financial Officer



Exhibit 32(a)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Mayo A. Shattuck III, Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc., certify pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002 that to my knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2009 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Constellation Energy Group, Inc.

/s/ MAYO A. SHATTUCK III

Mayo A. Shattuck III
Chairman of the Board, President and Chief Executive Officer

Date: February 26, 2010



Exhibit 32(b)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Jonathan W. Thayer, Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc., certify
pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2009 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Constellation Energy Group, Inc.

/s/ JONATHAN W. THAYER

Jonathan W. Thayer
Senior Vice President and Chief Financial Officer

Date: February 26, 2010



Exhibit 32(c)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kenneth W. DeFontes, Jr., President and Chief Executive Officer of Baltimore Gas and Electric Company, certify
pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2009 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Baltimore Gas and Electric Company.

/s/ KENNETH W. DEFONTES, JR.

Kenneth W. DeFontes, Jr.
President and Chief Executive Officer

Date: February 26, 2010



Exhibit 32(d)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kevin W. Hadlock, Senior Vice President and Chief Financial Officer of Baltimore Gas and Electric Company,
certify pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that
to my knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2009 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Baltimore Gas and Electric Company.

/s/ KEVIN W. HADLOCK

Kevin W. Hadlock
Senior Vice President and Chief Financial Officer

Date: February 26, 2010
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Report of Independent Registered Public Accounting Firm

 
To the Board of Directors and Members of
Constellation Energy Nuclear Group, LLC:
 
In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, changes in
members’ equity and comprehensive income and of cash flows present fairly, in all material respects, the financial position of
Constellation Energy Nuclear Group, LLC and its subsidiaries (“the Company”) at December 31, 2009, and the results of
their operations and their cash flows for the period from November 6, 2009 to December 31, 2009, in conformity with
accounting principles generally accepted in the United States of America.  These financial statements are the responsibility of
the Company’s management.  Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight
Board (United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation.  We believe that our audit
provides a reasonable basis for our opinion.
 
The results of operations and cash flows of the Company are presented for the period November 6, 2009 to December 31,
2009 subsequent to the transaction described in Note 1.  As discussed in Note 2 to the financial statements, the Company has
entered into significant transactions with its related parties.
 

 
PricewaterhouseCoopers LLP
Baltimore, Maryland
February 23, 2010

 



 
Constellation Energy Nuclear Group, LLC
Consolidated Statement of Income
 

  For the period  

  November 6 through  

  December 31, 2009  

  (In Thousands of U.S. Dollars)  

    
Revenues    

Sales under power purchase agreements (PPA):    

Constellation Energy Commodities Group, Inc. (CECG)  $ 122,478  

EDF Trading North America, LLC  7,642  

Unrelated parties  59,332  

Non-PPA sales to unrelated parties  2,408  

Capacity and ancillary services revenues from unrelated parties  25,698  

Total revenues  217,558  

    
Expenses    

Amortization of nuclear fuel  24,068  

Department of Energy waste disposal fees  4,945  

Independent system operator charges  752  

Compensation-related expenses  47,310  

Contractual services, professional services, and staff augmentation  14,573  

Administrative support services from Constellation Energy Group, Inc.  11,647  

CECG power services agency agreement  2,691  

Depreciation  17,160  

Accretion of asset retirement obligations  11,257  

Property taxes  8,447  

Other expenses  13,891  

Less amounts reimbursed by Long Island Power Authority  (3,788)
Total expenses  152,953  

    
Operating Income  64,605  

    
Other Income    

Net earnings on nuclear decommissioning trust funds  5,216  

Provision for income taxes on nuclear decommissioning trust fund earnings  (1,333)
Interest income  31  

Total other income  3,914  

    
Net Income  $ 68,519  

 
The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Consolidated Balance Sheet
 

  

December 31,
2009  

  (In Thousands of U.S. Dollars)  

Assets    

Current Assets    

Cash and cash equivalents  $ 222,443  

Accounts receivable from the sale of power:    

Constellation Energy Commodities Group, Inc. (CECG)  69,205  

EDF Trading North America, LLC  7,261  

Unrelated parties  43,885  

Other receivables:    

UniStar Nuclear Energy, LLC  4,265  

Subsidiaries of Constellation Energy Group (CEG)  535  

Unrelated parties  5,845  

Spare parts, materials, and supplies  137,453  

Prepaid expenses and other current assets  20,637  

Current portion of Ginna power purchase agreement (Note 7)  1,445  

Total current assets  512,974  

    
Investments and Other Noncurrent Assets    

Nuclear decommissioning trust funds  1,244,683  

Nuclear fuel - net of amortization  511,857  

Ginna power purchase agreement  11,850  

Deferred costs of CECG power services agency agreement  3,726  

Other noncurrent assets  302  

Total investments and other noncurrent assets  1,772,418  

    
Property, Plant, and Equipment    

Plant in service  3,565,734  

Accumulated depreciation  (1,188,174)
Net plant in service  2,377,560  

Construction work in progress  254,197  

Total property, plant, and equipment  2,631,757  

    
Total Assets  $ 4,917,149  

 
The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Consolidated Balance Sheet
 

  

December 31,
2009  

  (In Thousands of U.S. Dollars)  

Liabilities and Members’ Equity    

Current Liabilities    

Accounts payable and accrued liabilities:    

Unrelated parties  $ 166,211  

CEG and subsidiaries of CEG  13,976  

Current portion of postretirement and postemployment benefit obligations  5,466  

Current portion of power purchase agreement with CECG  371,276  

Total current liabilities  556,929  

    
Noncurrent Liabilities    

Asset retirement obligations  1,036,399  

Power purchase agreement with CECG  400,854  

Pension obligations  172,549  

Postretirement and postemployment benefit obligations  94,122  

Deferred income taxes on nuclear decommissioning trust funds  11,816  

Other noncurrent liabilities  355  

Total noncurrent liabilities  1,716,095  

    
Leases, Commitments, Guarantees, and Contingencies (see Notes 9 and 10)    

    
Members’ Equity    

Members’ capital  2,987,752  

Accumulated deficit  (362,392)
Accumulated other comprehensive income (loss)  18,765  

Total members’ equity  2,644,125  

    
Total Liabilities and Members’ Equity  $ 4,917,149  

 
The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Consolidated Statement of Cash Flows
 
  For the period  

  November 6 through  

  December 31, 2009  

  (In Thousands of U.S. Dollars)  

    
Cash Flows From Operating Activities    

Net Income  $ 68,519  

Adjustments to reconcile to net cash provided by operating activities:    

Amortization of nuclear fuel  24,068  

Depreciation  17,160  

Amortization of Ginna power purchase agreement  (882)
Accretion of asset retirement obligations  11,257  

Net earnings on nuclear decommissioning trust funds  (5,216)
Provision for income taxes on nuclear decommissioning trust fund earnings  1,333  

Defined benefit obligation expense  6,676  

Defined benefit obligation payments  (1,202)
Long-term incentive plan compensation  778  

Changes in:    

Accounts receivable  (76,747)
Spare parts, materials, and supplies  (3,585)
Prepaid expenses and other current assets  9,568  

Deferred costs of CECG power services agency agreement  (3,726)
Accounts payable and accrued liabilities  10,290  

Net cash provided by operating activities  58,291  

    
Cash Flows From Investing Activities    

Investments in property, plant, and equipment  (34,493)
Purchases of nuclear fuel  (12,760)
Investments in nuclear decommissioning trust fund securities  (30,697)
Proceeds from the sale of nuclear decommissioning trust fund securities  30,697  

Net cash used in investing activities  (47,253)
    
Cash Flows From Financing Activities    

Distributions to members  (13,515)
Net cash used in financing activities  (13,515)

    
Net Decrease in Cash and Cash Equivalents  (2,477)
Cash and Cash Equivalents at Beginning of Period  224,920  

Cash and Cash Equivalents at End of Period  $ 222,443  

 
The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Consolidated Statement of Changes in Members’ Equity and Comprehensive Income
 

      Accumulated    

      Other  Total  

  Members’  Accumulated  Comprehensive  Members’  

  Capital  Deficit  Income (Loss)  Equity  

  (In Thousands of U.S. Dollars)  

          
Balance, November 6, 2009  $ 2,986,974  $ (417,396) $ (25,133) $ 2,544,445  

Comprehensive income:          

Net income    68,519    68,519  

Other comprehensive income (OCI):          

Change in unrealized gains on nuclear
decommissioning trust funds, net of taxes of $5,434     27,065  27,065  

Reclassification of net losses on nuclear
decommissioning trust funds from OCI to net
income, net of taxes of $77      610  610  

Gain arising during period on defined benefit plans      14,150  14,150  

Amortization of net actuarial loss, net prior service
cost, and transition obligation included in net
periodic benefit cost      2,073  2,073  

Total comprehensive income    68,519  43,898  112,417  

Contribution for long-term incentive plan *  778      778  

Distributions    (13,515)   (13,515)
          
Balance, December 31, 2009  $ 2,987,752  $ (362,392) $ 18,765  $ 2,644,125  

 

* Represents noncash transactions with members associated with employees’ long -term incentive plan awards.
 

The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Period November 6 Through December 31, 2009
 

1.              Organization and Business
 
Formation and Organization of the Company
 
Constellation Energy Nuclear Group, LLC (“CENG” or “the Company”) is a Maryland limited liability company formed
on December 15, 1999 and reorganized on November 6, 2009.  The Company’s members and their respective member
interests are as follows: 49.11% by Constellation Nuclear, LLC (“CNL”), 0.90% by CE Nuclear, LLC (“CEN”), and
49.99% by EDF Inc. (“EDFI”) (formerly EDF Development, Inc.), all of which are Delaware limited liability
companies.  CNL and CEN are ultimately wholly owned subsidiaries of Constellation Energy Group, Inc. (“CEG”),
which, through its interests in CNL and CEN, owns 50.01% of the Company.  EDFI is a wholly owned subsidiary of
E.D.F. International S.A. (“EDF International”), which is ultimately a wholly owned subsidiary of Electricité de France,
SA (“EDF”).
 
EDFI acquired its member interest in the Company effective 10:00 AM Eastern Standard Time on November 6, 2009
(the “EDF Closing”).  Prior to this date, the Company was a wholly owned subsidiary of CEG.  The results of operations
and cash flows of the Company are presented for the period November 6 through December 31, 2009 subsequent to the
transaction.  The Company carried forward its historical basis of assets and liabilities as a result of this transaction.
 
The operation of the Company is subject to various agreements among the members, including the Second Amended and
Restated Operating Agreement dated November 6, 2009 (the “Operating Agreement”).  These agreements include
provisions which describe, among other matters, the formation and termination of the Company, the rights and
responsibilities of the members, the operating activities of the Company, the governance of the Company, capital
contributions by the members, and profit distributions to the members.  The agreements contain mechanisms for the
members to contribute additional capital or make loan advances to the Company if needed.
 
The Company is governed by a board of ten directors, five of which are appointed by CNL and five by EDFI.  In
addition, the consents of both CNL and EDFI are required before the Company may take certain significant actions,
including materially changing the scope of the Company’s businesses, issuing credit support outside the ordinary course
of business, incurring certain types of indebtedness, and entering into agreements of significant size or duration.  In
general, the Company is jointly controlled by CEG and EDFI, except for matters related to nuclear safety, security and
reliability, certain regulatory and environmental compliance issues, and senior executive officer appointments for which
CEG has a casting or controlling vote.  No member is obligated individually for any debt, obligation, or liability of the
Company solely by reason of being a member of the Company.  Only obligations of the Company that are assumed by a
member in a separate written agreement can become liabilities of a member.  In the event the Company were to be
liquidated, the remaining equity of the Company would be divided among the members according to each member’s
ownership interest.
 
Nature of the Business
 
The Company owns and operates three nuclear power plants having a total capacity of 4,044 megawatts (“MW”) as set
forth below.  The 18% of Nine Mile Point Unit 2 (NMP2) not owned by the Company is owned by the Long Island
Power Authority (“LIPA”), an unrelated party, which reimburses the Company for its 18% share of the operating and
construction costs of that unit.  The Company and LIPA are each responsible for providing their own financing for
NMP2.

 

Plant  Location  Region  

Total
MW  

%
Owned
By the

Company  

MW
Owned
By the

Company  

Expiration
Of NRC
License  

Most
Recent

Refueling
Outage  

Calvert Cliffs Unit
1  

Calvert County,
MD  PJM  855  100% 855  2034  03/2008  

Calvert Cliffs Unit
2  

Calvert County,
MD  PJM  850  100% 850  2036  03/2009  

Ginna  Ontario, NY  NYISO  581  100% 581  2029  10/2009  

Nine Mile Point
Unit 1  Scriba, NY  NYISO  620  100% 620  2029  04/2009  

Nine Mile Point
Unit 2  Scriba, NY  NYISO  1,138  82% 933  2046  04/2008  

      4,044    3,839      

 
The Calvert Cliffs and Nine Mile Point units are on 24-month refueling outage schedules, and the Ginna plant is on an
18-month refueling outage schedule.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Period November 6 Through December 31, 2009
 

The Company is making investments in Nine Mile Point Unit 2 which are expected to increase the capacity of that unit
by 105 MW from 1,138 MW to 1,243 MW effective approximately June of 2012.  In January 2010, the Company and
LIPA entered into an agreement under which LIPA will participate in 18% of this capacity increase consistent with their
existing ownership interest.  The costs incurred through December 31, 2009 which were attributable to LIPA’s share of
the increased capacity were approximately $16.3 million, and LIPA reimbursed the Company for this amount in
January 2010.  As a result, the Company’s and LIPA’s ownership interests in Nine Mile Point Unit 2 continue to be 82%
and 18%, respectively.

 
2.              Related-Party Transactions
 
In the normal course of business, the Company conducts transactions with certain related parties under the following
agreements.
 
Power Purchase Agreements
 
As discussed in Note 7, the power generated by the Company’s plants is sold through various Power Purchase
Agreements (“PPAs”) to Constellation Energy Commodities Group (“CECG”), a wholly owned subsidiary of CEG; EDF
Trading North America, LLC (“EDFTNA”), which is ultimately a wholly owned subsidiary of EDF; and unrelated
parties.
 
Administrative Services Agreement
 
The Company purchases various administrative services from CEG pursuant to a fixed-price contract and a
consumption-based contract.  The fixed-price contract covers most services at an annual cost of $66 million, and the
consumption-based contract covers primarily information technology services.  Both contracts expire on December 31,
2010, after which they are to be replaced by a new administrative services agreement that will incorporate a
direct-charging mechanism.
 
Power Services Agency Agreement
 
The Company purchases certain scheduling, asset management, and billing services from CECG under a power services
agency agreement that expires December 31, 2014 (the “Power Services Agency Agreement”).  The cost of the Power
Services Agency Agreement is charged to expense at the annual rate of approximately $16.1 million.  Cumulative
scheduled payments under the Power Services Agency Agreement in excess of the expensed amounts are recorded in the
Consolidated Balance Sheet as a deferred cost.  Payments required for each year of the Power Services Agency
Agreement and the related deferred costs at the respective year ends are as follows:
 
    Year-End Deferred Cost Balance  

Year  Payments  Total  Current Portion  

    (In Thousands)    

November 6 through December 31, 2009  $ 6,417  $ 3,726  $ —  

2010  42,100  29,681  2,545  

2011  13,600  27,135  7,645  

2012  8,500  19,490  7,645  

2013  8,500  11,845  11,845  

2014  4,300  —  —  

Total  $ 83,417      

 
Pension Plan
 
As discussed in Note 8, pending a final ERISA 4044 evaluation, the assets of one of the Company’s pension plans are
co-managed with the assets of CEG’s pension plan as of December 31, 2009.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Period November 6 Through December 31, 2009
 

Contractual Services Agreements
 
EDF has seconded certain of its employees to the Company, and the Company has an agreement to reimburse EDF for
the costs of these employees.  During the period November 6 through December 31, 2009, the Company incurred costs
of $84,000 under this agreement.  The costs are recorded in “Contractual services, professional services, and staff
augmentation” expense.
 
UniStar Nuclear Energy, LLC (“UNE”) is a 50/50 joint venture between subsidiaries of CEG and EDF.  The Company
has assigned certain of its employees, and provides technical, managerial, and administrative services, to UNE through a
cost-reimbursement project billing arrangement.  For the period November 6 through December 31, 2009, reimbursable
costs were approximately $3.5 million.
 
Contingent Receipts
 
As discussed in Note 10, CEG is entitled to any funds received from the U.S. Department of Energy (“DOE”) that
reimburse costs expended prior to the EDF Closing for the storage of spent nuclear fuel at the Company’s nuclear sites.
 
Parental Guarantees
 
CEG and EDF have issued or are otherwise responsible for the following guarantees, financial assurances, and letters of
credit on behalf of the Company or its operating subsidiaries with respect to various Company or subsidiary obligations
in the combined aggregate amount of approximately $980.3 million.  CEG and EDF share in these obligations in
proportion to their respective member interests.
 

•                   $587.5 million in guarantees for the payment of contingent retrospective premium adjustments for the nuclear
liability insurance discussed in Note 10;

•                   $93.5 million in guarantees for the payment of contingent retrospective premium adjustments for the nuclear
property and decontamination liability insurance discussed in Note 10;

•                   $290.0 million in combined support agreement obligations to meet U.S. Nuclear Regulatory Commission
(“NRC”) requirements;

•                   $7.2 million in guarantees associated with hazardous waste management facilities, underground storage tanks,
and operating within the PJM region; and

•                   $2.1 million in irrevocable standby letters of credit for workers compensation insurance deductibles.
 

3.              Significant Accounting Policies
 
Significant accounting policies pertaining to matters discussed in other notes are disclosed in those notes.  The following
are significant accounting policies not discussed elsewhere.
 
Basis of Presentation
 
These consolidated financial statements are presented in United States dollars in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) and include the accounts of the Company and all entities
controlled by the Company.  All material intercompany balances and transactions have been eliminated.
 
Management evaluated for inclusion in these financial statements events and transactions that occurred after
December 31, 2009 through February 26, 2010, the date these financial statements were issued.
 
Use of Estimates
 
When preparing financial statements in accordance with GAAP, management makes estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results
could differ materially from those estimates.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Period November 6 Through December 31, 2009
 

Derivatives
 
The Company does not have any contracts that meet the definition of a derivative, other than certain PPAs qualifying for
the normal purchases and normal sales exception under GAAP which are therefore accounted for on the accrual basis and
not reported at fair value.
 
Fair Value
 
We determine the fair value of our assets and liabilities using unadjusted quoted prices in active markets (Level 1) or
pricing inputs that are observable (Level 2) whenever that information is available. We use unobservable inputs (Level 3)
to estimate fair value only when relevant observable inputs are not available.
 
We classify assets and liabilities within the fair value hierarchy based on the lowest level of input that is significant to the
fair value measurement of each individual asset and liability taken as a whole. We determine fair value measurements
classified as Level 1 or Level 2 by multiplying the pricing input by the quantity. We primarily determine fair value
measurements classified as Level 3 using the income valuation approach, which involves discounting estimated cash
flows using assumptions that market participants would use in pricing the asset or liability.
 
Income Taxes
 
The Company’s qualified nuclear decommissioning trust funds are subject to federal income taxes as separate taxable
entities, and a provision for those taxes is made in these financial statements.  No additional provision for income taxes is
made in these financial statements because the Company is considered a partnership for income tax purposes and,
accordingly, the members are responsible for the income tax consequences of their respective shares of the Company’s
income, loss, deductions, and credits.
 
Cash and Cash Equivalents
 
Cash and cash equivalents consist of cash and highly liquid investments with original maturities of three months or less,
other than those held in and reported as “Nuclear decommissioning trust funds.”  Cash and cash equivalents are reported
in the Consolidated Balance Sheet at fair value in the Level 1 hierarchy.
 
Accounts Receivable
 
Accounts receivable are stated net of any allowance for uncollectibles.  At December 31, 2009, the allowance for
uncollectibles was not material.
 
Spare Parts, Materials, and Supplies
 
Spare parts, materials, and supplies (other than capital spares and rotatable spares, which are included in property, plant,
and equipment) are stated at the lower of average cost or market.
 
Nuclear Fuel
 
As discussed in Note 9, the Company has long-term contracts for the purchase, conversion, and enrichment of nuclear
fuel, the fabrication of fuel rod assemblies, and the procurement of canisters for the storage of spent nuclear fuel.  Costs
incurred under these contracts are recorded in the Consolidated Balance Sheet as “Nuclear fuel — net of amortization.” 
These contracts do not meet the definition of a derivative or a lease, and the Company accounts for them on the accrual
basis.  The nuclear fuel and canister costs are amortized based on the energy produced over the life of the fuel in the
reactor, and the amortization expense is reported in the Consolidated Statement of Income as “Amortization of nuclear
fuel.”  In addition, fees paid to the DOE for the disposal of spent nuclear fuel are recorded to expense as incurred.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Period November 6 Through December 31, 2009
 

4.              Property, Plant, and Equipment
 
Original Cost
 
Property, plant, and equipment (“PP&E”) is recorded at its original cost, net of accumulated depreciation.  Original cost
includes the material, labor, and contractor costs directly associated with the acquisition or construction of the PP&E.  In
addition, as discussed in Note 6, the cost of PP&E includes the associated asset retirement costs.  Executive and general
management costs are charged to expense, not to PP&E.  The costs of capital projects are accumulated in the
Consolidated Balance Sheet as “Construction work in progress” until the assets are placed in service.
 
The smallest item recorded as PP&E is a retirement unit.  When a retirement unit is replaced, and in certain
circumstances when a retirement unit is refurbished, the cost of the replacement or refurbishment is capitalized.  When
only part of a retirement unit is replaced or when maintenance (including planned major maintenance) is performed, the
cost is charged to expense in the Consolidated Statement of Income.
 
Certain significant spare parts, defined as Capital Spares or Rotatable Spares, are recorded in “Plant in service” rather
than in “Spare parts, materials, and supplies” and are depreciated and otherwise accounted for consistent with other
“Plant in service.”
 
Depreciation Expense and Useful Life
 
Plant buildings and equipment are depreciated using the group straight-line method.  Depreciation groups consist of
retirement units that are similar in nature and that have approximately the same useful lives.  Assets are depreciated
through the shorter of their useful lives or the license expiration date of the plant with which the asset is associated. 
Periodically, depreciation studies are conducted to update the useful lives of the various depreciation groups.  PP&E
other than plant buildings and equipment is generally depreciated on a straight-line basis.  Plant buildings and equipment
comprise more than 95% of the carrying value of the Company’s PP&E, with computer software, office equipment and
furniture, and transportation equipment comprising the remainder of the PP&E.  The weighted average annual
depreciation rate applied to the gross cost of PP&E at December 31, 2009 was 3.1%.
 
Retirements
 
For routine retirements of PP&E depreciated under the group depreciation method, the cost of the asset being retired is
removed from both “Plant in service” and “Accumulated depreciation” in the Consolidated Balance Sheet.  No gain or
loss is recorded for routine retirements because the depreciation rates under the group method contemplate a statistical
dispersion of routine retirement activity.  For extraordinary retirements not contemplated in the periodic depreciation
studies, and for the retirement of other PP&E not depreciated under the group method of depreciation, any disposition
gain or loss is recorded in the Consolidated Statement of Income.  The cost of removing assets from service is charged to
expense as incurred.
 
Impairment Evaluations
 
The Company periodically evaluates whether events have occurred or conditions have changed that would indicate a
further evaluation is warranted to determine whether its PP&E may be impaired.  This evaluation is performed at the
lowest level for which identifiable cash flows are largely independent of the cash flows of other groups of assets and
liabilities.  The PP&E asset groups evaluated for impairment are 1) Calvert Cliffs, 2) Nine Mile Point, 3) Ginna, and 4)
the entire Company including headquarters and non-plant PP&E.  The PP&E asset groups consist of the plant-specific
PP&E, nuclear fuel, and PPA assets and liabilities.  An impairment would be indicated if the undiscounted estimated
future cash flows are less than the carrying amount of the asset group, in which case the carrying values of the assets and
liabilities comprising the impaired PP&E asset group would be adjusted to their fair values, and a corresponding charge
would be made in the Consolidated Statement of Income.  For the period November 6 through December 31, 2009, none
of the Company’s PP&E asset groups were impaired.
 
Nine Mile Point Unit 2
 
Presented in the Consolidated Balance Sheet for the Company’s 82% interest in Nine Mile Point Unit 2 is $410.7 million
of plant in service, $92.3 million of accumulated depreciation and $100.6 million of construction work in progress
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5.     Nuclear Decommissioning Trust Funds
 
As discussed in Note 6, the Company is obligated to decommission its plants after they cease operation in accordance
with NRC regulations and relevant state requirements.  In accordance with NRC regulations, the Company maintains
external trust funds to fund the costs expected to be incurred to decommission its plants.  The nuclear decommissioning
trust funds and the investment earnings thereon are restricted to meeting the costs of decommissioning the plants in
accordance with NRC regulations and relevant state requirements.  Investments by nuclear decommissioning trust funds
are guided by the “prudent man” investment principle, and the trusts are prohibited from investing directly in CEG, EDF,
their affiliates, or any entity owning a nuclear power plant in the United States.
 
It is expected that decommissioning activities will be undertaken through early in the 2080 decade.  If the actual return
on trust fund assets were to be lower than expected, or if the costs or timing of decommissioning activities were to
change, the Company could have to provide additional funding, which could have a material adverse effect on the
Company’s liquidity and financial results.  Any shortfall in funding would have to be satisfied by the Company, and any
excess would become available for general corporate use or settlement of any non-radiological decommissioning
obligations only after all NRC decommissioning obligations are met.
 
Every two years, the NRC requires U.S. nuclear power generation companies to report the status of the funds and provide
reasonable assurance that funds will be available to decommission their sites.  The NRC has accepted the Company’s
2009 filings as providing reasonable financial assurance, and the Company’s next NRC submittal is scheduled to be filed
by March 2011.
 
The trust fund investments are classified as available-for-sale securities and are reported at fair value in the Consolidated
Balance Sheet as “Nuclear decommissioning trust funds.”  The trust fund balances were as follows at December 31,
2009:

 
  December 31, 2009  

  Adjusted Cost  

Pre-Tax Unrealized
Gains Recorded in

Accumulated Other
Comprehensive

Income  Fair Value  

  (In Thousands)  

Calvert Cliffs  $ 335,316  $ 120,791  $ 456,107  

Nine Mile Point  445,839  103,899  549,738  

Ginna  179,737  59,101  238,838  

Total  $ 960,892  $ 283,791  $ 1,244,683  

 
No contributions or distributions were made to or from any of the trust funds during the period November 6, 2009
through December 31, 2009.
 
Interest and dividend income net of trust expenses on the trust funds for the period November 6 through December 31,
2009 was $5.9 million.  Gross realized gains and gross realized losses were as follows, with cost determined on a tax-lot
basis:

 
  Amount  

  (In Thousands)  

Gross realized gains  $ 2,482  

Gross realized losses  (3,169)
Net realized losses  $ (687)
 
The nuclear decommissioning trust fund assets are subject to impairment evaluations.  If the market value of a security
falls below the security’s carrying value, the carrying value is reduced to market value, and a corresponding charge is
recorded in the Consolidated Statement of Income within “Net earnings on nuclear decommissioning trust funds.” 
Impairment charges recorded during the period November 6 through December 31, 2009 were approximately $1.4
million and are included in gross realized losses in the table above.  In addition, temporary changes in the fair value of
the non-impaired trust fund assets are recorded as “Other comprehensive income.”
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As discussed in Note 3, GAAP provides a hierarchy for measuring fair value for assets recorded at fair value.  The
following table sets forth, by level within the fair value hierarchy, the fair value of the investments in the nuclear
decommissioning trust funds at December 31, 2009:
 

  Level 1  Level 2  Level 3  

Total Fair Value at
December 31, 2009  

    (In Thousands)      

Marketable equity securities  $ 344,939  $ —  $ —  $ 344,939  

Mutual funds / common collective
trusts  5,472  586,199  —  591,671  

Corporate debt securities  —  170,195  —  170,195  

U.S. government agencies  —  43,249  —  43,249  

U.S. treasuries  22,645  —  —  22,645  

State municipal bonds  —  54,408  —  54,408  

Cash equivalents  —  17,576  —  17,576  

Total  $ 373,056  $ 871,627  $ —  $ 1,244,683  

 
The investments in corporate debt securities, U.S. government agencies, U.S. treasuries, and state municipal bonds
mature on the following schedule:
 
  At December 31, 2009  

  (In Thousands)  

Less than 1 year  $ 9,843  

1-5 years  95,352  

5-10 years  82,456  

More than 10 years  102,846  

Total maturities of debt securities  $ 290,497  

 
6.              Asset Retirement Obligations
 
The Company incurs legal obligations, known as asset retirement obligations (“AROs”), arising from the requirement to
decommission and decontaminate its nuclear generating facilities in connection with their future retirement.  These
AROs are measured by estimating their present values based upon management’s judgment of the probability, amount,
and timing of decommissioning payments and the appropriate interest rates to discount these future cash flows to present
value.
 
The ARO measurements are determined utilizing site-specific decommissioning cost estimates which are updated
periodically.  The Company believes these estimates continue to be reasonable as of December 31, 2009.  However,
given the magnitude of the amounts involved, the complicated and ever-changing technical and regulatory requirements,
and the long time horizons involved, the actual obligation could vary from the assumptions used in management’s
estimates, and the impact of such variations could be material.
 
When an ARO liability is recorded, a corresponding increase to the related long-lived asset is also recorded.  When
changes in the assumptions used to calculate the fair value of existing AROs result in a material change to the existing
carrying value, the carrying values of both the ARO liability and the related long-lived asset are adjusted.

 
Since the fair value of the ARO is determined using a present value approach, accretion of the liability due to the passage
of time is recognized in the Consolidated Statement of Income as “Accretion of asset retirement obligations” until the
settlement of the liability.  When the liability is finally settled, a gain or loss will be recorded for any difference between
the recorded liability and the actual costs incurred.
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The following is a summary of the Company’s ARO liabilities:
 
Plant  December 31, 2009  

  (In Thousands)  

Calvert Cliffs  $ 359,197  

Nine Mile Point  396,929  

Ginna  280,273  

Total  $ 1,036,399  

 
The change in the ARO liability for the period November 6 through December 31, 2009 was as follows:
 
ARO Rollforward  Amount  

  (In Thousands)  

Liability at November 6, 2009  $ 1,025,142  

Accretion expense  11,257  

Liability at December 31, 2009  $ 1,036,399  

 
7.              Power Purchase Agreements and Revenue Sharing Agreements
 
Power Purchase Agreements
 
The Company earns revenue primarily from the sale of power from its plants under its PPAs.  Energy, capacity, and
ancillary services not sold under PPAs are sold to independent system operators (“ISOs”) at day-ahead market prices. 
The PPAs either do not meet the definition of a derivative or qualify for derivative accounting’s normal purchases and
normal sales exception under GAAP.  As a result, revenue is recorded on the accrual method in the period when the
Company physically delivers electricity.
 
The Company has a fixed-price unit-contingent PPA expiring in June 2014 with the former owner of the Ginna plant for
approximately 90% of the available energy output from the Ginna plant.  The Ginna PPA was executed in
November 2003 at prices other than market, and it became effective upon the closing of the acquisition of Ginna in
June 2004.  Accordingly, the Ginna PPA was recorded in the Consolidated Balance Sheet at fair value at the time of
execution, and the existing above-market value is being amortized against revenue over the remaining term of the
contract.
 
The Company has four fixed-price unit-contingent PPAs expiring in November 2011 with the former owners of Nine
Mile Point Unit 2 (NMP2) for a total of 90% of the Company’s 82% share of the available energy from NMP2.  Because
these PPAs were at market value when they became effective in November 2001, the Company did not record a PPA
asset or liability in the Consolidated Balance Sheet.
 
On November 6, 2009, the Company entered into five PPAs with CECG and five PPAs with EDFTNA for substantially
all of the energy available from its plants after fulfilling its obligations under the Ginna PPA and NMP2 PPAs.  These
CECG and EDFTNA PPAs expire in December 2014 and require the physical delivery of power, except during planned
outages.  In the event of an unplanned outage, the Company is required to purchase power in the open market to meet its
obligations under the PPAs.  Under these PPAs, the Company has the ability to fix the price of a portion of the available
energy, with any remaining power sold in the spot market at day-ahead prices, and the Company has fixed the price for
certain portions of future available energy.  The split of available energy between CECG and EDFTNA after the
Company fulfills its obligations under the Ginna PPA and the NMP2 PPAs is as set forth below:
 
PPAs Energy Split  2010  2011  2012-2014  

CECG PPAs  90% 87.5% 85%
EDFTNA PPAs  10% 12.5% 15%
Total available  100% 100% 100%
 
The CECG PPAs were structured at below-market prices at inception for 2010 and 2011.  The fair values of the PPAs
were determined using Level 2 inputs and totaled approximately $772.1 million.  The Company recorded this amount in
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the Consolidated Balance Sheet as “Power purchase agreement with CECG” and will amortize it into revenue over the
two-year period beginning January 1, 2010 based on the terms of the contracts.
 
The table below presents the estimated favorable (unfavorable) non-cash effect on revenues of the amortization of the
CECG PPA liabilities and the Ginna PPA asset:
 
Year Ended December 31,  2010  2011  2012  2013  2014  Total  

  (In Thousands)  

CECG PPA liability amortization  $ 371,276  $ 400,854  $ —  $ —  $ —  $ 772,130  

Ginna PPA asset amortization  (1,445) (2,152) (3,205) (3,881) (2,611) (13,294)
Net PPA amortization  $ 369,831  $ 398,702  $ (3,205) $ (3,881) $ (2,611) $ 758,836  

 
Revenue Sharing Agreements
 
In connection with the purchase of Nine Mile Point Unit 2, the Company entered into 10-year unit-contingent revenue
sharing agreements (“RSAs”) with the former owners of that unit (the “Former NMP2 Owners”).  The RSAs, which
apply only to the 82% of the unit owned by the Company, will become effective upon the expiration of the NMP2 PPAs
and will expire in November 2021.  Under the RSAs, the Company is required to pay to the Former NMP2 Owners 80%
of the positive spread, if any, between the actual revenues per MWh earned by NMP2 and the RSA floor price per MWh
for the period.  The floor price starts at $40.75/MWh in RSA contract year 1 (December 2011 — November 2012) and
increases two percent annually over the 10-year term.  The Company will record any amounts earned by the Former
NMP2 Owners under the RSAs as expense in the periods incurred.
 
8.     Employee Benefit Plans
 
The Company sponsors several defined-benefit pension, postretirement, and other postemployment benefit plans, as well
as contributory employee savings plans (the “plans”).  Prior to the EDF Closing, CENG employees other than Nine Mile
Point employees had participated in CEG’s defined benefit plans.  Effective November 6, 2009, CEG transferred the
defined benefit obligations for these plans, at historical cost, to the Company.  Employees of the Nine Mile Point plant
are covered by one set of plans (the “CENG-NMP Plans”), and the rest of the Company’s employees (Calvert Cliffs,
Ginna, and the headquarters staff) are covered by another set of plans (the “CENG Plans”).  At December 31, 2009, these
plans include only qualified plans in which most employees are eligible to participate.  Each of the plans is described
below, and the benefits under the defined-benefit plans are calculated generally based on age, years of service, and pay. 
For each plan, the measurement date is December 31, 2009.
 
Pension Benefits
 
The Company maintains one pension plan for its Nine Mile Point employees (the “CENG-NMP Pension Plan”) and
another pension plan for the rest of the Company’s employees (the “CENG Pension Plan”).  On November 6, 2009, the
assets of the CENG Pension Plan were segregated to a master trust sub-account within CEG’s pension plan master trust
based on an initial calculation under section 4044 of ERISA.  The assets are expected to be transferred to CENG’s
separate master trust following the final ERISA 4044 evaluation, approval by CENG and its members, and the formation
of the Company’s investment committee.  At that time, the assets of both of the Company’s pension plans will be
managed separately from those of CEG.  Until then, they will be co-managed with the assets of CEG’s pension plan. 
The design of the CENG Plans is identical to the design of the CEG plans with no changes in benefit formulas or plan
amendments during the period November 6 through December 31, 2009.
 
At December 31, 2009, both pension plans are qualified plans under IRS regulations.  The Company funds the qualified
plans by contributing at least the minimum amount required under IRS regulations.  The amount of funding is calculated
using the projected unit credit cost method.  During 2010, the Company expects to contribute approximately $14.0
million and $34.3 million to the CENG-NMP Pension Plan and the CENG Pension Plan, respectively.
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Postretirement and Other Postemployment Benefits
 
The following table summarizes the defined postretirement and other postemployment benefit obligations in the
Consolidated Balance Sheet:
 

  

December 31,
2009  

  (In Thousands)  

Postretirement benefits  $ 91,478  

Postemployment benefits  8,110  

Total postretirement and other postemployment benefit obligations  99,588  

Less amount recorded in current liabilities  (5,466)
Total noncurrent postretirement and other postemployment benefit

obligations  $ 94,122  

 
Postretirement Benefits
 
The Company sponsors defined-benefit postretirement health care and life insurance plans that cover the majority of its
employees.  Generally, the benefits under these plans are calculated based on age, years of service, and pension benefit
levels or final base pay.  The Company does not fund these plans.  Almost all of the retirees make contributions to cover
a portion of the medical plan costs, but retirees do not make contributions to cover the costs of the life insurance plan. 
The Company’s contributions for retiree medical coverage for future retirees who were under the age of 55 on January 1,
2002 are capped at the 2002 level except for Nine Mile Point retirees.  Company medical contributions for Nine Mile
Point retirees are capped at 2009 levels, and union employees hired after the end of the last contract in 2006 are not
eligible for retiree medical benefits.
 
Other Postemployment Benefits
 
The Company provides the following postemployment benefits:
 

•                   health and life insurance benefits to eligible employees determined to be disabled under the Disability
Insurance Plan, and

 
•                   income replacement payments for Nine Mile Point union-represented employees determined to be disabled.
 

The Company recognized expense associated with its other postemployment benefits of $48,000 for the period
November 6 through December 31, 2009.
 
The assumed discount rate for other postemployment benefits was 4.75% at December 31, 2009.
 
Employee Savings Plan Benefits
 
The Company sponsors defined-contribution employee savings plans that are offered to all eligible employees.  The
plans are qualified 401(k) plans under the Internal Revenue Code.  The Company makes matching contributions in cash
to participant accounts under these plans; these matching contributions totaled approximately $1.0 million for the period
November 6 through December 31, 2009.
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Liability Adjustments for Pension Plans
 
The pension obligations for the Company’s qualified pension plans were greater than the fair value of its pension plan
assets as follows:
 
At December 31, 2009  CENG-NMP Plan  CENG Plan  Total  

  (In Thousands)  

Accumulated benefit obligation  $ 157,653  $ 207,308  $ 364,961  

Fair value of assets  109,888  128,760  238,648  

Unfunded obligation  $ 47,765  $ 78,548  $ 126,313  

 
The Company is required to reflect the funded status of its pension plans in terms of the projected benefit obligation
(“PBO”), which is higher than the accumulated benefit obligation (“ABO”) because the PBO includes the impact of
expected future compensation increases on the pension obligation.
 
At December 31, 2009  CENG-NMP Plan  CENG Plan  Total  

  (In Thousands)  

Projected benefit obligation  $ 167,074  $ 244,123  $ 411,197  

Fair value of assets  109,888  128,760  238,648  

Unfunded obligation  $ 57,186  $ 115,363  $ 172,549  

 
Changes in Projected Benefit Obligations and Assets of the Pension and Postretirement Plans
 
The following tables show the changes in the projected benefit obligations and plan assets of the pension and
postretirement benefit plans.
 
  For the Period November 6 Through December 31, 2009  

  Pension Benefits  Postretirement Benefits  

  (In Thousands)  

Change in Projected Benefit Obligations:      

Benefit obligation at November 6, 2009  $ 410,465  $ 98,596  

Service cost  2,751  795  

Interest cost  3,507  847  

Contributions by participants  —  206  

Medicare reimbursement  —  30  

Actuarial gain  (3,662) (7,788)
Benefits paid, including both annuity payments and

lump-sum distributions  (1,864) (1,208)
Benefit obligation at December 31, 2009  411,197  91,478  

      
Change in Plan Assets:      

Fair value of plan assets at November 6, 2009  234,367  —  

Actual return on plan assets  6,145  —  

Employer contribution  —  972  

Plan participants’ contributions  —  206  

Medicare Part D reimbursement  —  30  

Benefits paid, including both annuity payments and
lump-sum distributions  (1,864) (1,208)

Fair value of plan assets at December 31, 2009  238,648  —  

      
Liability at December 31, 2009  $ 172,549  $ 91,478  
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Net Periodic Benefit Cost and Amounts Recognized in Other Comprehensive Income
 
The following table shows the components of net periodic benefits cost combined for the CENG-NMP Pension Plan and
the CENG Pension Plan:
 
  For the period November 6 through December 31, 2009  

Components of Net Periodic Benefit Cost  Pension Benefits  Postretirement Benefits  

  (In Thousands)  

Service cost  $ 2,751  $ 795  

Interest cost  3,507  847  

Expected return on plan assets  (3,445) —  

Amortization of unrecognized prior service cost  171  (148)
Recognized net actuarial loss  1,781  259  

Transition obligation  —  9  

Amount capitalized as construction cost  (176) (54)
Net periodic benefit cost  $ 4,589  $ 1,708  

 
The following is a summary of the pension and postretirement amounts combined for the CENG-NMP Plans and the
CENG Plans that the Company has recorded in “Accumulated other comprehensive income” (“AOCI”) and the expected
amortization of those amounts over the next year:
 

  December 31,  

Expected
Amortization  

AOCI Pension Benefits  2009  2010  

  (In Thousands)  

Actuarial loss  $ 199,390  $ 10,840  

Prior service cost  4,005  862  

Total  $ 203,395  $ 11,702  

 

  December 31,  

Expected
Amortization  

AOCI Postretirement Benefits  2009  2010  

  (In Thousands)  

Actuarial loss  $ 18,042  $ 1,100  

Prior service cost  (5,227) (965)
Transition obligation  178  59  

Total  $ 12,993  $ 194  
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Expected Cash Benefit Payments
 
The pension and postretirement benefits the Company expects to pay in each of the next five years and in the aggregate
for the subsequent five years for both plans are shown below.  These estimated benefits are based on the same
assumptions used to measure the benefit obligations at December 31, 2009, but include benefits attributable to estimated
future employee service.
 
    Postretirement Benefits  

    Before  Medicare  After  

    Medicare  Part D  Medicare  

Year(s)  Pension Benefits  Part D  Subsidy  Part D  

  (In Thousands)  

2010  $ 27,083  $ 4,511  $ (68) $ 4,443  

2011  26,120  5,025  (93) 4,932  

2012  29,823  5,405  (135) 5,270  

2013  34,848  6,040  (177) 5,863  

2014  41,221  6,680  (214) 6,466  

2015-2019  232,129  40,887  (1,515) 39,372  

 
Assumptions for Pension and Postretirement Benefit Obligations and Periodic Cost
 
The Company made the following assumptions in calculating its pension and postretirement obligations and periodic
costs at December 31, 2009 based upon the investment strategy, asset mix target, and expected returns for each asset
class in CEG’s pension plan, since the Company’s pension plans are currently managed by CEG’s Investment
Committee:

 
  December 31, 2009   

  

Pension
Benefits  

Postretirement
Benefits  

Assumption Impacts
Calculation of

Discount rate
 

6.00%
 

6.50%
 

Benefit obligation and
periodic cost

       
Expected return on plan assets 8.50%  N/A  Periodic cost
       
Rate of compensation
increase for CENG-NMP Plan
and CENG Plan, respectively  

3.55%/4.00%

 

3.55%/4.00%

 

Benefit obligation and
periodic cost

 
The discount rate is based on an analysis of high quality corporate bonds whose maturities match the Company’s
expected benefit payments.  The 8.50% overall expected long-term rate of return on plan assets reflects the Company’s
long-term investment strategy in terms of asset mix targets and expected returns for each asset class for this period.
 
The Company assumed health care inflation rates of 8.00% and 7.50% for 2010 and 2011, respectively, with an ultimate
trend rate of 5.00% to be reached in 2016.
 
A one-percent increase in the health care inflation rate from the assumed rates would increase the accumulated
postretirement benefit obligation by approximately $3.5 million at December 31, 2009 and would increase the combined
service and interest costs of the postretirement benefit cost by approximately $99,000 annually.
 
A one-percent decrease in the health care inflation rate from the assumed rates would decrease the accumulated
postretirement benefit obligation by approximately $2.8 million at December 31, 2009 and would decrease the combined
service and interest costs of the postretirement benefit cost by approximately $78,000 annually.
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Qualified Pension Plan Assets
 
Investment Strategy
 
The Company invests its qualified pension plan assets using the following investment objectives:

 
•                   ensure availability of funds for payment of plan benefits as they become due,
•                   provide for a reasonable amount of long-term growth of capital without excessive volatility,
•                   produce investment results that meet or exceed the assumed long-term rate of return, and
•                   improve the funded status of the plan over time.
 

The Company will establish its own Investment Committee which will be responsible for oversight over both the plans
and the adoption of an investment strategy to achieve these investment objectives.  Currently, CEG’s Investment
Committee holds these responsibilities.
 
Asset Allocation
 
The asset allocation shown below is based on the results of a 2009 asset-liability study prior to November 6, 2009.  This
asset allocation policy is long-term oriented and consistent with the funding status of the plans.
 
The Company’s target asset allocations as well as the actual 2009 allocations for CEG’s qualified pension plans were as
follows:

 
  Target  Actual  

At December 31, 2009  Allocation  Allocation  

Global equity securities  48% 57%
Fixed income securities  30  27  

Alternative investments  15  7  

High-yield bonds  7  7  

Cash and cash equivalents  —  2  

Total  100% 100%
 
Following the establishment of the Company’s Investment Committee, the investment strategy, assumed long-term
returns, and the above target asset allocation will be reassessed and the pension plan portfolio will be rebalanced
accordingly.  Thereafter, the portfolio will be rebalanced whenever the actual allocations fall outside of the target ranges. 
For the long-term, the Company will rebalance to de-risk the portfolio as the funded status improves.
 
The Company determines expected return on plan assets using a market-related value of plan assets that recognizes asset
gains and losses ratably over a five-year period.
 
Fair Value of Pension Plan Assets
 
The following table sets forth, by level within the fair value hierarchy discussed in Note 3, the combined investments in
the Pension Plans’ master trust at fair value at December 31, 2009 for the CENG-NMP Pension Plan and CENG Pension
Plan:

 

  Level 1  Level 2  Level 3  

Total Fair Value at
December 31, 2009  

  (In Thousands)
Global equity securities  $ 48,586  $ 86,372  $ —  $ 134,958  

Fixed income securities  —  65,224  —  65,224  

Alternative investments  —  —  16,785  16,785  

High yield bonds  125  17,067  —  17,192  

Cash equivalents  —  4,489  —  4,489  

Total  $ 48,711  $ 173,152  $ 16,785  $ 238,648  

 
The above distribution by type of investment and fair value classification is based upon CENG’s 18.4% share of the total
market value of the master trust.
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The following table sets forth a summary of changes in the fair value of the Level 3 assets for the period November 6
through December 31, 2009:
 

  

For the Period November 6 
Through December 31, 2009  

  (In Thousands)  

Balance at beginning of period  $ 16,126  

Realized gains  162  

Unrealized gains  490  

Assets sold during the year  (431)
Purchases, sales and settlements  98  

Transfers into and out of Level 3  340  

Balance at end of period  $ 16,785  

 
9.              Leases, Commitments, and Guarantees
 
Leases
 
The Company is the lessee under certain facilities and equipment lease agreements which expire on various dates and
have various renewal options.  All leases are classified as operating leases.  The Company included approximately
$536,000 of expense related to its operating leases in the Consolidated Statement of Income for the period November 6
through December 31, 2009.
 
Commitments
 
The Company has made substantial commitments in connection with the operation of its plants relating to the
procurement of nuclear fuel, long-term service agreements, capital for construction programs, and other purchases.
 
Nuclear Fuel
 
The Company has long-term contracts for the purchase, conversion, and enrichment of nuclear fuel, and the fabrication
of fuel rod assemblies.  These commitments provide for quantities to substantially meet the Company’s expected
requirements for the next several years.  These contracts expire between 2010 and 2028.  The nuclear fuel markets are
competitive and prices can be volatile, but management does not anticipate problems in meeting the Company’s future
supply requirements.
 
Other Long-Term Agreements
 
The Company has multi-year commitments in connection with various construction projects, the procurement of
canisters for the disposal of spent nuclear fuel, other long-term service agreements, and other purchase commitments for
its plants.
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At December 31, 2009, management estimates that the Company’s future obligations on existing commitments will be as
set forth below:

 
  2010  2011  2012  2013  2014  Thereafter  Total  

  (In Thousands)  

Operating leases  $ 3,237  $ 1,210  $ 1,228  $ 1,045  $ 539  $ 180  $ 7,439  

                
Nuclear fuel contracts  195,070  223,034  190,546  219,860  121,100  1,791,835  2,741,445  

                
Power services

agency agreement
with CECG (see
Note 2)  42,100  13,600  8,500  8,500  4,300  —  77,000  

                
Administrative

services
agreements with
CEG (see Note 2)  66,000  —  —  —  —  —  66,000  

                
Long-term service

contracts, capital
projects, nuclear
fuel canisters, etc.  60,289  56,771  20,409  7,427  10,187  8,505  163,588  

                
Total future

obligations  $ 366,696  $ 294,615  $ 220,683  $ 236,832  $136,126  $1,800,520  $ 3,055,472  

 
Guarantees
 
The Company’s guarantees do not represent incremental obligations.  Instead, they represent parental guarantees of the
obligations of its consolidated operating subsidiaries.  At December 31, 2009, the Company guaranteed the following on
behalf of its consolidated operating subsidiaries:
 

•                   a total of $681 million for the contingent payment obligation of the nuclear liability insurance retrospective
premiums discussed in Note 10,

•                   the remaining $77 million of the payment obligations under the Power Services Agency Agreement with
CECG discussed in Note 2, and

•                   the payment obligations resulting from non-performance under the power purchase agreements with CECG and
EDFTNA discussed in Note 7.

 
10.       Contingencies
 
Storage of Spent Nuclear Fuel
 
The Nuclear Waste Policy Act of 1982 (“NWPA”) required the federal government, through the DOE, to develop a
repository for the disposal of spent nuclear fuel and high-level radioactive waste.  Although the NWPA and the
Company’s contracts with the DOE required the DOE to begin taking possession of spent nuclear fuel no later than
January 31, 1998, the DOE has stated that it may not meet that obligation until 2020 at the earliest.  This delay has
required that the Company undertake additional actions and incur costs to provide on-site dry fuel storage at all three of
its nuclear sites.  The Company has installed additional capacity at its independent spent fuel storage installation
(“ISFSI”) at Calvert Cliffs, and it is constructing ISFSIs to be placed in service at Ginna in 2010 and Nine Mile Point in
2012.
 
In January 2004, each of the Company’s plant subsidiaries filed complaints against the federal government in the U.S.
Court of Federal Claims seeking to recover damages caused by the DOE’s failure to meet its contractual obligation to
begin disposing of spent nuclear fuel by January 31, 1998.  The cases are currently stayed, pending litigation in other
related cases.  Any funds received from the DOE that represent the reimbursement of costs incurred prior to the EDF
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Closing shall belong to CEG, and any funds representing the reimbursement of costs incurred after the EDF Closing shall
belong to CENG.
 
In connection with the purchases of the Nine Mile Point and Ginna plants, all of the former owners’ rights and
obligations related to recovery of damages for the DOE’s failure to meet its contractual obligations were assigned to the
Company.  However, any recovery from the DOE on behalf of the Ginna damages claim is subject to a potential
reimbursement back to the former owner of the facility for up to $10 million.
 
Nuclear Insurance
 
The Company maintains nuclear insurance coverage for its plants in four program areas: liability, worker radiation,
property, and accidental outage.  These policies contain certain industry-standard exclusions, including, but not limited
to, ordinary wear and tear and war.
 
In November 2002, the President signed into law the Terrorism Risk Insurance Act (“TRIA”) of 2002, which was
extended by the Terrorism Risk Insurance Extension Act of 2005 and the Terrorism Risk Insurance Program
Reauthorization Act of 2007.  Under the TRIA, property and casualty insurance companies are required to offer
insurance for losses resulting from certified acts of terrorism.  Certified acts of terrorism are determined by the Secretary
of the Treasury, in concurrence with the Secretary of State and Attorney General, and primarily are based upon the
occurrence of significant acts of terrorism that intimidate the civilian population of the United States or attempt to
influence policy or affect the conduct of the United States Government.  The Company’s nuclear liability, nuclear
property, and accidental outage insurance programs described below provide coverage for certified acts of terrorism.
 
If there were a nuclear accident or an extended outage at any of the Company’s units, it could have a substantial adverse
effect on the Company’s liquidity and financial results.  In addition, if there were an accident at any nuclear power plant
in the country, the Company could be assessed retrospective insurance premiums, which could have a substantial adverse
effect on the Company’s liquidity and financial results.
 
Nuclear Liability Insurance
 
Pursuant to the Price-Anderson Act, the Company is required to insure against public liability claims resulting from
nuclear incidents to the full limit of public liability.  This limit of liability consists of the maximum available commercial
insurance of $375 million and mandatory participation in an industry-wide retrospective premium assessment program. 
The retrospective premium assessment is $117.5 million per reactor, per incident, increasing the total amount of
insurance for public liability to approximately $12.6 billion.  Under the retrospective assessment program, the Company
can be assessed up to $587.5 million per incident at any commercial reactor in the country, payable at no more than
$87.5 million per incident per year.  This assessment also applies in excess of the worker radiation claims insurance. 
Both the maximum assessment per reactor and the maximum yearly assessment are adjusted for inflation at least every
five years based upon the Consumer Price Index and are subject to state premium taxes.  In addition, the United States
Congress could impose additional revenue-raising measures to pay claims.
 
Worker Radiation Claims Insurance
 
The Company participates in the American Nuclear Insurers Master Worker Program that provides coverage for worker
tort claims filed for radiation injuries.  The policy provides a single industry aggregate limit of $200 million for
occurrences of radiation injury claims against all those insured by this policy prior to January 1, 2003; $300 million for
occurrences of radiation injury claims against all those insured by this policy between January 1, 2003 and January 1,
2010; and $375 million for occurrences of radiation injury claims against all those insured by this policy on or after
January 1, 2010.
 
The sellers of Nine Mile Point retain the liabilities for existing and potential claims that occurred prior to November 7,
2001, and the seller of Ginna retains the liabilities for existing and potential claims that occurred prior to June 10, 2004. 
In addition, the Long Island Power Authority, which owns 18% of Nine Mile Point Unit 2, is obligated to assume its pro
rata share of any liabilities for retrospective premiums and other premium assessments.  If claims under these policies
exceed the coverage limits, the provisions of the Price-Anderson Act would apply.
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Nuclear Property Insurance
 
The Company’s policies provide $500 million in primary coverage at each nuclear plant.  In addition, the Company
maintains $1.8 billion of excess coverage at Ginna and $2.3 billion in excess coverage under a blanket excess program
offered by the industry mutual insurer at both Calvert Cliffs and Nine Mile Point.  Under the blanket excess policy,
Calvert Cliffs and Nine Mile Point share $1.0 billion of the total $2.3 billion of excess property coverage.  Therefore, in
the unlikely event of two full limit property damage losses at Calvert Cliffs and Nine Mile Point, the Company would
recover $4.5 billion instead of $5.5 billion.
 
Losses resulting from non-certified acts of terrorism are covered as a common occurrence, meaning that if non-certified
terrorist acts occur against one or more commercial nuclear power plants insured by the Company’s nuclear property
insurance company within a 12-month period, they would be treated as one event and the owners of the plants where the
acts occurred would share one full limit of liability ($3.2 billion as of December 31, 2009).
 
Accidental Nuclear Outage Insurance
 
The Company’s policies provide indemnification on a weekly basis for losses resulting from an accidental outage of a
nuclear unit.  Coverage begins after a 12-week deductible period and continues at 100% of the weekly indemnity limit
for 52 weeks and then 80% of the weekly indemnity limit for the next 110 weeks.  The Company’s coverage is up to
$490 million per unit at Calvert Cliffs and Ginna, $420 million for Nine Mile Point Unit 1, and $402 million for Nine
Mile Point Unit 2.  These amounts can be reduced by up to $98 million per unit at Calvert Cliffs, $84 million for Nine
Mile Point Unit 1, and $80 million for Nine Mile Point Unit 2 if an outage of more than one unit is caused by a single
insured physical damage loss.
 
Both the accidental nuclear outage insurance and the nuclear property insurance are currently purchased through the
industry mutual insurance company.  If accidents at plants insured by the mutual insurance company result in a shortfall
of funds, all policyholders could be assessed, with the Company’s share being up to $93 million.  During 2008, the Board
of Directors for the industry mutual insurance company approved a change to CENG’s policy that, in the event of a
credit-rating downgrade to below-investment grade, would require the Company to post collateral in the form of a letter
of credit or cash equal to $93 million. Since CENG is not rated, CEG and EDF have issued financial guarantees for the
payment of the retrospective premium adjustment on behalf of the Company in the amounts of $47 million each. 
Alternatively, CENG would be required to purchase insurance.
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February 26, 2010
 
VIA ELECTRONIC TRANSMISSION
 
Securities and Exchange Commission
Division of Corporation Finance
Attention: Filing Desk
100 F Street, N.E.
Washington, D.C. 20549
 
Re: File Nos. 1-12869 and 1-1910
 

Form 10-K for the year ended December 31, 2009
 

Ladies and Gentlemen:
 
We are transmitting to you the Form 10-K of Constellation Energy Group, Inc. and Baltimore Gas and Electric Company for
the year ended December 31, 2009 for filing under the Securities Exchange Act of 1934.
 
Pursuant to General Instruction D(3) of Form 10-K, we note that the financial statements included in the Form 10-K reflect a
change in accounting principles relating to our method of presenting noncontrolling interests, which we adopted on January 1,
2009.
 
Kindly direct any notice concerning the Form 10-K or any questions or comments regarding our filing to us, Charles A.
Berardesco at (410) 470-3011 or Sean J. Klein at (410) 470-5718.
 
Our fax number for any communication is (410) 470-2819.
 
Very truly yours,
 
 
/s/ Jonathan W. Thayer

 

Jonathan W. Thayer
 

Senior Vice President and Chief Financial Officer
 

Constellation Energy Group, Inc.
 

 
 
/s/ Kevin W. Hadlock

 

Kevin W. Hadlock
 

Senior Vice President and Chief Financial Officer
 

Baltimore Gas and Electric Company
 

 
 
Enclosure
 




