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Forward Looking Statements

We make statements in this report that are corsidierward looking statements within the meaninghef Securities Exchange Act of 1934.
Sometimes these statements will contain words aachelieves," "anticipates,” "expects," "intendplans," and other similar words. We also
disclose non-historical information that represengsiagement's expectations, which are based onrousmassumptions. These statements anc
projections are not guarantees of our future perémce and are subject to risks, uncertaintiespéimel important factors that could cause our
actual performance or achievements to be matedéffigrent from those we project. These risks, utaisties, and factors include, but are not
limited to:

. the timing and extent of changes in commodity @ri@ed volatilities for energy and ene-related products including coi
natural gas, oil, electricity, nuclear fuel, freigand emission allowances, and the impact of shelmges on our liquidity
requirements,

. the liquidity and competitiveness of wholesale netéskor energy commodities,

. the conditions of the capital markets, interestsatoreign exchange rates, availability of créatilities to support business
requirements, liquidity, and general economic ctons, as well as Constellation Energy Group's &atation Energy) and
Baltimore Gas and Electric's (BGE) ability to mainttheir current credit ratings,

. the effectiveness of Constellation Energy's and BGEk management policies and procedures andltitiey and willingness o
our counterparties to satisfy their financial aredfprmance commitments,

. the ability to complete our strategic initiativesitprove our liquidity and the impact of such iatiives on our business and
financial results,

. losses on the sale or writkxwn of assets due to impairment events or chaingesnagement intent with regard to either hol
or selling certain assets,

. the ability to successfully identify, finance, armimplete acquisitions and sales of businesses saads

. the likelihood and timing of the completion of thending transaction with EDF Group and relatedtiiest{EDF), the terms and

conditions of any required regulatory approvalstf@ pending transaction, potential impact of enteation of the pending
transaction and potential diversion of manageménts and attention from our ongoing business dytiris time period,

. the effect of weather and general economic anchbasiconditions on energy supply, demand, pricgscastomers' and
counterparties' ability to perform their obligatsoor make payments,

. the ability to attract and retain customers in Gustomer Supply activities and to adequately faetteeir energy usage,

. the timing and extent of deregulation of, and cotitipa in, the energy markets, and the rules awgglaions adopted in those
markets,

. uncertainties associated with estimating naturalrgaerves, developing properties, and extractitigral gas

. regulatory or legislative developments federaltyMaryland, or in other states that affect deretita the price of energy,

transmission or distribution rates and revenues\athel for energy, or increases in costs, includogicrelated to nuclear power
plants, safety, or environmental compliance,

. the ability of our regulated and nonregulated besées to comply with complex and/or changing makes and regulations,
. the ability of BGE to recover all its costs asstailawith providing customers service,
. operational factors affecting commercial operatioheur generating facilities (including nucleacifdgies) and BGE'

transmission and distribution facilities, includiogtastrophic weather-related damages, unschedutedes or repairs,
unanticipated changes in fuel costs or availabilityavailability of coal or gas transportation taotric transmission services,
workforce issues, terrorism, liabilities associatéth catastrophic events, and other events bepamaontrol,

. the actual outcome of uncertainties associated aggumptions and estimates using judgment wheryiaggtritical accounting
policies and preparing financial statements, inicigdactors that are estimated in determining #ievalue of energy contracts,
such as the ability to obtain market prices andhéabsence of verifiable market prices, the gmpateness of models and
model inputs (including, but not limited to, estii®é contractual load obligations, unit availabilitgyrward commodity prices,
interest rates, correlation and volatility factors)

. changes in accounting principles or practices, and
. cost and other effects of legal and administrapirneeeedings that may not be covered by insuranciiding environmental
liabilities.

Given these uncertainties, you should fextgpundue reliance on these forward looking statem Please see the other sections of this
report and our other periodic reports filed witk Becurities and Exchange Commission (SEC) for nimboemation on these factors. These
forward looking statements represent our estimatelsassumptions only as of the date of this report.

Changes may occur after that date, antiere@onstellation Energy nor BGE assumes respditgitol update these forward looking
statements.
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PART |

Item 1. Business

Overview

Constellation Energy is an energy company thatiohe$ a merchant energy business and BGE, a regjel@tetric and gas public utility in
central Maryland. References in this report to "aet "our" are to Constellation Energy and its glibses, collectively. References in this
report to the "regulated business(es)" are to BGE.

Our merchant energy business is primaritpmpetitive provider of energy-related productd aervices for a variety of customers. It
develops, owns, and operates electric generatwmlititzs located in various regions of the Unite@i8s. Our merchant energy business focuses
on serving the energy and capacity requiremengsl{kerving) of, and providing other energy prodactd risk management services for,
various customers.

BGE is a regulated electric transmissiod distribution utility company and a regulated gasribution utility company with a service
territory that covers the City of Baltimore and @llpart of 10 counties in central Maryland. BGEsvirecorporated in Maryland in 1906.

Our other nonregulated businesses:

. design, construct, and operate renewable energyinge cooling, and cogeneration facilities, anovde various enerc-related
services, including energy consulting, for commedréndustrial, and governmental customers throughtorth America,

. provide home improvements, service heating, aiditmming, plumbing, electrical, and indoor air ¢jtyasystems, and provide
natural gas to residential customers in centralydad, and

. develop new nuclear plants in North America throoghjoint venture (UniStar Nuclear Energy, LLCYhva subsidiary of EDF
Group.

As a capital- and asset-intensive busingéeastellation Energy was significantly impactedevgnts in the financial and credit markets
during 2008. This has resulted in substantial amgohanges to our business.

Over the past few years, our merchant gneuginess, which includes our trading operatiordiaternational commodities operation,
grew rapidly. As that business grew, so too disghésd for capital, particularly to fund the busbsie®llateral requirements. We had previously
met these collateral requirements through the tisagh and lines of credit, and we believed thatagd meet any unexpected short-term
capital needs by maintaining a significant amodrgvailable liquidity, primarily from our unusedetit facilities. Furthermore, by maintaining
an investment grade credit rating, we believed wald/continue to be able to access the capital etaikadditional liquidity needs arose.

The growth of our merchant energy busirssits increased need for collateral, coupled gighificant volatility in commodity prices in
2008, required us to post substantial amountsaémental collateral to our counterparties. Therasgtrical nature of the Customer Supply
business' collateral posting requirements compaditite magnitude of the problem, negatively impagctnr overall liquidity. We discuss the
asymmetrical nature of our collateral in more deétaitem 7. Management's Discussion and Analysis—@oHasection.

To address these liquidity issues, in 2088 gexplored a series of strategic initiativesnpiove our liquidity and reduce our business risk.
In the first half of 2008, we began to pursue thie &r joint venturing of our highly capitaltensive commodities business based on the co
that our balance sheet could not support the sigmif growth of this business long-term. We embdurie a process and solicited bids from
interested parties and although interest level&wegh, following the collapse of Bear Stearns @redsignificant difficulties encountered by
other major financial institutions, we determinee would not get reasonable value for our businesaugust 2008, we began efforts to sell
our upstream gas properties and our internatiooraheodities operation, which includes our coal smgcfreight, power, natural gas, uranium,
and emissions marketing activities outside the éthBtates. In November 2008, we announced we hgdhhefforts to sell our gas trading
operation. We have made progress on many of thégstives as discussed in more detail in Eheestituressection.

In September 2008, a rapid and extremease in volatility of U.S. and global credit angital markets caused us to face severe, near-
term uncertainty about our ability to maintain siéfnt liquidity to continue operating our busine$he rating agencies downgraded
Constellation Energy's credit ratings because ntems over our liquidity. The downgrades, in tueguired us to post additional collateral
assurance to some of our counterparties, and, siaaduld not access the capital markets, thiéunteduced our available liquidity. At that
time, we had not made significant progress withgitategic initiatives to generate substantial eidas in our collateral requirements or
substantial improvements in our liquidity. As auléswe sought an immediate, substantial investrteehsure our ability to continue operat
our business, and in mid-September we ultimatetgedjto a transaction with MidAmerican Energy Hotii Company (MidAmerican) that
involved an immediate $1 billion preferred equityéstment by MidAmerican in us, followed by anakh sale of our company to
MidAmerican for $4.7 billion. In early December Z&)Qve received an unsolicited offer from EDF Greungl related entitie
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(EDF) to acquire a membership interest in our rarcigeneration and operation business. Our Boalirettors determined the EDF proposal
to be in the best interests of our shareholdersréfaore, on December 17, 2008, we and MidAmerieaminated the planned transaction, and
we simultaneously entered into a series of trammastvith EDF.

The EDF transactions do not involve the sdlConstellation Energy, but rather the sale wfeanbership interest in our nuclear generation
and operation business resulting in the Compantiraging to operate on a standalone basis. Thedrions that we agreed to with EDF
include the following:

. EDF will purchase from Constellation Energy a 49®©®embership interest in our nuclear generationcgredation business fi
$4.5 billion (subject to certain adjustments) atsahg and an additional $150 million of cash reediin 2008,
. EDF is providing Constellation Energy with up tol§ifion of additional liquidity pursuant to a patrangement that will allow

us to require EDF to purchase certain non-nucleaeration assets,

. EDF invested $1 billion in Constellation Energyfoyrchasing 10,000 shares of our 8% Series B Pegf&Stock (Series B
Preferred Stock). These shares will be surrendered when EDF purchases its membership interestimuclear generation
and operation business, and the $1 billion wiltkedited against the $4.5 billion purchase price,

. EDF provided us with a $600 million interim backstauidity facility, and

. Prior to closing, we will transfer to our nucleangration and operation business transactionsanighgative mar-to-market
value not to exceed $700 million in the aggregatagia 10% discount rate. This transfer will ocicua manner that is to be
determined and to be mutually acceptable to Cdatitel Energy and EDF.

For additional information related to thésssactions with MidAmerican and EDF, $éate 15 to Consolidated Financial Statements
For additional information related to the issuantéhe Series B Preferred Stock, $éste 9 to Consolidated Financial Statements

Over the next one to two years, we expeoEtin a transition period during which we wiltfes on executing the following objectives that
we believe will strengthen the Company:

. continuing to implement strategic initiatives taluee collateral and liquidity needs of our merchemgrgy business, includi
selling certain assets and operations as disctiisgbér in theDivestituressection.
. working to close the sale to EDF of 49.99% of ouclaar generation and operation business as eipeslit as possible,
. continuing a disciplined approach to the managemgootllateral and liquidity, including
. pricing new business to reflect the full cost opital in the current economic environment and gagsiequiring deposit
from new retail customers that do not meet pretmgscredit conditions,
. balancing cash generation with earnings growth, and
. maintaining a liquidity cushion in excess of craditing downgrade collateral requirements,
. focusing on Constellation Energy's core strength
. owning, developing, and operating nuclear anc-nuclear generation asse
. providing reliable, regulated utility service tostomers
. leveraging our expertise in managing physical riskgrent in our Generation and Customer Supplyaifmas, anc
. maintaining strong supply relationships with retaitl wholesale custome
. continuing to reduce the scale of and re-focusatiiwities of our Global Commodities and Customepj3y operations through
the following actions:
. using the Global Commodities group to support oen&ation and Customer Supply operatic
. placing less reliance on proprietary trading,
. investing capital in areas where we are able t@gga appropriate ri-adjusted return
. maintaining credit metrics consistent with investingrade ratings.

We believe that focusing on the near-texecation of the above objectives will allow us tegerve the flexibility to respond to long-term
opportunities. For a further discussion of the abmatters and how they have impacted us and ategir, please refer ttem 7.
Management's Discussion and Analy.

Divestitures

In 2009, we made progress on many of the strateiiatives we identified in 2008 to improve liqutig and reduce our business risk. These
initiatives included selling our international corodities operation, which primarily includes our tsaurcing, freight, power, natural gas,
uranium, and emissions marketing activities; o tgading operation; and our upstream gas propertie

3
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In January 2009, we entered into a defieiigreement to sell a majority of our internati@mammodities operation. In February 2009, we
entered into a definitive agreement to sell our $ton-based gas trading operation. Simultaneoushsigned a letter of intent to enter into a
related transaction with an affiliate of the buyearder which that company would provide us withdls supply needed to support our retail gas
customer supply business, while reducing our credjtiirements. We expect that both of these saléslose by the end of the second quarter
of 2009, subject to certain regulatory approvals etiher standard closing conditions. Upon closihthese transactions, we expect to recog
an aggregate priex loss of not more than $200 million based omemtrcommodity prices. The actual amount of the o8l be affected by th
final consideration exchanged, which is based ertithing of the close, and by changes in commagtitges. The impact on cash is not
expected to be material.

Collectively, we expect both divestituregeéturn to us approximately $1 billion of currgmplosted collateral. In addition, we expect these
divestitures to further reduce our downgrade cetldtrequirements by approximately $400 millione3$é reductions are based on current
commodity prices, the final terms of the transawicand the timing of collateral to be returnedaifhe close of the transactions, and, as a
result, are subject to change. We discuss our dadegcollateral requirementsltem 7. Management's Discussion and Analysis—@uHht
section.

While we sold certain of our upstream gampprties in 2008, we continue to evaluate the shtir remaining upstream gas properties
while monitoring market conditions for opportundito obtain appropriate value for these upstreasrpgaperties. Unlike our international
commodities operation and our gas trading operati@re are no material collateral needs associaitbdthe remaining properties, minimizing
the need to divest these immediately.

Operating Segments

The percentages of revenues, net income (loss)assets attributable to our operating segmentsharen in the tables below. We present
information about our operating segments, inclugiagain other items, iNote 3 to Consolidated Financial Statements

Unaffiliated Revenues

Holding
Merchant Regulatec Regulatec Company
and Other
Energy Electric Gas Nonregulatec
2008 80% 14% 5% 1%
2007 83 12 4 1
2006 83 11 5 1
Net Income (Loss) (1
Holding
Merchant Regulatec Regulatec Company
and Other
Energy Electric Gas Nonregulatec
2008 (109% —% 3% —%
2007 83 12 3 2
2006 77 16 5 2
Total Assets
Holding
Merchant Regulatec Regulatec Company
and Other
Energy Electric Gas Nonregulatec
2008 (2) 62% 21% 6% 11%
2007 73 20 6 1
2006 75 17 6 2

(@B Excludes income from discontinued operations in72®@d 2006 as discussed in more detail in Itemii@aicial Statements ar
Supplementary Data.

@3] The increase in Holding Company and Other Nonretgalassets is primarily related to approximately@iillion of intercompany
receivables from the merchant energy business,apilyrrelated to the allocation of merger termirati and Series A Preferred Stock
conversion costs to these businesses, and $liénhilf restricted cash related to the issuanceesfeS B Preferred Stock to EDF. The
funds are held at the holding company and are rest for payment of the 14% Senior Notes held lWAkherican. The 14% Senior
Notes were repaid in full in January 2009.
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Merchant Energy Business
Introduction

Our merchant energy business generates and seltx jamd gas to both regulated and nonregulatedeshtd and retail marketers and
consumers of energy products, manages all commpditg risk for our nonregulated businesses, emosstructured energy contracts, and
trades energy. We conduct these activities aclbssgions in the United States and internationally

Our merchant energy business includes:

. a power generation and development operation theaspoperates, and maintains fossil and renewadergting facilities, and
holds interests in qualifying facilities, fuel pessing facilities and power projects in the Unigdtes,

. a nuclear generation operation that owns, operatesmaintains nuclear generating facilit

. a customer supply operation that primarily providasrgy products and services to meet the-serving obligations ¢

wholesale and retail customers, including distituutilities, cooperatives, aggregators, and consiak industrial and
governmental customers, and

. a global commodities operation that manages cantaflg controlled physical assets, including getierafacilities, natural gas
properties, international coal sourcing and freigerations; provides risk management servicesieamium marketing service
and trades energy and energy-related commaodities.

In 2008, we began pursuing a number ofeggia initiatives that will impact our merchant egye business in 2009 and future years. We
discuss these strategic initiatives and how ther li@mpacted our merchant energy business segmerduarstrategy iftem 7. Management's
Discussion and Analys. We also discuss certain asset and operationstdiwes in theivestituressection.

During 2008, our merchant energy business:

. supplied approximately 26,600 megawatts (MW) ofraggte peak load to distribution utilities, munaifes, and commercia
industrial, and governmental customers,

. provided approximately 407,000 million British Theal Units (mmBTUSs) of natural gas to commerciafiustrial, and
governmental customers,

. delivered approximately 25.4 million tons of caalimternational and domestic th-party customers and to our own fleet,

. managed 9,136 MW of generation capacity as of Déeerdl.

We analyze our merchant energy businetarins of Generation, Customer Supply and Global @odities activities.

. Generatio—encompasses all of our generating as:

. Customer Supp—encompasses our Ic-serving operation that provides energy productssemdices to wholesale and ret
electric and natural gas customers.

. Global Commodities—encompasses our marketing,miakagement, and trading operations, global coatsauand logistics

services, and upstream and downstream naturakgases.
Generation

We own, operate, and maintain fossil, nuclear,r@néwable generating facilities and hold interestpualifying facilities, and power projects
in the United States and Canada totaling 9,136 MW .also provide operation and maintenance senvicelsiding testing and start-up, to
owners of electric generating facilities. The outpiithese plants is managed by our Global Comrrexd@peration and is hedged through a
combination of power sales to wholesale and retailket participants. Our merchant energy businesstsrthe load-serving requirements of
various contracts using the output from our gemegdteet and from purchases in the wholesale marke

We present details about our generatinggmtces inltem 2. Properties.
Nuclear
The output of our nuclear facilities over the pasee years is presented in the following table:

Calvert Cliffs Nine Mile Point Ginna
Capacity Capacity Capacity

MWH Factor MWH * Factor MWH Factor
(MWH in millions)
2008 1475 96% 12.¢ 94% 4.7 94%
2007 14. 94 12.2 90 4.9 98




2006 13.¢ 90 12t 93 41 93
* represents our proportionate ownership interest

We sell a significant portion of the outftam our Nine Mile Point Nuclear Station (Nine EliPoint) and our R.E. Ginna Nuclear Plant
(Ginna) under unit-specific power purchase agree¢sn&ie discuss these arrangements on the next Pagé&lobal Commodities operation
manages the remainder of our generation output.
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In December 2008, we entered into the lmest Agreement with EDF under which EDF will pussk a 49.99% membership interest in
our nuclear generation and operation business,hndms our three nuclear facilities. We discusstivestment Agreement in more detail in
Note 15 to Consolidated Financial Stateme

Calvert Cliffs

We own 100% of Calvert Cliffs Unit 1 (873 MW) andilv2 (862 MW). Unit 1 entered service in 1974 aticensed to operate until 2034.
Unit 2 entered service in 1976 and is licensedp@rate until 2036.

Nine Mile Point

We own 100% of Nine Mile Point Unit 1 (620 MW) aB@% of Unit 2 (933 MW of Unit 2's total 1,138 MWIljhe remaining interest in Nine
Mile Point Unit 2 is owned by the Long Island Povkerthority (LIPA). Unit 1 entered service in 1968dais licensed to operate until 2029.
Unit 2 entered service in 1988 and is licensedpterate until 2046.

We sell 90% of our share of Nine Mile P@rtutput to the former owners of the plant aterage price of nearly $35 per megawatt-hour
(MWH) under agreements that terminate between 20@92011. The agreements are unit contingentdibtitput is not available because the
plant is not operating, there is no requiremergrtvide output from other sources). The remaini@glof our share of Nine Mile Point's out]
is managed by our Global Commodities operationsaid into the wholesale market.

After termination of the power purchaseeggnents, a revenue sharing agreement with the faweer of the plant will begin and
continue through 2021. Under this agreement, whpblies only to our ownership percentage of Uné Bredetermined strike price is
compared to the market price for electricity. i timarket price exceeds the strike price, then 8D#timexcess amount is shared with the
former owners of the plant. The average strikeepfir the first year of the revenue sharing agrednse$40.75 per MWH. The strike price
increases two percent annually beginning in thersggear of the revenue sharing agreement. Thexueveharing agreement is unit contingent
and is based on the operation of the unit.

We exclusively operate Unit 2 under an apipg agreement with LIPA. LIPA is responsible 1&% of the operating costs (including
decommissioning costs) and construction costs dif 2Jand has representation on the Nine Mile Pdimit 2 management committee, which
provides certain oversight and review functions.

Ginna

We own 100% of the Ginna nuclear facility. Ginnasigts of a 581 MW reactor that entered servicEir0 and is licensed to operate until
2029. We sell 90% of the plant's output and capacithe former owner for 10 years ending in 20tdreaverage price of $44.00 per MWH
under a long-term unit-contingent power purchaseemgent. The remaining output is managed by oub&IGommodities operation and sold
into the wholesale market.

Qualifying Facilities and Power Projects

We hold up to a 50% voting interest in 18 opera@ngrgy projects that consist of electric genenafarimarily relying on alternative fuel
sources), fuel processing, or fuel handling faesit Sixteen of the electric generation projectscamsidered qualifying facilities under the
Public Utility Regulatory Policies Act of 1978. Haelectric generating plant sells its output to@al utility under long-term contracts.

Customer Supply
We are a leading supplier of energy products andces to wholesale and retail electric and natgea customers.

In 2008, our wholesale competitive suppgdgm@tion served approximately 12,500 peak MWs dfleduale full requirements load-serving
products. During 2008, our retail competitive sypgpttivities served approximately 14,100 MW of pézédd and approximately 407,000
mmBTUs of natural gas.

Our wholesale customer supply operationcstires transactions that serve the full energycapecity requirements of various customers
such as distribution utilities, municipalities, pavatives and retail aggregators that do not ouficent generating capacity or in-house supply
functions to meet their own load requirements.

Our retail customer supply operation stiues transactions to supply full energy and capaeijuirements and provide natural gas,
transportation, and other energy products and @eswub retail, commercial, industrial, and governtakcustomers. Contracts with these
customers generally extend from one to ten yeartssdime can be longer. To meet our customers'seadng requirements, our merchant
energy business obtains energy from various sopiresading:



our generation asse

exchange-traded and bilateral power and naturapgashase agreements,

unit contingent power purchases from generationpzores,

tolling contracts with generation companies, wipcbvide us the right, but not the obligation, taghase power at a price link
to the variable cost of production, including fugith terms that generally extend from several rherib several years, but can
be longer, and

regional power pools
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Global Commodities

Our Global Commodities operation manages contrdgtaarned physical assets, including generatiorilifees, natural gas properties,
international coal sourcing and freight operatigrsyides risk management services and uranium etiatkservices, and trades energy and
energy-related commodities. This operation provitieswholesale risk management function for ourésation and Customer Supply
operations, as well as structured products andygnevestment activities and includes our merclesn@rgy business' actual hedged positions
with third parties.

Structured Products

Our Global Commodities operation uses energy aedggrrelated commodities and contracts in ordenamage our portfolio of energy
purchases and sales to customers through strudtareshctions. Our Global Commodities operatiofisessustomers with customized risk
management products in the power, gas, coal, @ghtrmarkets (e.g., generation tolls, gas trarnsgpaat storage, and global coal and freight
logistics).

Energy Investment:

Our Global Commodities operation has investmenenirgy assets that primarily include coal soureictivities, a joint interest in an entity
that owns dry bulk cargo vessels and natural gagces. We discuss each of these investments below.

Coal and International Services

We patrticipate in global coal sourcing activitigsgyoviding coal and coal-related logistical seeddor the variable or fixed supply needs of
global customers. We own a 50% interest in a shipjint venture that owns and operates five fregtips for the delivery of coal and other
dry bulk freight products. In 2008, we deliveregegximately 25.4 million tons of coal to global tmsers and to our own generation fleet.
Additionally, we entered into power, natural gasjdht, uranium marketing, and emissions transastautside of the United States.

Natural Gas Service

Our Global Commodities operation includes upstréaxploration and production) and downstream (trartsgion and storage) natural gas
operations. Our upstream activities include theugition, development, exploration, and exploitataf natural gas properties, as well as an
approximately 28.5% interest in Constellation EgdPgrtners LLC (CEP), a limited liability comparhat we formed. CEP is principally
engaged in the acquisition, development, and etgtion of natural gas properties. Our downstreatividies include providing natural gas to
various customers, including large utilities, connaied and industrial customers, power generatolglesale marketers, and retail aggregators.

In 2008, 2007, and 2006, we acquired walimierests in gas producing fields. We discussdteequisitions in more detail Note 15 to
Consolidated Financial Statement 2008, we divested working interests in cert#iour gas producing fields. We discuss thesedtiituges
in more in detail ifNote 2 to Consolidated Financial Statements.

Portfolio Management and Tradiny

We trade energy and energy-related contracts amdnoalities and deploy risk capital in the managenoéour portfolio. These activities are
managed through daily value at risk and stop liositd and liquidity guidelines, and could have aen@l impact on our financial results.

In managing our portfolio, we may terminatstructure, or acquire contracts. Such transastare within the normal course of managing
our portfolio and may materially impact the timiafjour recognition of revenues, fuel and purchassetgy expenses, and cash flows.

We use both derivative and nonderivativeti@acts in managing our portfolio of energy saled purchase contracts. Although a
substantial portion of our portfolio is hedged, ave able to identify opportunities to deploy rigipital to increase the value of our accrual
positions, which we characterize as portfolio mamagnt.

Active portfolio management is intendegliow our merchant energy business to:

manage and hedge its fixed-price energy purchagsaa commitments,
provide fixed-price energy commitments to custonaerd suppliers,
reduce exposure to the volatility of market pricas]

hedge fuel requirements at our -nuclear generation facilitie

We discuss the impact of our trading atiigiand value at risk in more detailliam 7. Management's Discussion and Analysis.

Our portfolio management and trading ati#igiinvolve the use of physical commodity inver@srand a variety of instruments, includil



forward contracts (which commit us to purchaseetirenergy commodities in the futur

swap agreements (which require payments to or froamterparties based upon the difference betweerptiges for a
predetermined contractual (notional) quantity),

option contracts (which convey the right to buysell a commaodity, financial instrument, or indexagtredetermined price), a
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. futures contracts (which are exchange traded stdima commitments to purchase or sell a commattifynancial instrument,
or make a cash settlement, at a specified pricdwtnce date).

Through the third quarter of 2008, our faiv management and trading activities increasee t the significant growth in scale of our
customer supply, energy investments, and structomedlucts operations. However, in the fourth quast2008, we began to take steps to
reduce the risk and scale of our portfolio manageraad trading activities. Energy trading acti\stigill be scaled back and will be used
primarily to hedge our generation assets and Cust@upply operations. All of these efforts will raally reduce portfolio management and
trading activities' contribution to our future opng results.

Fuel Sources

Our power plants use diverse fuel sources. Ourrfilelbased on capacity owned at December 31, 200&ar generation based on actual
output by fuel type in 2008 were as follows:

Capacity
Fuel Owned  Generation
Nuclear 42% 63%
Coal 30 32
Natural Gas 11 1
oil 8 —
Renewable and Alternative ( 5 4
Dual (2) 4 —

@ Includes solar, geothermal, hydro, waste coal, bitinass.
2 Switches between natural gas and oil.

We discuss our risks associated with faehore detail irtem 7. Management's Discussion and Analysis—Ré&talgement.
Nuclear
The supply of fuel for nuclear generating statimtdudes the:

purchase of uranium (concentrates and uranium hmxafe),
conversion of uranium concentrates to uranium Hegstle,
enrichment of uranium hexafluoride, and

fabrication of nuclear fuel assemblies.

We have commitments that provide for sigfit quantities of uranium (concentrates and urartiexafluoride), enrichment requirements,
and the fabrication of fuel assemblies to meet etguerequirements for the next several years aCaiwert Cliffs, Nine Mile Point, and Ginna
nuclear generating facilities.

The nuclear fuel markets are competitiveel prices can be volatile; however, we do not grdie any significant problems in meeting our
future supply requirements.

Storage of Spent Nuclear FueFederal Facilities

One of the issues associated with the operatiordandmmissioning of nuclear generating facilitesisposal of spent nuclear fuel. There are
no facilities for the reprocessing or permanenpalgl of spent nuclear fuel currently in operatiothe United States, and the Nuclear
Regulatory Commission (NRC) has not licensed amy $acilities. The Nuclear Waste Policy Act of 198BVPA) required the federal
government, through the Department of Energy (D@d&jlevelop a repository for the disposal of sprriear fuel and high-level radioactive
waste.

As required by the NWPA, we are a partgdatracts with the DOE to provide for disposal péist nuclear fuel from our nuclear
generating plants. The NWPA and our contracts thi¢hDOE require payments to the DOE of one tenttnefcent (one mill) per kilowatt hc
on nuclear electricity generated and sold to paytfe cost of longerm nuclear fuel storage and disposal. We contioyey those fees into t
DOE's Nuclear Waste Fund for our nuclear generdéntjties. The NWPA and our contracts with the B@quired the DOE to begin taking
possession of spent nuclear fuel generated by augknerating units no later than January 31, 1998.

The DOE has stated that it may not medtdhbgation until 2020 at the earliest. This delas required that we undertake additional
actions and incur costs to provide on-site fuelagje at our nuclear generating facilities, inclgdine installation of on-site dry fuel storage
capacity as described in more detail bel



In 2004, complaints were filed againstfiéderal government in the United States Court afeffal Claims seeking to recover damages
caused by the DOE's failure to meet its contraatbation to begin disposing of spent nucleat iyeJanuary 31, 1998. These cases are
currently stayed, pending litigation in other rethtases.

In connection with our purchases of NinéeMRoint and Ginna, all of the former owners' rigand obligations related to recovery of
damages for DOE's failure to meet its contractbéibations were assigned to us. However, we havabdigation to reimburse the former
owner of Ginna for up to $10 million of any recoedrdamages for such claims.

Storage of Spent Nuclear FueDn-Site Facilities

Calvert Cliffs has a license from the NRC to opefat onsite independent spent fuel storage installatian éxpires in 2012. Sufficient store
capacity exists within the plant and currently atistd independent spent fuel
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storage installation modules to be able to cortteérfull contents of the core until 2015. Efforte aurrently under way to renew the
independent spent fuel installation license andheg[its capacity to accommodate operations thr@0@4. Nine Mile Point and Ginna are
developing independent spent fuel storage insiatiatat each of those facilities, which we expedi¢ completed in 2012 and 2010,
respectively. Nine Mile Point and Ginna have sudiit storage capacity within the plant until thgpested completion of the on-site
independent spent fuel storage installations.

Cost for Decommissioning Nuclear Facilities

We are obligated to decommission our nuclear pgisets after these plants cease operation. Oueaudecommissioning trust funds and the
investment earnings thereon are restricted to mgétie costs of decommissioning the plants in atnure with NRC regulations and relevant
state requirements. We develop our decommissianirsg fund strategy based on estimates of the ¢ogisrform the decommissioning and
timing of incurring those costs. When developing estimates of future fund earnings, we considerasget allocation investment strategy,
rates of return earned historically, and currentkatconditions.

Our nuclear decommissioning trust fund &saee as follows:

At December 31, 200

Calvert Cliffs $ 346.¢
Nine Mile Point 460.:
Ginna 199.1
Total $1,006.:

Every two years, the NRC requires us to aestrate reasonable assurance that funds will @idalle to decommission the sites. Our next
NRC submittal will occur in March 2009. Due to rateéeclines in the financial markets, the fair watif our trust funds decreas
$324.5 million, net of $18.7 million of contributis made to the trusts, during 2008. As a resuhisfdecline, the NRC may require us to
provide additional financial assurance for cert#iour plants' decommissioning trusts. Previouslky have provided parental guarantees as
additional financial assurance, but alternativétg, NRC could require other forms of financial aasge, including letters of credit, surety
bonds, or additional cash contributions to thettrus

Decommissioning activities are currentlgjpcted to be staged through 2083. Any changdseicasts or timing of decommissioning
activities, or changes in the fund earnings, cafidct the adequacy of the funds to cover the deaissioning of the plants, and if there wer
be a shortfall, we would have to provide additiciading.

Calvert Cliffs

When BGE transferred all of its nuclear generasisgets to our merchant energy business, it alssfénaed the funds accumulated to pay for
decommissioning Calvert Cliffs. In March 2008, Citiation Energy, BGE, and a Constellation Enerfijiate entered into a settlement
agreement with the State of Maryland, the Publivie Commission of Maryland (Maryland PSC), andaia State of Maryland officials.
The settlement agreement became effective on JU2@08. Pursuant to the terms of the settlemeresgent, BGE customers will be relieved
of the potential future liability for decommissiagi Calvert Cliffs Unit 1 and Unit 2. BGE will contile to collect the $18.7 million annual
nuclear decommissioning charge from all electristemers through 2016 and continue to rebate thauatrto residential electric customers
previously required by Maryland Senate Bill 1 whighs enacted in June 2006. We discuss the Margattiément agreement in more deta
Note 2 to Consolidated Financial Stateme

Nine Mile Point

The sellers of Nine Mile Point transferred a $44tillion decommissioning trust fund to us at thaeiof sale. In return, we assumed all
liability for the costs to decommission Unit 1 &8@P6 of the costs to decommission Unit 2.

Ginna

The seller of Ginna transferred $200.8 million @ecdmmissioning funds to us. In return, we assunfidbkility for the costs to decommission
the unit.

Coal

We purchase the majority of our coal for electéngration under supply contracts with mining opegtand we acquire the remainder in the
spot or forward coal markets. We believe that wielvé able to renew supply contracts as they expirenter into contracts with other coal
suppliers. Our primary coal-burning facilities hdtie following requirements:

Approximate



Annual Coal

Requirement

!'[OHS!
Brandon Shore—Units 1 and 2 (combinet 3,500,001
C. P. Cran—Units 1 and 2 (combinet 850,00(
H. A. Wagne—Units 2 and 3 (combine( 1,100,00!
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We receive coal deliveries to these faesiby rail and barge. Over the past few yearsexpanded our coal sources through a variety of
methods, including restructuring our rail contragisreasing the range of coals we can consumefiagidg potential other coal supply sour
including limited shipments from various internai@ sources. While we primarily use coal producedifmines located in central and
northern Appalachia, we are capable of switchingaal from the Western United States or importeal tw manage our coal supply. The tin
delivery of coal together with the maintenance ggrapriate levels of inventory is necessary tovalfor continued, reliable generation from
these facilities.

As discussed in thignvironmental Mattersection, our Maryland coal-fired generating fa@itmust comply with the requirements of the
Maryland Healthy Air Act (HAA), which requires redtion of sulfur dioxide (SQ), nitrogen oxide (NQ ), and mercury emissions. We are

installing emission control equipment at each af daryland coal-fired facilities. The new equipmemtd HAA emission reduction
requirements will influence the characteristicsha coals that we burn in the future.

All of the Conemaugh and Keystone plamsiual coal requirements are purchased by the pfgeriators from regional suppliers on the
open market. The sulfur restrictions on coal aggr@ximately 2.3% for the Keystone plant and appraately 5.3% for the Conemaugh plant.
The Keystone owners are installing emission corgaulipment at Keystone which will result in a sulfestriction of 5.3%. Although we
expected the Keystone and Conemaugh facilities dvbale to comply with Pennsylvania mercury regataibeginning in 2010, in January
2009, the Pennsylvania Commonwealth Court heldttizate regulations were invalid based on a Febr2@®8 federal court decision that
struck down the Federal Clean Air Mercury Rule (CRMThe Commonwealth of Pennsylvania has indicttatlit may appeal the court's
decision. At this time, we cannot predict the uitmoutcome of these proceedings or its effectunriioancial results.

The annual coal requirements for the AGENin, and Poso plants, which are located in Gali are supplied under contracts with
mining operators. These plants are restricted & wah sulfur content less than 4.0%.

The primary fuel source for Panther Creett @olver generating facilities is waste coal. Ehetilities meet their annual requirements
through existing reserves of mined and processatievzal and through supply agreements with vatieumss.

All of our coal requirements reflect histal generating levels. The actual fuel quantitesguired can vary substantially from historical
levels depending upon the relationship betweenggmgiices and fuel costs, weather conditions, getating requirements. However, we
believe that we will be able to obtain adequatentjtias of coal to meet our requirements.

Gas

We purchase natural gas, storage capacity, ansipiatation, as necessary, for electric generati@erain plants. Some of our gas-fired units
can use residual fuel oil or distillates insteadja$. Gas is purchased under contracts with supmiethe spot market and forward markets,
including financial exchanges and under bilategegeaments. The actual fuel quantities requiredveay substantially from year to year
depending upon the relationship between energgprand fuel costs, weather conditions, and operatiquirements. However, we believe
we will be able to obtain adequate quantities af tgameet our requirements.

Oil

From 2006 through 2008, our requirements for redifliel oil (No. 6) amounted to less than 0.5 roillibarrels of low-sulfur oil per year.
Deliveries of residual fuel oil are made from tlwpgliers' Baltimore Harbor and Philadelphia matir@ninals for distribution to the various
generating plant locations. Also, based on normat Ipractices, we require approximately 8.0 milliorl.1.0 million gallons of distillates

(No. 2 oil and kerosene) annually, but these regouénts can vary substantially from year to yeaeddmg upon the relationship between
energy prices and fuel costs, weather conditiomd,agerating requirements. Distillates are purcthdisam the suppliers' Baltimore truck
terminals for distribution to the various genergtpiant locations. We have contracts with variauspsiers to purchase oil at spot prices, and
for future delivery, to meet our requirements.

Competition

We encounter competition from companies of varigiaes, having varying levels of experience, finahand human resources, and differing
strategies.

We face competition in the market for eyeppacity, and ancillary services. In our merd¢teanergy business, we compete with
international, national, and regional full-servaeergy providers, merchants, and producers torobtanpetitively priced supplies from a
variety of sources and locations, and to utiliZecesfnt transmission, transportation, or storage pincipally compete on the basis of price,
customer service, reliability, and availabilityadr products.

With respect to power generation, we compethe operation of energy-producing projects, amr competitors in this business are both
domestic and international organizations, includiagous utilities, industrial companies and indegent power producers (including affiliates
of utilities, financial investors, and banks), soaf@vhich have greater financial resourc
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States are considering different typesglifatory initiatives concerning competition in fh@ver and gas industry, which makes a
competitive assessment difficult. Many states cardito support or expand retail competition andigtiy restructuring. Other states that were
considering deregulation have slowed their plangostponed consideration of deregulation. In addjtcertain previously restructured states
are considering re-regulation of their retail mask&Vhile there is significant activity in this areve believe there is adequate growth potential
in the current deregulated market.

As the market for commercial, industrialdagovernmental energy supply continues to growhaxee experienced increased competition
on a regional basis in our retail competitive sypaitivities. The increase in retail competitiomahe impact of wholesale power prices
compared to the rates charged by local utilities hracertain circumstances, reduced the margatsik realize from our customers. However,
we believe that our experience and expertise iesaiisg and managing risk and our strong focus stomer service will help us to remain
competitive during volatile or otherwise adversekeaacircumstances.

Merchant Energy Operating Statistics

2008 2007 2006

Gross Margir(In millions)

Generatior $1,95¢ $1,70C $1,49(
Customer Suppl 765 88¢ 764
Global Commoditie: 26C 654 65€
Total Gross Margil $2,981 $3,24: $2,91(
Generatior(In millions) —MWH * 50.¢ 51.€ 59.1
* Includes output from g-fired plants until sale in December 20(

Operating statistics do not reflect the eliminatimfiintercompany transactions.
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Baltimore Gas and Electric Company

BGE is an electric transmission and distributiatitytcompany and a gas distribution utility companith a service territory that covers the
City of Baltimore and all or part of ten counti@scientral Maryland. BGE is regulated by the Margl®8C and Federal Energy Regulatory
Commission (FERC) with respect to rates and othpeets of its business.

BGE's electric service territory includesaea of approximately 2,300 square miles. Thexaa municipal or cooperative wholesale
customers within BGE's service territory. BGE's gawice territory includes an area of approxinya80 square miles.

BGE's electric and gas revenues come framyncustomers—residential, commercial, and indaistri
Electric Business
Electric Competition

Deregulation

Maryland has implemented electric customer choimme@mpetition among electric suppliers. As a eslil customers can choose their ele:
energy supplier. While BGE does not sell electyitit all customers in its service territory, BGEhtinues to deliver electricity to all customers
and provides meter reading, billing, emergencyoasp, and regular maintenance.

Standard Offer Service

BGE is obligated to provide market-based stand&gt eervice (SOS) to all of its electric custometso elect not to select a competitive
energy supplier. The SOS rates charged recover B@livlesale power supply costs and include an &dirative fee. The administrative fee
includes a shareholder return component and aenmental cost component. As discusselfém 7. Management's Discussion and Analysis—
Regulated Electric Businesection, BGE resumed collection of the sharehaieterrn portion of the residential SOS administratiharge,

which had been eliminated under Maryland SenatelBffom June 1, 2008 through May 31, 2010 withleaxing to rebate it to all residential
electric customers. BGE will cease collecting thgidential shareholder return component again ffone 1, 2010 through December 31, 2(

Bidding to supply BGE's SOS occurs frometita time through a competitive bidding processraypgd by the Maryland PSC. Successful
bidders, which may include subsidiaries of Conatelh Energy, execute contracts with BGE for vagyierms.

Commercial and Industrial Customers

BGE is obligated to provide several variations 6fSSto commercial and industrial customers dependimgustomer load.

For those commercial and industrial custenfier which SOS originally had been scheduledxjuire at the end of May 2007, BGE must
continue to provide SOS indefinitely on substahtitie same terms as under the then existing sreicept that wholesale bidding for sen
to some customers will be conducted more frequently

BGE's obligation to provide SOS to its Esgcommercial and industrial customers expire2id5. However, BGE continues to provide
an hourly priced SOS to those customers.

Residential Custome

As a result of the November 1999 Maryland PSC orelgarding the deregulation of electric generaitioklaryland, BGE's residential electric
base rates were frozen until July 2006. HoweveryMad Senate Bill 1, enacted in June 2006, deldykdnharket rates for some residential
customers until June 2007, with the remainder siflential customers going to full market ratesanuary 2008. Pursuant to a settlement
agreement entered into with the State of Marylaimel Maryland PSC, and certain Maryland officialdarch 2008, BGE provided residential
electric customers approximately $189 million ie form of a one-time $170 per customer rate cr@dé.discuss the Maryland settlement
agreement in more detail Mote 2 to Consolidated Financial Statemeamsl the market risk of our regulated electric bes#nin more detail in
Item 7. Management' Discussion and Ana—Risk Managemesgction.

Electric Load Managemen

BGE has implemented various programs for use whstes-operating conditions or market economicsciaigi that a reduction in load would
be beneficial. These programs inclu



. two options for commercial and industrial custonterseduce their electric loac

air conditioning and heat pump control for resiigrand commercial customers through both prograbtenthermostats and
load control devices, and

. residential water heater contr

These programs generally take effect onnsendays when demand and/or wholesale prices ktévety high and had the effect of
reducing BGE's system peak load by 236 MW durirgsthmmer period in 2008.

BGE is developing other programs desigodueip manage its peak demand, improve systenbii@ljaand improve service to customers
by giving customers greater control over their ggerse.

BGE has concluded an advanced metering itmram and is utilizing the results to develagtrategy for full deployment of the
advanced metering program. BGE is also continuiptc program to evaluate pricing options desigteethcentivize customers to
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decrease energy use during peak demand periodgiohddly, in 2007, BGE initiated a limited consation program that provides incentives
to customers to use energy efficient products andke other actions to conserve energy. The MadyRSC recently approved a full portfolio
of conservation programs for implementation in 2@8%vell as a customer surcharge to recover tlueiased costs. We also discuss the
demand response initiativesltem 7. Management's Discussion and Analysis—RggmaMaryland—Maryland PS€ection.

Transmission and Distribution Facilities

BGE maintains approximately 250 substations andeqimately 1,300 circuit miles of transmission kntaroughout central Maryland. BGE
also maintains approximately 24,500 circuit milésglistribution lines. The transmission facilitie®aonnected to those of neighboring utility
systems as part of PIJM Interconnection (PJM). UtttePJM Tariff and various agreements, BGE andratiarket participants can use
regional transmission facilities for energy, capga@nd ancillary services transactions, includéngergency assistance.

We discuss various FERC initiatives relgtio wholesale electric markets in more detaltém 7. Management's Discussion and
Analysi—Federal Regulatiosection.

Electric Operating Statistics

2008 2007 2006

Revenuey(In millions)

Residentia $1,695.¢ $1,514.¢ $1,092.:
Commercial
Excluding Delivery Service Onl 604.( 577.¢ 733.¢
Delivery Service Onl 222.¢ 217.( 149.¢
Industrial
Excluding Delivery Service Onl 31.c 31.¢ 46.¢
Delivery Service Onl 27.1 27.¢ 26.2
System Sales and Deliveri 2,581.: 2,368." 2,047.¢
Other (A) 98.€ 87.C 68.C
Total $2,679.° $2,455.7 $2,115.¢
Distribution Volumes(In thousands—MWH
Residentia 13,02 13,36¢ 12,88¢
Commercial
Excluding Delivery Service Onl 3,95 4,364 6,32¢
Delivery Service Onl 11,73¢ 11,92: 9,392
Industrial
Excluding Delivery Service Onl 242 287 467
Delivery Service Only 3,00z 3,17¢ 2,98¢
Total 31,96 33,11: 32,05¢
Customer(In thousands
Residentia 1,108.! 1,103.: 1,093.:
Commercial 117.¢ 116.7 115.5
Industrial 5.3 5.E 5.2
Total 1,231.. 1,225.: 1,214.(

(A)  Primarily includes network integration transmissgamvice revenues, late payment charges, miscellsngervice fees, and tower
leasing revenues.

Operating statistics do not reflect the eliminatimfiintercompany transactions.
"Delivery service only" refers to BGE's deliveryedéctricity that was purchased by the customemfam alternate supplier.
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Gas Business

The wholesale price of natural gas as a commoslityt subject to regulation. All BGE gas custonterge the option to purchase gas from
alternative suppliers, including subsidiaries oh&ellation Energy. BGE continues to deliver gaalt@ustomers within its service territory.
This delivery service is regulated by the Maryl&8iC.

BGE also provides customers with meteriregdilling, emergency response, regular mainteeaand balancing services.

Approximately 50% of the gas delivered dBBBs distribution system is for customers that pase gas from alternative suppliers. These
customers are charged fees to recover the costsiBSBES to deliver the customers' gas through @tridution system.

A market-based rates incentive mechanispliepto customers that buy their gas from BGE. &#rilis mechanism, BGE's actual cost of
gas is compared to a market index (a measure oh#nket price of gas in a given period). The défere between BGE's actual cost and the
market index is shared equally between shareholtetsustomers. BGE must secure fixed-price cotstfac at least 10%, but not more than
20%, of forecasted system supply requirementsldarifg (i.e., non-storage) gas for the Novembeotigh March period. These fixed-price
contracts are not subject to sharing under the etdrsed rates incentive mechanism.

BGE meets its natural gas load requiremimésigh firm pipeline transportation and storaggtiements.
BGE's current pipeline firm transportatemtitlements to serve its firm loads are 338,09&tieerms (DTH) per day.

BGE's current maximum storage entitlemants254,697 DTH per day. To supplement its gaslgwgigimes of heavy winter demands
and to be available in temporary emergencies affgdas supply, BGE has:

. a liquefied natural gas facility for the liquefamtiand storage of natural gas with a total stocageacity of 1,092,977 DTH anc
daily capacity of 311,500 DTH, and

. a propane air facility and a mined cavern withtaltstorage capacity equivalent to 564,200 DTH awlaily capacity of 85,000
DTH.

BGE has under contract sufficient volumgpropane for the operation of the propane aiditgcnd is capable of liquefying sufficient
volumes of natural gas during the summer monthsperations of its liqguefied natural gas facilityrithg peak winter periods.

BGE historically has been able to arrartg#tsterm contracts or exchange agreements witbraas companies in the event of short-term
disruptions to gas supplies or to meet additioeahand.

BGE also participates in the interstatekats by releasing pipeline capacity or bundlingefiipe capacity with gas for off-system sales.
Off-system gas sales are low-margin direct salegsfto wholesale suppliers of natural gas. Easfirggn these activities are shared between
shareholders and customers. BGE makes these sgbastaf a program to balance its supply of, avat of, natural gas.
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Gas Operating Statistics

2008 2007 2006
Revenue(In millions)
Residentia
Excluding Delivery Service Onl $ 567.¢ $ 552.C $ 490.
Delivery Service Only 19.C 19.C 20.€
Commercial
Excluding Delivery Service Onl 161.¢ 154.1 148.¢
Delivery Service Only 46.4 41.2 35.¢
Industrial
Excluding Delivery Service Onl 8.1 7.8 7.5
Delivery Service Only 14.t 22.1 19.:
System Sales and Deliveri 817.¢ 796.2 722.4
Off-System Sale 197.7 157.¢ 168.¢
Other 8.7 9.2 8.5
Total $1,024.( $ 962.¢ $ 899t
Distribution Volumes(In thousands—DTH
Residentia
Excluding Delivery Service Onl 37,67¢ 39,19¢ 33,01¢
Delivery Service Only 4,11¢ 4,31( 3,94¢
Commercial
Excluding Delivery Service Onl 12,20t 12,46« 11,68
Delivery Service Only 29,28¢ 30,36" 25,69¢
Industrial
Excluding Delivery Service Onl 65C 65€ 604
Delivery Service Only 18,43: 17,89° 20,32t
System Sales and Deliveri 102,37( 104,89! 95,27
Off-System Sale 18,78: 19,96 19,73¢
Total 121,15: 124,85¢ 115,01:
Customer¢(In thousands
Residentia 605.( 602.: 597.1
Commercial 42.¢ 427 42.:
Industrial 11 1.2 1.2
Total 648.¢ 646.- 640.¢

Operating statistics do not reflect the eliminatimfintercompany transactions.
"Delivery service only" refers to BGE's deliverygafs that was purchased by the customer from amredte supplier.

Franchises

BGE has nonexclusive electric and gas franchisesecstreets and other highways that are adequdteudficient to permit it to engage in its
present business. Conditions of the franchisesatisfactory.

Other Nonregulated Businesses
UniStar Nuclear

In 2005, we formed UniStar Nuclear, LLC (UniStax)pint enterprise with AREVA NP, Inc., (AREVA) totroduce the advanced design
Evolutionary Power Reactor to the U.S. market. Upomnversion to U.S. electrical standards, the teldgy will be known as the U.S. EPR.

In August 2007, we formed a joint ventldajStar Nuclear Energy, LLC (UNE) with EDF. We haa®0% ownership interest in this jo
venture to develop, own, and operate new nuclegegts in the United States and Canada. EDF ilyitialested $350 million of cash in UNE,
and we contributed our interest in UniStar and otheiStar-related assets, which had a book valu@g16fmillion, and the right to develop new
nuclear projects at our existing nuclear planttfiocs. In the event that the joint venture is terated, the remaining equity of UNE, after
certain expenses, will be divided equally betweengfellation Energy and EDF pursuant to the joariture agreement.

In 2008, EDF contributed an additional $17ilion to UNE based upon reaching certain licegsnilestones. EDF will contribute up to
an additional $100 million to UNE, for a total &35 million, upon reaching additional licensi
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milestones after which future funding will be mastea pro rata basis. In 2008, we contributed amftfii assets which had a book value of
$2 million.

In connection with this joint venture, iGQ7 we entered into an investor agreement with BBder which EDF is limited to owning no
more than 9.9% of our outstanding common stocK daty 2012 and is required to vote any sharesuoicommon stock owned by it in the
manner recommended by our Board of Directors andake any actions that seek control of ConstelteEnergy until July 2012. In
connection with the execution of the Investmente&gnent in December 2008, the investor agreemenamasded to enable EDF, in
connection with certain extraordinary events, sagla change in control transaction, to acquireeshafrour common stock above the 9.9%
limitation and to vote its shares at its discretibhe amended investor agreement also providedatawing EDF's acquisition of 49.99% of
our nuclear generation and operation business, \EilDRave the right to appoint one director to &oard of Directors. As of December 31,
2008, EDF owned approximately 8.5% of our outstaga@iommon stock.

Energy Projects and Services
We offer energy projects and services to large ceroral, industrial and governmental customers. &hesergy products and services include:

designing, constructing, and operating renewabdggn heating, cooling, and cogeneration faciljties
water and energy savings projects and performanicgacting,

energy consulting and procurement servi

services to enhance the reliability of individukdatric supply systems, at

customized financing alternative

Home Products and Gas Retail Marketing
We offer services to customers in Maryland inclggdin

. home improvements,
the service of heating, air conditioning, plumbieggctrical, and indoor air quality systems, and
the sale of natural gas to residential custon

Consolidated Capital Requirements

Our total capital requirements for 2008 were $2llibh. Of this amount, $1.7 billion was used inrownregulated businesses and $0.5 billion
was used in our regulated business. We estimatmtalrcapital requirements will be $1.7 billion2009.

We continuously review and change our ehpixpenditure programs, so actual expendituresvagyfrom the estimate above. We
discuss our capital requirements furtheitégm 7. Management's Discussion and Analysis—CladRaaourcesection.

Environmental Matters

The development (involving site selection, enviremtal assessments, and permitting), constructamuisition, and operation of electric
generating and distribution facilities are subjecéxtensive federal, state, and local environniemd land use laws and regulations. From the
beginning phases of development to the ongoingabioer of existing or new electric generating anstrithution facilities, our activities involve
compliance with diverse laws and regulations tldlairass emissions and impacts to air and watereg@ioh of natural and cultural resources,
and chemical and waste handling and disposal.

We continuously monitor federal, state, &owél environmental initiatives to determine pdignmpacts on our financial results. As new
laws or regulations are promulgated, we assessdpplicability and implement the necessary modiftms to our facilities or their operatior
maintain ongoing compliance. Our capital expendiguvere approximately $750 million during the fixear period 2004-2008 to comply with
existing environmental standards and regulations.a3timated environmental capital requirementsHfemext three years are approximately
$330 million in 2009, $50 million in 2010, and $2#llion in 2011.

Air Quality
Federal
The Clean Air Act created the basic framework far tederal and state regulation of air pollution.

National Ambient Air Quality Standards (NAAC




The NAAQS are federal air quality standards auttestiunder the Clean Air Act that establish maximambient air concentrations for the
following specific pollutants: ozone (smog), carboonoxide, lead, particulates, SQand nitrogen dioxides.

In order for states to achieve compliangh the NAAQS, the Environmental Protection AgetEyPA) adopted the Clean Air Interstate
Rule (CAIR) in March 2005 to further reduce ozone &ine particulate pollution by addressing theistate transport of Sgand NO,

emissions from fossil fuel-fired generating fagdg located primarily in the Eastern United States.

In December 2008, the United States Cduftppeals for the District of Columbia Circuit raged its July 2008 decision to effectively
repeal CAIR and remanded the issue to the EPAefonrsideration. As a result, the requirements offC#&main in effect until the EPA takes
further action. We cannot predict what additionaligial, legislative or regulatory actions will keken in response to the court's decision or the
EPA's reconsideration of CAIR or whether such axgtimay affect our financial results. We do notéedithat the repeal of CAIR would result
in a material change to our emissions reduction piaMaryland as the emissions reduction requiramefhMaryland's HAA and Clean
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Power Rule (CPR) are more stringent and apply satwa@ those under CAIR. However, future change3AiR could affect the market prices
of SO, and NO, emission allowances, which could in turn affect imancial results. We discuss the impact thatehegings had on our 2008

results inltem 7. Management's Discussion and Analysis—MeitdBaergy Businessection. We discuss these rulings in more detahén
Note 12 to Consolidated Financial Stateme

In March 2008, the EPA adopted a strict& QS for ozone. We are unable to determine the ohffeat complying with the stricter
NAAQS for ozone will have on our financial resultstil the states in which our generating facilitees located adopt plans to meet the |
standards.

In December 2006, the United States Cduitppeals for the District of Columbia Circuit rdehat a requirement to impose fees on
emissions sources based on the previous ozoneasth(®ection 185 fees), which had been rescindegtidEPA in May 2005, remained
applicable retroactive to November 2005 and remehtide issue to the EPA for reconsideration. A fmetito the United States Supreme Court
to hear an appeal was denied in January 2008. Plehas announced that it intends to propose régokato address how Section 185 fees
will be handled. In addition, the exact method @fnputing these fees has not been established dindiegend in part on state implementation
regulations that have not been proposed. Consdgueset are unable to estimate the ultimate finanoi@act of this matter in light of the
uncertainty surrounding the anticipated EPA antesi@lemakings. However, the final resolution aétimatter, and any fees that are ultimately
assessed could have a material impact on our finlasults.

In September 2006, the EPA adopted a strikAAQS for particulate matter. We are unablegtednine the impact that complying with
the stricter NAAQS for particulate matter will hage our financial results until the states in whichr generating facilities are located adopt
plans to meet the new standard.

Hazardous Air Emissior

In March 2005, the EPA finalized the CAMR to redtice emissions of mercury from coal-fired faciktinrough a market-based cap and trade
program. CAMR was to affect all coal or waste drad boilers at our generating facilities. HowevierFebruary 2008, the United States C

of Appeals for the District of Columbia Circuit stk down CAMR. In response to this decision, théE&cently announced that it intends to
develop new mercury emission standards under thi&. @Ay new standards that require the installabbadditional emissions control
technology beyond what is required under Marylahki#althy Air Act and Clean Power Rule, which arscdissed below, may require us to
incur additional costs, which could have a matezfédct on our financial results.

New Source Revie

In connection with its enforcement of the CAA's ngwurce review requirements, in 2000, the EPA rsigakinformation relating to
modifications made to our Brandon Shores, Crang Vilagner plants located in Maryland. The EPA atsd similar, but narrower, informati
requests to two of our newer Pennsylvania wastd-burning plants in which we have an ownershiprest. We responded to the EPA in 2(
and as of the date of this report the EPA has takefurther action.

As discussed iNote 12 to Consolidated Financial StatemeritsJanuary 2009, the EPA issued a Notice of iotato one of our
subsidiaries alleging that the Keystone plant ledah Pennsylvania, of which we own a 21% intenestformed various capital projects
without complying with the new source review reguients.

Based on the level of emissions contrdl the EPA and states are seeking in new sourcewesnforcement actions, we believe that
material additional costs and penalties could barired, and planned capital expenditures couldcbelarated, if the EPA was successful in
future actions regarding our facilities.

State

Maryland has adopted the HAA and the CPR, whicabdish annual SQ, NO, , and mercury emission caps for specific coal-fueds in
Maryland, including units located at three of cacifities. The requirements of the HAA and the BRSO, NO , and mercury emissions &

more stringent and apply sooner than those requinéér CAIR. In addition, Pennsylvania had adopegilations requiring coal-fired
generating facilities located in Pennsylvania wuee mercury emissions. As we discuss inGbal section, a Pennsylvania court held that
those regulations were invalid in January 2009.

Several other states in the northeaste® thntinue to consider more stringent and ea@@y, NO , , and mercury emissions reductions
than those required under CAIR or CAMR.

Maryland also is in the process of considechanges to its current opacity regulations test with its commitment to resolve long-
standing industry concerns about the regulatiam#ticuous compliance requirements. However, wanatg/et able to determine the final form
these revised regulations will take or the impachsrevised regulations could have on our businefisancial results
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Capital Expenditure Estimates—Air Quality

We expect to incur additional environmental capf@nding as a result of complying with the airlfyéaws and regulations discussed above.
To comply with HAA and CPR, we will install additial air emission control equipment at our coaledfigenerating facilities in Maryland and
at our co-owned coal-fired facilities in Pennsyliaato meet air quality standards. We include in estimated environmental capital
requirements capital spending for these air qualibjects, which we expect will be approximatel@$2anillion in 2009, $40 million in 2010,
$15 million in 2011 and $30 million from 2012-2013.

Our estimates are subject to significarentainties including the timing of any additiofedleral and/or state regulations or legislation,
such as any regulations adopted by the EPA in respto the court decision striking down CAMR, tiipiementation timetables for such
regulation or legislation, and the specific amanfremissions reductions that will be required atfagilities. As a result, we cannot predict our
capital spending or the scope or timing of thesgepts with certainty, and the actual expenditusespe, and timing could differ significantly
from our estimates.

We believe that the additional air emisgiontrol equipment we plan to install will meet #maission reduction requirements under HAA
and CPR. If additional emission reductions stid egquired, we will assess our various compliatiegreatives and their related costs, and
although we cannot yet estimate the additionalscast may incur, such costs could be material.

Global Climate Change

Although uncertainty remains as to the nature antohg of greenhouse gas emissions regulation, tisesia increasing likelihood that such
regulation will occur at the federal and/or stateel. In the event that greenhouse gas emissialustion legislation or regulations are enacted,
we will assess our various compliance alternatiwdsch may include installation of additional eronmental controls, modification of
operating schedules, or the closure of one or mboeir coal-fired generating facilities. Any congiice costs we incur could have a material
impact on our financial results.

However, to the extent greenhouse gas @nisare regulated through a federal, mandatoryacaptrade greenhouse gas emissions
program, we believe our business could also ber@it generation fleet currently has a carbon diexiCO, ) emission rate lower than the

industry average with more than 60% of the flegttput coming from low CQemitting nuclear and hydroelectric plants. Our glob
commodities operation has experience trading intthekets for emissions allowances and renewablegygreedits.

In accordance with HAA requirements, Mangldbecame a full participant in the Northeast Regli@Gsreenhouse Gas Initiative (RGGI) in

April 2007. Under RGGI, the Maryland Departmentied Environment auctions 100% of G@llowances associated with Maryland's power

plants, which include plants owned by us. Auctionsurred in September and December 2008. Althousydid not incur material costs in
these auctions, we could incur material costsénftiure to purchase Cgallowances necessary to offset emissions from zuntg@

In addition, California has adopted regola$ requiring our generating facilities in Califita to submit greenhouse gas emissions data to
the state, which the state intends to use to dpwefdan to reduce greenhouse gas emissions.

We continue to evaluate the potential inbjpéiche HAA and California CQemissions requirements and RGGI participation an ou
financial results, however, our compliance costdatbe material.

Water Quality

The Clean Water Act established the basic framevimrkederal and state regulation of water pollatamntrol and requires facilities that
discharge waste or storm water into the waterhelinited States to obtain permits.

Water Intake Regulations

The Clean Water Act requires cooling water intakectures to reflect the best technology availdbteminimizing adverse environmental
impacts. In July 2004, the EPA published final suleder the Clean Water Act for existing facilittbat establish performance standards for
meeting the best technology available for miningzauverse environmental impacts. We currently Isewen facilities affected by the
regulation. In January 2007, the United States Gaful\ppeals for the Second Circuit ruled that EfeA's rule did not properly implement the
Clean Water Act requirements in a number of aredsremanded the rule to the EPA for reconsideration

In response to this ruling, in July 200% EPA suspended the second phase of the reg@gtgoing further rulemaking and directed the
permitting authorities to establish controls fooliog water intake structures that reflect the eshnology available for minimizing adverse
environmental impacts. In December 2008, the Urtedes Supreme Court heard an appeal of the S&iondt's decision relating to the
application of cost-benefit analysis to best tedbgy available decisions and a decision is expeict&D09.

In addition, the EPA is expected to propose regulations, but the timing of those regulaties uncertain. We will evaluate ¢



compliance options in light of the Supreme Courd &econd Circuit
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decisions, the EPA's July 2007 order and any sutesedEPA proposals. At this time, we cannot estnmair compliance costs, but they could
be material.

Hazardous and Solid Wast

We discuss proceedings relating to compliance thighComprehensive Environmental Response, Compensatd Liability Act inNote 12 to
Consolidated Financial Statements

Our coal-fired generating facilities produapproximately two and a half million tons of camtion by-products ("ash") each year. The
EPA announced in 2007 its intention to developarmeti standards to regulate this material as a ra@afdous waste, and has been developing
or considering regulations governing the placenoémish in landfills, surface impoundments, sandigraurface mines and coal mines. In
addition, the Maryland Department of the Environirferalized regulations governing the disposalrage, use and placement of ash in
December 2008. Federal regulation has the potdntigsult in additional requirements. Dependinghlascope of any final federal
requirements, our compliance costs could be méteria

As a result of these regulatory proposats @ur current ash generation projections, we gpéeng our options for the management of
ash, including construction of an ash placemerlifiadOver the next five years, we estimate that capital expenditures for this project will
be approximately $60 million. Our estimates argettiio significant uncertainties, including thenitng of any regulatory change, its
implementation timetable, and the scope of thd fiequirements. As a result, we cannot predictaaynital spending or the scope and timing of
this project with certainty, and the actual expaurgis, scope and timing could differ significarftlgm our estimates.

Employees

In December 2008, we announced a global workfaedection of approximately 8%. We completed a partibthis reduction in 2008 with the
remainder expected to occur in 2009 in connectiith @ur efforts to sell our upstream gas propetdied finalize the sale of a majority of our
international commodities operation and our gaditigaoperation.

Constellation Energy and its subsidiariad approximately 10,200 employees at December@18.2At the Nine Mile Point facility,
approximately 500 employees are represented binteeational Brotherhood of Electrical Workers,clab97. The labor contract with this
union expires in June 2011. We believe that owti@hship with this union is satisfactory, but #gnean be no assurances that this will continue
to be the case.

Available Information

Constellation Energy maintains a website at coladiteh.com where copies of our annual reports omF00-K, quarterly reports on Form 10-
Q, current reports on Formig-and any amendments may be obtained free of ehdigese reports are posted on our website the daynihey
are filed with the SEC. The SEC maintains a wel{siée.gov), where copies of our filings may be wigd free of charge. The website address
for BGE is bge.com. These website addresses arthviadextual references, and the contents of theswsites are not part of this Form 10-K.

In addition, the website for Constellatienergy includes copies of our Corporate Govern&@geelines, Principles of Business Integrity,
Corporate Compliance Program, Insider Trading joRolicy and Procedures with respect to RelateddPeTransactions, Information
Disclosure Policy, and the charters of the Auddnm®ensation and Nominating and Corporate Govern@oocemittees of the Board of
Directors. Copies of each of these documents mayribeed from our website or may be obtained froom§ellation Energy upon written
request to the Corporate Secretary.

The Principles of Business Integrity isoale of ethics that applies to all of our directaficers, and employees, including the chief
executive officer, chief financial officer, and ehiaccounting officer. We will post any amendmentsor waivers from, the Principles of
Business Integrity applicable to our chief execaitbfficer, chief financial officer, or chief accaing officer on our website.
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Iltem 1A. Risk Factors

You should consider carefully the following riskng with the other information contained in thisrm 10-K. The risks and uncertainties
described below are not the only ones that maytiffe. Additional risks and uncertainties also nagyersely affect our business and
operations including those discussed in Item 7. &¢gment's Discussion and Analysis. If any of thevitng events actually occur, our
business and financial results could be materiatlyersely affected.

Economic conditions and instability in the financid markets could negatively impact our business.

Our operations are affected by local, national, @oddwide economic conditions. The consequencesmblonged recession may include a
lower level of economic activity and uncertaintgaeding energy prices and the capital and commadésgkets. A lower level of economic
activity might result in a decline in energy congtion, an increase in customers' inability to gasitt accounts, and lower commodity prices.
These impacts may adversely affect our financielilte and future growth.

Instability in the financial markets, asesult of recession or otherwise, may affect the ob capital and our ability to raise capital. We
rely on the capital markets, as well as the bankimdjcommercial paper markets to the extent aveilét meet our financial commitments and
short-term liquidity needs if internal funds are agailable from our operations. We also use Isttércredit issued under our credit facilities to
support our operations. Disruptions in the caited credit markets as a result of uncertainty, cedwalternatives, or failures of significant
financial institutions could adversely affect ograss to liquidity needed for our businesses, dintyour ability to secure credit facilities and
refinance debt that comes due, and our abilityotolete other alternatives we are exploring. Initamitl such disruptions could adversely
affect our ability to draw on our credit facilitie®ur access to funds under those credit facilifelependent on the ability of the banks that are
parties to the facilities to meet their funding aoitments. Those banks may not be able to meetfilmgiing commitments to us if they
experience shortages of capital and liquidity ahdy experience excessive volumes of borrowingests from borrowers within a short per
of time. The disruptions in capital and credit meiskmay also result in higher interest rates odigylissued debt securities and increased «
associated with commercial paper borrowing and ubhdek credit facilities.

Any disruptions could require us to takeamges to conserve cash until the markets stalotipatil alternative credit arrangements or
other funding for our business needs can be archrjgch measures could include deferring capitpéeditures, further changing our
strategies to reduce collateral-posting requiremeartd reducing or eliminating future dividend payrs or other discretionary uses of cash.
The inability to obtain the liquidity needed to nhear business requirements, or to obtain suchdityuon terms that are favorable to us, wa
have a material adverse effect on our businessltsesf operations and financial condition. If ¢ies with which we do business are unable to
raise capital or access the credit markets, theyleainable to perform their obligations or makgrpents under agreements we have with
them. Defaults by these entities may have an adwffect on our financial results.

We may be unable to execute our strategies to impve liquidity and reduce invested capital.

In an effort to improve our liquidity and reducer cawsiness risk, we are undertaking a number afegjic initiatives to reduce capital spending
and ongoing expenses, scale down the expectedildyign long-term earnings and short-term coltateusage, and limit our exposure to
business activities that require contingent capigport. In connection with these efforts, we hentered into agreements to sell the majority
of our international commodities operation and gas trading operation and we have signed a letietent to enter into a gas supply
arrangement to support our retail gas activitiehil®Mve have entered into these agreements, tmeginesubject to regulatory approval and
other standard closing conditions and we cannotigeoany assurance that these sales or othergillée completed.

In addition, if we cannot execute on ouatggic initiatives successfully, including compigtthe sales of our international commodities
operation and our gas trading operation, our liuidill be adversely affected, which would havenaterial adverse effect on our business,
results of operations, and financial condition.

A downgrade in our credit ratings could negativelyaffect our ability to access capital and/or operateur wholesale and retalil
competitive supply businesses.

We rely on access to capital markets as a sourlkiguidity for capital requirements not satisfieg @perating cash flows. If any of our credit
ratings were to be downgraded, especially belowstment grade, our ability to raise capital on fabte terms, including in the commercial
paper markets, if available, could be hindered, @nmdborrowing costs would increase. Additionathg business prospects of our wholesale
and retail competitive supply businesses, whicmamy cases rely on the creditworthiness of Cordieli Energy, would be negatively
impacted. In this regard, we have certain agreesribat contain provisions that would require updst additional collateral upon a credit
rating downgrade. Based on market conditions amtéractual obligations at the time of a downgrade,could be required to post collateral in
an amount that exceeds our available liquidity oAbs credit rating downgrade would

20




Table of Contents

require us to grant a lien on certain of our geti@naassets and pledge our ownership interestimoclear generation business to the lenders
under our credit facilities following the closing termination of our investment agreement with EBBme of the factors that affect credit
ratings are cash flows, liquidity, the amount obtdas a component of total capitalization, andtjpali, legislative, and regulatory events. Also,
failure to complete our sales of the majority of oternational commodities operation and our gagihg operation could result in a credit
rating downgrade.

Changes in the prices of commodities and initial ntgin requirements impact our liquidity requirements.

As a result of the nature of our business, we gpeged to the impact of market fluctuations inihiee and transportation costs of electricity,
natural gas, coal, uranium, and other commodités . seek to mitigate the effect of these fluctuaithmough various hedging strategies, which
may require the posting of collateral by both ud aar counterparties. Changes in the prices of codities and initial margin requirements
exchangedraded contracts can affect the amount of collathet must be posted, depending on the partiqadaition we hold. There are cert
asymmetries relating to the use of collateral tnaate liquidity requirements for our merchant ggdsusiness. These asymmetries arise as a
result of our actions to be economically hedgedels as market conditions or conventions for conhgcbusiness that result in some
transactions being collateralized while othersrane As a result, significant changes in the prisesommodities and margin requirements for
exchange-traded contracts could require us togmuitional collateral from time to time without ocwunterparties having to post collateral to
us, which could adversely affect our overall ligtyidand ability to finance our operations, which tiirn, could adversely affect our credit
ratings.

Our merchant energy business may incur substantiatosts and liabilities and be exposed to price volty and counterparty
performance risk as a result of its participation n the wholesale energy markets.

We purchase and sell power and fuel in markets segbto significant risks, including price volaiilifor electricity and fuel and the credit risks
of counterparties with which we enter into contsact

We use various hedging strategies in aoriefih mitigate many of these risks. However, haddransactions do not guard against all risks
and are not always effective, as they are based ppaglictions about future market conditions. Trresbility or failure to effectively hedge
assets or fuel or power positions against chamgesmmodity prices, interest rates, counterparglitrisk or other risk measures could
significantly impair future financial results.

Exposure to electricity price volatility. We buy and sell electricity in both the wholedailateral markets and spot markets, which
expose us to the risks of rising and falling pricethose markets, and our cash flows may vary raiegly. At any given time, the wholesale
spot market price of electricity for each hour éngrally determined by the cost of supplying thet mait of electricity to the market during tt
hour. This is highly dependent on the regional gathen market. In many cases, the next unit oftelgty supplied would be supplied from
generating stations fueled by fossil fuels, prifyacbal, natural gas and oil. Consequently, thenaparket wholesale price of electricity may
reflect the cost of coal, natural gas or oil plus tost to convert the fuel to electricity and pprapriate return on capital. Therefore, changes in
the supply and cost of coal, natural gas and oyl irngpact the open market wholesale price of eleityri

A portion of our power generation facilgtieperates wholly or partially without long-termvwer purchase agreements. As a result, power
from these facilities is sold on the spot markebmwm short-term contractual basis, which if ndlyfbedged may affect the volatility of our
financial results.

Exposure to fuel cost volatility. Currently, our power generation facilities phase a portion of their fuel through short-termtcacts or
on the spot market. Fuel prices can be volatild,the price that can be obtained for power proddiced such fuel may not change at the same
rate as fuel costs. As a result, fuel price chamggg adversely affect our financial results.

Exposure to counterparty performance Our merchant energy business enters into tctinsa with numerous third parties (commonly
referred to as "counterparties"). In these arrareges we are exposed to the credit risks of ountparties and the risk that one or more
counterparties may fail to perform under their gations to make payments or deliver fuel or powernddition, we enter into various
wholesale transactions through Independent Systeenaiors (ISOs). These ISOs are exposed to coamtgmrgredit risks. Any losses relating
to counterparty defaults impacting the 1ISOs arecalled to and borne by all other market participémthe 1SO. These risks are exacerbated
during periods of commodity price fluctuationsal€ounterparty were to default and we were to tigté all contracts with that entity, our cri
loss would include the loss in value of derivatbemtracts recorded at fair value, the amount owedéttled transactions, and additional
payments, if any, that we would have to make ttesahrealized losses on accrual contracts. Defdyltsuppliers and other counterparties |
adversely affect our financial results.

21




Table of Contents
Reduced liquidity in the markets in which we opera¢ could impair our ability to appropriately managethe risks of our operations.

We are an active participant in energy marketsutjinoour competitive energy businesses. The liquifiregional energy markets is an
important factor in our ability to manage riskgtese operations. Over the past several years, wiidet participants in the merchant energy
business have ended or significantly reduced detivities as a result of several factors, inclgdjpvernment investigations, changes in mg
design, and deteriorating credit quality. As a leseveral regional energy markets experiencedrdficant decline in liquidity, which, in turn,
has impacted our ability to enter into certain typétransactions to manage our risks for settlémperiods beyond 18 to 24 months. Liquidity
in the energy markets can be adversely affectechlipus factors, including price volatility and theailability of credit. As a result, future
reductions in liquidity may restrict our ability tnanage our risks and this could impact our finalmesults.

We often rely on single suppliers and at times orirgyle customers, exposing us to significant finanai risks if either should fail to
perform their obligations.

We often rely on a single supplier for the provmsaf fuel, water, and other services required fogration of a facility, and at times, we rely on
a single customer or a few customers to purchase alsignificant portion of a facility's outpum, some cases under long-term agreements tha
provide the support for any project debt usedrnarice the facility. The failure of any one customesupplier to fulfill its contractual

obligations could negatively impact our financiesults. Consequently, our financial performancesddp on the continued performance by
customers and suppliers of their obligations unidese agreements.

We may not fully hedge our generation assets, cust@r supply activities, or other market positions aginst changes in commodity
prices, and our hedging procedures may not work aglanned.

To lower our financial exposure related to commpgitice fluctuations, we routinely enter into cats to hedge a portion of our purchase
sale commitments, weather positions, fuel requirdsénventories of natural gas, coal and otherroodities, and competitive supply
obligations. As part of this strategy, we routinatifize fixed-price forward physical purchase aades contracts, futures, financial swaps, and
option contracts traded in the over-the-counterketaror on exchanges. However, we may not coveeittiee exposure of our assets or
positions to market price volatility, and the caage will vary over time. Fluctuating commodity mscmay negatively impact our financial
results to the extent we have unhedged positions.

In addition, risk management tools and foetsuch as daily value at risk, economic valugsét stop loss limits and liquidity guidelines
are based on historical price movements. If priceements significantly or persistently deviate frbistorical behavior, the limits may not
protect us from significant losses.

Our risk management policies and procedonag not always work as planned. As a result oferend other factors, we cannot predict
with precision the impact that risk managementglens may have on our financial results.

The use of derivative contracts in the normal cours of business could result in financial losses thaegatively impact our financial
results.

We use derivative instruments such as swaps, aptfatures and forwards to manage our commodityfigwathcial market risks and to engage
in trading activities. We could recognize finand@dses as a result of volatility in the marketesl of these contracts or if a counterparty fails
to perform.

In the absence of actively quoted markiggsrand pricing information from external sourdhse, valuation of these derivative instruments
involves management's judgment or use of estimatea.result, changes in the underlying assumptionse of alternative valuation methods
could affect the reported fair value of these caxts.

Additionally, the settlement of these dative instruments could reflect a realized valia thiffers from our estimates of fair value.

Poor market performance will affect our benefit plan and nuclear decommissioning trust asset valueshweh may adversely affect our
liquidity and financial results.

At December 31, 2008, our qualified pension obiaeat were approximately $835 million greater tHam fair value of our plan assets. The
Pension Protection Act requires that we fully funat obligations by 2015. The performance of thatehmarkets will affect the value of the
assets that are held in trust to satisfy our futinégations under our qualified pension plans.e&lthe in the market value of those assets or the
failure of those assets to earn an adequate retaynincrease our funding requirements for thesigatibns, which may adversely affect our
liquidity and financial results.

We are required to maintain funded trustsatisfy our future obligations to decommission uclear power plants. A decline in the
market value of those assets due to poor investpefdrmance or other factors may increase ourifighcequirements for these obligations,
which may have an adverse effect on our liquiditg &nancial results
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The operation of power generation facilities, inclding nuclear facilities, involves significant risksthat could adversely affect our
financial results.

We own and operate a number of power generatidlitifieec The operation of power generation faadtinvolves many risks, including staug-
risks, breakdown or failure of equipment, transiisdines, substations or pipelines, use of newartetogy, the dependence on a specific fuel
source, including the transportation of fuel, g tlnpact of unusual or adverse weather conditioreduding natural disasters such as
hurricanes) or environmental compliance, as wethagisk of performance below expected or cont@dtvels of output or efficiency. This
could result in lost revenues and/or increased rsgee Insurance, warranties, or performance gusgamhay not cover any or all of the lost
revenues or increased expenses, including theo€osplacement power. A portion of our generatiacilities were constructed many years i
Older generating equipment may require significagital expenditures to keep it operating at péfgiency. This equipment is also likely to
require periodic upgrading and improvement. Breakudor failure of one of our operating facilities ynarevent the facility from performing
under applicable power sales agreements whicteriaio situations, could result in termination ko agreement or incurring a liability for
liquidated damages.

Our generation business may incur substantial cost@nd liabilities due to its ownership and operatiorof nuclear generating facilities.

We own and operate nuclear power plants. Ownewesfdpoperation of these plants exposes us to mstddition to those that result from
owning and operating non-nuclear power generataiiifies. These risks include normal operatingsifor a nuclear facility and the risks of a
nuclear accident.

Nuclear Operating Risks. The ownership and operation of nuclear genegdtcilities involve routine operating risks, inding:

. mechanical or structural problen

. inadequacy or lapses in maintenance protocols;

. impairment of reactor operation and safety systéngsto human or mechanical error;

. costs of storage, handling and disposal of nuctesterials, including the availability or unavailtyi of a permanent repository
for spent nuclear fuel,

. regulatory actions, including shut down of unitedgse of public safety concerns, whether at outtplar other nuclee
operators;

. limitations on the amounts and types of insurarmemage commercially availabl

. uncertainties regarding both technological andrfai@ aspects of decommissioning nuclear generéaicitities; anc

. environmental risks, including risks associatechwelhanges in environmental legal requireme

Nuclear Accident Risks. In the event of a nuclear accident, the cogtroperty damage and other expenses incurred nwaedxour
insurance coverage available from both privatesiand an industry retrospective payment plaaddition, in the event of an accident at
of our or another participating insured party'slaacplants, we could be assessed retrospectiveainse premiums (because all nuclear plant
operators contribute to a nationwide catastroptsaiance fund). Uninsured losses or the paymemtafspective insurance premiums could
each have a material adverse effect on our finhresalts.

Our generation investment plans may not achieve theéesired financial results.

We may expand our generation capacity over the seural years through increasing the generatimgepof existing plants, the renovation of
retired plants owned by us, and the constructioscouisition of new plants. The renovation, develept, construction, and acquisition of
additional generation capacity involves numerosiksii Any planned power uprates, construction, wovation could result in cost overruns,
lower than expected plant efficiency, and highezrating and other costs. With respect to the retimvaf retired plants or the construction of
new plants, we may incur significant sums for pnéthiary engineering, permitting, legal, and othguenses before it can be established wh

a project is feasible, economically attractivecapable of being financed.

If we were unable to complete the constomcor renovation of a plant, we may not be ablestmver our investment in the project.
Furthermore, we may be unable to run any new, aedur renovated plants as efficiently as projeatddch could result in higher-than-
projected operating and other costs that adveefédgt our financial results.

We are subject to numerous environmental laws andegulations that require capital expenditures, incrase our cost of operations and
may expose us to environmental liabilities.

We are subject to extensive federal, state, aral Bxovironmental statutes, rules, and regulatiefeging to air quality, water quality, waste
management, wildlife protection, the managememiadfiral resources, and the protection of humarttheald safety that could, among other
things, require additional pollution control equigmt, limit the use of certain fuels, restrict theput of certain facilities, or otherwise increase
costs. Significant capital expenditures, operatind other costs are associated with complianceemtironmental requirements, and these
expenditures and costs could become even mordisatiin the future as a result of regulatory aem

For example, there is increasing likelihdloat additional regulation of greenhouse gas earisswill
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occur at the federal, regional, and/or state levbich could increase our compliance and operatosgs.

We are subject to liability under envirormitad laws for the costs of remediating environmeotatamination. Remediation activities
include the cleanup of current facilities and formeperties, including manufactured gas plant apens and offsite waste disposal facilities.
The remediation costs could be significantly higtman the liabilities recorded by us. Also, oursidiaries are currently involved in
proceedings relating to sites where hazardous anbss have been released and may be subject tmadtproceedings in the future.

We are subject to legal proceedings bwiddials alleging injury from exposure to hazardeubstances and could incur liabilities that
may be material to our financial results. Additibpeoceedings could be filed against us in thertitu

We may also be required to assume envirateth&abilities in connection with future acquisits. As a result, we may be liable for
significant environmental remediation costs anéptiabilities arising from the operation of acadrfacilities, which may adversely affect our
financial results.

We, and BGE in particular, are subject to extensivdocal, state and federal regulation that could afct our operations and costs.

We are subject to regulation by federal and stat@gmental entities, including the FERC, the NRf@, Maryland PSC and the utility
commissions of other states in which we have opmersitIn addition, changing governmental policied aegulatory actions can have a
significant impact on us. Regulations can affeat,example, allowed rates of return, requirementgfant operations, recovery of costs,
limitations on dividend payments, and the regutatio re-regulation of wholesale and retail comp@ti{including, but not limited to, retalil
choice and transmission costs).

BGE's distribution rates are subject taufation by the Maryland PSC, and such rates aectfie until new rates are approved. If the
Maryland PSC does not approve adequate new ra@s,mBight not be able to recover certain costsdtiia or earn an adequate rate of return.
In addition, limited categories of costs are reecedehrough adjustment charges that are perioglicadlet to reflect current and projected costs.
Inability to recover material costs not includedates or adjustment clauses, including increasesdollectible customer accounts that may
result from higher gas and electric costs, coulcehen adverse effect on our, or BGE's, cash flosvferancial position.

Energy legislation enacted in Marylandumd 2006 and April 2007 mandated that the MaryR8@ review Maryland's deregulated
electricity market. Although the settlement agreetmeached with the State of Maryland in March 26&&inated certain studies relating to
the 1999 deregulation settlement, the State of Mady including the Maryland legislature, and tharand PSC are still undertaking a rev
of the Maryland electric industry and market stametto consider various options for providing stmmdoffer service to residential customers,
including re-regulation. We cannot at this timedicethe final outcome of this review or how suceliamme may affect our, or BGE's financial
results, but it could be material.

The regulatory and legislative process mesyrict our ability to grow earnings in certairrtgaof our business, cause delays in or affect
business planning and transactions and increas®@0OBGE's, costs.

We operate in deregulated segments of the electidnd gas industries created by federal and state reacturing initiatives. If
competitive restructuring of the electric or gas imustries is reversed, discontinued, restricted, alelayed, our business prospects and
financial results could be materially adversely akcted.

The regulatory environment applicable to the ele@nd natural gas industries has undergone sufztehanges as a result of restructuring
initiatives at both the state and federal levelseSe initiatives have had a significant impactrenrature of the electric and natural gas
industries and the manner in which their partictparonduct their businesses. We have targetedtheetitive segments of the electric and
natural gas industries created by these initiatives

Due to recent events in the energy marlegtstgy companies have been under increased gchytistate legislatures, regulatory bodies,
capital markets, and credit rating agencies. Tidsdased scrutiny could lead to substantial chaimg@svs and regulations affecting us,
including modifications to the auction processesdmpetitive markets and new accounting standduatscbuld change the way we are reqt
to record revenues, expenses, assets, and liedilRiecent proposals by the Maryland PSC and oerteimbers of the Maryland legislature,
relating to the structure of the electric indusirMaryland and various options for re-regulatidrite industry are examples of how these laws
and regulations can change. We cannot predictutiveef development of regulation or legislationtiege markets or the ultimate effect that this
changing regulatory environment will have on ousihess.

If competitive restructuring of the electdnd natural gas markets is reversed, discontjmastticted, or delayed, or if the recent Maryl
PSC or legislative proposals are implemented iraamar adverse to us, our business prospects anttial results could be negatively
impacted.

Our financial results may be harmed if transportation and transmission availability is limited or unrdiable.

We have business operations throughout the UnitgteSand internationally. As a result, we depantransportation and transmissi



facilities owned and operated by utilities and otreergy companies to deliver the electricity, caad natural gas we sell to
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the wholesale and retail markets, as well as theralagas and coal we purchase to supply somerofenerating facilities. If transportation or
transmission is disrupted or capacity is inadequaieability to sell and deliver products may ledered. Such disruptions could also hinder
our ability to provide electricity, coal, or natugas to our customers or power plants and may nia#lyeadversely affect our financial results.

Our merchant energy business has contractual obligens to certain customers to provide full requirenents service, which makes it
difficult to predict and plan for load requirements and may result in increased operating costs to ourusiness.

Our merchant energy business has contractual ¢loligato certain customers to supply full requiretseservice to such customers to satisf

or a portion of their energy requirements. The uiadety regarding the amount of load that our mantrenergy business must be prepared to
supply to customers may increase our operating cAssignificant under- or over-estimation of laadjuirements could result in our merchant
energy business not having enough power or haeiagriuch power to cover its load obligation, in whaase it would be required to buy or
sell power from or to third parties at prevailinguket prices. Those prices may not be favorabletlamsl could increase our operating costs and
result in the possibility of reduced earnings awiming losses.

Our financial results may fluctuate on a seasonalral quarterly basis or as a result of severe weather

Our business is affected by weather conditions. @erall operating results may fluctuate substépten a seasonal basis, and the pattern of
this fluctuation may change depending on the nadacklocation of any facility we acquire and therte of any contract to which we become a
party. Weather conditions directly influence thendad for electricity and natural gas and affectydtiee of energy commodities.

Generally, demand for electricity peaksvinter and summer and demand for gas peaks in item Typically, when winters are warmer
than expected and summers are cooler than expeleedhnd for energy is lower, resulting in lessteleand gas consumption than forecasted.
Depending on prevailing market prices for eledlyieind gas, these and other unexpected conditiaysratuce our revenues and results of
operations. First and third quarter financial restih particular, are substantially dependent eatier conditions, and may make period
comparisons less relevant.

Severe weather can be destructive, causitagges and/or property damage. This could reqsite incur additional costs. Catastrophic
weather, such as hurricanes, could impact our bcestomers' operating facilities, communicatiostegns and technology. Unfavorable
weather conditions may have a material adversetadfe our financial results.

A failure in our operational systems or infrastructure, or those of third parties, may adversely affetcour financial results.

Our businesses are dependent upon our operatigstahss to process a large amount of data and cartrplesactions. If any of our financial,
accounting, or other data processing systems féifwe other significant shortcomings, our finahmsults could be adversely affected. Our
financial results could also be adversely affedte@th employee causes our operational systemdlte@iher as a result of inadvertent error or
by deliberately tampering with or manipulating eperational systems. In addition, dependence uptomaated systems may further increase
the risk that operational system flaws or emplaygeapering or manipulation of those systems willfem losses that are difficult to detect.

We may also be subject to disruptions afaperational systems arising from events thatrdrelly or partially beyond our control (for
example, natural disasters, acts of terrorism,epids, computer viruses and telecommunicationsgesja Third party systems on which we
rely could also suffer operational system failu#kay of these occurrences could disrupt one or nobiur businesses, result in potential
liability or reputational damage or otherwise haweadverse affect on our financial results.

Our ability to successfully identify, complete andntegrate acquisitions is subject to significant isks, including the effect of increased
competition.

We are likely to encounter significant competitfon acquisition opportunities that may become aldé. In addition, we may be unable to
identify attractive acquisition opportunities atéaable prices, to secure the financing necessamndertake them, or to successfully and tir
complete and integrate them.

War and threats of terrorism and catastrophic evens that could result from terrorism may impact our results of operations in
unpredictable ways.

We cannot predict the impact that any future tésta@ttacks may have on the energy industry in ggr@ad on our business in particular. In
addition, any retaliatory military strikes or sustd military campaign may affect our operationsimpredictable ways, such as changes in
insurance markets and disruptions of fuel supgiesmarkets, particularly oil. The possibility adotat infrastructure facilities, such as ele:
generation, electric and gas transmission andilaligion facilities would be direct targets of, adirect casualties of, an act of terror may affect
our operations.

Such activity may have an adverse effegherlnited States economy in general. A lowerllef@conomic activity might result in a
decline in energy consumption, which may adveraéfigct our financial results or restrict our futigmwth. Instability in the
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financial markets as a result of terrorism or waryraffect our stock price and our ability to raisgital.
We are subject to employee workforce factors thatauld affect our businesses and financial results.

We are subject to employee workforce factors, idicig loss or retirement of key executives or oraployees, availability of qualified
personnel, collective bargaining agreements wifbruemployees, and work stoppage that could afecfinancial results. In particular, our
competitive energy businesses are dependent, inguarecruiting and retaining personnel with exgece in sophisticated energy transactions
and the functioning of complex wholesale markets.

Our transaction with EDF is subject to closing condions, including regulatory approvals, that, if na satisfied or waived by the
appropriate party, will result in the transaction not being completed, which may result in material aderse consequences to our busine
and operations.

On December 17, 2008, we announced the executian ofvestment agreement with EDF relating to dguasition by EDF of a 49.99%
ownership interest in our nuclear generation aretatpn business. The transaction is subject tsirdpconditions, including the receipt of
consents, orders, approvals, or clearances frornusfederal, state and international regulatognages, that, if not satisfied, will prevent the
transaction from being completed. In additionhié agreement is terminated by EDF as a resultob@ach of the agreement, the put
arrangement between us and EDF that provides hsaditional liquidity of up to $2.0 billion woulalso terminate.

As part of the regulatory approval procggsernmental entities may impose terms and camditthat may not be acceptable to us or
EDF, which may give either party the right to temate the investment agreement. Also, governmentales may impose terms and conditic
that are unfavorable or add significant additiarwts to our future operations whether the traiwacs completed or not. A substantial dela
obtaining required approvals or the imposition ofavorable terms or conditions in connection witlkstsapprovals could have a material
adverse effect on our business or financial resuitscould also have a negative impact on our tratings. In addition, delays or unfavorable
terms could lead us to become involved in litigaticith one or more governmental entities or priddigants or may cause us or EDF to
terminate the investment agreement.

If the investment agreement with EDF is terminatedve will be required to issue senior notes to EDF.

If the investment agreement with EDF is terminatexiSeries B Preferred Stock acquired by EDF veillddeemed on the later of the date of
termination of the agreement or December 31, 2060$1.0 billion in aggregate principal amount o#d&enior Notes. The 10% Senior Notes
to be issued upon redemption of the Series B Reafe3tock will mature on June 30, 2010. This obiarawill reduce the cash available to
finance our operations and other business actvérel could limit our flexibility in planning foraeacting to changes in our business. The
redemption of the Series B Preferred Stock cowdd bhve a negative impact on our credit ratings.

If the investment agreement with EDF is terminatedand the 10% Senior Notes are issued by us upon redetion of the Series B
Preferred Stock, the 10% Senior Notes will contaimestrictions on the operation of our business.

The 10% Senior Notes to be issued upon redempfionrdSeries B Preferred Stock contain various namés that will limit our ability to
engage in specific types of transactions and imaip® our business. Constellation Energy and oedhits subsidiaries will be subject to
negative covenants that will be consistent withsthmcluded in Constellation Energy's credit féiesi, which include limitations on
indebtedness; incurring certain liens; engagincgiriain fundamental changes; the sale of its gssatsin types of restricted payments;
investments, loans and advances; acquisitionsrandéctions with affiliates; optional payments amatifications to debt instruments; and the
issuance of capital stock.

The sale of non-nuclear generation plants pursuartb the put arrangement with EDF may have an adverseffect on our financial
results.

We have entered into a put arrangement with EDE slubject to regulatory approval, provides us aitlditional liquidity of up to $2.0 billion

by allowing us to exercise an option to require BEDRcquire certain specified non-nuclear genemgtiants at pre-agreed prices. To the extent
we exercise this option, we will no longer own fhants sold to EDF and will not be able to recogrtlzeir financial results, which may have
adverse effect on our future financial results.
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Item 2. Properties

Constellation Energy occupies approximately 970 &f)@are feet of leased and owned office space ithManerica, which includes its
corporate offices in Baltimore, Maryland. We deserour electric generation properties on the nagepWe also have leases for other offices
and services located in the Baltimore metropolitgion, and for various real property and faciitielating to our generation projects.

BGE owns its principal headquarters butdiocated in downtown Baltimore. BGE also leasgeaximately 50,000 square feet of office
space. In addition, BGE owns propane air and ligdefiatural gas facilities as discussedtém 1. Business—Gas Businssstion.

BGE also has rights-of-way to maintain 86k natural gas mains across certain Baltimore-@itged property (principally parks) which
expired in 2004. BGE is in the process of renevtirggrights-of-way with Baltimore City for an additial 25 years. The expiration of the rights-
of-way does not affect BGE's ability to use théntigof-way during the renewal process.

BGE has electric transmission and eleetnid gas distribution lines located:

. in public streets and highways pursuant to frared)iand
. on rights-of-way secured for the most part by ggdrdm owners of the property.

We believe we have satisfactory title to power project facilities in accordance with stara$ generally accepted in the energy industry,
subject to exceptions, which in our opinion, wontit have a material adverse effect on the useloea the facilities.

Our merchant energy business owns sevatatal gas producing properties. We also leasee#pace in Australia, Canada, Indonesia,
Japan and the United Kingdom to support our mercbaergy business.

27




The following table describes our genexgafarcilities:

Capacity Capacity Ownec

% Primary
Plant Location (MW) Owned (MW) Fuel
Calvert Cliffs Unit 1 (1) Calvert Co., MC 87%  100.( 87% Nuclear
Calvert Cliffs Unit 2 (1) Calvert Co., MC 86z  100.( 86z Nuclear
Nine Mile Point Unit 1 (1 Scriba, NY 62C  100.( 62C Nuclear
Nine Mile Point Unit 2 (1 Scriba, NY 1,13¢ 82.C 93Z Nuclear
R.E. Ginna (1 Ontario, NY 581 100.( 581 Nuclear
Brandon Shore Anne Arundel Co., ML 1,28¢  100.( 1,28¢ Coal
H. A. Wagnel Anne Arundel Co., MC 99t  100.( 99t Coal/Oil/Ga:
C. P. Crane (2 Baltimore Co., MD 39¢  100.( 39¢ Oil/Coal
Keystone (2 Armstrong and Indiana Cos., | 1,711 21.C 35¢(4)Coal
Conemaugh (2 Indiana Co., P/ 1,711 10.€ 181(4)Coal
Perryman (2 Harford Co., MD 358 100.( 35t Oil/Gas
Riverside Baltimore Co., MC 22¢  100.( 22¢ Oil/Gas
Handsome Lake (2 Rockland Twp, P# 26€  100.( 26€ Gas
Notch ClIiff Baltimore Co., MC 12C  100.C 12C Gas
Westport Baltimore City, MD 121  100.( 121 Gas
Gould Stree Baltimore City, MD 97  100.( 97 Gas
Philadelphia Roa Baltimore City, MD 64 100.( 64 Oil
Safe Harbor (2 Safe Harbor, P/ 417 66.7 27¢ Hydro
Grande Prairie (2 Calgary, Alberta, Canac 85 100.0( 85 Gas
West Valley (2) West Valley, UT 20C 100.0¢ 20C Gas
Panther Creek (2 Nesquehoning, P, 80 50.C 40 Waste Coa
Colver (2) Colver Township, P/ 104 25.C 26 Waste Coa
Sunnyside (2 Sunnyside, U 51 50.C 26 Waste Coa
ACE (2) Trona, CA 10z 31.1 32 Coal
Jasmin Kern Co., CA 35 50.C 18 Coal
POSO Kern Co., CA 35 50.C 18 Coal
Mammoth Lakes -1 Mammoth Lakes, C/ 6 50.C 3 Geotherma
Mammoth Lakes -2 Mammoth Lakes, C/ 13 50.C 7 Geotherma
Mammoth Lakes -3 Mammoth Lakes, C/ 13 50.C 7 Geotherma
Rocklin Placer Co., C/ 24 50.C 12 Biomass
Fresnc Fresno, CA 24 50.C 12 Biomass
Chinese Statio Jamestown, C/ 20 45.C 9 Biomass
Malacha Muck Valley, CA 32 50.C 16 Hydro
SEGS IV Kramer Junction, C/ 33 12.2 4 Solar
SEGS V Kramer Junction, C/ 24 4.2 1 Solar
SEGS VI Kramer Junction, C/ 34 8.8 3 Solar
Total Generating Facilities (< 12,76: 9,13¢

1) In December 2008, we entered into an Investmergekgent with EDF under which EDF would acquire &8989 interest in ou
subsidiary that holds these nuclear generation ssae discuss the Investment Agreement in moaé areNote 15 to Consolidated
Financial Statements.

2 In connection with the Investment Agreement witlr Blle have the option to sell one or more of tHast#ities to EDF for aggregate
proceeds of up to $2 billion through the earlie#cember 31, 2010 or the termination of the Inmesit Agreement by EDF due to «
breach.

(3)  The sum of the individual plant capacity megawaidy not equal the total due to the effects of rinod

4) Reflects our proportionate interest in and entitgnto capacity from Keystone and Conemaugh, whidhde 2 MW of diesel capaci
for Keystone and 1 MW of diesel capacity for Conagha

In February 2008, we acquired the Hillabee Energgt€r, a partially completed 774 MW gas-fired comebii cycle power generation facility
located in Alabama. We plan to complete the contibn of this facility and expect it to be ready tmmmercial operation in late 2009.

As of December 31, 2008, we also have a 50% owipeisterest in a waste coal processing facilityaled in Hazelton, Pennsylvania.
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Item 3. Legal Proceedings

We discuss our legal proceedings in Note 12 to Gladeted Financial Statements.

Item 4. Submission of Matters to Vote of Security ldlders

Not applicable

Executive Officers of the Registrant

Name
Mayo A.
Shattuck 111

Michael J.
Wallace

Henry B. Barror

Thomas F.
Brady

James L.
Connaughtot
Paul J. Allen

Charles A.
Berardesco

Brenda L.
Boultwood

Kenneth W.
DeFontes, Jr.

Kathleen W.
Hyle

Beth S. Perimai

Jonathan W.
Thayer

Age
54

61

58

59

47

57

50

44

58

50

48

37

Present Office

Other Offices or Positions Held
During Past Five Years

Chairman of the Board (since July 2002), PresidedtChief
Executive Officer (since November 2001) of Constédin Energy

Vice Chairman of Constellation Energy (since Ma2€l08)

Executive Vice President of Constellation Energgds April 2008);
and President, Chief Executive Officer and ChietMar Officer
(since September 2008) of Constellation Energy éarcGrour

Executive Vice President of Constellation Energyds January
2004); and Chairman of the Board of Baltimore Gad Blectric
Company (since April 2007

Executive Vice President, Corporate Affairs, Puldiod
Environmental Policy (since February 201

Senior Vice President (since January 2004) andf@&meironmental
Officer (since June 2007) of Constellation Ene

Senior Vice President (since October 2008), Ger@oainsel (since
October 2008) and Corporate Secretary (since Ju0y Rof
Constellation Energ

Senior Vice President and Chief Risk Officer of €mflation Energy
(since January 200:i

Senior Vice President of Constellation Energy (sifztober 2004);
and President and Chief Executive Officer of BattimGas and
Electric Company (since October 20(

Senior Vice President of Constellation Energy (siBeptember
2005); and Chief Operating Officer of Constellatimergy Resource
(since November 200¢

Senior Vice President (since January 2004), Chéaghihistrative
Officer (since June 2007) and Chief Informationi€df (since April
2002) of Constellation Ener¢

Senior Vice President and Chief Financial OfficeConstellation
Energy (since October 2008)

Chairman of the Board of Baltimore Gas and Eled@itnpany
President and Chief Executive Officer—Constellattorergy Nuclear Group, LLC and
Executive Vice Preside—Constellation Energ

Group Executive and Chief Nuclear Officer—Duke Eyyer

None

Chairman of the White House Council on Environme@taality and Director of the
White House Office of Environmental Poli

Vice President, Corporate Affairs—Constellation Ejye

Vice President and Deputy General Counsel—Constall&nergy; and Associate
General Counsel—Constellation Energy

Global Head of Strategy, Alternative Investment&&s—J.P. Morgan Chase &
Company

Vice President, Electric Transmission and Distiifm#—Baltimore Gas and Electric
Company

Senior Vice President, Finance, and Chief Finar@ffiter—Constellation Energy
Nuclear Group; Chief Financial Offi—UniStar Nuclear Energy; Senior Vice President,
Financ—Constellation Energy; and Chief Financial Officgnstellation NewEnerg

None

Vice President and Managing Director, Corporatat8gy and Development—
Constellation Energy; Treasurer—Constellation Epeagd Senior Vice President and
Chief Financial Office—Baltimore Gas and Electric Compa

Officers are elected by, and hold officéhat will of, the Board of Directors and do notwsea "term of office” as such. There is no
arrangement or understanding between any directoffioer and any other person pursuant to whighdinector or officer was selected.
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PART Il

Item 5. Market for Registrant's Common Equity, Relaed Shareholder Matters, Issuer Purchases of Equit$ecurities, and Unregistered
Sales of Equity and Use of Proceeds

Stock Trading

Constellation Energy's common stock is traded utfteticker symbol CEG. It is listed on the New Kand Chicago stock exchanges.
As of January 30, 2009, there were 36,&897@mon shareholders of record.

Dividend Policy

Constellation Energy pays dividends on its comntonksafter its Board of Directors declares themerBhare no contractual limitations on
Constellation Energy paying common stock dividends.

Dividends have been paid continuously sit@®0 on the common stock of Constellation EneBfyE, and their predecessors. Future
dividends depend upon future earnings, our findrcadition, and other factors.

In February 2009, we announced a quarthviiylend of $0.24 per share payable April 1, 2099dlders of record on March 10, 2009.
is equivalent to an annual rate of $0.96 per share.

Quarterly dividends were declared on oumigmn stock during 2008 and 2007 in the amountfosit below.

BGE pays dividends on its common stockrafteBoard of Directors declares them. There areaontractual limitations on BGE paying
common stock dividends unless:

. BGE elects to defer interest payments on the 6.R@Jérrable Interest Subordinated Debentures du8,20%l any deferred
interest remains unpaid; or
. any dividends (and any redemption payments) duB®@B's preference stock have not been paid.

Common Stock Dividends and Price Ranges

2008 2007

Dividend Price Dividend Price

Declared High Low Declared High Low
First Quarte! $ 0.477F  $ 107.9° $ 81.9¢ % 043t $ 88.2( $ 68.7¢
Second Quarte 0.477" 94.6: 78.7¢ 0.43¢ 95.57 82.71
Third Quartel 0.477¢ 85.5¢ 13.0C 0.43¢ 98.2( 76.64
Fourth Quarte 0.477¢ 30.17% 21.7( 0.43¢ 104.2¢ 85.81
Total $ 1.91 $ 1.74
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Purchases of Equity Securities by the Issuer and Afiated Purchases

The following table discloses purchases of shafesiocommon stock made by us or on our behalftferperiods shown below.

Total Number
of Shares Maximum Dollar
Purchased as Amount of Shares
Part of Publicly that May Yet Be
Total Number Purchased Under
Announced the Plans and Program
of Shares Average Price Plans or
Period Purchased (1  Paid for Share: Programs (at month end) (2)
October 1- October 31, 200 3,07t $ 23.9¢ — % 750 million
November 13- November 30, 20( 2,031 24.21 — 750 million
December :- December 31, 20C 72t 25.01 — 750 million

Total 5,831 $ 24.1¢ — —

1) Represents shares surrendered by employees téygdatiswithholding obligations on vested restricttdck.

(2) In October 2007, our Board of Directors approvedammon share repurchase program for up to $1 Il our outstanding commi
shares over the 24 months following approval. Pamsuo the terms of our Series B Preferred Stoekarve prohibited from engaging
a common share repurchase in an aggregate amousndass of $100 million without the approval of hoéders of more than 50% of
the then outstanding shares of Series B PrefertedkS

Unregistered Sales of Equity Securities and Use Bfoceeds

The sale and issuance of Constellation Energy'$8fies A Convertible Preferred Stock to MidAmeriéarergy Holdings Company was
reported previously on a Current Report on Form &alked September 22, 2008. The sale and issuar@anstellation Energy's 8% Series B
Preferred Stock to EDF was reported previously @uaent Report on Form 8-K dated December 17, 2008 also discuss these issuances in
Note 9 to Consolidated Financial Stateme
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Item 6. Selected Financial Data
Constellation Energy Group, Inc. and Subsidiaries

2008 2007 2006 2005 2004
(In millions, except per share amount

Summary of Operations

Total Revenue $19,818.: $21,193.. $19,284.¢ $16,968.. $12,127..
Total Expense 20,821.¢ 19,858.¢ 18,025.: 16,023.¢ 11,209.:
Gains on Sales of Asse 25t — 73.¢ — —
(Loss) Income From Operatio (978.7) 1,334. 1,333t 944k 918.1
Gains on Sales of CEP LLC equ — 63.2 28.7 — —
Other (Expense) Incon (52.9) 158.¢ 66.1 65.5 25.k
Fixed Charge 362.: 305.¢ 328.7 310.2 326.¢
(Loss) Income Before Income Tax (1,392.) 1,250.% 1,099.¢ 699.¢ 616.¢
Income Tax (Benefit) Expen: (78.9) 428.% 351.( 163.¢ 118.¢
(Loss) Income from Continuing Operations and Befowenulative Effect:
of Changes in Accounting Principl (1,314.9 822.¢ 748.¢ 535.¢ 498.¢
(Loss) Income from Discontinued Operations, Nelhabme Taxe! — (0.9 187.¢ 94.£ 41.:
Cumulative Effects of Changes in Accounting Priesp Net of Income
Taxes — — — (7.2) —
Net (Loss) Incom: $(1,3149 $ 821t $ 936« $ 6231 $ 5397

(Loss) Earnings Per Common Share from Continuingré@mns and
Before Cumulative Effects of Changes in Accounfrnciples

Assuming Dilution $ (7349 $ 451 $ 41z $ 298 $  2.8¢
(Loss) Income from Discontinued Operatic — (0.01) 1.04 0.5: 0.24
Cumulative Effects of Changes in Accounting Prifes — — — (0.09 —
(Loss) Earnings Per Common Share Assuming Dilt $ (7349 $ 45 $ 51l $ 347 $ 3.1z
Dividends Declared Per Common Sh $ 191 $ 174 $ 151 $ 132 $ 114
Summary of Financial Condition
Total Asset: $22,284.. $21,742.0 $21,801.¢ $21,473.0 $17,347..
Current Portion of Lor-Term Debi $2591t $ 3806 $ 878¢& $ 491 $ 480.
Capitalization
Long-Term Debit $ 5098, $4,660! $4,222¢ $4,369.0 $ 4,813.:
Minority Interests 20.1 19.2 94.t 22.4 90.¢
Preference Stock Not Subject to Mandatory Redem; 190.( 190.( 190.( 190.( 190.(
Common Shareholders' Equ 3,181.¢ 5,340.: 4,609.: 4,915 4,726.¢
Total Capitalizatior $ 8,490.. $10,209.¢ $ 9,116.. $ 9,497.. $ 9,821.(
Financial Statistics at Year End
Ratio of Earnings to Fixed Charg N/A 3.84 4.0t 3.04 2.71
Book Value Per Share of Common St $ 159¢ $ 299 $ 255/ $ 2751 $ 26.8]

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

We discuss items that affect comparability betwgesrs, including acquisitions and dispositions paating changes and other itemsjtaém 7.
Management's Discussion and Analy.
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Baltimore Gas and Electric Company and Subsidiar

2008 2007 2006 2005 2004
(In millions)
Summary of Operations
Total Revenue $3,703.° $3,418.! $3,015.. $3,009.. $2,724.
Total Expense 3,521.; 3,084.; 2,646.: 2,612.¢ 2,353.:
Income From Operatior 182.t 334. 369.1 396.¢ 371.¢
Other Income (Expens 29.€ 26.¢ 6.C 5.¢ (6.4)
Fixed Charge 139.¢ 125.: 102.¢ 93.t 96.2
Income Before Income Tax 72.2 235.¢ 272.t 308.¢ 268.¢
Income Taxe: 20.7 96.C 102.2 119.¢ 102.t
Net Income 51.t 139.¢ 170.: 189.( 166.:
Preference Stock Divident 13.2 13.2 13.2 13.2 13.2
Earnings Applicable to Common Sto $ 38: $ 126.€ $ 1571 $ 1756 $ 153.1
Summary of Financial Condition
Total Asset: $6,086.. $5,783.( $5,140." $4,742.. $4,662.¢
Current Portion of Lor-Term Debi $ 90.C $ 375.C $ 2585 $ 469.6 $ 165.¢
Capitalization
Long-Term Debi $2,197." $1,862.! $1,480.! $1,015.. $1,359.
Minority Interest 16.€ 16.€ 16.7 18.% 18.7
Preference Stock Not Subject to Mandatory Redem; 190.( 190.( 190.( 190.( 190.(
Common Shareholder's Equ 1,538.. 1,671’ 1,651. 1,622.! 1,566.(
Total Capitalizatior $3,942.¢ $3,741.C $3,338.7 $2,845.¢ $3,134..
Financial Statistics at Year End
Ratio of Earnings to Fixed Charg 1.5C 2.84 3.6( 4.2z 3.7
Ratio of Earnings to Fixed Charges and PreferredRaeference Stock Divider 1.3 2.4z 2.9¢ 3.4t 3.0¢
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Introduction and Overview

Constellation Energy Group, Inc. (Constellation Ey¢ is an energy company that conducts its busitie®ugh various subsidiaries including
a merchant energy business and Baltimore Gas autriel Company (BGE). We describe our operatingrssgs inNote 3 to Consolidated
Financial Statement:

This report is a combined report of ConatEln Energy and BGE. References in this repoftw®" and "our" are to Constellation Energy
and its subsidiaries, collectively. Referencedia teport to the "regulated business(es)" areG&BWe discuss our business in more detail in
Item 1. Businessection and the risk factors affecting our businedtem 1A. Risk Factorsection.

In this discussion and analysis, we wilkein the general financial condition of and theulés of operations for Constellation Energy and
BGE including:

factors which affect our businesses,

our earnings and costs in the periods prese

changes in earnings and costs between pel

sources of earning

impact of these factors on our overall financiahdition,
expected sources of cash for future capital experet,
our net available liquidity and collateral requiremts, and
expected future expenditures for capital projects.

As you read this discussion and analysferito our Consolidated Statements of Income (L.egsich present the results of our operations
for 2008, 2007, and 2006. We analyze and explardifierences between periods in the specificilems of our Consolidated Statements of
Income (LosSs).

We have organized our discussion and aisadgsfollows:

. First, we discuss our strategy.

. Then, we describe the business environment in wiiiEloperate including how recent events, compaetitiegulation, weather,
and other factors affect our business.

. Next, we discuss our critical accounting policiEBese are the accounting policies that are mosbitapt to both the portray
of our financial condition and results of operati@nd require management's most difficult, subjeaiir complex judgment.

. We highlight significant events that are importemtnderstanding our results of operations anchfiia condition.

. We review our results of operations beginning withoverview of our total company results, followsda more detailed revie
of those results by operating segment.

. We review our financial condition addressing owsrses and uses of cash, security ratings, capisalurces, capital
requirements, commitments, and off-balance sheahgements.

. We conclude with a discussion of our exposure tmua market risks.

Strategy

We are pursuing a strategy of operating nucleamamdnuclear generation facilities, providing eneagd energy-related products and services
through our Customer Supply activities, and delngelectricity and gas to customers of BGE, ogutated utility located in central Marylai
Our merchant energy business focuses on shortgadtong-term purchases and sales of energy, ¢gpand related products to various
customers, including distribution utilities, murpelities, cooperatives, and industrial, commer@at] governmental customers.

We obtain this energy from both owned anatiacted supply resources. Our generation flegrédegically located in deregulated mar
and includes various fuel types, such as nucleal, oatural gas, oil, and renewable sources. diitiad to owning generating facilities, we
contract for power from other merchant provideypjdally through power purchase agreements. Webatie our owned generation and our
contracted generation to support our wholesaleretad Customer Supply operations.

We are also in the forefront of the progbdevelopment of new nuclear generation in theddh8tates through our UniStar Nuclear
Energy joint venture with EDF Group and relatedtesst (EDF). In addition, in December 2008, we esdeinto an investment agreement with
EDF to sell to EDF a 49.99% interest in our nuclgameration and operation business (Investmentehgeat). EDF brings operational
experience, global scale, and procurement levdrmatie development of new nuclear plants in theéghStates and to the operation of our
existing nuclear plants. This new joint venturexpected to close in the third quarter of 2009jextitio receipt of regulatory approvals.

Collectively, the integration of owned aswhtracted electric generation assets with originafuel procurement, and risk management
expertise allows our merchant energy businessrtoiraremental margin and more effectively managergy and commaodity price risk over
geographic regions and time. Our focus is on pliagidolutions to customers' energy needs, and aatather Supply and Global Commodit



operations add value to our owned and contractadrgéon assets by providing national market aceeasket infrastructure, real-time market
intelligence, risk management and arbitrage oppities, and transmission and transportation exgerteeneration capacity supports our
Customer Supply and Global Commaodities operatigngrbviding a source of reliable power supply.

We expect BGE and our Customer Supply djmerao grow through focused and disciplined expamsAt BGE, we are also focused on
enhancing reliability, customer satisfaction, andtomer demand response initiatives.

Customer choice, regulatory change, andggnmarket conditions significantly impact our busss. In response, we regularly evaluate
strategies with these goals in mind: to improve @ampetitive position, to anticipate and adaptelbusiness environment and regulatory
changes, and to maintain a strong balance sheéheestmentgrade credit quality through the use of a finanoialdel that applies cash flow
reduce debt.
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As a result of the significant events 002@s discussed in tiBrisiness Environmesection, we are actively seeking to increase ablaila
liquidity and reduce our business risk. Over thet ome to two years, we expect to be in a transitieriod during which we will focus on
executing the following objectives that we beliavi# strengthen the Company:

. continuing to implement strategic initiatives tauee collateral and liquidity needs of our mercrergrgy business, including
selling certain assets and operations as disctiisgbér in theDivestituressection inltem 1.
. working to close the sale to EDF of 49.99% of ouclaar generation and operation business as eipeslit as possible,
. continuing a disciplined approach to the managermgotllateral and liquidity, including:
. pricing new business to reflect the full cost ofital in the current economic environment and gagsiequiring deposits
from new retail customers that do not meet pretmgscredit conditions,
. balancing cash generation with earnings growth,
. maintaining a liquidity cushion in excess of craditing downgrade collateral requirements,
. focusing on Constellation Energy's core strengths o
. owning, developing, and operating nuclear and naclear generation assets,
. providing reliable, regulated utility service tostomers,
. leveraging our expertise in managing physical riskgrent in our Generation and Customer Supplyaimns, and
. maintaining strong supply relationships with retaitl wholesale customers,
. continuing to reduce the scale of an-focus the activities of our Global Commodities @wktomer Supply operations throu
the following actions:
. using the Global Commodities group to support oen&ation and Customer Supply operations,
. placing less reliance on proprietary trading,
. investing capital in areas where we are able tegga appropriate risk-adjusted returns,
. maintaining credit metrics consistent with investingrade ratings

The execution of our strategy in the futwitt be affected by our ability to achieve thesmlg as well as by continued instability in
financial and commodities markets. Execution of goals, including the pending asset divestitures|cchave a substantial effect on the na
and mix of our business activities, as well asfoancial position, results of operation and cdsiwvs.

In addition, upon closing the transactiontemplated by our Investment Agreement with EDE expect to deconsolidate our subsidiary
that owns our nuclear generation assets. In this cbuld affect our financial position, resultsopferations, and cash flows in material amor
and these amounts could vary substantially frortotical results.

Business Environment

Various factors affect our financial results. Weatiss some of these factors in more detdtkim 1. Business—Competitisaction. We also
discuss these various factors in Berward Looking Statemengnditem 1A. Risk Factorsections.

During the last year, two events signifitaimfluenced our business environment: the ca&apf the credit markets and the extreme
volatility in the energy markets. Throughout 2008latility in the financial markets intensified dding to dramatic declines in equity prices
substantially reducing liquidity in the credit mat&. Most equity indices declined significantlye ttost of credit default swaps and bond
spreads increased substantially, and credit maesstively ceased to be accessible for all batrttost highly rated borrowers.

Major financial institutions experiencedrsficant financial difficulty, and widespread feateveloped about the viability of any business
that required access to credit markets to suppridity needs or that required substantial actesise capital markets to function, including
Constellation Energy. By mid-September 2008, dedpéiving announced a number of actions to addredgaidity situation, we faced a
sudden and immediate need to raise equity capithtake other steps to enhance our overall liguidis a result, on September 19, 2008, we
entered into a definitive merger agreement with Aficerican Energy Holdings Company (MidAmerican) tgaire Constellation Energy for
$4.7 billion, which also provided us with an immeggi $1 billion cash infusion. In December 2008, beer, we terminated the merger
agreement with MidAmerican and entered into anemgent to sell a 49.99% interest in our nuclear gt and operation business for
$4.5 billion to EDF. Under that agreement, EDF jled us with a $1 billion cash infusion to repldlce investment made by MidAmerican.
We repaid MidAmerican's $1 billion plus interestlienuary 2009. We discuss the termination of theyerevith MidAmerican and our
transaction with EDF in more detail Mote 15 to Consolidated Financial Statements

The volatility of the global energy marketgacts our liquidity and collateral requiremeasswell as our credit risk. We discuss our
liquidity and collateral requirements in tRéancial Conditionsection. We continue to actively manage our cresktto attempt to reduce the
impact of a potential counterparty default. We d&scour customer (counterparty) credit and otlsdsrin more detail in thRisk Management
section.

Competition
We face competition in the sale of electricity,urat gas, coal, and uranium in wholesale energyketaand to retail customers.

Various states have moved to restructuei thtail electricity and gas markets. The pacdeskgulation in these states varies base



historical moves to competition and responsesderemarket events. While many states continueppart or expand retail competition and
industry restructuring, other states that were icEmgg deregulation
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have slowed their plans or postponed consideralibaddition, other states are reconsidering ddatign.

Specifically, legislatures in a number t@tes are currently considering, to varying degrisggslation to either eliminate or expand retail
choice programs. In addition, many states haveateil proceedings to reconsider the method of veladdeprocurement for meeting their
utilities' default/provider-of-last-resort (POLRquirements. Both the reconsideration of retaii@hand possible new methodologies for
wholesale procurement could affect our Customep§upperation's future opportunities to service awencial and industrial customers and
ability to provide wholesale products to utilitid$ie outcome of these efforts cannot be predittetithey could have a material effect on our
financial results.

All BGE electricity and gas customers h#ghwe option to purchase electricity and gas froraralite suppliers.
We discuss merchant competition in moraitet tem 1. Business—Competitieaction.

The impacts of electric deregulation on Bi@B&aryland are discussed litem 1. Business—Baltimore Gas and Electric Company
Electric Busines—Electric Competitiorsection.

Regulation—Maryland
Maryland PSC

In addition to electric restructuring, which weadliss inltem 1. Business—Electric Competition sectioggulation by the Maryland Public
Service Commission (Maryland PSC) significantiyuehces BGE's businesses. The Maryland PSC detesittie rates that BGE can charge
customers of its electric distribution and gas besses. The Maryland PSC incorporates into BG&'slatd offer service rates the transmis
rates determined by the Federal Energy Regulatomir@ission (FERC). BGE's electric rates are unbuhitieustomer billings to show
separate components for delivery service (i.e. bat®s), electric supply (commodity charge andgmaission), a universal service surcharge,
and certain taxes. The rates for BGE's regulatsdgainess continue to consist of a delivery chévgse rate) and a commodity charge.

Maryland Settlement Agreemel

In March 2008, Constellation Energy, BGE, and a<teltation Energy affiliate entered into a settlategreement with the State of Maryland,
the Maryland PSC and certain State of Marylancc@f#s to resolve pending litigation and to settlieen prior legal, regulatory, and legislative
issues. On April 24, 2008, the Governor of Marylaighed enabling legislation, which became effectim June 1, 2008. Pursuant to the terms
of the settlement agreement:

. Each party acknowledged that the agreements adopfiéd99 relating to Maryland's electric restrugigriaw are final ant
binding and the Maryland PSC will close ongoinggemedings relating to the 1999 settlement.
. BGE provided its residential electric customersrappnately $189 million in the form of a one-tim&&0 per customer rate

credit. We recorded a reduction to "Electric revesiwon our and BGE's Consolidated Statements ohtec(Loss) during the
second quarter of 2008 and reduced customershlyiltke amount of the credit between SeptembeDaugmber 2008.

. BGE customers are relieved of the potential futiataility for decommissioning Constellation Energalvert Cliffs Unit 1 an
Unit 2, scheduled to occur no earlier than 2034 2086, respectively, and are no longer obligateghtpa total of $520 million,
in 1993 dollars adjusted for inflation, pursuanthie 1999 Maryland PSC order regarding the der¢igulaf electric generation.
BGE will continue to collect the $18.7 million aralinuclear decommissioning charge from all electustomers through 2016
and continue to rebate this amount to resideniggitec customers, as previously required by Margl&enate Bill 1, which was
enacted in June 2006.

. BGE resumed collection of the residential returrtipa of the administrative charge included in $arm Offer Service (SO¢
rates, which had been eliminated under Senatel Bidh June 1, 2008 and will continue collectiorotlgh May 31, 2010 without
having to rebate it to all residential electric tounsers. This will total approximately $40 milliower this period. This charge w
be suspended from June 1, 2010 through Decemb@038,

. Any electric distribution base rate case filed lyBwill not result in increased distribution ragr to October 2009, and a
increase in electric distribution revenue awarddbbe capped at 5% with certain exceptions. Angsquent electric
distribution base rate case may not be filed gnokugust 1, 2010. The agreement does not goveaffect our ability to recov
costs associated with gas rates, federally approra@dmission rates and charges, electric ridaxsntcreases, or increases
associated with standard offer service power sugpttions.

. Effective June 1, 2008, BGE implemented revisedetggation rates for regulatory and financial repaytpurposes. The revis:
rates reduced depreciation expense by approxim@ielymillion in 2008 without impacting distributioates charged to
customers.

. Effective June 1, 2008, Maryland laws governingestments in companies that own and operate reguigte and electri
utilities were amended to make them less restgatiith respect to certain capital stock acquisitramsactions.

. Constellation Energy elected two independent dimsdio the Board of Directors of BGE within the uegd six months from th

execution of the settlement agreement.

36






Table of Contents
Senate Bills 1 and 40
In June 2006, Maryland Senate Bill 1 was enactduglwamong other things:

. imposed rate stabilization measures that (i) capatdlincreases by BGE for residential SOS semtid&% from July 1, 2006 to
May 31, 2007, (i) gave residential SOS customleesdption from June 1, 2007 until December 31, 26fQ¥aying a full market
rate or choosing a short term rate stabilizati@mph order to provide a smooth transition to marktes without adversely
affecting the creditworthiness of BGE, and (iiippided for full market rates for all residential S@ervice starting January 1,
2008; and

. allowed BGE to recover the costs deferred from Jul®006 to May 31, 2007 from its customers ovpe®dod not to excee
10 years, on terms and conditions to be deterntigetie Maryland PSC, including through the issuasfamte stabilization
bonds that securitize the deferred costs.

In connection with these provisions of Sertill 1:

. In May 2007, the Maryland PSC approved a planltwatesidential electric customers to defer thagition to full market rate
from June 1, 2007 to January 1, 2008. The 4 pexferustomers who chose to defer are repaying ¢ffiercbd amounts without
interest over a twenty-one month period which begawpril 1, 2008.

. In June 2007, a subsidiary of BGE issued an agtgggacipal amount of $623.2 million of rate staaition bonds to recove
costs relating to the residential rate deferraifiuly 1, 2006 to May 31, 2007. We discuss the sthilization bond issuance in
more detail inNote 9 to Consolidated Financial Statements

In April 2007, Maryland Senate Bill 400 wasacted, which made certain modifications to SeBdt 1. Pursuant to Senate Bill 400, the
Maryland PSC was required to initiate several ggsidincluding studies relating to stranded cobtscbsts and benefits of various options for
re-regulation, and the structure of the electréustry in Maryland.

In December 2007, the Maryland PSC issueitht@rim report addressing the costs and benafitsrrious options for re-regulation and
recommending actions to be taken to address atigated shortage of generation and transmissioacigpin Maryland, which included
implementation of demand response initiatives augliring utilities to enter into long-term powerrphiase contracts with suppliers.

The Maryland PSC issued a final report @c@mber 2008. In the final report, the Maryland RIS€s not recommend returning the former
utility generation assets to full cost of serviegulation, but rather recommends incremental, fooM@oking re-regulation when appropriate to
ensure a reliable supply of electricity or to obtaconomic benefits for customers. The report imdizates that the Maryland PSC will
investigate in 2009 whether, and on what termsitiati@l generation should be built in Maryland.dddition, the Maryland legislature
continues to review the structure of the Marylandrgy markets and the need for re-regulation. Waaiat this time predict the ultimate
outcome of these inquiries, studies, and recomntamdaor their actual effect on our, or BGE's fin@h results, but it could be material.

We discuss the market risk of our regulaiedtric business in more detail in tRisk Managemerstection.
Base Rate:!

Base rates are the rates the Maryland PSC allows 8@harge its customers for the cost of providiregm delivery service, plus a profit. B(
has both electric base rates and gas base rates.

BGE may ask the Maryland PSC to increase bates from time to time. The Maryland PSC histdlly has allowed BGE to increase b
rates to recover its utility plant investment apei@ting costs, plus a profit. Generally, rateéases improve the earnings of our regulated
business because they allow us to collect morentexeHowever, rate increases are normally grardeddon historical data and those
increases may not always keep pace with increasiats. Other parties may petition the Maryland B&@ecrease base rates.

BGE's most recently approved return ontgtedistribution rate base was 9.4% (approveddf3). BGE's most recently approved return
on gas rate base was 8.49% (approved in 2005).

According to the terms of the 2008 Marylaettlement agreement, any future electric distidioubase rate case filed by BGE will not
result in increased distribution rates prior to@er 2009, and any increase in electric distributevenue awarded will be capped at 5% with
certain exceptions. Any subsequent electric distiiim base rate case may not be filed prior to Atdyu2010. The agreement does not govern
or affect our ability to recover costs associatéith was rates, federally approved transmissiorsratel charges, electric riders, tax increases, ol
increases associated with standard offer serviegepsupply auctions.

Revenue Decouplin

Beginning in 2008, the Maryland PSC approved, aGdEBmplemented, revenue decoupling for resideatal small commercial customers to
eliminate the effect of abnormal weather and ugegeerns per customer on its electric distributiotumes. This means that BGE's elec



distribution revenues from residential and smathotercial customers reflect weather and usage shadrisidered normal for the month.
Therefore, these revenues are affected primarilgusfomer growth. The Maryland PSC approved reveegeupling for the majority of our
remaining commercial and industrial customers ha@gin February 1, 2009. We have a similar revenweuagling mechanism in our gas
business.

Demand Response and Advanced Metering Progr:

In order to implement an advanced metering pilogpem and a demand response program, BGE defdssassociated with these programs as
a regulatory asset and recovers these costs fretoroers in future periods. We discuss the advandring and demand response programs
in more detail intem 1. Business—Baltimore Gas and Electric Compdalectric Load Management
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Electric Commodity and Transmission Charg

We discuss BGE electric commodity and transmissitarges (standard offer service), including thedotwf the enactment of Senate Bill 1 in
Maryland, in theBusiness Environment—Regulation—Maryland—SenateBénd 40Gection.

Gas Commodity Charge

BGE charges its gas customers separately for tluealgas they purchase. The price BGE chargethéonatural gas is based on a market-
based rates incentive mechanism approved by thgladtat PSC. We discuss market-based rates in méaé oetheRegulated Gas Business—
Gas Cost Adjustmensgction and iftNote 6 to Consolidated Financial Statements.

Federal Regulation
FERC

The FERC has jurisdiction over various aspectaunfuisiness, including electric transmission andlegale natural gas and electricity sales.
BGE transmission rates are updated annually basedfermula methodology approved by FERC. The ralss include transmission
investment incentives approved by FERC in ordexsed in July and November of 2007. We believe iR C's continued commitment to fair
and efficient wholesale energy markets should ocomtito result in improvements to competitive maglatross various regions.

Since 1997, operation of BGE's transmissiggiem has been under the authority of PIJM Interection (PJM), the Regional
Transmission Organization (RTO) for the Mid-Atlantegion, pursuant to FERC oversight. As the trassion operator, PJM administers the
energy markets and conducts day-to-day operatibtiedoulk power system. The liability of transniissowners, including BGE, and power
generators is limited to those damages causedebgrtss negligence of such entities.

In addition to PJM, RTOs exist in otherioes of the country such as the Midwest, New Yarikd New England. Similar to PIM, these
RTOs also administer the energy market for thejiore and are responsible for operation of the tragsion system and transmission system
reliability. Our merchant energy business partitgpan these regional energy markets. These maaketsontinuing to develop, and revisions
to market structure are subject to review and agproy FERC. We cannot predict the outcome of awews at this time. However, changes
to the structure of these markets could have amah#dfect on our financial results.

FERC Initiatives

Ongoing initiatives at FERC have included a revihits methodology for the granting of market-basat@ authority to sellers of electricity.
FERC has established interim tests that it uséetermine the extent to which companies may haw&ehaower in certain regions. Where
FERC finds that market power exists, it may reqaompanies to implement measures to mitigate thkehpower in order to maintain
market-based rate authority. We believe that otities selling wholesale power continue to satBBRC's test for determining whether to
grant a public utility market-based rate authority.

In November 2004, FERC eliminated througt aut transmission rates between the Midwest ledéent System Operator (MISO) and
PJM and put in place Seams Elimination Charge/@&dgistment/Assignment (SECA) transition rates, \lehace paid by the transmission
customers of MISO and PJM and allocated amongahiews transmission owners in PJM and MISO. The SE&nsition rates were in effect
from December 1, 2004 through March 31, 2006. FEBGor hearing the various compliance filings tstablished the level of the SECA
rates and has indicated that the SECA rates ang lbecovered from the MISO and PJM transmissiomotoers subject to refund by the MISO
and PJM transmission owners.

We are a recipient of SECA payments, pa§y&ECA charges, and supplier to whom such charggsbe shifted. Administrative hearir
regarding the SECA charges concluded in May 2008 ,aa initial decision from the FERC administratisre judge (ALJ) was issued in
August 2006. The decision of the ALJ generally fimfavor of reducing the overall SECA liabilitfhe decision, if upheld, is expected to
significantly reduce the overall SECA liability igsue in this proceeding. However, the ALJ alsovedld SECA charges to be shifted to
upstream suppliers, subject to certain adjustmdimstefore, certain charges could be shifted towholesale marketing, risk management,
trading operation. This decision will be reviewgdHERC. We are unable to predict the timing orlfmacome of FERC's SECA rate
proceeding. However, as the amounts collected uh@éeBECA rates are subject to refund and the atéroutcome of the proceeding
establishing SECA rates is uncertain, the resulhisfproceeding may have a material effect onfimancial results.

Capacity Markets

In April 2006, FERC issued an initial order apprayiPJM's proposal to restructure its capacity ntareich establishes the method by which
we are paid for making generating plant capacigilaile to PIM. The capacity market or Reliabiitycing Model (RPM) was approved by
FERC in December 2006 after settlement proceedFi§RC in June and November 2007 upheld the RPNés®tht in response to requests
rehearing. An appeal of FERC's decisions on RPMfikatin January 2008 in the United States CotiAmpeals for the District of Columbia
Circuit. Currently, we cannot predict with certginthat effect the results of these challengeshelte on our, or BGE's, financial resu



Also in January 2008 in connection with RAMM filed revisions to its capacity market ruleseflect increased construction costs for
new entry of generation (CONE), which was rejedigdrERC in April 2008. CONE is used in determinthg price paid to capacity resources
that clear in the PIM capacity auction. In Septar2688, FERC directed PIM to consider revisionsiamqmovements to RPM to become
effective prior to the May 2009 auction. In Decem®@08, PJM filed proposed tariff changes to RPNhHERC. PIM proposes significant
revisions to RPM, including the determination of ) the participation of energy efficiency and dewhaesources, and market power and
mitigation rules.
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We cannot predict the outcome of the FERC procegdiowever, the outcome could have a material effacour financial results depending
on the nature of the resulting changes to RPM.

In May 2008, five state public service coissions, including the Maryland PSC, consumer adiex; and others filed a complaint against
PJM at the FERC, alleging that the RPM produce@aswnable prices during the period from June 18 20@ugh May 31, 2011. The
complaint requests that FERC establish a refurettife date of June 1, 2008, reject the resultae@P007/08 through 2010/11 RPM capacity
auction results, and significantly reduce pricescfapacity beginning as of June 1, 2008 througHL2PL We, along with other power suppliers
and supplier trade groups, have filed protesthéacbmplaint. In September 2008, FERC dismisseddh#plaint and in October 2008, the
complainants requested a rehearing at FERC. Weotanedict the outcome of this proceeding or theam of refunds that may be owed b
due to us, if any. However, the outcome, and afynds that are ultimately assessed, could havetariaimpact on our financial results.

Three major, high-voltage transmissiondihave been announced that could enhance sigrilficae transfer capacity of the PIM
transmission system from west to east. The sithoggss either in the states or at FERC is unceaiis the likelihood that one or more of the
transmission lines will be ultimately constructétie construction of the transmission lines, whiobld depress both capacity and energy p
for generation located in Maryland and elsewherhéneastern part of PIM, could have a materiatefin our financial results.

Other market changes are routinely prop@seticonsidered on an ongoing basis. Such chanjéewsubject to FERC's review and
approval. We cannot predict the outcome of theseqedings or the possible effect on our, or BAHancial results at this time.

NERC Reliability Standarc

In compliance with the Energy Policy Act of 200ERC has approved the North American Electric RditglCorporation (NERC) as the
national energy reliability organization. NERC vk responsible for the development and enforcewfamndatory reliability standards for
the wholesale electric power system. We are resplenfor complying with the standards in the regiom which we operate. NERC will have
the ability to assess financial penalties for nenpliance, which could be material.

Weather
Merchant Energy Busines

Weather conditions in the different regions of Mo&tmerica influence the financial results of ourrof@nt energy business. Weather condi
can affect the supply of and demand for electrjaitural gas, and fuels. Changes in energy supplydemand may impact the price of these
energy commodities in both the spot market anddheard market, which may affect our results in giyen period. Typically, demand for
electricity and its price are higher in the summued the winter, when weather is more extreme. Bmeahd for and price of natural gas and oll
are higher in the winter. However, all regions afrthh America typically do not experience extremether conditions at the same time, thus
we are not typically exposed to the effects of exte weather in all parts of our business at once.

BGE

Weather affects the demand for electricity andfgasur regulated businesses. Very hot summersrandcold winters increase demand. Mild
weather reduces demand. Weather affects residsatzd more than commercial and industrial salbgare mostly affected by business
needs for electricity and gas. The Maryland PSCapgsoved revenue decoupling mechanisms which @@ to record monthly adjustme
to the majority of our regulated electric and gasibess distribution revenues to eliminate thecei®® abnormal weather and usage patterns.
We discuss this further in tiRegulation—Maryland PSC—Revenue Decoupling, Reglilectric Business—Revenue Decoupdind
Regulated Gas Busine—Revenue Decouplirggctions.

Other Factors

A number of other factors significantly influendestlevel and volatility of prices for energy comriti$ and related derivative products for
merchant energy business. These factors include:

seasonal, daily, and hourly changes in dem

number of market participant

extreme peak demanc

available supply resources,

transportation and transmission availability arlchbdity within and between regions,

location of our generating facilities relative teetlocation of our load-serving obligations,
implementation of new market rules governing operat of regional power pools,

procedures used to maintain the integrity of thgsptal electricity system during extreme conditions
changes in the nature and extent of federal ane #gulations, and

international supply and dematr



These factors can affect energy commodityderivative prices in different ways and to diffiet degrees. These effects may vary
throughout the country as a result of regionaledéhces in:

weather conditions

market liquidity,

capability and reliability of the physical elecitficand gas system
local transportation systems, a

the nature and extent of electricity deregulation.

Other factors also impact the demand fectekity and gas in our regulated businesses. & feedors include the number of customers and
usage per customer during a given period. We wesetterms later in our discussions of regulatectrideand gas operations. In those sections,
we discuss how these and other
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factors affected electric and gas sales duringp#ni®ds presented.

The number of customers in a given persodfiected by new home and apartment constructidrbg the number of businesses in our
service territory.

Usage per customer refers to all othersténpacting customer sales that cannot be measepatately. These factors include the stre
of the economy in our service territory. When ther@my is healthy and expanding, customers temditgume more electricity and gas.
Conversely, during an economic downturn, our custsntend to consume less electricity and gas.

Environmental Matters and Legal Proceedings

We discuss details of our environmental mattefdate 12 to Consolidated Financial Statemertditem 1. Business—Environmental Matters
section. We discuss details of our legal proceedingjlote 12 to Consolidated Financial Statemer®@me of this information is about costs
that may be material to our financial results.

Accounting Standards Adopted and Issued
We discuss recently adopted and issued accourtingards ifNote 1 to Consolidated Financial Statements
Critical Accounting Policies

Our discussion and analysis of financial conditmd results of operations is based on our congstidinancial statements that were prepared
in accordance with accounting principles generatigepted in the United States of America. Managémeakes estimates and assumptions
when preparing financial statements. These estsraatd assumptions affect various matters, including

. our reported amounts of revenues and expenses i@ansolidated Statements of Income (Loss),
. our reported amounts of assets and liabilitieslin@onsolidated Balance Sheets, and
. our disclosure of contingent assets and liabilities

These estimates involve judgments witheesp numerous factors that are difficult to peedind are beyond management's control. As a
result, actual amounts could materially differ frtimese estimates.

Management believes the following accounpolicies represent critical accounting policieslafined by the Securities and Exchange
Commission (SEC). The SEC defines critical accaunfiolicies as those that are both most importattteé portrayal of a company's financial
condition and results of operations and requireagament’'s most difficult, subjective, or compledgment, often as a result of the need to
make estimates about the effect of matters thanherently uncertain and may change in subsecquenidds. We discuss our significant
accounting policies, including those that do nguiee management to make difficult, subjectivec@mplex judgments or estimatesNote 1
to Consolidated Financial Statements

Accounting for Derivatives and Hedging Activities

We utilize a variety of derivative instruments irder to manage commodity price risk, interest rile, and foreign currency risk. The
accounting requirements for derivatives are gowtineStatement of Financial Accounting StandardsA&) No. 133 Accounting for
Derivative Instruments and Hedging Activit, as amended and interpreted. Because of the éxgereture of its requirements that govern t
accounting treatment and documentation, as welh@somplexity of the transactions within its scogeplying SFAS No. 133 requires
management to exercise judgment in several ameelading the following:

identification of derivatives,

selection of accounting treatment for derivatives,
valuation of derivatives, ar

impact of uncertainty

As discussed in more detail below, the eigerof management's judgment in these areas agténpacts our financial statements. Wi
we believe we have appropriate controls in placapjgdly SFAS No. 133, failure to meet its requiretegaven inadvertently, could require the
use of a different accounting treatment for theet#fd transactions. In addition, interpretationSIBAS No. 133 continue to evolve, and a fu
change in accounting requirements also could affecfinancial statements materially. We discussvdéves and hedging activities in more
detail inNote landNote 13 to Consolidated Financial Statements

Identification of Derivative:

We must evaluate new and existing transactionsagneements to determine whether they are derivatldentifying derivatives requires us



exercise judgment in interpreting the definitioraaderivative in SFAS No. 133 and applying thaird#bn to each individual contract. If a
contract is not a derivative, we cannot apply SIS 133, and we generally must record the effettecontract in our financial statements
upon delivery or settlement under the accrual nmeetifaccounting. In contrast, if a contract is awdgive, we must apply SFAS No. 133,
which provides for several possible accountingtinests as discussed more fully unédecounting Treatmeritelow. As a result, the required
accounting treatment and its impact on our findretetements can vary substantially depending wgugther a contract is a derivative or a
non-derivative.

Accounting Treatmer

SFAS No. 133 permits several possible accountegtnents for derivatives that meet all of the aygtlie requirements of that standard. SFAS
No. 133 requires ma-to-market as the default accounting treatmenafioderivatives unless they qualify, and we affitimaly designate them,
for one of the other accounting treatments. Deirreatdesignated for any of the other elective aoting treatments must meet specific,
restrictive criteria prescribed by SFAS No. 133thbat the time of designation and on an ongoingsbas
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The permissible accounting treatments &ivétives are:

. mark-to-market,

. cash flow hedge,

. fair value hedge, and

. accrual accounting under Normal Purchase/Norma @¢iPNS).

Each of the accounting treatments that seefar derivatives affects our financial statemémtsubstantially different ways as summarized
below:

Recognition and Measuremen

Accounting
Treatment Balance Shee Income Statement
Mark-to-market ¢ Recorded at fair valu » Changes in fair value recognized in earni
Cash flow hedge  + Recorded at fair value « Ineffective changes in fair value recognize@arnings
« Effective changes in fair value recognized inwanulated ¢ Amounts in accumulated other comprehensive irecogslassified to earnings when the hedged
other comprehensive incor forecasted transaction affects earnings or becqmudsable of not occurrin
Fair value hedge < Recorded at fair value « Changes in fair value recognized in earnings
* Changes in fair value of the hedged asset bilitia * Changes in fair value of hedged asset or lighiécognized in earnings
recorded as adjustment to its book ve
NPNS (accrual < Fair value not recorded « Changes in fair value not recognized in eagsin

« Accounts receivable or accounts payable recovdezh * Revenue or expense recognized in earnings wheerlying physical commodity is sold or consumed
derivative settle

We exercise judgment in determining whiehivhatives qualify for a particular accounting treent under the provisions of SFAS No. 133
and its interpretations, including:

. Cash flow and fair value hedges—determination #iidtedge accounting requirements are satisfiediding the expectation
that the derivative will be highly effective in e#fitting changes in cash flows or fair value fromisk being hedged and, for
cash flow hedges, the probability that the hedgeeldasted transaction will occur.

. Accrual accounting under NPNS—determination thatdarivative will result in gross physical delivexfythe underlying
commodity and will not settle net.

We also exercise judgment in selectingateunting treatment that we believe provides tbstriransparent presentation of the
economics of the underlying transactions. Althoaghtracts may be eligible for hedge accounting BNIS designation, SFAS No. 133 does
not require all such contracts to be designatedsandunted for identically. We generally elect aetior hedge accounting for our physical
energy delivery activities (generation and custosugply) because accrual accounting more closgpsathe timing of earnings recognition,
cash flows, and the underlying business activiBgscontrast, we generally apply mark-to-marketoagting for risk management and trading
activities because changes in fair value more tlasdlect the economic performance of the activitpwever, we also use mark-to-market
accounting for the following physical energy defiyactivities:

. our nonregulated retail gas customer supply a@sjitvhich are managed using economic hedges thatewe not designated as
cash-flow hedges so as to match the timing of reitiog of the earnings impacts of those activitieshe greatest extent
permissible, and

. economic hedges of activities that require accagabunting for which the related hedge requiresk-to-market accounting
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As a result of making these judgments sélection of accounting treatments has a mateniphtt on our financial position and results of
operations. These impacts affect several compomémtsr financial statements, including assetdiliiges, and accumulated other
comprehensive income. Additionally, the selectibaacounting treatment also affects the amounttemithg of the recognition of earnings.
The following table summarizes these impacts:

Accounting Treatment

Effect of Changes

in Fair Value on: Mark -to-market Cash Flow Hedge Fair Value Hedge NPNS
Assets and liabilities * Increase or ¢ Increase or decrease in  Increase or decrease « No impact
decrease in derivatives in derivatives
derivatives

+ Decrease or increase
in hedged asset or

liability
Accumulated other * No impact * Increase or decrease for * No impact * No impact
comprehensive income effective portion of hedge
(AOCI)
Earnings prior to * Increase or « Increase or decrease for  Increase or decrease « No impact
settlement decrease ineffective portion of hedge for change in derivative
» Decrease or increase
for change in hedged
asset or liability
* Increase or decrease
for ineffective portior
Earnings at settlement < No impact « Amount8OClI reclassified e« Hedged margin * Revenue or expense recognize
to earnings when hedged recognized in earnings earnings when underlying physical
forecasted transaction affects commodity is sold or consumed
earnings
Valuation

SFAS No. 133 requires us to record mark-to-markdtteedge derivatives at fair value, which represantexit price for the asset or liability
from the perspective of a market participant. Ait prce is the price at which a market participaotld sell an asset or transfer a liability tc
unrelated party. While some of our derivativesteeta commodities or instruments for which quoteatket prices are available from external
sources, many other commodities and related cdateste not actively traded. Additionally, some caats include quantities and other factors
that vary over time. In these cases, we must uskelimg techniques to estimate expected future nigmkees, contract quantities, or both in
order to determine fair value.

The prices, quantities, and other factozsuae to determine fair value reflect managembass estimates of inputs a market participant
would consider. We record valuation adjustment®flect uncertainties associated with estimatesriafit in the determination of fair value t
are not incorporated in market price informatiorotirer market-based estimates we use to determineaiue. To the extent possible, we
utilize market-based data together with quantitativethods for both measuring the uncertaintiesvfoch we record valuation adjustments and
determining the level of such adjustments and caaiythose levels. We discuss fair value measurenie more detail ifNote 13 to
Consolidated Financial Statements

The judgments we are required to make dieioto estimate fair value have a material impacvwr financial statements. These judgments
affect the selection, appropriateness, and apitaf modeling techniques, the methods used totifyeor estimate inputs to the modeling
techniques, and the consistency in applying theseniques over time and across types of derivatsteuments. Changes in one or more of
these judgments could have a material impact ondhetion of derivatives and, as a result, colsd Aave a material impact on our financial
position or results of operations.

Impacts of Uncertaint

The accounting for derivatives and hedging acgsiiinvolves significant judgment and requires tbe of estimates that are inherently unce
and may change in subsequent periods. The effattasfges in assumptions and estimates could nijtémigact our reported amounts of
revenues and costs and could be affected by matyréaincluding, but not limited to, the following:

. uncertainty surrounding inputs to the estimatefaiofvalue required by SFAS No. 133 due to factarsh as illiquid markets «
the absence of observable market price information,
. our ability to continue to designate and qualifyiditive contracts for NPNS accounting or hedgeoaating under thi



requirements of SFAS No. 133,

42




Table of Contents

. potential volatility in earnings from ineffectivesgon derivatives for which we have elected hedgeunting, and
. our ability to enter into new mark-to-market detiva origination transactions.

Evaluation of Assets for Impairment and Other ThanTemporary Decline in Value
Long-Lived Assets

We are required to evaluate certain assets that losig lives (for example, generating property agdipment and real estate) to determine if
they are impaired when certain conditions exisASMNo. 144 Accounting for the Impairment or Disposal of Longdd Assetgprovides the
accounting requirements for impairments of longdi\assets. We are required to test our long-ligséta for recoverability whenever events or
changes in circumstances indicate that their aagrgimount may not be recoverable. Examples of suehts or changes are:

a significant decrease in the market price of g-lived asset

a significant adverse change in the manner an asbeing used or its physical conditic

an adverse action by a regulator or legislatur@noadverse change in the business clin

an accumulation of costs significantly in excesthefamount originally expected for the construttio acquisition of an assi

a current-period loss combined with a history akles or the projection of future losses, or

a change in our intent about an asset from antitemold to a greater than 50% likelihood thatagret will be sold or disposed
of before the end of its previously estimated ulsitu

For long-lived assets that can be clagb#ie held for sale, we recognize an impairmenttimsise extent their carrying amount exceeds
their fair value less costs to sell. For long-livesbets that we expect to hold and use, we reag@nizmpairment loss only if the carrying
amount of an asset is not recoverable and exceefisrivalue. The carrying amount of an assebtsracoverable if it exceeds the total
undiscounted future cash flows expected to resufh fthe use and eventual disposition of the a$betrefore, when we believe an impairment
condition may have occurred, we estimate the undisted future cash flows associated with the assbie lowest level for which identifiable
cash flows are largely independent of the cashdlofwther assets and liabilities. This necessagilpires us to estimate uncertain future cash
flows.

In order to estimate future cash flows,amasider historical cash flows and changes in thekat environment and other factors that may
affect future cash flows. To the extent applicalite,assumptions we use are consistent with fotetaat we are otherwise required to make
(for example, in preparing our earnings forecastsye are considering alternative courses of actmrecover the carrying amount of a long-
lived asset (such as the potential sale of an)assetprobability-weight the alternative coursesofion to estimate the cash flows.

We use our best estimates in making theskiations and consider various factors, includorgvard price curves for energy, fuel costs,
and operating costs. However, actual future mgskiees and project costs could vary from the assiomp used in our estimates, and the
impact of such variations could be material.

If we determine that the undiscounted déshis from an asset to be held and used are lessttte carrying amount of the asset, or if we
have classified an asset as held for sale, we estishate fair value to determine the amount ofierpairment loss. The estimation of fair va
also involves judgment. We consider quoted markeep in active markets to the extent they arelabks. In the absence of such information,
we may consider prices of similar assets, consitift rokers, or employ other valuation techniqu@iien, we will discount the estimated
future cash flows associated with the asset ussiggie interest rate that is commensurate wittrigieinvolved with such an investment or
employ an expected present value method that pildipakeights a range of possible outcomes. Theafshese methods involves the same
inherent uncertainty of future cash flows as disedsabove with respect to undiscounted cash fléwtsial future market prices and project
costs could vary from those used in our estimated,the impact of such variations could be material

Gas Properties

We evaluate unproved property at least annualtjetermine if it is impaired under SFAS No. Fqancial Accounting and Reporting by Oil
and Gas Producing Propertiesmpairment for unproved property occurs if thare no firm plans to continue drilling, the leasaeéar its
expiration, or historical experience necessitateslaation allowance.

Investment:

We evaluate our equity-method and costthod investments (for example, CEP and partrgsshiat own power projects) to determine whe
or not they are impaired. Accounting Principles BbgAPB) Opinion No. 18The Equity Method of Accounting for InvestmentSammon
Stock, provides the accounting requirements for thegestments. The standard for determining whethémaairment must be recorded un
APB No. 18 is whether the investment has experig@mciess in value that is considered an "other theemporary" decline in value.

The evaluation and measurement of impaitsnender the APB No. 18 standard involves the samoertainties as described above for
long-lived assets that we own directly and accdomnin accordance with SFAS No. 144. Similarly, #s&timates that we make with respect to
our equity and cost-method investments are subjedriation, and the impact of such variationslddae material. Additionally, if the projects
in which we hold these investments recognize araimgent under the provisions of SFAS No. 144, welldeecord our proportionate share



that impairment loss and would evaluate our invesitnfior an other than temporary decline in valuéarrAPB No. 18.
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We continuously monitor issues that potdiyticould impact future profitability of our eqyimethod investments that own geothermal,
coal, hydroelectric, fuel processing projects, afl s our equity investments in our joint ventusesl CEP, including environmental and
legislative initiatives. We discuss certain riskslaincertainties in more detail in deorward Looking Statemengnditem 1A. Risk Factors
sections. However, should future events cause fhgsstments to become uneconomic, our investmentese projects could become
impaired under the provisions of APB No. 18.

Current California statutes and regulatimtuire load-serving entities to increase thedcprement of renewable energy resources and
mandate statewide reductions in greenhouse gasiemss Given the need for electric power and tatugiry and regulatory requirements
increasing demand for renewable resource techredpugie believe California will continue to foster environment that supports the use of
renewable energy and continues certain subsida& sl make renewable energy projects economidalvever, should California legislation
and regulatory policies and federal energy politéso adequately support renewable energy ititées, our equity-method investments in
these types of projects could become impaired uthgeprovisions of APB No. 18, and any losses ratzagl could be material.

Debt and Equity Securitie

Our available for sale investments in debt andtggécurities, primarily our nuclear decommissignirust fund assets, are subject to
impairment evaluations under FASB Staff PositioR&\S No. 115-1 and SFAS No. 124-1 (FSP 115-1 and1)2%he Meaning of Other-Than-
Temporary Impairment and Its Application to Certiiwestments=SP 115-1 and 124-1 require us to determine whetldecline in fair value
of an investment below book value is other thanperary. If we determine that the decline in failueis other than temporary, the cost basis
of the investment must be written down to fair wafis a new cost basis. For securities held in oclear decommissioning trust fund for wh
the market value is below book value, the declmfair value for these securities is considere@othan temporary and must be written down
to fair value.

Goodwill

Goodwill is the excess of the purchase price cdegquired business over the fair value of the nettasacquired. We account for goodwill and
other intangibles under the provisions of SFAS N2, Goodwill and Other Intangible Asset¥Ve do not amortize goodwill. SFAS No. 142
requires us to evaluate goodwill for impairmenteatst annually or more frequently if events anduwginstances indicate the business might be
impaired. Goodwill is impaired if the carrying valof the business exceeds fair value. Annuallyestenate the fair value of the businesse:
have acquired using techniques similar to thosd tsestimate future cash flows for long-lived asse discussed on the previous page, which
involves judgment. If the estimated fair value e business is less than its carrying value, amimpent loss is required to be recognized t
extent that the carrying value of goodwill is gerahan its fair value.

Asset Retirement Obligations

We incur legal obligations associated with therestient of certain long-lived assets. SFAS No. & ounting for Asset Retirement
Obligations,provides the accounting for legal obligations a&ged with the retirement of long-lived assets. Mir such legal obligations as
a result of environmental and other governmentlegiguns, contractual agreements, and other factdrs.application of this standard requires
significant judgment due to the large number anvérdie nature of the assets in our various busiaesgtthe estimation of future cash flows
required to measure legal obligations associatdd the retirement of specific assets. FASB Integdien (FIN) 47 Accounting for Conditione
Asset Retirement Obligatic—an interpretation of FASB Statement No. Ti&ifies that obligations that are conditional npofuture event
are subject to the provisions of SFAS No. 143.

SFAS No. 143 requires the use of an exdgmtesent value methodology in measuring asseéenegint obligations that involves judgment
surrounding the inherent uncertainty of the proligbamount, and timing of payments to settle thebligations, and the appropriate interest
rates to discount future cash flows. We use our ésgnates in identifying and measuring our asstsement obligations in accordance with
SFAS No. 143.

Our nuclear decommissioning costs representargest asset retirement obligation. Thisgailon primarily results from the requirement
to decommission and decontaminate our nuclear géngrfacilities in connection with their futuretirement. We utilize site-specific
decommissioning cost estimates to determine oueauasset retirement obligations. However, givenmagnitude of the amounts involved,
complicated and ever-changing technical and regylaequirements, and the long time horizons ingdl\the actual obligation could vary
from the assumptions used in our estimates, anuiipact of such variations could be material.

In view of the significant number of assuiops underlying the decommissioning cost estimatie estimate of the future cost of
decommissioning is likely to continue to changerdiree. For perspective, a 10% increase or decri@aser estimate of the future cost of
decommissioning our nuclear plants would producapproximately $96 million change to our asseteetent obligation and an
approximately $11 million change in our total anramortization and accretion expenses.

Significant Events

Execution and Subsequent Termination of Merger Agrement with MidAmerican



On December 17, 2008, Constellation Energy and MidAcan agreed to terminate the Agreement andd?lbdferger the parties had entered
into on September 19, 2008. As a result, we paididvtierican:

. $175 million to terminate the merger, a
. $418 million in lieu of the number of shares of @@mmon stock that were due to MidAmerican on cosioerof the Series ,
Preferred Stock but that could not be issued dueduolatory limitations.

44




Table of Contents

Additionally, we issued 19.9 million commshares and $1 billion of 14% Senior Notes to Midgkizan in connection with the
conversion of the Series A Preferred Stock.

We discuss the termination of the mergenare detail ifNote 15 to Consolidated Financial Statements
Investment Agreement with EDF

On December 17, 2008, Constellation Energy and BliFrelated entities entered into a series of éietins under which:

. EDF will purchase from Constellation Energy a 49®©®embership interest in our nuclear generationagredation business fi
$4.5 billion (subject to certain adjustments) aisahg, and $150 million of cash received in 200&dudition to this purchase
price.

. EDF is providing Constellation Energy with up tol$ifion of additional liquidity pursuant to a patrangement that will allow
us to require EDF to purchase certain non-nucleaegation assets.

. EDF invested $1 billion in Constellation Energyfuyrchasing 10,000 shares of our 8% Series B Pegf&tock. These shar

will be surrendered to us when EDF purchases italpeeship interest in our nuclear generation andatjw® business, and the
$1 billion will be credited against the $4.5 billipurchase price.

. EDF provided us with a $600 million interim backsiauidity facility.

. Prior to closing, we will transfer to our nucleangration and operation business transactionsawithgative mark-to-market
value not to exceed $700 million in the aggregaiagia 10% discount rate. This transfer will ocicua manner that is to be
determined and to be mutually acceptable to Cdatited Energy and EDF.

We discuss these transactions in moreldethiiote 15 to Consolidated Financial Statemearid the Series B Preferred Stocliote 9 to
Consolidated Financial Statements

Divestitures
In 2009, we made progress on many of the strateiiatives we identified in 2008 to improve liqug and reduce our business risk.
In January 2009, we entered into a defieiigreement to sell a majority of our internatl@mmmodities operation.

In February 2009, we entered into a defiaibgreement to sell our Houston-based gas trampegation. Simultaneously, we signed a
letter of intent to enter into a related transactidth an affiliate of the buyer under which thangpany would provide us with the gas supply
needed to support our retail gas customer supginbss, while reducing our credit requirements.aifgect that both of these sales will close
by the end of the second quarter of 2009, subgecéttain regulatory approvals and other standasirg conditions.

Collectively, we expect both divestituregeturn approximately $1 billion of currently pedtcollateral. In addition, we expect these
divestitures to further reduce our downgrade cetldtrequirements by approximately $400 millione3$é reductions are based on current
commodity prices, the final terms of the transawicand the timing of collateral to be returnedaithe close of the transactions, and, as a
result, are subject to change.

We discuss these divestitures in more dietdote 3 to Consolidated Financial Statements
Current Market Developments

As previously discussed in tiBrisiness Environmestection, during 2008 the financial markets expegehextreme volatility, and this
volatility greatly reduced liquidity in the globatedit markets. The following highlights the impaof these developments on us:

. Several of our debt securities were downgradedeyrajor credit rating agencies, and we remain ureléew for possibl
downgrade by Standard & Poors Rating Group and Meddvestors Service. We discuss our securitpgatand downgrade
collateral in more detail in th®ecurity RatingandCollateral sections.

. We were required to post additional collateral vatlunterparties. We discuss our collateral requér@siin more detail in the
Cash FlowsandCollateral sections.

. We initiated strategic alternatives for our upstnegas properties, our international commoditiegaian, and our gas tradir
operation as well as other strategies to imprayadity and reduce invested capital. We discussstrategy in more detail in the
Strategysection.

. We took various other steps to reduce our expasuttee credit risk of other parties and to improwe own liquidity. We discu:
our exposure to credit risk in tiisk Managemerstection and we discuss our liquidity in theailable Sources of Funding
section.

. In connection with the proposed merger with MidAroan, we received $1 billion for preferred stockuied to MidAmerican o
September 22, 2008. We subsequently terminatechénger in December 2008, and we repaid the $Dbilivhich had
converted into 14% Senior Notes at the time ofténmination of the merger) plus interest to MidAian in January 200!



Simultaneous with the termination of the MidAmericaerger agreement, EDF purchased $1 billion depred stock as part of
a series of transactions contemplated by the Imast Agreement and other related agreements. Wasdighe termination of
the merger agreement with MidAmerican, the coneersif MidAmerican's Series A Preferred Stock ad alour transactions
with EDF inNote 15 to Consolidated Financial Statements

We recorded significant impairment charges in thedtand fourth quarters of 2008. We discuss tl@gairment charges in
more detail infNote 2 to Consolidated Financial Statements

We incurred losses on our pension plan and nudieesmmissioning trust fund assets. We discuss ensipn plan assets in
more detail in th&€€onsolidated Nonoperating Income and Expesgetion and our nuclear decommissioning trust asset
Item 1.
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Commodity Prices

During 2008, the energy markets were affected yelluctuations in commodity prices as indicatedhie following table summarizing
changes in spot prices during 2008:

Nine months ende

Six months ender  goember 30, 20¢ Dec\;iqat;eerngf,dzoc
Increases (decreases) from December 31, 2007 June 30, 2008
Power 33% (8)% (30)%
Natural gas 44% (5)% (30)%
Coal 152% 58% (1)%
Crude oil 55% 1% (40)%

During the third and fourth quarters of 80prices for most commodities, including energgnowodities, fell sharply after peaking early
July. The commodity price environment contributedhe following impacts on our results:

. As a result of volatile commodity prices, we expaded significant ma-to-market gains during the six months ended Jun:
2008 and significant mark-to-market losses durirggix months ended December 31, 2008. We disausnark-to-market
results in theMark-to-Marketsection.

. Our total derivative assets increased $526.0 milliod total derivative liabilities increased $108lion since December 31,
2007. We discuss our derivative assets and lisslin more detail in thBerivative Assets and Liabilitiegection.

. During 2008, we had significant fluctuations inlatgral. We discuss our collateral requirementsiare detail in th«Cash
FlowsandCollateral sections.

. We experienced an increase in our exposure to loreelit quality wholesale counterparties duringfirst half of 2008 and a

decrease in our exposure to lower credit qualitplesale counterparties during the latter half d@@rimarily due to the
volatility of coal prices. We discuss our wholesededit risk exposure in more detail in ##olesale Credit Rissection.

. One of our domestic coal suppliers was unable tetmeduction targets and filed for bankruptcy.a®sult, in the quart:
ended March 31, 2008, we incurred a credit losged|to this supplier. We discuss the impact af évient on our results in mq
detail in theGlobal Commoditiesection.

. We experienced an increase in our allowance foollgatible accounts receivable. We discuss oumadloce for uncollectible
accounts receivable in more detail in tieowance for Uncollectible Accounts Receivaddetion.
. We executed several contract settlements and ardexltain other contracts, primarily in the quagleded March 31, 2008,

reduce our exposure to supplier nonperformancearnskor credit risk. We discuss these transaciionsore detail in thé&lobal
Commoditiesection.

Workforce Reduction Costs

During the third quarter of 2008, our merchant ggdrusiness approved a restructuring of its Cust@uo@ply operations and recognized a
$2.5 million pre-tax charge.

During the fourth quarter of 2008, we am@a a broader restructuring of our operations aedgnized a $19.7 million pre-tax charge.
We discuss our workforce reduction costsore detail ifNote 2 to Consolidated Financial Statements
Emission Allowances

During the second and third quarters of 2008, salt of a July 11, 2008 decision by the Uniteat&t Court of Appeals for the D. C. Circuit
that vacated the Clean Air Interstate Rule (CAIRJ ¢he subsequent decline in market price for auission allowance inventory, we recorded
a write-down of our emissions inventory and recagdipartially offsetting gains on certain forwaatles contracts. In December 2008, CAIR
was reinstated and the market prices for our eonisgliowance inventory increased. We reversed agmoof the previous write-downs of this
inventory to reflect the subsequent increase irketasrices. We discuss this net chargdlate 2 to Consolidated Financial Statements

Acquisitions
Hillabee Energy Cente

On February 14, 2008, we acquired a partially cetea gas-fired power generating facility in AlabaMée discuss this acquisition in more
detail inNote 15 to Consolidated Financial Statements.

West Valley Power Plai



On June 1, 2008, we acquired a gas-fired peakimgt th Utah. We discuss this acquisition in moreailén Note 15 to Consolidated Financial
Statements.

Nufcor International Limitec

On June 26, 2008, we acquired a uranium market@ngces company in the United Kingdom. We dischgs acquisition in more detail in
Note 15 to Consolidated Financial Stateme.

Asset Sales
Working Interests in Gas Producing Property

In 2008, we sold the following:

. a portion of our working interests in proved angtaved gas properties in Arkans
. our working interest in oil and natural gas prodgcproperties to Constellation Energy Partners (CEP), a related party, al
. our working interests in proved natural gas reseinéVyoming, and our equity investment in cereamities that own interes

in proved natural gas reserves and unproved piiepént Texas and Montana.
We discuss these asset sales in more dedilte 2 to Consolidated Financial Statements
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Dry Bulk Vesse

On July 10, 2008, a shipping joint venture in whiclr merchant energy business owns a 50% owneirgieiest sold one of six dry bulk
vessels it owns for a gain to us of approximat&@g fillion. We discuss this sale in more detaiNiote 2 to Consolidated Financial
Statements

Financing Activities
In June 2008, we issued the following:

. $250.0 million of Zero Coupon Senior Notes due J2023, anc
. $450.0 million of 8.625% Series A Junior SubordinaBebentures due June 20

Also, in June 2008, BGE issued $400.0 orillof 6.125% Notes due July 1, 2013.

In connection with the merger agreementwiidAmerican, we issued 10,000 shares of 8% Sé&i€snvertible Preferred Stock to
MidAmerican. Upon termination of the merger agreetrie December 2008, this Preferred Stock converted$1 billionof 14% Senior Note
of Constellation Energy due December 31, 2009, &8lBon common shares (9.9% of our outstandingesi and $418 million in cash.

In connection with the Investment Agreemsith EDF, Constellation Energy issued shares afigatorily redeemable 8% Series B
Preferred Stock for $1 billion, which shares w#l surrendered to us when EDF purchases its interestr nuclear generation and operation
business (and will be credited against the $41®hipurchase price, or, if the transaction doeschase, will be redeemed at the later of the
termination date or December 31, 2009 for $1 hillidd 10% Senior Notes due June 30, 2010). The Barbproceeds from this issuance is
restricted for the payment of our 14% Senior Ndielsl by MidAmerican. In January 2009, we repaid1i&o Senior Notes using these
proceeds.

We discuss our financing activities in mdegail inNote 9 to Consolidated Financial Statements

As part of the Investment Agreement withFEEBDF agreed to a put arrangement under which t€itaison Energy could, at its option,
sell to EDF certain non-nuclear generation asseil an aggregate value of up to $2 billion. Weedss the Investment Agreement in more
detail inNote 15 to Consolidated Financial Statements

In addition, EDF has also agreed to prouslevith a $600 million interim backstop liquidiigcility. We discuss this facility in more det
in Note 8 to Consolidated Financial Statements

Maryland Settlement Agreement

In March 2008, Constellation Energy, BGE, and a<Teliation Energy affiliate entered into a settletregreement with the State of Maryland,
the Maryland PSC, and certain State of Marylaniiaff to resolve pending litigation and to setither prior legal, regulatory, and legislative
issues. We discuss this settlement in more detélbte 2 to Consolidated Financial Statements

Results of Operations

In this section, we discuss our earnings and tbfa affecting them. We begin with a general oiewy and then separately discuss earnings
for our operating segments. Significant changeslier income and expense, fixed charges, and intaxes are discussed in the aggregate for
all segments in th€onsolidated Nonoperating Income and Expeisgesion.

As discussed iRart I. Item 1 Business—Overviesaction and in th8trategyandSignificant Eventsections, Constellation Energy's 2008
operating results were materially impacted by a lpemof significant events, transactions, and resyilthanges in the our strategic direction.
The impact of these items has affected the compiyadf our 2008 results to prior periods and vélter Constellation Energy's operating
results in the future. In this section, we hightighe 2008 impact of these items.

Overview

Results

2008 2007 2006
(In millions, after-tax)

Merchant energ $(1,357.9) $679.2 $580.1
Regulated electri 11 97.¢ 120.C
Regulated ga 37.2 28.€ 37.C

Other nonregulate 4.7 16.5 11.2




(Loss) Income from continuing operations and betanulative effects of changes in accounting pples ~ (1,314.4) 822.¢  748.¢
(Loss) income from discontinued operatit — (0.6) 187.¢
Net (Loss) Incomu $(1,314.9 $821.t $936.
Other Items Included in Operations (a-tax)
Impairments and other cos $ (4689 $(12.2) $ —
Merger termination and strategic alternatives c«
Merger termination cos (1,134.4) — (5.7)
Strategic alternatives cos (70.0) — —
Maryland settlement crec (126.5) — —
Effective tax rate impact of Maryland settlementesgnen 16.C — —
Impairment of nuclear decommissioning trust as (82.0 — —
Emission allowance write down, r (28.7) — —
Non-qualifying hedge: (70.7) 2.C 39.2
Gain on sale of g-fired plants — — 47.1
Workforce reduction cos' (13.9) 1.4 @7.09
Total Other Item: $(1,977.H) $(11.€) $ 63.€

Change from prior yee

$(1,965.9) $(75.2)
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2008
Our total net loss for 2008 exceeded net incom@@®7 by $2,135.9 million, or $11.84 per share, tigdsecause of the following:

2008 vs. 200

(in millions, after-tax)

Generation gross marg $ 137
Customer Supply gross marg (79
Global Commodities gross marg (97)
Sale of upstream gas ass 16
2007 sale of CEP LLC equi (39
Hedge ineffectivenes (26)
Credit los—coal supplier bankruptc (39)
Merchant operating expenses excluding bad debtnsepgrimarily labor and benefit cc 57
Merchant bad debt expen (19
Merchant interest expen (63
Synthetic fuel facilitie: 9
Other nonregulated busines: (12
Total change in Other Items included in operatipacOverviev—Resultstable (2,966
Interest and investment incor (35)
All other change: 32
Total Change $ (2,13¢)

2007
Our total net income for 2007 decreased $114.9anjllor $0.66 per share, compared to 2006 mosthaume of the following:

2007 vs. 200

(in millions, after-tax)

Generation gross marg $ 98
Customer supply and global commaodities earningmapily higher gross margin, partially offset bygher operating expens 23
Absence of 2006 gain on s—High Deser (189
Gain on sales of CEP equ 21
Synthetic fuel facilities (39
Regulated operations, primarily impact of SenateIBand higher operations and maintenance expe (32)
Total change in Other Items included in operatipacOverviev—Resultstable (75)
Interest and investment incor 70
All other change: 2
Total Change $ (119

Merchant Energy Business
Background

Our merchant energy business is a competitive geo\af energy solutions for various customers. \igeuss the impact of deregulation on our
merchant energy businessliam 1. Business—Competitisaction.

Our merchant energy business focuses davedglof physical, customer-oriented products toducers and consumers, manages the risk
and optimizes the value of our owned generatioatasad customer supply activities, and uses oufotio management and trading
capabilities both to manage risk and to deploy cesfital.

We are continuing to assess the ongoingatapquirements of the merchant energy busiriaskiding evaluating the proper size of our
Customer Supply and Global Commodities operatiand,we are pursuing various strategic initiativasour Global Commodities operation.
As previously discussed, we have made substamizaiges in our strategy. We discuss our strategyoire detail in th&trategysection.

While we have entered into definitive agneats in 2009 for the sale of a majority of ouemfational commodities operation and our gas
trading operation, the execution of our strategshmfuture will be affected by continued instaliin financial, credit, and commoditi



markets. Execution of our goals could have a suatisieeffect on the nature and mix of our businestivities. In particular, upon closing the
transactions contemplated by our Investment Agreeméh EDF, we expect that our subsidiary that ewnr nuclear generation assets wil
deconsolidated. In turn, this could affect our fio@l position, results of operations, and castvélin material amounts, and these amounts
could vary substantially from historical resultse\ifiscuss our asset and operation divestituresne ihetail inNote 3 to Consolidated
Financial Statement:

We record merchant energy revenues andneggan our financial results in different periadpending upon which portion of our
business they affect and based on the associatedraing policies. We discuss our revenue recogmppiolicies in theCritical Accounting
Policiessection and iflNote 1 to Consolidated Financial Statements

Our Global Commodities operation activebnsacts in energy and energy-related commoditiesder to manage our portfolio of energy
purchases and sales to customers through strudrarezhctions. As part of these activities, wedradergy and energglated commodities a
deploy risk capital in the management of our pdidfim order to earn additional returns. We mantgse activities through daily value at risk
and stop loss limits and liquidity guidelines, @ahdy can have a material impact on our financisiiits. We discuss the impact of our trading
activities and value at risk in more detail in ark-to-MarketandRisk Managemergections.
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Results

2008 2007 2006

(In millions)
Revenue! $16,772.¢ $ 18,744.! $ 17,166.:
Fuel and purchased energy exper (13,791.) (15,501.) (14,256.)
Operating expense (4,729.7) (1,791.9) (1,549.)
Impairment losses and other cc (741.¢) (20.2) —
Workforce reduction cos’ (15.9) 2.3 (28.2)
Merger termination and strategic alternatives c (1,204.4) — (13.])
Depreciation, depletion, and amortizat (287.7) (269.9 (258.7%)
Accretion of asset retirement obligatic (68.4) (68.3) (67.€)
Taxes other than income tax (124.7) (110.9) (120.0)
Gains on sales of upstream gas as 25.t — —
Gain on sale of g-fired plants — — 73.€
(Loss) Income from Operatiol $ (1,164.9% 980.($ 946.7
(Loss) Income from continuing operations and betanmulative effects of changes in accounting pples (afte-tax) $ (1,357.9$ 679.2$ 580.1
(Loss) Income from discontinued operations (i-tax) — (0.9 186.¢
Net (Loss) Incomu $ (1,357.9% 678.:% 767.C
Other Items Included in Operations (a-tax)
Impairments and other cos $ (468.9% (12.9)% —
Merger termination and strategic alternatives c (1,204.4) — (4.3)
Impairment of nuclear decommissioning trust as (82.0) — —
Emission allowance wri-down, nel (28.7) — —
Gain on sale of g-fired plants — — 47.1
Non-qualifying hedge: (70.7) 2.C 39.2
Workforce reduction cos' 9.3 (2.4) 7.0
Total Other Item: $ (1,862.9% (11.6% 65.C

Above amounts include intercompany transactiomsighted in our Consolidated Financial StatementsteNB provides a reconciliation of operating resuity segment to our Consolida
Financial Statement:

Revenues and Fuel and Purchased Energy Exper

Our merchant energy business manages the reveruesalize from the sale of energy and energy-rélpteducts to our customers and our
costs of procuring fuel and energy. The differebeveen revenues and fuel and purchased energpsegencluding all direct expenses,
represents the gross margin of our merchant ermrgiypess, and this measure is a useful tool fasagsy the profitability of our merchant
energy business. Accordingly, we believe it is appiate to discuss the operating results of ourctremt energy business by analyzing the
changes in gross margin between periods. In magaginportfolio, we may terminate, restructureaoquire contracts. Such transactions are
within the normal course of managing our portfaitd may materially impact the timing of our recdigm of revenues, fuel and purchased
energy expenses, and cash flows.

In the third quarter of 2007, we changesittanagement of the wholesale procurement funfioretail gas activities from our Customer
Supply operation to our Global Commaodities operatio connection with this change, we began togeosvely account for the underlying
retail gas contracts as derivative contracts stibgemark-to-market accounting, under which charigdair value are recorded in revenues as
they occur. This activity was previously accourfi@don a gross basis and recorded in accrual reaseand fuel and purchased energy
expenses. The change to market-to-market accoufatirifis activity reduced both our accrual revenaad fuel and purchased energy
expenses in 2008 and 2007. However, the changa hadimal impact on gross margin.

We discuss our merchant energy revenuesafud purchased energy expenses, and gross nieigin.

Revenues

Our merchant energy revenues decreased $1,971i@mil 2008 compared to 2007 and increased $1%Tdlion in 2007 compared to 2006
primarily due to the following:

2008 2007
vs. 200" vs. 200t

(In millions)
Change in Global Commodities m-to-market revenues due to (unfavorable) favorable gésiin power and gas pric $ (409 % 71
Change in contract prices and volume of busineissauily related to our coal and international fleigperatior (281) 71€
Realization of higher contract prices on wholesaid retail load at our Global Commodities and QustoSupply operatiol 656 1,157
All other (substantially all due to change in gasgorement activities (1,94¢) (361)
Total (decrease) increase in merchant reve $(1,979) $ 1,57¢

Fuel and Purchased Energy Exper




Our merchant energy fuel and purchased energy segatecreased $1,710.4 million in 2008 compar@@@3d and increased $1,245.5 million
in 2007 compared to 2006 primarily due to the follng:

2008 2007
vs. 200" vs. 200t

(In millions)
Change in Global Commodities m-to-market expenses related to international coal mseltontract $ (106) $ 18
Change in contract prices and volume of busineissapily related to our coal and freight operat (23¢) 738
Realization of higher contract prices on wholeseid retail purchases at our Global CommoditiesGustomer Supply operatic 71C 812
(Decrease) increase in synfuels expenses due tmsap of tax credits in 200 (14)) 3€
All other (substantially all due to change in gasgorement activities (1,935 (354)
Total decrease in merchant energy revel $(1,710 $ 1,24¢
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Gross Margin

We analyze our merchant energy gross margin ifalf@ving categories.

. Generation—our operation that owns, operates, aidtains fossil, nuclear, and renewable generdéaoijties and holds
interests in qualifying facilities, and power pretigin the United States and Canada. We presegtrtiss margin results of this
operation based on a 100% hedged assumption faott#lio, related to both output from the faddg and the fuel used to
generate electricity. The assumption is based eowing hedges at current market prices with treb@lCommodities
operation at the end of each prior fiscal yearrtheoto ensure that the Generation operation g hddged. Therefore, all
commodity price risk is managed by and presenteddmesults of our Global Commodities operatiodiasussed below.
Changes in gross margin of our Generation operatimimg the period are due to changes in the lefveltput from the
generating assets, and changes in gross margir®etyears are a result of changes in prices arettegoutput.

. Customer Supp—our loac-serving operation that provides energy productssamdices to wholesale and retail electric
natural gas customers, including distribution tiéi§i, cooperatives, aggregators, and commerciddisinial and governmental
customers. We present the gross margin resultisobperation based on the gross margin value wfaustomer supply
arrangements at the time of execution assumingémated level of customer usage and the impaahgfchanges in the
underlying usage of the customers based on aateajg deliveries. Changes in estimated customegeusssult from attrition
(customers changing suppliers) or variable loakl (¢eanges in actual usage when compared to expastge). All commodity
price risk is presented in and managed by our GiGbenmodities operation.

. Global Commoditie—our marketing, risk management, and trading opardtiat manages contractually owned physical a¢
including generation facilities, natural gas prdigs; international coal sourcing and freight asgetovides risk management
services, uranium marketing services, and tradesggrand energy-related commodities. This opergironides the wholesale
risk management function for our Generation and@uesr Supply operations, as well as our structpreducts and energy
investments portfolios, and includes our merchaetgy business' actual hedged positions with théndies. Therefore, changes
in gross margin for this operation result mosthynfrchanges in commaodity prices and positions adt@ssarious commodities
and regions in which we transact.

We provide a summary of our gross margirttiese three components of our merchant energpésnssas follows:

2008 2007 2006
(Dollar amounts in millions)
% of % of % of
Total Total Total
Gross margin:
Generatior $1,95¢ 66%$1,70C 53%%$1,49C 51%
Customer Suppl 765 25 88¢ 27 764 26
Global Commoditie: 26C 9 654 20 65€ 23
Total $2,981 100% $3,24: 10(% $2,91C 10(%
In December 2006, we completed the satbexe gas-fired plants:
Capacity
Facility (MW) Unit Type Location
High Desert 83C Combined Cycl California
Rio Nogales 80C Combined Cycl Texas
Holland 665 Combined Cycl Illinois
University Par! 30C Peaking Illinois
Big Sandy 30C Peaking West Virginie
Wolf Hills 25C Peaking Virginia

This sale impacted our results of operagind cash flows for 2006 when compared to 2007 diseuss the sale of these gas-fired
generating facilities ilNote 2 to Consolidated Financial Statements.

Generation

The $256 million increase in Generation gross nmairg2008 compared to 2007 is primarily due toftikowing:

. $245 million increase from higher energy pricestfa output of our generating assets in the PJMN®wl York regions based
on prices established at the end of 2007 (see Gramodities discussion below for impact of pratenges during 2008), a
. $11 million of higher earnings for lower planned amplanned outages at our nuclear and fossil pl

The $210 million increase in generationsgromargin in 2007 compared to 2006 is primarily tuapproximately $290 million increase
from higher energy prices for the output of ourgrating assets in the PJM and New York regionsdeserices established at the end of
2006 (see Global Commaodities discussion belowrfgract of price changes during 2007). This increeae partially offset by lower gross
margin due to the absence of approximately $80damilbf gross margin associated with the gas plgraswere sold in December 20(



Customer Supplh

The $124 million decrease in Customer Supply gnaasgin in 2008 compared to 2007 is primarily duéh following:
. $112 million of lower gross margin related to urdeable price movements and lower volumes in owilrpbwer operation,
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$49 million of lower gross margin related to lowealization of contracts executed in prior periadd lower new business
originated and realized during the year at our whale power operation, and

. $27 million of lower mar-to-market results in our retail gas operation. Weuisahis in more detail in ttMark-to-Market
section.

These decreases were partially offset lpy@apmately $64 million of higher gross margin tteld to our retail gas operation primarily due
to the acquisition of Cornerstone Energy on Julg007.

The $125 million increase in Customer Sympbss margin in 2007 compared to 2006 is primatile to approximately $182 million of
higher realization of contracts executed in prieripds and new contracts executed, including thi#gim of contracts acquired in the southe
United States, primarily for our wholesale anditgtawer operations. These increases were partidiiet by the following:

. $30 million of lower gross margin related to loweicgs, partially offset by higher volumes relatedbtrr retail gas operatio
and

. $27 million of lower mar-to-market results in our retail gas operation. Weuisahis in more detail in ttMark-to-Market
section.

Global Commodities

We present Global Commodities results in the foltmycategories:

. Portfolio Management and Trad—our centralized risk management service relatehergy price risk associated with ¢
generation fleet, wholesale and retail customeplsupusiness, and our structured products portfdfialso deploys risk capital
in traded energy markets.

. Structured Productsedstomized risk management products in the povear, gpal and freight markets (e.g., generatios,tgh:
transport and storage, and global coal and frdagfistics).
. Energy Investments—investments in energy assetgtimaarily include natural gas properties andiatjmterest in an entity

that owns dry bulk cargo vessels.

As previously discussed in tBegnificant Eventsection, the energy markets were affected by satistaolatility in commodity prices
during 2008. These market impacts are reflectedar$394 million decrease in gross margin from@labal Commodities operation during
2008 compared to the same period of 2007 primdrily to $698 million of lower gross margin in ourtiaio management and trading
activities, partially offset by $208 million of Higr gross margin in our structured products padfahd $96 million of higher gross margin in
our energy investments portfolio. We discuss tlubsanges below.

The $698 million of lower gross margin tethto our portfolio management and trading openagire due to the following:

. $282 million of lower gross margin related to ourtfaio of contracts subject to me-to-market accounting. We discuss th
transactions in more detail in tMark-to-Marketsection.
. $206 million of lower gross margin related to polifananagement of positions arising from our Getiena Customer Supph

structured products, and energy investments aetvitue to the impact of unfavorable changes iceprof power, natural gas,
and coal on those positions (see the descriptidheoéffects of pricing on Generation and CustoSwgrply activities,

. $70 million related to writ-downs of our emission allowance inventory to reflaarent market price decreases. We discus:
in more detail ifNlote 2 to Consolidated Financial Statements
. $55 million related to the bankruptcy of one of demestic coal suppliers. During the first quarte2@08, as a result of

default by the supplier, we terminated our derixationtracts with the supplier, reclassified tHatssl asset to accounts
receivable, and fully reserved the amount.

. $43 million related to losses recognized on hedlyesto ineffectiveness and certain cish+ hedges that no longer qualified
hedge accounting.
. On October 31, 2008, we discontinued the use oféedcounting for derivative contracts that presipuwere accounted for i

cash-flow hedges within the international commeditbperation. From that date, subsequent chandeis iralue of those
derivative contracts have been recorded in earnigBecember 31, 2008, we concluded that the coatluin of the decline in
value associated with the previously hedged trdiwectogether with the related balances remaimiraccumulated other
comprehensive income, would lead to the recognitioam net loss in one or more future periods. Achswe recognized a loss
$42 million during the fourth quarter of 2008.

These decreases in gross margin relatedrtportfolio management and trading activities agtially offset by higher gross margin of:

. $208 million from gains in our structured produgtstfolio, consisting of approximately $135 milli@s a result of the
termination and sale of in-threoney energy purchase contracts, coal supply adsfrand freight contracts to eliminate or rec
operation and performance risk with certain coy#gres, and approximately $73 million related ighler realization of
contracts executed in prior periods, and

. $96 million in our energy investments operation ity due to approximately $67 million related tiglner realization o



contracts executed in prior periods and a $29 aniljain on sale of a dry bulk vessel in our shiggaint venture. We discuss
this sale in more detail iNote 2 to Consolidated Financial Statements

The $2 million decrease in gross margimfiaur Global Commaodities operation in 2007 as camgb#o the same period in 2006 is
primarily due to lower gross margin of $43 millionour portfolio management and trading operatiod $34 million of lower gross margin in
our structured products
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portfolio, partially offset by higher gross margih$75 million related to our energy investmentstfpio. We discuss these changes below.

The decrease in gross margin of $43 miltéisra result of portfolio management and tradingiimarily related to the following:

. $139 million related to losses recognized on hedigesto ineffectiveness and certain cash-flow hediat no longer qualified
for hedge accounting during the year,
. $72 million of lower gross margin related to porifoinanagement of positions arising from our GenenaiCustomer Suppl

and structured products activities due to the impaanfavorable changes in prices of power, nat@a, and coal on those
positions (see the description of the effects afipg on Generation and Customer Supply activitiethe preceding sections).

These decreases were partially offset [B8$tillion of higher gross margin related to ourtfidio of contracts subject to mark-to-market
accounting, including higher earnings of $28 milli@lated to increased origination gains primaa#gociated with nonderivative contracts that
were amended to reduce counterparty nonperformasicaesulting in the contracts becoming derivesivor which mark-tanarket accountin
is required. We discuss these transactions in meta! in theMark-to-Marketsection,

The decrease in gross margin of $34 milf@mrthe structured products portfolio is primaniglated to fewer contract terminations and
sales during 2007 as compared to 2006.

These decreases were partially offset bipen@ase in gross margin of $75 million from timergy investments portfolio, primarily related
to the following:

. $44 million of earnings related to our natural gagperties, including the acquisition of workingdrests in gas producing fields
in Oklahoma. We discuss this in more detail initlete 15 to Consolidated Financial Statemerdad
. $31 million due to higher realization from contraetecuted in prior periods and higher new busioeggnated and realize

during the period.
Mark-to-Market

Mark-to-market results include net gains and lo$sms origination, trading, and risk managemenivéats for which we use the mark-to-
market method of accounting. We discuss theseitietivand the mark-to-market method of accountmgore detail in th€ritical Accounting
Policiessection and ifNote 1 to Consolidated Financial Statements

As a result of the nature of our operatiand the use of mark-to-market accounting for aedativities, mark-to-market earnings will
fluctuate. We cannot predict these fluctuationd,tbe impact on our earnings could be material.digeuss our market risk in more detail in
Risk Managemersection. The primary factors that cause fluctuationour mark-to-market results are:

changes in the level and volatility of forward coouity prices and interest rate

counterparty creditworthines

the number and size of our open derivative positiamd

the number, size, and profitability of new trangaw, including termination or restructuring of tithg contracts

As discussed earlier, we are currently sseg the ongoing capital requirements of the nmartknergy business and are pursuing various
alternative strategies. Additionally, we have famisur activities on reducing capital requiremergducing long-term economic risk, and
reducing short-term liquidity requirements. Thestoms may impact the future results of the mertleaergy business, particularly the size of
and potential for changes in fair value of actastsubject to mark-to-market accounting.

The primary components of mark-to-marksttts are origination gains and gains and lossens fisk management and trading activities.

Origination gains arise primarily from coatts that our Global Commodities operation stmgstio meet the risk management needs of
our customers or relate to our trading activitiBgnsactions that result in origination gains meyuhique and provide the potential for
individually significant revenues and gains frorsigle transaction.

Risk management and trading—mark-to-mametesents both realized and unrealized gainsasé$ from changes in the value of our
portfolio, including the effects of changes in \ation adjustments. In addition to our fundameritd management and trading activities, we
also use non-trading derivative contracts subjeatark-to-market accounting to manage our expasucbanges in market prices as a result of
our gas transportation and storage activities, evnilgeneral the underlying physical transacti@isted to our gas transportation and storage
and freight activities are accounted for on an @a&ichasis. We use other non-trading derivativesimations subject to mark-to-market
accounting to manage our exposure to changes iketjarices related to our other activities thatageounted for on an accrual basis.

We discuss the changes in mark-to-marlstlitebelow. We show the relationship between carkato-market results and the change in
our net mar-to-market energy asset later in this sect
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Mark-to-market results were as follows:

2008 2007 2006

(In millions)
Unrealized mark-to-market results
Origination gains $73€ $ 41¢ $ 13EF
Risk management and trad—mark-to-market
Unrealized changes in fair val 159.¢ 500.¢ 387.¢
Changes in valuation technigt — — —
Reclassification of settled contracts to reali 48.z  (369.9) (372.)
Total risk management and trac—mark-to-market 208.( 131k 5.2
Total unrealized ma-to-market* 281.¢ 173.¢ 28.¢
Realized mark-to-market (48.2) 369.% 372.1
Total marl-to-market result: $233.€ $542.7 $400.¢
* Total unrealized mark-to-market is the sum of arigion transactions and total risk management aading—mark-to-market.

Total mark-to-market results decreased $368llion during the year ended December 31, 26@8pared to the same period of 2007
primarily due to unrealized changes in fair valliee period-to-period variance in unrealized charngéair value was primarily due to lower
gains from unrealized changes in fair value of $84illion from risk management and trading, pditiaffset by an increase in origination
gains of $31.9 million. We discuss the increaserigination gains below.

The net decrease in risk management adthga@ains of $341.0 million was primarily due to:

. $619 million of increased losses primarily relateghower and transmission trading activities inroetheast, PJIM, and ERCOT
regions due to unfavorable price movements, exacwuf transactions to reduce our risk position iaat with changes in our
strategy, and execution of those transactionssis liguid market conditions,

. lower gains of $29 million from our emissions tragliactivities due primarily to unfavorable pricewvaments, an

. $104 million of increased losses related to unfalerarice movements on certain economic hedgesasfial transaction:
primarily related to gas transportation and storaag freight activities that do not qualify forame not designated as cash-flow
hedges.

The risk management and trading resultewartially offset by:

. $356 million of gains primarily as a result of faabte price movements relating to economic hedgaéshndubstantially
increased in value as coal prices decreased ifotith quarter of 2008. These positions were praslipaccounted for as cash-
flow hedges and were de-designated due to the acedwsale of our international commodities operatamd

. $55 million of gains primarily related to our wholés and retail gas businesses due to favorable pravements on our sales
wholesale and retail natural gas.

Total mark-to-market results increased $84dillion during the year ended December 31, 288Yipared to the same period of 2006
primarily due to:

higher gains from unrealized changes in fair valti$113.4 million, anc
. an increase in origination gains of $28.4 milli

We discuss the increase in origination gaielow.

The $113.4 million in higher gains from ealized changes in fair value was primarily drivogmn

. $73 million of gains related to our emissions tragactivities due primarily to favorable price mowents,

. $69 million of gains related to our coal and freigbttfolio management and trading activities prifiyatue to favorable pric
movements, and

. $13 million of gains related to power, transmissiand natural gas in the northeast, PJM, and ER@Qibns due to favorable

price movements and increased volume.

These gains were partially offset by $4Riam of losses related to unfavorable price moveta@n certain economic hedges of accrual
transactions that do not qualify for or are notigiested as cash-flow hedges, primarily relatingds transportation and storage and freight
activities.

Origination gains arose primarily from:

6 transactions in 2008, which are discussed in rdetail below, ant
. 1 transaction in 2007, which is discussed in mataitlbelow.



The recognition of origination gains is geally dependent on the availability of sufficiettservable market data that validates the initial
fair value of the contract. Liquidity and markenditions impact our ability to identify sufficientbjective market-price information to permit
recognition of origination gains. As a result, vehilur strategy and competitive position providedpportunity to continue to originate such
transactions, the level of origination gains weake to recognize may vary from year to year eesalt of the number, size, and market-price
transparency of the individual transactions exetineany period.

During 2008, our Global Commodities opematamended certain nonderivative contracts to atgigounterparty performance risk under
the existing contracts. As a result of these amemisy the revised contracts are derivatives suljattark-to-market accounting under SFAS
No. 133. The change in accounting for these cot#tfasm nonderivative to derivative resulted in stamtially all of the origination gains fi
2008 presented in the table above.

During 2007, our Global Commodities operatamended certain nonderivative power sales atstsaich that the new contracts became
derivatives subject to mark-to-market accountingarrSFAS No. 133. Simultaneous with the amendinp@honderivative contracts, we
executed at current market prices several newttifigederivative power purchase contracts subjechark-to-market accounting. The
combination of these transactions resulted in suibistly all of the origination gains presented 2007 in the preceding table,
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as well as mitigated our risk exposure under therated contracts.

The origination gains in 2007 from thesm#zactions was partially offset by approximatel2 $dillion of losses in our accrual portfolio
due to the reclassification of losses related shdtow hedges previously established for the aredmbnderivative contracts from
"Accumulated other comprehensive loss" into eamimg the absence of these transactions, the edonvaoe represented by the origination
gains and the losses associated with cash-flowdsediguld have been recognized over the remaining o€ the contracts, which extended
through the first quarter of 2009.

Derivative Assets and Liabilitie

Derivative assets and liabilities consisted offtiiwing:

At December 31 2008 2007
(In millions)

Current assetl $1,465.C $ 760.¢
Noncurrent asse 851.¢ 1,030.:
Total asset 2,316.¢ 1,790.¢
Current liabilities 1,241.¢ 1,134.
Noncurrent liabilities 1,115.( 1,118.¢
Total liabilities 2,356.6 2,253
Net derivative positiol $ (40.0 $ (462,
Composition of net derivative exposu

Hedges $(1,837.¢) $ (937.6)
Mark-to-market 1,485.¢ 673.(
Net cash collateral included in derivative balar 311.5 (297.9
Net derivative positiol $ (40.0 $ (462,

As discussed in o@ritical Accounting Policiesection, our "Derivative assets and liabilitietlide contracts accounted for as hedges
and those accounted for on a mark-to-market bkisse amounts are presented in our Consolidateth8alSheets after the impact of netting,
which is discussed in more detailNiote 1 to Consolidated Financial Statemeriisie to the impacts of commodity prices, the nundi@pen
positions, master netting arrangements, and aoffigetisk positions on the presentation of our datiike assets and liabilities in our
Consolidated Balance Sheets, we believe an evaiuafithe net position is the most relevant measand is discussed in more detail below.
However, we present our gross derivatives as reduiy SFAS No. 15Fair Value Measurementdn Note 13 to Consolidated Financial
Statements.

The increase of $900.0 million in our netidative liability subject to hedge accountingcgirDecember 31, 2007 was due primarily to
$1,232 million of unrealized losses associated wxisting hedge positions due to unfavorable prlt@nges. These losses were partially offset
by $332 million related to the settlement of outtted-money cash-flow hedges during 2008. To therexhat these hedges are effective, these
unrealized losses will be offset by unrealized gain the related hedged transactions that wilebézed when those transactions affect
earnings. We record any hedge ineffectivenessrinirggs as it occurs.

The following are the primary sources & thange in our net derivative asset subject td&4twamarket accounting during 2008 and 2C

2008 2007
(In millions)

Fair value beginning of ye: $ 673.C $454.1
Changes in fair value recorded in earni

Origination gains $ 73.€ $ 41.¢

Unrealized changes in fair val 159.¢ 500.¢

Changes in valuation technigt — —

Reclassification of settled contracts to reali 48.2 (369.9)
Total changes in fair valt 281.¢ 173.¢
Changes in value of exchar-listed futures and optior 571.% 18.€
Net change in premiums on optic 19.2 (29.0
Contracts acquire — 83.¢
Other changes in fair valu (59.9) (37.9
Fair value at end of ye: $1,485.¢ $673.(

Changes in our net derivative asset sultjectark-to-market accounting that affected earsiwgre as follows:

. Origination gains represent the initial unrealizeid value at the time these contracts are exedotdite extent permitted t
applicable accounting rules.
. Unrealized changes in fair value represent unredlchanges in commodity prices, the volatility pfions on commodities, tt

time value of options, and other valuation adjusttss



. Changes in valuation techniques represent improwesie estimation techniques, including modelingd ather statistice
enhancements used to value our portfolio to mocerately reflect the economic value of our consact

. Reclassification of settled contracts to realizegresents the portion of previously unrealized amwsettled during the peric
and recorded as realized revenues.

The net mark-to-market derivative assat alsanged due to the following items recorded toaats other than in our Consolidated
Statements of Income (Loss):

. Changes in value of exchar-listed futures and options are adjustments to remumwealized revenue from excha-traded
contracts that are included in nonregulated revenliee fair value of these contracts is recordéd\atounts receivable" rather
than "Derivative assets" in our Consolidated BagaBheets because these amounts are settled thoougrargin account with a
third-party broker.

. Net changes in premiums on options reflects thewaing for premiums on options purchased as amase in the ne
derivative asset and premiums on options solddeceease in the net derivative asset.
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. Contracts acquired represents the initial fair gafiacquired derivative contracts recorded in Nzgive assets and liabilities"
our Consolidated Balance Sheets.
. Other changes in fair value include transfers oivégive assets and liabilities between accountirgghods resulting from tf

designation and de-designation of cash-flow hedges.

Effective January 1, 2008, we adopted SR&S157 for our financial assets and liabilitiesiieh defines fair value, establishes a
framework for measuring fair value, and requiresaie disclosures about fair value measuremenisvBablue is the price that a market
participant would receive to sell an asset or payansfer a liability in an orderly transactiortween market participants at the measurement
date (exit price).

Consistent with the exit price concept, mpdoption we reduced our derivative liabilitiegeflect our own credit risk. As a result, during
the first quarter of 2008 we recorded a pre-taxictidn in "Accumulated other comprehensive los&dling $10 million for the portion related
to cash-flow hedges and a peec gain in earnings totaling $3 million for therrainder of our derivative liabilities. All other acts of adoptic
were immaterial. We discuss SFAS No. 157 and howdetermine fair value in more detailliote 13 to Consolidated Financial Statements

The settlement terms of the portion of et derivative asset subject to mark-to-market aeting and sources of fair value based on the
fair value hierarchy established by SFAS No. 1%/ follows as of December 31, 2008:

Settlement Term

Thereafter Fair Value

2009 2010 2011 2012 2013 2014
(In millions)
Level 1 $(19¢9) ¢ — $ — $ — $ — $— $ — % (199
Level 2 520.( (45.¢) 196.¢ 99.¢ (16.)) (0.9 (0.6) 753.¢
Level 3 312.7  343¢ 1474  (38.f) (11.9 2.8 (4.9 752.(
Total net derivative asset (liability) subject tank-to-market
accounting $812.¢ $298.1 $344.. $61.1 $(27.5) $25t $ (5.5 $1,485.¢

Management uses its best estimates torditerthe fair value of commodity and derivative tants it holds and sells. These estimates
consider various factors including closing exchaage over-the-counter price quotations, time vahadatility factors, and credit exposure.
Additionally, because the depth and liquidity of fhower markets varies substantially between regioml time periods, the prices used to
determine fair value could be affected significay the volume of transactions executed. Futureketgrices and actual quantities will vary
from those used in recording mark-to-market enaggets and liabilities, and it is possible thatstariations could be material.

We manage our mark-to-market risk on afpbiotbasis based upon the delivery period of aumtacts and the individual components of
the risks within each contract. Accordingly, we rage the energy purchase and sale obligations wuderontracts in separate components
based upon the commodity (e.g., electricity or gén&) product (e.g., electricity for delivery dugipeak or offpeak hours), the delivery locati
(e.g., by region), the risk profile (e.g., forwamdoption), and the delivery period (e.g., by moatid year).

The electricity, fuel, and other energytcacts we hold have varying terms to maturity, iagdrom contracts for delivery the next hou
contracts with terms of ten years or more. Becansactive, liquid electricity futures market comgdale to that for other commaodities has not
developed, many contracts are direct contractsdmivnarket participants and are not exchange-tradfidancially settling contracts that can
be readily offset in their entirety through an exige or other market mechanism. Consequently, detrer market participants generally
realize the value of these contracts as cash fl@gsme due or payable under the terms of the aistrather than through selling or
liquidating the contracts themselves.

In order to realize the entire value obag-term contract in a single transaction, we waddd to sell or assign the entire contract. If we
were to sell or assign any of our long-term congraw their entirety, we may not realize the entiatue reflected in the preceding table.
However, based upon the nature of our Global Conitiesdperation, we expect to realize the valuthese contracts, as well as any contracts
we may enter into in the future to manage our sler time as the contracts and related hedgds geticcordance with their terms. Generally,
we do not expect to realize the value of theseraoty and related hedges by selling or assigniagdimtracts themselves in total.

Operating Expenses

Our merchant energy business operating expensesased $62.1 million during 2008 compared to 2008ty due to lower performance-
based labor and benefit costs at our merchant gheiginess of $129.2 million, partially offset bigher non-labor operating expenses of
$67.1 million, which included approximately $32 lioih of higher bad debt expense.

Our merchant energy business operatingresgzeincreased $242.4 million during 2007 comptré06 mostly due to an increase at our
Global Commodities and Customer Supply operatioteding $218.4 million, primarily related to therdmued growth of this operation and
higher compensation and benefit co
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Impairments and Other Cosi

Our impairments and other costs are discussed e ohetail inNote 2 to Consolidated Financial Statements
Workforce Reduction Costs

Our merchant energy business recognized expensesiagd with our workforce reduction efforts ascdissed in more detail Mote 2 to
Consolidated Financial Statements

Merger Termination and Strategic Alternatives Cos

We discuss costs related to the terminated mergkeridAmerican, the conversion of the Series AfBneed Stock, the Investment Agreement
with EDF and our pursuit of other strategic alt¢ires inNote 2 to Consolidated Financial Statements

Depreciation, Depletion and Amortization Expen

Merchant energy depreciation, depletion, and ameitin expenses increased $17.2 million in 2008payed to 2007 mostly due to increased
depletion expenses related to our upstream najagabperations as a result of increased drillimh@oduction, partially offset by the cessation
of operations at our synfuel facilities in DecemBég?7.

Merchant energy depreciation, depletion amortization expenses increased $11.2 millic20®7 compared to 2006 mostly due to:

. $30.9 million related to our upstream natural gaerations, primarily due to acquisitions made i020and
. $6.2 million primarily related to additions to ounclear facilities, including the impact of the uggrat our Ginna facility in 200

These increases were partially offset by.@2nillion primarily related to the absence of dggiation associated with the gas plants that
were sold in December 2006.

Taxes Other Than Income Taxes

Taxes other than income taxes increased $14.lomili 2008 compared to 2007, primarily due to $filion in higher property and franchise
taxes at our Generation operation, $2.9 milliohigher gross receipts taxes at our retail cust@upply operation, and $1.4 million of higher
production taxes related to our upstream gas pinduywoperties.

Taxes other than income taxes decreas@&m$iflion in 2007 compared to 2006, primarily dee$5.8 million lower gross receipts tax at
our retail customer supply operation and a $4.#onidecrease due to the sale of our gas-firedtplan

Gains on Sale of Assets

During 2008, we recognized net gains of $25.5 orillincluding a $14.3 million gain, net of the miity interest gain of $0.7 million, related
the sale of our working interests in oil and natges producing wells in Oklahoma to Constellattorergy Partners that was completed in the
first quarter of 2008.

We discuss our gains on sale of assetoie metail inNote 2 to Consolidated Financial Statements.
Regulated Electric Business
Our regulated electric business is discussed mildetitem 1. Business—Electric Businsgstion.

Results

2008 2007 2006

(In millions)
Revenue! $2,679.. $2455.° $2,115¢
Electricity purchased for resale expen (1,880.) (1,500.) (1,167.9
Operations and maintenance expetr (380.5) (376.7) (351.9
Workforce reduction cos’ (4.6) — —
Merger termination and strategic alternatives cb: — — 3.3
Depreciation and amortizatic (184.2) (187.9) (181.5)
Taxes other than income tax (139.7) (140.2) (134.9
Income from Operation $ 91z $ 251¢ $ 2771

Net Income $ 1.1 $ 97.¢ $ 120z




Other Items Included in Operations (a-tax):

Maryland settlement crec $ (1265 $ — 3 —
Effective tax rate impact of Maryland settlementesgen 16.C — —
Workforce reduction cos' (2.8) — —
Merger termination and strategic alternatives cb: — — (0.8)
Total Other Item: $ (1139 $ — $ (09

Above amounts include intercompany transactiomairlited in our Consolidated Financial Statementste8 provides a reconciliation
operating results by segment to our ConsolidatethRcial Statements.

*

Costs allocated to the regulated electric busirgagsng 2008 prior to the transaction with EDF halveen allocated to the merchant
energy segment.

Net income from the regulated electric hass decreased $96.8 million in 2008 compared @3 2@rimarily due to the impact of the
Maryland settlement credit of $126.5 million aftax, partially offset by the impact on the effeetiax rate of the Maryland settlement cred
$16.0 million and reduced depreciation and amditireexpense of $2.0 million after-tax.

Net income from the regulated electric hass decreased $22.3 million in 2007 compared @6,26rimarily due to the following:

increased operations and maintenance expense® & $illlion after-tax mostly due to higher labodarenefits costs,
. increased depreciation and amortization of $3.@anikafter-tax, and
. increased taxes other than income taxes of $3/Bbmaéfter-tax.

The decrease was partially offset by aneiase in revenues less electricity purchased faleeexpenses of $4.4 million after-tax, which
includes the impact of Senate Bill 1 credits.
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Electric Revenue:

The changes in electric revenues in 2008 and 266ipared to the respective prior year were caused by

2008 2007

(In millions)
Distribution volumes $ (15.0 $ 19.£
Maryland settlement crec (189.7) —
Revenue decouplin 12.5 —
Standard offer servic 79.4 267.¢
Rate stabilization credi 287.: 34.¢
Rate stabilization recove 43.1 36.1
Financing credit: (9.2) (7.5
Senate Bill 1 credit 3.3  (29.9)
Total change in electric revenues from electricesyssale: 212.¢4  320.¢
Other 11.€ 19.C
Total change in electric revent $224.C $339.¢

Distribution Volume:

Distribution volumes are the amount of electrid¢ltgt BGE delivers to customers in its service teryi

The percentage changes in our electrieryslistribution volumes, by type of customer, i©2@&nd 2007 compared to the respective |
year were

200¢ 2007
Residentia (2.6% 3.7%
Commercial (3.€) 3.6
Industrial (6.9 0.2

In 2008, we distributed less electricityrésidential and commercial customers due to milgeather and decreased usage per customer,
partially offset by an increased number of cust@n@fe distributed less electricity to industriastamers primarily due to decreased usage per
customer.

In 2007, we distributed more electricityrésidential customers due to colder winter weadiner an increased number of customers,
partially offset by decreased usage per customerdistributed more electricity to commercial cusérsndue to increased usage per customer,
colder winter weather, and an increased nhumbeustbemers. We distributed essentially the same atrafuglectricity to industrial customers.

Maryland Settlement Crec

As discussed in more detail Note 2 to Consolidated Financial StatemerB$GE entered into a settlement agreement wittStage of

Maryland and other parties, which provided residgmiectric customers a credit totaling $170 pestomer. The estimated settlement of
$188.2 million was accrued in the second quart@06B and a total of $189.1 million was creditedwstomers in the third and fourth quarters
of 2008.

Revenue Decouplir

Beginning in 2008, the Maryland PSC allows us twrd a monthly adjustment to our electric distribntrevenues from residential and small
commercial customers to eliminate the effect ofcaibral weather and usage patterns per customerroglextric distribution volumes. This
means our monthly electric distribution revenuesésidential and small commercial customers ase@@n weather and usage that is
considered "normal” for the month. Therefore, wililese revenues are affected by customer growgk wfil not be affected by actual weather
or usage conditions.

Standard Offer Service

BGE provides standard offer service for customieas dlo not select an alternative supplier. We dis¢he provisions of Maryland's Senate Bill
1 related to residential electric rates in Bwesiness Environment—Regulation—Maryland—Sendte Bind 40Gection.

Standard offer service revenues increas@®08 compared to 2007 mostly due to higher stanoléer service rates, partially offset



lower standard offer service volumes.

Standard offer service revenues increas@®07 compared to 2006, primarily due to an ireeda the standard offer service rates
following the expiration of residential rate freesgrvice in July 2006, partially offset by lowearstlard offer service volumes.

Rate Stabilization Credit

As a result of Senate Bill 1, we were requiredefed from July 1, 2006 until May 31, 2007 a portafrthe full market rate increase resulting
from the expiration of the residential rate fredmeaddition, we offered a plan also required ur8enate Bill 1 allowing residential customers
the option to defer the transition to market rdtem June 1, 2007 until January 1, 2008.

Revenues in 2008 increased compared to 80870 lower rate stabilization credits as a ttesfuthe expiration of the rate stabilization
plans.

In 2007 compared to 2006, revenues incrbdae to lower rate stabilization credits providedesidential electric customers as a result of
the end of the first deferral period on May 31, 20@artially offset by the additional deferrals idigrthe second deferral period, which endei
December 31, 2007.

Rate Stabilization Recove

In late June 2007, BGE began recovering amountyeief during the first rate deferral period thadeshon May 31, 2007. In April 2008, BGE
began recovering amounts deferred during the secadleferral period that ended on December 317.Z0he recovery of the second rate
deferral will occur over a 2ironth period that began April 1, 2008 and endindpenember 31, 2009. The recovery of the first stdbilizatior
plan will occur over approximately ten years.
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Financing Credits

Concurrent with the recovery of the deferred amsuelated to the first rate deferral period, we@viding credits to residential customers to
compensate them primarily for income tax beneftoaiated with the financing of the deferred amswvith rate stabilization bonds. We
discuss the rate stabilization bonds in more detailote 9 to Consolidated Financial Statements

Senate Bill 1 Credits

As a result of Senate Bill 1, beginning Januar2dQ7, we were required to provide to residentiatilc customers a credit equal to the ami
collected from all BGE electric customers for tledmmissioning of our Calvert Cliffs Nuclear Powant and to suspend collection of the
residential return component of the administratikarge collected through residential SOS ratesutiiraviay 31, 2007. Under an order issued
by the Maryland PSC in May 2007, as of June 1, 2@@7were required to reinstate collection of th&idential return component of the
administration charge in rates and to provideedldential electric customers a credit for thedesiial return component of the administrative
charge. Under the Maryland settlement agreemernthws discussed in more detailfote 2 to Consolidated Financial StatemerB&GE was
allowed to resume collection of the residentialinetportion of the administrative charge from Jan2008 through May 31, 2010 without
having to rebate it to residential customers.

The increase in revenues during 2008 coetptr 2007 is primarily due to the absence of teditfor the residential return component of
the administrative charge which was suspended uhddvlaryland settlement agreement, partially affselower distribution volumes.

Electricity Purchased for Resale Expens

Electricity purchased for resale expenses inclh@ecost of electricity purchased for resale tostandard offer service customers. These costs
do not include the cost of electricity purchasedibijvery service only customers. The followingleabummarizes our regulated electricity
purchased for resale expenses:

2008 2007 2006

(In millions)
Actual costs $1,821.0 $1,759.: $1,489.7
Deferral under rate stabilization pl — (287.9) (321.9
Recovery under rate stabilization ple 59.C 28.t —
Electricity purchased for resale expen $1,880.. $1,500.. $1,167.¢

Actual Costs

BGE's actual costs for electricity purchased feate increased $61.9 million for 2008 comparedX@72 primarily due to higher contract prit
to purchase electricity for our customers, pastiaffset by lower volumes.

BGE's actual costs for electricity purclthfm resale increased $269.5 million for 2007 carepl to 2006, primarily due to higher contract
prices to purchase electricity for our residentizdtomers following the expiration of contractstthare executed in 2000 as part of the
implementation of electric deregulation in Marylapdrtially offset by lower volumes.

Deferral under Rate Stabilization Pl:

The deferral of the difference between our actoatcof electricity purchased for resale and whatwe allowed to bill customers under Sel
Bill 1 ended on December 31, 2007. Since July D62We have deferred $609.2 million in electripiyrchased for resale expenses. In 2007,
we deferred $287.3 million in electricity purchagedresale expenses. These deferred expensesglying charges, are included in
"Regulatory Assets (net)" in our, and BGE's, Coidstéd Balance Sheets. We discuss the provisioBeéte Bill 1 related to residential
electric rates in thBusiness Environment—Regulation—Maryland—Sende Bénd 40Gection.

Recovery under Rate Stabilization PI:

In late June 2007, we began recovering previoustgrded amounts from customers related to ourfatgt stabilization plan. In April 2008, we
began recovering previously deferred amounts frastaners related to our second rate stabilizatian. We recovered $59.0 million in 2008
and $28.5 million in 2007 in deferred electricityrphased for resale expenses. These collectionseste payment of principal and interest
and other ongoing costs associated with rate s&atidn bonds issued by a subsidiary of BGE in RO@7.

Electric Operations and Maintenance Expens

Regulated electric operations and maintenance egsancreased $4.4 million in 2008 compared to 2003tly due to increased uncollectible
accounts receivable expense of $14.2 million, gllytoffset by $9.0 million of lower labor and béiteosts.



Regulated operations and maintenance egpéansreased $24.8 million in 2007 compared to 2006tly due to higher labor and benefit
costs and the impact of inflation on other cost$18.9 million, customer education in relation averstabilization of $5.3 million, and increa
uncollectible accounts receivable expense of $2l&bm

Workforce Reduction Costs

During the fourth quarter of 2008, we executedstroeturing of the workforce. We recognized a $#iliion pre-tax charge in 2008 related to
this reduction in force.

We incurred no workforce reduction cost2@®7 or 2006.
Electric Depreciation and Amortization Expens

Regulated electric depreciation and amortizatiqreese decreased $3.2 million in 2008 compared @3 2frimarily due to $10.0 million in
lower depreciation expense as a result of reviggdetiation rates which were implemented on Ju29Q8 for regulatory and financial
reporting purposes as part of the Maryland settiéragreement. The Maryland settlement agreemetisésissed in more detail Mote 2 to
Consolidated
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Financial Statemeni. This decrease was partially offset by additiggraberty placed in service in 2008.

Regulated electric depreciation and amatitnn expense increased $5.9 million in 2007 coegbéw 2006, primarily due to additional
property placed in service.

Taxes Other Than Income Taxes
Taxes other than income taxes increased $5.3 mii®007 in comparison with 2006, primarily dudrtoreased property taxes.
Regulated Gas Business

Our regulated gas business is discussed in detidm 1. Business—Gas Businesstion.

Results
2008 2007 2006
(In millions)

Revenues $1,024.( $962.¢ $899.t
Gas purchased for resale expenses (694_5) (639.§) (581.5)
Operations and maintenance expenses (157'5) (157.5) (1449
Workforce reduction costs (1.9) — —
Merger termination and strategic alternatives cbsts — — (1.4)
Depreciation and amortization (43'7) (46.¢) (46.0)
Taxes other than income taxes (35.49) (B6) (339
Income from Operations $ 91.2 $ 826 $ 92«
Net Income $ 37.2 $ 288 $ 37«
Other Items Included in Operations (ar-tax):

Workforce reduction costs $ @Qos — s —

Merger termination and strategic alternatives cbsts — — (0.4)
Total Other ltems $ @10 ¢ — $ (09

Above amounts include intercompany transactiomairlited in our Consolidated Financial Statementste8 provides a reconciliation
operating results by segment to our ConsolidatethRcial Statements.

* Costs allocated to the regulated gas business gu2D08 prior to the transaction with EDF have bediocated to the merchant ener
segment.

Net income from the regulated gas business incde®8¢! million in 2008 compared to 2007, primadlye to an increase in revenues less
purchased for resale expenses of $4.0 million &fteand reduced depreciation and amortization esgef $1.9 million after-tax.

Net income from the regulated gas busidesseased $8.2 million in 2007 compared to 2006)gmily due to increased operations and
maintenance expenses of $7.7 million after-tax.

Gas Revenues

The changes in gas revenues in 2008 and 2007 cethpathe respective prior year were caused by:

2008 2007

(In millions)
Distribution volumes $(5.1) $19.:
Base rate (0.7 0.2
Revenue decouplin 6.2 (20.)
Gas cost adjustmen 20.2 74.£
Total change in gas revenues from gas system 21 73.¢
Off-system sale 40.z  (11.2
Other (0.9 0.7
Total change in gas revent $61.2 $63.C

Distribution Volume:




The percentage changes in our distribution volutagsype of customer, in 2008 and 2007 compardHdaespective prior year were:

200¢
2007
Residentia (3.9% 17.7%
Commercial (3.2 14.€
Industrial 28 (119

In 2008, we distributed less gas to redideénustomers and commercial customers due toedsed usage per customer, partially offset by
an increased number of customers. We distribute mas to industrial customers mostly due to irsdaisage per customer, partially offset
by a decreased number of customers.

In 2007, we distributed more gas to redidéoustomers due to colder weather, increasegaupar customer and an increased number of
customers. We distributed more gas to commercitbeoers due to an increased number of customersader weather, partially offset by
decreased usage per customer. We distributed éss®gndustrial customers mostly due to decreasade per customer.

Revenue Decouplir

The Maryland PSC allows us to record a monthly stdjent to our gas distribution revenues to elingintae effect of abnormal weather and
usage patterns per customer on our gas distributirmes. This means our monthly gas distributerenues are based on weather and usage
that is considered "normal” for the month. Therefarhile these revenues are affected by custonoevthr they will not be affected by actual
weather or usage conditions.
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Gas Cost Adjustments

We charge our gas customers for the natural ggspilvehase from us using gas cost adjustment daaeteby the Maryland PSC as described
in Note 1 to Consolidated Financial Statemeritowever, under the market-based rates mecharppnoed by the Maryland PSC, our actual
cost of gas is compared to a market index (a measfuhe market price of gas in a given period) @ifference between our actual cost and
the market index is shared equally between shader®obnd customers.

Customers who do not purchase gas from B@Hot subject to the gas cost adjustment cldvesesuse we are not selling gas to them.
However, these customers are charged base ratesoer the costs BGE incurs to deliver their ¢amsugh our distribution system, and are
included in the gas distribution volume revenues.

Gas cost adjustment revenues increasedd@ @ompared to 2007 because we sold gas at tpglees, partially offset by less gas sold.
Gas cost adjustment revenues increaseddn @ompared to 2006 because we sold more gaglertprices.

Off-System Sales

Off-system gas sales are low-margin direct salegsfto wholesale suppliers of natural gas. Offesyggas sales, which occur after BGE has

satisfied its customers' demand, are not subjegasocost adjustments. The Maryland PSC approvedrangement for part of the margin from
off-system sales to benefit customers (througheedicosts) and the remainder to be retained by BiEEh benefits shareholders). Changes

in off-system sales do not significantly impactréags.

Revenues from off-system gas sales inccems2008 compared to 2007 because we sold gagtagrprices, partially offset by less gas
sold.

Revenues from off-system gas sales dealéas2007 compared to 2006 because we sold gasvat prices, partially offset by more gas
sold.

Gas Purchased For Resale Expenses

Gas purchased for resale expenses include th@ftgat purchased for resale to our customers amfffeystem sales. These costs do not
include the cost of gas purchased by delivery sergnly customers.

Gas costs increased $54.7 million in 200@pared to 2007 because we purchased gas at Ipigbes, partially offset by lower volumes.
Gas costs increased $58.3 million in 200mMpared to 2006 because we purchased more gas]Ipaffset by lower prices.
Gas Operations and Maintenance Expenses

Regulated gas operations and maintenance expemseased $12.7 million in 2007 compared to 2006tindsie to higher labor and benefit
costs and the impact of inflation on other cost$&® million and increased uncollectible accourtivable expense of $1.2 million.

Gas Workforce Reduction Costs

During the fourth quarter of 2008, we executedstroeturing of the workforce at our operations. i¥eognized a $1.8 million pre-tax charge
in 2008 related to this reduction in force.

We incurred no workforce reduction cost2@®7 or 2006.
Gas Depreciation and Amortization

Regulated gas depreciation and amortization expgeseased $3.1 million in 2008 compared to 20€imarily due to $3.5 million in lower
depreciation expense as a result of revised deggi@cirates which were implemented on June 1, 2008 gulatory and financial reporting
purposes as part of the Maryland settlement agneembe Maryland settlement agreement is discugsetbre detail irNote 2 to
Consolidated Financial Statements

Gas Taxes Other Than Income Taxes

Gas taxes other than income taxes increased $2i8mimn 2007 compared to 2006, primarily due torgased property taxe



Other Nonregulated Businesse

Results
2008 2007 2006
(In millions)
Revenue! $253.¢ $249.t $231.(
Operating expense (178.2) (173.%) (173.)
Merger termination and strategic alternatives c — — (0.5)
Workforce reduction cos’ (0.4) — —
(68.2) (53.7)  (37.7)

Depreciation and amortizatic

Taxes other than income tax

Income from Operation

Income from continuing operations and before cutivdaeffects of changes in accounting principletef-tax)
Income from discontinued operations (&-tax)

B0 (249 (209
$ 3€ $ 202 $ 177

47 $ 165 $ 11:°
— — 0.9

$ 47 $ 165 $ 122

©

Net Income
Other Items Included In Operations (a-tax):
Merger termination and strategic alternatives c $ — $ — $ (02
Workforce reduction cos' (0.3) — —
$ (03 $ — $ (02

Total Other Item:

Above amounts include intercompany transactiomsighted in our Consolidated Financial StatementsteN8 provides a reconciliation of operating resuity segment to our Consolida
Financial Statement:

Net income decreased $11.8 million in 2608 pared to 2007 primarily because the first quart®007 included a gain related to a sale
of a leasing arrangement that did not occur in 298 due to increased depreciation and amortizafi®8.7 million after-tax.
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Net income from our other nonregulated hesses increased $4.3 million in 2007 compare®®6 2primarily due to higher construction
volume at our energy projects business and a g#ted to a sale of a leasing arrangement, pgroéfbet by increased depreciation and
amortization of $9.5 million after-tax.

Consolidated Nonoperating Income and Expenses
Gains on Sale of CEP Equity

Gains on sale of CEP equity decreased $63.3 miitiothe year ended December 31, 2008 as CEP, uity égvestment of Constellation
Energy, did not sell additional equity in 2008 talsad during 2007.

In November 2006, CEP completed an infigblic offering of 5.2 million common units at $pér unit. As a result of the initial public
offering of CEP, we recognized a pre-tax gain d.$2million. As a result of subsequent sales ofitgday CEP, which reduced our relative
ownership percentage, we recognized pre-tax gatabrig $63.3 million in 2007. We discuss the isses of CEP equity in more detail in
Note 2 to Consolidated Financial Stateme.

Other (Expense) Income

In 2008, we had other expenses of $52.3 million &nd007 we had other income of $158.6 millione™210.9 million decrease in 2008
compared to 2007 is mostly due to lower interestiamestment income as a result of a lower avecagé balance of approximately
$850 million and an increase in other-than-tempomapairment charges related to our nuclear decasioning trust fund assets of
$156.5 million.

Other income at BGE increased $2.8 millim@008 compared to 2007 primarily due to an insegia equity funds capitalized on increg
construction work in progress in 2008.

Other income increased $92.5 million in 2@@mpared to 2006, mostly due to higher interedtiavestment income due to a higher cash
balance.

Total other income at BGE increased $20I8om in 2007 compared to 2006, primarily due trrying charges related to rate stabiliza
deferrals of "Electricity Purchased for Resale"enge. We discuss the rate stabilization defematsdre detail in th&egulated Electric
Businesssection.

Fixed Charges

Fixed charges increased $56.7 million in 2008 camghto 2007 mostly due to a higher level of inteeepense associated with the new debt
issuances and higher amortization of debt issuandecredit facility costs.

Fixed charges at BGE increased $14.6 milin2008 compared to 2007 mostly due to a higineellof interest expense associated with
the new debt issuances and higher amortizatiorlof idsuance and credit facility costs.

Fixed charges decreased $23.1 million @72€bmpared to 2006, mostly due to a lower avelags of debt outstanding.

Fixed charges at BGE increased $22.7 milin2007 compared to 2006 mostly due to interegerse recognized on debt that was issued
in October 2006 and the rate stabilization bonsisad in June 2007.

Income Taxes

Our income tax expense decreased $506.6 millioimg@008 compared to 2007 mostly due to a decrieaseome before income taxes, wh
included approximately $1.2 billion of non-tax detlble merger termination and strategic alternativests, partially offset by the absence of
synthetic fuel tax credits, which expired in 2007.

BGE's income tax expense decreased $7%8i8mduring 2008 compared to 2007 primarily duédwer pre-tax income as a result of the
$189 million Maryland settlement credit recorde®d08. We discuss the Maryland settlement agreeinenore detail ifNote 2 to
Consolidated Financial Statements.

Our income taxes increased $77.3 millioB007 compared to 2006 mostly because of an ineriegzre-tax income and a decrease in
synthetic fuel tax credits of $20 million.

In 2007, the State of Maryland increaseddrporate income tax rate from 7% to 8.25%, &ffecJanuary 1, 2008. The impact of
adjusting all existing deferred income tax assatsl@bilities for this change in the period of etraent was not material to us. However,



did impact BGE, as discussed below.

Income taxes at BGE decreased $6.2 miliid2007 compared to 2006, primarily due to lowes-fax income partially offset by the
increase in the Maryland state tax rate.

Defined Benefit Plans Expense and Funded Sta

Our actual return on qualified pension plan asfetthe purpose of computing annual net perioditspen cost in accordance with SFAS

No. 87,Employers' Accounting for Pensiowss a loss of 29.5% during 2008 as compared tassuwmption of an expected annual return on
pension plan assets of 8.75%. This loss refleetstibstantial declines in financial markets expeee through 2008. As disclosedNiote 7 to
Consolidated Financial Statementae determine the expected return on pensiongsdaats component of our annual pension expensg asin
market-related value of pension plan assets tltagrézes asset gains and losses over a five-ygadpés a result of the losses incurred
during 2008, our annual pension expense will ireedzeginning in 2009. Also, the lower fair valueoaf pension plan assets increased our
unfunded pension obligation at December 31, 20@Btlam related after-tax charge to "Accumulated otloenprehensive loss" in accordance
with SFAS No. 158Employers' Accounting for Defined Benefit Pensind &ther Postretirement PlagSFAS No. 158).

In addition to the losses experienced anpamsion plan assets during 2008, there has also & decrease in the discount rate we use to
determine our defined benefit plan liabilities. Bécember 31, 2008, our discount rate assumptioredsed to 6.00% from 6.25% in the prior
year as a result of a decrease in interest rates Viill increase our pension and postretiremengfies expense beginning in 2009 and rest
in an increase in our unfunded obligation for thpkas at December 31, 2008.

We disclose the SFAS No. 158 funded statijisstment at December 31, 2008Niote 7 to Consolidated Financial
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StatementsIn addition, effective January 1, 2009, we aduéng our expected annual return on pension gaata from 8.75% to 8.50%
based on updated analyses of projected future eedsens. As a result of the losses experienceduommualified pension plan assets during
2008 and the reductions to our expected annuairetu pension plan assets and discount rate asgurapive expect our annual defined
benefit plans cost will be higher by approximat®hp million pre-tax, for the next five years. Innc@ction with the decline in our qualified
pension plan funded status at December 31, 2008Jseeexpect to increase our annual qualified pengian contributions from the

$76 million we contributed in 2008 to an averagelef approximately $180 million per year over tiext five years. These expectations a
future cost and funding levels are subject to niategvision based on numerous factors includirtgaqension asset returns, future interest
rate levels, impact of available liquidity on amband timing of contributions, potential changesdgulatory requirements, plan design
amendments, and demographic experience.

Allowance for Uncollectible Accounts Receivable

Our allowance for uncollectible accounts receivabteeased $195.7 million from $44.9 million at Retber 31, 2007 to $240.6 million at
December 31, 2008, related to our merchant enaxginbss and regulated electric and gas businesses.

The increase in allowance for uncollectéddeounts receivable from our merchant energy lessiwas a result of counterparties with
financial difficulties. The regulated electric agds allowance for uncollectible accounts receivaiteeased $13.0 million in 2008 compare!
2007, mostly due to increased customer bills cabgeugher standard offer service rates and theedsed ability of customers to pay their
utility bills as a result of the economic downturn.

If the current economic recession contimres prolonged basis, our and BGE's bad debt egpewuld increase in the future despite our
efforts to mitigate those risks. We discuss ouditnésk in more detail in thRisk Managemersection.
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Financial Condition

Cash Flows

The following table summarizes our 2008 cash fltwrdbusiness segment, as well as our consolidatgdftmvs for 2008, 2007, and 2006.

2008 Segment Cash Flow

Consolidated Cash Flows

Merchant Regulatec Holding Company and
Other 2008 2007 2006
(In millions)
Operating Activities
Net (loss) incomi $(1,357.9) $  38.: $ 4.7 $(1,314.) $ 821t $ 936.
Non-cash merger termination and strategic alternatesss 541.¢ — — 541.¢ — —
Other noi-cash adjustments to net (loss) incc 816.¢ 334.: 48.4 1,199.c 545.¢ 223.¢
Changes in working capit
Derivative assets and liabilities, excluding catal (750.5) (2.0 (5.4 (757.9 (138.9) (286.7)
Net collateral and margi (962.7) 1.€ — (960.9) 49.€ (630.6)
Other change 2.8 (45.0 135.7 93.€ (242.9 239.(
Defined benefit obligations (: — — — (20.¢) (53.6) 40.5
Other 6.7 (35.9) (14.5) (55.7) (54.5) 2.5
Net cash (used in) provided by operating activi (1,714.9 292.2 168.¢ (1,274.) 927.¢ 525.:
Investing Activities
Investments in property, plant and equipm (1,425.) (421.%) (87.5 (1,934.) (1,295.) (962.9)
Asset acquisitions and business combinations, fregsh acquire (309.¢) — (5.5 (315.9 (347.5 (137.¢)
Investment in nuclear decommissioning trust funtlisées (440.¢ — — (440.6 (659.5) (492.5)
Proceeds from nuclear decommissioning trust fuedritées 421.¢ — — 421.¢ 650.7 483.7
Net proceeds from sale of (-fired plants and discontinued operatic — — — — — 1,630.°
Issuances of loans receival — — — — (19.0 (65.4)
Sale of investments and other as: 432.% 12.¢ 11 446.% 13.c 43.¢
Contract and portfolio acquisitiol — — — — (474.9) (2.3
Decrease (increase) in restricted funds (16.€) 15.E (941.7) (942.) (209.9 7.7
Other investment 23.2 — (1.5 21.7 (45.7) 54.¢
Net cash (used in) provided by investing activi (1,314.) (393.)) (1,035.) (2,742.9) (2,286.H 560.1
Cash flows from operating activities less cash flasvfrom investing activities $(3,029.) $ (100 $ (866.2) (4,017.) (1,358.) 1,085.
Financing Activities (1)
Net issuance (repayment) of debt (includes $1obiliroceeds from MidAmerican a
$1 billion proceeds from EDF 3,447 (33.) 242.;
Debt issuance cos (104.¢) — —
Proceeds from issuance of common st 17.€ 65.1 84.4
Common stock dividends pa (336.9) (306.0 (264.0
Reacquisition of common stor (16.2) (409.5) —
Proceeds from initial public offering of CE — — 101.2
Proceeds from contract and portfolio acquisiti — 847.¢ 221.C
Other 115.¢ 1.2 B
Net cash provided by financing activiti 3,123 165.5 390.7
Net (decrease) increase in cash and cash equis $ (893.7) $(1,193.0) $1,476.
1) Items are not allocated to the business segmentsuse they are managed for the company as a whole.
) The increase in restricted funds at our Holding @amy and Other is primarily related to $1.0 billiofi restricted cash related to the issuance ofe3ei Preferred Stock to EDF.

These funds are held at the holding company andesteicted for payment of the 14% Senior Noted bglMidAmerican. The 14% Senior Notes were reefdll in January

2009.

Certain prior-year amounts have been reclassifieddnform with the current year's presentation.
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Cash Flows from Operating Activities

Cash used in operating activities was $1,274.3onilin 2008 compared to cash provided by operadttiyities of $927.8 million in 2007. This
$2,202.1 million decrease in cash flows was pripatie to an increase in net collateral and mapgisted, payments to MidAmerican to
terminate our planned merger, payments in conneetith the conversion of the Series A Preferreccitand credits rebated to BGE
residential electric customers.

Total net cash collateral posted in 20@8aased as follows:

(In millions)
Net collateral and margin posted, December 31, : $ (485.)
Return of collateral held associated with nondeieacontracts (26.9)
Additional collateral posted associated with nhondgive contracts : (330.5)
Additional initial and variation margin posted axchang+-traded transactions recorded in accounts recei (94.0)
Additional fair value net cash collateral postedtted against derivative assets / liabilities; (509.5)
Change in net collateral and margin pos (960.9)
Net collateral and margin posted, December 31, : $(1,445.9
* Includes approximately $224 million of additionallateral posted due to certain counterparties thatuld not accept letters of credit
issued by certain financial institutions.
i We discuss our netting of fair value collateralwitur derivative assets / liabilities in more détfaiNote 13 to Consolidated Financi
Statements.
The $960.3 million increase in net collateand margin posted during 2008 primarily reflebts following:
. changes in commodity prices and the level of owngpositions
. increases in amounts posted to exchanges to nigel imargin requirements and changes in the rgtegerning exchang
margin requirements, and
. additional collateral posted following our crediting downgrades. We discuss our security ratingsadre detail below. W

discuss our downgrade collateral requirements irerdetail in theCollateral section.
We discuss all forms of collateral in teraigheir impact on our net available liquiditytime Available Sources of Fundirggction.
The remaining unfavorable change in cagll irs operating activities in 2008 compared to 2@@% primarily due to the following:

. $663.0 million use of cash, consisting of $175 miilipaid to MidAmerican related to the terminatidritee merger, $418 millio
paid to MidAmerican for settling a portion of thenversion of the Series A Preferred Stock in casld,$70 million paid to
various parties for merger and other strategicradiives costs,

. $189.1 million of credits rebated to residenti@ottic customers by BGE as a result of the Marylseitiement agreement, and

. $49.6 million of additional interest paid.

Cash provided by operating activities wB2%8 million in 2007 compared to $525.3 million2@06. This $402.5 million favorable
change was primarily due to an increase in non-adgstments to net income and favorable changesiking capital, offset in part by
unfavorable changes in net income.

Non-cash adjustments to net income inck&821.8 million in 2007 compared to 2006, primadue to the absence of a $191.4 million
gain on sale of gas-fired plants and discontinysgtations in 2006, a change in deferred fuel aois$100.5 million related mostly to lower
deferrals of electricity purchased for resale urtlerBGE rate stabilization plan, and a $98.2 miillincrease in deferred income tax expense.

Changes in working capital had a negatiwedact of $331.0 million on cash flows from operaion 2007 compared to a negative impact
of $677.7 million in 2006. The improvement in wargicapital of $346.7 million was mainly due to 88& million change in collateral relal
to changes in commodity prices and the level ofapen positions, and a $147.9 million favorablengein working capital related to our
derivative positions, partially offset by a $48dlion unfavorable change in other components ofking capital.

Cash Flows from Investing Activities

Cash used in investing activities was $2,742.9iomlin 2008 compared to $2,286.5 million in 200AeT456.4 million increase in cash use
2008 compared to 2007 was primarily due



. the increase in restricted cash of $832.9 millimmarily relating to the $1 billion proceeds reg from the issuance
Series B Preferred Stock to EDF that is restritdeplay the 14% Senior Notes. The proceeds frons#res B Preferred Stock
issuance, as discussed in the cash flows fromdingrsection below, are the source of the fundsterincrease in restricted
cash. The 14% Senior Notes were subsequently paiariuary 2009.

. the increase in investments in property, plantemuipment of $638.4 million. This increase was gty driven by
environmental spending of $467 million for our Bdan Shores coal-fired generating plant and $48anilin construction costs
at our partially completed gas-fired combined cymever generating facility in Alabama.

These increased uses of cash in investitigitees are partially offset by the absence i02@f $474.2 million of cash used in 2007 for
contract and portfolio acquisitions, which we disgin more detail below, and approximately $432illlan of higher proceeds received from
sales of investments in 2008 compared to 2007 pfbeeeds in 2008 include $150 million of cash reegifrom EDF that we will record as
additional
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proceeds for EDF's purchase of 49.99% memberstépesst in our nuclear generation and operatiomigssi

Cash used in investing activities was 2,286illion in 2007 compared to cash provided by560.1 million in 2006. The $2,846.6 milli
unfavorable change in 2007 compared to 2006 wasapily due to the following:

. the absence of the net proceeds of $1,630.7 millm the sale of gi-fired plants and discontinued operations receine2i06

. a $471.9 million increase in contract and portfelaguisitions that we discuss in more detail be

. a $332.8 million increase in investments in proggstant, and equipment primarily related to growtithin our merchan
segment, which includes spending related to enmeartal controls at our generating facilities, and

. a $209.9 million increase in acquisitions, primargélated to our acquisitions of working interestgas and oil producin

properties and a retail competitive supply busirassdiscussed in more detailNiote 15 to Consolidated Financial Statements

Cash Flows from Financing Activities

Cash provided by financing activities was $3,128iion in 2008 compared to $165.5 million in 200he increase of $2,958.0 million was
primarily due to the issuance of:

. $1 billion of mandatorily redeemable Series B PrefeiStock to EDF, the proceeds of which are refab the increase |
restricted cash, as discussed in the cash flows fingesting activities above,
. $1 billion of mandatorily redeemable convertiblegi€g A Preferred Stock to MidAmerican, which waseerted, in part, in

December 2008 into $1 billion of 14% Senior Notekich were repaid in full in January 2009,
. $250.0 million of Zero Coupon Notes,
. $450.0 million of 8.625% Series A Junior SubordathDebentures, and
. $400.0 million of 6.125% Notes by BGE.

Cash provided by financing activities wd$%.5 million in 2007 compared to $390.7 million2@06. The unfavorable change of
$225.2 million was primarily due to cash used fmaaguisition of common stock of $409.5 million,et decrease in cash related to changes in
short-term borrowings and long-term debt of $278ilion, and a net decrease of $101.3 million inqaeds from the initial public offering of
CEP in 2006. This was partially offset by an insea gross proceeds from contract and portfolgquasitions of $626.5 million, which we
discuss below.

In October 2007, our Board of Directors mmed a common share repurchase program for ufp Wli§n of our outstanding common
shares. Subsequent to this approval, on Octobe2(8)/,, we entered into an accelerated share repsecigreement with a financial institution,
and on November 2, 2007 we purchased 2,023,52udtsfamding shares of our common stock for $25GanillWe did not repurchase any
shares under this program during 2008. We distiesshare repurchase program in more detailate 9 to Consolidated Financial Statements

Contract and Portfolio Acquisitions

During 2007 and 2006, our merchant energy busiaeggired several pre-existing energy purchase aledagreements, which generated
significant cash flows at the inception of the cants. These agreements had contract prices fifertsdi from market prices at closing, which
resulted in cash payments from the counterpartiyeafcquisition of the contract. We received nshaaf $373.6 million in 2007 and

$219.0 million in 2006 for various contract andtfaio acquisitions. We reflect the underlying cats on a gross basis as assets or liabilities
in our Consolidated Balance Sheets depending othehthey were above- or below-market prices aioty therefore, we have also reflected
them on a gross basis in cash flows from invesimg) financing activities in our Consolidated Stagats of Cash Flows as follows:

200¢
Year ended December 3 2007 2006
(In millions)
Financing activitie—proceeds from contract and portfolio acquisiti $ — $ 847.¢ $221.:
Investing activitie—contract and portfolio acquisitiol — (4742 2.3
Cash flows from contract and portfolio acquisitic $— $373.6 $219.(

We record the proceeds we receive to aearergy purchase and sale agreements as a figarash inflow because it constitutes a
prepayment for a portion of the market price ofrggewhich we will buy or sell over the term of tagreements and does not represent a cash
inflow from current period operating activities.rRbose acquired contracts that are derivativessewerd the ongoing cash flows related to the
contract with the counterparties as financing éabws in accordance with SFAS No. 149. For thasquired contracts that are not
derivatives, we record the ongoing cash flows eeldb the contract as operating cash flows.

We discuss certain of these contract amtfgdio acquisitions in more detail iNote 5 to Consolidated Financial Statements.

Security Ratings



Independent credit rating agencies rate ConstaetidEnergy's and BGE's fixed-income securities. rHtiags indicate the agencies' assessment
of each company's ability to pay interest, distiidms, dividends, and principal on these securifié®se ratings affect how much it will cost
each company to sell these securities and, ininaréses, the company's ability to access the remtiesell securities. Generally, the better the
rating, the lower the cost of the securities toheammpany when they sell them. A reduction in aedi ratings could have an adverse effec
our access to liquidity sources, increase our a@bftnds, trigger additional collateral requiremgrand/or decrease
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the number of investors and counterparties wiltmgransact with us.

The factors that credit rating agenciessaer in establishing Constellation Energy's andEB&redit ratings include, but are not limited
to, cash flows, liquidity, business risk profilépak price volatility, political, legislative aneégulatory risk, interest charges relative to opegat
cash flow, and the level of debt relative to opaatash flows and to total capitalization.

At the date of this report, our credit ngs were as follows:

Standard ,
& Poors Moody's  pitcpy.
Rating Group  NVeSIOrS  patings
Service
Constellation Energy
Senior Unsecured De BBB Baa3 BBB
Commercial Pape A-2 P-3 F2
Junior Subordinated Debentul BB+ Bal BBB-
BGE
Senior Unsecured De BBB Baa2 A-
Commercial Pape A-2 P-2 F2
Rate Stabilization Bonds AAA Aaa AAA
Trust Preferred Securitit BB+ Baa3 BBB+
Preference Stoc BBB Baa2 BBB+

* Bonds issued by RSB BondCo LLC, a subsidiary of BGE
The ratings in the above table reflectftilowing outlooks by the credit rating agencies:

Constellation Energy:

. Standard & Poors Rating Grc—Watch Negative
. Moody's Investors Servi—Under review for possible downgra
. FitchRatings—Watch Evolving
BGE:
. Standard & Poors Rating Grc—Watch Negative
. Moody's Investors Servi—Stable
. FitchRating—Watch Evolving

We remain committed to maintaining a staitmlestment grade credit profile and to meetinglmuidity requirements. We discuss our
available sources of funding in more detail below.

We discuss the potential effect of a ratidgwngrade in thAvailable Source of FundirgndCollateral sections.
Available Sources of Funding

In addition to cash generated from business omeratiwe rely upon access to capital for our capitgkenditure programs and for the liquidity
required to operate and support our commerciahiessies. Our liquidity requirements are funded bgitfacilities and cash. We fund our
short-term working capital needs with existing casll with our credit facilities, which support diteash borrowings and the issuance of
commercial paper. We also use our credit facilitiesupport the issuance of letters of credit, prifly for our merchant energy business.

The primary drivers of our use of liquiditgve been our capital expenditure requirementsatateral requirements associated with
hedging our generating assets, hedging our CustSugply business in both power and gas, and hedgingoal businesses. Significant
changes in the prices of commaodities, dependingenlying strategies we have employed, could requsite post additional letters of credit,
and thereby reduce the overall amount availableuadr credit facilities or to post additional caahd thereby reduce our available cash
balance. The current disruptions in the credit eequital markets have made it more difficult fortasaise capital and access the credit
necessary to obtain sufficient liquidity to meet business requirements.

Constellation Energy

At December 31, 2008, we had approximately $6Ibhiin committed credit facilities available asosin below. We have also included the
pro forma effect on our credit facilities, whicteaeduced or terminated upon the occurrence ddicegtents, of closing the EDF transactic



Facility Size
Upon Completion

Facility
of the EDF
Facility Expiration Size Transactions
(In billions)
July 2012 $3.8: $ 2.3z
November 2009 (A 1.2 —
June 2009 (B 0.6( —
September 201 0.3t —
December 200 0.1t —
Total $6.1¢ % 2.3z

(A)  Size of facility may be reduced by proceeds reddieen certain securities offerings or asset ss

(B)  We discuss this facility provided by EDF in mor¢aden Note 8 to Consolidated Financial Statemefisrminates at the earliest
satisfying conditions to exercise the put on assatsng a value of at least $600 million under phe arrangement discussed in Note 8
to Consolidated Financial Statements, receipt téralative financing of $600 million, or June 2009.

Collectively, these facilities currentlypport the issuance of letters of credit and/or damhowings up to $6.2 billion. In late September
2008, we were unable to issue commercial papeFfiace maturing commercial paper and meet othégattdns. Instead, we borrowed
$485.7 million under one of our credit facilitiesdecure funds. At December 31, 2008, we had noremroial paper outstanding. During the
month of January 2009, Constellation Energy issuedommercial paper. We may utilize commercial pasea primary source of short-term
debt if market conditions return to normal.

In connection with the Investment Agreemeith EDF, EDF has provided us with up to $2 billipre-tax, or approximately $1.4 billion
after-tax, of additional liquidity pursuant to at@urangement that will allow us to require EDFptochase certain non-nuclear generation
assets.

Our ability to exercise the put arrangemsgmontingent on certain regulatory approvals thaexpect will be received
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for all assets covered by the arrangement by 20019, except for Safe Harbor Water Power Corpanatidhich is expected by the third qua

of 2009. In addition, exercise of the put optiomdsnditioned upon third-party consents, the absefiesy material liens on such assets, and the
absence of a material adverse effect, as defindteiinvestment Agreement. The put arrangementexpire at the earlier of December 31,
2010 or the termination of the Investment AgreentgnEDF in the event of a breach of contract by us.

Certain credit facilities of Constellati&mergy contain a provision requiring Constellatibmergy to maintain a ratio of debt to
capitalization equal to or less than 65%. At Decen8i, 2008, the debt to capitalization ratiosefineéd in the credit agreements were no
greater than 57%.

Our $1.23 billion credit facility requires to maintain consolidated earnings before intetases, depreciation, and amortization to
consolidated interest expense ratio of at least ®fTen our Standard and Poors senior unsecuredatety is BBB- or lower and our Moody's
senior unsecured debt rating is Baa3 or lower.

The terms of the Series B Preferred Stdlokva us to issue debt without the consent of thidérs of the majority of the Series B Prefel
Stock only if, after issuance of such debt, we t@@ina ratio of debt to capitalization equal tdess than 65%.

Under our $3.85 billion and $1.23 billioredit facilities, we will be required to grant ari on certain generating facilities and pledge our
ownership interests in our nuclear business tdeheers if the Investment Agreement with EDF hasetl or been terminated and our
Standard & Poors Rating Group or FitchRatings samigecured debt credit rating is below BBB- or blaody's senior unsecured debt credit
rating is below Baa3.

BGE

BGE currently maintains a $400.0 million fiyear revolving credit facility expiring in 2011. Bfcan use the facility to issue letters of crec
to issue short-term debt through the issuance mihtercial paper or through direct borrowing agathstfacility. In 2008, in response to the
temporary lack of liquidity in the commercial papearket, BGE drew $370 million on its $400 millioredit facility to secure funds in adva
of maturing commercial paper and other obligations.

At December 31, 2008, BGE had no commepagler outstanding. During the month of Januan®28GE issued no commercial paper.
BGE may utilize commercial paper as a primary sewfcshort-term debt if market conditions returmemal.

The credit agreement of BGE contains aigion requiring BGE to maintain a ratio of debtpitalization equal to or less than 65%. At
December 31, 2008, the debt to capitalization fatid3GE as defined in this credit agreement we# 55

Decreases in Constellation Energy's or BEGEEdit ratings would not trigger an early paynmmeny of our, or BGE's, credit facilities.
Net Available Liquidity
The following tables provide a summary of our naikable liquidity at December 31, 2008 and 2007:

As of December 31, 200
Total

Constellation Consolidatec

Energy BGE
(In billions)
Credit facilities $ 6.2 $04 $ 6.6
Less: Letters of credit issut 36 — (3.6)
Less: Cash drawn on credit faciliti (0.5) (0.9 (0.9
Undrawn facilities 2.1 — 2.1
Less: Commercial paper outstand — — —
Net available facilitie: 2.1 — 2.1
Add: Casf 0.2 — 0.2
Net available liquidity $ 23 $— ¢ 2.3
As of December 31, 200
. Total
Constellation BGE Consolidatec
Energy
(In billions)
Credit facilities $ 41 $04 $ 4.5
Less: Letters of credit issur 1. — (1.8

Less: Cash drawn on credit faciliti — — —
Undrawn facilities 223 04 2.7




Less: Commercial paper outstand —_ —

Net available facilitie: 223 04 2.7
Add: Cast 1.1 — 1.1
Net available liquidity $ 34 $04 $ 3.8

Net available liquidity decreased durin@2by approximately $1.5 billion as follows:

(In billions)
Increase in letters of credit issu $ (1.9
Decrease in cas (0.9
Increase in cash drawn on credit facilit (0.9
Increase in credit facilitie 2.1
Decrease in net available liquid $ (@19

The increase in letters of credit issued e decrease in cash was primarily due to ineckasllateral requirements. We discuss our
changes in collateral during 2008 in more detathimCollateral section. We discuss the impact of the higher cafiateral posting in the

Financial Conditio—Cash-Flowsection.
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The change in credit facilities was du¢hta following:

. executed a new agreement for $1.23 billion in Noven2008,

. executed an agreement with EDF for credit suppoaling $600 million in December 2008, which isalissed in more detail in
Note 8 to Consolidated Financial Statements

. executed an agreement for a total of $500 milliodune 2008, of which $350 million expires in 2@1®@ $150 million expire
in 2009, and

. the expiration of a facility totaling $250 millian December 200¢

The following table provides our net avhi&liquidity at January 31, 2009:

As of January 31, 2009
Total

Constellation Consolidatec

Energy BGE
(In billions)
Credit facilities $ 6.2 $04 $ 6.6
Less: Letters of credit issur 35 — (3.5
Less: Cash drawn on credit faciliti 1.2 (0.9 (1.6)
Undrawn facilities 15 — 15
Less: Commercial paper outstand — — —
Net available facilitie: 15 — 15
Add: Cast 0.8 — 0.8
Net available liquidity $ 23 $— % 2.3

Net available liquidity was unchanged atutay 31, 2009 compared to December 31, 2008. Heryexe executed additional cash draws
from our credit facilities of $0.7 billion primayildue to working capital requirements for our poaed natural gas settlements.

As a result of the significant events 0020we have made substantial changes in our syrédeégiprove our liquidity and our credit
profile, including focusing on the following immexdeé goals:

. reducing the collateral and liquidity needs of G@lobal Commaodities and Customer Supply operations,

. executing strategic initiatives for our Global Cootities operation, which we discuss in more detaihe Merchant Energy
Business—Backgroursgction,

. focusing on our core strengths, including owningyeloping, and operating nuclear and-nuclear generation assets, provid
regulated utility service to customers, and maintej strong supply relationships with retail andolgdsale customers, and

. working to close the sale of EDF of 49.99% of ouclear generation and operation business as eiqeslit as possible

Our liquidity needs vary as commaodity psiahange. We regularly evaluate the effects of gimgnprice levels on our liquidity needs by
estimating the impacts of volatile power, gas, eodl prices on our price sensitive sources and afsiguidity. For example, energy contracts
settling in the current year may impact our casivél and changing price levels may impact our catidtrequirements. Additionally, we
consider the impact of other sources and usesjafity, including planned business divestituregiapated new business, capital
expenditures, operating expenses and credit chaidges we are exposed to certain operational risks could have a significant impact on
liquidity. We discuss these risks in more detailiaRisk Factorssection.

We believe that the actions that we hakentawill be sufficient to meet our ongoing liquigitequirements over the next 12 months.
However, if we cannot successfully execute on tnategies and/or actual changes in commodity puiéésr from our estimates, our available
liquidity would be negatively affected, which wolidve a material adverse effect on our financislite and condition.

Collateral

Constellation Energy's collateral requirementseaftism its merchant energy business' need to fjaatisin certain organized markets, such as
Independent System Operators (ISOs) or financichanges as well as from our goal of remaining esocally hedged in our Generation and
power and gas Customer Supply operations, thirty gaal business, and our trading activities. Tppsut wholesale and retail power Custo
Supply obligations, as well as some trading adigjitConstellation Energy posts collateral to IS&sward hedging of our Generation and
Customer Supply obligations, as well as our Glébainmodities trading activities, creates the neddatosact with exchanges such as New
York Mercantile Exchange, Intercontinental Excharaged NOS Clearing ASA. We post initial margin lthea exchange rules, as well as
variation margin related to the change in valuthefnet open position with the exchange. Constefignergy's initial margin requirements
increased during the third quarter as a resulhafhges in exchange rules and decreased duringuhth fjuarter as a result of portfolio risk
reduction and downsizing activities. Daily variatimargin postings to each exchange depend on midees in the underlying power, gas and
coal exchange traded forward and option contr



In addition to the collateral posted to kS&hd exchanges, we post collateral with certaimgparties. These collateral amounts may be
fixed or may vary with price levels.

There are certain asymmetries relatindnéouse of collateral that create liquidity requiesrts for our merchant energy businesses. These
asymmetries arise as a result of our actions tecbaomically hedged as well as market conditionsoaventions for conducting business that

result in some transactions being collateralizedendthers are not, including:

. In our third party coal business, we generally bagl from suppliers that do not post collaterat, Wwe enter into physical
financial sales contracts that require us to pobaieral.
. In our Customer Supply operation, we generally doraceive collateral under contractual obligatiomsupply power or gas

our customers but our Global Commodities operatietiges these transactions
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through purchases of power and gas that generllyire us to post collateral.

. In our Generation operation, we may have to potenal on our power sale or fuel purchase cotdrdaut our generating
plants are not a source of collateral.

Constellation Energy is required to podlateral in the form of either cash or letters ofdit. In an environment of stable commodity
prices, Constellation Energy's net collateral posits relatively stable. However, during 2008, #mergy markets were affected by large
fluctuations in commodity prices as can be sedherfollowing table summarizing changes in spotgsiduring 2008:

Nine months ende(

. Year ended
Six months ende: September 30, 20C  December 31, 20C

Increases (decreases) from December 31, 2007 June 30, 2008

Power 33% (8)% (30)%

Natural gas 44% (5)% (300%

Coal 15%% 58% (D%

Crude oll 55% 1% (40)%

The price variability in 2008 impacted quasting of cash and letters of credit in 2008 #disvics:
Six months ended Six months ended Year ended
June 30, 2008 December 31, 2008 December 31, 2008
(In millions)
Additional (return of) collateral held associateihwnonderivative contrac $ 345°tf % (371.9) $ (26.9)
Additional collateral posted associated with nohdgive contract: (123.9 (206.€) (330.5)
(Additional) return of initial and variation margposted on exchan-traded
transactions recorded in accounts receiv (428.0 334.( (94.0
(Additional) return of fair value net cash collakposted (netted agair
derivative assets/liabilitie: 732.% (1,241.9 (509.5)

Source (use) of cash collate 525.¢ (1,486.7) (960.9)
Letters of credit (issued by) returned to (2,522.9 716.¢ (1,806.9
Total use of collaterz $ (1,997.() $ (769.6) $ (2,766.¢)

During the first half of 2008, increasingvger prices caused certain hedges of our custonpgrysload to move deeply in-the-money,
driving up the cash collateral and letters of dredsted by counterparties to us. However, lettézedit posted to us do not affect our liquic
position. At the same time, rising internationadlkcprices required us to post additional cash attdrs of credit to collateralize out-of-the
money hedges of our international coal sales. Ttvegémpacts resulted in a net reduction in our afseash collateral as we received more
cash than we posted. However, there was a signifinarease in our posting of letters of credit.

During the second half of the year, our afseollateral postings remained fairly constargpite our fourth quarter portfolio downsizing.
Portfolio downsizing led to decreases in the lewélsollateral posted to exchanges to supportahitiargin requirements, as well as the
collateral posted to ISOs. However, as commodityesrhave fallen, the hedges of our customer supply moved out-of-the money, causing
us to post significant amounts of cash collateraur counterparties. This collateral outflow fawer positions was partially offset by the
collateral inflow since June 2008 on our internadiocoal hedges, which have become significanlg teut-of-the money as coal prices have
fallen.

The net impact of all of these price change well as the portfolio downsizing has resuitedl net increase in our use of collateral of
$2.8 billion for 2008.

We discuss our use of cash collateral &rrth theFinancial Conditionsection and we discuss our letters of credit uadieer in theNet
Available Liquiditysection.

Customers of our merchant energy busirggon the creditworthiness of Constellation Enelgythis regard, we have certain agreem
that contain provisions that would require us tstgadditional collateral upon a credit rating dovats in the senior unsecured debt of
Constellation Energy. Based on contractual promisiat December 31, 2008 and January 31, 2009, timeads that if Constellation Energy's
senior unsecured debt were downgraded to one el the investment grade threshold we would agdollowing additional collateral
obligations:

Level Below Additional
Current Rating Obligations

Credit Ratings Downgraded to *

(In billions)
Below investment grad 1% 18




* If there are split ratings among the independerdd- rating agencies, the lowest credit rating is usedetermine our increment
collateral obligations.

Based on market conditions and contracibbgations at the time of a downgrade, we coulddupiired to post additional collateral in an
amount that could exceed the obligation amountsifipé above, which could be material. We discussaredit ratings in th&8ecurity Ratings
section. We discuss our credit facilities in fheailable Sources of Fundirggction.
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Capital Resources

Our actual consolidated capital requirements ferythars 2006 through 2008, along with the estimateaial amount for 2009, are shown in
the following table.

We will continue to have cash requiremédots

. working capital need:

. payments of interest, distributions, and dividel

. capital expenditures, and

. the retirement of debt and redemption of preferestoek.

Capital requirements for 2009 and 2010udelestimates of spending for existing and antiegb@arojects. We continuously review and
modify those estimates. Actual requirements may fram the estimates included in the table belowanse of a number of factors including:

. regulation, legislation, and competition,

. BGE load requirements,

. environmental protection standards,

. the type and number of projects selected for canstm or acquisition
. the effect of market conditions on those proje

. the cost and availability of capit:

. the availability of cash from operations, ¢

. business decisions to invest in capital proje

Our estimates are also subject to additifawdors. Please see tRerward Looking Statemengnditem 1A. Risk Factorsections.

2009
200€ 2007 200¢ (Estimate)

(In billions)
Nonregulated Capital Requirements:
Merchant energy (excludes acquisitio
Generation plant $0.2 $0.2 $06 $ 0.4
Environmental control — 0.2 05 0.2
Portfolio acquisitions/investmen 0.2 05 0.2 0.2
Technology/othe 0.2 0.2 01 0.1
Nuclear fuel 01 01 0.2 0.2
Total merchant energy capital requireme 0.8 12 16 1.2
Other nonregulated capital requireme — 01 01 —
Total nonregulated capital requireme 0.8 13 17 1.2
Regulated Capital Requirements:
Regulated electri 0.2 03 04 0.4
Regulated ga 01 01 01 0.1
Total regulated capital requiremel 04 04 05 0.5
Total capital requirements $1.2$17%$22 $ 1.7

As of the date of this report, we estimaie 2010 capital requirements will be approximatglyl billion. This amount excludes the car
requirements related to our nuclear generationogedation business that is expected to be decatagetl in 2009 as a result of the closing of
the Investment Agreement with EDF.

Capital Requirements
Merchant Energy Busines

Our merchant energy business' capital requirentamtsist of its continuing requirements, includingenditures for:

. improvements to generating plants,

. nuclear fuel costs,

. costs of complying with the Environmental Protestidgency (EPA), Maryland, and Pennsylvania envirental regulations ai
legislation, and

. enhancements to our information technology infrasstrre.

Regulated Electric and Ga

Regulated electric and gas construction expenditprienarily include new business construction nesasimprovements to existing facilitie



including projects to improve reliability and suppdemand response and conservation initiatives.
Funding for Capital Requirements

The current disruptions in the credit and capitatkets as well as counterparty concerns aboutivandial condition have made it more
difficult for us to raise capital and access theddrnecessary to provide sufficient liquidity t@et our business requirements. We discuss our
available sources of funding and strategy to imprayuidity in theAvailable Sources of Fundirggction.

Merchant Energy Busines

We expect to fund the capital requirements of oarahant energy business with internally generateth @and other available sources. To the
extent that internally generated cash is not defficto meet those requirements, we would seekiaddi funding from the money markets,
capital markets and lease markets, subject totaredditions and market liquidity, and, if necegs&om drawdowns on credit facilities.

The projects that our merchant energy lassidevelops typically require substantial cafritaéstment. Many of the qualifying facilities
and independent power projects that we have arestten are financed primarily with non-recoursétdbat is repaid from the project's cash
flows. This debt is collateralized by interestshe physical assets, major project contracts aneeagents, cash accounts and, in some cast
ownership interest in that project.

Regulated Electric and Ga

We expect to fund capital expenditures associaiddaur regulated electric and gas businessesintiéghnally generated cash. To the extent
that internally generated cash is not sufficientet those requirements, we would seek additimmaling from the money markets, capital
markets (including trust preferred securities @f@rence stock), subject to credit conditions aadket liquidity, and, if necessary, from
drawdowns on credit facilities. BGE may also reeadquity contributions from time to time from Caeikttion Energy. BGE also participates
in a cash pool administered by Constellation Enagyiscussed iNote 16 to Consolidated Financial Statements
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Other Nonregulated Businesses

We expect to fund the capital requirements of dheononregulated businesses with internally geadraash. To the extent that internally
generated cash is not sufficient to meet thoseirements, we would seek additional funding from ti@ney markets, capital markets and l¢
markets, subject to credit conditions and marketitlity, and, if necessary, from drawdowns on dréadiilities. We may also consider sales of
securities and assets, and/or from time to timétggontributions from Constellation Energy.

Contractual Payment Obligations and Committed Amours

We enter into various agreements that result inractual payment obligations in connection with business activities. These obligations
primarily relate to our financing arrangements (sas long-term debt, preference stock, and opegréases), purchases of capacity and energy
to support the growth in our merchant energy bssireetivities, and purchases of fuel and transpont#o satisfy the fuel requirements of our
power generating facilities.

We detail our contractual payment obligasi@s of December 31, 2008 in the following table:

Payments
201¢ 2015 Thereafter
2009 2011 2013 Total
(In millions)
Contractual Payment Obligatior
Long-term debt: (1,
Nonregulatec
Principal $2,501.:$ 0E$ 734.6$ 2,671..% 5,908.
Interest 409.1 315.( 258.1 3,009.¢ 3,992..
Total 2,910.¢ 315t 992.¢ 5,681.. 9,900.
BGE
Principal 65.C 138.. 639.] 1,422.¢ 2,265.:
Interest 134.F 258.1 231.2 1,336.¢ 1,960.!
Total 199.5  396.0 870 2,759..  4,225.¢
BGE preference stoc — — — 190.( 190.(
Operating leases (. 314.¢ 469.t 405. 591.« 1,781.
Purchase obligations: (:
Purchased capacity and energy 588.« 282.. 187.t 227.5 1,285.
Fuel and transportatic 1,648.8 1,531 718.( 1,292.: 5,190.:
Other 269.1 87.¢ 40.€ 29.2 426.¢
Other noncurrent liabilities
FIN 48 tax liability — 26.z 102« 12.€ 141.¢
Pension benefits (¢ 238.71 369.« 385.1 — 993.2
Postretirement and post employment benefit: 40.C 91.& 105.€ 237.¢ 475.%
Total contractual payment obligatio $6,209.¢ $3,570.: $3,807.¢ $ 11,021.- $24,609.(
1) Amounts in long-term debt reflect the original miégudate and include $697.7 million of principairfthe Zero Coupon Senior Notes, assuming the rroeerot redeemed prior to

June 19, 2023 and the original issue discount aesmuntil redemption. Investors may require us fmaye$250.8 million early through remarketing feasir Interest on variable
rate debt is included based on forward curve foeiast rates.

2) Our operating lease commitments include future gayrobligations under certain power purchase agrests as discussed further in Note 11 to Consolii&iaancial
Statements.

3) Contracts to purchase goods or services that spedifsignificant terms. Amounts related to certpiimrchase obligations are based on future purchegeectations which may
differ from actual purchases.

4) Our contractual obligations for purchased capadcityd energy are shown on a gross basis for certainsactions, including both the fixed payment mosi of tolling contracts ar
estimated variable payments under unit-contingemiqr purchase agreements.

(5) Amounts related to pension benefits reflect ourenir5-year forecast for contributions for our gifi@d pension plans and participant payments for monqualified pension plans.
Refer to Note 7 to Consolidated Financial Statesémt more detail on our pension plans.

(6) Amounts related to postretirement and postemployimemefits are for unfunded plans and reflect pnésalue amounts consistent with the determinaticthe related liabilities

recorded in our Consolidated Balance Sheets asidid in Note 7 to Consolidated Financial Statement
Off-Balance Sheet Arrangements

For financing and other business purposes, weetiertain off-balance sheet arrangements thataneflected in our Consolidated Balance
Sheets. Such arrangements do not represent aicggmipart of our activities or a significant onggisource of financing.

We use these arrangements when they enaltiteobtain financing or execute commercial tratisas on favorable terms. As of
December 31, 2008, we have no material off-balaheet arrangements, including:

. guarantees with third-parties that are subjedb¢anitial recognition and measurement requiremehiASB Interpretation
No. 45,Guarantor's Accounting and Disclosure RequiremémtsGuarantees, Including Indirect Guarantees alébtedness to
Others,

. retained interests in assets transferred to untidased entities

. derivative instruments indexed to our common stack] classified as equity,

. variable interests in unconsolidated entities firavide financing, liquidity, market risk, or creédisk support, or engage

leasing, hedging or research and development s



At December 31, 2008, Constellation Endrgyg a total face amount of $16.4 billion in guaeastoutstanding, of which $15.0 billion
related to our merchant energy business. Theserasganerally do not represent incremental conatdai Constellation Energy obligations;
rather, they primarily represent parental guarantéeertain subsidiary obligations to third pestie order to allow our subsidiaries the
flexibility needed to conduct business with coupgaties without having to post other forms of caltal. Our estimated net exposure for
obligations under commercial transactions covegethbse guarantees was approximately $3 billidbeatember 31, 2008, which represents
the total amount the parent company could be redu fund based on December 31, 2008 market pficeshose guarantees related to our
derivative liabilities, the fair value of the oldition is recorded in our Consolidated Balance Sh&®e believe it is unlikely that we would be
required to perform or incur any losses associaffguarantees of our subsidiaries' obligations.

We discuss our other guaranteeNate 12 to Consolidated Financial Statemeartd our significant variable interestsNiote 4 to
Consolidated Financial Statements
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Risk Management
Introduction

Constellation Energy is exposed to market, cregigrational, and business risks that are fundarhentaur business of providing products and
services across the energy value chain.

In general, the risks in our businessesbeadlassified as one of the following:

Market Risk—risk related to changes in energy commodity prittessj requirements, location and supply, and markes,
Credit Risl—risk related to a customer's or supplier's inagbttt fulfill its contractual obligations due to fincial distress
Operational Risk—risk associated with human erraa Gailure of process and systems, or externabfacand

Business Risk—risk of unsuccessful business pedooa due to changing economic conditions, compatitiegulatory
environment, legislation, and economic conditions.

These risks exist in our business with irayyevels of exposure, and are interrelated amthagbe managed in isolation.
Each of the four risk classifications notdmbve can be affected by numerous internal aretreadtforces, including:

economic conditions,
market liquidity,

competition,

country or sovereign iSsue
systems or process failure, &
fiscal and monetary policie

As a result of the extent and diversityha risks the Company faces in its business opergtive analyze risk at transaction, portfolio,
business, and enterprise-wide levels to ensureniaggrial risks are identified and managed effetyivwe utilize numerous methods to
evaluate and measure risks. In general, we evalisktein terms of the impact on our earnings,iigty, strategic objectives, credit rating,
reputation, and values. We identify and evaluatesrbased not only on their probability of occugrand magnitude of impact on the financial
statements, but also with respect to the potefatiagdignificant or unexpected shifts in market citiods or rules.

We recognize the importance of managingassa key differentiator in the energy businesk\aew the active and effective management
of the risks in our businesses to be of paramaupbrtance. To foster a culture of risk awarenessmaanagement, we employ a risk
management framework to identify, assess, monitanage, and report risks. Our risk management anod@s based on established policies
and procedures to manage risks, combined with temsive system of internal controls. Neverthelasssystem of risk management can cost-
effectively eliminate all risks to which an entiyexposed. Thus, in particular environments, tbenfany may not be able to mitigate risk
exposures to the level desired and may have exgosorcertain risk factors that cannot be mitigated

As previously discussed, the collapse efdtedit markets and the extreme volatility in gyegrices in 2008 significantly impacted
Constellation Energy's operating results and firdroondition.

We reviewed our risk management approadigl of the unprecedented market events of 20@Btheir implications for the future, and
we are updating and strengthening certain of olicips, measures, and processes. We are takingeagtéps to incorporate the lessons learned
in 2008 in our existing risk management and corfteoheworks as well as in the structure and praesee$our risk management organization.

These steps include enhancing our collbserd liquidity stress testing capabilities as veallour data integrity reviews and systems
capabilities and controls. For example, we haveicoad our focus on value at risk (VaR) as a meastimarket risk and supplemented this
measure with economic value at risk (EVaR). We tase continued our practice of utilizing stresstideand broader position limits based on
market liquidity and have enhanced these capaslitiroughout 2008.

In this section, we will review the Compangisk in terms of our:

. risk governance,
. risk controls, and
. risk exposures.

Risk Governance

As has been our practice, the Audit Committee efBbard of Directors periodically reviews compliarnith our risk parameters, limits, and
trading guidelines, and our Board of Directors éstablished a VaR limit. As discussed below, weetmRisk Management Group (RMG) that
is responsible for monitoring the key businesssiighforcing compliance with risk management peficnd risk limits, as well as manag



credit risk. The RMG reports to the Chief Risk Ofii, who provides regular risk management updatéset Audit Committee and the Board of
Directors.

We also have a Risk Management Committé&qRthat is responsible for establishing risk maragnt policies, reviewing procedures
for the identification, assessment, measuremerdty@magement of risks, and monitoring and reporisigexposures. The RMC meets on a
regular basis and is chaired by our Chief Risk@ffi and consists of our Chief Executive Officer, Ghief Financial Officer, our Vice
Chairman, and business unit leaders. In addittenChief Risk Officer coordinates with the risk ragament committees at the business units
that meet regularly to identify, assess, and gfiantaterial risk issues and to develop strategiasd@nage these risks.

In an effort to manage market and credksj Constellation Energy has established a sefi@sits that reflect the Company's risk
tolerances in the context of the market environnagt our business strategy. In setting limits,Gbenpany takes into consideration factors
such as market volatility, product liquidity, buegs trends, and management experience. The Comantains different limits at the
corporate and business unit levels. Business arétsesponsible for adhering to established linaigginst which exposures are monitored and
reported. Limit breaches are reported in a timeyhner to senior management, who consults with tisenbss
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unit on an appropriate course of action—for instgameducing trading positions.
Risk Controls

Risk controls are applied at the level of individegposures and portfolios of exposures in eaclnkas and to risk in aggregate, across all
businesses and major risk types, relative to thagmy's risk capacity.

Constellation Energy's RMG is an indepemdiemction tasked with providing an independentrgifecation and assessment of key
business risks, as well as providing an evaluatfandividual risk components that contribute te thiompany's consolidated risk profile. The
RMG is also responsible for establishing risk gek¢ maintaining appropriate risk controls, ensgiéompliance with policies and procedures,
and monitoring methods according to the risk patamseestablished by the Board of Directors.

The RMG consists of five divisions thatdison a specialized area of risk.
Wholesale and Retail Credit Risk Management

Wholesale Credit Risk Management establishes gaglehecessary for rating counterparties and assgjdimits. This group supports the
business units by establishing credit relationshiils various counterparties and facilitating markguidity with limits and appropriate credit
terms and conditions. The Retail Credit Risk Mamaget group works as a partner with our retail ansiefacing operations to manage credit
risks associated with our retail supply businesshis group evaluates credit and manages overditcexposure for the retail operation.

Credit risk managers are responsible féoreing credit policies, including monitoring, rapiog, escalating, and mitigating trade
violations and limit exceptions.

Market Risk Manageme

Market Risk Management is responsible for effedyivéentifying, monitoring, and reporting on markesk, to include price volatility, market
liquidity, and portfolio risk management. Their keysponsibilities are to identify market risk expies including commodity, interest rate, and
foreign exchange risk, and to monitor both physéa financial portfolio positions. This group alaforces the Market Risk policies and
ensures compliance with these policies, includirggrhonitoring, analyzing, and escalating of marlgkt controls, such as exposure limits and
price verification results.

Collateral Risk Management

Collateral Risk Management is responsible for piimg an integrated view on credit, market, and canydiquidity risks to manage the
Company's collateral position. This group's resglities include measuring and monitoring collateoutflow, downgrade collateral needs,
and collateral use across the Company. Additiongiig group estimates potential collateral requigats due to market shifts, hedging
strategies, and adjustments to the Company's geiigs. Finally, Collateral Risk Management dsdise businesses in determining the
strategic use of collateral and the appropriaté¢ @bsollateral for transactions.

Operational Risk Management

Each business area maintains responsibility foratfmmal risk management. A corporate staff ovesseglementation of a common
framework for defining, measuring, monitoring, aegorting operational risks.

Risk Infrastructure

Risk Infrastructure supports the risk managemerisidins and consolidates risk exposures acrosbubimesses and disciplines. This group's
responsibilities include risk and credit systemsigie and maintenance, risk metric development at@uation, controls structure and
enforcement, and risk reporting. In addition, thekRnfrastructure Group provides analytical supporthe risk functions, validates company
models, and verifies liquid and illiquid forwardige curves and volatilities. Finally, this groupfoems independent risk assessments, due
diligence, and risk adjusted valuations of trarisast mergers and acquisitions, and large capitgépts.

Risk Exposures

We manage risks across our merchant energy, reglugdectric, and regulated gas businesses. We stinenelow the risks we manage witl
each of our businesses.

Merchant Energy Busine:

Our merchant energy business is exposed to varigkssin the competitive marketplace that may maligrimpact our financial results at



affect our earnings. These risks include changesimmodity prices, potential imbalances in suppigt demand, credit risk and operational
risk.

Regulated Electric Busine

BGE does not own or operate any electric generd#icigities. Therefore, BGE's regulated electrisibess is exposed to market price risk. To
mitigate this, BGE obtains energy and capacityravide SOS through a competitive bidding procegg@ayed by the Maryland PSC. We
discuss SOS and the impact on base rates in mtai¢ iddtem 1. Business—Baltimore Gas and Electric Compdalectric Businessection.

As a result of this process, BGE's exposure to atigykce risk is limited, and at December 31, 2008, exposure to commodity price risk for
our regulated electric business was not materialvéver, BGE may enter into electric futures, opdicemd swaps to hedge its market price risk
if appropriate. We discuss this furthemiote 13.

BGE's regulated electric business is alpmged to wholesale credit risk from its supplessvell as retail credit risk from its customers.
Finally, BGE is subject to operational risks, irdihg potential impacts from storms and distributamset failures.
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Regulated Gas Busine

BGE acquires all of its natural gas for deliveryctstomers from third-party suppliers. Therefor&Hs regulated gas business is exposed to
market price risk. However, BGE recovers the cosfmurchased gas under the market-based ratesivieemechanism approved by the
Maryland PSC. Additionally, BGE may enter into datures, options, and swaps to hedge its priceuigler our market-based rate incentive
mechanism and our off-system gas sales programpps@iate. We discuss this furtherNiote 13. At December 31, 2008, our exposure to
commodity price risk for our regulated gas busingas not material.

BGE's regulated gas business is also expose&holesale credit risk from its suppliers adlws retail credit risk from its customers.
Finally, BGE is subject to operational risks, irdihg potential impacts from storms and distributamset failures.

Risk Exposure Categoris

The various categories of risk exposures that weage include, but are not limited to, market rigkjch includes interest rate risk, security
price risk, and foreign currency risk; credit rigkhich includes wholesale and retail; and operatioisk. As noted above, these risks may be
common to more than one of our businesses. Westiseach of these primary risk exposure categogigsrately below.

Market Risk

We are exposed to the impact of market fluctuatiortie price and transportation costs of powetynad gas, coal, and other commodities.
These risks arise from our ownership and operatfgrower plants, our customer supply operationd,@ir origination, risk management, and
trading activities. These commodity price risksarirom:

. the potential for changes in the price of, andgpamtation costs for, electricity, natural gas,lcaad other commodities, and
. changes in interest rates.

A number of factors associated with thedtire and operation of the energy markets inflaghe level and volatility of prices for energy
commodities and related derivative products. Wesust commodities and products in our merchantggneusiness, and if we do not hedge
the associated financial exposure, this commodityeprolatility could affect our earnings. Thesettas include:

seasonal, daily, and hourly changes in demand,

extreme peak demands due to weather conditions,

available supply resources,

transportation availability and reliability withend between regions,

location of our generating facilities relative teetlocation of our load-serving obligations,
procedures used to maintain the integrity of thgsptal power system during extreme conditic
changes in the nature and extent of federal ané stgulations, an

geopolitical concerns affecting global supply oék®il, and natural ga

These factors can affect energy commodity derivative prices in different ways and to diffiet degrees. These effects may vary
throughout the world as a result of regional défages in:

weather conditions

market liquidity,

capability and reliability of the physical powerdagas systems, and
the nature and extent of power market restructuring

Additionally, we have fuel requirementstthee subject to future changes in coal, naturg) geanium, and oil prices. Our power
generation facilities purchase fuel under contractis the spot market. Fuel prices may be volasitel the price that can be obtained from
electricity sales may not change at the same ratetbe same direction as changes in fuel costs dould have a material adverse impact on
our financial results.

As part of our overall portfolio, we manape market risk of our merchant energy businessyding electricity sales, fuel and energy
purchases, emission credits, interest rate anigfoirrency risks, weather risk, and the marks df outages. In order to manage these risks,
we may enter into fixed-price derivative or nonidative contracts to hedge the variability in figwash flows from forecasted sales and
purchases of energy, including:

. forward contracts, which commit us to purchaseetirenergy commaodities in the futul

. futures contracts, which are excha-traded standardized commitments to purchase oasginmodity or financial instrumet
or to make a cash settlement, at a specific pncefature date,

. swap agreements, which require payments to or dmunmterparties based upon the differential betvweerprices for a

predetermined contractual (notional) quantity,



. option contracts, which convey the right to buysell a commodity, financial instrument, or indexagiredetermined pric
The objectives for entering into such hexdligelude:

. fixing the price for a portion of anticipated futuelectricity sales at a level that provides areptable return on our elect
generation operations,

fixing the price of a portion of anticipated fuelrphases for the operation of our power plants,

fixing the price for a portion of anticipated engmurchases to supply our load-serving customers,

managing our collateral requirements, and

managing our exposure to interest rate risk aneidarcurrency exchange risks.

The portion of forecasted transactions keddgay vary based upon management's assessmeatlkaftmveather, operational, and other
factors.

While some of the contracts we use to mamad represent commodities or instruments forciigrices are available from external
sources, other commodities and certain contraetsatr actively traded and are valued using othieirgy sources and modeling techniques to
determine expected future market prices, contraantities, or both. We use our
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best estimates to determine the fair value of coditpy@nd derivative contracts we hold and sell. Sehestimates consider various factors
including closing exchange and over-the-counterepguotations, time value, volatility factors, amddit exposure. However, it is likely that
future market prices could vary from those usexkgording derivative assets and liabilities subfjeahark-to-market accounting, and such
variations could be material.

Power, gas, coal, and other commaodity trgdisks involve the potential decline in net in@aor financial condition due to adverse
changes in market prices, whether arising fromarust activities or proprietary positions taken bg Company. Price risk is monitored using
VaR and EVaR.

VaR:

We measure the sensitivity of our mark-to-markesrgn contracts of our Global Commaodities operatmpotential changes in market prices
using VaR. VaR is a statistical model designedrédligt risk of loss based on historical market gniolatility. We calculate VaR using a
historical variance/covariance technique that medelion positions using a linear approximationh&fir value. Additionally, we estimate
variances and correlation using historical commpogplitce changes over the most recent rolling thmesth period. Our VaR calculation
includes all of our Global Commodities operatiomigive assets and liabilities subject to markstarket accounting, including contracts for
energy commodities and derivatives that resulthysical settlement and contracts that require satement.

The VaR calculation does not include marlgis associated with activities that are sukbeetccrual accounting, primarily our generating
facilities and our customer supply load-servingvéoes.

The VaR amounts below represent the patepte-tax loss in the fair value of our Global Goodities operation derivative assets and
liabilities subject to mark-to-market accountinggluding both trading and non-trading activitiegeoone and ten-day holding periods.

Total Wholesale VaR

For the year ended December 31, 2008 2007
(In millions)
99% Confidence Level, O-Day Holding Perioc
Year enc $19.7 $20.4
Average 26.1 154
High 38.C 26.¢
Low 19.7 8.2
95% Confidence Level, O-Day Holding Perioc
Year enc $15.C $15.F
Average 19.¢  11.7
High 28.¢ 204
Low 15.C 6.2
95% Confidence Level, T-Day Holding Perioc
Year enc $47.5 $49.1
Average 62.¢ 37.C
High 91.t 64.€
Low 47.5  19.7

The mark-to-market VaR during November and Dece®®@8 was adjusted to eliminate the impact of angleain accounting treatment of
coal positions that are expected to be part offffaened sale of our international commodities opiera

We experienced higher average VaR for e g¥nded December 31, 2008 compared to the ydaddhecember 31, 2007, primarily due
to a higher number of economic hedges of accrusitipas, increased volatility of commodity markeices, and an increase in our trading
activities discussed below. We discuss our markzsoket results in more detail in tdobal Commoditiesection.

The following table details our VaR for ttrading portion of our wholesale marketing an#t risanagement derivative assets and liabil
subject to mark-to-market accounting over a onefudgling period at a 99% confidence level for 2608 2007:

Wholesale Trading VaR

For the year ended December 31, 2008 2007
(In millions)

Average $17.¢ $11.C

High 27.¢ 17.4

Trading VaR was higher during 2008 as comparedd@72due to increased price volatility and greatemaunt of risk the Global Commaoditi



operation group managed during the year.

Our trading positions can be used to matiageommodity price risk of our customer suppl§haties and our generation facilities. We
also engage in proprietary trading activities, titouas previously discussed, the Company is puysaiimew business strategy and proprietary
trading will be sharply curtailed going forward.afling activities are managed through daily VaR stog loss limits and liquidity guidelines.
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Due to the inherent limitations of statiatimeasures such as VaR and the seasonality nfehdn market prices, the VaR calculation |
not reflect the full extent of our commodity prigsk exposure. Additionally, because our VaR methogly uses a linear approximation
method, actual changes in the value of optionsuimportfolio resulting from significant price chaaggymay differ from estimates generated
using this methodology. As a result, actual chamgdise fair value of derivative assets and lidigii subject to mark-to-market accounting
could differ from the calculated VaR, and such demncould have a material impact on our finanesadlts.

While VaR reflects the risk of loss undermal market conditions, stress testing capture<Citimpany's exposure to unlikely but plaus
events in abnormal markets. We regularly condushemic value stress tests for our market activitigiag multiple scenarios that assume
stressed changes in both price level and spreattfitidnal scenarios focus on the risks predomiiairidividual portions of our business
segments and include scenarios that focus on fagsn@ration, customer demand growth or demandudzigin, or a shift in the composition
load serving customers.

Along with VaR, stress testing is importanmeasuring and controlling risk. Stress teséngances the understanding of the Company's
risk profile and loss potential, and stress losgesnonitored against limits. We also use stregmtgin approvals of non-standard transactions
and for cross-business risk measurement, as wal &gput to economic capital allocation. Stress tesults, trends, and explanations are
provided each month to the Company's senior manageamd to the lines of business to help them beteasure and manage risks and to
understand event risk-sensitive positions.

EVaR:

Where VaR is a measure of risk for our mark-to-reaigortfolios, EVaR is a measure that attemptstionate the sensitivity of our total
portfolio economic value to changes in market idhe EVaR measure includes all positions of oerafmant business, including Generation,
Customer Supply, and Global Commodities operatiBash business day, the Company undertakes EVaRla@bns that include both its
trading and its non-trading risks. EVaR for nording positions measures the amount of potentiahghan the fair values of the exposures
related to accrual exposures. EVaR is a one-dapumea&alculated at a 95% confidence level using@al time horizon. At December 31,
2008, our EVaR was approximately $136 million, whiepresents a 31% decline from its level of $195an in mid-September 2008, when
we started reducing the risk of our Global Commiediportfolio. At January 31, 2009, EVaR has dedifurther to approximately $90 millic
EVaR is a statistical risk measurement model stibgelimitations similar to those of VaR.

Interest Rate Risk

We are exposed to changes in interest rates aul o financing through our issuance of variatdée and fixed-rate debt and certain related
interest rate swaps. We may use derivative instntsnt® manage our interest rate risks.

In July 2004, to optimize the mix of fixadd floating-rate debt, we entered into interetst savaps relating to $450.0 million of our long-
term debt. These fair value hedges effectively eohour current fixed-rate debt to a floating-risistrument tied to the three month London
Inter-Bank Offered Rate. Including the $450.0 roillin interest rate swaps, approximately 9% oflong-term debt is floating-rate.

We discuss our use of derivative instruraémtmanage our interest rate risk in more detdildte 13 to Consolidated Financial
Statements

The following table provides informationcat our debt obligations that are sensitive torggerate changes:

Principal Payments and Interest Rate Detail by Cradtual Maturity Date

Fair value at
Thereafter December 31
2009 2010 2011 2012 2013 Total 2008
(Dollars in millions)
Long-term debt
Variable-rate deb $ — $ — $ — $2732 $10C $ 453t $ 736.7 $ 736.7
Average interest rate (. —% —% —% 3.7% 1.3% 1.4%% 2.24%
Fixec-rate debt (B $2,566.5C) $56.¢ $81.6 $624.1 $466.¢ $3,640.! $7,436.. $ 6,290.:
Average interest ral 9.92% 5.6§% 59 % 6.82% 6.06% 6.64% 7.78%

(A) Interest on variable rate debt is included basedtenforward curve for interest rates at Decembir 2008.

(B) Fixedrate debt includes $697.7 million of principal fiwe Zero Coupon Senior Notes, assuming the noteaarredeemed prior
June 19, 2023 and the original issue discount aesmuntil redemption.

(C)  Amount excludes $250.8 million of long-term deht b periodically remarketed and could requiretasepay the debt prior to
maturity of which $25.0 million is classified ag@nt portion of long-term debt in our ConsolidatBelance Sheets and in Note 9 to
Consolidated Financial Statemen
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Security Price Risk

We are exposed to price fluctuations in financiarkets primarily through our pension plan assatsnoiclear decommissioning trust funds,
and trust assets securing certain executive ben®fi¢ are required by the NRC to maintain exteyrfathded trusts for the costs of
decommissioning our nuclear power plants. We dsows nuclear decommissioning trust funds in metaitlin Note 1 to Consolidated
Financial Statemeni.

A hypothetical 10% decrease in securitggsj excluding our pension plan assets, wouldtrésah approximate $105.2 million reduction
in the fair value of our financial investments the¢ classified as available-for-sale securitigslugling cash. In 2008, our actual loss on
pension plan assets was $364.9 million due to fsigmt declines in the markets in which plan asae¢sinvested. We describe our funding
requirements in more detail in tBefined Benefits Plans and Funded Stateistion. We describe our financial investments arerdetail in
Note 4 to Consolidated Financial Stateme, and our pension plans Mote 7 to Consolidated Financial Statements

Foreign Currency Risk

Our merchant energy business is exposed to thecingpéoreign exchange rate fluctuations. This fgnecurrency risk arises from our activit
in countries where we transact in currencies difen the U.S. dollar. In 2008, our exposure toifpreurrency risk was not material. We
manage our exposure to foreign currency exchartgeisk using a comprehensive foreign currency meggrogram. While we cannot predict
currency fluctuations, the impact of foreign cuagmxchange rate risk could be material, althoughexpect it will be minimal with respect to
the Euro-dollar or British pound as we divest auefnational commodities operation. We will congrto have limited exposure to the
Canadian dollar due to our gas and power operations

Credit Risk

We are exposed to credit risk through our merckantgy business and BGE's operations. Creditsiike loss that may result from
counterparties' nonperformance and retail collesti®Ve evaluate the credit risk of our Global Cordities operation and our retail activities
separately as discussed below.

Wholesale Credit Risk

We measure wholesale credit risk as the replaceoawsttfor open energy commodity and derivativedaations (both mark-to-market and
accrual) adjusted for amounts owed to or due froomterparties for settled transactions. The rephace cost of open positions represents
unrealized gains, net of any unrealized lossesrawve have a legally enforceable right of setofé MWonitor and manage the credit risk of our
Global Commodities operation through credit pokcand procedures, which include an establishedtapgroval process, daily monitoring of
counterparty credit limits, the use of credit métign measures such as margin, collateral, or grepat arrangements, and the use of master
netting agreements.

As of December 31, 2008 and 2007, countégsain the credit portfolio of our Global Commubes operation had the following public
credit ratings:

200¢ 2007
At December 31
Rating
Investment Grade (: 52%  44%
Non-Investment Grad 15 7
Not Ratec 33 49

1) Includes counterparties with an investment gradegpby at least one of the major credit rating ages. If split rating exists, the
lower rating is used.

Our exposure to "Not Rated" counterpantias $1.5 billion at December 31, 2008 compare®ta $illion at December 31, 2007. This
decrease was mostly due to a decrease in our [idforedit exposure to natural gas customersriational coal customers, and freight
companies that do not have public credit ratingthdugh not publicly rated, many of these counteipga are considered investment grade
equivalent based on our internal credit ratings.

We utilize internal credit ratings to evatlel the creditworthiness of our wholesale custoniectuding those companies that do not have
public credit ratings. Based on internal creditnmgs, approximately $883.7 million or 60% of thepegure to unrated counterparties was rated
investment grade equivalent at December 31, 208&pproximately $682.9 million or 33% was ratedeisivnent grade equivalent at
December 31, 2007. The following table provideshiteakdown of the credit quality of our wholesaledit portfolio based on our internal
credit ratings.



200¢ 2007
At December 31,

Investment Grade Equivale 7% 62%
Non-Investment Grade Equivale 26 38

Our total exposure, net of collateral, éoigterparties across our entire wholesale portfsl®4.5 billion as of December 31, 2008. The top
ten counterparties account for approximately 32%uftotal exposure. As shown in the table belosvsingle counterparty concentration
comprises more than 10% of the total exposureeptrtfolio.

If a counterparty were to default on itstractual obligations and we were to liquidate $&otions with that entity, our potential creditd
would include all forward and settlement exposuuss any additional costs related to termination weplacement of the positions. This would
include contracts accounted for using the mark-toket, hedge, and accrual accounting methods ntloeiiat owed or due from settled
transactions, less any collateral held from thentewparty. In addition, if a counterparty were tdalilt under an accrual contract that is
currently favorable to us, we may recognize a nigtadverse impact on our results in the futuréveey period to the extent that we are
required to replace the contract that is in defaithh another contract at current market pricesrdauce our credit risk with
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counterparties, we attempt to enter into agreenthatsallow us to obtain collateral on a contingeasis, seek third-party guarantees of the
counterparty's obligation, and enter into nettiggeaments that allow us to offset receivables ayaples with forward exposure across many
transactions.

Our total exposure of $4.5 billion, netooflateral, includes accrual positions and derixegti The portion of our wholesale credit risk
related to transactions that are recorded in oumsGlidated Balance Sheets, net of collateral, s@&pproximately $1.7 billion and primarily
relates to open energy commodity positions from@labal Commodities operation that are accountedistng mark-to-market accounting,
derivatives that qualify for designation as hedgeder SFAS No. 133, as well as amounts owed byesgiaté counterparties for transactions
that settled but have not yet been paid.

The following table highlights the creditajity and exposures related to these activitid3eatember 31, 2008:

Total

Exposure
Before E Net p
Credit Credit Net Number of Cozﬁ?esrl;frt(i)es
Collateral Collateral Exposure Counterparties Greater than 10% of  Greater than 10% of Net
Rating Net Exposure Exposure
(Dollars in millions)
Investment grad $ 159 $ 38z $ 1,21: — $ —
Split rating 7 — 7 — —
Nor-investment grad 255 53 20z — —
Internally rate—investment grad 29z 6C 23z — —
Internally rate—nor-investment grad 96 11 85 — —
Total $ 2246 $ 50€ $ 1,74( — $ —

Due to volatility in the prices of energynemodities and derivatives, the market value otremtual positions with individual
counterparties could exceed established creditdior collateral provided by those counterpartiesuch a counterparty were then to fail to
perform its obligations under its contract (for eyade, fail todeliver the power our Global Commodities operatiad contracted for), we cot
incur a loss that could have a material impact anfimancial results.

If a counterparty were to default and weene liquidate all contracts with that entity, auedit loss would include the loss in value of
derivative contracts recorded at fair value, th@ant owed for settled transactions, and additipagiments, if any, that we would have to
to settle unrealized losses on accrual contrattaddition, if a counterparty were to default underaccrual contract that is currently favorable
to us, we may recognize a material adverse impaatii results in the future delivery period to éxtent that we are required to replace the
contract that is in default with another contraatirrent market prices. These potential losseddvioe limited to the extent that the in-the-
money amount exceeded any credit mitigants suclasts, letters of credit, or parental guaranteepatipg the counterparty obligation.

We also enter into various wholesale tratisas through ISOs. These ISOs are exposed toieqanrty credit risks. Any losses relating to
counterparty defaults impacting the ISOs are atkxt#o and borne by all other market participantthe ISO. These ISOs have established
credit policies and practices to mitigate the exgpe®f counterparty credit risks. As a market pgvtint, we continuously assess our expost
the credit risks of each ISO.

BGE is exposed to wholesale credit riskosuppliers for electricity and gas to servedtsil customers. BGE may receive performance
assurance collateral to mitigate electricity sugnglicredit risks in certain circumstances. Perforoe assurance collateral is designed to protec
BGE's potential exposure over the term of the supphtracts and will fluctuate to reflect changesriarket prices. In addition to the collateral
provisions, there are supplier "step-up" provisjamisere other suppliers can step in if the eamyieation of a full-requirements service
agreement with a supplier should occur, as wedpggific mechanisms for BGE to otherwise repladauwtd supplier contracts. All costs
incurred by BGE to replace the supply contracttaree recovered from the defaulting supplier onfraustomers through rates.

Retail Credit Risl

We are exposed to retail credit risk through ounpetitive electricity and natural gas supply atigad, which serve commercial and industrial
companies, and through BGE's electricity and nagas distribution operations. Retail credit riglsults when customers default on their
contractual obligations or fail to pay for serviemdered. This risk represents the loss that magdugred due to the nonpayment of customer
accounts receivable balances, as well as thedossthe resale of energy previously committed tweseustomers of our nonregulated retail
businesses.

Retail credit risk is managed through d&hbd credit approval policies, monitoring custoregposures, and the use of credit mitigation
measures such as letters of credit or prepaymeari@gements. In addition, we have taken steps tmangour credit staff in response to curi
economic conditions.

Retail credit quality is dependent on theremy and the ability of our customers to manageugh unfavorable economic cycles and
other market changes. If the business environmen¢ o be negatively affected by changes in ecomomother market conditions, our ret



credit risk may be adversely impacted.

Our retail credit portfolio is diversifiedith no significant company or industry concentas. In 2008, reserve levels have been increase
across our retail businesses due to indicatorgt@frirating credit quality and macroeconomic slowd.

BGE is subject to retail credit risk assped with both the delivery portion of a custombiflsas well as on the uncollectible expense or
credit risk from the gas and/or electric commogitytion of the bills of those customers to whom B&#iis the gas and electric commaodity.
Although both BGE's delivery and commodity ratedude some level of costs for uncollectible custoaeEounts receivable expenses, full
recovery is not guaranteed and BGE is exposedesetpotential losses and related carrying costs.
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Operational Risk

Operational risk is the risk associated with huraaor or a failure of our processes and systemexiarnal factors. We are exposed to many
types of operational risks, including the risk i#uid by employees or outsiders, clerical and rekesping errors, and computer systems
malfunctions. In addition, we may also be subjedisruptions in our operating systems arising fearants that are wholly or partially beyond
our control, such as natural disasters, acts afriem, and computer viruses, which may give risl$ses in service to customers and/or
monetary losses to us.

We own and operate a number of power géineréacilities, which utilize a diverse mix of fugources to include coal, gas, oil, hydro,
biomass, and nuclear. We are exposed to risk negdfbom generating plants not being availablernadpice energy and the risks related to
physical delivery of energy to meet our customeegds. If one or more of our generating faciliteesot able to produce electricity when
required due to operational factors, we may haverego sales opportunities or fulfill fixed-prisales commitments through the operation of
other more costly generating facilities or throulgé purchase of energy in the wholesale markeigaeh prices. We purchase electricity from
generating facilities we do not own. If one or moféhose generating facilities were unable to pralelectricity due to operational factors, we
may be forced to purchase electricity in the whalkesnarket at higher prices. This could have a risdtedverse impact on our financial rest

Our nuclear plants produce electricity atlatively low marginal cost. The Nine Mile Pofatility and the Ginna facility sell 90% of their
respective output under unit-contingent power pasehagreements (we have no obligation to provisepd the units are not available) to the
previous owners. However, if an unplanned outageuweoccur at Calvert Cliffs during periods whesnshnd was high, we may have to
purchase replacement power at potentially highieeprto meet our obligations, which could have &emie adverse impact on our financial
results.

We are exposed to the risk that availableces of supply may differ from the amount of powemanded by our customers under fixed-
price load-serving contracts. During periods ofhhitgmand, our power supplies may be insufficiersietwe our customers' needs and could
require us to purchase additional energy at highiees. Alternatively, during periods of low demandr electricity supplies may exceed our
customers' needs and could result in us sellingetkeess energy at lower prices. Either of thosrinistances could have a negative impact on
our financial results.

We are also exposed to variations in theeprand required volumes of natural gas, oil, @al we burn at our power plants to generate
electricity. Therefore, high commaodity prices irese the impact of generator outages and variahtg lwit as long as the electricity and fuel
prices move in tandem, we have limited exposuhanging commaodity prices. During periods of higimé&nd on our generation assets, our
fuel supplies may be insufficient and could requiseto procure additional fuel at higher pricedeAatively, during periods of low demand on
our generation assets, our fuel supplies may exeeedeeds, and could result in us selling the &xfeels at lower prices. Either of these
circumstances will have a negative impact on quarftial results.

Item 7A. Quantitative and Qualitative Disclosures &out Market Risk

The information required by this item with resptctnarket risk is set forth ihem 7of Part Il of this Form 10-K under the headiRipk
Managemen.

79




Table of Contents

Item 8. Financial Statements and Supplementary Data
REPORTS OF MANAGEMENT

Financial Statements

The management of Constellation Energy Group,dnd. Baltimore Gas and Electric Company (the "Corgshis responsible for the
information and representations in the Companieahtial statements. The Companies prepare thediabstatements in accordance with
accounting principles generally accepted in thetddhStates of America based upon available fadscaoumstances and management's best
estimates and judgments of known conditions.

PricewaterhouseCoopers LLP, an indepenggigtered public accounting firm, has auditedfihancial statements and expressed their
opinion on them. They performed their audit in ademce with the standards of the Public CompanyAnting Oversight Board (United
States).

The Audit Committee of the Board of Dirastowhich consists of four independent Directoreeta periodically with management,
internal auditors, and PricewaterhouseCoopers blLettiew the activities of each in discharging tlresponsibilities. The internal audit staff
and PricewaterhouseCoopers LLP have free accéle toudit Committee.

Management's Report on Internal Control Over Finarad Reportinc—Constellation Energy Group, Inc.

The management of Constellation Energy Group, (@onstellation Energy), under the direction ofptscipal executive officer and principal
financial officer, is responsible for establishizigd maintaining adequate internal control overrfaial reporting as defined in Exchange Act
Rule 13a-15(f).

Constellation Energy's system of interrmaitool over financial reporting is designed to pd@/wreasonable assurance to Constellation
Energy's management and Board of Directors reggttiie reliability of financial reporting and thegpiaration of financial statements for
external purposes in accordance with generallymedeaccounting principles in the United StateAmierica.

The management of Constellation Energy ootetl an evaluation of the effectiveness of Coladteh Energy's internal control over
financial reporting using the frameworklimernal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatioins
the Treadway Commission (COSO). As noted in the O@8mework, an internal control system, no méaitax well conceived and operated,
can provide only reasonable-not absolute-assutantmnagement and the Board of Directors regaraahievement of an entity's financial
reporting objectives. Based upon the evaluatioreuttis framework, management concluded that Catte Energy's internal control over
financial reporting was effective as of DecemberZ308.

PricewaterhouseCoopers LLP, an independgjigtered public accounting firm, has auditeddfiectiveness of Constellation Energy's
internal control over financial reporting as of [@etber 31, 2008, as stated in their report on thé pege.

7/?%@ A Jﬂmu_»{{mr

Mayo A. Shattuck IlI Jonathan W. Thayer
Chairman of the Board, President and Chief Exeeu@ificer Senior Vice President and Chief Financial Offi

Management's Report on Internal Control Over Finarad Reportinc—Baltimore Gas and Electric Company

The management of Baltimore Gas and Electric CompRGE), under the direction of its principal exéea officer and principal financial
officer, is responsible for establishing and mairitey adequate internal control over financial ndjmy as defined in Exchange Act Rule 13a-15

().

BGE's system of internal control over fiogh reporting is designed to provide reasonakdei@nce to BGE's management and Board of
Directors regarding the reliability of financialp@rting and the preparation of financial statemémtexternal purposes in accordance with
generally accepted accounting principles in thetéthStates of America.

The management of BGE conducted an evaluati the effectiveness of BGE's internal contregrdfinancial reporting using the
framework ininternal Control—Integrated Framewoitsued by the Committee of Sponsoring Organizatafriee Treadway Commission
(COSO0). As noted in the COSO framework, an intecoaltrol system, no matter how well conceived apelrated, can provide only
reasonable-not absoluéssurance to management and the Board of Diraegasding achievement of an entity's financial répg objectives
Based upon the evaluation under this framework,agament concluded that BGE's internal control dwancial reporting was effective as of
December 31, 200t



This annual report does not include arstdten report of BGE's independent registeredipw@acounting firm regarding internal control
over financial reporting. Management's report waissuibject to attestation by BGE's independenstemgd public accounting firm pursuant to
temporary rules of the Securities and Exchange Cigsiom that permit BGE to provide only managemeep®rt in this annual report.

ww.@m} Sl

Kenneth W. DeFontes, . Kevin W. Hadlock
President and Chief Executive Offic Senior Vice President and Chief Financial Offi

80




Table of Contents
REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Constellation Energy Group, Inc.

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{apfesent fairly, in all material respects, the
financial position of Constellation Energy Groupe.land its subsidiaries (the Company) at Decer@bg2008 and 2007, and the results of
their operations and their cash flows for eacthefthree years in the period ended December 3B i20fbnformity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial statemschedule listed in the index appearing
under Item 15(a) (2) presents fairly, in all maderespects, the information set forth therein whesad in conjunction with the related
consolidated financial statements. Also in our @ginthe Company maintained, in all material respeeffective internal control over financial
reporting as of December 31, 2008, based on @itstablished iternal Control—Integrated Framewoigsued by the Committee of
Sponsoring Organizations of the Treadway Commis€@dSO). The Company's management is responsibtedse financial statements and
financial statement schedule, for maintaining dffecinternal control over financial reporting aftd its assessment of the effectiveness of
internal control over financial reporting, includedManagement's Report on Internal Control OveaRtial Reporting appearing under Iten
Our responsibility is to express opinions on th@sancial statements, on the financial statemenédale, and on the Company's internal
control over financial reporting based on our im&gd audits. We conducted our audits in accordaitbethe standards of the Public Comp.
Accounting Oversight Board (United States). Thdsedards required that we plan and perform thetsitoliobtain reasonable assurance about
whether the financial statements are free of malterisstatement and whether effective internal mdmtver financial reporting was maintained
in all material respects. Our audits of the finahstatements included examining, on a test bagidence supporting the amounts and
disclosures in the financial statements, assesagccounting principles used and significannestés made by management, and evaluating
the overall financial statement presentation. Quditeof internal control over financial reportingcluded obtaining an understanding of internal
control over financial reporting, assessing thk tiigt a material weakness exists, and testingeaatliating the design and operating
effectiveness of internal control based on thesseskrisk. Our audits also included performing satbler procedures as we considered
necessary in the circumstances. We believe thaaudits provide a reasonable basis for our opinions

As discussed iNote 1to the consolidated financial statements, in 20@8Gompany changed its method of accounting for the
measurement of fair value and classifying certaitateral balances. As discussedNiate 1to the consolidated financial statements, in 20@
Company changed its method of accounting for uagetax positions. As discussedNiote 7to the consolidated financial statements, in 2006
the Company changed its method of accounting flinelé benefit pension and other postretirementglan

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thaefifain to the maintenance of records tha
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (i) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

We have also previously audited, in accocgawith the standards of the Public Company ActingrOversight Board (United States), the
consolidated balance sheets of Constellation En@rgyp, Inc. and its subsidiaries as of Decembef8@6, 2005, and 2004, and the related
consolidated statements of income (loss), cashsflawnd common shareholders' equity and compreteeimgieme for the years ended
December 31, 2005 and 2004 (none of which are ptedderein); and we expressed unqualified opinconthose consolidated financial
statements. In our opinion, the information settfan the Summary of Operations and Summary of ke Condition of Constellation Ener
Group, Inc. and its subsidiaries included in thee&ed Financial Data appearing under Item 6 fehes the five years in the period ended
December 31, 2008, is fairly stated, in all matadapects, in relation to the consolidated finahsiatements from which it has been derived.

JPM;-I-NMC-,.#I Lef

PricewaterhouseCoopers LLP
Baltimore, Maryland
February 27, 2009
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To Board of Directors and Shareholder of Baltim@as and Electric Company

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{&)p¢esent fairly, in all material respects, the
financial position of Baltimore Gas and Electricimany and its subsidiaries (the Company) at DeceBbe2008 and 2007, and the results of
their operations and their cash flows for eacthefthree years in the period ended December 38 i20fbnformity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial statamhechedule listed in the index appearing
under Item 15(a) (2) presents fairly, in all maerespects, the information set forth therein whesad in conjunction with the related
consolidated financial statements. These finarstakments and financial statement schedule amrespensibility of the Company's
management. Our responsibility is to express aniopion these financial statements and financékstent schedule based on our audits. We
conducted our audits of these statements in aceoedaith the standards of the Public Company ActingrOversight Board (United States).
Those standards require that we plan and perfoenadldit to obtain reasonable assurance about wttbthénancial statements are free of
material misstatement. Our audits of the finansfatements included examining, on a test basideaee supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significantesties made by management, and evaluating
the overall financial statement presentation. Weetbe that our audits provide a reasonable basisdo opinion.

As discussed iNote 1to the consolidated financial statements, in 20@8Gompany changed its method of accounting for the
measurement of fair value. As discusseblate 1to the consolidated financial statements, in 20@7Gompany changed its method of
accounting for uncertain tax positions.

We have also previously audited, in accocgavith the standards of the Public Company ActingrOversight Board (United States), the
consolidated balance sheets of Baltimore Gas aectiitl Company and its subsidiaries as of Decer@be2006, 2005 and 2004, and the
related consolidated statements of income andftash for the years ended December 31, 2005 and 2f@ne of which are presented here
and we expressed unqualified opinions on thosedliolased financial statements. In our opinion, ittfermation set forth in the Summary of
Operations and Summary of Financial Condition dtiBeore Gas and Electric Company and its subsidgicluded in the Selected Financial
Data appearing under Item 6 for each of the fivaryén the period ended December 31, 2008, ig/faidted, in all material respects, in relal
to the consolidated financial statements from wiitid¢tas been derived.

JPM;-I-NMC-,.#I Lef

PricewaterhouseCoopers LLP
Baltimore, Maryland
February 27, 2009
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CONSOLIDATED STATEMENTS OF INCOME (LOSS)
Constellation Energy Group, Inc. and Subsidiaries

Year Ended December 3

2008

2007

2006

(In millions, except per share amount:

Revenues
Nonregulated revenu $16,134.( $17,794.4 $16,279.(
Regulated electric revenu 2,679.f 2,455.¢ 2,115.¢
Regulated gas revenu 1,004.¢ 943.( 890.(
Total revenue 19,818.: 21,193.: 19,284.¢
Expenses
Fuel and purchased energy exper 15,521.: 16,473.¢ 14,930.
Operating expenst 2,378.¢ 2,447 « 2,165.¢
Merger termination and strategic alternatives c 1,204. — 18.5
Impairment losses and other cc 741.¢ 20.z —
Workforce reduction cos 22.2 2.3 28.2
Depreciation, depletion, and amortizat 583.2 557.¢ 523.¢
Accretion of asset retirement obligatic 68.4 68.2 67.€
Taxes other than income tax 301.¢ 288.¢ 290.7
Total expense 20,821.¢ 19,858.! 18,025..
Net Gain on Sales of Upstream Gas Asse 25.t — —
Gain on Sale of Ga-Fired Plants — — 73.¢
(Loss) Income from Operations (978.7) 1,334.. 1,333t
Gain on Sales of CEP LLC Equity — 63.2 28.7
Other (Expense) Income (52.9) 158.¢ 66.1
Fixed Charges
Interest expens 399.1 311.¢ 329.2
Interest capitalized and allowance for borrowediinsed during constructic (50.0 (29.9 (23.9)
BGE preference stock dividen 13.2 13.2 13.2
Total fixed charge 362.2 305.¢ 328.7
(Loss) Income from Continuing Operations Before Inome Taxes (1,392.Y) 1,250." 1,099.¢
Income Tax (Benefit) Expens¢ (78.9) 428.% 351.(
(Loss) Income from Continuing Operations (1,314.9 822.¢ 748.¢€
(Loss) Income from discontinued operations, nehodéme taxes of $1.5, and $107.7,
respectively — (0.9 187.¢
Net (Loss) Income $(1,314.) $ 821t $ 936.4
(Loss) Earnings Applicable to Common Stocl $(1,314.) $ 821t $ 936.4
Average Shares of Common Stock Outstandi—Basic 179.1 180.z 179.¢
Average Shares of Common Stock Outstandir—Diluted 179.1 182.t 181.
(Loss) Earnings Per Common Share from Continuing Oprations—Basic $ (7.39 $ 4.5¢ $ 417
(Loss) Income from discontinued operatic — (0.01) 1.0t
(Loss) Earnings Per Common Shar—Basic $ (7.39 $ 45E $ 5.2
(Loss) Earnings Per Common Share from Continuing Oprations—Diluted $ (7.39 $ 451 $ 4.1Z
(Loss) Income from discontinued operatic — (0.01 1.04
(Loss) Earnings Per Common Shar—Diluted $ (7.39 $ 4.5C $ 5.1¢
Dividends Declared Per Common Shar $ 191 $ 1.7¢ $ 151

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

Constellation Energy Group, Inc. and Subsidiaries

At December 31 2008 2007
(In millions)
Assets
Current Assets
Cash and cash equivalel $ 202.: $ 1,095.¢
Accounts receivable (net of allowance for uncoltdes 0f$240.6and $44.9, respective 3,389.¢ 4,289.!
Fuel stocks 717.¢ 591.:
Materials and supplie 224.F 207.5
Derivative asset 1,465.( 760.¢
Unamortized energy contract ass 81.c 32.C
Restricted cas 1,030.t 41.¢
Deferred income taxe 268.( 300.7
Other 815.t 366.2
Total current asse 8,194.¢ 7,685.¢
Investments and Other Noncurrent Assets
Nuclear decommissioning trust fun 1,006.: 1,330.¢
Other investment 421.( 542.2
Regulatory assets (n¢ 4947 576.2
Goodwill 4.6 261.c
Derivative asset 851.¢ 1,030.:
Unamortized energy contract ass 173.1 178.<
Other 4212 370.¢
Total investments and other noncurrent as 3,372.¢ 4,289.¢
Property, Plant and Equipment
Nonregulated property, plant and equiprr 8,866.: 8,087.(
Regulated property, plant and equipm 6,419.« 6,051..
Nuclear fuel (net of amortizatiol 443.( 374.%
Accumulated depreciatic (5,012.) (4,745.9)
Net property, plant and equipme 10,716.! 9,767..
Total Assets $22,284.: $21,742.:

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassifieddnform with the current year's presentation.
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CONSOLIDATED BALANCE SHEETS
Constellation Energy Group, Inc. and Subsidiaries

At December 31 2008 2007
(In millions)

Liabilities and Equity
Current Liabilities

Shor-term borrowings $ 855.7 $ 14
Current portion of lon-term debt 2,591.! 380.¢
Accounts payable and accrued liabilit 2,370.: 2,630.:
Customer deposits and collate 120.: 146.€
Derivative liabilities 1,241.¢ 1,134.:
Unamortized energy contract liabiliti 393.t 392.2
Accrued expense 373.1 528.t
Other 514.: 4275
Total current liabilities 8,460.. 5,653.¢

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxe 677.( 1,588.!
Asset retirement obligatior 987.: 917.¢
Derivative liabilities 1,115.( 1,118.¢
Unamortized energy contract liabiliti 906.4 1,218.¢
Defined benefit obligation 1,354. 828.¢
Deferred investment tax cred 441 50.t
Other 249.¢ 155.¢
Total deferred credits and other noncurrent li&ibai 5,333.° 5,878.¢

Capitalization

Long-term debt 5,098." 4,660.f
Minority interests 20.1 19.2
BGE preference stock not subject to mandatory rediem 190.( 190.(
Common shareholders' equ 3,181. 5,340.:
Total capitalizatior 8,490.: 10,209.¢

Commitments, Guarantees, and Contingencies (see Nat2

Total Liabilities and Equity $22,284.. $21,742.:

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassifeddnform with the current year's presentation.
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CONSOLIDATED

STATEMENTS OF CASH FLOWS

Constellation Energy Group, Inc. and Subsidiaries

Year Ended December 31, 2008 2007 2006
(In millions)
Cash Flows From Operating Activities
Net (loss) incom: $(1,314.2) $ 821t $ 936.¢
Adjustments to reconcile to net cash provided bgrafing activities
Gain on sales of g-fired plants and discontinued operatic — — (191.9
Depreciation, depletion, and amortizat 583.2 557.¢ 523.¢
Amortization of nuclear fue 123.¢ 114.% 99.t
Amortization of energy contrac (256.7) (222.9 (105.2)
All other amortizatior 40.t 11.2 26.¢
Accretion of asset retirement obligatic 68.4 68.2 67.€
Deferred income taxe (122.¢) 226.2 128.(
Investment tax credit adjustmel (6.4) 6.7) (6.9
Deferred fuel cost 52.C (248.0) (348.5)
Defined benefit obligation expen 99.€ 111.¢ 129.7
Defined benefit obligation paymer (120.9) (165.9 (89.2)
Merger termination and strategic alternatives c 541.¢ — —
Workforce reduction cos’ 22.2 2.3 28.2
Impairment losses and other cc 741.¢ 20.2 —
Impairment losses on nuclear decommissioning asséts 165.( 8.5 —
Gains on sale of CEP LLC equi — (63.9) (28.7)
Gains on sales of assets and investm (38.1) — —
Gains on termination of contrac (73.1) — —
Equity in earnings of affiliates less than dividerdceivec 6.3 452 27.¢
Derivative power sales contracts classified agiititeg activities under SFAS No. 1 (107.2) 32.2 2.€
Changes in working capit
Accounts receivable, excluding mar¢ 606.7 (664.2) (237.%)
Derivative assets and liabilities, excluding caltat (757.9 (138.2) (286.7)
Net collateral and margi (960.3) 49.€ (630.6)
Materials, supplies, and fuel stoc (33.5) (66.4) (267.2)
Other current asse (95.9) (18.5) 343.t
Accounts payable and accrued liabilit (225.¢) 448.¢ 380.t
Liability for unrecognized tax benefi 79.7 71.¢ —
Other current liabilitie: (238.7) (14.0) 19.¢
Other (55.9) (54.5) 2.5
Net cash (used in) provided by operating activi (1,274.) 927.¢ 525.:
Cash Flows From Investing Activities
Investments in property, plant and equipmr (1,934.) (1,295.) (962.9
Asset acquisitions and business combinations, fneagh acquire: (315.9) (347.5) (137.¢)
Investments in nuclear decommissioning trust fuemlisties (440.¢ (659.5) (492.5)
Proceeds from nuclear decommissioning trust fuedritées 421.¢ 650.7 483.7
Net proceeds from sale of (-fired plants and discontinued operatic — — 1,630.°
Issuances of loans receival — (19.0) (65.4)
Proceeds from sales of investments and other ¢ 446.° 13.¢ 43.¢
Contract and portfolio acquisitiol — (474.2) 2.3
(Increase) decrease in restricted fu (942.¢) (109.9 7.7
Other 21.7 (45.9) 54.¢
Net cash (used in) provided by investing activi (2,742.9) (2,286.9) 560.1
Cash Flows From Financing Activities
Net issuance (maturity) of sh-term borrowings 813.7 14.C 0.7)
Proceeds from issuance of common si 17.€ 65.1 84.4
Proceeds from issuance of l-term debi 3,211.¢ 698.2 852.(
Proceeds from initial public offering of CE — — 101.2
Common stock dividends pa (336.9) (306.0) (264.0
Reacquisition of common sto (16.2) (409.5) —
Proceeds from contract and portfolio acquisiti — 847.¢ 221.C
Repayment of lor-term debt (577.9) (745.9) (609.7)
Derivative power sales contracts classified asiiiteg activities under SFAS No. 1. 107.2 (32.2) (2.€)
Debt financing cost (104.¢) — —
Other 8.2 334 8.1
Net cash provided by financing activiti 3,123 165.5 390.7
Net (Decrease) Increase in Cash and Cash Equivaler (893.%) (1,193.) 1,476..
Cash and Cash Equivalents at Beginning of Yee 1,095.¢ 2,289.: 813.(
Cash and Cash Equivalents at End of Yea $ 202.: $1,095.¢ $2,289.:
Other Cash Flow Information:
Cash paid during the year f
Interest (net of amounts capitalize $ 341« $ 291.¢ $ 304.7
Income taxe: $ 119.: $ 282. $ 109.:

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassifieddnform with the current year's presentation.
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CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS' EQU ITY AND COMPREHENSIVE INCOME

Constellation Energy Group, Inc. and Subsidiaries

Year Ended December 31, 2008, 2007, and 2

Common Stock

Shares

Retainec

Amount Earnings

Accumulated

Other
Comprehensive

Loss

Total

Amount

(Dollar amounts in millions, number of shares in tusands)

Balance at December 31, 20C 178,30: $2,620.¢ $2,810.: $ (515.5) $ 4,915
Comprehensive Incon
Net income 936.4 936.4
Other comprehensive incor
Hedging instruments
Reclassification of net losses on hedging instrusyéom OCI to net income, net of taxes of $37 620.¢ 620.¢
Net unrealized loss on hedging instruments, néxads of $1,025. (1,683.9) (1,683.9)
Available-for-sale securities
Reclassification of net gains on securities from @et income, net of taxes of $( (0.2 0.2
Net unrealized gain on securities, net of taxeB4&i.5 69.7 69.7
Minimum pension liability, net of taxes of $4¢ 75.€ 75.€
Net unrealized loss on foreign currency transla (1.3 1.7)
Total Comprehensive Incon 936.4 (918.6) 17.€
Effect of adoption of SFAS No. 158, net of taxe$d11.3 (169.5) (169.5)
Common stock dividend declared ($1.51 per sk (272.¢) (272.6¢)
Common stock issued and st-based award 2,21¢ 117.¢ 117.¢
Other 0.3 0.2
Balance at December 31, 2006 180,51 2,738.¢ 3,474 (1,603.)  4,609.0
Comprehensive Incon
Net income 821.t 821.t
Other comprehensive incor
Hedging instruments
Reclassification of net losses on hedging instrusyétom OCI to net income, net of taxes of $6¢€ 1,124.¢ 1,124.¢
Net unrealized loss on hedging instruments, nédxas of $408.. (671.9) (671.7)
Available-for-sale securities
Reclassification of net gains on securities froml @et income, net of taxes of $: (1.6 (1.€)
Net unrealized gain on securities, net of taxeb2&.5 26.E 26.5
Defined benefit plans
Net gain arising during period, net of taxes o8] 11.€ 11.€
Amortization of net actuarial loss, prior servieest and transition obligation included in net pdit benefit
cost, net of taxes of $15 24.¢€ 24.€
Net unrealized gain on foreign currency translatiwet of taxes of $1. 7.0 7.C
Other (10.¢) (10.¢)
Total Comprehensive Incon 821.t 511.C  1,332!
Effect of adoption of FIN 4 (7.3 (7.3
Common stock dividend declared ($1.74 per sk (368.9) (368.9)
Common stock issued and st-based award 1,78¢ 184.2 184.:
Common stock purchast (1,847 (159.5) (159.%)
Common stock purchased and reti (2,024 (250.0 (250.0
Other (0.6) (0.€)
Balance at December 31, 20C 178,43 2,513 3,919. (1,092.¢) 5,340.
Comprehensive Los
Net loss (1,314.9) (1,314.¢)
Other comprehensive lo
Hedging instruments
Reclassification of net losses on hedging instrusyétom OCI to net income, net of taxes of $12 200.¢ 200.¢
Net unrealized loss on hedging instruments, nédxas of $561.1 (875.9) (875.9)
Available-for-sale securities
Reclassification of net losses on securities fro@l @ net income, net of taxes of $7! 81.7 81.7
Net unrealized losses on securities, net of tak&489.8 (197.5) (197.5
Defined benefit plans
Prior service cost arising during period, net atof $4.¢ (7.2 (7.2)
Net loss arising during period, net of taxes of %2 (339.9 (339.9
Amortization of net actuarial loss, prior serviast and transition obligation included in net pdit benefit
cost, net of taxes of $14 21.2 21.2
Net unrealized loss on foreign currency translatiet of taxes of $0. (3.2 (3.2)
Other 0.2 0.2
Total Comprehensive Lot (1,314.9) (1,119.9) (2,433.9)
Effect of adoption of SFAS No. 1¢ 0.9 0.¢
Common stock dividend declared ($1.91 per st (341.9) (341.9)
Common stock issued and st-based awards 21,40¢ 667.% (35.9) 631.5
Common stock purchasi (200) (16.1) (16.7)
Common stock purchased and reti (514) —
Other 0.2 0.2)
Balance at December 31, 20C 199,12¢  $3,164.! $2,228. $ (2,211.9 $3,181.

* Includes 19,897.3 million shares issued to MidAinan Energy Holdings Company. See Note 9 for ndeteil.

See Notes to Consolidated Financial Statemu
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CONSOLIDATED STATEMENTS OF INCOME

Baltimore Gas and Electric Company and Subsidiar

Year Ended December 3 2008 2007 2006
(In millions)
Revenues
Electric revenue $2,679.° $2,455. $2,115.¢
Gas revenue 1,024.( 962.¢ 899.t
Total revenue 3,703.° 3,418.! 3,015.¢
Expenses
Operating expenst
Electricity purchased for rese 1,880.: 1,500.¢ 1,167.¢
Gas purchased for res: 694.k 639.¢ 581.t
Operations and maintenar 537.¢ 533.¢ 496.1
Workforce reduction cos 6.4 — —
Merger termination and strategic alternatives c — — 4.7
Depreciation and amortizatic 227.¢ 234.% 227.t
Taxes other than income tax 174.% 176.2 168.%
Total expense 3,521.. 3,084.: 2,646.:
Income from Operations 182.t 334.: 369.1
Other Income 29.€ 26.¢ 6.C
Fixed Charges
Interest expens 144.; 127.¢ 104.¢
Allowance for borrowed funds used during constin 4.9 (2.6) (2.0
Total fixed charge 139.¢ 125.c 102.¢
Income Before Income Taxe! 72.2 235.¢ 272.5
Income Taxes
Current (18.2) (2.9 (22.€)
Deferred 40.z 100.( 126.¢
Investment tax credit adjustmel (1.3 (1.6) (1.6)
Total income taxe 20.7 96.C 102.2
Net Income 51.t 139.¢ 170.3
Preference Stock Dividend: 13.2 13.2 13.2
Earnings Applicable to Common Stock $ 38z $ 126.€ $ 157.1

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

Baltimore Gas and Electric Company and Subsidiar

At December 31 2008 2007
(In millions)
Assets
Current Assets

Cash and cash equivalel $ 10.7 $ 17.€
Accounts receivable (net of allowance for uncoltdes 0f$33.3and $20.3, respectivel 327.( 316.7
Accounts receivable, unbilled (net of allowanceudacollectibles 0$0.9and $0.8, respectivel 232 209.t
Investment in cash pool, affiliated compe 148.¢ 78.4
Accounts receivable, affiliated compan 4.3 4.2
Fuel stocks 143.7 98.¢
Materials and supplie 38.4 427
Prepaid taxes other than income ta 51.C 49.¢
Regulatory assets (n¢ 79.7 74.¢
Restricted cas 23.7 39.2
Other 10.¢ 7.4
Total current asse 1,070. 939.c

Investments and Other Assets

Regulatory assets (n¢ 494 576.2
Receivable, affiliated compatr 161.1 149.2
Other 131.¢ 148.1
Total investments and other ass 787.2 873.t
Utility Plant
Plant in servict
Electric 4,493.° 4,244 .
Gas 1,221.: 1,181."
Common 476.% 456.1
Total plant in servic 6,191.: 5,882.;
Accumulated depreciatic (2,191.0 (2,080.9
Net plant in servict 4,000.! 3,801..
Construction work in progres 225.7 166.4
Plant held for future us 2.6 2.4
Net utility plant 4,228.¢ 3,970.:
Total Assets $ 6,086.: $ 5,783.(

See Notes to Consolidated Financial Statements.
Certain prior-period amounts have been reclassitf@donform with the current period's presentation.
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CONSOLIDATED BALANCE SHEETS
Baltimore Gas and Electric Company and Subsidiar

At December 31 2008 2007
(In millions)

Liabilities and Equity
Current Liabilities

Shor-term borrowings $ 370.C $ —
Current portion of lon-term deb! 90.C 375.(
Accounts payable and accrued liabilit 231.( 182.2
Accounts payable and accrued liabilities, affilhtmmpanie: 97.C 164.5
Customer deposits and collate 72.2 70.t
Current portion of deferred income ta» 40.2 441
Accrued taxe: 18.¢ 34.4
Accrued expenses and otl 98.4 96.:
Total current liabilities 1,017.; 967.2

Deferred Credits and Other Liabilities

Deferred income taxe 843.2 785.¢
Payable, affiliated compar 243.2 243.7
Deferred investment tax cred 10.€ 11.¢€
Other 28.¢€ 33.¢
Total deferred credits and other liabiliti 1,125.7 1,074.¢

Long-term Debt

Rate stabilization bonc 564.4 623.2
First refunding mortgage bonds of B( — 119.7
Other lon¢-term debt of BGE 1,443.( 1,214t
6.20% deferrable interest subordinated debentwesdttober 15, 2043 to wholly owned BGE Cag
Trust Il relating to trust preferred securit 257.7 257.7
Long-term debt of nonregulated busins 25.C 25.C
Unamortized discount and premit (2.4 (2.6)
Current portion of lon-term deb! (90.0) (375.0
Total lon¢-term debt 2,197.7 1,862.
Minority Interest 16.€ 16.¢
Preference Stock Not Subject to Mandatory Redemptio 190.( 190.(
Common Shareholder's Equity
Common stocl 912.2 912.2
Retained earning 625.4 758.¢
Accumulated other comprehensive inca 0.6 0.7
Total common shareholder's equ 1,538.: 1,671.

Commitments, Guarantees, and Contingencies (see Nat2)

Total Liabilities and Equity $6,086.: $5,783.(

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Baltimore Gas and Electric Company and Subsidiar

Year Ended December 3 2008 2007 2006
(In millions)
Cash Flows From Operating Activities
Net income $ 51t $ 139.¢ $ 170.:
Adjustments to reconcile to net cash provided bgrafing activities
Depreciation and amortizatic 227.¢ 234.2 227.5
Other amortizatiol 13.2 12.5 13.€
Deferred income taxe 40.z 100.C 126.¢
Investment tax credit adjustmel (1.3 (1.6) 2.7
Deferred fuel cost 52.C (248.0) (348.5)
Defined benefit plan expens 30.¢€ 39.¢ 47.2
Allowance for equity funds used during construct (8.0 (4.9 3.7
Workforce reduction cos 6.4 — —
Changes it
Accounts receivabl (33.]) (181.5) 135.¢
Receivables, affiliated compani (0.2 1.7 (0.7
Materials, supplies, and fuel stoc (40.6) 9.6 (8.2
Other current asse (4.5 25.¢ (31.0
Accounts payable and accrued liabilit 48.€ (4.9 17.€
Accounts payable and accrued liabilities, affilatmmpanie: (67.5) 1.1 10.€
Other current liabilitie: (11.9 29.€ (0.9
Long-term receivables and payables, affiliated compe (45.7) (42.0 (70.7)
Other (29.0) (44.7) (27.5)
Net cash provided by operating activit 229.1 63.2 256.¢
Cash Flows From Investing Activities
Utility construction expenditures (excluding equityrtion of allowance for funds used duri
construction (426.9 (376.9 (320.¢
Change in cash pool at part (70.9 (7.8 (63.8)
Sales of investments and other as 12.¢ 0.8 (0.9
Decrease (increase) in restricted fu 15.5 (42.9) 10.:
Net cash used in investing activiti (468.9) (435.%) (374.5
Cash Flows From Financing Activities
Proceeds from issuance of sl-term borrowings 370.( — —
Proceeds from issuance of l-term debi 400.( 623.2 700.(
Repayment of lor-term debt (350.0 (124.9 (445.9
Debt issuance cos (2.7) — —
Preference stock dividends pi (13.2) (13.2) (13.2)
Distribution to paren (a71.%) (106.0 (128.7)
Net cash provided by financing activiti 232.¢ 379.2 113.¢
Net (Decrease) Increase in Cash and Cash Equivalet (6.9) 6.7 (4.2
Cash and Cash Equivalents at Beginning of Yee 17.€ 10.¢ 15.1
Cash and Cash Equivalents at End of Yea $ 10.7 $ 17.€ $ 10.¢
Other Cash Flow Information:
Cash paid (received) during the year -
Interest (net of amounts capitalize $ 126.¢ $ 126.: $ 87.
Income taxe: $ (5. $ (37.¢ $ 18.7

See Notes to Consolidated Financial Statements.

Certain prior-period amounts have been reclassit@donform with the current period's presentation.
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Notes to Consolidated Financial Statements

1 Significant Accounting Policies

Nature of Our Business

Constellation Energy Group, Inc. (Constellation i€y is an energy company that conducts its busiti@®ugh various subsidiaries including
a merchant energy business and Baltimore Gas autriel Company (BGE). Our merchant energy busireeasompetitive provider of energy
solutions for a variety of customers. BGE is a tatpd electric transmission and distribution gtitbmpany and a regulated gas distribution
utility company with a service territory that cosehe City of Baltimore and all or part of ten ctias in central Maryland. We describe our
operating segments Mote 3.

This report is a combined report of ConatEln Energy and BGE. References in this repoftu®" and "our" are to Constellation Energy
and its subsidiaries. References in this repattiéd'regulated business(es)" are to BGE.

Consolidation Policy

We use three different accounting methods to reparinvestments in our subsidiaries or other camgsg consolidation, the equity method,
and the cost method.

Consolidation
We use consolidation for two types of entities:

. subsidiaries (other than variable interest enjitiesvhich we own a majority of the voting stockyc

. variable interest entities (VIESs) for which we #ne primary beneficiary. Financial Accounting Stards Board (FASB
Interpretation No. (FIN) 46RConsolidation of Variable Interest Entitiesequires us to use consolidation when we are the
primary beneficiary of a VIE, which means that veéeé a controlling financial interest in a VIE. Wisaliss our investments in
VIEs in more detail ifNote 4.

Consolidation means that we combine thewaats of these entities with our accounts. Theegfour consolidated financial statements
include our accounts, the accounts of our majantyed subsidiaries that are not VIEs, and the atsof VIES for which we are the primary
beneficiary. We have consolidated two VIEs for vitige are the primary beneficiary. We eliminatdrgitrcompany balances and transactions
when we consolidate these accounts.

The Equity Method

We usually use the equity method to report invests)ecorporate joint ventures, partnerships, afiliséd companies (including qualifying
facilities and power projects) where we hold a 209%0% voting interest. Under the equity method reort:

. our interest in the entity as an investment in@ansolidated Balance Sheets, i
. our percentage share of the earnings from theyantur Consolidated Statements of Income (Lc

The only time we do not use this methaoiflvge can exercise control over the operationsauitties of the company. If we have control,
accounting rules require us to use consolidation.

The Cost Method

We usually use the cost method if we hold less thdf% voting interest in an investment. Underdbst method, we report our investment at
cost in our Consolidated Balance Sheets. We rezegncome only to the extent that we receive divitieor distributions. The only time we
not use this method is when we can exercise siggmifiinfluence over the operations and policiethefcompany. If we have significant
influence, accounting rules require us to use thetg method.

Sale of Subsidiary Stoc

We may sell portions of our ownership intereststigh public offerings of a subsidiary's stock. Tigh 2008, we recorded any gains or losses
on public offerings in our Consolidated Statemerfitsicome (Loss), as a component of hon-operatisgrme. Beginning in 2009, we will

apply the provisions of SFAS No. 180pncontrolling Interests in Consolidated Financ&thtements, an amendment of ARB NoW.

discuss SFAS No. 160 in further detail later irs tNote.



Regulation of Electric and Gas Busines

The Maryland Public Service Commission (MarylandCp8nd the Federal Energy Regulatory CommissioR@EEprovide the final
determination of the rates we charge our custofioersur regulated businesses. Generally, we follosvsame accounting policies and prac
used by nonregulated companies for financial répgrnder accounting principles generally acceptetie United States of America.
However, sometimes the Maryland PSC or the FER@rerdn accounting treatment different from thatiusenonregulated companies to
determine the rates we charge our customers.

When this happens, we and BGE must defetuie as an asset or liability in the Consolid&athnce Sheets and exclude from
Consolidated Statements of Income (Loss)) cereguilated business expenses and income as regudasets and liabilities. We and BGE
have recorded these regulatory assets and liabilitithe Consolidated Balance Sheets in accordaiticéStatement of Financial Accounting
Standards (SFAS) No. 7Accounting for the Effects of Certain Types of Ragn.

We summarize and discuss regulatory assetdiabilities further irfNote 6.
Use of Accounting Estimates

Management makes estimates and assumptions wheeripig financial statements under accounting ppiesi generally accepted in the Un
States of America. These estimates and assumgatftett various matters, including:

. our revenues and expenses in our Consolidatedngtatse of Income (Loss) during the reporting periods
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. our assets and liabilities in our Consolidated Be¢daSheets at the dates of the financial statenamds
. our disclosure of contingent assets and liabilisiethe dates of the financial statements.

These estimates involve judgments witheesp numerous factors that are difficult to peédind are beyond management's control. As a
result, actual amounts could materially differ frtimese estimates.

Reclassifications

We have reclassified certain prior-year amountcéonparative purposes for the following:

. Derivative assets and liabilities as of December2BD7 reflect the adoption of Staff Position FI8t B Amendment of FASB
Interpretation No. 39 on January 1, 2008. We discuss the adoptionadf Bosition FIN 39-1 in more detail in tiecounting
Standards Adopteskction.

. We have separately presented "Restricted cashiwdmmpreviously reported within "Other current assen our and BGE'
Consolidated Balance Sheets.

. We have separately presented "Amortization of rardieel,” "Amortization of energy contracts,"” andll"other amortization'
that were previously reported within "Depreciatidepletion, and amortization" on our Consolidatéate3nents of Cash Flows.

. We have separately presented "Net collateral arrdiniathat was previously reported within other Wiog capital accounts on
our Consolidated Statements of Cash Flows.

. We have separately presented "Other amortizatiwat"was previously reported within "Depreciatiomnl amortization™ or

BGE's Consolidated Statements of Cash Flows.

Revenues

Sources of Revenue

We earn revenues from the following primary bussnestivities:

. sale of energy and energy-related products, inaudiectricity, natural gas, coal, and other comities] in nonregulated
markets;

. providing standard offer service and deliveringtleity and natural gas to customers of BGE;

. trading energy and energy-related commodities; and,

. providing other energy-related nonregulated proslacd services.

We report BGE's revenues from standard aevice and delivery of electricity and naturasdo its customers as "Regulated electric
revenues" and "Regulated gas revenues" in our dQidaged Statements of Income (Loss). We reporbthlér revenues as "Nonregulated
revenues."

Revenues from nonregulated activities te€fsoim contracts or other sales that generallyertfinarket prices in effect at the time that we
executed the contract or the sale occurred. B&E&nues from regulated activities reflect provisiohorders of the Maryland PSC and the
FERC. In certain cases, these orders require BGEefer the difference between certain portiongéctual costs and the amount presently
billable to customers. BGE records these differsraseregulatory assets or liabilities, which wealés in more detail iNote 6. We describe
the effects of these orders on BGE's revenues below

Regulated Electris

BGE provides market-based standard offer electficise to residential and small commercial custanfier the indefinite future and for large
commercial and industrial customers for varyinggas beyond June 30, 2004, depending on custoradr RGE charges these customers
standard offer service (SOS) rates that are dedigmeecover BGE's wholesale power supply costsireldde an administrative fee consisting
of a shareholder return component and an incretheosacomponent. Pursuant to Senate Bill 1, thergnlegislation enacted in Maryland in
June 2006, BGE suspended collection of the shatehotturn component of the administrative feerésidential SOS service beginning
January 1, 2007 for a 10-year period. However, uadeorder issued by the Maryland PSC in May 2@87%f June 1, 2007, BGE reinstated
collection of the residential return componenttef 50S administration charge and began providingsiential electric customers a credit
the return component of the administrative chafgepart of the 2008 Maryland settlement agreemehich is discussed in more detail in
Note 2, BGE resumed collection of the shareholder repumion of the residential standard offer servidenaistrative charge from June 1,
2008 through May 31, 2010 without having to relitite all residential electric customers. BGE wedlase collecting the residential shareholder
return component again from June 1, 2010 througteBer 31, 2016. Senate Bill 1 imposed a 15% gtfar BGE residential electric
customers from July 1, 2006 until May 31, 2007 gade customers the option to further delay payitignfiarket rates until January 1, 2008.

BGE defers the difference between certitsactual costs related to the electric commpoditd what it collects from customers undel
commodity charge portion of SOS rates in a givemople BGE either bills or refunds its customers difference in the future



Regulated Ga

BGE charges its gas customers for the naturaltgasgurchase from BGE using "gas cost adjustmentsels.” Under these clauses, BGE d

the difference between certain of its actual cosdted to the gas commodity and what it collesisnfcustomers under the commodity charge
in a given period for evaluation under a marketeblastes incentive mechanism. For each period sutgjéhat mechanism, BGE compares its
actual cost of gas to a market index (a measutieeofnarket price of gas for that period) and shtreglifference equally between shareholders
and customers through an adjustment to the prigaefervice in future periods. This sharing meisnaexcludes fixed-price contracts which
the Maryland PSC requires BGE to procure for attl@@%, but not more than 20%, of forecasted sysigoply requirements for the Novem
through March period.
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Selection of Accounting Treatment

We determine the appropriate accounting treatmanmecognizing revenues based on the nature dfdihesaction, governing accounting
standards and, where required, by applying judgragnd the most transparent presentation of theossizs of the underlying transactions. '
utilize two primary accounting treatments to redagrand report revenues in our results of operation

. accrual accounting, including hedge accounting, and
. mark-to-market accounting.

We describe each of these accounting tresrbelow.
Accrual Accounting

Under accrual accounting, we record revenues ipénod when we deliver energy commodities or potsiurender services, or settle
contracts. We generally use accrual accountingdognize revenues for our sales of electricity, gaal, and other commodities as part of our
physical delivery activities. We enter into theaées transactions using a variety of instrumentduding non-derivative agreements,
derivatives that qualify for and are designated@snal purchases and normal sales (NPNS) of cormtiasdhat will be physically delivered,
sales to BGE's customers under regulated servifts tand spot-market sales, including settlemevith independent system operators. We
discuss the NPNS election later in this Note uriRkmivatives and Hedging Activities

However, we also use mark-to-market acaogmather than accrual accounting for recognizengnue on our nonregulated retail gas
customer supply activities and other physical comlityaderivatives if we have not designated thosattewts as NPNS.

We record accrual revenues from sales adyets or services on a gross basis at the contaaiét, or spot price because we are a princ
to the transaction and otherwise meet the requinésref Emerging Issues Task Force (EITF) 03Rdporting Gains and Losses on Derivative
Instruments That Are Subject to FASB Statemen18R).Accounting for Derivative Instruments and HaddActivities, and Not Held fc
Trading Purposesand EITF 99-19Reporting Revenues Gross as a Principal versusablah Agent.

Accrual revenues also include certain ofgns and losses that relate to these activitiésravhich accrual accounting is required.

We include in accrual revenues the effe€tsedge accounting for derivative contracts thatlify as hedges of our sales of products or
services. Substantially all of the derivatives tivatdesignate as hedges are cash flow hedges.ddgniee the effective portion of hedge gains
or losses in revenues during the same period iciwive record the revenues from the hedged transadtie record any hedge ineffectiveness
in revenues when it occurs. We discuss our hedgeuating policy in thderivatives and Hedging Activitiesection later in this Note.

We may make or receive cash payments dtrtteewe assume previously existing power saleeagents for which the contract price
differs from current market prices. We also mayiglegte a derivative as NPNS after its inception. Mtgnize the value of these derivatives
in our Consolidated Balance sheets as an "Unaredrgnergy contract" asset or liability. We amortlzese assets and liabilities into revenues
based on the present value of the underlying dasls fprovided by the contracts.

The following table summarizes the primeoynponents of accrual revenues:

Activity
Regulated Other
Nonregulatec Nonregulatec
Electricity
Physical Products and
Component of Energy and Gas
Accrual Revenues Delivery Sales Services
Gross amounts receivable for sales of productemices based on contract, tariff, or spot X X X
Reclassification of net gains/losses on cash fledges from AOC X
Ineffective portion of net gains/losses on castvfledge: X
Amortization of acquired energy contract assetsabilities X
Recovery or refund of deferred SOS and gas cossamdgnt clause regulatory assets/liabili X

Mark-to-Market Accounting

We record revenues using the mark-to-market metfi@edtcounting for transactions under derivativetots for which we are not permitted,
or do not elect, to use accrual accounting or hedgeunting. These mark-to-market transactionsaumilynrelate to our risk management and
trading activities, our nonregulated retail gast@oeer supply activities, and economic hedges oéroslccrual activities. Mark-to-market
revenues include:

. origination gains or losses on new transacti



. unrealized gains and losses from changes in thedhie of open contract
. net gains and losses from realized transactiorts, an
. changes in valuation adjustments.

Under the mark-to-market method of accauntive record any inception fair value of theseti@mts as derivative assets and liabilities at
the time of contract execution. We record subsecigenges in the fair value of these derivativetssand liabilities on a net basis in
"Nonregulated revenues" in our Consolidated Statesnef Income (Loss). We discuss our mark-to-maaleebunting policy in th®erivatives
and Hedging Activitiesection later in this Note.
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Equity in Earnings

We include equity in earnings from our investmentgqualifying facilities and power projects, jowentures, and Constellation Energy
Partners LLC (CEP) in "Nonregulated revenues" in@onsolidated Statements of Income (Loss) in #réod they are earned.

Fuel and Purchased Energy Expenses

Sources of Fuel and Purchased Energy Expenses

We incur fuel and purchased energy costs for:

. the fuel we use to generate electricity at our paulents,
. purchases of electricity from others, and
. purchases of natural gas, coal, and other fuektyipet we resell.

We report these costs in "Fuel and purdhasergy expenses" in our Consolidated Statemémteome (Loss). We also include certain
fuel-related direct costs, such as ancillary sewigurchased from independent system operatonsptission costs, brokerage fees, and freight
costs in the same category in our Consolidatec®tnts of Income (Loss).

Fuel and purchased energy costs from naiteiesgd activities result from contracts or otherghases that generally reflect market prices in
effect at the time that we executed the contratih@mpurchase occurred. BGE's costs of electraity gas for resale under regulated activities
reflect actual costs of purchases, adjusted teeefirovisions of orders of the Maryland PSC amdRERC. In certain cases, these orders
require BGE to defer the difference between cepairions of its actual costs and the amount ptésbillable to customers. BGE records
these differences as regulatory assets or liaslitivhich we discuss in more detaiNote 6. We describe the effects of these orders on BGE's
fuel and purchased energy expense below.

Regulated Electris

BGE provides market-based standard offer electficise to residential and small commercial custanfier the indefinite future and for large
commercial and industrial customers for varyingqes beyond June 30, 2004, depending on custoradr BGE charges these customers !
rates that are designed to recover BGE's wholgsaier supply costs and include an administratieecfansisting of a shareholder return
component and an incremental cost component.

BGE defers the difference between certits@ctual costs related to the electric commpoditd what it collects from customers undel
commodity charge portion of SOS rates in a givemople BGE either bills or refunds its customers difference in the future and includes
amortization of the deferred amounts in fuel anctpased energy expense. Therefore, BGE's fuel arah@sed energy expense approximates
the amount of the related commodity charge includegvenues for the period, reflecting actual s@stjusted for the effects of the regulatory
deferral mechanism.

Regulated Ga

BGE charges its gas customers for the naturallggspgurchase from BGE using "gas cost adjustmenisels.” These clauses include a market-
based rates incentive mechanism that requires BGBrhpare its actual cost of gas to a market ifdereasure of the market price of gas for
that period) and share the difference equally betwshareholders and customers. This sharing mesthamicludes fixed-price contracts which
the Maryland PSC requires BGE to procure for attl@@%, but not more than 20%, of forecasted sysigoply requirements for the Novem
through March period.

BGE defers the difference between the portif its actual gas commodity costs subject tatlaeketbased rates incentive mechanism
what it collects from customers under the commodlitgtrge in a given period. BGE either bills or refs its customers the portion of this
difference to which they are entitled through ajusitinent to the price of gas service in future gésiand includes amortization of the deferred
amounts in fuel and purchased energy expense. foher8GE's fuel and purchase energy expense appates the amount of the related
commodity charge included in revenues for the pkrnieflecting actual gas costs adjusted for thectdfof the regulatory deferral mechanism.

Selection of Accounting Treatment

We determine the appropriate accounting treatmarfukl and purchased energy costs based on theer@ftthe transaction, governing
accounting standards and, where required, by appjyidgment as to the most transparent presentatitire economics of the underlying
transactions. We utilize two primary accountingtneents to recognize and report these costs i€onsolidated Statements of Income (Loss):

. accrual accounting, including hedge accounting,
mark-to-market accounting



We describe each of these accounting tremisrbelow.

Accrual Accounting

Under accrual accounting, we record fuel and pugetia&nergy expenses in the period when we condwnfael or purchase the electricity or
other commaodity for resale. We use accrual accogrit recognize substantially all of our fuel angighased energy expenses as part of our
physical delivery activities. We make these purelassing a variety of instruments, including nonxadgive transactions, derivatives that
qualify for and are designated as NPNS, and sparket purchases, including settlements with inddpat system operators. These transac
also include power purchase agreements that quadifyperating leases, for which fuel and purchasedgy consists of both fixed capacity
payments and variable payments based on the amitmit of the plants. We discuss the NPNS eledéitar in this Note unddberivatives and
Hedging Activities.

In certain cases, we use mark-to-marked@ating rather than accrual accounting for recaggifuel and purchased energy expenses on
physical commodity derivatives if we have not desigd those contracts as NPNS.
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We include in accrual fuel and purchasestg@y expenses the effects of hedge accountingdiavative contracts that qualify as hedges of
our fuel and purchased energy costs. Substanéllbf the derivatives that we designate as hedgesash flow hedges. We recognize the
effective portion of hedge gains or losses in ar@ purchased energy expenses during the samel eridiich we record the costs from the
hedged transaction. We record any hedge ineffewts®in expense when it occurs. We discuss ouwfusedge accounting in therivatives
and Hedging Activitiesection later in this Note.

We may make or receive cash payments dirtteewe assume previously existing power purcla@geements or other contracts for which
the contract price differs from current market pscWe recognize the cash payment at inceptionritConsolidated Balance sheets as an
"Unamortized energy contract" asset or liabilitye \&mortize these assets and liabilities into fadl purchased energy expenses based on the
present value of the underlying cash flows provibdgdhe contracts.

The following table summarizes the primaeoynponents of accrual purchased fuel and energgrse

Activity
Regulated Other
Nonregulatec Nonregulatec
Component of Electricity
Accrual Fuel and Physical Products and
Purchased Energy Energy and Gas
Expense Delivery Sales Services
Actual costs of fuel and purchased ene X X X
Reclassification of net gains/losses on cash fledges from AOC X
Ineffective portion of net gains/losses on castvfledge: X
Amortization of acquired energy contract assetsabilities X
Deferral or amortization of deferred SOS and gas adjustment clause regulatory assets/liabi X

Mark-to-Market Accounting

We record fuel and purchased energy expenses ths@ngark-to-market method of accounting for tratisas under derivative contracts for
which we are not permitted, or do not elect, to arserual accounting or hedge accounting in ordendatch the earnings impacts of those
activities to the greatest extent permissible. €haark-to-market transactions primarily relate tio physical international coal purchase
contracts. Mark-to-market costs include:

. unrealized gains and losses from changes in thedhie of open contracts,
. net gains and losses from realized transactiors, an
. changes in valuation adjustmer

Under the mark-to-market method of accauntive record any inception fair value of theseti@mts as derivative assets and liabilities at
the time of contract execution. We record subsecieganges in the fair value of these derivativetssand liabilities on a net basis in "Fuel
purchased energy expense" in our Consolidatedr¢aits of Income (Loss). We discuss our mark-to-etaakcounting policy in the
Derivatives and Hedging Activitiessection later in this Note.

Derivatives and Hedging Activities

We engage in electricity, natural gas, coal, emissillowances, and other commodity marketing aski management activities as part of our
merchant energy business. In order to manage @asexe to commaodity price fluctuations, we entéo Energy and energy-related derivative
contracts traded in the over-the-counter marketmagxchanges. These contracts include:

forward physical purchase and sales contracts,
futures contracts

financial swaps, an

option contracts

We use interest rate swaps to manage terest rate exposures associated with new delatrises, to manage our exposure to fluctua
in interest rates on variable rate debt, and tovopé the mix of fixed and floating-rate debt. Weeforeign currency swaps to manage our
exposure to foreign currency exchange rate fluinat

Selection of Accounting Treatment

We account for derivative instruments and hedgutiyiies in accordance with SFAS No. 13&;counting for Derivative Instruments and
Hedging Activities, as amended and interpre. SFAS No. 133 permits several possible accountagtments for derivatives that meet all of
the applicable requirements of that standard. SNASL33 requires mark-toarket as the default accounting treatment fodedivatives unles
they qualify, and we specifically designate theamn,dne of the other accounting treatments. Derestidesignated for any of the other elective
accounting treatments must meet specific, restaatriteria prescribed by SFAS No. 133, both attifme of designation and on an ongo



basis.

SFAS No. 133 provides for the following méssible accounting treatments for derivatives:

mark-to-market,
cash flow hedge,

fair value hedge, and
NPNS.
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Each of the accounting treatments for ddies affects our financial statements in subslydifferent ways as summarized below:

Recognition and Measurement

Accounting
Treatment Balance Sheet Income Statement
Mark-to- » Recorded at fair value * Changes in fair value recognized in earnings
market
Cash flow » Recorded at fair value « Ineffective changes in fair value recognizeéamnings
hedge
« Effective changes in fair value recognized inianulated « Amounts in accumulated other comprehensive ircoeslassified to earnings when the hedged foredast
other comprehensive incor transaction affects earnings or becomes probakietdccurring
Fair value » Recorded at fair value * Changes in fair value recognized in earnings
hedge
» Changes in fair value of the hedged asset or tiglbécorder « Changes in fair value of hedged asset or lighiécognized in earnings
as adjustment to its book val
NPNS  Fair value not recorded « Changes in fair value not recognized in earnings
(accrual)

» Accounts receivable or accounts payable recovdezh * Revenue or expense recognized in earnings wheerlying physical commaodity is sold or consumed
derivative settle

Mark-to-Market

We generally apply mark-to-market accounting fsknmanagement and trading activities because ckandeir value more closely reflect the
economic performance of the activity. However, We® aise mark-to-market accounting for derivativaedated to the following physical energy
delivery activities:

. our nonregulated retail gas customer supply a@sjitvhich are managed using economic hedges thabawe not designated as
cash-flow hedges, in order to match the timingeagnition of the earnings impacts of those adé#isito the greatest extent
permissible, and

. economic hedges of activities that require accagabunting for which the related hedge requirek-to-market accounting

We may record origination gains associatid derivatives subject to mark-to-market accongtiorigination gains represent the initial
fair value of certain structured transactions thatportfolio management and trading operation etexto meet the risk management needs of
our customers. Historically, transactions that itesurigination gains have been unique and reslih individually significant gains from a
single transaction. We generally recognize origimagains when we are able to obtain observabl&ehaata to validate that the initial fair
value of the contract differs from the contractpri

Cash Flow Hedge

We generally elect cash flow hedge accounting fostnof the derivatives that we use to hedge mamiee risk for our physical energy
delivery (generation and customer supply) actigiblecause accrual accounting more closely aligntintiing of earnings recognition, cash
flows, and the underlying business activities. Willy ase fair value hedge accounting on a limitesidia

We use regression analysis to determindhein@ve expect a derivative to be highly effectagea cash flow hedge prior to electing hedge
accounting and also to determine whether all déviea designated as cash flow hedges have beestiedfeWe perform these effectiveness
tests prior to designation for all new hedges amd daily basis for all existing hedges. We calieuthe actual amount of ineffectiveness on our
cash flow hedges using the "dollar offset" metheldich compares changes in the expected cash flbte diedged transaction to changes in
the value of expected cash flows from the hedge.

We discontinue hedge accounting when dectfeness tests indicate that a derivative itonger highly effective as a hedge; when the
derivative expires or is sold, terminated or exadi when the hedged item matures, is sold ordepaiwhen we determine that the occurrence
of the hedged forecasted transaction is not preb&ishen we discontinue hedge accounting but coatialnold the derivative, we begin to
apply mark-to-market accounting at that time.

NPNS

We elect NPNS accounting for derivative contraletéd provide for the purchase or sale of a physioaimodity that will be delivered in
guantities expected to be used or sold over a nadwbe period in the normal course of business. @recelect NPNS classification for a given
contract, we do not subsequently change the efeatid treat the contract as a derivative using ftarkarket or hedge accounting. However,
if we were to determine that a transaction desiphas NPNS no longer qualified for the NPNS electwe would have to record the fair value
of that contract on the balance sheet at that éintkimmediately recognize that amount in earnings.

Fair Value

We record mal-to-market and hedge derivatives at fair value, whegresents an exit price for the asset or liabiiliityn the perspective of



market participant. An exit price is the price dtigh a market participant could sell an assetamdfer a liability to an unrelated party. While
some of our derivatives relate to commodities strimments for which quoted market prices are abkEliom external sources, many other
commodities and related contracts are not actitralyed. Additionally, some contracts include quéegiand other factors that vary over time.
As a result, often we must use modeling technidqoestimate expected future market prices, contyaantities, or both in order to determine

fair value.
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The prices, quantities, and other factozsuae to determine fair value reflect managembass estimates of inputs a market participant
would consider. We record valuation adjustment®flect uncertainties associated with estimatesriafit in the determination of fair value t
are not incorporated in market price informatiorotirer market-based estimates we use to determinedlue. To the extent possible, we
utilize market-based data together with quantitativethods for both measuring the uncertaintiesvfoch we record valuation adjustments and
determining the level of such adjustments and chsiythose levels.

The valuation adjustments we record inchindefollowing:

. Close-out adjustmel—the estimated cost to close out or sell to a -party open mai-to-market positions. This valuatic
adjustment has the effect of valuing purchase eotdrat the bid price and sale contracts at ther pfice.

. Unobservable input valuation adjustment—necess&gmwe determine fair value for derivative posisiarsing internally
developed models that use unobservable inputsadtie tabsence of observable market information.

. Credit spread adjustment—necessary to reflectrigiteworthiness of each customer (counterparty).

We discuss derivatives and hedging actisidis well as how we determine fair value in détdilote 13.
Balance Sheet Nettir

We often transact with counterparties under magiezements and other arrangements that providétlugwight of setoff of amounts due to
and from us in the event of bankruptcy or defauylth®e counterparty. We report these transactions et basis in our Consolidated Balance
Sheets in accordance with FASB Interpretation No(Bfsetting Amounts Related to Certain Contrabigting 2007, the FASB issued Staff
Position FIN 39-1Amendment of FASB Interpretation No.,3hich was effective January 1, 2008. We discuaff Bosition FIN 39-1 in
more detail later ilNote 1.

We apply balance sheet netting separatelguirrent and noncurrent derivatives. Currentwdgives represent the portion of derivative
contract cash flows expected to occur within 12 thenpand noncurrent derivatives represent thegoudf those cash flows expected to occur
beyond 12 months. Within each of these categaniesjet all amounts due to and from each countgrpader master agreements into a single
net asset or liability. We include fair value casifiateral amounts received and posted in detenithis net asset and liability amount.

Unamortized Energy Assets and Liabilities

Unamortized energy contract assets and liabiligpsesent the remaining unamortized balance ofdesivative energy contracts that we
acquired, certain contracts which no longer qualsyderivatives due to the absence of a liquid etadt derivatives designated as NPNS that
we had previously recorded as "Derivative asselimbitities.” The initial amount recorded repretethe fair value of the contract at the tim
acquisition or designation, and the balance is tizeat over the life of the contract in relationtbe present value of the underlying cash flows.
The amortization of these values is discusseddiRévenueandFuel and Purchased Energy Expensestions of this Note.

Credit Risk

Credit risk is the loss that may result from cougpdety non-performance. We are exposed to creskt grimarily through our merchant energy
business. We use credit policies to manage ouitarskl, including utilizing an established credjiproval process, daily monitoring of
counterparty limits, employing credit mitigation asires such as margin, collateral or prepaymeangements, and using master netting
agreements. We measure credit risk as the replaterost for open energy commodity and derivativsiians (both mark-to-market and
accrual) plus amounts owed from counterpartieséttied transactions. The replacement cost of ppsitions represents unrealized gains, less
any unrealized losses where we have a legally eeédnle right of setoff.

Electric and gas utilities, municipalitiesoperatives, generation owners, and energy megebmprise the majority of counterparties
underlying our assets from our wholesale markedingd risk management activities. We held cash avlidfrom these counterparties totaling
$258.3 million as of December 31, 2008 and $26491Bom as of December 31, 2007. These amountsradieded in "Customer deposits and
collateral" in our Consolidated Balance Sheets.

Taxes

We summarize our income taxesNote 10. BGE and our other subsidiaries record their aled share of our consolidated federal income tax
liability using the percentage complementary methpecified in U.S. income tax regulations. As yead this section, it may be helpful to r¢
to Note 10.

Income Tax Expens:
We have two categories of income tax expense—cuarah deferred. We describe each of these below:

. current income tax expense consists solely of exgak less applicable tax credits, ¢



. deferred income tax expense is equal to the changhe net deferred income tax liability, exclugiamounts charged
credited to accumulated other comprehensive inc@unedeferred income tax expense is increaseddorcesl for changes to the
"Income taxes recoverable through future rateg'(negulatory asset (described below) during tharye

Tax Credits

We have deferred the investment tax credits assatigith our regulated business and assets prdyibe&d by our regulated business in our
Consolidated Balance Sheets. The investment tahtsrare amortized evenly to income over the lifeach property. We reduce current
income tax expense in our Consolidated Stateméritcome (Loss) for the investment tax
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credits and other tax credits associated with omregulated businesses.

Through December 31, 2007, we held ceftaiastments in facilities that manufactured solidtietic fuel produced from coal as defined
under the Internal Revenue Code for which we clditag credits on our Federal income tax return.aBse the federal tax credit for synthetic
fuel produced from coal expired on December 31;72@ese facilities ceased fuel production on tlzae. We recognized the tax benefit of
these credits in our Consolidated Statements afec(Loss) when we believe it is highly probablat tthe credits will be sustained.

Deferred Income Tax Assets and Liabiliti¢

We must report some of our revenues and expeneredily for our financial statements than foronee tax return purposes. The tax effects
of the temporary differences in these items arented as deferred income tax assets or liabilitiemur Consolidated Balance Sheets. We
measure the deferred income tax assets and liebilising income tax rates that are currently fiectf During 2007, the State of Maryland
increased its corporate income tax rate from 7%26%.

A portion of our total deferred income tability relates to our regulated business, b hat been reflected in the rates we charge our
customers. We refer to this portion of the liailits "Income taxes recoverable through future ratef." We have recorded that portion of the
net liability as a regulatory asset in our Consatiidl Balance Sheets. We discuss this furthisioite 6.

State and Local Taxe
State and local income taxes are included in "Iretemes” in our Consolidated Statements of Incdmes).
Taxes Other Than Income Taxes

BGE collects from certain customers franchise aheérmtaxes that are levied by state or local gawemts on the sale or distribution of gas and
electricity. We include these types of taxes inX8sother than income taxes" in our ConsolidateteStents of Income (Loss). Some of these
taxes are imposed on the customer and others aased on BGE. We account for the taxes imposeti@eustomer on a net basis, which
means we do not recognize revenue and an offsettingxpense for the taxes collected from customvéesaccount for the taxes imposed on
BGE on a gross basis, which means we recognizewevier the taxes collected from customers. Acewlgi we record the taxes accounted
for on a gross basis as revenues in the accompa@gnsolidated Statements of Income (Loss) for BGEollows:

Year Ended December 3 2008 2007 2006
(In millions)
Taxes other than income taxes included in reve—BGE $73.2 $77.C $74.C

Unrecognized Tax Benefits

We adopted FASB Interpretation No. 48 counting for Uncertainty in Income Taxesn January 1, 2007 (FIN 48). FIN 48 requiresaus t
recognize in our financial statements the effe€tsngertain tax positions if these positions me&nare-likely-than-not" threshold. For those
uncertain tax positions that we have recognizeslinfinancial statements, we establish liabiliteseflect the portion of those positions we
cannot conclude are "more-likely-than-not" to balimed upon ultimate settlement. These are refared liabilities for unrecognized tax
benefits under FIN 48. We recognize interest anthjies related to unrecognized tax benefits itdme tax expense” in our Consolidated
Statements of Income (LosS).

The following table summarizes our totateagognized tax benefits at January 1, 2007, the afahdoption of FIN 48:

At January 1, 2007
Total liabilities reflected in our balance sheatdiarecognized tax benefits of $56.7 million le42 4 million of interest and

penalties $ 44.¢
Other unrecognized tax benefits not reflected inb@lance shee 59.4
Total unrecognized tax benef $ 104.(

The adoption of FIN 48 did not have a material icipan BGE's financial results.

Other unrecognized tax benefits relateutstanding federal and state refund claims for Winic tax benefit was previously provided in
our financial statements because the claims doneet the "more-likely-than-not" threshold. Includedhis amount is $52.0 million of refund
claims that have been disallowed by the applicebleuthorities for which we assess the probabiitiax benefit recognition to be remote.

We discuss our unrecognized tax benefitadne detail irNote 1C.



Earnings Per Share

Basic earnings per common share (EPS) is compuyted/ling earnings applicable to common stock lixy weighted-average number of
common shares outstanding for the year. Diluted Ef8cts the potential dilution of common stockieglent shares that could occur if
securities or other contracts to issue common stagie exercised or converted into common stock.

Our dilutive common stock equivalent shammarily consist of stock options and other stbelsed compensation awards. The following
table presents stock options that were not diludive were excluded from the computation of dilUERE
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in each period, as well as the dilutive commonlstxuivalent shares as follows:

200¢ 2007 200¢
Year Ended December 3

(In millions)
Non-dilutive stock option: 2.€ — —
Dilutive common stock equivalent sha 5 23 2C

As a result of the Company incurring a loss forykar ended December 31, 2008, diluted common spaivalent shares were not includec
calculating diluted EPS.

We issued to MidAmerican 19,897,322 shafeSonstellation Energy's common stock upon thevewsion of the Series A Preferred
Stock, which happened upon the termination of tleeger agreement with MidAmerican on December 10828Ve discuss this feature of the
Series A Preferred Stock in more detaiNiate 9. These additional shares did not materially impactearnings per share for 2008, but they
will impact our earnings per share in future pesiod

Stock-Based Compensation

Under our long-term incentive plans, we have grdsteck options, performance-based units, serviced units, performance and service-
based restricted stock, and equity to officers, &@ployees, and members of the Board of DirectWisdiscuss these awards in more detail in
Note 14.

SFAS No. 123R requires companies to reaegodmpensation expense for all equity-based cosapien awards issued to employees that
are expected to vest. Equity-based compensatiordavigclude stock options, restricted stock, andather share-based payments. Under
SFAS No. 123R, we recognize compensation costlyatain tranches (depending if the award has diffjraded vesting) over the period
during which an employee is required to provideviserin exchange for the award, which is typicallgne to five-year period. We use a
forfeiture assumption based on historical expegdocestimate the number of awards that are exgppéateest during the service period, and
ultimately true-up the estimated expense to thea&xpense associated with vested awards. Weadstiime fair value of stock option awards
on the date of grant using the Black-Scholes oppigcing model and we remeasure the fair valuaattility awards each reporting period. We
do not capitalize any portion of our stock-baseahpensation.

Cash and Cash Equivalents
All highly liquid investments with original matuigs of three months or less are considered cashadents.
Restricted Cash

As of December 31, 2008 and 2007, our restrictatt pgimarily represented the proceeds that we vedesn December 17, 2008 from issue

of the Series B Preferred Stock to EDF Group atated entities (EDF). These proceeds are restrictepayment of the 14% Senior Note that
was held by MidAmerican. We used these proceedspay the Senior Note in January 2009. Our restticaish also includes proceeds from
financing for the acquisition, construction, inkttibn and equipping of certain sewage and soligtevdisposal facilities at our Brandon Shores
coal-fired generating plant in Maryland.

As of December 31, 2008 and 2007, BGEictsd cash primarily represented funds restriétedhe repayment of the rate stabilization
bonds. We discuss the rate stabilization bondsdrerdetail inNote 9.

Accounts Receivable and Allowance for Uncollectib&e

Accounts receivable, which includes cash collatposted in our margin account with third-party bk are stated at the historical carrying
amount net of write-offs and allowance for uncdileles. We establish an allowance for uncollecglifased on our expected exposure to the
credit risk of customers based on a variety ofdiect

Materials, Supplies, and Fuel Stocks

We record our fuel stocks, emissions credits, reidevenergy credits, coal held for resale, and nadteand supplies at the lower of cost or
market. We determine cost using the average castaddor our entire inventory.

Financial Investments

In Note 4, we summarize the financial investments that m@ur Consolidated Balance She:



SFAS No. 115%ccounting for Certain Investments in Debt and Bg8iecuritiesapplies particular requirements to some of our
investments in debt and equity securities. We iteghoise investments at fair value, and we use refpecific identification or average cost to
determine their cost for computing realized gainbsses.

Available-for-Sale Securities

We classify our investments in the nuclear decorsimigng trust funds as available-for-sale secigiti¥e describe the nuclear
decommissioning trusts and the related asset maing obligations later in this Note. In additiore Wwave investments in marketable equity
securities and trust assets securing certain exedmenefits that are classified as available-fde-securities.

We include any unrealized gains on ourlabé-for-sale securities in "Accumulated other poahensive loss" in our Consolidated
Statements of Common Shareholders' Equity and Cemepisive Income.

Evaluation of Assets for Impairment and Other ThanTemporary Decline in Value
Long-Lived Assets

We evaluate certain assets that have long liveseffample, generating property and equipment aaldestate) to determine if they are impa
when certain conditions exist. SFAS No. 1Adcounting for the Impairment or Disposal of Longdd Assetsprovides the accounting
requirements for impairments of long-lived asseis proved gas properties. We test our long-livesttssand proved gas properties for
recoverability whenever events or changes in cistances indicate that their carrying amount maybeatecoverable.
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We determine if long-lived assets and pdogas properties are impaired by comparing thedisoounted expected future cash flows to
their carrying amount in our accounting records. Mtord an impairment loss if the undiscounted etqubfuture cash flows are less than the
carrying amount of the asset. Cash flows for Idugd assets are determined at the lowest levelfoch identifiable cash flows are largely
independent of the cash flows of other assetsiahdities. Proven gas properties’ cash flows ateinined at the field level. Undiscounted
expected future cash flows include risk-adjusteabpble and possible reserves. We are also requiredaluate our equity-method and cost-
method investments (for example, in partnerships dlvn power projects) for impairment. AccountingnBiples Board (APB) No. 18 he
Equity Method of Accounting for Investments in Cami&tock(APB No. 18), provides the accounting requiremémtshese investments. The
standard for determining whether an impairment rbestecorded under APB No. 18 is whether the imrest has experienced a loss in value
that is considered an "other than a temporary"idedh value.

We evaluate unproved gas producing progeet least annually to determine if they are imgghunder SFAS No. 1&jnancial
Accounting and Reporting by Oil and Gas Producimggderties. Impairment for unproved property occurs if thare no firm plans to contini
drilling, lease expiration is at risk, or histofiexperience necessitates a valuation allowance.

We use our best estimates in making theakiations and consider various factors, includovgvard price curves for energy, fuel costs,
legislative initiatives, and operating costs. Hoem\actual future market prices and project costsccvary from those used in our impairment
evaluations, and the impact of such variationsatel material.

Debt and Equity Securitie

We evaluate our investments in debt and equityrgeesifor impairment under FASB Staff Position /SSFAS 115-1 and SFAS No. 124-1
(FSP SFAS No. 115-1 and 124-The Meaning of Other-Than-Temporary Impairment BEsd\pplication to Certain InvestmentsSP

SFAS 115-1 and 124-1 require us to determine whetliecline in fair value of an investment belowkwealue is other than temporary. If we
determine that the decline in fair value is otleamttemporary, we write-down the cost basis ofirtkiestment to fair value as a new cost basis.
Securities held in our nuclear decommissioningt tiwsds for which the market value is below bookueamust be written down to fair value
because such declines in fair value are considettest than temporary.

Goodwill and Intangible Assets

Goodwill is the excess of the purchase price cdeguired business over the fair value of the neg¢tasacquired. We account for goodwill and
other intangibles under the provisions of SFAS N, Goodwill and Other Intangible AsseWe do not amortize goodwill. SFAS No. 142
requires us to evaluate goodwill for impairmenteasst annually or more frequently if events anduwginstances indicate the business might be
impaired. Goodwill is impaired if the carrying velof the business exceeds fair value. Annuallyegtenate the fair value of the businesse:
have acquired using techniques similar to thosd tsestimate future cash flows for long-lived asses previously discussed. If the estimated
fair value of the business is less than its cagyialue, an impairment loss is required to be ratzggl to the extent that the carrying value of
goodwill is greater than its fair value. SFAS Nd2lalso requires the amortization of intangibleetswith finite lives. We discuss the changes
in our goodwill and intangible assets in more détaNote 5.

Property, Plant and Equipment, Depreciation, Deplebn, Amortization, and Accretion of Asset Retiremeh Obligations
We report our property, plant and equipment atiitginal cost, unless impaired under the provisiohSFAS No. 144.

Original cost includes:

. material and laboi
. contractor costs, and
. construction overhead costs, financing costs, astsdor asset retirement obligations (where appl&).

We own an undivided interest in the Keystand Conemaugh electric generating plants in \We&ennsylvania, as well as in the
transmission line that transports the plants' ditipthe joint owners' service territories. Our @sship interests in these plants are 20.99% in
Keystone and 10.56% in Conemaugh. These ownenstagests represented a net investment of $285libmit December 31, 2008 and
$208.6 million at December 31, 2007. Each owneesponsible for financing its proportionate shdréhe plants' working funds. Working
funds are used for operating expenses and cagjtahelitures. Operating expenses related to thesesphre included in "Operating expenses”
in our Consolidated Statements of Income (Losspit@bcosts related to these plants are includétlonregulated property, plant and
equipment" in our Consolidated Balance Sheets.

The "Nonregulated property, plant and eoégpt” in our Consolidated Balance Sheets includesagulated generation construction work
in progress of $1,230.8 million at December 31,280d $329.6 million at December 31, 2007.

When we retire or dispose of property, pkmd equipment, we remove the asset's cost franConsolidated Balance Sheets. We charge
this cost to accumulated depreciation for assetiswilere depreciated under the group, straightrieéhod. This includes regulated property,
plant and equipment and nonregulated generatirgjsagsor all other assets, we remove the accuntutipreciation and amortization amou



from our Consolidated Balance Sheets and recordjaimyor loss in our Consolidated Statements adrime (LosS).

The costs of maintenance and certain replents are charged to "Operating expenses" in ons@idated Statements of Income (Loss)
as incurred.

Our oil and gas exploration and producHtetivities consist of working interests in gas proidg fields. We account for these activities

under the successful efforts method of accountheguisition, development, and exploration costscagitalized as permitted by SFAS No.
Costs of drilling exploratory wells are initiallyapitalized and later charged to
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expense if reserves are not discovered or deentad be commercially viable. Other exploratory soate charged to expense when incurred.

There were no capitalized exploratory weblts at December 31, 2008 and $16.8 million aebdxer 31, 2007, which do not include
amounts that were capitalized and subsequentlynsgaewithin the same period. There were no materdlicosts capitalized at December 31,
2007 and 2006 that were reclassified in 2008 af)d 2@spectively, to wells, facilities and equiprleased on the determination of proved
reserves.

There were $9.7 million of capitalized exgitory well costs charged to expense in 2008, mitimaterial charges in 2007 and 2006.
Additionally, there were $13.3 million of capitedid exploratory well costs sold during 2008 in cojion with the sales of oil and natural gas
properties in North Louisiana, South Texas, andefgas. There were no remaining capitalized exmgoratell costs pending the determinai
of proved reserves at December 31, 2008. Howelveretwere $12.9 million of such costs at DecembeB807.

Depreciation and Depletion Expen:

We compute depreciation for our generating, elet¢tansmission and distribution, and gas distrinufacilities. We compute depletion for our
exploitation and production activities. Depreciatend depletion are determined using the followimeghods:

. the group straig-line method, approved by the Maryland PSC, applbettie average investment, adjusted for anticipatests
of removal less salvage, in classes of deprecjaiolperty based on an average rate of approximat2bp per year for our
regulated business,

. the group straight-line method using rates avepgpproximately 2.5% per year for our generatirgptss or

. the units-of-production method over the remainifgydf the estimated proved reserves at the fielell for acquisition costs and
over the remaining life of proved developed reseethe field level for development costs. Théanestes for gas reserves are
based on internal calculations.

Other assets are depreciated primarilygugie straight-line method and the following estiedauseful lives:

Estimated Useful Live:

Asset

Building and improvement 5-50 year
Office equipment and furnitul 3-20year
Transportation equipme 5-15 year
Computer softwar 3- 10 year

Amortization Expense

Amortization is an accounting process of reducin@gsset amount in our Consolidated Balance Shgetsagperiod of time that approximates
the useful life of the related item. When we redas®unts in our Consolidated Balance Sheets, wease amortization expense in our
Consolidated Statements of Income (Loss). We disthestypes of assets that we amortize and thedqsedver which we amortize them in
more detail inNote 5.

Accretion Expense

SFAS No. 143Accounting for Asset Retirement Obligatiopgyvides the accounting requirements for recoggiain estimated liability for

legal obligations associated with the retiremertaofjible long-lived assets. FIN 4X¢counting for Conditional Asset Retirement Obligias—
an Interpretation of FASB Statement No. 1el8rifies that asset retirement obligations that@nditional upon a future event are subjecté¢o th
provisions of SFAS No. 143. Our conditional assitement obligations relate primarily to asbestmoval at certain of our generating
facilities.

At December 31, 2008, $964.4 million of total asset retirement obligation of $987.3 milliwas associated with the decommissioning
of our nuclear power plants—Calvert Cliffs Nucl®ower Plant (Calvert Cliffs), Nine Mile Point NuealeStation (Nine Mile Point) and R. E.
Ginna Nuclear Power Plant (Ginna). The remainderunfasset retirement obligations is associated @t other generating facilities and
certain other long-lived assets.

From time to time, we will perform studisupdate our asset retirement obligations. Werckadiability when we are able to reasonably
estimate the fair value of any future legal obligias associated with retirement that have beerriadwand capitalize a corresponding amount
as part of the book value of the related long-liaedets.

The increase in the capitalized cost ifuithed in determining depreciation expense oveestenated useful lives of these assets. Sinc
fair value of the asset retirement obligationsdtedmined using a present value approach, accretitre liability due to the passage of time is
recognized each period to "Accretion of assetegtent obligations" in our Consolidated Statemehtaa@me (Loss) until the settlement of -
liability. We record a gain or loss when the li#tlyiis settled after retirement for any differerimween the accrued liability and actual cc



The change in our "Asset retirement obligationability during 2008 was as follows:

(In millions)
Liability at January 1, 200 $ 917.¢
Liabilities incurred 1.7
Liabilities settlec (0.7)
Accretion expens 68.4
Revisions to cash flon 2.8
Other (2.6)
Liability at December 31, 20C $ 987.:

Nuclear Decommissioning

We are obligated to decommission our Calvert Gliffne Mile Point, and Ginna nuclear power plariterathese plants cease operation in
accordance with Nuclear Regulatory Commission (NR@)lations and relevant state requirements.
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In March 2008, Constellation Energy, BGEgl @ Constellation Energy affiliate entered inte#tlement agreement with the State of
Maryland, the Maryland PSC and certain State ofyldad officials which became effective on June@Q& Pursuant to the terms of the
settlement agreement, BGE customers will be retfiefehe potential future liability for decommissiag Constellation Energy's Calvert Cliffs
Unit 1 and Unit 2, scheduled to occur no earli@nt2034 and 2036, respectively. BGE will continuedllect the $18.7 million annual nuclear
decommissioning charge from all electric custontiersugh 2016 and continue to rebate this amourggilential electric customers, as
previously required by Senate Bill 1, which hadrbeaacted in June 2006. We discuss the Marylatigsent agreement in more detail in
Note 2.

The following is a summary of our asseiregtent obligations associated with the decommigsof these plants:

At December 31 2008 2007
(in millions)
Calvert Cliffs $333.2 $309.t
Nine Mile Point 368.« 341.¢
Ginna 262.¢ 245.¢
Total $964.. $897.:

In accordance with NRC regulations, we rtaimexternal decommissioning trusts to fund thegsexpected to be incurred to
decommission our nuclear plants. Our nuclear dedssioming trust funds and the investment earnihgsson are restricted to meeting the
costs of decommissioning the plants in accordarite MRC regulations and relevant state requiremaéiits develop our decommissioning
trust fund strategy based on estimates of the togtsrform the decommissioning and the timingnaiirring those costs. When developing our
estimates of future fund earnings, we consideragset allocation investment strategy, rates ofmetarned historically, and current market
conditions. Investments by nuclear decommissiotriagt funds are guided by the "prudent man" investinprinciple. The funds are prohibited
from investing directly in Constellation Energyits affiliates and any other entity owning a nuclpawer plant.

The assets in the trusts are reported ircldar decommissioning trust funds" in our Consadkd Balance Sheets. We classify the
investments in the nuclear decommissioning trusti$uas available-for-sale securities, and we rapege investments at fair value in our
Consolidated Balance Sheets as previously discusgbis Note.

The external trust fund balances were Hovis:

At December 31 2008 2007
(in millions)
Calvert Cliffs $ 346.¢ $ 457.
Nine Mile Point 460.: 610.2
Ginna 199.1 263.2
Total $1,006.. $1,330.¢

The $324.5 million decrease in the valuthefexternal trust fund balances is comprisedngiirment charges of $165.0 million, recorded
in "Other (Expense) Income," unrealized losses28/7$0 million, recorded in "Accumulated other coefensive loss," partially offset by
contributions of $18.7 million and income of $2&8lion.

Our contributions to the nuclear decommisisig trust funds for Calvert Cliffs were $18.7 lioih for 2008, $8.8 million for 2007, and
$8.8 million for 2006. No contributions were madetie trust funds for Nine Mile Point and Ginnaidgrthe years ended December 31, 2008,
2007, and 2006.

Nuclear Fuel

We amortize the cost of nuclear fuel, including guarterly fees we pay to the Department of En€¢Bf9E) for the future disposal of spent
nuclear fuel, based on the energy produced ovdiféhef the fuel. These fees are based on theudte-hours of electricity sold. We report the
amortization expense for nuclear fuel in "Fuel andchased energy expenses™ in our ConsolidatedrSgaits of Income (Loss).

Capitalized Interest and Allowance for Funds Used Dring Construction
Capitalized Interest

Our nonregulated businesses capitalize interess cosler SFAS No. 3€apitalizing Interest Cost$or costs incurred to finance our power
plant construction projects, real estate develdpethternal use, and other capital projects.

Allowance for Funds Used During Construction (AFC



BGE finances its construction projects with borraviiends and equity funds. BGE is allowed by the Wand PSC and the FERC to record the
costs of these funds as part of the cost of coctsbruprojects in its Consolidated Balance Sheg®&E does this through the AFC, which it
calculates using rates authorized by the Maryla®@ Bnd the FERC. BGE bills its customers for th&€Adfus a return after the utility property
is placed in service.

The AFC rates are 9.4% for electric disttibn plant, 8.8% for electric transmission pl&1§% for gas plant, and 9.1% for common plant.
BGE compounds AFC annually.

Long-Term Debt and Credit Facilities

We defer all costs related to the issuance of engr debt and credit facilities. These costs ineludderwriters' commissions, discounts or
premiums, other costs such as external legal,
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accounting, and regulatory fees, and printing co&fs amortize these costs into interest expensetbedife of the debt or credit facility.

When BGE incurs gains or losses on delititiatires prior to maturity, it amortizes thogains or losses over the remaining original life
of the debt in accordance with regulatory requiretsie

Accounting Standards Issued
SFAS No. 141 Revise

In December 2007, the FASB issued SFAS No. 141RReMSFAS No. 141RBusiness CombinationsSFAS No. 141R revises SFAS 141,
Business CombinationSFAS No. 141R requires the purchaser of a busioedstermine the fair value of the consideratiochexged as of tf
acquisition date (i.e., the date the acquirer olstabntrol). Previously, an acquisition was valas®f the date the parties agree upon the terms
of the transaction. SFAS No. 141R also modifiespagnother things, the accounting for direct cossaiated with an acquisition,
contingencies acquired, and contingent consideratde will apply SFAS No. 141R for all future busgs combinations that close after
January 1, 2009.

SFAS No. 16(

In December 2007, the FASB issued SFAS No. MNiflcontrolling Interests in Consolidated Financi&htements, an amendment of ARB
No. 51. SFAS No. 160 provides that a noncontrolling iegtiin a subsidiary is an ownership interest incthresolidated entity that should be
reported as equity in the consolidated financiaeshents. SFAS No. 160 requires that companies:

. present noncontrolling interests in the consoliddtalance sheet as a separate line item withirtygt

. separately present on the face of the income sttethe amount of consolidated net income attritdatéo the parent and to t
noncontrolling interest,

. account for changes in ownership interests thatadwesult in a change in control as equity tratisas, and

. upon deconsolidation of a subsidiary due to a ceangontrol, measure any retained interest atire and record a gain or

loss for both the portion sold and the portionirete.

SFAS No. 160 must be applied prospectiaslyf January 1, 2009, except that existing nomebing interests must be reclassified
retrospectively for all periods presented.

The adoption of SFAS No. 160 will affecvhave present and disclose noncontrolling intergstaur financial statements and how we
account for future changes in ownership interessibsidiaries. Specifically, we will:

. reclassify approximately $20 million of noncontmg interests to a separate line within commonedalders' equity, and
. record the income attributable to our noncontrgllinterests in a separate line on the Consolidgtattment of Income (LosS)
after net income in order to arrive at net incomailable to common stock.

Upon closing of our Investment AgreemerttviiDF, under SFAS No. 160, we anticipate that wedgconsolidate our subsidiary that
owns our nuclear generation and operation busimessyd our ownership interest in this entity at ¥alue, and recognize a material gain on
both the portion of the subsidiary sold to EDF andretained interest.

SFAS No. 161

In March 2008, the FASB issued SFAS No. 1Bikclosures About Derivative Instruments and Heddhativities. SFAS No. 161 is effective
beginning January 1, 2009 and requires entitiggduide expanded disclosure about derivative imsénts and hedging activities regarding:
(1) the ways in which an entity uses derivativ@} tlie accounting for derivatives and hedging #ats, and (3) the impact that derivatives t
(or could have) on an entity's financial positifinancial performance, and cash flows. SFAS No. tEéfuires expanded disclosures, but does
not change the accounting for derivatives. We dcempect the adoption of this standard to have &rahimpact on our, or BGE's, financial
results because it only provides for additionatidisure.

FSP SFAS No. 132R-1

In December 2008, the FASB issued Staff PositidRFNo. 132R-1Employers' Disclosures about Postretirement Beféih Assets which
amends SFAS No. 132Employers' Disclosures about Pensions and OthetrBtiement BenefitsThe FSP expands the disclosures set forth
in SFAS No. 132R by adding required disclosuresuiid@) how investment allocation decisions are enbg management, (2) major catego

of plan assets, and (3) significant concentratmfiigsk. In addition, the FSP requires disclosurénormation about the valuation of plan as
similar to that required under SFAS No. 153jr Value MeasurementsThose disclosures include: (1) the level wittna fair value hierarchy

in which the fair value measurements of plan ads#itq2) information about the inputs and valoattechniques used to measure the fair value
of plan assets, and (3) a reconciliation of therrdgg and ending balances of plan assets valuied sgnificant unobservable inputs. The
disclosures about plan assets required by the R&Plme provided for years ending after DecembeR@89. We are currently evaluating !



impact of this FSP, but, because it only providesafiditional disclosure, we do not expect the &idopf this standard to have a material
impact on our, or BGE's, financial results.

Accounting Standards Adopted
FSP FIN 39-1

In April 2007, the FASB issued FSP FIN 39Amendment of FASB Interpretation No..3% amended, FIN 3Dffsetting of Amounts Related
to Certain Contracts requires an entity to report all derivatives relea at fair value net of any associated fair valagh collateral with the
same counterparty under a master netting arrangeiiserefore, effective January 1, 2008, we rembaléderivatives recorded at fair value
net of the associated fair value cash collatera.afplied the provisions of FSP FIN 39-1 by adpgstll financial statement periods
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presented, which reduced total assets at Decemib@087 by $203.4 million. We present the fair eatash collateral that has been offset
against our net derivative positions as part ofamoption of SFAS No. 157 iNote 13.

SFAS No. 157

Effective January 1, 2008, we adopted SFAS No. E&if,Value Measurementsvhich defines fair value, establishes a framework
measuring fair value, and requires certain disclsabout fair value measurements.

SFAS No. 157 does not require any newMaline measurements but instead applies when oteeuiating pronouncements require or
permit fair value measurements. SFAS No. 157 dsfiai value as the price that we would receivseiban asset or pay to transfer a liability
in an orderly transaction between market partidipan the measurement date (exit price). Unlessraike noted, when we use the term "fair
value" throughout the footnotes related to 2008&veereferring to fair value as defined by SFAS Nex/.

We applied the provisions of SFAS No. 18Fspectively as of January 1, 2008. We will apply provisions of SFAS No. 157 for
nonfinancial assets and liabilities effective Jagua 2009. Prior to the adoption of SFAS No. 1w@&,determined fair value for derivative
liabilities for which prices are not available framternal sources by discounting the expected ftasis from the contracts using a risk-free
discount rate. We did not reflect our own credikrin determining fair value for these liabiliti€&=AS No. 157 requires us to record all
liabilities measured at fair value by including &féect of our own credit risk. Accordingly, we diggl a credit-spread adjustment in order to
reflect our own credit risk in determining fair ualfor these liabilities, which reduced the recdrdmount of these liabilities as of the date of
adoption. As a result, during the first quarte008 we recorded a pre-tax reduction in "Accumulather comprehensive loss" totaling
$10 million for the portion related to cash-flondges and a pre-tax gain in earnings totaling $8anifor the remainder of our derivative
liabilities. All other impacts of adoption were inaterial.

We discuss SFAS No. 157 in more detailudiig the required disclosureshiote 13.
FSP SFAS No. 157-3

In October 2008, the FASB issued FSP SFAS No. 1%Ye8rmining the Fair Value of a Financial Asset Wliee Market for That Asset is I
Active. This FSP does not change the guidance contamn8BAS No. 157; rather, it clarifies the applicataf SFAS No. 157 in a market that
is not active. This FSP was effective for the pgended September 30, 2008, and the adoptionf&iP did not have an effect on our
financial results.

FSP SFAS No. 140-4 and FIN 46R-8

In December 2008, the FASB issued FSP SFAS No4148d FIN 46(R)-8Disclosures About Transfers of Financial Assets knterests in

Variable Interest Entitiesivhich requires public entities to make additioniabtbsures about transfers of financial assetsrarvement with
variable interest entities. This FSP does not cadahg accounting for transfers of financial aseetgriable interest entities; rather, it only

requires additional disclosures related to suahsteNe reflected the provisions of the FSNote 4.
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2 Other Events

2008 Events

Pre-Tax After-Tax

(In millions)
Merger termination and strategic alternatives c $(1,204.4) $(1,204.9)
Impairment losses and other cc (741.9) (470.%)
Workforce reduction cos (22.2) (13.9
Emissions allowances wr-down (46.7) (28.7)
Net gain on sales of upstream gas as 25.k 16.C
Gain on sale of dry bulk vess 29.C 18.¢
Maryland settlement credit (af-tax amount reflects the effective tax rate impacB&GE (189.)) (110.5
Impairment of nuclear decommissioning trust as (165.0 (82.0)
Total other item: $(2,314.7) $(1,874.9

Merger Termination and Strategic Alternatives Co

We incurred costs during 2008 related to the teateith merger agreement with MidAmerican, the coneersf Series A Preferred Stock, the
execution of the Investment Agreement and relatgdeanents with EDF, and our pursuit of other stiatalternatives. These costs totaled
$1,204.4 million pre-tax. We did not record a t@néfit for any of these costs in our Consolidatede®nent of Income (Loss) in 2008.

A significant portion of these costs wasuired pursuant to the termination of the mergeeagent with MidAmerican and the convers
of the Series A Preferred Stock. Specifically, Geltation Energy incurred the following charges:

. $175 million merger termination fee,

. approximately $945 million for settling the conviersof the Series A Preferred Stock, which includezhsh payment «
$418 million and issuance of approximately 19.9iomlshares of our common stock,

. approximately $15 million for the remaining unaniwet! portion of the premium paid as part of exemfin agreement with

MidAmerican in November 2008 that provided us th#an to sell certain generating plants to MidArcari for aggregate
proceeds of $350 million. This agreement was teateith as part of the termination of our merger ageze with MidAmerican,
and

. approximately $70 million in other costs associatétth the MidAmerican transaction and other stratedternatives explored
consisting primarily of external legal, accountamgd consulting fees.

The above amounts do not include $150 omilbf cash received from EDF in conjunction witk thvestment Agreement entered into on
December 17, 2008. We will record this $150 millasadditional purchase price for EDF's purchase4%.99% membership interest in our
nuclear generation and operation business. Thisiatias been deferred on our Consolidated BalaheetS pending closing of the sale.

BGE recorded $16 million as its allocabtetipn of these costs through November 30, 2008wvthe merger with MidAmerican was still
pending. However, in light of the EDF transactioadlving an investment in our nonregulated nuctgareration and operation business rather
than a merger with Constellation Energy, BGE hadmeen allocated any further costs effective inddelser 2008 and all of the previously
allocated costs recorded by BGE have been allodatdte merchant energy segment.

Impairment Losses and Other Cos
Impairment Evaluation

We discuss our evaluation of assets for impairmaedtother than temporary declines in valublate 1. We perform impairment evaluations
for our long-lived assets, equity method investragahd goodwill when triggering events occur thatild indicate that the potential for an
impairment exists. We perform an impairment evatuafor our nuclear decommissioning trust fund essearterly.

In addition, Statement of Financial AccangtStandards (SFAS) No. 1432podwill and Other Intangible Asseatsquires that goodwill be
evaluated for impairment on an annual basis regasdf whether any triggering events have occu@ed.accounting policy is to perform an
annual goodwill impairment review in the third querof each year.

During the third quarter of 2008, the foliag triggering events resulted in the need fotaugerform impairment analyses:

we announced a strategic initiative to sell ourtigzsn gas assets subject to market condit

there was a significant decline in the availabitifycredit in the market:

there was a significant decline in the overall ktowarket and, in particular, our stock pri

we signed a definitive merger agreement with MidAican, which was subsequently terminated,



. commodity prices declined substantia

As a result of these evaluations, we reegiidhpairments of our upstream gas properties, \gilp@dnd certain investments in debt and
equity securities. Additionally, in the fourth gterof 2008, there were continued declines in couitggrices and the overall stock market.
This led to further impairment of our upstream gesperties, and certain investments in debt anétyegecurities. We describe the impairment
evaluations we performed in the following sections.

Long-Lived Assets

We evaluate potential impairment of long-lived asstassified as held for use under SFAS No. 2M4punting for the Impairment or Dispo
of Long-Lived Assetswhich provides that an impairment loss shalldeognized if the carrying amount of
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such assets is not recoverable. The carrying anaflart asset held for use is not recoverableeikiteeds the total undiscounted future cash
flows expected to result from the use and everdisglosition of the asset.

This evaluation requires us to estimatesttain future cash flows. In order to estimate fatcash flows, we consider historical cash flows
and changes in the market environment and othe&sriathat may affect future cash flows. The assionptwe use are consistent with forecasts
that we make for other purposes (for example, @paring our other earnings forecasts) or have bdgrsted to reflect relevant subsequent
changes. If we are considering alternative coun$@stion (such as the potential sale of an assetprobability-weight the alternative courses
of action to estimate the expected cash flows.

We use our best estimates in making theakiations and consider various factors, includovgvard price curves for energy, fuel costs,
and operating costs. However, actual future mgykees and project costs could vary from the asdiomp used in our estimates, and the
impact of such variations could be material.

Upstream Gas Properties

During 2008, we performed impairment analyses forupstream gas properties as a result of theviolig triggering events:

. we announced our intent to sell our upstream gsetsisant
. there were significant decreases in natural gaepr@and oil prices in both the third and fourthrégra of 2008

We evaluate proved properties under SFASIMG. We evaluate unproved property under SFASINg-inancial Accounting and
Reporting by Oil and Gas Producing Propert. Unproved property is impaired if there are nmfplans to continue drilling, lease expiratio
at risk, or historical experience necessitatesl@atian allowance. To the extent that unproved priypis part of an asset that contains proved
property, the accounting guidance under SFAS N4.dpplies for evaluating impairment.

We have begun the process necessary towsalipstream gas properties, and, while we saitesof these properties in the fourth quarter
of 2008, we have not yet obtained the formal apglrof our Board of Directors for the sale of oun@tremaining properties. This approval is
required to commit to a plan for sale. As a resuét,continue to classify these properties as haldise as of December 31, 2008. Accordingly,
our impairment evaluation consisted of estimatixgeeted undiscounted cash flows under various sienas discussed below and comparing
those amounts to the carrying value.

We evaluated our upstream gas portfolidrfgrairment at the individual property level, whishthe lowest level of identifiable cash flo
since each property has separate financial statsrgentifying and capturing the related cash flowe evaluated a combination of cash flows
from operations scenarios for the remaining pefiwdvhich we expect to hold these properties as asestimates of proceeds from each
property's ultimate disposal. The primary inputstio estimates of cash flows from operations wesenve estimates and natural gas and oll
prices based upon forward curves and modeled datambbservable periods. The primary inputs toestimate of proceeds from disposal v
a combination of external market bids, internal glecnd reserve reports, and information from etleadvisors assisting in the sale of these
assets. We maximized the use of market informatidhe extent it was available. We evaluated séyrssible courses of action and timing,
and we probability-weighted the cash flows assediatith each of these scenarios based upon ouebtstates of the expected outcome and
timing in order to arrive at each property's expdduture cash flows.

Our evaluation indicated that estimatedhdisvs were less than the carrying value of thokeur seven upstream gas properties at
September 30, 2008. At December 31, 2008, our atialuindicated that estimated cash flows weretle@s the carrying value for two
additional properties and for one property in whicht property's estimated cash flows were less itlsgpost-impairment carrying value at
September 30, 2008 as well. The primary factorditepto the declines in expected cash flows weeediétrcrease in market prices for natura
and oil during the third and fourth quarters of 2@@mbined with our expectation that we would gedse properties rather than hold them for
their full useful lives.

As a result, we recorded the following m®-impairment charges:

At At

September 3C December 31
Asset Groups 2008 2008

(In millions)

Interest in proved and unproved natural gas andecail reserves in south Tex $ 62.€ $ —
Interest in proved natural gas reserves in the Rébduntains 73.2 —
Interest in proved and unproved natural gas resenvthe Offshor-Gulf of Mexico 7.1 3.8
Interest in proved and unproved crude oil and @éhiyas reserves in eastern Oklah — 30.C
Interest in proved and unproved natural gas resdnveentral Oklahom — 153.Z
Total impairment charge $ 142¢ $ 187.(

We recorded these impairment charges ifilthpairment losses and other costs" line in oungtdidated Statements of Income (Loss),
and they are reported in our merchant energy bssiresults



Generating Plants

We evaluated the impact of the events that occurr@@08 on the recoverability of our generatingnté. Based upon our consideration of t
events and the status of the generating plani\atées, we determined that our generating plans a
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not impaired as of September 30, 2008 and DeceBhet008.

Debt and Equity Securities and Investments

We evaluated certain of our investments in debteaqdty securities (both equity-method and costhoétinvestments) in light of recent
declines in market prices during the third and floguarters of 2008. The investments we evaluateldde our investment in CEP, other
marketable securities, our nuclear decommissiotrusg fund assets, and our investment in UniStaziéar Energy (UNE). We record an
impairment if an investment has experienced a dedti fair value to a level less than our carryiatue and the decline is "other than
temporary.” We do not record an impairment if tieelohe in value is temporary and we have the ghdlitd intent to hold the investment until
its value recovers.

In making this determination, we evaludite teasons for an investment's decline in valwegktent and length of that decline, and factors
that indicate whether and when the value will reso¥or securities held in our nuclear decommissgtrust fund for which the market value
is below book value, the decline in fair value tloese securities is considered other than temparaaywe write them down to fair value.

The fair value of our investment in CER Balow carrying value at the end of August, andttwed to decline through the end of 2008.
As of September 30, 2008, the fair value of ouestment in CEP based upon its closing unit pricge $#8 million, which was lower than its
carrying value of $128 million. As of December 2008, the fair value of our investment in CEP bagegah its closing unit price was
$17 million, which was lower than its carrying valat December 31, 2008 of $87 million.

While CEP's estimate of net asset valueeaed our carrying value, the decline in fair vadfieur investment in CEP reflects a numbe
other factors, including:

turmoil and tightening in the financial and cremtiarkets in the United States,

substantial decreases in the market price of Nagasaand oil,

the effect of these factors on market perceptidrgme exploration and production master limitedpenships, and
factors related to Constellation Energy's financ@idition and possible sale of its investment EPC

As a result of evaluating these factorisah September 30, 2008 and December 31, 2008eteendined that the declines in the value of
our investment at both dates were other than teanpof herefore, we recorded a $54.7 million preitagairment charge at September 30,
2008 and an additional $69.7 million pre-tax impent charge at December 31, 2008 to write-dowriragstment to fair value. We recorded
these charges in "Impairment losses and other"dostsir Consolidated Statements of Income (LoEe)the extent that the market price of our
investment declines further in future quarters,may record additional writdewns if we determine that those additional decliaee other the
temporary.

As a result of significant declines in 8teck market during 2008, the fair values of caertaiour marketable securities and many of the
securities held in our nuclear decommissioningttiwsd declined below book value. As a result, eeorded impairment charges of
$31.0 million and $122.0 million pre-tax at SeptemB0, 2008 and December 31, 2008, respectivalygdonuclear decommissioning trust
fund investments in the "Other (expense) income in our Consolidated Statements of Income (L&) had previously recorded
impairment charges for our nuclear decommissioiringt fund at both March 31, 2008 and June 30, 2@28ling $12.0 million pre-tax. We
also recorded an impairment charge of $7.0 milpoartax for certain of our other marketable se@siin the fourth quarter of 2008. In
addition, we recorded other changes in the fainealf our nuclear decommissioning trust fund agbetisare not impaired in other
comprehensive income. We discuss the assets wathinuclear decommissioning trust funds in moraitiet Note 4.

We also evaluated the impact of the everatsoccurred in 2008 on the recoverability of mwestment in UNE. Based upon our
consideration of these events and the status of §JaliHivities, we determined that our investmend ME is not impaired as of December 31,
2008.

The estimates we utilize in evaluating inpa&nt of our debt and equity securities requikigjment and the evaluation of economic and
other factors that are subject to variation, arditipact of such variations could be material.

Goodwill

Goodwill is the excess of the purchase price cegquired business over the fair value of the nettasacquired. We account for goodwill and
other intangibles under the provisions of SFAS N2, which requires us to evaluate goodwill for @mment at least annually or more
frequently if events and circumstances indicatebiliness might be impaired. Goodwill is impairethé carrying value of the business
exceeds fair value. Annually, in the third quad&each year, we evaluate goodwill for impairment.

The primary judgment affecting our impaimhevaluation is the requirement to estimate falug of the reporting units to which the
goodwill relates. We evaluate impairment at theorggble segment level, which is the lowest levehia organization that constitutes a busil
for which discreet financial information is availab

Prior to September 30, 2008, substantalllpf our goodwill related to our merchant enesggment. The lack of observable market pr
for the merchant energy segment required us tmastifair value, which we determined on a prelimirzasis using the income valuati



approach by computing discounted cash flows, ctergisvith prior evaluations. Although our estimafadiscounted cash flows exceeded the
carrying value of the merchant energy segment,usscaur common stock continued to trade at a pegsethan carrying value for the entire
company throughout the last half of September dnuf ®ctober, we also estimated fair value for therchant energy segment using current
market price information.

108




The primary inputs and assumptions to stingte of fair value based upon market informati@me as follows:

. the fair value of Constellation Energy based upment market prices of our common stock,
the estimated fair value of BGE, and
the estimated value of the agreements executedvhiitAmerican.

Using this information, we deducted théneated fair value of non-merchant energy segmesinegses from the fair value of
Constellation Energy as a whole in order to estntla¢ fair value of the merchant energy segmeaof 8eptember 2008. Based upon this
estimate, the fair value of the merchant energyngs) was substantially less than its carrying valiee primary difference between this
estimate and our modeled estimates using the disedwash flow income approach is that the markeé @mpproach incorporated the market's
valuation discount associated with our merchantggnsegment due to its significant liquidity andlateral requirements. We believe that this
was a more appropriate method for estimating falwe than the modeled valuation techniques bedausmrporated observable market
information to a greater extent, which reflectsrent market conditions, and because it requirecfeamd less subjective judgments and
estimates than our modeled estimates.

As a final consideration during our Septem®008 impairment evaluation, we also evaluateccttcumstances surrounding
MidAmerican's purchase of Constellation Energy ahether the current market price of our commonistbould be considered to represent
fair value for accounting purposes. While the teantion price for the purchase of Constellation Egeesulted from negotiations that occurred
over an abbreviated period of time during which@wmpany was experiencing financial difficulty, @ trading of the stock at levels
approximating the transaction price representedrtheket's present assessment of fair value inuédligictive market. This is consistent with
guidance issued by the Securities Exchange Cononissifice of the Chief Accountant and FASB Stafftbe determination of fair value in
distressed markets.

Based on our evaluation of these altereatieasures of fair value, we determined that thevédue of the merchant energy business
segment was less than its carrying value. Therefiorerder to measure the potential impairmentamdyvill, we estimated the fair value of the
merchant energy segment's assets and liabilitiesd®%ermined that the fair value of its assetohbabilities substantially exceeded the
segment's total fair value, indicating that the chant energy segment's goodwill was impaired &eptember 30, 2008. Accordingly, we
recorded a pre-tax charge of $266.5 million to evoff the entire balance of our merchant energynsgg goodwill substantially all of which
was recorded in the third quarter of 2008. Thiggbas recorded in "Impairment losses and othetstas our Consolidated Statements of
Income (Loss).

Other Costs

In September 2008, we entered into a non-bindimgeagent to settle a class action complaint thagell a subsidiary's ash placement
operations at a third party site damaged surrogndioperties. In December 2008, the settlementapasoved by the court. As a result of this
agreement, we recorded a $14.0 million pre-taxgdhalet of an expected insurance recovery.

Workforce Reduction Costs

We incurred costs related to workforce reductidorés initiated at our nuclear generating facitia 2006 and 2007. We substantially
completed both of these workforce reduction effdrteng 2008.

In September 2008, our merchant energynlessiapproved a restructuring of the workforceuatGustomer Supply operations. We
recognized a $2.5 million preax charge during 2008 related to the eliminatibagproximately 100 positions associated with thistructuring
The restructuring is expected to be completed withé next 12 months.

During the fourth quarter of 2008, we amae a restructuring of the workforce across athaf operations. We recognized a $19.7 mil
pre-tax charge in 2008 related to the eliminatibapproximately 380 positions. The restructuringxpected to be completed within the next
twelve months. We expect to incur additional workéoreduction costs in 2009.

Emissions Allowance

The Clean Air Interstate Rule (CAIR) required statethe eastern United States to reduce emissiosigfur dioxide (SO, ) and established a
cap-and-trade program for annual nitrogen oxide (l®mission allowances. On July 11, 2008, the Untades Court of Appeals for the D

Circuit (the "Court") issued an opinion vacating IRAsubject to petitions for rehearing. The Envir@ntal Protection Agency (EPA) filed a
petition for rehearing. On December 23, 2008, tharCreversed its earlier decision to revoke CAHd avill allow CAIR to remain in effect
until it is replaced by a revised rule issued by BPA that would preserve the environmental rus¢aldished by CAIR. The Court did not
propose a deadline by which the EPA must corrextltws identified with CAIR but it did state thiadtvill accept petitions if the EPA does not
remedy the problems previously identified in it/JLL, 2008 opinion.

As a result of the Court's December 2008sien, the annual NQprogram will become effective in 2009 as originaitablished by
CAIR. In addition, since the December 2008 decisinarket prices for 2009 N@allowances have increased significantly, with lesserease
shown in allowances for subsequent years. Therealgasan increase in trading volumes for annual,N8or the SO, program, the EPA will



be required to issue a new rule that would replheallowances issued under Title IV of the CleanA&t with a new, reduced pool of
allowances which would meet or exceed existing Ctaligets. Market prices for S{allowances have also risen since the Court's @ecisi

We account for our emission allowance inggnat the lower of cost or market, which includesisideration of our expected requirem:
related to the future generation of electricityeMeighted-average cost of our 2008 Sdllowance inventory in excess of amounts needed to

satisfy these requirements was greater than meaake¢ at June 30, 2008
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and market prices decreased further for both, & annual NQ emission allowances through September 30, 200&r Afving consideration
to the Court's July 11, 2008 decision and the sylbe@ decline in the market price of these alloveanave recorded a write-down of our $O

allowance inventory totaling $22.1 million pre-taxreflect the June 30, 2008 market prices. At &aper 30, 2008, we recorded an additional
write-down of our SQ emission allowance inventory and recorded a writestlof our annual NQallowance inventory totaling $58.9 million

to reflect the September 30, 2008 prices. Thesewowns were recorded in the "Nonregulated rev&hlirge in our Consolidated Statements
of Income (Loss). The third quarter 2008 write-domass partially offset by mark-to-market gains totgl$22.2 million pre-tax on derivative
contracts for the forward sale of emission alloveend his gain reflects the impact of lower marki#tgs on the value of those derivative
contracts.

Due to the recent increases in30d NO, emission allowance prices stemming from the Decer28e2008 Court ruling, we evaluated

the value of our emissions allowances and detemwitimat, in accordance with Accounting PrinciplesasRBbOpinion No. 28Interim Financial
Information, a partial reversal of prior interim period wridewns was appropriate. At December 31, 2008, wersed $11.4 million of the
second and third quarter of 2008 write-downs. Tifieep at December 31, 2008 create a new cost toas#0, and annual NQ emission

allowances and cannot be further written-up infeifperiods. Our mark-to-market gains on derivatioetracts for the forward sale of emission
allowances were $0.7 million for the quarter enBDedember 31, 2008. At this time, we cannot pretlietoutcome of any further judicial,
regulatory or legislative developments or their &oipon the emission allowance markets.

Net Gain on Sale of Upstream Gas Ass

On March 31, 2008, we sold our working interespiirand natural gas producing properties in OklahdnCEP, a related party, and
recognized a gain of $14.3 million, net of the nmityointerest gain of $0.7 million. We discuss thignsaction in more detail Mote 16.

In addition, on June 30, 2008, our merclegargy business sold a portion of its workingriesés in proved natural gas reserves and
unproved properties in Arkansas to an unrelatety par total proceeds of $145.4 million, which ishgect to certain purchase price
adjustments. Our merchant energy business recabai$@ 7.7 million pre-tax gain on this sale.

In December 2008, our merchant energy lessisold working interests in proved natural gasries in Wyoming, and our equity
investment in certain entities that own interestprioved natural gas reserves and unproved prepeérntiTexas and Montana to unrelated pa
for total proceeds of $55.7 million, subject tote@r purchase price adjustments. Our merchant grigrginess recognized a $67.2 million pre-
tax loss on these sales.

The net gain is included in "Net Gains @S of Upstream Gas Assets" line in our Consaidi&tatements of Income (Loss).
Gain on Sale of Dry Bulk Vessel

On July 10, 2008, a shipping joint venture, in whazir merchant energy business has a 50% ownergaigst, sold one of the six dry bulk
vessels it owns. Our merchant energy business nézeya $29.0 million pre-tax gain on this salee Gain is included in "Nonregulated
revenues” line in our Consolidated Statements odrime (LosS).

Maryland Settlement Agreeme—Customer Rate Credit

In March 2008, Constellation Energy, BGE and a @laion Energy affiliate entered into a settletnagreement with the State of Maryland,
the Maryland PSC and certain State of Marylancc@ to resolve pending litigation and to settieen prior legal, regulatory and legislative
issues. On April 24, 2008, the Governor of Marylaighed enabling legislation, which became effectm June 1, 2008. Pursuant to the terms
of the settlement agreement:

. Each party acknowledged that the agreements adopf&99 relating to Maryland's electric restrugigriaw are final and
binding and the Maryland PSC will close ongoinggeredings relating to the 1999 settlement.
. BGE provided its residential electric customers318nillion in the form of a one-time $170 per @mer rate credit. We

recorded a reduction to "Electric revenues" onand BGE's Consolidated Statements of Income (Laws$hg the second
quarter of 2008 and reduced customers' bills byatheunt of the credit between September and Deae2Q0sS.

. BGE customers are relieved of the potential futiatgility for decommissioning Constellation EnergZalvert Cliffs Unit 1 and
Unit 2, scheduled to occur no earlier than 2034 2085, respectively, and are no longer obligategktpa total of $520 million,
in 1993 dollars adjusted for inflation, pursuanthie 1999 Maryland PSC order regarding the derd¢igulaf electric generation.
BGE will continue to collect the $18.7 million aralmuclear decommissioning charge from all electustomers through 2016
and continue to rebate this amount to residentégaitec customers, as previously required by SeBdtd, which had been
enacted in June 2006.

. BGE resumed collection of the residential returrtipa of the SOS administrative charge, which hadrbeliminated unde
Senate Bill 1, on June 1, 2008 and will continukection through May 31, 2010 without having to a&bit to all residential
electric customers. This will total approximateBOdmillion over this period. This charge will bespended from June 1, 2010
through December 31, 2016.

. Any electric distribution base rate case filed lygBwill not result in increased distribution ragggor to October 2009, and al
increase in electric distribution revenue awarddbbe capped at 5% with certain exceptions. Angsquent electric
distribution base rate case may not be filed gookugust 1, 2010. The agreement does not goveaffect BGE's ability tc



recover costs associated with gas rates, fedeapfiyoved
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transmission rates and charges, electric ridexdntaeases or increases associated with standf@mservice power supply

auctions.

. Effective June 1, 2008, BGE implemented revisedelgption rates for regulatory and financial reparpurposes. The revisi
rates reduced depreciation expense approximatdlyriilion in 2008 without impacting rates charged:istomers.

. Effective June 1, 2008, Maryland laws governingestments in companies that own and operate reguigte and electric
utilities were amended to make them less restgatiith respect to certain capital stock acquisitramsactions.

. Constellation Energy elected two independent dimsdaio the Board of Directors of BGE within the uegd six months from the

execution of the settlement agreement.

2007 Events

Pre-Tax After-Tax

(In millions)

Impairment losses and other cc $(20.29) $ (12.9
Workforce reduction cos (2.3 (1.4
Gain on sales of equity of CE 63.3 39.2
Loss from discontinued operatio

High Deser! (2.9 0.3

Puna — (0.6
Total loss from discontinue

operations (2.9 (0.9
Total other item: $384 $ 247

Impairment Losses and Other Cos

In connection with the termination of the mergereggnent with FPL Group, Inc. (FPL Group) in OctoB@06, we acquired certain rights
relating to a wind development project in Westerarjiand. In the second quarter of 2007, we elestédo make the additional investment
that was required at that time to retain our rightthe project; therefore, we recorded a chargg26f2 million pre-tax to write-off our
investment in these development rights.

Workforce Reduction Costs

In June 2007, we approved a restructuring of thekfeece at our Nine Mile Point nuclear facility atéd to the elimination of 23 positions. We
recognized costs of $2.3 million pre-tax relatedetcording a liability for severance and other lighender our existing benefit programs.

The following table summarizes the statihis involuntary severance liability for Nine MilPoint at December 31, 2008:

(In millions)
Initial severance liability balance ( $ 2.€
Amounts recorded as pension and postretiremerilitied (1.5
Net cash severance liabili 1.1
Cash severance payme (0.7
Other (0.9
Severance liability balance at December 31, 2 $ —

() Includes $0.3 million to be reimbursed from co-owne
Gain on Sales of Equity of CEP

In November 2006, CEP, a limited liability compdonymed by Constellation Energy completed an inpiablic offering of 5.2 million commc
units at $21 per unit. See details un2@d6 Eventsater in this Note. In April 2007, CEP acquired ¥0wnership of certain coalbed methane
properties located in the Cherokee Basin in KaasasOklahoma. This acquisition was funded throuf®'€ sale of equity in which we did |
participate.

As a result of the April 2007 equity issaarby CEP, our ownership percentage in CEP fetiv&O percent. Therefore, during the second
guarter of 2007, we deconsolidated CEP and begasuating for our investment using the equity methoder Accounting Principles Board
Opinion (APB) No. 18The Equity Method of Accounting for InvestmentSammon StocRVe discuss the equity method of accounting in
more detail irNote 1.



In July and September 2007, CEP issuediadédl equity. In connection with our equity owneigsin CEP, we recognize gains on CEP's
equity issuances in the period that the equitpid as common units or when converted to commotsufhe details of the 2007 CEP equity
issuances, as well as the gains recognized byeispyanmarized below:

Units

Issuec Proceed: Pre-tax

Price/
Unit to CEP gain

(In millions, except price/unit)

April 2007 Sale

Common units 22 $26.1z $ 58 %12t
Class E unit: 0.1 25.8¢ 2 04
July 2007 Sale

Common units 2.7 35.2¢ 94  20.C
Class F unitt 2.6 35.2¢ 92 11.2

September 2007 Sal
Common units 2.5 42.5( 108 19.2

Discontinued operation:

In the fourth quarter of 2006, we completed the sdisix natural gas-fired plants, including thgkDesert facility, which was classified as
discontinued operations. We recognized an

111




after-tax loss of $0.3 million as a component oicdme (loss) from discontinued operations" for 280& to post-closing working capital and
income tax adjustments. In addition, during 200&,recognized an aftéax loss of $0.6 million relating to income tax @stments arising froi
the June 2004 sale of a geothermal generatingtjeicilHawaii that was also previously classifiesldiscontinued operations.

Presented in the table below are the ansowtdted to discontinued operations that are dedun "Income from discontinued operations™
in our Consolidated Statements of Income (Loss):

High Desert International Investments Total
2007 2007
2006 2007 2006 2006
(In millions)
Revenue! $ — $161: % — $ — $ — %1612
(Loss) income before income tay (2.4 108.C — — (2.4 108.C
Net (loss) incom (0.3 70.2 — — (0.3 70.2
Pre-tax gain on sal — 185.2 — 1.4 — 186.¢
After-tax gain on sal — 116.7 — 0.9 — 117.¢
(Loss) income from discontinued operations, nebgé: (0.3) 186.¢ — 0.9 (0.3) 187.t

During 2007, we recognized an a-tax loss from discontinued operations of $(0.6)iom, related to tax adjustments from the salé®aha, a
Hawaiian Geothermal facility, in 200.

2006 Events

Pre-Tax After-Tax

(In millions)

Gain on sale of g-fired plants $ 73¢ $ 471
Workforce reduction cos (28.2) (17.0
Merger-related cost (18.9) (5.7
Gain on initial public offering of CE 28.7 17.¢
Income from discontinued operatic

High Deser! 294.1 186.¢

International investmen 14 0.9
Total income from discontinued operatic 295t 187.¢
Total other item: $ 3518 $ 2301

Sale of Ga-Fired Plants

In December 2006, we completed the sale of theviotig natural gas-fired plants owned by our mertiesmergy business:

Capacity

Facility (MW) Unit Type Location
High Deser! 83C Combined Cycl California
Rio Nogales 80C Combined Cycl Texas
Holland 66E Combined Cycl Illinois
University Parl 30C Peaking lllinois
Big Sandy 30C Peaking West Virginie
Wolf Hills 25C Peaking Virginia

We sold these gas-fired plants for cashlo® billion, and recognized a pre-tax gain onghke of $259.0 million of which $73.8 million
was included in "Gain on sale of gas-fired plamist! $185.2 million was included in "Income fromadistinued operations" in our
Consolidated Statements of Income.

At the time of the agreement for sale, wal@ated these plants for classification as disnaet operations under SFAS No. 144.
Discontinued operations classification only apptieassets held for sale that meet the definiticen @omponent of an entity. A component of
an entity comprises operations and cash flowsdhatbe clearly distinguished, operationally andfifeeincial reporting purposes, from the rest
of the entity.

High Desert met thequirements to be classified as a discontinuedabipa because it had a power sales agreemertsfaulli output, wa:
determined to be a component of Constellation Bnengd had separately identifiable cash flows. fEide above provides additional detail
about the amounts recorded in "Income from disoomtil operations"” related to our High Desert facilit

The remaining g-fired plants were managed within our merchant enbrginess as a group or on a portfolio basis sxthey hav



aggregated risks, were hedged as a group, andagedgoint cash flows. These gas-fired plants dameet the requirements to be classified as
discontinued operations. The results of operationthese gas-fired plants, as well as the $73IBomipretax gain on sale, remain classifiec
continuing operations.

International Investments

In the fourth quarter of 2005, we completed the sdiConstellation Power International Investmehtd, (CPIl). We recognized an after-tax
gain of $0.9 million for the year ended DecemberZI06 due to the resolution of an outstandingingency related to the sale. We discus:
details of the outstanding contingency later is tiote.

Workforce Reduction Costs

In March 2006, we approved a restructuring of tloekfiorce at our Ginna nuclear facility. In conneatiwith this restructuring, 32 employees
were terminated. During the quarter ended

112




March 31, 2006, we recognized costs of $2.2 milpoetax related to recording a liability for seaece and other benefits under our existing
benefit programs.

We completed this workforce reduction fior2006. As a result, no involuntary severanability was recorded at December 31, 2006.

In July 2006, we announced a planned restring of the workforce at our Nine Mile Point e@r facility. We recognized costs during
the quarter ended September 30, 2006 of $15.1lomifire-tax related to the elimination of 126 paositi associated with this restructuring. We
also initiated a restructuring of the workforceoat Calvert Cliffs nuclear facility during the thiquarter of 2006 and we recognized costs of
$2.9 million pre-tax related to the elimination3ff positions associated with this restructuring.

In addition, we incurred a pre-tax settlameharge of $12.7 million in accordance with Stagat of Financial Accounting Standards
(SFAS) No. 88Employers' Accounting for Settlements and Curtailimef Defined Benefit Pension Plans and for Teatidm Benefits This
charge reflects recognition of the portion of deddractuarial gains and losses associated withames who were terminated as part of the
restructuring or retired in 2006 and who electetktive their pension benefit in the form of a piasum payment. In accordance with SFAS
No. 88, a settlement charge must be recognized Wimeg-sum payments exceed annual pension plan servitenterest cost. The total SFAS
No. 88 settlement charge incurred in 2006 includps-tax charge of $8.0 million as a result of the Nivide Point restructuring. We discuss
the settlement charges that we recorded during RONGte 7.

The following table summarizes the statiuhis involuntary severance liability for Nine MilPoint and Calvert Cliffs at December 31,
2008:

(In millions)
Initial severance liability balanc $ 19.€
Amounts recorded as pension and postretiremerilities (7.9
Net cash severance liabili 12.:
Cash severance payme (12.9)
Other —
Severance liability balance at December 31, 2 $ —

The severance liability above includes $1.6 millidrcosts that the joint owner of Nine Mile Poimit2 reimbursed us.
Merger-Related costs

We incurred costs during 2006 related to the pregdaserger with FPL Group. The merger was terminatédctober 2006. These costs totaled
$18.3 million pre-tax for 2006. In addition, durigg06 we recognized tax benefits of $5.3 millionne@rger costs incurred in 2005 that were
not considered deductible for income tax purposei thhe termination of the merger in 2006. Ouiatqgire-tax merger-related costs were
$35.3 million.

Initial Public Offering of CEP

In November 2006, CEP, a limited liability compdoymed by Constellation Energy, completed an ihfizblic offering of 5.2 million
common units at $21 per unit. The initial publifesing resulted in cash proceeds of $101.3 mill&fter expenses associated with the offering,
for Constellation Energy.

As a result of the initial public offerir§ CEP, we recognized a pre-tax gain of $28.7 anillior $17.9 million after recording deferred
taxes on the gain.
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3 Information by Operating Segment

Our reportable operating segments are—Merchantggn&egulated Electric, and Regulated Gas:

. Our merchant energy business is nonregulated amagd2008 included:
- full requirements load-serving sales of energy eaquhcity to utilities, cooperatives, and commerdémaustrial, and
governmental customers,
- structured transactions and risk management serfécevarious customers (including hedging of otifppm generating
facilities and fuel costs),
- deployment of risk capital through portfolio managmst and trading activitie
- gas retail energy products and services to comalemedustrial, and governmental custom:
- fossil, nuclear, and interests in hydroelectricagating facilities and qualifying facilities, andwer projects in the Unitt
States,
- upstream (exploration and production) and downstréeansportation and storage) natural gas opers/
- coal sourcing and logistics services and uraniumkateng services for the variable or fixed suppéeds of globs
customers, and
generation operations and maintenance.
. Our regulated electric business purchases, trassdidtributes, and sells electricity in Centralriland.
. Our regulated gas business purchases, transpodtsedis natural gas in Central Maryla

Our remaining nonregulated businesses:

. design, construct, and operate renewable energyingecooling, and cogeneration facilities andvite water and energy
savings projects and performance contracting farroercial, industrial, and governmental customersuphout North Americe

. provide home improvements, service electric andaggdiances, service heating, air conditioningnging, electrical, an
indoor air quality systems, and provide natural gasketing to residential customers in Central N&rgl, and

. develop and deploy new nuclear plants in North Acze

In connection with efforts to improve oiguidity and reduce our business risk:

we entered into a definitive agreement to sell goritg of our international commaodities operationJanuary 2009,

we entered into a definitive agreement to sellgas trading operation in February 2009.

we announced strategic initiatives to sell our tgesh gas properties, subject to market conditiand,

we entered into an Investment Agreement with EDFeN®te 15for more detail on the Investment Agreement withFED

We believe that the successful executiothese initiatives, as well as our other initiatil@eing undertaken to reduce risk in our merchant
energy business, will reduce our exposure to digs/that require contingent capital support angroxie our liquidity. In turn, the results for
our merchant energy business segment will be nadliedifferent from prior periods. We discuss thesmategies and their effect on liquidity in
Note 8.

During 2006, we sold six of our gas-firedifities. We discuss the sales of our gas-firesh{d in more detail iNote 2.

Our Merchant Energy, Regulated Electrid Regulated Gas reportable segments are strategiicdsses based principally upon
regulations, products, and services that requiferdnt technologies and marketing strategies. Wauate the performance of these segments
based on net income. We account for intersegmeentees using market prices. We present a summanjasmation by operating segment
the next page.

Divestitures
In 2009, we have made progress on many of theegirainitiatives we identified in 2008 to improvgquidity and reduce our business risk.

In January 2009, we entered into a defiaiigreement to sell a majority of our internatlaranmodities operation. In February 2009, we
entered into a definitive agreement to sell our $lon-based gas trading operation. Simultaneousysigned a letter of intent to enter into a
related transaction with an affiliate of the buyeder which that company would provide us withdghs supply needed to support our retail gas
customer supply business, while reducing our credjtiirements. We expect that both of these saléslase by the end of the second quarter
of 2009, subject to certain regulatory approvals$ atier standard closing conditions. Upon closihthese transactions, we expect to recog
an aggregate priax loss of not more than $200 million based omentrcommaodity prices. The actual amount of the le#l be affected by th
final consideration exchanged, which is based ertithing of the close, and by changes in commagtilyes. The impact on cash is not
expected to be material.

Collectively, we expect that both divegtitsito return approximately $1 billion of currenplgsted collateral. In addition, we expect these
divestitures to further reduce our downgrade cetlltrequirements by approximately $400 millione$é reductions are based on current
commodity prices, the final terms of the transawicand the timing of collateral to be returnedaithe close of the transactions, and, as a
result, are subject to chang



114




1)

Reportable Segment:

Holding

Company anc

Merchant Regulatec Regulatec Other
Nonregulated .
Energy Electric Gas Eliminations Consolidatec
Business Business Business  Businesses
(In millions)

2008
Unaffiliated revenue $15,880.¢ $ 2,679.f $ 1,004 $ 2532 % — $ 19,818.
Intersegment revenu 891.¢ 0.2 19.: 0.2 (911.¢ —
Total revenue 16,772. 2,679. 1,024.( 253.¢ (911.¢ 19,818.:
Depreciation, depletion, and amortiza 287.1 184.2 43.7 68.2 — 583.2
Fixed charge 191. 123.t 29.t 1.7 16.2 362.:
Income tax expense (benel (99.5) 4.9 25k 0.€ — (78.9)
Net (loss) income (1 (1,357.9) 1.1 37.2 4.7 — (1,314.9
Segment assets ( 13,857.¢ 4,620.! 1,392.¢ 3,508.! (1,095.() 22,284.:
Capital expenditure 1,675.( 388.( 74.C 86.C — 2,223.(
2007
Unaffiliated revenue $17,545.. $ 2,455.¢ $ 943.C $ 249.8  $ — $ 21,193.
Intersegment revenu 1,199.. 0.1 19.¢ 0.2 (1,219.6 —
Total revenue 18,744.! 2,455, 962.¢ 249.¢ (1,219.¢ 21,193.:
Depreciation, depletion, and amortiza: 269.¢ 187.¢ 46.¢ 53.7 — 557.¢
Fixed charge 86.€ 107.¢ 30.€ 8.€ 71.€ 305.¢
Income tax expens 332.7 64.€ 22.¢ 8.2 — 428.%
Income from discontinued operatic (0.9 — — — — (0.9
Net income (3 678.3 97.¢ 28.¢ 16.5 — 821.t
Segment asse 15,947 4,378.¢ 1,293.¢ 458.¢ (336.0 21,742
Capital expenditure 1,178.( 340.( 62.C 85.C — 1,665.(
2006
Unaffiliated revenue $16,048.. $ 2,115¢ $ 890.C $ 230.¢ $ — $ 19,284
Intersegment revenu 1,118.( — 9.t 0.2 (1,127.) —
Total revenue 17,166.: 2,115.¢ 899.f 231.( (1,127.) 19,284.¢
Depreciation, depletion, and amortiza: 258.1 181.t 46.C 37.7 — 523.¢
Fixed charge 191.7 86.¢ 28.€ 10.t 10.7 328.7
Income tax expense (benel 250.2 78.C 27.C 4.2 — 351.(
Income from discontinued operatic 186.¢ — — 0.¢ — 187.¢
Net income (4 767.C 120.2 37.C 12.2 — 936.4
Segment asse 16,387.. 3,783.: 1,252.¢ 887.¢ (509.5) 21,801.¢
Capital expenditure 768.( 297.( 63.C 21.C — 1,149.(

Our merchant energy business recognized the falipwafte -tax charges: impairment losses and other costgl@d% million,
workforce reduction costs of $9.3 million, mergemtination and strategic alternatives costs of $2,2 million, net emission

allowance write-down of $28.7 million, a net gaimthe sale of upstream gas properties of $16.0anijlla gain on sale of a dry bulk
vessel of $18.9 million, and an impairment charfiew nuclear decommissioning trust assets of $&dlllon. Our regulated electric
business recognized after-tax charges related tdfwoce reduction costs of $2.8 million, the Manmytbsettlement credit of
$126.5 million, partially offset by the impact o®B's effective tax rate of the Maryland settlenoeadit of $16.0 million. Our regulati
gas business recognized an after-tax charge relstedorkforce reduction costs of $1.0 million. Gwiding company and other
nonregulated business recognized an after-tax ahaetpted to workforce reduction costs of $0.3iomll We discuss these items in
more detail in Note 2.
(2) At December 31, 2008, Holding Company and Otheréulated segment assets include approximately illién of intercompany
receivables from the merchant energy business,gpiliyirelating to the allocation of merger termina costs of approximately
$1.2 billion to these businesses, and $1.0 bilbbrestricted cash related to the issuance of SeBiéreferred Stock to EDF. These
funds are held at the holding company and are &gl for payment of the 14% Senior Notes held lwAkherican. The 14% Senior
Notes were repaid in full in January 2009.
3) Our merchant energy business recognized an-tax loss of $12.2 million related to a cancellecheévdevelopment project, an ai-tax
gain of $39.2 million on sales of CEP equity, amdadter-tax charge of $1.4 million for workforcedrection costs as described in more
detail in Note 2.
4) Our merchant energy business recognized an-tax gain of $47.1 million on sale of ¢-fired plants and an aft-tax gain of
$17.9 million on the initial public offering of CE&% discussed in more detail in Note 2. Our mertleaergy business, our regulated
electric business, our regulated gas business,camther nonregulated businesses recognized #dtecharges of $21.3 million,
$0.8 million, $0.4 million, and $0.2 million for myer-related costs and workforce reduction costs asritesd in more detail in Note :
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4 Investments

Investments in Qualifying Facilities and Power Progcts, CEP, and Joint Ventures

Investments in qualifying facilities, domestic povpeojects, joint ventures and CEP consist of tileWwing:

At December 31 2008 2007
(In millions)
Qualifying facilities and domestic power projec
Coal $119.5 $119.¢
Hydroelectric 55.€ 54.%
Geotherma 37.C 37.¢
Biomass 58.2 43.€
Fuel Processin 15.C 26.¢
Solar 6.9 7.C
CEP 17.7  143.(
Joint Ventures
Shipping JV 59.¢ 56.¢€
UNE 51.C 52.2
Other 0.2 1.1
Total $421.C $542.-

Investments in qualifying facilities, doriepower projects, CEP and joint ventures wereanted for under the following methods:

At December 31 2008 2007
(In millions)
Equity methoc $414.1 $535.2
Cost methoc 6.9 7.0
Total $421.C $542.%

Our percentage voting interests in thesestments accounted for under the equity methogeréiom 20% to 50%. Equity in earnings of
these investments was $76.8 million in 2008, $8I8an in 2007, and $13.8 million in 2006. The iease in equity earnings from 2007 to 2
primarily relates to the $29.0 million pre-tax gastognized in 2008 by our shipping joint ventupemi the sale of one dry bulk vessel and the
cessation of operations at a synthetic fuel facditDecember 31, 2007.

We describe each of these investments below
Qualifying Facilities and Power Projects

Our merchant energy business holds up to a 50%gatierest in 18 operating domestic energy prejttdt consist of electric generation, fuel
processing, or fuel handling facilities. Of the§eptojects, 16 are "qualifying facilities" that edee certain exemptions and pricing under the
Public Utility Regulatory Policies Act of 1978 baken the facilities' energy source or the use adgeneration process.

CEP

In November 2006, CEP, a limited liability compdoymed by our merchant energy business, completedial public offering. As of
December 31, 2006, we owned approximately 54% d? @ad consolidated CEP. During the second quafr@0@/, CEP issued additional
equity to the public and our ownership percentadiebklow 50%. Therefore, we deconsolidated CEPkaghn accounting for our investment
using the equity method under Accounting Princifdeard Opinion (APB) No. 18The Equity Method of Accounting for Investments in
Common StockAs of December 31, 2008, we hold a 28.5% votirigrest in CEP.

During 2008, as a result of significant ldess in the stock market, we determined that #aide in the value of our investment in CEP is
other than temporary. Therefore, we recorded anoappately $124 million pre-tax impairment charg&idg 2008 to write-down our
investment to fair value as of December 31, 2008.

Joint Venture:

In December 2006, we formed a shipping joint vemfarwhich our merchant energy business has a 308emship interest. The joint venture
currently owns and operates five dry bulk vessEie joint venture sold one dry bulk vessel in 2088eNote 2for more detail on this sale. In
2008 and 2007, we made cash contributions of appaikly $5 million and $57 million, respectively, the joint venture



In August 2007, we formed a joint ventld@jStar Nuclear Energy, LLC (UNE) with EDF. We haav®0% ownership interest in this jo
venture to develop, own, and operate new nuclegeqts in the United States and Canada. The agrdemith EDF includes a phased-in
investment of $625 million by EDF in UNE. In 20@DF invested $175 million in UNE and we contributedd with a book value of
$1.7 million. In 2007, EDF invested $350 millionWtiNE, and we contributed the new nuclear line cfibesses we had developed over the
prior two years, which included assets with a bealke of $48.7 million and the right to develop sibfe new nuclear projects at our existing
nuclear plant locations. Upon reaching certaimigieg milestones, EDF will contribute up to an déiddial $100 million in UNE.

As of December 31, 2008, UNE's capitalizedstruction work in progress was approximately1$80llion. Such amounts are being
capitalized based on UNE's assessment that cotistrud new nuclear projects is probable. Shoultt #xpectation change, previously
capitalized costs would be written off. In the etviirat our portion of any losses incurred by UNEeed our investment, we will continue to
record those losses in earnings unless it is da@tedrthat UNE will cease operations and subsequéetidissolved.
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Investments Classified as Availabl-for-Sale

We classify the following investments as availatdesale:

. nuclear decommissioning trust funds,
. marketable equity securities, and
. trust assets securing certain executive benefits.

This means we do not expect to hold thegestments to maturity, and we do not consider ttrading securities. We record these
investments at fair value on our Consolidated Bada®heets.

We show the fair values, gross unrealiz@dgyand losses, and adjusted cost basis for aliodvailable-for-sale securities in the
following tables. We use specific identificationdetermine cost in computing realized gains ansdss

Adjusted Unrealized Unrealized

Fair
At December 31, 200 Cost Gains Losses Value
(In millions)
Money market fund $ 17¢€ $ — 3 — $ 17.¢€
Marketable equity securitie 700.¢ 41.F (2.1) 740.:
Corporate debt and U.S. treasul 224.¢ 6.8 — 231.€
State municipal bonc 46.2 1.3 — 47.5
Totals $ 989t $ 49.€ $ (2.1) $1,037.(
Adjusted Unrealized Unrealized
Fair
At December 31, 200 Cost Gains Losses Value
(In millions)
Money market fund $ 117 $ — — $ 117
Marketable equity securitie 819.¢ 266.: (0.2) 1,086.(
Corporate debt and U.S. treasul 224.% 5.4 — 229.¢
State municipal bonc 48.2 25 — 50.€
Totals $1,104« $ 2747 $ (0.2) $1,378.¢

In addition, the nuclear decommissioningstfunds included cash of $3.6 million at Decen#r2008. There was no cash at
December 31, 2007.

The unrealized gains in the preceding t@abtmsist primarily of $49.6 million and $256.7 lioih in 2008 and 2007, respectively,
associated with the nuclear decommissioning tiwsd$.

The investments in our nuclear decommisstrust funds are managed by third parties wheehadependent discretion over the
purchases and sales of securities. We recognizaiiments for any of these investments for whichftlievalue declines below our book val
We recognized $165.0 million and $8.5 million iregax impairment losses on our nuclear decommisgjainust investments during 2008 and
2007, respectively. These impairments are includegart of gross realized losses in the followatge.

Gross and net realized gains and lossewaitable-for-sale securities were as follows:

Year ended December 3 2008 2007 2006
(In millions)

Gross realized gair $ 49.€ $33.E $13.:<

Gross realized losst (210.9 (30.9 (13.0

Net realized (losses) gai $(160.5) $ 2.6 $ 0.3

The corporate debt securities, U.S. Govemtragency obligations, and state municipal bonasira on the following schedule:

At December 31, 200

(In millions)
Less than 1 yes $ 15.2
1-5 years 75.2
5-10 years 89.5
More than 10 yeat 99.2

Total maturities of debt securiti $ 279.]




Investments in Variable Interest Entities

We evaluate all transactions and relationships pittential variable interest entities (VIES) in aatance with FASB Interpretation No. 46R,
Consolidation of Variable Interest Entities—An hpiestation of ARB No. 5(FIN 46R).

Our overall methodology for evaluating saations and relationships under FIN 46R inclutiesallowing:

. determining whether the entity is a VIE, and, if
. determining whether we are the primary benefic@frihe VIE.

In performing the first step, the signifitdiactors and judgments that we consider include:

. the design of the entity, including the naturetsfrisks and the purpose for which the entity wasied, to determine the
variability that the entity was designed to creatd distribute to its interest holders,

the nature of our involvement with the entity,

whether control of the entity results through agements that do not involve voting equity,

whether there is sufficient equity investment sk ttio finance the activities of the entity, and

whether parties other than the equity holders tlagebligation to absorb expected losses or thd t@receive expected
residual returns.

For each VIE identified, we evaluate whetlve are the primary beneficiary of the VIE by cadesing:

. whether our variable interest absorbs the majofithe VIE's expected losse
. whether our variable interest receives the majaitthe VIE's expected residual returns,
. whether we have the ability to make decisions sigtificantly affect the VIE's results and actiggi
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Based on our evaluation of the above facamd judgments, as of December 31, 2008, we ddased two VIEs in which we are the
primary beneficiary. Also, as of December 31, 2008 ,had significant interests in seven VIEs forathive did not have controlling financial
interests and, accordingly, were not the primanyefieiary.

Consolidated Variable Interest Entities

In 2007, BGE formed RSB BondCo LLC (BondCo), a sglgmurpose bankruptcy-remote limited liability cpamy, to acquire and hold rate
stabilization property and to issue and serviceds@ecured by the rate stabilization propertyulmeJ2007, BondCo purchased rate stabilizi
property from BGE, including the right to assesdlect, and receive non-bypassable rate stabitinatharges payable by all residential electric
customers of BGE. These charges are being assesseter to recover previously incurred power paissh costs that BGE deferred pursual
Senate Bill 1.

BGE determined that BondCo is a variabterst entity for which it is the primary benefigiaAs a result, BGE and we consolidated
BondCo. We discuss the consolidation method of atiing in more detail ilNote 1.

The carrying amounts and classificatioBohdCo's assets and liabilities included in oursodidated financial statements at Decembe
2008 are as follows:

(In millions)
Current assel $ 23.7
Noncurrent asse —
Total Assets $ 23.7
Current liabilities $ 61.t
Noncurrent liabilities 510.¢
Total Liabilities $ 572.¢

The BondCo assets above are restricted@manly be used to settle the obligations of Band&lrther, BGE is required to remit all
payments it receives from customers for rate sgaibn charges to BondCo. During 2008, BGE rerdi®87.2 million to BondCo.

BGE did not provide any additional fina@apport to BondCo during 2008. Further, BGE doatshave any contractual commitments or
obligations to provide additional financial suppmrBondCo unless additional rate stabilizationdsare issued. Alternatively, the BondCo
creditors do not have any recourse to the genezditoof BGE in the event the rate stabilizatiomices are not sufficient to cover the bond
principal and interest payments of BondCo.

During 2008, we consolidated a retail posiguply VIE for which we became the primary beriafig as a result of a modification to its
contractual arrangements that changed the allotafithe economic risks and rewards of the VIE agnibre variable interest holders. The
consolidation of this VIE did not have a materiapiact on our financial results or financial corutiti

Unconsolidated Variable Interest Entities

As of December 31, 2008, we had significant intisre@sseven VIEs for which we are not the primagpéficiary. We have not provided any
material financial or other support to these eggitluring 2008, except for $5 million providedwmtfuel supply entities for working capital
needs.

The nature of these entities and our inealgnt with them are described in the following ¢abl

Nature of Constellation Energy Date of
VIE Category Nature of Entity Financing Involvement Obligations or Requirement to Provide Financial Suport Involvement

Power contract monetization Combination of debt and equity Power sale agreements, loans, ands45.2 million in letters of credit March 2005

entities financing guarantees

(2 entities)
Power projects and fuel Combination of debt and equity Equity investments and guarantees$2.0 million debt guarantee and working capitaldimg Prior to 2002

supply entities financing

(4 entities)
Retail gas supply Equity financing and proceeds  Gas supply agreement $6.7 million in obligations under gas supply agreetrand February

(1 entity) from gas sale $3.7 million in payment guarante 2008

For purposes of aggregating the variouss\ti disclosure, we evaluated the risk and revehetacteristics for, and the significance of,
each VIE. We discuss in greater detail the natéimipinvolvement with the power contract monetiaatVIEs in thePower Contract
Monetization VIEsection below



The following is summary information avéila as of December 31, 2008 about the VIEs in whiehhave a significant interest, but are
not the primary beneficiary:

Power
Contract
Monetization All
Other
VIEs VIEs Total
(In millions)
Total asset $ 669.6 $303.C $972.¢
Total liabilities 526.t 99.1 625.¢
Our ownership intere: — 2.t 52.k
Other ownership interes 143.:  151.¢ 294
Our maximum exposure to lo 45.2 64.¢ 110.1
Carrying amount and location of variable interegsbalance shee
—Other investment — 52.t 52.t
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Our maximum exposure to loss is the loaswe would incur in the unlikely event that outeirests in all of these entities were to become
worthless and we were required to fund the full am®f all guarantees associated with these emtieir maximum exposure to loss as of
December 31, 2008 consists of the following:

. outstanding receivables, loans, and letters ofitctetling $51.9 million,
. the carrying amount of our investment totaling $5@illion, and
. debt and payment guarantees totaling $5.7 million.

We assess the risk of a loss equal to @ximum exposure to be remote and, accordingly hateecognized a liability associated with
any portion of the maximum exposure to loss. Initiait there are no agreements with, or commitméwgtghird parties that would affect the
fair value or risk of our variable interests indbevariable interest entities.

Power Contract Monetization VIE

In March 2005, our merchant energy business clagegnsaction in which we assumed from a countgrpao power sales contracts with
previously existing VIEs. The VIEs previously wereated by the counterparty to issue debt in aaleronetize the value of the original
contracts to purchase and sell power. Under theepsales contracts, we sell power to the VIEs whithurn, sell that power to an electric
distribution utility through 2013. In connectionttvithis transaction, a third party acquired theityoef the VIEs and we loaned that party a
portion of the purchase price. If the electric iligttion utility were to default under its obligati to buy power from the VIEs, the equity holder
could transfer its equity interests to us in liduepaying the loan. In this event, we would hawe fight to seek recovery of our losses from the
electric distribution utility.
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5 Intangible Assets

Goodwill

Goodwill is the excess of the cost of an acquisiteer the fair value of the net assets acquiredofADecember 31, 2008, our goodwill bala
was primarily related to our other nonregulatediresses. Prior to September 30, 2008, our goothailince was primarily related to our
merchant energy business acquisitions. Goodwilbtsamortized; rather, it is evaluated for impaintnat least annually. We evaluated our
goodwill in 2008 and in 2007 and recorded a $266i15on impairment charge in 2008, which relatedepto our merchant energy segment.
We discuss this impairment charge in more detaiate 2.

The changes in the carrying amount of gdlbdiov the years ended December 31, 2008 and 208'&s follows:

Balance at  Goodwill Balance at
January 1, Acquired Other (1) December 31
2008
(In millions)
Goodwill $ 261: $ 9.8 $ (2665 $ 4.€
Balance a  Goodwill
Balance at
January 1, Acquired Other (2) December 31
2007
(In millions)
Goodwill $ 157¢ $ 1032 $ 03 % 261.%
1) Other represents impairment charges, which we dis@u Note 2.
) Other represents purchase price adjustments.

For tax purposes, none of our goodwill haéaat December 31, 2008 is deductible.
Intangible Assets Subject to Amortization

Intangible assets with finite lives are subjecamaortization over their estimated useful lives. Phienary assets included in this category are as
follows:

2008
At December 31 2007
Accumul- Accumul-
Gross Gross
Carrying  ated Carrying  ated
Amortiz-  Net Amortiz- Net
Amount  ation  Asset Amount ation  Asset
(In millions)
Software $ 554.¢9% (291.5$263.4% 494.($ (232.9%$261.7
Permits and license 64.¢ (10.0) 54.¢ 62.2 (8.C) 54.:
Operating manuals and procedu 38.€ (8.6€) 30.C 38.€ (8.4) 30.Z
Other 43.¢ (22.6) 21.:c 26.¢ (19.9 6.
Total $ 702.:% (332.1)$369.6$ 621.1$ (268.6)$353.1

BGE had intangible assets with a gross carrying amaf $217.0 million and accumulated amortizatidri$131.4 million at December 31, 2008 and $194ildam and accumulates
amortization of $124.5 million at December 31, 2@@&t are included in the table above. Substantiall of BGE's intangible assets relate to software

We recognized amortization expense relatexlir intangible assets as follows:

Year Ended December 31, 2008 2007 2006
(In millions)
Nonregulated business $66.6 $51.¢ $37.2
BGE 20.1 20.z 18.€
Total Constellation Energ $86.C $72.1 $55.¢

The following is our, and BGE's, estimagedortization expense related to our intangibletasse 2009 through 2013 for the intangible
assets included in our, and BGE's, Consolidatedrigal Sheets at December 31, 2008:

Year Ended December 31, 2009 2010 2011 2012 2013




(In millions)

Estimated amortization expe—Nonregulated business $62.2 $48.7 $38.4 $23.€ $15.1
Estimated amortization expe—BGE 204 18. 16.C 104 8.8
Total estimated amortization expe—Constellation Energ $82.€ $67.5 $54.4 $34.C $23.C

Unamortized Energy Contracts

As discussed iNote 1, unamortized energy contract assets and lialsiliépresent the remaining unamortized balance mderivative energy
contracts acquired, certain contracts which no éomalify as derivatives due to the absence mfudd market, or derivatives designated as
normal purchases and normal sales, which we preljioacorded as derivative assets and liabilities.

During 2007, we acquired several pre-exgspower-related contracts that had been originlayesther parties in prior periods when
market prices were lower than current levels. Téiepnoceeds received in this transaction were pifyn@ecorded as a net liability in
"Unamortized energy contracts."”

We present separately in our Consolidat@diBe Sheets the net unamortized energy conssaetsaand liabilities for these contracts. The
table below presents the gross and net carryinguatramd accumulated amortization of the net ligbthat we have recorded in our
Consolidated Balance Sheets:

2008
At December 3: 2007
Accumul- Accumul-
. Net . Net
Carrying ated i, Carrying  ated il
Amortiz- Liability Amortiz- Liability
Amount  ation Amount  ation
(In millions)
Unamortized energy contracts, | $(2,332.9)% 1,286.¢ $(1,045.9$(2,290.0$ 889.£ $(1,400.9)

The table below presents the estimatedawerable impact on our operating results for thmosdization for these assets and liabilities over
the next five-years:

Year Ended December 3 2009 2010 2011 2012 2013
(In millions)
Estimated amortizatio $347.« $324.: $107.¢ $86.2 $82.7
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6 Regulatory Assets (net)

As discussed iNote 1, the Maryland PSC and the FERC provide the fieadnination of the rates we charge our custongersur regulated
businesses. Generally, we use the same accourtiiciep and practices used by nonregulated compdaidinancial reporting under
accounting principles generally accepted in theté¢hStates of America. However, sometimes the Ma/IPSC or FERC orders an accour
treatment different from that used by nonregulaimehpanies to determine the rates we charge ouwroess. When this happens, we must ¢
certain regulated expenses and income in our Ciolagetl Balance Sheets as regulatory assets arilitibab\We then record them in our
Consolidated Statements of Income (Loss) (usingrération) when we include them in the rates werghaur customers.

We summarize regulatory assets and ligdslin the following table, and we discuss eactheim separately below.

At December 31 2008 2007
(In millions)

Deferred fuel cost

Rate stabilization deferr. $536.2 $593.¢

Other 244 19.4
Electric generatic-related regulatory ass 118.C 135«
Net cost of remove (198.0) (182.9)
Income taxes recoverable through future rates 63.2 63.¢
Deferred smart energy savers program c 15.¢ —
Deferred postretirement and postemployment beoesits 12.¢ 16.1
Deferred environmental cos 7.7 8.9
Workforce reduction cos — 2.4
Other (net] (5.7 (6.€)
Total regulatory assets (n 574. 651.1
Less: Current portion of regulatory assets ( 79.7 74.€
Long-term portion of regulatory assets (n $494.7 $576.

Deferred Fuel Costs
Rate Stabilization Deferre

In June 2006, Senate Bill 1 was enacted in Marykmdiimposed a rate stabilization measure thatethpgte increases by BGE for residential
electric customers at 15% from July 1, 2006 to Nay2007. As a result, BGE recorded a regulatosgtasn its Consolidated Balance Sheets
equal to the difference between the costs to psepawer and the revenues collected from custorasmsgell as related carrying charges based
on short-term interest rates from July 1, 2006 &yN31, 2007. In addition, as required by SenatelBithe Maryland PSC approved a plan that
allowed residential electric customers the optmfutther defer the transition to market rates frlume 1, 2007 to January 1, 2008. During
2007, BGE deferred $306.4 million of electricityrpbased for resale expenses and certain applicabiging charges as a regulatory asset
related to the rate stabilization plans. During@@6d 2007, BGE recovered $57.1 million and $39lRkam, respectively, of electricity
purchased for resale expenses and carrying chexlggsd to the rate stabilization plan regulatasyed. BGE began amortizing the regulatory
asset associated with the deferral which endeday RBD07 to earnings over a period not to exceegears when collection from customers
began in June 2007. Customers who participateldeiéferral from June 1, 2007 to December 31, 208 7epaying the deferred charges
without interest over a 21-month period which betmApril 2008 and ends in December 2009.

Other

As described itNote 1, deferred fuel costs are the difference betweeractwal costs of purchased energy and our fuelreatenues collected
from customers. We reduce deferred fuel costs asolect them from our customers.

We exclude deferred fuel costs from rateelizecause their existence is relatively shortiliiénese costs are recovered in the following
year through our fuel rate

Electric Generation-Related Regulatory Asset

As a result of the deregulation of electric gerieratBGE ceased to meet the requirements for thécation of SFAS No. 71 for the previous
electric generation portion of its business. Inoadance with SFAS No. 10Regulated Enterprises—Accounting for the Discomtiioun of
Application of FASB Statement No., and EITF 97-4Deregulation of the Pricing of Electricity—Issuesl&ed to the Application of FASB
Statements No. 71 and 1®GE wrote-off all of its individual, generation-aged regulatory assets and liabilities. BGE e&hkH a single,
generation-related regulatory asset to be colletttemligh its regulated transmission and distribubasiness, which is being amortized on a
basis that approximates the pre-existing individaeglulatory asset amortization schedules.

A portion of this regulatory asset represeémcome taxes recoverable through future ratatsdb not earn a regulated rate of return. These
amounts were $72.4 million as of December 31, 20008%$81.1 million as of December 31, 2007. We @alitinue to amortize this amot



through 2017.

Another portion of this regulatory asseqiresented the decommissioning and decontaminatiweh fayment for federal uranium
enrichment facilities that did not earn a regulatgeé of return on the rate base investment. Roitiie deregulation of electric generation, these
costs were recovered through the electric fuelmaehanism, and were excluded from rate base.arh@int was $2.3 million at December
2007. This amount was fully amortized at Septen30e2008.
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Net Cost of Remova

As discussed ilNote 1, we use the group depreciation method for thelatgd business. This method is currently an acbéptaethod of
accounting under accounting principles generalgepted in the United States of America and has bégely used in the energy,
transportation, and telecommunication industries.

Historically, under the group depreciatinathod, the anticipated costs of removing asseain vgtirement were provided for over the life
of those assets as a component of depreciatiomegpklowever, effective January 1, 2003, we adoptealS No. 143Accounting for Asset
Retirement Obligation:n addition to providing the accounting requirensefar recognizing an estimated liability for legdiligations
associated with the retirement of tangible longdivassets, SFAS No. 143 precludes the recognitierpected net future costs of removal as a
component of depreciation expense or accumulatprediation.

BGE is required by the Maryland PSC to theegroup depreciation method, including cost aioeal, under regulatory accounting. For
ratemaking purposes, net cost of removal is a cormpiof depreciation expense and the related adetdudepreciation balance is include
a net reduction to BGE's rate base investmentfikancial reporting purposes, BGE continues to aedor the future cost of removal for its
regulated gas and electric assets by increasiagudatory liability. This liability is relieved wimeactual removal costs are incurred.

Income Taxes Recoverable Through Future Rates (net)

As described ifNote 1, income taxes recoverable through future ratesher@ortion of our net deferred income tax liapithat is applicable t
our regulated business, but has not been refléctéa rates we charge our customers. These intaxes represent the tax effect of temporary
differences in depreciation and the allowance &uity funds used during construction, offset byfetiénces in deferred tax rates and deferred
taxes on deferred investment tax credits. We ag®ttiese amounts as the temporary differencessever

Deferred Smart Energy Savers Program Costs

Deferred Smart Energy Savers Program costs amoste incurred to implement demand response arahadd metering programs. These
programs are designed to help BGE manage peak dkingorove system reliability and improve servioetistomers by giving customers
greater control over their energy use. Actual costarred in the demand response program, whiché@gJanuary 2008, are being amortized
over a 5-year period from the date incurred purst@an order by the Maryland PSC.

Deferred Postretirement and Postemployment BenefiCosts

Deferred postretirement and postemployment beoeéits are the costs we recorded under SFAS No Erfigloyers' Accounting for
Postretirement Benefits Other Than Pensiand SFAS No. 11ZEmployers' Accounting for Postemployment Bendfitaxcess of the costs '
included in the rates we charged our customersigfird997. We began amortizing these costs overygadbperiod in 1998.

Deferred Environmental Costs

Deferred environmental costs are the estimated adshvestigating and cleaning up contaminatesksite own. We discuss this further in
Note 12. We amortized $21.6 million of these costs (th@ant we had incurred through October 1995) ancharertizing $6.4 million of

these costs (the amount we incurred from Novem®8b through June 2000) over 10-year periods inrdecwe with the Maryland PSC's
orders. We applied for and received rate relief@ordditional $5.4 million of clean-up costs irmear during the period from July 2000 through
November 2005. These costs are being amortizedao¥é-year period that began in January 2006.

Workforce Reduction Costs

The portions of the costs associated with our Vi@gnSpecial Early Retirement Program and workfeezkiction programs that relate to
BGE's gas business were deferred as regulatorjsdaaseccordance with the Maryland PSC's ordegsir rate cases. As a result of a 2005
base rate case, the remaining regulatory assatsiakesl with workforce reductions totaling $7.3lioit as of December 31, 2005 were
amortized over a 3-year period that began in Jgn2@06. These remaining regulatory assets werdqarely amortized over 5-year periods
beginning in January and February 2002. This ameastfully amortized at December 31, 2008.

Other (Net)

Other regulatory assets are comprised of a vaoktyirrent assets and liabilities that do not earagulatory rate of return due to their short-
term nature.
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7 Pension, Postretirement, Other Postemployment, anEBmployee Savings Plan Benefits

We offer pension, postretirement, other postempkaytnand employee savings plan benefits. BGE ereploparticipate in the benefit plans
that we offer. We describe each of our plans seplgrbelow. Nine Mile Point offers its own pensiqrostretirement, other postemployment,
and employee savings plan benefits to its employBes benefits for Nine Mile Point are includedtlie tables below.

We use a December 31 measurement datefgremsion, postretirement, other postemploymertt,eanployee savings plans. The
following table summarizes our defined benefit iliies and their classification in our ConsolidatBalance Sheets:

At December 31 2008 2007
(In millions)
Pension benefit $ 936.7 $385.7
Postretirement benefi 415.2 421rF
Postemployment benefi 59.¢ 66.3
Total defined benefit obligatior 1,412.( 873.t
Less: Amount recorded in other current liabilit 57.7 44.¢
Total noncurrent defined benefit obligatic $1,354. $828.¢

Pension Benefits

We sponsor several defined benefit pension plansdbemployees. These include basic qualifiedptaat most employees participate in and
several norgualified plans that are available only to cereinployees. A defined benefit plan specifies thewamof benefits a plan participe

is to receive using information about the partioip&mployees do not contribute to these plans.e@dly, we calculate the benefits under tt
plans based on age, years of service, and pay.

Sometimes we amend the plans retroactiidigse retroactive plan amendments require ustdadate benefits related to participants'
past service. We amortize the change in the bersis from these plan amendments on a stréiighbasis over the average remaining ser
period of active employees.

We fund the qualified plans by contributaigeast the minimum amount required under IRSIegpns. We calculate the amount of
funding using an actuarial method called the pteganit credit cost method. The assets in alhefglans at December 31, 2008 and 2007
were mostly marketable equity and fixed income géeas.

Postretirement Benefits

We sponsor defined benefit postretirement healtl aad life insurance plans that cover the majarftgur employees. Generally, we calculate
the benefits under these plans based on age, gkesesvice, and pension benefit levels or finaldpay. We do not fund these plans. For nearly
all of the health care plans, retirees make coutidbs to cover a portion of the plan costs. Ferlife insurance plan, retirees do not make
contributions to cover a portion of the plan costs.

Effective in 2002, we amended our posteetient medical plans for all subsidiaries other thare Mile Point. Our contributions for
retiree medical coverage for future retirees whoeweder the age of 55 on January 1, 2002 are dagipghe 2002 level. We also amended our
plans to increase the Medicare eligible retireleates of medical costs.

In 2003, the President signed into lawNteslicare Prescription Drug Improvement and Modextian Act of 2003 (the Act). This
legislation provides a prescription drug benefit¥bedicare beneficiaries, a benefit that we provmeur Medicare eligible retirees. Our
actuaries concluded that prescription drug benafitslable under our postretirement medical plan“actuarially equivalent” to Medicare
Part D and thus qualify for the subsidy under tlve Ahis subsidy reduced our 2008 Accumulated Btstment Benefit Obligation by
$43.3 million and our 2008 postretirement medi@lrpents by $2.4 million.

Liability Adjustments

At December 31, 2008 and 2007, our pension obbgativere greater than the fair value of our plaeissfor our qualified and our
nonqualified pension plans as follows:

Qualified Plans
Nine Mile Non-Qualified Plans

At December 31, 200 Other Total

(In millions)
Accumulated benefit obligatic $ 123.7%$1,417..% 99.€ $1,640.¢




Fair value of asse 63.C  804.c

— 867.€
Unfunded obligatior $ 60.4% 613.C$ 99.6$ 773.C
Qualified Plans
Non-Qualified
Nine Mile
At December 31, 200 Other Plans Total
(In millions)
Accumulated benefit obligatic $ 98.0$1,332.: % 69.7$1,499.¢
Fair value of asse 78.€ 1,179.¢ — 1,258t
Unfunded obligatior $ 19.4% 152: $ 69.7% 241.

Effective December 31, 2006, we adopted Sb. 158 Employer's Accounting for Defined Benefit Pensind ®ther Postretirement
Plans, an amendment of FASB Statement No. 87,r1d&22(R) Under SFAS No. 158, we are required to reflectftimeled status of our

pension plans in terms of the projected benefiigaltibn, which is higher than the accumulated bieéligation because it includes the impact
of expected future compensation increases on theige obligation. In addition, SFAS No. 158 regasites to reflect the
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funded status of our postretirement benefits imseof the accumulated postretirement benefit obbga

The net impact of adopting SFAS No. 152006 was to increase our pension and postretireliaduilities by $252.2 million, decrease 1
intangible asset by $28.6 million, and increasauaudated other comprehensive loss by $280.8 mifti@itax, or $169.5 million after-tax.

The following table summarizes the impacBBAS No. 158 adjustments recorded at Decembe2(18 and 2007:

Postretirement

Pension Accumulated Other Comprehensive Income (Los
Liability Benefit
December 31 Liability Pre-tax After -tax
(In millions)
2008 $590.7 $ 95 $ (581.2) $ (347.9)
2007 $ 31 $ (225 $ 19. $ 11.€

Obligations and Assets

As a result of workforce reduction initiatives, pe&m and postretirement special termination benefére recorded in 2008, 2007 and 2006
discuss the workforce reduction initiatives furtireNote 2.

We show the change in the benefit obligetiand plan assets of the pension and postretitdmearfit plans in the following tables.

Postretirement benefit plan amounts are presergedfrexpected reimbursements under Medicare Part D

()]
@
(©)

@
@
(©)

Change in benefit obligation (1)
Benefit obligation at January
Service cos

Pension Postretirement
Benefits Benefits
2008 2007 2008 2007
(In millions)

$1,644.0 $1,629.6 $421.F $441.t

55.4 494 6.1 6.5
Interest cos 100.z 94.7 24.C 24.4
Plan amendmen 121 — — —
Plan participants' contributiol — — 10.€ 8.7
Actuarial loss (gain 102.¢ (27.€) 9.5 (22.9)
Special termination benefi 2.2 1.2 0.8 0.2
Benefits paid (2)(3 (112.% (103.9) (38.%9) (37.9

Benefit obligation at December .

$1,804.0 $1,644.0 $415.¢ $421.t

Amounts reflect projected benefit obligation fongien benefits and accumulated postretirement litestafgation for postretirement benefits.

Pension benefits paid include annuity paymentslamg-sum distributions.

Postretirement benefits paid are net of Medicaret Pareimbursements.

Pension Postretirement
Benefits Benefits
2008 2007 2008 2007
(In millions)
Change in plan assets
Fair value of plan assets at Janua $1,258.! $1,161: $ — $ —
Actual return on plan asse (364.9) 712 — —
Employer contribution (1 86.2 129.2 27.t 28.¢
Plan participants' contributiol — — 10.€ 8.7
Benefits paid (2)(3 (1125 (1039 (383 (37.6
Fair value of plan assets at Decembe $ 867.¢ $1258f $ — $ —
Includes benefit payments for unfunded plans.
Pension benefits paid include annuity paymentslamg-sum distributions.
Postretirement benefits paid are net of Medicaret Pareimbursements.
Net Periodic Benefit Cost and Amounts Recognized i@ther Comprehensive Income
We show the components of net periodic pensionfiiaest in the following table:
Year Ended December 3 2008 2007 2006
(In millions)

Components of net periodic pension benefit co:



1)

Service cos $ 554 $ 49.2 $49.C

Interest cos 100.Z 94.7 89.2
Expected return on plan ass (111.5 (102.¢) (96.€)
Amortization of unrecognized prior service ¢ 10.€ 5.2 5.7
Recognized net actuarial lo 247 327 37.2
Amount capitalized as construction ¢ (10.2) (119 (139
Net periodic pension benefit cost | $ 69.7 $ 67.7 $71.C

Net periodic pension benefit cost excludes SFAS8ltermination benefits of $2.2 million in 2008AS No. 88 termination benefits
$1.2 million in 2007, and SFAS No. 88 settlemeatgd of $12.7 million and termination benefits diZmillion in 2006. BGE's portic
of our net periodic pension benefit costs, exclgdimount capitalized, was $16.4 million in 20081 $2million in 2007, and

$25.0 million in 2006. The vast majority of ourireés are BGE employees.
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We show the components of net periodicrptistment benefit cost in the following table:

2008 2007 2006
(In millions)

Year Ended December 3

Components of net periodic postretirement benefitast

Service cos $61 $65 $7.7

Interest cos 24.C 244 23.7
Amortization of transition obligatio 2.1 2.1 2.1
Recognized net actuarial lo 2.C 4.1 6.6
Amortization of unrecognized prior service ¢ 35 @B5H @B5H
Amount capitalized as construction c (7.0 (7.7 (8.9
Net periodic postretirement benefit cost $23.1 $25.¢ $28.4

(1)  Net periodic postretirement benefit cost excludeASNo. 106 termination benefits of $0.8 millior2008, $0.3 million in 2007, ar
$3.5 million in 2006. BGE's portion of our net petic postretirement benefit cost, excluding amouatstalized, was $13.1 million in
2008, $15.5 million in 2007, and $16.6 million iB0B.

As a result of adopting SFAS No. 158, thiéofving is a summary of amounts we have recordedccumulated other comprehensive
income" and of expected amortization of those arteawer the next twelve months:

Postretirement
Benefits

Pension
Benefits Expected Amortiz-

ation Next 12 Months

2008 2007 2008 2007

(In millions)
Unrecognized actuarial lo $ 999.6 $445.¢ $ 787 $ 90z 432
Unrecognized prior service cc 225 214 (22.6) (26.2) 7.2
Unrecognized transition obligatic — — 8.5 10.7 2.1
Total $1,022.0 $467.2 $ 64.€ $ 747 0 $ 52.€

Expected Cash Benefit Payments

The pension and postretirement benefits we expegeay in each of the next five calendar years arttié aggregate for the subsequent five
years are shown below. These estimated benefitsaaed on the same assumptions used to measurertéiit obligation at December &
2008, but include benefits attributable to estirddteure employee service.

Postretirement Benefits

Pensior  Before After
~ Medicare . Medicare
Benefits Subsidy
Part D Part D
(In millions)
2009 $ 152 $ 33.C $ 27 $ 30z
2010 151.€ 33.7 2.¢ 30.¢
2011 118.: 34.5 3.C 31.c
2012 131.1 34.5 3.2 31.c
2013 137.% 35.1 3.3 31.¢
2014-2018 807.¢ 182.: 16.¢ 165.4
Assumptions
We made the assumptions below to calculate ourigemsd postretirement benefit obligations andqabidi cost.
Postretirement
Pension
Benefits Benefits .
2008 2007 Assumption
Impacts
2008 2007 Calculation of

Discount rate 6.0(% 6.25% 6.0(% 6.25% Benefit Obligation and Periodic Ci
Expected return on plan ass 8.7t  8.7% N/A N/A Periodic Cos
Rate of compensation incree 4.0 4.0 4.C 4.0 Benefit Obligation and Periodic Ci

Our discount rate is based on a bond paotémalysis of high quality corporate bonds whossurities match our expected benefit
payments. Our 8.75% overall expected long-termaateturn on plan assets reflected our long-tetwestment strategy in terms of asset mix
targets and expected returns for each asset datisg period. Effective in 2009, we reduced oxpexted long-term rate of return assumption
to 8.50%.
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Annual health care inflation rate assumqtialso impact the calculation of our postretirenbemefit obligation and periodic cost. We
assumed the following health care inflation rateproduce average claims by year as shown below:

At December 31 2008 2007
Next year 8% 9.C%
Following yeat 75% 8.%
Ultimate trend rat 50% 5.C%
Year ultimate trend rate reach 201t 201¢

A one-percentage point increase in thethealre inflation rate from the assumed rates winddease the accumulated postretirement
benefit obligation by approximately $25 million @sDecember 31, 2008 and would increase the cordtseevice and interest costs of the
postretirement benefit cost by approximately $2iamlannually.

A one-percentage point decrease in theltheate inflation rate from the assumed rates wdelttease the accumulated postretirement
benefit obligation by approximately $21 million @sDecember 31, 2008 and would decrease the comBiervice and interest costs of the
postretirement benefit cost by approximately $2iamlannually.

Qualified Pension Plan Assets

The asset allocations for our qualified pensiomplaere as follows:

200¢€ 2007
At December 31
Equity securitie: 54% 62%
Debt securitie: 35 31
Other 11 7
Total 100% 10C%

The category "Other" primarily represemgeistments in financial limited partnerships. Gurd-term pension plan investment strategy is
to seek an asset mix of 58% equity, 30% fixed inepamd 12% other investments. We rebalance oufofiorperiodically when the sum of
equity and other investments differs from 70% kgéhpercentage points or more, we change an oltsidstment advisor, or we make
contributions to the trust.

We determine expected return on plan ass#tg a marketelated value of plan assets that recognizes gaget and losses ratably ove
five-year period.

Contributions and Benefit Payments

We contributed $76 million to our qualified pensiglans in March 2008, even though there was nortg8ired minimum contribution in
2008. We expect to contribute $218 million to oualified pension plans in 2009. Our non-qualifieghgion plans and our postretirement
benefit programs are not funded. We estimate tleatvill incur approximately $21 million in pensioeefits for our non-qualified pension
plans and approximately $30 million for retiree Ideand life insurance costs net of Medicare Paduting 2009.

Other Postemployment Benefits

We provide the following postemployment benefits:

. health and life insurance benefits to eligible egpes determined to be disabled under our Disahilgurance Plan,
. income replacement payments for Nine Mile Poinbuo-represented employees determined to be disablér
. income replacement payments for other employeesméted to be disabled before November 1995 (patgrfenemployee

determined to be disabled after that date arelpaah insurance company, and the cost is paid Iptames).

We recognized expense associated with thar postemployment benefits of $1.9 million in 80816.7 million in 2007, and $9.6 million
in 2006. BGE's portion of expense associated viltergpostemployment benefits was $2.2 million i0&0510.2 million in 2007, and
$5.6 million in 2006.

We assumed the discount rate for othergpasloyment benefits to be 5.00% in 2008 and 5.2520D7. This assumption impacts the
calculation of our other postemployment benefiigdtion and periodic cost.

Employee Savings Plan Benefits

We sponsor defined contribution savings plansdhatoffered to all eligible employees. The savipigsis are qualified 401(k) plans under



Internal Revenue Code. In a defined contributi@anpthe benefits a participant is to receive refsofh regular contributions to a participant
account. Matching contributions to participant acts are made under these plans. Matching conwiisito these plans were as follows:

Year Ended December 3 2008 2007 2006
(In millions)
Nonregulated business $17.€ $16.1 $14.¢
BGE 5.8 5.8 5.4
Total Constellation Energ $23.2 $21.¢ $20.C
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8 Credit Facilities and Short-Term Borrowings

Our short-term borrowings may include bank loawsnmercial paper, and bank lines of credit. Sharatborrowings mature within one year
from the date of issuance. We pay commitment fedmnks for providing us lines of credit. When veerbw under the lines of credit, we pay
market interest rates.

Constellation Energy

Constellation Energy had bank and other lines editunder committed unsecured credit facilitigaling $6.2 billion at December 31, 2008
for short-term financial needs. We enter into thasdities to ensure adequate liquidity to supgnnt operations. In addition, we had other
uncommitted credit facilities, which had letterscoédit of $17 million outstanding at December 3008.

Our liquidity requirements are funded wétledit facilities and cash. We fund our short-tevorking capital needs with existing cash and
with our credit facilities, which support directsteborrowings and the issuance of commercial pépevailable. We also use our credit
facilities to support the issuance of letters @dit, primarily for our merchant energy business.

These facilities can issue letters of dretimmercial paper, if available, and/or cash dwings up to approximately $6.2 billion as shown
below. As of December 31, 2008, we had $3.6 billioketters of credit issued and borrowed $485.lfiani against those facilities. The
weighted-average effective interest rate for thitstanding borrowing was 0.79% at December 31, 2808anuary 31, 2009, we had
$3.5 bhillion in letters of credit issued and borem$1.2 billion against those facilities. We halsmancluded the pro forma effect on our credit
facilities, which are reduced or terminated upandhcurrence of certain events, of closing thestations contemplated by the Investment
Agreement with EDF, which is expected to occutia third quarter of 2009:

Facility Size

Upon Completion
Facility
of the EDF
Facility Expiration Size Transaction
(In billions)

July 2012 $ 3.8 % 2.32
November 2009 (A 1.2: —
June 2009 (B 0.6C —
September 201 0.3t —
December 200 0.1t —
Total $ 6.1 % 2.32

(A)  Size of facility may be reduced by proceeds reddivenm certain securities offerings or asset sales.

(B)  We discuss this facility provided by EDF in moréadén the Other Sources of Liquidity section be hext page. Terminates at the
earliest of satisfying conditions to exercise thiegn assets having a value of at least $600 millinder the put arrangement discussed
on the next page, receipt of alternative finana&600 million, or June 2009.

BGE

BGE has a $400.0 million five-year revolving crefditility expiring in 2011. BGE can borrow direcfiypm the banks, use the facility to allow
commercial paper to be issued, if available, arédstters of credit. As of December 31, 2008 aidry 31, 2009, BGE had $1.0 million in
letters of credit issued under this facility andarbaed $370.0 million against this facility. The igleted-average effective interest rate for this
outstanding borrowing was 1.87% at December 318286 of December 31, 2007, BGE had $0.7 milliotetters of credit issued under this
facility.

In addition, at December 31, 2008 and Jan84&, 2009, BGE had no commercial paper outstandihere was no commercial paper
outstanding as of December 31, 2007.

Net Available Liquidity
The following table provides a summary of our netitable liquidity at December 31, 2008:

As of December 31, 200

Constellation TOt{il
BGE Consolidatec

Energy
(In billions)




Credit facilities $ 6.2 $04 $ 6.6

Less: Letters of credit issut 36 — (3.6)
Less: Cash drawn on credit faciliti (0.5) (0.9 (0.9
Undrawn facilities 2.1 — 2.1
Less: Commercial paper outstand — — —
Net available facilitie: 2.1 — 2.1
Add: Casf 0.2 — 0.2
Net available liquidity $ 22 $— % 2.3
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The following table provides our net avhl&aliquidity at January 31, 2009:

As of January 31, 200¢

Constellation Tot_al
BGE Consolidatec

Energy
(In billions)
Credit facilities $ 6.2 $04 §$ 6.6
Less: Letters of credit issut 35 — (3.5
Less: Cash drawn on credit faciliti (12.20 (0.9 (2.6)
Undrawn facilities 15 — 15
Less: Commercial paper outstand — — —
Net available facilitie: 15 — 15
Add: Cast 0.8 — 0.8
Net available liquidity $ 23 $— % 2.3

In addition, Constellation Energy had $1ahilion of short-term borrowings outstanding atd@eber 31, 2007 under a three year
$50 million line of credit expiring in 2010 relagrio our merchant energy business. The weightethgeeeffective interest rate for this
outstanding borrowing was 7.44% at December 317 200ere were no short-term borrowings outstandimger this line of credit at
December 31, 2008.

Other Sources of Liquidity

In December 2008, we executed an Investment Agreewith EDF that includes an asset put arrangertatitprovides us with an option at
any time through December 31, 2010 (or the terranatf the Investment Agreement by EDF if we breticit agreement) to sell certain non-
nuclear generation assets, at pre-agreed pric&Dofor aggregate proceeds of no more than $@bipre-tax, or approximately $1.4 billion
after-tax. Exercise of the put option is conditidngon the receipt of regulatory approvals anditparty consents, the absence of any material
liens on such assets, and the absence of a matdviaise effect, as defined in the Investment Agesd.

Also, EDF has provided us with a $600 roiilinterim backstop liquidity facility, included the Constellation Energy credit facilities
disclosed on the prior page. In order to use #ndify, we will need to certify to EDF that theieeno availability for additional borrowings
under any of our other existing credit facilitiggdahat we have used our best effort to obtaimitiveg from any other source on reasonable
terms and have not been able to obtain such fingn@ihis facility expires on the earliest of:

. the date approval is obtained to allow the exerafgde put arrangement on r-nuclear power plants for an aggregate am
equal to at least $600 million,
. the date on which we obtain alternative financimgm aggregate principal amount equal to at [68@ $nillion, or

. June 16, 200¢

We are actively seeking to increase avhlfiquidity and to reduce our business risk. Sfieaily, we are reducing capital spending and
ongoing expenses, scaling down the expected vhtyabi long-term earnings and short-term collatersage, and limiting our exposure to
business activities that require contingent capitigiport. During 2008, we sold certain of our ugestn gas properties and in 2009, we made
progress on several other initiatives as discussatbre detail ilfNote 3.

Currently, we have certain agreementsdbatain provisions that would require a significanmtount of additional collateral upon a credit
rating downgrade. By the successful execution efathnounced divestitures, we would expect a sigarifireturn of currently posted collateral
and a reduction in our downgrade collateral reaquénets, subject to changes in commodity prices.

We believe that we will have sufficientdidity to meet our ongoing requirements over thet 42 months. However, our liquidity
projections include assumptions for commodity pdbhanges, which are subject to significant volgtilind continued changes in our business
operations resulting from our strategic initiative$so, we are exposed to certain operational rikks could have a significant impact on our
liquidity. In addition, if we cannot successfullyezute on our strategies, our available liquidigud be negatively affected, which would hi
a material adverse effect on our results of opamatand financial condition.

Credit Facility Compliance and Covenants

The credit facilities of Constellation Energy an@B have limited material adverse change clauses nbwhich would prohibit draws under
the existing facilities.

Certain credit facilities of Constellati&mergy contain a provision requiring Constellatifmergy to maintain a ratio of debt to
capitalization equal to or less than 65%. At Decendd, 2008, the debt to capitalization ratio e in the credit agreements was 57%.

Under our $3.85 billion and $1.23 billioredit facilities, we will be required to grant ari on certain of our generating facilities ¢



pledge our ownership interests in our nuclear kassinio the lenders if the Investment Agreement Bl has closed or been terminated and
our Standard & Poors or Fitch senior unsecured ciedlit rating is below BBB- or our Moody's seniorsecured debt credit rating is below
Baa3.

Our $1.23 billion credit facility requires to maintain consolidated earnings before intetases, depreciation, and amortization to
consolidated interest expense ratio of at least ®fTen our Standard & Poors Rating Group senioecun®d debt rating is BBB- or lower and
our Moody's Investors Service senior unsecured ideinlg is Baa3 or lower.

The credit agreement of BGE contains aigion requiring BGE to maintain a ratio of debttpitalization equal to or less than 65%. At
December 31, 2008, the debt to capitalization fatidBGE as defined in this credit agreement we# 55
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9 Capitalization

We detail in the table below our total capitalimatiwhich includes long-term debt, common stockl preference stock, as of December 31,
2008 and 2007.

At December 31 2008 2007
(In millions)

Long-Term Debt
Long-term debt of Constellation Ener

Zero Coupon Senior Notes, due June 19, 7 $ 256.7 $ —
8.625% Series A Junior Subordinated Debentures,Jdoe 15, 206 450.( —
8% Series B Mandatorily Redeemable Preferred < 1,000.( —
14% Senior Notes, due December 31, 2 1,000.( —
6.125% Fixe-Rate Notes, due September 1, 2 500.( 500.(
7.00% Fixer-Rate Notes, due April 1, 20: 700.( 700.(
4.55% Fixe-Rate Notes, due June 15, 2( 550.( 550.(
7.60% Fixer-Rate Notes, due April 1, 20: 700.( 700.C
Fair Value of Interest Rate Swa 55.€ 11.¢
Total lon¢-term debt of Constellation Ener 5,212.¢ 2,461.¢

Long-term debt of nonregulated busines
Tax-exempt debt transferred from BGE effective Jul2dQ0

Pollution control loan, due July 1, 20 — 36.C
Port facilities loan, due June 1, 2C 10.C 48.C
4.10% Pollution control loan, due July 1, 2( 20.C 20.C
Economic development loan, due December 1, : — 35.C
Floatinc-rate pollution control loan, due June 1, 2( 8.8 8.8
Tax-exempt variable rate notes, due April 1, 2! 75.C 75.C
Tax-exempt variable rate notes, due December 1, 47.C 47.C
Tax-exempt variable rate notes, due December 1, 65.C 65.C
District Cooling facilities loan, due December 032 25.C 25.C
5.00% Mortgage note, due June 15, 2 1.€ 3.6
4.25% Mortgage note, due March 15, 2( 0.2 0.8
7.3% Fixed Rate Note, due June 1, 2 1.8 1.8
South Carolina synthetic fuel facility loan, du@dary 15, 2008 (imputed interest rate of 3.4 — 3.C
Total lon¢-term debt of nonregulated busines 254.¢ 369.(
First Refunding Mortgage Bonds of B(C
6.625% Series, due March 15, 2( — 119.%
Total First Refunding Mortgage Bonds of B¢ — 119.%
Other lon¢-term debt of BGE
6.125% Notes, due July 1, 20 400.( —
5.90% Notes, due October 1, 2( 300.( 300.C
5.20% Notes, due June 15, 2( 200.( 200.(
6.35% Notes, due October 1, 2( 400.( 400.(
Mediurr-term notes, Series 143.( 174.%
Mediurr-term notes, Series — 140.(
Total other lon-term debt of BGE 1,443.( 1,214
6.20% deferrable interest subordinated debentureOattober 15, 2043 to BGE wholly owned BGE Capitaist 1|
relating to trust preferred securiti 257. 257.7
Rate stabilization bonc 564.4 623.2
Unamortized discount and premit (41.9 (4.9
Current portion of lon-term deb! (2,591.5) (380.6
Total lon¢-term debt $5,098.7 $4,660.
129
At December 31 2008 2007
(In millions)
Minority Interests (1) $ 201 $ 19.2

BGE Preference Stock
Cumulative preference stock not subject to mangiaeatemption, 6,500,000 shares authorized 7.1259%3 Series



400,000 shares outstanding, callable at $101.78hzre until June 30, 2009, and at lesser amobetséfte! 40.C 40.C
6.97%, 1993 Series, 500,000 shares outstandingbtabt $101.74 per share until September 30, 2009 at lesse

amounts thereafte 50.C 50.C
6.70%, 1993 Series, 400,000 shares outstandirightaht $101.68 per share until December 31, 2808 at lesse!

amounts thereafte 40.C 40.C
6.99%, 1995 Series, 600,000 shares outstandirightabt $102.45 per share until September 30, 2009 at lesse

amounts thereaft 60.C 60.C
Total BGE preference stock not subject to mandatedgmptior 190.( 190.(

Common Shareholders' Equity
Common stock without par value, 600,000,000 shanéisorized; 199,128,908 and 178,437,208 sharesdszud
outstanding at December 31, 2008 and 2007, respéct{At December 31, 2008, 8,729,667 shares weserved

for the lon¢-term incentive plans, and 1,508,553 shares weszved for the employee savings ple 3,164.! 2,513.7
Retained earning 2,228 3,919.!
Accumulated other comprehensive i (2,211. (1,092.6
Total common shareholders' equ 3,181. 5,340.:

Total Capitalization $8,490.. $10,209.¢

@ Effective January 1, 2009, minority interests Wwél renamed "noncontrolling interests" and be resifisd to the Common Sharehold:
Equity section of this Statement of Capitalizafioaccordance with the adoption of SFAS No. 160diseuss SFAS No. 160 in more
detail in Note 1.

Long-term Debt

Long-term debt matures in one year or more fromdthte of issuance. The long-term debt of ConstetigEnergy and BGE do not contain
material adverse change clauses. We detail ourtiermg debt in the table above.

Constellation Energy
In June 2008, we closed on the following transastio

. Issued $250.0 million of Zero Coupon Senior Notee dune 2023. Interest, compounded semi-annudllyhevpaid at maturity
or when redeemed. The yield on these notes bas#tkeariginal maturity date of June 2023 is 6.9@¥ese notes include a put
option, which allows the holder to sell the notaskto us on the put option dates at a price egudle principal amount plus
accrued interest. The put option dates commengerie 2010 and occur yearly at that time throughuritgt except for 2012 ar
2015. As a result of the put option feature, thestes will be classified as a current liability begng in June 2009.

. Issued $450.0 million of Series A Junior SubordédaDebentures at 8.625% due June 15, 2063, buhwhit be automatically
extended to no later than June 15, 2068 at ourdlisa. Interest is payable quarterly in March,eluBeptember, and December.
However, we may choose at any time to defer intgr@gments on these debentures for up to ten cotigegears. During this
deferral period, interest will continue to accreempounded quarterly, and the deferred intereshpays will accrue additional
interest at a rate equal to the interest rate esetlilebentures.

In connection with this offering, Constélle Energy executed a replacement capital cove{fi@€) for the benefit of holders of
Constellation Energy's 7.60% Notes due April 1,203nder the terms of the RCC, Constellation Enengy not redeem, purchase or defease
any subordinated debentures on or before JuneOBS, ?r, if the maturity date is extended, the détéch is 30 years prior to the maturity date
of the subordinated debentures (but not later fhiare 15, 2038), unless a specified amount of girdjfsecurities are issued to naffiliates in
a replacement offering during the 180 days pridhtoredemption, purchase or defeasance date.f@nglsecurities include those that have
equity-like characteristics that are the same mmare equity-like than, the applicable charactissof the subordinated debentures at the time
of redemption, purchase or defeasance.

Mandatorily Redeemable Series B Preferred S

On December 17, 2008, Constellation Energy entiettecan Investment Agreement with EDF. We dischsslbvestment Agreement in more
detail inNote 15. Simultaneously with the execution of the Investinggreement, Constellation Energy issued 10,0@0eshof 8% Series B
Preferred Stock (Series B Preferred Stock) to EF$L billion, which was restricted for
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the repayment of our 14% Senior Notes. If EDF catgs the purchase of the 49.99% interest in oueaugeneration and operation business
pursuant to the Investment Agreement, at the ajpsfrthat acquisition EDF will surrender to Conkstébn Energy all of the shares of the
Series B Preferred Stock as partial payment foptirehase of the interest in our nuclear generatiwhoperation business. As discussed in
Note 15, we expect the transaction to close and the SBrieeferred Stock to be redeemed by the thirdtquaf 2009.

Because of the mandatory redemption promjsive accounted for the Series B Preferred Stededat and included it in the "Current
portion of long-term debt" line on our Consolidatalance Sheets. We report dividends in the "listezgpense" line on our Consolidated
Statements of Income (Loss).

If the Investment Agreement is terminatbe, Series B Preferred Stock will be redeemedeatater of the date of termination or
December 31, 2009 for $1 billion aggregate prinicgmaount of 10% Senior Notes of Constellation Egetge June 30, 2010.

So long as any shares of the Series B Reef&tock are outstanding, Constellation Energyiemsubsidiaries may not, without the
consent of holders of at least a majority of thats@mnding shares of the Series B Preferred Stoulertake certain actions. Such actions
include amending or revising our organizationaluwdoents, issuing equity senior or equal to the Sai®referred Stock, authorizing a
liquidation, incurring certain types of indebtedsigsaying certain dividends, redeeming or repuricigeshares of capital stock, and entering
into affiliate transactions.

The terms of the Series B Preferred Stdlokvaus to issue debt without the consent of thieléws of the majority of the Series B Preferred
Stock only if, after issuance of such debt, we n@ina ratio of debt to capitalization equal tdess than 65%.

Mandatorily Redeemable Series A Convertible PrefiBtocl

On September 19, 2008, Constellation Energy eniatedin Agreement and Plan of Merger with MidAnsari and, on December 17, 2008,
Constellation Energy and MidAmerican mutually agréeterminate the merger agreement. We discustethrénation of the merger agreerr
in more detail ifNote 15. In connection with the merger agreement, Corattelt Energy issued 10,000 shares of 8% Seriesmiv&tible
Preferred Stock (Series A Preferred Stock) to Midican for $1 billion.

Upon termination of the merger agreemdmat,Series A Preferred Stock converted into $1dnilaggregate principal amount of 14%
Senior Notes of Constellation Energy and the righiMidAmerican to receive the equivalent of 19.8%he outstanding common shares.
However, since regulatory approval to issue athefrequired outstanding common shares was noest;én accordance with the terms of the
Series A Preferred Stock, Constellation Energyadghe following to MidAmerican:

. 19,897,322 shares of our common stock (equivatefit39% of the outstanding common shares) and,
. a cash payment of $418.2 million, equivalent to$86.50 merger price per share multiplied by thetipo of the total shares tt
could not be issued because all necessary regylapmrovals were not received.

The Senior Notes were repaid in full onukag 12, 2009 together with accrued and unpaidestehrough that date of approximately
$5 million.

BGE

BGE's First Refunding Mortgage Bon

We paid in full the last series of BGE's first nefling mortgage bonds outstanding in March 2008s&Hmnds were secured by a mortgage
on all of BGE's assets. The generating assets B&iEferred to subsidiaries of Constellation Enexigp were subject to the lien of BGE's
mortgage, along with the stock of Safe Harbor WRtwer Corporation and Constellation Enterprises, The assets were released from this
lien following the discharge of the mortgage in @xetr 2008.

BGE's Rate Stabilization Bon

In June 2007, BondCo, a subsidiary of BGE, issuedggregate principal amount of $623.2 million aterstabilization bonds to recover
deferred power purchase costs. We discuss Bond@wia detail ifNote 4. Below are the details of the rate stabilizationds at
December 31, 2008:

Scheduled
Interest Rate Maturity Date
Principal
$225.2 5.47% October 201
220.0 5.7z April 201€
119.2 5.82 April 2017

The bonds are secured primarily by a uv-based, nc-bypassable charge payable by all of BGE's resideegléctric customers over a t



year period. The charges will be adjusted -annually to ensure that the aggregate chargesotetl are sufficient to pay principal and interest
on the bonds, as well as certain on-going cosslofinistering and servicing the bonds. BondCo ctause the charges collected to satisfy any
other obligations. BondCo's assets are not asbatsyaffiliate and are not available to pay creditof any affiliate of BondCo. If BondCo is

unable to make principal and interest paymentserbbnds, neither Constellation Energy, nor BGE raquired to make the payments on
behalf of BondCo.
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BGE's Other Lon-Term Debt

In June 2008, BGE issued $400.0 million of 6.1256td¥ due July 1, 2013. Interest is payable semirghnon January 1 and July 1,
beginning January 1, 2009.

On July 1, 2000, BGE transferred $278.0iomlof tax-exempt debt to our merchant energy tess related to the transferred generating
assets. At December 31, 2008, BGE remains contihglable for the $38.8 million outstanding balanef this debt.

BGE's fixed-rate medium-term note, seriesiistanding at December 31, 2008 has a weighteidge interest rate of 6.72%, maturing
between 2009 and 2012.

BGE Deferrable Interest Subordinated Debentt

On November 21, 2003, BGE Capital Trust Il (BGE Sirll), a Delaware statutory trust established BEissued 10,000,000 Trust Preferred
Securities for $250 million ($25 liquidation amoyo®@r preferred security) with a distribution rates®0%.

BGE Trust Il used the net proceeds fromiseaance of common securities to BGE and the Rrteferred Securities to purchase a series
of 6.20% Deferrable Interest Subordinated Debestdte October 15, 2043 (6.20% debentures) from BGEe aggregate principal amount
$257.7 million with the same terms as the Trustd?red Securities. BGE Trust Il must redeem thesTRreferred Securities at $25 per
preferred security plus accrued but unpaid distigims when the 6.20% debentures are paid at maturiipon any earlier redemption. BGE
the option to redeem the 6.20% debentures at argydin or after November 21, 2008 or at any timenwdegtain tax or other events occur.

BGE Trust Il will use the interest paid the 6.20% debentures to make distributions on thistTPreferred Securities. The 6.20%
debentures are the only assets of BGE Trust .

BGE fully and unconditionally guarantees ffrust Preferred Securities based on its varibligations relating to the trust agreement,
indentures, 6.20% debentures, and the preferredigeguarantee agreement.

For the payment of dividends and in thenéwé liquidation of BGE, the 6.20% debenturesrargked prior to preference stock and
common stock.

Revolving Credit Agreeme

On December 18, 2001, BGE's subsidiary, Distriati&€@hWater Partnership (ComfortLink) entered iat&25.0 million loan agreement with
the Maryland Energy Financing Administration (MEEFAhe terms of the loan exactly match the termganiable rate, tax exempt bonds due
December 1, 2031 issued by MEFA for ComfortLinKitance the cost of building a chilled water distiion system. The interest rate on this
debt resets weekly. These bonds, and the corresgpluén, can be redeemed at any time at par glesiad interest while under variable ra
The bonds can also be converted to a fixed raBoatfortLink's option.

Maturities of Long-Term Debt
Our long-term borrowings mature on the followingedule:

Constellation Nonregulatec

Year Energy Businesses BGE Total
(In millions)

2009 $ 2,500.C $ 15 $ 65.C $2,566."
2010 — 0.4 56.5 56.¢
2011 — 0.1 81.7 81.€
2012 723.% 1.6 172.F 897.:
2013 — 10.C 466.¢ 476.¢
Thereaftel 2,430.¢ 240.¢ 1,422.¢ 4,094.(
Total $ 5,653.t $ 254.. $2,265.. $8,173.:

The table above includes $697.7 milliopohcipal for the Zero Coupon Senior Notes, assgntiie notes are not redeemed prior to
June 19, 2023 and the original issue discount asanatil redemption. In addition, at December 3N& we had long-term loans totaling
$250.8 million that mature after 2008, which areiguically remarketed and could require repaymeitrgo maturity following any
unsuccessful remarketing. At December 31, 2008,062#llion is classified as current portion of loteym debt at BGE.

During 2008, several of these long-terrmaere unable to be remarketed. As a result, eember 31, 2008, we had repurchased
$109.0 million of these loans. In January 2009,%Q0nillion of these long-term loans that had poesly been repurchased were subsequently
remarketed. In February 2009, we decided to nodpatiempt to remarket certain -exempt debt as we may retire this debt. As a rewel



held $97 million of this debt during February 2008 expect to hold an additional $22 million osthebt in March 2009.
Weighted-Average Interest Rates for Variable Rate Bbt

Our weighted-average interest rates for varialtie dabt outstanding were:

200€ 2007
At December 31
Nonregulated Businesses (including Constellation &ngy)
Loans under credit agreeme 2.61% 3.77%
Tax-exempt deb 3.11% 3.52%
Fixec-rate debt converted to floating 4.88% 6.42%
* As discussed in Note 13, we have entered intoasteate swaps relating to $450.0 million of oxefi-rate debt.
Preference Stock
Each series of BGE preference stock has no votimgep except for the following:
. the preference stock has one vote per share ooteter amendment which would create or authorzeshares of stoc

ranking prior to or on a parity with the preferersteck as to either dividends or distribution a$ets, or which would
substantially adversely affect the contract rightsexpressly set forth in BGE's charter,
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of the preference stock, each of which requiresaffiemative vote of two-thirds of all the sharespoeference stock outstanding;
and

. whenever BGE fails to pay full dividends on thefprence stock and such failure continues for orz,\tee preference sto
shall have one vote per share on all matters, antlunless such dividends shall have been pdidlifpon liquidation, the
holders of the preference stock of each seriegandsg are entitled to receive the par amounheirtshares and an amount
equal to the unpaid accrued dividends.

Common Stock
Issuance:

When the merger agreement with MidAmerican was itemted, the Series A Preferred Stock converted$itbillion aggregate principal
amount of 14% Senior Notes of Constellation Enengg the right for MidAmerican to receive 19.9% loé butstanding common shares.
However, since regulatory approval to issue athefrequired outstanding common shares was novest,ave were only able to issue
19,897,322 shares of our common stock (equivateft3% of the outstanding common shares).

As provided by the terms of the Series Aféred Stock, we paid MidAmerican cash of $418illan for the portion of common shares
that could not be issued.

Share Repurchase Program

In October 2007, our Board of Directors approved@mmon share repurchase program for up to $1 bitlfoour outstanding common shares.
Subsequent to this approval, on October 31, 20@7ntered into an accelerated share repurchasenagmé with a financial institution to
repurchase a total of $250.0 million, and, on Nolen?®, 2007, we purchased 2,023,527 of outstarghages of our common stock, which
represents the minimum number of shares deliveraidier the agreement, for a total of $187.5 million

We accounted for the accelerated sharecbpse agreement as two separate transactiorsa@s ©f common stock acquired at cost and
a forward contract indexed to our own common std¢k.accounted for the shares of common stock répsed in November 2007 as a
reduction to common shareholders' equity at cogt.adtounted for the forward contract as a compaofestmmon shareholders' equity at fair
value, which totaled $62.5 million at inception.eMorward contract was settled on January 23, 2288d on a discount to the volume-
weighted average trading price of our common sthaling that period. As a result, the financial itegiton delivered 514,376 additional shares
to us to complete the transaction.

We did not repurchase any shares undeptbigram during 2008. Pursuant to the terms ofSmries B Preferred Stock, we are prohibited
from engaging in a common share repurchase in greggte amount in excess of $100 million withoetdpproval of the holders of more than
50% of the then outstanding shares of Series BeReaf Stock.
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10 Taxes

The components of income tax expense are as fallows

Year Ended December 3 2008 2007 2006
(Dollar amounts in millions)

Income Taxes

Current

Federal $ 2.8 $168.2 $246.C

State 48.1 40.¢ 37.2
Current taxes charged to expe 50.¢ 208.¢ 283.t
Deferred

Federal (101.¢ 184.7 50.7

State (21.2) 41 23.7
Deferred taxes (credited) charged to expe (122.9 226.2 74.4
Investment tax credit adjustmel (6.9 (6.7) (6.9
Income taxes per Consolidated Statements of Indbrss) $ (78.9) $428.: $351.(

Total income taxes are different from theoant that would be computed by applying the steyuFederal income tax rate of 35% to book

income before income taxes as follows:

Reconciliation of Income Taxes Computed at Statutgr Federal Rate to Total Income Taxe:
(Loss) Income from continuing operations beforeine taxes (excluding BGE preference st

dividends) $(1,379.5) $1,263.¢ $1,112.¢
Statutory federal income tax re 35% 35% 35%
Income taxes computed at statutory federal (482.9 442.¢ 389.t
Increases (decreases) in income taxes d
Depreciation differences not normalized on regulatetivities 3.3 3.7 3.€
Amortization of deferred investment tax crec (6.9 (6.7) (6.9
Synthetic fuel tax credits flowed through to inco (4.5 (166.2) (120.7
Estimated synthetic fuel tax credit ph-out — 110.c 44.:
Interest expense on mandatorily redeemable prefetock 7.8 — —
Qualified decommissioning impairment Ic (28.5) — —
State income taxes, net of federal income tax lite 17.Z 53.¢ 42.¢
Merger-related transaction cos 416.2 — (5.3
Other (0.7) (8.€) 3.4
Total income taxe $ (78.9 $ 428.¢ $ 351.(
Effective income tax rat 5.7% 33.¢% 31.5%

State income tax expense recorded in 280&cts the impact of an increase in the State afyldnd corporate tax rate from 7% to 8.25%
effective January 1, 2008 that was enacted intodiawWovember 19, 2007. In accordance with SFAS108, Accounting for Income Taxe#
2007 we recognized a $0.7 million after-tax chdagehe net impact of the changes in the Marylandraite on deferred income tax assets and

liabilities. The impact of the Maryland tax rateacige on BGE is discussed below.

BGE's effective tax rate was 28.7% in 20087% in 2007, and 37.5% in 2006. In generalptiary difference between BGE's effect
tax rate and the 35% statutory federal income aex fior all years relates to Maryland corporat@ine taxes, net of the related federal income
tax benefit. The decrease in BGE's effective té im2008 is due to lower taxable income relatethé Maryland settlement agreement, which
increased the relative percentage impact of fatenadrmanent tax adjustments on BGE's effectivedatex BGE's after-tax effective state rate
of 7.6% for 2007 includes an adjustment of defemedme tax liabilities to reflect the November 2007 enactment into law of a change in

the Maryland corporate income tax rate, as discliabeve. In 2006, BGE's effective tax rate incluithesbenefit of merger-related costs

incurred in 2005 that were deductible in 2006 assalt of the termination of the merger with FPLoGp (0.5%) and a deduction for dividends

paid to the employee savings plan (0.5%).
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The major components of our net deferredime tax liability are as follows:

Constellation Energy BGE
At December 31 2008 2007 2008 2007
(In millions)
Deferred Income Taxes
Deferred tax liabilitie:
Net property, plant and equipme $1,432¢ $1,570.7 $604.2 $583.¢
Qualified nuclear decommissioning trust fut 310.¢ 360.: — —
Regulatory assets, n 295.¢ 312.( 295.F  312(
Derivative assets and liabilities, r 310.¢ 217.¢ — —
Other 126.¢ 122.¢ 32.t 12.2
Total deferred tax liabilitie 2,476.; 2,583.¢ 932.2 908.(
Deferred tax asse
Asset retirement obligatic 391.¢ 368.: — —
Defined benefit obligation 552.( 362.( 30.¢ 61.€
Financial investments and hedging instrum 949.% 426.1 — —
Deferred investment tax cred 17.¢ 20.4 4.3 4.8
Other 156.( 118.¢ 13.¢ 11.¢
Total deferred tax asse 2,067.: 1,295.¢ 48.¢ 78.%
Total deferred tax liability, ne 409.( 1,287.¢ 883.f 829.7
Less: Current portion of deferred tax (asset)/ligb (268.0) (300.%) 40.2 441
Long-term portion of deferred tax liability, n $ 677.C $1,588.F $843.2 $785.¢

Synthetic Fuel Tax Credits

Through December 31, 2007, our merchant energynbssiowned interests in several synthetic fuelifiesi that manufactured solid synthetic
fuel produced from coal as defined under the IrgieRevenue Code (IRC) for which we could claim ¢aedits on our Federal income tax
return. The synthetic fuel process involves comigrioal material with a chemical reagent to creaggnificant chemical change. We
requested and received private letter rulings fioenlRS that the synthetic fuel produced from tHesdities produced a significant chemical
change and thus qualified for synthetic fuel teedits. To date, the IRS has not disallowed anyhefsynthetic fuel tax credits from these
facilities.

The IRC provided for a phaeat of synthetic fuel tax credits if average annuellhead oil prices increased above certain le\Bdsed ol
these provisions, we recorded a 70% tax creditgsloas as a reduction in tax credits of $110.3 wnillduring 2007. We did not record any
synthetic fuel tax credits in 2008 as a resulheféxpiration of the availability of the tax cregiih 2007 and the decommissioning of these
facilities in 2008. We did, however, record an déiddial tax credit true-up adjustment of $4.5 mitliduring 2008 related to our estimate of the
2007 tax credit phase-out.

Income Tax Audits

We file income tax returns in the United States fmdign jurisdictions. With few exceptions, we @ longer subject to U.S. federal, state
local, or nond.S. income tax examinations by tax authoritiesttieryears before 2005. In 2008, the IRS examinaifmur consolidated fede
income tax returns for the tax years 2002 througd2vas settled and the federal statute of linuitetifor those years is scheduled to expire on
April 15, 2009. In addition, in 2008 the IRS inttd an audit of our consolidated federal incomerédntrns for the tax years 2005 through 2(
Although the final outcome of the 2005-2007 IRSiaadd future tax audits is uncertain, we belidvat adequate provisions for income taxes
have been made for potential liabilities resulfiram such matters.
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Unrecognized Tax Benefits

The following table summarizes the change in ungaczed tax benefits during 2008 and 2007 and daf tmrecognized tax benefits at
December 31, 2008 and 2007:

2008 2007

(In millions)
Total unrecognized tax benefits, Janua $114.5 $104.(
Increases in tax positions related to the curreat 112.2 13.2
Increases in tax positions related to prior y¢ — 3.8
Reductions in tax positions related to prior ye (15.5) (6.0
Reductions in tax positions related to audit setats (21.5) —
Reductions in tax positions as a result of a layske applicable statute of limitatic — (0.6)
Total unrecognized tax benefits, December 31 $189.7 $114:=

Q) BGE's portion of our total unrecognized tax bemsedit December 31, 2008 and 2007 was $4.8 milliah%iv.8 million, respectivel

Increases in current year tax position2088 are primarily due to unrecognized tax benefitt93.6 million related to certain
MidAmerican merger termination payments and relaétadsaction fees that were expensed for finamciebunting purposes and are expected
to be deducted on our 2008 federal and state incarieeturns. Other increases in current year tektipns include unrecognized tax benefits
for repair and depreciation deductions measuregnaunts consistent with prior IRS examination rssahd state income tax accruals.

In April 2008, we received a closing agreetfrom the State of Hawaii regarding audit exations for the tax years 2001-2003.
Additionally, in June 2008, we received notice ttet United States Congressional Joint Committe€axation had approved the results of
IRS examination of our federal consolidated incdeereturns for the 2002-2004 tax years. We redwacediability for unrecognized tax
benefits by $21.5 million to reflect the resultstioése audits. The impact of the audit settlementsicome tax expense was immaterial.

Total unrecognized tax benefits as of Dewen31, 2008 of $189.7 million include outstandatate refund claims of approximately
$48.3 million for which no tax benefit was recordadour Consolidated Balance Sheets because refugrdsnot received and the claims do
not meet the "more-likely-than-not" threshold.

If the total amount of unrecognized taxdfén of $189.7 million were ultimately realizedjyrancome tax expense would decrease by
approximately $159 million. However, the $159 noifliincludes state tax refund claims of approxinya®di8 million discussed above that have
been disallowed by tax authorities and we beliénag there is a remote likelihood of ultimately reialg any benefit from these refund claim
amounts. These state refund claims may be resbly&@kecember 31, 2009. For this reason, we beligigeréasonably possible that reductions
to our total unrecognized tax benefits in the raog®40 to $50 million may occur by December 31020although these reductions are not
expected to materially impact income tax expense.

Interest and penalties recorded in our Glidated Statements of Income (Loss) as tax (bgrefpense relating to liabilities for
unrecognized tax benefits were as follows:

For the Year Ended December 3:
2008 2007

(In millions)
Interest and penalties recorded as tax (benefgese $ 0.9 $ 4.7

BGE's portion of interest and penalties was immiatdor both years

Accrued interest and penalties recogninenlir Consolidated Balance Sheets were $10.3 mjlbbwhich BGE's portion was $0.7 million
at December 31, 2008, and $16.8 million, of whicBEBs portion was $5.3 million, at December 31, 2007
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1 1 Leases

There are two types of leases—operating and cafitglital leases qualify as sales or purchasesoplepty and are reported in our
Consolidated Balance Sheets. Our capital leasesoamaterial in amount. All other leases are ofiegdeases and are reported in our
Consolidated Statements of Income (Loss). We expalhdease payments associated with our regulaisthess. Lease expense and future
minimum payments for long-term, noncancelable, atieg leases are not material to BGE's financisuiits. We present information about our
operating leases below.

Outgoing Lease Payments

We, as lessee, lease certain facilities and equipriiée lease agreements expire on various datebare various renewal options. We also
enter into certain power purchase agreements varelaccounted for as operating leases. Under sgsements, we are required to make
fixed capacity payments, as well as variable paymbased on actual output of the plants. We retteske payments as "Fuel and purchased
energy expenses" in our Consolidated Statemerntscome (Loss). We exclude from our future minimweade payments table the variable
payments related to the output of the plant dubeccontingency associated with these payments.

We also enter into time charter purchaseamgents which entitle us to the use of dry butkgint vessels in the management of our global
coal and logistics services. Certain of these eatdérmust be accounted for as leases. During 2002@07, we entered into time charter leases
with terms ranging in duration from 1 to 60 monthkese arrangements do not include provisions feral rent increases and do not have
provisions for rent holidays, contingent rental®tirer incentives. In 2008 and 2007, we recognaggtegate lease expense of approximately
$477 million and $535 million, respectively, reldt® 49 and 65 dry bulk freight vessels, respebtjy@red under time charter arrangements.
The average term of these arrangements is appreedyamonths. We record the payments as "Fuelpaimchased energy expenses” in our
Consolidated Statements of Income (Loss).

We recognized expense related to our ojpgrégases as follows:

Fuel and

purchased Operating
energy expense

expenses Total

(In millions)
2008 $ 664.6 $ 254 $690.:
2007 758.% 28.z 786.¢
2006 162.¢ 247 187.:

At December 31, 2008, we owed future minimpayments for long-term, noncancelable, operdéages as follows:

Power
Purchase
Agreements Other
Year Total
(In millions)
2009 $ 288.7 $ 26.1 $ 314.¢
2010 218.7 22.¢ 241.%
2011 206.¢ 21.2 228.2
2012 192.F 19.4 211.¢
2013 175.2 18.2 193.F
Thereaftel 505.¢ 85.¢ 591.¢
Total future minimum lease paymel $ 1,587.¢ $193.F $1,781.:

Sub-Lease Arrangements

We provide time charters of dry bulk freight vessas part of the logistical services provided toglabal customers that qualify as sub-leases
of our time charter purchase contracts. In 2008204¥, we recorded sub-lease income of approxim&289 million and $214 million,
respectively, related to our time charter sub-lsa¥ée did not have any material sub-lease incom2d66. We record sulease income as pe

of "Nonregulated revenues"” in our Consolidatededtgints of Income (Loss). As of December 31, 2008 fdture minimum rentals to be
received for these time charters is shown below:

Time
Charter
Year Sub-Leases

(In millions)




2009 $ 51.4

2010 21.F
2011 9.8
2012 9.8
2013 9.8
Thereaftel 48.z2
Total future minimum lease rentz $ 150.t
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12 Commitments, Guarantees, and Contingencies

Commitments

We have made substantial commitments in connegtitnour merchant energy, regulated electric arg] gad other nonregulated businesses.
These commitments relate to:

. purchase of electric generating capacity and en

. procurement and delivery of fue

. the capacity and transmission and transportatginsifor the physical delivery of energy to meet abiigations to our
customers, and

. long-term service agreements, capital for constructimgiams, and othe

Our merchant energy business enters iniowslong-term contracts for the procurement agliVdry of fuels to supply our generating
plant requirements. In most cases, our contractggoprovisions for price escalations, minimumaghase levels, and other financial
commitments. These contracts expire in varioussybatween 2009 and 2028. In addition, our merchaatgy business enters into long-term
contracts for the capacity and transmission riftshe delivery of energy to meet our physicaligdions to our customers. These contracts
expire in various years between 2009 and 2030.

Our merchant energy business also has cttetitio long-term service agreements and othemhagsiee commitments for our plants.

Our regulated electric business entersvatius long-term contracts for the procuremerglettricity. These contracts expire during
2009, 2010, and 2011, representing 100% of oumastid requirements until September 2009, approeima@t% of our estimated
requirements from October 2009 to May 2010, appnaxély 50% of our estimated requirements from 0% to September 2010, and
approximately 25% of our estimated requirementsif@ctober 2010 to May 2011. These contracts avezable under the Provider of Last
Resort agreement reached with the Maryland PSCthearkfore, are excluded from the following table.

Our regulated gas business enters intowatdongterm contracts for the procurement, transportatm, storage of gas. Our regulated
business has gas procurement contracts that ebgtineeen 2009 and 2011, and transportation andggaentracts that expire between 2012
and 2027. These contracts are recoverable undetsBfag cost adjustment clause discussétbie 1,and therefore are excluded from the te
later in this Note.

Our other nonregulated businesses have deadno gas purchases and to contributions oftewtdil capital for construction programs :
joint ventures in which they have an inter

We have also committed to long-term sereigeeements and other obligations related to darrmation technology systems.

At December 31, 2008, we estimate our Ritbligations to be as follows:

Payments
201 2015 Thereafter
2009 2011 2013 Total
(In millions)
Merchant Energy
Purchased capacity and ene $ 588.«$ 2827 $187.t $ 227.% $1,285.
Fuel and transportatic 1,648.F 1,531.c 718.C 1,292.. 5,190..
Long-term service agreements, capital, and ¢ 190.7 60.z 28.7 18.C  297.¢
Total merchant enerc 2,427.¢ 1,873.¢ 934.; 1,537. 6,773..
Corporate and Othe
Long-term service agreements, capital, and ¢ 61.5 3.7 — — 65.2
Regulated
Purchase obligations and ott 16.¢ 23.¢ 11c¢ a2 64.C
Total future obligation: $2,506.( $1,901.c $946.1 $ 1,548.¢ $6,902.¢

Long-Term Power Sales Contracts

We enter into long-term power sales contracts imeation with our load-serving activities. We adstder into long-term power sales contracts
associated with certain of our power plants. Oadiserving power sales contracts extend for tehnmaigh 2019 and provide for the sale of
energy to electricity distribution utilities andrtan retail customers. Our power sales contragte@ated with our power plants extend for
terms into 2016 and provide for the sale of athquortion of the actual output of certain of oumgo plants. Substantially all long-term
contracts were executed at pricing that approxichatarket rates, including profit margin, at thediof execution.

Guarantees

Our guarantees do not represent incremental Ctat&tel Energy obligations; rather they primarilyresent parental guarantees of subsic



obligations. The following table summarizes the imaxn exposure by guarantor based on the statetdinoiur outstanding guarantees:

Stated Limit
At December 31, 200
(In billions)
Constellation Energy guarante $ 16.04
Merchant energy business guarani 0.07
BGE guarantee 0.2
Total guarantee $ 16.3¢
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At December 31, 2008, Constellation Endrgyg a total of $16.36 billion in guarantees in tanding related to loans, credit facilities, and
contractual performance of certain of its subsid&as described below.

. Constellation Energy guaranteed a face amount @{0&1billion.

. Constellation Energy guaranteed a face amount ®f021million on behalf of our merchant energy sdiasies to allow
those subsidiaries the flexibility needed to condwsiness with counterparties without having tetmiher forms of
collateral. Our estimated net exposure for oblgaiunder commercial transactions covered by theasntees was
approximately $3 billion at December 31, 2008, whiepresents the total amount the parent compauiy &@ required
to fund based on December 31, 2008 market pricesthiése guarantees related to our derivativeliiss, the fair value
of the obligation is recorded in our ConsolidatealdBce Sheets.

. Constellation Energy guaranteed $0.88 billion araVigles an intercompany credit facility primarilp behalf of our
nuclear generating facilities for nuclear insuraand credit support to ensure these plants hawsftnmeet expenses
and obligations to safely operate and maintairptaats.

. Constellation Energy guaranteed $0.14 billion $oither nonregulated businesses of which $25.0omilvas recorded in
our Consolidated Balance Sheets at December 38, 200
. Our merchant energy business guaranteed $68.@mfthr loans, performance guarantees and otheedefsmyment obligations
primarily related to certain power projects in whige have an investment.
. BGE guaranteed the Trust Preferred Securities 50 $2million of BGE Capital Trust |

Contingencies
Environmental Matters
Solid and Hazardous Waste

The EPA and several state agencies have notifi¢kdaisve are considered a potentially responsiaieypwith respect to the clean-up of certain
environmentally contaminated sites. We cannot ed@rthe final clean-up costs for all of these sites the current estimated costs for, and
current status of, each site is described in metaildbelow.

68th Street Dump

In 1999, the EPA proposed to add the 68th Streetun Baltimore, Maryland to the Superfund NatioRabrities List, which is its list of site
targeted for clean-up and enforcement, and seahargl notice letter to BGE and 19 other partiestifying them as potentially liable parties
at the site. In March 2004, we and other potenti@sponsible parties formed the 68th Street Goaliind entered into consent order
negotiations with the EPA to investigate clean-pfians for the site under the Superfund Alterna®ites Program. In May 2006, a settlement
among the EPA and 19 of the potentially respongbities, including BGE, with respect to investigatof the site became effective. The
settlement requires the potentially responsibléigmrover the course of several years, to idetifytamination at the site and recommend
clean-up options. BGE is fully indemnified by a vilgamowned subsidiary of Constellation Energy fostorelated to this settlement, as well as
any clean-up costs. The clean-up costs will ndtrmavn until the investigation is closer to compdeti However, those costs could have a
material effect on our financial results.

Spring Gardens

In December 1996, BGE signed a consent order Wwétvtaryland Department of the Environment that et to implement remedial action
plans for contamination at and around the Springl&gs site, located in Baltimore, Maryland. Thei@pardens site was once used to
manufacture gas from coal and oil. Based on rerhadt®on plans and cost modeling performed in 2186, BGE estimates its probable clean-
up costs will total $43 million. BGE has recordeége costs as a liability in its Consolidated Be¢aBheets and has deferred these costs, net ¢
accumulated amortization and amounts it recovexad fnsurance companies, as a regulatory assetdBasthe results of studies at this sit

is reasonably possible that additional costs ceuxtrbed the amount BGE has recognized by approxiyremillion. Through December 31,
2008, BGE has spent approximately $41 million famediation at this site. We do not expect the remgiclean-up costs to have a material
effect on our financial results.

BGE also has investigated other small sitesre gas was manufactured in the past. We dexpect the clean-up costs of the remaining
smaller sites to have a material effect on ourfaia results.

Air Quality

In late July 2005, we received two Notices of Vima (NOVs) from the Placer County Air Pollution @ool District, Placer County California
(District) alleging that the Rio Bravo Rocklin féityi located in Lincoln, California had violatedrtain District air emission regulations betw
January 2003 and March 2005. We have a combineddy@3érship interest in the partnership which owresRio Bravo Rocklin facility. In
July 2008, the partnership settled the allegatipnagreeing to pay approximately $242,000, of whighshare is $121,000, and to implement
supplemental environmental projects at the facditgr the next 18 months.

In May 2007, a subsidiary of Constellatiemergy entered into a consent decree with the Mady/Department of the Environment to
resolve alleged violations of air quality opacitgredards at three fossil fuel plants in Marylanke Tonsent decree requires the subsidia



pay a $100,000 penalty, provide $100,000 to a supehtal environmental project, and install techggltw control emissions from those
plants.

In January 2009, the EPA issued a NOV dalzsidiary of Constellation Energy, as well asdtieer owners and the operator of the
Keystone coal-fired power plant in Shelocta, Pehrasya. We hold an approximately 21% interest i iKeystone plant. The NOV alleges that
the plant performed various capital projects beigigim 1984 without complying with the new souregiew permitting requirements of the
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Clean Air Act. The EPA also contends that the ategpilure to comply with those requirements aneticming violations under the plant's air
permits. The EPA could seek civil penalties untier€lean Air Act for the alleged violations.

The owners and operator of the Keystonetfee investigating the allegations and have edtetto discussions with the EPA. We beli
there are meritorious defenses to the allegationtgamed in the NOV. However, we cannot predictah&come of this proceeding and it is not
possible to determine our actual liability, if amy this time.

Water Quality

In October 2007, a subsidiary of Constellation Bgegntered into a consent decree with the Maryl@apartment of the Environment relating
to groundwater contamination at a third party fgcthat was licensed to accept fly ash, a byprodeoerated by our coal-fired plants. The
consent decree requires the payment of a $1.0omilenalty, remediation of groundwater contamimati&sulting from the ash placement
operations at the site, replacement of drinkingewatipplies in the vicinity of the site, and moriitg of groundwater conditions. We recorde
liability in our Consolidated Balance Sheets ofragpmately $7.9 million, which includes the $1 rioh penalty and our estimate of probable
costs to remediate contamination, replace drinkater supplies, monitor groundwater conditions, atietrwise comply with the consent
decree. We have paid approximately $2.5 milliothese costs as of December 31, 2008, resultingemaining liability at December 31, 2(
of $5.4 million. We estimate that it is reasonabbgsible that we could incur additional costs otappproximately $10 million more than the
liability that we accrued.

In November 2007, a class action complaigs filed in Baltimore City Circuit Court allegirtat the subsidiary's ash placement
operations at the third party site damaged surrimgngroperties. The complaint seeks injunctive sardedial relief relating to the alleged
contamination, unspecified compensatory damageanpipersonal injuries and property damages agsdoith the alleged contamination,
and unspecified punitive damages. In September,208&ntered into a non-binding agreement withesgntatives for the class action
plaintiffs and, as a result, recorded a liability the anticipated settlement. On October 31, 2@@8entered into a definitive settlement
agreement which was approved by the Court in Deeer2@08.

Litigation
In the normal course of business, we are involweghrious legal proceedings. We discuss the sigifi matters below.
Merger with MidAmerican

Beginning September 18, 2008, seven shareholdeZsmgtellation Energy filed lawsuits in the CircGiburt for Baltimore City, Maryland
challenging the then pending merger with MidAmemicBour similar suits were filed by other shareloddof Constellation Energy in the
United States District Court for the District of Mé&and.

The lawsuits claim that the merger consitlen was inadequate and did not maximize valusHiareholders, that the sales process lei
up to the merger was unreasonably short and proakylflawed, and that unreasonable deal protedafievices were agreed to that ward off
competing bids and coerce shareholders into acgefiie merger. The federal lawsuits also assettlieaconversion of the Preferred Stock
issued to MidAmerican into debt is not permittedl@nMaryland law. The lawsuits seek declaratorgjudnts establishing the unenforceab
of the merger based on the alleged breaches of ijuyctive relief to enjoin the merger, rescissaf the merger or rescissory damages, the
imposition of a constructive trust in favor of sklaolders of any benefits received by the individuambers of the Board of Directors of
Constellation Energy, and reasonable costs andchegpeincluding attorney's fees.

The termination of the MidAmerican mergenders moot the claims attempting to enjoin thegerewith MidAmerican. We believe there
are meritorious defenses to the remaining claimeguests for relief. However, we are unable & tihie to determine the ultimate outcome of
these lawsuits or their possible effect on ourrfiial results.

Securities Class Actiol

Three federal securities class action lawsuits e filed in the United States District Courtstfie Southern District of New York and the
District of Maryland between September 2008 andeévalver 2008. The cases were filed on behalf of pgeed class of persons who acquired
publicly traded securities, including the Serie§ukior Subordinated Debentures (Debentures), ostedation Energy between January 30,
2008 and September 16, 2008, and who acquired D@lesrin an offering completed in June 2008. Tloeisées class actions generally allege
that Constellation Energy, a number of its preseriormer officers or directors, and the underwsteiolated the securities laws by issuing a
false and misleading registration statement andgactus in connection with Constellation Energytsel27, 2008 offering of Debentures. The
securities class actions also allege that Contiteil&Energy issued false or misleading statementgas aware of material undisclosed
information which contradicted public statementduding in connection with its announcements oéfioial results for 2007, the fourth qua

of 2007, the first quarter of 2008 and the secamattgr of 2008 and the filing of its first quar908 Form 10-Q. The securities class actions
seek, among other things, certification of the saseclass actions, compensatory damages, reasausis and expenses, including counsel
fees, and rescission damages.

A lead plaintiff has not yet been appoiniethe New York or Maryland securities class atfimvsuits pursuant to the provisions of the
Private Securities Litigation Reform Act and Colflat®on Energy and other defendants have accordingt been required to respond to the
complaints or take other action to defend thedifign. The Southern District of New York has grahtiee defendant's motion to transfer the



securities class actions filed there to the DisgfdViaryland, to be coordinated with the secusitidass action filed there. We are unable at this
time to determine the ultimate outcome of the séesrclass actions or their possible effect on ouBGE's financial results.
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ERISA Actions

In the fall of 2008, multiple class action lawsuitsre filed in the United States District Courts tioe District of Maryland and the Southern
District of New York against Constellation Enerd@ayo A. Shattuck Ill, Constellation Energy's Chaamof the Board, President and Chief
Executive Officer; and others in their roles asidries of the Constellation Energy Employee SgwiRlan. The actions, which have been
consolidated into one action in Maryland (the Cdidsted Action), allege that the defendants, idation of various sections of ERISA,
breached their fiduciary duties to prudently anghlty manage Constellation Energy Savings Plarsstasy designating Constellation Energy
common stock as an investment, by failing to priyperovide accurate information about the investmbw failing to properly monitor the
investment and by failing to properly monitor otfiduciaries. The Consolidated Action seeks to cehtipe defendants to reimburse the
plaintiffs and the Constellation Energy SavingsnHtar all losses resulting from the defendantsabhes of fiduciary duty, to impose a
constructive trust on any unjust enrichment, toravetual damages with pre- and post-judgmentesteto award appropriate equitable relief
including injunction and restitution and to awaodts and expenses, including attorneys' fees. Warable at this time to determine the
ultimate outcome of the Consolidated Action omitssible effects on our, or BGE's, financial result

Mercury

Since September 2002, BGE, Constellation Energy saweral other defendants have been involvedrimenous actions filed in the Circuit
Court for Baltimore City, Maryland alleging mercysgisoning from several sources, including coahfddormerly owned by BGE. The plants
are now owned by a subsidiary of Constellation Bypein addition to BGE and Constellation Energyprximately 11 other defendants,
consisting of pharmaceutical companies, manufadwevaccines, and manufacturers of Thimerosagmaen sued. Approximately 70 cases,
involving claims related to approximately 132 chdd, have been filed to date, with each claimaekisg $20 million in compensatory
damages, plus punitive damages, from us.

In rulings applicable to all but three bétcases, involving claims related to approximad&lhildren, the Circuit Court for Baltimore C
dismissed with prejudice all claims against BGE @odistellation Energy. Plaintiffs may attempt toque appeals of the rulings in favor of
BGE and Constellation Energy once the cases aa#yfiooncluded as to all defendants. We believéwehave meritorious defenses and
intend to defend the remaining actions vigorousigwever, we cannot predict the timing, or outconfehese cases, or their possible effect on
our, or BGE's, financial results.

Asbestos

Since 1993, BGE and certain Constellation Enerdpgisliries have been involved in several actiomceming asbestos. The actions are b
upon the theory of "premises liability," allegirttat BGE and Constellation Energy knew of and exg@aseividuals to an asbestos hazard. In
addition to BGE and Constellation Energy, numermmther parties are defendants in these cases.

Approximately 513 individuals who were neeenployees of BGE or Constellation Energy havedpenclaims each seeking several
million dollars in compensatory and punitive damageross-claims and third-party claims brought theodefendants may also be filed
against BGE and Constellation Energy in these asti®o date, most asbestos claims which have lesetved have been dismissed or resc
without any payment and a small minority have besolved for amounts that were not material tofmancial results.

BGE and Constellation Energy do not know specific facts necessary to estimate their piatdigbility for these claims. The specific
facts we do not know include:

the identity of the facilities at which the plaiifgiallegedly worked as contractors,
the names of the plaintiffs' employe

the dates on which and the places where the expadlegedly occurred, ar

the facts and circumstances relating to the alleg@dsure

Until the relevant facts are determined,aneunable to estimate what our, or BGE's, lighitiight be. Although insurance and hold
harmless agreements from contractors who empldyeglaintiffs may cover a portion of any awardshia actions, the potential effect on our,
or BGE's, financial results could be material.

Storage of Spent Nuclear Fut

The Nuclear Waste Policy Act of 1982 (NWPA) reqdithe federal government through the DOE, to dewvealeepository for, and disposal of,
spent nuclear fuel and high-level radioactive wakke NWPA and our contracts with the DOE requiteel DOE to begin taking possession of
spent nuclear fuel generated by nuclear generatiitg no later than January 31, 1998. The DOE tasdsthat it will not meet that obligation
until 2020 at the earliest.

This delay has required that we undertalddtmnal actions related to on-site fuel storag€alvert Cliffs and Nine Mile Point, including
the installation of on-site dry fuel storage capaat Calvert Cliffs. In January 2004, we filed @mplaint against the federal government in the
United States Court of Federal Claims seeking tover damages caused by the DOE's failure to rteeepntractual obligation to begin
disposing of spent nuclear fuel by January 31, 198@ case is currently stayed, pending litigationther related case



In connection with our purchases of NindeMRoint and Ginna, all of the former owners' rigand obligations related to recovery of
damages for DOE's failure to meet its contractbéibations were assigned to us. However, we havabdigation to reimburse the former
owner of Ginna for up to $10 million in recovereahthges for such claims.

Nuclear Insurance

We maintain nuclear insurance coverage for Cal@éffls, Nine Mile Point, and Ginna in four prograameas: liability, worker radiation,
property, and accidental outage. These policiesatmgertain industry standard exclusions, inclgdiout not limited to, ordinary wear and te
and war.
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In November 2002, the President signedletothe Terrorism Risk Insurance Act (TRIA) of 20Qvhich was extended by the Terrorism
Risk Insurance Extension Act of 2005 and the T&noRisk Insurance Program Reauthorization ActGif2 Under the TRIA, property and
casualty insurance companies are required to mffeirance for losses resulting from certified adtgerrorism. Certified acts of terrorism are
determined by the Secretary of the Treasury, irteomence with the Secretary of State and Attornepesal, and primarily are based upon the
occurrence of significant acts of terrorism thainndate the civilian population of the United Stsior attempt to influence policy or affect the
conduct of the United States Government. Our nudiaaility, nuclear property and accidental outéggurance programs, as discussed later in
this section, provide coverage for certified adtseaorism.

If there were an accident or an extendadgmuat any unit of Calvert Cliffs, Nine Mile Poimt Ginna, it could have a substantial adverse
impact on our financial results.

Nuclear Liability Insuranct

Pursuant to the Price-Anderson Act, we are requivédsure against public liability claims resugfifrom nuclear incidents to the full limit of
public liability. This limit of liability consistof the maximum available commercial insurance d®gillion and mandatory participation in
industry-wide retrospective premium assessmentrprmgThe retrospective premium assessment is $Miflién per reactor, per incident,
increasing the total amount of insurance for pulidicility to approximately $12.5 billion. Underdtretrospective assessment program, we can
be assessed up to $587.5 million per incident wicammercial reactor in the country, payable atrave than $87.5 million per incident per
year. This assessment also applies in excess afanker radiation claims insurance. Both the maximassessment per reactor and

maximum yearly assessment are adjusted for infigf@omnsumer Price Index) at least every five yaasare subject to state premium taxe
addition, the U.S. Congress could impose additiogatnue-raising measures to pay claims.

Worker Radiation Claims Insurance

We participate in the American Nuclear Insurers tda8V/orker Program that provides coverage for wiotlig claims filed for radiation
injuries. The policy provides a single industry eggate limit of $200 million for occurrences of i&ibn injury claims against all those insured
by this policy prior to January 1, 2003 and $300iam for occurrences of radiation injury claimsaagst all those insured by this policy on or
after January 1, 2003.

The sellers of Nine Mile Point retain thebilities for existing and potential claims thatcarred prior to November 7, 2001. In addition,
the Long Island Power Authority, which continueoten 18% of Unit 2 at Nine Mile Point, is obligaterlassume its pro rata share of any
liabilities for retrospective premiums and otheempium assessments. RG&E, the seller of Ginna,nethe liabilities for existing and potential
claims that occurred prior to June 10, 2004. linckaunder these policies exceed the coverage lithiéssprovisions of the Price-Anderson Act
would apply.

Nuclear Property Insuranc

Our policies provide $500 million in primary covgrat each nuclear plant—Calvert Cliffs, Nine Mileint, and Ginna. In addition, we
maintain $1.8 billion of excess coverage at Ginmé $2.3 billion in excess coverage under a blaskeess program offered by the industry
mutual insurer at both Calvert Cliffs and Nine Miteint. Under the blanket excess policy, CalveiffsCand Nine Mile Point share $1.0 billion
of the total $2.3 billion of excess property cowgraTherefore, in the unlikely event of two futhit property damage losses at Calvert Cliffs
and Nine Mile Point, we would recover $4.5 billimstead of $5.5 billion.

Losses resulting from non-certified actsesforism are covered as a common occurrence, inge#rat if non-certified terrorist acts occur
against one or more commercial nuclear power plastged by our nuclear property insurance compttyin a 12-month period, they would
be treated as one event and the owners of thespldrere the acts occurred would share one fult lifliability (currently $3.2 billion).

Accidental Nuclear Outage Insuran

Our policies provide indemnification on a weeklystsafor losses resulting from an accidental outagenuclear unit. Coverage begins after a
12-week deductible period and continues at 100%efveekly indemnity limit for 52 weeks and the®86f the weekly indemnity limit for
the next 110 weeks. Our coverage is up to $490l@®mper unit at Calvert Cliffs and Ginna, $420lion for Unit 1 of Nine Mile Point, and
$401.8 million for Unit 2 of Nine Mile Point. Thsmount can be reduced by up to $98.0 million pérairCalvert Cliffs and $84.0 million for
Nine Mile Point Unit 1 and $80.4 million for Nineil Point Unit 2 if an outage of more than one imitaused by a single insured phys
damage loss.

Both the accidental nuclear outage inswramd the nuclear property insurance are curr@ntighased through the industry mutual
insurance company. If accidents at plants insuyeithé® mutual insurance company cause a shortfdillrafs, all policyholders could be
assessed, with our share being up to $93.1 milbaming 2008, the Board of Directors for the indyshutual insurance company approved a
change to our policy that, in the event of a crealiing downgrade to below investment grade, woetflire us to post collateral in the form of
a letter of credit or cash equal to $93.1 milligiternatively, we would be required to purchasaimasce.

Nor-Nuclear Property Insuranc



Our conventional property insurance provides cayere $1.0 billion per occurrence for Certifiedsaof terrorism as defined under TRIA,
Terrorism Risk Insurance Extension Act of 2005 #raTerrorism Risk Insurance Program Reauthorinatict of 2007. Our conventional
property insurance program also provides coveragadn<ertified acts of terrorism up to an annual aggredjmit of $1.0 billion. If a terroris
act occurs at any of our facilities, it could havsignificant adverse impact on our financial resul
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13 Derivatives and Fair Value Measurements

Use of Derivative Instruments
Nature of Our Business and Associated R

Our business activities primarily include our menchenergy business and our regulated electrigaadusiness. Our merchant energy
business includes:

. the generation of electricity from our owned andtcactually-controlled physical asse!
. the sale of power, gas, and other energy commeditievholesale and retail customers, and
. risk management services and energy trading aesvit

Our regulated electric and gas businessgage in electricity and gas transmission andilligion activities in Central Maryland at prices
set by the Maryland PSC that are generally desigmeecover our costs, including purchased fuelemergy. Substantially all of our risk
management activities involving derivatives occutside our regulated businesses.

In carrying out our merchant energy bussredivities, we purchase and sell power, fuel, @heér energy-related commaodities in
competitive markets. These activities expose wwgoificant risks, including market risk from prigelatility for energy commodities and the
credit risks of counterparties with which we eritgo contracts. The sources of these risks inclbdeare not limited to, the following:

. the risks of unfavorable changes in power pricatéwholesale forward and spot markets in whictselea portion of the
power from our power generation facilities and jpase power to meet our load-serving requirements,
. the risk of unfavorable fuel price changes forpliechase of a portion of the fuel for our generaferilities under short-term

contracts or on the spot market. Fuel prices carolsile, and the price that can be obtained fawgr produced from such fuel
may not change at the same rate as fuel costs.

. the risk that one or more counterparties may ¢efiérform under their obligations to make paymentseliver fuel or power,
. interest rate risk associated with variable-ratet dad the fair value of fixed-rate debt used tafice our operations; and
. foreign currency exchange rate risk associated wirnational investments and purchases of equipiered commodities i

currencies other than U.S. dollars.
Objectives and Strategies for Using Derivatives

Risk Management Activities

To lower our exposure to the risk of unfavorablesfliations in commodity prices, interest rates, fangign currency rates, we routinely enter
into derivative contracts, such as fixed-price fardvphysical purchase and sales contracts, futfinesicial swaps, and option contracts traded
in the over-the-counter markets or on exchanged)ddging purposes. The objectives for entering suich hedging transactions primarily
include:

fixing the price for a portion of anticipated futuelectricity sales from our generation operati

fixing the price of a portion of anticipated fualnghases for the operation of our power pls

fixing the price for a portion of anticipated engmurchases to supply our load-serving customeis, a
managing our exposure to interest rate risk aneigarcurrency exchange risks.

Non-Risk Management Activities

In addition to the use of derivatives for risk mgeaent purposes, we also enter into derivativeraot for trading purposes primarily to
achieve the following objectives:

. optimizing the margin on surplus electricity gerienaand load positions and surplus fuel supply déechand positions,
. obtaining knowledge of prices and developing expelih less-liquid markets, and
. deploying risk capital in an effort to generateiiddal returns

Accounting for Derivative Instruments

The accounting requirements for derivatives areeguad by SFAS No. 133 which requires recognitioalbfjualifying derivative instruments
as either assets or liabilities on the balancetsdtefair value.

Accounting Designatio

We must evaluate new and existing transactionsagneements to determine whether they are deriwatB€AS No. 133 permits seve



possible accounting treatments for derivatives vt all of the applicable requirements of thahdard. SFAS No. 133 requires mark-to-
market as the default accounting treatment fodedivatives unless they qualify, and we specificdltsignate them, for one of the other
accounting treatments. Derivatives designatedrigrad the elective accounting treatments must rapetific, restrictive criteria prescribed by
SFAS No. 133, both at the time of designation am@m ongoing basis. The permissible accountingrreats under SFAS No. 133 include:

normal purchase normal sale (NPN
cash flow hedge,

fair value hedge, and
mark-to-market.

We further discuss our accounting policies fordgives and hedging activities and their impact®onfinancial statements Mote 1.
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NPNS

We elect NPNS accounting for derivative contraletéd provide for the purchase or sale of a physioaimodity that will be delivered in
guantities expected to be used or sold over a nadd® period in the normal course of business. @recelect NPNS classification for a given
contract, we do not subsequently change the eteatid treat the contract as a derivative using ftarkarket or hedge accounting.

Cash Flow Hedging

We generally elect cash flow hedge accounting fostnof the derivatives that we use to hedge mamiee risk for our physical energy
delivery activities because hedge accounting mimgety aligns the timing of earnings recognitionl aash flows for the underlying business
activities. Management monitors the potential intpad commodity price changes and, where appragriafy enter into or close out
derivative transactions designated as cash flowé®d

Commodity Cash Flow Hedges

Our merchant energy business has designated fiieelforward contracts as cash-flow hedges of fasted sales of energy and forecasted
purchases of fuel and energy for the years 20@uthr 2016. Our merchant energy business had nealized pre-tax losses on these cash-
flow hedges recorded in "Accumulated other compnehe loss" of $2,614.9 million at December 31,2@0d $1,498.7 million at
December 31, 2007.

We expect to reclassify $1,565.8 milliomet pre-tax losses on cash-flow hedges from "Acedatad other comprehensive loss" into
earnings during the next twelve months based okeb@rices at December 31, 2008. However, the hatnaunt reclassified into earnings
could vary from the amounts recorded at DecembgR@Q8, due to future changes in market prices.

When we determine that a forecasted trdimsaoriginally hedged has become probable of mouaing, we reclassify net unrealized gi
or losses associated with those hedges from "Actatediother comprehensive loss" to earnings. Wegmized in earnings the following pre-
tax amounts on such contracts:

. $31.7 million pre-tax loss in 2008,
. $24.4 million pre-tax loss in 2007, and
. $35.3 million pre-tax loss in 2006.

The majority of the pre-tax loss reclagsifin 2008 resulted from contracts that ceasedatifg for hedge accounting due to the
announcement of the intention to sell a majoritpof international commodities operation. The migjarf the pre-tax loss reclassified in 2007
resulted from the deconsolidation of CEP. The nigja@f the pre-tax loss reclassified in 2006 resdlifrom the initial public offering of CEP
and the sale of our gas-fired plants.

Interest Rate Swaps Designated as Cash Flow Hedges

We use interest rate swaps designated as casihéldges to manage our interest rate exposures assbueiith new debt issuances and to
manage our exposure to fluctuations in interestsran variable rate debt. The effective portiogaihs and losses on these interest rate cash
flow hedges, net of associated deferred incomefti@cts, is recorded in "Accumulated other compnshe income™ in our Consolidated
Statements of Common Shareholders' Equity and Celmepisive Income. We reclassify gains and losseésehedges from "Accumulated
other comprehensive income" into "Interest expeirse@ur Consolidated Statements of Income (Lossindithe periods in which the interest
payments being hedged occur.

Accumulated other comprehensive incomeuithes net unrealized pre-tax gains on interestoagh-flow hedges of prior debt issuances
totaling $12.0 million at December 31, 2008 and.$Itillion at December 31, 2007. We expect to rsifg $0.7 million of pre-tax net gains
on these cash-flow hedges from "Accumulated otberprehensive income" into "Interest expense" dutiiregnext twelve months. We had no
hedge ineffectiveness on these swaps.

Fair Value Hedging

We elect fair value hedge accounting for a limipedtion of our derivative contracts including céntaterest rate swaps and certain forward
contracts and price and basis swaps associatechatitihal gas fuel in storage. The objectives fectihg fair value hedging in these situations
are to manage our exposure to optimize the mixuofiged and floating-rate debt, and to hedge thiee of our natural gas in storage.

Interest Rate Swaps Designated as Fair Value Hedges

We use interest rate swaps designated as fair haldges to optimize the mix of fixed and floatiragerdebt. We record any gains or losses on
swaps that qualify for fair value hedge accountieatment, as well as changes in the fair valub®flebt being hedged, in "Interest expense.
We record changes in fair value of the swaps irriia¢ive assets and liabilities” and changes infdiievalue of the debt in "Lonterm debt" il
our Consolidated Balance Sheets. In addition, wertkthe difference between interest on hedgedifia¢e debt and floating-rate swaps in
“Interest expense" in the periods that the swatftkes



During 2004, we entered into interest mt@ps qualifying as fair value hedges relatingaddmillion of our fixed-rate debt maturing in
2012 and 2015, and converted this notional amofudébt to floating-rate. The fair value of theselpes was an unrealized gain of
$55.9 million at December 31, 2008 and $11.8 millkd December 31, 2007 and was recorded as aragene our "Derivative assets" and an
increase in our "Long-term debt." We had no hedgfféctiveness on these interest rate swaps.
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Hedge Ineffectivene:

For all categories of derivative instruments deatgd in hedging relationships, we recorded in egnthe following pre-tax gains (losses)
related to hedge ineffectiveness:

Year ended December 3 2008 2007 2006
(In millions)
Casl-flow hedges $(121.0) $(31.4) $13.4
Fair value hedge 20.€ 24.4  27.7
Total $(100.9) $ (7.0) $41.1

The ineffectiveness amounts in the tabtevatexclude $31.8 million and $7.3 million of pee<iosses for the years ended December 31,
2008 and 2007, respectively, representing the ahanfpir value of derivatives that no longer gfyafor cash-flow hedge accounting. These
amounts relate to periods of insufficient priceretation between the hedge and the risk being hiedge the derivatives qualify for and rem
designated as hedges prospectively. In additiordidi@ot recognize any gain/loss in 2008 relatethéochange in fair value for the portion of
our fair value hedges excluded from ineffectivertesting. However, we recognized a $3.8 millionareloss in 2007 and a $8.9 million pre-
tax gain in 2006 related to the change in valudtferportion of our fair value hedges excluded fiogffectiveness testing.

Mark-to-Market

We generally apply mark-to-market accounting fek imanagement and trading activities for which dearnin fair value more closely reflect
the economic performance of the underlying busiaesigity. However, we also use mark-to-market actimg for derivatives related to the
following physical energy delivery activities:

. our nonregulated retail gas customer supply a@sjitvhich are managed using economic hedges thatewe not designated
cash-flow hedges in order to match the timing ebgmition of the earnings impacts of those acteitio the greatest extent
permissible, and

. economic hedges of activities that require accagabunting for which the related hedge requireska@imarket accounting.

Origination Gains

We may record origination gains associated with madlity derivatives subject to mark-to-market acamg Origination gains represent the
initial fair value of certain structured transaaiathat our wholesale marketing, risk managemeat triading operation executes to meet the
management needs of our customers. Historicalipstictions that result in origination gains havenbgnique and resulted in individually
significant gains from a single transaction. Weagatly recognize origination gains when we are ablebtain observable market data to
validate that the initial fair value of the contradfers from the contract price. Origination ggairecognized in the past three years include:

. $73.8 million pre-tax in 2008 resulting from 6 tsactions,
. $41.9 million pre-tax in 2007 resulting from 1 tsaction, and
. $13.5 million pre-tax in 2006 resulting from 3 tsactions.

Termination or Restructuring of Commodity Derivati@ontracts

We may terminate or restructure in-the-money catgran exchange for upfront cash payments and actish or cancellation of future
performance obligations. The termination or redtrting of contracts allows us to lower our exposiarperformance risk under these contre
Such transactions resulted in the realization effttlowing amounts of préax earnings that otherwise would have been reeegrover the lif
of these contracts:

. $73.1 million pretax in 2008 resulting from 7 transactio
. $17.8 million pre-tax in 2007 resulting from 1 tsaction, and
. $56.7 million pre-tax in 2006 resulting from 3 teactions.

Fair Value Measurements

SFAS No. 157Fair Value Measurementsdefines fair value, establishes a framework feasuring fair value, and requires certain disclesur
about fair value measurements. Fair value is thee fihat we would receive to sell an asset or payansfer a liability in an orderly transaction
between market participants at the measuremenf{exsteprice).

SFAS No. 157 also creates a fair valueangdry that prioritizes the inputs used to measairevblue. The three levels of the fair value
hierarchy are as follows:

Level —Unadjusted quoted prices available in active markéthe measurement date for identical assetahilities.
. Level z—Pricing inputs, other than quoted prices includdthiw Level 1, which are either directly or inditBcobservable as ¢



the reporting date.
. Level =—Significant inputs that are generally not obsergdldm market activity

We determine the fair value of our assatslabilities using unadjusted quoted prices itivecmarkets (Level 1) or pricing inputs that are
observable (Level 2) whenever that informationvaikable. We use unobservable inputs (Level 3)stovete fair value only when relevant
observable inputs are not available.

We classify assets and liabilities witHie fair value hierarchy based on the lowest let'@ut that is significant to the fair value
measurement of each individual asset and lialidiken as a whole. We determine fair value for asmed liabilities classified as Level 1 by
multiplying the market price by the quantity of theset or liability. We primarily determine fairlva measurements classified as Level 2 or
Level 3 using the income valuation approach, winsfolves discounting estimated cash flows.

We present all derivatives recorded atvalue net with the associated fair value cashatalal. This presentation of the net position
reflects our credit exposure for our on-balancesshe
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positions but excludes the impact of any off-baéaslseet positions and collateral. Examples obaf&ince sheet positions and collateral inc

in-the-money accrual contracts for which the righoffset exists in the event of default and lettef credit. We discuss our letters of credit in
more detail inNote 8.

Recurring Measurements

BGE's assets and liabilities measured at fair vatua recurring basis are immaterial. Our merckaetgy business segment's assets and
liabilities measured at fair value on a recurrigib consist of the following:

As of
December 31, 2008
Assets Liabilities
(In millions)
Cash equivalent $ 928f $ —
Debt and equity securitie 1,069.! —
Derivative instruments
Classified as derivative assets and liabilit
Current 1,465.C (1,241.9
Noncurrent 851.¢ (1,115.0
Total classified as derivative assets and liab#i 2,316.¢ (2,356.9
Classified as accounts receivabl (1,244.¢ —
Total derivative instrumen 1,072.; (2,356.9
Total recurring fair value measureme $3,070.2 $(2,356.9

* Represents the unrealized fair value of excharagett derivatives, exclusive of cash margin po:

Cash equivalents represent money marketahfunds which are included in "Cash and cashvedemts” and "Restricted cash" in the
Consolidated Balance Sheets. Debt and equity sesurepresent available-for-sale investments whiehincluded in "Nuclear
decommissioning trust funds" and "Other assetstiégnConsolidated Balance Sheets. Derivative ingtnimrepresent unrealized amounts
related to all derivative positions, including fres, forwards, swaps, and options. We classify &xgh-listed contracts as part of "Accounts
Receivable" in our Consolidated Balance SheetscM&sify the remainder of our derivative contrads'Derivative assets” or "Derivative
liabilities" in our Consolidated Balance Sheets.

The table below disaggregates our net dbvig assets and liabilities on a gross contraetdntract basis as required by SFAS No. 157. A
primary focus of SFAS No. 157 is the fair valuerhiehy that provides information about how fairu@measurements are determined. SFAS
No. 157 requires each individual asset or liabilitst is remeasured at fair value on a recurrirgisht@ be presented in this table and classi
in its entirety, within the appropriate level iretfair value hierarchy. Therefore, the objectivehid table is to provide information about how
each individual derivative contract is valued witlie fair value hierarchy, regardless of whethpaiicular contract is eligible for netting
against other contracts or whether it has beeateoilized.

The table below sets forth by level wittie fair value hierarchy the gross components @Qbmpany's assets and liabilities that were
measured at fair value on a recurring basis asecEBber 31, 2008. These gross balances are intentidygl to provide information on sources
of inputs to fair value and proportions of fair walinvolving objective versus subjective valuatiansl do not represent either our actual credit
exposure or net economic exposure.

Netting and Total Net
Cash Collateral *  Fair Value

At December 31, 200 Level 1 Level 2 Level 3

(In millions)

Cash equivalent $ 928: $ —  $ — 3 — $ 928t
Debt and equity securiti 305.4 764.] — — 1,069.!
Derivative asset 1,565.: 45,499.. 4,793.¢ (50,785.9) 1,072..
Derivative liabilities (1,728.7) (46,969.) (4,756.9 51,097.¢ (2,356.9
Net derivative positiol (163.5) (1,469.9 37.C 311.7 (1,284.6
Total $1,070. $ (705.) $ 37.C $ 3117 $ 713«

We present our derivative assets and liabilitiesim Consolidated Balance Sheets on a net basimétderivative assets and
liabilities, including cash collateral, when a ldgaenforceable master netting agreement existeéen us and the counterparty to a
derivative contract. At December 31, 2008, we ideth$223.0 million of cash collateral held and $534illion of cash collateral
posted (excluding margin posted on exchange traigeiatives) in netting amounts in the above taBke discussion of FSP FIN 39-1
in Note 1 for more details on our net presentation.

146






SFAS No. 157 requires us to prepare thikethy separating each individual derivative caettthat is in the money from each contract
is out of the money. It also requires us to ignoeester netting agreements and collateral for otivaléves. As a result, the gross "asset" and
“liability" amounts under each of the three faitugalevels far exceed our actual economic exposucemmodity price risk and credit risk. C
actual economic exposure consists of the net dérésposition combined with our nonderivative a@rcontracts, such as those for load-
serving, and our physical assets, such as our pplaets. Our actual credit risk exposure is reflddh the net derivative asset and derivative
liability amounts shown in the Total Net Fair Valcgumn.

Increases and decreases in the gross cangsopresented in each of the levels in this talsie do not indicate changes in the level of
derivative activities. Rather, the primary factaffecting the gross amounts are commodity pricelsthe total number of contracts. If
commodity prices change, the gross amounts coatease, even if the level of contracts stays theesdecause SFAS No. 157 requires
separate presentation of contracts that are imthreey from those that are out of the money. Assalteeven fully hedged positions could
exhibit increases in the gross amounts if pricesge. Additionally, if the number of contracts e&ses, the gross amounts also could increase
Thus, the execution of new contracts to reduce @manrisk could actually increase the gross amoimtise table because of the required
separation of contracts discussed above.

Cash equivalents are comprised of exchémaged money market funds and money market mutunals. These instruments are valued
based upon unadjusted quoted prices in active nsagkel are classified within Level 1.

Debt and equity securities include trusess securing certain executive benefits, otheketable securities, and our nuclear
decommissioning trust funds. Trust assets secuenigin executive benefits consist of mutual fumdsich are valued based upon unadjusted
guoted prices in active markets and are classifigtiin Level 1. Our other marketable securitiessienof publicly traded individual securities,
which are valued based on unadjusted quoted pricastive markets and are classified within LeveNliclear decommissioning trust funds
consist of a number of different types of secusijtiacluding the following:

. publicly traded individual securities and Unite@t®es Treasury securities are classified within Lévsecause they are valued
based on unadjusted quoted prices in active markets

. fixed income securities other than United Statesa$ury securities are classified within Level 2duse these instruments are
traded in markets that are less active than th&etafor equity securities and United States Treasecurities, and

. commingled funds are classified within Level 2 hesathey are valued based on the fund share prigeh is observable on

less frequent basis.

Derivative instruments include exchangelkedand bilateral contracts. Exchange-traded dérevaontracts include futures and certain
options. Bilateral derivative contracts include psigforwards, certain options and complex structtir@nsactions. We utilize models to
measure the fair value of bilateral derivative cacts. Generally, we use similar models to valuglar instruments. Valuation models utilize
various inputs, which include quoted prices foritamassets or liabilities in active markets, qubpeices for identical or similar assets or
liabilities in markets that are not active, othbservable inputs for the asset or liability, andke&corroborated inputs, which are inputs
derived principally from or corroborated by obsdrleamarket data by correlation or other means. Hewehe primary input to our valuation
models is the forward commodity price. We havesifas] derivative contracts within the fair valuiefarchy as follows:

. Exchang-traded derivative contracts valued based on ungjugioted prices in active markets are classifigllin Level 1.

. Exchang-traded derivative contracts valued using pricinmuis based upon market quotes or market transacti@nclassifie
within Level 2. These contracts generally tradiess active markets due to the length of the cotgr@e., for certain contracts
the exchange sets the closing price, which mayeaaotflective of an actual trade).

. Bilateral derivative contracts where observableitefare available for substantially the full terndavalue of the asset or liabil
are classified within Level 2.
. Bilateral derivative contracts with a lower availép of pricing information are classified in Lel8. In addition, complex or

structured transactions, such as certain optioay, nequire us to use internally-developed modaliispwvhich might not be
observable in or corroborated by the market, tereine fair value. When such unobservable inpute maore than an
insignificant impact on the measurement of faiuegalwe also classify the instrument within Level 3.

In order to determine fair value, we uslizarious factors, including market data and assiompthat market participants would use in
pricing assets or liabilities as well as assumgtiabout the risks inherent in the inputs to theatbn technique. These factors include:

forward commaodity prices,

price volatility,

volumes,

location,

interest rates

credit quality of counterparties and Constellatiorergy, anc
credit enhancement

We also record valuation adjustments tlectfuncertainties associated with certain estimatieerent in the determination of the fair ve
of derivative assets and liabilities. The effecthifse uncertainties is not incorporated in mapkiee information or other market-based
estimates used to determine fair value of our ntankrarket energy contracts. To the extent possiteytilize markebased data together w
guantitative methods for both measuring the unteits for which we



147




record valuation adjustments and determining thellef such adjustments and changes in those levels

We describe below the main types of vabradjustments we record and the process for éstaly each. Generally, increases in
valuation adjustments reduce our earnings, ancedses in valuation adjustments increase our earnif@vever, all or a portion of the effect
on earnings of changes in valuation adjustmentsimayffset by changes in the value of the undeglyiositions.

. Close-out adjustment—represents the estimateda@asbse out or sell to a third-party open marksiarket positions. This
valuation adjustment has the effect of valuing fopositions (the purchase of a commodity) at tidephice and "short"
positions (the sale of a commaodity) at the offéecgarWe compute this adjustment using a marketebasémate of the bid/offer
spread for each commodity and option price andiis®lute quantity of our net open positions fohegear. The level of total
close-out valuation adjustments increases as we laager unhedged positions, iffer spreads increase, or market informa
is not available, and it decreases as we reducardwedged positions, bioffer spreads decrease, or market information bes
available. Prior to the adoption of SFAS No. 157January 1, 2008, to the extent that we are net @bbbtain observable
market information for similar contracts, the clasd adjustment is equivalent to the initial contraargin, thereby resulting in
no gain or loss at inception. In the absence oénlable market information, there is a presumptiat the transaction price is
equal to the market value of the contract, andefloee we do not recognize a gain or loss at inoapiiVe recognize such gains
or losses in earnings as we realize cash flowsruheéecontract or when observable market data besamwailable.

. Unobservable input valuation adjustr—upon adopting FAS No. 157, this adjustment was ssarg when we were required
determine fair value for derivative positions usintgrnally developed models that use unobserviabplets due to the absence of
observable market information. Unobservable inpofgir value may arise due to a number of factmduding but not limited
to, the term of the transaction, contract optidgatelivery location, or product type. In the ahse of observable market
information that supports the model inputs, thera presumption that the transaction price is efguéile market value of the
contract when we transact in our principal market 8FAS No. 157 requires us to recalibrate ounegé of fair value to equal
the transaction price. Therefore we do not recagaigain or loss at contract inception on theseséretions. We will recognize
such gains or losses in earnings as we realizeflags under the contract or when observable matkét becomes available.

. Credit-spread adjustment—for risk management pagose compute the value of our derivative asgetdiabilities using a
risk-free discount rate. In order to compute failue for financial reporting purposes, we adjustuhlue of our derivative assets
to reflect the credit-worthiness of each countagphased upon either published credit ratingsqoiivalent internal credit
ratings and associated default probability perggggaWe compute this adjustment by applying a dieffmabability percentage
to our outstanding credit exposure, net of colldtdor each counterparty. The level of this adjuet increases as our credit
exposure to counterparties increases, the materitys of our transactions increase, or the cratlitgs of our counterparties
deteriorate, and it decreases when our credit expds counterparties decreases, the maturity tefraar transactions decrea
or the credit ratings of our counterparties improde part of our evaluation, we assess whethectl@terparties' published
credit ratings are reflective of current marketditions. We review available observable data inicigdbond prices and yields
and credit default swaps to the extent it is abddlawe also consider the credit risk measurenraplieéd by that data in
determining our default probability percentagesl ae evaluate its reliability based upon markatitiity, comparability, and
other factors. Upon adoption of SFAS No. 157, ve® aise a credit-spread adjustment in order toatedler own credit risk in
determining the fair value of our derivative liats.

We regularly evaluate and validate the tapue use to estimate fair value by a number ohodd, consisting of various market price
verification procedures, including the use of pricservices and multiple broker quotes to supertbarket price of the various commodities
in which we transact, as well as review and vaatfiin of models and changes to those models. Tarsaties are undertaken by individuals
that are independent of those responsible for asitmg fair value.

The Company's assessment of the signifecah@ particular input to the fair value measunetmequires judgment and may affect the
classification of assets and liabilities within flair value hierarchy. Because of the long-termureatf certain assets and liabilities measured at
fair value as well as differences in the availdpitif market prices and market liquidity over thigirms, inputs for some assets and liabilities
may fall into any one of the three levels in thie ¥@lue hierarchy or some combination thereof. M/BIFAS No. 157 requires us to classify
these assets and liabilities in the lowest levéhenhierarchy for which inputs are significanthe fair value measurement, a portion of that
measurement may be determined using inputs froigheehlevel in the hierarchy.
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The following table sets forth a recontiba of changes in Level 3 fair value measurements:

2008
(In millions)

Balance at beginning of peri $ (247.7)
Realized and unrealized gains (loss

Recorded in incom 471.%

Recorded in other comprehensive incc (511.9)
Purchases, sales, issuances, and settlel 37.€
Transfers into and out of Level 187.2
Balance as of December 31, 2( $ 37.C
Change in unrealized gains recorded in incomeingidb derivatives still held as of December 3108 $ 800.1

Realized and unrealized gains (losseshhateded primarily in "Nonregulated revenues" farr @erivative contracts that are marked-to-
market in our Consolidated Statements of Incomeg).and are included in "Accumulated other comprsive loss" for our derivative
contracts designated as cash-flow hedges in ousdidated Balance Sheets. We discuss the incortenstat classification for realized gains
and losses related to cash-flow hedges for ouowuaredging relationships hote 1.

Realized and unrealized gains (lossesydethe realization of derivative contracts throogdturity. This includes the fair value, as of the
beginning of each quarterly reporting period, afittacts that matured during each quarterly repgnpi@riod. Purchases, sales, issuances, and
settlements represent cash paid or received fawroptemiums, and the acquisition or terminationlefivative contracts prior to maturity.
Transfers into Level 3 represent existing asselsbilities that were previously categorized dtigher level for which the inputs to the model
became unobservable. Transfers out of Level 3 septeassets and liabilities that were previousdgsified as Level 3 for which the inputs
became observable based on the criteria discusstte@revious page for classification in eithevélel or Level 2. Because the depth and
liquidity of the power markets varies substantidltween regions and time periods, the availakilitgbservable inputs for substantially the
full term and value of our bilateral derivative ¢@tts changes frequently. As a result, we als@exgerivatives balances to transfer into and
out of Level 3 frequently based on changes in tieeosable data available as of the end of the gerio

Nonrecurring Measuremer

The table below sets forth by level within the featue hierarchy our financial assets and liaktitihat were measured at fair value on a
nonrecurring basis during 2008:

Fair Value at December 31, 20C Level 1 Level 2 Level 2 Losses for the year ended December 31, 2(

(In millions)

Equity method investmel $ 177 $177 $ — $ — $ 124.¢

As described more fully Mote 2, during the third and fourth quarters of 2008 weorded other-than-temporary impairment charges of
$54.7 million and $69.7 million, respectively, oarequity method investment in CEP. The fair vadl€EP is a Level 1 measurement bec:
CEP is a publicly traded stock on the New York &tBgchange and the fair value is a quoted pricmnimctive market.

Fair Value of Financial Instruments

We show the carrying amounts and fair values crfoial instruments included in our ConsolidatedaBaé Sheets in the following table:

2008
At December 31 2007
Carrying Fair Carrying Fair
Amount Value * Amount Value
(In millions)
Investments and other as—Constellation Energ $2,264.F $2,264.! $1,634.2 $1,634.!
Fixec-rate lon¢-term debt:
Constellation Energy (including BGI 6,995.. 6,290.! 4,244.0 4,307.t
BGE 2,265.. 1,990.. 2,215. 2,178.¢
Variable-rate lon¢-term debt:
Constellation Energy (including BGI 736.7 736.7 801.c 801.¢
BGE — — — —

* As defined by SFAS No. 1!

We use the following methods and assumptfonestimating fair value disclosures for finaténstruments



cash and cash equivalents, net accounts receivahks, current assets, certain current liabilit#r-term borrowings, currer
portion of long-term debt, and certain deferredliteeand other liabilities: because of their sherth nature, the amounts
reported in our Consolidated Balance Sheets apmpatei fair value,

investments and other assets: the fair value ischas quoted market prices where available, and

long-term debt: the fair value is based on quotedket prices where available or by discounting rieing cash flows at current
market rates.
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14 Stock-Based Compensation

Under our long-term incentive plans, we grant stopkons, performance and service-based restrattak, performance- and service-based
units, and equity to officers, key employees, amniers of the Board of Directors. In May 2007, shatders approved Constellation Ener
2007 Long-Term Incentive Plan, under which we caamgup to a total of 9,000,000 shares. Any shemesred by an outstanding award under
any of our long-term incentive plans that are fibefe or cancelled, expire or are settled in cadhbgcome available for issuance under the
2007 Long-Term Incentive Plan. At December 31, 2@8&re were 8,729,667 shares available for issuander the 2007 Longerm Incentiv:
Plan. At December 31, 2008, we had stock opti@®ricted stock, performance unit and equity grantstanding as discussed below. We |
issue new shares, reuse forfeited shares, or langsin the market in order to deliver shares tpleypees for our equity grants. BGE officers
and key employees participate in our stock-basetpemsation plans. The expense recognized by B@B(8, 2007, and 2006 was not
material to BGE's financial results.

Non-Qualified Stock Options

Options are granted with an exercise price equtildanarket value of the common stock at the dbaggamt, become vested over a period up to
three years (expense recognized in tranches),qickden years from the date of grant.

The fair value of our stock-based awards astimated as of the date of grant using the Batioles option pricing model based on the
following weighted- average assumptions:

200¢ 2007 200¢

Risk-free interest rat 257% 46% —%
Expected life (in years 4.C 4.C —

Expected market price volatility fact 25.8% 20.% —%
Expected dividend yiel 1.85% 2.5% —%

During 2006, no stock options were graritedmployees in anticipation of the proposed mewg#r FPL Group, which was terminated in
October 2006.

We use the historical data related to stuyption exercises in order to estimate the expddedf our stock options. We also use historical
data (measured on a daily basis) for a period equhle duration of the expected life of option adgaand implied volatilities for certain
publicly traded options in Constellation Energy eoam stock in order to estimate the volatility facive believe that the use of this data to
estimate these factors provides a reasonable foagiar assumptions. The risk-free interest ratetie periods within the expected life of the
option is based on the U.S Treasury yield curvefiect and the expected dividend yield is basedwrcurrent estimate for dividend payout at
the time of grant.

Summarized information for our stock optgmants is as follows:

2008 2007 2006

Weighted- Weighted- Weighted-

Average Average Average

Shares  Exercise =~ Shares  Exercise ~ Shares  Exercise

Price Price Price
(Shares in thousands
Outstanding, beginning of ye 6,14t $ 55.9C 6,051 $ 47.2: 7,172 $ 45.2¢
Granted with exercise prices at fair market v 1,43¢ 93.7¢  1,75¢ 76.2:2 — —
Exercisec (375 47.0z (1,41)) 41.91 (1,050 33.71
Forfeited/expirec (1,14¢) 84.5¢ (259) 67.8¢ (72) 45.2:
Outstanding, end of yei 6,05¢ $ 59.9¢ 6,14t $ 55.9C 6,051 $ 47.2¢
Exercisable, end of ye. 4,665 $ 52.1: 4,04 $ 4851 4401 $ 46.9¢
Weighted-average fair value per share of optioasitgid with

exercise prices at fair market val $ 18.7¢ $ 13.7¢ $ =
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The following table summarizes additiomdgbrmation about stock options during 2008, 200d 2006:

2008 2007 2006

(In millions)
Stock Option Expense Recogniz $11.C $15.1 $ 6.7
Stock Options Exercise:
Cash Received for Exercise Pr 20.z 43.4 35t
Intrinsic Value Realized by Employ: 14.1 67.€ 27.¢
Realized Tax Benef 57 26.7 10.C
Fair Value of Shares that Vest 98.2 82.7 82¢

As of December 31, 2008, we had $7.8 mmlldd unrecognized compensation cost related taitivested portion of outstanding stock
option awards, of which $6.2 million is expected®recognized during 2009.

The following table summarizes additiondbrmation about stock options outstanding at Ddmam31, 2008 (stock options in thousands):

Outstanding Exercisable Weighted-
Average
Remaining
Range of OSpttci)ng:s Aggregate OSpttci)ng:s Aggregate Contractual
Exercise Intrinsic Intrinsic
Prices Value * Value * Life
(In millions) (In millions)
(In years)
$20.00- $ 40.0C 1,215 $ — 1,215 $ — 3.6
$40.00- $ 60.0C 3,00¢ — 3,00¢ — 3.8
$60.00- $ 80.0C 1,00( — 43C — 6.7
$80.00- $100.0( 837 — 14 — 8.€
6,05¢ $ — 4,66¢ $ —

*

No stock options are currently outstanding withexercise price below Constellation Energy's stawepat December 31, 200

Restricted Stock Awards

In addition to stock options, we issue common stoeked on meeting certain service goals. This stests to participants at various times
ranging from one to five years if the service gaalks met. In accordance with SFAS No. 123R, we @acfor our service-based awards as
equity awards, whereby we recognize the value®htlarket price of the underlying stock on the @ditgrant to compensation expense ove
service period either ratably or in tranches (dejpenif the award has cliff or graded vesting).

We recorded compensation expense relatedrteestricted stock awards of $46.6 million ir080$35.8 million in 2007, and $24.5 milli
in 2006. The tax benefits received associated aitrestricted awards were $20.1 million in 200B7.$ million in 2007, and $10.9 million in
2006. Summarized share information for our restdatock awards is as follows:

2008 2007 2006
(Shares in thousands

Outstanding, beginning of ye 1,32z 1,207 1,272
Granted 36& 71C 511
Released to participan (53€) (552) (502
Cancelec (11¢) (43 (74)

Outstanding, end of ye: 1,03: 1,322 1,207

Weightec-average fair value of restricted stock granted §heare $94.62 $75.2¢ $58.6¢

Total fair value of shares for which restrictiorsHapsed (in millions $ 49.7 $ 44t $ 27.€

As of December 31, 2008, we had $22.9 amlbf unrecognized compensation cost related taitivested portion of outstanding restric
stock awards expected to be recognized within en88th period. At December 31, 2008, we have recbiméCommon shareholders' equity"
approximately $47.8 million and approximately $4éhBlion at December 31, 2007 for the unvestediporof service-based restricted stock
granted from 2006 until 2008 to officers and otbeployees that is contingently redeemable in casim @ change in control.

Performance-Based Units

In accordance with SFAS No. 123R, we recognize @reation expense ratably for our performance-bagedds, which are classified as
liability awards, for which the fair value of thevard is remeasured at each reporting period. Eaithsuequivalent to $1 in value and cliff ve
at the end of a thr-year service and performance period. The levebgbpt is based on the achievement of certain pegoce goals at tr



end of the three-year period and will be settledaish. In 2008, we recorded a reduction of compgEmsaxpense of $3.2 million due to lower
anticipated achievement. We reported compensatiperse of $17.6 million in 2007, and $24.0 milliar2006 for these awards. During the
12 months ended December 31, 2008, our 2005 peafuzaabased unit award vested and we paid $24.bmill cash to settle the award.
During the 12 months ended December 31, 2007, @24 performance-based unit award vested and weRi&id million in cash to settle the
award. As of December 31, 2008 we had $3.7 millibunrecognized compensation cost related to tiested portion of outstanding
performance-based unit awards expected to be remmhwithin a 26-month period.

Equity-Based Grants

We recorded compensation expense of $0.9 millic0i®8, $0.9 million in 2007, and $0.6 million in(related to equity-based grants to
members of the Board of Directors.
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15 Merger and Acquisitions

Investment Agreement with EDF Group

On December 17, 2008, we entered into an Investigrgement with EDF under which EDF will purchasanf us a 49.99% membership
interest in our nuclear generation and operatiginass for $4.5 billion (subject to certain adjustits).

In connection with this transaction, weussg 10,000 shares of 8% Series B Preferred StoEbtfor an aggregate value of $1 billion.
This $1 billion will be subsequently credited agaithe $4.5 billion purchase price for EDF's mersbgrinterest at the time of closing. At that
time, EDF will surrender all of the shares of SeifePreferred Stock to us. We discuss the 8% SBriaieferred Stock in more detail in
Note 9.

The Investment Agreement also includessaeigput arrangement that provides us with additilbeuidity of up to $2 billion. Pursuant to
the put arrangement, we can exercise an optiongfir®@ecember 31, 2010 (or the termination of theedtment Agreement by EDF due to our
breach of the Investment Agreement), to require Eb&cquire certain non-nuclear generation as$éts execution of this put arrangement is
subject to regulatory approval. We discuss thidifaén more detail inNote 8.

In connection with these transactions, Eak reimbursed us $150 million for transaction soshich is in addition to the purchase price,
has agreed to make certain other payments, anal$mgrovided us with a $600 million interim badgstiquidity facility. We discuss this
facility in more detail inNote 8.

Prior to closing, we will transfer to owialear generation and operation business transactiith a negative mark-to-market value not to
exceed $700 million in the aggregate using a 1086adint rate. This transfer will occur in a maniat is to be determined and to be mutually
acceptable to Constellation Energy and EDF.

Constellation Energy and EDF are workingltse the Investment Agreement in the third quart®009. The Investment Agreement
contains certain termination rights for both Coliaten Energy and EDF. If the Investment Agreemisrierminated for a failure of the closing
to occur after all regulatory approvals have begtaioed, EDF will be required to pay Constellatiemergy a termination fee of $175 million.

In addition, if the Investment Agreementaaminated, the Series B Preferred Stock willdaeemed at the later of the date of termination
or December 31, 2009 for $1 billion aggregate ppalcamount of 10% Senior Notes of Constellatioeigy due June 30, 2010.

We have agreed that the maximum aggregdiity of EDF for losses or damages in connectioth the Investment Agreement would
limited to $1.5 billion. Our recourse for the figt billion in losses or damages is limited to 8ezies B Preferred Stock or if the Series B
Preferred Stock has been redeemed, the 10% Seaoies Wr any cash received upon redemption.

Termination of Merger Agreement with MidAmerican

On December 17, 2008 Constellation Energy and MidAcan agreed to terminate the Agreement and Ri&fegyer the parties entered into
on September 19, 2008.

In connection with the termination and cersion of our Series A Preferred Stock, we mad&irepayments and issued certain securities
to MidAmerican. Specifically, we:

. paid MidAmerican the $175 million merger terminatiee,

. paid MidAmerican approximately $418 million in lief the number of shares of our common stock (\hhte$26.50 per share)
that were due to MidAmerican on the conversion@fe&s A Preferred Stock but that could not be idsliee to regulatory
limitations,

. issued and delivered a total of 19,897,322 shdresrocommon stock, representing 9.99% of our totastanding comma

shares (after giving effect to the issuance, dwngonversion of the Series A Preferred Stock)fdirevalue of the common
stock on the date of issuance was estimated t&D2.6 million based on the stock price at the tohissuance, and

. delivered to MidAmerican 14% Senior Notes in thgragate principal amount of $1.0 billion, also Bdwpon the conversion
the Series A Preferred Stock.

We discuss the merger termination fee imenttetail inNote 2. We discuss the conversion of the Series A PredieBtock into cash, our
common shares and 14% Senior Notes in more detilibie 9.

Nufcor International Limited

On June 26, 2008, we acquired Nufcor Internatiduraited (Nufcor). We include Nufcor as part of datobal Commodities operations in our
merchant energy business segment and have inciisdexgults of operations in our consolidated friahstatements since the date of
acquisition. Nufcor is a uranium market participtivait provides marketing services to uranium predsicutilities and an investment fund in
North American and European marke



We acquired 100% ownership of Nufcor fo8$B million, including direct costs, of which $104million was paid in cash at closing.
Subsequent to closing, we received $3.1 milliorklfeam the seller as a result of adjustments tochti§ net assets. As part of the purchase
acquired $37.3 million in cash.
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Our final purchase price allocation relatedufcor is as follows:

At June 26, 200¢

(In millions)
Cash $ 37.2
Fuel stock: 126.¢
Other current asse 8.5
Total current asse 172.¢
Goodwill (1)(2) 6.3
Other asset 30.4
Total assets acquire 209.:
Shor-term borrowings (28.0
Unamortized energy contract liabiliti (15.¢)
Other current liabilitie: (29.7)
Total current liabilities (73.5)
Unamortized energy contract liabiliti (33.0
Total liabilities (106.5)
Net assets acquire $ 102.¢

(1) Not deductible for tax purposes.

(2) Amount has been subsequently charged to expemsetas our merchant energy goodwill impairment @&recorded during 200¢

The pro-forma impact of the Nufcor acquisitwould not have been material to our resultsperations for the years ended December 31,
2008, 2007, and 2006.

West Valley Power Plant

On June 1, 2008, we acquired the West Valley P&®iart, a 200 MW gas-fired peaking plant locatetdiah for approximately $88.6 million
(including direct costs). We accounted for thisig@ction as an asset acquisition and have inclideglant's results of operations in the
Generation operations of our merchant energy basisegment since the date of acquisition. We a#ddhe purchase price primarily to the
equipment with lesser amounts allocated to landspade parts inventory.

Hillabee Energy Center

On February 14, 2008, we acquired the Hillabee ggn€enter, a partially completed 774 MW gas-firethbined cycle power generation
facility located in Alabama for $156.9 million (ilucling direct costs), which we accounted for assset acquisition. We allocated the purc
price primarily to the equipment with lesser amasueaitocated to land and contracts acquired. We tgdaomplete the construction of this
facility and expect it to be ready for commercipkaation in late 2009.

Cornerstone Energy

On July 1, 2007, we acquired Cornerstone Energy,(lREI). We include CEI, part of our retail comigieé supply operation, in our merchant
energy business segment and have included itdsexfudperations in our consolidated financialetatnts since the date of acquisition. CEl
provides natural gas supply and related servicesitumercial, industrial and institutional customacsoss the central United States. CEl is
expected to add approximately 100 billion cubid fegfenatural gas to our annual volumes served.

We acquired 100% ownership for $108.3 wnilliwhich we paid in cash. As part of the purchageacquired $7.3 million in cash.

The total consideration for accounting msgs, consisting of cash and other noncash coasiierincluding the fair value of certain
preexisting contracts with CEI, was equal to $13Wikion.

Our final purchase price allocation for tiet assets acquired is as follows:

At July 1, 2007

(In millions)
Cash $ 7.3
Other Current Asse! 89.¢
Total Current Asset 96.¢

Goodwill (1)(2) 103.2



Net Property, Plant and Equipme 0.t

Other Asset: 6.7
Total Assets Acquire 207.t
Current Liabilities (66.%)
Deferred Credits and Other Liabiliti (3.6)
Total Liabilities (69.9
Net Assets Acquire $ 137.€

(D) Approximately $99 million is deductible for tax poses

(2)  Amount has been subsequently charged to expemsatasf our merchant energy goodwill impairment gfgrecorded during 200¢

The pro-forma impact of the CEIl acquisitisauld not have been material to our results ofatpens for the years ended December 31,
2007 and 2006.

Acquisitions of Working Interests in Gas ProducingFields

In 2007, we acquired working interests of 41% ab#h5n two gas and oil producing properties in Oblaia for $208.9 million, subject to
closing adjustments. We purchased leases, produeig, inventory, and related equipment. We hawtuded the results of operations from
these properties in our merchant energy businggaesg since the date of acquisition.

Our purchase price was allocated to theassets acquired as follows:

At March 23, 2007

(In millions)

Property, Plant and Equipme
Inventory $ 0.2
Unproved propert 28.¢
Proved propert 179.¢
Net Assets Acquire $ 208.¢

The pro-forma impact of the acquisitiortldse working interests would not have been materieur results of operations for the years
ended December 31, 2007 and 2006.
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1 6 Related Party Transactions

Constellation Energy

On March 31, 2008, our merchant energy busineskitsolvorking interest in 83 oil and natural gasdarcing wells in Oklahoma to CEP, an
equity method investment of Constellation Energy tbtal proceeds of approximately $53 million. @uerchant energy business recognized a
$14.3 million gain, net of the minority interestigaf $0.7 million on the sale and exclusive of @8t5% ownership interest in CEP. This gain
is recorded in "Gains on Sales of Assets" in oungdtidated Statements of Income (Loss).

BGE—Income Statement

BGE is obligated to provide market-based stand#fed eervice to all of its electric customers farying periods. Bidding to supply BGE's
market-based standard offer service to electritoouers will occur from time to time through a cortitiee bidding process approved by the
Maryland PSC.

Our merchant energy business will suppbpeion of BGE's market-based standard offer sergigligation to residential electric
customers through May 31, 2011.

The cost of BGE's purchased energy fronreguiated subsidiaries of Constellation Energy &etits standard offer service obligation
was as follows:

Year Ended December 3 2008 2007 2006
(In millions)
Electricity purchased for resale expen $802.C $1,139.¢ $1,062.(

In addition, Constellation Energy charg&sEfor the costs of certain corporate functiongt&ie costs are directly assigned to BGE. We
allocate other corporate function costs basedtotahpercentage of expected use by BGE. We beti@gemethod of allocation is reasonable
and approximates the cost BGE would have incurseahaunaffiliated entity.

The following table presents the costs @alaion Energy charged to BGE in each period.

Year ended December 3 2008 2007 2006
(In millions)
Charges to BGI $153.¢ $160.¢ $148.¢

BGE—Balance Sheet

BGE participates in a cash pool under a Master DeiniNote agreement with Constellation Energy. Unldisrarrangement, participating
subsidiaries may invest in or borrow from the pabinarket interest rates. Constellation Energy adars the pool and invests excess cash in
short-term investments or issues commercial paperanage consolidated cash requirements. Undearttiagement, BGE had invested
$148.8 million at December 31, 2008 and $78.4 arilliat December 31, 2007.

BGE's Consolidated Balance Sheets inclntggdéompany amounts related to corporate funciien®rmed at the Constellation Energy
holding company, BGE's purchases to meet its stdraféer service obligation, BGE's charges to Celtation Energy and its nonregulated
affiliates for certain services it provides themgdhe participation of BGE's employees in the @atetion Energy defined benefit plans.

We believe our allocation methods are reabte and approximate the costs that would be elaigunaffiliated entities.
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17 Quarterly Financial Data (Unaudited)

Our quarterly financial information has not beedited but, in management's opinion, includes glisithents necessary for a fair statement.
Our business is seasonal in nature with the pdek pariods generally occurring during the sumnmelainter months. Accordingly,
comparisons among quarters of a year may not represerall trends and changes in operations.

2008 Quarterly Date—Constellation Energy

Income  Earnings (Loss) 2008 Quarterly Data—BGE
Income (Loss) Per Share
Income (Loss)  Applicable to from Income (Loss'
(Loss) from Continuing Earnings (Loss) Earnings (Loss)
Revenue from Continuing Common Operations— Per Share of Common Revenue from Applicable to
Operations Operations Stock Diluted Stock—Diluted Operations Common Stock
(In millions, except per share amount: (In millions)
Quarter Ender Quarter Ender
March 31 $ 4812.: % 254.. $ 145.7 $ 145.7 $ 0.81% 0.81 March 31 $ 1,105.¢ $ 137.7 % 73.C
June 3( 4,756.: 3315 171t 171t 0.95 0.9t June 3( 636.¢ (131.)) (107.9)
September & 5,323.¢ (228.4) (225.%) (225.%) (1.27) (1.27) September ! 977.¢ 69.€ 19.¢
December 3. 4,926. (1,335.7) (1,405.9 (1,405.9 (7.75) (7.75) December 3 983.2 106.2 52.¢
Year Endec Year Endec
December 3 $19,818.: $ (978.)% (1,314.9% (1,314.9% (7.39% (7.39) December 3 $ 3,703.7 $ 182.t $ 38.2

The sum of the quarterly earnings per share amonnatg not equal the total for the year due to theot$ of rounding and dilution as a resul
issuing common shares during the year. Constelidinergy revenues for the quarter ended March 8082and June 30, 2008 have been
reclassified to conform with the current preseraati

First quarter results include:

. a $3.9 million after-tax charge for the impairmehtertain of our nuclear decommissioning trusifimvestments,
. a $6.6 million tax benefit related to the anticgzhfinalization of the Maryland settlement agreetnand
. a $9.1 million after-tax gain on the sale of certaprking interests in an upstream gas property.

Second quarter results include:

. a $2.4 million afte-tax charge for the impairment of certain of ourleac decommissioning trust fund investme

. a $13.4 million afte-tax charge related to the wi-down of our emission allowance invento

. a $125.3 million after-tax charge related to the-time $170 residential electric customer credétesl to the Maryland
settlement agreement,

. a $2.1 million tax benefit related to the Maryless®ltlement agreement, a

. a $46.2 million afte-tax gain on the sale of certain working interestapstream gas propertit

Third quarter results include:

a $169.1 million after-tax charge for the impairmehgoodwill,

a $86.6 million afte-tax charge for the impairments of certain of ousteglam gas propertie

a $34.2 million afte-tax charge for the impairment of our investmenCEP LLC,

a $22.8 million afte-tax charge related to the wi-down of our emission allowance invento

a $15.3 million afte-tax charge for the impairment of certain of ourleac decommissioning trust fund investme
a $18.9 million afte-tax gain on the sale of a dry bulk vessel in oipihg joint venture

merger and strategic alternatives costs totalirg3illion afte-tax, of which BGE recorded $10.6 million a-tax,
estimated settlement costs totaling $8.9 milliderafax related to a class action complaint allggish placement at a third party
site damaged surrounding properties,

. workforce reduction costs totaling $1.6 millionea-tax related to our Customer Supply operations,

. a $2.0 million tax benefit related to the Marylssettlement agreemer

Fourth quarter results include:

. a $119.8 million after-tax charge for the impairrtseof certain of our upstream gas properties,

. a $50.6 million loss aft-tax for an impairment of our investment in CEP La@d a marketable security held by our Glc
Commodities operations,

. a $7.5 million after-tax gain related to the reagve the value of our emission allowance inventory

. a $60.4 million after-tax charge for the impairmehtertain of our nuclear decommissioning trusicfinvestments,
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. a $39.3 million afte-tax loss on the sale of certain upstream gas pliept

. merger termination and strategic alternatives doséding $1,167.1 million after-tax, of which BGEcorded a cost reduction of
$10.6 million after-tax associated with the re-adlthon of costs prior to EDF transaction to our chant energy segment,

. workforce reduction costs totaling $11.8 milliories-tax related to our compa-wide reduction in force

. a $0.6 afte-tax benefit for an adjustment to the estimatedesatint costs relating to the class action ash piacé complaint

. a $2.1 million afte-tax charge for an adjustment to the impairmentoafdyvill,

. a $1.2 million loss after-tax related to a finaletrup of the one-time $170 residential electric@wer credit related to the
Maryland settlement agreement, and

. a $5.3 million tax benefit related to the Marylesettlement agreemet

We discuss these items\pte 2.

2007 Quarterly Date—Constellation Energy

Earnings Per 2007 Quarterly Date—BGE
Earnings  Share from Eag;:gges ;er Earnings
Income from Applicable to Continuing Common Applicable to
Revenue /ncome from o Operations— g1 piluted Revenue Income from
Continuing  Common Common
Operations Operations Stock Diluted Operations Stock
(In millions, except per share amount: (In millions)
Quarter Ende: Quarter Ender
March31  $ 5,111.. $ 302« $ 1972 $ 195.7 $ 1.0¢ $ 1.07 March31 § 922.1 $ 136.C $ 66.C
June 3( 4,876. 154.¢ 116.% 116.2 0.64 0.64 June 3( 707.1 50.E 13.€
September & 5,856.¢ 425.] 250.7 251.¢ 1.37 1.3¢ September ! 896.¢ 66.5 24 .4
December 3. 5,349.¢ 452t 258.1 258.1 1.4z 1.4z December 3 892.« 81.2 22.€
Year Endec Year Endec
December 3 $21,193.0 $ 1,334 $ 822.2 $ 821t $ 451 $ 4.5C December 3 $ 3,418.! $ 334.: $ 126.€

The sum of the quarterly earnings per share amonnatg not equal the total for the year due to theot$ of rounding and dilution as a resul
issuing common shares during the year. Constelidinergy revenues for the quarter ended March 80,72and June 30, 2007 have been
reclassified to conform with the current presertati

First quarter results include:
. a $1.6 million loss aft-tax for the discontinued operations of our High &egacility.

Second quarter results include:

. a $8.0 million gain aftetax on sales of equity of CE
. a $12.2 million charge aft-tax related to a cancelled wind development progud
. workforce reduction costs totaling $1.4 millionea-tax.

Third quarter results include:

. a $24.3 million gain after-tax on sales of equityC&P, and
. a $0.6 million loss after-tax for the discontinugzkrations of our Hawaiian geothermal facility, and
. a $1.3 million gain after-tax for the discontinuggerations of our High Desert Facility.

Fourth quarter results include:
. a $6.9 million gain after-tax on sales of equityGEP.
We discuss these itemsNote 2.
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Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure

None.

Items 9A and 9A(T). Controls and Procedures
Evaluation of Disclosure Controls and Procedur

The principal executive officers and principal ficéal officers of both Constellation Energy and BGdve evaluated the effectiveness of the
disclosure controls and procedures (as such tedefised in Rules 13a-15(e) and 15d-15(e) undeBSt#wurities Exchange Act of 1934, as
amended (the "Exchange Act")) as of December 308 Zthe "Evaluation Date"). Based on such evaluasoich officers have concluded that,
as of the Evaluation Date, Constellation Energygts RGE's disclosure controls and procedures aeetafe.

Internal Control Over Financial Reporting

Each of Constellation Energy and BGE maintainsséesy of internal control over financial reportirgydefined in Exchange Act Rule 13a-15
(. The Management's Reports on Internal Contragr@-inancial Reporting of each of Constellatiorefgyy and BGE are included item 8.
Financial Statements and Supplementary Lincluded in this report. As BGE is not an acceleddiler as defined in Exchange Act Rule 12b-
its Management's Report on Internal Control Oveahkcial Reporting is not deemed to be filed forpmges of Section 18 of the Exchange Act
as permitted by the rules and regulations of theufges and Exchange Commission.

Changes in Internal Control

During the quarter ended December 31, 2008, thesdoben no change in either Constellation Eneayg\BS5E's internal control over financial
reporting (as such term is defined in Rules 134} E5(d 15d-15(f) under the Exchange Act) that hasemially affected, or is reasonably likely
to materially affect, either Constellation EnergydBGE's internal control over financial reporting

Item 9B. Other Information

None.

PART IlI

BGE meets the conditions set forth in General Utsion I(1)(a) and (b) of Form 1K-for a reduced disclosure format. Accordingly,itéms in
this section related to BGE are not presented.

Item 10. Directors and Executive Officers of the Rgistrant

The information required by this item with respextlirectors will be set forth und&lection of Directorsn the Proxy Statement and
incorporated herein by reference.

The information required by this item withspect to executive officers of Constellation Eye&roup, pursuant to instruction 3 of
paragraph (b) of Item 401 of Regulation S-K, isfeeth following Item 4 of Part | of this Form 10-hderExecutive Officers of the Registrant

Item 11. Executive Compensation

The information required by this item will be setth underExecutive and Director CompensatiandReport of Compensation Commitiae
the Proxy Statement and incorporated herein byeate.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Shareholder Matter



The additional information required by this itemivaie set forth undeBtock Ownership the Proxy Statement and incorporated herein by
reference.
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Equity Compensation Plan Information

The following table reflects our equity compensatdan information as of December 31, 2008:

(@) (©)
Number of (b)
securities
to be issued upon  Wweighted-average Number of securities
exercise of exercise price of remaining

outstanding options  outstanding options  available for future issuance
under equity compensation

warrants, and rights warrants, and plans (excluding securities
Plan Category rights reflected in item (a))
(In thousands) (In thousands)
Equity compensation plans approved by securityérs| 522( $ 62.7¢ 8,73(
Equity compensation plans not approved by security
holders 83 $ 42.5¢ —
Total 6,05¢ $ 59.9¢ 8,73(

The plans that do not require shareholder appraneathe Constellation Energy Group, Inc. 2002 SeMimnagement Long-erm Incentive Pla
(Designated as Exhibit No. 10(m)) and the CondieligEnergy Group, Inc. Management Long-Term InisenPlan (Designated as Exhibit
No. 10(n)). A brief description of the material fiei@es of each of these plans is set forth be

2002 Senior Management Long-Term Incentive Plan

The 2002 Senior Management Long-Term Incentive B&rame effective May 24, 2002 and authorizedsbeance of up to 4,000,000 shares
of Constellation Energy common stock in connectigtin the grant of equity awards. No further awandlé be made under this plan. Any
shares covered by an outstanding award that isifed or cancelled, expires or is settled in caghbecome available for issuance under the
shareholder-approved 2007 Long-Term Incentive Fimares delivered pursuant to awards under thismky be authorized and unissued
shares or shares purchased on the open marketdardacce with the applicable securities laws. Raett stock, restricted stock unit, and
performance unit award payouts will be acceleratrgdi stock options and stock appreciation rightagywiill be paid in cash in the event of a
change in control, as defined in the plan. The gaadministered by Constellation Energy's Chie¢étrive Officer.

Management Lon-Term Incentive Plan

The Management Long-Term Incentive Plan becametafieFebruary 1, 1998 and authorized the issuahop to 3,000,000 shares of
Constellation Energy common stock in connectiorliie grant of equity awards. No further awards$ el made under this plan. Any shares
covered by an outstanding award that is forfeitedamcelled, expires or is settled in cash willdree available for issuance under the
shareholder-approved 2007 Long-Term Incentive Piwares delivered pursuant to awards under thenpéanbe authorized and unissued
shares or shares purchased on the open marketdrdaace with applicable securities laws. Restlisteck, restricted stock units, and
performance unit award payouts will be acceleratedi stock options and stock appreciation rightsheitome fully exercisable in the event of
a change in control, as defined by the plan. The [ administered by Constellation Energy's Chigcutive Officer.

Item 13. Certain Relationships and Related Transaains, and Director Independence

The additional information required by this itendlvgie set forth undeRelated Persons TransactioasdDetermination of Independenaethe
Proxy Statement and incorporated herein by referenc

Item 14. Principal Accountant Fees and Services

The information required by this item will be setth underRatification of PricewaterhouseCoopers LLP as Iretefent Registered Public
Accounting Firm for 200in the Proxy Statement and incorporated hereirefgrence.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed as a parhi Report:

1. Financial Statement
Reports of Independent Registered Public Accourfiing dated February 27, 2009 of Pricewaterhouse€xsoLLP
Consolidated Statements of Income (L—Constellation Energy Group for three years endeceBwwer 31, 200
Consolidated Balance She—Constellation Energy Group at December 31, 2008Q@wkember 31, 20C
Consolidated Statements of Cash F—Constellation Energy Group for three years endecebBer 31, 200
Consolidated Statements of Common Shareholderstyeapd Comprehensive Inco—Constellation Energy Group for three ye

ended December 31, 20

Consolidated Statements of Incc—Baltimore Gas and Electric Company for three yeaded December 31, 20
Consolidated Balance She—Baltimore Gas and Electric Company at DecembefB@8 and December 31, 20
Consolidated Statements of Cash FI—Baltimore Gas and Electric Company for three yeaided December 31, 20
Notes to Consolidated Financial Stateme

2. Financial Statement Schedul
Schedule —Valuation and Qualifying Accoun
Schedules other than Schedule Il are omitted aapyicable or not require

3. Exhibits Required by Item 601 of Regulatio-K.

Exhibit
Number
*2

— Agreement and Plan of Share Exchange between Ba#iBas and Electric Company and Constellationdgnéroup, Inc
dated as of February 19, 1999. (Designated as Exiib 2 to the Registration Statement on Form &ted March 3, 1999,
File No. 3-64799.)

*2(a)— Agreement and Plan of Reorganization and Corpd@aparation (Nuclear). (Designated as Exhibit2{a) to the Current

Report on Form-K dated July 7, 2000, File Nos-12869 and -1910.)

*2(b)— Agreement and Plan of Reorganization and Corp&apmaration (Fossil). (Designated as Exhibit No) &flihe Current Repa

on Form K dated July 7, 2000, File Nos-12869 and -1910.)

*2(c)— Termination Agreement, dated December 17, 200&nil among Constellation Energy Group, Inc., Galaton

Generation Il, LLC, Constellation Power Source Gatien, Inc., MidAmerican Energy Holdings CompaMEHC Merger
Sub Inc., MEHC Investment, Inc. and ElectriciteFdance International S.A. (Designated as Exhilditt8.the Current Report
on Form {-K dated December 17, 2008, File N-12869.)

*2(d)— Master Put Option and Membership Interest PurcAaseement, dated as of December 17, 2008, by ameh@i@onstellatiol

Energy Group, Inc., EDF Development, Inc. and Eieité de France International, S.A. (DesignatedEghibit No. 21 to the
Current Report on Forr-K dated December 17, 2008, File N-12869.)

*3(a)— Articles Supplementary to the Charter of Conatelh Energy Group, Inc. as of December 17, 20D8signated as Exhibit

No. 3.1 to the Current Report on Fori-K dated December 17, 2008, File N-12869.)

*3(b)— Articles Supplementary to the Charter of ConstelfaEnergy Group, Inc. as of September 19, 2008signhated as Exhik

No. 3.1 to the Current Report on For-K dated September 19, 2008, File N-12869.)

3(c)— Certificate of Correction to Articles Supplemantto the Charter of Constellation Energy Groug, las of November 25,

2008.
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*3(d)—
*3(e)—
*3(f) —
*3(9)0—
*3(h)—

*3(1) —

Articles of Amendment to the Charter of Constalia Energy Group, Inc. as of July 21, 2008. (Deatgd as Exhibit No. 3(a) to
the Quarterly Report on Form-Q dated June 30, 2008, File No-12869 and -1910.)

Articles Supplementary to the Charter of Conatelh Energy Group, Inc. as of April 10, 2007. (Dested as Exhibit 3(a) to the
Current Report on Fornm-K dated April 10, 2007, File No.-12869.)

Articles Supplementary to the Charter of ConstiellaEnergy Group, Inc. as of November 20, 2001 s{@r=ated as Exhibit No.
(e) to the Annual Report on Form-K for the year ended December 31, 2001, File N-12869 and -1910.)

Certificate of Correction to the Charter of Conlstin Energy Group, Inc. as of September 13, 1998signated as Exhik

No. 3(c) to the Annual Report on Form-K for the year ended December 31, 1999, File N-12869 and -1910.)

Articles Supplementary to the Charter of Conatelh Energy Group, Inc., as of July 19, 1999. (Bested as Exhibit No. 3(a) to
the Quarterly Report on Form-Q for the quarter ended June 30, 1999, File N-12869 and -1910.)

Articles of Amendment and Restatement of Coretieth Energy Group, Inc. as of April 30, 1999. ([gested as Appendix B to
Pos-Effective Amendment No. 1 to the Registration Stetat on Form -4 filed March 3, 1999, File No. -64799.)



*3() —
*3(K)—
*3() —

“4(a)—
*4(b)—

*4(c)—

*4(d)—

“4(e)—

*4(f) —

*4(9)—
*4(hy—

*4(i) —

Bylaws of Constellation Energy Group, Inc., asaded to July 18, 2008. (Designated as Exhibit3\o. the Current Report on
Form ¢-K dated July 18, 2008, File No-12869.)

Charter of BGE, restated as of August 16, 1996si@mted as Exhibit No. 3 to the Quarterly ReparForm 1(-Q for the quarte
ended September 30, 1996, File N-1910.)

Bylaws of BGE, as amended to October 16, 1998si@hated as Exhibit No. 3 to the Quarterly ReparEorm 10-Q for the
guarter ended September 30, 1998, File 1-1910.)

Indenture between Constellation Energy Group, &nc the Bank of New York, Trustee dated as ofdd@4, 1999. (Designated
as Exhibit No. 4(a) to the Registration StatemenForm $-3 dated March 29, 1999, File No. -75217.)

First Supplemental Indenture between ConstellaEoargy Group, Inc. and the Bank of New York, Trestated as ¢

January 24, 2003. (Designated as Exhibit No. 4(lthé¢ Registration Statement on Form S-3 datedaigr4, 2003, File No. 333-
102723.)

Indenture dated June 19, 2008 between Constell&tnergy Group, Inc. and Deutsche Bank Trust Camppanericas, as trustee.
(Designated as Exhibit No. 4(a) to the Quarterlp&teon Form 10-Q for the quarter ended June 308 2Bile Nos. 1-12869 and
1-1910.)

Indenture dated July 1, 1985, between BGE andBEmk of New York (Successor to Mercantile-Safe @gfpand Trust
Company), Trustee. (Designated as Exhibit 4(ah¢oRegistration Statement on Form S-3, File N88243); as supplemented
Supplemental Indentures dated as of October 1, (B83ignated as Exhibit 4(a) to the Current ReporForm 8-K, dated
November 13, 1987, File N0o-1910) and as of January 26, 1993 (Designated hbE#(b) to the Current Report on Form 8-K,
dated January 29, 1993, File N-1910.)

Form of Subordinated Indenture between the CompanyThe Bank of New York, as Trustee in connectvih the issuance ¢
the Junior Subordinated Debentures. (Designat&khibit 4(d) to the Registration Statement on F&+8 dated August 5, 2003,
File No. 33:-107681.)

Form of Supplemental Indenture between the CompadyThe Bank of New York, as Trustee in connectiith the issuances 1
the Junior Subordinated Debentures. (Designat&kiaibit 4(e) to the Registration Statement on F&8 dated August 5, 2003,
File No. 33:-107681.)

Form of Preferred Securities Guarantee (DesighaseExhibit 4(f) to the Registration Statementonm S-3 dated August 5,
2003, File No. 33-107681.)

Form of Junior Subordinated Debenture (Designasexdibit 4(h) to the Registration Statement omf&-3 dated August £
2003, File No. 33-107681.)

Form of Amended and Restated Declaration of Tiastyding Form of Preferred Security) (Designatedeahibit 4(c) to the
Registration Statement on Forr-3 dated August 5, 2003, File No. -107681.)
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*4() —
*4(K) —

*4(1) —

“4(m)—

*4(n) —

*4(0) —

*4(p) —
+*10(a) —
+1C(b) —
10(c) —
+10(d) —
+10(e) —
+1C(f) —
+*10(9) —
+1C(h) —
+1C()) —

+10() —

Indenture dated as of July 24, 2006 between Cdattel Energy Group, Inc. and Deutsche Bank Trush@any Americas, ¢
trustee. (Designated as Exhibit 4(a) to the Regfisin Statement on Forn-3 filed July 24, 2006, File No. 3-135991.)

First Supplemental Indenture between Constehidnergy Group, Inc. and Deutsche Bank Trust Companericas, as trustee,
dated as of June 27, 2008. (Designated as Exhihit4) to the Current Report on Form 8-K datecea® 2008, File No. 1-
12869.)

Indenture dated as of July 24, 2006 betweentBatt Gas and Electric Company and Deutsche Banst Gompany Americas,
as trustee. (Designated as Exhibit 4(b) to the Region Statement on Forn-3 filed July 24, 2006, File No. 3-135991.)
First Supplemental Indenture between Baltimore &al Electric Company and Deutsche Bank Trust Gompmericas, as
trustee, dated as of October 13, 2006. (Desigresdekhibit 4(a) to the Quarterly Report on FormQ@or the quarter ended
September 30, 2006, File No-12869 and -1910.)

Indenture dated as of June 29, 2007, by and leetR&B BondCo LLC and Deutsche Bank Trust Compamgidcas, as Trustee
and Securities Intermediary. (Designated as ExHiliitto the Current Report on Fori-K dated July 5, 2007, File No-1910.)
Series Supplement to Indenture dated as of Jun20®29, by and between RSB BondCo LLC and Deutschm& Baust Compan'
Americas, as Trustee and Securities Intermediaggiihated as Exhibit 4.2 to the Current Report@mi8-K dated July 5,
2007, File No. -1910.)

Replacement Capital Covenant dated June 27, 2D@8ignated as Exhibit No. 4(b) to the Current ReporForm -K dated
June 30, 2008, File No-12869.)

Executive Annual Incentive Plan of ConstellatioreEyy Group, Inc., as amended and restated. (Ddasidji@a Exhibit No. 10(c
to the Quarterly Report on Form-Q for the quarter ended September30, 2008, File 112869 and -1910.)

Constellation Energy Group, Inc. Nonqualified Dedekr Compensation Plan, as amended and res

Constellation Energy Group, Inc. Deferred Compeara®lan for No-Employee Directors, as amended and rest
Constellation Energy Group, Inc. Benefits Restoraflan, as amended and resta

Constellation Energy Group, Inc. Supplemental RenBilan, as amended and resta

Constellation Energy Group, Inc. Senior Executiup@emental Plan, as amended and rest

Constellation Energy Group, Inc. Supplementaldign Plan, as amended and restated. (Designatégtsisit No. 10(a) to the
Quarterly Report on Form -Q for the quarter ended June 30, 2008, File N-12869 and -1910.)

Second amended and restated change in controksmesagreement between Constellation Energy Ginapand Mayo A
Shattuck I11.

Second amended and restated change in controbseecagreement between Constellation Energy Ginapand John
Collins.

Constellation Energy Group, Inc. 1995 Long-Tenwoentive Plan, as amended and restated. (DesigaatEghibit No. 10(b) to



+*10(k) —
+*10(l) —

+*10(m)—

the Quarterly Report on Form-Q for the quarter ended September 30, 2004, Fike 0-12869 and -1910.)

Constellation Energy Group, Inc. Executive Lorgi Incentive Plan, as amended and restated. (Basig) as Exhibit 10(b) to
the Quarterly Report on Form-Q for the quarter ended September 30, 2006, Fik 0-12869 and -1910.)

Constellation Energy Group, Inc. 2002 Executive #airincentive Plan, as amended and restated. (Deeid as Exhibit 10(0)
the Annual Report on Form -K for the year ended December 31, 2006, File N-12869 and -1910.)

Constellation Energy Group, Inc. 2002 Senior Mamag@ Lon¢-Term Incentive Plan, as amended and restated. dBegsid a
Exhibit 10(c) to the Quarterly Report on Forn-Q for the quarter ended September 30, 2006, Fike §-12869 and -1910.)
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21

Constellation Energy Group, Inc. Management L@egm Incentive Plan, as amended and restated.dbegsid as Exhibit 10(d)
to the Quarterly Report on Form-Q for the quarter ended September 30, 2006, Fik §-12869 and -1910.)

Constellation Energy Group, Inc. 2007 L+-Term Incentive Plan, as amended and restated.dBesid as Exhibit 10(a) to tl
Quarterly Report on Form -Q for the quarter ended March 31, 2008, File N-12869 and -1910.)

Grantor Trust Agreement Dated as of February 204 2tween Constellation Energy Group, Inc. anib@itk, N.A.
(Designated as Exhibit No. 10(d) to the Quartergp®t on Form 10-Q for the quarter ended June @04 2File Nos. 1-12869
and ~1910.)

Grantor Trust Agreement dated as of February 204 2@tween Constellation Energy Group, Inc. andwe Price Trus
Company. (Designated as Exhibit No. 10(b) to tharf@uly Report on Form 10-Q for the quarter ende®J30, 2004, File
Nos. -12869 and -1910.)

Rate Stabilization Property Servicing Agreemenedats of June 29, 2007 by and between RSB Bond@odrid Baltimore Ge
and Electric Company, as servicer (Designated &#bixL.0.2 to the Current Report on Form 8-K dalaty 5, 2007, File No. 1-
1910.)

Administration Agreement dated as of June 29, 2)0&nd between RSB BondCo LLC and Baltimore GasEadtric
Company, as administrator (Designated as Exhib® f@the Current Report on Forr-K dated July 5, 2007, File No-1910.)
Investor Rights Agreement, dated as of Septemhe2d®8, by and between Constellation Energy Gringp,and MidAmericatr
Energy Holdings Company. (Designated as Exhibit N3 to the Current Report on Form 8-K dated Seper 19, 2008, File
No. 1-12869.)

Letter Agreement, dated December 17, 2008, by arahg Constellation Energy Group, Inc., MidAmerigamergy Holdings
Company, MEHC Merger Sub Inc. and MEHC Investmbnt, (Designated as Exhibit No. 10.1 to the Curfeport on Form 8-
K dated December 17, 2008, File N-12869.)

Form of CENG Operating Agreement (Designated astibdNo. 10.1 to the Current Report on For-K dated December 1
2008, File No. -12869.)

Stock Purchase Agreement, dated as of Decemb@008, by and among Constellation Energy Group, EBEDF

Development, Inc. and Electricite de France Intéonal, S.A. (Designated as Exhibit No. 10.2 to @wrent Report on Form 8-
K dated December 17, 2008, File N-12869.)

Investor Rights Agreement, dated as of Decembe20J8, by and between Constellation Energy Graup,dnd EDF
Development, Inc. (Designated as Exhibit No. 10.the Current Report on Form 8-K dated DecembelQ@8, File No. 1-
12869.)

Payment Guaranty, dated as of December 17, 2008nthyetween Constellation Energy Group, Inc. dedtEcite de

France, S.A. (Designated as Exhibit No. 10.4 toQherent Report on Forr-K dated December 17, 2008, File N-12869.)
Amended and Restated Investor Agreement, datedrteer 17, 2008, by and between Constellation Bn@rgup, Inc. and
Electricite de France International, SA (Designaedexhibit 10.7 to the Current Report on Form 8ated December 17, 2008,
File No. 1-12869.)

Amended and Restated Credit Agreement, dated Bea#mber 17, 2008, among Constellation Energy Grimap, the Lender
named therein and the Royal Bank of Scotland Ps@dministrative Agent. (Designated as Exhibit 6.5 to the Current
Report on Form -K dated December 17, 2008, File N-~12869.)

Second Amended and Restated Credit Agreement, datefiDecember 17, 2008, among Constellation Bn@rgup, Inc., the
Lenders named therein, Wachovia Bank, National gission, as Administrative Agent, LC Bank, Swingihender and
Collateral Agent. (Designated as Exhibit No. 1@.6he Current Report on Form 8-K dated DecembeRQ@8, File No. 1-
12869.)

Constellation Energy Group, Inc. and Subsidiariem@utation of Ratio of Earnings to Fixed Char

Baltimore Gas and Electric Company and Subsiea@iomputation of Ratio of Earnings to Fixed Charged Computation of
Ratio of Earnings to Combined Fixed Charges anfeRexl and Preference Dividend Requireme

Subsidiaries of the Registra
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31(b)—
31(c)—
31(d)—
32(a)—
32(b)—
32(c)—

32(d)—

Consent of PricewaterhouseCoopers LLP, Indeperilegistered Public Accounting Fir

Certification of Chairman of the Board, Presidemd £hief Executive Officer of Constellation Ene@youp, Inc. pursuant 1
Section 302 of the Sarbar-Oxley Act of 2002

Certification of Senior Vice President and CHigfancial Officer of Constellation Energy Groupe.lipursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of President and Chief Executivdi€dr of Baltimore Gas and Electric Company purduarSection 302 of the
Sarbane-Oxley Act of 2002

Certification of Senior Vice President and Chiefdficial Officer of Baltimore Gas and Electric Compaursuant to Section 3(
of the Sarban«-Oxley Act of 2002

Certification of Chairman of the Board, Presidantl Chief Executive Officer of Constellation Engefgroup, Inc. pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Seg@iérof the Sarban-Oxley Act of 2002

Certification of Senior Vice President and Chitéfancial Officer of Constellation Energy Group¢lpursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarban-Oxley Act of 2002

Certification of President and Chief Executive ©dfi of Baltimore Gas and Electric Company purst@ai8 U.S.C. Section 13t
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002

Certification of Senior Vice President and Chiafidficial Officer of Baltimore Gas and Electric Compaursuant to 18 U.S.(
Section 1350, as adopted pursuant to Section 9@edbarban-Oxley Act of 2002

Management contract or compensatory plan or arraege

Incorporated by Referenc
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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
beginning to costs Other (Deductions)— at
and Accounts— end of
Description of period expenses Describe Describe period
(In millions)

Reserves deducted in the Balance Sheet from tle¢sasswhich the
apply:

Constellation Energy
Accumulated Provision for Uncollectibli

2008 $ 44C $ 1270 $ 102.5(A)$  (33.7)(B)$ 240.€
2007 48.¢ 31.: — (35.5)(B)  44.¢
2006 474 29.7 — (28.2)(B)  48.¢

Valuation Allowance
Net unrealized (gain) loss on available for sausées

2008 (17.9) 7.C 0.3(C) 12.1(D) 21
2007 (18.5) — 1.2(C) — (17.3)
2006 0.€ — (19.5(C) — (18.5)
Net unrealized (gain) loss on nuclear decommisspiriust funds

2008 (256.7%) — 207.1(C) — (49.6€)
2007 (206.7) — (50.6)(C) — (256.7)
2006 (110.9 — (95.9)(C) — (206.9)

BGE
Accumulated Provision for Uncollectibl

2008 21.1 34.t — (21.49HB) 34.z
2007 16.1 21.C — (16.0(B) 211
2006 13.C 18.1 — (15.0(B) 16.1

(A)  Represents amounts recorded as a reduction togudated revenues resulting from liquidated damatgams upon termination of
derivatives which were determined to be uncolldetib

(B) Represents principally net amounts charged offnasliectible.
(C) Represents amounts recorded in or reclassified &otamulated other comprehensive income.

(D) Represents sale of a marketable security.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, ConstelleEnergy Group, Inc., the Registrant,
has duly caused this Report to be signed on italbbi the undersigned, thereunto duly authorized.

CONSTELLATION ENERGY GROUP, INC
(REGISTRANT)

Date: February 27, 20( By /s/ MAYO A. SHATTUCK Il

Mayo A. Shattuck IlI
Chairman of the Board, President and Chief Execuifficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbipthe following persons on behalf of
Constellation Energy Group, Inc., the Registrant i the capacities and on the dates indicated.

Signature Title Date

Principal executive officer and directt

By Is/ M. A. Shattuck IlI Chairman of the Board, President, February 27, 2009
Chief Executive Officer, and Direct

M. A. Shattuck IlI

Principal financial officer

By Is/ J. W. Thayer Senior Vice President and Chief February 27, 2009
Financial Officer
J. W. Thayer
Principal accounting office
By Is/ R. K. Feuerman Vice President, Chief Accounting February 27, 2009

Officer, and Treasure

R. K. Feuerman

Directors:

Isl Y. C. de Balmani Director February 27, 200
Y. C. de Balmann

Isl D. L. Becker Director February 27, 200
D. L. Becker

Isl A. C Berzin Director February 27, 200
A. C. Berzin

Isl J. T. Brady Director February 27, 200

J. T. Brady



/sl J. R. Curtis¢ Director February 27, 200

J. R. Curtiss
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Signature

Isl F. A. Hrabowski, IlI
F. A. Hrabowski, Il
/sl N. Lampton
N. Lampton
Is/ R. J. Lawles:
R. J. Lawless
Is/ L. M. Martin
L. M. Martin
Is/ J. L. Skolds
J. L. Skolds
s/ M. D. Sullivan
M. D. Sullivan
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Director

Director

Director

Director

Director

Date

February 27, 200

February 27, 200

February 27, 200

February 27, 200

February 27, 200

February 27, 200
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Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, Baltim@igs and Electric Company, the
Registrant, has duly caused this Report to be digndts behalf by the undersigned, thereunto dulyrorized.

BALTIMORE GAS AND ELECTRIC COMPANY
(REGISTRANT)

February 27, 200 By /sl KENNETH W. DEFONTES, Jk

Kenneth W. DeFontes, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbipthe following persons on behalf of
Baltimore Gas and Electric Company, the Registramd, in the capacities and on the dates indicated.

Signature Title Date

Principal executive officer and directt

By /sl K. W. DeFontes, Jr. President, Chief Executive Officer, February 27, 2009
and Directol

K. W. DeFontes, Jr.

Principal financial and accounting office

By Is/ K. W. Hadlock Senior Vice President and Chief February 27, 2009
Financial Officet

K. W. Hadlock

Directors:

Isl T. F. Brady Chairman of the Board of Directo February 27, 200

T. F. Brady

Isl M. A. Shattuck Il Director February 27, 200
M. A. Shattuck Ill

Isl J. Haskins Ji Director February 27, 200
J. Haskins Jr.

Isl C. Hayder Director February 27, 200
C. Hayden

Isl M. D. Sullivan Director February 27, 200
M. D. Sullivan
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Exhibit
Number
*2 _
*2(a)—
*2(b)—

*2(c)—

*2(d)—

*3(a)—
*3(b)—

3(c)—
*3(d)—

*3(e)—
*3(f) —
*3(9)—
*3(h)—
*3()) —
*3() —
*3(k)—

*3() —

EXHIBIT INDEX

Agreement and Plan of Share Exchange betweemn®a#t Gas and Electric Company and ConstellatioarnGroup, Inc.
dated as of February 19, 1999. (Designated as Exfigb 2 to the Registration Statement on Form &ted March 3, 1999, File
No. 3:-64799.)

Agreement and Plan of Reorganization and Corpd@aparation (Nuclear). (Designated as Exhibit2{a) to the Current Report
on Form K dated July 7, 2000, File Nos-12869 and -1910.)

Agreement and Plan of Reorganization and Corpd@aparation (Fossil). (Designated as Exhibit Nb) & the Current Report
on Form K dated July 7, 2000, File Nos-12869 and -1910.)

Termination Agreement, dated December 17, 200&nayamong Constellation Energy Group, Inc., Coladieh Generatiol

Il, LLC, Constellation Power Source Generation, IhdidAmerican Energy Holdings Company, MEHC Mer&eaib Inc., MEHC
Investment, Inc. and Electricite de France Inteomal S.A. (Designated as Exhibit 2.1 to the CuriReport on Form 8-K dated
December 17, 2008, File Nc-12869.)

Master Put Option and Membership Interest Pueiageement, dated as of December 17, 2008, byarwhg Constellation
Energy Group, Inc., EDF Development, Inc. and Eieité de France International, S.A. (DesignatedEghibit No. 21 to the
Current Report on Forr-K dated December 17, 2008, File N-12869.)

Articles Supplementary to the Charter of Conatlh Energy Group, Inc. as of December 17, 20D8signated as Exhibit

No. 3.1 to the Current Report on Fori-K dated December 17, 2008, File N-12869.)

Articles Supplementary to the Charter of Conatadh Energy Group, Inc. as of September 19, 2(D8signated as Exhibit

No. 3.1 to the Current Report on For-K dated September 19, 2008, File N-12869.)

Certificate of Correction to Articles Supplementémythe Charter of Constellation Energy Group, Beof November 25, 200
Articles of Amendment and Restatement of the @nhaf Constellation Energy Group, Inc. as of AB0l, 1999. (Designated as
Exhibit No. 99.2 to the Current Report on For-K dated April 30, 1999, File N0-1910.)

Articles Supplementary to the Charter of ConstigltaEnergy Group, Inc. as of April 10, 2007. (Desited as Exhibit 3(a) to tt
Current Report on Forrr-K dated April 10, 2007, File No-12869.)

Articles Supplementary to the Charter of ConstigllaEnergy Group, Inc. as of November 20, 2001 s{@eated as Exhibit No.
(e) to the Annual Report on Form-K for the year ended December 31, 2001, File N-12869 and -1910.)

Certificate of Correction to the Charter of Cafisttion Energy Group, Inc. as of September 13919Designated as Exhibit
No. 3(c) to the Annual Report on Form-K for the year ended December 31, 1999, File N-12869 and -1910.)

Articles Supplementary to the Charter of Conatlh Energy Group, Inc., as of July 19, 1999. (Peated as Exhibit No. 3(a) to
the Quarterly Report on Form -Q for the quarter ended June 30, 1999, File N-12869 and -1910.)

Articles of Amendment and Restatement of ConstetiaEnergy Group, Inc. as of April 30, 1999. (Desited as Appendix B 1
Pos-Effective Amendment No. 1 to the Registration Stegat on Form -4 filed March 3, 1999, File No. -64799.)

Bylaws of Constellation Energy Group, Inc., asaded to July 18, 2008. (Designated as Exhibit3\to. the Current Report on
Form &K dated July 18, 2008, File No-12869.)

Charter of BGE, restated as of August 16, 19Bés{gnated as Exhibit No. 3 to the Quarterly ReparForm 10-Q for the
quarter ended Septemt30, 1996, File No.-1910.)

Bylaws of BGE, as amended to October 16, 1998.i(pased as Exhibit No. 3 to the Quarterly Reporfonm 1(-Q for the
guarter ended September 30, 1998, File 1-1910.)
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Indenture between Constellation Energy Group, &ncl the Bank of New York, Trustee dated as ofdd&@4, 1999. (Designated
as Exhibit No. 4(a) to the Registration StatemenForm $-3 dated March 29, 1999, File No. -75217.)

First Supplemental Indenture between ConstelldEoergy Group, Inc. and the Bank of New York, Trestiated as ¢

January 24, 2003. (Designated as Exhibit No. 4{lthé Registration Statement on Form S-3 datedalgri4, 2003, File

No. 33:-102723.)

Indenture dated June 19, 2008 between Constell&ti@ngy Group, Inc. and Deutsche Bank Trust Compangricas, as truste
(Designated as Exhibit No. 4(a) to the Quarterlpéteon Form 10-Q for the quarter ended June 303 2Bile Nos. 1-12869 and
1-1910.)

Indenture dated July 1, 1985, between BGE andBEmk of New York (Successor to Mercantile-Safe @#fpand Trust
Company), Trustee. (Designated as Exhibit 4(ap¢oRegistration Statement on Form S-3, File No8243); as supplemented
by Supplemental Indentures dated as of Octobe®87 {Designated as Exhibit 4(a) to the Current Remo Form 8-K, dated
November 13, 1987, File No-1910) and as of January 26, 1993 (Designated hibEX(b) to the Current Report on Form 8-K,
dated January 29, 1993, File N-1910.)

Form of Subordinated Indenture between the CompadyThe Bank of New York, as Trustee in connectiith the issuance ¢
the Junior Subordinated Debentures. (Designat&xhibit 4(d) to the Registration Statement on F&+8 dated August 5, 2003,
File No. 33--107681.)

Form of Supplemental Indenture between the CompandyThe Bank of New York, as Trustee in connectitth the issuance
of the Junior Subordinated Debentures. (Designasdixhibit 4(e) to the Registration Statement om¥8-3 dated August 5,
2003, File No. 33-107681.)

Form of Preferred Securities Guarantee (DesighaseExhibit 4(f) to the Registration Statemenfonm S-3 dated August 5,
2003, File No. 33-107681.)

Form of Junior Subordinated Debenture (Designasedibit 4(h) to the Registration Statement omk-&-3 dated August £
2003, File No. 33-107681.)

Form of Amended and Restated Declaration of T(instuding Form of Preferred Security) (DesignadscExhibit 4(c) to the
Registration Statement on Forr-3 dated August 5, 2003, File No. -107681.)

Indenture dated as of July 24, 2006 between @batbn Energy Group, Inc. and Deutsche Bank T@&mhpany Americas, as
trustee. (Designated as Exhibit 4(a) to the Regfisin Statement on Forn-3 filed July 24, 2006, File No. 3-135991.)

First Supplemental Indenture between ConstelldEoergy Group, Inc. and Deutsche Bank Trust Compangricas, as truste
dated as of June 27, 2008. (Designated as Exhihit4) to the Current Report on Form 8-K datecea® 2008, File No. 1-
12869.)

Indenture dated as of July 24, 2006 betweentBatt Gas and Electric Company and Deutsche Banst Company Americas,
as trustee. (Designated as Exhibit 4(b) to the Region Statement on Forn-3 filed July 24, 2006, File No. 3-135991.)

First Supplemental Indenture between Baltimore &akElectric Company and Deutsche Bank Trust Compamericas, a:
trustee, dated as of October 13, 2006. (Desigresdekhibit 4(a) to the Quarterly Report on FormQ@or the quarter ended
September 30, 2006, File No-12869 and -1910.)

Indenture dated as of June 29, 2007, by and betR&&BondCo LLC and Deutsche Bank Trust Company reas, as Truste
and Securities Intermediary. (Designated as ExHiliitto the Current Report on Fori-K dated July 5, 2007, File No-1910.)
Series Supplement to Indenture dated as of Jun20®29, by and between RSB BondCo LLC and Deutschm& Baust Compan'
Americas, as Trustee and Securities Intermediaesiihated as Exhibit 4.2 to the Current Report@m8-K dated July 5,
2007, File No. -1910.)

Replacement Capital Covenant dated June 27, 2D@8ignated as Exhibit No. 4(b) to the Current ReporForm -K dated
June 30, 2008, File No-12869.)

Executive Annual Incentive Plan of Constellatibmergy Group, Inc., as amended and restated. (Degeid as Exhibit No. 10(d)
to the Quarterly Report on Form-Q for the quarter ended September 30, 2008, Fik §-12869 and -1910.)

Constellation Energy Group, Inc. Nonqualified Dedekr Compensation Plan, as amended and res
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Constellation Energy Group, Inc. Deferred Compeasa®lan for No-Employee Directors, as amended and rest:
Constellation Energy Group, Inc. Benefits Restoraf’lan, as amended and resta

Constellation Energy Group, Inc. Supplemental RenBilan, as amended and resta

Constellation Energy Group, Inc. Senior Executiup@emental Plan, as amended and rest

Constellation Energy Group, Inc. Supplemental Ben€flan, as amended and restated. (DesignatexhalsittNo. 10(a) to the
Quarterly Report on Form -Q for the quarter ended June 30, 2008, File N-12869 and -1910.)

Second amended and restated change in conterlas®e agreement between Constellation Energy Ghacipand Mayo A.
Shattuck I11.

Second amended and restated change in contrees®e agreement between Constellation Energy Ghoepand John R.
Collins

Constellation Energy Group, Inc. 1995 L+Term Incentive Plan, as amended and restated.dBegsid as Exhibit No. 10(b)
the Quarterly Report on Form-Q for the quarter ended September 30, 2004, Fike 0-12869 and -1910.)

Constellation Energy Group, Inc. Executive Lorgi Incentive Plan, as amended and restated. (Basig) as Exhibit 10(b) to
the Quarterly Report on Form-Q for the quarter ended September 30, 2006, Fik 0-12869 and -1910.)

Constellation Energy Group, Inc. 2002 Executive dairincentive Plan, as amended and restated. (Deteid as Exhibit 10(0)
the Annual Report on Form -K for the year ended December 31, 2006, File N-12869 and -1910.)

Constellation Energy Group, Inc. 2002 Senior Mamag@ Lon¢-Term Incentive Plan, as amended and restated. dBegsid a
Exhibit 10(c) to the Quarterly Report on Forn-Q for the quarter ended September 30, 2006, Fike §-12869 and -1910.)
Constellation Energy Group, Inc. Management l-Term Incentive Plan, as amended and restated.begsid as Exhibit 10(c
to the Quarterly Report on Form-Q for the quarter ended September 30, 2006, Fik §-12869 and -1910.)

Constellation Energy Group, Inc. 2007 Long-Tenwoentive Plan, as amended and restated. (DesigaatEghibit 10(a) to the
Quarterly Report on Form -Q for the quarter ended March 31, 2008, File N-12869 and -1910.)

Grantor Trust Agreement Dated as of February20@4 between Constellation Energy Group, Inc. aitib&@k, N.A.
(Designated as Exhibit No. 10(d) to the Quartergp®t on Form 10-Q for the quarter ended June @G04 2File Nos. 1-12869
and -1910.)

Grantor Trust Agreement dated as of Februar@@4 between Constellation Energy Group, Inc. anddwe Price Trust
Company. (Designated as Exhibit No. 10(b) to thar@arly Report on Form 10-Q for the quarter endewe30, 2004, File
Nos. -12869 and -1910.)

Rate Stabilization Property Servicing Agreemeated as of June 29, 2007 by and between RSB BohtCand Baltimore Gas
and Electric Company, as servicer (Designated &ibix10.2 to the Current Report on Form 8-K dalaty 5, 2007, File No. 1-
1910.)

Administration Agreement dated as of June 2972f0and between RSB BondCo LLC and Baltimore GakEectric
Company, as administrator (Designated as Exhib® i®the Current Report on Forr-K dated July 5, 2007, File No-1910.)
Investor Rights Agreement, dated as of Septerh®e?008, by and between Constellation Energy Grmg and MidAmerican
Energy Holdings Company. (Designated as Exhibit NMb3 to the Current Report on Form 8-K dated Seper 19, 2008, File
No. 1-12869.)

Letter Agreement, dated December 17, 2008, byaamahg Constellation Energy Group, Inc., MidAmeniénergy Holdings
Company, MEHC Merger Sub Inc. and MEHC Investmbrd, (Designated as Exhibit No. 10.1 to the Curfeeport on Form 8-
K dated December 17, 2008, File N-12869.)

Form of CENG Operating Agreement (Designatedxdstit No. 10.1 to the Current Report on Form 8-dtetl December 17,
2008, File No. -12869.)
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Stock Purchase Agreement, dated as of Decemb@008, by and among Constellation Energy Group, EDF

Development, Inc. and Electricite de France Intéonal, S.A. (Designated as Exhibit No. 10.2 to @wrent Report on Form 8-
K dated December 17, 2008, File N-12869.)

Investor Rights Agreement, dated as of DecemBgRQ08, by and between Constellation Energy Grbng,and EDF
Development, Inc. (Designated as Exhibit No. 16.the Current Report on Form 8-K dated Decembe2Q@8, File No. 1-
12869.)

Payment Guaranty, dated as of December 17, 2008nd between Constellation Energy Group, Inc.Eledtricite de

France, S.A. (Designated as Exhibit No. 10.4 toGherent Report on Forr-K dated December 17, 2008, File N-12869.)
Amended and Restated Investor Agreement, datedreer 17, 2008, by and between Constellation Bn@rgup, Inc. and
Electricite de France International, SA (DesignaedeExhibit 10.7 to the Current Report on Form 8ated December 17, 2008,
File No. 1-12869.)

Amended and Restated Credit Agreement, datefi@saember 17, 2008, among Constellation Energwrinc., the Lenders
named therein and the Royal Bank of Scotland Ps@dministrative Agent. (Designated as Exhibit 6.5 to the Current
Report on Form-K dated December 17, 2008, File N-12869.)

Second Amended and Restated Credit Agreemeret éatof December 17, 2008, among Constellationggr@roup, Inc., the
Lenders named therein, Wachovia Bank, National gission, as Administrative Agent, LC Bank, Swingihender and
Collateral Agent. (Designated as Exhibit No. 1@@he Current Report on Form 8-K dated Decembe@8, File No. 1-
12869.)

Constellation Energy Group, Inc. and Subsidiariem@utation of Ratio of Earnings to Fixed Char¢

Baltimore Gas and Electric Company and Subsiea@iomputation of Ratio of Earnings to Fixed Charged Computation of
Ratio of Earnings to Combined Fixed Charges anéeRexl and Preference Dividend Requireme

Subsidiaries of the Registra

Consent of PricewaterhouseCoopers LLP, IndeperiRiegitstered Public Accounting Firt

Certification of Chairman of the Board, Presidantl Chief Executive Officer of Constellation Engefgroup, Inc. pursuant to
Section 302 of the Sarbal-Oxley Act of 2002

Certification of Senior Vice President and Chiefancial Officer of Constellation Energy Groupg.lpursuant to Section 302 of
the Sarbane«-Oxley Act of 2002

Certification of President and Chief Executive ©dfi of Baltimore Gas and Electric Company purst@a@ection 302 of th
Sarbane-Oxley Act of 2002

Certification of Senior Vice President and Chidfidficial Officer of Baltimore Gas and Electric Compaursuant tc

Section 302 of the Sarbai-Oxley Act of 2002

Certification of Chairman of the Board, Presidantl Chief Executive Officer of Constellation Enef@roup, Inc. pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Se@iérof the Sarban-Oxley Act of 2002

Certification of Senior Vice President and Chiefancial Officer of Constellation Energy Group¢.lipursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@G&darban«Oxley Act of 2002

Certification of President and Chief Executive ©dfi of Baltimore Gas and Electric Company purst@ai8 U.S.C

Section 1350, as adopted pursuant to Section 9@&dBarban«-Oxley Act of 2002

Certification of Senior Vice President and Chiafidcial Officer of Baltimore Gas and Electric Compaursuant to 18 U.S.(
Section 1350, as adopted pursuant to Section 9@&dBarban«-Oxley Act of 2002

Management contracts or compensatory plan or agraegt.

Incorporated by Referenc
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Exhibit 3(c)

CERTIFICATE OF CORRECTION
TO
ARTICLES SUPPLEMENTARY
OF
CONSTELLATION ENERGY GROUP, INC.

CONSTELLATION ENERGY GROUP, INC., a Maryland corptipn (the “Company”), hereby certifies to the 8tBepartment of
Assessments and Taxation of the State of Maryltr“Department”) that:

FIRST: This Certificate of Correction corrects thticles Supplementary of the Company that weeslffor record with the
Department on September 22, 2008 (the “ArticlespBamentary”), setting forth the preferences, cosier and other rights, voting powers,
restrictions, limitations as to dividends and ottiistributions, qualifications, and terms of coratis of redemption of the Company’s Series A
Convertible Preferred Stock.

SECOND: The name of the party to the Articles Seipntary is Constellation Energy Group, Inc.

THIRD: The Articles Supplementary being corredbgdhis Certificate of Correction were filed forced with the Department on
September 22, 2008.

FOURTH: As previously filed, Section 7(a)(i) of thkale SECOND of the Articles Supplementary, whistthie provision of the
Articles Supplementary being corrected by this iieate of Correction, reads as follows:

“(i) Upon the occurrence of the Conversion Eventsngect to the receipt of all required regulatopprvals, each share of Prefer
Stock shall be automatically converted into (A)S8%757 shares of Common Stock (such number oéshtre “ Conversion Share Amodit
as adjusted pursuant to Section 8, and (B) SeratedNwith an original aggregate principal amountaédo the Stated Value.”

FIFTH: Section 7(a)(i) of Article SECOND of the thales Supplementary is hereby corrected by dejeBaction 7(a)(i) of
Article SECOND of the Articles Supplementary asviwasly filed and replacing it in its entirety withe following:

“(i) Upon the occurrence of the Conversion Eventsutgect to the receipt of all required regulatgopmvals, each share of Prefer
Stock shall be automatically converted into (A)6¥,9215 shares of Common Stock (such number oéshtre “ Conversion Share Amotipt
as adjusted pursuant to Section 8, and (B) SeratedNwith an original aggregate principal amountaédo the Stated Value.”




SIXTH: This Certificate of Correction does not:

() alter the wording of any resolution which was aeéopby the board of directors or the stockholderamyf party to the Article
Supplementary; or

(i) make any change or amendment which would not hanglied in all respects with the requirements ef tharyland
General Corporation Law at the time the Articlep@amentary were filed; or

(iii) change the effective date of the Articles Suppleargnor

(iv) affect any right or liability accrued prior to tfieng hereof, except that any right or liabilitgerued or incurred by reason of
the error being corrected shall be extinguishethkyfiling of this Certificate of Correction if theerson having the right has
not detrimentally relied on the Articles Supplensptbefore the correction.

IN WITNESS WHEREOF, the Company has caused thisifi@ate of Correction to be signed in its name andts behalf on this 25
day of November, 2008, by its Senior Vice Presidamt General Counsel who acknowledges that thisfiCate of Correction is the act of the
Company and that, to the best of his knowledg®rimétion and belief and under penalties for perjatlymatters and facts contained in this
Certificate of Correction are true in all materiespects.

CONSTELLATION ENERGY GROUP, INC

By: /s/ Charles A. Berardes:
Charles A. Berardesc
Senior Vice President and General Coul

ATTEST:

By: /s/ Sean J. Klei
Sean J. Kleir
Assistant Secretai
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PURPOSE AND NATURE OF THE PLAN

Constellation Energy Group, Inc. (the “Companyfadtished the Constellation Energy Group, Inc. Nailified Deferred Compensation Plan
(“Plan”) and maintains the Plan as an unfundedaetént plan for a select group of management drijricpmpensation employees. The
purpose of this Plan is to enable certain managearmehkey employees of Constellation Energy Graupits subsidiaries to accumulate
additional retirement income through deferral afhp@nsation and receipt of matching contributionsxcess of those permitted by the
Constellation Energy Group, Inc. Employee Saviniga PThe Plan is divided into two parts: thetfapplicable to benefits earned and vested
on or after January 1, 2005, which are subjectterhal Revenue Code section 409A, and the sequpiitable to benefits earned and vested
before January 1, 2005, which are “grandfathereuien Internal Revenue Code section 409A.
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PART I FOR BENEFITS EARNED AND VESTED ON OR AFTER JANUARY 1, 2005

1. Definitions . All words beginning with an initial capital lettand not otherwise defined herein shall haverteaning set forth in the
Employee Savings Plan. All singular terms defimmethis Plan will include the plural and vice versés used herein, the following
terms will have the meaning specified below:

“Basic Compensation” means such compensation dsrsetin the Employee Savings Plan, without regarthe Internal Revenue
Code Section 401(a)(17) annual compensation liraiat

“Code” means Internal Revenue of 1986, as amended.

“Committee” means the Compensation Committee oBtbard of Directors of Constellation Energy Group.
“Constellation Energy Group” means Constellatiorefgyy Group, Inc., a Maryland corporation, or its@ssor.
“Death Benefit Contributions” means the death bi¢rehtributions described in Section 8.

“Deferred Compensation” means any compensationtpaysy Constellation Energy Group or its subsidisitio a participant that is
deferred under the provisions of this Plan.

“Eligibility Date” means the date Plan Administrattesignates as the date that an employee becdigibteefor the plan, generally a
hire or promotion date.

“Employee Savings Plan” means the Constellationr@n&roup, Inc. Employee Savings Plan as may bendedfrom time to time,
or any successor plan.

“Executive Annual Incentive Planfieans the Executive Annual Incentive Plan of Cdlasien Energy Group, Inc. as may be amer
from time to time, or any successor plan, and/grather incentive plan designated in writing by Bian Administrator.

“Incentive Award” means an award granted underbkecutive Annual Incentive Plan or the Senior Mamagnt Annual Incentive
Plan.




“Key Employee” means an employee listed each ygadnstellation Energy Group on the Key Employest Bs required by
Treasury Regulation 1.409A-1(i), which shall geifigrae comprised of officers, and shall include hot be limited to: the 50 most
highly paid officers having annual compensatioraggethan $130,000 (as adjusted from time to tifd®;owners; and 1% owners t
have annual compensation from Constellation Ené€wmup greater than $150,000 (as adjusted from tintiene). Key Employees
shall be identified as of December 31 of each yaad, the List shall take effect on April 1 of theay following.

“Matching Contributions” means the matching conitibns described in Section 7.
“Plan Accounts” means amounts of a participant® employer’s contributions, and earnings underRtze.
“Plan Administrator” means, as set forth in Secttynhe senior human resources executive of Cdastel Energy Group, Inc..

“Rabbi Trust” means the trust established by Cdiagien Energy Group pursuant to Grantor Trust Agnent dated as of April 30,
1999 between Constellation Energy Group and T. Reriee Trust Company.

“Senior Management Annual Incentive Plan” means3eior Management Annual Incentive Plan of Cotatteh Energy
Group, Inc. as may be amended from time to timengrsuccessor plan, and/or any other incentive gdsignated in writing by the
Plan Administrator.

“Severance from Service Dataieans the date that the employee dies, retiregherwise has a termination of employment suchit
is reasonably anticipated that the employee witfqyen no additional services, or the level of bdida services performed would
permanently decrease to no more than 20 perceheafverage level of bona fide services performetié immediately preceding 36-
month period.

Plan Administration . The senior human resources executive of Coasitall Energy Group, Inc. is the Plan Administraiod has
the sole authority (except as specified otherwiein) to interpret the Plan, and, in general, &kenall other determinations advisable
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for the administration of the Plan to achieve ftgexd objective.

Appeals of written decisions by the Plan Adminiiranay be made to the Committee. Decisions byCimamittee shall be final and
not subject to further appeal. The Plan Admintstrahall have the power to delegate all or any giahis/her duties to one or more
designees, and to withdraw such authority, by emitiesignation.

Eligibility and Participation . Each officer, management or key employee of @tlation Energy Group or its subsidiaries, may be
designated in writing by the Plan Administratoretigible to participate with respect to one or mofé¢he provisions of Sections 4, 5,
6, and 7, which designation will also indicate wiggtall or part of such participant’s Plan Accountt be held in the Rabbi Trust and
shall identify the Eligibility Date. Once desigedst eligibility shall continue until such desigmetiis withdrawn at the discretion and
by written order of the Plan Administrator. Notlgtanding subsequent withdrawal of eligibility of @mployee, such an employee
with Plan Accounts will remain a participant of tAkan, except that no further deferrals of compgmsainder the Plan are permitted.
While designated as eligible with respect to oneore of the provisions of Sections 5, 6, or 7employee may participate in the
Plan to the extent set forth in such designationedvly eligible employee shall begin participatinghe Plan no earlier than the
January 1 of the year following the date that igi8¢s after the employee’s Eligibility Date.

Basic Compensation Deferral Election Unless otherwise designated in writing by thenPAdministrator, a participant may defer
Basic Compensation as set forth in this Sectioi garticipant may elect to defer up to 15% of nipBasic Compensation. A
participant may also elect to defer up to 85% ofithly Basic Compensation, if any, after cumulativenthly Basic Compensation 1
the calendar year exceeds the dollar limitatiorfah in Internal Revenue Code Section 401(a)(4%)adjusted by the Commissioner
for increases in the cost of living in accordandghwnternal Revenue Code Section 401(a)(17)(B))y deferrals shall be in 1%
multiples, or in such other manner establishechieyRlan Administrator from time to time, subjecatjustment as necessary to
provide for any required withholding taxes.




€)) Initial election : The initial election shall be made by notificeatiin the form and manner established by the Plan
Administrator from time to time, but no later thBecember 31 of the year in which the date thalid&ys after the
Eligibility Date occurs. Such election shall béeefive as of the beginning of the year followiihg ate that is 31 days after
the Eligibility Date.

(b) Annual election: An election shall be made by notification in fboem and manner established by the Plan Admirtiatra
from time to time, but no later than December 3thefyear preceding the year in which the Basic @amsation is earned.
The election shall be effective as of the beginmifithe year in which the services connected withBasic Compensation
to be performed.

(©) Revocation: An election may be revoked by notification in fioem established by the Plan Administrator fromeito time
and shall be effective as of the beginning of tharyfollowing the year during which the revocatismeceived by the Plan
Administrator

Incentive Award Deferral Election . Unless otherwise designated in writing by thenPAdministrator, a participant may elect to
defer Incentive Award compensation in 1% multiplasin such other manner established by the PlaniAidtrator from time to time,
subject to adjustment as necessary to providenfprequired withholding taxes. Such election shalinade annually by notification
in the form and manner established by the Plan Athtrator from time to time, but no later than Dmber 31 of the year preceding
the Incentive Award performance year. Such elecsitall be effective as of the first day of thefpenance year. Notwithstanding
foregoing, the Plan Administrator may permit a defieelection of Incentive Award compensation u@tdate no later than 6 months
before the end of the performance year. Such elestiall be effective as of the first day of thefpenance year.

Other Deferral Election . Unless otherwise designated in writing by thenPAdministrator, a participant may elect to deifier] %
multiples, other forms of compensation that aregieged in writing by the Plan Administrator. Suelbction must be made prior to
the date upon which there is a legally binding righpayment, by notification in the form and manne
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established by the Plan Administrator from timéitioe. Such election is effective upon executiédl. elections under this Section are
irrevocable once effective.

Matching Contributions . Matching Contributions are made by Constellaimergy Group to the Plan, after a participant’s
cumulative monthly Basic Compensation for the cdégryear exceeds the dollar limitation set fortiniternal Revenue Code
Section 401(a) (17) (as adjusted by the Commissifuméncreases in the cost of living in accordandth Internal Revenue Code
Section 401(a) (17) (B)), in an amount equal tordte of Company Matching Contributions under tiheplbyee Savings Plan
multiplied by a participant’s monthly Basic Compatisn deferral.

Plan Accounts. Contributions shall be (a) credited to participRlan Accounts as soon as practicable; (b) textent designated by
the Plan Administrator, held for the benefit of freticipant in the Rabbi Trust; and (c) creditethvearnings at the T. Rowe Price
Summitt Cash Reserves Fund rate, or such otherdsrsthall replace this fund in the Employee Savitiga. However, a participant
may elect (by notification in the form and mannstablished by the Plan Administrator from timeitoe) to have all or a portion of
his/her Plan Accounts credited with earnings atta equal to the T. Rowe Price Summitt Cash Resdtuad rate, the T. Rowe Price
New Income Fund rate, or one or more of the radeseal by investment options available under the lByee Savings Plan, except
Common Stock Fund and the Interest Income Fundniigs are credited to Plan Accounts commencintherday the contributions
are credited to the Plan Account®lan Accounts will be valued daily in the same rmeras for Investment Funds under the Emple
Savings Plan.

A participant may elect to change the investmetibap for future contributions, which election dhze effective when the next
contributions are credited to the participant'srPAecounts. A participant may elect to reallodatether investment options current
Plan Accounts, which election shall be effectivéhatsame time as, and valued in accordance wighinterfund transfer provisions
under the Employee Savings Plan. Such electioalt lsé made by notification in the form and manestablished by the Plan
Administrator from time to time.




Earnings are credited to Plan Accounts throughd#te of distribution, and amounts held for instalimhpayments shall continue to be
credited with earnings, as specified in this Sec8o

Distributions of Plan Accounts. Distributions of Plan Accounts shall be madeash only, and to the extent designated by the Plan
Administrator, from the Rabbi Trust. Subject to @t 9(c), distribution elections shall be effeetias of the date received by the Plan
Administrator.

€) Elections as to timing.

0] Timing of distribution. At the time of the participant’s initial defermllection pursuant to Section 4(a), the
participant shall elect (in the form and manneaklthed by the Plan Administrator from time toeijmo begin
distributions (A) in the calendar year followingetbalendar year of the participant’s Severance fBenvice Date;
(B) in the year following the year in which a paipiant attains age 70-1/2, if later, or (C) anyeodar year between
(A) and (B). The single payment or the first instednt payment, whichever is applicable, shall belenaithin the
first sixty (60) days of the calendar year eledteddistribution. Subsequent installments, if aslyall be made within
the first sixty (60) days of each succeeding cadelygar until the participant’s Plan Accounts astributed. In the
event no timely election is made, a participantigieaeive the distribution within the first six{$0) days of the year
following the participant’s Severance from Senizae.

(i) Six-month delay for Key EmployeedNotwithstanding the foregoing, a participant whalso a Key Employee sh
receive no benefit payments before the date thgikimonths after the participant's Severance F8&arvice Date.
7
(b) Elections as to form. At the time of the participant’s initial defermllection pursuant to Section 4(a), the participsat|

elect (in the form and manner established by the Rdministrator from time to time) to receive distitions in a single
payment or in annual installments during a periotita exceed ten (10) years. Such annual instaltsnshall be made on a
ratable basis, except the participant may eledfferent initial installment payment (expressechgsercentage of the
participant’s Plan Account balance). In the evemtimely election is made, a participant shalkiee a distribution in a
single payment.

(c) Change of election A participant can make a subsequent distribugiection as to timing or form. However, such atact
shall take effect no earlier than 12 months fromdhte the subsequent election is received byl#reARIministrator, and wi
delay the benefit commencement date five years fredate such payment would otherwise have been pfahe
participant elects a distribution pursuant to Secfl(a)(i) or (b), a participant may revoke thecéten no later than 12 months
before the scheduled payment date.

(d) Benefits payable upon death If the participant dies without designating a ékciary in accordance with Section 10, or if
the designated beneficiaries predeceases theipanicthe entire unpaid balance of his/her Planotats shall be paid to the
participant’s estate within 60 days after notificatto the Plan Administrator of the participard@ath.

If the participant dies, the entire unpaid balaotthe participant’'s Plan Accounts shall be paithi beneficiary(ies)
designated by the participant. Payment shall liberform of a lump sum, and shall be made withxtysj60) days after
notice of death is received by the Plan Administrat

In the event a participant’s deferred Incentive Advia credited to the Plan after the participadgsath, such Incentive Award
shall be paid to the participant’s beneficiary(ies)he form of lump sum as soon as administragivedsible.
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10.

11.

In the event that a participant’s beneficiary giésr to the distribution of the participant’s PlAscount, the entire unpaid
balance of the participant’s Plan Accounts shalpaiel in a lump sum to the beneficiary(ies) desigady the participant’'s
beneficiary by notification in the form and manestablished by the Plan Administrator from timeinee or, if no
designation was made, to the estate of the paatitip beneficiary. Payment shall be made withitys{60) days after notice
of death is received by the Plan Administrator.

Beneficiaries. A participant shall have the right to desigretaeneficiary(ies) who is to receive a distributpursuant to Section 9
in the event of the death of the participant.

Any designation, change or rescission of the desgign of beneficiary shall be made by notificatiorthe form and manner
established by the Plan Administrator from timéinoe. The last designation of beneficiary receitsgdhe Plan Administrator shall
controlling over any testamentary or purported diiion by the participant (or, if applicable, gharticipant’s beneficiary(ies)),
provided that no designation, rescission or chahgeeof shall be effective unless received by tla@ Rdministrator prior to the death
of the participant (or, if applicable, the partaif’'s beneficiary(ies)).

If the designated beneficiary is the estate, oretterutor or administrator of the estate, of theigipant (or, if applicable, the
participant’s beneficiary(ies)), a distribution puant to Section 9 may be made to the person@)tiay (including a trust) entitled
thereto under the will of the participant (or, ffdicable, the participant’s beneficiary(ies)), iorthe case of intestacy, under the laws
relating to intestacy.

Valuation of Interest . The Plan Administrator shall cause the valua pérticipant’s Plan Accounts, at least once par gs of
December 31, to be determined separately and loeteeipto Constellation Energy Group and the padict. Valuation of a
participant’s Plan Accounts shall be determineddoordance with the procedures contained in thel@map Savings Plan.

9




12.

13.

Withdrawals .

No withdrawals of Plan Accounts may be made, exag@rticipant may at any time request a hardsftipdnawal from his/her Plan
Accounts if he/she has incurred an unforeseeatdaéial emergency. An unforeseeable financial geray is defined as severe
financial hardship to the participant resultingnfra sudden and unexpected illness or accidenegbahticipant (or of his/her spouse
dependents), loss of the participant’s propertytdusasualty, or other similar extraordinary anébueseeable circumstances arising as
a result of events beyond the control of the pigaict. The need to send a child to college odtsre to purchase a home are not
considered to be unforeseeable emergencies. Thengstance that will constitute an unforeseeablergamcy will depend upon the
facts of each case.

The amount of a hardship withdrawal will be limiteedthe amount reasonably necessary to satisffirtaacial need, which may
include any amounts necessary to pay Federal, &iatd, or foreign taxes that are reasonably gdted to arise from the distributic
Payment may not be made to the extent that sudshiaris or may be relieved (i) through reimbursete compensation by
insurance or otherwise, (ii) by liquidation of tharticipant’s assets, to the extent the liquidatbsuch assets would not itself cause
severe financial hardship, or (iii) by cessatiomeferrals under the Plan.

The request for hardship withdrawal shall be madadiification in the form and manner establishgdhe Plan Administrator from
time to time. Such hardship withdrawal will be péted only with approval of the Plan Administratorhe participant will receive a
lump sum payment after the Plan Administrator e teasonable time to consider and then approvesthuest.

Compliance with Code section 409A This Plan is intended to comply and shall beiatstered in a manner that is intended to
comply with section 409A of the Code and shall bestrued and interpreted in accordance with sugmin To the extent that an
Award and/or payment is subject to section 409#hefCode, it shall be awarded and/or paid in a matirat will comply with sectio
409A of the Code, including proposed, temporarfir@l regulations or any other guidance issuedngySecretary of the Treasury and
the Internal Revenue
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14.

Service with respect thereto. Any provision oftRian that would cause an Award and/or paymefailtto satisfy section 409A of
the Code shall have no force and effect until aradrtd comply with Code section 409A (which amendnmeay be retroactive to the
extent permitted by applicable law).

Miscellaneous. A participant’s Plan Accounts shall not be sabje alienation or assignment by any participartieneficiary nor
shall any of them be subject to attachment or gament or other legal process except (a) to thenespecially mandated and direc
by applicable state or federal statute; and (bkegaested by the participant or beneficiary tosfaincome tax withholding or liability

This Plan may be amended from time to time or sudpe or terminated at any time at the written dioecof the Committee.

No amendment to or termination of this Plan shmapair the rights of any participant or beneficiarngh respect to amounts in his/her
Plan Accounts before the date of such amendmestmination.

Participation in this Plan shall not constituteoattact of employment between Constellation Ené&gyup and any person and shall
not be deemed to be consideration for, or a camditf, continued employment of any person.

The Plan, notwithstanding the creation of the Ralhst, is intended to be unfunded for purposeEitté | of the Employee
Retirement Income Security Act of 1974. ConstellaEnergy Group shall make contributions to théliR&rust in accordance with
the terms of the Rabbi Trust. Any funds which rbayinvested and any assets which may be held tadaerbenefits under this Plan
shall continue for all purposes to be a part ofgéeeral funds and assets of Constellation Energygsand no person other than
Constellation Energy Group shall by virtue of thieyisions of this Plan have any interest in suafd8iand assets. To the extent that
any person acquires a right to receive payments fonstellation Energy Group under this Plan, sigthts shall be no greater than
the right of any unsecured general creditor of @dlagion Energy Group.

In the event Constellation Energy Group becomesrty po a merger, consolidation, sale of substiyntil of
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its assets or any other corporate reorganizatiavhich Constellation Energy Group will not be the\sving corporation or in which
the holders of the common stock of Constellatiorrgy Group will receive securities of another cagpion (in any such case, the
“New Company”), then the New Company shall assumeerights and obligations of Constellation Energpu® under this Plan.

This Plan shall be governed in all respects by My law, without respect to any conflicts of lavingiples.
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PART Il: FOR BENEFITS EARNED AND VESTED BEFORE JANUARY 1, 2005

1. Definitions . All words beginning with an initial capital lettand not otherwise defined herein shall haverteaning set forth in the
Employee Savings Plan. All singular terms defiirethis Plan will include the plural and vice versas used herein, the following
terms will have the meaning specified below:

“Basic Compensation” means such compensation dersletin the Employee Savings Plan, without regarthe Internal Revenue
Code Section 401(a)(17) annual compensation liraiat

“Committee” means the Compensation Committee oBbard of Directors of Constellation Energy Group.
“Constellation Energy Group” means Constellatiorefgyy Group, Inc., a Maryland corporation, or its@ssor.
“Death Benefit Contributions” means the death bi¢wehtributions described in Section 8.

“Deferred Compensation” means any compensationkpaysy Constellation Energy Group or its subsi@iatio a participant that is
deferred under the provisions of this Plan.

“Employee Savings Plan” means the Constellationr@n&roup, Inc. Employee Savings Plan as may bendewfrom time to time,
or any successor plan.

“Executive Annual Incentive Planmheans the Executive Annual Incentive Plan of Cdiasiien Energy Group, Inc. as may be amer
from time to time, or any successor plan, and/grather incentive plan designated in writing by Bian Administrator.

“Incentive Award” means an award granted underBkecutive Annual Incentive Plan or the Senior Maragnt Annual Incentive
Plan.

“Matching Contributions” means the matching conitibns described in Section 7.
“Plan Accounts” means amounts of a participant® employer’s contributions, and earnings underRtze.
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“Plan Administrator” means, as set forth in Sectnhe senior human resources executive of Cdastel Energy Group, Inc.

“Rabbi Trust” means the trust established by Cdlasten Energy Group pursuant to Grantor Trust Agnent dated as of April 30,
1999 between Constellation Energy Group and T. RBriee Trust Company.

“Rollover Contributions” means the rollover contritbns described in Section 9.

“Senior Management Annual Incentive Plan” means3trior Management Annual Incentive Plan of Cotatteh Energy
Group, Inc. as may be amended from time to timengrsuccessor plan, and/or any other incentive gésignated in writing by the
Plan Administrator.

“Termination From Employment” means a participaseparation from service with Constellation EneBrgup or a subsidiary of
Constellation Energy Group; however, a participatriansfer of employment to or from a subsidiargohstellation Energy Group
shall not constitute a Termination From Employment.

Plan Administration . The senior human resources executive of Coasitell Energy Group, Inc. is the Plan Administratod has
the sole authority (except as specified otherwiein) to interpret the Plan, and, in general, &kenall other determinations advisable
for the administration of the Plan to achieve itged objective.

Appeals of written decisions by the Plan Adminisiranay be made to the Committee. Decisions byCii@mittee shall be final and
not subject to further appeal. The Plan Admintstrahall have the power to delegate all or any pfnis/her duties to one or more
designees, and to withdraw such authority, by amitiesignation.

Eligibility and Participation . Each officer, management or key employee of @bliation Energy Group or its subsidiaries, may be
designated in writing by the Plan Administratoretigible to participate with respect to one or mofé¢he provisions of Sections 4, 5,
6, 7, 8, and 9, which designation will also ind&cathether all or part of such participant’s Plarcéunts will be held in the Rabbi
Trust. Once designated, eligibility shall contirurgil such designation is withdrawn at the
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discretion and by written order of the Plan Admiirator. Notwithstanding subsequent withdrawal lafikility of an employee, such
an employee with Plan Accounts will remain a pgvtiat of the Plan, except that no further deferoflsompensation under the Plan
are permitted. While designated as eligible wibpect to one or more of the provisions of Sectipris 6, 7, 8, or 9, an employee
may participate in the Plan to the extent set fortbuch designation.

Basic Compensation Deferral Election Unless otherwise designated in writing by thenPAdministrator, a participant may defer
Basic Compensation as set forth in this Sectioi garticipant may elect to defer up to 15% of nidyBasic Compensation. A
participant may also elect to defer up to 85% ohthly Basic Compensation, if any, after cumulativenthly Basic Compensation 1
the calendar year exceeds the dollar limitatiorfarh in Internal Revenue Code Section 401(a)(&8)adjusted by the Commissioner
for increases in the cost of living in accordandgthwternal Revenue Code Section 401(a)(17)(B)y deferrals shall be in 1%
multiples, or in such other manner establishechieyRlan Administrator from time to time, subjecatfjustment as necessary to
provide for any required withholding taxes. Sutdtton shall be made by notification in the forndamanner established by the Plan
Administrator from time to time, and shall be effee as of the beginning of the month following thenth during which the election
is received by the Plan Administrator. Such etatthay be revoked by notification in the form ananmer established by the Plan
Administrator from time to time, and shall be etfee as of the beginning of the month following thenth during which the
revocation is received by the Plan Administrator.

Incentive Award Deferral Election . A participant may elect to defer Incentive Awaaipensation in 1% multiples, or in such
other manner established by the Plan Administfaton time to time, subject to adjustment as neagseaprovide for any required
withholding taxes. Such election shall be madeuaty by notification in the form and manner esislsbd by the Plan Administrator
from time to time. Such annual election shall tedmprior to the Incentive Award performance yaad shall be effective as of the
first day of such performance year. If a participaitially becomes eligible to participate in tRé&an during a performance year, the
election for such performance year
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10.

must be made prior to the date the participanihitbecomes eligible to participate in the Pland shall be effective on such date.
Elections under this Section are irrevocable offfectve.

Other Deferral Election . A participant may elect to defer, in 1% multglether forms of compensation that are desigriated
writing by the Plan Administrator. Such electiomshbe made prior to the date the compensatioariged by the participant, by
notification in the form and manner establishedt®/Plan Administrator from time to time. Suchotilen is effective as of the date
the compensation is earned. Elections under #dsi@ are irrevocable once effective.

Matching Contributions . Matching Contributions are made by Constellafimergy Group to the Plan, after a participant’s
cumulative monthly Basic Compensations for the rodde year exceeds the dollar limitation set fontfnternal Revenue Code
Section 401(a) (17) (as adjusted by the Commissifameéncreases in the cost of living in accordangth Internal Revenue Code
Section 401(a) (17) (B)), in an amount equal tortdiie of Company Matching Contributions under theplbyee Savings Plan
multiplied by a participant’s monthly Basic Compatisn deferral.

Death Benefit Contribution . Constellation Energy Group made contributionseparate Plan Account balances during 2001 on
behalf of certain participants in connection withdifications made to the Company’s management destkfit program.

Rollover Contributions . A participant may rollover into this Plan therjidpant’s benefit earned and vested prior to January 15
under the Constellation Energy Group, Inc. Supplgalé’ension Plan, Senior Executive Supplementai,F8enior Management
Supplemental Pension Plan, the Supplemental ExecBtnsion Plan, or the Benefit Restoration Plaligctively, SERPS), upon the
participant’s retirement under a SERP, but forBleeefit Restoration Plan only if the present vadfisuch participant’s benefit under
that plan is at least $50,000.

Plan Accounts. Contributions shall be (i) credited to particip&tan Accounts as soon as practicable; (ii) toetktent designated by
the Plan Administrator, held for the benefit of ffeeticipant in the Rabbi Trust; and
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(iii) credited with earnings at the T. Rowe Priagn8nitt Cash Reserves Fund rate, or such otherdarshall replace this fund in the
Employee Savings Plan. However, a participant glegt (by notification in the form and manner etied by the Plan
Administrator from time to time) to have all or arfion of his/her Plan Accounts credited with eags at a rate equal to the T. Rowe
Price Summitt Cash Reserves Fund rate, the T. Rrige New Income Fund rate, or one or more of dtesrearned by investment
options available under the Employee Savings Riacept the Common Stock Fund and the Stable Valune FEarnings are credited
to Plan Accounts commencing on the day the cortidba are credited to the Plan AccountBlan Accounts will be valued daily in
the same manner as for Investment Funds undertipddyee Savings Plan.

A participant may elect to change the investmetibap for future contributions, which election dhze effective when the next
contributions are credited to the participant’siPdeccounts. A participant may elect to reallodat®ther investment options current
Plan Accounts, which election shall be effectivéhatsame time as, and valued in accordance wighinterfund transfer provisions
under the Employee Savings Plan. Such electioalt lsé made by notification in the form and manestablished by the Plan
Administrator from time to time.

Distributions of Plan Accounts. Distributions of Plan Accounts shall be madeash only, and to the extent designated by the Plan
Administrator, from the Rabbi Trust.

€) Elections as to timing.Prior to the end of the thirtieth (30 ) calenday after the date of a participant’s Terminationrro
Employment such participant must elect the timihdistributions of his/her Plan Accounts. The a@pant may elect (by
notification in the form and manner establishedh®/Plan Administrator from time to time) to begistributions (i) in the
calendar year following the calendar year of thetigipant’s Termination From Employment, (ii) inetlyear following the
year in which a participant attains age 70-1/Patir, or (iii) any calendar year between (i) aid (

(b) Elections as to form.A participant may elect (by notification in the fiorand manner established by

17




the Plan Administrator from time to time) to reaeilistributions in a single payment or in annuataiments during a period
not to exceed twenty-five (25) years. Such anmsthliments shall be made on a ratable basis pexioe participant may
elect a different initial installment payment (egpsed as a percentage of the participant’'s Planuitdalance). The single
payment or the first installment payment, whichesepplicable, shall be made within the first gi¢@0) days of the calendar
year elected for distribution. Subsequent insteiits, if any, shall be made within the first sig@p) days of each succeeding
calendar year until the participant’s Plan Accowares distributed. In the event no election is m@der to the end of the
thirtieth (301 ) calendar day after the date of dip@ant’s Termination From Employment, a partimip shall receive a
distribution in a single payment within the firgtty (60) days of the following year.

Earnings are credited to Plan Accounts througtd#te of distribution, and amounts held for instalirnpayments shall
continue to be credited with earnings, as specifiegection 11.

(© Revocation of elections A participant’s distribution election is irrevalgle on the thirtieth (30) calendar day after the d:
of a participant’s Termination From Employment; yicted, however a participant may subsequently naaiee-time post-
employment termination distribution election toe®® a lump-sum payout of the participant’s remarbalance, provided
such election is made no later than December 3ieofear that is at least one full calendar yeiar po the distribution date,
and is in the form and manner established by tha Rbministrator.

(d) Benefits payable upon death If the participant dies without designating a bégiafy in accordance with Section 12, or if
none of the designated beneficiaries are alivegttiige unpaid balance of his/her Plan Accountd slegpaid to the
participant’s estate within 60 days after notifioatto the Plan Administrator of the participardsath.

If the participant who has designated a benefi¢i@sy in accordance with Section 12 dies,
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12.

the entire unpaid balance of the participant’'s laoounts shall be paid to the beneficiary(ies)giested by the participant.
Payment shall be in the form of a lump sum, andl sleamade within sixty (60) days after notice efth is received by the
Plan Administrator.

In the event a participant’s deferred Incentive Atvia credited to the Plan after the participadgsth, such Incentive Award
shall be paid to the participant’s beneficiary(ieshe form of a lump sum as soon as administefitifeasible.

In the event that a participant’s beneficiary dpssr to the distribution of the participant’'s PlAccounts, the entire unpaid
balance of the participant’s Plan Accounts shalpaiel to the beneficiary(ies) designated by théigipant’s beneficiary by
notification in the form and manner establishedh®/Plan Administrator from time to time or, if designation was made, to
the estate of the participant’s beneficiary(ieBayment shall be made within sixty (60) days aitgice of death is received
by the Plan Administrator.

Beneficiaries. A participant shall have the right to desigreateeneficiary(ies) who is to receive a distribu&rpursuant to
Section 11 in the event of the death of the paudict.

Any designation, change or rescission of the desgign of beneficiary shall be made by notificatiorthe form and manner
established by the Plan Administrator from timéinee. The last designation of beneficiary receilsgdhe Plan Administrator shall
controlling over any testamentary or purported dssfion by the participant (or, if applicable, tharticipant’s beneficiary(ies)),
provided that no designation, rescission or chahgeeof shall be effective unless received by tla@ Rdministrator prior to the death
of the participant (or, if applicable, the parti@ig’'s beneficiary(ies)).

If the designated beneficiary is the estate, oretterutor or administrator of the estate, of theigdpant (or, if applicable, the
participant’s beneficiary(ies)), a distribution puant to Section 11 may be made to the person@)tity (including a trust) entitled
thereto under the will of the participant

19




13.

14.

(or, if applicable, the participant’s beneficiaBsg)), or, in the case of intestacy, under the laleting to intestacy.

Valuation of Interest . The Plan Administrator shall cause the value pérticipant’s Plan Accounts, at least once par gs of
December 31, to be determined separately and loeteeito Constellation Energy Group and the paudict (or, if applicable, the
participant’s beneficiary(ies)). Valuation of arfigipant’s Plan Accounts shall be determined inaxdance with the procedures
contained in the Employee Savings Plan.

Withdrawals . No withdrawals of Plan Accounts may be madeepka participant may at any time request a hgpdsfthdrawal

from his/her Plan Accounts if he/she has incurmedforeseeable financial emergency. An unforddedmancial emergency is
defined as severe financial hardship to the pasidi resulting from a sudden and unexpected illoesecident of the participant (or

of his/her dependents), loss of the participanttpprty due to casualty, or other similar extraoady and unforeseeable circumstances
arising as a result of events beyond the contrthefparticipant. The need to send a child toeg@lor the desire to purchase a home
are not considered to be unforeseeable emergentiescircumstance that will constitute an unfoeedde emergency will depend
upon the facts of each case.

A hardship withdrawal will be permitted by the Pladministrator only as necessary to satisfy an imiete and heavy financial nee
A hardship withdrawal may be permitted only to é&x¢éent reasonably necessary to satisfy the finaneied and any anticipated taxes
that arise from the distribution. Payment mayb®inade to the extent that such hardship is orbreaglieved (i) through
reimbursement or compensation by insurance or wikey (ii) by liquidation of the participant’s asseto the extent the liquidation of
such assets would not itself cause severe finaharaship, or (iii) by cessation of deferrals untter Plan.

The request for hardship withdrawal shall be madadiification in the form and manner establishgdhe Plan Administrator from
time to time. Such hardship withdrawal will be péted only with approval of the Plan AdministratoFrhe participant will receive a
lump sum payment after the Plan Administrator e reasonable time to consider and then approvesthest.
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15.

Miscellaneous. A participant’s Plan Accounts shall not be sabje alienation or assignment by any participartteneficiary nor
shall any of them be subject to attachment or gament or other legal process except (i) to thergxgpecially mandated and directed
by applicable State or Federal statute; and (ifegsiested by the participant or beneficiary tésgatncome tax withholding or
liability.

This Plan may be amended from time to time or sudpe or terminated at any time at the written diogcof the Committee. No
amendment to or termination of this Plan shall imfee rights of any participant or beneficiary lviespect to amounts in his/her P
Accounts before the date of such amendment or tedtioin.

Participation in this Plan shall not constituteoattact of employment between Constellation Ené&gyup and any person and shall
not be deemed to be consideration for, or a camditf, continued employment of any person.

The Plan, notwithstanding the creation of the Ralhst, is intended to be unfunded for purposeEitté | of the Employee
Retirement Income Security Act of 1974. Const@laEnergy Group shall make contributions to thélRarust in accordance with
the terms of the Rabbi Trust. Any funds which rbayinvested and any assets which may be held taderbenefits under this Plan
shall continue for all purposes to be a part ofgéeeral funds and assets of Constellation Energygsand no person other than
Constellation Energy Group shall by virtue of thieyisions of this Plan have any interest in suaidfiand assets. To the extent that
any person acquires a right to receive paymenis ffonstellation Energy Group under this Plan, sigtits shall be no greater than
the right of any unsecured general creditor of @dlagion Energy Group.

In the event Constellation Energy Group becomesry po a merger, consolidation, sale of substlynté of its assets or any other
corporate reorganization in which Constellation iggeGroup will not be the surviving corporationiorwhich the holders of the
common stock of Constellation Energy Group willgiwe securities of another corporation (in any stebe, the “New Company”),
then the New Company shall assume the rights alglabions of Constellation Energy Group under tian.
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This Plan shall be governed in all respects by NMa law, without respect to any conflict of lawdngiples.
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Purpose and Nature of the PlaiThe objective of the Deferred Compensation RdatNon-Employee Directors (“Plan”) is to offer a
portion of the Compensation of non-employee Directif Constellation Energy Group, Inc. (“Companiyi’the form of Stock Units,
thereby promoting a greater identity of interestlgen Constellation Energy Group’s non-employee@aors and its stockholders,
and to enable such Directors to defer receipt ®f tBompensation that is payable in cash. The Bldivided into sections that
separately address benefits earned and vestedadteodanuary 1, 2005, which are subject to IrtieRevenue Code section 409A,
and benefits earned and vested before Januarydh, @hich are “grandfathered” under Internal Revee@ode section 409A.

Definitions. As used herein, the following terms will have theaning specified below:

“ Annual Retainef means the amount payable by Constellation Energy&to a Director as annual compensation for peréorce o
services as a Director, and includes CommitteerGhtiners. All other amounts (including withdintitation Board/committee
meeting fees, and expense reimbursements) shalkdbeded in calculating the amount of the Annuaiaiitesr.

“ Board” means the Board of Directors of Constellation fgyeGroup.

“Cash Account means an account by that name established pursu&ection 7. The maintenance of Cash Accowntsri
bookkeeping purposes only.

“ Change in Control means the occurrence of any one of the followemgnts:

0] individuals who, on January 24, 2003, constitugeeBloard (the Incumbent Directors ") cease for any reason to constitute
at least a majority of the Board, provided that peyson becoming a director subsequent to Jandar30®3, whose election
or nomination for election was approved by a vdtatdeast two-thirds of the Incumbent Directorsriton the Board (either
by a specific vote or by approval of the proxy staént of Constellation Energy Group (th€dmpany ") in which such
person is named as a nominee for director, withwiiten objection to such nomination) shall be acumbent Director;
provided, however, that no




(i)

(iii)

individual initially elected or nominated as a dii@ of the Company as a result of an actual @atened election contest
with respect to directors or as a result of anyeo#ctual or threatened solicitation of proxiesobyn behalf of any person
other than the Board shall be deemed to be an IbentDirector;

any “person” (as such term is defined in Sectia)(®) of the Securities Exchange Act of 1934, asrmaed (the Exchange
Act ") and as used in Sections 13(d)(3) and 14(d)(2hefExchange Act) is or becomes a “beneficial av(ees defined in
Rule 13d-3 under the Exchange Act), directly oiiriexctly, of securities of the Company represenfiffo or more of the
combined voting power of the Company’s then outditagn securities eligible to vote for the electidrtte Board (the “
Company Voting Securities”); provided, however, that the event described in this paragraphf@lshot be deemed to be
Change in Control by virtue of any of the followiagquisitions: (A) by the Company or any corpanativith respect to
which the Company owns a majority of the outstagdihares of common stock or has the power to votirect the voting
of sufficient securities to elect a majority of tthieectors (a ‘Subsidiary Company”), (B) by any employee benefit plan (or
related trust) sponsored or maintained by the Campa any Subsidiary Company, (C) by any underwtienporarily
holding securities pursuant to an offering of saehurities, (D) pursuant to a Non-Qualifying Trast&m (as defined in
paragraph (iii)), or (E) pursuant to any acquisitity Plan participant or any group of persons iditlg Plan participant (or
any entity controlled by Plan participant or angup of persons including Plan participant);

consummation of a merger, consolidation, statustigre exchange or similar form of corporate trats@adénvolving the
Company or any of its Subsidiary Companies,Basiness Combination’), unless immediately following such Business
Combination: (A) more than 60% of the total votpmwver of (x) the corporation resulting from sudlisBiess Combination
(the “ Surviving Corporation "), or (y) if applicable, the ultimate parent corption that directly or indirectly has beneficial
ownership of at least 95% of the voting securiéigible to elect directors of the Surviving Coration (the “Parent
Corporation ), is represented by Company Voting Securities tere outstanding immediately prior to such Busine
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(iv)

Combination (or, if applicable, is represented bgrss into which such Company Voting Securitiessweemverted pursuant
to such Business Combination), and such voting p@weng the holders thereof is in substantiallyséae proportion as tl
voting power of such Company Voting Securities agthre holders thereof immediately prior to the Besis Combination,
(B) no person (other than any employee benefit fdamelated trust) sponsored or maintained bySteviving Corporation ¢
the Parent Corporation), is or becomes the beaéfieiner, directly or indirectly, of 20% or moretbg total voting power of
the outstanding voting securities eligible to eldicectors of the Parent Corporation (or, if thisreo Parent Corporation, the
Surviving Corporation) and (C) at least a majoafythe members of the board of directors of theeRa€orporation (or, if
there is no Parent Corporation, the Surviving Coaion) following the consummation of the Busin€ssmbination were
Incumbent Directors at the time of the Board’s appt of the execution of the initial agreement pding for such Business
Combination (any Business Combination which satsséill of the criteria specified in (A), (B), ard)(above shall be deem
to be a “Non-Qualifying Transaction ”); or

the stockholders of the Company approve a plamofidete liquidation or dissolution of the Compaaythe consummation
of a sale of all or substantially all of the Comparassets.

Notwithstanding the foregoing, a Change in Condfdhe Company shall not be deemed to occur sbletause any person acquires
beneficial ownership of more than 20% of the Conypdating Securities as a result of the acquisitdCompany Voting Securities
by the Company which reduces the number of Companting Securities outstanding; providethatif after such acquisition by the
Company such person becomes the beneficial owreddifional Company Voting Securities that increatbe percentage of
outstanding Company Voting Securities beneficialyned by such person, a Change in Control of thag2my shall then occur.

“ Committee” means the Compensation Committee of the Board.

“ Common StockR means the common stock, without par value, of Seltation Energy Group.

“ Compensatiori means any Annual Retainer and meeting fees payablConstellation Energy Group to a participant in
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his/her capacity as a Director. Compensation ebadiexpense reimbursements paid by ConstellatienglrGroup to a participant in
his/her capacity as a Director.

“ Constellation Energy Groupmeans Constellation Energy Group, Inc., a Margilaorporation, or its successor.

“ Deferred Cash Compensatidmeans any cash Compensation that is voluntagfgmed by a participant pursuant to Section 6.
“ Director " means a member of the Board who is not an emplo@je€onstellation Energy Group or any of its sdizsies/ affiliates.

“ Disability " or “ Disabled” means:

0] For amounts earned and vested before January %, 220 the Plan Administrator has determined tiwat
participant is unable to fulfill his/her responéites of Board membership because of iliness jurin For purposes
of this Plan, a participant’s eligibility to paripate shall be deemed to have terminated on tletdsshe is
determined by the Plan Administrator to be Disabled

(i) For amounts earned and vested on or after Janu@g05, that the participant is unable to engagaminsubstantial
gainful activity by reason of any medically detenatble physical or mental impairment that can besetaul to last a
continuous period of not less than 12 months arlt@s death. For purposes of this Plan, a paréiot’s eligibility to
participate shall be deemed to have terminatedh@mate the Plan Administrator receives the doctatien of
Disability.

“ Earnings” means, with respect to the Cash Account, hypatakinterest credited to the Cash Account.
“ Earnings” means, with respect to the Stock Account, hypiithédividends credited to the Stock Account.

“ Fair Market Value’ means, as of any specified date, the averagéndgsice of a share of Common Stock on the “NewkY8tock
Exchange Composite Transactions” averaged for &t necent 20 days during which Common Stock wadett on
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the New York Stock Exchange (including such valratiate if a trading date).

“ Plan Accounts means a participant’s Cash Account and/or Stockolint. The maintenance of Plan Accounts is fakkeeping
purposes only.

“ Plan Administratof’ means, as set forth in Section 3, the Board.

“ Stock Account’ means an account by that name established purtu&ection 8. The maintenance of Stock Accoimtsr
bookkeeping purposes only.

“ Stock Unit(s)” means the share equivalents credited to a Paatitis Stock Account pursuant to the Plan. Theafi&tock Units is
for bookkeeping purposes only; the Stock Unitsrareactual shares of Common Stock. Constellatioargy Group will not reserve
or otherwise set aside any Common Stock for onjo&tock Account.

“VP-HR"” means the senior human resources execofiv@onstellation Energy Group.

Plan Administration

@) Plan Administrator The Plan is administered by the Board, who h&saathority to interpret the Plan, and, in general
make all other determinations advisable for theiadination of the Plan to achieve its stated dlbyec Decisions by the Pl
Administrator shall be final and binding upon argons for all purposes. The Plan Administratatldiave the power to
delegate all or any part of its non-discretionanyiek to one or more designees, and to withdraw authority, by written
designation.

(b) Amendment This Plan may be amended from time to time opended or terminated at any time, at the writteeadion of
the Plan Administrator. However, amendments reguio keep the Plan in compliance with applicaéesl and regulations
may be made by the VP-HR on advice of counsel.hidgtherein creates a vested right.

(©) Indemnification- The Plan Administrator (and its designees), Ghair of the Board, Chief Executive Officer, Presigend
VP-HR and all other employees of Constellation Byebroup or its subsidiaries/affiliates whose ass@yduties include
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matters under the Plan, shall be indemnified bysBalation Energy Group or its subsidiaries /&dfiis or from proceeds
under insurance policies purchased by Constell&iwergy Group or its subsidiaries/affiliates, agaamny and all liabilities
arising by reason of any act or failure to act miadgood faith pursuant to the provisions of tharRlincluding expenses
reasonably incurred in the defense of any relal&@ctc

Eligibility and Participation

(a) Mandatory participation A Director, at the discretion of the Board, mayrkquired at such times designated by the Board t
participate in this Plan with respect to the retefpall or part of his/her Compensation in thenfioof Stock Units under
Section 5 of the Plan.

(b) Voluntary participationr A Director is eligible to participate in the Plag electing to defer all or certain portions of th
participant’'s Compensation, that is payable in caslder Section 6 of the Plan, while so classified.

(c) Termination of participation Eligibility to participate shall terminate on tdate the participant ceases to be a Director.
Notwithstanding termination of eligibility, suchgzen with Plan Accounts will remain a participaftize Plan, solely for
purposes of the administration of existing Plan@d\ets, and no additional Stock Units will be granéad no further deferre
of cash Compensation under the Plan will be peechitt

Mandatory Stock Units To the extent designated from time to time lgyBoard as set forth in Section 4(a), the Stockoot of a
participant will be credited on January 1 of eagplizable calendar year with Stock Units equahi® number of shares of Common
Stock (including fractions of a share) that coudddn been purchased, with the applicable percelftaggesignated by the Board) of
participant’'s Annual Retainer for such calendaryatFair Market Value on January 1.

If a participant initially becomes a Director dugisuch applicable calendar year, the Stock Accofitite participant for such calendar
year will be credited, on the date that is the fil@y of the calendar month after the participaitially becomes a Director, with Stock
Units equal to the number of shares of Common Sfiockuding
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fractions of a share) that could have been purchasEair Market Value on such date, with an amegpotal to (i) the applicable
percentage (as designated by the Board) of thecipant's Annual Retainer multiplied by (ii) a fridmn the numerator of which is the
number of calendar months in the calendar yeamdrefter the date the participant initially becoradsirector (counting a partial
month as a full month), and the denominator of Whigc12.

The Stock Account will be maintained pursuant tota 8.

Deferral Elections

€)) Cash Compensation Deferral Elections

(i)

(ii)

(iii)

(iv)

Amount of deferral A participant may elect to defer none, all Yfiftercent (50%), or sevenfixe percent (75%) ¢
his/her other Compensation that is payable in ¢iash one hundred percent (100%) of all other Cengation that i
not granted in shares of common stock or Stockd)lnd participant’s cash Compensation deferraltedaowvith
respect to the Annual Retainer shall specify whetive deferred Annual Retainer is to be creditethéoCash
Account or to the Stock Account. All other Casim@@ensation that a participant elects to defer glcredited to
the Cash Account.

Annual elections The deferral election shall be made by writtetifitation to the VP-HR. Such election shall be
made prior to the calendar year during which thaiegble cash Compensation is payable, and shaffeetive as ¢
the first day of such calendar year.

Initial elections: If a participant initially becomes a Director thg a calendar year, the election for such calendar
year must be made within thirty (30) calendar daysr the date the participant initially becomesirector, and sha
be effective with respect to Compensation earned #ie date the election is received by the VP-HR.

Revocation Elections under this Section shall remain ireffor all succeeding calendar years until revoked
Elections may be revoked by written notificatiorthe VP-HR, and shall be effective as of the fii@y of the
calendar year




following the calendar year during which the revamais received by such VP-HR.

(V) Notwithstanding anything herein contained to thet@ry, the Plan Administrator shall have the righits sole
discretion to permit participants to defer othergentages of the Annual Retainer and/or other @nisgtion that is
payable in cash than those identified in Secti@)(§( Such an action on the part of the Plan Adstiator shall tak
effect on the first day of the calendar year follogvthe date of the action.

(b) Equity Compensation Deferral Elections

0] Amount of deferral To the extent that a portion of Compensatigpais! in the form of restricted common stock,
the participant may elect to defer none or allhef testricted stock award into deferred Stock Unltse amount
deferred is credited to the participant’s Stock dwtt on January 1 (or, if later, the first day lué first month after
the participant becomes a Director). A participmBtock Account shall be credited with Stock Urmtgial to the
number of shares of Common Stock (including fraxtiof a share) that could have been purchasedhétialue of
such deferred restricted stock award, at Fair Mavledue on such date.

If a participant ceases to be a Director prior tc@mber 31 of any calendar year, the participalhfavfeit a pro-
rated amount of the deferred restricted stock awsatiwas credited to the Stock Account duringdhlendar year.
The amount forfeited shall equal the amount ofdéferred restricted stock award credited duringcidendar year
times a fraction, the numerator of which is the bemof full calendar months in the calendar yeterahe
participant’s Board membership ceased, and therderator of which is 12 (or, for a participant whedame a
Director during the calendar year, the number oftin® during the calendar year after the participecame a
Director (including the month Board membership canoed)).

(i) Annual elections The deferral election shall be made by writtetifitation to the VP-HR. Such
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election shall be made prior to the calendar yeand which the applicable equity Compensationagable, and
shall be effective as of the first day of such ndkr year.

(i) Initial elections. If a participant initially becomes a Director thg a calendar year, the election for such calendar
year must be made within thirty (30) calendar daysr the date the participant initially becomesirector, and sha
be effective with respect to Compensation earned #ie date the election is received by the VP-HR.

(v) Revocation Elections under this Section shall remain ireffor all succeeding calendar years until revoked
Elections may be revoked by written notificatiorthe VP-HR, and shall be effective as of the fii@y of the
calendar year following the calendar year duringcWwhhe revocation is received by such VP-HR.

Cash Accounts The portion of the Annual Retainer that a pgyéat has elected to defer into the Cash Accouatddited to the
participant’s Cash Account on January 1 (or ifdatiee first day of the first month after the peiiant becomes a Director). All other
cash Compensation that a participant has electddfer is credited to the participant’s Cash Acaameach date such cash
Compensation would otherwise have been paid t®ttextor. A participant’s Cash Account shall bedited with earnings at the rate
earned by the T. Rowe Price Stable Value Fund uth@e€onstellation Energy Group, Inc. Employee SgwiPlan, or such other fund
as shall replace this fund in the Constellationrgnésroup, Inc. Employee Savings Plan from timénwe, and computed in the same
manner as under such plan. Earnings are creditdetCash Account commencing on the date thecgipé Deferred Cash
Compensation is credited to the Cash Account. piidicipant ceases to be a Director prior to Ddmem31 of any calendar year, the
participant will forfeit a pro-rated amount of tA@enual Retainer that was credited to the Cash Actduring the calendar year. The
amount forfeited shall equal the Annual Retaineoam credited during the calendar year times aifracthe numerator of which is
the number of full calendar months in the calendsar after the participant's Board membership oased the denominator of which
is 12 (or, for a participant who became a Direclaring the calendar year, the number of months
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during the calendar year after the participant bexa Director (including the month Board membersiimmenced).

Stock Accounts The Board may specify that the portion of thendal Retainer or any equity grant that a particieas elected to
defer into the Stock Account is credited to thetipgrant’s Stock Account on January 1 (or if latie first day of the first month after
the participant becomes a Director). A particifmBtock Account shall be credited with Stock Umitgial to the number of shares of
Common Stock (including fractions of a share) tatld have been purchased with such deferred Cosagien, at Fair Market Value
on such date.Grants of mandatory Stock Units are credited taStuek Account as set forth in Section 5.

If a participant ceases to be a Director prior stt@nber 31 of any calendar year, the participalhfarfeit a pro-rated amount of the
Annual Retainer or any equity grant that was ceetlib the Stock Account during the calendar y&dre amount forfeited shall equal
the Annual Retainer amount and/or any equity geaedited during the calendar year times a fractiioea,numerator of which is the
number of full calendar months in the calendar yweétar the participant's Board membership ceased the denominator of which is
12 (or, for a participant who became a Directoiirtlyithe calendar year, the number of months dufiegcalendar year after the
participant became a Director (including the mdattard membership commenced)).

As of any dividend distribution date for the Comnftock, the participant’s Stock Account shall bedited with additional Stock
Units equal to the number of shares of Common Stinckuding fractions of a share) that could haeero purchased, at the closing
price of a share of Common Stock on such datepsterl on the New York Stock Exchange — Compositan3actions, with the
amount which would have been paid as dividend$hahriumber of shares (including fractions of a ghaf Common Stock which is
equal to the number of Stock Units then creditethé&oparticipant’s Stock Account.

In the event of any change in the outstanding shaf€ommon Stock by reason of any stock dividensptit, recapitalization,
combination or exchange of shares or other sirshanges in the Common Stock, then appropriate tadgugs shall be made in the
number of Stock Units in each participant’'s Stoadcdunt. Such adjustments shall be made effectih® date of the change related
to the Common Stock.

10
Distributions of Plan Accounts
€) Generally. Distributions of Plan Accounts shall be madeash only, from the general assets of Constelldivergy
Group.
(b) Timing of distribution.
0] For amounts earned and vested before January %,: Z0farticipant may elect (by notification in therfn and

manner established by the VP-HR from time to titod)egin distributions (i) in the calendar yeatdaling the
calendar year that eligibility to participate temates, (ii) in the calendar year following the calar year in which a
participant attains age 70, if later, or (iii) acglendar year between (i) and (ii). Such electarst be made prior to
the end of the calendar year in which eligibilidyparticipate terminates. Alternatively, a papant who reaches a
70 while still a Director may elect to begin dibtrtions, in the calendar year following the calendzar that the
participant reaches age 70, of amounts in his/fer Rccounts as of the end of the calendar yeapé#ncipant
reaches age 70. Such election must be made pribetend of the calendar year in which the paxdict reaches age
70, and a distribution election to receive any sabgntly deferred amounts beginning in the calepdar following
the calendar year that eligibility to participageniinates, must be made prior to the end of thendar year in which
eligibility to participate terminates.

(i) For amounts earned and vested on or after Janu2605:

(1) Initial elections. At the time of the participant’s initial deferelection pursuant to Section 6, the
participant shall elect (in the form and mannealelshed by the VP-HR from time to time) to begin
distributions (a) in the calendar year following ttalendar year that eligibility to participatentémates,
(b) in the calendar year following the calendarryigavhich a participant attains age 70, if latar(c) any
calendar year between (a) and (b).
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(2) Subsequent electionsA participant can make a subsequent distributiection as to timing. However,
such election shall take effect no earlier thambhths from the date the subsequent election &ved by
the VP-HR, and will delay the benefit commencenuie five years from the date such payment would
otherwise have been paid. A participant may revakelection as to timing no later than 12 mongfete
the scheduled payment date.

(©) Form of distribution

(i)

(ii)

For amounts earned and vested before January %.: 28(participant may elect (by notification in them and
manner established by the VP-HR from time to titogleceive distributions in a single payment oammual
installments during a period not to exceed fiftgears. The single payment or the first installmEmtment,
whichever is applicable, shall be made within tingt &ixty (60) calendar days of the calendar yeacted for
distribution. Subsequent installments, if any lidb@ made within the first sixty (60) calendar dayf each
succeeding calendar year until the participantgPccounts have been paid out.

For amounts earned and vested on or after Janu2805:

(1) Initial elections At the time of the participarg’initial deferral election pursuant to Sectioh& participar
shall elect (in the form and manner establishethbyWP-HR) to receive distributions in a single eyt or
in annual installments during a period not to exices (10) years. The single payment or the first
installment payment, whichever is applicable, shallmade within the first sixty (60) calendar dafthe
calendar year elected for distribution. Subseqiretaliments, if any, shall be made within thetfisixty
(60) calendar days of each succeeding calendamygihthe participant Plan Accounts have been paid
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(d)

()

(f)

(2) Subsequent electionsA participant can make a subsequent distribugiection as to form. However,
such election shall take effect no earlier thambhths from the date the subsequent election &ved by
the VP-HR, and will delay the benefit commencenuie five years from the date such payment would
otherwise have been paid. A participant may revakelection as to form no later than 12 monthsieef
the scheduled payment date.

Default election In the event applicable elections are not tirmfde, a participant shall receive a distributioa single
payment within the first sixty (60) calendar dayshe calendar year following the calendar yeat éhigibility to participate
terminates. Any subsequent change to such elestialh be subject to delay in accordance with 8astB(b)(ii)(2) or (c)(ii)

(2).

Earnings. Earnings are credited to the Cash Account thrdhg date of distribution, and amounts held fstatiment
payments shall continue to be credited with Earqinghe value of the Cash Account that is payablsash on the date of the
single payment distribution is equal to the balandafe Cash Account on the date that is no eatti@n five (5) calendar days
prior to the day of such distribution (“Distributid/aluation Date”). The amount of any cash disttiiin to be made in
installments from the Cash Account will be deteraditpy multiplying (i) the balance in such Cash éwat on the
Distribution Valuation Date by (ii) a fraction,dmumerator of which is one and the denominatevio€h is the number of
installments in which distributions remain to bedadincluding the current distribution).

Death or disability

0] Amount of payment If a participant dies or becomes Disabled, thtre unpaid balance of his/her Plan Accounts
shall be paid to the beneficiary(ies) designategicicordance with Section 10. If no designation masle, in the
event of death, the balance of the Plan AccourdaB bh paid to the estate of the participant, anthé event of
Disability, to the participant.
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(i)

The value of the Stock Account, which is equah® number of Stock Units in the Stock Account nplikid by the
Fair Market Value on the date of the participadisth or Disability, is transferred to the Cash @t on such
date. Earnings are credited to the Cash Accouotigh the date of distribution, and amounts hetdrfstallment
payments shall continue to be credited with Eamminghe value of the Cash Account that is payabtzsh on the
date of the single payment distribution is equahtbalance in the Cash Account on the date shad earlier than
five (5) calendar days prior to the day of suchritistion (“Beneficiary Distribution Valuation Dde The amount
of any cash distribution to be made in installmdrds the Cash Account will be determined by muyipg (i) the
balance in such Cash Account on the Beneficiaryribigtion Valuation Date by (ii) a fraction, the merator of
which is one and the denominator of which is theber of installments in which distributions rem&irbe made
(including the current distribution).

Timing of payment

(1) Payment shall be made within sixty (60) calendasddter notice of death or Disability is receivmdthe
VP-HR, unless the participant elected (in the famd manner established by the VP-HR from timente}i
a delayed and/or installment distribution optiondesignated beneficiary(ies) in accordance with th
provisions in Section 9(f)(iii)(2) or (3) as ap@iule; provided, however that (i) such a distribotoption
election shall be effective only if the value oétparticipant’s Plan Accounts is more than $50.006he
date of the participant’s death or Disability; giifthe final distribution must be made to sucméficiary
(ies) no later than 15 years after the particimad€ath or Disability.

(2) For amounts earned and vested before January %, Z0participant may elect in the form and manner

established by the VP-HR from time to time for payts to a beneficiary to be paid within 60 daythef
participant’s
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Death or disability, or within the first 60 daysatalendar year that is no more than 15 yearstafe
participant’s death. After the end of the calengar that a participargt’eligibility to participate terminate
a participant’s election regarding the timing dfistribution for a particular beneficiary is irresable;
provided, however, that the participant may makienang election for a new beneficiary who is inilya
designated after the participant’s eligibility tarficipate terminates, and such election is irrebde with
respect to the new beneficiary.

3) For amounts earned and vested on or after Janu280%: Payments to a designated beneficiary shall be
at the same time as elected by the participantéoralance with Section 9(b)(ii).

(i) Form of payment

(1) Default form of payment If the participant’s Plan Account balances asslthan $50,000 on the date of
the participant’s death or Disability, the paymsimall be in the form of a lump sum. For balanbes t
exceed $50,000, payments shall be in the form Beddéh Section 9(f)(iii)(2) or (3) as applicable.

(2) For amounts earned and vested before January %,: 280any time up until the end of the calendarryea
that a participant’s eligibility to participate teinates, the participant may elect (in the form arahner
established by the VP-HR from time to time) a fayfristribution for each designated beneficiaryeTh
form shall either be a lump sum or annual instafitee After the end of the calendar year that #@pant’s
eligibility to participate terminates, a distribani option election for a particular beneficiaryrigvocable.
However, the participant may make a distributioti@pelection for a new beneficiary who is initiall
designated after the participant’s eligibility tarpcipate terminates, and
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such election is irrevocable with respect to the beneficiary.

3) For amounts earned and vested on or after Janu2605: Payments to a designated beneficiary shall be
in the same form as elected by the participant@oedance with Section 9(c)(ii).

(iv) Upon the death of a participant’s beneficiary éeito a delayed and/or installment distributidie éntire unpaid
balance of the participant’s Cash Account shalbdiel to the beneficiary(ies) designated by theigipent’s
beneficiary by notification in the form and manestablished by the VP-HR from time to time or,dfehesignation
was made, to the estate of the participant’s beiaeji. Payment shall be made within sixty (60ecalar days after
notice of death is received by such VP-HR. Theealf the Cash Account that is payable in caskjisleto the
balance in the Cash Account on the date that maniter than five (5) calendar days prior to thg dhsuch
distribution.

(v) Administratofs discretion ovetgrandfatheredamounts Notwithstanding anything herein contained to the
contrary, for amounts earned and vested beforeadgdy 2005, the Plan Administrator shall havertghbt in its sole
discretion to (1) vary the manner and timing otrilisitions of a participant or beneficiary entitlieda distribution
under this Section 9, and may make such distribstio a single payment or over a shorter or lopgeiod of time
than that elected by a participant; and (2) vaeyghriod during which the closing price of CommaocR is
referenced to determine the value of the Stock Aontthat is transferred to the Cash Account ord#te on which
the participant’s eligibility to participate ternsites. Any affected participants will not partidipén exercising such
discretion.

10. Beneficiaries A participant shall have the right to designateange or rescind a beneficiary(ies) who is toiueca distribution
(s) pursuant to Section 9 in the event of the defthe participant. A participant’s beneficiasg) for whom a delayed and/or
installment distribution option was elected shalé the right to
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11.

12.

designate a beneficiary(ies) who is to receivest&ribution pursuant to Section 9 in the event efdleath of the participant’s
beneficiary(ies).

Any designation, change or recision of the designatf beneficiary shall be made by notificatiortiire form and manner established
by the VP-HR from time to time. The last desigoatdf beneficiary received by such VP-HR shall batwlling over any
testamentary or purported disposition by the pigdiat (or, if applicable, the participant’s benédig(ies)), provided that no
designation, recision or change thereof shall Bectfe unless received by such VP-HR prior todkath of the participant (or, if
applicable, the death of the participant’s benafigies)).

If the designated beneficiary is the estate, oretterutor or administrator of the estate, of theigdpant (or, if applicable, the
participant’s beneficiary(ies)), a distribution puant to Section 9 may be made to the person@)tiay (including a trust) entitled
thereto under the will of the participant (or, ffdicable, the participant’s beneficiary(ies)), iorthe case of intestacy, under the laws
relating to intestacy.

Valuation of Plan Accounts The Plan Administrator shall cause the valua pérticipant’s Plan Accounts to be determined and
reported to Constellation Energy Group and theigpent at least once per year as of the last legsiday of the calendar year. The
value of the Stock Account will equal the numbeBtdck Units in the Stock Account multiplied by ttlesing price of a share of
Common Stock on the last business day of the cateyehr as reported on the “New York Stock Exchabgeposite Transactions”.
The value of the Cash Account will equal the bagaimcthe Cash Account on the last business dayeo€élendar year.

Withdrawals. No withdrawals of Plan Accounts may be madegepka participant may at any time request a hgpdstihdrawal
from his/her Plan Accounts if he/she has incurmredrforeseeable financial emergency. An unforddedmancial emergency is
defined as severe financial hardship to the padidi resulting from a sudden and unexpected illoesecident of the participant (or
of his/her dependents), loss of the participantipprty due to casualty, or other similar extraoady and unforeseeable circumstances
arising as a result of events beyond the contrthefparticipant. The need to send a child toeg@lor the desire to purchase a home
are not considered
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13.

to be unforeseeable emergencies. The circumsthatill constitute an unforeseeable emergencldeibend upon the facts of each
case.

A hardship withdrawal will be permitted by the Pladministrator only as necessary to satisfy an imiete and heavy financial nee
A hardship withdrawal may be permitted only to &xéent reasonably necessary to satisfy the finhneied and any anticipated taxes
that arise from the distribution. Payment mayb®made to the extent that such hardship is orbeaglieved (a) through
reimbursement or compensation by insurance or wikey (b) by liquidation of the participant’s assdb the extent the liquidation of
such assets would not itself cause severe finaharaship, or (c) by cessation of deferrals underRlan.

The request for hardship withdrawal shall be madadiification in the form and manner establishgdhe Plan Administrator from
time to time. Such hardship withdrawal will be péted only with approval of the Plan AdministratoFrhe participant will receive a
lump sum payment after the Plan Administrator e reasonable time to consider and then approvesthest.

The value of the Stock Account for purposes of pssing a hardship cash withdrawal is equal to timher of Stock Units in the
Stock Account multiplied by the Fair Market Value the date on which the hardship withdrawal is pssed. The value of the Cash
Account for purposes of processing a hardship eatttdrawal is equal to the balance in the Cash Aoton the date on which the
hardship withdrawal is processed.

Change in Contral The terms of this Section 13 shall immediatedgdime operative, without further action or condsnany person
or entity, upon a Change in Control, and once dperahall supersede and control over any othevigians of this Plan. Upon the
occurrence of a Change in Control followed withireg/ear of the date of such Change in Control byptirticipant’s cessation of
Board membership for any reason, such participiaait be paid the value of his/her Plan Accounta single, lump sum cash
payment. The value of the Stock Account, whickgsal to the number of Stock Units in the Stockdod multiplied by the Fair
Market Value on the date of the participantessation of Board membership, is transferrédedash Account on such date. Earn
are credited to the Cash Account through the dadiéstribution. The value of the Cash Account tisgbayable in cash on the
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14.

15.

16.

17.

date of the single lump sum cash payment is equilet balance in the Cash Account on the dateghmat earlier than five (5) calenc
days prior to the day of such distribution. Suelgyment shall be made as soon as practicable, Imat @vent later than thirty (30)
calendar days after the date of the participar@ssation of Board membership. On or after a Chan@®ntrol, no action, including,
but not by way of limitation, the amendment, suspem or termination of the Plan, shall be takenalthivould affect the rights of any
participant or the operation of this Plan with redpto the balance in the participant’s Plan Ac¢sun

Withholding. Constellation Energy Group may withhold to thléeat required by law all applicable income andeotfaxes from
amounts deferred or distributed under the Plan.

Compliance with Code section 409AThis Plan is intended to comply and shall be iathtered in a manner that is intended to
comply with section 409A of the Code and shall bestrued and interpreted in accordance with sugmin To the extent that an
Award and/or payment is subject to section 409£hefCode, it shall be awarded and/or paid in a mativat will comply with sectio
409A of the Code, including proposed, temporarfiral regulations or any other guidance issuedhgySecretary of the Treasury and
the Internal Revenue Service with respect ther@imy provision of this Plan that would cause an Advand/or payment to fail to
satisfy section 409A of the Code shall have nodamed effect until amended to comply with Codeisact09A (which amendment
may be retroactive to the extent permitted by apblie law).

Copies of Plan Available Copies of the Plan and any and all amendmeatstih shall be made available to all participamnitsnd
normal business hours at the office of the Plan iibtrator.

Miscellaneous

€)) Inalienability of benefits Except as may otherwise be required by law ortamuler, the interest of each participant or
beneficiary under the Plan cannot be sold, pledgssigned, alienated or transferred in any manniee subject to attachme
or other legal process of whatever nature; provitiedvever, that any applicable taxes may be withfrelm any cash benefit
payment made under this Plan.
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(b) Controlling law- The Plan and its administration shall be govermethe laws of the State of Maryland, without rspto
any conflicts of law principles, except to the extpreempted by federal law.

(©) Gender and numberA masculine pronoun when used herein refers th been and women and words used in the singular
are intended to include the plural, and vice verdgnever appropriate.

(d) Titles and headingsTitles and headings to articles and sectionbénRlan are placed herein solely for convenience of
reference and in any case of conflict, the texhefPlan rather than such titles and headings sbattol.

(e) References to lawAll references to specific provisions of any fesleor state law, rule or regulation shall be deeneealso
include references to any successor provisionsn@nadments.

) Funding and expense®enefits under the Plan are not vested or funded,shall be paid out of the general assets of
Constellation Energy Group. To the extent that pergon acquires a right to receive payments fromstllation Energy
Group under this Plan, such rights shall be notgrehan the right of any unsecured general credit€onstellation Energy
Group. The expenses of administering the Planheilborne by Constellation Energy Group.

(9) Not a contract Participation in this Plan shall not constitutecatract of employment or Board membership between
Constellation Energy Group and any person and sbalbe deemed to be consideration for, or a cammddf, continued
employment or Board membership of any person.

(h) Successors|n the event Constellation Energy Group becomparty to a merger, consolidation, sale of subgttyall of
its assets or any other corporate reorganizatievhich Constellation Energy Group will not be thugving corporation or i
which the holders of the common stock of ConstellaEnergy Group will receive securities of anotberporation (in any
such case, the “New Company”), then the New Compéiayl assume the rights and obligations of Coladieh Energy
Group under this Plan.
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Purpose and Nature of the Plan Constellation Energy Group, Inc. (the “Companggjablished the Constellation Energy
Group, Inc. Benefits Restoration Plan (the “Plaanijl maintains the Plan as an unfunded retiremantfpl employees of the
Company and its subsidiaries whose benefits utdePension Plan of Constellation Energy Group, dnd the Nine Mile Point
Pension Plan are affected by Internal Revenue Codieations. The Plan is divided into sectionstteeparately address benefits
earned and vested on or after January 1, 2005 hvenee subject to Internal Revenue Code section 4884 benefits earned and ve:
before January 1, 2005, which are “grandfathereuien Internal Revenue Code section 409A.

Definitions . All words beginning with an initial capital lettand not otherwise defined herein shall haverteaning set forth in the
Pension Plan. All singular terms defined in #ian will include the plural and vice versAs used herein, the following terms will
have the meaning specified below:

“Chairman” means the Chairman of the Board of Doesof Constellation Energy Group.

“Committee” means the Compensation Committee oBbard of Directors of Constellation Energy Group.

“Constellation Energy Group” means Constellatiorfgyy Group, Inc., a Maryland corporation, or its@ssor.

“Internal Revenue Code Limitations” means the latidns under Sections 415 and/or 401(a)(17) ofritesnal Revenue Code.
“Key Employee”’means an employee listed each year by ConstellBti@ngy Group on the Key Employee list as requimgdreasury

Regulation 1.409A-1(i), which shall generally berqwised of officers, and shall include but not ingted to: the 50 most highly paid
officers having annual compensation greater th&9$ID0 (as adjusted from time to time); 5% ownarg} 1% owners having annual
compensation from Constellation Energy Group grethten $150,000 (as adjusted from time to time)y Eeployees shall be
identified as of December 31 of each year, and.isieshall take effect on April 1 of the year foling.
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“Pension Plan” means the Pension Plan of Consteil&nergy Group, Inc. as may be amended from tortene, the Nine Mile Point
Pension Plan, or any successor plan.

“Plan” means the Constellation Energy Group, Inen&its Restoration Plan.
“Plan Administrator” means, as set forth in Sect8prthe senior human resources executive of Cdattel Energy Group.

“Severance from Service Date” means: (i) for beeefarned and vested prior to January 1, 2005ahee as set forth in the Pension
Plan; (ii) for benefits earned and vested on agrafanuary 1, 2005, the date that the employee rditaes, or otherwise has a
termination of employment such that it is reasopalpiticipated that the employee will perform noidddal services, or the level of
bona fide services performed would permanently ees® to no more than 20 percent of the averagedébena fide services
performed in the immediately preceding 36-monthquer

Plan Administration . The senior human resources executive of Coatitall Energy Group is the Plan Administrator ans $zle
authority (except as specified otherwise hereiripterpret the Plan and, in general, to make &lépteterminations advisable for the
administration of the Plan to achieve its statej@ative. Appeals of written decisions by the Phadministrator may be made to the
Chairman. Decisions by the Chairman shall be famal not subject to further appeal. The Plan Adstriattor shall have the power to
delegate all or any part of his/her duties to onmore designees, and to withdraw such authorijtyyiitten designation.

Eligibility . Each employee of Constellation Energy Groupgssubsidiaries whose Pension Plan benefits ateegidbecause of
Internal Revenue Code Limitations, is a participgnbvided, however that any such employee entittidokenefits payout under a plan
listed in Appendix A is not a participant in thi&R; and provided further that employees or classtibns of employees, designatec
the Chairman (or if required by Constellation Erye@roup’s corporate charter or tgws, designated by the Committee), and refle
in Appendix B are also not participants in thisrRla




Computation of Restoration Benefits. A participant’s (or if applicable, Surviving Syse’s or Alternate Beneficiary’s) benefits

under this Plan will be calculated as set forttohel

(@)

(b)

Compute without regard to Internal Revenue Codaeithitions, but subject to any compensation limitagiestablished by tt
Chairman (or if required by Constellation Energy@y's corporate charter or by-laws, the Committebpwn in Appendix
C, the participant’'s Gross Pension under the Par3ian based on the participant's Severance frawic&eDate and
assuming that benefit payments commence on theofitke month following the Severance From Serbege; provided,
however, that if the participant is not eligiblehtave payments start under the Pension Plan agbfdate, benefit payments
will be assumed to commence on the participant’'sb Retirement Date in the form of a single lifenaity; and

Subtract from the above amount the participantes&iPension amount under the Pension Plan usirgathe Benefit
Commencement Date.

Or, if a participant dies before his/her Benefitm@nencement Date, compute without regard to Intéegenue Code
Limitations but subject to any compensation limidas established by the Chairman (or if requireCloystellation Energy
Group’s corporate charter or by-laws, the Commijfteleown in Appendix C, the participant’s SurviviBgouses or Alternat
Beneficiary’s benefit under the Pension Plan basedayments commencing on the first of the monllloviong the
participant’s date of death; and

Subtract from the above amount the amount payaltteet Surviving Spouse or Alternate Beneficiaryemitie Pension Plan
based on payments commencing on the first of thetimfmllowing the participant’s date of death.

For Benefits Earned and Vested Pridp January 1, 2005

(@)

Form of payout of benefits- generally. For a participant, the payout under this Plalhlvé a bi-
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(b)

weekly payment, unless the participant makes al\&diction to receive his/her payout in the fornradfimp sum; however, if
the present value of the participant’s Plan pay®under $50,000, it will be paid automaticallytire form of a lump sum.
For this purpose, the present value of the Plaoyayill be the amount that would be payable t@gipipant under
paragraph (c) if he or she elected to receive glsom.

A participant may elect to receive his/her payouthie form of a lump sum by submitting to the Phaiministrator a signed
election form. The form must be received by thenPddministrator before the beginning of the calengzar during which tr
participants Severance From Service Date occurs. The eleitticeteive a payout in the form of a lump sum bayevoke:
at any time before the beginning of the calendar geiring which the participant’s Severance Fronvige Date occurs, by
submitting to the Plan Administrator a new signksttigon form.

Amount and timing of participant bi -weekly benefits payout A participant entitled to bi-weekly benefits pays will
receive bi-weekly payments based on the amountrdeted under Section 5; provided, however, thahsaamounts shall be
reduced as applicable in accordance with the tefrttsee Pension Plan for (i) early receipt andifithe participant elects to
receive such payments in the form of a joint argigar annuity, the cost of such annuity. Paymemtder this paragraph

(b) shall commence effective with the first daytted month following the participant’s Severancerki®ervice Date. If such
participant receives (or would have received buttie Internal Revenue Code limitations) costwahlj adjustment(s) under
the Pension Plan, the bi-weekly payments hereuntilleoe automatically increased based on the paaggnof, and at the
same time as, such adjustment(s).

Bi-weekly payments to the participant hereundefl glemmanently cease upon the death of the paatitipeffective with the
bi-weekly payment for the period following the miortf the participant’s death.
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(©)

(d)

()

Amount and timing of participant lump sum benefitspayout . A participant entitled to a lump sum benefit patywill

receive a lump sum payment based on the same asnmand procedures that are used for determioimg sums in the
Pension Plan. Such lump sum payment shall be paltetparticipant within 60 days after the partieifis Severance From
Service Date.

Amount and timing of Surviving Spouse or AlternateBeneficiary payout.

Before Benefit Commencement Daté\ Surviving Spouse or Alternate Beneficiary wik@ntitled to a
Preretirement Survivor Annuity or a Preretiremeuntv8/or Benefit under the Pension Plan shall reeai\benefit
payment under this Plan in the form of a lump sguagto an amount determined under Section 5 apdtpa
within 60 days after the participant’s death.

After Benefit Commencement DateA participant who is entitled to begin receipboweekly benefits payments
under paragraph (b) of this Section may elect twide a survivor benefit to his/her Surviving Spews Alternate
Beneficiary (whichever is applicable) in the forfnagoint and survivor annuity, the calculationvatfich is set forth
in the Pension Plan. Payments to either a Sunyi8ijpouse or an Alternate Beneficiary under this Blzall begin
the first day of the month following the particigandeath. If the named Surviving Spouse or AlteeriBeneficiary
predeceases the participant, no survivor beneafitpayable upon the participant’s death.

If a participant elects survivor coverage for thevieekly benefit payments under this Plan, theip@ant must
provide all appropriate survivor benefit informatim the timing and manner established by the Rigministrator,
before commencing benefit payments under paradigpdf this Section.

Death of participant entitled to lump sum payout. In the event of the death of a participant dfisther
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(f)

Severance From Service Date and before the patitiigceives the lump sum payment under parag@pbuch lump sum
payment shall be made to the participant’s Altezrizgneficiary; and if there is no Alternate Beniefig, payment shall be
made to the Surviving Spouse; and if there is nwi8ing Spouse, payment shall be made to the ppatit’'s beneficiary
under the employer’s employee life insurance plendt if there is no beneficiary under the emplayerhployee life insuran:
plan, payment shall be made to the participantates In the event of the death of a Surviving&goor Alternate
Beneficiary after the participant’'s death and befibve Surviving Spouse or Alternate Beneficiaryerees the lump sum
payment under paragraph (d), such lump sum paystatitbe made to the estate of the Surviving Spougdternate
Beneficiary (whichever is applicable.) The lumrspayment shall be the same amount and made sathe time as set
forth in paragraphs (c) and (d).

Source of Payments All payments under this Plan shall be made froengeneral corporate assets of Constellation Energy
Group.

For Benefits Earned and Vested On or After Januaryl, 2005

@)

Form of payout of benefits- generally. For a participant, the payout under this Plalhlve a bi-weekly payment, unless
the participant makes a valid election to receig¢hler payout in the form of a lump sum. Notwittrsling the foregoing, if
upon the occurrence of a Separation from Serviegthsent value of the participant’s Plan payolgss than $50,000, it will
be paid automatically in the form of a lump sumar this purpose, the present value of the Plan yaydl be the amount thi
would be payable to a participant under paragrd(i)(of this Section if he or she elected to tigeea lump sum.

Participants who do not elect a lump sum may elgoint and survivor form of annuity at any timegprto the Benefit
Commencement Date. Such joint and survivor anrakigl be actuarially equivalent to the participastngle life annuity.
The cost of a joint and survivor benefit shall loerte by the participant.

6

(b)

(©

(d)

Initial election of form of payment . A participant may make an initial election toeae his or her payout in the form of a
lump sum in the form and manner established byPtha Administrator from time to time, but such ialitelection shall be
made no later than 30 days after the first dayefdarticipant’s taxable year immediately followihe first year the
participant accrues a benefit under the Plan.

Subsequent elections of form of payment The election to receive a payment in the forra bfmp sum may be revoked at
any time in the form and manner established byPthe Administrator from time to time, but such reation shall take effect
no earlier than 12 months from the date the revmcas received by the Plan Administrator, and wélay the benefit
commencement date five years from the date suctm@atywould otherwise have been paid.

Amount and timing of participant benefits payout.

i. Bi-weekly PaymentsA participant entitled to bi-weekly benefits pay® will receive bi-weekly payments based on
the amount determined under Section 5; providedighier, that such amounts shall be reduced as apj#iin
accordance with the terms of the Pension PlanApeérly receipt, and (B) if the participant eleatsset forth in
paragraph (a) to receive such payments in the &ranjoint and survivor annuity, the cost of sucimaity. Payment
under this paragraph (i) shall commence effectiith the first day of the month following the paitiant’s
Severance From Service Date. If such participareives (or would have received but for the InteRevenue Cod
limitations) cost of living adjustment(s) under thension Plan, the bi-weekly payments hereundébeil
automatically increased based on the percentagmdfat the same time as, such adjustment(s).

Bi-weekly payments to the participant hereundetl gamanently cease upon the death of the paatitipeffective
with the bi-weekly payment for the period followitlge month of the participant’s death.
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(e)

Lump sum payments A participant entitled to a lump sum benefit patywill receive a lump sum payment based
on the same assumptions and procedures that atdarsgetermining lump sums in the Pension PlathSump sur
payment shall be made within 60 days after the@paint's Severance From Service Date, and shabiaie to the
participant.

Six-month delay for Key EmployeesNotwithstanding the foregoing, a participant whalso a Key Employee
shall receive no benefit payments under this Sectibefore the date that is six months after thiégigant’s
Severance From Service Date.

Amount and timing of Surviving Spouse or AlternateBeneficiary payout.

Before Benefit Commencement Daté\ Surviving Spouse or Alternate Beneficiary wik@ntitled to a
Preretirement Survivor Annuity or a Preretiremeatv8/or Benefit under the Pension Plan shall regei\benefit
payment under this Plan in the form of a lump sguaéto an amount determined under Section 5 apdtpa
within 60 days after the participant’'s death.

After Benefit Commencement DateA participant who is entitled to begin receipboweekly benefits payments
under paragraph (d) of this Section 7, may elegrtwide a survivor benefit to his/her Survivingobpe or Alternate
Beneficiary (whichever is applicable) in the forfragoint and survivor annuity, the calculationvatfich is set forth
in the Pension Plan, at any time prior to BenefitMinencement Date. Payments to either a Surviiogi$e or an
Alternate Beneficiary under this Plan shall bedia first day of the month following the participandeath. If the
named Surviving Spouse or Alternate Beneficiarydpoeases the participant, no survivor benefitpayable upon
the participant’s death.




If a participant elects survivor coverage for thevieekly benefit payments under this Plan, theip@ant must
provide all appropriate survivor benefit informatim the timing and manner established by the Rigministrator,
before commencing benefit payments under paradidi of this Section.

® Death of participant entitled to lump sum payout. In the event of the death of a participant dfiefher Severance From
Service Date and before the participant receivedutmp sum payment under paragraph (d)(ii), suoiplsum payment shall
be made to the participant’s Alternate Beneficianydl if there is no Alternate Beneficiary, paymsmall be made to the
Surviving Spouse; and if there is no Surviving Sgywpayment shall be made to the participant’sfimasy under the
employer’s employee life insurance plan; and if¢his no beneficiary under the employer’s empldifednsurance plan,
payment shall be made to the participant’s estltéhe event of the death of a Surviving Spousaltarnate Beneficiary
after the participant’s death and before the Simgispouse or Alternate Beneficiary receives tmedsum payment under
paragraph (e), such lump sum payment shall be teetihe estate of the Surviving Spouse or AlterBgneficiary (whicheve
is applicable.) The lump sum payment shall besmae amount and made at the same time as seirf@éinagraphs (d) and
(e), except that there shall be no six-month d&dapayments relating to the benefits of Key Empley.

(9) Source of Payments All payments under this Plan shall be made frbengeneral corporate assets of Constellation Energy
Group.

Compliance with Section 409A of the Code This Plan is intended to comply and shall be adstéred in a manner that is intended
to comply with section 409A of the Code and shalcbnstrued and interpreted in accordance with Bueht. To the extent that a
payment is subject to section 409A of the Codsghall be paid in a manner that will comply with e 409A of the Code, including
proposed, temporary or final regulations or anyeotjuidance issued by the Secretary of the Treasuiithe Internal Revenue Sen
with respect thereto. Any provision of this Plan




that would cause an Award, issuance and/or paytodatl to satisfy section 409A of the Code shallé no force and effect until
amended to comply with Code section 409A (which raingent may be retroactive to the extent permitiedgplicable law).

Miscellaneous. None of the benefits provided under this Plaaldie subject to alienation or assignment by aanyigpant or
beneficiary nor shall any of them be subject tactment or garnishment or other legal process ¢Xpep the extent specially
mandated and directed by applicable State or Feldevaor (ii) as requested by the participant enéficiary to satisfy income tax
withholding or liability.

This Plan may be amended from time to time, or endpd or terminated at any time, provided, howehat,no amendment or
termination shall impair the rights of any parteip or beneficiary entitled to receive currentuufe payment hereunder at the tim
such action. All amendments to this Plan which Mdncrease or decrease the compensation of angedfff Constellation Energy
Group, either directly or indirectly, must be apgrd by the Committee. All other permissible ameadts may be made at the writ
direction of the Plan Administrator.

Participation in this Plan shall not constituteoatrtact of employment between Constellation En&gyup or a subsidiary of
Constellation Energy Group and any person and sbalbe deemed to be consideration for, or a cmmdiif, continued employment
of any person.

The Plan is intended to be unfunded for purposéstief | of the Employee Retirement Income Secufitt of 1974. To the extent
that any person acquires a right to receive paysieom Constellation Energy Group under this Ptarch rights shall be no greater
than the right of any unsecured general credit@@aistellation Energy Group.

In the event Constellation Energy Group becomesrty po a merger, consolidation, sale of substlytidl of its assets or any other
corporate reorganization in which Constellation iggeGroup will not be the surviving corporationiorwhich the holders of the
common stock of Constellation Energy Group willewe securities of another corporation (in any stese, the “New Company”),
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then the New Company shall assume the rights algiations of Constellation Energy Group under tian.
This Plan shall be governed in all respects by Maxgy law, without respect to any conflicts of lagrinciples.

11




APPENDIX A
Participants entitled to a benefit payout underftiiewing Constellation Energy Group plans are patticipants in this Plan:

1. Senior Executive Supplemental Plan
2. Supplemental Pension Plan

APPENDIX B
Pursuant to Section 4 of the Plan, the followinglayees or classification of employees are inelgtb participate in this Plan:
None
APPENDIX C
Pursuant to Section 5(a) of the Plan, compensatied to calculate benefits under this Plan is éthds follows:
For participants employed by Constellation Energyn@hodities Group to perform functions such as margetrading or strategizing, as

designated annually by CEG Human Resources, thesbamd incentive portion of a participant’s Finalefage Pay or Average Annual Pay
will be limited to a maximum of $200,000 per calangear.
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Purpose and Nature of the Plan Constellation Energy Group, Inc. (the “Companggjablished the Constellation Energy

Group, Inc. Senior Executive Supplemental PlangfiPl and maintains the Plan as an unfunded retinélan for purposes of Title |
of the Employee Retirement Income Security Act®f4, notwithstanding the creation of the Rabbi T.rishe purpose of the plan is
to provide enhanced retirement benefits for cenéficers and key employees of the Company ansglibsidiaries in order to attract
and retain talented executive personnel. Any fumtish may be invested and any assets which madyeliketo provide benefits under
this Plan shall continue for all purposes to bed pf the general funds and assets of Constall&itergy Group and no person other
than Constellation Energy Group shall by virtueéhef provisions of this Plan have any interest ichsunds and assets. To the extent
that any person acquires a right to receive paysneotn Constellation Energy Group under this Parch rights shall be no greater
than the right of any unsecured general credit@aistellation Energy Group.

The Plan is divided into sections that separatétfress benefits earned and vested on or after 3ahu2005, which are subject to
Internal Revenue Code section 409A, and benefiteegizand vested before January 1, 2005, whichgremtfathered” under Internal
Revenue Code section 409A.

Definitions . All words beginning with an initial capital lettand not otherwise defined herein shall haverteaning set forth in the
Pension Plan. All singular terms defined in fRian will include the plural and vice versAs used herein, the following terms will
have the meaning specified below:

“Annual Base Salary” means an amount determineadolng the bi-weekly base rate of pay amounts (he.types of such pay that
are includable in the computation of Pension Plamefits)earned over the twelve calendar months idieely preceding the month
that includes the date of the computation.

“Average Incentive Award” (or “Average Awardfeans generally the product of the percentage egwad average of the two high
of the participant’s five immediately prior year @ percentages earned under Constellation Energyp® Executive Annual
Incentive Plan,




Constellation Energy Group’s Senior Management Ahimcentive Plan and/or other Incentive AwardsgPaon multiplied by the
participant’s annualized base rate of pay amouat, the types of such pay that are includablééncomputation of Pension Plan
benefits) in effect at the end of the prior year.

“Benefit Start Date” means the date as of whichghsicipant’'s benefits, if any, under this Plamtoence.

“Cause” means the participant’s (a) failure to cgnwaith Constellation Energy Group policy, (b) dedrate and continual refusal to
satisfactorily perform employment duties on subtiédly a full-time basis, (c) deliberate and continual refusadbin accordance wi
any specific instructions of a majority of Constéitbn Energy Group’s Board of Directors, (d) distlce, without the consent of a
majority of Constellation Energy Group’s Board dfdxtors, of confidential information or trade setsrconcerning Constellation
Energy Group which could be materially damagin@tmstellation Energy Group, or (e) deliberate mishact which could be
materially damaging to Constellation Energy Grouheut reasonable good faith belief by the partigipthat such conduct was in the
best interest of Constellation Energy Group.

“Change in Control” means the occurrence of arg afithe following events:

® individuals who, on January 24, 2003, constituteBloard of Directors of Constellation Energy Gr@tne “
Incumbent Directors ") cease for any reason to constitute at leastjantaof the Board of Directors of
Constellation Energy Group (theBbard "), provided that any person becoming a directdosgguent to January 24,
2003, whose election or nomination for election wpproved by a vote of at least two-thirds of theumbent
Directors then on the Board (either by a specifit=vor by approval of the proxy statement of Cdtatten Energy
Group (the “Company”) in which such person is named as a nomineeifectbr, without written objection to such
nomination) shall be an Incumbent Director; prodigldowever, that no individual initially elected or nominated :
director of the Company as a result of an actusthieratened election contest with respect to dirsatr as a result
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of any other actual or threatened solicitation mbqes by or on behalf of any person other tharBbard shall be
deemed to be an Incumbent Director;

(i) any “person” (as such term is defined in Sectia)(®() of the Securities Exchange Act of 1934, asraded (the “
Exchange Act”) and as used in Sections 13(d)(3) and 14(d)(2hefExchange Act) is or becomes a “beneficial
owner” (as defined in Rule 13d-3 under the Exchaff, directly or indirectly, of securities of tl@ompany
representing 20% or more of the combined votinggroe¥ the Companyg then outstanding securities eligible to \
for the election of the Board (theCompany Voting Securities”); provided, however, that the event described in
this paragraph (ii) shall not be deemed to be anG&an Control by virtue of any of the followingagsitions:

(A) by the Company or any corporation with resgectvhich the Company owns a majority of the outdiag share
of common stock or has the power to vote or ditteetvoting of sufficient securities to elect a niegjoof the
directors (a “Subsidiary Company”), (B) by any employee benefit plan (or relateast) sponsored or maintained
by the Company or any Subsidiary Company, (C) bywrderwriter temporarily holding securities punsut an
offering of such securities, (D) pursuant to a Ngualifying Transaction (as defined in paragrapiy)(ior

(E) pursuant to any acquisition by Plan participamany group of persons including Plan particig@ntany entity
controlled by Plan participant or any group of pasincluding Plan participant);

(iii) consummation of a merger, consolidation, statustigre exchange or similar form of corporate tratisac
involving the Company or any of its Subsidiary Canjes (&' Business Combinatior’), unless immediately
following such Business Combination: (A) more tt&96 of the total voting power of (x) the corpooatiresulting
from such Business Combination (th&drviving Corporation "), or (y) if applicable, the ultimate parent
corporation that directly or indirectly has




beneficial ownership of at least 95% of the votegurities eligible to elect directors of the Suinvgy Corporation
(the “Parent Corporation "), is represented by Company Voting Securities tinere outstanding immediately prior
to such Business Combination (or, if applicablegpresented by shares into which such Companyny&ecurities
were converted pursuant to such Business Combimjatéod such voting power among the holders theseiof
substantially the same proportion as the votingeyast such Company Voting Securities among thedrslthereof
immediately prior to the Business Combination, B)person (other than any employee benefit planefated trust
sponsored or maintained by the Surviving Corporatiothe Parent Corporation), is or becomes thefial owner
directly or indirectly, of 20% or more of the totaidting power of the outstanding voting securigdigible to elect
directors of the Parent Corporation (or, if thexed Parent Corporation, the Surviving Corporatem] (C) at least a
majority of the members of the board of directdrthe Parent Corporation (or, if there is no Paf@aotporation, the
Surviving Corporation) following the consummaticintive Business Combination were Incumbent Direcédithe
time of the Board’s approval of the execution & thitial agreement providing for such Business Gomation (any
Business Combination which satisfies all of theéecia specified in (A), (B), and (C) above shalldeemed to be a “
Non-Qualifying Transaction ”); or

(iv) the stockholders of the Company approve a plaoifptete liquidation or dissolution of the Compaaythe
consummation of a sale of all or substantiallyohhe Company’s assets.

Notwithstanding the foregoing, a Change in Condfdhe Company shall not be deemed to occur sbhletause any person acquires
beneficial ownership of more than 20% of the Conypdating Securities as a result of the acquisitdCompany Voting Securities
by the Company which reduces the number of Compantiyng Securities outstanding; providethatif after such acquisition by the
Company such person becomes the beneficial owreddifional Company Voting Securities that increatbe percentage of
outstanding




Company Voting Securities beneficially owned bylsperson, a Change in Control of the Company shah occur.
“Committee” means the Compensation Committee oBtbard of Directors of Constellation Energy Group.
“Constellation Energy Group” means Constellatiorfgy Group, Inc., a Maryland corporation, or itscessor.

“Constellation Energy Group’s Executive Annual Inttee Plan” means such plan or other incentive plaarrangement designated in
writing by the Plan Administrator.

“Constellation Energy Group’s Senior Management dairiincentive Plan” means such plan or other irigerglan or arrangement
designated in writing by the Plan Administrator.

“Demotion” means a transfer to a position with Getliation Energy Group or a subsidiary of ConstalaEnergy Group that either
(a) is substantially below the position in whicle farticipant was employed on the date of transfefly) results in a substantial
reduction in pay when compared to the participgodg on the date of the transfer. Whether a mosi§ a substantially below another
position shall be determined in the reasonablerefimn of the Committee, with reference to factoduding whether the participant
retains principal responsibility for a departmentlivision, and whether the participant remaingible for the perquisites enjoyed by
the participant before the position change.

“Early Receipt Reduction Factor” means 100% le58a2or each month that the participant is less #@a 62 on the participant’s
Benefit Start Date.

“Interest Rate” means the rate equal to the avemag@hly 30-year Treasury bond rate for the seamiendar quarter preceding the
computation date, less 50 basis points.

“Internal Revenue Code Limitations” means the latidns under Sections 415 and/or 401(a)(17) ofritegnal Revenue Code.

“Key Employee”’means an employee listed each year by Constellgti@ngy Group on the Key Employee list as requingdreasury
Regulation 1.409A-1(i), which shall generally bemgrised of officers, and shall include but
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not be limited to: the 50 most highly paid officér@ving annual compensation greater than $130&9adjusted from time to time);
5% owners; and 1% owners that have annual compengetm Constellation Energy Group greater thaB@Q00 (as adjusted from
time to time). Key Employees shall be identifiecbd®ecember 31 of each year, and the List shidl &ffect on April 1 of the year
following.

“LTD Plan” means the Constellation Energy Group. IDisability Insurance Plan as may be amended fiora to time, or any
successor plan.

“Mortality Table” means the mortality table usedctnvert annuities to lump sums in the Pension.Plan
“Nonqualified Deferred Compensation Plan” meansGbastellation Energy Group, Inc. Nonqualified Dreéeél Compensation Plan.

“Other Incentive Awards Program” means the proggrdésignated in writing by the Plan Administraapplicable to certain
employees that provides awards; but includes drdytypes of awards that are includable in the cdatjoun of Pension Plan benefits.

“Pension Plan” means the Pension Plan of Consteil&nergy Group, Inc. as may be amended from tortene, or any successor
plan.

“Plan” means this Constellation Energy Group, lBepplemental Pension Plan.
“Plan Administrator” means, as set forth in Sectionhe Committee and its designees.

“Rabbi Trust” means the trust adopted by ConsielialEnergy Group pursuant to the Grantor Trust Agrent Dated as of
November 3, 2008, by and between Constellation gnéroup and JPMorgan Chase Bank, N.A.

“Severance from Service Date” means: (i) for berafiounts earned and vested prior to January 5,208 same as set forth in the
Pension Plan; (ii) for benefit amounts earned agstad on or after January 1, 2005, the date teagriployee dies, retires, or
otherwise has a termination of employment suchithistreasonably anticipated that the employeé paiform no additional services,
or the level of bona fide services performed wqédmanently decrease
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to no more than 20 percent of the average levbbat fide services performed in the immediatelceding 36-month period.

“Survivor Annuity Percentage” means 50%, unlesspidugicipant elects in the timing and manner eg&hbt by the Plan
Administrator, a higher percentage (in multiple$®§ to a total percentage not to exceed 100%).

“Termination From Employment With Constellation Egye Group” means a participant’s separation fronvise with Constellation
Energy Group or a subsidiary of Constellation Egegbgoup; however, a participant’s retirement, dikigh or transfer of employment
to or from a subsidiary of Constellation Energy Grahall not constitute a Termination From Emplogti#/ith Constellation Energy
Group.

Plan Administration . The Committee is the Plan Administrator and$@e authority (except as specified otherwise Ingitei
interpret the Plan and, in general, to make akotteterminations advisable for the administratibthe Plan to achieve its stated
objective. Appeals of written decisions by therPAaministrator may be made to the Board of Dirextaf Constellation Energy
Group. Decisions by the Board shall be final aotisubject to further appeal. The Plan Administrahall have the power to delec
all or any part of its duties to one or more desgg) and to withdraw such authority, by writtenigiestion.

Eligibility . The officers or key employees of Constellatiorefgy Group or its subsidiaries designated in AgpeA are
participants under the Plan. Participation shatitmue until such designation is withdrawn at digeretion and by written order of t
Plan Administrator, provided, however, that sucthdiawal may not be made for benefits provided yamsto Sections 5, 6, and 7
with respect to a participant who has satisfieddligibility requirements to retire (as set forthSection 5(a)). Notwithstanding the
foregoing, any participant while classified as tisd under the LTD Plan shall continue to partitéga this Plan while classified as
disabled and, for purposes of the supplementalipet®nefit provided by this Plan, while classifesidisabled, shall be deemed to
continue to accrue Credited Service until no lgten his/her Normal Retirement Date.

9

A participant shall be eligible for supplementahpien benefits and supplemental survivor annuityefiies under this Plan only if the
participant’s supplemental pension benefits unkisrRlan are greater than the supplemental pehsoefits computed under the
Senior Executive Supplemental Plan based on thejpant's age, service, and eligible compensatioithe date as of which benefits
become payable.

Supplemental Pension Benefit.

@) Commencement of benefits A participant shall be eligible to retire undeistPlan on or after the participant’'s Normal
Retirement Date, or on the first day of any monttcpding his/her Normal Retirement Date, if onhés/Severance From
Service Date and while a participant he/she haineid (1) age 55 and has accumulated at leastak8 péCredited Service;
or (2) age 60 and has accumulated at least oneoy€xedited Service.

(b) Computation of retirement benefits. A participant who is eligible to retire understfPlan will be entitled to supplemental
pension retirement benefits under this Plan, whithbe calculated as set forth below on the pgrtiot’'s Benefit Start Date:

0] add the Annual Base Salary and the Average Incertivard,
(i) divide the sum by 26,
(i) multiply this dollar amount by the appropriate gemage, determined as follows: Chairman of ther@oé

Constellation Energy Group - 60%; all other papigcits (by completed years of Credited Serviceyduiph 9 - 3%
per year; 10 through 19 - 40%; 20 through 24 - 48%cthrough 29 - 50%; and 30 or more - 55%,

(iv) multiply this dollar amount by the Early ReceiptdRetion Factor; provided, however, if the participes age 62 or
older, such factor shall be one (1),

v) subtract from this dollar amount the charges ne¢ptd coverage for a preretirement survivor
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annuity in excess of 50%, and for a post-retirensentivor annuity in excess of 50%, and

(vi) subtract from the remainder the net amount pay@ahtlee participant under the Pension Plan on thczant’s
Benefit Start Date, assuming a 50% spousal joidtsamvivor annuity for a married participant(if tharticipant is
not eligible to commence bi-weekly Pension Planmpants on the participant’s Benefit Start Date,gh#dicipant’s
benefit will be unreduced for Pension Plan paymentd the date the participant is first eligibledommence bi-
weekly Pension Plan paymeni®r, if the participant elects a lump sum underRE# provisions of the Pension
Plan, the bi-weekly amount that would have beerapkeyunder the Pension Plan as a life annuity Bingle
participant or as a 50% spousal joint and survaroiuity for a married participant, as of the Bengfart Date under
this Plan.

For Benefits Earned and Vested Prior to January 12005.

@)

(b)

Form of payout of retirement benefits. Each participant entitled to supplemental pansatirement benefits will receive
his/her supplemental pension retirement benefysyiain the form of a bi-weekly payment, unless plagticipant makes a
valid election to receive his/her supplemental pEmsetirement benefits payout in the form of a jusum.

A participant may elect to receive his/her suppletakpension retirement benefits payout in the fofra lump sum by
submitting to the Plan Administrator a signed Lugym Election Form. The Form must be received byRlan
Administrator before the beginning of the calengisair during which the participant’'s Severance F8&grvice Date occurs.
The election to receive a payout in the form afmp sum may be revoked at any time before the bégirof the calendar
year during which the participant’s Severance F8srvice Date occurs, by submitting to the Plan Adstiator a signed
Lump Sum Revocation Form.

Amount, timing, and source of biweekly retirement benefit payout. A participant entitled to bi-weekly
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(©)

supplemental pension retirement benefits will reediiwweekly payments equal to the amount determinedn®eetion 5(b).
Such payments shall commence effective with te éf the month following the participastSeverance From Service Da
If such participant receives (or would have receilat for the Internal Revenue Code Limitationsdtaaf living adjustment
(s) under the Pension Plan, the bi-weekly paymeatsunder will be automatically increased basetherpercentage of, and
at the same time as, such adjustment(s). Bi-wgekyynents hereunder shall permanently cease upatetith of the
participant, effective with the bi-weekly paymeat the month following the month of the participardeath. Bi-weekly
payments hereunder shall be made in accordanceheitbrovisions of the Rabbi Trust and, to the mixtet paid under the
terms of the Rabbi Trust, from general corporagetss

Amount, timing, and source of lump sum retirement fenefit payout. A participant entitled to a lump sum suppleménta
pension retirement benefit will receive a lump suelyment. This lump sum payment will be calculdiga certified actuary
and will be equal to the present value of an immiedannuity including the estimated present vafysost-retirement
supplemental survivor annuity benefits describef8etion 8, and reflecting the present value ofdeferred Pension Plan
payments using (1) the supplemental pension reéinefaenefit amount calculated under Section 5(bjchvis expressed as a
bi-weekly amount, (2) the Interest Rate computetherparticipant’'s Benefit Start Date, and (3) Mhertality Table. Such
lump sum payment shall be made within 60 days #fieparticipant’s Severance From Service Date shadl either be paid
to the participant. The lump sum payment shalinagle in accordance with the provisions of the Rabbst and, to the
extent not paid under the terms of the Rabbi Trfusiy general corporate assets. A participant veeeives a lump sum
payment shall not be entitled to any cost of livargther pension payment adjustments or to pdsengent survivor annuity
coverage under the Plan.
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(d)

Entitlement to benefit upon happening of certain egnts.

(i)

(ii)

(i)

Computation of gross accrued benefithe computation of the gross accrued supplerhpatesion benefit for a
participant as of the date of the computation délmade as follows:

(1) addthe Annual Base Salary and the Average Incedtward,
(2) divide the sum by 26, and

(3) multiply this dollar amount by the appropriate pamage, determined as follows: Chairman of theri3o&
Constellation Energy Group - 60%; all other papiggits (by completed years of Credited Service dlseoflate
of the computation) 1 through 9 - 3% per year;Hr@ugh 19 - 40%; 20 through 24 - 45%; 25 through 29%;
and 30 or more - 55%.

Computation of net accrued benefiThe computation of the net accrued supplememtiasion benefit for a
participant as of the date of the computation d@lmade by subtracting from the gross accrued hetetérmined
under Section 6(d)(i) the amount of the particifm@ross Pension under the Pension Plan deternaimed the date
of the computation and assuming that bi-weekly payts of such Gross Pension begin on the firstehtbnth after
the later of reaching age 62 or the date of theprdation. If the participant is not eligible foayment of a Gross
Pension under the Pension Plan, the participakdtrued Gross Pension determined as of the didlbe computatio
shall be substituted for the Gross Pension destabeve, with the appropriate reduction for eaglgeipt applied as
if the participant were eligible to begin paymehhis Accrued Gross Pension on the first of the thafter the later
of reaching age 62 or the date of the computation.

Satisfaction of requirementsA participant who has satisfied the age and B¥ddService requirements set forth in
Section 5(a) while
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(iv)

eligible as set forth in Section 4, but who the @Qdttee determines does not retire under the PlantaDemotion,
Termination From Employment With Constellation Eme6roup, or the withdrawal of a participant’s @igity to
participate under Section 5, shall be entitledisgher net accrued supplemental pension bernEfie effective date
of the Demotion, Termination From Employment WitbrStellation Energy Group, or eligibility withdrahvevent
shall be the date of such Demotion, TerminatiomiFEmployment With Constellation Energy Group, agieility
withdrawal.

Other events A participant, regardless of his/her age andg/e&Credited Service, shall be entitled to hisnet
accrued supplemental pension benefit upon the mappef any of the following entitlement eventst baly if such
entitlement event occurs while a participant aniigea participant retires under this Plan:

(1) Change in Contral A Change in Control, followed within two yearg the participant’s Demotion, a
participant’s Termination From Employment With Ctaistion Energy Group, or the withdrawal of the
participant’s eligibility to participate under tiRtan, is an entitlement event. A participant’siigration From
Employment is also an entitlement event if it iss@nably demonstrated that such Termination From
Employment (a) was at the request of a third pathg has taken steps reasonably calculated to eff€ttange
in Control or (b) otherwise arose in connectionwvdt anticipation of a Change in Control. The efifee date
of the entitlement event shall be the date of teenBtion, Termination From Employment With Constiatia
Energy Group, or eligibility withdrawal.

(2) Plan amendment A Plan amendment that has the effect of reduaipgrticipant gross accrued supplemel
pension benefit is an entitlement event. In deiteimy whether such a reduction has occurred, the
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participant’s gross accrued supplemental pensioefiiecalculated on the day immediately precedhe t
effective date of the amendment shall be comparéldet participant’s gross accrued supplementalipens
benefit calculated on the effective date of the rrdneent. An amendment that has the effect of redufiture
benefit accruals is not an entitlement events ibiended that an entitlement event under thisi&e6(d)(iv)
(2) will occur only with respect to those amendnsahat are substantially similar to amendmentsadhat
prohibited by Internal Revenue Code section 416jdj(th respect to qualified pension plans. THedctive
date of the entitlement event shall be the effectiate of the Plan amendment.

(3) Involuntary Demation, Termination From EmploymenitMConstellation Energy Group, or eligibility
withdrawal without Cause A participant’s involuntary Demotion or involamy Termination From
Employment With Constellation Energy Group with@ause, or the withdrawal of a participant’s elitiipito
participate in the Plan without Cause, is an entignt event. The effective date of the entitlenesent shall
be the effective date of the participant’s invoamgtDemotion or involuntary Termination From Empiognt
With Constellation Energy Group without Cause,har ¢ligibility withdrawal without Cause.

v) Form of benefit payoutEach participant entitled to a payout under 8gstion 6(d) will receive such payout in the
form of a lump sum payment.

(vi) Amount, timing, and source of benefit payouh participant entitled to a payout of his/het aecrued benefit, as a
result of the occurrence of an event describeceuti®ns 6(d)(iii) or (iv) will be entitled to a lumsum benefit. This
lump sum benefit will be calculated by a certifeectuary as the present value, determined as afdtesof payment,
of an annuity beginning at age 62 (or the pardioifs actual age, if the
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participant is older than age 62 on the date theolsum benefit is payable), including the estimgextent value of
post-retirement survivor annuity benefits descrile8ection 8, using (1) the net accrued benefibamh calculated
under Section 6(d)(ii) on the effective date of #mitlement event, which is expressed aswadekly amount, (2) th
Interest Rate computed on the date the lump surefidénpayable, and (3) the Mortality Table. Thenp sum
benefit shall be payable as of the participant'seB@nce From service Date, and shall be made wéthidays after
such date in accordance with the provisions oRhAkbi Trust and, to the extent not paid underé¢hm$ of the Rabl
Trust, from general corporate assets. A partidipdro receives a lump sum benefit under this Sedia)(vi) shall
not be entitled to any cost of living or other penspayment adjustments or to preretirement or-petiement
survivor annuity coverage.

For Benefits Earned and Vested On or After Januaryl, 2005

(@) Form of payout of retirement benefits.

@)

(ii)

(iii)

Generally. Each participant entitled to supplemental pensiinement benefits will receive his/her suppletaén
pension retirement benefits payout in the form bf-aveekly payment, unless the participant makesla election
to receive his/her supplemental pension retirerbentfits payout in the form of a lump sum.

Initial election of form of payment A participant may make an initial election tae&e his or her payout in the
form of a lump sum in the form and manner estabtishy the Plan Administrator from time to time, buth initial
election shall be made no later than 30 days #feefirst day of the participant’s taxable year igdiately following
the first year the participant accrues a benefitenrthe Plan.

Subsequent elections of form of paymerithe election to receive a payout in the forna &ddmp sum may be
revoked at any time in the form and

16




manner established by the Plan Administrator frionetto time, but such revocation shall not take@ftntil 12
months after the date the revocation is receivetheyPlan Administrator, and will delay the beneimmencement
date five years from the date such payment wouldretise have been paid.

(b) Amount, timing, and source of participant benefit myout.

(i)

(ii)

Bi-weekly retirement benefit payoutA participant entitled to bi-weekly supplememahsion retirement benefits
will receive biweekly payments equal to the amount determinedruBéetion 5(b). Such payments shall comme
effective with the first of the month following tharticipant's Severance From Service Date. Ihqarticipant
receives (or would have received but for the IdeRevenue Code Limitations) cost of living adjustit(s) under
the Pension Plan, the bi-weekly payments hereunildoe automatically increased based on the peeggnof, and
at the same time as, such adjustment(s)wé&kly payments hereunder shall permanently cease the death of tl
participant, effective with the bi-weekly paymeat the period following the month of the participardeath. Bi-
weekly payments hereunder shall be made in accoedaith the provisions of the Rabbi Trust and h® éxtent not
paid under the terms of the Rabbi Trust, from gelnesrporate assets.

Lump sum retirement benefit payaui participant entitled to a lump sum supplemepésion retirement benefit
will receive a lump sum payment. This lump sumrpemgt will be calculated by a certified actuary avilll be equal
to the present value of an immediate annuity inclgdhe estimated present value of post-retirerasepplemental
survivor annuity benefits described in Sectionr] eeflecting the present value of any deferredsenPlan
payments using (1) the supplemental pension re¢intdpenefit amount calculated under Section 5(b)chwvis
expressed as a bi-weekly amount, (2) the Interatt Bomputed on the participant’s Benefit StareDat
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(iii)

and (3) the Mortality Table. Such lump sum paynsiail be made within 60 days after the particiizaBeverance
From Service Date, and shall be paid to the padid. The lump sum payment shall be made in aaooelwith the
provisions of the Rabbi Trust and, to the extentpaid under the terms of the Rabbi Trust, fromegahcorporate
assets. A participant who receives a lump sum payrshall not be entitled to any cost of livingotiner pension
payment adjustments or to post-retirement sunévotuity coverage under the Plan.

Six-month delay for Key Employees\Notwithstanding the foregoing, a participant whalso a Key Employee
shall receive no benefit payments of amounts eaanedvested on or after January 1, 2005, beforddteethat is six
months after the participant's Severance From Semdiate, where the benefit payment is as a reslikionination
from Employment with Constellation Energy Group.

(c) Entitlement to benefit upon happening of certain egnts.

(i)

(ii)

Computation of gross accrued benefithe computation of the gross accrued supplerhpatsion benefit for a
participant as of the date of the computation héllmade as follows:

(1) add the Annual Base Salary and the Average Incetivard,
(2) divide the sum by 26, and

3) multiply this dollar amount by the appropriate ganage, determined as follows: Chairman of ther@oi
Constellation Energy Group - 60%; all other papigcits (by completed years of Credited Service dlseof
date of the computation) 1 through 9 - 3% per yg@rthrough 19 - 40%; 20 through 24 - 45%; 25 thiou
29 - 50%; and 30 or more - 55%.

Computation of net accrued benefiThe computation of the net accrued supplememtasion benefit for a
participant as of the date
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(iii)

(iv)

of the computation will be made by subtracting fritva gross accrued benefit determined under Seeé(ii) the
amount of the participant’s Gross Pension undePtesion Plan determined as of the date of the atatipn and
assuming that bi-weekly payments of such GrossiBetegin on the first of the month after the latéreaching
age 62 or the date of the computation. If theigigeint is not eligible for payment of a Gross Rensinder the
Pension Plan, the participant’s Accrued Gross Rengétermined as of the date of the computatioh kba
substituted for the Gross Pension described alvwitte the appropriate reduction for early receipplggd as if the
participant were eligible to begin payment of hiscAled Gross Pension on the first of the montir #ftelater of
reaching age 62 or the date of the computation.

Satisfaction of requiremenisA participant who has satisfied the age and itrddervice requirements set forth in
Section 5(a) while eligible as set forth in Sectrbut who the Committee determines does nogretider the Plan
due to Demotion, Termination From Employment WitbnStellation Energy Group, or the withdrawal of a
participant’s eligibility to participate under Sixt 5, shall be entitled to his/her net accruggpsemental pension
benefit. The effective date of the Demotion, Teration From Employment With Constellation Energy @y, or
eligibility withdrawal event shall be the date otk Demotion, Termination From Employment With Qefiation
Energy Group, or eligibility withdrawal.

Other events A participant, regardless of his/her age andg/e&Credited Service, shall be entitled to hisnet
accrued supplemental pension benefit upon the mapgef any of the following entitlement eventst baly if such
entitlement event occurs while a participant aniigea participant retires under this Plan:

(1) Change in Contral A Change in Control, followed within two yearg the participant’s Demotion, a
participant’s Termination From Employment With
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Constellation Energy Group, or the withdrawal & trarticipant’s eligibility to participate undertilan, is
an entittement event. A participant’s Terminatifmom Employment is also an entitlement eventis it
reasonably demonstrated that such Termination FHowployment (a) was at the request of a third patty
has taken steps reasonably calculated to effetigag@e in Control or (b) otherwise arose in conoactvith
or anticipation of a Change in Control. The effieztdate of the entitlement event shall be the datbe
Demotion, Termination From Employment With Constétin Energy Group, or eligibility withdrawal.

2) Plan amendment A Plan amendment that has the effect of reduaipgrticipant’s gross accrued
supplemental pension benefit is an entitlement evendetermining whether such a reduction hasioed,
the participan® gross accrued supplemental pension benefit eadzlibn the day immediately precedinc
effective date of the amendment shall be comparé¢klet participant’s gross accrued supplementalipens
benefit calculated on the effective date of the rmangent. An amendment that has the effect of reduci
future benefit accruals is not an entitlement evenis intended that an entittement event untex t
Section 7(c)(iv)(2) will occur only with respecttimose amendments that are substantially similar to
amendments that are prohibited by Internal Rev&uade section 411(d)(6) with respect to qualified
pension plans. The effective date of the entitleneeent shall be the effective date of the Plapradment.
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v)

(vi)

3) Involuntary Demotion, Termination From EmploymenitMConstellation Energy Group, or eligibility
withdrawal without Cause A participant’s involuntary Demotion or involary Termination From
Employment With Constellation Energy Group with@atuse, or the withdrawal of a participanligibility
to participate in the Plan without Cause, is afitlement event. The effective date of the entigetevent
shall be the effective date of the participant\siointary Demotion or involuntary Termination From
Employment With Constellation Energy Group with@atuse, or the eligibility withdrawal without Cause.

Form of benefit payoutEach participant entitled to a payout under 8dstion 7(c) will receive such payout in the
form elected pursuant to Section 7(a).

Amount, timing, and source of benefit payouthe benefit payout under this Section 7(c) shalpayable as of the
participant’s Severance From Service Date, and bbgbaid in accordance with Sections 7(b)(i)&id (iii), as
applicable.

Survivor Benefits .

(@)

(b)

Eligibility for survivor benefits . Following the death of a participant who is yulested under the Pension Plan, a survivor

benefit may be paid to the participant’s surviveppuse. For purposes of this Section 8(a), a jaatit's surviving spouse is
the individual married to the participant on theedaf the participant’s death. If there is no $uing spouse, no survivor
benefits will be payable.

Form of payout of survivor benefits.

(i)

(ii)

For participants entitled to a lump sum benefitrpapt: All survivor benefits for participants entitléol a lump
sum benefit payment shall be paid in the form hfrap sum payment.

For participants entitled to a-hieekly annuity benefit paymentA supplemental survivor annuity may be paid to
the participant’s surviving spouse
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until the death of that spouse, using the SurvAmuity Percentage. The survivor annuity benefit g 50%,
unless the participant elects, in the form and reaestablished by the Plan Administrator from timéme, another
percentage in 5% increments up to 100%. The ppatitiwill not bear the cost of up to a 50% surviaonuity
benefit, but will bear the cost of a survivor anpdienefit in excess of 50%.

(1) For benefits earned and vested prior to Janua?@d5: Unless the participant made a valid election to
have the survivor benefits paid in a lump sum, eg@nber 31 of the year prior to his/her death oindu
the 2001 initial election period established by Ben Administrator, each surviving spouse entitted
supplemental survivor annuity benefit will recehis/her survivor annuity benefit payout in the foofra bi-
weekly payment.

(2) For benefits earned and vested on or after Jary&#905:

(@) Initial election: A participant may make an initial election of l|preum survivor benefits in the
form and manner established by the Plan Administfabm time to time, but such initial election
shall be made no later than 30 days after thediagtof the participant’s taxable year immediately
following the first year the participant accruelsemefit under the Plan.

(b) Subsequent electiong he election of lump sum survivor benefits mayéeoked at any time in
the form and manner established by the Plan Adtnaige from time to time, but such revocation
shall not take effect until 12 months after theedae revocation is received by the Plan
Administrator, and will delay the benefit commenegindate five years from the date such
payment would otherwise have been paid.
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(©) Pre-retirement survivor benefits: Amount, timing, and source of benefit payout. If the participant dies prior to his

Severance from Service Date, the participant’sisimy spouse shall be entitled to either a lump surhi-weekly annuity
benefit, as set forth below.

(i)

Death of a participant entitled to a lump sum bémefyout. In the event of the death of a participant wiszted a
lump sum supplemental pension benefit, the pagitils surviving spouse will receive a lump sum papin The
lump sum payment shall be the same amount and atable same time and from the same sources asrietrf
Section 6(c) or (7)(b)(ii), as applicable. Such pjusum payment shall be made within 60 days afeep#rticipant’s
death.

Notwithstanding the foregoing, in the event of tleath of a participant after the occurrence ofv@nedescribed in
Sections 6(d)(iii) or (iv) or 7(c)(iii) or (iv) antdefore the participant receives the lump sum paymader Sections 6
(d)(vi) or 7(c)(vi), a lump sum payment shall bededo the participant’s surviving spouse (as defimeSection 8
(a)). If the participant’s date of death is befbigher Severance From Service Date, the lumpmayment shall be
calculated by a certified actuary and will be eqoa@0% of the lump sum that would have been paithé¢
participant under Sections 6(d)(vi) or 7(c)(vi)hellump sum benefit shall be payable as of theéezar the
participant’s Severance From Service Date or dateeath, and shall be made within 60 days afteh siate.

Any lump sum paid under this Section shall be raigiccordance with the provisions of the Rabbi Tamsl, to the
extent not paid under the terms of the Rabbi Tifustn general corporate assets.

If there is no surviving spouse at the date ofgheicipant’s death, no payments shall be made.the event of the
death of a surviving spouse before the spouseweséie lump sum payment under this paragraphapment shall
be made. A surviving spouse who receives a lumpsemefit
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(ii)

shall not be entitled to any cost of living or atlpension payment adjustments or to pre-retireroepbst-retirement
survivor annuity coverage under the Plan.

Death of a participant entitled to aweekly retirement benefit payout

(1) If the participant elected a lump sum survivor Hanthe benefit shall be paid as set forth in 8j@bove.
(2) If the participant elected a bi-weekly annuity suov benefit payment, the benefit shall be paideisforth
below.
(@) Computation of the benefit: Unless the participaletted the alternative service death benefit

paragraph (b) below:

0] begin with the biweekly Early Retirement pension benefit (under hbthPension Plan a
Section 5(b) of this Plan) to which the participauniuld have been entitled if the participant
had been retired at the later of age 60 or hisdbtral age on the date of death for purposes
of computing the Early Receipt Reduction Factor,

(i) multiply this dollar amount by the Survivor AnnuiBercentage,

(iii)  subtract from the product the net amount, if ariyhe survivor annuity provided on behalf
of the participant under the Pension Plan if theigipant is participating in the Traditional
Pension Plan, or the bi-weekly annuity that woldstdnbeen provided to the participant’s
spouse assuming that he or she had been desigisatled participant’s beneficiary and had
chosen to receive a survivor benefit in the forna dii-weekly
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(b)

()

annuity, if the participant is participating in tR&P, and

(iv)  subtract from this dollar amount the charges natptd coverage (under both the Pension
Plan and this Plan) for a pre-retirement survivomaty in excess of 50%.

If the participant was a participant in the Pendtgyuity Plan option of the Pension Plan and
elected this alternative in-service death bengfibecember 31 of the year prior to his/her death or
during the 2001 initial election period establistiydthe Plan Administrator

0] calculate the benefit under the Constellation Ep&goup Benefits Restoration Plan that
would have been payable to the surviving spouieeiparticipant were a participant in
that plan and

(i) that dollar amount will be paid to the survivingosge only in the form of a lump sum
from this Plan.

A surviving spouse entitled to bi-weekly supplena¢sturvivor annuity benefits will receive a bi-
weekly payment equal to the amount determined ufajeor (b) above. Such payments shall
commence effective with the first day of the mofaffowing the month of the participant’s death.

If such surviving spouse receives (or would haweired but for the Internal Revenue Code
Limitations) cost of living adjustment(s) under thension Plan, the bi-weekly payments hereunde!
will be automatically increased based on the peegenof, and at the same time as, such adjustmel
(s). Biweekly payments hereunder shall permanently cease the death of the surviving spot
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(d)

effective with the first bi-weekly payment for theonth following the month of the surviving
spouse’s death. Bi-weekly payments hereunder bkathade in accordance with the provisions of
the Rabbi Trust and, to the extent not paid unidetérms of the Rabbi Trust, from general
corporate assets

Postretirement survivor benefits: Amount, timing, and source of benefits payout If the participant dies after the

participant’s Severance from Service Date, theigipant's surviving spouse shall be entitled tdeita lump sum or bi-
weekly annuity benefit, as set forth below.

(i)

(ii)

Death of a participant entitled to a lump sum b#mefyout. In the event of the death of a participant atfter
participant’s Severance From Service Date and bedfar participant receives the lump sum paymenému8dction 6
(c) or 7(b)(ii) , such lump sum payment shall bedm#o the participant’s surviving spouse (as defimeSection 8
(a)). The lump sum payment shall be the same atranuhmade at the same time and from the sameesoascset
forth in Section 6(c) or 7(b)(ii). If there is sarviving spouse at the date of the participang'atd, no payments
shall be made. A surviving spouse who receivesrlsum benefit under this Section 8(d)(i) shatlbmentitled to
any cost of living or other pension payment adj@stta or to post-retirement survivor annuity coveragder the
Plan.

Death of a participant entitled to aweekly retirement benefit payout

(1) If the participant elected a lump sum survivor Hignthe benefit shall be paid as set forth in jcbove.
(2) If the participant elected a bi-weekly annuity suov benefit payment, the benefit shall be paideisforth
below.
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(@) Computation of the benefit The amount of the survivor annuity will be detéred as follows:

0] begin with the bi-weekly pension benefit (undertier5(b) of this Plan) that the
participant was receiving prior to the date of deand
(i) multiply this dollar amount by the Survivor AnnuiBercentage.
(b) A surviving spouse entitled to bi-weekly supplena¢survivor annuity benefits will receive a bi-

weekly payment equal to the amount determined ufajeabove. Such payments shall commence
effective with the first day of the month followinige month of the participant’s death. If such
surviving spouse receives (or would have receivgddr the Internal Revenue Code Limitations)
cost of living adjustment(s) under the Pension Pda@ bi-weekly payments hereunder will be
automatically increased based on the percentagmdfat the same time as, such adjustment(s).
Bi-weekly payments hereunder shall permanentlyeeasn the death of the surviving spouse,
effective with the first bi-weekly payment for theonth following the month of the surviving
spouse’s death. Bi-weekly payments hereunder bbeathade in accordance with the provisions of
the Rabbi Trust and, to the extent not paid undetérms of the Rabbi Trust, from general
corporate assets.

Compliance with Section 409A of the Code This Plan is intended to comply and shall be adstéred in a manner that is intended
to comply with section 409A of the Code and shelcbnstrued and interpreted in accordance with Bueht. To the extent that an
Award, issuance and/or payment is subject to sedi®A of the Code, it shall be awarded and/orddser paid in a manner that will
comply with section 409A of the Code, including posed, temporary
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10.

or final regulations or any other guidance issugthle Secretary of the Treasury and the InternakERee Service with respect there
Any provision of this Plan that would cause an Advassuance and/or payment to fail to satisfy seci09A of the Code shall have
force and effect until amended to comply with Cedetion 409A (which amendment may be retroactivbecextent permitted by
applicable law).

Miscellaneous. None of the benefits provided under this Plaadldye subject to alienation or assignment by aanyigipant or
beneficiary nor shall any of them be subject tacttment or garnishment or other legal process ¢Xpep the extent specially
mandated and directed by applicable State or Feskatate; or (ii) as requested by the participamteneficiary to satisfy income tax
withholding or liability.

This Plan may be amended from time to time, orendpd or terminated at any time, provided, howesarept as set forth in Sectic
6(d)(iv)(2) or 7(c)(iv)(2), no amendment or termiioa shall reduce any previously accrued suppleaigr@nsion benefit under this
Plan or impair the rights of any participant or éfciary entitled to receive current or future pamhhereunder at the time of such
action. All amendments to this Plan may be madkeatvritten direction of the Committee. Notwithstigng anything else in this Plan
to the contrary, and subject to the limitationgpplicable law, the Constellation Energy Group BoafrDirectors may authorize a
Participant to be eligible for benefits or may e&se benefit payments.

Participation in this Plan shall not constituteoattact of employment between Constellation En&gyup or any of its subsidiaries
and any person and shall not be deemed to be @vasimh for, or a condition of, continued employmehany person.

In the event Constellation Energy Group becomesry po a merger, consolidation, sale of substlyptél of its assets or any other
corporate reorganization in which Constellation iggeGroup will not be the surviving corporationiorwhich the holders of the
common stock of Constellation Energy Group willeiwe securities of another corporation (in any stebe, the “New Company”),
then the New Company shall assume the rights alglabions of Constellation Energy Group under tian.
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This Plan shall be governed in all respects by NMa law, without respect to any conflicts of lavingiples.
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Purpose and Nature of the Plan Constellation Energy Group, Inc. (the “Companggjablished the Constellation Energy

Group, Inc. Senior Executive Supplemental PlangfiPl and maintains the Plan as an unfunded retinéplan for purposes of Title |
of the Employee Retirement Income Security Act®f4, notwithstanding the creation of the Rabbi T.rishe purpose of the plan is
to provide enhanced retirement benefits for cetaimor executives of the Company and its subs@dian order to attract and retain
talented executive personnel. Any funds which tm@ynvested and any assets which may be held taderdenefits under this Plan
shall continue for all purposes to be a part ofgleeral funds and assets of Constellation Energygsand no person other than
Constellation Energy Group shall by virtue of thieyisions of this Plan have any interest in suaidfiand assets. To the extent that
any person acquires a right to receive payments ffonstellation Energy Group under this Plan, sigtits shall be no greater than
the right of any unsecured general creditor of @tegion Energy Group.

The Plan is divided into sections that separatétfress benefits earned and vested on or after 3ahp2005, which are subject to
Internal Revenue Code section 409A, and benefitsegizand vested before January 1, 2005, whichgaemtfathered” under Internal
Revenue Code section 409A.

Definitions . All words beginning with an initial capital lettand not otherwise defined herein shall haverteaning set forth in the
Pension Plan. All singular terms defined in thisnRwill include the plural and vice versas used herein, the following terms will
have the meaning specified below:

“Average Annual Base Salary” means an amount déteirby (a) computing the beekly base rate of pay amounts (i.e., the typ
such pay that are includable in the computatioRerfsion Plan benefits) paid during the prior fisasecutive twelve month periods
immediately preceding the month that includes thie @f the computation, and (b) averaging the tmaltte month periods during
which the highest amounts were paid.

“Average Incentive Award” (or “Average Award”) meathe average of the two highest of the particiizainte immediately prior ye.
awards earned under Constellation Energy Groupécitive Annual Incentive Plan,
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Constellation Energy Group’s Senior Management Ahmcentive Plan and/or Other Incentive AwardsgPams.
“Benefit Start Date” means the date as of whichghsicipant’'s benefits, if any, under this Plamtoence.

“Cause” means the participant’s (a) failure to compith Constellation Energy Group policy, (b) derate and continual refusal to
satisfactorily perform employment duties on subtiédly a full-time basis, (c) deliberate and continual refusadbin accordance wi
any specific instructions of a majority of Constéitbn Energy Group’s Board of Directors, (d) disetloe, without the consent of a
majority of Constellation Energy Group’s Board dfdxtors, of confidential information or trade sstsrconcerning Constellation
Energy Group which could be materially damagin@tmstellation Energy Group, or (e) deliberate migkuet which could be
materially damaging to Constellation Energy Grouhaut reasonable good faith belief by the participthat such conduct was in the
best interest of Constellation Energy Group.

“Change in Control” means the occurrence of anyafrtbe following events:

0] individuals who, on January 24, 2003, constituteBloard of Directors of Constellation Energy Grdtige “
Incumbent Directors ") cease for any reason to constitute at leastjantaof the Board of Directors of
Constellation Energy Group (theBbard "), provided that any person becoming a directdosgguent to January 24,
2003, whose election or nomination for election wpproved by a vote of at least two-thirds of theumbent
Directors then on the Board (either by a specifitevor by approval of the proxy statement of Cdtatten Energy
Group (the “Company”) in which such person is named as a nomineeifectbr, without written objection to such
nomination) shall be an Incumbent Director; prodig@owever, that no individual initially elected or nominated :
director of the Company as a result of an actusthi@atened election contest with respect to dirsabr as a result
any other actual or threatened solicitation of sy or on behalf of any person other than
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(ii)

(i)

the Board shall be deemed to be an Incumbent Direct

any “person” (as such term is defined in Sectia)(® of the Securities Exchange Act of 1934, asraaed (the “
Exchange Act”) and as used in Sections 13(d)(3) and 14(d)(2ZhefExchange Act) is or becomes a “beneficial
owner” (as defined in Rule 13d-3 under the Exchafcf, directly or indirectly, of securities of tl@ompany
representing 20% or more of the combined votinggrasd the Companyg' then outstanding securities eligible to \
for the election of the Board (theCompany Voting Securities”); provided, however, that the event described in
this paragraph (ii) shall not be deemed to be anG&an Control by virtue of any of the followingagsitions:
(A) by the Company or any corporation with resgeathich the Company owns a majority of the outdtag share
of common stock or has the power to vote or ditteetvoting of sufficient securities to elect a niegjoof the
directors (a “Subsidiary Company”), (B) by any employee benefit plan (or relateast) sponsored or maintained
by the Company or any Subsidiary Company, (C) hywrderwriter temporarily holding securities punsut an
offering of such securities, (D) pursuant to a Ngualifying Transaction (as defined in paragrapiy)(ior
(E) pursuant to any acquisition by Plan participam&ny group of persons including Plan particig@ntany entity
controlled by Plan participant or any group of pasincluding Plan participant);

consummation of a merger, consolidation, statustigre exchange or similar form of corporate trati@ac
involving the Company or any of its Subsidiary Ca@mies (&' Business Combinatiort’), unless immediately
following such Business Combination: (A) more tt&96 of the total voting power of (x) the corpooatiresulting
from such Business Combination ( th8drviving Corporation "), or (y) if applicable, the ultimate parent
corporation that directly or indirectly has ben&fiownership of at least 95% of the voting sedesitligible to elect
directors of the




Surviving Corporation (the Parent Corporation "), is represented by Company Voting Securities there
outstanding immediately prior to such Business Cioation (or, if applicable, is represented by shamnto which
such Company Voting Securities were converted @unsto such Business Combination), and such vqtovger
among the holders thereof is in substantially #raes proportion as the voting power of such Compéutyng
Securities among the holders thereof immediatdlyr po the Business Combination, (B) no persondbthan any
employee benefit plan (or related trust) sponsoredaintained by the Surviving Corporation or treednt
Corporation), is or becomes the beneficial owneeatly or indirectly, of 20% or more of the totadting power of
the outstanding voting securities eligible to eldicectors of the Parent Corporation (or, if thisrao Parent
Corporation, the Surviving Corporation) and (Ceatst a majority of the members of the board cators of the
Parent Corporation (or, if there is no Parent Crapon, the Surviving Corporation) following thensummation of
the Business Combination were Incumbent Directbtieatime of the Board’approval of the execution of the init
agreement providing for such Business Combinatamy Business Combination which satisfies all of¢hteria
specified in (A), (B), and (C) above shall be dedntebe a ‘Non-Qualifying Transaction ”); or

(iv) the stockholders of the Company approve a plamwfpiete liquidation or dissolution of the Compaagthe
consummation of a sale of all or substantiallyohhe Company’s assets.

Notwithstanding the foregoing, a Change in Condfdche Company shall not be deemed to occur stletpuse any person acquires
beneficial ownership of more than 20% of the Conypdating Securities as a result of the acquisitdiCompany Voting Securities
by the Company which reduces the number of Compartyng Securities outstanding; providethatif after such acquisition by the
Company such person becomes the beneficial owremddifional Company Voting Securities that increabe percentage of
outstanding




Company Voting Securities beneficially owned bylsperson, a Change in Control of the Company shai occur.
“Committee” means the Compensation Committee oBtbard of Directors of Constellation Energy Group.
“Constellation Energy Group” means Constellatiorfgy Group, Inc., a Maryland corporation, or itscessor.

“Constellation Energy Group’s Executive Annual Inttee Plan” means such plan or other incentive plaarrangement designated in
writing by the Plan Administrator.

“Constellation Energy Group’s Senior Management dairiincentive Plan” means such plan or other irigerglan or arrangement
designated in writing by the Plan Administrator.

“Demotion” means a transfer to a position with Getliation Energy Group or a subsidiary of ConstalaEnergy Group that either
(a) is substantially below the position in whicle farticipant was employed on the date of transfefly) results in a substantial
reduction in pay when compared to the participgodg on the date of the transfer. Whether a mosi substantially below another
position shall be determined in the reasonablerefimn of the Committee, with reference to factoduding whether the participant
retains principal responsibility for a departmentlivision, and whether the participant remaingible for the perquisites enjoyed by
the participant before the position change.

“Early Receipt Reduction Factor” means 100% le8s0f/1% for each month that the participant is kbss age 62 on the participat’
Benefit Start Date.

“Interest Rate” means the rate equal to the avemag@hly 30-year Treasury bond rate for the seamiendar quarter preceding the
computation date, less 50 basis points.

“Internal Revenue Code Limitations” means the latians under Section 415 and/or 401(a)(17) of therhal Revenue Code.

“Key Employee”’means an employee listed each year by Constellgti@ngy Group on the Key Employee list as requingdreasury
Regulation 1.409A-1(i), which shall generally bemgrised of officers, and shall include but
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not be limited to: the 50 most highly paid officér@ving annual compensation greater than $130&9adjusted from time to time);
5% owners; and 1% owners that have annual compengetm Constellation Energy Group greater thaB@Q00 (as adjusted from
time to time). Key Employees shall be identifiecbd®ecember 31 of each year, and the List shidl &ffect on April 1 of the year
following.

“LTD Plan” means the Constellation Energy Group. IDisability Insurance Plan as may be amended fiora to time, or any
successor plan.

“Mortality Table” means the mortality table usedctnvert annuities to lump sums in the Pension.Plan
“Nonqualified Deferred Compensation Plan” meansGbastellation Energy Group, Inc. Nonqualified Dreéeél Compensation Plan.

“Other Incentive Awards Program” means the proggrdésignated in writing by the Plan Administreapplicable to certain
employees that provides awards; but includes drdytypes of awards that are includable in the cdatjoun of Pension Plan benefits.

“Pension Plan” means the Pension Plan of Consteil&nergy Group, Inc. as may be amended from tortene, or any successor
plan.

“Plan” means this Constellation Energy Group, Benior Executive Supplemental Plan.
“Plan Administrator” means, as set forth in Sectionhe Committee and its designees.

“Rabbi Trust” means the trust adopted by ConsietlialEnergy Group pursuant to the Grantor Trust Agrent Dated as of
November 3, 2008, by and between Constellation gnéroup and JPMorgan Chase Bank, N.A.

“Severance from Service Date” means: (i) for berafiounts earned and vested prior to January 5,208 same as set forth in the
Pension Plan; (i) for benefit amounts earned aggtad on or after January 1, 2005, the date teagriployee dies, retires, or
otherwise has a termination of employment suchithistreasonably anticipated that the employeé paiform no additional services,
or the level




of bona fide services performed would permanentigrélase to no more than 20 percent of the aveeagedf bona fide services
performed in the immediately preceding 36-monthquer

“Survivor Annuity Percentage” means 50%, unlesspiduicipant elects, in the timing and manner digtadd by the Plan
Administrator, a higher percentage (in multiple$6 to a total percentage not to exceed 100%).

“Termination From Employment With Constellation Egye Group” means a participant’s separation fronvise with Constellation
Energy Group or a subsidiary of Constellation Egedgoup; however, a participant’s retirement, diligh or transfer of employment
to or from a subsidiary of Constellation Energy Grahall not constitute a Termination From Emplogti#/ith Constellation Energy
Group.

“Total SERP Service” means (a) Credited Serviceiamdated while designated as a participant witpeesto supplemental pension
benefits under this Plan or while a participantemttie Constellation Energy Group Supplemental iBar®lan, or while a participant
under any predecessor executive supplemental pehsitefit plan, plus (b) one fourth of Creditedvz accumulated while not such
a participant.

Plan Administration . The Committee is the Plan Administrator and$@e authority (except as specified otherwise Ingitei
interpret the Plan and, in general, to make akotteterminations advisable for the administratibthe Plan to achieve its stated
objective. Appeals of written decisions by therPAaministrator may be made to the Board of Dirextaf Constellation Energy
Group. Decisions by the Board shall be final aotisubject to further appeal. The Plan Administrahall have the power to delec
all or any part of its duties to one or more desgg) and to withdraw such authority, by writtenigiestion.

Eligibility . Each senior executive of Constellation Energgupror its subsidiaries may be designated in vgibip the Plan
Administrator as a participant with respect to onenore benefits under the Plan. Once designagticipation shall continue until
such designation is withdrawn at the discretion lapégvritten order of the Plan
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Administrator, provided, however, that such withdahmay not be made with respect to a participamt Wwas satisfied the eligibility
requirements to retire (as set forth in Section)5(Alotwithstanding the foregoing, any participadtile classified as disabled under
the LTD Plan shall continue to participate in tRian while classified as disabled and, for purpaséle supplemental pension ben
provided by this Plan, while classified as disabitll be deemed to continue to accrue Creditedceuntil no later than his/her
Normal Retirement Date.

A Plan participant who was a participant in the §&tetation Energy Group Supplemental Pension Predamuary 1, 2000, shall be
eligible for supplemental pension benefits undes Eian only if the participant’s supplemental pensenefits under this Plan are
greater than the supplemental pension benefits atedpunder the Constellation Energy Group Suppléat@ension Plan based on
the participant’s age, service, and eligible conspéinn on the date as of which benefits becomelpayH a participant or a
participants surviving spouse receives benefits from this Fiafshe cannot also receive benefits from the @btason Energy Grou
Supplemental Pension Plan.

Any other participant in the Plan shall be eligifde benefits under this Plan without regard to aognputation under the Constellat
Energy Group Supplemental Pension Plan.

Supplemental Pension Benefits.

€) Commencement of benefitsA participant shall be eligible to retire undeistRlan on or after the participant’s Normal
Retirement Date, or on the first day of any monticpding his/her Normal Retirement Date, if onteés/Severance From
Service Date and while a participant he/she haineid (1) age 55 and has accumulated at leastak8 péCredited Service;
or (2) age 62 and has accumulated at least fiviesyd#aCredited Service.

(b) Computation of retirement benefits. A participant who is eligible to retire understfPlan will be entitled to supplemental
pension retirement benefits under this Plan, whithbe calculated as set forth below on the pgtat's Benefit Start Date:

8
0] add the Average Annual Base Salary and the Avdragmtive Award,
(i) divide the sum by 26,
(iii) multiply this dollar amount by the appropriate psrmage, determined as follows: Chairman of the @aad

President of Constellation Energy Group - 60%ptler participants (the product of 5.5% multiplledthe number
of full and fractional years of Total SERP Serviggaximum is 55%).

(iv) multiply this dollar amount by the Early ReceiptdRetion Factor; provided, however, if the particips age 62 or
older on his/her Benefit Start Date, such factaldbe one (1),

v) subtract from this dollar amount the charges ne¢ptd coverage for a pre-retirement survivor annitexcess of
50%, and for a post-retirement survivor annuitgxeess of 50%, and

(vi) subtract from the remainder the net bi-weekly amgayable to the participant under the Pension Bfathe
participant’s Benefit Start Date (assuming a 50%usgl joint and survivor annuity for a married gapant), (if the
participant is not eligible to commence bi-weeknBion Plan payments on the participant’s Benéditt®ate, the
participant’s benefit will be unreduced for Pensilan payments until the date the participantrs #ligible to
commence bi-weekly Pension Plan paymemts)if the participant elects a lump sum underRE# provisions of tr
Pension Plan, the lkeekly amount that would have been payable undeP#nsion Plan as a life annuity for a si
participant or as a 50% spousal joint and survaroruity for a married participant, as of the Bengfart Date under
this Plan.




For Benefits Earned and Vested Prior to January 12005.

€) Form of payout of retirement benefits.

Each participant entitled to supplemental pensatinament benefits will receive his/her supplemepéssion retirement
benefits payout in the form of a bi-weekly paymemiess the participant makes a valid electioreteive his/her
supplemental pension retirement benefits payotttérform of a lump sum.

A participant may elect to receive his/her suppletakpension retirement benefits payout in the fofra lump sum by
submitting to the Plan Administrator a signed Lugym Election Form. The Form must be received byRian
Administrator before the beginning of the calengisair during which the participant’'s Severance F8grvice Date occurs.
The election to receive a payout in the form afmp sum may be revoked at any time before the bégirof the calendar
year during which the participant’s Severance F8srvice Date occurs, by submitting to the Plan Adstiator a signed
Lump Sum Revocation Form.

(b) Amount, timing, and source of biweekly retirement benefit payout. A participant entitled to bi-weekly supplemental
pension retirement benefits will receive bi-weeliyments equal to the amount determined underddes(b) Such
payments shall commence effective with the firsthef month following the Participant’s SeverancerkiService Date. If
such participant receives (or would have receivetddr the Internal Revenue Code Limitations) aafdiving adjustment
(s) under the Pension Plan, the bi-weekly paymeatsunder will be automatically increased basetherpercentage of, and
at the same time as, such adjustment(s). Bi-wgekyynents hereunder shall permanently cease upatetith of the
participant, effective with the bi-weekly paymeat the period following the month of the participardeath. Bi-weekly
payments hereunder shall be made in accordanceheitbrovisions of the Rabbi Trust and, to the mixtet paid under the
terms of the Rabbi Trust, from general corporagetss

(©) Amount, timing, and source of lump sum retirement fenefit payout. A participant entitled to a lump sum suppleménta
pension retirement benefit will receive a lump sueyment. This lump sum payment will be calculdiga certified actuary
and will be equal to the present value of an immatedannuity including the
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(d)

estimated present value of post-retirement suppi¢gahsurvivor annuity benefits described in Sec8pand reflecting the
present value of any deferred Pension Plan paynusirig (1) the supplemental pension retirement fitesm@ount calculated
under Section 5(b), which is expressed as a bi-lyeskount, (2) the Interest Rate computed on thiéqgi@ant’s Benefit Start
Date, and (3) the Mortality Table. Such lump suagment shall be made within 60 days after the gipetnt's Severance
From Service Date, and shall be paid to the paditi. The lump sum payment shall be made in aacoelwith the
provisions of the Rabbi Trust and, to the extertpaod under the terms of the Rabbi Trust, fromagahcorporate assets. A
participant who receives a lump sum payment stalbe entitled to any cost of living or other pemspayment adjustments
or to post-retirement survivor annuity coveragearttie Plan.

Entitlement to benefit upon happening of certain egnts.

0] Computation of gross accrued benefithe computation of the gross accrued supplerhpatesion benefit for a
participant as of the date of the computation délmade as follows:

(1) add the Average Annual Base Salary and the Avdragmtive Award,
(2) divide the sum by 26, and

3) multiply this dollar amount by the appropriate gerage, determined as follows: Chairman of the 8oar
and President of Constellation Energy Group — 68%@ther participants - by the product of 5.5%
multiplied by the number of full and fractional ysaf Total SERP Service as of the date of the edgatjon
(maximum is 55%).

(i) Computation of net accrued benefiThe computation of the net accrued supplememtiasion benefit for a
participant as of the date of the computation hallmade by subtracting from the gross accrued hetetérmined
under Section 6(d)(i) the amount of the particifgmnt
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(iii)

(iv)

Gross Pension under the Pension Plan determinefitlas date of the computation and assuming thatdakly
payments of such Gross Pension begin on the fitsicomonth after the later of reaching age 62herdate of the
computation. If the participant is not eligible fayment of a Gross Pension under the Pension flan
participant’s Accrued Gross Pension determined &seodate of the computation shall be substitfibedhe Gross
Pension described above, with the appropriate tedufor early receipt applied as if the participarere eligible to
begin payment of his Accrued Gross Pension onitkedf the month after the later of reaching age6the date of
the computation.

Satisfaction of requirementsA participant who has satisfied the age and iBrddService requirements set forth in
Section 5(a) while eligible as set forth in Sectyrbut who does not retire under the Plan dueeim@ion,
Termination From Employment With Constellation EneGroup, or the withdrawal of a participant’s @itjty to
participate under Section 5, shall be entitlediséhier net accrued supplemental pension benefie éffective date
of the Demotion, Termination From Employment WitbrStellation Energy Group, or eligibility withdrahvevent
shall be the date of such Demotion, TerminatiomFEmployment With Constellation Energy Group, ogibility
withdrawal.

Other events A participant, regardless of his/her age ands/e&Credited Service, shall be entitled to histet
accrued supplemental pension benefit upon the mappef any of the following entitlement eventst baly if such
entitlement event occurs while a participant aniigea participant retires under this Plan:

(1) Change in Contral A Change in Control, followed within two yeang tne participant’s Demotion, a
participant’s Termination From Employment With Ctalstion Energy Group, or the withdrawal of the
participant’s eligibility to
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2

©)

participate under the Plan, is an entitlement evénparticipant’s Termination From Employment Is@an
entittement event if it is reasonably demonstraked such Termination From Employment (a) was at th
request of a third party who has taken steps reddpcalculated to effect a Change in Control or

(b) otherwise arose in connection with or antidipabf a Change in Control. The effective date¢hef
entittlement event shall be the date of the Demofl@mmination From Employment With Constellation
Energy Group, or eligibility withdrawal.

Plan amendment A Plan amendment that has the effect of reduaipgrticipant’s gross accrued
supplemental pension benefit is an entitlement evendetermining whether such a reduction hasioed,
the participan® gross accrued supplemental pension benefit eadzlibn the day immediately preceding
effective date of the amendment shall be comparé¢klet participant’s gross accrued supplementalipens
benefit calculated on the effective date of the rmangent. An amendment that has the effect of reduci
future benefit accruals is not an entitlement evenis intended that an entittement event untex t
Section 6(d)(iv)(2) will occur only with respect tiltose amendments that are substantially similar to
amendments that are prohibited by Internal Rev&uade section 411(d)(6) with respect to qualified
pension plans. The effective date of the entitleneeent shall be the effective date of the Plapradment.

Involuntary Demotion, Termination From EmploymenitMConstellation Energy Group, or eligibility
withdrawal without Cause A participant’s involuntary Demotion or involary Termination From
Employment With Constellation Energy Group with@atuse, or the withdrawal of a participangligibility
to participate in the Plan without Cause, is
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(v)

(vi)

an entittement event. The effective date of thitlement event shall be the effective date of the
participant’s involuntary Demotion or involuntargimination From Employment With Constellation
Energy Group without Cause, or the eligibility vdtAwal without Cause.

Form of benefit payoutEach participant entitled to a payout under 8gstion 6(d) will receive such payout in the
form of a lump sum payment.

Amount, timing, and source of benefit payouh participant entitled to a payout of his/het aecrued benefit, as a
result of the occurrence of an event describeceti®ns 6(d)(iii) or (iv) will be entitled to ahop sum benefit. This
lump sum benefit will be calculated by a certifeectuary as the present value, determined as afdtesof payment,
of an annuity beginning at age 62 (or the particijsaactual age, if the participant is older thge &2 on the date the
lump sum benefit is payable), including the estadatiresent value of post-retirement survivor aryrignefits
described in Section 8, using (1) the net accrwtbfit amount calculated under Section 6(d)(iithn effective date
of the entitlement event, which is expressed asveelkly amount, (2) the Interest Rate computedhendate the
lump sum benefit is payable, and (3) the Mortdligple. The lump sum benefit shall be payable dahef
participant’s Severance From Service Date, and bhahade within 60 days after such date in acca@avith the
provisions of the Rabbi Trust and, to the exterttpaid under the terms of the Rabbi Trust, fromegahcorporate
assets. A participant who receives a lump sumfiiameler this Section 6(d)(vi) shall not be emtitlto any cost of
living or other pension payment adjustments orr&ngtirement or post-retirement survivor annuityerage.
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For Benefits Earned and Vested On or After Januaryl, 2005

(@)

(b)

Form of payout of retirement benefits.

0] Generally. Each participant entitled to supplemental pensainement benefits will receive his/her suppletaén
pension retirement benefits payout in the form bf-aveekly payment, unless the participant makesla election
to receive his/her supplemental pension retirerbentfits payout in the form of a lump sum.

(i) Initial election of form of payment A participant may make an initial election tae&e his or her payout in the
form of a lump sum in the form and manner estabtlishy the Plan Administrator from time to time, buth initial
election shall be made no later than 30 days #feefirst day of the participant’s taxable year igdiately following
the first year the participant accrues a benefitenrthe Plan.

(iii) Subseqguent elections of form of paymerifhe election to receive a payout in the forna &ddmp sum may be
revoked at any time in the form and manner estadtidy the Plan Administrator from time to timet buch
revocation shall not take effect until 12 monthemlafhe date the revocation is received by the R@ministrator, an
will delay the benefit commencement date five ydars the date such payment would otherwise haea Ipaid.

Amount, timing, and source of participant benefit myout.

0] Bi-weekly retirement benefit payoutA participant entitled to bi-weekly supplementahsion retirement benefits
will receive biweekly payments equal to the amount determinedruBeetion 5(b). Such payments shall comme
effective with the first of the month following tharticipant's Severance From Service Date. Ihqarticipant
receives (or would have received but for the IrseRevenue Code Limitations) cost of living adjustii(s) under
the Pension Plan, the bi-weekly payments hereunildoe automatically increased based on the peeggnof, and
at the same time as, such adjustment(s). Bi-wegskyynents hereunder shall permanently
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(ii)

(i)

cease upon the death of the participant, effeetitte the bi-weekly payment for the period followitlge month of
the participant’s death. Bi-weekly payments hedaurshall be made in accordance with the provisidrise Rabbi
Trust and, to the extent not paid under the terhtieoRabbi Trust, from general corporate assets.

Lump sum retirement benefit payaui participant entitled to a lump sum supplemepénsion retirement benefit
will receive a lump sum payment. This lump sumrpegt will be calculated by a certified actuary avilll be equal
to the present value of an immediate annuity inclgdhe estimated present value of post-retirerasepplemental
survivor annuity benefits described in Sectionr@] eeflecting the present value of any deferredsRenPlan
payments using (1) the supplemental pension re¢inrtdpenefit amount calculated under Section 5(b)chvis
expressed as a bi-weekly amount, (2) the Interagt Bomputed on the participant’'s Benefit StareDand (3) the
Mortality Table. Such lump sum payment shall belenaithin 60 days after the participant’s Severafanm
Service Date, and shall be paid to the participditite lump sum payment shall be made in accordaitbethe
provisions of the Rabbi Trust and, to the exterttpaid under the terms of the Rabbi Trust, fromegahcorporate
assets. A participant who receives a lump sum payrshall not be entitled to any cost of livingotiner pension
payment adjustments or to post-retirement sunévotuity coverage under the Plan.

Six-month delay for Key EmployeedNotwithstanding the foregoing, a participant whalso a Key Employee sh
receive no benefit payments of amounts earned astbd on or after January 1, 2005, before thettatds six
months after the participant’s Severance From Semdiate, where the benefit payment is as a rekiigonination
from Employment with Constellation Energy Group.
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(c) Entitlement to benefit upon happening of certain eents.

(i)

(ii)

(i)

Computation of gross accrued benefithe computation of the gross accrued supplerhpatesion benefit for a
participant as of the date of the computation héllmade as follows:

(1) add the Average Annual Base Salary and the Avdragmtive Award,
(2) divide the sum by 26, and

3) multiply this dollar amount by the appropriate meage, determined as follows: Chairman of the 8oar
and President of Constellation Energy Group — 68¥gther participants - by the product of 5.5%
multiplied by the number of full and fractional ysaf Total SERP Service as of the date of the edgatjon
(maximum is 55%).

Computation of net accrued benefiThe computation of the net accrued supplemematasion benefit for a
participant as of the date of the computation hallmade by subtracting from the gross accrued heteérmined
under Section 7(c)(i) the amount of the particim@ross Pension under the Pension Plan deternaisefl the date
of the computation and assuming that bi-weekly payts of such Gross Pension begin on the firstehtbnth after
the later of reaching age 62 or the date of thepedation. If the participant is not eligible foayment of a Gross
Pension under the Pension Plan, the participaktrued Gross Pension determined as of the didlbe computatio
shall be substituted for the Gross Pension destabeve, with the appropriate reduction for eaglgeipt applied as
if the participant were eligible to begin paymehhis Accrued Gross Pension on the first of the thaidter the later
of reaching age 62 or the date of the computation.

Satisfaction of requirementsA participant who has satisfied the age and iBrddService requirements set forth in
Section 5(a) while
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(iv)

eligible as set forth in Section 4, but who doetretire under the Plan due to Demotion, Termimakoom
Employment With Constellation Energy Group, or withdrawal of a participant’s eligibility to partjgate under
Section 5, shall be entitled to his/her net accisigzblemental pension benefit. The effective dathe Demotion,
Termination From Employment With Constellation EneGroup, or eligibility withdrawal event shall bee date of
such Demotion, Termination From Employment With &efiation Energy Group, or eligibility withdrawal.

Other events A participant, regardless of his/her age ands/e&Credited Service, shall be entitled to histet
accrued supplemental pension benefit upon the mappef any of the following entitlement eventst baly if such
entitlement event occurs while a participant anfbfgea participant retires under this Plan:

(1) Change in Contral A Change in Control, followed within two yearg the participant’s Demotion, a
participant’s Termination From Employment With Cteiation Energy Group, or the withdrawal of the
participant’s eligibility to participate under tiRan, is an entittement event. A participant’srifigration
From Employment is also an entitlement eventis ittasonably demonstrated that such TerminatiomFr
Employment (a) was at the request of a third pathg has taken steps reasonably calculated to effect
Change in Control or (b) otherwise arose in corinaatith or anticipation of a Change in Controlher
effective date of the entitlement event shall ledhte of the Demotion, Termination From Employment
With Constellation Energy Group, or eligibility \udrawal.

(2) Plan amendment A Plan amendment that has the effect of reduaipgrticipant’s gross accrued
supplemental pension benefit is an entitlement evendetermining whether
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such a reduction has occurred, the particigagutdss accrued supplemental pension benefit eadxlibn the
day immediately preceding the effective date ofahendment shall be compared to the participant/ssg
accrued supplemental pension benefit calculatetti@effective date of the amendment. An amendment
that has the effect of reducing future benefit aalsis not an entitlement event. It is intendett &in
entitlement event under this Section 7(c)(iv)(2) wEcur only with respect to those amendments déhat
substantially similar to amendments that are piitddlby Internal Revenue Code section 411(d)(6h wit
respect to qualified pension plans. The effeatiate of the entitlement event shall be the effectiate of
the Plan amendment.

3) Involuntary Demotion, Termination From EmploymenitMConstellation Energy Group, or eligibility
withdrawal without Cause A participant’s involuntary Demotion or involary Termination From
Employment With Constellation Energy Group with@a#use, or the withdrawal of a participangligibility
to participate in the Plan without Cause, is alitlentent event. The effective date of the entigetnevent
shall be the effective date of the participant\siointary Demotion or involuntary Termination From
Employment With Constellation Energy Group with@ause, or the eligibility withdrawal without Cause.

(v) Form of benefit payoutEach participant entitled to a payout under 8gstion 7(c) will receive such payout in the
form elected pursuant to Section 7(a).

(vi) Amount, timing, and source of benefit payouthe benefit payout under this Section 7(c) sbalpayable as of the
participant’s Severance From Service Date, and bhgbaid in accordance with Sections 7(b)(i)&ii)d (iii), as
applicable.
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Survivor Benefits

€) Eligibility for survivor benefits . Following the death of a participant who is yulested under the Pension Plan, a survivor
benefit may be paid to the participant’s surviveppuse. For purposes of this Section 8(a), a fjaatit's surviving spouse is
the individual married to the participant on théedaf the participant’s death. If there is no $uing spouse, no survivor
benefits will be payable.

(b) Form of payout of survivor benefits.

0] For participants entitled to a lump sum benefitrpapt: All survivor benefits for participants entitléd a lump sur
benefit payment shall be paid in the form of a lusum payment.

(i) For participants entitled to a-bieekly annuity benefit paymentA supplemental survivor annuity may be paid to
the participant’s surviving spouse until the deaftthat spouse, using the Survivor Annuity Percgatd he survivor
annuity benefit will be 50%, unless the participalacts, in the form and manner established bythr
Administrator from time to time, another percentag&% increments up to 100%. The participant wit bear the
cost of up to a 50% survivor annuity benefit, bilt taear the cost of a survivor annuity benefiteixcess of 50%.

(1) For benefits earned and vested prior to Janua29d5: Unless the participant made a valid electionawee
the survivor benefits paid in a lump sum, by Decengi of the year prior to his/her death or dutimg
2001 initial election period established by thenPAaministrator, each surviving spouse entitled to
supplemental survivor annuity benefit will recehis/her survivor annuity benefit payout in the foofra bi-
weekly payment.

(2) For benefits earned and vested on or after Jary&905:
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(@) Initial election: A participant may make an initial election of l|preum survivor benefits in the
form and manner established by the Plan Administrfabm time to time, but such initial election
shall be made no later than 30 days after thedagtof the participant’s taxable year immediately
following the first year the participant accruelsemefit under the Plan.

(b) Subsequent electiong he election of lump sum survivor benefits may&eked at any time in
the form and manner established by the Plan Adtnatge from time to time, but such revocation
shall not take effect until 12 months after theed&e revocation is received by the Plan
Administrator, and will delay the benefit commenesrndate five years from the date such
payment would otherwise have been paid.

Pre-retirement survivor benefits: Amount, timing, and source of benefit payout. If the participant dies prior to his
Severance from Service Date, the participant’sigiuny spouse shall be entitled to either a lump surhi-weekly annuity
benefit, as set forth below.

0] Death of a participant entitled to a lump sum bigmefyout. In the event of the death of a participant wiezted a
lump sum supplemental pension benefit, the pagitig surviving spouse will receive a lump sum pagpm The
lump sum payment shall be the same amount and atale same time and from the same sources asrietrf
Section 6(c) or (7)(b)(ii), as applicable. Suctmpusum payment shall be made within 60 days dfteparticipant’s
death.

Notwithstanding the foregoing, in the event of tleath of a participant after the occurrence ofv@nedescribed in
Sections 6(d)(iii) or (iv) or 7(c)(iii) or (iv) anefore the participant receives the lump sum paymeder Sections
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6(d)(vi) or 7(c)(vi), a lump sum payment shall badea to the participant’s surviving spouse (as @efim Section 8
(a)). If the participant’s date of death is befhigher Severance From Service Date, the lumpmayment shall be
calculated by a certified actuary and will be edoa@0% of the lump sum that would have been paithé¢
participant under Sections 6(d)(vi) or 7(c)(vi)hellump sum benefit shall be payable as of theéezar the
participant’s Severance From Service Date or dbatkeath, and shall be made within 60 days afteh siate.

Any lump sum paid under this Section shall be praigiccordance with the provisions of the Rabbi Taml, to the
extent not paid under the terms of the Rabbi Tifustn general corporate assets.

If there is no surviving spouse at the date ofptheicipant’s death, no payments shall be madehdrevent of the
death of a surviving spouse before the spouseweséie lump sum payment under this paragraphapment shall
be made. A surviving spouse who receives a lumplsemefit shall not be entitled to any cost of liyior other
pension payment adjustments or to pre-retiremepbst-retirement survivor annuity coverage underRban.

(i) Death of a participant entitled to aweekly retirement benefit payout
(1) If the participant elected a lump sum survivor gnthe benefit shall be paid as set forth in 8f@bove.
(2) If the participant elected a bi-weekly annuity suov benefit payment, the benefit shall be paidetsforth
below.
(@) Computation of the benefitUnless the participant elected the alternativedrvice death benefit

paragraph (b) below:
0] begin with the bi-weekly Early Retirement pensim@mefit (under
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both the Pension Plan and Section 5(b) of this)Rawhich the participant would have
been entitled if the participant had been retirettha later of age 60 or his/her actual age
on the date of death for purposes of computindsduty Receipt Reduction Factor,

(i) multiply this dollar amount by the Survivor AnnuiBercentage,

(i) subtract from the product the net amount, if arifhe survivor annuity provided on
behalf of the participant under the Pension Plahéfparticipant is participating in the
Traditional Pension Plan, or the bi-weekly anntiitgt would have been provided to the
participant’s spouse assuming that he or she hawl thesignated as the participant’s
beneficiary and had chosen to receive a survivoefiein the form of a bi-weekly
annuity, if the participant is participating in tR&P, and

(iv) subtract from this dollar amount the charges ne¢pto coverage (under both the Pension
Plan and this Plan) for a pre-retirement survivamty in excess of 50%.

(b) If the participant was a participant in the Pendtquity Plan option of the Pension Plan and
elected this alternative in-service death bengfiDecember 31 of the year prior to his/her death or
during the 2001 initial election period establistgdhe Plan Administrator

0] calculate the benefit under the Constellation Ep&goup Benefits Restoration Plan that
would have been payable to the surviving
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(d)

spouse if the participant were a participant irt flan and

(i) that dollar amount will be paid to the survivingpage only in the form of a lump sum
from this Plan.

(c) A surviving spouse entitled to bi-weekly supplena¢sturvivor annuity benefits will receive a bi-
weekly payment equal to the amount determined ufajeor (b) above. Such payments shall
commence effective with the first day of the mofafiowing the month of the participant’s death.

If such surviving spouse receives (or would haweired but for the Internal Revenue Code
Limitations) cost of living adjustment(s) under thension Plan, the bi-weekly payments hereunde!
will be automatically increased based on the peegenof, and at the same time as, such adjustmel
(s). Biweekly payments hereunder shall permanently cease the death of the surviving spot
effective with the first bi-weekly payment for theonth following the month of the surviving
spouse’s death. Bi-weekly payments hereunder bbeathade in accordance with the provisions of
the Rabbi Trust and, to the extent not paid unidetérms of the Rabbi Trust, from general

corporate assets

Postretirement survivor benefits: Amount, timing, and source of benefits payout If the participant dies after the
participant’s Severance from Service Date, thei@gpant’s surviving spouse shall be entitled tdheita lump sum or bi-
weekly annuity benefit, as set forth below.

M Death of a participant entitled to a lump sum biempefyout. In the event of the death of a participant atter
participant’s Severance From Service Date and befar participant receives the lump sum paymenéu8éction 6
(c) or 7(b)(ii) , such lump sum payment shall bedm#o
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the participant’s surviving spouse (as definedeant®n 8(a)). The lump sum payment shall be tineesamount and
made at the same time and from the same soureest fgth in Section 6(c) or 7(b)(ii). If thereris surviving
spouse at the date of the participant’s deathayments shall be made. A surviving spouse whavesa lump
sum benefit under this Section 8(d)(i) shall notehétled to any cost of living or other pensiorypent adjustments
or to post-retirement survivor annuity coverageerrte Plan.

(i) Death of a participant entitled to a bi-weekly retnent benefit payout.
(1) If the participant elected a lump sum survivor Henthe benefit shall be paid as set forth in &jdbove.
(2) If the participant elected a bi-weekly annuity suov benefit payment, the benefit shall be paidetsforth
below.
(@) Computation of the benefit. The amount of the sumvannuity will be determined as follows:
0] begin with the bi-weekly pension benefit (undertiec5(b) of this Plan) that the
participant was receiving prior to the date of deand
(i) multiply this dollar amount by the Survivor AnnuiBercentage.
(b) A surviving spouse entitled to bi-weekly supplena¢sturvivor annuity benefits will receive a bi-

weekly payment equal to the amount determined u(a@jeabove. Such payments shall commence
effective with the first day of the month followinige month of the participant’s death. If such
surviving spouse receives (or would have receivgddr the Internal Revenue Code Limitations)
cost of living
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10.

adjustment(s) under the Pension Plan, the bi-weadjynents hereunder will be automatically
increased based on the percentage of, and atitetsae as, such adjustment(s). Bi-weekly
payments hereunder shall permanently cease upatetith of the surviving spouse, effective with
the first bi-weekly payment for the month followitlge month of the surviving spouse’s death. Bi-
weekly payments hereunder shall be made in accoedaith the provisions of the Rabbi Trust ¢

to the extent not paid under the terms of the Rabit, from general corporate assets.

Compliance with Section 409A of the Code This Plan is intended to comply and shall be adstéred in a manner that is intended
to comply with section 409A of the Code and shelcbnstrued and interpreted in accordance with Bueht. To the extent that an
Award, issuance and/or payment is subject to sedi®A of the Code, it shall be awarded and/orddser paid in a manner that will
comply with section 409A of the Code, including posed, temporary or final regulations or any othedance issued by the
Secretary of the Treasury and the Internal Rev&areice with respect thereto. Any provision ostRian that would cause an Awe
issuance and/or payment to fail to satisfy secid®A of the Code shall have no force and effecil antended to comply with Code
section 409A (which amendment may be retroactivbécextent permitted by applicable law).

Miscellaneous. None of the benefits provided under this Plaaldie subject to alienation or assignment by aanyigpant or
beneficiary nor shall any of them be subject tacttment or garnishment or other legal process ¢Xpep the extent specially
mandated and directed by applicable State or Feskatate; (ii) as requested by the participarttemeficiary to satisfy income tax
withholding or liability; and (iii) any policy ofrisurance written by a commercial carrier on a sfaltar basis shall be assignable.

This Plan may be amended from time to time, orendped or terminated at any time, provided, howexearept as set forth in Sectic
6(d)(iv)(2) or 7(c)(iv)(2), no amendment

26




or termination shall reduce any previously accreggplemental pension benefit under this Plan ogintpe rights of any participant
or beneficiary entitled to receive current or fetpayment hereunder at the time of such actioharendments to this Plan may be
made at the written direction of the Committee.Wtitstanding anything else in this Plan to the canyt and subject to the limitations
set forth in applicable law, the Constellation EyyeGroup Board of Directors may authorize a Pgrtiot to be eligible for benefits or
may increase benefit payments.

Participation in this Plan shall not constituteoattact of employment between Constellation Ené€gyup or any of its subsidiaries
and any person and shall not be deemed to be evasiwh for, or a condition of, continued employmehany person.

In the event Constellation Energy Group becomesrty po a merger, consolidation, sale of substlytidl of its assets or any other
corporate reorganization in which Constellation iggeGroup will not be the surviving corporationiorwhich the holders of the
common stock of Constellation Energy Group willewe securities of another corporation (in any stede, the “New Company”),
then the New Company shall assume the rights algiations of Constellation Energy Group under tian.

This Plan shall be governed in all respects by Mawy law, without respect to any conflicts of lagrinciples.
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Exhibit No. 10(h)

SECOND AMENDED AND RESTATED
CHANGE IN CONTROL SEVERANCE AGREEMENT

This second amended and restated agreement (theéégnt”) is made as of the 31st day of Deceml®8 2oy and between
CONSTELLATION ENERGY GROUP, INC. (the “Company”)d@Mayo A. Shattuck Il (the “Executive”).

WHEREAS, the Company and the Executive are pami@sChange in Control Severance Agreement datefl Asgust 16, 2004 (the
“Original Agreement”);

WHEREAS, the Company and the Executive are paties Amended and Restated Change in Control Seseragreement dated
of December 2@ , 2005, and modified by letter amge® dated February 15, 2006 (“the Amended Agre€inen

WHEREAS, the Company and the Executive desire termhand restate the Amended Agreement so thatrttended Agreement w
be replaced in its entirety with this Agreement;

WHEREAS, the Company wishes to encourage the grdedcession of management in the event of a Changentrol (as
hereinafter defined);

WHEREAS, the Company desires to maintain a severbeoefit for the Executive covering the periodiirthe date of a Change in
Control until the end of the twenfpur month period following the date of a Chang€ntrol, to avoid the loss or the serious distomcof the
Executive to the detriment of the Company andtiskholders prior to and during such period whenBbkecutive’s undivided attention and
commitment to the needs of the Company would beopdarly important;

WHEREAS, the Executive desires to devote the Exeesttime and energy for the benefit of the Compand its stockholders and
not to be distracted as a result of a Change irtrGlon

NOW, THEREFORE, the parties agree as follows:
1. Definitions .

11 Annual Award Amount The term “Annual Award Amounttheans, as of the applicable date of determinati@naverage ¢
the two highest annual incentive awards under th@@ny’s annual incentive plan (or the annual itigerplan maintained by a successor
Company or a Subsidiary) payable or actually paidew the terms of such annual incentive plan fergrformance year during which the date
of determination occurs, and in respect of theftast years to the Executive prior to the date @edmination; provided, however, that (a) if
Executive has not been employed by the CompanySutaidiary for a sufficient length of time to heheen eligible for payment of at least
annual incentive awards, deemed target award payalitbe used for the one or two years for whitghExecutive was not so eligible, except
that the maximum payout shall be used for the perdmce year in which the date of determination o) for any year during which an
annual incentive award was paid or is payable édikecutive that was prorated because of lessalyaar of plan participation, such




award shall be annualized, except that for the yeatich the date of determination occurs, the imaxn payout shall be used; and (c) for any
year during which a guaranteed minimum annual iticeraward amount was paid or is payable to thecktee, such full (not prorate
because of less than a full year of plan particpdtguaranteed annual incentive amount shall led fsr such year.

1.2 Board. The term “Board” means the Board of Directorshaf Company
1.3 Cause. The term “Cause” means the occurrence of anyoomeore of the following:
€) The Executive is convicted of a felony involving rabturpitude or that involves the misappropriatafrproperty of the
Company or a Subsidiary; or
(b) The Executive engages in conduct or activities toattitutes disloyalty to the Company or a Sulsidand such conduct or
activities are materially damaging to the propebtysiness or reputation of the Company or a Sudgidor
(c) The Executive persistently fails or refuses to clymyith any written direction of an authorized repentative of the
Company other than a directive constituting anggssent described in Section 1.7(a); or
(d) The Executive embezzles or knowingly, and withnmtenlawfully appropriates any corporate oppottyof the Company ¢
a Subsidiary.

A termination of the Executive’s employment for Gador purposes of this Agreement shall be effertedtcordance with the
following procedures. The Company shall give tixedttive written notice (“Notice of Termination f@ause”)of its intention to terminate tt
Executive’s employment for Cause, setting fortihdasonable detail the specific conduct of the Etteeuhat it considers to constitute Cause
and the specific provision(s) of this Agreementdrich it relies, and stating the date, time and@laf the Board Meeting for Cause. The
“Board Meeting for Cause” means a meeting of tharBat which the Executivetermination for Cause will be considered, thikésaplace nc
less than ten (10) and not more than twenty (28)nmss days after the Executive receives the Nofidermination for Cause. The Executive
shall be given an opportunity, together with colinsebe heard at the Board Meeting for Cause. Bkecutive’'s Termination for Cause shall
be effective when and if a resolution is duly a@opat the Board Meeting for Cause by a two-thimtg of the entire membership of the Board,
excluding employee directors, stating that in tbedyfaith opinion of the Board, the Executive isltywof the conduct described in the Notice
Termination for Cause, and that conduct constit@&sse under this Agreement.

Notwithstanding the foregoing, no event describedebnder shall constitute Cause if such eventésalt of an isolated, insubstantial
and inadvertent action that is not taken in batthfand that is remedied by the Executive within(ted) days after receipt of the Notice of

Termination for Cause by the Executive from the @any.

1.4 Change in Control The term “Change in Control” means the occureenfcany one of the following events:
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@)

(b)

(©

individuals who, on January 24, 2003, constitutgeBloard (the “Incumbent Directors”) cease for aegison to constitute at
least a majority of the Board, provided that angspe becoming a director subsequent to JanuargdB8, whose election or
nomination for election was approved by a votetdéast twothirds of the Incumbent Directors then on the Bdaither by ¢
specific vote or by approval of the proxy statenmmfrthe Company in which such person is namedraswnee for director,
without written objection to such nomination) sHad#l an Incumbent Directoprovided, howeverthat no individual initially
elected or nominated as a director of the Compargy r@sult of an actual or threatened electionestntith respect to
directors or as a result of any other actual agdtened solicitation of proxies by or on behal&y person other than the
Board shall be deemed to be an Incumbent Director;

any “person” (as such term is defined in Sectia)(®( of the Securities Exchange Act of 1934, asraed (the “Exchange
Act”) and as used in Sections 13(d)(3) and 14(d)2he Exchange Act) is or becomes a “beneficiaher” (as defined in
Rule 13d-3 under the Exchange Act), directly oiiriexctly, of securities of the Company represenf20§6 or more of the
combined voting power of the Company’s then outditagp securities eligible to vote for the electidrtite Board (the
“Company Voting Securities”provided, howeverthat the event described in this paragraph (&)l siot be deemed to be a
Change in Control by virtue of any of the followiagquisitions: (A) by the Company or any Subsidié&B) by any employee
benefit plan (or related trust) sponsored or maiethby the Company or any Subsidiary, (C) by amgeuwriter temporarily
holding securities pursuant to an offering of saehurities, (D) pursuant to a Non-Qualifying Trast&m (as defined in
paragraph (c)), or (E) pursuant to any acquisitipiiExecutive or any group of persons including Exiee (or any entity
controlled by Executive or any group of personsguding Executive);

there is consummated a merger, consolidation,tetgtshare exchange or similar form of corporaamsaction involving the
Company or any of its Subsidiaries (a “Business Bioation”), unless immediately following such Busss Combination:
(A) more than 60% of the total voting power of (¢ corporation resulting from such Business Comufggm (the “Surviving
Corporation”),or (y) if applicable, the ultimate parent corpooatthat directly or indirectly has beneficial owsieip of at lea:
95% of the voting securities eligible to elect dire's of the Surviving Corporation (the “Parent gamation”), is represented
by Company Voting Securities that were outstandimgediately prior to such Business Combination fcapplicable, is
represented by shares into which such Company ¥ &gcurities were converted pursuant to such Basi@@mbination),
and such voting power among the holders thereiofssibstantially the same proportion as the votiogrer of such Company
Voting Securities among the holders thereof immtetiigorior to the Business Combination, (B) no pergother than any
employee benefit plan (or related trust) sponsoradaintained by the Surviving Corporation or tlaednt Corporation), is or
becomes the beneficial owner, directly or indingotif 20% or more of the total voting power
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of the outstanding voting securities eligible teatldirectors of the Parent Corporation (or, ifréhis no Parent Corporation,
the Surviving Corporation) and (C) at least a nigjaf the members of the board of directors of Bagent Corporation (or,
there is no Parent Corporation, the Surviving Coaion) following the consummation of the Busin€ssmbination were
Incumbent Directors at the time of the Board’s appf of the execution of the initial agreement pdavg for such Business
Combination (any Business Combination which sasséll of the criteria specified in (A), (B) and)(&ove shall be deemed
to be a “Non-Qualifying Transaction”); or

(d) the stockholders of the Company approve a plamwfptete liquidation or dissolution of the Compaagthe consummation
of a sale of all or substantially all of the Comparassets.

Notwithstanding the foregoing, a Change in Condfdhe Company shall not be deemed to occur sbletause any person acquires
beneficial ownership of more than 20% of the Conypdating Securities as a result of the acquisitdCompany Voting Securities by the
Company which reduces the number of Company Vdiegurities outstandingrovided, thaif after such acquisition by the Company such
person becomes the beneficial owner of additiomath@any Voting Securities that increases the peagendf outstanding Company Voting
Securities beneficially owned by such person, anghan Control of the Company shall then occur.

15 Effective Date The term “Effective Date” means the first datgidg the term of this Agreement on which a Chainge
Control occurs provided that the Executive is emptbby the Company or a Subsidiary on such dateythAng in this Agreement to the
contrary notwithstanding, if the Executive’s empiognt with the Company or a Subsidiary has terméh&deany reason prior to the first date
on which a Change in Control occurs, this Agreenséatl be null and void as of the date of such beation of employment; provided,
however, that if it is reasonably demonstrated shah termination (i) was at the request of a thady who has taken steps reasonably
calculated to effect a Change in Control, or (iheywise arose in connection with or anticipatiéa &€hange in Control, then for all purpose
this Agreement the “Effective Date” shall mean tlade immediately prior to the date of such termdamat

1.6 Eligible to Retire. The term “Eligible to Retire” means an Executivieo has met the eligibility requirements for retirent
under any Company or Subsidiary supplemental ekecobn-qualified defined benefit retirement planwihich the Executive participated
immediately prior to the occurrence of a Qualifyifgrmination.

1.7 Good Reason The term “Good Reason” means, without the Exeelst express written consent, the occurrence #fier
Effective Date of any one or more of the following:

€)) The assignment to the Executive of duties matgrinttonsistent with the Executive’s authoritiesties, responsibilities, and
status (including offices, title and reporting tedaships) as an executive and/or officer of thenpany or a Subsidiary
immediately prior to the Effective Date, or a méatkreduction or
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(b)

(©)

(d)

(e)

(f)

(9)

alteration in the nature or status of the Exectgie@thorities, duties, or responsibilities fronogk in effect immediately prior
to the Effective Date, (including as a type of suethuction or alteration for an Executive who isofficer of a publicly trade
company immediately prior to the Effective Dates #xecutive occupying the same position or titleveith a company
whose stock is not publicly traded), unless sud¢hsaemedied by the Company or such SubsidiarkiwitO business days
after receipt of written notice thereof given by thxecutive; or

A reduction by the Company or a Subsidiary of tlredtitive’s base salary in effect immediately prior to thie&fve Date o
as the same shall be increased from time to timless such reduction is less than ten percent (HIfb)t is either

() replaced by an incentive opportunity equal &uwe; or is (ii) consistent and proportional with@erall reduction in
management compensation due to extraordinary asownditions, including but not limited to redugedfitability and

other financial stress (i.e., the base salary ®f&kecutive will not be singled out for reductionai manner inconsistent with a
reduction imposed on other executives of the Comparsuch Subsidiary); or

The relocation of the Executive’s office more ti#hmiles from the Executive’s office immediatelygorto the Effective
Date; or

Failure of the Company or a Subsidiary (whichegehe Executive’s employer) to provide (i) the Exéce the opportunity
to participate in all applicable incentive, savirgggl retirement plans, practices, policies andnarog of the Company or st
Subsidiary to the same extent as other senior ¢ixesuor, where applicable, retired senior exe®s) of the Company or
such Subsidiary, and (ii) the Executive and/orERecutive’s family, as the case may be, the oppdstio participate in, and
receive all benefits under, all applicable welfaemefit plans, practices, policies and programsigeal by the Company or
such Subsidiary, including, without limitation, meal, prescription, dental, disability, sick bengfiaccidental death and
travel insurance plans and programs, to the satestexs other senior executives (or, where appkcabtired senior
executives) of the Company or such Subsidiary; or

Failure of the Company or a Subsidiary (whichegehe Executive’s employer) to provide the Exe@iBuch perquisites as
the Company or such Subsidiary may establish fiom to time which are commensurate with the Exeelgiposition and
least comparable to those received by other seniezutives at the Company or such Subsidiary; or

The aggregate benefits provided to the ExecutiviheyCompany following a Change in Control are miallg less than the
aggregate benefits made available to the Execirtimgediately prior to such Change in Control; or

The failure by the Company to comply with paragréghof Section 14 of this Agreement; or
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(h) Any other substantial breach of this Agreementigy@ompany that either is not taken in good faitls mot remedied by the
Company promptly after receipt of notice thereohirthe Executive.

The Executive’s right to terminate employment fard@ Reason shall not be affected by the Executineapacity due to physical or
mental iliness. The Executive’s continued emplogtehall not constitute consent to, or a waivenrglits with respect to, any circumstance
constituting Good Reason herein; provided, howesx¢éermination of employment by the Executive famo@ Reason for purposes of this
Agreement shall be effectuated by giving the Comparitten notice (“Notice of Termination for GoodeRson”)of the termination, at any tin
during the Protection Period, setting forth in mreble detail the specific conduct of the Compéuay tonstitutes Good Reason and the spe
provision(s) of this Agreement on which the Exeeaitielied. Unless the parties agree otherwisesmaination of employment by the
Executive for Good Reason shall be effective orthiréieth (30" ) day following the date when thetNe of Termination for Good Reason is
given during which time the Company shall havedpportunity to remedy the conduct, unless the eatiets forth a later date (which date <
in no event be later than sixty (60) days afterrtbtice is given); provided, however, that no evdggcribed hereunder shall constitute Good
Reason if such event is a result of an isolatesiistantial and inadvertent action that is notrdkead faith and that is remedied by the
Company within ten (10) days after receipt of thaide of Termination for Good Reason by the Compaom the Executive. If the Executi
continues to provide services to the Company aiterof the events giving rise to Good Reason hesroed, it will be in no way considered a
waiver of the Executive’s right to terminate hismayment at any time during the Protection Perimd@ood Reason in connection with such

event.

1.8 Ineligible to Retire The term “Ineligible to Retire” means an Exeeativho has not met the eligibility requirements for
retirement under any Company or Subsidiary supphéahexecutive non— qualified defined benefit rtirent plan in which the Executive
participated immediately prior to the occurrence @ualifying Termination.

1.9 Qualifying Termination The term “Qualifying Termination” means

€) The occurrence of any one or more of the follonéngployment termination events during the periodr&gg with the
Effective Date and ending on the second anniversbsych date, shall constitute a “Qualifying Temation”:
(0 The Company’s termination of the Executive’'s empleyt without Cause (as defined in Section 1.3); or
(i) The Executive’s resignation for Good Reason (amddfin Section 1.7).

(b) A Qualifying Termination shall not include a terration of employment by reason of death, disabititg, Executive’s
voluntary termination of employment without GoodaRen, or the Company’s termination of the Exectdieenployment for
Cause.




(©)

1.10

The date of a Qualifying Termination shall be tiaedthe Executive has a separation from servicerumternal Revenue
Code Section 409A and the regulations thereunder.

Protection Period The Term “Protection Period” means the two @ryperiod commencing on the Change in Control and

ending on the second anniversary of the Changeirir@l.

111

Subsidiary. The term “Subsidiary” means any corporation wébkpect to which the Company owns a majority ef th

outstanding shares of common stock or has the ptawaste or direct the voting of sufficient secigdt to elect a majority of the directors.

2. Severance Benefits for an Executive Ineligible t@fte . Upon the occurrence of a Qualifying Terminatiaith respect to an
Executive who is Ineligible to Retire:

(@)

(b)

Severance PaymentThe Company shall pay to the Executive an amegual to three times the sum of (i) the greater of
(A) the Executive’s annual base salary as of imatedl prior to the occurrence of the Change of @imtr (B) the
Executive’s annual base salary (as in effect ordttte of the Qualifying Termination, not reduceddny reduction described
in Section 1.7(b) above that would constitute GRedson) and (ii) the greater of (A) the Annual AdvAmount, determined
with the date of the Change of Control as the datetermination, or (B) the Annual Award Amoungtermined with the
date of the Qualifying Termination as the date etedmination. The payment shall be made in a lsmp after the
Qualifying Termination, and within 5 business dajter the Company receives the executed agreermfamted to in 2

(e) below but in no case prior to the expiratiorany period during which the Executive is permittedevoke such
agreement.

Supplemental Retirement Benefitsor purposes of determining the Executive’s sipental retirement benefits which the
Executive is entitled to under the Company’s sumgletal non-qualified retirement plan in which theeEutive participated
immediately prior to the Qualifying Termination (thre supplemental retirement plan maintained hycaessor company or a
Subsidiary), (i) the Executive’s service percentsigall be computed by adding three years of exeslgivel service to the
Executive’s actual service; (i) any minimum agel aervice eligibility requirements for such berefhall be waived and
such benefits shall be fully vested; (iii) AnnualvArd Amount shall be used to compute such benaflisu of any other
annual incentive award amount under such plan i@hdof purposes of computing the present valuthefbenefit to be paid
to the Executive at age 62, three years will beeddd the Executive’s age. Notwithstanding thedoing, on a Qualifying
Termination, the Executive will be entitled to re@ean amount equal to the greater of (i) the arhthat would have been
payable under this Section 2(b) under the suppléthann-qualified retirement plan in which he peigated had the
Qualifying Termination occurred on the Change imtZa or (ii) the amount payable under this Sec¢n) under
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(d)

()

the supplemental non-qualified retirement plan ol he participated as of the date of the QualdyTermination.

Severance Health BenefitsCommencing upon a Qualifying Termination andtearning through the third anniversary of
such Qualifying Termination, the Executive andfe Executive’s family, as the case may be, shedlive all medical and
dental benefits and any life insurance coverageigeal to active employees of the Company, and bectefits shall be
provided on an insured basis. In addition, if tke&utive has attained age fifty (50) as of his @yialg Termination (or
would have attained age fifty (50) had he remaiegloyed through the period ending on the thirdaemsary of his
Qualifying Termination), the Company shall makeikalde to the Executive insured medical and delpéalefits at prevailing
retiree coverage rates (based on the executive’siad deemed service on the third anniversarysoQialifying
Termination), beginning upon the third anniversairyhe Executive’s Qualifying Termination and lastifor the Executive’s
life. The Executive must elect retiree medical dedtal coverage within five (5) years after thedl@nniversary of his
Qualifying Termination, in order to be entitledtte benefit described in the second sentence sptmagraph, and will
commence receiving such coverage effective as asqmacticable after the date of such electiorcaoalance with the terms
of the applicable retiree medical and dental progralf the Company either cannot, or choosesaqirbvide the benefits in
the first or second sentences, as applicable, dmep@ny may provide such benefits on a non-insuasiskor may instead
provide adequate compensation to the Executive thatthe may purchase the benefit from& 3  parts tax neutral basis.

Release The benefits described in this Section 2 areapkeyby the Company to the Executive only if after date of the
Qualifying Termination, the Executive executes (dods not subsequently revoke) in writing and stbinithe Company a
mutual release and waiver of legal claims, inclgdimse against the Company and its Subsidianiebgi form attached
hereto. Following receipt of the Executigesigned mutual release pursuant to this Agreemadrith release shall be delivel
to the Company no later 60 days following the ddtde Qualifying Termination (absent the existentea material dispute
between the parties regarding the benefits) thegammyshall have ten (10) days from the date suelase becomes
irrevocable to execute the release and deliveipg tmthe Executive. If the Company fails to execsuch release within the
time frame established by the preceding senteheaglease shall be deemed to have been signéx ISompany and shall
be fully enforceable by each party against therothe

Benefits Paid to Estate of Executive on DeHtthe Executive dies (i) after termination of thgecutive’s employment
without Cause or (ii) after providing the Compamiyh Notice of Termination for Good Reason durihg Protection Period
and a Good Reason event has occurred, but befqrayahents or benefits due to him under this Agreetnnave been paid,
then in such case any payments and benefits chientat the time of his death under this Agreemsima|l be
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paid to his estate in accordance with the samestasydescribed in the provisions of this Agreem@uath benefits shall
expressly include continuation of any severancétthéanefits for which the Executive was eligibleder Section 2(c) for the
Executive’s family.

3. Severance Benefits for an Executive Eligible to Ret Upon the occurrence of a Qualifying Terminatwith respect to an
Executive who is Eligible to Retire:

(a) Severance PaymentThe Company shall pay to the Executive an ameqgual to the amount determined under Section 2
(a) of this Agreement. The payment shall be madelump sum after the Qualifying Termination, avithin 5 business day
after the Company receives the executed agreerafamted to in Section 3(e) below, but in no caserpo the expiration of
any period during which the Executive is permittedevoke such agreement.

(b) Supplemental Retirement Benefitsor purposes of determining the Executive’s spental retirement benefits which the
Executive is entitled to under the Company’s sumgletal non-qualified retirement plan in which theeEutive participated
immediately prior to the Qualifying Termination (thre supplemental retirement plan maintained hycaessor company or a
Subsidiary), (i) the Executive’s service percentsigall be computed by adding three years of exeslgivel service to the
Executive’s actual service; (i) Annual Award Amaduwhall be used to compute such benefits in lieanyfother annual
incentive award amount under such plan; and @ii)furposes of computing the present value of #resfit to be paid to the
Executive at age 62, three years will be addetded=txecutive’s age. Notwithstanding the foregpomga Qualifying
Termination, the Executive will be entitled to reean amount equal to the greater of (i) the arhthat would have been
payable under this Section 3(b) under the suppléshann-qualified retirement plan in which he hadtjzipated had the
Qualifying Termination occurred on the Change imtal or (ii) the amount payable under this Sec®fip) under the
supplemental non-qualified retirement plan in whiehparticipated as of the date of the Qualifyirgriination.

(c) Severance Health BenefitsCommencing upon a Qualifying Termination andtearing through the third anniversary of
such Qualifying Termination, the Executive andfe Executive’s family, as the case may be, shedlive all medical and
dental benefits and any life insurance coverageigeal to active employees of the Company, and bectefits shall be
provided on an insured basis. In addition, if Executive has attained age fifty (50) as of his I@yiag Termination (or
would have attained age fifty (50) had he remaiexgloyed through the period ending on the thirdaemsary of his
Qualifying Termination), the Company shall makeikalde to the Executive insured medical and delpéalefits at prevailing
retiree coverage rates (based on the executive’siad deemed service on the third anniversarysoQialifying
Termination), beginning upon the third anniversairyhe Executive’s Qualifying Termination and lastifor the Executive’s
life. The Executive must elect retiree medical and
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dental coverage within five (5) years after thedtdnniversary of his Qualifying Termination, irder to be entitled to the
benefit described in the second sentence of thiagpaph, and will commence receiving such coveedfgetive as soon as
practicable after the date of such election in edaoce with the terms of the applicable retiree ined@nd dental programs.
the Company either cannot, or chooses not to, geotrie benefits in the first or second sentenceapplicable, the Company
may provide such benefits on a hon-insured basisay instead provide adequate compensation toxbeufive such that he
may purchase the benefit from &3  party on a &utral basis.

(d) Release The benefits described in this Section 3 araplyby the Company to the Executive only if after date of the
Qualifying Termination, the Executive executes (donés not subsequently revoke) in writing and stbinithe Company a
mutual release and waiver of legal claims, inclgdimose against the Company and its Subsidianiebgi form attached
hereto. Following receipt of the Executigesigned mutual release pursuant to this Agreemadnrith release shall be delivel
to the Company no later 60 days following the adtdhe Qualifying Termination (absent the existentea material dispute
between the parties regarding the benefits) thegammshall have ten (10) days from the date suelase becomes
irrevocable to execute the release and deliveipg tothe Executive. If the Company fails to execsuch release within the
time frame established by the preceding sentehegglease shall be deemed to have been signéx ISompany and shall
be fully enforceable by each party against therothe

(e) Benefits Paid to Estate of Executive on DeHtthe Executive dies (i) after termination of thgecutive’s employment
without Cause or (ii) after providing the CompanighaNotice of Termination for Good Reason during #rotection Period
and a Good Reason event has occurred, but befgraymhents or benefits due to him under this Agrerethave been paid,
then in such case any payments and benefits duientat the time of his death under this Agreemsima|l be paid to his
estate in accordance with the same terms as deddritihe provisions of this Agreement. Such besestiall expressly
include continuation of any severance health b&n&dr which the Executive was eligible under Smtt3(c) for the
Executive’s family.

4, Grant of Replacement Options upon a Change in CattiSome or all of the outstanding options to purclasemon stock of the
Company outstanding under the Company’s equity @msgtion plans (the “Equity Plans”) as of the omre of a Change in Control will be
cashed-out in accordance with the terms of theiegdgle plans in connection with any Change in Gar(the “Cashed-Out Options”). As soon
as practicable following the occurrence of a Changdeontrol, the Company shall, subject to shar@dobpproval, cause the applicable
committee or committees administering the EquignBIto grant the Executive additional stock optighs”Replacement Optio”) to



purchase common stock of the Company (or, if them@amy is not the surviving entity in connectioniwét Change in Control, common stock
of the surviving entity). The Replacement Optiank (i) be granted on substantially the same teand conditions as the Cashed-Out Options
(including provisions
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related to the term), (ii) have an exercise prigeat to the greater of (A) the fair market valugha underlying common stock at the time of
grant and (B) the exercise price of the Cashed@tions to which they relate, as adjusted to take account the transaction or transactions
that resulted in the Change in Control, (iii) reléd the same number of shares as the Cashed-@on®fas adjusted to take into account the
transaction or transactions that resulted in then@bk in Control), (iv) vest in accordance with tiens of the schedule of the Cashed-Out
Options to which they relate (excluding any vestimgt occurs as a result of such Change in Coatrd| for purposes of determining the
vesting schedule, the Replacement Options willdenkd to have been granted at the time of grahea€ashed-Out Options to which they
relate), and (v) will remain exercisable for thenggperiod as the Cashed-Out Options would have &eentisable had they not been
terminated. The Replacement Options shall veatlirag of a Qualifying Termination. Notwithstandianything to the contrary set forth
herein, the Replacement Options will not vest inreEction with a subsequent transaction (the “SulesatgTransaction”) following the Change
in Control in which such Replacement Options weanted (the “Initial Change in Control”) that wouddnstitute a Change in Control if such
Subsequent Transaction merely increases the pageptvnership of common stock of the Company hglihé person or entity whose initial
acquisition of common stock of the Company triggettee Initial Change in Control.

5. Non-Exclusivity of Rights. Nothing in this Agreement shall prevent or lithie Executive’s continuing or future participatiorany
plan, program, policy or practice provided by thentpany or a successor company or a Subsidiary (wher is the Executive’'s employer) for
which the Executive may qualify, nor shall anythinghis Agreement limit or otherwise affect sugajhts as the Executive may have under
contract or agreement with the Company or a suoc€dsmpany or such Subsidiary. However, if thedtitiee receives severance benefits
under this Agreement, the Executive is not alsdledtto any benefit under any other severance, esgram, arrangement or agreement
maintained by the Company or a Subsidiary. Vebt@muefits and other amounts that the Executivehgratise entitled to receive under any
incentive compensation (including, but not limitedany restricted stock or stock option agreemediferred compensation and other benefit
programs listed in Section 1.7(d), life insuranogerage, or any other plan, policy, practice ogpam of, or any contract or agreement with,
the Company or a successor Company or such Sulysatieor after the date of the Qualifying Terminatishall be payable in accordance with
the terms of each such plan, policy, practice, g contract or agreement, as the case may bepeas explicitly modified by this
Agreement.

6. Full Settlement. The Company’s obligation to make the paymentsiged for in, and otherwise to perform its obligas under,
this Agreement shall not be affected by any setaaffinterclaim, recoupment, defense or other cldéght or action that the Company may
have against the Executive or others. In no eskall the Executive be obligated to seek other eympént or take any other action by way of
mitigation of the amounts payable to the Executinder any of the provisions of this Agreement auth amounts shall not be reduced,
regardless of whether the Executive obtains othrgrl@yment.
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Certain Additional Payments by the Company

(@)

(b)

Anything in this Agreement to the contrary notwidrgding, in the event it shall be determined timgt payment or
distribution (including an acceleration of vesting,a lapse of restrictions on amounts otherwidgest to vesting) by the
Company to or for the benefit of the Executive Payment”) would be subject to the excise tax impgdseSection 4999 of
the Internal Revenue Code of 1986, as amended@ibee”) or any interest or penalties are incurrgdhe Executive with
respect to such excise tax (such excise tax, tegettth any such interest and penalties, are hafteincollectively referred to
as the “Excise Tax”"), then the Executive shall betled to receive an additional payment (a “GrogsPayment”) in an
amount such that after payment by the Executivaldgéxes (including any interest or penalties isgubwith respect to such
taxes), including, without limitation, any inconmexes (and any interest and penalties imposed edpect thereon) and
Excise Tax imposed upon the Gross-Up Payment, xeelHive retains an amount of the Gross-Up Paymgual to the
Excise Tax imposed upon the Payment.

Subiject to the provisions of paragraph (c) of 8éstion 7, all determinations required to be matteuthis Section 7,
including whether and when a Gross—Up Paymentgsired a nd the amount of such Gross-Up Paymenttand
assumptions to be utilized in arriving at such dateation, shall be made by one of the major iraéomally recognized
certified public accounting firms (commonly refatr®, as of the date hereof, as a Big Four firnsigieated by the Executive
and approved by the Company (which approval shwlbe unreasonably withheld) (the “Accounting FijmAhich shall
provide detailed supporting calculations both ® @ompany and the Executive within fifteen (15)ibess days of the rece
of notice from the Executive that there has beBayment, or such earlier time as is requesteddZtimpany. In the event
that the Accounting Firm is serving as accountargudlitor for the individual, entity or group affeg the change of control,
the Executive shall designate another Big Four aatiog firm (subject to the approval of the Compamhich approval shall
not be unreasonably withheld) to make the detertioina required hereunder (which accounting firmlisthen be referred to
as the Accounting Firm hereunder). All fees angemses of the Accounting Firm shall be borne sdiglthe Company. Ar
Gross-Up Payment, as determined pursuant to thiso®e7, shall be paid by the Company to the Exgeuwwithin five

(5) days of the receipt of the Accounting Firm’setenination. Any determination by the Accountirignk-shall be binding
upon the Company and the Executive. As a resuhiefincertainty in the application of Section 4@9%he Code at the time
of the initial determination by the Accounting Fitrareunder, it is possible that Gross-Up Paymehtshwwill not have been
made by the Company should have been made (“Ungiagrat”) consistent with the calculations requiredé made
hereunder. In the event that the Company exhéastesmedies pursuant to paragraph (c) of thisi@eat and the Executive
thereafter is required to make a payment of anydextax, the Accounting Firm shall determine theant of the
Underpayment that has occurred and any such Ungeigrd shall be promptly paid by the Company tooortfie benefit of
the Executive.
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(©) The Executive shall notify the Company in writingamy claim by the Internal Revenue Service tHauccessful, would
require the payment by the Company of the Gros&&jgment. Such notification shall be given as smpracticable but no
later than ten (10) business days after the Exeigiinformed in writing of such claim and shalbaise the Company of the
nature of such claim and the date on which sudmdkrequested to be paid. The Executive shdlpag such claim prior to
the expiration of the thirty (30) day period follmg the date on which the Executive gives suchcedid the Company (or
such shorter period ending on the date that angnpay of taxes with respect to such claim is dug)he Company notifies
the Executive in writing prior to the expirationsfch period that it desires to contest such cldimExecutive shall:

() give the Company any information reasonably reaueby the Company relating to such claim,

(i) take such action in connection with contesting stlahm as the Company shall reasonably requestiimg from
time to time, including, without limitation, accépg legal representation with respect to such claynan attorney
reasonably selected by the Company,

(iii) cooperate with the Company in good faith in ordéaively to contest such claim, and
(iv) permit the Company to participate in any proceeslirgating to such claim;

PROVIDED, however, that the Company shall bearaddirectly all costs and expenses (including taltl interest and penalties)
incurred in connection with such contest and shdiémnify and hold the Executive harmless, on &erdéx basis, for any Excise Tax
or income tax (including interest and penaltiehwéspect thereto) imposed as a result of sucleseptation and payment of costs and
expenses. Without limitation on the foregoing ps@ns of this paragraph (c) of Section 7, the Camypshall control all proceedings
taken in connection with such contest and, atalts gption, may pursue or forego any and all adstiative appeals, proceedings,
hearings and conferences with the taxing autharitgspect of such claim and may, at its sole optither direct the Executive to pay
the tax claimed and sue for a refund or contestldien in any permissible manner, and the Execudiyiees to prosecute such contest
to a determination before any administrative trédyim a court of initial jurisdiction and in one more appellate courts, as the
Company shall determine; PROVIDED, however, théhéf Company directs the Executive to pay suchrchaid sue for a refund, the
Company shall advance the amount of such paymehet&xecutive, on an interest-free basis and &hddimnify and hold the
Executive harmless, on an after-tax basis, fromExgise Tax or income tax (including interest ongies with respect thereto)
imposed with respect to such advance or with radpeany imputed income with respect to such adeaand PROVIDED, further,
that any extension of the statute of limitationatiag to payment of taxes for the taxable yeahefExecutive with respect to which
such contested amount is claimed to be due isddrsblely to such contested amount. Furthermbee, t
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Company'’s control of the contest shall be limitedssues with respect to which a Gross-Up Paymentdwbe payable hereunder and
the Executive shall be entitled to settle or cantes the case may be, any other issue raisecehytérnal Revenue Service or any o
taxing authority.

(d)

(e)

If, after the receipt by the Executive of an amaamtanced by the Company pursuant to paragrapf {b)s Section 7, the
Executive becomes entitled to receive any refurtt véspect to such claim, the Executive shall prthyntpke all necessary
action to obtain such refund and (subject to then@any’s complying with the requirements of paragraplofdhis Section 7
upon receipt of such refund shall promptly payhte Company the amount of such refund (together avithinterest paid or
credited thereon after taxes applicable therdfagfter the receipt by the Executive of an amaoashtanced by the Company
pursuant to paragraph (c) of this Section 7, ardetation is made that the Executive shall not titled to any refund with
respect to such claim and the Company does ndiyrib& Executive in writing of its intent to contesuch denial of refund
prior to the expiration of thirty (30) days afterck determination, then such advance shall beviergand shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amofi@ress-Up Payment
required to be paid.

Notwithstanding anything herein to the contrarg @ompany shall pay all amounts that it is requicegay to or on behalf
the Executive under the foregoing provisions of Béction 7 not later than the end of the calepdar following (1) the
calendar year in which the related Taxes are rethitt the applicable taxing authority, or (2) ie ttase of amounts relatinc
a claim described in Section 7(c) that does natlt@s the remittance of any Taxes, the calendar y@ which the claim is
finally settled or otherwise resolved.

Certain Additional Agreements under Section 409A

(@)

(b)

In the event the payment of any amounts underAbisement would be treated as nqumlified deferred compensation un
Section 409A of the Code, such payment will be yledafor six (6) months after the date of the Eximets Qualifying
Termination if required in order to avoid additibtex under Section 409A of the Code; provided, aeer, that if the
Executive incurs a separation from service withia ineaning of Code section 409A prior to his Queld Termination, then
such six (6) month delay period shall commence thiéhdate of his prior separation from servicehéf Executive dies within
six (6) months following a Qualifying Terminatioar(his prior separation from service, if applicgbbny such delayed
payments shall not be further delayed, and shalnneediately payable to the Executive’s estatecitoadance with the
applicable provisions of this Agreement.

The Company intends that this Agreement will comgtg be administered in accordance with the ruidsraquirements of
Section 409A of the Code, including the applicabtemptions thereunder. The Company will not take a
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(d)

()

(f)

action that would expose any payment or benetitéoExecutive under this Agreement or under ang,@arangement or
other agreement to the additional tax imposed uSeetion 409A of the Code, unless (i) the Comparghbiigated to take the
action under an agreement, plan or arrangemenhichwhe Executive is a party, (ii) the Executieguests the action,

(i) the Company advises the Executive in writthgt the action may result in the imposition of #uklitional tax and (iv) the
Executive subsequently requests the action in ingrihat acknowledges that he will be respondibteany effect of the
action under Section 409A of the Code. The Compuiliyhold the Executive harmless for any actiomiay take in violation
of this paragraph.

It is the parties’ intention that the benefits aights to which the Executive could become entittedonnection with the
termination of employment covered under this Agreetitomply with Section 409A of the Code, includthg applicable
exemptions thereunder. If the Executive or the gamy believes, at any time, that any of such bepefight does not so
comply, he or it will promptly advise the other fyaand will negotiate reasonably and in good fégtlamend the terms of
such arrangement such that it complies (with thetrimited possible economic effect on the Exeaitind on the Compan

Any obligation of the Company to reimburse the Esee for legal, accounting or any other type affpssional fees shall
continue for the Executive’s life and, if later tlithe complete disposition of all relevant claima addition, all benefits in
the nature of reimbursements or in-kind servicesl ftlomply with the requirements of Treas. Reg.4D9A-3(i)(1)(iv) to the
extent applicable. For this purpose, (i) the amadrexpenses eligible for reimbursement, or besgfiovided, in one
calendar year shall not affect the expenses etidgdn reimbursement, or benefits to be providedirig other calendar year,
(i) the reimbursement of any expense shall be npedmptly, but in no event later than the last dathe calendar year next
following the calendar year in which the expense iaurred, and (iii) the right to any reimbursemenbenefit shall not be
subject to liquidation or exchange for any othanddi.

Each payment made pursuant to Sections 2(a) @nft)Sections 3(a) or (c) shall constitute a sepgrayment for 409A
purposes.

Any payment made pursuant to this Agreement thafldvoonstitute a gross-up payment under TreasugulR&on 1.409A-3
()(2)(v) shall be made in accordance with the tignfequirements set forth in that regulation.

9. Termination of Agreement This Agreement shall remain in effect from ttaedhereof until the last day of the twenty-fourth
calendar month following the date of a Change int&@d. Further, upon a Qualifying Termination,ai#igreement shall continue until the
Company or its successor shall have fully perforalédf its obligations thereunder with respecttte Executive, with no future performance
being possible. This Agreement may be terminateshyatime by the Board with the written consenttaf Executive. Notwithstanding the

foregoing,
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this Agreement shall automatically terminate upessation of Executive’s employment with the Compang its Subsidiaries prior to the
Effective Date.

10. Amendment of Agreement This Agreement may be amended at any time bBtaed with the written consent of the Executive.

11. Construction. Wherever any words are used herein in the miagcgender they shall be construed as though tlegg also used in
the feminine gender in all cases where they woaldpply, and wherever any words are used herglmeisingular form, they shall be constr
as though they were also used in the plural forallinases where they would so apply.

12. Governing Law. This Agreement shall be governed by the lawslafyland.

13. Dispute Resolution.The parties agree that any disputes, claims, caimtplor causes of action of any type or kind (idaig but not
limited to any disputes relating in any way to tAgreement) which the parties may have between seéras shall be resolved by final and
binding arbitration using a single arbitrator fréime American Arbitration Association pursuant then existing commercial arbitration rules.
The arbitration proceedings shall be conductedaittiBore, Maryland, unless the parties mutuallyeagn writing to a different location. Prior
to presiding over any such dispute, any arbitrabail be required to consent in writing that hetoe shall reach a final decision within four

(4) months after a claim has been filed and wilixty (60) days after final submission. Any awaeddered in the arbitration may be enforced
in any court of competent jurisdiction. Pending tesolution of any such claim or dispute, the Exieeuand his beneficiaries) shall continut
receive all payments and benefits due under thieégent or otherwise, except to the extent thaathirators otherwise provide.

14. Successors and Assigns
(@) This Agreement shall inure to the benefit of andebforceable by the Executive’s legal represeraativ
(b) This Agreement shall inure to the benefit of andlmeling upon the Company and its successors asigress
(c) The Company shall require any successor (whethectdir indirect, by purchase, merger, ¢ o nsaltadr otherwise)

to all or substantially all of the business andissets of the Company expressly to assume and tagpeeform this Agreement in
the same manner and to the same extent that the&@gynwould have been required to perform it if nohssuccession had taken
place. As used in this Agreement, “Compask&ll mean both the Company as defined above anduai successor that assu
and agrees to perform th is Agreement, by operatidaw or otherwise.

15. Director & Officer Insurance and Indemnification During the Protection Period and, upon a QuiagyT ermination, for so long

thereafter as the Executive could be subject hiliip, the Company shall keep in place a directarsl officers’ liability insurance policy (or
policies) providing comprehensive coverage to tkedttive for claims relating to the Executigeservice as an employee, officer, or directc
the Company, on terms and conditions

16




no less favorable to the Executive (e.g., with eespo scope, amounts and deductibles) providéeio-existing officers and directors of the
Company. The Company shall indemnify the Executivéhe fullest extent permitted by the generaldafithe State of Maryland and shall
provide indemnification expenses in advance toetitent permitted thereby. The Company will folldve procedures required by applicable
law in determining persons eligible for indemnifioa and in making indemnification payments andaasbes. The indemnification and
advance of expenses provided by the Company pursu#nis Agreement shall not be deemed exclusivang other rights to which the
Executive may be entitled under any law (commostatutory), or any agreement, vote of stockholdedisinterested directors or other
provision that is consistent with law, both as¢tian in his official capacity and as to actioraimother capacity while holding office or while
employed or acting as agent for the Company, sieallinue in respect of all events occurring while Executive was a director of or emplo
by the Company after the Executive has ceased #oddector of or employed by the Company, andlshafe to the benefit of the estate, he
executors and administrators of the Executive.

16. Reimbursement of Legal FeesThe Company will pay all reasonable fees andkrgps, if any (including without limitation, legal
fees and expenses) that are incurred by the Exedatienforce this Agreement and that result fraoneach of this Agreement by the
Company.

17. Notice. Any notices, requests, demands, or other comratiohs provided for by this Agreement shall bdisigt if in writing and
if sent by registered or certified mail to the Extge at the last address the Executive has filedriting with the Company, or in the case of
the Company, to its principal offices.

18. Severability. The invalidity or unenforceability of any proids of this Agreement shall not affect the valiydir enforceability of
any other provision of this Agreement. If any pgeion of this Agreement shall be held invalid oenforceable in part, the remaining portion
of such provision, together with all other provissoof this Agreement, shall remain valid and erdalide and continue in full force and effec
the fullest extent consistent with law.

19. Withholding . Notwithstanding any other provision of this Agneent, the Company may withhold from amounts payaht e r this
Agreement all federal, state, local and foreigresathat are required to be withheld by applicadbes|or regulations.

20. Entire Agreement Unless otherwise specifically provided in thigréement, the Executive and the Company acknowltdgehis
Agreement supersedes any other agreement betwemnothbetween the Executive and the Company obaiiary, concerning the subject
matter hereof.

21. Alienability . The rights and benefits of the Executive under Aggeement may not be anticipated, alienated ojestibo attachmer
garnishment, levy, execution or other legal or &plé process except as required by law. Any gitday the Executive to anticipate, alienate,
assign, sell, transfer, pledge, encumber or chidsgeame shall be void. Payments hereunder shiglenconsidered assets of the Executive in
the event of insolvency or bankruptcy.
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22. Counterparts. This Agreement may be executed in several copates, each of which shall be deemed an origarad, said
counterparts shall constitute but one and the sasteiment.

IN WITNESS WHEREOF, the Executive has hereuntdlseExecutive’s hand and, pursuant to the authtiizaf the Board, the
Company has caused this Agreement to be execuitdriame on its behalf, all as of the day and fiestrabove written.

CONSTELLATION ENERGY GROUP, INC

By: /s/ Charles A. Berardes:

Name: Charles A. Berardes
Title: Senior Vice President and General Cou

/s/ Mayo A. Shattuck Il

Mayo A. Shattuck Il

18




Exhibit No. 10(i)

SECOND AMENDED AND RESTATED
CHANGE IN CONTROL SEVERANCE AGREEMENT

This second amended and restated agreement (theéégnt”) is made as of the 31st day of Deceml®8 2oy and between
CONSTELLATION ENERGY GROUP, INC. (the “Company”)@dohn R. Collins (the “Executive”).

WHEREAS, the Company and the Executive are patti@san Amended and Restated Change in Contror&mse Agreement dated
as of January 27, 2006 (the “Original Agreement”);

WHEREAS, the Company and the Executive modified@higinal Agreement by letter agreement dated Fafyra5, 2006 (“the
Amended Agreement”);

WHEREAS, the Company and the Executive desire termhand restate the Original and Amended Agreensentisat they will be
replaced in its entirety with this Agreement;

WHEREAS, the Company wishes to encourage the grdedcession of management in the event of a Changentrol (as
hereinafter defined);

WHEREAS, the Company desires to maintain a severbeoefit for the Executive covering the periodirthe date of a Change in
Control until the end of the twenfpur month period following the date of a Chang€ntrol, to avoid the loss or the serious distomcof the
Executive to the detriment of the Company andtiskholders prior to and during such period whenBbkecutive’s undivided attention and
commitment to the needs of the Company would bgqodarly important; and

WHEREAS, the Executive desires to devote the Exeesttime and energy for the benefit of the Compand its stockholders and
not to be distracted as a result of a Change irtrGlon

NOW, THEREFORE, the parties agree as follows:
1. Definitions .

11 Annual Award Amount The term “Annual Award Amount” means, as of &pplicable date of determination, the average ®two
highest annual incentive awards under the Compayisial incentive plan (or the annual incentivenptaaintained by a successor
Company or a Subsidiary) payable or actually paiden the terms of such annual incentive plan fergérformance year during wh
the date of determination occurs, and in respetitefast four years to the Executive prior todlage of determination; provided
however, that (a) if the Executive has not been employethk Company or a Subsidiary for a sufficient knaf time to have been
eligible for payment of at least two annual inceatawards, deemed target award payout shall befaséuk one or two
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years for which the Executive was not so eligibbegept that the maximum payout shall be used p#rformance year in which the
date of determination occurs; (b) for any yearmiysivhich an annual incentive award was paid oaigaple to the Executive that was
prorated because of less than a year of plan fation, such award shall be annualized, exceptfthiahe year in which the date of
determination occurs, the maximum payout shallseduand (c) for any year during which a guaranteggmum annual incentive
award amount was paid or is payable to the Exeeusivch full (not prorated because of less tharl géar of plan participation)
guaranteed annual incentive amount shall be ugeslifth year.

1.2 Board. The term “Board” means the Board of Directorshaf Company.
1.3 Cause The term “Cause” means the occurrence of anyoomeore of the following:
€) The Executive is convicted of a felony involving rabturpitude or that involves the misappropriatafrproperty of the

Company or a Subsidiary; or

(b) The Executive engages in conduct or activities toattitutes disloyalty to the Company or a Sulsidand such conduct or
activities are materially damaging to the propebtysiness or reputation of the Company or a Sudngidor

(c) The Executive persistently fails or refuses to clymyith any written direction of an authorized repentative of the
Company other than a directive constituting anggssent described in Section 1.7(a); or

(d) The Executive embezzles or knowingly, and withnntenlawfully appropriates any corporate opportyof the Company
or a Subsidiary.

A termination of the Executive’s employment for Gador purposes of this Agreement shall be effertedtcordance with the
following procedures. The Company shall give tixedtitive written notice (“Notice of Termination f@ause”)of its intention to terminate tt
Executive’s employment for Cause, setting fortihdasonable detail the specific conduct of the Etteeuhat it considers to constitute Cause
and the specific provision(s) of this Agreementdrich it relies, and stating the date, time and@laf the Board Meeting for Cause. The
“Board Meeting for Cause” means a meeting of tharBat which the Executivetermination for Cause will be considered, thikésaplace nc
less than ten (10) and not more than twenty (28)nmss days after the Executive receives the Nofidermination for Cause. The Executive
shall be given an opportunity, together with colinsebe heard at the Board Meeting for Cause. Bkecutive’'s Termination for Cause shall
be effective when and if a resolution is duly a@opat the Board Meeting for Cause by a two-thimtg of the entire membership of the Board,
excluding employee directors, stating that in tbedyfaith opinion of the Board, the Executive isltywof the conduct described in the Notice
Termination for Cause, and that conduct constit@&sse under this Agreement.
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Notwithstanding the foregoing, no event describeebnder shall constitute Cause if such eventésalt of an isolated, insubstantial
and inadvertent action that is not taken in batihfand that is remedied by the Executive within(ted) days after receipt of the Notice of
Termination for Cause by the Executive from the @any.

14 Change in Contral The term “Change in Control” means the occureesitany one of the following events:

@)

(b)

(©

individuals who, on January 24, 2003, constituteBloard (the “Incumbent Directors”) cease for aggson to constitute at
least a majority of the Board, providethatany person becoming a director subsequent to Ja24a2003, whose election
nomination for election was approved by a votetdéast twothirds of the Incumbent Directors then on the Bdaither by ¢
specific vote or by approval of the proxy statenmfrthe Company in which such person is namedraswnee for director,
without written objection to such nomination) sHad#l an Incumbent Director; providetiowever, that no individual initially
elected or nominated as a director of the Compargy r@sult of an actual or threatened electionestntith respect to
directors or as a result of any other actual agdtened solicitation of proxies by or on behal&y person other than the
Board shall be deemed to be an Incumbent Director;

any “person” (as such term is defined in Sectia)(®( of the Securities Exchange Act of 1934, asraed (the “Exchange
Act”) and as used in Sections 13(d)(3) and 14(d)2he Exchange Act) is or becomes a “beneficiaher” (as defined in
Rule 13d-3 under the Exchange Act), directly oiiriexctly, of securities of the Company represenf20§6 or more of the
combined voting power of the Company’s then outditagp securities eligible to vote for the electidrtite Board (the
“Company Voting Securities”); providechowever, that the event described in this paragraph (&) slot be deemed to be a
Change in Control by virtue of any of the followiagquisitions: (A) by the Company or any SubsigdiéB) by any employe
benefit plan (or related trust) sponsored or maiethby the Company or any Subsidiary, (C) by amgeuwriter temporarily
holding securities pursuant to an offering of saehurities, (D) pursuant to a Non-Qualifying Trast&m (as defined in
paragraph (c)), or (E) pursuant to any acquisitipiiExecutive or any group of persons including Exiee (or any entity
controlled by Executive or any group of personduding Executive);

there is consummated a merger, consolidation,tetgtshare exchange or similar form of corporaamsaction involving the
Company or any of its Subsidiaries (a “Business @ioation”), unless immediately following such Bussis Combination:
(A) more than 60% of the total voting power of (¢ corporation resulting from such Business Comufggm (the “Surviving
Corporation”),or (y) if applicable, the ultimate parent corpooatthat directly or indirectly has beneficial owsieip of at lea:
95% of the voting securities eligible to elect dire's of the Surviving Corporation (the “Parent gamation”), is represented
by Company Voting Securities that were outstandimgediately prior to such Business
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(d)

Combination (or, if applicable, is represented bgrss into which such Company Voting Securitiessweemverted pursuant
to such Business Combination), and such voting p@weng the holders thereof is in substantiallyséae proportion as tl
voting power of such Company Voting Securities agthre holders thereof immediately prior to the Besis Combination,
(B) no person (other than any employee benefit fdamelated trust) sponsored or maintained bySteviving Corporation ¢
the Parent Corporation), is or becomes the beaéfieiner, directly or indirectly, of 20% or moretbg total voting power of
the outstanding voting securities eligible to eldicectors of the Parent Corporation (or, if thisreo Parent Corporation, the
Surviving Corporation) and (C) at least a majoafythe members of the board of directors of theeRa€orporation (or, if
there is no Parent Corporation, the Surviving Coaion) following the consummation of the Busin€ssmbination were
Incumbent Directors at the time of the Board’s appt of the execution of the initial agreement pding for such Business
Combination (any Business Combination which sasséill of the criteria specified in (A), (B) and)(@&@ove shall be deemed
to be a “Non-Qualifying Transaction”); or

the stockholders of the Company approve a plamwfpdete liquidation or dissolution of the Compaaythe consummation
of a sale of all or substantially all of the Comparassets.

Notwithstanding the foregoing, a Change in Condfdhe Company shall not be deemed to occur sbletause any person acquires
beneficial ownership of more than 20% of the Conypdating Securities as a result of the acquisitidCompany Voting Securities by the
Company which reduces the number of Company Vd@iecurities outstanding; providethatif after such acquisition by the Company such
person becomes the beneficial owner of additiomath@any Voting Securities that increases the peagentf outstanding Company Voting
Securities beneficially owned by such person, angban Control of the Company shall then occur.

15 Effective Date The term “Effective Date” means the first dateidg the term of this Agreement on which a Chaimg@ontrol
occurs provided that the Executive is employedhgy@ompany or a Subsidiary on such date. Anythinbis Agreement to the
contrary notwithstanding, if the Executive’s empiognt with the Company or a Subsidiary has termihédeany reason prior to the
first date on which a Change in Control occurss thjireement shall be null and void as of the dagioh termination of employment;
provided, however, that if it is reasonably demonstrated that seciination (i) was at the request of a third parho has taken ste

reasonably calculated to effect a Change in Contrd(ii) otherwise arose in connection with orieipation of a Change in Control,
then for all purposes of this Agreement the “EffiezDate” shall mean the date immediately prioth® date of such termination.

1.6 Eligible to Retire. The term “Eligible to Retiretheans an Executive who has met the eligibility nesments for retirement under ¢
Company or Subsidiary supplemental




1.7

executive non-qualified defined benefit retiremplain in which the Executive participated immediaalior to the occurrence of a
Qualifying Termination.

Good Reason The term “Good Reason” means, without the Exeelst express written consent, the occurrence #fteEffective
Date of any one or more of the following:

@)

(b)

(©)

(d)

The assignment to the Executive of duties matgrinttonsistent with the Executive’s authoritiesties, responsibilities, and
status (including offices, title and reporting tedaships) as an executive and/or officer of thenpany or a Subsidiary
immediately prior to the Effective Date, or a mé&tkreduction or alteration in the nature or staitithe Executive’s
authorities, duties, or responsibilities from thaseffect immediately prior to the Effective Dafgcluding as a type of such
reduction or alteration for an Executive who isofficer of a publicly traded company immediatelyogpito the Effective Dat:
the Executive occupying the same position or hitiewith a company whose stock is not publicly éd)d unless such act is
remedied by the Company or such Subsidiary witBilbdsiness days after receipt of written noticedbfgiven by the
Executive; or

A reduction by the Company or a Subsidiary of tlredtitive’s base salary in effect immediately ptinthe Effective Date

or as the same shall be increased from time to, timiess such reduction is less than ten perc@t)and it is either

() replaced by an incentive opportunity equal &uwe; or is (ii) consistent and proportional with@erall reduction in
management compensation due to extraordinary asgwnditions, including but not limited to redugedfitability and

other financial stress (i.e., the base salary ®f&kecutive will not be singled out for reductionai manner inconsistent with a
reduction imposed on other executives of the Comparsuch Subsidiary); or

The relocation of the Executive’s office more ti#hmiles from the Executive’s office immediatelygorto the Effective
Date; or

Failure of the Company or a Subsidiary (whichegehe Executive’s employer) to provide (i) the Exéce the opportunity
to participate in all applicable incentive, savirsggl retirement plans, practices, policies andnarog of the Company or st
Subsidiary to the same extent as other senior ¢ixesyor, where applicable, retired senior exa@s) of the Company or
such Subsidiary, and (ii) the Executive and/orERecutive’s family, as the case may be, the oppdstio participate in, and
receive all benefits under, all applicable welfaemefit plans, practices, policies and programsigeal by the Company or
such Subsidiary, including, without limitation, meal, prescription, dental, disability, sick bengfiaccidental death and
travel insurance plans and programs, to the sate@texs other senior executives (or, where appkcabtired senior
executives) of the Company or such Subsidiary; or
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(e) Failure of the Company or a Subsidiary (whichegdahe Executive’s employer) to provide the Exe@iBuch perquisites as
the Company or such Subsidiary may establish fiom to time which are commensurate with the Exeelgiposition and i
least comparable to those received by other semiezutives at the Company or such Subsidiary; or

0] The aggregate benefits provided to the ExecutivihbeyCompany following a Change in Control are miallg less than the
aggregate benefits made available to the Execirtimgediately prior to such Change in Control; or

(9) The failure by the Company to comply with paragréghof Section 14 of this Agreement; or

(h) Any other substantial breach of this Agreementhgy@ompany that either is not taken in good faitls mot remedied by tf

Company promptly after receipt of notice thereohirthe Executive.

The Executive’s right to terminate employment fard@ Reason shall not be affected by the Executineapacity due to physical or
mental illness. The Executive’s continued emplogtehall not constitute consent to, or a waivernigtits with respect to, any circumstance
constituting Good Reason herein; providémwever, a termination of employment by the Executive@wod Reason for purposes of this
Agreement shall be effectuated by giving the Comparitten notice (“Notice of Termination for GoodeRson”)of the termination, at any tin
during the Protection Period, setting forth in mreble detail the specific conduct of the Compduay tonstitutes Good Reason and the spe
provision(s) of this Agreement on which the Exeeatielied. Unless the parties agree otherwiserraihation of employment by the Execut
for Good Reason shall be effective on the thirt{@dt ) day following the date when the Notice off@ation for Good Reason is given
during which time the Company shall have the oppoty to remedy the conduct, unless the notice feets a later date (which date shall in no
event be later than sixty (60) days after the eosagiven); provided however, that no event described hereunder shall constidatod Reasc
if such event is a result of an isolated, insulisthand inadvertent action that is not taken id tsth and that is remedied by the Company
within ten (10) days after receipt of the NoticeTeirmination for Good Reason by the Company froenEkecutive. If the Executive continues
to provide services to the Company after one oftrents giving rise to Good Reason has occurredllibe in no way considered a waiver of
the Executive’s right to terminate his employmeraray time during the Protection Period for Goo@$§tm in connection with such event.

1.8 Ineligible to Retire The term “Ineligible to Retire” means an Exeeatiwho has not met the eligibility requirementsretirement
under any Company or Subsidiary supplemental ekecnbn-qualified defined benefit retirement planihich the Executive
participated immediately prior to the occurrence @ualifying Termination.

1.9 Qualifying Termination The term “Qualifying Termination” means
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1.10

111

€)) The occurrence of any one or more of the followéngployment termination events during the periodr@gg with the
Effective Date and ending on the second anniversisych date, shall constitute a “Qualifying Temation™:

0] The Company'’s termination of the Executive’s empheyt without Cause (as defined in Section 1.3); or
(i) The Executive’s resignation for Good Reason (amddfin Section 1.7).

(b) A Qualifying Termination shall not include a terration of employment by reason of death, disabitig, Executive’s
voluntary termination of employment without GoodaRen, or the Company’s termination of the Exectdieenployment for
Cause.

(c) The date of a Qualifying Termination shall be tlagecthe Executive has a separation from servicerumdernal Revenue

Code Section 409A and the regulations thereunder.

Protection Period The Term “Protection Period” means the two (@ryperiod commencing on the Change in Controleantting on
the second anniversary of the Change in Control.

Subsidiary. The term “Subsidiary” means any corporation wéhpect to which the Company owns a majority efdhtstanding
shares of common stock or has the power to votlirect the voting of sufficient securities to elaatnajority of the directors.

Term of Agreement. The term of this Agreement commences on the liateof and shall continue until the third annualigersary

of the date hereof; providecdhowever, that commencing on the date one year after theltareof, and on each annual anniversary of
such date (such date and each annual anniversagotthereinafter referred to as the “Renewal Datbg term of this Agreement
shall be extended automatically so as to termioatthe third anniversary of such Renewal Date,amé least 60 days prior to the
Renewal Date the Board affirmatively votes notd@stend the term of this Agreement. Notwithstagdhe foregoing, upon a
Qualifying Termination, the term of this Agreemshall continue until the Company or its succeshatl hiave fully performed all of
its obligations hereunder with respect to the Exgeuwith no future performance being possibléisTAgreement may be terminated
at any time by the Board with the written consefithe Executive. Notwithstanding the foregoingstAgreement shall automatically
terminate upon cessation of Executive’s employmeétit the Company and its Subsidiaries prior toHfiective Date.

Severance Benefits for an Executive Ineligible to &ire . Upon the occurrence of a Qualifying Terminatiothwiespect to an
Executive who is Ineligible to Retire:




@)

(b)

(©

Severance PaymentThe Company shall pay to the Executive an amequal to two times the sum of (i) the greater of
(A) the Executive’s annual base salary as of imatedli prior to the occurrence of the Change of @omr (B) the
Executive’s annual base salary (as in effect ordttie of the Qualifying Termination, not reduceddny reduction described
in Section 1.7(b) above that would constitute GRedson) and (ii) the greater of (A) the Annual AdvAmount, determined
with the date of the Change of Control as the datietermination, or (B) the Annual Award Amoungtermined with the
date of the Qualifying Termination as the date etedmination. The payment shall be made in a lsmp after the
Qualifying Termination, and within 5 business dajter the Company receives the executed agreermfamted to in 3
(e) below but in no case prior to the expiratiormany period during which the Executive is permittedevoke such
agreement.

Supplemental Retirement Benefit$-or purposes of determining the Executive’s saippental retirement benefits which the
Executive is entitled to under the Company’s sumgletal non-qualified retirement plan in which theeEutive participated
immediately prior to the Qualifying Termination (thre supplemental retirement plan maintained bycaessor company or a
Subsidiary), (i) the Executive’s service percentsigall be computed by adding two years of exectével service to the
Executive’s actual service; (i) any minimum agel aervice eligibility requirements for such berefhall be waived and
such benefits shall be fully vested; (iii) Annuakard Amount shall be used to compute such beriafitsu of any other
annual incentive award amount under such plan i@hdof purposes of computing the present valuthefbenefit to be paid
to the Executive at age 62, two years will be addatie Executive’s age. Notwithstanding the faiag, on a Qualifying
Termination, the Executive will be entitled to reeean amount equal to the greater of (i) the arhthat would have been
payable under this Section 3(b) under the suppléhann-qualifed retirement plan in which he papidted had the
Qualifying Termination occurred on the Change imtZal or (ii) the amount payable under this Sec¢in) under the
supplemental non-qualified retirement plan in whiehparticipated as of the date of the Qualifyirgriination.

Severance Health BenefitsCommencing upon a Qualifying Termination andtoaring through the second anniversary of
such Qualifying Termination, the Executive andhe Executive’s family, as the case may be, shedive all medical and
dental benefits and any life insurance coverageigea to active employees of the Company, and bectefits shall be
provided on an insured basis. In addition, if thke&utive has attained age fifty (50) as of his @yialg Termination (or
would have attained age fifty (50) had he remaigloyed through the period ending on the seconiarsary of his
Qualifying Termination), the Company shall makeiklde to the Executive insured medical and dein¢alefits at prevailing
retiree coverage rates (based on the executive’'siad deemed service on the second anniversaiy Qualifying
Termination),




(d)

()

beginning upon the second anniversary of the ExezatQualifying Termination and lasting for the &outive’s life. The
Executive must elect retiree medical and dentaécaye within five (5) years after the second amsasy of his Qualifying
Termination, in order to be entitled to the ben@éscribed in the second sentence of this parageayghwill commence
receiving such coverage effective as soon as pedié after the date of such election in accordaittethe terms of the
applicable retiree medical and dental programshdfCompany either cannot, or chooses not to,igeahe benefits in the
first or second sentences, as applicable, the Coynpay provide such benefits on a rinaured basis or may instead prov
adequate compensation to the Executive such thaidlyepurchase the benefit from &3  party on an&arral basis.

Release The benefits described in this Section 3 arepkeyby the Company to the Executive only if after date of the
Qualifying Termination, the Executive executes (dods not subsequently revoke) in writing and stbinithe Company a
mutual release and waiver of legal claims, inclgdimose against the Company and its Subsidianigbgi form attached
hereto. Following receipt of the Executigesigned mutual release pursuant to this Agreemsdrith release shall be delivel
to the Company no later than sixty (60) days follgythe date of the Qualifying Termination (abska existence of a
material dispute between the parties regardindgp#mefits) the Company shall have ten (10) days fiterdate such release
becomes irrevocable to execute the release andedalicopy to the Executive. If the Company fadlgxecute such release
within the time frame established by the precediegtence, the release shall be deemed to havesigeen by the Company
and shall be fully enforceable by each party agairesother.

Benefits Paid to Estate of Executive on Deaththe Executive dies (i) after termination betExecutive’s employment
without Cause or (ii) after providing the CompanghaNotice of Termination for Good Reason during #rotection Period
and a Good Reason event has occurred, but befqrayahents or benefits due to him under this Agreetnave been paid,
then in such case any payments and benefits chientat the time of his death under this Agreemsimall be paid to his
estate in accordance with the same terms as deddritihe provisions of this Agreement. Such bésstall expressly
include continuation of any severance health benédr which the Executive was eligible under Satt(c) for the
Executive’s family.

Severance Benefits for an Executive Eligible to Rie¢ . Upon the occurrence of a Qualifying Terminatiathwespect to an

Executive who is Eligible to Retire:

(@)

Severance PaymentThe Company shall pay to the Executive an amequél to the amount determined under Section 3
(a) of this Agreement. The payment shall be madelump sum after the Qualifying Termination, avithin 5 business day
after the Company receives the executed agreerafamted to in Section
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4(e) below, but in no case prior to the expiratibany period during which the Executive is pergdtto revoke such
agreement.

(b) Supplemental Retirement Benefits-or purposes of determining the Executive’s serppntal retirement benefits which the
Executive is entitled to under the Company’s sumgletal non-qualified retirement plan in which theeEutive participated
immediately prior to the Qualifying Termination (thre supplemental retirement plan maintained hycaessor company or a
Subsidiary), (i) the Executive’s service percentsigall be computed by adding two years of exectével service to the
Executive’s actual service; (ii) Annual Award Amdushall be used to compute such benefits in lieanyf other annual
incentive award amount under such plan; and @ii)furposes of computing the present value of #resfit to be paid to the
Executive at age 62, two years will be added tdgkecutive’s age. Notwithstanding the foregoioig,a Qualifying
Termination, the Executive will be entitled to reeean amount equal to the greater of (i) the arhthat would have been
payable under this Section 4(b) under the suppléshann-qualified retirement plan in which he hadtjzipated had the
Qualifying Termination occurred on the Change imtal or (ii) the amount payable under this Sectdip) under the
supplemental non-qualified retirement plan in whiehparticipated as of the date of the Qualifyirgriination.

(©) Severance Health BenefitsCommencing upon a Qualifying Termination andtowring through the second anniversary of
such Qualifying Termination, the Executive andfe Executive’s family, as the case may be, shedlive all medical and
dental benefits and any life insurance coverageigea to active employees of the Company, and bectefits shall be
provided on an insured basis. In addition, if Bxecutive has attained age fifty (50) as of his liging Termination (or
would have attained age fifty (50) had he remaieregbloyed through the period ending on the secondrarsary of his
Qualifying Termination), the Company shall makeikalde to the Executive insured medical and delpéalefits at prevailing
retiree coverage rates (based on the executive’siad deemed service on the second anniversaig Qualifying
Termination), beginning upon the second anniversétile Executive’s Qualifying Termination and lagtfor the
Executive’s life. The Executive must elect retimedical and dental coverage within five (5) yedtsrahe second
anniversary of his Qualifying Termination, in orderbe entitled to the benefit described in theosdcsentence of this
paragraph, and will commence receiving such coweedfgctive as soon as practicable after the dadaah election in
accordance with the terms of the applicable retinedical and dental programs. If the Company eithenot, or chooses n
to, provide the benefits in the first or secondtseeoes, as applicable, the Company may provide lsekfits on a non-
insured basis or may instead provide adequate casagien to the Executive such that he may purctiesbenefit from a 3r
party on a tax neutral basis.

10

(d) Release The benefits described in this Section 4 arapkyby the Company to the Executive only if after date of the
Qualifying Termination, the Executive executes (donés not subsequently revoke) in writing and stbionithe Company a
mutual release and waiver of legal claims, inclgdimse against the Company and its Subsidiandbgi form attached
hereto. Following receipt of the Executigesigned mutual release pursuant to this Agreemadnrith release shall be delivel
to the Company no later than sixty (60) days follgythe date of the Qualifying Termination (abska existence of a
material dispute between the parties regardindpé&mefits), the Company shall have ten (10) days fitee date such release
becomes irrevocable to execute the release andedelicopy to the Executive. If the Company feolexecute such release
within the time frame established by the precediegtence, the release shall be deemed to havesigeen by the Company
and shall be fully enforceable by each party agadresother.

(e) Benefits Paid to Estate of Executive on Deaththe Executive dies (i) after termination betExecutive’s employment
without Cause or (ii) after providing the CompanighaNotice of Termination for Good Reason during #rotection Period
and a Good Reason event has occurred, but befgraymhents of benefits due to him under this Agreetiave been paid,
then in such case any payments and benefits chientat the time of his death under this Agreemsimall be paid to his
estate in accordance with the same terms as deddrilihe provisions of this Agreement. Such besestiall expressly
include continuation of any severance health b&n&dr which the Executive was eligible under Smctd(c) for the
Executive’s family.

Grant of Replacement Options upon a Change in Contil . Some or all of the outstanding options to puseheommon stock of t|
Company outstanding under the Company’s equity emsgtion plans (the “Equity Plans”) as of the omnre of a Change in
Control will be cashed-out in accordance with #rents of the applicable plans in connection with @mange in Control (the “Cashed-
Out Options”). As soon as practicable following thccurrence of a Change in Control, the Compaalf, subject to shareholder
approval, cause the applicable committee or coregstadministering the Equity Plans to grant thecktkee additional stock options
(the “Replacement Options”) to purchase commonkstéthe Company (or, if the Company is not thevating entity in connection
with a Change in Control, common stock of the sting entity). The Replacement Options will (i) kanted on substantially the
same terms and conditions as the Cashed-Out Otraigding provisions related to the term), (igve an exercise price equal to the
greater of (A) the fair market value of the undiemycommon stock at the time of grant and (B) tkereise price of the Cashed-Out
Options to which they relate, as adjusted to take account the transaction or transactions thsatlted in the Change in Control,

(iii) relate to the same number of shares as trsh&@#Out Options (as adjusted to take into accintransaction or transactions that
resulted in the Change in Control), (iv) vest ic@dance with the terms of the schedule of the €hsut Options to which they
relate (excluding any vesting that occurs as alre§such Change
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in Control and, for purposes of determining thetingsschedule, the Replacement Options will be dmkto have been granted at the
time of grant of the Cashed-Out Options to whiakythelate), and (v) will remain exercisable for #zene period as the Cashed-Out
Options would have been exercisable had they rext berminated. The Replacement Options shall wefsillias of a Qualifying
Termination. Notwithstanding anything to the camyrset forth herein, the Replacement Optionsmatlvest in connection with a
subsequent transaction (the “Subsequent Transacfalowing the Change in Control in which such f&ement Options were
granted (the “Initial Change in Controfthat would constitute a Change in Control if sucib&quent Transaction merely increase
percentage ownership of common stock of the Compaitd/by the person or entity whose initial acdigsi of common stock of the
Company triggered the Initial Change in Control.

Non-Exclusivity of Rights . Nothing in this Agreement shall prevent or lithie Executive’s continuing or future participationany
plan, program, policy or practice provided by th@pany or a successor company or a Subsidiary (her is the Executive’s
employer) for which the Executive may qualify, mtrall anything in this Agreement limit or otherwisiéect such rights as the
Executive may have under any contract or agreemighthe Company or a successor Company or suckidaby. However, if the
Executive receives severance benefits under thiegkgent, the Executive is not also entitled to lagryefit under any other severance
plan, program, arrangement or agreement maintdigeédle Company or a Subsidiary. Vested benefitsather amounts that the
Executive is otherwise entitled to receive underiacentive compensation (including, but not limlit® any restricted stock or stock
option agreements), deferred compensation and b#refit programs listed in Section 1.7(d), lifsinance coverage, or any other
plan, policy, practice or program of, or any cootrar agreement with, the Company or a successmp@ny or such Subsidiary on or
after the date of the Qualifying Termination shmlpayable in accordance with the terms of each plam, policy, practice, program,
contract or agreement, as the case may be, exeegpécitly modified by this Agreement.

Full Settlement. The Company’s obligation to make the paymentsiged for in, and otherwise to perform its obligas under,

this Agreement shall not be affected by any setaaftinterclaim, recoupment, defense or other cleght or action that the Company
may have against the Executive or others. In mmeshall the Executive be obligated to seek athgsloyment or take any other
action by way of mitigation of the amounts payatbl¢he Executive under any of the provisions of thgreement and, such amounts
shall not be reduced, regardless of whether thelxe obtains other employment.

Certain Additional Payments by the Company.

(a) Anything in this Agreement to the contrary notwitrgding, in the event it shall be determined timgt ayment or
distribution (including an acceleration of vestinga lapse of restrictions on amounts otherwidgesti to vesting) by the
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(b)

Company to or for the benefit of the Executive Rayment”) would be subject to the excise tax imddseSection 4999 of
the Internal Revenue Code of 1986, as amended@ee”) or any interest or penalties are incurrgdhe Executive with
respect to such excise tax (such excise tax, tegetith any such interest and penalties, are hafteincollectively referred to
as the “Excise Tax”), then the Executive shall bttled to receive an additional payment (a “GrogsPayment”) in an
amount such that after payment by the Executivaldgéxes (including any interest or penalties isgubwith respect to such
taxes), including, without limitation, any inconexes (and any interest and penalties imposed ed#herct thereon) and
Excise Tax imposed upon the Gross-Up Payment, xee Hive retains an amount of the Gross-Up Paymgual to the
Excise Tax imposed upon the Payment.

Subiject to the provisions of paragraph (c) of Béstion 8, all determinations required to be matteuthis Section 8,
including whether and when a Gross-Up Paymentgsired and the amount of such Gross-Up Paymentrendssumptions
to be utilized in arriving at such determinatiohakl be made by one of the major internationalognized certified public
accounting firms (commonly referred to, as of théechereof, as a Big Four firm) designated by tkechtive and approved
by the Company (which approval shall not be unreably withheld) (the “Accounting Firm”), which shalrovide detailed
supporting calculations both to the Company andetkecutive within fifteen (15) business days of teeeipt of notice from
the Executive that there has been a Payment, breartier time as is requested by the Companyhdrevent that the
Accounting Firm is serving as accountant or audiboithe individual, entity or group affecting tohange of control, the
Executive shall designate another Big Four accagrfirm (subject to the approval of the Companyiclhtapproval shall not
be unreasonably withheld) to make the determinatiequired hereunder (which accounting firm shehtbe referred to as
the Accounting Firm hereunder). All fees and exgesnof the Accounting Firm shall be borne solelyigyCompany. Any
Gross-Up Payment, as determined pursuant to thiso®e8, shall be paid by the Company to the Exgeuwwithin five

(5) days of the receipt of the Accounting Firm’setenination. Any determination by the Accountirignk-shall be binding
upon the Company and the Executive. As a resuhiefincertainty in the application of Section 48®%he Code at the time
of the initial determination by the Accounting Fitrareunder, it is possible that Gross-Up Paymehtshwwill not have been
made by the Company should have been made (“Ungmaat”) consistent with the calculations requirede made
hereunder. In the event that the Company exh@#sstsmedies pursuant to paragraph (c) of thisi@e& and the Executive
thereafter is required to make a payment of anydextax, the Accounting Firm shall determine theant of the
Underpayment that has occurred and any such Unglegre shall be promptly paid by the Company tooortfie benefit of
the Executive.
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(©) The Executive shall notify the Company in writingamy claim by the Internal Revenue Service tHauccessful, would
require the payment by the Company of the Gros$bjgment. Such notification shall be given as saopracticable but no
later than ten (10) business days after the Exezigiinformed in writing of such claim and shalbaise the Company of the
nature of such claim and the date on which sudmdkrequested to be paid. The Executive shdlpag such claim prior to
the expiration of the thirty (30) day period follmg the date on which the Executive gives suchcedid the Company (or
such shorter period ending on the date that angnpay of taxes with respect to such claim is dug)he Company notifies
the Executive in writing prior to the expirationsfch period that it desires to contest such cldimExecutive shall:

0] give the Company any information reasonably reaueby the Company relating to such claim,

(i) take such action in connection with contesting stlahm as the Company shall reasonably requestiimg from
time to time, including, without limitation, accépg legal representation with respect to such claynan attorney
reasonably selected by the Company,

(iii) cooperate with the Company in good faith in ordéaively to contest such claim, and
(iv) permit the Company to participate in any proceeslimgating to such claim;

PROVIDED, however, that the Company shall bearaddirectly all costs and expenses (including tialtl interest and penalties) incurred
in connection with such contest and shall indemaifg hold the Executive harmless, on an after-gsish for any Excise Tax or income tax
(including interest and penalties with respectet@rimposed as a result of such representatiorpayehent of costs and expenses. Without
limitation on the foregoing provisions of this pgraph (c) of Section 8, the Company shall contligh@ceedings taken in connection with
such contest and, at its sole option, may pursidierego any and all administrative appeals, proregd hearings and conferences with the
taxing authority in respect of such claim and netyits sole option, either direct the Executiveay the tax claimed and sue for a refund or
contest the claim in any permissible manner, ardetkecutive agrees to prosecute such contesteteandination before any administrative
tribunal, in a court of initial jurisdiction and me or more appellate courts, as the Company geedtrmine; PROVIDED, however, that if the
Company directs the Executive to pay such claimsaredfor a refund, the Company shall advance ttmuatrof such payment to the Execut
on an interest-free basis and shall indemnify aold the Executive harmless, on an after-tax bfgis) any Excise Tax or income tax
(including interest or penalties with respect th@r@nposed with respect to such advance or wigheet to any imputed income with respect to
such advance; and PROVIDED, further, that any esitenof the statute of limitations relating to pagmhof taxes for the taxable year of the
Executive with respect to which such contested arhsuclaimed to
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be due is limited solely to such contested amo&uiithermore, the Company’s control of the conséstl be limited to issues with respect to
which a Gross-Up Payment would be payable hereusmatbthe Executive shall be entitled to settleamtest, as the case may be, any other
issue raised by the Internal Revenue Service oo#msr taxing authority.

(d)

(e)

If, after the receipt by the Executive of an amaamtanced by the Company pursuant to paragrapsf {b)s Section 8, the
Executive becomes entitled to receive any refurtt véspect to such claim, the Executive shall prthyrtpke all necessary
action to obtain such refund and (subject to then@any’s complying with the requirements of paragraplofdhis Section €&
upon receipt of such refund shall promptly payhte Company the amount of such refund (together avithinterest paid or
credited thereon after taxes applicable therdfagfter the receipt by the Executive of an amaoashtanced by the Company
pursuant to paragraph (c) of this Section 8, ardeteation is made that the Executive shall not titled to any refund with
respect to such claim and the Company does ndiyrib& Executive in writing of its intent to contesuch denial of refund
prior to the expiration of thirty (30) days afterck determination, then such advance shall beviergand shall not be
required to be repaid and the amount of such advahall offset, to the extent thereof, the amofi@ress-Up Payment
required to be paid.

Notwithstanding anything herein to the contrarg @ompany shall pay all amounts that it is requicegay to or on behalf
of the Executive under the foregoing provisionshi$ Section 8 not later than the end of the cadeyéar following (1) the
calendar year in which the related Taxes are rethitt the applicable taxing authority, or (2) ie ttase of amounts relatinc
a claim described in Section 8(c) that does natlt@s the remittance of any Taxes, the calendar y@ which the claim is
finally settled or otherwise resolved.

9. Certain Additional Agreements under Section 409A.

(@)

In the event the payment of any amounts underAbisement would be treated as non-qualified defiecampensation
under Section 409A of the Code, such payment willlblayed for six (6) months after the date ofEkecutive’s Qualifying
Termination if required in order to avoid additibtex under Section 409A of the Code; provided, aeer, that if the
Executive incurs a separation from service withia ineaning of Code section 409A prior to his Quald Termination, then
such six (6) month delay period shall commence thiéhdate of his prior separation from servicéhéf Executive dies within
six (6) months following a Qualifying Terminatioar(his prior separation from service, if applicgbbny such delayed
payments shall not be further delayed, and shalnneediately payable to the Executive’s estatecitoadance with the
applicable provisions of this Agreement.
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(b)

(©)

(d)

(e)

(f)

The Company intends that this Agreement will comgolgl be administered in accordance with the ruidsrequirements of
Section 409A of the Code, including the applicabtemptions thereunder. The Company will not takeaction that would
expose any payment or benefit to the Executive utide Agreement or under any plan, arrangementter agreement to
the additional tax imposed under Section 409A ef@ode, unless (i) the Company is obligated to takeaction under an
agreement, plan or arrangement to which the Exezigia party, (ii) the Executive requests thecact{iii) the Company
advises the Executive in writing that the actiorymesult in the imposition of the additional taxda(iv) the Executive
subsequently requests the action in a writing diskhowledges that he will be responsible for arfigatfof the action under
Section 409A of the Code. The Company will hold Executive harmless for any action it may takeiafation of this
paragraph.

It is the parties’ intention that the benefits aights to which the Executive could become entitredonnection with the
termination of employment covered under this Agreetitomply with Section 409A of the Code, includthg applicable
exemptions thereunder. If the Executive or the gamy believes, at any time, that any of such bepefight does not so
comply, he or it will promptly advise the other gaand will negotiate reasonably and in good faitlamend the terms of
such arrangement such that it complies (with thetrimited possible economic effect on the Exeaitind on the Compan

Any obligation of the Company to reimburse the Exa@ for legal, accounting or any other type affpssional fees shall
continue for the Executive’s life and, if later tilthe complete disposition of all relevant claims addition, all benefits in
the nature of reimbursements or in-kind servicesl flomply with the requirements of Treas. Reg.4D9A-3(i)(1)(iv) to the
extent applicable. For this purpose, (i) the amadirexpenses eligible for reimbursement, or besgfiovided, in one
calendar year shall not affect the expenses edidgdi reimbursement, or benefits to be providedrin other calendar year,
(i) the reimbursement of any expense shall be npedmptly, but in no event later than the last dathe calendar year next
following the calendar year in which the expenss waurred, and (iii) the right to any reimbursemanbenefit shall not be
subject to liquidation or exchange for any othanddi.

Each payment made pursuant to Sections 3(a) an@t)Sections 4(a) or (c) shall constitute a sepgrayment for 409A
purposes.

Any payment made pursuant to this Agreement thatldvoonstitute a gross-up payment under TreasugulR&on 1.409A-
3(1)(1)(v) shall be made in accordance with theitigmrequirements set forth in that regulation.
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10.

11.

12.

13.

14.

15.

Amendment of Agreement. This Agreement may be amended at any time btaed with the written consent of the Executive.

Construction . Wherever any words are used herein in the mimgcgender they shall be construed as though tlegg also used in
the feminine gender in all cases where they woaldpply, and wherever any words are used herdlmeiisingular form, they shall be
construed as though they were also used in thalghnm in all cases where they would so apply.

Governing Law . This Agreement shall be governed by the lawslafyland.

Dispute Resolution. The parties agree that any disputes, claimsptaims or causes of action of any type or kingl(iding but not
limited to any disputes relating in any way to tAgreement) which the parties may have between $bbres shall be resolved by fi
and binding arbitration using a single arbitratonf the American Arbitration Association pursuamits then existing commercial
arbitration rules. The arbitration proceedings lshalconducted in Baltimore, Maryland, unless thgips mutually agree in writing to
a different location. Prior to presiding over amgls dispute, any arbitrator shall be required tosemt in writing that he or she shall
reach a final decision within four (4) months afteclaim has been filed and within sixty (60) dafter final submission. Any award
rendered in the arbitration may be enforced in@yrt of competent jurisdiction. Pending the reoluof any such claim or dispute,
the Executive (and his beneficiaries) shall corgitmreceive all payments and benefits due undeitireement or otherwise, except
to the extent that the arbitrators otherwise previd

Successors and Assigns.

€) This Agreement shall inure to the benefit of andbfrceable by the Executive’s legal represergativ
(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors asigress
(c) The Company shall require any successor (whethectdir indirect, by purchase, merger, consoligatipotherwise) to all

or substantially all of the business and/or assktise Company expressly to assume and agree fiorpethis Agreement in
the same manner and to the same extent that th@&@onwould have been required to perform it if notssuccession had
taken place. As used in this Agreement, “Compaatdll mean both the Company as defined above anduah successor
that assumes and agrees to perform this Agreefmgperation of law or otherwise.

Director & Officer Insurance and Indemnification . During the Protection Period and, upon a QualifylT ermination, for so long
thereafter as the Executive could be subject tuliiy, the Company shall keep in place a directarsl officers’ liability insurance
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16.

17.

18.

19.

20.

policy (or policies) providing comprehensive coyggdo the Executive for claims relating to the Exa®’s service as an employee,
officer, or director of the Company, on terms andditions no less favorable to the Executive (evith respect to scope, amounts .
deductibles) provided to thexxisting officers and directors of the Company.e Tompany shall indemnify the Executive to theefs
extent permitted by the general laws of the Statdaryland and shall provide indemnification expesign advance to the extent
permitted thereby. The Company will follow the pedures required by applicable law in determiniaspns eligible for
indemnification and in making indemnification paymeand advances. The indemnification and advahegpenses provided by t
Company pursuant to this Agreement shall not bengeleexclusive of any other rights to which the Exee may be entitled under
any law (common or statutory), or any agreemertg w6 stockholders or disinterested directors bepprovision that is consistent
with law, both as to action in his official capgc#ind as to action in another capacity while hadffice or while employed or acting
as agent for the Company, shall continue in respleall events occurring while the Executive wadirector of or employed by the
Company after the Executive has ceased to be etaiiref or employed by the Company, and shall inarthe benefit of the estate,
heirs, executors and administrators of the Exeeutiv

Reimbursement of Legal Fees The Company will pay all reasonable fees anaeges, if any, (including, without limitation, ldga
fees and expenses) that are incurred by the Exedatienforce this Agreement and that result framneach of this Agreement by the
Company.

Notice. Any notices, requests, demands, or other comeatinns provided for by this Agreement shall bdisigint if in writing and
if sent by registered or certified mail to the Extice at the last address the Executive has filedriting with the Company, or in the
case of the Company, to its principal offices.

Severability . The invalidity or unenforceability of any proids of this Agreement shall not affect the validityenforceability of
any other provision of this Agreement. If any geion of this Agreement shall be held invalid oeaforceable in part, the remaining
portion of such provision, together with all othmovisions of this Agreement, shall remain validl @mforceable and continue in full
force and effect to the fullest extent consisteith aw.

Withholding . Notwithstanding any other provision of this Agment, the Company may withhold from amounts payaht#er this
Agreement all federal, state, local and foreigresathat are required to be withheld by applicatleslor regulations.

Entire Agreement . Unless otherwise specifically provided in thisrégment, the Executive and the Company acknowl#ugehis
Agreement supersedes any other agreement betwe@nothbetween the Executive and the Company obai@iary, concerning the
subject matter hereof.
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21. Alienability . The rights and benefits of the Executive untier Agreement may not be anticipated, alienateslibject to
attachment, garnishment, levy, execution or otbgall or equitable process except as required by kawy attempt by the Executive

anticipate, alienate, assign, sell, transfer, pe@égcumber or charge the same shall be void. @atgnhereunder shall not be
considered assets of the Executive in the eveimsofvency or bankruptcy.

Counterparts . This Agreement may be executed in several copatts, each of which shall be deemed an origarad, said

22.
counterparts shall constitute but one and the sasteiment.

IN WITNESS WHEREOF, the Executive has hereuntdtseExecutive’s hand and, pursuant to the authtivizaf the Board, the
Company has caused this Agreement to be execuiedriame on its behalf, all as of the day and fiestrabove written.

CONSTELLATION ENERGY GROUP, INC

By: /s/ Charles A Berardest
Name: Charles A. Berardes
Title: Senior Vice President and General Cou

/s/ John R. Collin:
John R. Colling
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Exhibit 12(a)
CONSTELLATION ENERGY GROUP, INC. AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

12 Months Ended

Decembe
December December December December
2008 2007 2006 2005 2004
(In millions)
(Loss) Income from Continuing Operations (Beforgr&ardinary Loss and Cumulati
Effects of Changes in Accounting Principl: $(1,314.9) $ 822« $ 748.€ $ 535.¢ $ 498.
Taxes on Income, Including Tax Effect for BGE Prefee Stock Dividenc (83.¢) 419.2 343.1 155.¢ 110.z
Adjusted Income $(1,398.0) $1,241.¢ $1,091.° $ 691.2 $ 608.€
Fixed Charges
Interest and Amortization of Debt Discount and Exgeeand Premium on ¢
Indebtedness, net of amounts capital $ 350.f $ 292.¢& $ 315.¢ $ 297.¢ $ 315.¢
Earnings Required for BGE Preference Stock Dividk 23.€ 225 21.1 21.€ 21.4
Capitalized Interest and Allowance for Funds Usedifiy Constructiot 50.C 19.4 13.7 9.9 9.7
Interest Factor in Renta 96.t 96.7 4.t 6.1 4.1
Total Fixed Charge $ 520.¢ $ 4312 $ 355.2 $ 3352 $ 351.1
Amortization of Capitalized Intere $ 33 $ 35 $ 423 ¢ 37 $ 2¢
(Loss) Earnings (1 $ (923.¢) $1,656.¢ $1,437.! $1,020.. $ 952.¢
Ratio of Earnings to Fixed Charg N/A 3.84 4.0t 3.04 2.71

Q) (Loss) earnings are deemed to consist of (losgn@cfrom continuing operations (before extraordiritams, cumulative effects
changes in accounting principles, and income (lses) discontinued operations) that includes eaymiof Constellation Energy's
consolidated subsidiaries, equity in the net incafmenconsolidated subsidiaries, income taxes (itiog deferred income taxes,
investment tax credit adjustments, and the taxceFEBGE's preference stock dividends), and figedrges (including the amortization
of capitalized interest but excluding the capitatian of interest).

N/A  Due to the loss for the twelve months ended Dece®be2008, the ratio coverage was less than 18wauld have needed to gener
additional earnings of $1,444.7 million to achieveatio coverage of 1:1.
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Exhibit 12(b)
BALTIMORE GAS AND ELECTRIC COMPANY AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES A ND
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED AND PREFERENCE DIVIDEND REQUIREMENTS

12 Months Ended
Decembe Decembe Decembe Decembe Decembe

2008 2007 2006 2005 2004
(In millions)
Income from Continuing Operations (Before Extranady Loss) $ 51t $ 139.6 $ 170.2 $ 189.C $ 166.:
Taxes on Incom 20.7 96.C 102.2 119.¢ 102.t
Adjusted Income $ 72z $235.¢& $ 272t $ 308.¢ $ 268.¢
Fixed Charges
Interest and Amortization of Debt Discount and Engeand Premium on ¢
Indebtedness, net of amounts capitali $ 1442 $ 127.¢ $ 104.€ $ 95.€ $ 97.:
Interest Factor in Renta 0.3 0.3 0.3 0.3 0.t
Total Fixed Charge $ 1445 $ 1282 $104.¢ $ 95¢ $ 97.¢
Preferred and Preference Dividend Requirements
Preferred and Preference Divider $ 132 $ 13z $ 132z $ 132z $ 13zZ
Income Tax Require 5.3 9.1 8.C 8.4 8.1
Total Preferred and Preference Dividend Requiresr $ 188 $ 22: $ 21z $ 21¢€¢ $ 21c:
Total Fixed Charges and Preferred and Preferendeddid Requiremen $ 163.C $ 150.5 $ 126.1 $ 117t $ 119.]
Earnings (2 $ 216.7 $ 364.C $ 377.¢. $ 404.¢ $ 366.¢
Ratio of Earnings to Fixed Charg 1.5C 2.84 3.6C 4.22 3.7
Ratio of Earnings to Combined Fixed Charges anfeRexl and Preference Divide
Requirement: 1.3¢ 2.4z 2.9¢ 3.4¢ 3.0¢€

Q) Preferred and preference dividend requirementsistomisan amount equal to the -tax earnings that would be required to nr
dividend requirements on preferred stock and peefes stock.

2) Earnings are deemed to consist of income from naintg operations (before extraordinary loss) thalides earnings of BGE's
consolidated subsidiaries, income taxes (includiefgrred income taxes and investment tax creditstisients), and fixed charges other
than capitalized interest.
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Exhibit 21
SUBSIDIARIES OF CONSTELLATION ENERGY GROUP, INC.*
Jurisdiction
of
Incorporation
Baltimore Gas and Electric Compan Marylanc
Constellation Holdings, Inc Marylanc
Constellation Investments, In Marylanc
Constellation Power, Inc Marylanc
Constellation Real Estate Group, Ir Marylanc
Constellation Enterprises, In Marylanc
Constellation Energy Commaodities Group, Ir Delawart
Constellation Energy Projects & Services Group, | Delawart
Safe Harbor Water Power Corporati Pennsylvani
BGE Home Products & Services, In Marylanc
Constellation Energy Resources, L Delawart
Constellation NewEnerg'nc. Delawart
Constellation Energy Nuclear Group, LI Marylanc
Calvert Cliffs Nuclear Power Plant, In Marylanc
Constellation Power Source Generation, | Marylanc
Constellation Power Source Holdings, Ir Marylanc
BGE Capital Trust | Delawart
Nine Mile Point Nuclear Station, LL' Delawart
R. E. Ginna Nuclear Power Plant, LI Marylanc
* The names of certain indirectly owned subsidiahnig&ge been omitted because, considered in the aajgrag a single subsidiary, they

would not constitute a significant subsidiary panstto Rule 1-02(w) of Regulation S-X.
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Constellation Energy
We hereby consent to the incorporation by referémtke Registration Statements on Form S-3 andhF48 (Nos. 333-135991 and 33-59545,

333-45051, 333-46980, 333-89046, 333-129802, 3298133-56084, and 333-143260, respectively) ofsBdlation Energy Group, Inc. of
our report dated February 27, 2009 relating tdithencial statements, financial statement scheduid,the effectiveness of internal control

over financial reporting, which appears in thisfRdr0-K.

P,a..d.m-.ﬁ._&u..:.d.,w L
PRICEWATERHOUSECOOPERS LI

Baltimore, Maryland
February 27, 200

Baltimore Gas and Electric Company

We hereby consent to the incorporation by referémdlee Registration Statement on Form S-3 (No-833991-01) of Baltimore Gas and
Electric Company of our report dated February ZD®relating to the financial statements and fifegrstatement schedule, which appears in

this Form 10-K.
Pﬁ\l:-l-udﬂ-tu‘mﬂd-’w: Ll
PRICEWATERHOUSECOOPERS LI

Baltimore, Maryland
February 27, 200
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Exhibit 31(a)
CONSTELLATION ENERGY GROUP, INC.
CERTIFICATION
[, Mayo A. Shattuck lll, certify that:
1. I have reviewed this report on FA®AK of Constellation Energy Group, Inc.;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifyindiadr(s) and | are responsible for establishing araihtaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a—
15(f) and 15d—15(f)) for the registrant and have:

(a) Designed such disclosure controtb@nocedures, or caused such disclosure contrdipaatedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveaicial reporting, or caused such internal coraxa@r financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurepaesknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regigts fourth quarter in the case of an annualrtgpitat has materially affected, or is
reasonably likely to materially affect, the registt's internal control over financial reportingdan

5. The registrant's other certifyindiagr(s) and | have disclosed, based on our mastnteevaluation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Direct(ws persons performing the equivalent
functions):

(&) All significant deficiencies and redal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not materialt involves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: February 27, 2009

/s/ MAYO A. SHATTUCK III

Chairman of the Board, President and Chief Exeeufifficel
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Exhibit 31(b)
CONSTELLATION ENERGY GROUP, INC.
CERTIFICATION
[, Jonathan W. Thayer, certify that:
1. I have reviewed this report on FA®AK of Constellation Energy Group, Inc.;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifyindiadr(s) and | are responsible for establishing araihtaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a—
15(f) and 15d—15(f)) for the registrant and have:

(a) Designed such disclosure controtb@nocedures, or caused such disclosure contrdipaatedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveaicial reporting, or caused such internal coraxa@r financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurepaesknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regigts fourth quarter in the case of an annualrtgpitat has materially affected, or is
reasonably likely to materially affect, the registt's internal control over financial reportingdan

5. The registrant's other certifyindiagr(s) and | have disclosed, based on our mastnteevaluation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Direct(ws persons performing the equivalent
functions):

(&) All significant deficiencies and redal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not materialt involves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: February 27, 2009

/s/ JONATHAN W. THAYER

Senior Vice President and Chief Financial Off
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Exhibit 31(c)
BALTIMORE GAS AND ELECTRIC COMPANY
CERTIFICATION
I, Kenneth W. DeFontes, Jr., certify that:
1. I have reviewed this report on FA®AK of Baltimore Gas and Electric Company;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifyindiagr(s) and | are responsible for establishing araihtaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @efined in Exchange Act Rules 13a—
15(f) and 15d—15(f) for the registrant and have:

(a) Designed such disclosure controtb@nocedures, or caused such disclosure contrdipantedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveafcial reporting, or caused such internal corax@r financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurepaesknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regigts fourth quarter in the case of an annualrtgptat has materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

5. The registrant's other certifyindiagr(s) and | have disclosed, based on our mastnteevaluation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Direct(ws persons performing the equivalent
functions):

(&) All significant deficiencies and redal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not materialt involves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: February 27, 2009

/sl KENNETH W. DEFONTES, JR.

President and Chief Executive Offic
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Exhibit 31(d)
BALTIMORE GAS AND ELECTRIC COMPANY
CERTIFICATION
[, Kevin W. Hadlock, certify that:
1. I have reviewed this report on FA®AK of Baltimore Gas and Electric Company;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineltiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifyindiagr(s) and | are responsible for establishing araihtaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f) for the registrant and have:

(a) Designed such disclosure controtb@nocedures, or caused such disclosure contrdipantedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control oveafcial reporting, or caused such internal corax@r financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of #gistrant's disclosure controls and procedurepaesknted in this report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any changéhie registrant's internal control over financggorting that occurred during the
registrant's most recent fiscal quarter (the regigts fourth quarter in the case of an annualrtgptat has materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

5. The registrant's other certifyindiagr(s) and | have disclosed, based on our mastnteevaluation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Direct(ws persons performing the equivalent
functions):

(&) All significant deficiencies and redal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial information; and

(b) Any fraud, whether or not materialt involves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

Date: February 27, 2009

/s/ KEVIN W. HADLOCK

Senior Vice President and Chief Financial Off
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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 Ill, Chairman of the Board, &ident and Chief Executive Officer of Constellat®mergy Group, Inc., certify pursuant to
18 U.S.C. Section 1350 adopted pursuant to Se@férof the Sarbanes-Oxley Act of 2002 that to mgvidedge:

(i) The accompanying Annual Report omfrd 0-K for the year ended December 31, 2008 fedijplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshaxge Act of 1934, as amended; and

(i) The information contained in suclpoet fairly presents, in all material respects, fihancial condition and results of operations of
Constellation Energy Group, Inc.

/sl MAYO A. SHATTUCK III

Mayo A. Shattuck IlI
Chairman of the Board, President and Chief Exeeufifficel

Date: February 27, 2009
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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 andfGtinancial Officer of Constellation Energy Grqupc., certify pursuant to 18 U.S.C.
Section 1350 adopted pursuant to Section 906 db#rbanes-Oxley Act of 2002 that to my knowledge:

(i) The accompanying Annual Report omfrd 0-K for the year ended December 31, 2008 fedijplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshaxge Act of 1934, as amended; and

(i) The information contained in suclpoet fairly presents, in all material respects, fihancial condition and results of operations of
Constellation Energy Group, Inc.

/sl JONATHAN W. THAYER

Jonathan W. Thayer
Senior Vice President and Chief Financial Off

Date: February 27, 2009
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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 Chiefcktive Officer of Baltimore Gas and Electric Compacertify pursuant to 18 U.S.C.
Section 1350 adopted pursuant to Section 906 db#rbanes-Oxley Act of 2002 that to my knowledge:

(i) The accompanying Annual Report omfrd 0-K for the year ended December 31, 2008 fedijplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshaxge Act of 1934, as amended; and

(i) The information contained in suclpoet fairly presents, in all material respects, fihancial condition and results of operations of
Baltimore Gas and Electric Company.

/sl KENNETH W. DEFONTES, JR.

Kenneth W. DeFontes, Jr.
President and Chief Executive Offic

Date: February 27, 2009




QuickLinks

Exhibit 32(c)



QuickLinks-- Click here to rapidly navigate through this domnt

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 Gliimancial Officer of Baltimore Gas and Electriof@pany, certify pursuant to 18 U.S.C.
Section 1350 adopted pursuant to Section 906 db#rbanes-Oxley Act of 2002 that to my knowledge:

(i) The accompanying Annual Report omfrd 0-K for the year ended December 31, 2008 fedijplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshaxge Act of 1934, as amended; and

(i) The information contained in suclpoet fairly presents, in all material respects, fihancial condition and results of operations of
Baltimore Gas and Electric Company.

/s/ KEVIN W. HADLOCK

Kevin W. Hadlock
Senior Vice President and Chief Financial Off

Date: February 27, 2009
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