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In millions, except per share amounts  2010  2009

Common Stock Data

Reported (GAAP) (loss) earnings per share $ (4.90) $ 22.19
 Special items1 $ 7.96 $ (18.83)
Earnings per common share from continuing operations 
 and before special items (adjusted earnings per share)2 $ 3.06 $ 3.36
Dividends declared per common share $ 0.96 $ 0.96
Average shares outstanding—assuming dilution  200.5  200.3
Market price per share—year-end $ 30.63 $ 35.17

Financial Data

Total revenues $ 14,340 $ 15,599
GAAP net (loss) income attributable to common stock $ (983) $ 4,443
 Special items (after-tax)1 $ 1,596 $ (3,771)
Net income from continuing operations before special items2 $ 613 $ 672
Total assets $ 20,019 $ 23,544
Total debt $ 4,754 $ 4,871
Total common equity $ 7,829 $ 8,697
Capital expenditures $ 1,057 $ 1,595
1  2010 includes impairment losses and other costs, gain on comprehensive agreement with EDF Group and affi liates (EDF), amortization of Constellation 

Energy Nuclear Group, LLC (CENG) joint venture basis difference, economic value of CENG joint venture power purchase agreement amortization, an 
international coal contract dispute settlement, loss on early retirement of 7.00% Notes due April 1, 2012, gain on sale of Mammoth Lakes geothermal 
generating facility, amortization of credit facility amendment/termination fees, losses from UniStar Nuclear Energy, LLC, and deferred income tax expense 
associated with Medicare Part D prescription drug subsidies.

2  Represents a measure that is not determined in accordance with generally accepted accounting principles (GAAP). However, we believe the impact of ac-
counting changes and special items obscures trends in our results and that it is useful to consider our results excluding these items.

Over the past year, an investment of $100 in Constellation Energy 
stock on Dec. 31, 2009, was worth––with dividends reinvest-
ed—$89.72 on Dec. 31, 2010.

Over the past fi ve years, an investment of $100 in Constellation 
Energy stock on Dec. 31, 2005, was worth––with dividends rein-
vested—$61.76 on Dec. 31, 2010.
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Dear Fellow Shareholders:

Your company performed well in 2010, achieving strong 
operational performance and positive results despite the 
downturn in energy commodity prices and a challenging 
economy that has constrained spending and investment 
across nearly every customer segment.  

We began 2010 with an aggressive, multi-dimensional plan 
to substantially grow our generation portfolio in strategic 
markets, further develop innovative solutions for our growing 
customer base, sharpen efficiency to drive unnecessary costs 
out of the business and improve our competitive position.  
These initiatives marked the next phase in the strategic 
realignment we began in 2008, with a focus on building a 
stable earnings foundation on which to grow our customer-
centric business.

I’m pleased to report that we achieved all of the strategic 
goals we set for our company at the start of the year, and 
in many cases, we significantly exceeded both our plan and 
schedule. We did so while maintaining a strong balance sheet 
and favorable debt levels, giving us a platform on which to 
continue growing both organically and through acquisitions. 

For the year, Constellation Energy reported adjusted 
earnings of $3.06 per share on revenue of $14.3 billion in 
2010.  Including one-time items, on a generally accepted 
accounting principles (GAAP) basis we reported a loss of 
$4.90 per share, primarily driven by noncash impairment 
charges related to our existing nuclear joint venture, Constel-
lation Energy Nuclear Group, LLC (CENG), and our former 
nuclear joint venture, UniStar Nuclear Energy, LLC. Impor-
tantly, the one-time items resulted in a positive cash inflow of 
approximately $240 million. 

Business Highlights
Generation
Our generation segment reported adjusted 2010 earnings of 
$1.81 per share and provided the centerpiece of our effort 
to strategically deploy capital in support of our wholesale 
and retail power supply businesses. We began the year with 
an ambitious two-year plan to use more than $1 billion in 
cash to acquire power plants in markets where our customer 
load obligations exceed our generating capacity. The current, 
depressed commodity price environment allowed us to make 
strategically located acquisitions at prices well below the cost 
of new construction, including our purchase of a 2,950-

megawatt natural gas powered fleet in the Boston area and 
1,100 megawatts from two natural gas power plants in Texas.  
We also completed construction and began operation of our 
Hillabee plant in Alabama and the Criterion wind project in 
western Maryland – the state’s first wind facility.

In less than 12 months, we grew our generation capacity to 
approximately 12,000 megawatts, exceeding our goal and 
leaving us well positioned to realize meaningful earnings 
growth as commodity prices recover. 

CENG, our nuclear joint venture with EDF, also continued 
to perform well during the year, once again earning high 
marks for efficiency and reliability. EDF continues to be a 
vital partner in our nuclear business, allowing us to leverage 
our combined operational expertise and share best practices.

Last year marked a turning point in our pursuit of new 
nuclear development. After several years of hard work to 
assess the viability of new merchant nuclear plants in the 
U.S., we concluded that our company did not have the scale 
or resources to manage the risks inherent in a project of 
that size. In our planning and in our corporate alliances, we 
were successful in mitigating many of those risks. But in the 
absence of a national program to reduce carbon emissions 
and a supportive federal loan guarantee program, in addition 
to the advent of new natural gas discoveries, there was too 
much uncertainty in the economic model. 

NewEnergy
Our NewEnergy segment reported 2010 adjusted earnings 
of 54 cents per share as we continued to grow our wholesale, 
retail and energy services platform and broaden the range of 
products and services we offer our customers.

During the year, we took advantage of opportunities to 
expand our customer base and grow the volume of electric 
and gas load that we serve.  This included the strategic 
decision to enter the retail residential market in Maryland 
and New Jersey, targeting a new customer segment in 
markets where we see long-term growth potential. We 
quickly grew this business to more than 80,000 households, 
capitalizing on a favorable pricing environment to pass 
significant savings on to our customers.  We continued the 
expansion of the residential business this year with the launch 
of home electricity service in Illinois in February, and we 
are evaluating other residential markets for future growth 
opportunities.
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The acquisition of CPower increased our managed demand 
response portfolio to approximately 1,500 megawatts. With 
this acquisition, we are now the second largest provider of 
this service to commercial and industrial customers. We also 
moved aggressively to meet customer demand for renewable 
energy. During the year, we sold 36 megawatts of customer-
sited solar installations, significantly exceeding our goal. 

We also leveraged technology to help our customers take 
control of their energy usage and manage costs. In May, we 
launched VirtuWatt™, a powerful combination of hardware 
and innovative online applications that allows customers to 
manage and optimize electricity usage in real time. To date, 
we have customers representing more than 200 megawatts of 
load using this technology.

To support further growth of these businesses, we restruc-
tured our sales force to create a unified team that takes 
a holistic approach to meeting our customers’ energy, 
environmental and financial goals.  In this era of economic 
and environmental concern, our customers face mounting 
pressure to both manage costs and make more sustainable 
energy choices. Our competitive advantage is founded on our 
ability to couple electricity and gas sales with a full spectrum 
of energy management, demand response and efficiency 
products and services.

Our relationship with Benjamin Moore & Co. provides a 
good example of our broad approach to helping customers 
buy, manage and use energy. In addition to supplying power 
to their facilities in New York and New Jersey, we recently 
installed a large, on-site solar facility expected to generate 
about 70 percent of the electricity for Benjamin Moore’s 
product development center and testing laboratories in 
Flanders, N.J. Benjamin Moore is also using our VirtuWatt 
technology to better manage energy usage.

This type of customer collaboration and broad portfolio 
of energy options is what separates Constellation Energy 
from its competitors, and should be an important driver of 
earnings growth for the NewEnergy segment going forward.

Baltimore Gas and Electric Company (BGE)
BGE, our regulated utility in central Maryland, reported 
adjusted earnings of 69 cents per share for 2010 and 
continued its track record of cost-effective operations, with 
a strong history of safety and reliability. Since 2001, BGE’s 
operations and maintenance cost per customer has been 

about 20 percent lower than the average of its peer group, 
consistently ranking BGE in the first quartile of approxi-
mately 100 utilities. During the year, the BGE Smart Energy 
Savers Program® was recognized as the Energy Efficiency 
Program of the Year by Platts, a leading electric industry 
trade publication. This award adds to a string of industry 
recognition for BGE’s innovative energy efficiency, demand 
response and smart grid initiatives. Together, these programs 
are part of a comprehensive effort to increase system effici ency 
and reliability, drive customer savings and grow investments 
that we believe will contribute to future earnings growth. 

BGE’s ambitious smart grid program ranks at the top of 
these initiatives. In August 2010, the Maryland Public 
Service Commission (PSC) approved our smart grid 
proposal, allowing us to take full advantage of a $200 million 
federal stimulus grant from the U.S. Department of Energy. 
Beginning later this year, BGE will begin installing more 
than 2 million advanced meters throughout our service 
territory, giving customers a new tool to actively manage 
their energy use. This technology will also facilitate opera-
tional efficiencies and dynamic pricing programs that we 
anticipate will yield estimated customer savings of at least 
$2.5 billion over the life of the program.

Also in 2010, the PSC approved increases in BGE’s distri-
bution rates as part of BGE’s first combined electric and gas 
rate filing in 17 years. This modest increase in distribution 
rates comes at a time of declining power prices, allowing 
customers to benefit from lower overall electricity costs even 
as BGE makes essential investments in infrastructure to 
continue improving the efficiency and reliability of  
our system. 

A Look Ahead

Less than ideal economic conditions and continued uncer-
tainty surrounding federal and state energy policies continue 
to pose both challenges and opportunities for our company. 

As existing and proposed air quality regulations from the 
U.S. Environmental Protection Agency take effect in the 
years ahead, many energy producers will face difficult choices 
about retiring assets, investing in costly emissions control 
equipment or converting older coal plants to natural gas. 
Constellation Energy’s generation fleet is environmentally 
advantaged when it comes to these regulations.  More 
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than 90 percent of our total output comes from near-zero 
or low-emission nuclear and natural gas plants, and from 
coal plants we have already retrofitted with state-of-the-art 
pollution control equipment. As other companies take more 
polluting generation assets off-line, our fleet will be well 
positioned to meet demand while maintaining a favorable 
cost profile. 

We are also encouraged to see customers across all of 
our business lines benefiting from competition in energy 
markets. In Maryland, we are witnessing strong growth in 
the number of customers who are shopping, with nearly 
46 percent of total energy consumed in the state coming 
from a competitive energy supplier. More than 200,000 
BGE residential customers are taking advantage of the 
sharp decline in wholesale and retail power prices to lock in 
favorable rates and reduce their monthly bills. A similar trend 
is taking shape in other states such as Pennsylvania, Ohio 
and Illinois. We see opportunities in the year ahead to grow 
our retail residential business by expanding into new regions 
and increasing our marketing in states in which we currently 
operate.

Earlier this year, a few states proposed policies that could 
undermine the competitive market by requiring construction 
of new, unnecessary and excessively costly power plants that 
would be financed with a surcharge on utility bills. Working 
individually and through our industry associations and 
alliances, Constellation Energy is challenging these anti-
competitive and anti-consumer actions. Robust competition 
benefits our customers, as we’ve seen by the increase in the 
number of residential and commercial customers lowering 
their bills by shopping for power. Nationwide, states with 
competitive energy markets are seeing greater investments  
in the most cost-effective options for renewable sources  
of energy, efficiency and demand response programs. We  
will vigorously defend against policies that seek to reverse  
these gains.

We also recognize that a well-functioning market requires 
that consumers have access to reliable electricity service and 
state-of-the-art tools to better manage energy use. At BGE, 
we have plans to invest more than $3 billion in capital over 
the next five years to continue our campaign of continuous 
improvement in system reliability and customer service. 
These investments are expected to grow the utility’s average 

rate base approximately 28 percent over the next three 
years. Much of this investment will be subject to traditional 
cost recovery, resulting in meaningful earnings growth. In 
addition, we anticipate making more regular rate filings with 
the Maryland PSC to reduce regulatory lag and allow for a 
more gradual adjustment to rates.

Taken together, we believe these growth initiatives leave 
us well positioned to increase earnings as we confront the 
difficult economic and environmental challenges of our 
times. Our customers face the dual challenge of cutting 
costs and improving their environmental profile, even 
as they do their part to revitalize our economy and grow 
jobs. At Constellation Energy, we are using innovation and 
technology to help our customers tackle these challenges. 
We are increasing efficiency, investing in clean electricity 
generation and advocating for sensible, market-based policies 
to address our future energy needs.

As we execute our plan, I remain confident that we have the 
right building blocks and strategy in place to deliver strong 
results and drive shareholder value in the years ahead. Thank 
you for your continued support as we continue to shape our 
nation’s clean energy future.  

Mayo A. Shattuck III

Chairman, President and  
Chief Executive Officer

April 15, 2011



4
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Mayo A. Shattuck III
Chairman, President and CEO, 
Constellation Energy
Director since 1999

Yves C. de Balmann
Co-Chairman, Bregal Investments
Director since 2003

Ann C. Berzin
Retired Chairman and CEO, 
Financial Guaranty Insurance Company
Director since 2008

James T. Brady
Managing Director, 
Mid-Atlantic, Ballantrae International, Ltd.
Director since 1999

James R. Curtiss, Esq.
Retired Partner, Winston & Strawn
Director since 1994

Dr. Freeman A. Hrabowski III
President, University of Maryland 
Baltimore County
Director since 1994

Nancy Lampton
Chairman and CEO, 
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Director since 1994

Robert J. Lawless
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McCormick & Company, Inc.
Director since 2002

John L. Skolds
Retired Executive Vice President,  
Exelon Corporation 
Director since 2007
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Chairman, 
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Leadership

Committees of the Board 

Executive Committee 
Mayo A. Shattuck III, Chairman 
James T. Brady 
James R. Curtiss, Esq. 
Dr. Freeman A. Hrabowski III 
Robert J. Lawless

Audit Committee
James T. Brady, Chairman 
Ann C. Berzin 
John L. Skolds 
Michael D. Sullivan

All committee members are independent directors 
and audit committee financial experts as defined 
by the SEC rules.

Compensation Committee
Robert J. Lawless, Chairman 
Yves C. de Balmann 
Dr. Freeman A. Hrabowski III

All committee members are independent 
directors.

Committee on Nuclear Power
James R. Curtiss, Esq., Chairman 
Nancy Lampton 
John L. Skolds

All committee members are independent 
directors.

Nominating and Corporate  
Governance Committee
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directors.
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Constellation Energy
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President and CEO, Constellation Energy 
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Constellation Energy

Paul J. Allen
Senior Vice President, Corporate Affairs and 
Chief Environmental Officer, Constellation 
Energy

Charles A. Berardesco
Senior Vice President, General Counsel and 
Corporate Secretary, Constellation Energy

Brenda L. Boultwood
Senior Vice President and Chief Risk Officer, 
Constellation Energy

Kenneth W. DeFontes, Jr.
Senior Vice President, Constellation Energy; 
President and CEO, Baltimore Gas and  
Electric Company

Andrew L. Good
Senior Vice President, Corporate Strategy and 
Development, Constellation Energy 

Kathleen W. Hyle
Senior Vice President, Constellation Energy; 
Chief Operating Officer, Constellation Energy 
Resources

Mary L. Lauria
Senior Vice President and Chief Human 
Resources Officer, Constellation Energy 

Jonathan W. Thayer
Senior Vice President and Chief Financial 
Officer, Constellation Energy
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One of our priorities at Constellation Energy is to provide you with clear, easy-to-read and easy-to-understand information about 

our company. We want you to know what we do, how we do it and how we’re doing. This special section is intended to be a 

guide, describing and summarizing some of the information contained in our Form 10-K and providing page numbers where 

more details can be found. Our complete Form 10-K follows this special section.

 

Breaking Down Our Form 10-K

Our Form 10-K has four parts:

Part I: In-depth descriptions of our businesses.

Part II: Our financial performance—the information in which investors are usually most interested.

Part III: Directs readers to other filings made with the Securities and Exchange Commission for details about our Board of 

Directors, executive compensation, auditor fees, stock ownership information and other matters.

Part IV: A listing of financial statement schedules and exhibits. We have included as Exhibit 99(a) to our Form 10-K the 

audited financial statements of Constellation Energy Nuclear Group, LLC for the year ended Dec. 31, 2010 and for the period 

from Nov. 6, 2009 through Dec. 31, 2009.

Over the next several pages, we provide descriptions and summaries of some of the major topics included in Parts I and II.

 

Part I: Our Businesses

Part I of our Form 10-K provides details about our businesses:

�  Our generation business—Generation

�  Our customer supply business—NewEnergy

�  Our regulated utility—Baltimore Gas and Electric Company (BGE)

Also included is information about our environmental matters, employees, properties and executive officers.

Page(s) Item Section

2 1. Business Overview We have a generation business (Generation), a customer supply business (NewEnergy) 
and a regulated utility (BGE). We also discuss our comprehensive agreement with EDF 
Group and affiliates (EDF).

2 Operating 
Segments

In 2010, we changed our reportable operating segments. Our reportable segments are 
Generation, NewEnergy, regulated electric and regulated gas. 

Here’s Where You Look in Part I Highlights of What You’ll Find

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.

Understanding Our Form 10-K
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Page(s) Item Section

2 – 8 Generation and 
NewEnergy  
Businesses

Generation business
We develop, own, operate and maintain fossil and renewable generating facilities, 
hold a 50.01 percent interest in a nuclear joint venture that owns nuclear generating 
facilities, hold interests in qualifying facilities and power projects in the United States 
and Canada and manage certain of our long-dated tolling agreements. 

NewEnergy business
We sell electricity, natural gas and other energy products and services to both regulated 
and nonregulated wholesale and retail marketers and consumers of energy products. 
We provide energy products and services to meet our wholesale and retail customers’ 
requirements. We manage certain contractually controlled physical assets, including 
generation facilities, and provide risk management services for energy and energy-
related commodities. In addition, we also manage natural gas properties and design, 
construct and operate renewable energy, heating, cooling, and cogeneration facilities as 
well as provide home improvements, sales of electric and gas appliances, and servicing 
of heating, air conditioning, plumbing, electrical and indoor air quality systems.

Fuel sources
Our electricity generated by fuel type in 2010: coal, natural gas and oil – 50 percent; 
nuclear – 45 percent; renewable and alternative – 5 percent. 

Our competition
We encounter competition from companies of various sizes with varying levels of 
experience and financial and human resources and differing strategies.

Generation and NewEnergy operating statistics
Gross margin from our Generation and NewEnergy businesses decreased $1.1 billion 
from 2009. This decrease in gross margin is primarily due to the deconsolidation of 
Constellation Energy Nuclear Group, LLC (CENG) in November 2009.

8 – 12 Baltimore Gas and 
Electric Company

Our business
We’re an electric transmission and distribution utility and a natural gas distribution 
utility with a service territory that includes the city of Baltimore and parts of Central 
Maryland. In 2010, the Maryland Public Service Commission (PSC) approved: 

   •  a comprehensive smart grid initiative which includes the planned installation of  
2 million residential and commercial electric and gas smart meters, and

   •  an increase in electric distribution rates by no more than $31.0 million and an 
increase in gas distribution rates by no more than $9.8 million for service rendered 
on or after Dec. 4, 2010. 

Electric and gas operating statistics for the last three years
Revenues by type, distribution volumes to our customers and the number of customers.

12 Consolidated Capital 
Requirements

Our total capital requirements for 2010 were $1.0 billion, and we expect them to be 
$1.0 billion in 2011.

12 – 16 Environmental Matters We are subject to regulations concerning air quality, water quality and the disposal 
of hazardous substances. We also believe it is imperative to slow, stop, and reverse the 
growth in greenhouse gas emissions.

Over the next three years, our total estimated capital requirements for environmental 
matters are approximately $80 million.

16 Employees We had approximately 7,600 employees at year-end 2010. This excludes employees of 
CENG, which was deconsolidated on Nov. 6, 2009.

16 – 23 1A. Risk Factors There are a number of risks related to our businesses and the industries in which we 
operate that could adversely affect our financial results.

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.

Understanding Our Form 10-K
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Page(s) Item Section

23 – 25 2. Properties Our offices
We have both owned and leased properties. Our corporate offices are in Baltimore, Md. 
We have marketing offices throughout the United States.

Our energy-producing properties
We owned approximately 9,000 megawatts of electric generating capacity at plants  
diversified by fuel type and located strategically throughout the United States and 
Canada as of Dec. 31, 2010. In January 2011, we acquired another 2,950 megawatts of 
electric generating capacity in Massachusetts.

25 Executive Officers of 
the Registrant

Our executive officers have a diverse mix of energy, financial and other experience in 
competitive and regulated markets.

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.

Here’s Where You Look in Part II Highlights of What You’ll Find

Page(s) Item Section

26 5. Market for
Registrant’s Common
Equity, Related
Shareholder Matters, 
Issuer Purchases
of Equity Securities, 
and Unregistered Sales 
of Equity and Use of 
Proceeds

Our dividend information
We announced an annual dividend rate of $0.96 per share in January 2011.

Our stock price
We include the high and low price of our common stock by quarter for the last two 
years.

27 – 28 6. Selected 
Financial Data

Summary of our and BGE’s operations and financial condition and our financial  
statistics for the last five years.

Part II: Our Financial Performance

Part II contains management’s discussion and analysis of our results of operations and financial condition and our audited 

financial statements. It compares our results from 2010 with those from 2009 and our results from 2009 with those from 2008.

The sections in Part II include:

�  Introductory Items—The Basics

�  Management’s Discussion and Analysis—The Context

�  Financial Statements—The Numbers

�  Notes to the Financial Statements—The Details

 

Introductory Items

The Basics: Includes information about our common stock prices and dividends and historical financial data.



8 Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.

Management’s Discussion and Analysis
The Context: Our management discusses in detail the financial results and condition of our company and the way we manage our business.

Here’s Where You Look in Part II Highlights of What You’ll Find

Page(s) Item Section

29 7. Management’s 
Discussion and 
Analysis of Financial 
Condition and Results 
of Operations

Introduction and 
Overview

We summarize how we have organized our discussion and analysis.

29 – 30 Strategy Our strategy is to provide innovative and risk-mitigating energy products and solutions 
to North American wholesale and retail customers. Through our NewEnergy customer 
supply operation, we combine a unified sales force with a customer-centric model 
that leverages technology to broaden the range of products we offer. We obtain the 
energy from both owned and contracted supply resources. Our Generation business 
has a fleet of plants that is located in markets that support our customer-facing 
business and includes fuel types, such as coal, natural gas, oil, nuclear and renewable 
sources. Through our regulated Maryland utility, we deliver electric and gas services to 
customers and are focused on enhancing reliability and customer satisfaction and are 
implementing a comprehensive smart grid initiative and a portfolio of conservation 
programs. 

30 – 35 Business Environment Energy and financial markets have been volatile over the last several years, with 
significant changes in natural gas, coal and power prices. In 2010, markets in which we 
operate were affected by declining prices for power, gas and capacity. 

Also in 2010, BGE received an order from the PSC authorizing us to increase electric 
distribution rates by no more than $31.0 million and increase gas distribution rates by 
no more than $9.8 million. 

We continue to be subject to extensive federal and state regulation and our operations 
are affected by weather and other factors.

35 – 39 Critical Accounting 
Policies

These are the accounting policies that require difficult, subjective or complex judgment 
and which are most important to the portrayal and understanding of our financial 
condition and results of operations.

39 – 40 Significant Events 2010 significant events include

�  Our comprehensive agreement with EDF that restructured the relationship between 
our two companies

�  Completed acquisitions of the following
• a wind project in western Maryland (April 2010)
• two natural gas combined cycle generation facilities in Texas (May 2010)
• an energy management and demand response provider (October 2010)
• five generating plants in Massachusetts (January 2011)

�  Completed divestitures of the following
• a district chilled water facility (January 2010)
• our interests in the Mammoth Lakes geothermal generating facility (August 2010)
•  our 50 percent interest in UniStar Nuclear Energy, LLC (UNE) as part of the 

comprehensive agreement with EDF (November 2010)

�  Impairment charges on our investments in CENG and UNE and certain of our other 
equity method investments

�  Issuance and redemption of long-term notes

Understanding Our Form 10-K
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40 – 55 Results of Operations The detailed discussion of our earnings
Our overall net loss attributable to common stock for 2010 was approximately $1.0 
billion, a decrease of $5.4 billion from net income attributable to common stock of 
$4.4 billion in 2009, driven mostly by the absence of the gain on sale of a 49.99 
percent membership interest in CENG to EDF in 2009 and impairment charges on 
certain of our equity method investments recognized in 2010.

Our Generation business net loss attributable to common stock for 2010 was $1.3 
billion, a decrease of $6.1 billion from net income attributable to common stock of 
$4.8 billion in 2009.

Our NewEnergy business net income attributable to common stock for 2010 was $0.1 
billion, an increase of $0.5 billion from net loss attributable to common stock of $0.4 
billion in 2009.

Our regulated electric net income attributable to common stock for 2010 was $99.8 
million, an increase of $30.9 million from 2009. Our regulated natural gas net income 
attributable to common stock for 2010 was $34.6 million, an increase of $12.1 million 
from 2009.

56 – 61 Financial Condition Cash flow
Cash provided by our operations was $0.5 billion in 2010.

Security ratings
All of our security ratings are investment grade.

Net available liquidity / Collateral downgrade
Excluding BGE, we had net available liquidity of $3.3 billion at Dec. 31, 2010. BGE 
had net available liquidity of $0.6 billion at Dec. 31, 2010. Based on contractual 
provisions at Dec. 31, 2010, a one level downgrade of our senior unsecured debt would 
require us to provide additional collateral of $1.0 billion.

61 – 63 Capital Resources We’re estimating that we’ll spend $1.0 billion in 2011 and $1.0 billion in 2012 to fund 
existing and anticipated projects.

63 – 70 Risk Management Risk is inherent in our business activities, and we are exposed to various risks. Our risk 
management program relies upon an effective system of internal controls, and the Audit 
Committee of our Board of Directors periodically reviews compliance with our risk 
policies, limits and trading guidelines. Additionally, our risk management committee— 
consisting of members of senior management—is responsible for approving policies 
and limits consistent with our risk appetite and reviewing procedures for the identifi-
cation, assessment, measurement and management of risks as well as for the monitoring 
of risk exposures.

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.
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Our Financial Statements
The Numbers: We provide separate financial statements for Constellation Energy and BGE. This section also includes our management’s reports on 
our financial information and the effectiveness of our internal controls as well as our auditor’s reports on our financial information and its report on 
the effectiveness of Constellation Energy’s internal controls.

Here’s Where You Look in Part II Highlights of What You’ll Find

Page(s) Item Section

71 8. Financial Statements 
and Supplementary 
Data

Reports of
Management

Our management accepts responsibility for the information and representations in our 
financial statements and concludes that our and BGE’s internal control over financial 
reporting was effective as of Dec. 31, 2010.

72 – 73 Reports of
Independent
Registered Public
Accounting Firm

PricewaterhouseCoopers LLP states its opinion that both Constellation Energy’s and 
BGE’s consolidated financial statements are presented fairly, in all material respects, and 
that Constellation Energy maintained, in all material respects, effective internal control 
over financial reporting at Dec. 31, 2010.

75 Consolidated
Statements of Income 
(Loss)

Our net loss attributable to common stock for 2010 was $1.0 billion, which included a 
$2.5 billion pre-tax impairment charge on our investments in CENG, UNE and certain 
of our other equity method investments.

76 – 77 Consolidated
Balance Sheets

Our total assets were $20.0 billion at Dec. 31, 2010.

78 Consolidated
Statements of
Cash Flows

Our cash and cash equivalents at Dec. 31, 2010 were $2.0 billion, a decrease of 
$1.4 billion from a year earlier, primarily due to the payment of taxes on the gain on the 
sale of a 49.99 percent membership interest in CENG to EDF in November 2009.

79 – 80 Consolidated
Statements of
Common Shareholders’ 
Equity and Compre-
hensive Income (Loss)

We discuss the composition of and changes in our common shareholders’ equity.

81 – 84 BGE Financial
Statements

We include financial statements for BGE because it is a separate registrant required to 
file reports with the SEC.

Notes to Our Financial Statements
The Details: We explain the processes, events, actions, projects, issues and specifics that produce the amounts reflected in our financial statements.

Here’s Where You Look in Part II Highlights of What You’ll Find

Page(s) Item Section

85 – 96 Note 1: Significant 
Accounting Policies

Accounting methods that we use and how they’re applied throughout our businesses, 
along with the new accounting standards adopted.

97 – 
109

Note 2: Other Events Our 2010 net loss attributable to common stock reflected the impacts of other events 
totaling $1.6 billion after-tax. This was primarily driven by $1.5 billion after-tax 
impairment charges on our investments in CENG, UNE and certain of our other equity 
method investments.

110 – 
111

Note 3: Information  
by Operating Segment

Our revenues, net (loss) income attributable to common stock and other financial infor-
mation are broken out by operating segment. 

112 – 
115

Note 4: Investments Our investments are mainly equity investments in joint ventures, qualifying facilities 
and power projects. We also hold investments in certain variable interest entities.

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.

Understanding Our Form 10-K
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Page(s) Item Section

116 Note 5: Intangible
Assets

At Dec. 31, 2010, our carrying amount of goodwill was $77.0 million, and our total net 
intangible assets subject to amortization were $215.5 million.

117 – 
118

Note 6: Regulatory
Assets (net)

At Dec. 31, 2010, our total regulatory assets (net) were $452.8 million, which included 
$415.6 million deferred for future collection under BGE’s rate stabilization plan.

119 – 
124

Note 7: Pension,
Postretirement, Other 
Postemployment
and Employee Savings 
Plan Benefits

We provide details—obligations, assets, assumption details and company 
contributions—about our employee benefit plans.

125 – 
126

Note 8: Credit
Facilities and Short-
Term Borrowings

Our short-term borrowings (debt that matures within one year from the date it’s issued) 
may include bank loans, commercial paper and bank lines of credit. Excluding BGE, our 
net available liquidity was $3.3 billion as of Dec. 31, 2010. BGE’s net available liquidity 
was $0.6 billion as of Dec. 31, 2010.

127 – 
130

Note 9:  
Capitalization

At Dec. 31, 2010, our total capitalization was $12.6 billion—$4.4 billion in long-term 
debt, $88.8 million in noncontrolling interests, $190.0 million in preference stock and 
$7.8 billion in common shareholders’ equity. We also provide details about our and 
BGE’s debt, our preference stock and common stock.

131 – 
133

Note 10: Taxes We provide information about our income tax (benefit) expense, net deferred income tax 
liability and unrecognized tax benefits.

134 Note 11: Leases We provide details about the capital and operating leases in which we enter.

135 – 
138

Note 12:
Commitments,
Guarantees and
Contingencies

We provide details about our commitments, financial guarantees, contingencies, 
environmental matters, legal proceedings involving us, contingencies related to our 
investment in CENG, and non-nuclear insurance coverage.

139 – 
153

Note 13:  
Derivatives and Fair 
Value Measurements

We explain how we manage commodity price and interest rate exposures, provide 
detailed disclosures about our derivatives and hedging activities, disclose the hierarchy of 
our fair value measurements, and the fair value of our financial instruments.

154 – 
155

Note 14: Stock-Based 
Compensation

We provide stock-based compensation in the form of stock options, performance and 
service-based restricted stock, performance and service-based units, stock units with sales 
restrictions, deferred cash and equity to employees.

156 – 
157

Note 15: Merger and 
Acquisitions

We acquired a wind project in western Maryland, two natural gas combined cycle 
generation facilities in Texas and an energy management and demand response provider 
in 2010. In January 2011, we acquired five generating facilities in Massachusetts.

158 – 
159

Note 16: Related Party 
Transactions

Upon the sale of a 49.99 percent membership interest in CENG to EDF in 2009, we 
entered into a power purchase agreement, a power services agreement and an adminis-
trative service agreement with CENG.

Our NewEnergy business provides BGE with a portion of the energy it needs, we 
provide BGE with the services of certain corporate functions, and BGE participates in 
our benefit plans.

160 – 
162

Note 17: Quarterly
Financial Data
(Unaudited)

We break out our financial results—and those of BGE—by quarter for the last two 
years.

Note: This special section is intended to be a guide. You can find more details about all these items in our Form 10-K, which follows this special section.



Glossary

Asymmetry – Collateral  Results from 
our actions to be economically hedged as 
well as market conditions or conventions 
for conducting business, in which certain 
transactions require the posting of collateral, 
while other transactions do not

British Thermal Unit (BTU)  A basic unit used 
to measure natural gas; the amount of natural 
gas needed to raise the temperature of one 
pound of water by 1 degree Fahrenheit

Capacity (markets)  A market created to help 
grid operators ensure that sufficient generating 
capacity will be available to meet peak loads

Collateral  A pledge of specific property, usually 
cash or letters of credit, to protect against risk of 
default

Contracted Generation  Agreements with third 
party generators in which we have long-dated 
contractual rights to purchase power from these 
third party generating plants

Customer Supply Business  Our NewEnergy 
business that provides energy and related value-
added services to wholesale and retail customers 
in competitive markets

Decoupling  The recovery mechanism approved 
by the Maryland Public Service Commission to 
adjust electric and gas revenues to eliminate the 
effect of abnormal weather and usage patterns 
on distribution volumes for residential and small 
commercial customers 

Dekatherm  (DTH) A standard measure ment 
of natural gas; 10 therms or 1 million BTUs

Demand Response  Mechanisms or programs 
used to encourage consumers to reduce their 
demand for electricity in order to lower the 
overall peak demand for electricity

Distribution  The delivery of energy to 
locations where customers use it—including 
homes, businesses and industrial facilities

Economic Value at Risk (EVaR)  A statistical 
measure that helps estimate the sensitivity of our 
total portfolio to changes in market prices

Federal Energy Regulatory Commission 
(FERC)  The U.S. agency that regulates 
interstate energy activities

Full Requirements Service  A product offering 
that handles all of a customer’s energy needs 
through a combined service that may include 
generating or buying energy, managing load and 
power purchase agreements, scheduling delivery, 
managing risk, settling accounts and other  
related activities

Generating Capacity  The amount of electricity 
that can be produced by a specific generating 
facility

Generation  The process of transforming other 
forms of energy—coal, natural gas, uranium, oil, 
biomass, wind, water or sun—into electricity

Greenhouse Gas Emissions  The release of 
gases, such as carbon dioxide and methane, in 
the atmosphere that absorb and emit radiation

Hedging  Entering into transactions to manage 
various types of risk such as commodity price 
risk

Independent System Operator  An 
independent, regulated entity established to 
manage a regional transmission system in a non-
discriminatory manner and to help ensure the 
safety and reliability of the bulk power system

Load-Serving  The process of providing 
customers with the energy they need

Mark-to-Market  The valuation of a security, 
commodity or financial instrument to reflect 
current market values

Maryland Public Service Commission  The 
agency responsible for regulating public utilities 
doing business in Maryland

Megawatt (MW)  1 million watts of electricity, 
enough electricity to light 10,000 100-watt light 
bulbs

Net Available Liquidity  A measure used 
to determine the amount of cash and credit 
facilities that are available to meet our ongoing 
requirements 

Nuclear Regulatory Commission (NRC)  The 
U.S. agency that regulates commercial nuclear 
power plants and the civilian use of nuclear 
materials

Origination  The initiation of wholesale energy 
purchases and sales that may include value-
added services along with the energy

Peak Load  A measure of the maximum 
amount of electricity delivered at a point in time

Portfolio Management and Trading  Using 
energy and energy-related commodities to 
manage our portfolio of purchases and sales to 
customers through structured transactions, and 
trading energy and energy-related commodities 
to deploy risk capital

Ring Fencing  A measure, or series of measures, 
implemented to financially separate a regulated 
public utility from a parent company usually to 
provide bankruptcy protection and credit rating 

separation for a regulated public utility from its 
parent company 

Regional Transmission Organization (RTO)  
A group of companies with responsibility for the 
planning and use of power transmission lines in 
a geographic region

Regulated Business  The portion of our 
business whose primary operations and prices 
are set and controlled by the rules and activities 
of a state utility commission

Securities and Exchange Commission (SEC)  
The U.S. agency charged with protecting 
investors, maintaining fair, orderly and efficient 
markets and facilitating capital formation

Smart Grid  An electricity network that delivers 
electricity from suppliers to consumers using 
two-way digital technology to control appliances 
at consumers’ homes to save energy, reduce cost 
and increase reliability

Standard Offer Service  In Maryland, the 
obligation of a utility—such as Baltimore Gas 
and Electric Company—to supply electricity to 
residential customers and to serve as the provider 
of last resort (POLR) for those customers who 
have not chosen an alternate supplier

Tolling Contract  An agreement where a buyer 
pays a plant owner a fixed amount per month 
to have the right to convert fuel provided by the 
buyer into electric energy

Transmission  The sending of electricity at high 
voltage, usually on lines running along high 
towers, from generating plants to substations, 
where it is then reduced to a lower voltage that 
is delivered to homes, businesses and industrial 
facilities

Unit Contingent Power Purchase Agreement 
A contract with a power plant operator where 
the buyer receives the specified output from the 
plant unless the plant is not operating

Value at Risk (VaR) A statistical measure that 
helps evaluate risk by showing how much the 
value of our derivative assets and liabilities 
subject to mark-to-market accounting may 
change under various circumstances

Volatility The relative rate at which the price of 
a security or commodity moves up and down.  If 
the price of a security or commodity moves up 
and down rapidly over short time periods, it has 
high volatility.  If the price almost never changes, 
it has low volatility. 
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♦ regulatory or legislative developments federally,Forward Looking Statements
in Maryland, or in other states that affectWe make statements in this report that are considered
energy competition, the price of energy,forward looking statements within the meaning of the
transmission or distribution rates and revenues,Securities Exchange Act of 1934. Sometimes these
demand for energy, or increases in costs,statements will contain words such as ‘‘believes,’’
including costs related to safety, or‘‘anticipates,’’ ‘‘expects,’’ ‘‘intends,’’ ‘‘plans,’’ and other
environmental compliance,similar words. We also disclose non-historical

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

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

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

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

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

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

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

♦ cost and other effects of legal and♦ the ability to successfully identify, finance, and
administrative proceedings and other events thatcomplete acquisitions and sales of businesses
may not be covered by insurance, includingand assets, including generating facilities, and to
environmental liabilities and liabilities associatedsuccessfully invest in new business initiatives
with catastrophic events.and markets,

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

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

1



including certain other items, in Note 3 to ConsolidatedPART I
Item 1. Business Financial Statements.

Unaffiliated RevenuesOverview
HoldingConstellation Energy is an energy company that

Company
includes a generation business (Generation), a customer Regulated Regulated and

Generation NewEnergy Electric Gas Othersupply business (NewEnergy), and BGE, a regulated
electric and gas public utility in central Maryland. 2010 8% 68% 19% 5% —%

2009 4 73 18 5 —References in this report to ‘‘we’’ and ‘‘our’’ are to
2008 4 77 14 5 —Constellation Energy and its subsidiaries, collectively.

References in this report to the ‘‘regulated business(es)’’
Net (Loss) Income Attributable to Common Stock

are to BGE.
HoldingOur Generation business develops, owns, owns Company

Regulated Regulated andinterests in, and operates electric generation facilities
Generation NewEnergy Electric Gas Otherand a fuel processing facility located in various regions

2010 (128)% 14% 10% 4% —%of the United States. This business also includes an
2009 107 (9) 1 1 —operation that manages certain contractually controlled
2008 (27) (76) — 3 —physical assets, including generating facilities and owns

an interest in a joint venture that owns and operates Total Assets

nuclear generating facilities. Holding
CompanyOur NewEnergy business is primarily a competitive Regulated Regulated and

Generation NewEnergy Electric Gas Other Eliminationsprovider of energy-related products and services for a
2010 49% 19% 26% 7% 4% (5)%variety of customers and focuses on selling electricity,
2009 53 18 21 6 19 (17)natural gas, and other energy-related products to serve
2008 50 32 21 6 15 (24)

customers’ requirements (load-serving), and providing
other energy products and risk management services.

Generation BusinessThis business also manages our upstream natural gas
We develop, own, operate, and maintain fossil andactivities, designs, constructs, and operates renewable
renewable generating facilities, hold a 50.01% interestenergy, heating, cooling, and cogeneration facilities and
in a nuclear joint venture that owns nuclear generatingprovides home improvements, sales of electric and gas
facilities, hold interests in qualifying facilities, andappliances, and servicing of heating, air conditioning,
power projects in the United States and Canada totalingplumbing, electrical, and indoor air quality systems.
9,030 MW as of December 31, 2010 (excludes ourBGE is a regulated electric transmission and
January 2011 acquisition of Boston Generating assets),distribution utility company and a regulated gas
and manage approximately 1,100 MW associated withdistribution utility company with a service territory that
certain of our long-dated tolling agreements. Thesecovers the City of Baltimore and all or part of 10
agreements provide us with the contractual rights tocounties in central Maryland. BGE was incorporated in
purchase power from third party generation plants overMaryland in 1906.
an extended period of time. The output of our ownedOn October 26, 2010, we reached a
and contractually controlled plants is managed by ourcomprehensive agreement with EDF Group and
NewEnergy business and is hedged through aaffiliates (EDF) that restructured the relationship
combination of power sales to wholesale and retailbetween our two companies, eliminated an outstanding
market participants. We also provide operation andasset put arrangement, and transferred to EDF the full
maintenance services, including testing and start-up, toownership of our prior nuclear development joint
owners of electric generating facilities. Our NewEnergyventure, UniStar Nuclear Energy, LLC (UNE). We
business meets the load-serving requirements underdiscuss this comprehensive agreement in more detail in
various contracts using the output from our generatingNote 4 to Consolidated Financial Statements.
fleet and from purchases in the wholesale market.

We present details about our generating properties
Operating Segments

in Item 2. Properties.
The percentages of revenues, net (loss) income
attributable to common stock, and assets attributable to

Investment in Nuclear Generating Facilitiesour operating segments are shown in the tables below.
On November 6, 2009, we completed the sale of aWe present information about our operating segments,
49.99% membership interest in Constellation Energy
Nuclear Group LLC and affiliates (CENG), our
subsidiary that owns our nuclear generating facilities
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described below. The total output of these nuclear with the former owners of the plant. The average strike
facilities over the past three years is presented in the price for the first year of the revenue sharing agreement
following table: is $40.75 per MWH. The strike price increases two

percent annually beginning in the second year of the
Calvert Cliffs Nine Mile Point Ginna revenue sharing agreement. The revenue sharing

Capacity Capacity Capacity agreement is unit contingent and is based on the
MWH Factor MWH (1) Factor MWH Factor operation of Unit 2.

(MWH in millions) CENG exclusively operates Unit 2 under an
2010 14.0 94% 12.6 93% 4.9 97% operating agreement with LIPA. LIPA is responsible for
2009 14.5 96 13.1 97 4.6 91 18% of the operating costs (including decommissioning
2008 14.7 96 12.8 94 4.7 94 costs) and capital expenditures of Unit 2 and has
(1) Represents our and CENG’s (after November 6, representation on the Nine Mile Point Unit 2

2009) proportionate ownership interest management committee, which provides certain
oversight and review functions.In connection with the closing of the transaction

with EDF on November 6, 2009, we entered into a
Ginnapower purchase agreement (PPA) with CENG under
CENG owns 100% of the Ginna nuclear facility. Ginnawhich we will purchase 85 to 90% of the output that is
entered service in 1970 and is licensed to operate untilnot sold to third parties under pre-existing PPAs for an
2029. Ginna sells approximately 90% of the plant’sinitial five year period. Additionally, pursuant to an
output and capacity to the former owner for 10 yearsamendment to the PPA entered into in 2010, beginning
ending in 2014 at an average price of $44.00 peron January 1, 2015, and continuing to the end of the
MWH under a long-term unit-contingent PPA. Thelives of the respective nuclear plants, we will purchase
remaining 10% of the output of Ginna is managed by50.01% and EDF will purchase 49.99% of the output
CENG and sold into the wholesale market.of CENG’s nuclear plants. We discuss this PPA in more

detail in Note 16 to Consolidated Financial Statements.
New Nuclear
In November 2010, as part of our comprehensiveCalvert Cliffs
agreement with EDF to restructure the relationshipCENG owns 100% of Calvert Cliffs Unit 1 and Unit
between our two companies, we sold our 50%2. Unit 1 entered service in 1974 and is licensed to
ownership interest in UNE to EDF. EDF is now theoperate until 2034. Unit 2 entered service in 1976 and
sole owner of UNE, and we will no longer haveis licensed to operate until 2036.
responsibility for developing or financing new nuclear
projects through UNE. As discussed in Note 4 toNine Mile Point
Consolidated Financial Statements, we will cause CENGCENG owns 100% of Nine Mile Point Unit 1 and
to transfer to UNE two potential new nuclear sites82% of Unit 2. The remaining interest in Nine Mile
upon receipt of necessary approvals.Point Unit 2 is owned by the Long Island Power

Authority (LIPA). Unit 1 entered service in 1969 and is
Qualifying Facilities and Power Projectslicensed to operate until 2029. Unit 2 entered service in
We hold up to a 50% voting interest in 15 operating1988 and is licensed to operate until 2046.
energy projects, totaling approximately 758 MW, thatNine Mile Point Unit 2 sells 90% of the plant’s
consist of electric generation (primarily relying onoutput to the former owners of the plant at an average
alternative fuel sources), fuel processing, or fuelprice of approximately $35 per MWH under a PPA
handling facilities. Thirteen of the electric generationthat terminates in November 2011. The PPA is unit
projects are considered qualifying facilities under thecontingent (if the output is not available because the
Public Utility Regulatory Policies Act of 1978. Eachplant is not operating, there is no requirement to
electric generating plant sells its output to a local utilityprovide output from other sources). The remaining
under long-term contracts.10% of the output of Nine Mile Point Unit 2 is

managed by CENG and sold primarily to us and EDF.
Contracted GenerationAfter termination of the Nine Mile Point Unit 2
We manage approximately 1,100 MWs under threePPA, a revenue sharing agreement with the former
agreements with third party generators in which weowners of the plant will begin and continue through
have long-dated contractual rights to purchase powerNovember 2021. Under this agreement, which applies
from these third party generating plants. The economicsonly to CENG’s ownership percentage of Unit 2, a
of these transactions are similar to our ownedpredetermined strike price is compared to the market
generation.price for electricity. If the market price exceeds the

strike price, then 80% of this excess amount is shared
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energy and capacity requirements of various customersNewEnergy Business
such as distribution utilities, municipalities, cooperativesWe are a leading supplier of electricity, natural gas, and
and retail aggregators that do not own sufficientother energy products and services to wholesale and
generating capacity or have in-house supply functions toretail electric and natural gas customers.
meet their own load requirements.To meet our customers’ requirements, our

NewEnergy business obtains energy from various
sources, including: Retail Customer Supply

♦ our generation assets, During 2010, our retail NewEnergy customer supply
♦ our contractually controlled generation assets, operation served approximately 62 million MWHs of
♦ exchange-traded and bilateral power and natural electricity load and approximately 334 million

gas purchase agreements, mmBTUs of natural gas.
♦ unit contingent power purchases from Our retail NewEnergy customer supply operation

generation companies, structures transactions to supply full energy and capacity
♦ tolling contracts with generation companies, requirements and provide natural gas, transportation,

which provide us the right, but not the and other energy products and services to commercial,
obligation, to purchase power at a price linked industrial, governmental, and residential customers.
to the variable cost of production, including Contracts with these customers generally extend from
fuel, with terms that generally extend from one to ten years, but some can be longer.
several months up to five years, and The retail NewEnergy customer supply operation

♦ regional power pools. combines a unified sales force with a customer-centric
During 2010, our NewEnergy business: model that leverages technology to broaden the range of
♦ supplied approximately 119 million megawatt products and services we offer, which we believe

hours (MWH) of aggregate electricity to promotes stronger customer relationships. This model
distribution utilities, municipalities, and focuses on efficiency and cost reduction, which we
residential, commercial, industrial, and believe will provide a platform that is scalable and able
governmental customers, to capitalize on opportunities for future growth.

♦ provided approximately 334 million British
Thermal Units (mmBTUs) of natural gas to Structured Products
residential, commercial, industrial, and Our NewEnergy business uses energy and energy-related
governmental customers, and commodities and contracts in order to manage our

♦ delivered approximately 7.8 million tons of coal portfolio of energy purchases and sales to customers
primarily to our own fleet. through structured transactions. Our NewEnergy

Our NewEnergy business also manages certain business assists customers with customized risk
contractually controlled physical assets, including management products in the power, gas, coal, and
generation facilities (excluding long-dated tolling freight markets (e.g., generation tolls and gas transport
agreements managed by our Generation business), and and storage).
natural gas properties, provides risk management
services, and trades energy and energy-related Energy Investments
commodities. This business also provides the wholesale Our NewEnergy business has investments in energy
risk management function for our Generation business, assets that primarily include natural gas activities. Our
as well as structured products and energy investment NewEnergy business includes upstream (exploration and
activities and includes our actual hedged positions with production) and downstream (transportation and
third parties. storage) natural gas operations. Our upstream natural

Our NewEnergy business also manages our gas activities include the development, exploration, and
upstream natural gas activities, designs, constructs, and exploitation of natural gas properties, as well as an
operates renewable energy, heating, cooling, and approximately 28.5% interest in Constellation Energy
cogeneration facilities and provides home improvements, Partners LLC (CEP), a limited liability company that
sales of electric and gas appliances, and servicing of we formed. CEP is principally engaged in the
heating, air conditioning, plumbing, electrical, and acquisition, development, and exploitation of natural
indoor air quality systems. gas properties. We no longer have any active

involvement in the day-to-day operations of CEP.
Wholesale Customer Supply
In 2010, our wholesale NewEnergy customer supply Portfolio Management and Trading
operation served approximately 57 million MWHs of Our NewEnergy business transacts in energy and
wholesale full requirements electricity and related energy-related commodities in order to manage our
load-serving products. portfolio of energy purchases and sales to customers

Our wholesale NewEnergy customer supply through structured transactions. We use economic value
operation structures transactions that serve the full
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at risk, which measures the market risk in our total management and trading activities’ contribution to our
portfolio, encompassing all aspects of our NewEnergy operating results.
business, along with daily value at risk limits, stop loss

Fuel Sourceslimits, position limits, generation hedge ratios, and
Our power plants use diverse fuel sources. Our plants’liquidity guidelines to restrict the level of risk in our
fuel mix based on capacity owned at December 31,portfolio.
2010 and actual output by fuel type during 2010 wasIn managing our portfolio, we may terminate,
as follows:restructure, or acquire contracts. Such transactions are

within the normal course of managing our portfolio
Capacityand may materially impact the timing of our

Fuel Owned Generation
recognition of revenues, fuel and purchased energy

Nuclear (1) 21% 45%expenses, and cash flows.
Coal 30 37We use both derivative and nonderivative contracts
Natural Gas 31 13in managing our portfolio of energy sales and purchase
Oil 8 —contracts. Although a substantial portion of our
Renewable and Alternative (2) 6 5portfolio is hedged, we are able to identify
Dual (3) 4 —opportunities to deploy risk capital to increase the value
(1) Reflects our 50.01% ownership interest in CENG.of our accrual positions, which we characterize as

portfolio management. (2) Includes solar, hydro, waste coal, and biomass.
Active portfolio management is intended to allow

(3) Switches between natural gas and oil.our NewEnergy business to:
♦ manage and hedge its fixed-price energy

We discuss our risks associated with fuel in morepurchase and sale commitments,
detail in Item 7. Management’s Discussion and Analysis—♦ provide fixed-price energy commitments to
Risk Management.customers and suppliers,

♦ reduce exposure to the volatility of market
prices, and Nuclear

♦ hedge fuel requirements at our non-nuclear CENG, our nuclear joint venture with EDF, owns the
generation facilities. Calvert Cliffs, Nine Mile Point, and Ginna nuclear

We discuss the impact of our trading activities and generating facilities.
economic value at risk in more detail in Item 7. The supply of fuel for these nuclear generating
Management’s Discussion and Analysis. facilities includes the:

Our portfolio management and trading activities ♦ purchase of uranium (concentrates and uranium
involve the use of physical commodity inventories and a hexafluoride),
variety of instruments, including: ♦ conversion of uranium concentrates to uranium

♦ forward contracts (which commit us to hexafluoride,
purchase or sell energy commodities in the ♦ enrichment of uranium hexafluoride
future), (enrichment services and enriched uranium

♦ swap agreements (which require payments to or hexafluoride), and
from counterparties based upon the difference ♦ fabrication of nuclear fuel assemblies.
between two prices for a predetermined CENG has commitments that provide for
contractual (notional) quantity), quantities of uranium, conversion, enrichment, and

♦ option contracts (which convey the right to buy fabrication of fuel assemblies to substantially meet
or sell a commodity, financial instrument, or expected requirements for the next several years at these
index at a predetermined price), and nuclear generating facilities.

♦ futures contracts (which are exchange traded The uranium markets are competitive, and while
standardized commitments to purchase or sell a prices can be volatile, CENG does not anticipate
commodity or financial instrument, or make a problems in meeting its future supply requirements.
cash settlement, at a specified price and future
date). Storage of Spent Nuclear Fuel

Beginning in the fourth quarter of 2008 and The Nuclear Waste Policy Act of 1982, as amended,
continuing throughout 2010, we reduced the risk and (‘‘NWPA’’) requires the federal government, through the
scale of our portfolio management and trading Department of Energy (DOE), to develop a repository
activities. Energy trading activities were scaled back and for the disposal of spent nuclear fuel and high-level
are being used primarily for hedging our Generation radioactive waste. Although the NWPA and CENG’s
and NewEnergy businesses, price discovery and contracts with the DOE required the DOE to begin
verification, and for deploying limited risk capital. taking possession of spent nuclear fuel no later than
These efforts materially impacted our portfolio
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January 31, 1998, the DOE has failed to meet its to the terms of the settlement agreement, BGE
obligation. The DOE’s delay in taking possession of customers were relieved of the potential future liability
spent fuel has required CENG to undertake additional for decommissioning Calvert Cliffs Unit 1 and Unit 2.
actions and incur costs to provide on-site dry fuel BGE will continue to collect the $18.7 million annual
storage at all three of its nuclear sites. CENG has nuclear decommissioning charge from all electric
installed additional capacity at its independent spent customers through 2016 and continue to rebate this
fuel storage installation (‘‘ISFSI’’) at Calvert Cliffs, has amount to residential electric customers, as previously
constructed an ISFSI at Ginna, and is constructing an required by Maryland Senate Bill 1 which was enacted
ISFSI to be placed in service at Nine Mile Point in in June 2006.
2012.

Prior to 2010, the DOE had stated that it may Coal
not meet its obligation until 2020 at the earliest. We purchase the majority of our coal for electric
During 2010, the DOE requested the withdrawal of its generation under supply contracts with mine operators,
license application to use Yucca Mountain as a national and we acquire the remainder in the spot or forward
repository for spent nuclear fuel. At this time, CENG is coal markets. The actual fuel quantities required can
not able to determine whether the DOE will be able to vary substantially from year to year depending upon the
commence meeting its obligation by 2020. relationship between energy prices and fuel costs,

Each of CENG’s plant subsidiaries have filed weather conditions, and operating requirements. We
complaints against the federal government in the U.S. believe that we will be able to renew supply contracts as
Court of Federal Claims seeking to recover damages they expire or enter into contracts with other coal
caused by the DOE’s failure to meet its contractual suppliers. Our primary coal-burning facilities have the
obligation to begin disposing of spent nuclear fuel by following requirements:
January 31, 1998. The cases are currently stayed,

Approximatepending litigation in other related cases. Any funds
Annual Coalreceived from the DOE that represent the Requirement

reimbursement of costs incurred prior to November 6, (tons)
2009, the date we sold a 49.99% membership interest Brandon Shores—Units 1 and 2
in CENG to EDF, will belong to us, and any funds

(combined) 2,800,000
representing the reimbursement of costs incurred after

C. P. Crane—Units 1 and 2November 6, 2009 will belong to CENG.
(combined) (1) 1,000,000

H. A. Wagner—Units 2 and 3Cost for Decommissioning Nuclear Facilities
(combined) 800,000When Constellation Energy sold a 49.99% membership

(1) Assuming 100% sub-bituminous coalinterest in CENG on November 6, 2009, we
deconsolidated CENG for financial reporting purposes
and, as a result, the decommissioning trust funds were We receive coal deliveries to these facilities by rail
removed from our Consolidated Balance Sheets. CENG and barge. Over the past few years, we expanded our
is obligated to decommission its nuclear power plants coal sources through a variety of methods, including
after these plants cease operation. restructuring our rail and terminal contracts, increasing

Decommissioning activities are currently projected the range of coals we can consume, and finding
to be staged through the 2080 decade. Any changes in potential other coal supply sources including limited
the costs or timing of decommissioning activities, or shipments from various international sources. While we
changes in the fund earnings, could affect the adequacy primarily use coal produced from mines located in
of the funds to cover the decommissioning of the central and northern Appalachia, we are using
plants, and if there were to be a shortfall, additional sub-bituminous coal from the Western United States at
funding would have to be provided by CENG. CENG C.P. Crane and have the ability to switch to using
has the ability to request funding assistance from both imported coal at Brandon Shores and H.A. Wagner to
Constellation Energy and EDF, as the owners of manage our coal supply. The timely delivery of coal
CENG. together with the maintenance of appropriate levels of

inventory is necessary to allow for continued, reliable
generation from these facilities.Calvert Cliffs

As discussed in the Environmental Matters section,In March 2008, Constellation Energy, BGE, and a
our Maryland coal-fired generating facilities mustConstellation Energy affiliate entered into a settlement
comply with the requirements of the Maryland Healthyagreement with the State of Maryland, the Public
Air Act (HAA), which requires reduction of sulfurService Commission of Maryland (Maryland PSC), and
dioxide (SO2), nitrogen oxide (NOx), and mercurycertain State of Maryland officials. The settlement
emissions. To comply with the HAA requirements, weagreement became effective on June 1, 2008. Pursuant
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are planning to burn domestic and/or import to obtain adequate quantities of gas to meet our
compliance coals (1.2 lb/mmbtu SO2 or less) at H.A. requirements.
Wagner. The C.P. Crane station was converted to burn
up to 100% sub-bituminous coal in June 2010. In Oil
March 2010, we completed installation of flue gas From 2008 through 2010, our requirements for residual
desulfurization (FGD) equipment on both Brandon fuel oil (No. 6) amounted to less than 0.5 million
Shores units. With the FGD installation, Brandon barrels of low-sulfur oil per year. Deliveries of residual
Shores now is able to burn higher sulfur coals (limit 6 fuel oil are made from the suppliers’ Baltimore Harbor
lbs/mmbtu or approximately 3.5% sulfur) while and Philadelphia marine terminals for distribution to
simultaneously reducing station emissions. The blend of the various generating plant locations. Also, based on
coals actually procured for Brandon Shores will be normal burn practices, we require approximately
optimized to achieve the lowest delivered cost while 8.0 million to 11.0 million gallons of distillates (No. 2
complying with HAA limitations. oil and kerosene) annually, but these requirements can

We own an undivided interest in the Keystone and vary substantially from year to year depending upon the
Conemaugh electric generating plants in Western relationship between energy prices and fuel costs,
Pennsylvania. Our ownership interests in these plants weather conditions, and operating requirements.
are 20.99% in Keystone and 10.56% in Conemaugh. Distillates are purchased from the suppliers’ Baltimore
All of the Conemaugh and Keystone plants’ annual coal truck terminals for distribution to the various
requirements are purchased from regional suppliers on generating plant locations. We have contracts with
the open market. FGD equipment was installed on various suppliers to purchase oil at spot prices, and for
both of the Keystone units in 2009 and has been future delivery, to meet our requirements.
installed on both Conemaugh units since the
mid-1990s. The FGD SO2 restrictions on coal are 6 Competition
lbs/mmbtu (or approximately 3.7% sulfur) for the We encounter competition from companies of various
Keystone plant and approximately 4.9 lbs/mmbtu (or sizes, having varying levels of experience, financial and
3% sulfur) for the Conemaugh plant. The blend of coal human resources, and differing strategies.
procured is optimized to ensure compliance with station We face competition in the market for energy,
emission limits at the lowest delivered cost. capacity, and ancillary services. In our NewEnergy

The annual coal requirements for the ACE, business, we compete with international, national, and
Jasmin, and Poso plants, which are located in regional full-service energy providers, merchants, and
California, are supplied under contracts with mining producers to obtain competitively priced supplies from a
operators. These plants are restricted to coal with sulfur variety of sources and locations, and to utilize efficient
content less than 4.0%. transmission, transportation, or storage. We principally

The primary fuel source for Panther Creek and compete on the basis of price, customer service,
Colver generating facilities is waste coal. These facilities reliability, and availability of our products.
meet their annual requirements through existing reserves With respect to our Generation business, we
of mined and processed waste coal and through supply compete in the operation of energy-producing projects,
agreements with various terms. and our competitors in this business are both domestic

All of our coal requirements reflect expected and international organizations, including various
generating levels. The actual fuel quantities required can utilities, industrial companies and independent power
vary substantially from historical levels depending upon producers (including affiliates of utilities, financial
the relationship between energy prices and fuel costs, investors, and banks), some of which have greater
weather conditions, and operating requirements. financial resources.
However, we believe that we will be able to obtain Many states are considering different types of
adequate quantities of coal to meet our requirements. regulatory initiatives concerning competition in the

power and gas industry, which makes a general
assessment of the state of competitive markets difficult.Gas
Many states continue to support or expand retailWe purchase natural gas, storage capacity, and
competition and industry restructuring. Other statestransportation, as necessary, for electric generation at
that were considering restructuring have slowed theircertain plants. Some of our gas-fired units can use
plans or postponed consideration of competitiveresidual fuel oil or distillates instead of gas. Gas is
markets. In addition, states that have restructured theirpurchased under contracts with suppliers on the spot
energy markets routinely consider new market rulesmarket and forward markets, including financial
including return to monopoly service measures thatexchanges and under bilateral agreements. The actual
could result in more limited opportunities forfuel quantities required can vary substantially from year
competitive energy suppliers like Constellation Energy.to year depending upon the relationship between energy
While there is activity in this area, we believe there isprices and fuel costs, weather conditions, and operating

requirements. However, we believe that we will be able
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adequate growth potential in the current competitive by local utilities affects the contract margin we receive
market. from our customers. Recent economic conditions have

The market for commercial, industrial, and increased overall margins reflecting an appropriate
governmental energy supply continues to grow and we return on capital to support the business. Our
continue to experience increased competition from experience and expertise in assessing and managing risk
energy and non-energy market participants on a and our strong focus on customer service should help
regional and national basis in our retail customer supply us to remain competitive during volatile or otherwise
activities. Strong retail competition and the impact of adverse market circumstances.
wholesale power prices compared to the rates charged

Generation and NewEnergy Operating Statistics

2010 2009 2008

Gross Margin (In millions)
Generation (1) $ 800 $2,082 $2,042
NewEnergy 1,244 1,079 1,040

Total Gross Margin $2,044 $3,161 $3,082

Generation (In millions)—MWH (1)(2) 35.1 46.0 50.9

Operating statistics do not reflect the elimination of intercompany transactions.

(1) 2009 reflects our 100% ownership in our nuclear business through November 6, 2009 and our 50.01% ownership in
our nuclear business from November 6, 2009 through December 31, 2009 following the sale of a 49.99% membership
interest in CENG. These amounts also exclude contracted generation.

(2) These amounts exclude contracted generation.

electric customers who elect not to select a competitiveBaltimore Gas and Electric Company
energy supplier. The SOS rates charged recover BGE’sBGE is an electric transmission and distribution utility
wholesale power supply costs and include ancompany and a gas distribution utility company with a
administrative fee. The administrative fee includes aservice territory that covers the City of Baltimore and
shareholder return component and an incremental costall or part of ten counties in central Maryland. BGE is
component. As discussed in Item 7. Management’sregulated by the Maryland PSC and Federal Energy
Discussion and Analysis—Regulated Electric BusinessRegulatory Commission (FERC) with respect to rates
section, BGE resumed collection of the shareholderand other aspects of its business.
return portion of the residential SOS administrativeBGE’s electric service territory includes an area of
charge, which had been eliminated under Marylandapproximately 2,300 square miles. There are no
Senate Bill 1, from June 1, 2008 through May 31,municipal or cooperative wholesale customers within
2010 without having to rebate it to all residentialBGE’s service territory. BGE’s gas service territory
electric customers. Starting June 1, 2010, BGE providesincludes an area of approximately 800 square miles.
all residential electric customers a credit for theBGE’s electric and gas revenues come from many
residential return component of the administrativecustomers—residential, commercial, and industrial.
charge through December 2016.

Electric Business Bidding to supply BGE’s SOS occurs from time to
Electric Competition time through a competitive bidding process approved by
Maryland has implemented electric customer choice and the Maryland PSC. Successful bidders, which may
competition among electric suppliers. As a result, all include subsidiaries of Constellation Energy, execute
customers can choose their electric energy supplier, contracts with BGE for terms of three months or two
which includes subsidiaries of Constellation Energy. years.
While BGE does not sell electricity to all customers in
its service territory, BGE continues to deliver electricity Commercial and Industrial Customers
to all customers and provides meter reading, billing, BGE is obligated by the Maryland PSC to provide
emergency response, and regular maintenance. several variations of SOS to commercial and industrial

customers depending on customer load.
Standard Offer Service
BGE is obligated by the Maryland PSC to provide
market-based standard offer service (SOS) to all of its
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Residential Customers and improve service to customers by giving customers
Residential customers went to full market rates in greater control over their energy use.
January 2008. Pursuant to the order issued by the In August 2010, the Maryland PSC approved a
Maryland PSC in October 2009 approving our comprehensive smart grid initiative for BGE which
transaction with EDF, Constellation Energy agreed to includes the planned installation of 2 million residential
fund a one-time per customer distribution rate credit and commercial electric and gas smart meters at an
for BGE residential customers, in 2010, totaling expected total cost of approximately $480 million.
$110.5 million, which approximated $100 per Under a grant from the DOE, BGE is a recipient of
customer. In December 2009, BGE filed a tariff with $200 million in federal funding for our smart grid and
the Maryland PSC stating we would give residential other related initiatives. This grant allows BGE to be
customers a rate credit of exactly $100 per customer. As reimbursed for smart grid and other related
a result, BGE provided rate credits totaling expenditures up to $200 million, substantially reducing
$112.4 million. Constellation Energy made a the total cost of these initiatives.
$66 million equity contribution to BGE in December The Maryland PSC approved a full portfolio of
2009 to fund the after-tax amount of the rate credit as conservation programs for implementation in 2009 as
required by the Maryland PSC order. well as a customer surcharge to recover the associated

In 2010, the Maryland PSC issued a rate order costs.
authorizing BGE to increase electric and gas
distribution rates for service rendered on or after Transmission and Distribution Facilities
December 4, 2010. We discuss this rate order in more BGE maintains approximately 240 substations and
detail in Item 7. Management’s Discussion and Analysis— approximately 1,300 circuit miles of transmission lines
Regulation—Maryland—Base Rates section. throughout central Maryland. BGE also maintains

approximately 24,800 circuit miles of distribution lines.
Electric Load Management The transmission facilities are connected to those of
BGE has implemented various programs for use when neighboring utility systems as part of PJM
system-operating conditions or market economics Interconnection (PJM). Under the PJM Tariff and
indicate that a reduction in load would be beneficial. various agreements, BGE and other market participants
These programs include: can use regional transmission facilities for energy,

♦ two options for commercial and industrial capacity, and ancillary services transactions, including
customers to reduce their electric loads, emergency assistance.

♦ air conditioning and heat pump controls for We discuss various FERC initiatives relating to
residential and commercial customers through wholesale electric markets in more detail in Item 7.
both programmable thermostats and load Management’s Discussion and Analysis—Federal Regulation
control devices, and section.

♦ residential water heater controls.
BGE is developing other programs designed to

help manage its peak demand, improve system reliability
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BGE Electric Operating Statistics
2010 2009 2008

Revenues (In millions)
Residential

Excluding Delivery Service Only $1,808.6 $1,864.0 $1,688.3
Delivery Service Only 48.1 14.3 7.6

Commercial
Excluding Delivery Service Only 467.4 531.2 604.0
Delivery Service Only 249.5 245.0 222.8

Industrial
Excluding Delivery Service Only 28.7 30.4 31.3
Delivery Service Only 25.6 29.1 27.1

System Sales and Deliveries 2,627.9 2,714.0 2,581.1
Other (1) 124.4 106.7 98.6

Total $2,752.3 $2,820.7 $2,679.7

Distribution Volumes (In thousands)—MWH
Residential

Excluding Delivery Service Only 12,344 12,394 12,670
Delivery Service Only 1,490 457 353

Commercial
Excluding Delivery Service Only 3,707 3,945 3,957
Delivery Service Only 12,537 11,753 11,739

Industrial
Excluding Delivery Service Only 267 270 242
Delivery Service Only 2,519 2,757 3,002

Total 32,864 31,576 31,963

Customers (In thousands)
Residential 1,114.7 1,111.9 1,108.5
Commercial 118.6 118.5 117.6
Industrial 5.5 5.3 5.3

Total 1,238.8 1,235.7 1,231.4

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

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

BGE also provides customers with meter reading, liquefaction and storage of natural gas with a
billing, emergency response, regular maintenance, and total storage capacity of 1,092,977 DTH and a
balancing services. daily capacity of 311,500 DTH, and

Approximately 50% of the gas delivered on BGE’s ♦ a propane air facility and a mined cavern with
distribution system is for customers that purchase gas a total storage capacity equivalent to 564,200
from alternative suppliers. These customers are charged DTH and a daily capacity of 85,000 DTH.
fees to recover the costs BGE incurs to deliver the BGE has under contract sufficient volumes of
customers’ gas through our distribution system. propane for the operation of the propane air facility and

A market-based rates incentive mechanism applies is capable of liquefying sufficient volumes of natural gas
to customers that buy their gas from BGE. Under this during the summer months for operations of its
mechanism, BGE’s actual cost of gas is compared to a liquefied natural gas facility during peak winter periods.
market index (a measure of the market price of gas in a BGE historically has been able to arrange
given period). The difference between BGE’s actual cost short-term contracts or exchange agreements with other
and the market index is shared equally between gas companies in the event of short-term disruptions to
shareholders and customers. gas supplies or to meet additional demand.

BGE must secure fixed-price contracts for at least BGE also participates in the interstate markets by
10%, but not more than 20%, of forecasted system releasing pipeline capacity or bundling pipeline capacity
supply requirements for flowing (i.e., non-storage) gas with gas for off-system sales. Off-system gas sales are
for the November through March period. These fixed- low-margin direct sales of gas to wholesale suppliers of
price contracts are not subject to sharing under the natural gas. Earnings from these activities are shared
market-based rates incentive mechanism. between shareholders and customers. BGE makes these

BGE meets its natural gas load requirements sales as part of a program to balance its supply of, and
through firm pipeline transportation and storage cost of, natural gas.
entitlements.
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BGE Gas Operating Statistics
2010 2009 2008

Revenues (In millions)
Residential

Excluding Delivery Service Only $ 427.0 $ 460.7 $ 567.8
Delivery Service Only 22.1 19.0 19.0

Commercial
Excluding Delivery Service Only 109.0 129.1 161.8
Delivery Service Only 39.8 40.4 46.4

Industrial
Excluding Delivery Service Only 5.2 6.4 8.1
Delivery Service Only 16.7 15.2 14.5

System Sales and Deliveries 619.8 670.8 817.6
Off-System Sales 79.8 81.1 197.7
Other 9.8 6.4 8.7

Total $ 709.4 $ 758.3 $1,024.0

Distribution Volumes (In thousands)—DTH
Residential

Excluding Delivery Service Only 37,791 37,889 37,675
Delivery Service Only 4,857 4,270 4,119

Commercial
Excluding Delivery Service Only 11,606 12,066 12,205
Delivery Service Only 24,329 25,046 29,289

Industrial
Excluding Delivery Service Only 595 635 650
Delivery Service Only 19,750 20,826 18,432

System Sales and Deliveries 98,928 100,732 102,370
Off-System Sales 14,711 17,542 18,782

Total 113,639 118,274 121,152

Customers (In thousands)
Residential 608.6 606.8 605.0
Commercial 42.9 42.9 42.8
Industrial 1.1 1.1 1.1

Total 652.6 650.8 648.9

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

Franchises requirements further in Item 7. Management’s Discussion
BGE has nonexclusive electric and gas franchises to use and Analysis—Capital Resources section.
streets and other highways that are adequate and
sufficient to permit it to engage in its present business. Environmental Matters
Conditions of the franchises are satisfactory. The development (involving site selection,

environmental assessments, and permitting),
Consolidated Capital Requirements construction, acquisition, and operation of electric
Our total capital requirements for 2010 were generating and distribution facilities are subject to
$1.0 billion. Of this amount, $0.4 billion was used in extensive federal, state, and local environmental and
our Generation and NewEnergy businesses and land use laws and regulations. From the beginning
$0.6 billion was used in our regulated business. We phases of development to the ongoing operation of
estimate our total capital requirements will be existing or new electric generating and distribution
$1.0 billion in 2011. facilities, our activities involve compliance with diverse

We continuously review and change our capital laws and regulations that address emissions and impacts
expenditure programs, so actual expenditures may vary to air and water, protection of natural and cultural
from the estimate above. We discuss our capital resources, and chemical and waste handling and

disposal.
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We continuously monitor federal, state, and local In January 2010, the EPA proposed rules to adopt
environmental initiatives to determine potential impacts NAAQS for ozone that are stricter than the NAAQS
on our financial results. As new laws or regulations are adopted in March 2008, based on the EPA’s
promulgated, we assess their applicability and reevaluation of scientific evidence about ozone and
implement the necessary modifications to our facilities ozone’s effects on humans and the environment. The
or their operation to maintain ongoing compliance. Our final standard is expected to be adopted in 2011. In
capital expenditures were approximately $1.2 billion June 2010, the EPA adopted a stricter NAAQS for
during the five-year period 2006-2010 to comply with SO2. We are unable to determine the impact that
existing environmental standards and regulations, complying with the stricter NAAQS for ozone or SO2

including the Maryland HAA. Our estimated will have on our financial results until the states in
environmental capital requirements for the next three which our generating facilities are located adopt plans
years are approximately $35 million in 2011, to meet the new standards. However, costs associated
$20 million in 2012, and $25 million in 2013. with compliance with these plans could be material.

In December 2006, the United States Court of
Air Quality Appeals for the District of Columbia Circuit ruled that
Federal requirements to impose fees on large emissions sources
The Clean Air Act (CAA) created the basic framework in areas that have not attained the NAAQS based on
for federal and state regulation of air pollution. the previous ozone standard (Section 185 fees), which

had been rescinded by the EPA in May 2005, remained
applicable retroactive to November 2005 and remandedNational Ambient Air Quality Standards (NAAQS)
the issue to the EPA for reconsideration. A petition toThe NAAQS are federal air quality standards authorized
the United States Supreme Court to hear an appeal wasunder the CAA that establish maximum ambient air
denied in January 2008. The EPA issued Section 185concentrations for the following specific pollutants:
fee guidance to the states in January 2010 thatozone (smog), carbon monoxide, lead, particulates, SO2,
contained flexible state alternatives to meet theand nitrogen dioxide.
requirements. States in which we operate have notIn order for states to achieve compliance with the
finalized their approach for implementing theNAAQS, the Environmental Protection Agency (EPA)
requirements and consequently, we are unable toadopted the Clean Air Interstate Rule (CAIR) in March
estimate the ultimate financial impact of this matter in2005 to further reduce ozone and fine particulate
light of the uncertainty surrounding the anticipatedpollution by addressing the interstate transport of SO2

EPA and state rulemakings. However, the finaland NOx emissions from fossil fuel-fired generating
resolution of this matter, and any fees that arefacilities located primarily in the Eastern United States.
ultimately assessed could have a material impact on ourIn December 2008, the United States Court of
financial results.Appeals for the District of Columbia Circuit reversed its

In September 2006, the EPA adopted a stricterJuly 2008 decision to fully vacate CAIR, and instead,
NAAQS for particulate matter. We are unable toremanded the issue to the EPA for reconsideration with
determine the impact that complying with the stricterCAIR requirements to remain in effect until the EPA
NAAQS for particulate matter will have on ourtakes further action. The uncertainty around the
financial results until the states in which our generatingadoption of CAIR has not resulted in a material change
facilities are located adopt plans to meet the newto our emissions reduction plan in Maryland as the
standard.emissions reduction requirements of Maryland’s HAA

and Clean Power Rule (CPR) are more stringent and
applied sooner than those under CAIR. However, as Hazardous Air Pollutant Emissions
CAIR is replaced, it could affect the market prices of In March 2005, the EPA finalized the Clean Air
SO2 and NOx emission allowances, which could in turn Mercury Rule (CAMR) to reduce the emissions of
affect our financial results. mercury from coal-fired facilities through a market-

In July 2010, the EPA proposed regulations to based cap and trade program. CAMR was to affect all
replace the regional cap-and-trade program under CAIR coal or waste coal fired boilers at our generating
with a program that would require each of 31 eastern facilities. However, in February 2008, the United States
states and the District of Columbia to reduce SO2 and Court of Appeals for the District of Columbia Circuit
NOX emissions. Depending on the scope of any final struck down CAMR. In response to that decision and
regulations that may be adopted by the EPA, which is as a result of a court settlement with a number of
expected to occur in July 2011, and any plans that may parties, the EPA is under a consent order to propose a
be adopted by the states in which our plants are rule by March 2011 and to finalize new hazardous air
located, additional regulation could result in additional pollutant emission standards by November 2011. Any
compliance requirements and costs that could be new standards that require the installation of additional
material. emissions control technology beyond what is required

under Maryland’s HAA and CPR, which are discussed
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below, may require us to incur additional costs, which Capital Expenditure Estimates—Air Quality
could have a material effect on our financial results. We expect to incur additional environmental capital

spending as a result of complying with the air quality
laws and regulations discussed above. To comply withNew Source Review
HAA and CPR, we will install additional air emissionIn connection with its enforcement of the CAA’s new
control equipment at our coal-fired generating facilitiessource review requirements, in 2000, the EPA requested
in Maryland and at our co-owned coal-fired facilities ininformation relating to modifications made to our
Pennsylvania to meet air quality standards. We includeBrandon Shores, C.P. Crane, and H. A. Wagner plants
in our estimated environmental capital requirementslocated in Maryland. The EPA also sent similar, but
capital spending for these air quality projects, which wenarrower, information requests to Keystone and
expect will be approximately $20 million in 2011,Conemaugh, two of our newer Pennsylvania coal
$15 million in 2012, $25 million in 2013 andburning plants in which we have an ownership interest.
$25 million from 2014-2015.We responded to the EPA in 2001, and as of the date

Our estimates are subject to significantof this report the EPA has taken no further action.
uncertainties including the timing of any additionalAs discussed in Note 12 to Consolidated Financial
federal and/or state regulations or legislation, such asStatements, in January 2009, the EPA issued a Notice of
any regulations adopted by the EPA in response to theViolation to one of our subsidiaries alleging that the
court decision striking down CAMR, theKeystone plant located in Pennsylvania, of which we
implementation timetables for such regulation orown a 20.99% interest, performed various capital
legislation, and the specific amount of emissionsprojects without complying with the new source review
reductions that will be required at our facilities. As arequirements.
result, we cannot predict our capital spending or theBased on the level of emissions control that the
scope or timing of these projects with certainty, and theEPA and states are seeking in new source review
actual expenditures, scope, and timing could differenforcement actions, we believe that material additional
significantly from our estimates.costs and penalties could be incurred, and planned

We believe that the additional air emission controlcapital expenditures could be accelerated, if the EPA
equipment we plan to install will meet the emissionwas successful in any future actions regarding our
reduction requirements under HAA and CPR. Iffacilities.
additional emission reductions still are required, we will
assess our various compliance alternatives and theirState
related costs, and although we cannot yet estimate theMaryland has adopted the HAA and the CPR, which
additional costs we may incur, such costs could beestablish annual SO2, NOx, and mercury emission caps
material.for specific coal-fired units in Maryland, including units

located at three of our facilities. The requirements of
Global Climate Changethe HAA and the CPR for SO2, NOx, and mercury
In response to the anticipated challenges of globalemissions are more stringent and apply sooner than
climate change, we believe it is imperative to slow, stopthose required under federal requirements. Likewise,
and reverse the growth in greenhouse gas emissions.Massachusetts has comprehensive air emissions standards
Climate change could pose physical risks, such as morein place that are more stringent than the federal
frequent or more extreme weather events, that couldstandards, so impending regulations are not anticipated
affect our systems and operations; however, uncertaintyto cause additional costs to our natural gas and oil-fired
remains as to the timing and extent of any direct,units in Massachusetts. In Pennsylvania, regulations
climate-related impacts to our systems and operations.adopted requiring coal-fired generating facilities to
Extreme weather can affect the supply of and demandreduce mercury emissions were ruled invalid by a
for electricity, natural gas and fuels and these changesPennsylvania court in January 2009.
may impact the price of energy commodities in bothMaryland has also adopted opacity regulations
the spot market and the forward market, which mayconsistent with its commitment to resolve long-standing
affect our financial results. In addition, extreme weatherindustry concerns about the prior regulations’
typically increases demand for electricity and gas fromcontinuous compliance requirements and is in the
BGE’s customers.process of obtaining the EPA’s approval of Maryland’s

There is continued likelihood that greenhouse gasstate implementation plan (SIP) for these regulations.
emissions regulation will eventually occur at theWhile EPA approval of Maryland’s SIP is being
international or federal level and/or continue to occur atobtained, the opacity regulations are being implemented
the state level although considerable uncertainty remainsin a manner that will enable our plants to remain in
as to the nature and timing of such regulation. Climate-compliance. We anticipate that the regulations under
related legislation was introduced in the last severalthe EPA-approved SIP will be consistent with the
United States Congress sessions but was not enacted. Inregulations as currently implemented.
September 2009, the EPA issued an ‘‘endangerment and
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cause or contribute finding’’ for greenhouse gases under output coming from nuclear and hydroelectric plants,
the Clean Air Act and in 2010 finalized changes to its which generate significantly lower CO2 emissions than
air construction and operating permit programs to fossil fuel plants. We also have experience trading in the
incorporate greenhouse gases as pollutants subject to air markets for emissions allowances and renewable energy
permits. Beginning in 2011, in certain instances, credits and our NewEnergy business has expertise in
additional greenhouse gas emissions resulting from the providing renewable energy products and services to
construction or modification of large facilities subject to retail customers.
the EPA’s permit programs, which include power plants,
will be required to be controlled through the use of the Water Quality
best available control technology, as determined by the The Clean Water Act established the basic framework
EPA, before an air emissions permit will be issued. If for federal and state regulation of water pollution
we were to modify our generating plants, our costs to control and requires facilities that discharge waste or
comply with these requirements could be material storm water into the waters of the United States to
depending on the modifications made. obtain permits.

Maryland and Massachusetts are participants in the
Northeast Regional Greenhouse Gas Initiative (RGGI). Water Intake Regulations
Under RGGI, the states auction carbon dioxide (CO2) The Clean Water Act requires cooling water intake
allowances associated with power plants, which include structures to reflect the best technology available for
plants owned by us. Auctions have occurred quarterly minimizing adverse environmental impacts. In July
since September 2008. Although we did not incur 2004, the EPA published final rules under the Clean
material costs in these auctions, we could incur material Water Act for existing facilities that establish
costs in the future to purchase allowances necessary to performance standards for meeting the best technology
offset CO2 emissions from our plants. Although we available for minimizing adverse environmental impacts.
participate in RGGI, we believe a patchwork of climate We currently have eight facilities affected by the
policy and regulatory approaches across different states, regulation. In January 2007, the United States Court of
regions or industry sectors has the potential to Appeals for the Second Circuit ruled that the EPA’s rule
inequitably raise costs to particular businesses and/or did not properly implement the Clean Water Act
drive the reallocation of emissions without actually requirements in a number of areas and remanded the
achieving the desired overall reduction of emissions. rule to the EPA for reconsideration.

In addition, California has adopted regulations In response to this ruling, in July 2007, the EPA
requiring our generating facilities in California to suspended the second phase of the regulations pending
submit greenhouse gas emissions data to the state. More further rulemaking and directed the permitting
recently, in December 2010, the California Air authorities to establish controls for cooling water intake
Resources Board approved a declining cap and trade structures that reflect the best technology available for
program for electricity suppliers beginning in 2012 minimizing adverse environmental impacts. In
aimed at achieving a 15% reduction in CO2 emissions December 2008, the United States Supreme Court
by 2020 as compared with 2012. It is not possible to heard an appeal of the Second Circuit’s decision relating
determine the scope of the impact of this program on to the application of cost-benefit analysis to best
our business or financial results until the details of the technology available decisions and ruled in April 2009
program are made public, but the impact could be that the EPA has a right to consider cost-benefit
material. analysis in such decisions.

We continue to monitor international The EPA is expected to propose new regulations in
developments and proposed federal and state legislation March 2011 and we will evaluate our compliance
and regulations and evaluate the potential impact on options in light of those proposed regulations. Until the
our operations. In the event that additional greenhouse new regulations are finalized, which is expected in July
gas emissions reduction legislation or regulations are 2012, water intake compliance will be determined in
enacted, we will assess our various compliance accordance with the EPA’s July 2007 order and relevant
alternatives, which may include installation of additional state regulations and interpretations. Depending on the
environmental controls, modification of operating scope of any new regulations that may be adopted by
schedules or the closure of one or more of our the EPA, our compliance costs could be material.
coal-fired generating facilities, and our compliance costs In March 2010, the New York Department of
could be material. Environmental Conservation issued a draft policy

However, to the extent greenhouse gas emissions designating closed-cycle cooling as the best technology
are regulated through a federal, mandatory cap and available for cooling water intake structures for
trade greenhouse gas emissions program, we believe our minimizing adverse environmental impacts. At this time
business could also benefit. Our generation fleet has an we cannot predict whether this policy will be adopted.
overall CO2 emission rate that is lower than the However, if the policy is adopted and CENG is
industry average with a substantial amount of the fleet’s
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required to retrofit its two nuclear generating facilities reports on Form 8-K, and any amendments may be
in New York to implement this technology, our share of obtained free of charge. These reports are posted on our
the compliance costs could be material. website the same day they are filed with the SEC. The

SEC maintains a website (sec.gov), where copies of our
filings may be obtained free of charge. The websiteHazardous and Solid Waste
address for BGE is bge.com. These website addresses areOur coal-fired generating facilities produce
inactive textual references, and the contents of theseapproximately two and a half million tons of
websites are not part of this Form 10-K.combustion by-products (‘‘ash’’) each year. The EPA

In addition, the website for Constellation Energyannounced in 2007 its intention to develop national
includes copies of our Corporate Governancestandards to regulate this material as a non-hazardous
Guidelines, Principles of Business Integrity, Corporatewaste, and has been developing or considering
Compliance Program, Insider Trading Policy, Policy andregulations governing the placement of ash in landfills,
Procedures with respect to Related Person Transactions,surface impoundments, sand/gravel surface mines and
Information Disclosure Policy, and the charters of thecoal mines. In 2009, following the Tennessee Valley
Audit, Compensation and Nominating and CorporateAuthority ash release, the EPA announced it is
Governance Committees of the Board of Directors.considering regulating ash as a hazardous waste.
Copies of each of these documents may be printedDepending on its final scope, additional federal
from our website or may be obtained fromregulation has the potential to result in additional
Constellation Energy upon written request to thecompliance requirements and costs that could be
Corporate Secretary.material. In addition, the Maryland Department of the

The Principles of Business Integrity is a code ofEnvironment finalized regulations governing the
ethics that applies to all of our directors, officers, anddisposal, storage, use and placement of ash in December
employees, including the chief executive officer, chief2008.
financial officer, and chief accounting officer. We willAs a result of these regulatory proposals and our
post any amendments to, or waivers from, thecurrent ash generation projections, we are exploring our
Principles of Business Integrity applicable to our chiefoptions for the management of ash, including
executive officer, chief financial officer, or chiefconstruction of an ash placement facility. Over the next
accounting officer on our website.five years, we estimate that our capital expenditures for

this project will be approximately $20 million. Our
estimates are subject to significant uncertainties, Item 1A. Risk Factors
including the timing of any regulatory change, its You should consider carefully the following risks, along
implementation timetable, and the scope of the final with the other information contained in this Form 10-K.
requirements. As a result, we cannot predict our capital The risks and uncertainties described below are not the
spending or the scope and timing of this project with only ones that may affect us. Additional risks and
certainty, and the actual expenditures, scope and timing uncertainties also may adversely affect our business and
could differ significantly from our estimates. operations including those discussed in Item 7.

In May 2010, the EPA proposed rules to regulate Management’s Discussion and Analysis. If any of the
coal combustion by-products, such as fly ash, either as a following events actually occur, our business and financial
special hazardous waste or as a nonhazardous waste. results could be materially adversely affected.
Depending on the scope of any final rules that are

Economic conditions and instability in theadopted, additional federal regulation has the potential
financial markets could negatively impact ourto result in additional compliance requirements and
business.costs that could be material.
Our operations are affected by local, national, and
worldwide economic conditions. The consequences of aEmployees
slow recovery from recession or a new recession mayConstellation Energy and its consolidated subsidiaries
include a lower level of economic activity and(excluding CENG, which was deconsolidated on
uncertainty regarding energy prices and the capital andNovember 6, 2009) had approximately 7,600 employees
commodity markets. A lower level of economic activityat December 31, 2010.
may continue to result in a decline in energy
consumption, an increase in customers’ inability to payAvailable Information
their accounts, and lower commodity prices. TheseConstellation Energy maintains a website at
impacts may adversely affect our financial results andconstellation.com where copies of our annual reports on
future growth.Form 10-K, quarterly reports on Form 10-Q, current
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Instability in the financial markets, as a result of We use various hedging strategies in an effort to
recession or otherwise, may affect the cost of capital mitigate many of these risks. However, hedging
and our ability to raise capital. We rely on the capital transactions do not guard against all risks and are not
and banking markets, as well as the periodic use of always effective, as they are based upon predictions
commercial paper to the extent available, to meet our about future market conditions. The inability or failure
financial commitments and short-term liquidity needs if to effectively hedge assets or fuel or power positions
internal funds are not available from our operations. We against changes in commodity prices, interest rates,
also use letters of credit issued under our credit facilities counterparty credit risk or other risk measures could
to support our operations. Disruptions in the capital significantly impair our future financial results.
and credit markets as a result of uncertainty, reduced Exposure to electricity price volatility. We buy and
alternatives, or failures of significant financial sell electricity in both the wholesale bilateral markets
institutions could adversely affect our access to liquidity and spot markets, which expose us to the risks of rising
needed for our businesses, including our ability to and falling prices in those markets, and our cash flows
secure credit facilities and refinance debt that comes may vary accordingly. At any given time, the wholesale
due, and our ability to complete other alternatives we spot market price of electricity for each hour is
are exploring. In addition, such disruptions could generally determined by the cost of supplying the next
adversely affect our ability to draw on our credit unit of electricity to the market during that hour. This
facilities. Our access to funds under those credit is highly dependent on the regional generation market.
facilities is dependent on the ability of the banks that In many cases, the next unit of electricity supplied
are parties to the facilities to meet their funding would be supplied from generating stations fueled by
commitments. Those banks may not be able to meet fossil fuels, primarily coal, natural gas and oil.
their funding commitments to us if they experience Consequently, the open market wholesale price of
shortages of capital and liquidity or if they experience electricity may reflect the cost of coal, natural gas or oil
excessive volumes of borrowing requests from borrowers plus the cost to convert the fuel to electricity and an
within a short period of time. The disruptions in appropriate return on capital. Therefore, changes in the
capital and credit markets may also result in higher supply and cost of coal, natural gas and oil may impact
interest rates on publicly issued debt securities and the open market wholesale price of electricity.
increased costs associated with commercial paper A portion of our power generation facilities
borrowing and under bank credit facilities. operates wholly or partially without long-term power

Any disruptions could require us to take measures purchase agreements. As a result, power from these
to conserve cash until the markets stabilize or until facilities is sold on the spot market or on a short-term
alternative credit arrangements or other funding for our contractual basis, which if not fully hedged may affect
business needs can be arranged. Such measures could the volatility of our financial results.
include deferring capital expenditures, further changing Exposure to fuel cost volatility. Currently, our
our strategies to reduce collateral-posting requirements, power generation facilities purchase a portion of their
and reducing or eliminating future dividend payments fuel through short-term contracts or on the spot
or other discretionary uses of cash. The inability to market. Fuel prices can be volatile, and the price that
obtain the liquidity needed to meet our business can be obtained for power produced from such fuel
requirements, or to obtain such liquidity on terms that may not change at the same rate as fuel costs. In
are favorable to us, would have a material adverse effect addition, new sources of natural gas supplies from
on our business, results of operations and financial domestic shale production, as well as rising liquid
condition. If entities with which we do business are natural gas (LNG) exports, could increase the long-term
unable to raise capital or access the credit markets, they supply of natural gas and create a fundamental and
may be unable to perform their obligations or make long-lasting decline in natural gas prices. Lower natural
payments under agreements we have with them. gas prices could contribute to a decline in power
Defaults by these entities may have an adverse effect on generation prices that could have an adverse effect on
our financial results. our financial results and cash flows. As a result, fuel

price changes may adversely affect our financial results.
Our NewEnergy business may incur substantial Exposure to counterparty performance. Our
costs and liabilities and be exposed to price NewEnergy business enters into transactions with
volatility and counterparty performance risk as a numerous third parties (commonly referred to as
result of its participation in the wholesale energy ‘‘counterparties’’). In these arrangements, we are exposed
markets. to the credit risks of our counterparties and the risk
We purchase and sell power and fuel in markets that one or more counterparties may fail to perform
exposed to significant risks, including price volatility for under their obligations to make payments or deliver fuel
electricity and fuel and the credit risks of counterparties or power. In addition, we enter into various wholesale
with which we enter into contracts. transactions through Independent System Operators

(ISOs). These ISOs are exposed to counterparty credit
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Reduced liquidity in the markets in which werisks. Any losses relating to counterparty defaults
operate could impair our ability to appropriatelyimpacting the ISOs are allocated to and borne by all
manage the risks of our operations.other market participants in the ISO. These risks are
We are an active participant in energy markets throughexacerbated during periods of commodity price
our competitive energy businesses. The liquidity offluctuations. If a counterparty were to default and we
regional energy markets is an important factor in ourwere to liquidate all contracts with that entity, our
ability to manage risks in these operations. Over thecredit loss would include the loss in value of derivative
past several years, market participants in the merchantcontracts recorded at fair value, the amount owed for
energy business have ended or significantly reducedsettled transactions, and additional payments, if any,
their activities as a result of several factors, includingthat we would have to make to settle unrealized losses
government investigations, changes in market design,on accrual contracts. Defaults by suppliers and other
and deteriorating credit quality. As a result, severalcounterparties may adversely affect our financial results.
regional energy markets experienced a significant decline
in liquidity, which, in turn, has impacted our ability toChanges in the prices of commodities, initial
enter into certain types of transactions to manage ourmargin requirements, collateral posting
risks for settlement periods beyond 18 to 24 months.asymmetries and types of collateral impact our

liquidity requirements. Liquidity in the energy markets can be adversely
Our businesses are exposed to market fluctuations in affected by various factors, including price volatility and
the price and transportation costs of electricity, natural the availability of credit. As a result, future reductions
gas, coal, and other commodities. We seek to mitigate in liquidity may restrict our ability to manage our risks
the effect of these fluctuations through various hedging and this could impact our financial results.
strategies, which may require the posting of collateral by
both us and our counterparties. Changes in the prices We often rely on single suppliers and at times on

single customers, exposing us to significantof commodities and initial margin requirements for
financial risks if either should fail to performexchange-traded contracts can affect the amount of
their obligations.collateral that must be posted, depending on the
We often rely on a single supplier for the provision ofparticular position we hold.
fuel, water, and other services required for operation ofThere are certain asymmetries relating to the use
a facility, and at times, we rely on a single customer orof collateral that create liquidity requirements for our
a few customers to purchase all or a significant portionGeneration and NewEnergy businesses. These
of a facility’s output, in some cases under long-termasymmetries arise as a result of our actions to be
agreements that provide the support for any projecteconomically hedged as well as market conditions or
debt used to finance the facility. The failure of any oneconventions for conducting business that result in some
customer or supplier to fulfill its contractual obligationstransactions being collateralized while others are not,
could negatively impact our financial results.including:

♦ In our NewEnergy business, we generally do
We may not fully hedge our Generation andnot receive collateral under contractual
NewEnergy businesses, or other marketobligations to supply our customers, but we positions against changes in commodity prices,

may hedge these transactions through purchases and our hedging procedures may not work as
that generally require us to post collateral. planned.

♦ In our Generation operation, we may have to To lower our financial exposure related to commodity
post collateral on our power sale or fuel price fluctuations, we routinely enter into contracts to
purchase contracts. hedge a portion of our purchase and sale commitments,

As a result, significant changes in the prices of weather positions, fuel requirements, inventories of
commodities and margin requirements for exchange- natural gas, coal and other commodities, and
traded contracts could require us to post additional competitive supply obligations. As part of this strategy,
collateral from time to time without our counterparties we routinely utilize fixed-price forward physical
having to post cash collateral to us, which could purchase and sales contracts, futures, financial swaps,
adversely affect our overall liquidity and ability to and option contracts traded in the over-the-counter
finance our operations, and, in turn, could adversely markets or on exchanges. However, we may not cover
affect our credit ratings. Additionally, posting letters of the entire exposure of our assets or positions to market
credit to counterparties to meet collateral requirements price volatility, and the coverage will vary over time.
adversely impacts our liquidity, while the receipt of Fluctuating commodity prices may negatively impact
letters of credit as collateral does not improve our our financial results to the extent we have unhedged
liquidity. positions.

In addition, risk management tools and metrics
such as economic value at risk, daily value at risk, and
stress testing are based on historical price movements. If
price movements significantly or persistently deviate
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from historical behavior, risk limits may not fully for these obligations, which may adversely affect our
protect us from significant losses. liquidity and financial results.

Our risk management policies and procedures may
The operation of power generation facilitiesnot always work as planned. As a result of these and
involves significant risks that could adverselyother factors, we cannot predict with precision the
affect our financial results.impact that risk management decisions may have on
We own, operate and have ownership interests in aour financial results.
number of power generation facilities. The operation of
power generation facilities involves many risks,The use of derivative and nonderivative
including start-up risks, breakdown or failure ofcontracts in the normal course of business could

result in financial losses that negatively impact equipment, transmission lines, substations or pipelines,
our financial results. use of new technology, the dependence on a specific
We use derivative instruments such as swaps, options, fuel source, including the transportation of fuel, or the
futures and forwards, as well as nonderivative contracts, impact of unusual or adverse weather conditions
to manage our commodity and financial market risks (including natural disasters such as hurricanes) or
and to engage in trading activities. We could recognize environmental compliance, as well as the risk of
financial losses as a result of volatility in the market performance below expected or contracted levels of
values of these contracts or if a counterparty fails to output or efficiency. This could result in lost revenues
perform. and/or increased expenses. Insurance, warranties, or

In the absence of actively quoted market prices performance guarantees may not cover any or all of the
and pricing information from external sources, the lost revenues or increased expenses, including the cost
valuation of derivative instruments involves of replacement power. A portion of our generation
management’s judgment or use of estimates. As a result, facilities were constructed many years ago. Older
changes in the underlying assumptions or use of generating equipment may require significant capital
alternative valuation methods could affect the reported expenditures to keep it operating at peak efficiency.
fair value of these contracts. This equipment is also likely to require periodic

Additionally, the settlement of derivative upgrading and improvement. Breakdown or failure of
instruments could reflect a realized value that differs one of our operating facilities may prevent the facility
from our reported estimates of fair value. from performing under applicable power sales

agreements which, in certain situations, could result in
Inaccurate assumptions and estimates in the termination of the agreement or incurring a liability for
models we use could adversely impact our liquidated damages.
financial results.
We deploy many models to value merchant contracts, Our Generation business may incur substantial
derivatives and assets, to dispatch power from our costs and liabilities due to our ownership
generation plants, and to measure the risks and costs of interest in nuclear generating facilities.
various transactions and businesses. Also, a significant We indirectly own substantial interests in nuclear power
portion of our business relies on the assumptions plants. Operation of these plants exposes us to risks in
underlying the forecasting of customer load, correlations addition to those that result from owning and operating
between prices of energy commodities and weather and non-nuclear power generation facilities. These risks
the creditworthiness of our customers and other third include normal operating risks for a nuclear facility and
parties. Inaccurate estimates of various business the risks of a nuclear accident.
assumptions used in those models could create the Nuclear Operating Risks. The operation of nuclear
mispricing of customer contracts and assets or the generating facilities involves routine operating risks,
incorrect measurement of key risks relating to our including:
portfolios and businesses that could adversely impact ♦ mechanical or structural problems;
our financial results. ♦ inadequacy or lapses in maintenance protocols;

♦ impairment of reactor operation and safety
Poor market performance will affect our pension systems due to human or mechanical error;
plan investments, which may adversely affect ♦ costs of storage, handling and disposal of
our liquidity and financial results. nuclear materials, including the availability or
At December 31, 2010, our qualified pension obligation unavailability of a permanent repository for
was approximately $129 million greater than the fair spent nuclear fuel;
value of our plan assets. The performance of the capital ♦ regulatory actions, including shut down of units
markets will affect the value of the assets that are held because of public safety concerns, whether at
in trust to satisfy our future obligations under our our plants or other nuclear operators;
qualified pension plans. A decline in the market value ♦ limitations on the amounts and types of
of those assets or the failure of those assets to earn an insurance coverage commercially available;
adequate return may increase our funding requirements
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♦ uncertainties regarding both technological and have been released and may be subject to additional
financial aspects of decommissioning nuclear proceedings in the future.
generating facilities; and We are subject to legal proceedings by individuals

♦ environmental risks, including risks associated alleging injury from exposure to hazardous substances
with changes in environmental legal and could incur liabilities that may be material to our
requirements. financial results. Additional proceedings could be filed

Nuclear Accident Risks. In the event of a nuclear against us in the future.
accident, the cost of property damage and other We may also be required to assume environmental
expenses incurred may exceed the insurance coverage liabilities in connection with future acquisitions. As a
available from both private sources and an industry result, we may be liable for significant environmental
retrospective payment plan. In addition, in the event of remediation costs and other liabilities arising from the
an accident at our nuclear joint venture or another operation of acquired facilities, which may adversely
participating insured party’s nuclear plants, we or affect our financial results.
CENG could be assessed retrospective insurance

We, and BGE in particular, are subject topremiums (because all nuclear plant operators
extensive local, state and federal regulation thatcontribute to a nationwide catastrophic insurance fund).
could affect our operations and costs.In instances where CENG is the member insured, we
We are subject to regulation by federal and statehave guaranteed our share of CENG’s performance.
governmental entities, including the FERC, the NRC,Uninsured losses or the payment of retrospective
the Maryland PSC and the utility commissions of otherinsurance premiums could each have a material adverse
states in which we have operations. In addition,effect on our financial results.
changing governmental policies and regulatory actions
can have a significant impact on us. Regulations canWe are subject to numerous environmental laws
affect, for example, allowed rates of return, requirementsand regulations that require capital

expenditures, increase our cost of operations for plant operations, recovery of costs, limitations on
and may expose us to environmental liabilities. dividend payments, and the regulation or re-regulation
We are subject to extensive federal, state, and local of wholesale and retail competition.
environmental statutes, rules, and regulations relating to BGE’s distribution rates are subject to regulation
air quality, water quality, waste management, wildlife by the Maryland PSC, and such rates are effective until
protection, the management of natural resources, and new rates are approved. If the Maryland PSC does not
the protection of human health and safety that could, approve adequate new rates, BGE might not be able to
among other things, require additional pollution control recover certain costs it incurs or earn an adequate rate
equipment, limit the use of certain fuels, restrict the of return. In addition, limited categories of costs are
output of certain facilities, or otherwise increase costs. recovered through adjustment charges that are
Significant capital expenditures, operating and other periodically reset to reflect current and projected costs.
costs are associated with compliance with environmental Inability to recover material costs not included in rates
requirements, and these expenditures and costs could or adjustment clauses could have an adverse effect on
become even more significant in the future as a result our, or BGE’s, cash flow and financial position.
of regulatory changes. Energy legislation enacted in Maryland in June

Examples of potential future regulatory changes 2006 and April 2007 mandated that the Maryland PSC
include additional regulation of greenhouse gas review Maryland’s competitive electricity market.
emissions at the federal, regional, and/or state level, Although the settlement agreement reached with the
heightened enforcement of new source review State of Maryland in March 2008 terminated certain
requirements, increased regulation of coal combustion studies relating to the 1999 deregulation settlement, the
by-products, and mandated investment in maximum State of Maryland is still undertaking a review of the
achievable control technology or renewable energy Maryland electric industry and market structure to
resources. One or more of these changes could increase consider various options for providing standard offer
our compliance and operating costs or require service to residential customers, including re-regulation.
significant commitments of capital. We cannot at this time predict the final outcome of this

We are subject to liability under environmental review or how such outcome may affect our, or BGE’s
laws for the costs of remediating environmental financial results, but it could be material.
contamination. Remediation activities include the The Dodd-Frank Wall Street Reform and
cleanup of current facilities and former properties, Consumer Protection Act provides for a new regulatory
including manufactured gas plant operations and offsite regime for derivatives. Final regulations may address
waste disposal facilities. The remediation costs could be collateral requirements, exchange margin cash postings,
significantly higher than the liabilities recorded by us. and other aspects of derivative transactions, which if
Also, our subsidiaries are currently involved in applicable to us despite being an end user of derivatives,
proceedings relating to sites where hazardous substances could require us to post additional cash collateral or

otherwise have a material adverse effect on our business.
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We are also subject to mandatory reliability development of regulation or legislation in these
standards enacted by the North American Electric markets or the ultimate effect that this changing
Reliability Corporation (NERC) and enforced by the regulatory environment will have on our business.
FERC. Compliance with the mandatory reliability If competitive restructuring of the electric and
standards may subject us to higher operating costs and natural gas markets is reversed, discontinued, restricted,
may result in increased capital expenditures. If we are or delayed, or if legislative or regulatory proposals are
found to be in noncompliance with the mandatory implemented in a manner adverse to us, our business
reliability standards, we could be subject to sanctions, prospects and financial results could be negatively
including substantial monetary penalties. The State of impacted.
Maryland also is considering legislative or regulatory

Our financial results may be harmed ifchanges that would impose reliability and quality of
transportation and transmission availability isservice standards on electric and gas companies,
limited or unreliable.including penalties for failure to meet those standards.
We have business operations throughout the UnitedFurther, federal and/or state regulatory approval
States and in Canada. As a result, we depend onmay be necessary for us to complete transactions. As
transportation and transmission facilities owned andpart of the regulatory approval process, governmental
operated by utilities and other energy companies toentities may impose terms and conditions on the
deliver the electricity, natural gas and other relatedtransaction or our business that are unfavorable or add
products we sell to the wholesale and retail markets, assignificant additional costs to our future operations.
well as the natural gas and coal we purchase to supplyThe regulatory and legislative process may restrict
some of our generating facilities. If transportation orour ability to grow earnings in certain parts of our
transmission is disrupted or capacity is inadequate, ourbusiness, cause delays in or affect business planning and
ability to sell and deliver products may be hindered.transactions and increase our, or BGE’s, costs.
Such disruptions could also hinder our ability to
provide electricity, coal, or natural gas to our customersWe operate in competitive segments of the
or power plants and may materially adversely affect ourelectric and gas industries created by federal

and state restructuring initiatives. If competitive financial results.
restructuring of the electric or gas industries is
reversed, discontinued, restricted, or delayed, BGE’s electric and gas infrastructure may require
our business prospects and financial results significant expenditures to maintain and is
could be materially adversely affected. subject to operational failure, which could result
The regulatory environment applicable to the electric in potential liability.
and natural gas industries has undergone substantial Much of BGE’s electric and gas operational systems and
changes as a result of restructuring initiatives at both infrastructure, such as gas mains and pipelines and
the state and federal levels. These initiatives have had a electric transmission and distribution equipment, has
significant impact on the nature of the electric and been in service for many years. Older equipment, even
natural gas industries and the manner in which their if maintained in accordance with good utility practices,
participants conduct their businesses. We have targeted is subject to operational failure, including due to events
the competitive segments of the electric and natural gas that are beyond BGE’s control, and may require
industries created by these initiatives. significant expenditures to operate efficiently.

Energy companies have been under increased Operational failure could result in potential liability if
scrutiny by state legislatures, regulatory bodies, capital such failure results in damage to property or injury to
markets, and credit rating agencies. This increased individuals. As a result, electric and gas infrastructure
scrutiny could lead to substantial changes in laws and expenditures and operational failure of equipment could
regulations affecting us, including modifications to the have an adverse effect on our, or BGE’s, financial
auction processes in competitive markets and new results.
accounting standards that could change the way we are
required to record revenues, expenses, assets, and Our NewEnergy business has contractual

obligations to certain customers to provide fullliabilities. Proposals in the State of Maryland from time
requirements service, which makes it difficult toto time relating to the structure of the electric industry
predict and plan for load requirements and mayin Maryland and various options for re-regulation of the
result in reduced revenues and increasedindustry are examples of how these laws and regulations
operating costs to our business.

can change. In addition, other states are seeking more
Our NewEnergy business has contractual obligations to

direct ways to affect the results of wholesale capacity
certain customers to supply full requirements service to

markets, including legislation adopted in New Jersey
such customers to satisfy all or a portion of their energy

that provides guaranteed cost recovery for the
requirements. The uncertainty regarding the amount of

development of up to 2,000 MWs of generation in
load that our NewEnergy business must be prepared to

exchange for the new generation clearing in the PJM
supply to customers may increase our operating costs.

capacity market. We cannot predict the future
The process of estimating the load requirements of our

21



customers is complicated by potential variability in that such initiatives will be successful and will not
demand resulting from extreme changes in weather and materially adversely affect our financial results.
economic factors affecting our customers. A significant Additionally, as these markets mature, there may be new
under- or over-estimation of load requirements could market entrants or expansion by established competitors
result in our NewEnergy business not having enough that increase competition for customers and resources,
power or having too much power to cover its load which could result in us not achieving our plans and
obligation, in which case it would be required to buy or could have a material adverse effect on our financial
sell power from or to third parties at prevailing market results.
prices. Those prices may not be favorable and thus

A failure in our operational systems orcould reduce our revenues and/or increase our operating
infrastructure, or those of third parties, maycosts and result in the possibility of reduced earnings or
adversely affect our financial results.incurring losses.
Our businesses are dependent upon our operational
systems to process a large amount of data and complexOur financial results may fluctuate on a seasonal
transactions. If any of our financial, accounting, orand quarterly basis or as a result of severe

weather. other data processing systems fail or have other
Our business is affected by weather conditions. Our significant shortcomings, our financial results could be
overall operating results may fluctuate substantially on a adversely affected. Our financial results could also be
seasonal basis, and the pattern of this fluctuation may adversely affected if an employee causes our operational
change depending on the nature and location of any systems to fail, either as a result of inadvertent error or
facility we acquire and the terms of any contract to by deliberately tampering with or manipulating our
which we become a party. Weather conditions directly operational systems. In addition, dependence upon
influence the demand for electricity and natural gas and automated systems may further increase the risk that
affect the price of energy commodities. operational system flaws or employee tampering or

Generally, demand for electricity peaks in winter manipulation of those systems will result in losses that
and summer and demand for gas peaks in the winter. are difficult to detect.
Typically, when winters are warmer than expected and We may also be subject to disruptions of our
summers are cooler than expected, demand for energy is operational systems arising from events that are wholly
lower, resulting in less electric and gas consumption or partially beyond our control (for example, natural
than forecasted. Depending on prevailing market prices disasters, acts of terrorism, epidemics, computer viruses
for electricity and gas, these and other unexpected and telecommunications outages). Third party systems
conditions may reduce our revenues and results of on which we rely could also suffer operational system
operations. First and third quarter financial results, in failure. Any of these occurrences could disrupt one or
particular, are substantially dependent on weather more of our businesses, result in potential liability or
conditions, and may make period comparisons less reputational damage or otherwise have an adverse affect
relevant. on our financial results.

Severe weather can be destructive, causing outages
Our ability to successfully identify, complete andand/or property damage. This could require us to incur
integrate acquisitions is subject to significantadditional costs. Catastrophic weather, such as
risks, including the effect of increasedhurricanes, could impact our or our customers’
competition.operating facilities, communication systems and
We are likely to encounter significant competition fortechnology. Unfavorable weather conditions may have a
acquisition opportunities that may become available. Inmaterial adverse effect on our financial results.
addition, we may be unable to identify attractive
acquisition opportunities at favorable prices, to secureInvestment in new business initiatives and
the financing necessary to undertake them, or tomarkets may not be successful.
successfully and timely complete and integrate them.Our NewEnergy business has sought to invest in new
Specifically, we intend to continue to pursue thebusiness initiatives and actively participate in new
acquisition of new generating plants in regions wheremarkets. These include, but are not limited to,
we have significant retail and wholesale customer supplyunconventional oil and gas exploration and production,
operations. Acquired plants may not generate theresidential retail power and gas sales, solar and wind
projected rates of return or sufficiently matchgeneration, and managed load response. Such initiatives
generation capacity with retail and wholesale customermay involve significant risks and uncertainties,
supply operations volumes causing an increase inincluding distraction of management from current
collateral requirements. If we cannot identify, completeoperations, inadequate return on capital, and
and integrate acquisitions successfully, our business,unidentified issues not discovered in the diligence
results of operations and financial condition could beperformed prior to launching an initiative or entering a
adversely affected.market. Due to these risks, no assurance can be given
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War, threats of terrorism and catastrophic events contractual obligations at the time of a downgrade, we
may impact the results of our operations in could be required to post collateral in an amount that
unpredictable ways. exceeds our available liquidity. Some of the factors that
We cannot predict the impact that any future act of affect credit ratings are cash flows, liquidity, the amount
war, terrorist attack, or catastrophic event might have of debt as a component of total capitalization, and
on the energy industry in general and on our business political, legislative, and regulatory events.
in particular. In addition, any retaliatory military strikes
or sustained military campaign may affect our We are subject to employee workforce factors
operations in unpredictable ways, such as changes in that could affect our businesses and financial
insurance markets and disruptions of fuel supplies and results.
markets, particularly oil. The possibility alone that We are subject to employee workforce factors, including
infrastructure facilities, such as electric generation, loss or retirement of key executives or other employees,
electric and gas transmission and distribution facilities availability of qualified personnel, collective bargaining
would be direct targets of, or indirect casualties of, an agreements with union employees, and work stoppage
act of terror, war, or a catastrophic event may affect our that could affect our financial results. In particular, our
operations. Furthermore, these catastrophic events could competitive energy businesses are dependent, in part, on
compromise the physical or cyber security of our recruiting and retaining personnel with experience in
facilities, which could adversely affect our ability to sophisticated energy transactions and the functioning of
manage our business effectively. complex wholesale markets.

Such activity may have an adverse effect on the
United States economy in general. A lower level of Item 2. Properties
economic activity might result in a decline in energy Constellation Energy occupies approximately 856,000
consumption, which may adversely affect our financial square feet of leased and owned office space in North
results or restrict our future growth. Instability in the America, which includes its corporate offices in
financial markets as a result of war, threats of terrorism, Baltimore, Maryland. We describe our electric
and catastrophic events may affect our stock price and generation properties on the next page. We also have
our ability to raise capital. leases for other offices and services located in the

In addition, we maintain a level of insurance Baltimore metropolitan region, and for various real
coverage consistent with industry practices against property and facilities relating to our generation
property and casualty losses subject to unforeseen projects.
occurrences or catastrophic events that may damage or BGE owns its principal headquarters building
destroy assets or interrupt operations. Furthermore, in located in downtown Baltimore. BGE also leases
the event of a severe disruption resulting from war, approximately 16,670 square feet of office space. In
threats of terrorism, and catastrophic events, we have addition, BGE owns propane air and liquefied natural
contingency plans and employ crisis management to gas facilities as discussed in Item 1. Business—Gas
respond and recover operations. Despite these measures, Business section.
there may be events beyond our control that may BGE also has rights-of-way to maintain 26-inch
severely impact operations and affect financial natural gas mains across certain Baltimore City-owned
performance. property (principally parks) which expired in 2004.

BGE is in the process of renewing the rights-of-way
A downgrade in our credit ratings could with Baltimore City for an additional 25 years. The
negatively affect our ability to access capital expiration of the rights-of-way does not affect BGE’s
and/or operate our wholesale and retail ability to use the rights-of-way during the renewal
NewEnergy business.

process.We rely on access to capital markets as a source of
BGE has electric transmission and electric and gasliquidity for capital requirements not satisfied by

distribution lines located:operating cash flows. If any of our credit ratings were to ♦ in public streets and highways pursuant tobe downgraded, especially below investment grade, our
franchises, andability to raise capital on favorable terms, including in ♦ on rights-of-way secured for the most part bythe commercial paper markets, if available, could be
grants from owners of the property.hindered, and our borrowing costs would increase.

We believe we have satisfactory title to our powerAdditionally, the business prospects of our wholesale
project facilities in accordance with standards generallyand retail NewEnergy business, which in many cases
accepted in the energy industry, subject to exceptions,rely on the creditworthiness of Constellation Energy,
which in our opinion, would not have a materialwould be negatively impacted. In this regard, we have
adverse effect on the use or value of the facilities.certain agreements that contain provisions that would

Our NewEnergy business owns several natural gasrequire us to post additional collateral upon a credit
producing properties.rating downgrade. Based on market conditions and
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The following table describes our generating facilities:

At December 31, 2010

2010
Capacity Capacity

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

Calvert Cliffs Unit 1 (1) Calvert Co., MD 855 50.0 428 90.0 Nuclear
Calvert Cliffs Unit 2 (1) Calvert Co., MD 850 50.0 425 97.2 Nuclear
Nine Mile Point Unit 1 (1) Scriba, NY 620 50.0 310 97.5 Nuclear
Nine Mile Point Unit 2 (1) Scriba, NY 1,138 41.0 467 89.7 Nuclear
R.E. Ginna (1) Ontario, NY 581 50.0 291 97.2 Nuclear
Brandon Shores Anne Arundel Co., MD 1,273 100.0 1,273 54.1 Coal
H. A. Wagner Anne Arundel Co., MD 976 100.0 976 19.2 Coal/Oil/Gas
C. P. Crane Baltimore Co., MD 399 100.0 399 24.2 Oil/Coal
Keystone Armstrong and Indiana Cos., PA 1,711 21.0 359(5) 90.4 Coal
Conemaugh West Moreland Co., PA 1,711 10.6 181(5) 81.1 Coal
Perryman Harford Co., MD 347 100.0 347 2.2 Oil/Gas
Riverside Baltimore Co., MD 228 100.0 228 0.7 Oil/Gas
Handsome Lake Rockland Twp, PA 268 100.0 268 2.7 Gas
Notch Cliff Baltimore Co., MD 101 100.0 101 2.0 Gas
Westport Baltimore City, MD 116 100.0 116 0.5 Gas
Gould Street Baltimore City, MD 97 100.0 97 2.6 Gas
Philadelphia Road Baltimore City, MD 61 100.0 61 0.5 Oil
Safe Harbor Safe Harbor, PA 417 66.7 278 27.1 Hydro
Criterion Oakland, MD 70 100.0 70 2.5 Wind
Grande Prairie Alberta, Canada 93 100.0 93 8.4 Gas
West Valley Salt Lake City, UT 200 100.0 200 10.6 Gas
Hillabee Energy Center Alexander City, Alabama 740 100.0 740 36.8 Gas
Colorado Bend Energy Center Wharton, Texas 550 100.0 550 17.0 Gas
Quail Run Energy Center (2) Odessa, Texas 550 100.0 550 15.3 Gas
Panther Creek Nesquehoning, PA 80 50.0 40 96.6 Waste Coal
Colver Colver Township, PA 102 25.0 26 99.2 Waste Coal
Sunnyside Sunnyside, UT 51 50.0 26 84.5 Waste Coal
ACE Trona, CA 102 31.1 32 88.0 Coal
Jasmin Kern Co., CA 35 50.0 18 87.7 Coal
POSO Kern Co., CA 35 50.0 18 92.0 Coal
Rocklin Placer Co., CA 24 50.0 12 80.6 Biomass
Fresno Fresno, CA 24 50.0 12 83.6 Biomass
Chinese Station Jamestown, CA 22 45.0 10 58.6 Biomass
Malacha Muck Valley, CA 32 50.0 16 10.6 Hydro
Constellation Solar (6) Various 9 100.0 9 — Solar
SEGS IV Kramer Junction, CA 33 12.2 4 27.1 Solar
SEGS V Kramer Junction, CA 24 4.2 1 33.0 Solar
SEGS VI Kramer Junction, CA 34 8.8 3 28.4 Solar

Total Generating Facilities (3)(4) 14,559 9,030

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

(2) On December 30, 2010, we signed an agreement to sell the Quail Run Energy Center to High Plains Diversified Energy
Corporation (HPDEC) for $185.3 million. The agreement is contingent upon HPDEC obtaining financing through the
sale of municipal bonds.

(3) The sum of the individual plant capacity megawatts may not equal the total due to the effects of rounding.
(4) Capacity figures represent summer seasonal claimed capacity amounts. For units with power purchase agreements, we use

the contract capacity.
(5) Reflects our proportionate interest in and entitlement to capacity from Keystone and Conemaugh, which include 2 MW of

diesel capacity for Keystone and 1 MW of diesel capacity for Conemaugh.
(6) Constellation Solar is our operation that constructs, owns, and operates solar facilities.

In January 2011, we completed the acquisition of Boston Generating’s 2,950MW nameplate capacity (2,656 MW
of summer seasonal claimed capacity) fleet of generating plants: four natural gas-fired plants, including Mystic 8 and 9
(1,580 MW), Fore River (787 MW), and Mystic 7 (574 MW) as well as a fuel oil plant, Mystic Jet (9 MW). After
this acquisition, our total summer seasonal claimed capacity owned increased to approximately 11,686 MW.

In December 2009, we were selected by the State of Maryland to develop an approximately 17 MW solar
photovoltaic power installation in Emmitsburg, Maryland. This $60 million solar facility will be constructed, owned,
operated and maintained by us. We expect the project to be completed by December 2012.
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As of December 31, 2010, we also have a 50% ownership interest in a waste coal processing facility located in
Hazelton, Pennsylvania.

Item 3. Legal Proceedings
We discuss our legal proceedings in Note 12 to Consolidated Financial Statements.

Item 4. [Removed and Reserved]

Executive Officers of the Registrant
Other Offices or Positions Held During Past

Name Age Present Office Five Years

Mayo A. Shattuck III 56 Chairman of the Board (since July 2002), Chairman of the Board of Baltimore Gas and
President and Chief Executive Officer (since Electric Company
November 2001) of Constellation Energy

Michael J. Wallace (1) 63 Vice Chairman (since March 2008), Executive President and Chief Executive Officer—
Vice President (since January 2004) and Chief Constellation Energy Nuclear Group, LLC
Operating Officer (since May 2009) of
Constellation Energy

Henry B. Barron 60 Executive Vice President of Constellation Chief Nuclear Officer of Constellation Energy
Energy (since April 2008); and President and Nuclear Group; and Group Executive and Chief
Chief Executive Officer (since September 2008) Nuclear Officer—Duke Energy
of Constellation Energy Nuclear Group

James L. Connaughton 49 Executive Vice President, Corporate Affairs, Chairman of the White House Council on
Public and Environmental Policy (since Environmental Quality and Director of the
February 2009) White House Office of Environmental Policy

Paul J. Allen 59 Senior Vice President (since January 2004) and None
Chief Environmental Officer (since June 2007)
of Constellation Energy

Charles A. Berardesco 52 Senior Vice President (since October 2008), Vice President and Deputy General Counsel—
General Counsel (since October 2008) and Constellation Energy; and Associate General
Corporate Secretary (since July 2004) of Counsel—Constellation Energy
Constellation Energy

Brenda L. Boultwood 46 Senior Vice President and Chief Risk Officer of Global Head of Strategy and Global Head of
Constellation Energy (since January 2008) Derivative Services, Alternative Investment

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

Kenneth W. DeFontes, Jr. 60 Senior Vice President of Constellation Energy None
(since October 2004); and President and Chief
Executive Officer of Baltimore Gas and Electric
Company (since October 2004)

Andrew L. Good 43 Senior Vice President, Corporate Strategy and Senior Vice President and Chief Financial
Development of Constellation Energy (since Officer—Constellation Energy Resources;
November 2009) Senior Vice President and Chief Financial

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

Kathleen W. Hyle 52 Senior Vice President of Constellation Energy Senior Vice President, Finance, and Chief
(since September 2005); and Chief Operating Financial Officer—Constellation Energy
Officer of Constellation Energy Resources (since Nuclear Group; Chief Financial Officer—
November 2008) UniStar Nuclear Energy; Senior Vice President,

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

Mary L. Lauria 46 Senior Vice President and Chief Human Vice President and Chief Talent Officer—
Resources Officer of Constellation Energy (since Constellation Energy; Vice President, Talent
October 2010) Management and Leadership Development—

Wyeth; Director, Global Talent Management—
Johnson & Johnson

Jonathan W. Thayer 39 Senior Vice President and Chief Financial Vice President and Managing Director,
Officer of Constellation Energy (since October Corporate Strategy and Development—
2008) Constellation Energy; Treasurer—Constellation

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

(1) Mr. Wallace will retire from Constellation Energy effective April 2011.

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

Quarterly dividends were declared on our commonStock Trading
Constellation Energy’s common stock is traded under stock during 2010 and 2009 in the amounts set forth
the ticker symbol CEG. It is listed on the New York below.
and Chicago stock exchanges. BGE pays dividends on its common stock after its

As of January 31, 2011, there were 33,239 Board of Directors declares them. However, pursuant to
common shareholders of record. the order issued by the Maryland PSC on October 30,

2009 in connection with its approval of the transaction
Dividend Policy with EDF, BGE cannot pay common dividends to
Constellation Energy pays dividends on its common Constellation Energy if (a) after the dividend payment,
stock after its Board of Directors declares them. There BGE’s equity ratio would be below 48% as calculated
are no contractual limitations on Constellation Energy under the Maryland PSC’s ratemaking precedents or
paying common stock dividends, unless Constellation (b) BGE’s senior unsecured credit rating is rated by two
Energy elects to defer interest payments on the 8.625% of the three major credit rating agencies below
Series A Junior Subordinated Debentures due June 15,

investment grade. There are no other limitations on
2063, and any deferred interest remains unpaid.

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

♦ any dividends (and any redemption payments)In January 2011, we announced a quarterly
due on BGE’s preference stock have not beendividend of $0.24 per share payable April 1, 2011 to
paid.holders of record at the close of business on March 10,

2011. This is equivalent to an annual rate of $0.96 per
share.

Common Stock Dividends and Price Ranges

2010 2009

Price PriceDividend Dividend
Declared High Low Declared High Low

First Quarter $0.24 $36.99 $31.08 $0.24 $27.97 $15.05
Second Quarter 0.24 38.73 32.09 0.24 28.05 20.18
Third Quarter 0.24 35.10 28.21 0.24 33.37 25.76
Fourth Quarter 0.24 33.18 27.64 0.24 36.55 30.24

Total $0.96 $0.96

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

Total Number
of Shares Maximum Dollar

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

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

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

October 1 - October 31, 2010 113 $32.34 — —
November 1 - November 30, 2010 — — — —
December 1 - December 31, 2010 92,643 30.84 — —

Total 92,756 $30.84 — —

(1) Represents shares surrendered by employees to satisfy tax withholding obligations on vested restricted stock and restricted
stock units.

26



Item 6. Selected Financial Data
Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

2010 2009 2008 2007 2006

(In millions, except per share amounts)
Summary of Operations

Total Revenues $14,340.0 $15,598.8 $19,741.9 $21,185.1 $19,271.1
Total Expenses 15,853.8 14,588.5 20,821.9 19,858.8 18,025.2
Equity investment earnings (losses) 25.0 (6.1) 76.4 8.1 13.8
Gain on Sale of Interest in CENG — 7,445.6 — — —
Net Gain (Loss) on Divestitures 245.8 (468.8) 25.5 — 73.8

(Loss) Income From Operations (1,243.0) 7,981.0 (978.1) 1,334.4 1,333.5
Gains on Sales of CEP LLC equity — — — 63.3 28.7
Other (Expense) Income (76.7) (140.7) (69.5) 157.4 66.8
Fixed Charges 277.8 350.1 349.1 292.4 315.5

(Loss) Income Before Income Taxes (1,597.5) 7,490.2 (1,396.7) 1,262.7 1,113.5
Income Tax (Benefit) Expense (665.7) 2,986.8 (78.3) 428.3 351.0

(Loss) Income from Continuing Operations and Before
Cumulative Effects of Changes in Accounting Principles (931.8) 4,503.4 (1,318.4) 834.4 762.5
(Loss) Income from Discontinued Operations, Net of Income

Taxes — — — (0.9) 187.8

Net (Loss) Income $ (931.8) $ 4,503.4 $ (1,318.4) $ 833.5 $ 950.3
Net Loss (Income) Attributable to Noncontrolling Interests and

BGE Preference Stock Dividends 50.8 60.0 (4.0) 12.0 13.9

Net (Loss) Income Attributable to Common Stock $ (982.6) $ 4,443.4 $ (1,314.4) $ 821.5 $ 936.4

(Loss) Earnings Per Common Share from Continuing
Operations and Before Cumulative Effects of Changes in
Accounting Principles Assuming Dilution $ (4.90) $ 22.19 $ (7.34) $ 4.51 $ 4.12
(Loss) Income from Discontinued Operations — — — (0.01) 1.04

(Loss) Earnings Per Common Share Assuming Dilution $ (4.90) $ 22.19 $ (7.34) $ 4.50 $ 5.16

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

Summary of Financial Condition
Total Assets $20,018.5 $23,544.4 $22,284.1 $21,742.3 $21,801.6

Current Portion of Long-Term Debt $ 305.3 $ 56.9 $ 2,591.5 $ 380.6 $ 878.8

Capitalization:
Long-Term Debt $ 4,448.8 $ 4,814.0 $ 5,098.7 $ 4,660.5 $ 4,222.3
Noncontrolling Interests 88.8 75.3 20.1 19.2 94.5
BGE Preference Stock Not Subject to Mandatory

Redemption 190.0 190.0 190.0 190.0 190.0
Common Shareholders’ Equity 7,829.2 8,697.1 3,181.4 5,340.2 4,609.3

Total Capitalization $12,556.8 $13,776.4 $ 8,490.2 $10,209.9 $ 9,116.1

Financial Statistics at Year End
Ratio of Earnings to Fixed Charges N/A 14.76 N/A 3.84 4.05
Book Value Per Share of Common Stock $ 39.19 $ 43.27 $ 15.98 $ 29.93 $ 25.54

N/A—Calculation is not applicable as a result of the net loss for 2010 and 2008.

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

2010 2009 2008 2007 2006

(In millions)
Summary of Operations

Total Revenues $3,461.7 $3,579.0 $3,703.7 $3,418.5 $3,015.4
Total Expenses 3,107.5 3,310.6 3,521.2 3,084.2 2,646.3

Income From Operations 354.2 268.4 182.5 334.3 369.1
Other Income 20.8 25.4 29.6 26.9 6.0
Fixed Charges 130.3 139.3 139.9 125.3 102.6

Income Before Income Taxes 244.7 154.5 72.2 235.9 272.5
Income Taxes 97.1 63.8 20.7 96.0 102.2

Net Income 147.6 90.7 51.5 139.9 170.3
Preference Stock Dividends 13.2 13.2 13.2 13.2 13.2

Net Income Attributable to Common Stock before
Noncontrolling Interests $ 134.4 $ 77.5 $ 38.3 $ 126.7 $ 157.1

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

Net Income Attributable to Common Stock $ 134.4 $ 84.8 $ 38.3 $ 126.6 $ 157.1

Summary of Financial Condition
Total Assets $6,667.3 $6,453.1 $6,086.2 $5,783.0 $5,140.7

Current Portion of Long-Term Debt $ 81.7 $ 56.5 $ 90.0 $ 375.0 $ 258.3

Capitalization
Long-Term Debt $2,059.9 $2,141.4 $2,197.7 $1,862.5 $1,480.5
Noncontrolling Interest — 17.6 16.9 16.8 16.7
Preference Stock Not Subject to Mandatory

Redemption 190.0 190.0 190.0 190.0 190.0
Common Shareholder’s Equity 2,073.2 1,938.8 1,538.2 1,671.7 1,651.5

Total Capitalization $4,323.1 $4,287.8 $3,942.8 $3,741.0 $3,338.7

Financial Statistics at Year End
Ratio of Earnings to Fixed Charges 2.80 2.07 1.50 2.84 3.60
Ratio of Earnings to Fixed Charges and Preferred and

Preference Stock Dividends 2.41 1.80 1.33 2.42 2.99

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

Introduction and Overview Strategy
Constellation Energy Group, Inc. (Constellation Energy) is an Our strategy is to provide innovative and risk-mitigating energy
energy company that conducts its business through various products and solutions to North American wholesale and retail
subsidiaries and joint ventures organized around three business customers. Overall, we strive to serve our customers with diverse
segments: a generation business (Generation), a customer supply products and solutions to meet their energy needs.
business (NewEnergy), and Baltimore Gas and Electric Company In executing this strategy, we leverage our core strengths of:
(BGE). We describe our operating segments in Note 3 to ♦ maintaining and growing strong and diverse supply
Consolidated Financial Statements. relationships with retail and wholesale customers,

This report is a combined report of Constellation Energy ♦ owning, developing, operating, and contracting for
and BGE. References in this report to ‘‘we’’ and ‘‘our’’ are to generation assets,
Constellation Energy and its subsidiaries, collectively. References ♦ integrating our expertise in managing physical and
in this report to the ‘‘regulated business(es)’’ are to BGE. We financial risks, and
discuss our business in more detail in Item 1. Business section ♦ providing reliable, regulated utility service to customers.
and the risk factors affecting our business in Item 1A. Risk Our NewEnergy business focuses on sales of electricity,
Factors section. natural gas, and related products to various customers, including

In this discussion and analysis, we will explain the general distribution utilities, municipalities, cooperatives, and
financial condition of and the results of operations for commercial, industrial, governmental, and residential customers
Constellation Energy and BGE including: in competitive markets. The retail NewEnergy customer supply

♦ factors which affect our businesses, operation combines a unified sales force with a customer-centric
♦ our earnings and costs in the periods presented, model that leverages technology to broaden the range of
♦ changes in earnings and costs between periods, products and services we offer, which we believe promotes
♦ sources of earnings, stronger customer relationships. This model focuses on efficiency
♦ impact of these factors on our overall financial and cost reduction, which we believe will provide a platform

condition, that is scalable and able to capitalize on opportunities for future
♦ expected sources of cash for future capital expenditures, growth.
♦ our net available liquidity and collateral requirements, NewEnergy obtains energy from both owned and

and contracted supply resources and actively manages these physical
♦ expected future expenditures for capital projects. and contractual assets in order to derive incremental value.
As you read this discussion and analysis, refer to our Additionally, NewEnergy is involved in the development,

Consolidated Statements of Income (Loss), which present the exploration and exploitation of natural gas properties.
results of our operations for 2010, 2009, and 2008. We analyze Our Generation business has a fleet of plants that is
and explain the differences between periods in the specific line strategically located in markets that support our customer-facing
items of our Consolidated Statements of Income (Loss). business and includes various fuel types, such as coal, natural

We have organized our discussion and analysis as follows: gas, oil, nuclear, and renewable sources. We generally have load
♦ First, we discuss our strategy. obligations greater than our generation output. Going forward,
♦ Then, we describe the business environment in which we intend to invest in generation assets in the markets where we

we operate including how recent events, regulation, serve load to provide a more efficient and balanced profile
weather, and other factors affect our business. between our generation production and our customer load

♦ Next, we discuss our critical accounting policies. These obligations.
are the accounting policies that are most important to Our strategy is enabled by a fleet of generation facilities
both the portrayal of our financial condition and results and our risk management capabilities. This combination of our
of operations and require management’s most difficult, Generation and NewEnergy businesses also allows us to operate
subjective or complex judgment. in a manner so we can minimize our collateral requirements. We

♦ We highlight significant events that are important to discuss our collateral requirements in the Collateral section.
understanding our results of operations and financial BGE, our regulated utility located in central Maryland,
condition. provides standard offer service and distributes electricity and gas

♦ We review our results of operations beginning with an to customers. BGE is also focusing on enhancing reliability and
overview of our total company results, followed by a customer satisfaction, and is implementing customer demand
more detailed review of those results by operating response initiatives, including a comprehensive smart grid
segment. initiative and a full portfolio of conservation programs.

♦ We review our financial condition addressing our The ability of energy consumers to choose their supplier,
sources and uses of cash, security ratings, capital regulatory change, and energy market conditions significantly
resources, capital requirements, commitments, and impact our business. In response, we regularly evaluate our
off-balance sheet arrangements. strategies to improve our competitive position. We actively

♦ We conclude with a discussion of our exposure to anticipate and adapt to the business environment and regulatory
various market risks. changes that impact our industry. We are committed to

maintaining a strong balance sheet and investment-grade credit
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quality by making disciplined investment and capital receivables is a regulated rate which is intended to cover BGE’s
management decisions to support our strategic initiatives in an costs associated with purchasing these receivables, such as
efficient and effective manner. uncollectibles, and is subject to an annual true-up to reflect

actual costs.
Business Environment

Order Approving Membership Interest Sale in CENG to EDFVarious factors affect our financial results. We discuss some of
In October 2009, the Maryland PSC issued an order approvingthese factors in more detail in Item 1. Business—Competition
the sale of a 49.99% membership interest in CENG to EDFsection. We also discuss these various factors in the Forward
subject to the following conditions, with which bothLooking Statements and Item 1A. Risk Factors sections.
Constellation Energy and EDF complied or are complying:Throughout 2008, volatility in the financial markets

♦ Constellation Energy funded a one-time, $100 perintensified, leading to dramatic declines in equity and
customer distribution rate credit for BGE residentialcommodity prices and substantially reduced liquidity in the
customers totaling $112.4 million in the fourth quartercredit markets. Most equity indices declined significantly, the
of 2009. Constellation Energy made a $66 millioncost of credit default swaps and bond spreads increased
equity contribution to BGE in December 2009 to fundsubstantially, and credit markets effectively ceased to be
the after-tax amount of the rate credit as ordered by theaccessible for all but the most highly rated borrowers. In 2009
Maryland PSC.and 2010, markets in which we operate were affected by

♦ Constellation Energy was required to make adeclining prices for power, gas, and capacity. We discuss the
$250 million cash capital contribution to BGE by noimpact of declining commodity prices on our future earnings in
later than June 30, 2010. Constellation Energy mademore detail in the Generation Results section.
this equity contribution to BGE in December 2009.During 2009 and 2010, we improved our liquidity and

♦ BGE will not pay common dividends to Constellationreduced our business risk in response to these market events. We
Energy if:discuss our liquidity and collateral requirements in the Financial
♦ after the dividend payment, BGE’s equity ratioCondition section. We continue to actively manage our credit

would be below 48% as calculated pursuant to therisk to attempt to reduce the impact of a potential counterparty
Maryland PSC’s ratemaking precedents, ordefault. We discuss our customer (counterparty) credit and other

♦ BGE’s senior unsecured credit rating is rated byrisks in more detail in the Risk Management section.
two of the three major credit rating agencies belowCompetition also impacts our business. We discuss
investment grade.competition in more detail in Item 1. Business—Competition

♦ BGE was prohibited from filing an electric and/or gassection.
distribution rate case at any time prior to January 2010The impacts of electric competition on BGE in Maryland
and was ordered not to file a subsequent electric and/orare discussed in Item 1. Business—Baltimore Gas and Electric
gas distribution rate case until January 2011. Any rateCompany—Electric Business—Electric Competition section.
increase in the first electric distribution rate case was

Regulation—Maryland capped at 5% as agreed to by Constellation Energy in
Maryland PSC its 2008 settlement with the State of Maryland and the
In addition to competition, which we discuss in Item 1. Maryland PSC. In May 2010, BGE filed an electric and
Business—Baltimore Gas and Electric Company—Electric gas distribution rate case with the Maryland PSC and
Business—Electric Competition section, regulation by the Maryland the Maryland PSC issued its order on the case in
Public Service Commission (Maryland PSC) significantly December 2010. We discuss this matter further in the
influences BGE’s businesses. The Maryland PSC determines the Base Rates section below.
rates that BGE can charge customers of its electric distribution ♦ Constellation Energy is limited to allocating no more
and gas businesses. The Maryland PSC incorporates into BGE’s than 31% of its holding company costs to BGE until
standard offer service rates the transmission rates determined by the Maryland PSC reviews such cost allocations in the
the Federal Energy Regulatory Commission (FERC). BGE’s context of BGE’s next rate case.
electric rates are shown on customer billings as separate ♦ Constellation Energy and BGE implemented ‘‘ring
components for delivery service (i.e. base rates), electric supply fencing’’ measures in February 2010 designed to provide
(commodity charge and transmission), and certain taxes and bankruptcy protection and credit rating separation of
surcharges. The rates for BGE’s regulated gas business continue BGE from Constellation Energy. Such measures include
to consist of a delivery charge (base rates as well as certain taxes the formation of a new special purpose subsidiary by
and surcharges) and a commodity charge. Constellation Energy to hold all of the common equity

interests in BGE.
Purchase of Supplier Receivables
Effective July 15, 2010, BGE, pursuant to Maryland PSC Maryland Settlement Agreement
requirements, began to purchase receivables at a discount from In March 2008, Constellation Energy, BGE, and a Constellation
third party competitive energy suppliers that provide our Energy affiliate entered into a settlement agreement with the
customers electricity and/or gas. The discount rate applied to the State of Maryland, the Maryland PSC and certain State of
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Maryland officials to resolve pending litigation and to settle make them less restrictive with respect to certain capital
other prior legal, regulatory, and legislative issues. On April 24, stock acquisition transactions.
2008, the Governor of Maryland signed enabling legislation, ♦ Constellation Energy elected two independent directors
which became effective on June 1, 2008. Pursuant to the terms to the Board of Directors of BGE within the required
of the settlement agreement: six months from the execution of the settlement

♦ Each party acknowledged that the agreements adopted agreement.
in 1999 relating to Maryland’s electric restructuring law
are final and binding and the Maryland PSC closed Base Rates
ongoing proceedings relating to the 1999 settlement. Base rates are the rates the Maryland PSC allows BGE to charge

♦ BGE provided its residential electric customers its customers for the cost of providing them delivery service,
approximately $189 million in the form of a one-time plus a profit. BGE has both electric base rates and gas base rates.
$170 per customer rate credit. We recorded a reduction BGE may ask the Maryland PSC to increase base rates
to ‘‘Electric revenues’’ on our and BGE’s Consolidated from time to time, subject to limitations in the Maryland PSC’s
Statements of Income (Loss) during the second quarter October 2009 order approving our transaction with EDF. The
of 2008 and reduced customers’ bills by the amount of Maryland PSC historically has allowed BGE to increase base
the credit between September and December 2008. rates to recover its utility plant investment and operating costs,

♦ BGE customers were relieved of the potential future plus a profit. Generally, rate increases improve the earnings of
liability for decommissioning Calvert Cliffs Unit 1 and our regulated business because they allow us to collect more
Unit 2, scheduled to begin no earlier than 2034 and revenue. However, rate increases are normally granted based on
2036, respectively, and are no longer obligated to pay a historical data and those increases may not always keep pace
total of $520 million, in 1993 dollars adjusted for with increasing costs. Other parties may petition the Maryland
inflation, pursuant to the 1999 Maryland PSC order PSC to decrease base rates.
regarding the deregulation of electric generation. BGE In May 2010, BGE filed an application for an increase in
will continue to collect the $18.7 million annual nuclear its electric and gas base rates with the Maryland PSC. In August
decommissioning charge from all electric customers 2010, BGE updated its application to request an increase of
through 2016 and continue to rebate this amount to $47.2 million and $30.4 million in its electric and gas base
residential electric customers, as previously required by rates, respectively. The request was based upon an 8.99% rate of
Maryland Senate Bill 1, which was enacted in June return with an 11.65% return on equity and a 52% equity ratio.
2006. While BGE demonstrated the need for a $92.3 million increase

♦ BGE resumed collection of the residential return portion in electric base rates, distribution revenues awarded to BGE in
of the administrative charge included in Standard Offer the case were subject to a 5% cap pursuant to the terms of the
Service (SOS) rates, which had been eliminated under 2008 settlement agreement with the State of Maryland as well as
Senate Bill 1, on June 1, 2008 through May 31, 2010 the Maryland PSC’s order approving the EDF transaction.
without having to rebate it to all residential electric On December 6, 2010, the Maryland PSC issued an
customers. This totaled $37.3 million over this period. abbreviated order authorizing BGE to increase electric
Starting June 1, 2010, BGE has provided all residential distribution rates by no more than $31.0 million and increase
electric customers a credit for the residential return gas distribution rates by no more than $9.8 million for service
component of the administrative charge. This credit will rendered on or after December 4, 2010. The electric distribution
be given to customers through December 31, 2016. rate increase was based upon an 8.06% rate of return with a

♦ Any increase in electric distribution revenue awarded in 9.86% return on equity and a 52% equity ratio. The gas
the first electric distribution rate case filed by BGE after distribution rate increase was based upon a 7.90% rate of return
the settlement was capped at 5% with certain with a 9.56% return on equity and a 52% equity ratio. BGE
exceptions. The agreement does not govern or affect implemented the abbreviated order, will evaluate the
BGE’s ability to recover costs associated with gas rates, comprehensive rate order that the Maryland PSC will issue in
federally approved transmission rates and charges, the near future and will assess its alternatives. BGE cannot
electric riders, tax increases, or increases associated with predict the outcome of this assessment.
standard offer service power supply auctions.

♦ Effective June 1, 2008, BGE implemented revised Revenue Decoupling
depreciation rates for regulatory and financial reporting The Maryland PSC has allowed us to record a monthly
purposes. The revised rates reduced depreciation expense adjustment to our electric distribution revenues from residential
by approximately $14 million in 2008 and and small commercial customers since 2008 and for the majority
$25.2 million in 2009 without impacting distribution of our large commercial and industrial customers since February
rates charged to customers. 2009 to eliminate the effect of abnormal weather and usage

♦ Effective June 1, 2008, Maryland laws governing patterns per customer on our electric distribution volumes,
investments in companies that own and operate thereby recovering a specified dollar amount of distribution
regulated gas and electric utilities were amended to revenues per customer, by customer class, regardless of changes

in consumption levels. This means BGE recognizes revenues at
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Maryland PSC-approved levels per customer, regardless of what Potential Reliability and Quality of Service Standards
actual distribution volumes were for a billing period. Therefore, The State of Maryland is considering legislative and regulatory
while these revenues are affected by customer growth, they will changes that would impose new reliability and quality of service
not be affected by actual weather or usage conditions. We then standards on electric and gas companies, as well as penalties for
bill or credit impacted customers in subsequent months for the failure to meet those standards. We cannot at this time predict
difference between approved revenue levels under revenue the final outcome of this process or how such outcome may
decoupling and actual customer billings. We have a similar affect our, or BGE’s, financial results.
revenue decoupling mechanism in our gas business.

Federal Regulation
FERCDemand Response and Advanced Metering Programs
The FERC has jurisdiction over various aspects of our business,BGE defers costs associated with its demand response programs
including electric transmission and wholesale natural gas andas a regulatory asset and recovers these costs from customers in
electricity sales. BGE transmission rates are updated annuallyfuture periods.
based on a formula methodology approved by FERC. The ratesIn August 2010, the Maryland PSC approved a
also include transmission investment incentives approved bycomprehensive smart grid initiative for BGE which includes the
FERC in a number of orders covering various new transmissionplanned installation of 2 million residential and commercial
investment projects since 2007. We believe that FERC’selectric and gas smart meters at an expected total cost of
continued commitment to fair and efficient wholesale energyapproximately $480 million. The Maryland PSC’s approval
markets should continue to result in improvements toordered BGE to defer the associated incremental costs,
competitive markets across various regions.depreciation and amortization, and an appropriate return, in a

Since 1997, operation of BGE’s transmission system hasregulatory asset until such time as a cost-effective advanced
been under the authority of PJM Interconnection (PJM), themetering system is delivered to customers. Under a grant from
Regional Transmission Organization (RTO) for the Mid-Atlanticthe United States Department of Energy (DOE) BGE is a
region, pursuant to FERC oversight. As the transmissionrecipient of $200 million in federal funding for its smart grid
operator, PJM administers the energy markets and conductsand other related initiatives. This grant allows BGE to be
day-to-day operations of the bulk power system. The liability ofreimbursed for smart grid and other expenditures up to
transmission owners, including BGE, and power generators is$200 million, substantially reducing the total cost of these
limited to those damages caused by the gross negligence of suchinitiatives.
entities.We discuss BGE’s electric load management programs in

In addition to PJM, RTOs exist in other regions of themore detail in Item 1. Business—Baltimore Gas and Electric
country such as the Midwest, New York, Texas, and NewCompany—Electric Load Management. We discuss the associated
England. Similar to PJM, these RTOs also administer the energyregulatory assets in Note 6 to Consolidated Financial Statements.
market for their region and are responsible for operation of the
transmission system and transmission system reliability. OurElectric Standard Offer Service
Generation and NewEnergy businesses participate in theseBGE is obligated by the Maryland PSC to provide market-based
regional energy markets. These markets are continuing tostandard offer service (SOS) to all of its electric customers who
develop, and revisions to market structure are subject to reviewelect not to select a competitive energy supplier. The SOS rates
and approval by FERC. We cannot predict the outcome of anycharged recover BGE’s wholesale power supply costs and include
reviews at this time. However, changes to the structure of thesean administrative fee. The administrative fee includes a
markets could have a material effect on our financial results.shareholder return component and an incremental cost

component. However, BGE is required under the terms of
FERC InitiativesSenate Bill 1 to provide all residential electric customers a credit
Ongoing initiatives at FERC have included a review of itsfor the residential return component of the administrative fee.
methodology for the granting of market-based rate authority toThis credit will be given to customers through December 31,
sellers of electricity. FERC has established interim tests that it2016. Currently, BGE is involved in a Maryland PSC
uses to determine the extent to which companies may haveproceeding to determine the future, on-going structure of the
market power in certain regions. Where FERC finds that marketSOS administrative fee charged to all SOS customers.
power exists, it may require companies to implement measures
to mitigate the market power in order to maintain market-basedGas Commodity Charge
rate authority. We believe that our entities selling wholesaleBGE charges its gas customers separately for the natural gas they
power continue to satisfy FERC’s test for determining whetherpurchase. The price BGE charges for the natural gas is based on
to grant a public utility market-based rate authority.a market-based rates incentive mechanism approved by the

In November 2004, FERC eliminated through and outMaryland PSC. We discuss market-based rates in more detail in
transmission rates between the Midwest Independent Systemthe Regulated Gas Business section and in Note 6 to Consolidated
Operator (MISO) and PJM and put in place Seams EliminationFinancial Statements.
Charge/Cost Adjustment/Assignment (SECA) transition rates,
which are paid by the transmission customers of MISO and
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PJM and allocated among the various transmission owners in the complaint and denied rehearing, and ultimately the
PJM and MISO. The SECA transition rates were in effect from Maryland PSC and New Jersey Board of Public Utilities
December 1, 2004 through March 31, 2006. FERC set for appealed the case to the United States Court of Appeals for the
hearing the various compliance filings that established the level District of Columbia. In February 2011, the court denied the
of the SECA rates and has indicated that the SECA rates are petition for review and held that FERC adequately explained
being recovered from the MISO and PJM transmission why the RPM auction structure was just and reasonable. The
customers subject to refund by the MISO and PJM transmission petitioners could seek to appeal the court’s decision to the
owners. United States Supreme Court. We cannot predict at this time

We are a recipient of SECA payments, payer of SECA whether the petitioners will seek an appeal or the outcome of
charges, and supplier to whom such charges may be shifted. any further proceedings.
Administrative hearings regarding the SECA charges concluded In April 2009, the Attorney General of Connecticut, the
in May 2006, and an initial decision from the FERC Connecticut Department of Public Utilities and Office of
administrative law judge (ALJ) was issued in August 2006. The Consumer Counsel (together, the Connecticut Parties) filed
decision of the ALJ generally found in favor of reducing the complaints at FERC alleging improper energy bidding behavior
overall SECA liability. In May 2010, FERC issued an order since December 1, 2006 by generators located in New York that
approving in part and reversing in part the ALJ decision. The also received capacity payments within ISO-New England. In
FERC order results in additional SECA liabilities being imposed May 2009, the Connecticut Parties filed an amended complaint
on us. In June 2010, we filed a request for rehearing of the asserting that Constellation Energy Commodities Group, Inc.
FERC order on the ALJ decision, as did other interested parties. (CCG) and others received capacity payments while never
The rehearing requests are pending at FERC. In July 2010, BGE intending to perform as capacity resources. The revised
filed a petition for review of FERC’s approval of the SECA allegations assert that certain generators engaged in ‘‘economic
methodology, and this appeal is being held in abeyance pending withholding’’ by submitting energy bids at or near the offer cap.
action by FERC on the pending rehearing requests. In the Since December 2006, CCG has received approximately
interim, PJM and MISO have made filings at FERC to comply $7 million in payments for capacity offered into ISO-New
with the May 2010 decision and to impose charges accordingly. England associated with Constellation Energy’s previously wholly
Depending on the ultimate outcome, the proceeding may have a owned nuclear facilities located in NY. In August 2009, FERC
material effect on our financial results. issued an order setting this matter for a public hearing before an

ALJ to determine the intent of the capacity suppliers (including
CCG) in making their energy offers in ISO-New England. CCGCapacity Markets
actively participated in the proceeding, and in September 2010In general, capacity market design revisions are routinely
the ALJ issued an Initial Decision finding that the Connecticutproposed and considered on an ongoing basis. Such changes are
Parties failed to prove their case and dismissed the complaintsubject to FERC’s review and approval. Currently, we cannot
against CCG. The Initial Decision is pending before FERC forpredict the outcome of these proceedings or the possible effect
approval or modification.on our, or BGE’s, financial results.

Three major, high-voltage transmission lines have beenThrough 2008 and 2009, PJM made several filings at
announced that could enhance significantly the transfer capacityFERC proposing various revisions to its capacity market, or
of the PJM transmission system from west to east. The sitingReliability Pricing Model (RPM), including the determination of
process, both in the states and at FERC, is uncertain, as is thethe cost-of-new-entry (CONE), which is an important
likelihood that one or more of the transmission lines will becomponent in determining the price paid to capacity resources
ultimately constructed. The construction of the transmissionin PJM. PJM also proposed revisions relating to the
lines, which could depress both capacity and energy prices forparticipation of energy efficiency and demand resources, and
generation located in Maryland and elsewhere in the eastern partmarket power and mitigation rules. Some of these matters are
of PJM, could have a material effect on our financial results.still pending at FERC. While recent RPM design changes have

In addition to legal challenges to capacity markets andnot yet had a material effect on our financial results, we cannot
regulatory advocacy before FERC seeking to revise the capacitypredict the outcome of the issues still pending or on any
market structures, states are seeking more direct ways to affectcapacity market design changes that result from new regulatory
the results of wholesale capacity markets. In January 2011, therequirements. Such changes could have a material impact on our
New Jersey legislature adopted legislation that would provide forfinancial results.
guaranteed cost recovery for the development of up to 2,000In May 2008, five state public service commissions,
MWs of new base load or mid-merit generation in exchange forincluding the Maryland PSC, consumer advocates, and others
the requirement that the new generation clear in the PJMfiled a complaint against PJM at the FERC, alleging that the
capacity market. Similarly, the Maryland PSC issued a draftRPM produced unreasonable prices during the period from
Request for Proposals that, subject to an evidentiary hearingJune 1, 2008 through May 31, 2011. The complaint requested
confirming the reliability need for such resources, contemplatesthat FERC establish a refund effective date of June 1, 2008,
having Maryland ratepayers fund the development of newreject the results of the 2007/08 through 2010/11 RPM capacity
generation and to require that eligible new generation clear inauction results, and significantly reduce prices for capacity
the PJM capacity market. Such state efforts are intended tobeginning as of June 1, 2008 through 2011/12. FERC dismissed
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depress capacity prices, and are subject to legal and regulatory authority, including in the case of FERC and the CFTC, the
challenge. Depending on the outcome of these challenges, these authority to impose a penalty of up to $1 million per day per
state efforts could have a material effect on our financial results. violation. We are committed to a culture of compliance and

ensuring compliance with all applicable rules, laws and orders.
Nonetheless, the regulatory agencies engage in either public orNERC Reliability Standards
non-public investigations in response to allegations ofIn compliance with the Energy Policy Act of 2005, FERC has
wrongdoing and we may be involved in certain market activitiesapproved the North American Electric Reliability Corporation
that become subject to investigations. Even where no(NERC) as the national energy reliability organization. NERC
wrongdoing is found, the process of participating in a regulatorywill be responsible for the development and enforcement of
investigation could have a material effect on our business.mandatory reliability and cyber-security standards for the

wholesale electric power system. We are responsible for
Weathercomplying with the standards in the regions in which we
Generation and NewEnergy Businessesoperate. NERC will have the ability to assess financial penalties
Weather conditions in the different regions of North Americafor noncompliance, which could be material.
influence the financial results of our Generation and NewEnergyConcerns over the security of the country’s energy
businesses. Weather conditions can affect the supply of andinfrastructure could lead to additional future rules or regulations
demand for electricity, natural gas, and fuels. Changes in energyrelated to the operation and security requirements of our
supply and demand may impact the price of these energygenerating facilities and electric and gas transmission and
commodities in both the spot market and the forward market,distribution systems, which could have a material impact on our
which may affect our results in any given period. Typically,operations and financial results.
demand for electricity and its price are higher in the summer
and the winter, when weather is more extreme. The demand forFinancial Regulatory Reform
and price of natural gas and oil are higher in the winter.The Dodd-Frank Wall Street Reform and Consumer Protection
However, all regions of North America typically do notAct (Dodd-Frank Act) was enacted in July 2010. While the
experience extreme weather conditions at the same time, thus weDodd-Frank Act is focused primarily on the regulation and
are not typically exposed to the effects of extreme weather in alloversight of financial institutions, it also provides for a new
parts of our business at once.regulatory regime for derivatives, including mandatory clearing

of certain swaps, exchange trading, margin requirements, and
BGEother transparency requirements. The Dodd-Frank Act, however,
Weather affects the demand for electricity and gas for ouralso preserves the ability of end users in our industry to hedge
regulated businesses. Very hot summers and very cold winterstheir risks, which we believe results in the new derivatives
increase demand. Mild weather reduces demand. Weather affectsrequirements not being applicable to us for most of our
residential sales more than commercial and industrial sales,activities. However, there will be several key rulemakings to
which are mostly affected by business needs for electricity andimplement the derivatives requirements, which, depending on
gas. The Maryland PSC has approved revenue decouplingthe final scope of the regulations, could attempt to impose
mechanisms which allow BGE to record monthly adjustments tosignificant obligations on us nonetheless. Final regulations may
the majority of our regulated electric and gas businessaddress collateral requirements and exchange margin cash
distribution revenues to eliminate the effect of abnormal weatherpostings, which if applicable to us despite being an end user of
and usage patterns. We discuss this further in the Regulation—derivatives, could have the effect of increasing collateral
Maryland—Revenue Decoupling, Regulated Electric Business—requirements or the amount of exchange margin cash postings in
Revenue Decoupling and Regulated Gas Business—Revenuelieu of letters of credit currently issued on over-the-counter
Decoupling sections.contracts. These regulations could also result in additional

transactional and compliance costs to the extent they apply to
Other Factorsus, and could impact market liquidity.
A number of other factors significantly influence the level andIn addition to new regulation over derivatives, the
volatility of prices for energy commodities and related derivativeDodd-Frank Act amends the Sarbanes-Oxley Act to permanently
products for our NewEnergy business. These factors include:exempt nonaccelerated filers, including BGE, from the

♦ seasonal, daily, and hourly changes in demand,requirement to obtain an audit report on internal controls over
♦ number of market participants,financial reporting.
♦ extreme peak demands,
♦ available supply resources,Market Oversight
♦ transportation and transmission availability andRegulatory agencies that have jurisdiction over our businesses,

reliability within and between regions,including the FERC and Commodity Future Trading
♦ location of our generating facilities relative to theCommission (CFTC), possess broad enforcement and

location of our load-serving obligations,investigative authority to ensure well functioning markets and to
♦ implementation of new market rules governingprohibit market manipulation or violations of the agencies’ rules

operations of regional power pools,or orders. These agencies also possess significant civil penalty
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♦ procedures used to maintain the integrity of the physical ♦ our reported amounts of assets and liabilities in our
electricity system during extreme conditions, Consolidated Balance Sheets, and

♦ changes in the nature and extent of federal and state ♦ our disclosure of contingent assets and liabilities.
regulations, and These estimates involve judgments with respect to

♦ international supply and demand. numerous factors that are difficult to predict and are beyond
These factors can affect energy commodity and derivative management’s control. As a result, actual amounts could

prices in different ways and to different degrees. These effects materially differ from these estimates.
may vary throughout the country as a result of regional Management believes the accounting policies discussed
differences in: below represent critical accounting policies as defined by the

♦ weather conditions, Securities and Exchange Commission (SEC). The SEC defines
♦ market liquidity, critical accounting policies as those that are both most important
♦ capability and reliability of the physical electricity and to the portrayal of a company’s financial condition and results of

gas systems, operations and require management’s most difficult, subjective,
♦ state and local environmental regulations, or complex judgment, often as a result of the need to make
♦ local transportation systems, and estimates about the effect of matters that are inherently
♦ the nature and extent of electricity competition. uncertain and may change in subsequent periods. We discuss our
Other factors also impact the demand for electricity and gas significant accounting policies, including those that do not

in our regulated businesses. These factors include the number of require management to make difficult, subjective, or complex
customers and usage per customer during a given period. We use judgments or estimates, in Note 1 to Consolidated Financial
these terms later in our discussions of regulated electric and gas Statements.
operations. In those sections, we discuss how these and other

Accounting for Derivatives and Hedging Activitiesfactors affected electric and gas sales during the periods
We utilize a variety of derivative instruments in order to managepresented.
commodity price risk, interest rate risk, and foreign currencyThe number of customers in a given period is affected by
risk. Because of the extensive nature of the accountingnew home and apartment construction and by the number of
requirements that govern both accounting treatment andbusinesses in our service territory.
documentation, as well as the complexity of the transactionsUsage per customer refers to all other items impacting
within the scope of these requirements, management is requiredcustomer sales that cannot be measured separately. These factors
to exercise judgment in several areas, including the following:include the strength of the economy in our service territory.

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

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

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

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

♦ our reported amounts of revenues and expenses in our contract in our financial statements upon delivery or settlement
Consolidated Statements of Income (Loss), under the accrual method of accounting. In contrast, if a

contract is a derivative, we must apply derivative accounting,
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which provides for several possible accounting treatments as We exercise judgment in determining which derivatives
discussed more fully under Accounting Treatment below. As a qualify for a particular accounting treatment, including:
result, the required accounting treatment and its impact on our ♦ Cash flow and fair value hedges—determination that all
financial statements can vary substantially depending upon hedge accounting requirements are satisfied, including
whether a contract is a derivative or a non-derivative. the expectation that the derivative will be highly

effective in offsetting changes in cash flows or fair value
from the risk being hedged and, for cash flow hedges,Accounting Treatment
the probability that the hedged forecasted transactionWe are permitted several possible accounting treatments for
will occur.derivatives that meet all of the applicable requirements.

♦ Accrual accounting under NPNS—determination thatMark-to-market is the default accounting treatment for all
the derivative will result in gross physical delivery of thederivatives unless they qualify, and we affirmatively designate
underlying commodity and will not settle on a net basis.them, for one of the other accounting treatments. Derivatives

We also exercise judgment in selecting the accountingdesignated for any of the other elective accounting treatments
treatment that we believe provides the most transparentmust meet specific, restrictive criteria, both at the time of
presentation of the economics of the underlying transactions.designation and on an ongoing basis.
Although contracts may be eligible for hedge accounting orThe permissible accounting treatments for derivatives are:
NPNS designation, we are not required to designate and account♦ mark-to-market,
for all such contracts identically. We generally elect NPNS♦ cash flow hedge,
accrual or hedge accounting for our physical energy delivery♦ fair value hedge, and
activities because accrual accounting more closely aligns the♦ accrual accounting under Normal Purchase/Normal Sale
timing of earnings recognition, cash flows, and the underlying(NPNS).
business activities. By contrast, we generally applyEach of the accounting treatments that we use for
mark-to-market accounting for risk management and tradingderivatives affects our financial statements in substantially
activities because changes in fair value more closely reflect thedifferent ways as summarized below:
economic performance of the activity. However, we also use

Recognition and Measurement mark-to-market accounting for the following activities:Accounting
Treatment Balance Sheet Income Statement ♦ our competitive retail gas customer supply activities and

our fixed quantity competitive retail power customerMark-to-market ♦ Derivative asset or ♦ Changes in fair value
supply activities for new transactions closed afterliability recorded at fair recognized in earnings

value June 30, 2010, which are managed using economic
hedges that we have not designated as cash-flow hedgesCash flow ♦ Derivative asset or ♦ Ineffective changes in
so as to match the timing of recognition of the earningshedge liability recorded at fair fair value recognized in

value earnings impacts of those activities to the greatest extent
♦ Effective changes in fair ♦ Amounts in accumulated permissible,

value recognized in other comprehensive ♦ economic hedges of activities that require accrual
accumulated other income reclassified to accounting for which the related hedge requires
comprehensive income earnings when the mark-to-market accounting, and

hedged forecasted ♦ interest rate swaps related to our debt if they do nottransaction affects
qualify as fair value hedges.earnings or becomes

probable of not
occurring

Fair value ♦ Derivative asset or ♦ Changes in fair value
hedge liability recorded at fair recognized in earnings

value ♦ Changes in fair value of
♦ Book value of hedged hedged asset or liability

asset or liability adjusted recognized in earnings
for changes in its fair
value

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

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

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

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

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

♦ Decrease or increase
in hedged asset or
liability

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

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

of hedge derivatives
♦ Decrease or increase

for change in hedged
asset or liability

♦ Increase or decrease
for ineffective portion

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

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

The prices, quantities, and other factors we use to significant judgment and requires the use of estimates that are
determine fair value reflect management’s best estimates of inherently uncertain and may change in subsequent periods. The
inputs a market participant would consider. We record valuation effect of changes in assumptions and estimates could materially
adjustments to reflect uncertainties associated with estimates impact our reported amounts of revenues and costs and could be
inherent in the determination of fair value that are not affected by many factors including, but not limited to, the
incorporated in market price information or other market-based following:
estimates we use to determine fair value. To the extent possible, ♦ uncertainty surrounding inputs to the estimates of fair
we utilize market-based data together with quantitative methods value due to factors such as illiquid markets or the
for both measuring the uncertainties for which we record absence of observable market price information,
valuation adjustments and determining the level of such ♦ our ability to continue to designate and qualify
adjustments and changes in those levels. We discuss fair value derivative contracts for NPNS accounting or hedge
measurements in more detail in Note 13 to Consolidated accounting,
Financial Statements.
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♦ potential volatility in earnings from ineffectiveness on used in our estimates, and the impact of such variations could
derivatives for which we have elected hedge accounting, be material.
and If we determine that the undiscounted cash flows from an

♦ our ability to enter into new mark-to-market derivative asset to be held and used are less than the carrying amount of
origination transactions. the asset, or if we have classified an asset as held for sale, we

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

♦ a significant decrease in the market price of a long-lived uncertainty of future cash flows as discussed above with respect
asset, to undiscounted cash flows. Actual future market prices and

♦ a significant adverse change in the manner an asset is project costs could vary from those used in our estimates, and
being used or its physical condition, the impact of such variations could be material.

♦ an adverse action by a regulator or legislature or an
adverse change in the business climate, Unproved Gas Properties

♦ an accumulation of costs significantly in excess of the We evaluate unproved property at least annually to determine if
amount originally expected for the construction or it is impaired. Impairment for unproved property occurs if there
acquisition of an asset, are no firm plans to continue drilling, the lease is near its

♦ a current period loss combined with a history of losses expiration, or historical experience necessitates a valuation
or the projection of future losses, or allowance. The determination of whether to continue to develop

♦ a change in our intent about an asset from an intent to the lease is based upon the economics (forward prices and the
hold to a greater than 50% likelihood that an asset will level of gas reserves) associated with extracting the estimated gas
be sold or disposed of before the end of its previously reserves, which necessarily involves the exercise of judgment.
estimated useful life.

For long-lived assets classified as held for sale, we recognize Investments
an impairment loss to the extent their carrying amount exceeds We evaluate our equity method and cost method investments
their fair value less costs to sell. For long-lived assets that we (for example, CENG, UNE (through November 3, 2010), and
expect to hold and use, we recognize an impairment loss only if partnerships that own power projects) to determine whether or
the carrying amount of an asset is not recoverable and exceeds not they are impaired. The standard for determining whether an
its fair value. The carrying amount of an asset is not recoverable impairment must be recorded is whether the investment has
if it exceeds the total undiscounted future cash flows expected to experienced an ‘‘other than a temporary’’ decline in value.
result from the use and eventual disposition of the asset. The evaluation and measurement of investment
Therefore, when we believe an impairment condition may have impairments involves the same uncertainties as described above
occurred, we estimate the undiscounted future cash flows for long-lived assets that we own directly. Similarly, the estimates
associated with the asset at the lowest level for which identifiable that we make with respect to our equity and cost-method
cash flows are largely independent of the cash flows of other investments are subject to variation, and the impact of such
assets and liabilities. This necessarily requires us to estimate variations could be material. Additionally, if the projects in
uncertain future cash flows. which we hold these investments recognize an impairment, we

In order to estimate future cash flows, we consider would record our proportionate share of that impairment loss
historical cash flows and changes in the market environment and and would evaluate our investment for an other than temporary
other factors that may affect future cash flows. To the extent decline in value.
applicable, the assumptions we use are consistent with forecasts We continuously monitor issues that potentially could
that we are otherwise required to make (for example, in impact future profitability of our equity method investments
preparing our earnings forecasts). If we are considering that own coal, hydroelectric, fuel processing projects, as well as
alternative courses of action to recover the carrying amount of a our equity investment in our nuclear joint venture. These issues
long-lived asset (such as the potential sale of an asset), we include environmental and legislative initiatives. We discuss
probability-weight the alternative courses of action to estimate certain risks and uncertainties in more detail in our Forward
the cash flows. Looking Statements and Item 1A. Risk Factors sections. However,

We use our best estimates in making these evaluations and should future events cause these investments to become
consider various factors, including forward price curves for uneconomic, our investments in these projects could become
energy, fuel costs, and operating costs. However, actual future impaired.
market prices and project costs could vary from the assumptions California statutes and regulations require load-serving

entities to increase their procurement of renewable energy

38



resources and mandate statewide reductions in greenhouse gas Boston Generating
emissions. Given the need for electric power and the statutory In January 2011, we completed the acquisition of Boston
and regulatory requirements increasing demand for renewable Generating’s 2,950 MW fleet of generating plants for
resource technologies, we believe California will continue to approximately $1.1 billion, subject to a working capital true-up
foster an environment that supports the use of renewable energy adjustment. The fleet acquired includes the following four
and continues certain subsidies that will make renewable energy natural gas-fired power plants and one fuel oil plant located in
projects economical. However, should California legislation and the Boston, Massachusetts area:
regulatory policies and federal energy policies fail to adequately ♦ Mystic 7—574 MW,
support renewable energy initiatives, our equity method ♦ Mystic 8 and 9—1,580 MW,
investments in these types of projects could become impaired, ♦ Fore River—787 MW, and
and any losses recognized could be material. ♦ Mystic Jet, a fuel oil plant—9 MW.

We discuss these transactions in more detail in Note 15 to
Consolidated Financial Statements.Goodwill

Goodwill is the excess of the purchase price of an acquired
Divestituresbusiness over the fair value of the net assets acquired. We do not
In January 2010, BGE completed the sale of its interest in aamortize goodwill. We evaluate goodwill for impairment at least
nonregulated subsidiary that owns a district chilled water facilityannually or more frequently if events and circumstances indicate
to a third party.the business might be impaired. Goodwill is impaired if the

In August 2010, we completed the sale of our interests incarrying value of the business exceeds fair value. Annually, we
the Mammoth Lakes geothermal generating facility.estimate the fair value of the businesses we have acquired using

In November 2010, we closed on our comprehensivetechniques similar to those used to estimate future cash flows for
agreement with EDF in which we sold our interest in UNE.long-lived assets as discussed on the previous page, which

In December 2010, we signed an agreement to sell ourinvolves judgment. If the estimated fair value of the business is
Quail Run Energy Center, a 550 MW natural gas plant in westless than its carrying value, an impairment loss is required to be
Texas, to High Plains Diversified Energy Corporation (HPDEC)recognized to the extent that the carrying value of goodwill is
for $185.3 million. This agreement is contingent upon HPDECgreater than its fair value.
obtaining financing through the sale of municipal bonds.

We discuss these transactions in more detail in Note 2 toSignificant Events
Consolidated Financial Statements.Comprehensive Agreement with EDF

In October 2010, we reached a comprehensive agreement with
Impairment Losses and Other CostsEDF Group and related entities (EDF) that restructured the
During 2010, we recorded impairment losses on our investmentsrelationship between our two companies, eliminated the
in CENG and UNE and certain of our other equity methodoutstanding asset put arrangement, and transferred to EDF the
investments. We discuss these charges in more detail in Note 2 tofull ownership of UniStar Nuclear Energy, LLC (UNE). We
Consolidated Financial Statements.completed the sale of our 50% membership interest in UNE in

November 2010. We discuss the terms of the comprehensive
International Coal Contract Dispute Settlementagreement in Note 4 to Consolidated Financial Statements.
During 2010, we finalized the settlement of a contract dispute
with a third party international coal supplier for a net pre-taxAcquisitions
gain of $56.6 million. We discuss this settlement in Note 2 toCriterion Wind Project
Consolidated Financial Statements.In April 2010, we acquired the Criterion wind project to be

constructed in Garrett County, Maryland. We have completed
Financing Activitiesconstruction and placed the 70 MW project in service in
Issuance of NotesDecember 2010.
In December 2010, we issued $550 million of 5.15% Notes due
December 1, 2020.Texas Combined Cycle Generation Facilities

In May 2010, we acquired the 550 MW Colorado Bend Energy
Redemption of NotesCenter and the 550 MW Quail Run Energy Center natural gas
In February 2010, we redeemed certain of our 7.00% Notes duecombined cycle generation facilities in Texas for $372.9 million.
April 1, 2012 as part of a cash tender offer launched in January
2010 and in March 2010 we repurchased certain tax exemptHillabee Energy Center
notes.In June 2010, the Hillabee Energy Center, a 740 MW gas-fired

In December 2010, we issued a call notice to redeemcombined cycle power generation facility located in Alabama,
$213.5 million, which represents the remaining outstandingbegan commercial dispatch. We had acquired this under
7.00% Notes due April 1, 2012. We redeemed these notes inconstruction facility in 2008.
January 2011.

We discuss these financing transactions in more detailCPower
Note 9 to Consolidated Financial Statements.In October 2010, we acquired CPower, an energy management

and demand response provider, for approximately $78 million,
subject to closing adjustments.
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Healthcare Reform Legislation Our total net (loss) income attributable to common stock
In March 2010, the Patient Protection and Affordable Care Act for 2010 decreased compared to 2009 by $5.4 billion, or $27.09
and the Healthcare and Education Reconciliation Act of 2010 per share, mostly because of the following:
(Reconciliation Act) were signed into law. We discuss the impact

Increase/(Decrease)of these new laws on our earnings in more detail in Note 2 to
2010 vs. 2009Consolidated Financial Statements.

(In millions, after-tax)
Generation gross margin, primarily due toResults of Operations

the deconsolidation of CENG $ (682)In this section, we discuss our earnings and the factors affecting
Lower Generation operating expenses,them. We begin with a general overview, and then separately

primarily labor and benefit costs due todiscuss earnings for our operating segments. Significant changes
the deconsolidation of CENG 390in other (expense) income, fixed charges, and income taxes are

Lower Generation accretion expense of assetdiscussed in the aggregate for all segments in the Consolidated
retirement obligations due toNonoperating Income and Expenses section.
deconsolidation of CENG 37As discussed in Item 1 Business—Overview section and in

Lower Generation taxes other than incomethe Strategy and Significant Events sections, Constellation
taxes due to deconsolidation of CENG 27Energy’s 2010, 2009 and 2008 operating results were materially

Lower Generation depreciation andimpacted by a number of significant events, transactions, and
amortization due to deconsolidation ofchanges in our strategic direction. The impact of these items has
CENG 28affected the comparability of our 2010, 2009 and 2008 results

NewEnergy gross margin 78to prior periods and will alter Constellation Energy’s operating
NewEnergy hedge ineffectiveness (55)results in the future. In this section, we highlight the 2010,
Loss on NewEnergy international coal2009 and 2008 impacts of these items.

contract assignments (25)
Regulated businesses, excluding the effectsOverview

of the 2009 residential customer credit (21)Results
Other nonregulated businesses 5

2010 2009 2008 Total change in Other Items Included in
(In millions, after-tax) Operations per table below (5,375)

Net (Loss) Income: All other changes 167
Generation $(1,255.3) $4,766.7 $ (357.7)

Total Change $(5,426)NewEnergy 176.2 (348.2) (1,011.4)
Regulated electric 110.0 79.1 11.1
Regulated gas 37.6 25.5 40.4

Our total net income attributable to common stock forOther nonregulated (0.3) (19.7) (0.8)
2009 improved compared to 2008 by $5.8 billion, or $29.53

Net (Loss) Income $ (931.8) $4,503.4 $(1,318.4)
per share, mostly because of the following:

Net (Loss) Income attributable to
common stock $ (982.6) $4,443.4 $(1,314.4) Increase/(Decrease)

Change from prior year $(5,426.0) $5,757.8 2009 vs. 2008
(In millions, after-tax)

Generation gross margin $ 27
NewEnergy gross margin (134)
Absence of sale of NewEnergy upstream gas

assets (16)
NewEnergy hedge ineffectiveness 84
Absence of NewEnergy credit loss—coal

supplier bankruptcy 33
Regulated businesses, excluding the effects

of the 2008 Maryland settlement
agreement and the 2009 residential
customer credit 10

Other nonregulated businesses (8)
Total change in Other Items Included in

Operations per table below 5,763
All other changes (1)

Total Change $5,758
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Other Items Included in Operations (after-tax): Generation Business
Background2010 2009 2008
Our Generation business is discussed in detail in Item 1.(In millions, after-tax)
Business—Operating Segments section.Impairment losses and other costs $(1,487.1) $ (96.2) $ (468.4)

We have presented the results of this business reflecting thatGain on Comprehensive Agreement
with EDF 121.3 — — we have hedged 100% of generation output and fuel for

Amortization of basis difference in generation. This is based on executing hedges at prevailing
CENG (117.5) (17.8) — market prices with the NewEnergy business. Taking into account

Impact of power purchase previously executed hedges at the end of each fiscal year, we
agreement with CENG (1) (113.3) — — ensure that the Generation business is fully hedged by the

International coal contract dispute
NewEnergy business for the next year. Therefore, all commoditysettlement 35.4 — —
price risk is managed by and presented in the results of ourLoss on early retirement of 2012
NewEnergy business as discussed below. Generally, changes inNotes (30.9) — —
the results of our Generation business during the period are dueGain on sale of Mammoth Lakes

geothermal generating facility 24.7 — — to changes in the availability of the generating assets.
Credit facility amendment/ During 2010, power prices continued to decline, reflecting

termination fees (13.6) (37.7) — economic conditions and projected increases in natural gas
Deferred income tax expense supplies. However, prices for coal have not declined to the same

relating to federal subsidies for
extent as power prices. The relationship between power and fuelproviding post-employment
prices directly affects the earnings of our Generation business.prescription drug benefits (8.8) — —
Although our NewEnergy business hedges portions of our futureGain on sale of 49.99% interest in
power sales and fuel purchases, the amounts we have hedged areCENG — 4,456.1 —

International commodities operation higher for the near term and decline over time. We have already
and gas trading operation (2) — (371.9) — locked in prices for our expected generation output for 2011.

BGE residential customer rate credit — (67.1) — However, consistent with our hedging approach, we have only
Impairment of nuclear hedged a portion of the expected output for 2012, and those

decommissioning trust assets — (46.8) (82.0)
hedges are at lower prices. If the current power and fuel price

Merger termination and strategic
environment continues, we anticipate that our Generationalternatives costs — (13.8) (1,204.4)
business will have lower earnings in future years, especially inLoss on redemption of Zero
2012.Coupon Senior Notes — (10.0) —

Workforce reduction costs — (9.3) (13.4) Additionally, we evaluated our generating plants for
Maryland settlement credit — — (110.5) impairment as a result of power price declines in 2010.
Non-qualifying hedges — — (70.1) Although none of our plants were impaired, further decreases in
Emission allowance write down, net — — (28.7) power prices could result in estimated future cash flows

Total Other Items $(1,589.8) $3,785.5 $(1,977.5) declining below the carrying value of our plants, which would
require us to record an impairment charge.Change from prior year $(5,375.3) $5,763.0

(1) The net impact to the Company of the power purchase agreement with
CENG was $185.6 million pre-tax for 2010. This amount represents
the amortization of our $0.8 billion ‘‘Unamortized energy contract asset’’
less our 50.01% equity in CENG’s amortization of its $0.8 billion
‘‘Unamortized energy contract liability.’’

(2) These amounts include the net losses on the sales of the international
commodities operation, gas trading operation, certain other trading
operations, and a uranium market participant, the reclassification of
losses on previously designated cash-flow hedges from Accumulated Other
Comprehensive Loss because the forecasted transactions were probable of
not occurring, and earnings that are no longer part of our core business.
The impairment losses and other costs and workforce reduction costs line
items for 2009 also include amounts related to the operations we
divested.
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Results Effects of 2009 Transaction with EDF on Statement of Income
(Loss)2010 2009 2008
Prior to November 6, 2009, CENG was a 100% owned(In millions)
subsidiary, and we consolidated its financial results within ourRevenues $ 2,244.3 $2,774.2 $2,958.5
Consolidated Statements of Income (Loss). On November 6,Fuel and purchased energy expenses (1,444.8) (692.0) (916.1)
2009, we completed the sale of a 49.99% membership interestGross margin 799.5 2,082.2 2,042.4

Operating expenses (379.7) (1,008.4) (969.1) in CENG to EDF, and we deconsolidated CENG. Accordingly,
Impairment losses and other costs (2,476.7) — (14.0) beginning November 6, 2009, we ceased recording CENG’s
Workforce reduction costs — — (6.1) financial results and began to record equity investment earningsMerger termination and strategic

from CENG as well as the effect of our PPA and otheralternatives costs — (101.8) (742.3)
Depreciation, depletion, and amortization (136.1) (176.8) (174.3) transactions with CENG. We discuss our transaction with EDF
Accretion of asset retirement obligations (1.6) (62.1) (67.9) in more detail in Note 2 to Consolidated Financial Statements.
Taxes other than income taxes (23.6) (67.4) (69.9) For the period from January 1, 2009 through November 6,
Equity investment earnings (losses):

2009, our Generation results included the following financialCENG 23.6 4.3 —
results of CENG:UNE (16.8) (24.7) (5.9)

Other 18.2 20.6 32.7
Net gain on divestitures 242.9 7,445.6 — For the period from January 1, 2009 through November 6, 2009
(Loss) Income from Operations $(1,950.3) $8,111.5 $ 25.6 (In billions)

Revenues $1.2Net (Loss) Income $(1,255.3) $4,766.7 $ (357.7)
Fuel and purchased energy expenses 0.1

Net (Loss) Income attributable to Operating expenses 0.8
common stock $(1,255.3) $4,766.7 $ (357.7) Depreciation and amortization 0.1

Change from prior year $(6,022.0) $5,124.4 Income from operations 0.2

Other Items Included in Operations
(after-tax): As a result of the deconsolidation, our Generation results
Impairment losses and other costs $(1,487.1) $ — $ (8.3) after November 6, 2009 differ from historical results primarily
Gain on Comprehensive Agreement

due to the following factors:with EDF 121.3 — —
♦ Revenues—We sell between 85-90% of the output ofAmortization of basis difference in

CENG (117.5) (17.8) — CENG’s plants, excluding output sold by CENG
Impact of power purchase agreement directly to third parties, rather than 100% of the plants’

with CENG (1) (113.3) — —
total output including volumes contracted to thirdLoss on early retirement of 2012 Notes (30.9) — —
parties.Gain on sale of Mammoth Lakes

geothermal generating facility 24.7 — — ♦ Fuel and purchased energy expenses—We do not
Credit facility amendment/termination include nuclear fuel expense but instead reflect our

fees (9.0) (13.7) — purchase of between 85-90% of the output of CENG’sDeferred income tax expense relating to
plants, excluding output sold directly to third parties, asfederal subsidies for providing

post-employment prescription drug provided under the terms of the PPA with CENG.
benefits (0.8) — — ♦ Operating expenses—We no longer include CENG’s

Gain on sale of 49.99% interest in plant operating costs or general and administrativeCENG — 4,456.1 —
expenses.Impairment of nuclear decommissioning

trust assets — (46.8) (82.0) ♦ Depreciation and amortization expense—We no longer
Loss on redemption of Zero Coupon include deprecation of CENG’s nuclear plants.

Senior Notes — (10.0) — Additionally, we record our 50.01% share of CENG’sMerger termination and strategic
financial results and amortization of the CENG basis differencealternatives costs — (9.7) (742.3)

Workforce reduction costs — — (3.7) in the ‘‘Equity Investment (Losses) Earnings’’ line in our
Consolidated Statements of Income (Loss). We discuss theTotal Other Items $(1,612.6) $4,358.1 $ (836.3)
accounting for our retained investment in CENG in more detail

Change from prior year $(5,970.7) $5,194.4
in Note 2 to Consolidated Financial Statements.

Above amounts include intercompany transactions eliminated in our Beginning in the fourth quarter of 2010, the amortization
Consolidated Financial Statements. Note 3 provides a reconciliation of of the basis difference in CENG will be lower as the basis
operating results by segment to our Consolidated Financial Statements.

difference was reduced by the amount of the impairment charge(1) The net impact to the Company of the power purchase agreement with
recorded on our investment in CENG during the quarter endedCENG was $185.6 million pre-tax for2010. This amount represents the

amortization of our $0.8 billion ‘‘Unamortized energy contract asset’’ September 30, 2010. We discuss the impairment charge in more
less our 50.01% equity in CENG’s amortization of its $0.8 billion detail in the Note 2 to Consolidated Financial Statements.
‘‘Unamortized energy contract liability.’’
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Revenues Impairment Losses and Other Costs
Our Generation revenues decreased $529.9 million in 2010 Our Generation business incurred impairment losses during
compared to 2009 and decreased $184.3 million in 2009 2010. These costs are discussed in more detail in Note 2 to
compared to 2008 primarily due to the following: Consolidated Financial Statements.

2010 2009 Depreciation, Depletion and Amortization Expense
vs. 2009 vs. 2008

Our Generation business incurred lower depreciation, depletion
(In millions)

and amortization expenses of $40.7 million during 2010Decrease in volume of output primarily due to the
compared to 2009 due to a decrease of $94.0 million indeconsolidation of CENG nuclear generating
depreciation on the nuclear generating facilities resulting fromassets $(690) $(397)
the deconsolidation of CENG on November 6, 2009, partiallyIncrease in volume of output due to the beginning of

commercial dispatch of the Hillabee Energy offset by an increase of $53.4 million in depreciation on our
Center and the acquisition of the Texas combined other generating facilities primarily related to the installation of
cycle generation facilities 198 — emission control equipment at our Brandon Shores coal-fired

(Decrease) increase in volume of output due to generating plant that went into service in the fourth quarter of
(higher) lower planned and unplanned outages at

2009, the Texas combined cycle generation facilities we acquired
our generating plants (127) 150

in 2010, and the Hillabee Energy Center, which beganIncrease in higher contracted power prices for the
commercial dispatch in 2010.output of our generating plants 116 65

Our Generation business incurred higher depreciation,All other (27) (2)
depletion and amortization expenses of $2.5 million duringTotal decrease in Generation revenues $(530) $(184)
2009 compared to 2008 due to an increase of $12.0 million in
depreciation on our non-nuclear generating assets primarily

Fuel and Purchased Energy Expenses related to environmental additions at our Brandon Shores
Our Generation fuel and purchased energy expenses increased coal-fired generating plant that went into service in the fourth
$752.8 million in 2010 compared to 2009 and decreased quarter of 2009, partially offset by a $9.5 million decrease in
$224.1 million in 2009 compared to 2008 primarily due to the depreciation on our nuclear generating assets resulting from the
following: deconsolidation of CENG on November 6, 2009.

2010 vs. 2009 vs. Accretion of Asset Retirement Obligations2009 2008
Our Generation business incurred lower accretion of asset(In millions)
retirement obligations expense of $60.5 million in 2010Increase in purchased energy costs due to power
compared to 2009, which represents the absence of costs frompurchase agreement with CENG compared with
deconsolidating CENG on November 6, 2009.nuclear fuel costs $741 $ —

(Decrease) increase in volume of output due to Our Generation business incurred lower accretion of asset
(higher) lower planned and unplanned outages at retirement obligations expense of $5.8 million in 2009 compared
our generating plants (87) 22 to 2008, which represents the absence of costs from

Increase (decrease) in fuel costs primarily related to deconsolidating CENG on November 6, 2009.
higher (lower) contract prices to operate our
generating assets 59 (273)

Taxes Other Than Income TaxesAll other 40 27
Our Generation business incurred lower taxes other than income

Total increase (decrease) in Generation fuel and
taxes of $43.8 million in 2010 compared to 2009 andpurchased energy expenses $753 $(224)
$2.5 million in 2009 compared with 2008, primarily due to
lower property taxes as a result of the deconsolidation of CENG

Operating Expenses on November 6, 2009.
Our Generation business operating expenses decreased
$628.7 million during 2010 as compared to 2009 due to lower Equity Investment Earnings (Losses)
labor and benefit costs of $499.9 million and lower non-labor During 2010, our equity investment earnings increased
operating expenses of $128.8 million, the majority of which $24.8 million as compared to 2009, primarily due to
results from the absence of costs in 2010 due to the $19.3 million of higher earnings from our investment in CENG,
deconsolidation of CENG. $7.9 million of lower losses from our investment in UNE,

Our Generation business operating expenses increased which was sold in 2010, partially offset by $2.4 million of lower
$39.3 million during 2009 as compared to 2008 due to higher earnings on investments in power projects.
performance-based labor and benefit costs of $74.5 million, During 2009, our equity investment earnings decreased
partially offset by lower non-labor operating expenses of $26.6 million from 2008 primarily due to $18.8 million of
$35.2 million. higher losses from our investment in UNE and $12.1 million of

lower earnings on investments in power projects, partially offset
by $4.3 million in earnings related to our investment in CENG.

Additionally, CENG is involved in negotiations with certain
tax jurisdictions in New York State with respect to agreements
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covering property tax payments on the Nine Mile Point nuclear Results
generating facility. These negotiations may result in an increase 2010 2009 2008
in future property tax expenses for CENG, which in turn would

(In millions)
reduce our equity investment earnings in CENG based on our Revenues $10,121.4 $ 11,509.2 $ 15,851.7
50.01% ownership interest. We are unable to determine the Fuel and purchased energy
outcome of these negotiations at this time. expenses (8,877.6) (10,430.0) (14,812.2)

Gross margin 1,243.8 1,079.2 1,039.5
Operating expenses (758.7) (763.6) (932.7)Net Gain on Divestitures
Impairment losses and otherDuring 2010, we sold our Mammoth Lakes geothermal

costs (0.1) (98.1) (727.8)
generating facility, recognizing a $38.0 million pre-tax gain, and Workforce reduction costs — (12.6) (9.5)
our 50% interest in UNE in connection with our comprehensive Merger termination and

strategic alternatives costs — (44.0) (462.1)agreement with EDF recognizing a $202.0 million pre-tax gain.
Depreciation, depletion, andWe discuss our divestitures in more detail in Note 2 to

amortization (83.4) (82.5) (118.7)
Consolidated Financial Statements. Accretion of asset retirement

During 2009, we completed the sale of a 49.99% obligations (0.3) (0.2) (0.5)
Taxes other than income taxes (52.8) (41.2) (54.4)membership interest in CENG to EDF. As a result of this sale,
Equity investment (losses)we recognized a $7.4 billion pre-tax gain. We discuss this

earnings — (6.3) 49.6
transaction in Note 2 to Consolidated Financial Statements. Net gain (loss) on divestitures 2.5 (468.8) 25.5

Income (Loss) from Operations $ 351.0 $ (438.1) $ (1,191.1)
NewEnergy Business

Net Income (Loss) $ 176.2 $ (348.2) $ (1,011.4)Background
Our NewEnergy business is a competitive provider of energy Net Income (Loss) attributable

to common stock $ 138.6 $ (402.3) $ (994.2)solutions for various customers. We discuss the impact of
competition on our NewEnergy business in Item 1. Business— Change from prior year $ 540.9 $ 591.9

Competition section.
Other Items Included in Operations (after-tax):Our NewEnergy business focuses on delivery of physical,

International coal contractcustomer-oriented energy products and services to energy dispute settlement $ 35.4 $ — $ —
producers and consumers, manages the risk and optimizes the Credit facility amendment/
value of our owned and contracted generation assets and termination fees (4.6) (24.0) —

Deferred income tax expenseNewEnergy activities, and uses our portfolio management and
relating to federaltrading capabilities both to manage risk and to deploy limited
subsidies for providing

risk capital. Our NewEnergy business actively transacts in energy post-employment
and energy-related commodities in order to manage our prescription drug benefits (0.1) — —

International commoditiesportfolio of energy purchases and sales to customers through
operation and gas tradingstructured transactions.
operation (1) — (371.9) —

We record NewEnergy revenues and expenses in our Impairment losses and other
financial results in different periods depending upon the costs — (84.7) (460.1)

Workforce reduction costs — (9.3) (5.8)appropriate accounting treatment that represents the economics
Merger termination andof the underlying transactions in our business. We discuss our

strategic alternatives costs — (4.1) (462.1)
revenue recognition policies in the Critical Accounting Policies Non-qualifying hedges — — (70.1)
section and Note 1 to Consolidated Financial Statements. Emission allowance

write-down, net — — (28.7)

Total Other Items $ 30.7 $ (494.0) $ (1,026.8)

Change from prior year $ 524.7 $ 532.8

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

commodities operation, gas trading operation, certain other trading
operations, and a uranium market participant, the reclassification of
losses on previously designated cash-flow hedges from Accumulated Other
Comprehensive Loss because the forecasted transactions were probable of
not occurring, and earnings that are no longer part of our core business.
The impairment losses and other costs and workforce reduction costs line
items for 2009 also include amounts related to the operations we
divested.
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Revenues Mark-to-Market
Our NewEnergy revenues decreased $1,387.8 million in Mark-to-market results include net gains and losses
2010 compared to 2009 and decreased $4,342.5 million from origination, risk management, certain physical
in 2009 compared to 2008 primarily due to the energy delivery activities, and trading activities for
following: which we use the mark-to-market method of

accounting. We discuss these activities and the
2010 2009 mark-to-market method of accounting in more detail in

vs. 2009 vs. 2008
the Critical Accounting Policies section and in Note 1 to

(In millions) Consolidated Financial Statements.
Realization of lower wholesale load sales $ (917) $(2,138)

The nature of our operations and the use of(Decrease) increase in volume and contract
mark-to-market accounting for certain activities createprices related to our domestic coal
fluctuations in mark-to-market earnings. We cannotoperation (508) 280
predict these fluctuations, but the impact on ourRealization of higher (lower) retail power

load sales 349 (1,491) earnings could be material. We discuss our market risk
Decrease due to the assignment of in more detail in the Risk Management section. The

international coal and freight contracts, primary factors that cause fluctuations in our
which we divested throughout 2009 (321) (647) mark-to-market results are:

Gain on sale of in-the-money wholesale ♦ changes in the level and volatility of forwardload contract in the second quarter of
commodity prices and interest rates,2009 (106) 106

♦ counterparty creditworthiness,Decrease in volumes at our retail gas and
♦ the number and size of our open derivativewholesale gas operation (77) (283)

Increase (decrease) in wholesale positions, and
mark-to-market revenues due to changes ♦ the number, size, and profitability of new
in power and gas prices 77 (215) transactions, including termination or

Realization of higher revenues from our restructuring of existing contracts.
Maryland retail residential electric

During 2009 and 2010, we focused our activities
business 49 —

on reducing capital requirements, reducing long-termRealization of construction and energy
economic risk, and reducing short- and interim-termefficiency project revenues 35 —
liquidity requirements. These actions may impact theAll other 31 45
future results of the NewEnergy business, particularlyTotal decrease in NewEnergy revenues $(1,388) $(4,343)
the size of and potential for changes in fair value of
activities subject to mark-to-market accounting.

Fuel and Purchased Energy Expenses The primary components of mark-to-market results
Our NewEnergy fuel and purchased energy expenses are origination gains and gains and losses from risk
decreased $1,552.4 million in 2010 compared to 2009 management and trading activities.
and decreased $4,382.2 million in 2009 compared to Origination gains arise primarily from contracts
2008 primarily due to the following: that our NewEnergy business structures to meet the risk

management needs of our customers or relate to our
2010 2009 trading activities. Transactions that result in originationvs. 2009 vs. 2008

gains may be unique and provide the potential for
(In millions)

individually significant revenues and gains from a singleRealization of fuel and purchased energy
transaction.from wholesale power purchases $ (641) $(2,541)

Risk management and trading—mark-to-marketDecrease due to international coal and
represents both realized and unrealized gains and lossesfreight contracts, which we divested

throughout 2009 (540) (397) from changes in the value of our portfolio, including
(Decrease) increase in volume and contract the effects of changes in valuation adjustments. In

prices related to our domestic coal addition to our fundamental risk management and
operation (498) 259 trading activities, we also use non-trading derivative

Increase (decrease) in volumes of retail
contracts subject to mark-to-market accounting topower load purchases 217 (1,467)
manage our exposure to changes in market prices, whileDecrease in volumes at our retail gas and
in general the underlying physical transactions related towholesale gas operation (83) (220)
these activities are accounted for on an accrual basis.All other (7) (16)

We discuss the changes in mark-to-market resultsTotal decrease in NewEnergy fuel and
below. We show the relationship between ourpurchased energy expenses $(1,552) $(4,382)
mark-to-market results and the change in our net
mark-to-market energy asset later in this section.
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Mark-to-market results were as follows: period-to-period variance in unrealized changes in fair
value was due to decreased unrealized risk management

2010 2009 2008 and trading results of $372.1 million and the decrease
in origination gains of $73.8 million. We discuss the(In millions)
decrease in origination gains below.Unrealized mark-to-market

results The decrease in risk management and trading
Origination gains $ — $ — $ 73.8 results of $372.1 million was primarily due to:
Risk management and ♦ $203 million of lower results in our domestic

trading—mark-to-market coal portfolio primarily as a result of less
Unrealized changes in fair favorable price movements relating to economic

value 9.6 (212.3) 159.8
hedges which substantially decreased in value asChanges in valuation
coal prices decreased in 2009,techniques — — —

♦ $104 million due to the absence of gains in ourReclassification of settled
international coal and freight operation as acontracts to realized (139.0) (265.4) 48.2
result of its divestiture in March 2009,Total risk management and

♦ $123 million of lower gains in our wholesaletrading—mark-to-market (129.4) (477.7) 208.0
natural gas risk management and trading

Total unrealized
operation primarily as a result of the divestituremark-to-market (1) (129.4) (477.7) 281.8
of our natural gas trading operation in theRealized mark-to-market 139.0 265.4 (48.2)
beginning of April 2009, and

Total mark-to-market ♦ $45 million of lower results related to ourresults (2) $ 9.6 $(212.3) $233.6
emissions trading activities primarily as a result

(1) Total unrealized mark-to-market is the sum of origination of a less favorable price environment.
transactions and total risk management and trading— These decreases were partially offset by the
mark-to-market. following:

(2) Includes gains (losses) on hedge ineffectiveness for fair value ♦ $84 million of higher results on open positions
hedges recorded in gross margin. primarily due to the absence of losses in our

power and transmission risk management
Total mark-to-market results increased activities primarily in the PJM, Northeast, and

$221.9 million during the year ended December 31, New York regions as a result of a more
2010 compared to the same period of 2009 due to favorable price environment in 2009 and our
unrealized changes in fair value primarily due to: activities to reduce risk and improve liquidity,

♦ $197 million of higher results on open and
positions primarily due to the absence of losses ♦ $19 million of lower losses in our retail gas
in our power and transmission risk portfolio primarily due to a more favorable
management activities in the PJM, Midwest, price environment in 2009.
New York, and West regions as a result of a We did not record any origination gains during
favorable price environment in 2010 and 2010 and 2009. During 2008, our NewEnergy business
completion of our activities to reduce risk and amended certain nonderivative contracts to mitigate
improve liquidity, counterparty performance risk under the existing

♦ $31 million of higher gains on open positions contracts. As a result of these amendments, the revised
primarily due to the absence of losses in 2010 contracts became derivatives subject to mark-to-market
resulting from a more favorable price accounting. The change in accounting for these
environment related to our retail power and gas contracts from nonderivative to derivative resulted in
businesses, substantially all of the origination gains for 2008

♦ $18 million of higher results in our domestic presented in the unrealized mark-to-market results table
coal portfolio primarily due to a more favorable above.
price movement, and The recognition of origination gains is generally

♦ $16 million of higher results on open positions dependent on sufficient available market data that
due to a more favorable price environment validates the initial fair value of the contract. Liquidity
related to economic hedges of our upstream gas and market conditions impact our ability to identify
operations and risk management activities. sufficient, objective market price information to permit

These increases were partially offset by the absence recognition of origination gains. As a result, the level of
of $40 million in results from our international coal origination gains we are able to recognize may vary
and freight operations, which we divested in 2009. from year to year as a result of the number, size, and

Total mark-to-market results decreased market price transparency of the individual transactions
$445.9 million during the year ended December 31, executed in any period.
2009 compared to the same period of 2008. The
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Derivative Assets and Liabilities The following are the primary sources of the
Derivative assets and liabilities consisted of the change in our net derivative asset subject to
following: mark-to-market accounting during 2010 and 2009:

At December 31, 2010 2009 2010 2009

(In millions) (In millions)
Fair value beginning ofCurrent assets $ 534.4 $ 639.1

year $ 524.3 $1,485.9Noncurrent assets 258.9 633.9
Changes in fair value

Total assets 793.3 1,273.0 recorded in earnings
Origination gains $ — $ —Current liabilities 622.3 632.6
Unrealized changes inNoncurrent liabilities 353.0 674.1

fair value 9.6 (212.3)
Total liabilities 975.3 1,306.7 Changes in valuation

techniques — —Net derivative position $(182.0) $ (33.7)
Reclassification of settled

Composition of net derivative contracts to realized (139.0) (265.4)
exposure: Total changes in fair value (129.4) (477.7)

Hedges $(504.5) $ (591.0) Changes in value of
Mark-to-market 350.3 524.3 exchange-listed futures
Net cash collateral included in and options (197.1) 97.8

derivative balances (27.8) 33.0 Net change in premiums
on options 17.7 84.9Net derivative position $(182.0) $ (33.7)

Contracts acquired 5.4 (35.8)
Dedesignated contracts andDerivative balances above include noncurrent assets related

other changes in fairto our Generation business of $35.7 million and
value 129.4 (630.8)$35.8 million at December 31, 2010 and December 31,

Fair value at end of year $ 350.3 $ 524.32009, respectively. Derivative balances related to our
Generation business consist of interest rate contracts
accounted for as fair value hedges. Changes in our net derivative asset subject to

mark-to-market accounting that affected earnings were
As discussed in our Critical Accounting Policies as follows:

section, our ‘‘Derivative assets and liabilities’’ include ♦ Origination gains represent the initial unrealized
contracts accounted for as hedges and those accounted fair value at the time these contracts are
for on a mark-to-market basis. These amounts are executed to the extent permitted by applicable
presented in our Consolidated Balance Sheets after the accounting rules.
impact of netting, which is discussed in more detail in ♦ Unrealized changes in fair value represent
Note 1 to Consolidated Financial Statements. Due to the unrealized changes in commodity prices, the
impacts of commodity prices, the number of open volatility of options on commodities, the time
positions, master netting arrangements, and offsetting value of options, and other valuation
risk positions on the presentation of our derivative adjustments.
assets and liabilities in our Consolidated Balance Sheets, ♦ Changes in valuation techniques represent
we believe an evaluation of the net position is the most improvements in estimation techniques,
relevant measure, and is discussed in more detail below. including modeling and other statistical
However, we present our gross derivatives in Note 13 to enhancements used to value our portfolio to
Consolidated Financial Statements. more accurately reflect the economic value of

The decrease of $86.5 million in our net derivative our contracts.
liability subject to hedge accounting since December 31, ♦ Reclassification of settled contracts to realized
2009 was due to $700.0 million of realization of represents the portion of previously unrealized
out-of-the-money cash-flow hedges at the time the amounts settled during the period and recorded
forecasted transaction occurred, partially offset by as realized revenues.
$613.5 million of increases on our out-of-the-money The net derivative asset also changed due to the
cash-flow hedge positions primarily related to decreases following items recorded in accounts other than in our
in power, natural gas, and coal prices during 2010. Consolidated Statements of Income (Loss):

♦ Changes in value of exchange-listed futures and
options are recorded in ‘‘Accounts receivable’’
rather than ‘‘Derivative assets’’ in our
Consolidated Balance Sheets because these
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amounts are settled through our margin ♦ Dedesignated contracts and other changes in
account with a third party broker. fair value include transfers of derivative

♦ Net changes in premiums on options reflects contracts from cash-flow hedges to
the accounting for premiums on options mark-to-market treatment, transfers of
purchased as an increase in the net derivative derivative contracts from mark-to-market
asset and premiums on options sold as a treatment to cash-flow hedges, and those
decrease in the net derivative asset. derivative contracts that did not meet the

♦ Contracts acquired represents the initial fair qualifications of cash flow hedge accounting.
value of acquired derivative contracts recorded During 2009, substantially all of the activity
in ‘‘Derivative assets and liabilities’’ in our related to dedesignations were in connection
Consolidated Balance Sheets. Substantially all of with the strategic objective of restructuring and
this activity for 2009 related to the divestiture reducing the risk of our portfolio.
of our international commodities operation, The settlement terms of the portion of our net
Houston-based gas trading operation, and derivative asset subject to mark-to-market accounting
certain other trading operations in order to and sources of fair value based on the fair value
transfer risk and reward to the buyers. hierarchy are as follows as of December 31, 2010:

Settlement Term

2011 2012 2013 2014 2015 2016 Thereafter Fair Value

(In millions)
Level 1 $ 1.1 $ — $ — $ — $ — $ — $ — $ 1.1
Level 2 321.5 214.2 4.1 2.0 8.0 0.7 (0.1) 550.4
Level 3 43.2 (232.0) (14.0) 6.0 5.0 4.2 (13.6) (201.2)

Total net derivative asset
(liability) subject to
mark-to-market accounting $365.8 $ (17.8) $ (9.9) $8.0 $13.0 $4.9 $(13.7) $ 350.3

Management uses its best estimates to determine the exchange-traded or financially settling contracts that can
fair value of commodity and derivative contracts it holds be readily offset in their entirety through an exchange or
and sells. These estimates consider various factors other market mechanism. Consequently, we and other
including closing exchange and over-the-counter price market participants generally realize the value of these
quotations, time value, volatility factors, and credit contracts as cash flows become due or payable under the
exposure. Additionally, because the depth and liquidity of terms of the contracts rather than through selling or
the power markets varies substantially between regions liquidating the contracts themselves.
and time periods, the prices used to determine fair value In order to realize the entire value of a long-term
could be affected significantly by the volume of contract in a single transaction, we would need to sell or
transactions executed. Future market prices and actual assign the entire contract. If we were to sell or assign any
quantities will vary from those used in recording of our long-term contracts in their entirety, we may not
mark-to-market energy assets and liabilities, and it is realize the entire value reflected in the preceding table.
possible that such variations could be material. However, based upon the nature of our NewEnergy

We manage our mark-to-market risk on a portfolio business, we expect to realize the value of these contracts,
basis based upon the delivery period of our contracts and as well as any contracts we may enter into in the future
the individual components of the risks within each to manage our risk, over time as the contracts and related
contract. Accordingly, we manage the energy purchase hedges settle in accordance with their terms. Generally,
and sale obligations under our contracts in separate we do not expect to realize the value of these contracts
components based upon the commodity (e.g., electricity and related hedges by selling or assigning the contracts
or gas), the product (e.g., electricity for delivery during themselves in total.
peak or off-peak hours), the delivery location (e.g., by
region), the risk profile (e.g., forward or option), and the Operating Expenses
delivery period (e.g., by month and year). Our NewEnergy business operating expenses decreased

The electricity, fuel, and other energy contracts we $169.1 million during 2009 as compared to 2008 due to
hold have varying terms to maturity, ranging from lower labor and benefit costs of $126.0 million, primarily
contracts for delivery the next hour to contracts with due to lower headcount resulting from the divestitures in
terms of ten years or more. Because an active, liquid 2009, and lower non-labor operating expenses of
electricity futures market comparable to that for other $43.1 million, part of which represents the absence of
commodities has not developed, many contracts are costs from the divestitures completed in 2009.
direct contracts between market participants and are not
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Regulated Electric BusinessDepreciation, Depletion and Amortization Expense
Our regulated electric business is discussed in detail inOur NewEnergy business incurred lower depreciation,
Item 1. Business—Electric Business section.depletion and amortization expenses of $36.2 million

during 2009 compared to 2008 due to the absence of
Resultsdepletion expenses of $43.0 million as a result of

divestitures made in 2008 in our upstream gas 2010 2009 2008
operations, partially offset by an increase of $6.8 million (In millions)
in other amortization primarily related to computer Revenues $ 2,752.3 $ 2,820.7 $ 2,679.7
software placed in service in the fourth quarter of 2008. Electricity purchased for

resale expenses (1,680.9) (1,840.9) (1,880.1)
Operations andTaxes Other Than Income Taxes

maintenance expenses (449.3) (399.0) (380.5)Our NewEnergy business incurred higher taxes other
Workforce reduction costs — — (4.6)than income taxes of $11.6 million in 2010 compared to
Depreciation and

2009, primarily due to higher gross receipts taxes related amortization (205.2) (218.1) (184.2)
to an increase in retail revenues, primarily in Taxes other than income
Pennsylvania. taxes (149.1) (142.9) (139.1)

Our NewEnergy business incurred lower taxes other Income from Operations $ 267.8 $ 219.8 $ 91.2
than income taxes of $13.2 million in 2009 compared to

Net Income $ 110.0 $ 79.1 $ 11.12008, due to $8.1 million of lower gross receipts taxes
resulting from a significant decrease in retail load Net Income attributable

to common stock $ 99.8 $ 68.9 $ 1.1revenues and $5.8 million of lower production taxes
related to our upstream gas producing properties,

Other Items Included in Operations (after-tax):partially offset by $0.7 million of higher property,
Deferred income taxfranchise, and other taxes.

expense relating to
federal subsidies for

Equity Investment (Losses) Earnings providing
During 2009, our equity investment earnings decreased post-employment
$55.9 million from 2008 primarily due to $39.1 million prescription drug
of lower earnings from our shipping joint venture as a benefits $ (3.1) $ — $ —

Residential customerresult of the sale of our interests in July 2009,
rate credit — (56.7) —$12.3 million of lower earnings from our investment in

Maryland settlementCEP, and the absence of $4.5 million in earnings from
credit — — (110.5)investments in synfuel facilities.

Workforce reduction
costs — — (2.8)

Net Gain (Loss) on Divestitures
Total Other Items $ (3.1) $ (56.7) $ (113.3)The table below summarizes the net gain (loss) on

divestitures for our NewEnergy business: Above amounts include intercompany transactions eliminated
in our Consolidated Financial Statements. Note 3 provides a

2010 2009 2008 reconciliation of operating results by segment to our
Majority of our international Consolidated Financial Statements.

commodities operation $ — $(334.5) $ —
Houston-based gas trading operation — (102.5) — Net income attributable to common stock from the
Uranium market participant — (27.2) —

regulated electric business increased $30.9 million inPortfolio of contracts in our retail
2010 compared to 2009, mostly due to the absence ingas operations 2.0 — —
2010 of $56.7 million after-tax in credits provided toVarious working interests in oil and
customers in 2009 and a $7.7 million after-tax decreasenatural gas producing properties

and working interests in proved in depreciation and amortization, partially offset by a
natural gas reserves and unproved $30.3 million after-tax increase in operations and
properties — — 25.5 maintenance expenses.

Other 0.5 (4.6) — Net income attributable to common stock from the
Total net gain (loss) on divestiture $2.5 $(468.8) $25.5 regulated electric business increased $67.8 million in

2009 compared to 2008, mostly due to a $53.8 million
after-tax decrease in credits provided to customers.We discuss these divestitures in more detail in

Note 2 to Consolidated Financial Statements.
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Electric Revenues Residential Customer Rate Credit
The changes in electric revenues in 2010 and 2009 compared to On October 30, 2009, the Maryland PSC issued an order
the respective prior year were caused by: approving Constellation Energy’s transaction with EDF. Among

other things, the order required Constellation Energy to fund a
2010 2009 one-time distribution rate credit for BGE residential customers

vs. 2009 vs. 2008
before the end of March 2010 totaling $110.5 million, or

(In millions) approximately $100 per customer, for which BGE recorded a
Distribution volumes $ 32.7 $ (6.3) liability in November 2009. In December 2009, BGE filed a
Base rates 3.3 — tariff with the Maryland PSC stating BGE would give residential
Residential customer rate credit 95.0 (95.0) customers a rate credit of exactly $100 per customer. As a result,
Nuclear decommissioning charges — 18.7 BGE accrued an additional $1.9 million for a total fourth
Smart Energy Savers ProgramSM surcharges (22.0) 29.3 quarter 2009 accrual of $112.4 million. The portion of this
Maryland settlement credit — 189.1 total credit allocated to residential electric customers was
Revenue decoupling (30.9) 22.7 $95.0 million pre-tax. This credit was accrued in the fourth
Standard offer service (154.2) (33.2) quarter of 2009 and applied to BGE residential electric customer
Rate stabilization recovery 2.5 (2.7) bills in the first quarter of 2010.
Financing credits 0.4 3.4
Senate Bill 1 credits (12.9) 6.9

Nuclear Decommissioning Charges
Total change in electric revenues from Effective January 1, 2009, BGE and Calvert Cliffs Nuclear

electric system sales (86.1) 132.9 Power Plant Inc. (Calvert Cliffs) mutually agreed to terminate
Other 17.7 8.1 the decommissioning funds collection agent agreement, which

was effective from July 1, 2000 to December 31, 2008. As aTotal change in electric revenues $ (68.4) $141.0
result, BGE ceased transferring funds to provide for the
decommissioning of Calvert Cliffs Unit 1 and Unit 2. Calvert

Distribution Volumes Cliffs retains the obligation to provide adequate assurances of
Distribution volumes are the amount of electricity that BGE funding pursuant to Nuclear Regulatory Commission
delivers to customers in its service territory. requirements. Under the 2008 Maryland settlement agreement,

The percentage changes in our electric system distribution BGE will continue to provide certain credits to residential
volumes, by type of customer, in 2010 and 2009 compared to customers and assess certain charges to all customers relating to
the respective prior year were: decommissioning.

2010 2009
Smart Energy Savers ProgramSM Surcharge

Residential 7.6% (1.3)% Beginning in 2009, the Maryland PSC approved customer
Commercial 3.5 — surcharges through which BGE recovers costs associated with
Industrial (8.0) (6.7) certain programs designed to help BGE manage peak demand

and encourage customer energy conservation through the use of
In 2010, we distributed more electricity to residential and customer bill credits.

commercial customers due to warmer summer and colder fourth Revenues declined in 2010 compared to 2009, primarily
quarter weather and an increased number of customers. We due to an increase in customer involvement in our programs.
distributed less electricity to industrial customers primarily due This increased participation increased customer credits and,
to decreased usage per customer. therefore, decreased revenues.

In 2009, we distributed less electricity to residential Revenues increased in 2009 compared to 2008, primarily
customers due to decreased usage per customer, partially offset due to $29.3 million of customer surcharge revenues from the
by colder winter weather and an increased number of customers. new programs implemented in 2009 that were not in place in
We distributed less electricity to industrial customers primarily 2008.
due to decreased usage per customer.

Maryland Settlement Credit
Base Rates As discussed in more detail in Note 2 to Consolidated Financial
On December 6, 2010, the Maryland PSC issued an abbreviated Statements, BGE entered into a settlement agreement with the
order authorizing BGE to increase electric distribution rates by State of Maryland and other parties, which provided residential
$31.0 million for service rendered on or after December 4, electric customers a credit totaling $170 per customer. The
2010. This increase was based upon an 8.06% rate of return estimated settlement of $188.2 million was accrued in the
with a 9.86% return on equity and a 52% equity ratio. We second quarter of 2008 and a total of $189.1 million was
discuss BGE’s electric base rates in the Regulation—Maryland— credited to customers in the third and fourth quarters of 2008.
Base Rates section.
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Revenue Decoupling all residential electric customers a credit for the residential return
The Maryland PSC has allowed us to record a monthly component of the administrative charge. Under the
adjustment to our electric distribution revenues from residential 2008 Maryland settlement agreement, which is discussed in
and small commercial customers since 2008 and for the majority more detail in Note 2 to Consolidated Financial Statements, BGE
of our large commercial and industrial customers since February was allowed to resume collection of the residential return
2009 to eliminate the effect of abnormal weather and usage portion of the administrative charge from June 1, 2008 through
patterns per customer on our electric distribution volumes, May 31, 2010 without having to rebate it to residential
thereby recovering a specified dollar amount of distribution customers.
revenues per customer, by customer class, regardless of changes The decrease in revenues during 2010 compared to 2009 is
in consumption levels. This means BGE recognizes revenues at primarily due to the reinstatement of the credit for the
Maryland PSC-approved levels per customer, regardless of what residential return component of the administrative charge on
actual distribution volumes were for a billing period. Therefore, June 1, 2010 and higher distribution volumes.
while these revenues are affected by customer growth, they will The increase in revenues during 2009 compared to 2008 is
not be affected by actual weather or usage conditions. We then primarily due to the absence of the credit for the residential
bill or credit impacted customers in subsequent months for the return component of the administrative charge which was
difference between approved revenue levels under revenue suspended under the Maryland settlement agreement, partially
decoupling and actual customer billings. offset by lower distribution volumes.

Standard Offer Service Electricity Purchased for Resale Expenses
BGE provides standard offer service for customers that do not Electricity purchased for resale expenses include the cost of
select an alternative supplier. electricity purchased for resale to our standard offer service

Standard offer service revenues decreased in 2010 compared customers. These costs do not include the cost of electricity
to 2009 mostly due to lower standard offer service rates and purchased by delivery service only customers. The following
volumes. table summarizes our regulated electricity purchased for resale

Standard offer service revenues decreased in 2009 compared expenses:
to 2008 mostly due to lower standard offer service volumes,

2010 2009 2008partially offset by higher standard offer service rates.
(In millions)

Actual costs $1,618.3 $1,781.9 $1,821.1Rate Stabilization Recovery
Recovery under rateIn late June 2007, BGE began recovering amounts deferred

stabilization plans 62.6 59.0 59.0during the first rate deferral period that began in July 2006 and
ended on May 31, 2007. The recovery of the first rate Electricity purchased for
stabilization plan is occurring over a ten year period. In April resale expenses $1,680.9 $1,840.9 $1,880.1
2008, BGE began recovering amounts deferred during the
second rate deferral period that began in June 2007 and ended

Actual Costson December 31, 2007. The recovery of the second rate deferral
BGE’s actual costs for electricity purchased for resale decreasedoccurred over a 21-month period that began April 1, 2008 and
$163.6 million for 2010 compared to 2009, mostly due to lowerended on December 31, 2009.
standard offer service rates and volumes.

BGE’s actual costs for electricity purchased for resaleFinancing Credits
decreased $39.2 million for 2009 compared to 2008, primarilyConcurrent with the recovery of the deferred amounts related to
due to lower standard offer service volumes, partially offset bythe first rate deferral period, we are providing credits to
higher standard offer service rates.residential customers to compensate them primarily for income

tax benefits associated with the financing of the deferred
Recovery under Rate Stabilization Plansamounts with rate stabilization bonds.
Between July 2006 and May 31, 2007, we deferred
$287.3 million in electricity purchased for resale expensesSenate Bill 1 Credits
representing the difference between our actual costs of electricityAs a result of Senate Bill 1, beginning January 1, 2007, we were
purchased for resale and what we are allowed to bill customersrequired to provide to residential electric customers a credit
under Senate Bill 1. These deferred expenses, plus carryingequal to the amount collected from all BGE electric customers
charges, are included in ‘‘Regulatory Assets (net)’’ in our, andfor the decommissioning of our Calvert Cliffs Nuclear Power
BGE’s, Consolidated Balance Sheets.Plant and to suspend collection of the residential return

In late June 2007, we began recovering previously deferredcomponent of the administrative charge collected through
amounts from customers. We recovered $62.6 million,residential SOS rates through May 31, 2007. Under an order
$59.0 million, and $59.0 million in 2010, 2009, and 2008,issued by the Maryland PSC in May 2007, as of June 1, 2007,
respectively, in deferred electricity purchased for resale expenses.we were required to reinstate collection of the residential return
These collections secure the payment of principal and interestcomponent of the administration charge in rates and to provide
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Regulated Gas Businessand other ongoing costs associated with rate stabilization bonds
Our regulated gas business is discussed in detail in Item 1.issued by a subsidiary of BGE in June 2007.
Business—Gas Business section.

Electric Operations and Maintenance Expenses
ResultsRegulated electric operations and maintenance expenses increased

$50.3 million in 2010 compared to 2009, primarily due to
2010 2009 2008increased distribution service restoration expenses of

(In millions)$24.2 million, $13.4 million of higher labor and benefits costs,
Revenues $ 709.4 $ 758.3 $1,024.0and the impact of inflation on other costs of $12.7 million.
Gas purchased for resale expenses (387.5) (449.9) (694.5)

Regulated electric operations and maintenance expenses Operations and maintenance expenses (156.8) (160.9) (157.3)
increased $18.5 million in 2009 compared to 2008, primarily Workforce reduction costs — — (1.8)
due to increased uncollectible accounts receivable expense of Depreciation and amortization (44.0) (44.0) (43.7)

Taxes other than income taxes (34.7) (34.9) (35.4)$5.1 million and the impact of inflation on other costs of
$8.0 million. Income from Operations $ 86.4 $ 68.6 $ 91.3

Net Income $ 37.6 $ 25.5 $ 40.4
Electric Depreciation and Amortization Expense

Net Income attributable to commonRegulated electric depreciation and amortization expense
stock $ 34.6 $ 22.5 $ 37.2

decreased $12.9 million during 2010, compared to 2009,
primarily due to decreased amortization of $22.9 million of Other Items Included in Operations (after-tax):
deferred Smart Energy Savers ProgramSM costs due to a regulatory Residential customer rate credit $ — $ (10.4) $ —

Workforce reduction costs — — (1.0)change in the deferral period associated with these costs, partially
offset by a $7.0 million increase in property, plant and Total Other Items $ — $ (10.4) $ (1.0)
equipment depreciation.

Above amounts include intercompany transactions eliminated in ourRegulated electric depreciation and amortization expense
Consolidated Financial Statements. Note 3 provides a reconciliation ofincreased $33.9 million during 2009, compared to 2008,
operating results by segment to our Consolidated Financial Statements.

primarily due to $43.3 million in increased amortization expense
associated with the Smart Energy Savers ProgramSM and

Net income attributable to common stock from theadditional property placed in service in 2009, partially offset by
regulated gas business increased $12.1 million in 2010 compared$18.7 million in lower depreciation expense as a result of revised
to 2009, primarily due to the absence in 2010 of the accrual ofdepreciation rates which were implemented on June 1, 2008 for
a customer rate credit of $10.4 million after-tax recorded inregulatory and financial reporting purposes as part of the
2009.Maryland settlement agreement.

Net income attributable to common stock from the
regulated gas business decreased $14.7 million in 2009 compared

Taxes Other Than Income Taxes
to 2008, primarily due to the accrual of a customer rate credit

Taxes other than income taxes increased $6.2 million during
of $10.4 million after-tax and increased operations and

2010 compared to 2009, primarily due to the absence in 2010
maintenance expenses of $2.2 million after-tax.

of the impact of lower customer credits on franchise taxes of
$95.0 million pre-tax.

Gas RevenuesTaxes other than income taxes increased $3.8 million
The changes in gas revenues in 2010 and 2009 compared to theduring 2009 compared to 2008, primarily due to the impact of
respective prior year were caused by:$94.1 million pre-tax in lower customer credits on franchise

taxes. 2010 2009
vs. 2009 vs. 2008

(In millions)
Distribution volumes $ 3.1 $ 1.5
Base rates 1.6 —
Residential customer rate credit 17.4 (17.4)
Conservation surcharge (1.0) 1.0
Revenue decoupling (3.1) (1.8)
Gas cost adjustments (69.1) (130.0)

Total change in gas revenues from gas system
sales (51.1) (146.7)

Off-system sales (1.2) (116.6)
Other 3.4 (2.4)

Total change in gas revenues $(48.9) $(265.7)
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Distribution Volumes Gas Revenue Decoupling
The percentage changes in our distribution volumes, by type of The Maryland PSC allows us to record a monthly adjustment to
customer, in 2010 and 2009 compared to the respective prior our gas distribution revenues to eliminate the effect of abnormal
year were: weather and usage patterns per customer on our gas distribution

volumes, thereby recovering a specified dollar amount of
2010 2009 distribution revenues per customer, by customer class, regardless

of changes in consumption levels. This means BGE recognizesResidential 1.1% 0.9%
revenues at Maryland PSC-approved levels per customer,Commercial (3.2) (10.6)
regardless of what actual distribution volumes were for a billingIndustrial (5.2) 12.5
period. Therefore, while these revenues are affected by customer
growth, they will not be affected by actual weather or usageIn 2010, we distributed more gas to residential customers,
conditions. We then bill or credit impacted customers inmostly due to increased usage per customer and an increased
subsequent months for the difference between approved revenuenumber of customers. We distributed less gas to commercial
levels under revenue decoupling and actual customer billings.customers, mostly due to decreased usage per customer. We

distributed less gas to industrial customers, mostly due to
Gas Cost Adjustmentsdecreased usage per customer.
We charge our gas customers for the natural gas they purchaseIn 2009, we distributed more gas to residential customers
from us using gas cost adjustment clauses set by the Marylanddue to colder winter weather. We distributed less gas to
PSC as described in Note 1 to Consolidated Financial Statements.commercial customers due to decreased usage per customer,
However, under the market-based rates mechanism approved bypartially offset by an increased number of customers and colder
the Maryland PSC, our actual cost of gas is compared to aweather. We distributed more gas to industrial customers mostly
market index (a measure of the market price of gas in a givendue to increased usage per customer, partially offset by a
period). The difference between our actual cost and the marketdecreased number of customers.
index is shared equally between shareholders and customers.

Customers who do not purchase gas from BGE are notBase Rates
subject to the gas cost adjustment clauses because we are notOn December 6, 2010, the Maryland PSC issued an abbreviated
selling gas to them. However, these customers are charged baseorder authorizing BGE to increase gas distribution rates by
rates to recover the costs BGE incurs to deliver their gas through$9.8 million for service rendered on or after December 4, 2010.
our distribution system, and are included in the gas distributionThis increase was based upon a 7.90% rate of return with a
volume revenues.9.56% return on equity and a 52% equity ratio. We discuss

Gas cost adjustment revenues decreased in both 2010BGE’s gas base rates in the Regulation—Maryland—Base Rates
compared to 2009 and in 2009 compared to 2008 because wesection.
sold less gas at lower prices.

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

Revenues from off-system gas sales decreased in 2010additional $1.9 million for a total fourth quarter 2009 accrual of
compared to 2009 because we sold less gas, partially offset by$112.4 million. The portion of this total credit allocated to
higher prices.residential gas customers was $17.4 million pre-tax. This credit

Revenues from off-system gas sales decreased in 2009was accrued in the fourth quarter of 2009 and applied to BGE
compared to 2008 because we sold less gas at lower prices.residential gas customer bills in the first quarter of 2010.

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

Gas costs decreased $62.4 million in 2010 compared to
2009 and decreased $244.6 million in 2009 compared to 2008
because we purchased less gas at lower prices.
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Consolidated Nonoperating Income and ExpensesGas Operations and Maintenance Expenses
Other (Expenses) IncomeRegulated gas operation and maintenance expenses decreased
In 2010, we had other expenses of $76.7 million and, in 2009,$4.1 million during 2010 compared to 2009, primarily due to
we had other expenses of $140.7 million. The $64.0 milliondecreased uncollectible accounts receivable expense of
decrease in 2010 compared to 2009 is mostly due to the absence$4.7 million.
in 2010 of $62.6 million of other-than-temporary impairmentRegulated gas operation and maintenance expenses
charges related to nuclear decommissioning trust fund assetsincreased $3.6 million during 2009 compared to 2008, primarily
recorded in 2009.due to increased uncollectible accounts receivable expense of

In 2009, we had other expenses of $140.7 million and, in$2.0 million.
2008, we had other expenses of $69.5 million. The
$71.2 million increase in 2009 compared to 2008 is mostly dueHolding Company and Other Nonregulated Businesses
to higher credit facility costs, including amortization ofResults
amendment fees.

2010 2009 2008 Other income at BGE decreased $4.6 million in 2010
(In millions) compared to 2009 primarily due to decreases in interest and

Revenues $ 1.2 $ 14.4 $ 16.1 investment income of $3.3 million.
Operating expenses 53.1 56.5 54.3

Other income at BGE decreased $4.2 million in 2009Impairment losses and other costs — (26.6) —
compared to 2008 primarily due to decreases in interest andWorkforce reduction costs — — (0.2)
investment income of $4.2 million.Depreciation and amortization (48.9) (67.7) (62.3)

Taxes other than income taxes (3.7) (4.0) (3.0)
Fixed ChargesGain on divestitures 0.4 — —
Fixed charges decreased $72.3 million in 2010 compared toIncome (Loss) from Operations $ 2.1 $(27.4) $ 4.9
2009 mostly due to a lower level of interest expense due to

Net Loss $ (0.3) $(19.7) $ (0.8) repayments of debt made in 2009, partially offset by a
$51.6 million loss recognized in February 2010 on theNet Loss attributable to common stock $ (0.3) $(12.4) $ (0.8)
retirement of $486.5 million of our 7.00% Notes due April 1,

Other Items Included In Operations (after-tax): 2012. We discuss this transaction in more detail in Note 9 to
Deferred income tax expense relating to Consolidated Financial Statements.

federal subsidies for providing Fixed charges at BGE decreased $9.0 million in 2010
post-employment prescription drug compared to 2009 mostly due to a lower level of interest
benefits $ (4.8) $ — $ — expense due to repayments of debt in 2009.

Impairment losses and other costs — (11.5) —
Workforce reduction costs — — (0.1)

Income Taxes
Total Other Items $ (4.8) $(11.5) $ (0.1) Income tax expense decreased $3,652.5 million during 2010

compared to 2009 mostly due to a decrease in income beforeAbove amounts include intercompany transactions eliminated in our
income taxes as a result of the absence in 2010 of theConsolidated Financial Statements. Note 3 provides a reconciliation of
approximately $7.4 billion gain on sale of our 49.99%operating results by segment to our Consolidated Financial Statements.
membership interest in CENG recorded in 2009 and the
recognition of approximately $2.5 billion of impairment chargesNet loss attributable to common stock for 2010 decreased
in 2010.$12.1 million compared to 2009 primarily due to the absence in

Income tax expense increased $3,065.1 million during 20092010 of an impairment of a district chilled water energy plant of
compared to 2008 mostly due to higher income before income$7.1 million after-tax and reduction for noncontrolling interest,
taxes due to the recognition of the $7.4 billion pre-tax gain onand a write-off of an uncollectible advance to an affiliate of
closing the transaction to sell a 49.99% membership interest in$4.3 million after-tax.
CENG. Additionally, there was lower income before incomeNet loss attributable to common stock for 2009 increased
taxes for 2008, primarily due to approximately $1.2 billion of$11.6 million compared to 2008 primarily due to increased
non-tax deductible merger termination and strategic alternativeimpairment losses and other costs due to an impairment of a
costs. However, in 2009, certain of these costs became taxdistrict chilled water energy plant of $7.1 million after-tax and
deductible as a result of closing the EDF transaction and wereduction for noncontrolling interest, a write-off of an
recorded a tax benefit for these items in 2009.uncollectible advance to an affiliate of $4.3 million after-tax, and

BGE’s income tax expense increased $33.3 million duringhigher depreciation and amortization expense of $3.2 million
2010, mostly due to an increase in income before income taxes.after-tax as a result of increased property additions during 2008.

BGE’s income tax expense increased $43.1 million during
2009, mostly due to higher pre-tax income. For 2008, BGE had
a lower effective tax rate as a result of a reduction in its 2008
taxable income due to the impact of certain provisions of the
2008 Maryland settlement agreement, which increased the
relative impact of the favorable permanent tax adjustments on its
effective tax rate.
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Defined Benefit Plans Funded Status in the discount rate at December 31, 2010 compared to
At December 31, 2010, the total projected benefit obligations of December 31, 2009.
our qualified and nonqualified pension plans exceeded the fair At December 31, 2010, our accumulated post retirement
value of our qualified pension plan assets by $218.0 million. At benefit obligations totaled $334.9 million compared to
December 31, 2009, the total projected benefit obligations of $322.3 million at December 31, 2009. The $12.6 million
our qualified and nonqualified pension plans exceeded the fair increase in obligations for these unfunded plans primarily reflects
value of our qualified pension plan assets by $411.7 million. the 50 basis point decrease in the discount rate at December 31,
The $193.7 million improvement in the funded status of our 2010 compared to December 31, 2009.
pension plans in 2010 primarily reflects the following: Our other postemployment benefit obligation increased

♦ the contribution of $279.7 million into our qualified $4.4 million from $50.6 million at December 31, 2009 to
pension plan trusts during 2010, and $55.0 million as of December 31, 2010, primarily due to a 75

♦ $148.8 million in actual returns on qualified pension basis point decrease in the discount rate.
plan assets during 2010. We discuss our defined benefit plans in further detail in

These increases were partially offset by normal growth in Note 7 to Consolidated Financial Statements.
the projected benefit obligations of our qualified and
nonqualified pension plans, including a 50 basis point decrease
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Financial Condition
Cash Flows
The following table summarizes our 2010 cash flows by business segment, as well as our consolidated cash flows for 2010, 2009, and
2008.

2010 Segment Cash Flows Consolidated Cash Flows

Eliminations,
Holding

Company
Generation NewEnergy Regulated and Other 2010 2009 2008

(In millions)
Operating Activities

Net (loss) income $(1,255.3) $ 176.2 $ 147.6 $ (0.3) $ (931.8) $ 4,503.4 $(1,318.4)
Non-cash merger termination and strategic alternatives costs — — — — — 128.2 541.8
Derivative contracts classified as financing activities (1) — 186.0 — — 186.0 1,138.3 (107.2)
Gain on sale of 49.99% membership interest in CENG — — — — — (7,445.6) —
(Gain) loss on divestitures (242.9) (2.5) — (0.4) (245.8) 468.8 (38.1)
Accrual of BGE residential customer credit — — — — — 112.4 —
Impairment losses and other costs 2,476.7 0.1 — — 2,476.8 124.7 741.8
Other non-cash adjustments to net (loss) income (506.9) (11.4) 620.9 53.6 156.2 2,761.0 602.9
Changes in working capital

Derivative assets and liabilities, excluding collateral (1.9) 452.1 (0.3) — 449.9 425.3 (757.9)
Net collateral and margin — 41.3 2.9 — 44.2 1,522.8 (960.3)
Accrued taxes (1,123.2) (58.6) (60.8) 432.7 (809.9) 102.1 79.7
Other changes (241.8) 281.1 (199.0) (431.8) (591.5) 664.9 13.9

Defined benefit obligations (2) — — — — (224.5) (287.2) (20.8)
Other 71.9 (81.6) (31.9) 43.3 1.7 171.7 (38.5)

Net cash (used in) provided by operating activities (823.4) 982.7 479.4 97.1 511.3 4,390.8 (1,261.1)

Investing Activities
Investments in property, plant and equipment (331.9) (141.6) (496.8) (25.3) (995.6) (1,529.7) (1,934.1)
Asset acquisitions and business combinations, net of cash

acquired (372.9) (72.9) — — (445.8) (41.1) (315.3)
Change in cash pool (3) (2,321.1) 136.7 314.7 1,869.7 — — —
Contributions to nuclear decommissioning trust funds — — — — — (18.7) (18.7)
Investments in joint ventures — — — — — (201.6) —
Proceeds from sale of 49.99% membership interest in CENG — — — — — 3,528.7 —
Proceeds from sale of investments and other assets 212.5 9.6 — 21.9 244.0 88.3 446.3
Proceeds from investment tax credits and grants related to

renewable energy investments 39.0 17.5 — — 56.5 — —
Contract and portfolio acquisitions (1.0) (207.3) — — (208.3) (2,153.7) —
(Increase) decrease in restricted funds (50.0) (5.8) (5.1) 0.6 (60.3) 1,003.3 (942.8)
Other investments (39.6) 4.1 — (0.2) (35.7) 0.1 21.7

Net cash (used in) provided by investing activities (2,865.0) (259.7) (187.2) 1,866.7 (1,445.2) 675.6 (2,742.9)

Cash flows from operating activities plus cash flows from
investing activities $(3,688.4) $ 723.0 $ 292.2 $1,963.8 (933.9) 5,066.4 (4,004.0)

Financing Activities (2)
Net (repayment) issuance of debt (128.1) (2,660.4) 3,447.7
Debt and credit facility costs (32.8) (98.4) (104.8)
Proceeds from issuance of common stock 14.0 33.9 17.6
Common stock dividends paid (183.3) (228.0) (336.3)
BGE preference stock dividends paid (13.2) (13.2) (13.2)
Reacquisition of common stock — — (16.2)
Proceeds from contract and portfolio acquisitions 52.2 2,263.1 —
Derivative contracts classified as financing activities (1) (186.0) (1,138.3) 107.2
Other (0.4) 12.7 8.3

Net cash (used in) provided by financing activities (477.6) (1,828.6) 3,110.3

Net (decrease) increase in cash and cash equivalents $(1,411.5) $ 3,237.8 $ (893.7)

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

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

(3) As part of the ring-fencing measures required by the Maryland PSC in its 2009 order approving the transaction with EDF, BGE ceased participation in
the cash pool on January 7, 2010. We discuss this ring-fencing measure in Notes to Consolidated Financial Statements.
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Cash Flows from Operating Activities ♦ $1.2 billion related to changes in net derivative assets
In 2010, cash provided by operating activities of $0.5 billion and liabilities. Changes in derivative assets and liabilities
reflected $0.5 billion from our regulated business, $0.2 billion are driven by fluctuations in commodity prices and the
from our competitive businesses, and $0.1 billion from holding realization of contracts at settlement within our
company and other businesses. These were partially offset by NewEnergy business.
$0.3 billion of contributions to our qualified pension plan. The ♦ $0.5 billion of improved operating cash flows from our
$0.2 billion of operating cash flows from our competitive regulated businesses.
businesses included $0.8 billion of federal income tax payments ♦ $2.5 billion more in net collateral and margin returned
on the 2009 EDF transaction. in 2009 as compared to 2008.

The $3.9 billion decrease in operating cash flows for 2010
compared to 2009 is primarily due to: Cash Flows from Investing Activities

♦ $1.0 billion higher income taxes paid, Cash used in investing activities was $1.4 billion in 2010
♦ $0.3 billion of lower operating cash flows from our compared to cash provided by investing activities of $0.7 billion

regulated businesses, primarily due to the residential in 2009. The $2.1 billion increase in cash used in 2010
customer rate credit in the first quarter of 2010 and compared to 2009 was primarily due to:
higher distribution service restoration expenses associated ♦ the absence of $3.5 billion of net proceeds received at
with 2010 storms, the closing the sale of a 49.99% membership interest in

♦ $1.0 billion lower derivative contract settlements CENG to EDF in 2009. We discuss this transaction in
reclassified as financing activities in 2010, and more detail in Note 2 to Consolidated Financial

♦ $1.5 billion lower net collateral and margin returned in Statements.
2010 as compared to 2009 as follows: ♦ $1.1 billion of lower restricted funds activity in 2010.

In January 2009, our restricted funds decreased by
December 31, $1.0 billion, primarily due to the release of restricted

2010 2009 funds for the repayment of $1 billion of 14% Senior
(In millions) Notes to MidAmerican.

Net collateral and margin held (posted), ♦ $0.4 billion increase in cash used for asset and business
beginning of year $ 77.2 $(1,445.6) acquisitions. We discuss our acquisitions in the Note 15

Return of collateral held associated with to Consolidated Financial Statements.
nonderivative contracts (16.1) (17.0) These increases were offset by:

Net (additional) return of collateral ♦ $1.9 billion lower outflows associated with contract and
posted associated with nonderivative portfolio acquisitions resulting from the structure of the
contracts (7.4) 336.3 divestiture of a majority of our international

Return of initial and variation margin commodities operation in March 2009,
posted on exchange-traded transactions ♦ $0.7 billion of lower investments in property, plant, and
recorded in accounts receivable 6.9 924.8 equipment and in the CENG and UNE joint ventures,

Return of fair value net cash collateral primarily related to environmental additions at our
posted (netted against derivative assets/ Brandon Shores coal-fired generating plant that went
liabilities)* 60.8 278.7 into service in the fourth quarter of 2009 and the

absence of nuclear capital spending in 2010 due to theChange in net collateral and margin
deconsolidation of CENG in 2009, andposted 44.2 1,522.8

♦ $0.2 billion of higher proceeds from investment tax
Net collateral and margin held, end of credits and grants related to renewable energy

year $121.4 $ 77.2 investments and proceeds on the sale of investments
(primarily the sale of our 50% interest in UNE).* We discuss our netting of fair value collateral with our derivative

Cash provided by investing activities was $0.7 billion inassets/liabilities in more detail in Note 13 to Consolidated
2009 compared to cash used of $2.7 billion in 2008. TheFinancial Statements.
$3.4 billion increase in cash provided in 2009 compared to
2008 was primarily due to:Cash provided by operating activities was $4.4 billion in

♦ $3.5 billion of net proceeds at the closing of the sale of2009 compared to cash used in operating activities of
a 49.99% membership interest in CENG to EDF. We$1.3 billion in 2008. This $5.7 billion increase in cash flows
discuss this transaction in more detail in Note 2 towas primarily due to:
Consolidated Financial Statements. There was no such♦ $1.2 billion as a result of ongoing cash outflows from
activity in 2008,derivative contracts deemed to contain a financing

♦ $1.9 billion decrease in restricted funds, primarily dueelement at inception that must be classified as financing
to the receipt of funds in 2008 and the release of fundsactivities rather than operating activities. We discuss the

impact on cash flows from financing activities below.
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in 2009 for the repayment of the $1 billion of 14% As a result, for cash flows associated with the out-of-the
Senior Notes to MidAmerican in January 2009, and money derivative transactions executed, we recorded the

♦ $0.3 billion decrease in cash used for acquisitions. In ongoing cash flows related to these contracts as
2009, $20.8 million was used for the acquisition of financing cash flows in March 2009.
CLT Energy Services Group, doing business as CLT This decrease was partially offset by $2.2 billion of lower
Efficient Technologies Group, an energy services proceeds from contract and portfolio acquisitions related to the
company that provides energy performance contracting structure of the divestiture of the majority of our international
and energy efficiency engineering services, and commodities operation in March 2009.
$20.3 million was used as a down payment for the Cash used in financing activities was $1.8 billion in 2009
pending acquisition of the Criterion wind project in compared to cash provided of $3.1 billion in 2008. The increase
Garrett County, Maryland. In 2008, $0.3 billion was in cash used for financing activities of $4.9 billion was primarily
used for the acquisition of the Hillabee Energy Center, a due to:
partially completed 740 MW gas-fired combined cycle ♦ $3.0 billion net increase in cash used to repay
power generation facility in Alabama; the West Valley short-term borrowings and long-term debt primarily due
Power Plant, a 200 MW gas-fired peaking plant; and a to the repayment of the $1 billion 14% Senior Notes to
uranium market participant. MidAmerican in January 2009, $1.6 billion in net

This increase was partially offset by: repayments of short-term credit facilities, $0.5 billion
♦ $2.2 billion of cash used for contract and portfolio repayment of a 6.125% fixed rate note, and a

acquisitions as a component of our strategic divestitures. $0.3 billion repayment of Zero Coupon Senior Notes,
As a result of the structure of the divestitures of a ♦ $3.1 billion net decrease in cash received from the
majority of our international commodities, Houston- issuance of long-term debt, and
based gas trading and other trading operations, we are ♦ $1.2 billion in cash outflows related to derivative
required to present investing cash flows for contracts deemed to contain a financing element at
in-the-money contracts on a gross basis separate from inception that must be classified as financing activities
financing cash inflows for out-of-the-money contracts rather than operating activities. These contracts
executed simultaneously. We discuss our divestitures in primarily relate to transactions associated with the
more detail in Note 2 to Consolidated Financial divestiture of our international commodities operation,
Statements. There was no such activity in 2008. Houston-based gas trading operation and certain other

♦ $0.2 billion of cash used for a working capital trading operations. During 2009, we executed derivatives
investment in CENG of $0.1 billion and a contribution as part of these divestiture transactions at prices that
to UNE of $0.1 billion. differed from then-current market prices. As a result,

cash flows associated with the out-of-the money
derivative transactions are deemed to contain a financingCash Flows from Financing Activities
element, and we must record the ongoing cash flowsCash used in financing activities was $0.5 billion in 2010
related to these contracts as financing cash flows. Wecompared to cash used in financing activity of $1.8 billion in
discuss our divestitures in more detail in Note 2 to2009. The decrease in cash used for financing activities of
Consolidated Financial Statements.$1.3 billion was primarily due to:

This increase in cash used for financing activities was♦ $2.5 billion lower net debt repayments in 2010
partially offset by $2.3 billion of cash provided from contractcompared to 2009. In 2009, we repaid $1.0 billion of
and portfolio acquisitions as a component of our strategic14% Senior Notes, $0.8 billion in short-term
divestitures. As a result of the structure of the divestitures of aborrowings on our credit facilities, $0.5 billion of
majority of our international commodities, Houston-based gas6.125% Fixed Rate Notes, and $0.3 billion of Zero
trading and other trading operations, we are required to presentCoupon Senior Notes. In 2010, we retired $0.5 billion
financing cash inflows for out-of-the-money contracts on a gross7.00% Notes due April 1, 2012 pursuant to a cash
basis separate from investing cash outflows for in-the-moneytender offer and repurchased outstanding Tax Exempt
contracts executed simultaneously. We discuss our divestitures inVariable Rate Notes totaling $0.1 billion. These debt
more detail in Note 2 to Consolidated Financial Statements. Thereretirements were substantially offset by the issuance of
was no such activity in 2008.$0.6 billion of 5.15% Fixed Rate Notes in December

2010.
♦ $1.0 billion lower cash outflows related to derivative Contract and Portfolio Acquisitions

contracts deemed to contain a financing element at During 2010 and 2009, our NewEnergy business acquired
inception that must be classified as financing activities several pre-existing energy purchase and sale agreements, which
rather than operating activities in 2010 compared to generated significant cash flows at the inception of the contracts.
2009. These contracts primarily related to transactions These agreements had contract prices that differed from market
associated with the divestiture of our Houston-based gas prices at closing, which resulted in cash payments to or from the
trading operation in March 2009, when we executed counterparty at the acquisition of the contract. We paid net cash
transactions at prices that differed from market prices. of $156.1 million in 2010 to acquire various contracts. During
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2009, we received net cash of $109.4 million due to the parties, rather than 100% of the plants’ total output
execution of total return swaps to assist in the execution of our including volumes contracted to third parties.
divestitures of our international commodities and Houston-based ♦ Fuel and purchased energy expenses reflect our purchases
gas trading operations. We reflect the underlying contracts on a of the output of CENG’s plants, excluding output sold
gross basis as assets or liabilities in our Consolidated Balance directly to third parties, as provided under the terms of
Sheets depending on whether they were above- or below-market the PPA with CENG. We discuss the terms, and
prices at closing; therefore, we have also reflected them on a subsequent amended terms, of the PPA in Note 4 to
gross basis in cash flows from investing and financing activities Consolidated Financial Statements.
in our Consolidated Statements of Cash Flows as follows: ♦ Operating expenses no longer include CENG’s plant

operating costs or general and administrative expenses.
Year ended December 31, 2010 2009 2008 ♦ We no longer incur cash flows for 100% of CENG’s

(In millions) capital expenditures or the acquisition of nuclear fuel,
Financing activities—proceeds but we are required to make capital contributions to

from contract and portfolio help CENG fund these expenditures.
acquisitions $ 52.2 $ 2,263.1 $— ♦ We will record cash distributions from CENG if and

Investing activities—contract and when such distributions are declared. We did not receive
portfolio acquisitions (208.3) (2,153.7) — any distributions from CENG in 2010.

In addition, we entered into a power services agencyCash flows from contract and
agreement (PSA) and an administrative service agreement (ASA)portfolio acquisitions $(156.1) $ 109.4 $—
with CENG. The PSA is a five-year agreement under which we
will provide scheduling, asset management and billing services to

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

We discuss certain of these contract and portfolio the ASA was extended through 2017. We discuss the
acquisitions in more detail in Note 2 to Consolidated Financial comprehensive agreement with EDF in more detail in Note 4 to
Statements. Consolidated Financial Statements.

Cash Flow Impacts—CENG Joint Venture Impact of Security Ratings on Our Liquidity
Prior to November 6, 2009, we recorded 100% of the revenues, We rely on access to capital markets as a source of liquidity for
expenses, and cash flows from CENG and the nuclear plants it capital requirements not satisfied by operating cash flows.
owns because we wholly owned this entity. On November 6, Independent credit rating agencies rate Constellation Energy’s
2009, we completed the sale of a 49.99% membership interest and BGE’s fixed-income securities. These ratings affect how
in CENG to EDF, and we deconsolidated CENG. Accordingly, much it will cost us to sell securities and, in certain cases, our
for periods after November 6, 2009, we ceased recording ability to access capital markets to sell securities. Generally, the
CENG’s cash flows and began to record cash flows from our better the rating, the lower the cost of the securities to us when
PPA and other transactions with CENG. We will record any we sell them. The factors that credit rating agencies consider in
future cash flows from distributions received from CENG based establishing Constellation Energy’s and BGE’s credit ratings
on our 50.01% ownership interest, and we may be required to include, but are not limited to, cash flows, liquidity, business
make capital contributions to help fund CENG’s capital risk profile, stock price volatility, political, legislative, and
program. regulatory risk, interest charges relative to operating cash flows

As a result of deconsolidation, our Generation business cash and the level of debt relative to total capitalization.
flows differed from historical cash flows primarily due to the
following factors:

♦ We now sell between 85-90% of the output of CENG’s
plants, excluding output sold by CENG directly to third
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At the date of this report, the senior unsecured debt and associated with hedging our generating assets and hedging our
commercial paper credit ratings for Constellation Energy and NewEnergy business in both power and gas. Significant changes
BGE were as follows: in the prices of commodities, depending on hedging strategies

we have employed, could require us to post additional letters of
Standard & credit, and thereby reduce the overall amount available under

Poor’s Moody’s
our credit facilities or to post additional cash, thereby reducingRating Investors Fitch

Group Service Ratings our available cash balance. Additional regulation of the
derivatives markets could also require us to post additional cashConstellation Energy
collateral. We discuss the financial reform legislation enacted inSenior Unsecured Debt BBB- Baa3 BBB-
2010 in more detail in the Federal Regulation section.Commercial Paper A-3 P-3 F3

We discuss our, and BGE’s, credit facilities in detail inBGE
Note 8 to Consolidated Financial Statements.Senior Unsecured Debt BBB+ Baa2 BBB+

Commercial Paper A-2 P-2 F2
Net Available Liquidity
Constellation Energy’s (excluding BGE) and BGE’s net available

The Constellation Energy and BGE ratings in the above liquidity at December 31, 2010 was $3.3 billion and
table reflect stable outlooks by all the credit rating agencies, $0.6 billion, respectively. We discuss net available liquidity in
except that Moody’s rating of BGE reflects a positive outlook. If more detail in the Note 8 to Consolidated Financial Statements.
any of these credit ratings were to be downgraded, especially
below investment grade, our ability to raise capital on favorable Collateral
terms, including in the commercial paper markets, if available, Constellation Energy’s collateral requirements generally arise
could be hindered, and our borrowing costs would increase. from its NewEnergy business as a result of its participation in
Additionally, the business prospects of our wholesale and retail certain organized markets, such as Independent System
competitive supply businesses, which in many cases rely on the Operators (ISOs) or financial exchanges, as well as from our
creditworthiness of Constellation Energy, would be negatively margining on over-the-counter (OTC) contracts.
impacted. In this regard, we have certain agreements that To support NewEnergy’s wholesale and retail power
contain provisions that would require us to post additional obligations and our limited trading activities, Constellation
collateral upon a credit rating downgrade. Energy posts collateral to ISOs. Forward hedging of our

We discuss the potential effect of a ratings downgrade in Generation and NewEnergy businesses creates the need to
the Collateral section. transact with exchanges such as New York Mercantile Exchange

We discuss the potential effect of a ratings downgrade on and Intercontinental Exchange. We post initial margin based on
our ability to maintain ongoing compliance with financial ratios exchange rules, as well as variation margin related to the change
in our existing credit agreements in Note 8 to Consolidated in value of the net open position with the exchange.
Financial Statements. In addition to the collateral posted to ISOs and exchanges,

As a condition to the October 2009 Maryland PSC order we post collateral with certain OTC counterparties. These
approving our transaction with EDF, Constellation Energy and collateral amounts may be fixed or may vary with price levels.
BGE were required to implement ‘‘ring fencing’’ measures to There are certain inherent asymmetries relating to the use
provide bankruptcy protection and credit rating separation of of collateral that create liquidity requirements for our Generation
BGE from Constellation Energy. We completed the and NewEnergy businesses. These asymmetries arise from our
implementation of these measures in February 2010. actions to be economically hedged, as well as market conditions

We remain committed to maintaining a stable investment or conventions for conducting business that result in some
grade credit profile and to meeting our liquidity requirements. transactions being collateralized while others are not, including:
We discuss our available sources of funding in more detail below. ♦ In our NewEnergy business, we generally do not receive

collateral under contractual obligations to supply power
Available Sources of Funding or gas to our customers but we hedge these transactions
In addition to cash generated from operations, we rely upon through purchases of power and gas that generally
access to capital for our capital expenditure programs and for the require us to post collateral. By entering into a gas
liquidity required to operate and support our commercial supply agreement with the buyer of our gas trading
businesses. Our liquidity requirements are funded by credit operation, we have reduced our collateral requirements
facilities and cash. We fund our short-term working capital to support our retail gas operation. We discuss this gas
needs with existing cash and with our credit facilities, many of supply agreement in more detail in Note 4 to
which support direct cash borrowings and the issuance of Consolidated Financial Statements. We also intend to
commercial paper. We also use our credit facilities to support the further align our load obligations by buying generation
issuance of letters of credit, primarily for our NewEnergy assets in regions where we do not have a significant
business. generation presence and entering into longer-tenor

The primary drivers of our use of liquidity have been our agreements with merchant generators, further reducing
capital expenditure requirements and collateral requirements our dependence on exchange-traded products, thereby
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lowering our collateral requirements. During 2010, we requirements may vary from the estimates included in the table
acquired generation assets in Texas, and in January below because of a number of factors including:
2011, we acquired generation assets in Massachusetts, ♦ regulation, legislation, and competition,
which will assist with reducing our collateral ♦ BGE load requirements,
requirements. ♦ environmental protection standards,

♦ In our Generation business, we may have to post ♦ the type and number of projects selected for
collateral on our power sale or fuel purchase contracts. construction or acquisition,

Finally, collateral types may asymmetrically impact our ♦ the effect of economic and market conditions on those
liquidity. In margining with OTC counterparties, we may post projects,
letter of credit (LC) collateral for an out-of-the money ♦ the cost and availability of capital,
counterparty. However, we may receive LC collateral when we ♦ potential capital contributions to CENG,
are in-the-money with a counterparty. Posting LCs reduces our ♦ the availability of cash from operations, and
liquidity while the receipt of LC collateral does not increase our ♦ business decisions to invest in capital projects.
liquidity. Our estimates are also subject to additional factors.

Customers of our NewEnergy business rely on the Please see the Forward Looking Statements and Item 1A. Risk
creditworthiness of Constellation Energy. In this regard, we have Factors sections.
certain agreements that contain provisions that would require us

2011to post additional collateral upon a credit rating downgrade in
2008 2009 2010 (Estimate)

the senior unsecured debt of Constellation Energy. Based on
(In billions)contractual provisions at December 31, 2010, we estimate that if

Generation and Other Capital
Constellation Energy’s senior unsecured debt were downgraded Requirements:
to one level below the investment grade threshold we would Major Environmental $0.5 $0.3 $0.1 $0.1
have the following additional collateral obligations: Maintenance 0.5 0.6 0.1 0.1

Growth 0.4 0.2 0.1 —
Level Below Additional

Total Generation and OtherCredit Ratings Downgraded to (1) Current Rating Obligations (2)
Capital Requirements 1.4 1.1 0.3 0.2(In billions)

NewEnergy CapitalBelow investment grade 1 $1.0
Requirements:

(1) If there are split ratings among the independent credit rating agencies, Maintenance 0.1 — — —
the lowest credit rating is used to determine our incremental collateral Growth 0.2 0.1 0.1 0.2
obligations.

Total NewEnergy Capital
(2) Includes $0.1 billion related to derivative contracts as discussed in

Requirements 0.3 0.1 0.1 0.2
Note 13 to Consolidated Financial Statements.

Regulated Capital
Requirements:Based on market conditions and contractual obligations at
Electric / Gas Distribution 0.4 0.3 0.4 0.4

the time of a downgrade, we could be required to post Electric Transmission 0.1 — 0.1 0.1
additional collateral in an amount that could exceed the Smart Energy SaversSM

obligation amounts specified above, which could be material. We Initiatives — 0.1 0.1 0.1
discuss our credit facilities in the Available Sources of Funding

Total Regulated Capital
section. In addition, rulemaking under the Dodd-Frank Act Requirements 0.5 0.4 0.6 0.6
could impose additional collateral requirements. We discuss this

Total Capital Requirements $2.2 $1.6 $1.0 $1.0rulemaking in the Federal Regulation section.
Eligible capital projects are shown net of anticipated investment tax credits or

Capital Resources grants.
Our actual consolidated capital requirements for the years 2008
through 2010, along with the estimated annual amount for As of the date of this report, we estimate our 2012 capital
2011, are shown in the following table. requirements will be approximately $1.0 billion.

We will continue to have cash requirements for:
♦ working capital needs, Capital Requirements
♦ payments of interest, distributions, and dividends, Generation and NewEnergy Businesses
♦ capital expenditures, and Our Generation and NewEnergy businesses’ capital requirements
♦ the retirement of debt. consist of its continuing requirements, including expenditures
Capital requirements for 2011 and 2012 include estimates for:

of spending for existing and anticipated projects. We ♦ maintenance and uprates to the capacity of our
continuously review and modify those estimates. Actual generating plants,

♦ solar projects and upstream natural gas properties,
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♦ costs of complying with the Environmental Protection requirements, we would seek additional funding from the
Agency (EPA), Maryland, and various other states’ short-term and long-term capital markets (including trust
environmental regulations and legislation, and preferred securities or preference stock), subject to credit

♦ enhancements to our information technology conditions and market liquidity, and, if necessary, from draw
infrastructure. downs on credit facilities. BGE may also receive equity

In addition, in January 2011, we completed the acquisition contributions from time to time from Constellation Energy.
of Boston Generating’s 2,950 MW fleet of generating plants for

Contractual Payment Obligations and Committedapproximately $1.1 billion, subject to a working capital
Amountsadjustment. We funded this acquisition through a mix of
We enter into various agreements that result in contractualavailable cash and debt.
payment obligations in connection with our business activities.In December 2009, we were selected by the State of
These obligations primarily relate to our financing arrangementsMaryland to construct, own, operate and maintain a 17 MW
(such as long-term debt, preference stock, and operating leases),solar photovoltaic power installation in Emmitsburg, Maryland.
purchases of capacity and energy to support our Generation andWe expect this project to cost us approximately $60 million and
NewEnergy business activities, and purchases of fuel andbe completed by December 2012. Renewable electricity
transportation to satisfy the fuel requirements of our powerproduced by the system will be purchased by the State of
generating facilities.Maryland at the site of Mount St. Mary’s University under a

We detail our contractual payment obligations as of20-year solar power purchase agreement.
December 31, 2010 in the following table:In 2009, we acquired the 70 MW Criterion wind project

Paymentsto be constructed in Garrett County, Maryland. We closed this
2012- 2014-transaction in the first quarter of 2010 and we placed it in

2011 2013 2015 Thereafter Total
service in the fourth quarter of 2010.

(In millions)
Contractual Payment ObligationsRegulated Electric and Gas Long-term debt: (1)

NonregulatedRegulated electric and gas construction expenditures primarily
Principal $ 223.6 $ 19.7 $ 596.2 $1,774.9 $ 2,614.4include new business construction needs and improvements to Interest 139.0 281.3 277.7 2,807.6 3,505.6

existing facilities, including projects to improve reliability and Total 362.6 301.0 873.9 4,582.5 6,120.0
support demand response and conservation initiatives. Further, BGE

Principal 81.7 639.1 144.9 1,277.9 2,143.6BGE continues to invest in transmission projects that earn a Interest 127.6 231.3 162.5 1,174.2 1,695.6
FERC authorized rate of return.

Total 209.3 870.4 307.4 2,452.1 3,839.2
In August 2010, the Maryland PSC approved a BGE preference stock — — — 190.0 190.0

Operating leases (2)comprehensive smart grid initiative for BGE which includes the Operating leases, gross 202.1 328.0 301.4 108.3 939.8
planned installation of 2 million residential and commercial Sublease rentals (22.4) (41.7) (19.6) (28.6) (112.3)

electric and gas smart meters at an expected total cost of Operating leases, net 179.7 286.3 281.8 79.7 827.5
Purchase obligations: (3)approximately $480 million. In 2009, the United States

Purchased capacity and
Department of Energy (DOE) selected BGE as a recipient of energy (4) 430.6 503.0 164.3 263.6 1,361.5

Purchased energy from$200 million in federal funding for our smart grid and other CENG (5) 488.4 1,761.2 1,735.5 3,985.1
Fuel and transportation 535.7 449.9 250.2 176.0 1,411.8related initiatives. This grant allows BGE to be reimbursed for
Other 53.0 30.0 7.5 5.4 95.9smart grid and other expenditures up to $200 million, Other noncurrent liabilities:
Uncertain tax positions liability 60.3 100.2 5.5 4.0 170.0substantially reducing the total cost of these initiatives.
Pension benefits (6) 7.2 160.6 92.2 260.0
Postretirement and postFunding for Capital Requirements

employment benefits (7) 26.8 55.5 58.5 249.1 389.9Generation and NewEnergy Businesses
Total contractual paymentWe expect to fund the capital requirements of our Generation obligations $2,353.6 $4,518.1 $3,776.8 $8,002.4 $18,650.9

and NewEnergy businesses with internally generated cash and
(1) Amounts in long-term debt reflect the original maturity date. Investors may require us to

other available sources. To the extent that internally generated repay $75.0 million early through remarketing features. Interest on variable rate debt is
included based on forward curve for interest rates.cash is not sufficient to meet those requirements, we would seek

(2) Our operating lease commitments include future payment obligations under certain poweradditional funding from the money markets, capital markets and purchase agreements as discussed further in Note 11 to Consolidated Financial
Statements.lease markets, subject to credit conditions and market liquidity,

(3) Contracts to purchase goods or services that specify all significant terms. Amounts relatedand, if necessary, from draw downs on credit facilities. to certain purchase obligations are based on future purchase expectations which may
differ from actual purchases.The projects that our Generation and NewEnergy

(4) Our contractual obligations for purchased capacity and energy are shown on a gross basisbusinesses develop typically require substantial capital
for certain transactions, including both the fixed payment portions of tolling contracts

investment. Many of the qualifying facilities and independent and estimated variable payments under unit-contingent power purchase agreements.
(5) As part of reaching a comprehensive agreement with EDF in October 2010, we modifiedpower projects that we have an interest in as well as our

our existing power purchase agreement with CENG to be unit contingent through the
upstream properties are financed primarily with non-recourse end of its original term in 2014. Additionally, beginning in 2015 and continuing to the

end of the life of the respective plants, we agreed to purchase 50.01% of the availabledebt that is repaid from the project’s cash flows. This debt is
output of CENG’s nuclear plants at market prices. We have included in the table our

collateralized by interests in the physical assets, major project commitments under this agreement for five years, the time period for which we have
more reliable data. Further, we continue to own a 50.01% membership interest incontracts and agreements, cash accounts and, in some cases, the
CENG that we account for as an equity method investment. See Note 16 in the

ownership interest in that project. Consolidated Financial Statements for more details on this agreement.
(6) Amounts related to pension benefits reflect our current 5-year forecast for contributions for

our qualified pension plans and participant payments for our nonqualified pension plans.Regulated Electric and Gas
Refer to Note 7 to Consolidated Financial Statements for more detail on our pensionWe expect to fund capital expenditures associated with our plans.

regulated electric and gas businesses through a combination of (7) Amounts related to postretirement and postemployment benefits are for unfunded plans
and reflect present value amounts consistent with the determination of the relatedinternally and externally generated cash. To the extent that liabilities recorded in our Consolidated Balance Sheets as discussed in Note 7 to
Consolidated Financial Statements.internally generated cash is not sufficient to meet those
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Off-Balance Sheet Arrangements exposure, and are interrelated and cannot be managed in
For financing and other business purposes, we utilize certain isolation.
off-balance sheet arrangements that are not reflected in our The Company’s risk management framework and
Consolidated Balance Sheets. Such arrangements do not governance structure are intended to provide appropriate controls
represent a significant part of our activities or a significant and ongoing management of the major risks in our business
ongoing source of financing. activities. The risk management framework is also intended to

We use these arrangements when they enable us to obtain create a culture of risk awareness and personal accountability for
financing or execute commercial transactions on favorable terms. risk-taking across the Company. As a result of the extent and
As of December 31, 2010, we have no material off-balance sheet diversity of the risks the Company faces in its business
arrangements, including: operations, we analyze risk and risk concentration at transaction,

♦ guarantees with third parties that are subject to initial portfolio, business, and enterprise-wide levels to ensure that
recognition and measurement requirements, material risks are identified and managed effectively. We utilize

♦ retained interests in assets transferred to unconsolidated numerous methods to evaluate and measure risks. In general, we
entities or similar arrangement that serves as credit, evaluate risks in terms of the impact on our economic value,
liquidity or market risk support to such entity for such earnings, liquidity, strategic objectives, credit rating, reputation,
asset, and values. We identify and evaluate risks based not only on

♦ derivative instruments indexed to our common stock, their probability of occurring and magnitude of impact on the
and classified as equity, or financial statements, but also with respect to the potential for

♦ variable interests in unconsolidated entities that provide significant or unexpected shifts in market conditions or rules.
financing, liquidity, market risk, or credit risk support, We recognize the importance of managing risk as a key
or engage in leasing, hedging or research and differentiator in the energy business and view the active and
development services. effective management of the risks in our businesses to be of

At December 31, 2010, Constellation Energy had a total paramount importance. Our risk management program is based
face amount of $9.4 billion in guarantees outstanding, of which on established policies and procedures to manage risks,
$8.6 billion related to our NewEnergy business. These amounts combined with an extensive system of internal controls.
generally do not represent incremental consolidated Constellation Nevertheless, no system of risk management can cost-effectively
Energy obligations; rather, they primarily represent parental eliminate all risks to which an entity is exposed. Thus, in
guarantees of certain subsidiary obligations to third parties in particular environments, the Company may not be able to
order to allow our subsidiaries the flexibility needed to conduct mitigate risk exposures to the level desired and may have
business with counterparties without having to post other forms exposures to certain risk factors that cannot be mitigated.
of collateral. Our estimated net exposure for obligations under In this section, we will review the Company’s risk practices
commercial transactions covered by these guarantees was in terms of our:
approximately $1.5 billion at December 31, 2010, which ♦ risk governance,
represents the total amount the parent company could be ♦ risk functions, and
required to fund based on December 31, 2010 market prices. ♦ risk exposures.
For those guarantees related to our derivative liabilities, the fair
value of the obligation is recorded in our Consolidated Balance Risk Governance
Sheets. We believe it is unlikely that we would be required to Our Board of Directors is responsible for risk oversight of
perform or incur any losses associated with guarantees of our Company activities. The Board of Directors has approved the
subsidiaries’ obligations. Company’s risk appetite statement and has authorized

We discuss our other guarantees in Note 12 to Consolidated management to establish risk policies and limits consistent with
Financial Statements and our significant variable interests in this statement. The Audit Committee of the Board of Directors
Note 4 to Consolidated Financial Statements. periodically reviews compliance with our risk policies and limits

and the effectiveness of the related internal controls. The
Risk Management Compensation Committee of the Board of Directors is
Introduction responsible for oversight of the impact of compensation policies
Risk is inherent in our business activities. Constellation Energy on risk-taking. Management has established the risk appetite
is exposed to market, credit, operational, and liquidity risks that statement in the context of the market environment and the
are fundamental to our business of providing products and Company’s business strategy. In setting the risk appetite, the
services across the energy value chain. Additionally, our Company takes into consideration factors such as market
businesses are subject to business and strategic risks, the risks of volatility, product liquidity, business trends, and management
unsuccessful business performance due to changing economic experience.
conditions, competition, regulatory environment, legislation, The Company’s Risk Management Committee (RMC) is
economic conditions, market liquidity, country or sovereign responsible for approving risk management policies and limits
issues, systems or process failure, and fiscal and monetary consistent with the risk appetite statement, reviewing procedures
policies. These risks exist in our business with varying levels of for the identification, assessment, measurement, and
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management of risks, and monitoring risk exposures. The RMC Market Risk Management
meets on a regular basis and is chaired by our Chief Executive Market Risk Management is responsible for effectively
Officer. Other committee members are our Chief Risk Officer, identifying, quantifying, monitoring, and reporting on impacts
Chief Financial Officer, Vice Chairman, General Counsel, Chief of market risk, to include price volatility, correlations, volume
Human Resources Officer, head of Corporate Strategy and uncertainty, market liquidity, interest rate and currency exposure
Development, head of Corporate Affairs, Public, and on company businesses. The market risk group also enforces the
Environmental Policy and business unit leaders. In addition, the Market Risk policies and ensures compliance with these policies,
Chief Risk Officer coordinates with the risk management including the monitoring, analyzing, and escalating of market
committees in the business units that meet regularly to identify, risk controls. This group also develops market risk measurement
assess, and quantify material risk issues and to develop strategies tools, such as stress and scenario tests, gross margin-at-risk, and
to manage these risks. assists the businesses in implementing market strategies with the

Business managers are responsible for managing risks within highest benefits.
the established risk appetite, while the Risk Management Group
(RMG) is responsible for enforcing compliance with risk Collateral and Funding Liquidity Risk Management
management policies and risk limits. The RMG reports to the Collateral Risk Management is responsible for providing an
Chief Risk Officer, who is a member of the Company’s integrated view on credit, market, and company liquidity risks to
Management Committee and who reports to the Chief Executive facilitate Treasury’s management of the Company’s collateral and
Officer and the Board of Directors. The Chief Risk Officer overall liquidity position. Funding liquidity risk is the risk that
provides regular risk management updates to the Audit we may be unable to fund our obligations in some future
Committee and the Board of Directors. period. This group’s responsibilities include measuring and

In an effort to manage risks, Constellation Energy has monitoring collateral flows, downgrade collateral needs, and
established a series of limits at the corporate and business unit collateral use across the Company. Additionally, this group
level that reflect the Company’s risk appetite. Business units are forecasts expected collateral and liquidity requirements as well as
responsible for adhering to established limits, against which estimates potential collateral requirements due to market shifts,
exposures are monitored and reported. Limit breaches are hedging strategies, and adjustments to the Company’s credit
reported in a timely manner to senior management, who ratings. Finally, Collateral Risk Management assists the
consults with the business unit on an appropriate course of businesses in determining the strategic use of collateral and the
action. appropriate cost of collateral for transactions. The group also

works closely with the Treasury function to plan for expected
Risk Functions and contingent liquidity needs based on the Company’s
Risks are managed at the individual and portfolio level of long-term business plan.
exposure in each business relative to the Company’s risk appetite
in aggregate and across all major risk types. Operational Risk Management

Constellation Energy’s RMG is an independent function Operational risk is the risk associated with human error, a failure
tasked with providing an independent quantification and of process and systems or external factors. RMG staff oversee
assessment of key business risks, as well as providing an implementation of a common framework for defining,
evaluation of individual risk components that contribute to the measuring, monitoring, and reporting operational risks. The
Company’s consolidated risk profile. The RMG is also integrated risk assessment process involves capturing risk and
responsible for establishing risk policies, maintaining appropriate controls holistically. Accountability for the identification of risks
risk controls, ensuring compliance with policies and procedures, in our business processes resides with business management, who
and monitoring methods according to the risk parameters must ensure the completeness and effectiveness of controls and
established by the Board of Directors. level of residual risk.

The RMG consists of seven divisions that focus on a
specialized area of risk. Corporate Audit

Corporate Audit assists in ensuring that controls put in place by
Credit Risk Management management to mitigate the risks of the business are adequate
Credit Risk Management is responsible for managing the risk of and functioning appropriately. This group supports the risk
loss inherent in the business units stemming from counterparty assessment process including the analysis of inherent and residual
or customer failures and adverse market events that effect risk, performs risk-based audits as approved by the Audit
counterparty creditworthiness. This group supports the business Committee of the Board of Directors, and supports the
units by establishing credit relationships with various wholesale improvement of the effectiveness and efficiency of key business
counterparties and retail customers and facilitating market processes.
liquidity with credit limits and appropriate contractual credit
terms and conditions. Credit risk managers are responsible for Special Situations Group
managing credit risk associated with our business activities, Our Special Situations Group is comprised of two departments:
including establishing limits and contractual structures, as well as receivables management and credit workout. Receivables
establishing and enforcing credit policies. management seeks to maximize cash flows from collection efforts
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for the Company’s business units. Its primary function is to Regulated Gas Business
mitigate risk by focusing efforts on all aspects of the accounts BGE acquires all of its natural gas for delivery to customers
receivable process including fees related to early termination of from third party suppliers. Therefore, BGE’s regulated gas
energy supply contracts. Credit workout is responsible for the business is exposed to market price risk. However, BGE recovers
management of distressed customers. These include the costs of purchased gas under the market-based rates incentive
counterparties in bankruptcy and contractual default. Credit mechanism approved by the Maryland PSC. Additionally, BGE
workout also seeks to generate cash flows by negotiating early may enter into gas futures, options, and swaps to hedge its price
settlement on potential losses and through the sale of impaired risk under our market-based rate incentive mechanism and our
assets in the secondary market. off-system gas sales program as appropriate. We discuss this

further in Note 13 to Consolidated Financial Statements. At
December 31, 2010, our exposure to commodity price risk forDeal Review, Risk Analytics and Risk Capital
our regulated gas business was not material.Our Deal Review team performs independent reviews of

BGE’s regulated gas business is also exposed to wholesalestructured transactions and develops standardized risk-adjusted
credit risk from its suppliers as well as retail credit risk from itsmetrics for assessing these transactions. Our Risk Analytics team
customers. Finally, BGE is subject to operational risks, includingprovides quantitative support to all risk functions, builds key risk
potential impacts from storms and distribution asset failures.models and metrics, and conducts independent validation of

models used by the Company. Our Risk Capital team is
responsible for the development and implementation of a Risk Exposure Categories
framework for the measurement of capital adequacy, risk-based The various categories of risk exposures that we manage include,
transaction pricing and risk-adjusted performance measurement but are not limited to, market risk, which includes interest rate
of our business segments and portfolios. Risk capital, or risk, security price risk, and foreign currency risk; credit risk,
economic capital, is the level of capital required to offset the which includes wholesale and retail credit risk; operational risk
effect of unexpected specified stress on the economic value of and collateral and funding liquidity risk. As previously noted,
the Company. It is an assessment of the underlying market, these risks may be common to more than one of our businesses.
credit, operational, and liquidity risks of the Company’s business We discuss each of these primary risk exposure categories
activities, utilizing internal risk assessment methodologies. separately below.

Risk Exposures Market Risk
We manage risks across all of our businesses. We summarize We are exposed to the impact of market fluctuations in the price
below the risks we manage within each of our businesses. and transportation costs of power, natural gas, coal, and other

related commodities. These risks arise from our ownership and
operation of power plants, our retail and wholesale customerGeneration and NewEnergy Businesses
supply operations, and our origination, risk management, andOur Generation and NewEnergy businesses are exposed to
trading activities. These commodity price risks arise from:various risks in the competitive marketplace that may materially

♦ changes in market volatilities or correlations, andimpact our financial results and affect our earnings. These risks
♦ changes in interest and foreign exchange rates.include changes in commodity prices, potential imbalances in
A number of factors associated with the structure andsupply and demand, credit risk and operational risk.

operation of the energy markets influence the level and volatility
of prices for energy commodities and related derivative products.Regulated Electric Business
We use such commodities and products in our Generation andBGE does not own or operate any electric generating facilities.
NewEnergy businesses, and if we do not hedge the associatedTherefore, BGE’s regulated electric business is exposed to market
financial exposure, this commodity price volatility couldprice risk. To mitigate this, BGE obtains energy and capacity to
adversely affect our economic value or earnings. These factorsprovide SOS through a competitive bidding process approved by
include:the Maryland PSC. We discuss SOS and the impact on base

♦ seasonal, daily, and hourly changes in demand,rates in more detail in Item 1. Business—Baltimore Gas and
♦ extreme peak demands due to weather conditions,Electric Company—Electric Business section. As a result of this
♦ available supply resources,process, BGE’s exposure to market price risk is limited, and at
♦ transportation availability and reliability within andDecember 31, 2010, our exposure to commodity price risk for

between regions,our regulated electric business was not material. However, BGE
♦ location of our generating facilities relative to themay enter into electric futures, options, and swaps to hedge its

location of our load-serving obligations,market price risk if appropriate. We discuss this further in
♦ procedures used to maintain the integrity of the physicalNote 13 to Consolidated Financial Statements.

power system during extreme conditions,BGE’s regulated electric business is also exposed to
♦ changes in the nature and extent of federal and statewholesale credit risk from its suppliers as well as retail credit risk

regulations, andfrom its customers. Finally, BGE is subject to operational risks,
♦ geopolitical concerns affecting global supply of coal, oil,including potential impacts from storms and distribution asset

and natural gas.failures.
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These factors can affect energy commodity and derivative which there is limited price discovery. Modeling the positions in
our Generation and NewEnergy businesses involves a number ofprices in different ways and to different degrees. These effects
assumptions, and includes projections of generation, emissionmay vary as a result of regional differences in:
rates and costs, customer load growth, load response to weather,♦ weather conditions,
and customer response to competitive supply. Changes in our♦ market liquidity,
forecast or management estimates will affect the fair value of♦ capability and reliability of the physical power and gas these positions in a manner not captured by EVaR.

systems, and EVaR reflects the risk of loss due to market prices under
♦ the nature and extent of power market restructuring. normal market conditions. An inherent limitation of our
Additionally, we have fuel requirements that are subject to value-at-risk measures is the reliance on historical prices. A

future changes in coal, natural gas, and oil prices. Our power sudden shift in market conditions can cause the future behavior
of market prices to differ materially from the past. We use stressgeneration facilities purchase fuel under contracts or in the spot
tests and scenario analysis to better understand extreme events asmarket. Fuel prices may be volatile, and the price that can be
a complement to EVaR. This includes exposure to unlikely butobtained from electricity sales may not change at the same rate
plausible events in abnormal markets, sensitivity to changes inor in the same direction as changes in fuel costs. This could
management projections of customer demand or forecasted

have a material adverse impact on our financial results. generation output, and price sensitivity to illiquid points and
While some of the contracts we use to manage risk regional basis spreads.

represent commodities or instruments for which prices are EVaR is monitored daily and is subject to regional and
available from external sources, other commodities and certain overall guidelines for the NewEnergy business. We place

guidelines on the risk associated with illiquid delivery locationscontracts are not actively traded and are valued using other
and regional basis within our NewEnergy business. Additionally,pricing sources and modeling techniques to determine expected
we monitor generation plant hedge ratios relative to guidelinesfuture market prices, contract quantities, or both. We use our
specified by management. Stress tests and scenario analysis arebest estimates to determine the fair value of commodity and
conducted regularly and the results, trends, and explanations are

derivative contracts we hold and sell. These estimates consider reviewed by senior management and risk committees.
various factors including closing exchange and over-the-counter The EVaR amounts below represent the potential pre-tax
price quotations, time value, volatility factors, historical price change in the fair values of our Generation and NewEnergy
relationships, and credit exposure. However, it is likely that businesses positions over a one-day holding period.
future market prices could vary from those used in recording
derivative assets and liabilities subject to mark-to-market EVaR

For the year ended December 31, 2010 2009accounting, and such variations could be material.
(In millions)Power, gas, coal, and other related commodity trading risks

95% Confidence Level, One-Day Holdinginvolve the potential decline in net income or financial
Periodcondition due to adverse changes in market prices, whether
Year end $36.3 $ 73.0arising from customer activities, generating plants, or proprietary
Average 52.2 92.8

positions taken by the Company. We assess and monitor market High 71.6 122.8
risk with a variety of tools, including EVaR, VaR, scenario Low 34.4 64.1
analysis, and stress testing.

At December 31, 2010, our EVaR was approximately
EVaR: $36.3 million, which represents a 50% decline from its level of
EVaR measures the potential pre-tax loss in the fair value of the $73 million on December 31, 2009, mainly due to lower price
Generation and NewEnergy businesses due to changes in market

levels and lower volatilities as well as a decrease in our ownershiprisk factors. EVaR is a one-day value-at-risk measure calculated
of nuclear generation as a result of our 2009 sale of a 49.99%at a 95% confidence level assuming a standard normal
membership interest in CENG to EDF.distribution of prices over the most recent rolling 3-month

period. EVaR includes all positions over a forward rolling
60-month time horizon that expose us to market price risk, VaR:
regardless of business line. VaR measures the potential pre-tax loss in the fair value of

Positions included in EVaR are comprised of mark-to-market energy contracts due to changes in market risk
mark-to-market and nonderivative accrual positions that create factors. VaR is calculated assuming a standard normal
market risk including: distribution of prices over the most recent rolling 3-month

♦ derivative and nonderivative commodity contracts period. VaR includes all positions subject to mark-to-market
associated with our Generation and NewEnergy accounting, including not only contracts that hedge the
businesses, economics of NewEnergy nonderivative power and fuel contracts

♦ physical assets, such as our owned and contractually and which do not receive hedge accounting treatment, but also
controlled generating plants, contracts designated for trading. Thus, the positions for which

♦ our share of investments in generating plants, and we monitor VaR are included within, and are not incremental,
♦ our share of investments in upstream natural gas to the positions subject to EVaR.

properties. VaR and EVaR have similar limitations. VaR may include
We include the positions related to physical assets to some products and positions for which there is limited price

provide a more complete presentation of our commodity market discovery or market depth. The modeling of option positions
risk exposures. EVaR includes illiquid products and positions for

66



Constellation Energy’s proprietary trading activities areincluded in VaR involves a number of assumptions and
approximations. An inherent limitation of our VaR measures is substantially reduced from previous years and remain immaterial.
the reliance on historical prices. A sudden shift in market These activities continue to be managed with daily VaR limits,
conditions can cause the future behavior of market prices to stop loss limits and position limits.
differ materially from that of the past.

The VaR amounts below represent the potential pre-tax loss
Interest Rate Riskin the fair value of our NewEnergy business positions subject to
We are exposed to changes in interest rates as a result ofmark-to-market accounting, including both trading and
financing through our issuance of variable-rate and fixed-ratenon-trading activities, over one and ten-day holding periods.
debt and certain related interest rate swaps. We may use
derivative instruments to manage our interest rate risks.Total Mark-to-Market VaR

For the year ended December 31, 2010 2009 As of December 31, 2010, we have interest rate swaps
(In millions) relating to $400.0 million of our long-term debt. These fair

99% Confidence Level, One-Day Holding value hedges effectively convert our current fixed-rate debt to a
Period floating-rate instrument tied to the three month London
Year end $13.6 $ 8.0 Inter-Bank Offered Rate (LIBOR). Including the $400.0 million
Average 7.3 18.1 in interest rate swaps, approximately 11.1% of our long-term
High 13.8 55.5 debt is floating-rate.
Low 4.8 5.0 During January 2011, as part of retiring the remainder of

95% Confidence Level, One-Day Holding our 7.00% Notes, we terminated $200.0 million of interest rate
Period swaps.
Year end $10.4 $ 6.1 During February 2011, we entered into $500 million of
Average 5.6 13.8 interest rate swaps related to fixed rate long-term debt, effectively
High 10.5 42.2 converting the debt to a floating-rate instrument tied to LIBOR.
Low 3.6 3.8 Of these swaps, $350 million qualify for and have been

95% Confidence Level, Ten-Day Holding designated as fair value hedges and $150 million do not qualify
Period as fair value hedges and will be marked to market through
Year end $32.9 $ 19.2 earnings.
Average 17.7 43.7 We discuss our use of derivative instruments, including
High 33.2 133.6 interest rate swaps, to manage our interest rate risk in more
Low 11.4 12.0 detail in Note 13 to Consolidated Financial Statements.

The following table provides information about our debt obligations that are sensitive to interest rate changes:

Principal Payments and Interest Rate Detail by Contractual Maturity Date

Fair value at
December 31,

2011 2012 2013 2014 2015 Thereafter Total 2010

(Dollars in millions)
Long-term debt
Variable-rate debt $209.6 $ 18.0 $ — $ — $226.2 $ 74.9 $ 528.7 $ 528.7
Average interest rate (A) 1.24% 4.50% —% —% 2.36% 2.13% 1.95%
Fixed-rate debt $ 95.7 $174.2 $466.6 $90.4 $424.5 $2,977.9 $4,229.3 $4,518.4
Average interest rate 6.10% 6.37% 6.06% 5.33% 4.75% 6.60% 6.31%
(A) Interest on variable rate debt is included based on the forward curve for interest rates at December 31, 2010.
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Security Price Risk As of December 31, 2010 and 2009, counterparties in our
We are exposed to price fluctuations in financial markets NewEnergy credit portfolio had the following public credit
primarily through our pension plan assets. In 2010, our actual ratings, shown as a percentage of the total portfolio exposure:
gain on pension plan assets was $148.8 million. We describe our

At December 31, 2010 2009pension funding requirements in more detail in Note 7 to
Consolidated Financial Statements. Rating

Investment Grade (1) 47% 43%
Foreign Currency Risk Non-Investment Grade 4 2
Our Generation and NewEnergy businesses are exposed to the Not Rated 49 55
impact of foreign exchange rate fluctuations. This foreign (1) Includes counterparties with an investment grade rating by at
currency risk arises from our activities in countries where we least one of the major credit rating agencies. If split rating
transact in currencies other than the U.S. dollar. In 2010, our exists, the lower rating is used.
exposure to foreign currency risk was not material. We manage
our exposure to foreign currency exchange rate risk using a Our exposure to ‘‘Not Rated’’ counterparties was
foreign currency hedging program. We will continue to have $1.2 billion at December 31, 2010 compared to $1.5 billion at
limited exposure to the Canadian dollar due to our Canadian December 31, 2009. This decrease was mostly driven by a
gas and power operations. reduction in our CENG credit exposure, which is not externally

rated.
Credit Risk Many of our not rated counterparties (including CENG)
We are exposed to credit risk through our Generation and are considered investment grade equivalent based on our internal
NewEnergy businesses and BGE’s operations. Credit risk is the credit ratings. We utilize internal credit ratings to evaluate the
loss that may result from counterparties’ nonperformance and creditworthiness of our wholesale customers, including those
retail customer accounts receivable and forward value payment companies that do not have public credit ratings. Based on
risk arising from contracted power and gas supply agreements. internal credit ratings, approximately $1.1 billion or 87% of the
We evaluate our credit risk as discussed below. exposure to ‘‘Not Rated’’ counterparties was rated investment

grade equivalent at December 31, 2010 and approximately
Wholesale Credit Risk $1.2 billion or 81% was rated investment grade equivalent at
We measure wholesale credit risk as the replacement cost for December 31, 2009.
open energy commodity and derivative transactions (both The following table provides the breakdown of the credit
mark-to-market and accrual) adjusted for amounts owed to or quality of our wholesale credit portfolio based on our internal
due from counterparties for settled transactions. The replacement credit ratings. This includes those counterparties which are
cost of open positions represents unrealized gains, net of any externally rated and those in the ‘‘Not Rated’’ category as a
unrealized losses, where we have a legally enforceable right of percentage of the total portfolio exposure.
setoff. We monitor and manage the credit risk of our

At December 31, 2010 2009NewEnergy business through credit policies and procedures,
which include an established credit approval process, daily Investment Grade Equivalent 89% 88%
monitoring of counterparty credit limits, the use of credit Non-Investment Grade Equivalent 11 12
mitigation measures such as margin, collateral, or prepayment
arrangements, and the use of master netting agreements. If a counterparty were to default on its contractual

As of December 31, 2010, our total exposure across our obligations and we were to liquidate transactions with that
entire wholesale portfolio is $2.5 billion, net of collateral, and entity, our potential credit loss would include all forward and
includes accrual positions and derivatives. This total exposure settlement exposure plus any additional costs related to
has declined from the $2.8 billion as of December 31, 2009, termination and replacement of the positions. This would
primarily driven by a change in commodity prices and the include contracts accounted for using the mark-to-market,
decrease in our exposure to CENG throughout 2010. hedge, and accrual accounting methods, the amount owed or

The top ten counterparties account for 55% of our total due from settled transactions, less any collateral held from the
exposure with none of that exposure being non-investment counterparty. In addition, if a counterparty were to default
grade. We consider a significant concentration of credit risk to under an accrual contract that is currently favorable to us, we
be any single obligor or counterparty whose concentration may recognize a material adverse impact on our results in the
exceeds 10% of total credit exposure. At December 31, 2010, future delivery period to the extent that we are required to
two counterparties, a large power cooperative and CENG, replace the contract that is in default with another contract at
comprised a total exposure concentration of 25%. current market prices. These potential losses would be limited to

the extent that the in-the-money amount exceeded any credit
mitigants such as cash, letters of credit, or parental guarantees
supporting the counterparty obligation. To reduce our credit risk
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with counterparties, we attempt to enter into agreements that economic cycles and other market changes. If the business
allow us to obtain collateral on a contingent basis, seek third environment were to be negatively affected by changes in
party guarantees of the counterparty’s obligation, and enter into economic or other market conditions, our retail credit risk may
netting agreements that allow us to offset receivables and be adversely impacted. However, we have organized a dedicated
payables with forward exposure across many transactions. credit workout function whose job is to work with distressed

Due to volatility in the prices of energy commodities and customers and recover receivables owed to the company. This
derivatives, the market value of contractual positions with also involves negotiating early termination settlements and selling
individual counterparties could exceed established credit limits or impaired assets in the secondary market.
collateral provided by those counterparties. If such a BGE is subject to retail credit risk associated with both the
counterparty were then to fail to perform its obligations under delivery portion of a customer’s bill as well as the uncollectible
its contract (for example, fail to deliver the power we had expense or credit risk from the gas and/or electric commodity
contracted for), we could incur a loss that could have a material portion of the bills of those customers to whom BGE sells the
impact on our financial results. gas and electric commodity. BGE is also exposed to credit risk

We also enter into various wholesale transactions through associated with the timing of the collection of receivables from
ISOs. These ISOs are exposed to counterparty credit risks. Any those customers who have contracted with a third party supplier
losses relating to counterparty defaults impacting the ISOs are where BGE has purchased that supplier’s receivables. Although
allocated to and borne by all other market participants in the both BGE’s delivery and commodity rates include some level of
ISO. These ISOs have established credit policies and practices to costs for uncollectible customer accounts receivable expenses, full
mitigate the exposure of counterparty credit risks. As a market recovery is contingent on amounts approved by the Maryland
participant, we continuously assess our exposure to the credit PSC in customer rates and, therefore is not guaranteed and BGE
risks of each ISO. is exposed to these potential losses and related carrying costs.

BGE is exposed to wholesale credit risk of its suppliers for
electricity and gas to serve its retail customers. BGE may receive Operational Risk
performance assurance collateral to mitigate electricity suppliers’ Operational risk is the risk associated with human error or a
credit risks in certain circumstances. Performance assurance failure of process and systems, or external factors, as well as the
collateral is designed to protect BGE’s potential exposure over risk of operating owned and contractually controlled generating
the term of the supply contracts and will fluctuate to reflect assets, electric transmission and distribution systems, and gas
changes in market prices. In addition to the collateral provisions, distribution systems. We are exposed to many types of
there are supplier ‘‘step-up’’ provisions, where other suppliers can operational risks, including fraud by employees, clerical and
step in if the early termination of a full-requirements service record-keeping errors, and unauthorized data access. Additionally,
agreement with a supplier should occur, as well as specific our asset operations can be effected by those events that are
mechanisms for BGE to otherwise replace defaulted supplier partially or wholly out of our control, like natural disasters, acts
contracts. All costs incurred by BGE to replace the supply of terrorism, and computer application viruses, which may cause
contract are to be recovered from the defaulting supplier or from losses in generation or service to customers resulting in revenue
customers through rates. loss.

We own, have ownership interests in, and operate power
Retail Credit Risk generation facilities, which use a diverse mix of fuels including
We are exposed to retail credit risk through our NewEnergy fossil fuels, nuclear and biomass. We are also exposed to
electricity and natural gas supply activities, which serve variations in the prices for, and required volumes of, natural gas,
commercial and industrial companies and governmental entities, oil, and coal required to fuel our power plants that generate
and through BGE’s electricity and natural gas distribution electricity. Therefore, high commodity prices increase the impact
operations. Retail credit risk results when customers default on of generator outages and variable load, but as long as the
their contractual obligations or fail to pay for service rendered. electricity and fuel prices move in tandem, we have limited
This risk represents the loss that may be incurred due to the exposure to changing commodity prices. During periods of high
nonpayment of customer accounts receivable balances, as well as demand on our generation assets, our fuel supplies may be
the loss from the resale of energy previously committed to serve insufficient and could require us to procure additional fuel at
customers of our nonregulated retail businesses. higher prices. Alternatively, during periods of low demand on

Retail credit risk is managed through established credit our generation assets, our fuel supplies may exceed our needs,
approval policies, monitoring customer exposures, and the use of and could result in us selling the excess. These scenarios could
credit mitigation measures such as letters of credit or potentially lead to a material adverse impact on our financial
prepayment arrangements. In addition, we have taken steps to results.
augment our credit staff in response to current economic We are exposed to risk on both sides of the distribution
conditions. In accordance with our credit policy we do not have chain, from fuel to end customer delivery, due to inability to
a significant exposure concentration with any one customer, produce energy. If one or more of our generating facilities is not
geographic area or industry. able to produce electricity when required due to operational

Retail credit quality is dependent on the economy and the factors, we may have to forego sales opportunities or fulfill fixed-
ability of our customers to manage through unfavorable price sales commitments through the operation of other more
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costly generating facilities or through the purchase of energy in any incremental or decremental requirements to expected
the wholesale market at higher prices. In addition, we are requirement levels.
exposed to the risk that available sources of supply may differ To manage liquidity risk, we quantify sources of liquidity
from the amount of power demanded by our customers under and the expected and contingent uses of liquidity both over a
fixed-price load-serving contracts. During periods of high short-term and long-term horizon. Contingent uses of liquidity
demand, our power supplies may be insufficient to serve our are determined by stress-testing our portfolio using a simulation
customers’ needs and could require us to purchase additional of extreme, adverse price stresses and measuring their combined
energy at higher prices. Alternatively, during periods of low impact on collateral needs and on cash flows related to losses
demand, our electricity supplies may exceed our customers’ due to market and credit risk. Liquidity stresses related to
needs and potentially result in selling excess energy at lower operational risks (weather, plant outages) and other business risks
prices. This could have a material adverse impact on our not directly linked to price moves are assessed on a regular basis
financial results. using scenario analysis. Results of the liquidity assessment are

shared regularly with senior management.
Liquidity risk assessment has been integrated into ourCollateral and Funding Liquidity Risk

strategic planning process. Expected and contingent fundingFunding liquidity risk relates to the ability to fund current and
needs implied by the business plans of our various business unitsfuture obligations of the company given variability in collateral
are first aggregated and compared to available liquidity sourcesrequirements as well as variability around working capital
over the planning horizon. Capital and liquidity sources are thenrequirements and other cash flows that may affect our liquidity.
allocated to business units based on their business plans, takingTo assess funding liquidity risk, we distinguish between sources
into account the cost of providing liquidity. We believe that thisand uses of liquidity. Sources of liquidity include projected net
integrated view on sources and uses of liquidity allows us toavailable cash and the unused capacity available from our credit
ensure proper funding of the business in accordance with ourfacilities. Uses include expected and contingent collateral
business plan.requirements as well as any unexpected variation of cash flows

from projected levels. We define contingent requirements to be

Item 7A. Quantitative and Qualitative Disclosures about Market Risk
The information required by this item with respect to market risk is set forth in Item 7 of Part II of this Form 10-K under the
heading Risk Management.
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Item 8. Financial Statements and Supplementary Data

Financial Statements Constellation Energy’s internal control over financial reporting as
The management of Constellation Energy Group, Inc. and of December 31, 2010, as stated in their report on the next
Baltimore Gas and Electric Company (the ‘‘Companies’’) is page.
responsible for the information and representations in the
Companies’ financial statements. The Companies prepare the
financial statements in accordance with accounting principles
generally accepted in the United States of America based upon

Mayo A. Shattuck III Jonathan W. Thayer
available facts and circumstances and management’s best

Chairman of the Board, Senior Vice President and Chief
estimates and judgments of known conditions.

President and Chief Executive Financial Officer
PricewaterhouseCoopers LLP, an independent registered

Officer
public accounting firm, has audited the financial statements and
expressed their opinion on them. They performed their audit in

Management’s Report on Internal Control Over Financialaccordance with the standards of the Public Company
Reporting—Baltimore Gas and Electric CompanyAccounting Oversight Board (United States).
The management of Baltimore Gas and Electric CompanyThe Audit Committee of the Board of Directors, which
(BGE), under the direction of its principal executive officer andconsists of four independent Directors, meets periodically with
principal financial officer, is responsible for establishing andmanagement, internal auditors, and PricewaterhouseCoopers LLP
maintaining adequate internal control over financial reporting asto review the activities of each in discharging their
defined in Exchange Act Rule 13a-15(f ).responsibilities. The internal audit staff and

BGE’s system of internal control over financial reporting isPricewaterhouseCoopers LLP have free access to the Audit
designed to provide reasonable assurance to BGE’s managementCommittee.
and Board of Directors regarding the reliability of financial
reporting and the preparation of financial statements for external

Management’s Report on Internal Control Over Financial
purposes in accordance with generally accepted accounting

Reporting—Constellation Energy Group, Inc.
principles in the United States of America.

The management of Constellation Energy Group, Inc.
The management of BGE conducted an evaluation of the

(Constellation Energy), under the direction of its principal
effectiveness of BGE’s internal control over financial reporting

executive officer and principal financial officer, is responsible for
using the framework in Internal Control—Integrated Framework

establishing and maintaining adequate internal control over
issued by the Committee of Sponsoring Organizations of the

financial reporting as defined in Exchange Act Rule 13a-15(f ).
Treadway Commission (COSO). As noted in the COSO

Constellation Energy’s system of internal control over
framework, an internal control system, no matter how well

financial reporting is designed to provide reasonable assurance to
conceived and operated, can provide only reasonable, not

Constellation Energy’s management and Board of Directors
absolute, assurance to management and the Board of Directors

regarding the reliability of financial reporting and the
regarding achievement of an entity’s financial reporting

preparation of financial statements for external purposes in
objectives. Based upon the evaluation under this framework,

accordance with generally accepted accounting principles in the
management concluded that BGE’s internal control over

United States of America.
financial reporting was effective as of December 31, 2010.

The management of Constellation Energy conducted an
This annual report does not include an attestation report of

evaluation of the effectiveness of Constellation Energy’s internal
BGE’s independent registered public accounting firm regarding

control over financial reporting using the framework in Internal
internal control over financial reporting. Management’s report

Control—Integrated Framework issued by the Committee of
was not subject to attestation by BGE’s independent registered

Sponsoring Organizations of the Treadway Commission
public accounting firm pursuant to an exemption for

(COSO). As noted in the COSO framework, an internal control
non-accelerated filers set forth in the Dodd-Frank Wall Street

system, no matter how well conceived and operated, can provide
Reform and Consumer Protection Act.

only reasonable, not absolute, assurance to management and the
Board of Directors regarding achievement of an entity’s financial
reporting objectives. Based upon the evaluation under this
framework, management concluded that Constellation Energy’s
internal control over financial reporting was effective as of

Kenneth W. DeFontes, Jr. Carim V. Khouzami
December 31, 2010.

President and Chief Executive Chief Financial Officer and
PricewaterhouseCoopers LLP, an independent registered

Officer Treasurer
public accounting firm, has audited the effectiveness of
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To the Board of Directors and Shareholders of evaluating the design and operating effectiveness of internal
Constellation Energy Group, Inc. control based on the assessed risk. Our audits also included
In our opinion, the consolidated financial statements listed in performing such other procedures as we considered necessary in
the index appearing under Item 15(a) (1) present fairly, in all the circumstances. We believe that our audits provide a
material respects, the financial position of Constellation Energy reasonable basis for our opinions.
Group, Inc. and its subsidiaries (the Company) at December 31, As discussed in Note 1 to the consolidated financial
2010 and 2009, and the results of their operations and their statements, in 2010 the Company changed its method of
cash flows for each of the three years in the period ended accounting for and presenting variable interest entities. As
December 31, 2010 in conformity with accounting principles discussed in Note 13 to the consolidated financial statements, in
generally accepted in the United States of America. In addition, 2008 the Company changed its method of accounting for the
in our opinion, the financial statement schedule listed in the measurement of fair value and classifying certain collateral
index appearing under Item 15(a) (2) presents fairly, in all balances.
material respects, the information set forth therein when read in A company’s internal control over financial reporting is a
conjunction with the related consolidated financial statements. process designed to provide reasonable assurance regarding the
Also in our opinion, the Company maintained, in all material reliability of financial reporting and the preparation of financial
respects, effective internal control over financial reporting as of statements for external purposes in accordance with generally
December 31, 2010, based on criteria established in Internal accepted accounting principles. A company’s internal control
Control—Integrated Framework issued by the Committee of over financial reporting includes those policies and procedures
Sponsoring Organizations of the Treadway Commission that (i) pertain to the maintenance of records that, in reasonable
(COSO). The Company’s management is responsible for these detail, accurately and fairly reflect the transactions and
financial statements and financial statement schedule, for dispositions of the assets of the company; (ii) provide reasonable
maintaining effective internal control over financial reporting assurance that transactions are recorded as necessary to permit
and for its assessment of the effectiveness of internal control over preparation of financial statements in accordance with generally
financial reporting, included in Management’s Report on accepted accounting principles, and that receipts and
Internal Control Over Financial Reporting appearing under expenditures of the company are being made only in accordance
Item 8. Our responsibility is to express opinions on these with authorizations of management and directors of the
financial statements, the financial statement schedule and on the company; and (iii) provide reasonable assurance regarding
Company’s internal control over financial reporting based on our prevention or timely detection of unauthorized acquisition, use,
integrated audits. We conducted our audits in accordance with or disposition of the company’s assets that could have a material
the standards of the Public Company Accounting Oversight effect on the financial statements.
Board (United States). Those standards require that we plan and Because of its inherent limitations, internal control over
perform the audits to obtain reasonable assurance about whether financial reporting may not prevent or detect misstatements.
the financial statements are free of material misstatement and Also, projections of any evaluation of effectiveness to future
whether effective internal control over financial reporting was periods are subject to the risk that controls may become
maintained in all material respects. Our audits of the financial inadequate because of changes in conditions, or that the degree
statements included examining, on a test basis, evidence of compliance with the policies or procedures may deteriorate.
supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the

PricewaterhouseCoopers LLPoverall financial statement presentation. Our audit of internal
Baltimore, Marylandcontrol over financial reporting included obtaining an
March 1, 2011understanding of internal control over financial reporting,

assessing the risk that a material weakness exists, and testing and
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To Board of Directors and Shareholder of Baltimore Gas and require that we plan and perform the audit to obtain reasonable
Electric Company assurance about whether the financial statements are free of
In our opinion, the consolidated financial statements listed in material misstatement. An audit includes examining, on a test
the index appearing under Item 15(a) (1) present fairly, in all basis, evidence supporting the amounts and disclosures in the
material respects, the financial position of Baltimore Gas and financial statements, assessing the accounting principles used and
Electric Company and its subsidiaries (the Company) at significant estimates made by management, and evaluating the
December 31, 2010 and 2009, and the results of their overall financial statement presentation. We believe that our
operations and their cash flows for each of the three years in the audits provide a reasonable basis for our opinion.
period ended December 31, 2010 in conformity with accounting As discussed in Note 1 to the consolidated financial
principles generally accepted in the United States of America. In statements, in 2010 the Company changed its method of
addition, in our opinion, the financial statement schedule listed accounting for and presenting variable interest entities. As
in the index appearing under Item 15(a) (2) presents fairly, in all discussed in Note 13 to the consolidated financial statements, in
material respects, the information set forth therein when read in 2008 the Company changed its method of accounting for the
conjunction with the related consolidated financial statements. measurement of fair value.
These financial statements and financial statement schedule are
the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial

PricewaterhouseCoopers LLPstatements and the financial statement schedule based on our
Baltimore, Marylandaudits. We conducted our audits of these statements in
March 1, 2011accordance with the standards of the Public Company

Accounting Oversight Board (United States). Those standards
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Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

Year Ended December 31, 2010 2009 2008

(In millions, except per share amounts)
Revenues

Nonregulated revenues $10,883.0 $12,024.3 $16,057.6
Regulated electric revenues 2,752.1 2,820.7 2,679.5
Regulated gas revenues 704.9 753.8 1,004.8

Total revenues 14,340.0 15,598.8 19,741.9

Expenses
Fuel and purchased energy expenses 10,001.7 11,013.1 15,521.3
Fuel and purchased energy expenses from affiliate 900.8 122.5 —
Operating expenses 1,691.1 2,228.0 2,378.8
Merger termination and strategic alternatives costs — 145.8 1,204.4
Impairment losses and other costs 2,476.8 124.7 741.8
Workforce reduction costs — 12.6 22.2
Depreciation, depletion, and amortization 517.6 589.1 583.2
Accretion of asset retirement obligations 1.9 62.3 68.4
Taxes other than income taxes 263.9 290.4 301.8

Total expenses 15,853.8 14,588.5 20,821.9
Equity Investment Earnings (Losses) 25.0 (6.1) 76.4
Gain on Sale of Interest in CENG — 7,445.6 —
Net Gain (Loss) on Divestitures 245.8 (468.8) 25.5

(Loss) Income from Operations (1,243.0) 7,981.0 (978.1)
Other Expenses (76.7) (140.7) (69.5)
Fixed Charges

Interest expense 310.8 437.2 399.1
Interest capitalized and allowance for borrowed funds used during

construction (33.0) (87.1) (50.0)

Total fixed charges 277.8 350.1 349.1

(Loss) Income from Continuing Operations Before Income Taxes (1,597.5) 7,490.2 (1,396.7)
Income Tax (Benefit) Expense (665.7) 2,986.8 (78.3)

Net (Loss) Income (931.8) 4,503.4 (1,318.4)
Net Income (Loss) Attributable to Noncontrolling Interests and BGE

Preference Stock Dividends 50.8 60.0 (4.0)

Net (Loss) Income Attributable to Common Stock $ (982.6) $ 4,443.4 $ (1,314.4)

Average Shares of Common Stock Outstanding—Basic 200.5 199.3 179.1
Average Shares of Common Stock Outstanding—Diluted 200.5 200.3 179.1

(Loss) Earnings Per Common Share—Basic $ (4.90) $ 22.29 $ (7.34)

(Loss) Earnings Per Common Share—Diluted $ (4.90) $ 22.19 $ (7.34)

Dividends Declared Per Common Share $ 0.96 $ 0.96 $ 1.91

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

At December 31, 2010 2009

(In millions)
Assets

Current Assets
Cash and cash equivalents $ 2,028.5 $ 3,440.0
Accounts receivable (net of allowance for uncollectibles of $85.0 and $80.4,

respectively) 2,059.2 1,778.2
Accounts receivable—consolidated variable interest entities (net of allowance for

uncollectibles of $87.9 and $80.2, respectively) 308.9 359.4
Income taxes receivable 152.7 —
Fuel stocks 361.1 314.9
Materials and supplies 104.3 93.3
Derivative assets 534.4 639.1
Unamortized energy contract assets (includes $400.9 and $371.3, respectively,

related to CENG) 544.7 436.5
Restricted cash 52.0 2.7
Restricted cash—consolidated variable interest entities 52.3 24.3
Deferred income taxes — 127.9
Other 254.5 244.4

Total current assets 6,452.6 7,460.7

Investments and Other Noncurrent Assets
Investment in CENG 2,991.1 5,222.9
Other investments 189.9 424.3
Regulatory assets (net) 374.1 414.4
Goodwill 77.0 25.5
Derivative assets 258.9 633.9
Unamortized energy contract assets (includes $— and $400.9, respectively, related

to CENG) 109.8 604.7
Other 286.3 304.2

Total investments and other noncurrent assets 4,287.1 7,629.9

Property, Plant and Equipment
Nonregulated property, plant and equipment 6,387.2 5,784.6
Regulated property, plant and equipment 7,201.7 6,749.9
Accumulated depreciation (4,310.1) (4,080.7)

Net property, plant and equipment 9,278.8 8,453.8

Total Assets $20,018.5 $23,544.4

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

At December 31, 2010 2009

(In millions)
Liabilities and Equity

Current Liabilities
Short-term borrowings $ 32.4 $ 46.0
Current portion of long-term debt 245.6 0.4
Current portion of long-term debt—consolidated variable interest entities 59.7 56.5
Accounts payable 1,072.6 916.3
Accounts payable—consolidated variable interest entities 189.8 234.2
Customer deposits and collateral 87.2 103.3
Derivative liabilities 622.3 632.6
Unamortized energy contract liabilities 130.5 390.1
Deferred income taxes 56.5 —
Accrued taxes 71.0 877.3
Accrued expenses 358.1 409.8
Other 351.5 374.2

Total current liabilities 3,277.2 4,040.7

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 2,489.8 3,205.5
Asset retirement obligations 32.3 29.3
Derivative liabilities 353.0 674.1
Unamortized energy contract liabilities 411.1 653.7
Defined benefit obligations 574.7 743.9
Deferred investment tax credits 27.6 32.0
Other 296.0 388.8

Total deferred credits and other noncurrent liabilities 4,184.5 5,727.3

Long-term Debt, Net of Current Portion 4,054.2 4,359.6
Long-term Debt, Net of Current Portion—consolidated variable interest entities 394.6 454.4

Equity
Common shareholders’ equity 7,829.2 8,697.1
BGE preference stock not subject to mandatory redemption 190.0 190.0
Noncontrolling interests 88.8 75.3

Total equity 8,108.0 8,962.4

Commitments, Guarantees, and Contingencies (see Note 12)

Total Liabilities and Equity $20,018.5 $23,544.4

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies

Year Ended December 31, 2010 2009 2008

(In millions)
Cash Flows From Operating Activities

Net (loss) income $ (931.8) $ 4,503.4 $(1,318.4)
Adjustments to reconcile to net cash provided by (used in) operating activities

Depreciation, depletion, and amortization 517.6 589.1 583.2
Amortization of nuclear fuel — 117.9 123.9
Amortization of energy contracts and derivatives designated as hedges 319.6 (138.4) (256.3)
All other amortization 33.3 135.7 40.5
Accretion of asset retirement obligations 1.9 62.3 68.4
Deferred income taxes (716.4) 1,846.9 (122.8)
Investment tax credit adjustments (4.5) (12.1) (6.4)
Deferred fuel costs 67.4 68.9 52.0
Defined benefit obligation expense 99.5 85.3 99.6
Defined benefit obligation payments (324.0) (372.5) (120.4)
Merger termination and strategic alternatives costs — 128.2 541.8
Workforce reduction costs — 12.6 22.2
Impairment losses and other costs 2,476.8 124.7 741.8
Impairment losses on nuclear decommissioning trust assets — 62.6 165.0
Gain on sale of 49.99% membership interest in CENG — (7,445.6) —
(Gain) loss on divestitures (245.8) 468.8 (38.1)
Gains on termination of contracts (76.8) — (73.1)
Accrual of BGE residential customer credit — 112.4 —
Equity in earnings of affiliates less than dividends received 14.1 15.5 6.3
Derivative contracts classified as financing activities 186.0 1,138.3 (107.2)
Changes in working capital

Accounts receivable, excluding margin (236.5) 543.3 606.7
Derivative assets and liabilities, excluding collateral 449.9 425.3 (757.9)
Net collateral and margin 44.2 1,522.8 (960.3)
Materials, supplies, and fuel stocks 0.1 220.6 (33.5)
Other current assets (150.0) 217.2 (95.4)
Accounts payable and accrued liabilities 80.0 (1,105.0) (225.8)
Liability for unrecognized tax benefits (66.6) 102.1 79.7
Accrued taxes and other current liabilities (1,028.4) 788.8 (238.1)

Other 1.7 171.7 (38.5)

Net cash provided by (used in) operating activities 511.3 4,390.8 (1,261.1)

Cash Flows From Investing Activities
Investments in property, plant and equipment (995.6) (1,529.7) (1,934.1)
Asset acquisitions and business combinations, net of cash acquired (445.8) (41.1) (315.3)
Investments in nuclear decommissioning trust fund securities — (385.2) (440.6)
Proceeds from nuclear decommissioning trust fund securities — 366.5 421.9
Investments in joint ventures — (201.6) —
Proceeds from sale of 49.99% membership interest in CENG — 3,528.7 —
Proceeds from sales of investments and other assets 244.0 88.3 446.3
Proceeds from investment tax credits and grants related to renewable energy investments 56.5 — —
Contract and portfolio acquisitions (208.3) (2,153.7) —
(Increase) decrease in restricted funds (60.3) 1,003.3 (942.8)
Other (35.7) 0.1 21.7

Net cash (used in) provided by investing activities (1,445.2) 675.6 (2,742.9)

Cash Flows From Financing Activities
Net (maturity) issuance of short-term borrowings (13.6) (809.7) 813.7
Proceeds from issuance of common stock 14.0 33.9 17.6
Proceeds from issuance of long-term debt 550.0 136.1 3,211.4
Common stock dividends paid (183.3) (228.0) (336.3)
Reacquisition of common stock — — (16.2)
BGE preference stock dividends paid (13.2) (13.2) (13.2)
Proceeds from contract and portfolio acquisitions 52.2 2,263.1 —
Repayment of long-term debt (664.5) (1,986.8) (577.4)
Derivative contracts classified as financing activities (186.0) (1,138.3) 107.2
Debt and credit facility costs (32.8) (98.4) (104.8)
Other (0.4) 12.7 8.3

Net cash (used in) provided by financing activities (477.6) (1,828.6) 3,110.3

Net (Decrease) Increase in Cash and Cash Equivalents (1,411.5) 3,237.8 (893.7)
Cash and Cash Equivalents at Beginning of Year 3,440.0 202.2 1,095.9

Cash and Cash Equivalents at End of Year $ 2,028.5 $ 3,440.0 $ 202.2

Other Cash Flow Information:
Cash paid during the year for:

Interest (net of amounts capitalized) $ 289.5 $ 369.5 $ 341.4
Income taxes $ 1,044.2 $ 57.1 $ 119.2

See Notes to Consolidated Financial Statements.
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Conste l lat ion  Energy  Group,  Inc .  and  Subsid iar ies
Accumulated

Other
Retained Comprehensive Noncontrolling TotalCommon Stock

Years Ended December 31, 2010, 2009, and 2008 Shares Amount Earnings Loss Interests Amount

(Dollar amounts in millions, number of shares in thousands)
Balance at December 31, 2007 178,437 $ 2,513.3 $ 3,919.5 $ (1,092.6) $209.2 $ 5,549.4
Increase in noncontrolling interests from consolidation of a VIE 18.1 18.1

Comprehensive Loss
Net loss (1,314.4) (4.0) (1,318.4)
Other comprehensive loss

Hedging instruments:
Reclassification of net losses on hedging instruments from OCI

to net income, net of taxes of $(120.2) 200.6 200.6
Net unrealized loss on hedging instruments, net of taxes of

$561.6 (875.3) (875.3)
Available-for-sale securities:

Reclassification of net losses on securities from OCI to net
income, net of taxes of $(79.1) 81.7 81.7

Net unrealized losses on securities, net of taxes of $189.8 (197.5) (197.5)
Defined benefit plans:

Prior service cost arising during period, net of taxes of $4.9 (7.2) (7.2)
Net loss arising during period, net of taxes of $229.2 (339.9) (339.9)
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit cost,
net of taxes of $(14.9) 21.3 21.3

Net unrealized loss on foreign currency translation, net of taxes of
$0.1 (3.1) (3.1)

Other 0.2 0.2

Total Comprehensive Loss (1,314.4) (1,119.2) (4.0) (2,437.6)
Effect of adoption of fair value measurement accounting standard 0.9 0.9
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($1.91 per share) (341.3) (341.3)
Common stock issued and share-based awards * 21,406 667.3 (35.8) 631.5
Common stock purchased (200) (16.1) (16.1)
Common stock purchased and retired (514) — —
Other (0.2) (0.2)

Balance at December 31, 2008 199,129 3,164.5 2,228.7 (2,211.8) 210.1 3,391.5
Contribution from noncontrolling interest 8.0 8.0
Other noncontrolling interest activity 0.4 0.4

Comprehensive Income
Net income 4,443.4 60.0 4,503.4
Other comprehensive income

Hedging instruments:
Reclassification of net losses on hedging instruments from OCI

to net income, net of taxes of $(898.5) 1,499.4 1,499.4
Net unrealized loss on hedging instruments, net of taxes of

$251.2 (474.7) (474.7)
Available-for-sale securities:

Reclassification of net losses on securities from OCI to net
income, net of taxes of $(24.6) 25.4 25.4

Net unrealized gains on securities, net of taxes of $(78.2) 77.7 77.7
Defined benefit plans:

Prior service cost arising during period, net of taxes of $1.0 (1.5) (1.5)
Net gains arising during period, net of taxes of $(23.9) 26.9 26.9
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit cost,
net of taxes of $(19.8) 30.3 30.3

Deconsolidation of CENG joint venture:
Net unrealized gains on nuclear decommissioning trust funds,

net of taxes of $125.3 (125.3) (125.3)
Net unrealized losses on defined benefit plans, net of taxes of

$(94.6) 138.0 138.0
Net unrealized gains on foreign currency translation, net of taxes

of $(2.7) 7.1 7.1
Other comprehensive income—equity investment in CENG, net

of taxes of $(11.7) 12.9 12.9
Other comprehensive income related to other equity method

investees, net of taxes of $(1.3) 2.1 2.1

Total Comprehensive Income 4,443.4 1,218.3 60.0 5,721.7
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($0.96 per share) (192.2) (192.2)
Common stock issued and share-based awards 1,856 65.1 (18.9) 46.2

Balance at December 31, 2009 200,985 3,229.6 6,461.0 (993.5) 265.3 8,962.4

* Includes 19.9 million shares issued to MidAmerican Energy Holdings Company.

See Notes to Consolidated Financial Statements.

continued on next page

79

CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS’ EQUITY AND COMPREHENISVE INCOME (LOSS)



Accumulated
Other

Retained Comprehensive Noncontrolling TotalCommon Stock
Years Ended December 31, 2010, 2009, and 2008 Shares Amount Earnings Loss Interests Amount

(Dollar amounts in millions, number of shares in thousands)
Balance at December 31, 2009 200,985 $ 3,229.6 $ 6,461.0 $ (993.5) $265.3 $ 8,962.4
Sale of noncontrolling interest (17.6) (17.6)
Distribution from noncontrolling interest (6.3) (6.3)
Other noncontrolling interest activity (0.2) (0.2)

Comprehensive Income (Loss)
Net (loss) income (982.6) 50.8 (931.8)
Other comprehensive income (loss)

Hedging instruments:
Reclassification of net losses on hedging instruments from OCI

to net income, net of taxes of $(347.5) 582.4 582.4
Net unrealized loss on hedging instruments, net of taxes of

$134.6 (233.2) (233.2)
Available-for-sale securities:

Reclassification of net gains on securities from OCI to net
income, net of taxes of $0.1 (0.1) (0.1)

Net unrealized gains on securities, net of taxes of $(0.1) 0.1 0.1
Defined benefit plans:

Prior service cost arising during period, net of taxes of $(1.1) 1.6 1.6
Transition obligation arising during the period, net of taxes of

$(0.2) 0.4 0.4
Net losses arising during period, net of taxes of $31.3 (56.6) (56.6)
Amortization of net actuarial loss, prior service cost, and

transition obligation included in net periodic benefit cost,
net of taxes of $(15.5) 22.7 22.7

Net unrealized losses on foreign currency translation, net of taxes
of $2.2 (6.2) (6.2)

Other comprehensive income—equity investment in CENG, net
of taxes of $(14.1) 9.6 9.6

Other comprehensive loss related to other equity method
investees, net of taxes of $0.3 (0.5) (0.5)

Total Comprehensive Income (Loss) (982.6) 320.2 50.8 (611.6)
BGE preference stock dividends (13.2) (13.2)
Common stock dividend declared ($0.96 per share) (193.8) (193.8)
Common stock issued and share-based awards 1,304 77.4 (13.8) 63.6
Common stock returned in connection with comprehensive agreement

with EDF (2,500) (75.3) (75.3)

Balance at December 31, 2010 199,789 $3,231.7 $ 5,270.8 $ (673.3) $278.8 $ 8,108.0

See Notes to Consolidated Financial Statements.
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Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

Year Ended December 31, 2010 2009 2008

(In millions)
Revenues

Electric revenues $2,752.3 $2,820.7 $2,679.7
Gas revenues 709.4 758.3 1,024.0

Total revenues 3,461.7 3,579.0 3,703.7
Expenses

Operating expenses
Electricity purchased for resale 1,252.9 1,217.4 1,078.1
Electricity purchased for resale from affiliate 428.0 623.5 802.0
Gas purchased for resale 387.5 449.9 694.5
Operations and maintenance 484.5 433.7 428.2
Operations and maintenance from affiliate 121.6 126.2 109.6
Impairment losses and other costs — 20.0 —
Workforce reduction costs — — 6.4

Depreciation and amortization 249.2 262.1 227.9
Taxes other than income taxes 183.8 177.8 174.5

Total expenses 3,107.5 3,310.6 3,521.2

Income from Operations 354.2 268.4 182.5
Other Income 20.8 25.4 29.6
Fixed Charges

Interest expense 135.8 143.6 144.2
Allowance for borrowed funds used during construction (5.5) (4.3) (4.3)

Total fixed charges 130.3 139.3 139.9

Income Before Income Taxes 244.7 154.5 72.2
Income Taxes

Current (202.0) (119.8) (18.2)
Deferred 300.2 184.7 40.2
Investment tax credit adjustments (1.1) (1.1) (1.3)

Total income taxes 97.1 63.8 20.7

Net Income 147.6 90.7 51.5
Preference Stock Dividends 13.2 13.2 13.2

Net Income Attributable to Common Stock before Noncontrolling Interests 134.4 77.5 38.3
Net Loss Attributable to Noncontrolling Interests — 7.3 —

Net Income Attributable to Common Stock $ 134.4 $ 84.8 $ 38.3

See Notes to Consolidated Financial Statements.
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Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

At December 31, 2010 2009

(In millions)
Assets

Current Assets
Cash and cash equivalents $ 50.0 $ 13.6
Accounts receivable (net of allowance for uncollectibles of $34.9 and $46.2,

respectively) 351.4 311.7
Accounts receivable, unbilled (net of allowance for uncollectibles of $1.0 and $1.0,

respectively) 268.8 252.7
Investment in cash pool, affiliated company — 314.7
Accounts receivable, affiliated companies 1.1 15.4
Income taxes receivable, net 55.9 —
Fuel stocks 66.5 73.8
Materials and supplies 31.2 31.9
Prepaid taxes other than income taxes 51.7 49.5
Regulatory assets (net) 78.7 72.5
Restricted cash—consolidated variable interest entity 29.5 24.3
Deferred income taxes — 11.2
Other 9.5 11.3

Total current assets 994.3 1,182.6

Investments and Other Assets
Regulatory assets (net) 374.1 414.4
Receivable, affiliated company 494.3 326.2
Other 52.2 98.2

Total investments and other assets 920.6 838.8

Utility Plant
Plant in service

Electric 5,127.9 4,772.4
Gas 1,323.0 1,260.6
Common 507.8 499.0

Total plant in service 6,958.7 6,532.0
Accumulated depreciation (2,449.3) (2,318.2)

Net plant in service 4,509.4 4,213.8
Construction work in progress 232.9 215.5
Plant held for future use 10.1 2.4

Net utility plant 4,752.4 4,431.7

Total Assets $ 6,667.3 $ 6,453.1

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

At December 31, 2010 2009

(In millions)
Liabilities and Equity

Current Liabilities
Short-term borrowings $ — $ 46.0
Current portion of long-term debt 22.0 —
Current portion of long-term debt—consolidated variable interest entity 59.7 56.5
Accounts payable 252.9 166.0
Accounts payable, affiliated companies 84.9 98.3
Customer deposits 78.9 76.0
Deferred income taxes 30.1 —
Accrued taxes 19.0 80.2
Residential customer rate credit — 112.4
Liability for uncertain tax positions 62.8 —
Accrued expenses and other 99.7 96.1

Total current liabilities 710.0 731.5

Deferred Credits and Other Liabilities
Deferred income taxes 1,354.9 1,087.6
Payable, affiliated company 250.8 243.4
Deferred investment tax credits 8.4 9.5
Liability for uncertain tax positions — 73.3
Other 20.1 20.0

Total deferred credits and other liabilities 1,634.2 1,433.8

Long-term Debt
Rate stabilization bonds—consolidated variable interest entity 454.4 510.9
Other long-term debt 1,431.5 1,431.5
6.20% deferrable interest subordinated debentures due October 15, 2043 to wholly

owned BGE Capital Trust II relating to trust preferred securities 257.7 257.7
Unamortized discount and premium (2.0) (2.2)
Current portion of long-term debt (22.0) —
Current portion of long-term debt—consolidated variable interest entity (59.7) (56.5)

Total long-term debt 2,059.9 2,141.4

Equity
Common shareholder’s equity 2,073.2 1,938.8
Preference stock not subject to mandatory redemption 190.0 190.0
Noncontrolling interest — 17.6

Total equity 2,263.2 2,146.4

Commitments, Guarantees, and Contingencies (see Note 12)

Total Liabilities and Equity $6,667.3 $6,453.1

See Notes to Consolidated Financial Statements.
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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Balt imore  Gas  and  Electr ic  Company  and  Subsid iar ies

Year Ended December 31, 2010 2009 2008

(In millions)
Cash Flows From Operating Activities

Net income $ 147.6 $ 90.7 $ 51.5
Adjustments to reconcile to net cash provided by operating activities

Depreciation and amortization 249.2 262.1 227.9
Other amortization 5.2 9.2 13.2
Deferred income taxes 300.2 184.7 40.2
Investment tax credit adjustments (1.1) (1.1) (1.3)
Deferred fuel costs 67.4 68.9 52.0
Defined benefit plan expenses 36.0 32.7 30.6
Allowance for equity funds used during construction (10.5) (8.2) (8.0)
Accrual of residential customer rate credit — 112.4 —
Impairment losses and other costs — 20.0 —
Workforce reduction costs — — 6.4
Changes in:

Accounts receivable (57.6) (5.1) (33.1)
Accounts receivable, affiliated companies 14.3 (11.1) (0.1)
Materials, supplies, and fuel stocks 8.0 76.4 (40.6)
Income taxes receivable, net (55.9) — —
Other current assets (6.6) (10.2) (4.5)
Accounts payable 87.5 (65.0) 48.6
Accounts payable, affiliated companies (13.4) 1.3 (67.5)
Other current liabilities (121.5) 62.7 (11.4)
Long-term receivables and payables, affiliated companies (200.8) (197.8) (45.7)
Regulatory assets, net (64.3) (44.4) (18.7)

Other (64.9) 67.6 (10.4)

Net cash provided by operating activities 318.8 645.8 229.1

Cash Flows From Investing Activities
Utility construction expenditures (excluding equity portion of allowance for funds

used during construction) (496.8) (372.6) (426.4)
Change in cash pool at parent 314.7 (165.9) (70.4)
Proceeds from sales of investments and other assets 20.9 — 12.9
(Increase) decrease in restricted funds (5.2) (0.6) 15.5

Net cash used in investing activities (166.4) (539.1) (468.4)

Cash Flows From Financing Activities
Net (repayment) issuance of short-term borrowings (46.0) (324.0) 370.0
Proceeds from issuance of long-term debt — — 400.0
Repayment of long-term debt (56.5) (90.0) (350.0)
Debt issuance costs (0.3) (0.5) (2.7)
Contribution from noncontrolling interest — 8.0 —
Preference stock dividends paid (13.2) (13.2) (13.2)
Contribution from (distribution to) parent — 315.9 (171.7)

Net cash (used in) provided by financing activities (116.0) (103.8) 232.4

Net Increase (Decrease) in Cash and Cash Equivalents 36.4 2.9 (6.9)
Cash and Cash Equivalents at Beginning of Year 13.6 10.7 17.6

Cash and Cash Equivalents at End of Year $ 50.0 $ 13.6 $ 10.7

Other Cash Flow Information:
Cash paid (received) during the year for:

Interest (net of amounts capitalized) $ 127.9 $ 136.9 $ 126.6
Income taxes $ (76.0) $(250.9) $ (5.1)

See Notes to Consolidated Financial Statements
Certain prior-year amounts have been reclassified to conform with the current year’s presentation.
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1 Significant Accounting Policies

Nature of Our Business The only time we do not use this method is if we can
Constellation Energy Group, Inc. (Constellation Energy) is an exercise control over the operations and policies of the company.
energy company that conducts its business through various If we have control, accounting rules require us to use
subsidiaries organized around three business segments: a consolidation.
generation business (Generation), a customer supply business
(NewEnergy), and Baltimore Gas and Electric Company (BGE). The Cost Method
Our Generation and NewEnergy businesses are competitive We usually use the cost method if we hold less than a 20%
providers of energy solutions for a variety of customers. BGE is voting interest in an investment. Under the cost method, we
a regulated electric transmission and distribution utility company report our investment at cost in our Consolidated Balance
and a regulated gas distribution utility company with a service Sheets. We recognize income only to the extent that we receive
territory that covers the City of Baltimore and all or part of ten dividends or distributions. The only time we do not use this
counties in central Maryland. We describe our operating method is when we can exercise significant influence over the
segments in Note 3. operations and policies of the company. If we have significant

This report is a combined report of Constellation Energy influence, accounting rules require us to use the equity method.
and BGE. References in this report to ‘‘we’’ and ‘‘our’’ are to
Constellation Energy and its subsidiaries. References in this Sale of Subsidiary Ownership Interests
report to the ‘‘regulated business(es)’’ are to BGE. We may sell portions of our ownership interests in a subsidiary’s

stock. Through 2008, we recorded gains or losses on such sales
Consolidation Policy in our Consolidated Statements of Income (Loss), as a
We use three different accounting methods to report our component of non-operating income. Beginning in 2009, we
investments in our subsidiaries or other companies: treat sales of subsidiary stock as an equity transaction and do
consolidation, the equity method, and the cost method. not recognize any gains or losses on the transaction as long as

we retain a controlling financial interest.
Consolidation When we sell ownership interests in our subsidiaries and do
We use consolidation for two types of entities: not retain a controlling financial interest, we deconsolidate that

♦ subsidiaries in which we own a majority of the voting subsidiary. Upon deconsolidation, we recognize a gain or loss for
stock and exercise control over the operations and the difference between the sum of the fair value of any
policies of the company, and consideration received and the fair value of our retained

♦ variable interest entities (VIEs) for which we are the investment and the carrying amount of the former subsidiary’s
primary beneficiary, which means that we have a assets and liabilities.
controlling financial interest in a VIE. We discuss our On November 6, 2009, we completed the sale of a 49.99%
investments in VIEs in more detail in Note 4. membership interest in Constellation Energy Nuclear

Consolidation means that we combine the accounts of these Group LLC and affiliates (CENG), our nuclear generation and
entities with our accounts. Therefore, our consolidated financial operation business, to EDF Group and affiliates (EDF). As a
statements include our accounts, the accounts of our majority- result, we ceased to have a controlling financial interest in
owned subsidiaries that are not VIEs, and the accounts of VIEs CENG and deconsolidated CENG at that time. We account for
for which we are the primary beneficiary. We have consolidated our retained interest in CENG using the equity method. See
three VIEs for which we are the primary beneficiary. We Note 2 for the gain recognized in 2009 on our sale of a 49.99%
eliminate all intercompany balances and transactions when we interest in CENG to EDF.
consolidate these accounts.

Regulation of Electric and Gas Business
The Equity Method The Maryland Public Service Commission (Maryland PSC) and
We usually use the equity method to report investments, the Federal Energy Regulatory Commission (FERC) provide the
corporate joint ventures, partnerships, and affiliated companies final determination of the rates we charge our customers for our
where we hold a significant influence, which generally regulated businesses. Generally, we follow the same accounting
approximates a 20% to 50% voting interest. Under the equity policies and practices used by nonregulated companies for
method, we report: financial reporting under accounting principles generally

♦ our interest in the entity as an investment in our accepted in the United States of America. However, sometimes
Consolidated Balance Sheets, and the Maryland PSC or the FERC orders an accounting treatment

♦ our percentage share of the earnings from the entity in different from that used by nonregulated companies to
our Consolidated Statements of Income (Loss). If our determine the rates we charge our customers.
carrying value of the investment differs from our share When this happens, we and BGE must defer (include as an
of the investee’s equity, we recognize this basis difference asset or liability in the Consolidated Balance Sheets and exclude
as an adjustment of our share of the investee’s earnings. from Consolidated Statements of Income (Loss)) certain
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Revenuesregulated business expenses and income as regulatory assets and
Sources of Revenueliabilities. We and BGE have recorded these regulatory assets and
We earn revenues from the following primary business activities:liabilities in the Consolidated Balance Sheets.

♦ sale of energy and energy-related products, includingWe summarize and discuss regulatory assets and liabilities
electricity, natural gas, and other commodities, infurther in Note 6.
nonregulated markets;

♦ sale and delivery of electricity and natural gas toUse of Accounting Estimates
customers of BGE;Management makes estimates and assumptions when preparing

♦ trading energy and energy-related commodities; and,financial statements under accounting principles generally
♦ providing other energy-related nonregulated productsaccepted in the United States of America. These estimates and

and services.assumptions affect various matters, including:
We report BGE’s revenues from the sale and delivery of♦ our revenues and expenses in our Consolidated

electricity and natural gas to its customers as ‘‘Regulated electricStatements of Income (Loss) during the reporting
revenues’’ and ‘‘Regulated gas revenues’’ in our Consolidatedperiods,
Statements of Income (Loss). We report all other revenues as♦ our assets and liabilities in our Consolidated Balance
‘‘Nonregulated revenues.’’Sheets at the dates of the financial statements, and

Revenues from nonregulated activities result from contracts♦ our disclosure of contingent assets and liabilities at the
or other sales that generally reflect market prices in effect at thedates of the financial statements.
time that we executed the contract or the sale occurred. BGE’sThese estimates involve judgments with respect to
revenues from regulated activities reflect provisions of orders ofnumerous factors that are difficult to predict and are beyond
the Maryland PSC and the FERC. In certain cases, these ordersmanagement’s control. As a result, actual amounts could
require BGE to defer the difference between certain portions ofmaterially differ from these estimates.
its actual costs and the amount presently billable to customers.
BGE records these differences as regulatory assets or liabilities,Reclassifications
which we discuss in more detail in Note 6. We describe theIn accordance with the presentation requirements for
effects of these orders on BGE’s revenues below.consolidated VIEs, which we adopted on January 1, 2010, we

have separately presented the following material assets and
liabilities of these VIEs on our, and/or BGE’s, Consolidated Regulated Electric
Balance Sheets: BGE provides market-based standard offer electric service to its

♦ ‘‘Accounts receivable—consolidated variable interest residential, commercial, and industrial customers. BGE charges
entities,’’ these customers standard offer service (SOS) rates that are

♦ ‘‘Restricted cash—consolidated variable interest entities,’’ designed to recover BGE’s wholesale power supply costs and
♦ ‘‘Current portion of long-term debt—consolidated include an administrative fee consisting of a shareholder return

variable interest entities,’’ component and an incremental cost component. Pursuant to
♦ ‘‘Accounts payable—consolidated variable interest Senate Bill 1, the energy legislation enacted in Maryland in June

entities,’’ and 2006, BGE suspended collection of the shareholder return
♦ ‘‘Long-term Debt, Net of Current Portion—consolidated component of the administrative fee for residential SOS service

variable interest entities.’’ beginning January 1, 2007 for a 10-year period. However, under
We discuss our adoption of the reporting requirements for an order issued by the Maryland PSC in May 2007, as of

consolidated variable interest entities later in this Note. June 1, 2007, BGE reinstated collection of the residential return
We have also reclassified certain prior-period amounts: component of the SOS administration charge and began
♦ We have separately presented ‘‘Fuel and purchased providing all residential electric customers a credit for the return

energy expenses from affiliate’’ that was previously component of the administrative charge. As part of the
reported within ‘‘Fuel and purchased energy expenses’’ 2008 Maryland settlement agreement, which is discussed in
on our Consolidated Statements of Income (Loss). more detail in Note 2, BGE resumed collection of the

♦ We have separately presented ‘‘Accounts Payable’’ that shareholder return portion of the residential standard offer
was previously reported within ‘‘Accounts Payable and service administrative charge from June 1, 2008 through
Accrued Liabilities’’ on our Consolidated Balance Sheets. May 31, 2010 without having to rebate it to all residential

♦ We have separately presented ‘‘Regulatory assets, net’’ electric customers. Starting June 1, 2010, BGE is providing all
that was previously reported within ‘‘Other’’ on BGE’s residential electric customers a credit for the residential return
Consolidated Statements of Cash Flows. component of the administrative charge, which will continue

through December 2016.
As part of the October 30, 2009 order from the Maryland

PSC approving our transaction with EDF, BGE was permitted
to file an electric distribution rate case at any time beginning in
January 2010 and could not file a subsequent electric
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distribution rate case until January 2011. Any rate increase in We describe each of these accounting treatments below.
the first electric distribution rate case was capped at 5%.

In May 2010, BGE filed an electric and gas distribution Accrual Accounting
rate case with the Maryland PSC and the Maryland PSC issued Under accrual accounting, we record revenues in the period
an abbreviated order in December 2010. The order authorizes when we deliver energy commodities or products, render
BGE to increase electric distribution rates by $31.0 million and services, or settle contracts. We generally use accrual accounting
was based on an 8.06% rate of return with a 9.86% return on to recognize revenues for our sales of electricity, gas, coal, and
equity and a 52% equity ratio. other commodities as part of our physical delivery activities. We

BGE defers the difference between certain of its actual costs enter into these sales transactions using a variety of instruments,
related to the electric commodity and what it collects from including non-derivative agreements, derivatives that qualify for
customers under the commodity charge portion of SOS rates in and are designated as normal purchases and normal sales
a given period. BGE either bills or refunds its customers the (NPNS) of commodities that will be physically delivered, sales to
difference in the future. BGE’s customers under regulated service tariffs, and spot-market

sales, including settlements with independent system operators.
Regulated Gas We discuss the NPNS election later in this Note under
BGE charges its gas customers for the natural gas they purchase Derivatives and Hedging Activities.
from BGE using ‘‘gas cost adjustment clauses.’’ Under these However, we also use mark-to-market accounting rather
clauses, BGE defers the difference between certain of its actual than accrual accounting for recognizing revenue on our
costs related to the gas commodity and what it collects from competitive retail gas customer supply activities, our fixed
customers under the commodity charge in a given period for quantity competitive retail power customer supply activities for
evaluation under a market-based rates incentive mechanism. For new transactions closed after June 30, 2010, which are managed
each period subject to that mechanism, BGE compares its actual using economic hedges that we have not designated as cash-flow
cost of gas to a market index (a measure of the market price of hedges so as to match the timing of recognition of the earnings
gas for that period) and shares the difference equally between impacts of those activities to the greatest extent permissible, and
shareholders and customers through an adjustment to the price other physical commodity derivatives if we have not designated
of gas service in future periods. This sharing mechanism those contracts as NPNS.
excludes fixed-price contracts which the Maryland PSC requires We record accrual revenues from sales of products or
BGE to procure for at least 10%, but not more than 20%, of services on a gross basis at the contract, tariff, or spot price
forecasted system supply requirements for the November through because we are a principal to the transaction. Accrual revenues
March period. As a condition to the October 30, 2009 order also include certain other gains and losses that relate to these
from the Maryland PSC approving our transaction with EDF, activities or for which accrual accounting is required.
BGE was permitted to file a gas distribution case at any time We include in accrual revenues the effects of hedge
beginning in January 2010 and could not file a subsequent gas accounting for derivative contracts that qualify as hedges of our
distribution rate case until January 2011. sales of products or services. Substantially all of the derivatives

In May 2010, BGE filed an electric and gas distribution that we designate as hedges are cash flow hedges. We recognize
rate case with the Maryland PSC and the Maryland PSC issued the effective portion of hedge gains or losses in revenues during
an abbreviated order in December 2010. The order authorizes the same period in which we record the revenues from the
BGE to increase gas distribution rates by $9.8 million and was hedged transaction. We record any hedge ineffectiveness in
based on a 7.90% rate of return with a 9.56% return on equity revenues when it occurs. We discuss our hedge accounting policy
and a 52% equity ratio. in the Derivatives and Hedging Activities section later in this

Note.
We may make or receive cash payments at the time weSelection of Accounting Treatment

assume previously existing power sale agreements for which theWe determine the appropriate accounting treatment for
contract price differs from current market prices. We also mayrecognizing revenues based on the nature of the transaction,
designate a derivative as NPNS after its inception. We recognizegoverning accounting standards and, where required, by applying
the value of these derivatives in our Consolidated Balance Sheetsjudgment as to the most transparent presentation of the
as an ‘‘Unamortized energy contract’’ asset or liability. Weeconomics of the underlying transactions. We utilize two
amortize these assets and liabilities into revenues based on theprimary accounting treatments to recognize and report revenues
present value of the underlying cash flows provided by thein our results of operations:
contracts.♦ accrual accounting, including hedge accounting, and

♦ mark-to-market accounting.
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Fuel and Purchased Energy ExpensesThe following table summarizes the primary components of
Sources of Fuel and Purchased Energy Expensesaccrual revenues:
We incur fuel and purchased energy costs for:

Activity ♦ the fuel we use to generate electricity at our power
Nonregulated Regulated Other plants,

Physical Electricity Nonregulated ♦ purchases of electricity from others, andComponent of Energy and Gas Products and ♦ purchases of natural gas, coal, and other fuel types thatAccrual Revenues Delivery Sales Services
we resell.Gross amounts

We report these costs in ‘‘Fuel and purchased energyreceivable for sales of
expenses’’ in our Consolidated Statements of Income (Loss). Weproducts or services X X X
also include certain fuel-related direct costs, such as ancillarybased on contract,

tariff, or spot price services purchased from independent system operators,
transmission costs, brokerage fees, and freight costs in the sameReclassification of net
category in our Consolidated Statements of Income (Loss).gains/losses on cash

X
flow hedges from Fuel and purchased energy costs from nonregulated
AOCI activities result from contracts or other purchases that generally

reflect market prices in effect at the time that we executed theIneffective portion of
net gains/losses on X contract or the purchase occurred. BGE’s costs of electricity and
cash flow hedges gas for resale under regulated activities reflect actual costs of

purchases, adjusted to reflect provisions of orders of theAmortization of
Maryland PSC and the FERC. In certain cases, these ordersacquired energy

X
contract assets or require BGE to defer the difference between certain portions of
liabilities its actual costs and the amount presently billable to customers.

BGE records these differences as regulatory assets or liabilities,Recovery or refund of
deferred SOS and which we discuss in more detail in Note 6. We describe the
gas cost adjustment X effects of these orders on BGE’s fuel and purchased energy
clause regulatory expense below.
assets/liabilities

Regulated Electric
Mark-to-Market Accounting BGE provides market-based standard offer electric service to its
We record revenues using the mark-to-market method of residential, commercial, and industrial customers. BGE charges
accounting for transactions under derivative contracts for which these customers SOS rates that are designed to recover BGE’s
we are not permitted, or do not elect, to use accrual accounting wholesale power supply costs and include an administrative fee
or hedge accounting. These mark-to-market transactions consisting of a shareholder return component and an
primarily relate to our risk management and trading activities, incremental cost component. Starting June 1, 2010, BGE is
our competitive retail gas customer supply activities, and providing all residential electric customers a credit for the
economic hedges of other accrual activities. Mark-to-market residential return component of the administrative charge, which
revenues include: will continue through December 2016.

♦ origination gains or losses on new transactions, BGE defers the difference between certain of its actual costs
♦ unrealized gains and losses from changes in the fair related to the electric commodity and what it collects from

value of open contracts, customers under the commodity charge portion of SOS rates in
♦ net gains and losses from realized transactions, and a given period. BGE either bills or refunds its customers the
♦ changes in valuation adjustments. difference in the future and includes amortization of the deferred
Under the mark-to-market method of accounting, we amounts in fuel and purchased energy expense. Therefore, BGE

record any inception fair value of these contracts as derivative does not earn a profit on the cost of fuel and purchased energy
assets and liabilities at the time of contract execution. We record because its expense approximates the amount of the related
subsequent changes in the fair value of these derivative assets commodity charge included in revenues for the period, reflecting
and liabilities on a net basis in ‘‘Nonregulated revenues’’ in our actual costs adjusted for the effects of the regulatory deferral
Consolidated Statements of Income (Loss). We discuss our mechanism.
mark-to-market accounting policy in the Derivatives and Hedging
Activities section later in this Note. Regulated Gas

BGE charges its gas customers for the natural gas they purchase
from BGE using ‘‘gas cost adjustment clauses.’’ These clauses
include a market-based rates incentive mechanism that requires
BGE to compare its actual cost of gas to a market index (a
measure of the market price of gas for that period) and share the
difference equally between shareholders and customers. This
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sharing mechanism excludes fixed-price contracts which the contracts for which the contract price differs from current
Maryland PSC requires BGE to procure for at least 10%, but market prices. We recognize the cash payment at inception in
not more than 20%, of forecasted system supply requirements our Consolidated Balance Sheets as an ‘‘Unamortized energy
for the November through March period. contract’’ asset or liability. We amortize these assets and liabilities

BGE defers the difference between the portion of its actual into fuel and purchased energy expenses based on the present
gas commodity costs subject to the market-based rates incentive value of the underlying cash flows provided by the contracts.
mechanism and what it collects from customers under the The following table summarizes the primary components of
commodity charge in a given period. BGE either bills or refunds accrual purchased fuel and energy expense:
its customers the portion of this difference to which they are

Activityentitled through an adjustment to the price of gas service in
Component of Nonregulated Regulated Otherfuture periods and includes amortization of the deferred

Accrual Fuel and Physical Electricity Nonregulatedamounts in fuel and purchased energy expense. Purchased Energy Energy and Gas Products and
Expense Delivery Sales Services

Selection of Accounting Treatment Actual costs of fuel and
X X XWe determine the appropriate accounting treatment for fuel and purchased energy

purchased energy costs based on the nature of the transaction, Reclassification of net
governing accounting standards and, where required, by applying gains/losses on cash

Xjudgment as to the most transparent presentation of the flow hedges from
economics of the underlying transactions. We utilize two AOCI

primary accounting treatments to recognize and report these Ineffective portion of
costs in our Consolidated Statements of Income (Loss): net gains/losses on X

♦ accrual accounting, including hedge accounting, and cash flow hedges
♦ mark-to-market accounting. Amortization of
We describe each of these accounting treatments below. acquired energy

X
contract assets or
liabilitiesAccrual Accounting

Under accrual accounting, we record fuel and purchased energy Deferral or
expenses in the period when we consume the fuel or purchase amortization of

deferred SOS andthe electricity or other commodity for resale. We use accrual X
gas cost adjustmentaccounting to recognize substantially all of our fuel and
clause regulatorypurchased energy expenses as part of our physical delivery
assets/liabilitiesactivities. We make these purchases using a variety of

instruments, including non-derivative transactions, derivatives
that qualify for and are designated as NPNS, and spot-market Mark-to-Market Accounting
purchases, including settlements with independent system We record fuel and purchased energy expenses using the
operators. These transactions also include power purchase mark-to-market method of accounting for transactions under
agreements that qualify as operating leases, for which fuel and derivative contracts for which we are not permitted, or do not
purchased energy consists of both fixed capacity payments and elect, to use accrual accounting or hedge accounting in order to
variable payments based on the actual output of the plants. We match the earnings impacts of those activities to the greatest
discuss the NPNS election later in this Note under Derivatives extent permissible. These mark-to-market transactions relate to
and Hedging Activities. our physical international coal purchase contracts in 2009 and

In certain cases, we use mark-to-market accounting rather 2008. Mark-to-market costs include:
than accrual accounting for recognizing fuel and purchased ♦ unrealized gains and losses from changes in the fair
energy expenses on physical commodity derivatives if we have value of open contracts,
not designated those contracts as NPNS. ♦ net gains and losses from realized transactions, and

We include in accrual fuel and purchased energy expenses ♦ changes in valuation adjustments.
the effects of hedge accounting for derivative contracts that Under the mark-to-market method of accounting, we
qualify as hedges of our fuel and purchased energy costs. record any inception fair value of these contracts as derivative
Substantially all of the derivatives that we designate as hedges are assets and liabilities at the time of contract execution. We record
cash flow hedges. We recognize the effective portion of hedge subsequent changes in the fair value of these derivative assets
gains or losses in fuel and purchased energy expenses during the and liabilities on a net basis in ‘‘Fuel and purchased energy
same period in which we record the costs from the hedged expense’’ in our Consolidated Statements of Income (Loss). We
transaction. We record any hedge ineffectiveness in expense discuss our mark-to-market accounting policy in the Derivatives
when it occurs. We discuss our use of hedge accounting in the and Hedging Activities section later in this Note.
Derivatives and Hedging Activities section later in this Note.

We may make or receive cash payments at the time we
assume previously existing power purchase agreements or other
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Recognition and MeasurementDerivatives and Hedging Activities Accounting
Treatment Balance Sheet Income StatementWe engage in electricity, natural gas, coal, emission allowances,

and other commodity marketing and risk management activities NPNS ♦ Fair value not recorded ♦ Changes in fair value not
(accrual) ♦ Accounts receivable or recognized in earningsas part of our NewEnergy business. In order to manage our

accounts payable recorded ♦ Revenue or expense recog-exposure to commodity price fluctuations, we enter into energy
when derivative settles nized in earnings when

and energy-related derivative contracts traded in the underlying physical com-
modity is sold or con-over-the-counter markets or on exchanges. These contracts
sumedinclude:

♦ forward physical purchase and sales contracts,
♦ futures contracts, Mark-to-Market
♦ financial swaps, and We generally apply mark-to-market accounting for risk
♦ option contracts. management and trading activities because changes in fair value
We use interest rate swaps to manage our interest rate more closely reflect the economic performance of the activity.

exposures associated with new debt issuances, to manage our However, we also use mark-to-market accounting for derivatives
exposure to fluctuations in interest rates on variable rate debt, related to the following physical energy delivery activities:
and to optimize the mix of fixed and floating-rate debt. We use ♦ our competitive retail gas customer supply activities,
foreign currency swaps to manage our exposure to foreign which are managed using economic hedges that we have
currency exchange rate fluctuations. not designated as cash-flow hedges, in order to match

the timing of recognition of the earnings impacts of
Selection of Accounting Treatment those activities to the greatest extent permissible, and
We account for derivative instruments and hedging activities in ♦ economic hedges of activities that require accrual
accordance with several possible accounting treatments that meet accounting for which the related hedge requires
all of the requirements of the accounting standard. mark-to-market accounting.
Mark-to-market is the default accounting treatment for all We may record origination gains associated with derivatives
derivatives unless they qualify, and we specifically designate subject to mark-to-market accounting. Origination gains
them, for one of the other accounting treatments. Derivatives represent the initial fair value of certain structured transactions
designated for any of the other elective accounting treatments that our portfolio management and trading operation executes to
must meet specific, restrictive criteria, both at the time of meet the risk management needs of our customers. Historically,
designation and on an ongoing basis. transactions that result in origination gains have been unique

The following are permissible accounting treatments for and resulted in individually significant gains from a single
derivatives: transaction. We generally recognize origination gains when we

♦ mark-to-market, are able to obtain observable market data to validate that the
♦ cash flow hedge, initial fair value of the contract differs from the contract price.
♦ fair value hedge, and
♦ NPNS. Cash Flow Hedge
Each of the accounting treatments for derivatives affects our We generally elect cash flow hedge accounting for most of the

financial statements in substantially different ways as summarized derivatives that we use to hedge market price risk for our
below: physical energy delivery (Generation and NewEnergy businesses)

Recognition and MeasurementAccounting activities because cash flow hedge accounting more closely aligns
Treatment Balance Sheet Income Statement

the timing of earnings recognition, cash flows, and the
Mark-to-market ♦ Derivative asset or liability ♦ Changes in fair value rec- underlying business activities. We only use fair value hedge

recorded at fair value ognized in earnings
accounting on a limited basis.

Cash flow ♦ Derivative asset or liability ♦ Ineffective changes in fair We use regression analysis to determine whether we expecthedge recorded at fair value value recognized in earn-
a derivative to be highly effective as a cash flow hedge prior to♦ Effective changes in fair ings

value recognized in accu- ♦ Amounts in accumulated electing hedge accounting and also to determine whether all
mulated other comprehen- other comprehensive derivatives designated as cash flow hedges have been effective.
sive income income reclassified to earn-

We perform these effectiveness tests prior to designation for allings when the hedged fore-
casted transaction affects new hedges and on a daily basis for all existing hedges. We
earnings or becomes proba- calculate the actual amount of ineffectiveness on our cash flow
ble of not occurring

hedges using the ‘‘dollar offset’’ method, which compares
Fair value ♦ Derivative asset or liability ♦ Changes in fair value rec- changes in the expected cash flows of the hedged transaction tohedge recorded at fair value ognized in earnings

changes in the value of expected cash flows from the hedge.♦ Book value of hedged asset ♦ Changes in fair value of
or liability adjusted for hedged asset or liability We discontinue hedge accounting when our effectiveness
changes in its fair value recognized in earnings tests indicate that a derivative is no longer highly effective as a

hedge; when the derivative expires or is sold, terminated or
exercised; when the hedged item matures, is sold or repaid; or
when we determine that the occurrence of the hedged forecasted
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transaction is not probable. When we discontinue hedge Balance Sheet Netting
accounting but continue to hold the derivative, we begin to We often transact with counterparties under master agreements
apply mark-to-market accounting at that time. and other arrangements that provide us with a right of setoff of

amounts due to us and from us in the event of bankruptcy or
default by the counterparty. We report these transactions on aNPNS
net basis in our Consolidated Balance Sheets.We elect NPNS accounting for derivative contracts that provide

We apply balance sheet netting separately for current andfor the purchase or sale of a physical commodity that will be
noncurrent derivatives. Current derivatives represent the portiondelivered in quantities expected to be used or sold over a
of derivative contract cash flows expected to occur withinreasonable period in the normal course of business. Once we
12 months, and noncurrent derivatives represent the portion ofelect NPNS classification for a given contract, we do not
those cash flows expected to occur beyond 12 months. Withinsubsequently change the election and treat the contract as a
each of these categories, we net all amounts due to and fromderivative using mark-to-market or hedge accounting. However,
each counterparty under master agreements into a single netif we were to determine that a transaction designated as NPNS
asset or liability. We include fair value cash collateral amountsno longer qualified for the NPNS election, we would have to
received and posted in determining this net asset and liabilityrecord the fair value of that contract on the balance sheet at that
amount.time and immediately recognize that amount in earnings.

Unamortized Energy Assets and LiabilitiesFair Value
Unamortized energy contract assets and liabilities represent theWe record mark-to-market and hedge derivatives at fair value,
remaining unamortized balance of non-derivative energywhich represents an exit price for the asset or liability from the
contracts that we acquired, certain contracts which no longerperspective of a market participant. An exit price is the price at
qualify as derivatives due to the absence of a liquid market, orwhich a market participant could sell an asset or transfer a
derivatives designated as NPNS that we had previously recordedliability to an unrelated party. While some of our derivatives
as ‘‘Derivative assets or liabilities.’’ The initial amount recordedrelate to commodities or instruments for which quoted market
represents the fair value of the contract at the time ofprices are available from external sources, many other
acquisition or designation, and the balance is amortized over thecommodities and related contracts are not actively traded.
life of the contract in relation to the present value of theAdditionally, some contracts include quantities and other factors
underlying cash flows. The amortization of these values isthat vary over time. As a result, often we must use modeling
discussed in the Revenues and Fuel and Purchased Energy Expensestechniques to estimate expected future market prices, contract
sections of this Note.quantities, or both in order to determine fair value.

The prices, quantities, and other factors we use to
Credit Riskdetermine fair value reflect management’s best estimates of
Credit risk is the loss that may result from counterpartyinputs a market participant would consider. We record valuation
non-performance. We are exposed to credit risk, primarilyadjustments to reflect uncertainties associated with estimates
through our NewEnergy business. We use credit policies toinherent in the determination of fair value that are not
manage our credit risk, including utilizing an established creditincorporated in market price information or other market-based
approval process, daily monitoring of counterparty limits,estimates we use to determine fair value. To the extent possible,
employing credit mitigation measures such as margin, collateralwe utilize market-based data together with quantitative methods
(cash or letters of credit) or prepayment arrangements, and usingfor both measuring the uncertainties for which we record
master netting agreements. We measure credit risk as thevaluation adjustments and determining the level of such
replacement cost for open energy commodity and derivativeadjustments and changes in those levels.
positions (both mark-to-market and accrual) plus amounts owedThe valuation adjustments we record include the following:
from counterparties for settled transactions. The replacement♦ Close-out adjustment—the estimated cost to close out
cost of open positions represents unrealized gains, less anyor sell to a third party open mark-to-market positions.
unrealized losses where we have a legally enforceable right ofThis valuation adjustment has the effect of valuing
setoff.purchase contracts at the bid price and sale contracts at

Electric and gas utilities, municipalities, cooperatives,the offer price.
generation owners, coal producers, and energy marketers♦ Unobservable input valuation adjustment—necessary
comprise the majority of counterparties underlying our assetswhen we determine fair value for derivative positions
from our wholesale marketing and risk management activities.using internally developed models that use unobservable
We held cash collateral from these counterparties totalinginputs due to the absence of observable market
$28.8 million as of December 31, 2010 and $95.2 million as ofinformation.
December 31, 2009. These amounts are included in ‘‘Customer♦ Credit spread adjustment—necessary to reflect the
deposits and collateral’’ in our Consolidated Balance Sheets.credit-worthiness of each customer (counterparty).

We consider a significant concentration of credit risk to beWe discuss derivatives and hedging activities as well as how
any single obligor or counterparty whose concentration exceedswe determine fair value in detail in Note 13.
10% of total credit exposure. As of December 31, 2010, two
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counterparties, CENG and a large power cooperative, comprise The tax effects of the temporary differences in these items are
total exposure concentrations of 25%. No counterparties based reported as deferred income tax assets or liabilities in our
in a single country other than the United States in aggregate Consolidated Balance Sheets. We measure the deferred income
comprise more than 10% of the total exposure of the portfolio. tax assets and liabilities using income tax rates that are currently

in effect.
Equity Investment (Losses) Earnings A portion of our total deferred income tax liability relates
We include equity in earnings from our investments in to our regulated business, but has not been reflected in the rates
qualifying facilities and power projects, joint ventures, and we charge our customers. We refer to this portion of the liability
Constellation Energy Partners LLC (CEP) in ‘‘Equity Investment as ‘‘Income taxes recoverable through future rates (net).’’ We
(Losses) Earnings’’ in our Consolidated Statements of Income have recorded that portion of the net liability as a regulatory
(Loss) in the period they are earned. ‘‘Equity Investment (Losses) asset in our Consolidated Balance Sheets. We discuss this further
Earnings’’ also includes any adjustments to amortize the in Note 6.
difference, if any, except for goodwill and land, between our cost
in an equity method investment and our underlying equity in Interest and Penalties
net assets of the investee at the date of investment. We recognize interest and penalties related to tax

We consider our investments in generation-related underpayments, assessments, and unrecognized tax benefits in
qualifying facilities, power projects, and joint ventures to be ‘‘Income tax expense (benefit)’’ in our Consolidated Statements
integral to our operations. of Income (Loss).

Taxes Unrecognized Tax Benefits
We summarize our income taxes in Note 10. BGE and our other We recognize in our financial statements the effects of uncertain
subsidiaries record their allocated share of our consolidated tax positions if we believe that these positions are
federal income tax liability using the percentage complementary ‘‘more-likely-than-not’’ to be realized. We establish liabilities to
method specified in U.S. income tax regulations. As you read reflect the portion of those positions we cannot conclude are
this section, it may be helpful to refer to Note 10. ‘‘more-likely-than-not’’ to be realized upon ultimate settlement.

These are referred to as liabilities for unrecognized tax benefits.
Income Tax Expense We discuss our unrecognized tax benefits in more detail in
We have two categories of income tax expense—current and Note 10.
deferred. We describe each of these below:

♦ current income tax expense consists solely of regular tax State and Local Taxes
less applicable tax credits, and State and local income taxes are included in ‘‘Income tax

♦ deferred income tax expense is equal to the changes in expense (benefit)’’ in our Consolidated Statements of Income
the net deferred income tax liability, excluding amounts (Loss).
charged or credited to accumulated other comprehensive
income. Our deferred income tax expense is increased or Taxes Other Than Income Taxes
reduced for changes to the ‘‘Income taxes recoverable Taxes other than income taxes primarily include property and
through future rates (net)’’ regulatory asset (described gross receipts taxes along with franchise taxes and other
below) during the year. non-income taxes, surcharges, and fees.

BGE and our NewEnergy business collect certain taxes
Tax Credits from customers such as sales and gross receipts taxes, along with
We defer the investment tax credits associated with our regulated other taxes, surcharges, and fees that are levied by state or local
business, assets previously held by our regulated business, and governments on the sale or distribution of gas and electricity.
any investment tax credits that are convertible to cash grants in Some of these taxes are imposed on the customer and others are
our Consolidated Balance Sheets. The investment tax credits that imposed on BGE and our NewEnergy business. Where these
are convertible to cash grants are recorded as a reduction to the taxes, such as sales taxes, are imposed on the customer, we
carrying value of the underlying property and subsequently account for these taxes on a net basis with no impact to our
amortized evenly to earnings over the life of each underlying Consolidated Statements of Income (Loss). However, where these
property. We reduce current income tax expense in our taxes, such as gross receipts taxes or other surcharges or fees, are
Consolidated Statements of Income (Loss) for any investment imposed on BGE or our NewEnergy business, we account for
tax credits that are not convertible to cash grants and other tax these taxes on a gross basis. Accordingly, we recognize revenues
credits associated with our nonregulated businesses. for these taxes collected from customers along with an offsetting

tax expense, which are both included in our Consolidated
Deferred Income Tax Assets and Liabilities
We must report some of our revenues and expenses differently
for our financial statements than for income tax return purposes.
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Statements of Income (Loss). The taxes, surcharges, or fees that the number of awards that are expected to vest during the
are included in revenues were as follows: service period, and ultimately true-up the estimated expense to

the actual expense associated with vested awards. We estimate
the fair value of stock option awards on the date of grant usingYear Ended December 31, 2010 2009 2008
the Black-Scholes option-pricing model and we remeasure the(In millions)
fair value of liability awards each reporting period. We do notConstellation Energy (including
capitalize any portion of our stock-based compensation.BGE) $122.2 $106.8 $111.7

BGE 81.9 76.8 73.2
Cash and Cash Equivalents
All highly liquid investments with original maturities of three

Earnings Per Share months or less are considered cash equivalents.
Basic earnings per common share (EPS) is computed by dividing
net income (loss) attributable to common stock by the weighted- Accounts Receivable and Allowance for Uncollectibles
average number of common shares outstanding for the year. Accounts receivable, which includes cash collateral posted in our
Diluted EPS reflects the potential dilution of common stock margin account with third party brokers, are stated at the
equivalent shares that could occur if securities or other contracts historical carrying amount net of write-offs and allowance for
to issue common stock were exercised or converted into uncollectibles. We establish an allowance for uncollectibles based
common stock. on our expected exposure to the credit risk of customers based

Our dilutive common stock equivalent shares primarily on a variety of factors.
consist of stock options and other stock-based compensation
awards. The following table presents stock options that were not Materials, Supplies, and Fuel Stocks
dilutive and were excluded from the computation of diluted EPS We record our fuel stocks, emissions credits, renewable energy
in each period, as well as the dilutive common stock equivalent credits, coal held for resale, and materials and supplies at the
shares as follows: lower of cost or market. We determine cost using the average

cost method for our entire inventory.
Year Ended December 31, 2010 2009 2008

Restricted Cash(In millions)
At December 31, 2010, our restricted cash primarily includedNon-dilutive stock options 5.6 5.1 2.6
cash at one of our consolidated variable interest entities, cashDilutive common stock equivalent
held in escrow for the acquisition of the Boston Generating fleetshares 1.6 1.0 5.5
of generating plants, and BGE’s funds restricted for the

As a result of the Company incurring a loss for the years ended repayment of the rate stabilization bonds. At December 31,
December 31, 2010 and December 31, 2008, diluted common 2009, restricted cash also included proceeds from financing for
stock equivalent shares were not included in calculating diluted EPS the acquisition, construction, installation and equipping of
for those reporting periods. certain sewage and solid waste disposal facilities at our Brandon

Shores coal-fired generating plant in Maryland.
We issued to MidAmerican Energy Holdings Company As of December 31, 2010 and 2009, BGE’s restricted cash

(MidAmerican) 19,897,322 shares of Constellation Energy’s primarily represented funds restricted at its consolidated variable
common stock upon the conversion of the Series A Preferred interest entity for the repayment of the rate stabilization bonds.
Stock, which occurred upon the termination of the merger We discuss the rate stabilization bonds in more detail in Note 9.
agreement with MidAmerican on December 17, 2008. These
additional shares impacted our earnings per share for 2009. Financial Investments

In Note 4, we summarize the financial investments that are in
Stock-Based Compensation our Consolidated Balance Sheets.
Under our long-term incentive plans, we have granted stock We report our debt and equity securities at fair value, and
options, performance-based units, service-based units, we use either specific identification or average cost to determine
performance and service-based restricted stock, and equity to their cost for computing realized gains or losses.
officers, key employees, and members of the Board of Directors.
We discuss these awards in more detail in Note 14. Available-for-Sale Securities

We recognize compensation expense for all equity-based We classify our investments in trust assets securing certain
compensation awards issued to employees that are expected to executive benefits that are classified as available-for-sale securities.
vest. Equity-based compensation awards include stock options, We include any unrealized gains (losses) on our
restricted stock, and any other share-based payments. We available-for-sale securities in ‘‘Accumulated other comprehensive
recognize compensation cost over the period during which an loss’’ in our Consolidated Statements of Common Shareholders’
employee is required to provide service in exchange for the Equity and Comprehensive Income (Loss).
award, which is typically a one to five-year period. We use a
forfeiture assumption based on historical experience to estimate
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Evaluation of Assets for Impairment and Other Than Goodwill and Intangible Assets
Temporary Decline in Value Goodwill is the excess of the purchase price of an acquired
Long-Lived Assets business over the fair value of the net assets acquired. We do not
We evaluate certain assets that have long lives (for example, amortize goodwill. We evaluate goodwill for impairment at least
generating property and equipment and real estate) to determine annually or more frequently if events and circumstances indicate
if they are impaired when certain conditions exist. We test our the business might be impaired. Goodwill is impaired if the
long-lived assets and proved gas properties for recoverability carrying value of the business exceeds fair value. Annually, we
whenever events or changes in circumstances indicate that their estimate the fair value of our businesses using techniques similar
carrying amount may not be recoverable. to those used to estimate future cash flows for long-lived assets

We determine if long-lived assets and proved gas properties as previously discussed. If the estimated fair value of the business
are impaired by comparing their undiscounted expected future is less than its carrying value, an impairment loss is required to
cash flows to their carrying amount in our accounting records. be recognized to the extent that the carrying value of goodwill is
Cash flows for long-lived assets are determined at the lowest greater than its fair value. We amortize intangible assets with
level for which identifiable cash flows are largely independent of finite lives. We discuss the changes in our goodwill and
the cash flows of other assets and liabilities. Undiscounted intangible assets in more detail in Note 5.
expected future cash flows for proved gas properties include
risk-adjusted probable and possible reserves. Property, Plant and Equipment, Depreciation, Depletion,

We record an impairment loss if the undiscounted expected Amortization, and Accretion of Asset Retirement
Obligationsfuture cash flows are less than the carrying amount of the asset.
We report our property, plant and equipment at its original cost,The amount of the impairment loss we record equals the
unless impaired.difference between the estimated fair value of the asset and its

Original cost includes:carrying amount in our accounting records.
♦ material and labor,We evaluate unproved gas producing properties at least
♦ contractor costs, andannually to determine if they are impaired. Impairment for
♦ construction overhead costs, financing costs, and costsunproved property occurs if there are no firm plans to continue

for asset retirement obligations (where applicable).drilling, lease expiration is at risk, or historical experience
We own an undivided interest in the Keystone andnecessitates a valuation allowance.

Conemaugh electric generating plants in Western Pennsylvania,We use our best estimates in making these evaluations and
as well as in the Conemaugh substation and transmission lineconsider various factors, including forward price curves for
that transports the plants’ output to the joint owners’ serviceenergy, fuel costs, legislative initiatives, and operating costs.
territories. Our ownership interests in these plants are 20.99% inHowever, actual future market prices and project costs could
Keystone and 10.56% in Conemaugh. These ownership interestsvary from those used in our impairment evaluations, and the
represented a net investment of $338.0 million at December 31,impact of such variations could be material.
2010 and $339.6 million at December 31, 2009. Each owner is
responsible for financing its proportionate share of the plants’Investments
working funds. Working funds are used for operating expensesWe evaluate our equity method and cost method investments
and capital expenditures. Operating expenses related to these(for example, CENG, CEP and partnerships that own power
plants are included in ‘‘Operating expenses’’ in our Consolidatedprojects) to determine whether or not they are impaired. The
Statements of Income (Loss). Capital costs related to these plantsstandard for determining whether an impairment must be
are included in ‘‘Nonregulated property, plant and equipment’’recorded is whether the investment has experienced an ‘‘other
in our Consolidated Balance Sheets.than a temporary’’ decline in value.

The ‘‘Nonregulated property, plant and equipment’’ in ourAdditionally, if the projects in which we hold these
Consolidated Balance Sheets includes nonregulated generationinvestments recognize an impairment, we would record our
construction work in progress of $70.9 million at December 31,proportionate share of that impairment loss and would evaluate
2010 and $685.1 million at December 31, 2009.our investment for an other than temporary decline in value.

When we retire or dispose of property, plant andWe continuously monitor issues that potentially could
equipment, we remove the asset’s cost from our Consolidatedimpact future profitability of our equity method investments
Balance Sheets. We charge this cost to accumulated depreciationthat own coal, hydroelectric, fuel processing projects, as well as
for assets that were depreciated under the group, straight-lineour equity investments in our nuclear joint venture and CEP.
method. This includes regulated property, plant and equipmentThese issues include environmental and legislative initiatives.
and nonregulated generating assets. For all other assets, we
remove the accumulated depreciation and amortization amountsDebt and Equity Securities
from our Consolidated Balance Sheets and record any gain orWe determine whether a decline in fair value of a debt or equity
loss in our Consolidated Statements of Income (Loss).investment below book value is other than temporary. If we

The costs of maintenance and certain replacements aredetermine that the decline in fair value is other than temporary,
charged to ‘‘Operating expenses’’ in our Consolidated Statementswe write-down the cost basis of the investment to fair value as a
of Income (Loss) as incurred.new cost basis.
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Our oil and gas exploration and production activities Nuclear Power Plant (Calvert Cliffs), Nine Mile Point Nuclear
consist of working interests in gas producing fields. We account Station (Nine Mile Point) and R. E. Ginna Nuclear Power Plant
for these activities under the successful efforts method of (Ginna). Upon the close of the transaction with EDF on
accounting. Acquisition, development, and exploration costs are November 6, 2009, we deconsolidated CENG and removed the
capitalized. Costs of drilling exploratory wells are initially asset retirement obligations associated with these nuclear power
capitalized and later charged to expense if reserves are not plants from our Consolidated Balance Sheets. Our remaining
discovered or deemed not to be commercially viable. Other asset retirement obligations are associated with our other
exploratory costs are charged to expense when incurred. generating facilities and certain other long-lived assets.

From time to time, we will perform studies to update our
asset retirement obligations. We record a liability when we areDepreciation and Depletion Expense
able to reasonably estimate the fair value of any future legalWe compute depreciation for our generating, electric
obligations associated with retirement that have been incurredtransmission and distribution, and gas distribution facilities. We
and capitalize a corresponding amount as part of the book valuecompute depletion for our oil and gas exploitation and
of the related long-lived assets.production activities. Depreciation and depletion are determined

The increase in the capitalized cost is included inusing the following methods:
determining depreciation expense over the estimated useful lives♦ the group straight-line method using rates averaging
of these assets. Since the fair value of the asset retirementapproximately 2.9% per year for our generating assets,
obligations is determined using a present value approach,♦ the group straight-line method, approved by the
accretion of the liability due to the passage of time is recognizedMaryland PSC, applied to the average investment,
each period to ‘‘Accretion of asset retirement obligations’’ in ouradjusted for anticipated costs of removal less salvage, in
Consolidated Statements of Income (Loss) until the settlementclasses of depreciable property based on an average rate
of the liability. We record a gain or loss when the liability isof approximately 3.2% per year for our regulated
settled after retirement for any difference between the accruedbusiness, or
liability and actual costs.♦ the units-of-production method over the remaining life

of the estimated proved reserves at the field level for
Capitalized Interest and Allowance for Funds Usedacquisition costs and over the remaining life of proved
During Constructiondeveloped reserves at the field level for development
Capitalized Interestcosts. The estimates for gas reserves are based on
Our nonregulated businesses capitalize interest costs for costsinternal calculations.
incurred to finance our power plant construction projects, realOther assets are depreciated primarily using the straight-line
estate developed for internal use, and other capital projects.method and the following estimated useful lives:

Allowance for Funds Used During Construction (AFC)Asset Estimated Useful Lives
BGE finances its construction projects with borrowed funds and

Building and improvements 5 - 50 years equity funds. BGE is allowed by the Maryland PSC and the
Office equipment and furniture 3 - 20 years FERC to record the costs of these funds as part of the cost of
Transportation equipment 5 - 15 years construction projects in its Consolidated Balance Sheets. BGE
Computer software 3 - 10 years does this through the AFC, which it calculates using rates

authorized by the Maryland PSC and the FERC. BGE bills its
Amortization Expense customers for the AFC plus a return after the utility property is
Amortization is an accounting process of reducing an asset placed in service.
amount in our Consolidated Balance Sheets over a period of The AFC rates for the period January 1, 2010 through
time that approximates the asset’s useful life. When we reduce December 3, 2010 were 9.40% for electric distribution plant,
amounts in our Consolidated Balance Sheets, we record 8.47% for electric transmission plant, 8.49% for gas plant, and
amortization expense in our Consolidated Statements of Income 9.08% for common plant. The AFC rates for the period
(Loss). We discuss the types of assets that we amortize and the December 4, 2010 through December 31, 2010 were 8.06% for
periods over which we amortize them in more detail in Note 5. electric distribution plant, 8.47% for electric transmission plant,

7.90% for gas plant, and 8.07% for common plant. BGE
Accretion Expense compounds AFC annually.
We recognize an estimated liability for legal obligations and legal
obligations conditional upon a future event associated with the Long-Term Debt and Credit Facilities
retirement of tangible long-lived assets. Our conditional asset We defer all costs related to the issuance of long-term debt and
retirement obligations relate primarily to asbestos removal at credit facilities. These costs include underwriters’ commissions,
certain of our generating facilities. discounts or premiums, other costs such as external legal,

Prior to November 6, 2009, substantially all of our total accounting, and regulatory fees, and printing costs. We amortize
asset retirement obligation was associated with the costs related to long-term debt into interest expense over the life
decommissioning of our nuclear power plants—Calvert Cliffs
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of the debt. We amortize costs related to credit facilities to other We adopted this guidance on January 1, 2010 and, as a
(expenses) income over the terms of the facilities. result of our assessment and implementation of the new

In addition to the fees that are paid upfront for credit requirements, our accounting and disclosures related to VIEs
facilities, we also incur ongoing fees related to these facilities. We were impacted as follows:
record the ongoing fees in other (expense) income, and we ♦ We have presented separately on our Consolidated
record interest incurred on cash draws in interest expense. Balance Sheets, to the extent material, the assets of our

When BGE incurs gains or losses on debt that it retires consolidated VIEs that can only be used to settle
prior to maturity, it amortizes those gains or losses over the specific obligations of the consolidated VIE, and the
remaining original life of the debt in accordance with regulatory liabilities of our consolidated VIEs for which creditors
requirements. do not have recourse to our general credit.

♦ The new requirements emphasize a qualitative
Accounting Standards Adopted assessment of whether the equity holders of the entity
Accounting for Variable Interest Entities have the power to direct matters that most significantly
In June 2009, the FASB amended the accounting, presentation, impact the entity. We have evaluated all existing entities
and disclosure guidance related to variable interest entities. under the new VIE accounting requirements, both those

The amended standard includes the following significant previously considered VIEs and those considered
provisions: potential VIEs. Our accounting for and disclosure about

♦ requires an entity to qualitatively assess whether it VIEs did not change materially as a result of these
should consolidate a VIE based on whether the entity assessments.
(1) has the power to direct matters that most We discuss our investments in variable interest entities in
significantly impact the activities of the VIE, and more detail in Note 4.
(2) has the obligation to absorb losses or the right to
receive benefits of the VIE that could potentially be Noncontrolling Interests in Consolidated Financial Statements
significant to the VIE, Effective January 1, 2009, we adopted guidance relating to the

♦ requires an ongoing reconsideration of this assessment accounting and reporting of noncontrolling interests in
instead of only upon certain triggering events, consolidated financial statements. We presented and disclosed

♦ amends the events that trigger a reassessment of whether our noncontrolling interests in our Consolidated Financial
an entity is a VIE, and Statements, and we accounted for the 2009 sale of a 49.99%

♦ requires the entity that consolidates a VIE membership interest in CENG to EDF by deconsolidating
(the primary beneficiary) to present separately on the CENG, measuring our retained interest at fair value, and
face of its balance sheet (1) the assets of the consolidated recognizing a gain at closing. We discuss this transaction in
VIE, if they can be used to only settle specific more detail in Note 2.
obligations of the consolidated VIE, and (2) the liabilities
of a consolidated VIE for which creditors do not have
recourse to the general credit of the primary beneficiary.
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2 Other Events

2010 Events the decline is ‘‘other than temporary.’’ We do not record an
impairment if the decline in value is temporary and we have thePre-Tax After-Tax
ability to recover the carrying amount of our investment. In

(In millions)
making this determination, we evaluate the reasons for an

Impairment losses and other costs $(2,476.8) $(1,487.1)
investment’s decline in value, the extent and length of that

International coal contract dispute
decline, and factors that indicate whether and when the value

settlement 56.6 35.4
will recover.

Deferred income tax expense relating
to federal subsidies for providing

CENGpost-employment prescription drug
As of September 30, 2010, the estimated fair value of ourbenefits (8.8)
investment in CENG was $2.9 billion, which was lower than itsAmortization of basis difference in
carrying value of $5.2 billion. The carrying value of ourCENG (195.2) (117.5)
investment reflected fair value as of the November 9, 2009Loss on early retirement of 2012
closing of EDF’s investment in CENG. At that time, we wereNotes (51.6) (30.9)
required to deconsolidate CENG and record our retainedImpact of power purchase agreement
investment at fair value. We describe this transaction in morewith CENG (185.6) (113.3)
detail in Note 16.Gain on divestitures 240.0 146.0

There is no active market for the ownership interests in
Total other items $(2,612.6) $(1,576.2) CENG or comparable entities that solely own and operate

nuclear power plants. Therefore, we were required to exercise
significant judgment in estimating the fair value of ourImpairment Losses and Other Costs
investment based upon information that a market participantImpairment Evaluations
would consider. We believe our estimate incorporates the bestWe discuss our policy for evaluation of assets for impairment
data available as of September 30, 2010 for each input, whichand other than temporary declines in value in Note 1. We
we describe below. However, the resulting fair value amountperform impairment evaluations for our long-lived assets, equity
remains an estimate and is subject to change in the future basedmethod and cost method investments, and goodwill when events
upon changes in any of the inputs or the underlying operating,occur that indicate that the potential for an impairment exists.
market, and economic conditions we considered.During the third quarter of 2010, the following events

Because of the absence of relevant market transactions forresulted in the need for us to perform impairment evaluations of
similar entities, we estimated the fair value of CENG usingour equity method investments as well as the power plants we
discounted future cash flows based upon inputs that we believeown:
reflect a market participant’s perspective. Our methodology was♦ commodity prices declined substantially,
consistent with the methodology used to estimate fair value in♦ there was a decrease in certainty around the timing and
November 2009. The most significant inputs to our estimate ofextent of environmental legislation,
fair value include expectations of nuclear plant performance,♦ we completed a process that led us to reject the terms
future power prices, nuclear fuel and operating costs, forecastedand conditions of a Department of Energy (DOE) loan
capital expenditures, existing power sales commitments and aguarantee related to the development of a new nuclear
discounting factor reflective of an investor’s requiredpower plant, and
risk-adjusted return. To the extent possible, we considered♦ with respect to our investments in UNE and CENG,
available market information and other third-party data for eachcertain contractual issues with our partner remained
of the inputs. However, because of the long operating lives ofunresolved as of the end of the third quarter of 2010.
nuclear power plants, we were required to estimate inputs forAs a result of these evaluations, we recorded impairments of
many years beyond periods for which observable market data isseveral of our equity method investments. We describe the
available. Additionally, we compared the inputs to relevantimpairment evaluations we performed in the following sections.
historical information, and we benchmarked our valuation using
implied market data of other companies that own nuclearEquity Method Investments
generation facilities.We evaluated certain of our equity method investments in light

Upon completion of our evaluation, we determined that theof recent declines in commodity prices and the completion of
fair value of our investment in CENG had declined bythe process that led to our rejection of the terms and conditions
approximately $2.3 billion on a pre-tax basis as ofof the DOE loan guarantee for the development of new nuclear
September 30, 2010. The decline in fair value is primarilyassets. The investments we evaluated include our investment in
attributable to the following factors:CENG, our investment in UNE, and our investments in certain ♦ significant declines in power prices, particularly in thequalifying facilities.

third quarter of 2010,We record an impairment if an investment has experienced
a decline in fair value to a level less than our carrying value and

97



♦ decreases in the market price of natural gas that Qualifying Facilities
adversely impact the level of and potential for recovery As a result of the significant declines in power prices during the
in power prices in the near term, third quarter of 2010, we determined that the fair values of

♦ uncertainty regarding the timing and provisions of three of our equity method investments in coal-fired generating
carbon and other potential environmental legislation plants in California declined substantially below book value. As
negatively impacting estimated future power prices, and a result, we recorded a $50.0 million pre-tax impairment charge

♦ an increase in the discount rate reflecting higher during the quarter ended September 30, 2010 to write down
risk-adjusted required returns for nuclear power plants. our investments to fair value as of that date.

Based upon the extent of the decline below carrying value, Additionally, as a result of a sale of an ownership interest
the fundamental reasons for the decline, and our assessment that by our partner in the fourth quarter of 2010, we recorded an
a sufficient improvement in these factors necessary to produce a $8.4 million pre-tax impairment charge on one other equity
recovery in fair value is not likely to occur in the near term, we method investment in California at December 31, 2010. We
determined that the decline is other than temporary. Therefore, recorded these charges in the ‘‘Impairment losses and other
we recorded an approximately $2.3 billion pre-tax impairment costs’’ line in our Consolidated Statements of Income (Loss).
charge during the quarter ended September 30, 2010 to
write-down our investment to fair value as of that date. We Generating Plants
recorded this charge in ‘‘Impairment losses and other costs’’ in We evaluated the impact of the events that occurred during the
our Consolidated Statements of Income (Loss). To the extent third quarter of 2010 on the recoverability of our generating
that the fair value of our investment declines further in future plants. As discussed in Note 1, we evaluated whether these plants
quarters, we may record additional write-downs if we determine would generate undiscounted cash flows from operations that are
that any additional declines are other than temporary. at least sufficient to recover the carrying value of our investment.

Based upon our consideration of these events, the primary
UNE impact of which is a reduction in power prices, and the status of
As of September 30, 2010, the estimated fair value of our the generating plants’ activities, we determined that our
investment in UNE was zero as compared to its carrying value generating plants were not impaired as of September 30, or
of $143.4 million. December 31, 2010.

Prior to the third quarter of 2010, we believed that we
would recover our investment in UNE through the development Goodwill
and operation of a new nuclear power plant. However, during We performed our annual impairment review in the quarter
the third quarter of 2010, several factors led to a decline in the ended September 30, 2010 and determined that our goodwill is
fair value of our investment, including: not impaired.

♦ economics of nuclear baseload generation had
deteriorated substantially for reasons described above for International Coal Contract Dispute Settlement
CENG, and During 2010, we finalized the settlement of a contract dispute

♦ we were unable to negotiate acceptable loan guarantee with a third party international coal supplier recognizing net
terms, culminating a process that led us to reject the pre-tax earnings of $56.6 million. We divested the majority of
DOE loan guarantee due to an uneconomic level of our international commodities operations in 2009.
costs.

As a result of evaluating these factors, we determined that, Deferred Income Tax Expense Relating to Federal Subsidies for
as of September 30, 2010, we would not be able to recover the Providing Post-Employment Prescription Drug Benefits
value of our investment. Our determination was based primarily During March 2010, the Patient Protection and Affordable Care
on market-related factors that indicated that a market participant Act and the Healthcare and Education Reconciliation Act of
would assign little or no value to this entity due to the absence 2010 were signed into law. These laws eliminate the tax exempt
of a DOE loan guarantee. status of drug subsidies provided to companies under Medicare

We also evaluated whether this decline in fair value was Part D after December 31, 2012. As a result of this new
temporary. Based upon the nature of the factors leading to the legislation, we recorded a noncash charge to reflect additional
decline, we determined, at September 30, 2010, that it was deferred income tax expense of $8.8 million in March 2010.
unlikely that these matters would be resolved in the near term in
a way that would permit recovery in the fair value of our Amortization of Basis Difference in CENG
investment. Therefore, we concluded that the decline in the On November 6, 2009, Constellation Energy sold a 49.99%
value of our investment in UNE was other than temporary, and membership interest in CENG to EDF for total consideration of
we recorded a $143.4 million pre-tax impairment charge during approximately $4.7 billion (includes $3.5 billion in cash at close,
the quarter ended September 30, 2010 to write-down our the non-cash redemption of the $1.0 billion Series B Preferred
investment to estimated fair value as of that date. We recorded Stock held by EDF, and certain expense reimbursements). As a
this charge in ‘‘Impairment losses and other costs’’ in our result, we ceased to have a controlling financial interest in
Consolidated Statements of Income (Loss). CENG and deconsolidated CENG in the fourth quarter of

2009.
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On November 6, 2009, we began to account for our billion ‘‘Unamortized energy contract liability.’’ Both entities are
retained investment in CENG using the equity method and amortizing these amounts over the initial two years of the
report our share of its earnings in our Generation business five-year term of the PPA, with the total net economic value to
segment. As a result, we no longer record the individual income be realized by us in the form of lower purchased power costs
statement line items, but instead record our share of the equal to approximately $0.4 billion as a result of our 50.01%
investment’s earnings in a single line in our Consolidated ownership interest in CENG. During 2010, we realized
Statements of Income (Loss). approximately $185.6 million pre-tax in economic value relating

We had an initial basis difference of approximately to its PPA with CENG.
$3.9 billion between the initial carrying value of our investment
in CENG and our underlying equity in CENG. This basis Divestitures
difference was caused by the requirement to record our BGE
investment in CENG at fair value at closing while CENG’s In January 2010, BGE completed the sale of its interest in a
assets and liabilities retained their carrying value. We are nonregulated subsidiary that owns a district chilled water facility
amortizing this basis difference over the respective useful lives of to a third party. BGE received net cash proceeds of
the assets of CENG or as those assets impact the earnings of $20.9 million. No gain or loss was recorded on this transaction
CENG. in 2010. BGE has no further involvement in the activities of

Beginning in the fourth quarter of 2010, the amortization this entity.
of the basis difference in CENG is lower as the basis difference
was reduced by the amount of the impairment charge recorded Mammoth Lakes Geothermal Generating Facility
on our investment in CENG during the quarter ended In August 2010, we completed the sale of our 50% equity
September 30, 2010. The new basis difference as of interest in the Mammoth Lakes geothermal generating facility in
September 30, 2010 is $1.5 billion. California. We received net cash proceeds of approximately

For the year ended December 31, 2010, we recorded $72.5 million. In the third quarter of 2010, our Generation
$195.2 million of pre-tax basis difference amortization as a business recorded a $38.0 million pre-tax gain on this
reduction to our equity investment earnings in CENG. We transaction. We will have no further involvement in the activities
discuss the components of our equity investment earnings in of this generating facility.
Note 4.

Comprehensive Agreement with EDF
Loss on Early Retirement of 2012 Notes In November 2010, we closed on the comprehensive agreement
In February 2010, we retired an aggregate principal amount of with EDF that restructured the relationship between
$486.5 million of our 7.00% Notes due April 1, 2012 as part of Constellation Energy and EDF, eliminated the outstanding asset
a cash tender offer, at a premium of approximately 11%. We put arrangement, and transferred to EDF the full ownership of
recognized a pre-tax loss on this transaction of $51.6 million UNE. We received approximately $140 million of cash, and
within ‘‘Interest Expense’’ on our Consolidated Statements of $75.2 million of Constellation Energy common stock and
Income (Loss). recorded a $202.0 million pre-tax gain on this transaction. We

discuss the comprehensive agreement with EDF in Note 4.
Impact of Power Purchase Agreement with CENG
In connection with the closing of the CENG membership sale Quail Run Energy Center
transaction with EDF, we entered into a five year power In December 2010, we signed an agreement to sell our Quail
purchase agreement (PPA) with CENG with an initial fair value Run Energy Center, a 550 MW natural gas plant in west Texas,
of $0.8 billion. to High Plains Diversified Energy Corporation (HPDEC) for

Based on energy prices at the time of closing of the EDF $185.3 million. This agreement is contingent upon HPDEC
transaction, we recorded the approximately $0.8 billion obtaining financing through the sale of municipal bonds.
‘‘Unamortized energy contract asset’’ for the value of our PPA
with CENG, and CENG recorded an approximately ($0.8)
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2009 Events timing of any gas distribution rate filing was to occur
no earlier than the electric rate case.Pre-Tax After-Tax

♦ Constellation Energy was limited to allocating no more
(In millions)

than 31% of its holding company costs to BGE until
Gain on sale of 49.99% membership

the Maryland PSC reviews such cost allocations in the
interest in our nuclear generation and

context of BGE’s next rate case.
operation business (CENG) to EDF $7,445.6 $4,456.1 ♦ Constellation Energy and BGE implemented ‘‘ring

Amortization of basis difference in
fencing’’ measures in February 2010 designed to provide

CENG (29.6) (17.8)
bankruptcy protection and credit rating separation of

Net loss on divestitures (468.8) (293.2)
BGE from Constellation Energy. Such measures include

Impairment losses and other costs (1) (124.7) (96.2)
the formation of a new special purpose subsidiary by

Impairment of nuclear decommissioning
Constellation Energy (RF HoldCo) to hold all of the

trust assets through November 6,
common equity interests in BGE.

2009 (62.6) (46.8)
With the receipt of the Maryland PSC’s order,

Loss on redemption of Zero Coupon
Constellation Energy and EDF closed the transaction on

Senior Notes (16.0) (10.0)
November 6, 2009. Upon closing of the transaction, we sold a

Maryland PSC order—BGE residential
49.99% membership interest in CENG to EDF for total

customer credits (112.4) (67.1)
consideration of approximately $4.7 billion (includes $3.5 billion

Merger termination and strategic
in cash at close, the non-cash redemption of the $1.0 billion

alternatives costs (145.8) (13.8)
Series B Preferred Stock held by EDF, and certain expense

Workforce reduction costs (12.6) (9.3)
reimbursements). As a result, we retained a 50.01% economic

Total other items $6,473.1 $3,901.9 interest in CENG, but we and EDF have equal voting rights
over the activities of CENG. Accordingly, we deconsolidated

(1) After-tax amount net of noncontrolling interest.
CENG in the fourth quarter of 2009.

We recorded this transaction as follows:
Gain on Sale of 49.99% Membership Interest in CENG to EDF ♦ We received cash consideration of approximately
On December 17, 2008, we entered into an Investment $3.5 billion, plus certain adjustments, and redeemed the
Agreement with EDF under which EDF would purchase from $1.0 billion Series B Preferred Stock held by EDF as
us a 49.99% membership interest in CENG for $4.5 billion additional purchase price resulting in net proceeds of
(subject to certain adjustments). approximately $4.7 billion.

In October 2009, the Maryland PSC issued an order ♦ We removed the individual assets and liabilities of
approving the sale of a 49.99% membership interest in CENG CENG from our balance sheet with a net asset value of
to EDF subject to the following conditions: approximately $2.4 billion.♦ Constellation Energy funded a one-time $100 per ♦ We recorded our retained investment in CENG at

customer distribution rate credit for BGE residential estimated fair value of approximately $5.1 billion.
customers totaling $112.4 million in the fourth quarter ♦ We recognized a pre-tax gain on sale of approximately
of 2009. Constellation made a $66 million equity $7.4 billion, calculated as follows:
contribution to BGE in December 2009 to fund the
after-tax amount of the rate credit as ordered by the

(In billions)
Maryland PSC.

Fair value of the consideration received from EDF $ 4.7♦ Constellation Energy was required to make a
Estimated fair value of our retained interest in$250 million cash capital contribution to BGE by no

CENG 5.1later than June 30, 2010. Constellation Energy made
Carrying amount of CENG’s assets and liabilitiesthis contribution in December 2009.

prior to deconsolidation (2.4)♦ BGE will not pay common dividends to Constellation
Energy if (a) after the dividend payment, BGE’s equity Pre-tax gain $ 7.4
ratio would be below 48% as calculated pursuant to the
Maryland PSC’s ratemaking precedents or (b) BGE’s

On November 6, 2009, we began to account for oursenior unsecured credit rating is rated by two of the
retained investment in CENG using the equity method andthree major credit rating agencies below investment
report our share of its earnings in our Generation businessgrade.
segment. As a result, we no longer record the individual income♦ BGE was authorized to file an electric distribution rate
statement line items, but instead record our share of thecase at any time beginning in January 2010 and was
investment’s earnings in a single line in our Consolidatedordered not to file a subsequent electric distribution rate
Statements of Income (Loss).case until January 2011. Any rate increase in the first

We estimated the fair value of CENG for purposes ofelectric distribution rate case was capped at 5% as
recording our retained interest upon closing of the sale. Ouragreed to by Constellation Energy in its 2008 settlement
estimate considered the replacement cost, discounted future cashwith the State of Maryland and the Maryland PSC. The
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flows, and comparable market transactions valuation approaches. pursue the assignment of these remaining contracts to the
After correlating the valuations under these three approaches, the buyers.
ultimate fair value estimate reflects the discounted future The matching contracts under the TRS include both
expected cash flows of the business using various inputs that we derivatives and non-derivatives and were executed at prices that
believe are reflective of a market participant’s perspective. The differed from market prices at closing, which resulted in a net
most significant inputs include our expectations of nuclear plant cash payment to/from the buyers. We recorded the underlying
performance, future power prices, nuclear fuel and operating contracts at fair value on a gross basis as assets or liabilities in
costs, forecasted capital expenditures, existing power sales our Consolidated Balance Sheets depending on whether the
commitments, and a discounting factor reflective of an investor’s contract prices were above- or below-market prices at closing. As
required risk-adjusted return. a result, the derivative contracts have been included in

The fair value of our investment in CENG exceeded our ‘‘Derivative Assets and Liabilities’’ and the nonderivative
share of CENG’s equity because CENG’s assets and liabilities contracts have been included in ‘‘Unamortized Energy Contract
retained their historical carrying value. This basis difference Assets and Liabilities.’’ The derivative contracts are subject to
totaled approximately $3.9 billion, and we assigned it to the mark-to-market accounting until they are realized or assigned.
noncurrent assets of CENG based on fair value. We will The nonderivative contracts will be amortized into earnings as
amortize this difference as a reduction in our equity investment the underlying contracts are realized, or sooner if those contracts
earnings in CENG as follows: are assigned.

We record the cash proceeds we pay or receive at the
Difference Amortization Period inception of energy purchase and sale contracts based upon

whether the contracts are in-the-money or out-of-the-money asProperty, plant and equipment Depreciable life
follows:Power purchase agreements and

revenue sharing agreements Term of the agreement

In-the-money contracts—proceeds paid Investing OutflowLand and intangibles with indefinite
Out-of-the-money contracts—proceedslives Upon sale by CENG

received Financing Inflow

For the period November 6, 2009 through December 31,
After inception, we record the cash flows from all energy2009, we recorded $29.6 million of basis difference amortization

purchase and sale contracts as operating activities, except foras a reduction to our equity investment earnings in CENG. We
out-of-the-money derivative contracts that were liabilities atdiscuss the components of our equity investment earnings in
inception. We record the ongoing cash flows from theseNote 4.
out-of-the-money derivative contracts as financing activities,Also, if we were to sell an additional portion of our
regardless of whether they are purchase or sale contracts.investment, we would recognize a proportionate amount of the

basis difference.
International Commodities Operation
In January 2009, we entered into a definitive agreement to sell aDivestitures
majority of our international commodities operation. WeIn 2009, we completed many of the strategic initiatives we
completed this transaction on March 23, 2009 and recognizedidentified in 2008 to improve liquidity and reduce our business
the following impacts during 2009:risk.

♦ a pre-tax loss of approximately $334.5 millionThe transactions to sell a majority of our international
representing net consideration paid to the buyer, thecommodities, our Houston-based gas trading and other
book value of net assets sold, and transaction costs,operations were structured in two parts:

♦ a reclassification of $165.7 million in losses on♦ the assignment and transfer of a majority of the
previously designated cash-flow hedge contracts, forportfolio, and
which the forecasted transactions are now deemed♦ the execution of a Total Return Swap (TRS) mechanism
probable of not occurring, from ‘‘Accumulated Otherfor the remainder of the portfolio.
Comprehensive Loss’’ to ‘‘Nonregulated revenues’’ in theUnder the TRS, we entered into offsetting trades with the
Consolidated Statements of Income (Loss),buyers that matched the terms of the remaining third party

♦ workforce reduction costs of $10.9 million, recorded ascontracts for which we were unable to complete assignment to
part of ‘‘Workforce reduction costs’’ in the Consolidatedthe buyers as of the transaction dates. This structure transferred
Statements of Income (Loss), andthe risks associated with changes in commodity prices as of the

♦ other costs of $17.6 million related to leaseholdtransaction dates to the buyers in all instances. However, the
improvements, furniture and computer hardware andtrades under the TRS are newly executed transactions, and we
software, recorded as part of ‘‘Impairment losses andremain the principal under both the unassigned third party
other costs’’ in the Consolidated Statements of Incometrades and the matching trades with the buyers under the TRS
(Loss).with no right of either financial or legal offset. We continue to
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We removed the contracts that were assigned from our The net cash receipt from the buyers upon completion of
balance sheet, paid the buyer approximately $90 million, and the TRS was $91.9 million in the second quarter of 2009. We
reflected the impact of this payment on our working capital in have reflected these contracts on a gross basis in cash flows from
the operating activities section of our Consolidated Statements of investing and financing activities in our Consolidated Statements
Cash Flows. of Cash Flows as follows:

The net cash payment to the buyer upon completion of the
TRS was $2.5 million. As part of the consideration, we acquired Year Ended December 31, 2009
matching nonderivative contracts that resulted in a net liability (In millions)
of approximately $75 million, which will be amortized into Investing activities—Contract and portfolio
earnings as the underlying contracts are realized, or sooner if the acquisitions $(1,287.4)
original nonderivative contracts are assigned. Financing activities—Proceeds from contract and

We have reflected the contracts under the TRS on a gross portfolio acquisitions 1,379.3
basis in cash flows from investing and financing activities in our

Net cash flows from contract and portfolioConsolidated Statements of Cash Flows as follows:
acquisitions $ 91.9

Year Ended December 31, 2009

In addition, we incurred other costs of $7.0 million for(In millions)
2009 related to leasehold improvements, furniture, computerInvesting activities—Contract and portfolio
hardware and software costs, which are recorded as part ofacquisitions $(866.3)
‘‘Impairment losses and other costs’’ on our ConsolidatedFinancing activities—Proceeds from contract and
Statements of Income (Loss).portfolio acquisitions 863.8

On April 1, 2009, we executed an agreement with the
Net cash flows from contract and portfolio

buyer of our Houston-based gas trading operation under which
acquisitions $ (2.5)

the buyer will provide us with the gas supply needed to support
our NewEnergy retail gas customer supply activities through

In addition to the March 23, 2009 transaction for a March 31, 2011. This agreement was structured such that our
majority of our international commodities operation, on requirements to post collateral are reduced. The supplier has
June 30, 2009 we completed the sale of a uranium market liens on the assets of the retail gas supply business as well as our
participant that we owned. We received cash proceeds of investment in the stock of these entities to secure our obligations
approximately $43 million and recorded a $27.2 million loss on under the gas supply agreement. In connection with this
this sale. This loss from our NewEnergy business segment is agreement, we posted approximately $160 million of collateral.
included in the ‘‘Net (loss) gain on divestitures’’ line in our This was subsequently reduced to $100 million. The initial
Consolidated Statements of Income (Loss). $160 million posted represented approximately 25 percent of the

previous collateral requirements to support this operation.
Houston-Based Gas and Other Trading Operations
On February 3, 2009, we entered into a definitive agreement to Shipping Joint Venture
sell our Houston-based gas trading operation. We transferred We completed the sale of our equity investment in a shipping
control of this operation on April 1, 2009. In addition, in the joint venture during the third quarter of 2009. No gain or loss
second quarter of 2009 we also sold certain other trading was recognized on the sale. We discuss the sale of the shipping
operations. In total, we received proceeds of approximately joint venture below.
$61 million, and recorded a $102.5 million net loss on these
sales in 2009. The net loss on sale primarily relates to Other Nonregulated Divestiture
nonderivative accrual contracts, which were not recorded on our During the fourth quarter of 2009, one of our nonregulated
Consolidated Balance Sheet, the cost associated with disposing of subsidiaries sold an energy project and recorded a net loss of
an entire portfolio and not merely individual contracts, and the $4.6 million.
cost of capital, including contingent capital, to support the
operation. Impairment Losses and Other Costs

The matching derivative and nonderivative transactions We discuss our evaluation of assets for impairment and other
under the TRS discussed above were executed at prices that than temporary declines in value in Note 1. We perform
differed from market prices at closing. As a result, we record the impairment evaluations for our long-lived assets, equity method
ongoing cash flows related to the out-of-the-money derivative investments, and goodwill when triggering events occur that
contracts that were liabilities at inception as financing cash indicate the potential for an impairment exists.
flows. This resulted in cash outflows related to financing
activities of $858.5 million in our Consolidated Statements of Available for Sale Securities
Cash Flows for the year ended December 31, 2009 associated We evaluated certain of our investments in equity securities
with derivative liabilities that were out-of-the-money. during 2009. The investments we evaluated included our nuclear

decommissioning trust fund assets (through November 6, 2009)
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and other marketable securities. We record an impairment charge The decline in fair value of our investment in CEP at that
if an investment has experienced a decline in fair value to a level time reflected a number of factors, primarily including
less than our carrying value and the decline is ‘‘other than difficulties in the financial and credit markets and the decreases
temporary.’’ in the market price of natural gas and oil.

In making this determination, we evaluate the reasons for As a result of evaluating these factors, we determined that
an investment’s decline in value, the extent and duration of that the decline in the value of our investment is other than
decline, and factors that indicate whether and when the value temporary. Therefore, we recorded a $14.0 million pre-tax
will recover. For securities held in our nuclear decommissioning impairment charge at March 31, 2009 to write-down our
trust fund for which the market value is below book value, the investment to fair value. We recorded this charge in
decline in fair value is considered other than temporary and we ‘‘Impairment losses and other costs’’ in our Consolidated
write them down to fair value. We discuss our impairment Statements of Income (Loss). We did not record an impairment
policy in more detail in Note 1. charge for the remainder of 2009.

The fair values of certain of the securities held in our
nuclear decommissioning trust fund held through November 6, District Chilled Water
2009 and other marketable securities declined below book value. During 2009, BGE entered into an agreement to sell its interest
As a result, we recorded a $62.6 million pre-tax impairment in a nonregulated subsidiary that owns a district chilled water
charge for the year ended December 31, 2009 for our nuclear facility to a third party. We completed this sale in January 2010.
decommissioning trust fund assets in the ‘‘Other income We have no further involvement in the activities of this entity.
(expense)’’ line in our Consolidated Statements of Income As a result of these events, we concluded that the fair value
(Loss). We also recorded an impairment charge of $0.5 million of our investment in this subsidiary had declined to a level
for other marketable securities not included in our nuclear below carrying value at December 31, 2009 and that this decline
decommissioning trust funds for the year ended December 31, was other than temporary. As such, we recorded a pre-tax
2009. impairment charge of $12.0 million, net of the noncontrolling

The estimates we utilize in evaluating impairment of our interest impact of $8.0 million. The gross impairment charge of
available for sale securities require judgment and the evaluation $20.0 million is recorded within the ‘‘Impairment losses and
of economic and other factors that are subject to variation, and other costs’’ line in both our and BGE’s Consolidated Statements
the impact of such variations could be material. of Income (Loss). The noncontrolling interest portion of

$8.0 million is recorded within the ‘‘Net Income Attributable to
Equity Method Investments Noncontrolling Interests and BGE Preference Stock Dividends’’
Shipping Joint Venture line in our Consolidated Statements of Income (Loss) and
We record an impairment if an equity method investment has within the ‘‘Net Income Attributable to Noncontrolling
experienced a decline in fair value to a level less than our Interests’’ line in BGE’s Consolidated Statements of Income.
carrying value and the decline is other than temporary. During
the quarter ended June 30, 2009, we contemplated several Other Costs
potential courses of action together with our partner relating to During 2009, we recorded $31.2 million pre-tax charges in the
the strategic direction of our shipping joint venture and our ‘‘Impairment losses and other costs’’ line in our Consolidated
continuing involvement. This led to a decision to explore a plan Statements of Income (Loss) primarily related to:
to sell our 50% interest to a party related to our joint venture ♦ divested operations—long-lived assets no longer used
partner for negligible proceeds. We completed the sale of this and lease terminations, and
investment in the third quarter of 2009. We have no further ♦ the write-off of an uncollectible advance to an affiliate.
involvement in the activities of the joint venture.

As a result of the events that occurred during the second Loss on Redemption of Zero Coupon Senior Notes
quarter of 2009, we concluded that the fair value of our In November 2009, we redeemed the Zero Coupon Senior
investment had declined to a level below the carrying value at Notes early and recognized a pre-tax loss on redemption of
June 30, 2009 and that this decline was other than temporary. $16.0 million within ‘‘Interest Expense’’ on our Consolidated
As such, we recorded a pre-tax impairment charge of Statements of Income (Loss).
$59.0 million associated with our equity investment in our
shipping joint venture within the ‘‘Impairment losses and other Merger Termination and Strategic Alternatives Costs
costs’’ line in our Consolidated Statements of Income (Loss), We incurred additional costs during 2009 related to the
and reported the charge in our NewEnergy business segment terminated merger agreement with MidAmerican, the
results for 2009. transactions related to EDF, and other strategic alternatives costs.

These costs totaled $145.8 million pre-tax for the year ended
Constellation Energy Partners LLC December 31, 2009, and primarily relate to fees incurred to
As of March 31, 2009, the fair value of our investment in complete the transactions with EDF and the first quarter of
Constellation Energy Partners LLC (CEP) based upon its closing 2009 write-off of the unamortized debt discount associated with
unit price was $10.0 million, which was lower than its carrying the 14% Senior Notes (Senior Notes) that were repaid in full to
value of $24.0 million. MidAmerican in January 2009. Upon the closing of the
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transaction with EDF on November 6, 2009, certain of the costs record a tax benefit for any of these costs in our Consolidated
incurred in 2008 and 2009 became tax deductible. We reflected Statement of Income (Loss) in 2008.
this impact in 2009. A significant portion of these costs was incurred pursuant

to the termination of the merger agreement with MidAmerican
and the conversion of the Series A Preferred Stock. Specifically,Workforce Reduction Costs
Constellation Energy incurred the following charges:We incurred workforce reduction costs during the fourth quarter

♦ $175 million merger termination fee,of 2008, primarily related to workforce reduction efforts across
♦ approximately $945 million for settling the conversionall of our operations (Q4 2008 Program), and during the first

of the Series A Preferred Stock, which included a cashquarter of 2009, primarily related to the divestiture of a majority
payment of $418 million and issuance of approximatelyof our international commodities operation as well as some
19.9 million shares of our common stock,smaller restructurings elsewhere in our organization (Q1 2009

♦ approximately $15 million for the remainingProgram). For the Q1 2009 Program, we recognized a
unamortized portion of the premium paid as part of$12.6 million pre-tax charge during 2009 related to the
executing an agreement with MidAmerican in Novemberelimination of approximately 180 positions. We substantially
2008 that provided us the option to sell certaincompleted these workforce reductions during 2010.
generating plants to MidAmerican for aggregate proceedsThe following table summarizes the status of the
of $350 million. This agreement was terminated as partinvoluntary severance liabilities at December 31, 2009:
of the termination of our merger agreement with

Q1 2009 Q4 2008 MidAmerican, and
Program Program ♦ approximately $70 million in other costs associated with

(In millions) the MidAmerican transaction and other strategic
Initial severance liability balance $ 10.8 $ 19.7 alternatives explored consisting primarily of external
Additional expenses recorded in 2009 1.8 — legal, accounting and consulting fees.
Amounts recorded as pension and The above amounts do not include $150 million of cash

postretirement liabilities — (3.0) received from EDF in conjunction with the Investment
Agreement entered into on December 17, 2008. We recordedNet cash severance liability 12.6 16.7
this $150 million as additional purchase price at closing.Cash severance payments (12.0) (15.8)

BGE recorded $16 million as its allocable portion of these
Severance liability balance at costs through November 30, 2008 when the merger with

December 31, 2009 $ 0.6 $ 0.9 MidAmerican was still pending. However, in light of the EDF
transaction involving an investment in our nonregulated nuclear
generation and operation business rather than a merger with2008 Events
Constellation Energy, BGE was not allocated any further costsPre-Tax After-Tax
effective in December 2008 and all of the previously allocated

(In millions) costs recorded by BGE were allocated to the Generation and
Merger termination and strategic NewEnergy segments.

alternatives costs $(1,204.4) $(1,204.4)
Impairment losses and other costs (741.8) (470.7) Impairment Losses and Other Costs
Workforce reduction costs (22.2) (13.4) Impairment Evaluations
Emissions allowances write-down (46.7) (28.7) We discuss our evaluation of assets for impairment and other
Net gain on divestitures 25.5 16.0 than temporary declines in value in Note 1. We perform
Gain on sale of dry bulk vessel 29.0 18.9 impairment evaluations for our long-lived assets, equity method
Maryland settlement credit (after-tax investments, and goodwill when triggering events occur that

amount reflects the effective tax rate would indicate that the potential for an impairment exists. We
impact on BGE) (189.1) (110.5) perform an impairment evaluation for our nuclear

Impairment of nuclear decommissioning trust fund assets quarterly.
decommissioning trust assets (165.0) (82.0) In addition, we evaluate goodwill for impairment on an

Total other items $(2,314.7) $(1,874.8) annual basis regardless of whether any triggering events have
occurred. Our accounting policy is to perform an annual
goodwill impairment review in the third quarter of each year.Merger Termination and Strategic Alternatives Costs

During the third quarter of 2008, the following triggering
We incurred costs during 2008 related to the terminated merger

events resulted in the need for us to perform impairment
agreement with MidAmerican, the conversion of Series A

analyses:
Preferred Stock, the execution of the Investment Agreement and ♦ we announced a strategic initiative to sell our upstream
related agreements with EDF, and our pursuit of other strategic

gas assets subject to market conditions,
alternatives. These costs totaled $1.2 billion pre-tax. We did not ♦ there was a significant decline in the availability of

credit in the markets,
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♦ there was a significant decline in the overall stock plans to continue drilling, lease expiration is at risk, or historical
market and, in particular, our stock price, experience necessitates a valuation allowance. To the extent that

♦ we signed a definitive merger agreement with unproved property is part of an asset that contains proved
MidAmerican, which was subsequently terminated, and property, we applied the accounting guidance for proved

♦ commodity prices declined substantially. property for evaluating impairment.
As a result of these evaluations, we recorded impairments of During the third quarter of 2008, we began the process

our upstream gas properties, goodwill, and certain investments in necessary to sell our upstream gas properties, and, while we sold
debt and equity securities. Additionally, in the fourth quarter of some of these properties by December 31, 2008, we had not yet
2008, there were continued declines in commodity prices and obtained the formal approval of our Board of Directors for the
the overall stock market. This led to further impairment of our sale of our other remaining properties. This approval was
upstream gas properties, and certain investments in debt and required to commit to a plan for sale. As a result, we continued
equity securities. We describe the impairment evaluations we to classify these properties as held for use as of December 31,
performed in the following sections. 2008. Accordingly, our impairment evaluation consisted of

estimating expected undiscounted cash flows under various
scenarios as discussed below and comparing those amounts toLong-Lived Assets
the carrying value.We evaluate potential impairment of long-lived assets classified

We evaluated our upstream gas portfolio for impairment atas held for use and recognize an impairment loss if the carrying
the individual property level, which is the lowest level ofamount of such assets is not recoverable. The carrying amount
identifiable cash flows, since each property has separate financialof an asset held for use is not recoverable if it exceeds the total
statements identifying and capturing the related cash flows. Weundiscounted future cash flows expected to result from the use
evaluated a combination of cash flows from operations scenariosand eventual disposition of the asset.
for the remaining period for which we expected to hold theseThis evaluation requires us to estimate uncertain future
properties as well as estimates of proceeds from each property’scash flows. In order to estimate future cash flows, we consider
ultimate disposal. The primary inputs to our estimates of cashhistorical cash flows and changes in the market environment and
flows from operations were reserve estimates and natural gas andother factors that may affect future cash flows. The assumptions
oil prices based upon forward curves and modeled data forwe use are consistent with forecasts that we make for other
unobservable periods. The primary inputs to our estimate ofpurposes (for example, in preparing our other earnings forecasts)
proceeds from disposal were a combination of external marketor have been adjusted to reflect relevant subsequent changes. If
bids, internal models and reserve reports, and information fromwe are considering alternative courses of action (such as the
external advisors assisting in the sale of these assets. Wepotential sale of an asset), we probability- weight the alternative
maximized the use of market information to the extent it wascourses of action to estimate the expected cash flows.
available. We evaluated several possible courses of action andWe use our best estimates in making these evaluations and
timing, and we probability-weighted the cash flows associatedconsider various factors, including forward price curves for
with each of these scenarios based upon our best estimates of theenergy, fuel costs, and operating costs. However, actual future
expected outcome and timing in order to arrive at eachmarket prices and project costs could vary from the assumptions
property’s expected future cash flows.used in our estimates, and the impact of such variations could

Our evaluation indicated that estimated cash flows were lessbe material.
than the carrying value of three of our seven upstream gas
properties at September 30, 2008. At December 31, 2008, ourUpstream Gas Properties
evaluation indicated that estimated cash flows were less than theDuring 2008, we performed impairment analyses for our
carrying value for two additional properties and for one propertyupstream gas properties as a result of the following triggering
in which that property’s estimated cash flows were less than itsevents:
post-impairment carrying value at September 30, 2008 as well.♦ we announced our intent to sell our upstream gas assets,
The primary factors leading to the declines in expected cashand
flows were the decrease in market prices for natural gas and oil♦ there were significant decreases in natural gas prices and
during the third and fourth quarters of 2008 combined with ouroil prices in both the third and fourth quarters of 2008.
expectation that we would sell these properties rather than holdWe evaluated both proved and unproved property for
them for their full useful lives.impairments. Unproved property is impaired if there are no firm
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As a result, we recorded the following pre-tax impairment The fair value of our investment in CEP fell below carrying
charges: value at the end of August, and continued to decline through

the end of 2008. As of September 30, 2008, the fair value of
At At our investment in CEP based upon its closing unit price was

September 30, December 31,
$73 million, which was lower than its carrying value ofAsset Groups 2008 2008
$128 million. As of December 31, 2008, the fair value of our

(In millions) investment in CEP based upon its closing unit price was
Interest in proved and unproved $17 million, which was lower than its carrying value at

natural gas and crude oil December 31, 2008 of $87 million.
reserves in south Texas $ 62.6 $ — While CEP’s estimate of net asset value exceeded our

Interest in proved natural gas carrying value, the decline in fair value of our investment in
reserves in the Rocky CEP at that time reflected a number of factors, primarily
Mountains 73.2 — including difficulties in the financial and credit markets and the

Interest in proved and unproved decreases in the market price of natural gas and oil.
natural gas reserves in the As a result of evaluating these factors at both
Offshore-Gulf of Mexico 7.1 3.8 September 30, 2008 and December 31, 2008, we determined

Interest in proved and unproved that the declines in the value of our investment at both dates
crude oil and natural gas were other than temporary. Therefore, we recorded a
reserves in eastern Oklahoma — 30.0 $54.7 million pre-tax impairment charge at September 30, 2008

Interest in proved and unproved and an additional $69.7 million pre-tax impairment charge at
natural gas reserves in central December 31, 2008 to write-down our investment to fair value.
Oklahoma — 153.2 We recorded these charges in ‘‘Impairment losses and other

Total impairment charges $142.9 $187.0 costs’’ in our Consolidated Statements of Income (Loss). To the
extent that the market price of our investment declines further
in future quarters, we may record additional write-downs if weWe recorded these impairment charges in the ‘‘Impairment
determine that those additional declines are other thanlosses and other costs’’ line in our Consolidated Statements of
temporary.Income (Loss), and they are reported in our NewEnergy business

As a result of significant declines in the stock marketsegment results.
during 2008, the fair values of certain of our marketable
securities and many of the securities held in our nuclear

Generating Plants
decommissioning trust fund declined below book value. As a

We evaluated the impact of the events that occurred in 2008 on
result, we recorded impairment charges of $31.0 million and

the recoverability of our generating plants. Based upon our
$122.0 million pre-tax at September 30, 2008 and

consideration of these events and the status of the generating
December 31, 2008, respectively, for our nuclear

plant’s activities, we determined that our generating plants were
decommissioning trust fund investments in the ‘‘Other (expense)

not impaired as of September 30, 2008 and December 31,
income’’ line in our Consolidated Statements of Income (Loss).

2008.
We had previously recorded impairment charges for our nuclear
decommissioning trust fund at both March 31, 2008 and

Debt and Equity Securities and Investments June 30, 2008, totaling $12.0 million pre-tax. We also recorded
We evaluated certain of our investments in debt and equity an impairment charge of $7.0 million pre-tax for certain of our
securities (both equity-method and cost-method investments) in other marketable securities in the fourth quarter of 2008. In
light of declines in market prices during the third and fourth addition, we recorded other changes in the fair value of our
quarters of 2008. The investments we evaluated included our nuclear decommissioning trust fund assets that are not impaired
investment in CEP, other marketable securities, our nuclear in other comprehensive income.
decommissioning trust fund assets, and our investment in UNE. We also evaluated the impact of the events that occurred in
We record an impairment if an investment has experienced a 2008 on the recoverability of our investment in UNE. Based
decline in fair value to a level less than our carrying value and upon our consideration of these events and the status of UNE’s
the decline is other than temporary. We do not record an activities, we determined that our investment in UNE was not
impairment if the decline in value is temporary and we have the impaired as of December 31, 2008.
ability and intent to hold the investment until its value recovers. The estimates we utilize in evaluating impairment of our

In making this determination, we evaluate the reasons for debt and equity securities require judgment and the evaluation
an investment’s decline in value, the extent and length of that of economic and other factors that are subject to variation, and
decline, and factors that indicate whether and when the value the impact of such variations could be material.
will recover. For securities held in our nuclear decommissioning
trust fund for which the market value is below book value, the
decline in fair value for these securities is considered other than
temporary and we write them down to fair value.
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Goodwill over an abbreviated period of time during which the Company
Goodwill is the excess of the purchase price of an acquired was experiencing financial difficulty, ongoing trading of the stock
business over the fair value of the net assets acquired. We at levels approximating the transaction price represented the
evaluate goodwill for impairment at least annually or more market’s present assessment of fair value in a liquid, active
frequently if events and circumstances indicate the business market. This is consistent with guidance issued by the Securities
might be impaired. Goodwill is impaired if the carrying value of Exchange Commission Office of the Chief Accountant and
the business exceeds fair value. Annually, in the third quarter of FASB Staff on the determination of fair value in distressed
each year, we evaluate goodwill for impairment. markets.

The primary judgment affecting our impairment evaluation Based on our evaluation of these alternative measures of fair
is the requirement to estimate fair value of the reporting units to value, we determined that the fair value of the merchant energy
which the goodwill relates. We evaluate impairment at the business segment was less than its carrying value. Therefore, in
reportable segment level, which is the lowest level in the order to measure the potential impairment of goodwill, we
organization that constitutes a business for which discrete estimated the fair value of the merchant energy segment’s assets
financial information is available. and liabilities. We determined that the fair value of its assets net

Prior to September 30, 2008, substantially all of our of liabilities substantially exceeded the segment’s total fair value,
goodwill related to our merchant energy segment, one of our indicating that the merchant energy segment’s goodwill was
reportable segments at that time. The lack of observable market impaired as of September 30, 2008. Accordingly, we recorded a
prices for the merchant energy segment required us to estimate pre-tax charge of $266.5 million to write-off the entire balance
fair value, which we determined on a preliminary basis using the of our merchant energy segment goodwill substantially all of
income valuation approach by computing discounted cash flows, which was recorded in the third quarter of 2008. This charge is
consistent with prior evaluations. Although our estimate of recorded in ‘‘Impairment losses and other costs’’ in our
discounted cash flows exceeded the carrying value of the Consolidated Statements of Income (Loss).
merchant energy segment, because our common stock continued
to trade at a price less than carrying value for the entire Other Costs
company throughout the last half of September and all of In September 2008, we entered into a non-binding agreement to
October, we also estimated fair value for the merchant energy settle a class action complaint that alleged a subsidiary’s ash
segment using current market price information. placement operations at a third party site damaged surrounding

The primary inputs and assumptions to our estimate of fair properties. In December 2008, the settlement was approved by
value based upon market information were as follows: the court. As a result of this agreement, we recorded a

♦ the fair value of Constellation Energy based upon recent $14.0 million pre-tax charge net of an expected insurance
market prices of our common stock, recovery.

♦ the estimated fair value of BGE, and
♦ the estimated value of the agreements executed with Workforce Reduction Costs

MidAmerican. In September 2008, our NewEnergy business approved a
Using this information, we deducted the estimated fair restructuring of its workforce. We recognized a $2.5 million

value of non-merchant energy segment businesses from the fair pre-tax charge during 2008 related to the elimination of
value of Constellation Energy as a whole in order to estimate the approximately 100 positions associated with this restructuring.
fair value of the merchant energy segment as of September 2008. We substantially completed this workforce reduction during
Based upon this estimate, the fair value of the merchant energy 2009.
segment was substantially less than its carrying value. The During the fourth quarter of 2008, we approved a
primary difference between this estimate and our modeled restructuring of the workforce across all of our operations. We
estimates using the discounted cash flow income approach is that recognized a $19.7 million pre-tax charge in 2008 related to the
the market price approach incorporated the market’s valuation elimination of approximately 380 positions.
discount associated with our merchant energy segment due to its
significant liquidity and collateral requirements. We believe that Emissions Allowances
this was a more appropriate method for estimating fair value The Clean Air Interstate Rule (CAIR) required states in the
than the modeled valuation techniques because it incorporated eastern United States to reduce emissions of sulfur dioxide (SO2)
observable market information to a greater extent, which reflects and established a cap-and-trade program for annual nitrogen
current market conditions, and because it required fewer and less oxide (NOx) emission allowances. On July 11, 2008, the United
subjective judgments and estimates than our modeled estimates. States Court of Appeals for the D.C. Circuit (the ‘‘Court’’)

As a final consideration during our September 2008 issued an opinion vacating CAIR, subject to petitions for
impairment evaluation, we also evaluated the circumstances rehearing. The Environmental Protection Agency (EPA) filed a
surrounding MidAmerican’s purchase of Constellation Energy petition for rehearing. On December 23, 2008, the Court
and whether the current market price of our common stock reversed its earlier decision to revoke CAIR and allowed CAIR
should be considered to represent fair value for accounting to remain in effect until it is replaced by a revised rule issued by
purposes. While the transaction price for the purchase of the EPA that would preserve the environmental rules established
Constellation Energy resulted from negotiations that occurred by CAIR. The Court did not propose a deadline by which the
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EPA must correct the flaws identified with CAIR but it did state Net Gain on Divestitures
that it will accept petitions if the EPA does not remedy the On March 31, 2008, we sold our working interest in oil and
problems previously identified in its July 11, 2008 opinion. The natural gas producing properties in Oklahoma to CEP, a related
EPA proposed regulations in July 2010, which are pending final party, and recognized a gain of $14.3 million, net of the
adoption. minority interest gain of $0.7 million. We discuss this

As a result of the Court’s December 2008 decision, the transaction in more detail in Note 16.
annual NOx program became effective in 2009 as originally In addition, on June 30, 2008, our NewEnergy business
established by CAIR. In addition, since the December 2008 sold a portion of its working interests in proved natural gas
decision, market prices for 2009 NOx allowances have increased reserves and unproved properties in Arkansas to an unrelated
significantly, with lesser increases shown in allowances for party for total proceeds of $145.4 million, which is subject to
subsequent years. There was also an increase in trading volumes certain purchase price adjustments. Our NewEnergy business
for annual NOx. For the SO2 program, the EPA will be required recognized a $77.7 million pre-tax gain on this sale.
to issue a new rule that would replace the allowances issued In December 2008, our NewEnergy business sold working
under Title IV of the Clean Air Act with a new, reduced pool of interests in proved natural gas reserves in Wyoming, and our
allowances which would meet or exceed existing CAIR targets. equity investment in certain entities that own interests in proved
Market prices for SO2 allowances have also risen since the natural gas reserves and unproved properties in Texas and
Court’s decision. Montana to unrelated parties for total proceeds of $55.7 million,

We account for our emission allowance inventory at the subject to certain purchase price adjustments. Our NewEnergy
lower of cost or market, which includes consideration of our business recognized a $67.2 million pre-tax loss on these sales.
expected requirements related to the future generation of The net gain is included in ‘‘Net (Loss) Gains on
electricity. The weighted-average cost of our 2008 SO2 allowance Divestitures’’ line in our Consolidated Statements of Income
inventory in excess of amounts needed to satisfy these (Loss).
requirements was greater than market value at June 30, 2008
and market prices decreased further for both SO2 and annual Gain on Sale of Dry Bulk Vessel
NOx emission allowances through September 30, 2008. After On July 10, 2008, a shipping joint venture, in which our
giving consideration to the Court’s July 11, 2008 decision and NewEnergy business has a 50% ownership interest, sold one of
the subsequent decline in the market price of these allowances, the six dry bulk vessels it owns. Our NewEnergy business
we recorded a write-down of our SO2 allowance inventory recognized a $29.0 million pre-tax gain on this sale. The gain is
totaling $22.1 million pre-tax to reflect the June 30, 2008 included in ‘‘Nonregulated revenues’’ line in our Consolidated
market prices. At September 30, 2008, we recorded an Statements of Income (Loss).
additional write-down of our SO2 emission allowance inventory
and recorded a write-down of our annual NOx allowance Maryland Settlement Agreement—Customer Rate Credit
inventory totaling $58.9 million to reflect the September 30, In March 2008, Constellation Energy, BGE and a Constellation
2008 prices. These write-downs were recorded in the Energy affiliate entered into a settlement agreement with the
‘‘Nonregulated revenues’’ line in our Consolidated Statements of State of Maryland, the Maryland PSC and certain State of
Income (Loss). The third quarter 2008 write-down was partially Maryland officials to resolve pending litigation and to settle
offset by mark-to-market gains totaling $22.2 million pre-tax on other prior legal, regulatory and legislative issues. On April 24,
derivative contracts for the forward sale of emission allowances. 2008, the Governor of Maryland signed enabling legislation,
This gain reflects the impact of lower market prices on the value which became effective on June 1, 2008. Pursuant to the terms
of those derivative contracts. of the settlement agreement:

Due to the increases in SO2 and NOx emission allowance ♦ Each party acknowledged that the agreements adopted
prices stemming from the December 23, 2008 Court ruling, we in 1999 relating to Maryland’s electric restructuring law
evaluated the value of our emissions allowances and determined are final and binding and the Maryland PSC will close
that a partial reversal of prior interim period write-downs was ongoing proceedings relating to the 1999 settlement.
appropriate. At December 31, 2008, we reversed $11.4 million ♦ BGE provided its residential electric customers
of the second and third quarter of 2008 write-downs. The prices $189.1 million in the form of a one-time $170 per
at December 31, 2008 create a new cost basis for SO2 and customer rate credit. We recorded a reduction to
annual NOx emission allowances and cannot be further ‘‘Electric revenues’’ on our and BGE’s Consolidated
written-up in future periods. Our mark-to-market gains on Statements of Income (Loss) during the second quarter
derivative contracts for the forward sale of emission allowances of 2008 and reduced customers’ bills by the amount of
were $0.7 million for the quarter ended December 31, 2008. the credit between September and December 2008.
We cannot predict the outcome of any further judicial, ♦ BGE customers are relieved of the potential future
regulatory or legislative developments or their impact on the liability for decommissioning Calvert Cliffs Unit 1 and
emission allowance markets. Unit 2, scheduled to occur no earlier than 2034 and

2036, respectively, and are no longer obligated to pay a
total of $520 million, in 1993 dollars adjusted for
inflation, pursuant to the 1999 Maryland PSC order
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regarding the deregulation of electric generation. BGE agreement does not govern or affect BGE’s ability to
will continue to collect the $18.7 million annual nuclear recover costs associated with gas rates, federally approved
decommissioning charge from all electric customers transmission rates and charges, electric riders, tax
through 2016 and continue to rebate this amount to increases or increases associated with standard offer
residential electric customers, as previously required by service power supply auctions.
Senate Bill 1, which had been enacted in June 2006. ♦ Effective June 1, 2008, BGE implemented revised

♦ BGE resumed collection of the residential return portion depreciation rates for regulatory and financial reporting
of the SOS administrative charge, which had been purposes. The revised rates reduced depreciation expense
eliminated under Senate Bill 1, on June 1, 2008 and approximately $14 million in 2008 without impacting
will continue collection through May 31, 2010 without rates charged to customers.
having to rebate it to all residential electric customers. ♦ Effective June 1, 2008, Maryland laws governing
This will total approximately $40 million over this investments in companies that own and operate
period. regulated gas and electric utilities were amended to

♦ Any electric distribution base rate case filed by BGE make them less restrictive with respect to certain capital
would not result in increased distribution rates prior to stock acquisition transactions.
October 2009, and any increase in electric distribution ♦ Constellation Energy elected two independent directors
revenue awarded would be capped at 5% with certain to the Board of Directors of BGE within the required
exceptions. Any subsequent electric distribution base rate six months from the execution of the settlement
case could not be filed prior to August 1, 2010. The agreement.
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3 Information by Operating Segment

Our reportable operating segments are Generation, NewEnergy, – risk management services for our Generation
Regulated Electric, and Regulated Gas: business,

♦ Our Generation business includes: – design, construction, and operation of renewable
– a power generation and development operation energy, heating, cooling, and cogeneration

that owns, operates and maintains fossil and facilities for commercial, industrial, and
renewable generating facilities, a fuel processing governmental customers throughout North
facility, qualifying facilities, and power projects in America, including energy performance
the United States, contracting and energy efficiency engineering

– an operation that manages certain contractually services,
controlled physical assets, including generating – upstream (exploration and production) natural gas
facilities, activities, and

– an interest in a nuclear generation joint venture – sales of home improvements, servicing of electric
(CENG) that owns, operates, and maintains five and gas appliances, and heating, air conditioning,
nuclear generating units, and plumbing, electrical, and indoor air quality

– up until November 3, 2010, when we completed systems, and providing electric and natural gas to
the sale of our ownership interest, an interest in a residential customers in central Maryland.
joint venture (UniStar Nuclear Energy, LLC ♦ Our regulated electric business purchases, transmits,
(UNE)) to develop, own, and operate new distributes, and sells electricity in central Maryland.
nuclear projects in the United States. ♦ Our regulated gas business purchases, transports, and

♦ Our NewEnergy business includes: sells natural gas in central Maryland.
– full requirements load-serving sales of energy and Our Generation, NewEnergy, Regulated Electric, and

capacity to utilities, cooperatives, and commercial, Regulated Gas reportable segments are strategic businesses based
industrial, and governmental customers, principally upon regulations, products, and services that require

– sales of retail energy products and services to different technologies and marketing strategies. We evaluate the
residential, commercial, industrial, and performance of these segments based on net income. We
governmental customers, account for intersegment revenues using market prices. A

– structured transactions and risk management summary of information by operating segment is shown in the
services for various customers (including hedging table below.
of output from generating facilities and fuel costs)
and trading in energy and energy-related
commodities to facilitate portfolio management,
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Reportable Segments Holding
Regulated Regulated Company and

Generation NewEnergy Electric Gas Other Eliminations Consolidated

(In millions)
2010
Unaffiliated revenues $ 1,189.2 $ 9,692.6 $2,752.1 $ 704.9 $ 1.2 $ — $14,340.0
Intersegment revenues 1,055.1 428.8 0.2 4.5 — (1,488.6) —

Total revenues 2,244.3 10,121.4 2,752.3 709.4 1.2 (1,488.6) 14,340.0
Depreciation, depletion, and amortization 136.1 83.4 205.2 44.0 48.9 — 517.6
Fixed charges 142.0 3.0 106.3 24.0 (0.2) 2.7 277.8
Income tax (benefit) expense (873.1) 106.5 72.6 24.5 3.8 — (665.7)
Net (loss) income (1) (1,255.3) 176.2 110.0 37.6 (0.3) — (931.8)
Net (loss) income attributable to common stock (1,255.3) 138.6 99.8 34.6 (0.3) — (982.6)
Segment assets 9,789.6 3,836.2 5,287.4 1,379.9 858.0 (1,132.6) 20,018.5
Capital expenditures 327.4 127.2 499.1 103.0 — — 1,056.7
2009
Unaffiliated revenues $ 664.2 11,345.8 $ 2,820.7 $ 753.8 $ 14.3 $ — $ 15,598.8
Intersegment revenues 2,110.0 163.4 — 4.5 0.1 (2,278.0) —

Total revenues 2,774.2 11,509.2 2,820.7 758.3 14.4 (2,278.0) 15,598.8
Depreciation, depletion, and amortization 176.8 82.5 218.1 44.0 67.7 — 589.1
Fixed charges 166.5 39.7 113.3 26.0 2.4 2.2 350.1
Income tax expense (benefit) 3,107.1 (179.1) 50.9 17.1 (9.2) — 2,986.8
Net income (loss) (2) 4,766.7 (348.2) 79.1 25.5 (19.7) — 4,503.4
Net income (loss) attributable to common stock 4,766.7 (402.3) 68.9 22.5 (12.4) — 4,443.4
Segment assets 12,402.1 4,167.5 4,994.6 1,413.4 4,573.7 (4,006.9) 23,544.4
Capital expenditures 1,039.2 116.8 373.0 66.0 — — 1,595.0
2008
Unaffiliated revenues $ 856.2 15,185.4 $ 2,679.5 $ 1,004.8 $ 16.0 $ — $ 19,741.9
Intersegment revenues 2,102.3 666.3 0.2 19.2 0.1 (2,788.1) —

Total revenues 2,958.5 15,851.7 2,679.7 1,024.0 16.1 (2,788.1) 19,741.9
Depreciation, depletion, and amortization 174.3 118.7 184.2 43.7 62.3 — 583.2
Fixed charges 140.7 50.6 113.5 26.3 2.3 15.7 349.1
Income tax expense (benefit) 121.3 (226.0) (4.9) 25.5 5.8 — (78.3)
Net (loss) income (3) (357.7) (1,011.4) 11.1 40.4 (0.8) — (1,318.4)
Net (loss) income attributable to common stock (357.7) (994.2) 1.1 37.2 (0.8) — (1,314.4)
Segment assets (4) 11,205.9 7,063.5 4,583.1 1,392.4 3,431.6 (5,392.4) 22,284.1
Capital expenditures 1,445.2 315.8 388.0 74.0 — — 2,223.0

(1) Our Generation business recognized the following after-tax items: impairment charges on certain of our equity method investment of $1,487.1 million, loss
on the early retirement of 2012 Notes of $30.9 million, amortization of the basis difference in CENG of $117.5 million, impact of the power purchase
agreement with CENG of $113.3 million, gain on the sale of Mammoth Lakes geothermal generating facility of $24.7 million, and a gain on the
comprehensive agreement with EDF of $121.3 million. Our NewEnergy business recognized earnings relating to an international coal supplier contract
dispute settlement of $35.4 million. Our Generation, NewEnergy, regulated electric and holding company and other businesses recognized deferred income
tax expense relating to federal subsidies for providing post-employment prescription drug benefits of $0.8 million, $0.1 million, $3.1 million, and
$4.8 million, respectively. We discuss these items in more detail in Note 2.

(2) Our Generation business recognized the following after-tax items: gain on sale of a 49.99% membership interest in CENG to EDF of $4,456.1 million,
amortization of basis difference in investment in CENG of $17.8 million, loss on the early extinguishment of zero coupon senior notes of $10.0 million,
merger termination and strategic alternatives costs of $9.7 million, and impairment charges of our nuclear decommissioning trust assets through
November 6, 2009 of $46.8 million. Our NewEnergy business recognized the following after-tax items: merger termination and strategic alternatives costs
of $4.1 million, losses on divestitures, which include losses on the sales of the international commodities and gas trading operations, the reclassification of
losses on previously designated cash-flow hedges from Accumulated Other Comprehensive Loss because the forecasted transactions are probable of not
occurring, earnings that are no longer part of our core business, of $371.9 million, impairment losses and other costs of $84.7 million, and workforce
reduction costs of $9.3 million. Our regulated electric and gas businesses recognized after-tax charges of $56.7 million and $10.4 million, respectively, for
the accrual of a residential customer credit. Our holding company and other businesses recognized after-tax charges of $11.5 million for impairment losses
and other costs. We discuss these items in more detail in Note 2.

(3) Our Generation business recognized the following after-tax charges: workforce reduction costs of $3.7 million, merger termination and strategic alternatives
costs of $742.3 million, impairment charges and other costs of $8.3 million, and an impairment charge of our nuclear decommissioning trust assets of
$82.0 million. Our NewEnergy business recognized the following after-tax charges: impairment losses and other costs of $460.1 million, workforce reduction
costs of $5.8 million, merger termination and strategic alternatives costs of $462.1 million, net emission allowance write-down of $28.7 million, a net gain
on the sale of upstream gas properties of $16.0 million, and a gain on sale of a dry bulk vessel of $18.9 million. Our regulated electric business recognized
after-tax charges related to workforce reduction costs of $2.8 million and the Maryland settlement credit of $110.5 million. Our regulated gas business
recognized an after-tax charge related to workforce reduction costs of $1.0 million. Our holding company and other businesses recognized an after-tax charge
related to workforce reduction costs of $0.1 million. We discuss these items in more detail in Note 2.

(4) At December 31, 2008, Holding Company and Other Businesses segment assets include approximately $1.6 billion of intercompany receivables, primarily
relating to the allocation of merger termination costs of approximately $1.2 billion to these businesses, and $1.0 billion of restricted cash related to the
issuance of Series B Preferred Stock to EDF. These funds are held at the holding company and are restricted for payment of the 14% Senior Notes held by
MidAmerican. The 14% Senior Notes were repaid in full in January 2009.
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4 Investments

Investments in Joint Ventures, Qualifying Facilities and We are actively involved in our CENG nuclear joint
Power Projects, and CEP venture, qualifying facilities and power projects. Our percentage
Investments in joint ventures, qualifying facilities, domestic voting interests in these investments accounted for under the
power projects, and CEP consist of the following: equity method range from 20% to 50.01%. Equity in earnings

of these investments is as follows:
At December 31, 2010 2009

Year ended December 31, 2010 2009 2008(In millions)
Joint Ventures: (In millions)

CENG $2,991.1 $5,222.9 CENG $ 218.8 $ 33.9 $ —
UNE — 122.0 Amortization of basis difference in

Qualifying facilities and domestic power CENG (see Note 2 for more
projects: detail) (195.2) (29.6) —
Coal 65.0 119.7

Total equity investment earnings—Hydroelectric 46.3 55.2
CENG (1) 23.6 4.3 —Geothermal — 40.0

UNE (16.8) (24.7) (5.9)Biomass 55.1 56.2
Shipping JV — (1.8) 37.4Fuel Processing 16.7 24.3
CEP — (4.6) 7.7Solar 6.8 6.9
Qualifying facilities and domestic

Total $3,181.0 $5,647.2 power projects 18.2 20.7 37.2

Total equity investment earnings $ 25.0 $ (6.1) $76.4
Investments in joint ventures, qualifying facilities, domestic

(1) For the years ended December 31, 2010 and 2009, totalpower projects, and CEP were accounted for under the following
equity investment (losses) earnings in CENG includemethods:
$2.0 million and $0.4 million, respectively, of expense related
to the portion of cost of certain share-based awards that weAt December 31, 2010 2009
fund on behalf of EDF.

(In millions)
Equity method $3,174.2 $5,640.3 We describe each of these investments below. Additionally,
Cost method 6.8 6.9 we recorded impairment charges on certain of our equity

method investments. We discuss these impairment charges inTotal $3,181.0 $5,647.2
Note 2.

Joint Ventures
CENG
On November 6, 2009, we completed the sale of a 49.99%
membership interest in CENG, our nuclear generation and
operation business, to EDF. As a result of this transaction, we
deconsolidated CENG and began to record our 50.01%
investment in CENG under the equity method of accounting.
Because the transaction occurred on November 6, 2009, we
recorded $4.3 million of equity investment earnings in CENG,
which represents our share of earnings from CENG from
November 6, 2009 through December 31, 2009, net of the
amortization of the basis difference in CENG. The basis
difference is the difference between the fair value of our
investment in CENG at closing and our share of the underlying
equity in CENG, because the underlying assets and liabilities of
CENG were retained at their carrying value. See Note 2 for a
more detailed discussion.
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Summarized balance sheet information for CENG is as of $2.8 million, in a noncash financing, upon our registering
follows: EDF’s remaining shares of Constellation Energy common stock

with the Securities and Exchange Commission. This enables
EDF to transfer its remaining shares without restriction. WeAt December 31, 2010 2009
recorded a total pre-tax gain of $202.0 million in the fourth(In millions)
quarter of 2010 related to the above aspects of ourCurrent assets $ 507.4 $ 513.0
comprehensive agreement with EDF.Noncurrent assets 4,583.0 4,404.2

In addition, upon receipt of necessary approvals:Current liabilities 630.9 556.9 ♦ CENG will transfer to UNE potential new nuclear sitesNoncurrent liabilities 1,338.7 1,716.1
at the Nine Mile Point and Ginna nuclear generating
plants in New York State.

Summarized income statement information for CENG is as ♦ EDF will transfer to us an additional 1.0 million of the
follows:

shares of Constellation Energy common stock that it
owns.For the Period from

For the Year Ended November 6, 2009 through We and EDF will remain owners in CENG under the same
December 31, 2010 December 31, 2009 ownership percentages—Constellation Energy holding a 50.01%

interest and EDF holding a 49.99% interest. Further:(In millions)
♦ The power purchase agreement between CENG andRevenues $1,575.3 $217.6

each of Constellation Energy and EDF was modifiedExpenses 1,174.5 153.0
such that prospective purchases will be unit contingentIncome from
through the end of its term in 2014. In addition,operations 400.8 64.6
beginning on January 1, 2015 and continuing to theNet income 441.6 68.5
end of the life of the respective plants, we will purchase
50.01% of the output of CENG’s nuclear plants andIn future periods, we may be eligible for distributions from
EDF will purchase 49.99% of that output.CENG in excess of our 50.01% ownership interest based on tax

♦ The administrative services agreement, which specifiessharing provisions contained in the operating agreement for
payment to us for providing administrative supportCENG. We would record these distributions, if realized, in
services to CENG, was extended through 2017.earnings in the period received.

We discuss the PPA and ASA in more detail in Note 16.

Comprehensive Agreement with EDF
UNEOn October 26, 2010, we reached a comprehensive agreement
In August 2007, we formed a joint venture, UNE, with EDF towith EDF that restructured the relationship between our two
develop, own, and operate new nuclear projects in the Unitedcompanies, eliminated the outstanding asset put arrangement,
States and Canada. On November 3, 2010, we sold our 50%and transferred to EDF the full ownership of UNE. This
ownership interest in UNE to EDF. As a result of thiscomprehensive agreement was approved by the boards of
transaction, EDF is the sole owner of UNE, and we will nodirectors of both Constellation Energy and EDF, and the
longer have responsibility for developing or financing newtransaction closed on November 3, 2010. The agreement
nuclear plants through UNE.includes the following significant terms:

♦ EDF acquired our 50% ownership interest in UNE.
Qualifying Facilities and Power ProjectsUpon completion of this transaction, EDF became the
Our Generation business holds up to a 50% voting interest insole owner of UNE, and we no longer have
15 operating domestic energy projects that consist of electricresponsibility for developing or financing new nuclear
generation, fuel processing, or fuel handling facilities. Of theseplants through UNE.
15 projects, 13 are ‘‘qualifying facilities’’ that receive certain♦ We terminated our rights under the existing asset put
exemptions and pricing under the Public Utility Regulatoryarrangement and, as a result, did not sell any of our
Policies Act of 1978 based on the facilities’ energy source or theplants to EDF.
use of a cogeneration process.♦ EDF paid us $140 million in cash and transferred to us

2.4 million of the shares of Constellation Energy
common stock that it owned (with a fair value of CEP
$72.4 million at the time of the noncash financing In November 2006, CEP, a limited liability company formed by
transfer). our NewEnergy business, completed an initial public offering. As

♦ EDF relinquished its seat on our Board of Directors, of December 31, 2006, we owned approximately 54% of CEP
and the existing investor agreement between the and consolidated CEP. During the second quarter of 2007, CEP
companies (which includes a ‘‘standstill’’ provision) was issued additional equity to the public and our ownership
terminated. percentage fell below 50%. Therefore, we deconsolidated CEP

Later in November 2010, EDF transferred to us 0.1 million and began accounting for our investment using the equity
shares of Constellation Energy common stock, with a fair value
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method. As of December 31, 2010, we hold a 28.5% voting ♦ As of December 31, 2010, we provided a $100 million
interest in CEP. parental guarantee and a $52 million letter of credit to

the third party gas supplier in support of the retail gas
Investments in Variable Interest Entities entity group.
As of December 31, 2010, we consolidated three VIEs in which Other than credit support provided by the parental
we were the primary beneficiary, and we had significant interests guarantee and the letter of credit, we do not have any
in six VIEs for which we did not have controlling financial contractual or other obligations to provide additional financial
interests and, accordingly, were not the primary beneficiary. support to the retail gas entity group. The retail gas entity group

creditors do not have any recourse to our general credit. Finally,
we did not provide any financial support to the retail gas entityConsolidated Variable Interest Entities
group during 2010, other than the equity contributions, parentalIn 2007, BGE formed RSB BondCo LLC (BondCo), a special
guarantee and the letter of credit.purpose bankruptcy- remote limited liability company, to acquire

We also consolidate a retail power supply VIE for which weand hold rate stabilization property and to issue and service
became the primary beneficiary in 2008 as a result of abonds secured by the rate stabilization property. In June 2007,
modification to its contractual arrangements that changed theBondCo purchased rate stabilization property from BGE,
allocation of the economic risks and rewards of the VIE amongincluding the right to assess, collect, and receive non-bypassable
the variable interest holders. The consolidation of this VIE didrate stabilization charges payable by all residential electric
not have a material impact on our financial results or financialcustomers of BGE. These charges are being assessed in order to
condition.recover previously incurred power purchase costs that BGE

The carrying amounts and classification of the abovedeferred pursuant to Senate Bill 1.
consolidated VIEs’ assets and liabilities included in ourBGE determined that BondCo is a VIE for which it is the
consolidated financial statements at December 31, 2010 andprimary beneficiary. As a result, BGE, and we, consolidated
2009 are as follows:BondCo.

The BondCo assets are restricted and can only be used to
2010 2009settle the obligations of BondCo. Further, BGE is required to

(In millions)remit all payments it receives from customers for rate
Current assets $516.6 $608.9stabilization charges to BondCo. During 2010, 2009, and 2008,
Noncurrent assets 57.7 67.7BGE remitted $90.3 million, $85.8 million, and $87.2 million,

respectively, to BondCo. Total Assets $574.3 $676.6
BGE did not provide any additional financial support to

Current liabilities $345.5 $509.9BondCo during 2010 or 2009. Further, BGE does not have any
Noncurrent liabilities 399.0 420.3contractual commitments or obligations to provide additional
Total Liabilities $744.5 $930.2financial support to BondCo unless additional rate stabilization

bonds are issued. The BondCo creditors do not have any
recourse to the general credit of BGE in the event the rate

All of the assets in the table above are restricted for
stabilization charges are not sufficient to cover the bond

settlement of the VIE obligations and all of the liabilities in the
principal and interest payments of BondCo.

preceding table can only be settled using VIE resources.
During 2009, our NewEnergy business formed two new

During 2010, as part of the 2009 order from the Maryland
entities and combined them with its existing retail gas activities

PSC approving our transaction with EDF, we created RF
into a retail gas entity group for the purpose of entering into a

HoldCo LLC, a bankruptcy-remote special purpose subsidiary to
collateralized gas supply agreement with a third party gas

hold all of the common equity interests in BGE. This subsidiary
supplier. While we own 100% of these entities, we determined

is not a VIE. However, due to our ownership of 100% of the
that the retail gas entity group is a VIE because there is not

voting interests of RF HoldCo LLC, we consolidate this
sufficient equity to fund the group’s activities without the

subsidiary as a voting interest entity.
additional credit support we provide in the form of a letter of

BGE and RF HoldCo are separate legal entities and are not
credit and a parental guarantee. We are the primary beneficiary

liable for the debts of Constellation Energy. Accordingly,
of the retail gas entity group; accordingly, we consolidate the

creditors of Constellation Energy may not satisfy their debts
retail gas entity group as a VIE, including the existing retail gas

from the assets of BGE and RF HoldCo except as required by
customer supply operation, which we formerly consolidated as a

applicable law or regulation. Similarly, Constellation Energy is
voting interest entity.

not liable for the debts of BGE or RF HoldCo. Accordingly,
The gas supply arrangement is collateralized as follows:

creditors of BGE and RF HoldCo may not satisfy their debts♦ The assets of the retail gas entity group must be used to
from the assets of Constellation Energy except as required by

settle obligations under the third party gas supply
applicable law or regulation.

agreement before it can make any distributions to us,
♦ The third party gas supplier has a collateral interest in

all of the assets and equity of the retail gas entity group,
and
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Unconsolidated Variable Interest Entities The following is summary information available as of
As of December 31, 2010 and 2009, we had significant interests December 31, 2009 about these entities:
in six VIEs for which we were not the primary beneficiary.

PowerOther than the obligations listed in the table below, we have not
Contract All

provided any material financial or other support to these entities Monetization Other
VIEs VIEs Totalduring 2010 or 2009.

The nature of these entities and our involvement with them (In millions)
are described in the following table: Total assets $568.3 $338.6 $906.9

Total liabilities 460.4 77.9 538.3
Obligations or

Our ownership interest — 62.6 62.6Nature of Requirement
Nature of Constellation to Provide Initial Other ownership interests 107.9 198.1 306.0Entity Energy Financial Date of

VIE Category Financing Involvement Support Involvement Our maximum exposure to
loss 34.7 64.6 99.3Power contract Combination Power sale $24.9 million and March 2005

monetization of debt and agreements, $34.7 million in Carrying amount and
entities equity loans, and letters of credit at location of variable interest
(2 entities) financing guarantees December 31,

on balance sheet:2010 and 2009,
—Other investments — 62.6 62.6respectively

Power projects Combination Equity $5.0 million and Prior to
Our maximum exposure to loss is the loss that we wouldand fuel of debt and investments $2.0 million debt 2003

supply equity and guarantee and incur in the unlikely event that our interests in all of these
entities financing guarantees working capital entities were to become worthless and we were required to fund
(4 entities) funding at the full amount of all guarantees associated with these entities.

December 31,
Our maximum exposure to loss as of December 31, 2010 and2010 and 2009,

respectively 2009 consists of the following:
♦ outstanding receivables, loans, and letters of credit

totaling zero and $34.7 million, respectively,For purposes of aggregating the various VIEs for disclosure,
♦ the carrying amount of our investment totalingwe evaluated the risk and reward characteristics for, and the

$41.4 million and $62.6 million, respectively, andsignificance of, each VIE. We discuss in greater detail the nature
♦ debt and payment guarantees totaling $29.9 million andof our involvement with the power contract monetization VIEs

$2.0 million, respectively.in the Power Contract Monetization VIEs section below.
We assess the risk of a loss equal to our maximum exposureWe concluded that power over the most economically

to be remote and, accordingly have not recognized a liabilitysignificant activities of two of the power project VIEs is shared
associated with any portion of the maximum exposure to loss. Inequally among the equity holders. Accordingly, neither of the
addition, there are no agreements with, or commitments by,equity holders consolidates these VIEs. The equity holders own
third parties that would affect the fair value or risk of our50% interests in these VIEs and all of the significant decisions
variable interests in these variable interest entities.require the mutual consent of the equity holders.

The following is summary information available as of
December 31, 2010 about these entities: Power Contract Monetization VIEs

In March 2005, our NewEnergy business closed a transaction in
Power which we assumed from a counterparty two power sales

Contract All
contracts with previously existing VIEs. The VIEs previouslyMonetization Other

VIEs VIEs Total were created by the counterparty to issue debt in order to
monetize the value of the original contracts to purchase and sell(In millions)
power. Under the power sales contracts, we sell power to theTotal assets $492.9 $288.3 $781.2
VIEs which, in turn, sell that power to an electric distributionTotal liabilities 382.6 113.2 495.8
utility through 2013. In connection with this transaction, a thirdOur ownership interest — 48.7 48.7
party acquired the equity of the VIEs and we loaned that partyOther ownership interests 110.3 126.4 236.7
a portion of the purchase price. If the electric distribution utilityOur maximum exposure to
were to default under its obligation to buy power from theloss 24.9 46.4 71.3
VIEs, the equity holder could transfer its equity interests to usCarrying amount and
in lieu of repaying the loan. In this event, we would have thelocation of variable interest
right to seek recovery of our losses from the electric distributionon balance sheet:
utility.—Other investments — 41.4 41.4
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5 Intangible Assets

Goodwill We recognized amortization expense related to our
Goodwill is the excess of the cost of an acquisition over the fair intangible assets as follows:
value of the net assets acquired. As of December 31, 2010 and

Year Ended December 31, 2010 2009 20082009, our goodwill balance was primarily related to our retail
(In millions)energy reporting unit within our NewEnergy business segment.

Nonregulated businesses $64.8 $74.2 $66.8Goodwill is not amortized; rather, it is evaluated for impairment
BGE 25.8 23.6 20.1

at least annually.
Total Constellation Energy $90.6 $97.8 $86.9The changes in the gross amount of goodwill and the

accumulated impairment losses for the years ended
December 31, 2010 and 2009 are as follows: The following is our, and BGE’s, estimated amortization

expense related to our intangible assets for 2011 through 2015
At December 31, 2010 2009 for the intangible assets included in our, and BGE’s,

(In millions) Consolidated Balance Sheets at December 31, 2010:
Balance as of January 1,

Year Ended December 31, 2011 2012 2013 2014 2015
Gross goodwill $ 292.0 $ 271.1

(In millions)
Accumulated impairment losses (266.5) (266.5) Estimated amortization expense—

Nonregulated businesses $58.5 $37.4 $19.5 $ 8.8 $ 3.9Net goodwill 25.5 4.6 Estimated amortization expense—BGE 23.7 17.2 13.2 8.6 6.7
Goodwill acquired (1) 51.5 18.6

Total estimated amortization expense—
Impairment losses — — Constellation Energy $82.2 $54.6 $32.7 $17.4 $10.6

Other purchase price adjustments — 2.3

Balance as of December 31, Unamortized Energy Contracts
Gross goodwill 343.5 292.0 As discussed in Note 1, unamortized energy contract assets and
Accumulated impairment losses (266.5) (266.5) liabilities represent the remaining unamortized balance of

nonderivative energy contracts acquired, certain contracts whichNet goodwill $ 77.0 $ 25.5
no longer qualify as derivatives due to the absence of a liquid

(1) We discuss the goodwill acquired in 2010 in more detail in market, or derivatives designated as normal purchases and
Note 15. normal sales, which we previously recorded as derivative assets

and liabilities. Unamortized energy contract assets also include
For tax purposes, $169.4 million of our gross goodwill the power purchase agreement entered into with CENG with an

balance at December 31, 2010 is deductible. initial fair value of approximately $0.8 billion. See Note 16 for
more details on this power purchase agreement.

Intangible Assets Subject to Amortization We present separately in our Consolidated Balance Sheets
Intangible assets with finite lives are subject to amortization over the net unamortized energy contract assets and liabilities for
their estimated useful lives. The primary assets included in this these contracts. The table below presents the gross and net
category are as follows: carrying amount and accumulated amortization of the net

liability that we have recorded in our Consolidated BalanceAt December 31, 2010 2009
Sheets:Accumul- Accumul-

Gross ated Gross ated
At December 31 2010 2009Carrying Amortiz- Net Carrying Amortiz- Net

Amount ation Asset Amount ation Asset Accumul- Accumul-
ated ated(In millions)

Carrying Amortiz- Net Carrying Amortiz- NetSoftware $596.8 $(397.1) $199.7 $580.5 $(347.3) $233.2 Amount ation Asset Amount ation Liability
Permits and licenses 2.7 (1.0) 1.7 2.2 (0.8) 1.4

(In millions)Other 22.3 (8.2) 14.1 29.0 (13.9) 15.1
Unamortized energy

Total $621.8 $(406.3) $215.5 $611.7 $(362.0) $249.7 contracts, net $(1,360.9) $1,473.8 $112.9 $(1,587.1) $1,584.5 $(2.6)

BGE had intangible assets with a gross carrying amount of $250.2 million and
accumulated amortization of $171.4 million at December 31, 2010 and $242.5 million

We recognized amortization expense of $106.8 million,and accumulated amortization of $148.8 million at December 31, 2009 that are
included in the table above. Substantially all of BGE’s intangible assets relate to software. $353.1 million, and $390.4 million related to these energy

contract assets for the years ended December 31, 2010, 2009,
and 2008 for our nonregulated businesses.

The table below presents the estimated amortization for
these assets and liabilities over the next five-years:

Year Ended December 31, 2011 2012 2013 2014 2015

(In millions)
Estimated amortization $414.1 $(49.2) $(71.8) $(71.3) $(68.8)
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6 Regulatory Assets (net)

As discussed in Note 1, the Maryland PSC and the FERC June 1, 2007 to January 1, 2008. During 2007, BGE deferred
provide the final determination of the rates we charge our $306.4 million of electricity purchased for resale expenses and
customers for our regulated businesses. Generally, we use the certain applicable carrying charges as a regulatory asset related to
same accounting policies and practices used by nonregulated the rate stabilization plans. During 2010 and 2009, BGE
companies for financial reporting under accounting principles recovered $61.8 million and $51.4 million, respectively, of
generally accepted in the United States of America. However, electricity purchased for resale expenses and carrying charges
sometimes the Maryland PSC or FERC orders an accounting related to the rate stabilization plan regulatory asset. BGE began
treatment different from that used by nonregulated companies to amortizing the regulatory asset associated with the deferral which
determine the rates we charge our customers. When this ended in May 2007 to earnings over a period not to exceed ten
happens, we must defer certain regulated expenses and income years when collection from customers began in June 2007.
in our Consolidated Balance Sheets as regulatory assets and Customers who participated in the deferral from June 1, 2007 to
liabilities. We then record them in our Consolidated Statements December 31, 2007 repaid the deferred charges without interest
of Income (Loss) (using amortization) when we include them in over a 21-month period which began in April 2008 and ended
the rates we charge our customers. in December 2009.

We summarize regulatory assets and liabilities in the
following table, and we discuss each of them separately below. Other

As described in Note 1, deferred fuel costs are the difference
At December 31, 2010 2009 between our actual costs of purchased energy and our fuel rate

revenues collected from customers. We reduce deferred fuel costs(In millions)
as we collect them from our customers.Deferred fuel costs

We exclude other deferred fuel costs from rate base becauseRate stabilization deferral $ 415.6 $ 477.5
their existence is relatively short-lived. These costs are recoveredOther 8.8 14.3
in the following year through our fuel rates.Electric generation-related regulatory asset 86.9 102.5

Net cost of removal (210.5) (210.1)
Electric Generation-Related Regulatory AssetIncome taxes recoverable through future
As a result of the deregulation of electric generation, BGE ceasedrates (net) 68.3 67.6
to meet the requirements for accounting for a regulated businessDeferred Smart Energy Savers ProgramSM

for the previous electric generation portion of its business. As acosts 64.3 10.8
result, BGE wrote-off its entire individual, generation-relatedDeferred Advanced Meter Infrastructure
regulatory assets and liabilities. BGE established a single,costs 12.2 11.3
generation-related regulatory asset to be collected through itsDeferred postretirement and
regulated rates, which is being amortized on a basis thatpostemployment benefit costs 8.4 9.6
approximates the pre-existing individual regulatory assetDeferred environmental costs 5.6 6.5
amortization schedules.Workforce reduction costs 1.3 1.5

A portion of this regulatory asset represents income taxesOther (net) (8.1) (4.6)
recoverable through future rates that do not earn a regulated rate

Total regulatory assets (net) 452.8 486.9 of return. These amounts were $53.3 million as of
Less: Current portion of regulatory assets December 31, 2010 and $62.8 million as of December 31,

(net) 78.7 72.5 2009. We will continue to amortize this amount through 2017.
Long-term portion of regulatory assets

Net Cost of Removal(net) $ 374.1 $ 414.4
As discussed in Note 1, we use the group depreciation method
for the regulated business. This method is currently an

Deferred Fuel Costs acceptable method of accounting under accounting principles
Rate Stabilization Deferral generally accepted in the United States of America and has been
In June 2006, Senate Bill 1 was enacted in Maryland and widely used in the energy, transportation, and
imposed a rate stabilization measure that capped rate increases telecommunication industries.
by BGE for residential electric customers at 15% from July 1, Historically, under the group depreciation method, the
2006 to May 31, 2007. As a result, BGE recorded a regulatory anticipated costs of removing assets upon retirement were
asset on its Consolidated Balance Sheets equal to the difference provided for over the life of those assets as a component of
between the costs to purchase power and the revenues collected depreciation expense. However, effective January 1, 2003, the
from customers, as well as related carrying charges based on recognition of expected net future costs of removal is shown as a
short-term interest rates from July 1, 2006 to May 31, 2007. In component of depreciation expense or accumulated depreciation.
addition, as required by Senate Bill 1, the Maryland PSC BGE is required by the Maryland PSC to use the group
approved a plan that allowed residential electric customers the depreciation method, including cost of removal, under regulatory
option to further defer the transition to market rates from accounting. For ratemaking purposes, net cost of removal is a
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component of depreciation expense and the related accumulated Maryland PSC’s August 2010 order, BGE has been authorized to
depreciation balance is included as a net reduction to BGE’s rate establish a separate regulatory asset for incremental costs incurred
base investment. For financial reporting purposes, BGE to implement the initiative, net depreciation and amortization
continues to accrue for the future cost of removal for its associated with the meters, plus an appropriate return on these
regulated gas and electric assets by increasing a regulatory costs. Additionally, the Maryland PSC order requires that BGE
liability. This liability is relieved when actual removal costs are prove the cost effectiveness of the entire smart grid initiative
incurred. prior to seeking recovery of the costs deferred in these regulatory

assets. Therefore, the commencement and timing of the
Income Taxes Recoverable Through Future Rates (net) amortization of these deferred costs is currently unknown.
As described in Note 1, income taxes recoverable through future
rates are the portion of our net deferred income tax liability that Deferred Postretirement and Postemployment Benefit

Costsis applicable to our regulated business, but has not been reflected
We record a regulatory asset for the deferred postretirement andin the rates we charge our customers. These income taxes
postemployment benefit costs in excess of the costs we includedrepresent the tax effect of temporary differences in depreciation
in the rates we charged our customers through 1997. We beganand the allowance for equity funds used during construction,
amortizing these costs over a 15-year period in 1998.offset by differences in deferred tax rates and deferred taxes on

deferred investment tax credits. We amortize these amounts as
Deferred Environmental Coststhe temporary differences reverse.
Deferred environmental costs are the estimated costs of
investigating and cleaning up contaminated sites we own. WeDeferred Smart Energy Savers ProgramSM Costs
discuss this further in Note 12. We amortized $21.6 million ofDeferred Smart Energy Savers ProgramSM costs are the costs
these costs (the amount we had incurred through October 1995)incurred to implement demand response and conservation
and are amortizing $6.4 million of these costs (the amount weprograms. These programs are designed to help BGE manage
incurred from November 1995 through June 2000) over 10-yearpeak demand, improve system reliability, reduce customer
periods in accordance with the Maryland PSC’s orders. Weconsumption, and improve service to customers by giving
applied for and received rate relief for an additional $5.4 millioncustomers greater control over their energy use. Actual costs
of clean-up costs incurred during the period from July 2000incurred in the demand response program, which began in
through November 2005. These costs are being amortized over aJanuary 2008, are being recovered over a 5-year amortization
10-year period that began in January 2006.period from the date incurred pursuant to an order by the

Maryland PSC. Actual costs incurred in the conservation
Workforce Reduction Costsprogram, which began in February 2009, are being amortized as
The portion of the costs associated with our 2008 workforceincurred pursuant to an order by the Maryland PSC.
reduction program that relate to BGE’s gas business were
deferred in 2009 as a regulatory asset in accordance with theDeferred Advanced Meter Infrastructure Costs
Maryland PSC’s orders in prior rate cases and are beingBetween 2007 and 2009, the Maryland PSC approved and BGE
amortized over a 5-year period that began in January 2009.conducted a series of successful smart grid pilot programs for a

total cost of $11.3 million, which, pursuant to a Maryland PSC
Other (Net)order, was deferred in a regulatory asset, without earning a
Other regulatory assets are comprised of a variety of currentregulatory rate of return. In August 2010, the Maryland PSC
assets and liabilities that do not earn a regulatory rate of returnapproved a comprehensive smart grid initiative for BGE which
due to their short-term nature.included the planned installation of 2 million residential and

commercial electric and gas smart meters. As part of the
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7 Pension, Postretirement, Other Postemployment, and Employee Savings Plan Benefits

Postretirement BenefitsWe offer pension, postretirement, other postemployment, and
We sponsor defined benefit postretirement health care and lifeemployee savings plan benefits. BGE employees participate in
insurance plans that cover the majority of our employees.the benefit plans that we offer. We describe each of our plans
Generally, we calculate the benefits under these plans based onseparately below. Nine Mile Point, owned by CENG, offers its
age, years of service, and pension benefit levels or final base pay.own pension, postretirement, other postemployment, and
We do not fund these plans. For nearly all of the health careemployee savings plan benefits to its employees. In connection
plans, retirees make contributions to cover a portion of the planwith the deconsolidation of CENG as a result of the investment
costs. For the life insurance plan, retirees do not makein CENG by EDF on November 6, 2009, the Nine Mile Point
contributions to cover a portion of the plan costs.plan is no longer included in our consolidated results. In

Effective in 2002, we amended our postretirement medicaladdition, benefit plan assets and obligations relating to CENG
plans for all subsidiaries other than Nine Mile Point. Ouremployees that previously participated in our plans were
contributions for retiree medical coverage for future retirees whotransferred into new CENG plans that are no longer included in
were under the age of 55 on January 1, 2002 are capped at theour consolidated results. Therefore, the tables below include the
2002 level. We also amended our plans to increase the Medicarebenefits for the CENG plans, including Nine Mile Point,
eligible retirees’ share of medical costs.through November 6, 2009.

In 2003, the President signed into law the MedicareWe use a December 31 measurement date for our pension,
Prescription Drug Improvement and Modernization Act of 2003postretirement, other postemployment, and employee savings
(the Act). This legislation provides a prescription drug benefitplans. The following table summarizes our defined benefit
for Medicare beneficiaries, a benefit that we provide to ourliabilities and their classification in our Consolidated Balance
Medicare eligible retirees. Our actuaries concluded thatSheets:
prescription drug benefits available under our postretirement
medical plan are ‘‘actuarially equivalent’’ to Medicare Part D andAt December 31, 2010 2009
thus qualify for the subsidy under the Act. This subsidy reduced

(In millions)
our 2010 Accumulated Postretirement Benefit Obligation by

Pension benefits $218.0 $411.7
$30.9 million and our 2010 postretirement medical payments by

Postretirement benefits 334.9 322.3
$2.2 million.

Postemployment benefits 55.0 50.6

Total defined benefit obligations 607.9 784.6 Liability Adjustments
Less: Amount recorded in other current At December 31, 2010 and 2009, our pension obligations and

liabilities 33.2 40.7 the fair value of our plan assets for our qualified and our
nonqualified pension plans were as follows:Total noncurrent defined benefit obligations $574.7 $743.9

Qualified Non-Qualified
Pension Benefits At December 31, 2010 Plan Plans Total
We sponsor several defined benefit pension plans for our

(In millions)employees. These include basic qualified plans that most
Accumulated benefitemployees participate in and several non-qualified plans that are

obligation $1,405.2 $87.8 $1,493.0available only to certain employees. A defined benefit plan
Fair value of assets 1,408.1 — 1,408.1specifies the amount of benefits a plan participant is to receive

using information about the participant. Employees do not Net (asset) unfunded
contribute to these plans. Generally, we calculate the benefits obligation $ (2.9) $87.8 $ 84.9
under these plans based on age, years of service, and pay.

Sometimes we amend the plans retroactively. These
Qualified Non-Qualifiedretroactive plan amendments require us to recalculate benefits

At December 31, 2009 Plan Plans Totalrelated to participants’ past service. We amortize the change in
Accumulated benefitthe benefit costs from these plan amendments on a straight-line

obligation $1,277.5 $84.1 $1,361.6basis over the average remaining service period of active
Fair value of assets 1,058.1 — 1,058.1employees.

We fund the qualified plans by contributing at least the Net unfunded obligation $ 219.4 $84.1 $ 303.5
minimum amount required under IRS regulations. We calculate
the amount of funding using an actuarial method called the

We are required to reflect the funded status of our pensionprojected unit credit cost method.
plans in terms of the projected benefit obligation, which is
higher than the accumulated benefit obligation because it
includes the impact of expected future compensation increases
on the pension obligation. We reflect the funded status of our
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Pension Postretirementpostretirement benefits in terms of the accumulated
Benefits Benefitspostretirement benefit obligation.

2010 2009 2010 2009The following table summarizes the impacts of funded
(In millions)status adjustments recorded during 2010 and 2009:

Change in plan assets
Fair value of plan assets atAccumulated Other

January 1 $1,058.1 $ 867.6 $ — $ —ComprehensivePostretirement Income (Loss) Actual return on plan assets 148.8 217.6 — —Pension Benefit
Employer contribution (1) 289.1 341.5 18.5 24.4Liability Liability Pre-tax After-tax
Plan participants’(In millions)

contributions — — 10.5 10.2December 31,
Separation of CENG Plan — (234.4) — —2010 $ 73.7 $ 10.9 $ (84.6) $ (54.6)
Settlements (5.2) (19.0) — —

December 31, Benefits paid (2)(3) (82.7) (115.2) (29.0) (34.6)
2009 $ (49.3) $ 1.0 $ 48.3 $ 25.4

Fair value of plan assets at
November 6,

December 31 $1,408.1 $1,058.1 $ — $ —
2009 (1) $ (211.7) $(20.9) $232.6 $138.0

(1) Includes benefit payments for unfunded plans.(1) We performed a remeasurement of our pension and postretirement
(2) Pension benefits paid include annuity payments and lump-sumobligations at November 6, 2009 in connection with the separation

distributions.of a portion of those plans upon the deconsolidation of CENG.
(3) Postretirement benefits paid are net of Medicare Part D reimbursements.

Obligations and Assets
Net Periodic Benefit Cost and Amounts Recognized inWe show the change in the benefit obligations and plan assets of
Other Comprehensive Incomethe pension and postretirement benefit plans in the following
We show the components of net periodic pension benefit cost intables. Postretirement benefit plan amounts are presented net of
the following table:expected reimbursements under Medicare Part D.

Pension Postretirement Year Ended December 31, 2010 2009 2008
Benefits Benefits

(In millions)2010 2009 2010 2009
Components of net periodic(In millions)

pension benefit costChange in benefit
Service cost $ 37.9 $ 50.8 $ 55.4obligation (1)

Benefit obligation at Interest cost 84.7 101.1 100.2
January 1 $1,469.8 $1,804.3 $322.3 $415.4 Expected return on plan assets (101.8) (118.9) (111.3)

Service cost 37.9 50.8 2.4 6.3
Amortization of unrecognizedInterest cost 84.7 101.1 17.7 22.6

prior service cost 3.9 10.9 10.9Plan amendments — 2.4 (3.3) —
Plan participants’ Recognized net actuarial loss 34.4 38.3 24.7

contributions — — 10.5 10.2 Amount capitalized as
Actuarial loss (gain) 124.0 55.8 14.2 1.0

construction cost (10.2) (10.2) (10.2)Separation of CENG plans (3.0) (410.5) — (98.6)
Settlements (5.2) (19.0) — — Net periodic pension benefit
Special termination benefits 0.6 0.1 0.1 — cost (1) $ 48.9 $ 72.0 $ 69.7Benefits paid (2)(3) (82.7) (115.2) (29.0) (34.6)

Benefit obligation at (1) Net periodic pension benefit cost excludes settlement charges of
December 31 $1,626.1 $1,469.8 $334.9 $322.3

$1.5 million and termination benefits of $0.6 million in
2010, settlement charge of $9.0 million and termination(1) Amounts reflect projected benefit obligation for pension benefits and

accumulated postretirement benefit obligation for postretirement benefits. benefits of $0.1 million in 2009, and termination benefits of
(2) Pension benefits paid include annuity payments and lump-sum $2.2 million in 2008. BGE’s portion of our net periodic

distributions. pension benefit costs, excluding amount capitalized, was
(3) Postretirement benefits paid are net of Medicare Part D reimbursements. $30.9 million in 2010, $27.9 million in 2009, and

$25.5 million in 2008. The vast majority of our retirees were
BGE employees.
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We show the components of net periodic postretirement Pension Postretirement
benefit cost in the following table: Benefits Benefits (1)

2011 $105.5 $ 23.0
Year Ended December 31, 2010 2009 2008 2012 100.5 23.3

2013 108.1 23.8(In millions)
2014 111.3 24.4Components of net periodic
2015 147.9 24.8postretirement benefit cost
2016-2020 669.3 127.4Service cost $ 2.4 $ 6.3 $ 6.1

Interest cost 17.7 22.6 24.0 (1) Postretirement benefit payments are net of Medicare Part D
Amortization of transition obligation 2.1 2.1 2.1 reimbursements.
Recognized net actuarial loss 0.4 2.2 2.0
Amortization of unrecognized prior

Assumptions
service cost (2.6) (3.4) (3.5) We made the assumptions below to calculate our pension and

Amount capitalized as construction postretirement benefit obligations and periodic cost.
cost (5.4) (6.3) (7.6)

Pension PostretirementNet periodic postretirement benefit AssumptionBenefits Benefits Impactscost (1) $14.6 $23.5 $23.1
2010 2009 2010 2009 Calculation of

(1) Net periodic postretirement benefit cost excludes termination Discount rate 5.50% 6.00% 5.50% 6.00% Benefit
benefits of $0.1 million in 2010 and $0.8 million in 2008. Obligation and
BGE’s portion of our net periodic postretirement benefit cost, Periodic Cost

Expected return on 8.50 8.50 N/A N/A Periodic Costexcluding amounts capitalized, was $17.2 million in 2010,
plan assets$18.7 million in 2009, and $20.4 million in 2008.

Rate of 4.0 4.0 4.0 4.0 Benefit
compensation Obligation andIn determining net periodic pension benefit cost, we apply
increase Periodic Cost

our expected return on plan assets to a market-related value of
plan assets that recognizes asset gains and losses ratably over a

Our discount rate is based on a bond portfolio analysis of
five-year period.

high quality corporate bonds whose maturities match our
The following is a summary of amounts we have recorded

expected benefit payments. Our 8.50% overall expected
in ‘‘Accumulated other comprehensive loss’’ and of expected

long-term rate of return on plan assets reflected our long-term
amortization of those amounts over the next twelve months:

investment strategy in terms of asset mix and expected returns
for each asset class at the beginning of 2010. Effective in 2011,

Expected
Pension Postretirement we reduced our expected long-term rate of return assumption toAmortiz-
Benefits Benefits 8.00% reflecting our updated investment strategy, asset mix, andation Next

expected return for each asset class.2010 2009 2010 2009 12 Months
Annual health care inflation rate assumptions also impact(In millions)

the calculation of our postretirement benefit obligation andUnrecognized
periodic cost. We assumed the following health care inflationactuarial loss $741.4 $702.2 $ 65.3 $ 51.5 $49.5
rates to produce average claims by year as shown below:Unrecognized

prior service
cost 6.1 9.9 (14.0) (13.9) 1.1 At December 31, 2010 2009

Unrecognized
Next year 8.5% 8.0%transition
Following year 7.5% 7.5%obligation — — 3.5 6.2 1.8
Ultimate trend rate 5.0% 5.0%Total $747.5 $712.1 $ 54.8 $ 43.8 $52.4
Year ultimate trend rate reached 2017 2016

Expected Cash Benefit Payments A one-percentage point increase in the health care inflation
The pension and postretirement benefits we expect to pay in rate from the assumed rates would increase the accumulated
each of the next five calendar years and in the aggregate for the postretirement benefit obligation by approximately $21.6 million
subsequent five years are shown in the following table. These as of December 31, 2010 and would increase the combined
estimated benefits are based on the same assumptions used to service and interest costs of the postretirement benefit cost by
measure the benefit obligation at December 31, 2010, but approximately $1.2 million annually.
include benefits attributable to estimated future employee A one-percentage point decrease in the health care inflation
service. rate from the assumed rates would decrease the accumulated

postretirement benefit obligation by approximately $18.8 million
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as of December 31, 2010 and would decrease the combined of asset classes. Second, the Committee considers the long-term
service and interest costs of the postretirement benefit cost by investment horizon of the plan, which is greater than ten years.
approximately $1.1 million annually. The long-term horizon enables the Committee to tolerate the

risk of investment losses in the short-term with the expectation
Qualified Pension Plan Assets of higher returns in the long-term. Third, the Committee
Investment Strategy employs a thorough due diligence program prior to selecting an
We invest our qualified pension plan assets using the following investment, and a rigorous ongoing monitoring program once
investment objectives: assets are invested. The Committee evaluates risk on an ongoing

♦ ensure availability of funds for payment of plan benefits basis.
as they become due,

♦ provide for a reasonable amount of long-term growth of Asset Allocation
capital (both principal and income) without excessive Plan assets are diversified across various asset classes and
volatility, securities based on the investment strategy approved by the

♦ produce investment results that meet or exceed the Committee. This policy allocation is long-term oriented and
assumed long-term rate of return, consistent with the risk tolerance and funded status. The target

♦ improve the funded status of the plan over time, and asset allocation as well as the actual allocations for 2010 and
♦ reduce future contribution and expense volatility as 2009 are provided below.

funded status improves.
To achieve these objectives, Constellation Energy, through a Target Actual

management Investment Committee (the Committee), has Allocation Allocation
adopted an investment strategy that divides its pension

At December 31, 2010 2009 2010 2009
investment program into two primary portfolios:

♦ return seeking assets—those assets intended to generate Global equity securities 42% 48% 42% 57%
returns in excess of pension liability growth, and Fixed income securities 40 30 37 27

♦ liability hedging assets—those assets intended to have Alternative investments 12 15 8 7
characteristics similar to pension liabilities. High yield bonds 6 7 6 7

Currently, the Committee allocates 60% of its plan assets to Cash and cash equivalents — — 7 2
return seeking assets to help reduce existing deficits in the Derivative instruments — — — —
funded status of the plan. As the funded status of our plans Total 100% 100% 100% 100%
improve, the Committee expects to reduce its exposure to return
seeking assets and increase its liability hedging assets to reduce

The target asset allocation also allows for investments inits total risk.
financial instruments, including asset-backed securities and
collateralized mortgage obligations, which are exposed to interestReturn Seeking Assets
rate and market risk as well as overall market volatility. TheseThe purpose of return seeking assets is to provide investment
instruments are sensitive to changes in economic conditions.returns in excess of the growth of pension liabilities. This
Such changes could materially affect the amounts reported.category includes a diversified portfolio of public equities, private

The actual portfolio was rebalanced in December 2010 inequity, real estate, hedge funds, high yield bonds and other
accordance with policy target allocations and an improvement ininstruments. These assets are likely to have lower correlations
funded status. The Committee will also rebalance our portfoliowith the pension liabilities and lead to higher funded status risk
periodically when the actual allocations fall outside of the rangesover shorter periods of time.
prescribed in the investment policy or as the funded status
improves.Liability Hedging Assets

The purpose of liability hedging assets, such as long duration
Fair Value Hierarchybonds and interest rate derivatives, is to hedge against interest
We determine the fair value of the plan assets using unadjustedrate changes. Exposure to liability hedging assets is intended to
quoted prices in active markets (Level 1) or pricing inputs thatreduce the volatility of plan funded status, contributions, and
are observable (Level 2) whenever that information is available.pension expense.
We use unobservable inputs (Level 3) to estimate fair value only
when relevant observable inputs are not available. We classifyRisk Management
assets within this fair value hierarchy based on the lowest level ofThe Committee manages plan asset risk using several
input that is significant to the fair value measurement of eachapproaches. First, the assets are invested in two diverse
individual asset taken as a whole.portfolios, each of which contains investments across a spectrum
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The following tables set forth by level, within the fair value guarantee insurance contracts), high yield bonds, and
hierarchy, the investments in the Plans’ master trust at fair value over-the-counter derivatives are valued based on external
as of December 31, 2010 and 2009: price data of comparable securities (Level 2).

♦ Cash equivalents consist of money market funds, which
are valued by multiplying unadjusted quoted prices inTotal
active markets by the quantity of the assets (Level 1).Fair

♦ Alternative investments primarily consist of hedge funds,At December 31, 2010 Level 1 Level 2 Level 3 Value
real estate funds, and financial limited partnerships(In millions)
(private equity funds). These investments do not haveGlobal equity securities:
readily determinable fair values because they are notMarketable equity
listed on national exchanges or over-the-counter markets.securities $143.6 $ — $ — $ 143.6
We have valued these alternative investments at theirCommon collective
respective net asset value per share (or its equivalenttrusts — 447.5 — 447.5
such as partner’s capital) which has been calculated byFixed income securities:
each partnership’s general partner in a manner consistentCorporate debt
with generally accepted accounting principles in thesecurities — 327.9 — 327.9
United States of America for investment companies.Government / agency
Among other requirements, the partnerships must valuesecurities — 113.0 — 113.0
their underlying investments at fair value. While the netMunicipal bonds — 54.8 — 54.8
asset value per share provides a reasonable approximationGuarantee insurance
of fair value, the fair values of the alternativecontracts — 21.6 — 21.6
investments are estimates and, accordingly, suchHigh yield bonds — 86.9 — 86.9
estimated values may differ from the values that wouldCash equivalents 93.6 — — 93.6
have been used had a ready market for the investmentsDerivative instruments — 0.9 — 0.9
existed, and the differences could be material.Alternative investments — — 118.3 118.3

The following table summarizes the changes in the fairTotal $237.2 $1,052.6 $118.3 $1,408.1
value of the Level 3 assets for the years ended December 31,
2010 and 2009:

Total
Fair Year Ended

At December 31, 2009 Level 1 Level 2 Level 3 Value December 31,
(In millions) 2010 2009

Global equity securities $215.4 $383.0 $ — $ 598.4
(In millions)Fixed income securities — 289.2 — 289.2

Balance at beginning of period $ 74.4 $ 96.3High yield bonds 0.6 75.6 — 76.2
Actual return on plan assets:Cash equivalents 19.9 — — 19.9

Assets still held at year end (32.1) (2.5)Alternative investments — — 74.4 74.4
Assets sold during the year 37.0 6.4

Total $235.9 $747.8 $74.4 $1,058.1 Purchases, sales, and settlements 22.2 (10.8)
Transfers into Level 3 16.8
Transfers out of Level 3 —The following is a description of the valuation

methodologies used for assets measured at fair value: Net transfers into and out of Level 3 16.8 (15.0)
♦ Global equity securities, which include marketable

Balance at end of year $118.3 $ 74.4
equity securities and common collective trust securities,
are valued at unadjusted quoted market share prices

Contributions and Benefit Paymentswithin active markets (Level 1) or based on external
We contributed $279.7 million to our qualified pension plans inprice/spread data of comparable securities (Level 2).
2010. $243.0 million of this contribution was an acceleration ofCommon collective trust funds within this category are
estimated calendar year 2011 and 2012 contributions. Therefore,valued at fair value based on the unit value of the fund
we do not plan to make contributions to our qualified pensionwhich is observable on a less frequent basis (Level 2).
plans in 2011 and 2012. Our non-qualified pension plans andUnit values are determined by the bank or financial
our postretirement benefit programs are not funded. We estimateinstitution sponsoring such funds by dividing the fund’s
that we will incur approximately $7 million in pension benefitsnet assets at fair value by its units outstanding at the
for our non-qualified pension plans and approximatelyvaluation dates.
$23 million for retiree health and life insurance costs net of♦ Fixed income (primarily corporate debt securities,
Medicare Part D during 2011.government and agency securities, municipal bonds, and
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Other Postemployment Benefits Employee Savings Plan Benefits
We provide the following postemployment benefits: We sponsored two defined contribution plans until November 6,

♦ health and life insurance benefits to eligible employees 2009, when upon the close of the sale of a 49.99% interest in
determined to be disabled under our Disability CENG to EDF, we deconsolidated CENG and the defined
Insurance Plan, and contribution plan related to Nine Mile Point was removed from

♦ income replacement payments for employees determined our books. For all remaining eligible employees of Constellation
to be disabled before November 1995 (payments for Energy, we continue to sponsor a defined contribution savings
employees determined to be disabled after that date are plan. The savings plan is a qualified 401(k) plan under the
paid by an insurance company, and the cost is paid by Internal Revenue Code. In a defined contribution plan, the
employees). benefits a participant is to receive result from regular

We recognized expense associated with our other contributions to a participant account. Matching contributions
postemployment benefits of $9.9 million in 2010, $5.3 million to participant accounts are made under these plans. Matching
in 2009, and $1.9 million in 2008. BGE’s portion of expense contributions were as follows:
associated with other postemployment benefits was $7.6 million
in 2010, $4.4 million in 2009, and $2.2 million in 2008. Year Ended December 31, 2010 2009 2008

We assumed the discount rate for other postemployment (In millions)
benefits to be 4.00% in 2010 and 4.75% in 2009. This Nonregulated businesses $ 9.9 $14.8 $17.6
assumption impacts the calculation of our other postemployment BGE 6.3 5.7 5.8
benefit obligation and periodic cost.

Total Constellation Energy $16.2 $20.5 $23.4
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8 Credit Facilities and Short-Term Borrowings

BGEOur short-term borrowings may include bank loans, commercial
BGE has a $600.0 million revolving credit facility expiring inpaper, and bank lines of credit. Short-term borrowings mature
December 2011. BGE can borrow directly from the banks, usewithin one year from the date of issuance. We pay commitment
the facility to allow commercial paper to be issued, if available,fees to banks for providing us lines of credit. When we borrow
or issue letters of credit. At December 31, 2010, BGE had nounder the lines of credit, we pay market interest rates. We enter
commercial paper outstanding. There were immaterial letters ofinto these facilities to ensure adequate liquidity to support our
credit outstanding at December 31, 2010.operations.

Net Available LiquidityConstellation Energy
The following table provides a summary of our net availableOur liquidity requirements are funded with credit facilities and
liquidity at December 31, 2010:cash. We fund our short-term working capital needs with

existing cash and with our credit facilities, which support direct
Constellationcash borrowings and the issuance of commercial paper, if

Energyavailable. We also use our credit facilities to support the issuance
At December 31, 2010 (excluding BGE) BGEof letters of credit, primarily for our NewEnergy business.

Constellation Energy had bank lines of credit under (In billions)
committed credit facilities totaling $4.2 billion at December 31, Credit facilities (1) $ 3.7 $0.6
2010 for short-term financial needs as follows: Less: Letters of credit issued (1) (1.2) —

Less: Cash drawn on credit facilities — —
Type of Credit Amount

Undrawn facilities 2.5 0.6Facility (In billions) Expiration Date Capacity Type
Less: Commercial paper outstanding — —

Letters of credit
Net available facilities 2.5 0.6Syndicated Revolver $2.50 October 2013 and cash
Add: Cash and cash equivalents (2) 2.0 —Letter of credit

Commodity-linked 0.50 August 2014 and cash Less: Reserved cash (3) (1.2) —
Bilateral 0.55 September 2014 Letters of credit

Net available liquidity $ 3.3 $0.6Letters of credit
Bilateral 0.25 December 2014 and cash (1) Excludes $0.5 billion commodity-linked credit facility due to

Letters of credit
its contingent nature and $0.4 billion in letters of credit posted

Bilateral 0.25 June 2014 and cash
against it.Bilateral 0.15 September 2013 Letters of credit

(2) BGE’s cash balance at December 31, 2010 was $50.0 million.Total $4.20
(3) Represents management’s expectation at December 31, 2010 of

payments for the January 2011 acquisition of the Boston
At December 31, 2010, we had approximately $1.6 billion Generating plants ($1.0 billion) and the January 2011

in letters of credit issued, including $0.4 billion in letters of retirement of the 2012 Notes ($0.2 billion).
credit issued under the commodities-linked credit facility
discussed below, and no commercial paper outstanding under Credit Facility Compliance and Covenants
these facilities. The credit facilities of Constellation Energy and BGE contain a

The commodity-linked credit facility currently allows for material adverse change representation but draws on the facilities
the issuance of letters of credit and, as modified in 2010, for are not conditioned upon Constellation Energy and BGE
cash borrowings, up to a maximum capacity of $0.5 billion. making this representation at the time of the draw. However, to
This commodity-linked facility is designed to help manage our the extent a material adverse change has occurred and prevents
contingent collateral requirements associated with the hedging of Constellation Energy or BGE from making other representations
our NewEnergy business because its capacity increases up to the that are required at the time of the draw, the draw would be
maximum capacity as natural gas price levels decrease compared prohibited.
to a reference price that is adjusted periodically. Certain credit facilities of Constellation Energy contain a

At December 31, 2010, Constellation Energy had provision requiring Constellation Energy to maintain a ratio of
$32.4 million of short-term notes outstanding with a weighted- debt to capitalization equal to or less than 65%. At
average effective interest rate of 6.56%. December 31, 2010, the debt to capitalization ratio as defined

in the credit agreements was 36%.
The credit agreement of BGE contains a provision

requiring BGE to maintain a ratio of debt to capitalization equal
to or less than 65%. At December 31, 2010, the debt to
capitalization ratio for BGE as defined in this credit agreement
was 43%.
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Decreases in Constellation Energy’s or BGE’s credit ratings collateral obligations resulting from a credit ratings downgrade,
would not trigger an early payment on any of our, or BGE’s, we would not expect a material impact on our financial ratios.
credit facilities. However, the impact of a credit ratings However, if we were to issue long-term debt or use our credit
downgrade on our financial ratios associated with our credit facilities to fund any additional collateral obligations, our
facility covenants would depend on our financial condition at financial ratios could be materially affected. Failure by
the time of such a downgrade and on the source of funds used Constellation Energy, or BGE, to comply with these covenants
to satisfy the incremental collateral obligation resulting from a could result in the acceleration of the maturity of the borrowings
credit ratings downgrade. For example, if we were to use existing outstanding and preclude us from issuing letters of credit under
cash balances to fund the cash portion of any additional these facilities.
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9 Capitalization

We detail in the table below our total capitalization, which includes long-term debt, common stock, noncontrolling interests, and
preference stock, as of December 31, 2010 and 2009.

At December 31, 2010 2009

(In millions)
Long-Term Debt

Long-term debt of Constellation Energy
8.625% Series A Junior Subordinated Debentures, due June 15, 2063 $ 450.0 $ 450.0
7.00% Fixed-Rate Notes, due April 1, 2012 213.5 700.0
4.55% Fixed-Rate Notes, due June 15, 2015 550.0 550.0
5.15% Fixed-Rate Notes, due December 1, 2020 550.0 —
7.60% Fixed-Rate Notes, due April 1, 2032 700.0 700.0
Fair Value of Interest Rate Swaps 36.2 38.6

Total long-term debt of Constellation Energy 2,499.7 2,438.6

Long-term debt of nonregulated businesses
Tax-exempt debt transferred from BGE effective July 1, 2000

4.10% Pollution control loan, due July 1, 2014 20.0 20.0
Tax-exempt variable rate notes, due April 1, 2024 75.0 75.0
Tax-exempt variable rate notes, due December 1, 2025 — 47.0
Tax-exempt variable rate notes, due December 1, 2037 — 65.0
5.00% Mortgage note, due June 15, 2010 — 0.4
7.3% Fixed Rate Note, due June 1, 2012 1.7 1.7
Asset-based lending agreement due July 16, 2012 18.0 27.1

Total long-term debt of nonregulated businesses 114.7 236.2

Other long-term debt of BGE
6.125% Notes, due July 1, 2013 400.0 400.0
5.90% Notes, due October 1, 2016 300.0 300.0
5.20% Notes, due June 15, 2033 200.0 200.0
6.35% Notes, due October 1, 2036 400.0 400.0
Medium-term notes, Series E 131.5 131.5

Total other long-term debt of BGE 1,431.5 1,431.5

6.20% deferrable interest subordinated debentures due October 15, 2043 to BGE wholly owned BGE
Capital Trust II relating to trust preferred securities 257.7 257.7

Rate stabilization bonds 454.4 510.9
Unamortized discount and premium (3.9) (4.0)
Current portion of long-term debt (305.3) (56.9)

Total long-term debt $ 4,448.8 $ 4,814.0
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At December 31, 2010 2009

(In millions)
Equity:

Noncontrolling Interests $ 88.8 $ 75.3

BGE Preference Stock
Cumulative preference stock not subject to mandatory redemption, 6,500,000 shares authorized

7.125%, 1993 Series, 400,000 shares outstanding, callable at $101.07 per share until June 30, 2011,
and at lesser amounts thereafter 40.0 40.0

6.97%, 1993 Series, 500,000 shares outstanding, callable at $101.05 per share until September 30,
2011, and at lesser amounts thereafter 50.0 50.0

6.70%, 1993 Series, 400,000 shares outstanding, callable at $101.01 per share until December 31,
2011, and at lesser amounts thereafter 40.0 40.0

6.99%, 1995 Series, 600,000 shares outstanding, callable at $101.75 per share until September 30,
2011, and at lesser amounts thereafter 60.0 60.0

Total BGE preference stock not subject to mandatory redemption 190.0 190.0

Common Shareholders’ Equity
Common stock without par value, 600,000,000 shares authorized; 199,788,658 and 200,985,414 shares

issued and outstanding at December 31, 2010 and 2009, respectively. (At December 31, 2010,
12,818,160 shares were reserved for the long-term incentive plans, 8,788,849 shares were reserved for
the shareholder investment plan, and 1,884,258 shares were reserved for the employee savings plan.) 3,231.7 3,229.6

Retained earnings 5,270.8 6,461.0
Accumulated other comprehensive loss (673.3) (993.5)

Total common shareholders’ equity 7,829.2 8,697.1

Total Equity 8,108.0 8,962.4

Total Capitalization $12,556.8 $13,776.4

BGE Common Shareholder Equity present values of the remaining scheduled payments of principal
and interest on the notes being redeemed, discounted to theAt December 31, 2010 2009
redemption date on a semi-annual basis at the Treasury rate plus

(In millions) 30 basis points, plus accrued interest. After September 1, 2020,
Common Stock $1,293.1 $1,293.1 we may redeem some or all of the notes at a price equal to
Retained Earnings 779.5 645.1 100% of the principal amount of the notes outstanding to be
Accumulated other comprehensive redeemed plus accrued interest on the principal amount being

income 0.6 0.6 redeemed to the redemption date.
Additionally, in December 2010, we issued a notice toTotal BGE common shareholder equity $2,073.2 $1,938.8

redeem $213.5 million of our 7.00% Notes, which represented
Certain prior-period amounts have been reclassified to conform with the remaining outstanding 7.00% Notes due April 1, 2012. As
the current period’s presentation. such, we classified these notes as ‘‘Current portion of long-term

debt’’ in our Consolidated Balance Sheets. In January 2011, we
Long-term Debt redeemed these notes with part of the proceeds from the
Long-term debt matures in one year or more from the date of issuance of the $550 million 5.15% Notes, terminated the
issuance. The long-term debt of Constellation Energy and BGE associated interest rate swaps, and recognized a pre-tax loss of
do not contain material adverse change clauses. We detail our approximately $5 million on this transaction.
long-term debt in the table above. During February 2011, we entered into interest rate swaps

qualifying as fair value hedges related to $350 million of our
Constellation Energy fixed rate debt maturing in 2015. We also entered into
5.15% Notes due December 1, 2020 $150 million of interest rate swaps related to our fixed rate debt
In December 2010, we issued $550 million of 5.15% Notes due maturing in 2020 that do not qualify as fair value hedges, and
December 1, 2020. Interest is payable semi-annually on June 1 will be marked to market through earnings. These swaps
and December 1, beginning June 1, 2011. At any time prior to effectively converted $500 million notional amount of fixed rate
September 1, 2020, we may redeem some or all of the notes at debt to floating rate for the term of the swaps.
a price equal to the greater of 100% of the principal amount of We discuss our interest rate swaps in Note 13.
the notes outstanding to be redeemed and the sum of the
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Upstream Gas Property Asset-Based Lending Agreement BGE’s Rate Stabilization Bonds
In July 2009, we entered into a three year asset-based lending In June 2007, BondCo, a subsidiary of BGE, issued an aggregate
agreement associated with certain upstream gas properties that principal amount of $623.2 million of rate stabilization bonds to
we own. At December 31, 2010, the borrowing base committed recover deferred power purchase costs. We discuss BondCo in
under the facility was $100 million, of which $18.0 million has more detail in Note 4. Below are the details of the rate
been utilized and reflected in ‘‘Long-term debt’’ in our stabilization bonds at December 31, 2010:
Consolidated Balance Sheets. The size of the facility may be
increased up to $200 million with additional commitments by Scheduled
the lenders. Any debt issued under this facility is secured by the Principal Interest Rate Maturity Date
upstream gas properties, and the lenders do not have recourse $115.2 5.47% October 2012
against Constellation Energy in the event of a default. Interest is 220.0 5.72 April 2016
payable quarterly in March, June, September, and December. 119.2 5.82 April 2017

This asset-based lending agreement contains a provision
that requires certain of our entities that own our upstream gas

The bonds are secured primarily by a usage-based,
properties to maintain a current ratio of one-to-one. As of

non-bypassable charge payable by all of BGE’s residential electric
December 31, 2010, these entities were in compliance with this

customers over a ten year period. The charges will be adjusted
provision.

semi-annually to ensure that the aggregate charges collected are
sufficient to pay principal and interest on the bonds, as well as

Voluntary Debt Retirements certain on-going costs of administering and servicing the bonds.
As part of our voluntary commitment to reduce our debt by BondCo cannot use the charges collected to satisfy any other
$1 billion with funds received from the EDF transaction, we obligations. BondCo’s assets are not assets of any affiliate and are
retired the following debt completing this commitment. not available to pay creditors of any affiliate of BondCo. If

BondCo is unable to make principal and interest payments on
7.00% Notes due April 1, 2012 the bonds, neither Constellation Energy, nor BGE, are required
In February 2010, we retired an aggregate principal amount of to make the payments on behalf of BondCo.
$486.5 million of our 7.00% Notes due April 1, 2012 pursuant
to a cash tender offer, at a premium of approximately 11%. We BGE’s Other Long-Term Debt
recorded a loss on this transaction of $51.6 million within On July 1, 2000, BGE transferred $278.0 million of tax-exempt
‘‘Interest expense’’ on our Consolidated Statements of Income debt to our Generation business related to the transferred
(Loss). generating assets. At December 31, 2010, BGE remains

contingently liable for the $20 million outstanding balance of
Tax-Exempt Notes this debt.
During 2009, we retired approximately $150 million of variable BGE’s fixed-rate medium-term note, series E, outstanding
rate tax exempt notes prior to maturity. In March, 2010, we at December 31, 2010 has a weighted average interest rate of
repurchased our outstanding $47 million and $65 million 6.73%, maturing between 2011 and 2012.
variable rate tax-exempt notes. Since these notes are variable rate
instruments, there was no gain or loss recorded upon repurchase. BGE Deferrable Interest Subordinated Debentures

On November 21, 2003, BGE Capital Trust II (BGE Trust II),
Zero Coupon Senior Notes a Delaware statutory trust established by BGE, issued
In November 2009, we redeemed an aggregate principal amount 10,000,000 Trust Preferred Securities for $250 million ($25
of $267.6 million for the Zero Coupon Senior Notes early and liquidation amount per preferred security) with a distribution
recognized a pre-tax loss on redemption of $16.0 million. We rate of 6.20%.
recorded the loss within ‘‘Interest expense’’ in the Consolidated BGE Trust II used the net proceeds from the issuance of
Statements of Income (Loss). common securities to BGE and the Trust Preferred Securities to

purchase a series of 6.20% Deferrable Interest Subordinated
BGE Debentures due October 15, 2043 (6.20% debentures) from
Secured Indenture BGE in the aggregate principal amount of $257.7 million with
BGE entered into a secured indenture in July 2009. The secured the same terms as the Trust Preferred Securities. BGE Trust II
indenture creates a first priority lien on substantially all of BGE’s must redeem the Trust Preferred Securities at $25 per preferred
electric utility distribution equipment and fixtures and on BGE’s security plus accrued but unpaid distributions when the 6.20%
franchises, permits, and licenses that are transferable and debentures are paid at maturity or upon any earlier redemption.
necessary for the operation of the equipment and fixtures. As of BGE has the option to redeem the 6.20% debentures at any
December 31, 2010, BGE has not issued any secured bonds time on or after November 21, 2008 or at any time when
under this indenture. certain tax or other events occur.

BGE Trust II will use the interest paid on the 6.20%
debentures to make distributions on the Trust Preferred
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Preference StockSecurities. The 6.20% debentures are the only assets of BGE
Each series of BGE preference stock has no voting power, exceptTrust II.
for the following:BGE fully and unconditionally guarantees the Trust

♦ the preference stock has one vote per share on anyPreferred Securities based on its various obligations relating to
charter amendment which would create or authorize anythe trust agreement, indentures, 6.20% debentures, and the
shares of stock ranking prior to or on a parity with thepreferred security guarantee agreement.
preference stock as to either dividends or distribution ofFor the payment of dividends and in the event of
assets, or which would substantially adversely affect theliquidation of BGE, the 6.20% debentures are ranked prior to
contract rights, as expressly set forth in BGE’s charter, ofpreference stock and common stock.
the preference stock, each of which requires the
affirmative vote of two-thirds of all the shares ofMaturities of Long-Term Debt
preference stock outstanding; andAs of December 31, 2010, our long-term borrowings mature on

♦ whenever BGE fails to pay full dividends on thethe following schedule:
preference stock and such failure continues for one year,
the preference stock shall have one vote per share on allConstellation Nonregulated
matters, until and unless such dividends shall have beenYear Energy Businesses BGE Total
paid in full. Upon liquidation, the holders of the

(In millions)
preference stock of each series outstanding are entitled

2011 $ 223.6 $ — $ 81.7 $ 305.3
to receive the par amount of their shares and an amount

2012 — 19.7 172.5 192.2
equal to the unpaid accrued dividends.

2013 — — 466.6 466.6
2014 — 20.0 70.4 90.4

Dividend Restrictions
2015 576.2 — 74.5 650.7 Constellation Energy
Thereafter 1,699.9 75.0 1,277.9 3,052.8

Constellation Energy pays dividends on its common stock after
Total $2,499.7 $114.7 $2,143.6 $4,758.0 its Board of Directors declares them. There are no contractual

limitations on Constellation Energy paying common stock
dividends, unless Constellation Energy elects to defer interestWeighted-Average Interest Rates for Variable Rate Debt
payments on the 8.625% Series A Junior SubordinatedOur weighted-average interest rates for variable rate debt
Debentures due June 15, 2063, and any deferred interestoutstanding were:
remains unpaid.

At December 31, 2010 2009
BGE

Nonregulated Businesses BGE pays dividends on its common stock after its Board of
(including Constellation Energy) Directors declares them. However, pursuant to the order issued
Loans under credit agreements 4.50% 4.50% by the Maryland PSC on October 30, 2009 in connection with
Tax-exempt debt 0.30% 1.22% its approval of the transaction with EDF, BGE cannot pay
Fixed-rate debt converted to floating * 1.23% 2.30% dividends to Constellation Energy if (a) after the dividend

* As discussed in Note 13, as of December 31, 2010, we have payment, BGE’s equity ratio would be below 48% as calculated
interest rate swaps relating to $400.0 million of our fixed-rate pursuant to the Maryland PSC’s ratemaking precedents or
debt. In January 2011, we terminated $200.0 million of these (b) BGE’s senior unsecured credit rating is rated by two of the
swaps. three major credit rating agencies below investment grade.
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10 Taxes

The components of income tax expense are as follows:

Year Ended December 31, 2010 2009 2008

(Dollar amounts in millions)
Income Taxes

Current
Federal $ (46.9) $ 891.5 $ 2.8
State 102.0 260.4 48.1

Current taxes charged to expense 55.1 1,151.9 50.9
Deferred

Federal (521.4) 1,474.5 (101.6)
State (194.9) 372.5 (21.2)

Deferred taxes (credited) charged to expense (716.3) 1,847.0 (122.8)
Investment tax credit adjustments (4.5) (12.1) (6.4)

Income taxes per Consolidated Statements of Income (Loss) $(665.7) $2,986.8 $ (78.3)

Total income taxes are different from the amount that would be computed by applying the statutory Federal income tax rate of
35% to book income before income taxes as follows:

Reconciliation of Income Taxes Computed at Statutory Federal Rate to Total Income Taxes
(Loss) Income from continuing operations before income taxes $(1,597.5) $7,490.2 $(1,396.7)

Statutory federal income tax rate 35% 35% 35%

Income taxes computed at statutory federal rate (559.1) 2,621.6 (488.8)
Increases (decreases) in income taxes due to

State income taxes, net of federal income tax benefit (60.4) 411.0 17.3
Merger-related transaction costs — (79.3) 416.2
Interest expense on mandatorily redeemable preferred stock — 23.7 7.8
Qualified decommissioning impairment losses — 3.1 (28.5)
Amortization of deferred investment tax credits (4.5) (12.1) (6.4)
Noncontrolling interest operating results (13.1) (16.4) 6.0
Nondeductible international losses — 19.2 —
Other (28.6) 16.0 (1.9)

Total income taxes $ (665.7) $2,986.8 $ (78.3)

Effective income tax rate 41.7% 39.9% 5.6%

BGE’s effective tax rate was 39.7% in 2010, 41.3% in 2009, and 28.7% in 2008. In general, the primary difference between
BGE’s effective tax rate and the 35% statutory federal income tax rate for all years relates to Maryland corporate income taxes, net of
the related federal income tax benefit. The decrease in BGE’s effective tax rate in 2010 is primarily due to the inclusion of a loss on
the sale of a noncontrolling interest in pretax earnings in 2009 that was not included in 2010 pretax earnings as a result of the
January 2010 sale of that interest. The increase in BGE’s 2009 effective tax rate from 2008 is primarily due to higher taxable income.
For 2008, BGE had lower taxable income related to the 2008 Maryland settlement agreement, which increased the relative impact of
favorable permanent tax adjustments on BGE’s 2008 effective tax rate.
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The major components of our net deferred income tax liability are as follows:

Constellation Energy BGE

At December 31, 2010 2009 2010 2009

(In millions)
Deferred Income Taxes

Deferred tax liabilities
Net property, plant and equipment $1,768.3 $1,189.5 $1,152.3 $ 920.1
Regulatory assets, net 256.8 263.0 256.8 263.0
Derivative assets and liabilities, net (34.1) 329.6 — —
Investment in CENG 1,044.3 2,114.7 — —
Other 12.1 6.2 (80.0) (55.1)

Total deferred tax liabilities 3,047.4 3,903.0 1,329.1 1,128.0
Deferred tax assets

Defined benefit obligations 249.0 311.7 (79.7) (23.7)
Financial investments and hedging instruments 111.4 337.0 — —
Deferred investment tax credits 10.9 13.0 3.2 3.8
Other 129.8 163.7 20.6 71.5

Total deferred tax assets 501.1 825.4 (55.9) 51.6

Total deferred tax liability, net 2,546.3 3,077.6 1,385.0 1,076.4
Less: Current portion of deferred tax liability/(asset) 56.5 (127.9) 30.1 (11.2)

Long-term portion of deferred tax liability, net $2,489.8 $3,205.5 $1,354.9 $1,087.6

Income Tax Audits Unrecognized Tax Benefits
We file income tax returns in the United States and foreign The following table summarizes the change in unrecognized tax
jurisdictions. With few exceptions, we are no longer subject to benefits during 2010 and 2009 and our total unrecognized tax
U.S. federal, state and local, or non-U.S. income tax benefits at December 31, 2010 and 2009:
examinations by tax authorities for the years before 2005. In
2009, the IRS expanded its current audit of our consolidated 2010 2009
federal income tax returns for the tax years 2005 through 2007 (In millions)
to include the 2008 tax year. Although the final outcome of the Total unrecognized tax benefits, January 1 $ 312.5 $ 189.7
2005-2008 IRS audit and future tax audits is uncertain, we Increases in tax positions related to the
believe that adequate provisions for income taxes have been current year 5.9 101.5
made for potential liabilities resulting from such matters. Increases in tax positions related to prior

years 26.0 148.4
Reductions in tax positions related to prior

years (104.0) (126.3)
Reductions in tax positions as a result of a

lapse of the applicable statute of
limitations (0.6) (0.8)

Total unrecognized tax benefits,
December 31 (1) $ 239.8 $ 312.5

(1) BGE’s portion of our total unrecognized tax benefits at
December 31, 2010 and 2009 was $72.9 million and
$111.8 million, respectively.

If the total amount of unrecognized tax benefits of
$239.8 million were ultimately realized, our income tax expense
would decrease by approximately $167 million. However, the
$167 million includes state tax refund claims of $55.9 million
that have been disallowed by tax authorities and are subject to
appeals.
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It is reasonably possible that unrecognized tax benefits Accrued interest and penalties recognized in our
could decrease within the next year by approximately Consolidated Balance Sheets were $16.8 million, of which BGE’s
$72.9 million as a result of an expected settlement with the IRS portion was $3.8 million at December 31, 2010, and
regarding BGE’s change of accounting method for tax purposes $23.1 million, of which BGE’s portion was $1.6 million, at
with respect to certain transmission and distribution December 31, 2009.
expenditures. This decrease is not expected to have a material
impact on BGE’s financial condition or results of operation.

Interest and penalties recorded in our Consolidated
Statements of Income (Loss) as tax (benefit) expense relating to
liabilities for unrecognized tax benefits were as follows:

For the Year Ended
December 31,

2010 2009 2008

(In millions)
Interest and penalties recorded as tax

(benefit) expense $(6.3) $12.8 $(0.4)

BGE’s portion of interest and penalties was immaterial for all years.
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11 Leases

There are two types of leases—operating and capital. Capital At December 31, 2010, we owed future minimum
leases qualify as sales or purchases of property and are reported payments for long-term, noncancelable, operating leases as
in our Consolidated Balance Sheets. Our capital leases are not follows:
material in amount. All other leases are operating leases and are
reported in our Consolidated Statements of Income (Loss). We Power
expense all lease payments associated with our regulated business. Purchase
Lease expense and future minimum payments for long-term, Year Agreements Other Total
noncancelable, operating leases are not material to BGE’s (In millions)
financial results. We present information about our operating 2011 $171.3 $ 30.8 $202.1
leases below. 2012 145.6 26.8 172.4

2013 130.8 24.8 155.6
Outgoing Lease Payments

2014 126.0 22.5 148.5
We, as lessee, lease certain facilities and equipment. The lease

2015 126.6 26.3 152.9
agreements expire on various dates and have various renewal

Thereafter 72.6 35.7 108.3
options. We also enter into certain power purchase agreements

Total future minimum leasewhich are accounted for as operating leases. We classify power
payments $772.9 $166.9 $939.8purchase agreements as leases if the agreement in substance

provides us the ability to control the use of the underlying
power generating facilities. Sub-Lease Arrangements

Under these agreements, we are required to make fixed We provide time charters of dry bulk freight vessels as part of
capacity payments, as well as variable payments based on actual the logistical services provided to our global customers that
output of the plants. We record these payments as ‘‘Fuel and qualify as sub-leases of our time charter purchase contracts. In
purchased energy expenses’’ in our Consolidated Statements of 2010, 2009, and 2008, we recorded sub-lease income of
Income (Loss). We exclude from our future minimum lease approximately $25 million, $114 million and $289 million,
payments table the variable payments related to the output of respectively, related to our time charter sub-leases. We record
the plant due to the contingency associated with these payments. sub-lease income as part of ‘‘Nonregulated revenues’’ in our

Through June 2009, we also entered into time charter Consolidated Statements of Income (Loss). As of December 31,
purchase agreements which entitled us to the use of dry bulk 2010, the future minimum rentals to be received for these time
freight vessels in the management of our global coal and logistics charters are shown below:
services. Certain of these contracts must be accounted for as
leases. Our time charter leases have terms ranging in duration Time
from 1 to 60 months. These arrangements do not include Charter
provisions for material rent increases and do not have provisions Year Sub-Leases
for rent holidays, contingent rentals or other incentives. In 2010,

(In millions)2009, and 2008, we recognized aggregate lease expense of
2011 $ 22.4approximately $11 million, $145 million and $477 million,
2012 24.2respectively, related to 12, 31 and 49 dry bulk freight vessels,
2013 17.5respectively, hired under time charter arrangements. The average
2014 9.8term of these arrangements is approximately 2-3 months. We
2015 9.8record the payments as ‘‘Fuel and purchased energy expenses’’ in
Thereafter 28.6our Consolidated Statements of Income (Loss).

We recognized expense related to our operating leases as Total future minimum lease rentals $112.3
follows:

Fuel and
purchased

energy Operating
expenses expenses Total

(In millions)
2010 $227.9 $30.2 $258.1
2009 385.6 37.2 422.8
2008 664.8 38.0 702.8
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12 Commitments, Guarantees, and Contingencies

Commitments At December 31, 2010, we estimate our future obligations
We have made substantial commitments in connection with our to be as follows:
Generation, NewEnergy, and regulated electric and gas, and

Paymentsother nonregulated businesses. These commitments relate to:
2012- 2014-♦ purchase of electric generating capacity and energy,

2011 2013 2015 Thereafter Total♦ procurement and delivery of fuels,
(In millions)♦ the capacity and transmission and transportation rights Competitive Businesses:

for the physical delivery of energy to meet our Purchased capacity
obligations to our customers, and and energy $ 430.6 $ 503.0 $ 164.3 $263.6 $1,361.5

♦ long-term service agreements, capital for construction Purchased energy
from CENG (1) 488.4 1,761.2 1,735.5 3,985.1programs, and other.

Fuel andOur Generation and NewEnergy businesses enter into
transportation 535.7 449.9 250.2 176.0 1,411.8various long-term contracts for the procurement and delivery of

Long-term service
fuels to supply our generating plant requirements. In most cases, agreements, capital,
our contracts contain provisions for price escalations, minimum and other 6.6 11.5 7.4 5.4 30.9
purchase levels, and other financial commitments. These

Total competitive
contracts expire in various years between 2011 and 2018. In businesses 1,461.3 2,725.6 2,157.4 445.0 6,789.3
addition, our NewEnergy business enters into long-term Corporate and Other:
contracts for the capacity and transmission rights for the delivery Long-term service

agreements, capital,of energy to meet our physical obligations to our customers.
and other 22.5 11.6 0.1 — 34.2These contracts expire in various years between 2011 and 2030.

Regulated:Our Generation and NewEnergy businesses also have
Purchase obligationscommitted to long-term service agreements and other purchase

and other 23.9 6.9 — — 30.8
commitments for our plants.

Total future obligations $1,507.7 $2,744.1 $2,157.5 $445.0 $6,854.3Our regulated electric business enters into various long-term
contracts for the procurement of electricity. As of December 31, (1) As part of reaching a comprehensive agreement with EDF in October
2010, these contracts expire between 2011 and 2013 and 2010, we modified our existing power purchase agreement with CENG to

be unit contingent through the end of its original term in 2014.represent BGE’s estimated requirements to serve residential and
Additionally, beginning in 2015 and continuing to the end of the life ofsmall commercial customers as follows:
the respective plants, we agreed to purchase 50.01% of the available
output of CENG’s nuclear plants at market prices. We have included in

Percentage of the table our commitments under this agreement for five years, the time
Estimated period for which we have more reliable data. Further, we continue to own

Contract Duration Requirements a 50.01% membership interest in CENG that we account for as an
equity method investment. See Note 16 for more details on this agreement.From January 1, 2011 to September 2011 100%

From October 2011 to May 2012 75
Long-Term Power Sales ContractsFrom June 2012 to September 2012 50
We enter into long-term power sales contracts in connectionFrom October 2012 to May 2013 25
with our load-serving activities. We also enter into long-term
power sales contracts associated with certain of our power plants.The cost of power under these contracts is recoverable
Our load-serving power sales contracts extend for terms throughunder the Provider of Last Resort agreement reached with the
2019 and provide for the sale of energy to electric distributionMaryland PSC.
utilities and certain retail customers. Our power sales contractsOur regulated gas business enters into various long-term
associated with our power plants extend for terms into 2016 andcontracts for the procurement, transportation, and storage of gas.
provide for the sale of all or a portion of the actual output ofOur regulated gas business has gas procurement contracts that
certain of our power plants. Substantially all long-term contractsexpire in 2011, and transportation and storage contracts that
were executed at pricing that approximated market rates,expire between 2012 and 2027. The cost of gas under these
including profit margin, at the time of execution.contracts is recoverable under BGE’s gas cost adjustment clause

discussed in Note 1, and therefore are excluded from the table
later in this Note.

We have also committed to long-term service agreements
and other obligations related to our information technology
systems.
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Guarantees offering completed in June 2008. The securities class actions
Our guarantees do not represent incremental Constellation generally allege that Constellation Energy, a number of its
Energy obligations; rather they primarily represent parental present or former officers or directors, and the underwriters
guarantees of subsidiary obligations. The following table violated the securities laws by issuing a false and misleading
summarizes the maximum exposure by guarantor based on the registration statement and prospectus in connection with
stated limit of our outstanding guarantees: Constellation Energy’s June 27, 2008 offering of Debentures.

The securities class actions also allege that Constellation Energy
At December 31, 2010 Stated Limit issued false or misleading statements or was aware of material

undisclosed information which contradicted public statements(In billions)
including in connection with its announcements of financialConstellation Energy guarantees $9.1
results for 2007, the fourth quarter of 2007, the first quarter ofBGE guarantees 0.3
2008 and the second quarter of 2008 and the filing of its first

Total guarantees $9.4 quarter 2008 Form 10-Q. The securities class actions seek,
among other things, certification of the cases as class actions,
compensatory damages, reasonable costs and expenses, includingAt December 31, 2010, Constellation Energy had a total of
counsel fees, and rescission damages.$9.4 billion in guarantees outstanding related to loans, credit

The Southern District of New York granted the defendants’facilities, and contractual performance of certain of its
motion to transfer the two securities class actions filed there tosubsidiaries as described below.
the District of Maryland, and the actions have since been♦ Constellation Energy guaranteed a face amount of
transferred for coordination with the securities class action filed$9.1 billion as follows:
there. On June 18, 2009, the court appointed a lead plaintiff,♦ $8.6 billion on behalf of our Generation and
who filed a consolidated amended complaint on September 17,NewEnergy business to allow it the flexibility
2009. On November 17, 2009, the defendants moved to dismissneeded to conduct business with counterparties
the consolidated amended complaint in its entirety. Onwithout having to post other forms of collateral.
August 13, 2010, the District Court of Maryland issued a rulingOur estimated net exposure for obligations under
on the motion to dismiss, holding that the plaintiffs failed tocommercial transactions covered by these guarantees
state a claim with respect to the claims of the commonwas approximately $1.5 billion at December 31,
shareholders under the Securities Act of 1934 and restricting the2010, which represents the total amount the parent
suit to those persons who purchased debentures in the Junecompany could be required to fund based on
2008 offering. We are unable at this time to determine theDecember 31, 2010 market prices. For those
ultimate outcome of the securities class actions or their possibleguarantees related to our derivative liabilities, the
effect on our, or BGE’s financial results.fair value of the obligation is recorded in our

Consolidated Balance Sheets.
Mercury♦ $0.5 billion primarily on behalf of CENG’s nuclear
Since September 2002, BGE, Constellation Energy, and severalgenerating facilities for nuclear insurance and credit
other defendants have been involved in numerous actions filedsupport to ensure these plants have funds to meet
in the Circuit Court for Baltimore City, Maryland allegingexpenses and obligations to safely operate and
mercury poisoning from several sources, including coal plantsmaintain the plants. We recorded the fair value of
formerly owned by BGE. The plants are now owned by a$11.1 million for these guarantees on our
subsidiary of Constellation Energy. In addition to BGE andConsolidated Balance Sheets.
Constellation Energy, approximately 11 other defendants,♦ BGE guaranteed the Trust Preferred Securities of
consisting of pharmaceutical companies, manufacturers of$250.0 million of BGE Capital Trust II.
vaccines, and manufacturers of Thimerosal have been sued.
Approximately 70 cases, involving claims related toContingencies
approximately 132 children, have been filed to date, with eachLitigation
claimant seeking $20 million in compensatory damages, plusIn the normal course of business, we are involved in various
punitive damages, from us.legal proceedings. We discuss the significant matters below.

The claims against BGE and Constellation Energy have
been dismissed in all of the cases either with prejudice based onSecurities Class Action
rulings by the Court or without prejudice based on voluntaryThree federal securities class action lawsuits have been filed in
dismissals by the plaintiffs’ counsel. Plaintiffs may attempt tothe United States District Courts for the Southern District of
pursue appeals of the rulings in favor of BGE and ConstellationNew York and the District of Maryland between September
Energy once the cases are finally concluded as to all defendants.2008 and November 2008. The cases were filed on behalf of a
We believe that we have meritorious defenses and intend toproposed class of persons who acquired publicly traded securities,
defend the actions vigorously. However, we cannot predict theincluding the Series A Junior Subordinated Debentures
timing, or outcome, of these cases, or their possible effect on(Debentures), of Constellation Energy between January 30, 2008
our, or BGE’s, financial results.and September 16, 2008, and who acquired Debentures in an

136



Asbestos alternatives by the end of 2011. In addition, the allocation of
Since 1993, BGE and certain Constellation Energy subsidiaries the costs among the potentially responsible parties is not yet
have been involved in several actions concerning asbestos. The known. The clean-up costs we incur could have a material effect
actions are based upon the theory of ‘‘premises liability,’’ alleging on our financial results.
that BGE and Constellation Energy knew of and exposed
individuals to an asbestos hazard. In addition to BGE and Air Quality
Constellation Energy, numerous other parties are defendants in In January 2009, the EPA issued a notice of violation (NOV) to
these cases. a subsidiary of Constellation Energy, as well as the other owners

Approximately 485 individuals who were never employees and the operator of the Keystone coal-fired power plant in
of BGE or Constellation Energy have pending claims each Shelocta, Pennsylvania. We hold a 20.99% interest in the
seeking several million dollars in compensatory and punitive Keystone plant. The NOV alleges that the plant performed
damages. Cross-claims and third party claims brought by other various capital projects beginning in 1984 without complying
defendants may also be filed against BGE and Constellation with the new source review permitting requirements of the
Energy in these actions. To date, most asbestos claims which Clean Air Act. The EPA also contends that the alleged failure to
have been resolved have been dismissed or resolved without any comply with those requirements are continuing violations under
payment and a small minority have been resolved for amounts the plant’s air permits. The EPA could seek civil penalties under
that were not material to our financial results. the Clean Air Act for the alleged violations.

BGE and Constellation Energy do not know the specific The owners and operator of the Keystone plant are
facts necessary to estimate their potential liability for these investigating the allegations and have entered into discussions
claims. The specific facts we do not know include: with the EPA. We believe there are meritorious defenses to the

♦ the identity of the facilities at which the plaintiffs allegations contained in the NOV. However, we cannot predict
allegedly worked as contractors, the outcome of this proceeding and it is not possible to

♦ the names of the plaintiffs’ employers, determine our actual liability, if any, at this time.
♦ the dates on which and the places where the exposure

allegedly occurred, and Water Quality
♦ the facts and circumstances relating to the alleged In October 2007, a subsidiary of Constellation Energy entered

exposure. into a consent decree with the Maryland Department of the
Until the relevant facts are determined, we are unable to Environment relating to groundwater contamination at a third

estimate what our, or BGE’s, liability might be. Although party facility that was licensed to accept fly ash, a byproduct
insurance and hold harmless agreements from contractors who generated by our coal-fired plants. The consent decree requires
employed the plaintiffs may cover a portion of any awards in the the payment of a $1.0 million penalty, remediation of
actions, the potential effect on our, or BGE’s, financial results groundwater contamination resulting from the ash placement
could be material. operations at the site, replacement of drinking water supplies in

the vicinity of the site, and monitoring of groundwater
Environmental Matters conditions. We recorded a liability in our Consolidated Balance
Solid and Hazardous Waste Sheets of approximately $10.6 million, which includes the
In 1999, the EPA proposed to add the 68th Street Dump in $1 million penalty and our estimate of probable costs to
Baltimore, Maryland to the Superfund National Priorities List, remediate contamination, replace drinking water supplies,
which is its list of sites targeted for clean-up and enforcement, monitor groundwater conditions, and otherwise comply with the
and sent a general notice letter to BGE and 19 other parties consent decree. We have paid approximately $6.6 million of
identifying them as potentially liable parties at the site. In these costs as of December 31, 2010, resulting in a remaining
March 2004, we and other potentially responsible parties formed liability at December 31, 2010 of $4.0 million. We estimate that
the 68th Street Coalition and entered into consent order it is reasonably possible that we could incur additional costs of
negotiations with the EPA to investigate clean-up options for the up to approximately $10 million more than the liability that we
site under the Superfund Alternative Sites Program. In May accrued.
2006, a settlement among the EPA and 19 of the potentially
responsible parties, including BGE, with respect to investigation Investment in CENG
of the site became effective. The settlement requires the On November 6, 2009, we completed the sale of a 49.99%
potentially responsible parties, over the course of several years, to membership interest in CENG to EDF. As a result of the sale,
identify contamination at the site and recommend clean-up we now hold a 50.01% interest in CENG. As a 50.01% owner
options. BGE is indemnified by a wholly owned subsidiary of in CENG, we are subject to certain capital contribution
Constellation Energy for most of the costs related to this requirements, which may be greater than the amount planned
settlement and clean-up of the site. The potential range of and, therefore, could have an adverse impact on our financial
clean-up costs will not be known until the investigation is closer results.
to completion, which is expected in early 2011. The completed In addition, if the fair value of our investment in CENG
investigation will provide a range of remediation alternatives to declines to a level below our carrying value and the decline is
the EPA, and the EPA is expected to select one of the considered other-than-temporary, we may write down the
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investment to fair value, which would adversely affect our amount of insurance for public liability to approximately
financial results. During 2010, we recorded an impairment on $12.6 billion. Under the retrospective assessment program,
our investment in CENG. We discuss this impairment charge in CENG can be assessed up to $587.5 million per incident at any
more detail in Note 2. commercial reactor in the country, payable at no more than

We are also exposed to the same risks to which CENG is $87.5 million per incident per year. In the event of a nuclear
exposed. CENG owns and operates three nuclear generating accident, the cost of property damage and other expenses
facilities and is exposed to risks associated with operating these incurred may exceed CENG’s insurance coverage. As a result,
facilities and the risks of a nuclear accident. uninsured losses or the payment of retrospective insurance

premiums could each have a significant adverse impact to
CENG’s, and therefore, our financial results as a 50.01% ownerOperating Risks
in CENG. Each of Constellation Energy and EDF hasThe operation of nuclear generating facilities involve routine
guaranteed the obligations of CENG under these insurancerisks, including,
programs in proportion to their respective membership interests.♦ mechanical or structural problems,

♦ inadequacy or lapses in maintenance protocols,
♦ cost of storage, handling and disposal of nuclear Property and Accidental Outage Insurance

materials, including the availability or unavailability of a CENG’s plants are provided property and accidental outage
permanent repository for spent nuclear fuel, insurance through Nuclear Electric Insurance Limited (NEIL).

♦ regulatory actions, including shut down of units because Prior to July 1, 2010, CENG was the member-insured of NEIL.
of public safety concerns, Effective July 1, 2010, Constellation Energy and EDF became

♦ limitations on the amounts and types of insurance the members-insured through their ownership interest in CENG.
coverage commercially available, As the members-insured, Constellation Energy and EDF have

♦ uncertainties regarding both technological and financial assigned the loss benefits under the insurance to CENG’s plants,
aspects of decommissioning nuclear generating facilities, with CENG named as an additional insured party.

♦ terrorist attacks, and
Non-Nuclear Property Insurance♦ environmental risks.
Our conventional property insurance provides coverage of
$1.0 billion per occurrence for Certified acts of terrorism asNuclear Accidents
defined under the Terrorism Risk Insurance Extension Act ofCENG is required to insure itself against public liability claims
2005 and the Terrorism Risk Insurance Program Reauthorizationresulting from nuclear incidents to the full limit of public
Act of 2007. Our conventional property insurance program alsoliability. This limit of liability consists of the maximum available
provides coverage for non-certified acts of terrorism up to ancommercial insurance of $375 million and mandatory
annual aggregate limit of $1.0 billion. If a terrorist act occurs atparticipation in an industry-wide retrospective premium
any of our facilities, it could have a significant adverse impactassessment program. The retrospective premium assessment is
on our financial results.$117.5 million per reactor, per incident, increasing the total
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13 Derivatives and Fair Value Measurements

Use of Derivative Instruments ♦ fixing the price of a portion of anticipated fuel
Nature of Our Business and Associated Risks purchases for the operation of our power plants,
Our business activities primarily include our Generation, ♦ fixing the price for a portion of anticipated energy
NewEnergy, regulated electric and gas businesses. Our purchases to supply our load-serving customers, and
Generation and NewEnergy businesses include: ♦ managing our exposure to interest rate risk and foreign

♦ the generation of electricity from our owned and currency exchange risks.
contractually- controlled physical assets,

♦ the sale of power, gas, and other energy commodities to Non-Risk Management Activities
wholesale and retail customers, and In addition to the use of derivatives for risk management

♦ risk management services and energy trading activities. purposes, we also enter into derivative contracts for trading
Our regulated electric and gas businesses engage in purposes primarily for:

electricity and gas transmission and distribution activities in ♦ optimizing the margin on surplus electricity generation
Central Maryland at prices set by the Maryland PSC that are and load positions and surplus fuel supply and demand
generally designed to recover our costs, including purchased fuel positions,
and energy. Substantially all of our risk management activities ♦ price discovery and verification, and
involving derivatives occur outside our regulated businesses. ♦ deploying limited risk capital in an effort to generate

In carrying out our competitive business activities, we returns.
purchase and sell power, fuel, and other energy-related
commodities in competitive markets. These activities expose us Accounting for Derivative Instruments
to significant risks, including market risk from price volatility for The accounting requirements for derivatives require recognition
energy commodities and the credit risks of counterparties with of all qualifying derivative instruments on the balance sheet at
which we enter into contracts. The sources of these risks fair value as either assets or liabilities.
include, but are not limited to, the following:

♦ the risks of unfavorable changes in power prices in the Accounting Designation
wholesale forward and spot markets in which we sell a We must evaluate new and existing transactions and agreements
portion of the power from our power generation to determine whether they are derivatives, for which there are
facilities and purchase power to meet our load-serving several possible accounting treatments. Mark-to-market is
requirements, required as the default accounting treatment for all derivatives

♦ the risk of unfavorable fuel price changes for the unless they qualify, and we specifically designate them, for one
purchase of a portion of the fuel for our generation of the other accounting treatments. Derivatives designated for
facilities under short-term contracts or on the spot any of the elective accounting treatments must meet specific,
market. Fuel prices can be volatile, and the price that restrictive criteria, both at the time of designation and on an
can be obtained for power produced from such fuel may ongoing basis. The permissible accounting treatments include:
not change at the same rate as fuel costs. ♦ normal purchase normal sale (NPNS),

♦ the risk that one or more counterparties may fail to ♦ cash flow hedge,
perform under their obligations to make payments or ♦ fair value hedge, and
deliver fuel or power, ♦ mark-to-market.

♦ interest rate risk associated with variable-rate debt and We discuss our accounting policies for derivatives and
the fair value of fixed-rate debt used to finance our hedging activities and their impacts on our financial statements
operations; and in Note 1.

♦ foreign currency exchange rate risk associated with
international investments and purchases of equipment NPNS
and commodities in currencies other than U.S. dollars. We elect NPNS accounting for derivative contracts that provide

for the purchase or sale of a physical commodity that will be
Objectives and Strategies for Using Derivatives delivered in quantities expected to be used or sold over a
Risk Management Activities reasonable period in the normal course of business. Once we
To lower our exposure to the risk of unfavorable fluctuations in elect NPNS classification for a given contract, we cannot
commodity prices, interest rates, and foreign currency rates, we subsequently change the election and treat the contract as a
routinely enter into derivative contracts, such as fixed-price derivative using mark-to-market or hedge accounting.
forward physical purchase and sales contracts, futures, financial
swaps, and option contracts traded in the over-the-counter Cash Flow Hedging
markets or on exchanges, for hedging purposes. The objectives We generally elect cash flow hedge accounting for most of the
for entering into such hedging transactions primarily include: derivatives that we use to hedge market price risk for our

♦ fixing the price for a portion of anticipated future physical energy delivery activities because hedge accounting more
electricity sales from our generation operations, closely aligns the timing of earnings recognition and cash flows

for the underlying business activities. Management monitors the
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potential impacts of commodity price changes and, where to manage our exposure and to optimize the mix of our fixed
appropriate, may enter into or close out (via offsetting and floating-rate debt.
transactions) derivative transactions designated as cash flow
hedges. Interest Rate Swaps Designated as Fair Value Hedges

We use interest rate swaps designated as fair value hedges to
Commodity Cash Flow Hedges optimize the mix of fixed and floating-rate debt. We record any
We have designated fixed-price forward contracts as cash-flow gains or losses on swaps that qualify for fair value hedge
hedges of forecasted sales of energy and forecasted purchases of accounting treatment, as well as changes in the fair value of the
fuel and energy for the years 2011 through 2016. We had net debt being hedged, in ‘‘Interest expense.’’ We record changes in
unrealized pre-tax losses on these cash-flow hedges recorded in fair value of the swaps in ‘‘Derivative assets and liabilities’’ and
‘‘Accumulated other comprehensive loss’’ of $388.0 million at changes in the fair value of the debt in ‘‘Long-term debt’’ in our
December 31, 2010 and $951.3 million at December 31, 2009. Consolidated Balance Sheets. In addition, we record the

We expect to reclassify $236.6 million of net pre-tax losses difference between interest on hedged fixed-rate debt and
on cash-flow hedges from ‘‘Accumulated other comprehensive floating-rate swaps in ‘‘Interest expense’’ in the periods that the
loss’’ into earnings during the next twelve months based on swaps settle.
market prices at December 31, 2010. However, the actual As of December 31, 2010, we have interest rate swaps
amount reclassified into earnings could vary from the amounts qualifying as fair value hedges relating to $400 million of our
recorded at December 31, 2010, due to future changes in fixed-rate debt maturing in 2012 and 2015, and converted this
market prices. notional amount of debt to floating-rate. The fair value of these

When we determine that a forecasted transaction originally hedges was an unrealized gain of $35.7 million at December 31,
hedged has become probable of not occurring, we reclassify net 2010 and $35.8 million at December 31, 2009 and was
unrealized gains or losses associated with those hedges from recorded as an increase in our ‘‘Derivative assets’’ and an increase
‘‘Accumulated other comprehensive loss’’ to earnings. We in our ‘‘Long-term debt.’’ We had no hedge ineffectiveness on
recognized in earnings the following pre-tax amounts on such these interest rate swaps.
contracts: In January 2011, we terminated $200 million of these

interest rate swaps as a result of retiring all of our fixed-rate debt
maturing in 2012 and received $13.8 million in cash.Year ended December 31, 2010 2009 2008

During February 2011, we entered into interest rate swaps(In millions)
qualifying as fair value hedges related to $350 million of ourPre-tax losses $(0.3) $(241.0) $(31.7)
fixed rate debt maturing in 2015, and converted this notional
amount of debt to floating rate. We also entered into

Interest Rate Swaps Designated as Cash Flow Hedges $150 million of interest rate swaps related to our fixed rate debt
We use interest rate swaps designated as cash flow hedges to maturing in 2020 that do not qualify as fair value hedges, which
manage our interest rate exposures associated with new debt are discussed under Mark-to-Market below.
issuances and to manage our exposure to fluctuations in interest
rates on variable rate debt. The effective portion of gains and Hedge Ineffectiveness
losses on these interest rate cash flow hedges, net of associated For all categories of commodity contract derivative instruments
deferred income tax effects, is recorded in ‘‘Accumulated other designated in hedging relationships, we recorded in earnings the
comprehensive loss’’ in our Consolidated Statements of following pre-tax gains (losses) related to hedge ineffectiveness:
Shareholders’ Equity and Comprehensive Income (Loss). We
reclassify gains and losses on the hedges from ‘‘Accumulated Year ended December 31, 2010 2009 2008
other comprehensive loss’’ into ‘‘Interest expense’’ in our

(In millions)Consolidated Statements of Income (Loss) during the periods in
Cash-flow hedges $(91.3) $11.3 $(121.0)which the interest payments being hedged occur.
Fair value hedges — 23.9 20.6Accumulated other comprehensive loss includes net
Total $(91.3) $35.2 $(100.4)unrealized pre-tax gains on interest rate cash-flow hedges of prior

debt issuances totaling $10.1 million at December 31, 2010 and
$11.3 million at December 31, 2009. We expect to reclassify We did not have any fair value hedges for which we have
$0.9 million of pre-tax net gains on these cash-flow hedges from excluded a portion of the change in fair value from our
‘‘Accumulated other comprehensive loss’’ into ‘‘Interest expense’’ effectiveness assessment.
during the next twelve months. We had no hedge ineffectiveness
on these swaps.

Mark-to-Market
We generally apply mark-to-market accounting for risk

Fair Value Hedging management and trading activities for which changes in fair
We elect fair value hedge accounting for a limited portion of our value more closely reflect the economic performance of the
derivative contracts including certain interest rate swaps. The underlying business activity. However, we also use
objectives for electing fair value hedging in these situations are
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Quantitative Information About Derivatives and Hedgingmark-to-market accounting for derivatives related to the
Activitiesfollowing activities:
Background♦ our competitive retail gas customer supply activities,
Effective January 1, 2009, we adopted an accounting standardwhich are managed using economic hedges that we have
that addresses disclosures about derivative instruments andnot designated as cash-flow hedges in order to match
hedging activities. This standard does not change the accountingthe timing of recognition of the earnings impacts of
for derivatives; rather, it requires expanded disclosure aboutthose activities to the greatest extent permissible,
derivative instruments and hedging activities regarding:♦ economic hedges of activities that require accrual

♦ the ways in which an entity uses derivatives,accounting for which the related hedge requires
♦ the accounting for derivatives and hedging activities, andmark-to-market accounting, and
♦ the impact that derivatives have (or could have) on an♦ during February 2011, we entered into interest rate

entity’s financial position, financial performance, andswaps related to $150 million of our fixed rate debt
cash flows.maturing in 2020, and converted this notional amount

of debt to floating rate. However, these interest rate
Balance Sheet Tablesswaps do not qualify as fair value hedges and will be
We present our derivative assets and liabilities in ourmarked to market through earnings.
Consolidated Balance Sheets on a net basis, including cash
collateral, whenever we have a legally enforceable master nettingOrigination Gains
agreement with a counterparty to a derivative contract. We useWe may record origination gains associated with commodity
master netting agreements whenever possible to manage andderivatives subject to mark-to-market accounting. Origination
substantially reduce our potential counterparty credit risk. Thegains represent the initial fair value of certain structured
net presentation in our Consolidated Balance Sheets reflects ourtransactions that our wholesale marketing, risk management, and
actual credit exposure after giving effect to the beneficial effectstrading operation executes to meet the risk management needs of
of these agreements and cash collateral, and our credit risk isour customers. Historically, transactions that result in origination
reduced further by other forms of collateral.gains have been unique and resulted in individually significant

The following table provides information about the types ofgains from a single transaction. We generally recognize
market risks we manage using derivatives. This table onlyorigination gains when we are able to obtain observable market
includes derivatives and does not reflect the price risks we aredata to validate that the initial fair value of the contract differs
hedging that arise from physical assets or nonderivative accrualfrom the contract price. Origination gains recognized in the past
contracts within our Generation and NewEnergy businesses.three years include:

As discussed more fully following the table, we present this♦ none in 2010,
information by disaggregating our net derivative assets and♦ none in 2009, and
liabilities into gross components on a contract-by-contract basis♦ $73.8 million pre-tax in 2008 resulting from 6
before giving effect to the risk-reducing benefits of mastertransactions.
netting arrangements and collateral. As a result, we must present
each individual contract as an ‘‘asset value’’ if it is in the moneyTermination or Restructuring of Commodity Derivative Contracts
or a ‘‘liability value’’ if it is out of the money, regardless ofWe may terminate or restructure in-the-money contracts in
whether the individual contracts offset market or credit risks ofexchange for upfront cash payments and a reduction or
other contracts in full or in part. Therefore, the gross amountscancellation of future performance obligations. The termination
in this table do not reflect our actual economic or credit riskor restructuring of contracts allows us to lower our exposure to
associated with derivatives. This gross presentation is intendedperformance risk under these contracts. We had no such
only to show separately the various derivative contract types wetransactions for commodity derivative contracts in 2010, 2009
use, such as commodities, interest rate, and foreign exchange.and 2008.

In order to identify how our derivatives impact our
financial position, at the bottom of the table we provide a
reconciliation of the gross fair value components to the net fair
value amounts as presented in the Fair Value Measurements
section of this note and our Consolidated Balance Sheets.

141



The gross asset and liability values in the tables below are segregated between those derivatives designated in qualifying hedge
accounting relationships and those not designated in hedge accounting relationships. Derivatives not designated in hedging
relationships include our NewEnergy retail power and gas customer supply operation, economic hedges of accrual activities, the total
return swaps entered into to effect the sale of the international commodities and Houston-based gas trading operations in 2009, and
risk management and trading activities which we have substantially curtailed as part of our effort to reduce risk in our business. We
use the end of period accounting designation to determine the classification for each derivative position.

Derivatives Derivatives Not
Designated as Hedging Designated As Hedging

Instruments for Instruments for All Derivatives
As of December 31, 2010 Accounting Purposes Accounting Purposes Combined

Asset Liability Asset Liability Asset Liability
Contract type Values (3) Values (4) Values (3) Values (4) Values (3) Values (4)

(In millions)
Power contracts $1,167.9 $(1,362.8) $ 6,795.0 $ (7,166.5) $ 7,962.9 $ (8,529.3)
Gas contracts 1,902.3 (1,832.8) 3,390.1 (3,155.3) 5,292.4 (4,988.1)
Coal contracts 97.0 (48.6) 266.0 (259.7) 363.0 (308.3)
Other commodity contracts (1) — — 61.4 (61.6) 61.4 (61.6)
Interest rate contracts 35.7 — 34.4 (35.7) 70.1 (35.7)
Foreign exchange contracts — — 11.0 (8.4) 11.0 (8.4)

Total gross fair values $3,202.9 $(3,244.2) $10,557.9 $(10,687.2) $ 13,760.8 $(13,931.4)

Netting arrangements (5) (12,955.5) 12,955.5
Cash collateral (28.4) 0.6

Net fair values $ 776.9 $ (975.3)

Net fair value by balance sheet line item:
Accounts receivable (2) $ (16.4)
Derivative assets—current 534.4
Derivative assets—noncurrent 258.9
Derivative liabilities—current (622.3)
Derivative liabilities—noncurrent (353.0)

Total Derivatives $ 776.9 $ (975.3)

(1) Other commodity contracts include oil, freight, emission allowances, and weather contracts.

(2) Represents the unrealized fair value of exchange traded derivatives, exclusive of cash margin posted.

(3) Represents in-the-money contracts without regard to potentially offsetting out-of-the-money contracts under master netting agreements.

(4) Represents out-of-the-money contracts without regard to potentially offsetting in-the-money contracts under master netting agreements.

(5) Represents the effect of legally enforceable master netting agreements.
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Derivatives Derivatives Not
Designated as Hedging Designated As Hedging

Instruments for Instruments for All Derivatives
As of December 31, 2009 Accounting Purposes Accounting Purposes Combined

Asset Liability Asset Liability Asset Liability
Contract type Values (3) Values (4) Values (3) Values (4) Values (3) Values (4)

(In millions)
Power contracts $1,737.3 $(2,292.1) $11,729.3 $(12,414.3) $ 13,466.6 $(14,706.4)
Gas contracts 1,860.6 (1,380.0) 4,159.1 (3,857.1) 6,019.7 (5,237.1)
Coal contracts 20.1 (40.8) 609.5 (627.2) 629.6 (668.0)
Other commodity contracts (1) 1.4 (0.8) 83.1 (32.1) 84.5 (32.9)
Interest rate contracts 35.8 — 28.5 (39.9) 64.3 (39.9)
Foreign exchange contracts — — 13.2 (9.0) 13.2 (9.0)

Total gross fair values $3,655.2 $(3,713.7) $16,622.7 $(16,979.6) $ 20,277.9 $(20,693.3)

Netting arrangements (5) (19,261.0) 19,261.0
Cash collateral (92.6) 125.6

Net fair values $ 924.3 $ (1,306.7)

Net fair value by balance sheet line item:
Accounts receivable (2) $ (348.7)
Derivative assets—current 639.1
Derivative assets—noncurrent 633.9
Derivative liabilities—current (632.6)
Derivative liabilities—noncurrent (674.1)

Total Derivatives $ 924.3 $ (1,306.7)

(1) Other commodity contracts include oil, freight, emission allowances, and weather contracts.

(2) Represents the unrealized fair value of exchange traded derivatives, exclusive of cash margin posted.

(3) Represents in-the-money contracts without regard to potentially offsetting out-of-the-money contracts under master netting agreements.

(4) Represents out-of-the-money contracts without regard to potentially offsetting in-the-money contracts under master netting agreements.

(5) Represents the effect of legally enforceable master netting agreements.

The magnitude of and changes in the gross derivatives result, the gross ‘‘asset’’ and ‘‘liability’’ amounts for each contract
components in these tables do not indicate changes in the level type far exceed our actual economic exposure to commodity
of derivative activities, the level of market risk, or the level of price risk and credit risk. Our actual economic exposure consists
credit risk. The primary factors affecting the magnitude of the of the net derivative position combined with our nonderivative
gross amounts in the table are changes in commodity prices and accrual contracts, such as those for load-serving, and our
the total number of contracts. If commodity prices change, the physical assets, such as our power plants. Our actual derivative
gross amounts could increase, even if the level of contracts stays credit risk exposure after master netting agreements and cash
the same, because separate presentation is required for contracts collateral is reflected in the net fair value amounts shown at the
that are in the money from those that are out of the money. As bottom of the table above. Our total economic and credit
a result, the gross amounts of even fully hedged positions could exposures, including derivatives, are managed in a comprehensive
increase if prices change. Additionally, if the number of contracts risk framework that includes risk measures such as economic
increases, the gross amounts also could increase. Thus, the value at risk, stress testing, and maximum potential credit
execution of new contracts to reduce economic risk could exposure.
actually increase the gross amounts in the table because of the
requirement to present the gross value of each individual Gain and (Loss) Tables
contract separately. The tables below summarize the gain and loss impacts of our

The primary purpose of these tables is to disaggregate the derivative instruments segregated into the following categories:
risks being managed using derivatives. In order to achieve this ♦ cash flow hedges,
objective, we prepare this table by separating each individual ♦ fair value hedges, and
derivative contract that is in the money from each contract that ♦ mark-to-market derivatives.
is out of the money and present such amounts on a gross basis, The tables only include this information for derivatives and
even for offsetting contracts that have identical quantities for the do not reflect the related gains or losses that arise from
same commodity, location, and delivery period. We must also generation and generation-related assets, nonderivative accrual
present these components excluding the substantive credit-risk contracts, or NPNS contracts within our Generation and
reducing effects of master netting agreements and collateral. As a NewEnergy businesses, other than fair value hedges, for which
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we separately show the gain or loss on the hedged asset or derivatives are used to manage risk. For a more complete
liability. As a result, for mark-to-market and cash-flow hedge discussion of how derivatives affect our financial performance,
derivatives, these tables only reflect the impact of derivatives see our accounting policy for Revenues, Fuel and Purchased
themselves and therefore do not necessarily include all of the Energy Expenses, and Derivatives and Hedging Activities in
income statement impacts of the transactions for which Note 1.

The following tables present gains and losses on derivatives designated as cash flow hedges. As discussed more fully in our
accounting policy, we record the effective portion of unrealized gains and losses on cash flow hedges in Accumulated Other
Comprehensive Loss until the hedged forecasted transaction affects earnings. We record the ineffective portion of gains and losses on
cash flow hedges in earnings as they occur. When the hedged forecasted transaction settles and is recorded in earnings, we reclassify
the related amounts from Accumulated Other Comprehensive Loss into earnings, with the result that the combination of revenue or
expense from the forecasted transaction and gain or loss from the hedge are recognized in earnings at a total amount equal to the
hedged price. Accordingly, the amount of derivative gains and losses recorded in Accumulated Other Comprehensive Loss and
reclassified from Accumulated Other Comprehensive Loss into earnings does not reflect the total economics of the hedged forecasted
transactions. The total impact of our forecasted transactions and related hedges is reflected in our Consolidated Statements of Income
(Loss).

Cash Flow Hedges Year Ended December 31,

Gain (Loss) Ineffectiveness Gain
Gain (Loss) Recorded Reclassified from AOCI (Loss) Recorded

in AOCI into Earnings in Earnings

Contract type: 2010 2009 Statement of Income (Loss) Line Item 2010 2009 2010 2009

(In millions)
Hedges of forecasted sales: Nonregulated revenues

Power contracts $ 144.5 $ 362.5 $ (165.8) $ (180.6) $ 8.9 $ 77.5
Gas contracts (59.1) (65.1) 90.8 (67.3) (0.3) 6.3
Coal contracts — 10.0 — (229.9) — —
Other commodity

contracts (1) — 6.8 (0.7) (0.4) — (6.2)
Interest rate contracts — (0.3) — (0.3) — —
Foreign exchange contracts — 2.5 (1.0) (1.1) — —

Total gains (losses) $ 85.4 $ 316.4 Total included in nonregulated revenues $ (76.7) $ (479.6) $ 8.6 $ 77.6

Hedges of forecasted purchases: Fuel and purchased energy expense
Power contracts $(377.4) $(1,056.0) $(1,036.1) $(1,905.3) $(40.7) $(42.2)
Gas contracts (141.5) 103.7 216.5 165.8 (64.3) (15.2)
Coal contracts 65.9 (77.7) (34.6) (187.6) 4.9 (8.9)
Other commodity

contracts (2) (0.2) (12.3) (0.3) 8.2 0.2 —
Foreign exchange contracts — — — — — —

Total included in fuel and purchased
Total losses $(453.2) $(1,042.3) energy expense $ (854.5) $(1,918.9) $(99.9) $(66.3)

Hedges of interest rates: Interest expense
Interest rate contracts — — 4.3 0.6 — —

Total gains $ — $ — Total included in interest expense $ 4.3 $ 0.6 $ — $ —

Grand total (losses) gains $(367.8) $ (725.9) $ (926.9) $(2,397.9) $(91.3) $ 11.3

(1) Other commodity sale contracts include oil and freight contracts.

(2) Other commodity purchase contracts include freight and emission allowances.
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The following table presents gains and losses on derivatives designated as fair value hedges and, separately, the gains and losses
on the hedged item. As discussed earlier, we record the unrealized gains and losses on fair value hedges as well as changes in the fair
value of the hedged asset or liability in earnings as they occur. The difference between these amounts represents hedge ineffectiveness.
Due to the sale of our Houston-based gas trading operation, we do not have any activity for fair value hedges related to gas contracts
since the second quarter of 2009.

Fair Value Hedges Year Ended December 31,

Amount of Gain (Loss) Amount of Gain (Loss)
Recognized in Income Recognized in Income

on Derivative on Hedged Item

Contract type: Statement of Income (Loss) Line Item 2010 2009 2010 2009

(In millions)
Commodity contracts:

Gas contracts Nonregulated revenues $ — $40.6 $ — $(16.7)
Interest rate contracts Interest expense 18.0 (0.1) (15.6) 0.7

Total gains (losses) $18.0 $40.5 $(15.6) $(16.0)

The following table presents gains and losses on mark-to-market derivatives, contracts that have not been designated as hedges
for accounting purposes. As discussed more fully in Note 1, we record the unrealized gains and losses on mark-to-market derivatives
in earnings as they occur. While we use mark-to-market accounting for risk management and trading activities because changes in fair
value more closely reflect the economic performance of the activity, we also use mark-to-market accounting for certain derivatives
related to portions of our physical energy delivery activities. Accordingly, the total amount of gains and losses from mark-to-market
derivatives does not necessarily reflect the total economics of related transactions.

Mark-to-Market Derivatives Year Ended December 31,

Amount of Gain (Loss)
Recorded in Income

on Derivative

Contract type: Statement of Income (Loss) Line Item 2010 2009

(In millions)
Commodity contracts:

Power contracts Nonregulated revenues $(26.2) $ 250.9
Gas contracts Nonregulated revenues 41.4 (360.0)
Coal contracts Nonregulated revenues 13.3 14.0
Other commodity contracts (1) Nonregulated revenues (15.4) (11.7)
Coal contracts Fuel and purchased energy expense — (109.8)

Interest rate contracts Nonregulated revenues (2.3) (27.2)
Foreign exchange contracts Nonregulated revenues (1.2) 7.6

Total gains (losses) $ 9.6 $(236.2)

(1) Other commodity contracts include oil, freight, uranium, weather, and emission allowances.

In computing the amounts of derivative gains and losses in manage. We own or control electric generating facilities, which
the above tables, we include the changes in fair values of exposes us to both power and fuel price risk; we serve electric
derivative contracts up to the date of maturity or settlement of and gas wholesale and retail customers within our NewEnergy
each contract. This approach facilitates a comparable business, which exposes us to electricity and natural gas price
presentation for both financial and physical derivative contracts. risk; and we provide risk management services and engage in
In addition, for cash flow hedges we include the impact of intra- trading activities, which can expose us to a variety of commodity
quarter transactions (i.e., those that arise and settle within the price risks. We conduct our business activities throughout the
same quarter) in both gains and losses recognized in United States and internationally. In order to manage the risks
Accumulated Other Comprehensive Loss and amounts associated with these activities, we are required to be an active
reclassified from Accumulated Other Comprehensive Loss into participant in the energy markets, and we routinely employ
earnings. derivative instruments to conduct our business.

Derivative instruments provide an efficient and effective
way to conduct our business and to manage the associated risks.Volume of Derivative Activity
We manage our generating resources and customer supplyThe volume of our derivatives activity is directly related to the
activities based upon established policies and limits, and we usefundamental nature and scope of our business and the risks we
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derivatives to establish a portion of our hedges and to adjust the generating facilities and customer supply activities is reduced by
level of our hedges from time to time. Additionally, we engage derivatives, and the exposure from our trading activities is
in trading activities which enable us to execute hedging managed and controlled through the risk measures discussed
transactions in a cost-effective manner. We manage those above. Therefore, the information in the table below is only an
activities based upon various risk measures, including position indication of that portion of our business that we manage
limits, economic value at risk (EVaR) and value at risk (VaR), through derivatives and serves primarily to identify the extent of
and we use derivatives to establish and maintain those activities our derivatives activities and the types of risks that they are
within the prescribed limits. We are also using derivatives to intended to manage.
execute, control, and reduce the overall level of our trading Additionally, the disclosure of derivative quantities
positions and risk as well as to manage a portion of our interest potentially could reveal commercially valuable or otherwise
rate risk associated with debt and our foreign currency risk from competitively sensitive information that could limit the
non-dollar denominated transactions. Accordingly, the use of effectiveness and profitability of our business activities.
derivative instruments is integral to the conduct of our business, Therefore, in the table below, we have computed the derivative
and derivative instruments are an important tool through which volumes for commodities by aggregating the absolute value of
we are able to manage and mitigate the risks that are inherent in net positions within commodities for each year. This provides an
our activities. indication of the level of derivatives activity, but it does not

The following table presents information designed to indicate either the direction of our position (long or short), or
provide insight into the overall volume of our derivatives usage. the overall size of our position. We believe this presentation gives
However, the volumes presented in this table are subject to a an appropriate indication of the level of derivatives activity
number of limitations and should only be used as an indication without unnecessarily revealing the size and direction of our
of the extent of our derivatives usage and the risks they are derivatives positions.
intended to manage. Finally, the volume information for commodity derivatives

First, the volume information is not a complete represents ‘‘delta equivalent’’ quantities, not gross notional
representation of our market price risk because it only includes amounts. We make use of different types of commodity
derivative contracts. Accordingly, this table does not present a derivative instruments such as forwards, futures, options, and
complete picture of our overall net economic exposure, and swaps, and we believe that the delta equivalent quantity is the
should not be interpreted as an indication of open or unhedged most relevant measure of the volume associated with these
commodity positions, because the use of derivatives is only one commodity derivatives. The delta-equivalent quantity represents
of the means by which we engage in and manage the risks of a risk-adjusted notional quantity for each contract that takes into
our business. For example, the table does not include power or account the probability that an option will be exercised.
fuel quantities and risks arising from our physical assets, Therefore, the volume information for commodity derivatives
non-derivative contracts, and forecasted transactions that we represents the delta equivalent quantity of those contracts,
manage using derivatives; a portion of these volumes reduces computed on the basis described above. For interest rate
those risks. It also does not include volumes of commodities contracts and foreign currency contracts we have presented the
under nonderivative contracts that we use to serve customers or notional amounts of such contracts in the table below.
manage our risks. Our actual net economic exposure from our
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The following tables present the volume of our derivative activities as of December 31, 2010 and 2009, shown by contractual
settlement year.

Quantities (1) Under Derivative Contracts As of December 31, 2010

Contract Type (Unit) 2011 2012 2013 2014 2015 Thereafter Total

(In millions)
Power (MWH) 21.2 — 3.8 4.2 2.3 0.2 31.7
Gas (mmBTU) 175.3 90.1 80.2 64.7 24.1 — 434.4
Coal (Tons) 4.4 2.5 0.1 — — — 7.0
Oil (BBL) 0.2 0.1 0.1 — — — 0.4
Emission Allowances (Tons) 1.5 — — — — — 1.5
Renewable Energy Credits (Number of credits) 0.4 0.3 0.3 0.3 0.3 0.7 2.3
Interest Rate Contracts $639.4 $490.7 $941.8 $405.0 $460.0 $175.0 $3,111.9
Foreign Exchange Rate Contracts $ 48.7 $ 8.7 $ 16.8 $ 16.8 $ 15.5 $ — $ 106.5

Quantities (1) Under Derivative Contracts As of December 31, 2009

Contract Type (Unit) 2010 2011 2012 2013 2014 Thereafter Total

(In millions)
Power (MWH) 32.7 1.6 3.2 3.2 0.1 0.9 41.7
Gas (mmBTU) 37.3 37.4 22.1 21.0 22.7 21.3 161.8
Coal (Tons) 3.9 3.9 0.2 — — — 8.0
Oil (BBL) 0.3 — — — — — 0.3
Emission Allowances (Tons) 7.2 — — — — — 7.2
Interest Rate Contracts $972.3 $140.6 $440.5 $58.2 $255.0 $200.0 $2,066.6
Foreign Exchange Rate Contracts $ 27.9 $ 72.4 $ 16.7 $16.7 $ 16.8 $ 15.5 $ 166.0

(1) Amounts in the table are only intended to provide an indication of the level of derivatives activity and should not be interpreted as a
measure of any derivative position or overall economic exposure to market risk. Quantities are expressed as ‘‘delta equivalents’’ on an
absolute value basis by contract type by year. Additionally, quantities relate only to derivatives and do not include potentially offsetting
quantities associated with physical assets and nonderivative accrual contracts.

In addition to the commodities in the tables above, we also that we could be required to post with counterparties, including
hold derivative instruments related to weather that are both cash collateral and letters of credit, in the event of a credit
insignificant relative to the overall level of our derivative activity. downgrade to below investment grade. These amounts are

associated with net derivative liabilities totaling $0.9 billion at
December 31, 2010 and $1.0 billion at December 31, 2009Credit-Risk Related Contingent Features
after reflecting legally binding master netting agreements andCertain of our derivative instruments contain provisions that
collateral already posted.would require additional collateral upon a credit-related event

We present the gross fair value of derivatives in a netsuch as an adequate assurance provision or a credit rating
liability position that have credit-risk-related contingent featuresdecrease in the senior unsecured debt of Constellation Energy.
in the first column in the table below. This gross fair valueThe amount of collateral we could be required to post would be
amount represents only the out-of-the-money contractsdetermined by the fair value of contracts containing such
containing such features that are not fully collateralized by cashprovisions that represent a net liability, after offset for the fair
on a stand-alone basis. Thus, this amount does not reflect thevalue of any asset contracts with the same counterparty under
offsetting fair value of in-the-money contracts under legally-master netting agreements and any other collateral already
binding master netting agreements with the same counterparty,posted. This collateral amount is a component of, and is not in
as shown in the second column in the table. Theseaddition to, the total collateral we could be required to post for
in-the-money contracts would offset the amount of any grossall contracts upon a credit rating decrease.
liability that could be required to be collateralized, and as aThe following tables present information related to these
result, the actual potential collateral requirements would bederivatives at December 31, 2010 and 2009. Based on
based upon the net fair value of derivatives containing suchcontractual provisions, we estimate that if Constellation Energy’s
features, not the gross amount. The amount of any possiblesenior unsecured debt were downgraded, our total contingent
contingent collateral for such contracts in the event of acollateral obligation for derivatives in a net liability position was
downgrade would be further reduced to the extent that we have$0.1 billion at December 31, 2010 and $0.2 billion as of
already posted collateral related to the net liability.December 31, 2009, which represents the additional collateral
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Because the amount of any contingent collateral obligation would be based on the net fair value of all derivative contracts under
each master netting agreement, we believe that the ‘‘net fair value of derivative contracts containing this feature’’ as shown in the
tables below is the most relevant measure of derivatives in a net liability position with credit-risk-related contingent features. This
amount reflects the actual net liability upon which existing collateral postings are computed and upon which any additional
contingent collateral obligation would be based.

Credit-Risk Related Contingent Feature As of December 31, 2010

Gross Fair Value Offsetting Fair Value Net Fair Value
of Derivative of In-the-Money of Derivative Amount of Contingent

Contracts Containing Contracts Under Master Contracts Containing Posted Collateral
This Feature (1) Netting Agreements (2) This Feature (3) Collateral (4) Obligation (5)

(In billions)
$4.6 $(3.7) $0.9 $0.7 $0.1

Credit-Risk Related Contingent Feature As of December 31, 2009

Gross Fair Value Offsetting Fair Value Net Fair Value
of Derivative of In-the-Money of Derivative Amount of Contingent

Contracts Containing Contracts Under Master Contracts Containing Posted Collateral
This Feature (1) Netting Agreements (2) This Feature (3) Collateral (4) Obligation (5)

(In billions)
$8.6 $(7.6) $1.0 $0.7 $0.2

(1) Amount represents the gross fair value of out-of-the-money derivative contracts containing credit-risk-related contingent features that are
not fully collateralized by posted cash collateral on an individual, contract-by-contract basis ignoring the effects of master netting
agreements.

(2) Amount represents the offsetting fair value of in-the-money derivative contracts under legally-enforceable master netting agreements with
the same counterparty, which reduces the amount of any liability for which we potentially could be required to post collateral.

(3) Amount represents the net fair value of out-of-the-money derivative contracts containing credit-risk related contingent features after
considering the mitigating effects of offsetting positions under master netting arrangements and reflects the actual net liability upon
which any potential contingent collateral obligations would be based.

(4) Amount includes cash collateral posted of $0.6 million and letters of credit of $656.9 million at December 31, 2010 and cash
collateral posted of $125.6 million and letters of credit of $585.2 million at December 31, 2009.

(5) Amounts represent the additional collateral that we could be required to post with counterparties, including both cash collateral and
letters of credit, in the event of a credit downgrade to below investment grade after giving consideration to offsetting derivative and
non-derivative positions under master netting agreements.

Concentrations of Derivative-Related Credit Risk the fair value measurement of each individual asset and liability
We discuss our concentrations of credit risk, including taken as a whole. We determine fair value for assets and
derivative-related positions, in Note 1. At December 31, 2010, liabilities classified as Level 1 by multiplying the market price by
two counterparties, a large power cooperative and CENG, the quantity of the asset or liability. We primarily determine fair
comprise total exposure concentrations of 25%. value measurements classified as Level 2 or Level 3 using the

income valuation approach, which involves discounting estimated
Fair Value Measurements cash flows using assumptions that market participants would use
Effective January 1, 2008, we adopted guidance related to fair in pricing the asset or liability.
value measurements. This guidance defines fair value, establishes We present all derivatives recorded at fair value net with the
a framework for measuring fair value, and requires certain associated fair value cash collateral. This presentation of the net
disclosures about fair value measurements. We discuss our fair position reflects our credit exposure for our on-balance sheet
value measurements below. positions but excludes the impact of any off-balance sheet

We determine the fair value of our assets and liabilities positions and collateral. Examples of off-balance sheet positions
using unadjusted quoted prices in active markets (Level 1) or and collateral include in-the-money accrual contracts for which
pricing inputs that are observable (Level 2) whenever that the right of offset exists in the event of default and letters of
information is available. We use unobservable inputs (Level 3) to credit. We discuss our letters of credit in more detail in Note 8.
estimate fair value only when relevant observable inputs are not
available.

We classify assets and liabilities within the fair value
hierarchy based on the lowest level of input that is significant to
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Recurring Measurements Cash equivalents represent money market funds which are
Our assets and liabilities measured at fair value on a recurring included in ‘‘Cash and cash equivalents’’ in the Consolidated
basis consist of the following (BGE’s assets and liabilities Balance Sheets. Equity securities primarily represent mutual fund
measured at fair value on a recurring basis are immaterial): investments which are included in ‘‘Other assets’’ in the

Consolidated Balance Sheets. Derivative instruments represent
As of December 31, unrealized amounts related to all derivative positions, including

2010
futures, forwards, swaps, and options. We classify exchange-listedAssets Liabilities
contracts as part of ‘‘Accounts Receivable’’ in our Consolidated(In millions)
Balance Sheets. We classify the remainder of our derivativeCash equivalents $1,545.4 $ —
contracts as ‘‘Derivative assets’’ or ‘‘Derivative liabilities’’ in ourEquity securities 43.7 —
Consolidated Balance Sheets.Derivative instruments:

Classified as derivative assets and
liabilities:
Current 534.4 (622.3)
Noncurrent 258.9 (353.0)

Total classified as derivative assets
and liabilities 793.3 (975.3)

Classified as accounts receivable (1) (16.4) —

Total derivative instruments 776.9 (975.3)

Total recurring fair value measurements $2,366.0 $(975.3)

(1) Represents the unrealized fair value of exchange traded
derivatives, exclusive of cash margin posted.

As of December 31,
2009

Assets Liabilities

(In millions)
Cash equivalents $3,065.4 $ —
Equity securities 46.2 —
Derivative instruments:

Classified as derivative assets and
liabilities:
Current 639.1 (632.6)
Noncurrent 633.9 (674.1)

Total classified as derivative assets
and liabilities 1,273.0 (1,306.7)

Classified as accounts receivable (1) (348.7) —

Total derivative instruments 924.3 (1,306.7)

Total recurring fair value measurements $4,035.9 $(1,306.7)

(1) Represents the unrealized fair value of exchange traded
derivatives, exclusive of cash margin posted.
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The tables below set forth by level within the fair value hierarchy the gross components of the Company’s assets and liabilities
that were measured at fair value on a recurring basis as of December 31, 2010 and 2009. For December 31, 2010, our net derivative
assets and liabilities are disaggregated on a gross contract-by-contract basis. These gross balances are intended solely to provide
information on sources of inputs to fair value and proportions of fair value involving objective versus subjective valuations and do not
represent either our actual credit exposure or net economic exposure. Therefore, the objective of this table is to provide information
about how each individual derivative contract is valued within the fair value hierarchy, regardless of whether a particular contract is
eligible for netting against other contracts or whether it has been collateralized.

Netting and Total Net
At December 31, 2010 Level 1 Level 2 Level 3 Cash Collateral (1) Fair Value

(In millions)
Cash equivalents $1,545.4 $ — $ — $ — $1,545.4
Equity securities 43.7 — — — 43.7
Derivative assets:

Power contracts — 7,509.6 453.3
Gas contracts 63.9 5,113.3 115.2
Coal contracts — 355.6 7.4
Other commodity contracts 6.6 54.8 —
Interest rate contracts 33.1 37.0 —
Foreign exchange contracts — 11.0 —

Total derivative assets 103.6 13,081.3 575.9 (12,983.9) 776.9

Derivative liabilities:
Power contracts — (7,758.2) (771.1)
Gas contracts (72.7) (4,910.3) (5.1)
Coal contracts — (307.4) (0.9)
Other commodity contracts (7.1) (54.5) —
Interest rate contracts (35.7) — —
Foreign exchange contracts — (8.4) —

Total derivative liabilities (115.5) (13,038.8) (777.1) 12,956.1 (975.3)

Net derivative position (11.9) 42.5 (201.2) (27.8) (198.4)

Total $1,577.2 $ 42.5 $(201.2) $ (27.8) $1,390.7

(1) We present our derivative assets and liabilities in our Consolidated Balance Sheets on a net basis. We net derivative assets and
liabilities, including cash collateral, when a legally enforceable master netting agreement exists between us and the counterparty to a
derivative contract. At December 31, 2010, we included $28.4 million of cash collateral held and $0.6 million of cash collateral
posted (excluding margin posted on exchange traded derivatives) in netting amounts in the above table.

Netting and Total Net
At December 31, 2009 Level 1 Level 2 Level 3 Cash Collateral (1) Fair Value

(In millions)
Cash equivalents $3,065.4 $ — $ — $ — $ 3,065.4
Equity securities—mutual funds 46.2 — — — 46.2
Derivative assets 80.7 19,393.9 803.3 (19,353.6) 924.3
Derivative liabilities (79.0) (19,519.5) (1,094.8) 19,386.6 (1,306.7)

Net derivative position 1.7 (125.6) (291.5) 33.0 (382.4)

Total $3,113.3 $ (125.6) $ (291.5) $ 33.0 $ 2,729.2

(1) We present our derivative assets and liabilities in our Consolidated Balance Sheets on a net basis. We net derivative assets and
liabilities, including cash collateral, when a legally enforceable master netting agreement exists between us and the counterparty to a
derivative contract. At December 31, 2009, we included $92.6 million of cash collateral held and $125.6 million of cash collateral
posted (excluding margin posted on exchange traded derivatives) in netting amounts in the above table.

The factors that cause changes in the gross components of operations. We describe the primary factors that change the
the derivative amounts in the tables above are unrelated to the gross components below.
existence or level of actual market or credit risk from our We prepared this table by separating each individual

derivative contract that is in the money from each contract that
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is out of the money. We also did not reflect master netting impact on the measurement of fair value, we classify the
agreements and collateral for our derivatives. As a result, the instrument within Level 3.
gross ‘‘asset’’ and ‘‘liability’’ amounts in each of the three fair During 2010, there were no significant transfers of
value levels far exceed our actual economic exposure to derivatives between Level 1 and Level 2 of the fair value
commodity price risk and credit risk. Our actual economic hierarchy.
exposure consists of the net derivative position combined with We utilize models based upon the income approach to
our nonderivative accrual contracts, such as those for measure the fair value of derivative contracts classified as Level 2
load-serving, and our physical assets, such as our power plants. or 3. Generally, we use similar models to value similar
Our actual credit risk exposure is reflected in the net derivative instruments. In order to determine fair value, we utilize various
asset and derivative liability amounts shown in the Total Net inputs and factors including market data and assumptions that
Fair Value column. market participants would use in pricing assets or liabilities as

Increases and decreases in the gross components presented well as assumptions about the risks inherent in the inputs to the
in each of the levels in this table also do not indicate changes in valuation technique. The inputs and factors include:
the level of derivative activities. Rather, the primary factors ♦ forward commodity prices,
affecting the gross amounts are commodity prices and the total ♦ price volatility,
number of contracts. If commodity prices change, the gross ♦ volumes,
amounts could increase, even if the level of contracts stays the ♦ location,
same, because separate presentation is required for contracts that ♦ interest rates,
are in the money from those that are out of the money. As a ♦ credit quality of counterparties and Constellation
result, even fully hedged positions could exhibit increases in the Energy, and
gross amounts if prices change. Additionally, if the number of ♦ credit enhancements.
contracts increases, the gross amounts also could increase. Thus, The primary input to our valuation models is the forward
the execution of new contracts to reduce economic risk could commodity curve for the respective instrument. Forward
actually increase the gross amounts in the table because of the commodity curves are derived from published exchange
required separation of contracts discussed above. transaction prices, executed bilateral transactions, broker quotes,

Cash equivalents consist of exchange-traded money market and other observable or public data sources. The relevant
funds, which are valued by multiplying unadjusted quoted prices forward commodity curve used to value each of our derivatives
in active markets by the quantity of the asset and are classified will depend on a number of factors including commodity type,
within Level 1. location, and expected delivery period. Price volatility would

Equity securities consist of mutual funds, which are valued vary by commodity and location. When appropriate, we
by multiplying unadjusted quoted prices in active markets by the discount future cash flows using risk free interest rates with
quantity of the asset and are classified within Level 1. adjustments to reflect the credit quality of each counterparty for

Derivative instruments include exchange-traded and bilateral assets and our own credit quality for liabilities.
contracts. Exchange-traded derivative contracts include futures We also record valuation adjustments to reflect uncertainty
and options. Bilateral derivative contracts include swaps, associated with certain estimates inherent in the determination
forwards, options and structured transactions. We have classified of the fair value of derivative assets and liabilities. The effect of
derivative contracts within the fair value hierarchy as follows: these uncertainties is not incorporated in market price

♦ Exchange-traded derivative contracts valued by information of other market-based estimates used to determine
multiplying unadjusted quoted prices in active markets fair value of our mark-to-market energy contracts.
by the quantity of the asset or liability are classified We describe below the main types of valuation adjustments
within Level 1. we record and the process for establishing each. Generally,

♦ Exchange-traded derivative contracts valued using pricing increases in valuation adjustments reduce our earnings, and
inputs based upon market quotes or market transactions decreases in valuation adjustments increase our earnings.
are classified within Level 2. These contracts generally However, all or a portion of the effect on earnings of changes in
trade in less active markets (i.e., for certain contracts the valuation adjustments may be offset by changes in the value of
exchange sets the closing price, which may not be the underlying positions.
reflective of an actual trade). ♦ Close-out adjustment—represents the estimated cost to

♦ Bilateral derivative contracts where observable inputs are close out or sell to a third party open mark-to-market
available for substantially the full term and value of the positions. This valuation adjustment has the effect of
asset or liability are classified within Level 2. valuing ‘‘long’’ positions (the purchase of a commodity)

♦ Bilateral derivative contracts with a lower availability of at the bid price and ‘‘short’’ positions (the sale of a
pricing information are classified in Level 3. In addition, commodity) at the offer price. We compute this
structured transactions, such as certain options, may adjustment using a market-based estimate of the bid/
require us to use internally developed model inputs, offer spread for each commodity and option price and
which might not be observable in or corroborated by the absolute quantity of our net open positions for each
the market, to determine fair value. When such year. The level of total close-out valuation adjustments
unobservable inputs have more than an insignificant increases as we have larger unhedged positions, bid-offer
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spreads increase, or market information is not available, models. These activities are undertaken by individuals that are
and it decreases as we reduce our unhedged positions, independent of those responsible for estimating fair value.
bid-offer spreads decrease, or market information The Company’s assessment of the significance of a
becomes available. particular input to the fair value measurement requires judgment

♦ Unobservable input valuation adjustment—this and may affect the classification of assets and liabilities within
adjustment is necessary when we determine fair value for the fair value hierarchy. Because of the long-term nature of
derivative positions using internally developed models certain assets and liabilities measured at fair value as well as
that use unobservable inputs due to the absence of differences in the availability of market prices and market
observable market information. Unobservable inputs to liquidity over their terms, inputs for some assets and liabilities
fair value may arise due to a number of factors, may fall into any one of the three levels in the fair value
including but not limited to, the term of the hierarchy or some combination thereof. Thus, even though we
transaction, contract optionality, delivery location, or are required to classify these assets and liabilities in the lowest
product type. In the absence of observable market level in the hierarchy for which inputs are significant to the fair
information that supports the model inputs, there is a value measurement, a portion of that measurement may be
presumption that the transaction price is equal to the determined using inputs from a higher level in the hierarchy.
market value of the contract when we transact in our The following table sets forth a reconciliation of changes in
principal market and thus we recalibrate our estimate of Level 3 fair value measurements, which predominantly relate to
fair value to equal the transaction price. Therefore we power contracts:
do not recognize a gain or loss at contract inception on
these transactions. We will recognize such gains or losses Year Ended
in earnings as we realize cash flows under the contract December 31,
or when observable market data becomes available. 2010 2009

♦ Credit-spread adjustment—for risk management (In millions)
purposes, we compute the value of our derivative assets Balance at beginning of period $(291.5) $ 37.0
and liabilities using a risk-free discount rate. In order to Realized and unrealized (losses) gains:
compute fair value for financial reporting purposes, we Recorded in income 157.0 (297.0)
adjust the value of our derivative assets to reflect the Recorded in other comprehensive
credit-worthiness of each counterparty based upon either income 95.2 201.6
published credit ratings or equivalent internal credit Purchases, sales, issuances, and settlements (69.6) (140.8)
ratings and associated default probability percentages. Transfers into Level 3 (1) 73.6
We compute this adjustment by applying a default Transfers out of Level 3 (1) (165.9)
probability percentage to our outstanding credit Net transfers into and out of Level 3 (92.3) (92.3)
exposure, net of collateral, for each counterparty. The

Balance at end of year $(201.2) $(291.5)level of this adjustment increases as our credit exposure
to counterparties increases, the maturity terms of our Change in unrealized gains recorded in
transactions increase, or the credit ratings of our income relating to derivatives still held
counterparties deteriorate, and it decreases when our at end of period $ 189.5 $ (27.8)
credit exposure to counterparties decreases, the maturity

(1) Effective January 1, 2010, we are required to presentterms of our transactions decrease, or the credit ratings
separately the amounts transferred into Level 3 from theof our counterparties improve. As part of our evaluation,
amounts transferred out of Level 3. For purposes of thiswe assess whether the counterparties’ published credit
reconciliation, we assumed transfers into and out of Level 3ratings are reflective of current market conditions. We
occurred on the last day of the quarter.review available observable data including bond prices

and yields and credit default swaps to the extent it is
Realized and unrealized gains (losses) are included primarilyavailable. We also consider the credit risk measurement

in ‘‘Nonregulated revenues’’ for our derivative contracts that areimplied by that data in determining our default
marked-to-market in our Consolidated Statements of Incomeprobability percentages, and we evaluate its reliability
(Loss) and are included in ‘‘Accumulated other comprehensivebased upon market liquidity, comparability, and other
loss’’ for our derivative contracts designated as cash-flow hedgesfactors. We also use a credit-spread adjustment in order
in our Consolidated Balance Sheets. We discuss the incometo reflect our own credit risk in determining the fair
statement classification for realized gains and losses related tovalue of our derivative liabilities.
cash-flow hedges for our various hedging relationships in Note 1.We regularly evaluate and validate the inputs we use to

Realized and unrealized gains (losses) include the realizationestimate fair value by a number of methods, consisting of
of derivative contracts through maturity. This includes the fairvarious market price verification procedures, including the use of
value, as of the beginning of each quarterly reporting period, ofpricing services and multiple broker quotes to support the
contracts that matured during each quarterly reporting period.market price of the various commodities in which we transact, as
Purchases, sales, issuances, and settlements represent cash paid orwell as review and verification of models and changes to those
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received for option premiums, and the acquisition or recorded an other-than-temporary impairment charge of
termination of derivative contracts prior to maturity. Transfers $8.4 million on one of our equity investments that own a
into Level 3 represent existing assets or liabilities that were hydroelectric generating facility in California. These fair value
previously categorized at a higher level for which the inputs to measurements included significant unobservable inputs, and, as
the model became unobservable. Transfers out of Level 3 such, the entire amounts of the measurements were classified as
represent assets and liabilities that were previously classified as Level 3. We discuss these impairment charges, including the
Level 3 for which the inputs became observable based on the inputs and valuation techniques used to estimate the fair value
criteria discussed previously for classification in either Level 1 or of these equity method investments, in more detail in Note 2.
Level 2. Because the depth and liquidity of the power markets There were no nonrecurring measurements in 2009.
varies substantially between regions and time periods, the

Fair Value of Financial Instrumentsavailability of observable inputs for substantially the full term
We show the carrying amounts and fair values of financialand value of our bilateral derivative contracts changes frequently.
instruments included in our Consolidated Balance Sheets in theAs a result, we also expect derivatives balances to transfer into
following table:and out of Level 3 frequently based on changes in the

observable data available as of the end of the period.
At December 31, 2010 2009

Carrying Fair Carrying FairNonrecurring Measurements Amount Value Amount Value
The table below sets forth by level within the fair value (In millions)

Investments and other assets—hierarchy our assets and liabilities that were measured at fair
Constellation Energy $ 248.7 $ 249.2 $ 167.6 $ 166.0value on a nonrecurring basis during the year ended

Fixed-rate long-term debt:
December 31, 2010: Constellation Energy

(including BGE) 4,229.3 4,518.4 4,225.0 4,433.1
Losses for the BGE 2,143.6 2,301.8 2,200.1 2,280.5

Fair Value at Fair Value at year ended Variable-rate long-term debt:
September 30, December 31, December 31, Constellation Energy2010 2010 Level 3 2010

(including BGE) 528.7 528.7 649.9 649.9
(In millions) BGE — — — —

Investment in CENG $2,970.4 $ N/A $2,970.4 $2,275.0
Other investments:

UNE — N/A — 143.4 We use the following methods and assumptions for
Qualifying facilities—

estimating fair value disclosures for financial instruments:coal 36.7 N/A 36.7 50.0
Qualifying facilities— ♦ cash and cash equivalents, net accounts receivable, other

hydroelectric N/A 14.8 14.8 8.4 current assets, certain current liabilities, short-term
Total other borrowings, current portion of long-term debt, and

investments 36.7 14.8 51.5 201.8 certain deferred credits and other liabilities: because of
Total $3,007.1 $ 14.8 $3,021.9 $2,476.8 their short-term nature, the amounts reported in our

Consolidated Balance Sheets approximate fair value,
♦ investments and other assets: the fair value is based onDuring the quarter ended September 30, 2010, we recorded

quoted market prices where available, andother-than-temporary impairment charges of $2,468.4 million
♦ long-term debt: the fair value is based on quoted marketon our equity method investments including CENG, UNE, and

prices where available or by discounting remaining cashthree coal-fired generating facilities located in California.
flows at current market rates.Additionally, during the quarter ended December 31, 2010, we
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14 Stock-Based Compensation

Under our long-term incentive plans, we grant stock options, The fair value of our stock-based awards was estimated as
performance and service-based restricted stock, performance- and of the date of grant using the Black-Scholes option pricing
service-based units, stock units, deferred cash and equity to model based on the following weighted- average assumptions:
officers, key employees, and members of the Board of Directors.
In May 2010, shareholders approved Constellation Energy’s 2010 2009 2008
Amended and Restated 2007 Long-Term Incentive Plan, Risk-free interest rate 1.87% 1.95% 2.57%
including an increase in the number of shares available for Expected life (in years) 4.0 4.0 4.0
issuance by 9,000,000. Any shares covered by an outstanding Expected market price volatility factor 32.5% 37.8% 25.8%
award under any of our long-term incentive plans that are Expected dividend yield 2.74% 4.83% 1.85%
forfeited or cancelled, expire or are settled in cash will become
available for issuance under the Amended and Restated 2007

We use the historical data related to stock option exercises
Long-Term Incentive Plan. At December 31, 2010, there were

in order to estimate the expected life of our stock options. We
12,818,160 shares available for issuance under the 2007

also use historical data (measured on a daily basis) for a period
Long-Term Incentive Plan. At December 31, 2010, we had stock

equal to the duration of the expected life of option awards,
options, restricted stock, performance units and equity grants

information on the volatility of an identified group of peer
outstanding as discussed below. We may issue new shares, reuse

companies, and implied volatilities for certain publicly traded
forfeited shares, or buy shares in the market in order to deliver

options in Constellation Energy common stock in order to
shares to employees for our equity grants. BGE officers and key

estimate the volatility factor. We believe that the use of this data
employees participate in our stock-based compensation plans.

to estimate these factors provides a reasonable basis for our
The expense recognized by BGE in 2010, 2009, and 2008 was

assumptions. The risk-free interest rate for the periods within
not material to BGE’s financial results.

the expected life of the option is based on the U.S Treasury
yield curve in effect and the expected dividend yield is based on

Non-Qualified Stock Options
our current estimate for dividend payout at the time of grant.

Options are granted with an exercise price equal to the market
value of the common stock at the date of grant, become vested
over a period up to three years (expense recognized in tranches),
and expire ten years from the date of grant.

Summarized information for our stock option grants is as follows:

2010 2009 2008

Weighted- Weighted- Weighted-
Average Average Average

Shares Exercise Price Shares Exercise Price Shares Exercise Price

(Shares in thousands)
Outstanding, beginning of year 8,146 $44.36 6,058 $59.99 6,145 $55.90

Granted with exercise prices at fair market value 1,468 35.07 3,511 20.14 1,434 93.79
Exercised (235) 23.53 (83) 31.07 (375) 47.02
Forfeited/expired (309) 43.41 (1,340) 52.41 (1,146) 84.59

Outstanding, end of year 9,070 $43.43 8,146 $44.36 6,058 $59.99

Exercisable, end of year 5,316 $52.65 4,114 $55.81 4,665 $52.13

Weighted-average fair value per share of options
granted with exercise prices at fair market value $ 7.60 $ 4.24 $18.75
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The following table summarizes additional information Summarized share information for our restricted stock
about stock options during 2010, 2009 and 2008: awards is as follows:

2010 2009 2008 2010 2009 2008

(In millions) (Shares in thousands)
Stock Option Expense Recognized $ 9.9 $14.2 $11.0 Outstanding, beginning of year 1,017 1,033 1,322
Stock Options Exercised: Granted 832 866 365

Cash Received for Exercise Price 5.5 2.6 20.2 Released to participants (713) (701) (536)
Intrinsic Value Realized by Canceled (56) (181) (118)

Employee 2.7 0.2 14.1 Outstanding, end of year 1,080 1,017 1,033
Realized Tax Benefit 1.1 0.1 5.7

Weighted-average fair value ofFair Value of Options that Vested 54.4 11.0 98.3
restricted stock granted (per
share) $34.83 $19.83 $94.62As of December 31, 2010, we had $3.8 million of

unrecognized compensation cost related to the unvested portion Total fair value of shares for
of outstanding stock option awards, of which $2.8 million is which restriction has lapsed (in
expected to be recognized during 2011. millions) $ 24.9 $ 16.5 $ 49.7

The following table summarizes additional information
about stock options outstanding at December 31, 2010 (stock

As of December 31, 2010, we had $8.6 million ofoptions in thousands):
unrecognized compensation cost related to the unvested portion
of outstanding restricted stock awards expected to be recognizedWeighted-Outstanding Exercisable Average within a 43-month period. At December 31, 2010, we have

Range of Aggregate Aggregate Remaining
recorded in ‘‘Common shareholders’ equity’’ approximatelyExercise Stock Intrinsic Stock Intrinsic Contractual

Prices Options Value Options Value Life $18.6 million and approximately $37.4 million at December 31,
(In millions) (In millions) (In years) 2009 for the unvested portion of service-based restricted stock

$ 0 – $ 20 2,896 $31.9 871 $9.6 8.2 granted from 2008 until 2010 to officers and other employees
$20 – $ 40 2,422 — 930 — 6.8 that is contingently redeemable in cash upon a change in
$40 – $ 60 2,245 — 2,245 — 4.7 control.
$60 – $ 80 762 — 762 — 6.2
$80 – $100 745 — 508 — 7.1

Performance-Based Units
9,070 $31.9 5,316 $9.6 We recognize compensation expense ratably for our performance-

based awards, which are classified as liability awards, for which
the fair value of the award is remeasured at each reportingRestricted Stock Awards
period. Each unit is equivalent to $1 in value and cliff vests atIn addition to stock options, we issue service-based common
the end of a three-year service and performance period. Thestock that vests over periods ranging from one to five years and
level of payout is based on the achievement of certainfully vested common stock units with sales restrictions ranging
performance goals at the end of the three-year period and willfrom approximately 10 months to 5 years. We account for these
be settled in cash. We recognized compensation expense ofawards as equity awards, whereby we recognize the value of the
$6.2 million in 2010, compensation expense of $1.5 million inmarket price of the underlying stock on the date of grant as
2009, and a reduction of expense of $3.2 million in 2008 forcompensation expense immediately for fully vested common
these awards. During the 12 months ended December 31, 2010,stock units with sales restrictions or over the service period
no performance-based unit awards vested. During the 12 monthseither ratably or in tranches (depending if the award has cliff or
ended December 31, 2009, no performance-based unit awardsgraded vesting) for service-based common stock.
vested. During the 12 months ended December 31, 2008, ourWe recorded compensation expense related to our restricted
2005 performance-based unit award vested and we paidstock awards of $9.5 million in 2010, $16.7 million in 2009,
$24.2 million in cash to settle the award. As of December 31,and $35.3 million in 2008. The tax benefits received associated
2010, we had $11.8 million of unrecognized compensation costwith our restricted awards were $10.0 million in 2010,
related to the unvested portion of outstanding performance-$6.7 million in 2009, and $20.1 million in 2008.
based unit awards expected to be recognized within a 26-month
period.

Equity-Based Grants
We recorded compensation expense of $0.8 million in 2010,
$0.9 million in 2009, and $0.9 million in 2008 related to
equity-based grants to members of the Board of Directors.
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15 Merger and Acquisitions

CPower these assets and the related results of operations in our
In October 2010, we acquired 100% ownership of CPower, an Generation business segment.
energy management and demand response provider, for
$77.8 million in cash, all of which was paid at closing. CPower Texas Combined Cycle Generation Facilities
designs and manages programs that allow its customers to reduce In May 2010, we acquired 100% ownership of the 550 MW
electricity demand at times of peak usage. We have included Colorado Bend Energy Center and the 550 MW Quail Run
CPower’s results of operations in our consolidated financial Energy Center natural gas combined cycle generation facilities in
statements as part of our NewEnergy business segment since the Texas for $372.9 million, all of which was paid in cash at
date of acquisition. closing. We include these facilities as part of our Generation

We recorded the major classes of assets acquired and business and have included their results of operations in our
liabilities assumed as follows: consolidated financial statements since the date of acquisition.

We recorded the major classes of assets acquired and
At October 11, 2010 liabilities assumed as follows:

(In millions)
At May 17, 2010Cash and cash equivalents $ 4.9

Other current assets 10.8 (In millions)
Goodwill (1) 51.5 Current assets $ 7.1
Acquired intangible assets (2) 13.4 Property, plant and equipment 368.6
Other assets 12.0 Total assets acquired 375.7
Total assets acquired 92.6 Current liabilities (2.8)
Total liabilities (14.8) Net assets acquired $372.9
Net assets acquired $ 77.8

The pro-forma impact of this acquisition would not have(1) $3.6 million is deductible for tax purposes.
been material to our results of operations for the years ended(2) The weighted average amortization for these intangibles is
December 31, 2010, 2009 and 2008.approximately 2 years.

Criterion Wind ProjectThe pro-forma impact of this acquisition would not have
In April 2010, we acquired 100% ownership of a 70 MWbeen material to our results of operations for the years ended
Criterion wind project to be constructed in Garrett County,December 31, 2010, 2009 and 2008.
Maryland. In December 2010, we placed this facility in
commercial operation. This wind energy project was developed,Boston Generating
constructed, and is owned by our Generation business.In January 2011, we completed the acquisition of Boston

The pro-forma impact of all of the 2010 acquisitions,Generating’s 2,950 MW fleet of generating plants for
collectively, would not have been material to our results ofapproximately $1.1 billion, subject to a working capital true-up
operations for the years ended December 31, 2010, 2009 andadjustment. The fleet acquired includes the following four
2008.natural gas power plants and one fuel oil plant located in the

Boston, Massachusetts area:
CLT Energy Services Group♦ Mystic 7—574 MW,
On July 1, 2009, we acquired 100% ownership of CLT Energy♦ Mystic 8 and 9—1,580 MW,
Services Group, doing business as CLT Efficient Technologies♦ Fore River—787 MW, and
Group (CLT) for $21.9 million, of which $20.8 million was♦ Mystic Jet, a fuel oil plant—9 MW.
paid in cash at closing. We include CLT as part of ourUpon signing an asset purchase agreement in August 2010,
NewEnergy business and have included its results of operationswe deposited $50.0 million into an escrow account and recorded
in our consolidated financial statements since the date ofthis amount as ‘‘Restricted cash—current’’ on our Consolidated
acquisition. CLT is an energy services company that providesBalance Sheets. This deposit plus interest was applied toward the
energy performance contracting and energy efficiencypurchase price at closing in January 2011.
engineering services.We will account for this acquisition as a business

combination, and, beginning in January 2011, we will include
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Our final purchase price allocation related to CLT is as The pro-forma impact of the CLT acquisition would not
follows: have been material to our results of operations for the years

ended December 31, 2009, 2008, and 2007.
At July 1, 2009

(In millions)
Current assets $ 5.7
Goodwill (1) 18.6
Other assets 2.3

Total assets acquired 26.6

Current liabilities (4.7)

Net assets acquired $21.9

(1) 100% deductible for tax purposes.
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16 Related Party Transactions

Constellation Energy UNE
CENG We sold our interest in UNE during 2010. We discuss this
On November 6, 2009, upon the sale of a membership interest transaction in more detail in Note 4.
in CENG, our nuclear generation and operation business, to
EDF, we deconsolidated CENG and began accounting for our CEP
50.01% membership interest in CENG as an equity method On March 31, 2008, our NewEnergy business sold its working
investment. On November 3, 2010, we closed on a interest in 83 oil and natural gas producing wells in Oklahoma
comprehensive agreement with EDF that restructures the to CEP, an equity method investment of Constellation Energy,
relationship between our two companies. for total proceeds of approximately $53 million. Our NewEnergy

In connection with the closing of the 2009 transaction with business recognized a $14.3 million gain, net of the minority
EDF, we entered into a power purchase agreement (PPA) with interest gain of $0.7 million on the sale and exclusive of our
CENG with an initial fair value of $0.8 billion under which we 28.5% ownership interest in CEP. This gain is recorded in
will purchase between 85-90% of the output of CENG’s nuclear ‘‘Gains on Sales of Assets’’ in our Consolidated Statements of
plants that is not sold to third parties under pre-existing PPAs Income (Loss).
over the five year term of the PPA. As part of the 2010
comprehensive agreement with EDF, the PPA was modified to BGE—Income Statement
be unit contingent for prospective trades beginning in November BGE is obligated to provide market-based standard offer service
2010 through the end of its term in 2014. In addition, to all of its electric customers for varying periods. Bidding to
beginning on January 1, 2015 and continuing to the end of the supply BGE’s market-based standard offer service to electric
life of the respective plants, we will purchase 50.01% of the customers will occur from time to time through a competitive
output of CENG’s nuclear plants, and EDF will purchase bidding process approved by the Maryland PSC.
49.99% of that output. Our NewEnergy business will supply a portion of BGE’s

In addition to the PPA, in 2009 we entered into a power market-based standard offer service obligation to electric
services agency agreement (PSA) and an administrative service customers through May 31, 2013.
agreement (ASA). The PSA is a five-year agreement under which The cost of BGE’s purchased energy from nonregulated
we will provide scheduling, asset management and billing subsidiaries of Constellation Energy to meet its standard offer
services to CENG and recognize average annual revenue of service obligation was as follows:
approximately $16 million. The ASA was initially a one year
agreement that was renewable annually. Under the ASA, we Year Ended December 31, 2010 2009 2008
provided administrative support services to CENG for a fee of

(In millions)approximately $66 million for 2010. The fees for administrative
Electricity purchased for resalesupport services are subject to change in future years based on

expenses $428.0 $623.5 $802.0the level of services provided. The fee for 2011 will be
approximately $48 million. The charges under this agreement
are intended to represent the actual cost of the services provided In addition, Constellation Energy charges BGE for the
to CENG by us. As part of the 2010 comprehensive agreement costs of certain corporate functions. These costs are comprised of
with EDF, the ASA was extended through 2017 to include a direct charges as well as costs that are allocated based on a total
consumption-based pricing structure in addition to the fixed- percentage of expected use by BGE. We believe this method of
price structure. allocation is reasonable and approximates the cost BGE would

The impact of transactions under these agreements is have incurred as an unaffiliated entity. Under the Maryland
summarized below: PSC’s October 30, 2009 order approving the transaction with

EDF, we are limited to allocating no more than 31% of these
Amount costs to BGE.Amount Recognized

Recognized in Earnings The following table presents all of the costs Constellation
in Earnings for the Accounts

Energy charged to BGE in each period, both directly-chargedfor the Period from Receivable/
Year November 6, (Accounts and allocated.

Ended 2009 through Income Payable) at
December 31, December 31, Statement December 31,

Agreement 2010 2009 Classification 2010 Year ended December 31, 2010 2009 2008
(In millions)

PPA $900.8 $122.5 Fuel and purchased $(47.6) (In millions)
energy expenses Charges to BGE $184.8 $164.7 $153.6

PSA (16.1) (2.7) Nonregulated —
revenues

ASA (66.0) (10.0) Operating expenses 5.5 Other nonregulated affiliates of BGE also charge BGE for
the costs of certain services provided.
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BGE—Balance Sheet BGE’s Consolidated Balance Sheets include intercompany
Through January 7, 2010, BGE participated in a cash pool amounts related to BGE’s purchases to meet its standard offer
under a Master Demand Note agreement with Constellation service obligation, BGE’s charges to Constellation Energy and its
Energy. Under this arrangement, participating subsidiaries may nonregulated affiliates for certain services it provides them,
invest in or borrow from the pool at market interest rates. Constellation Energy and its nonregulated affiliates’ charges to
Constellation Energy administers the pool and invests excess cash BGE, and the participation of BGE’s employees in the
in short-term investments or issues commercial paper to manage Constellation Energy defined benefit plans.
consolidated cash requirements. Under this arrangement, BGE
had invested $314.7 million at December 31, 2009.

As part of the ring-fencing measures required by the
Maryland PSC in its order approving the transaction with EDF,
BGE ceased participation in the cash pool on January 7, 2010.
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17 Quarterly Financial Data (Unaudited)

Our quarterly financial information has not been audited but, in management’s opinion, includes all adjustments necessary for a fair
statement. Our business is seasonal in nature with the peak sales periods generally occurring during the summer and winter months.
Accordingly, comparisons among quarters of a year may not represent overall trends and changes in operations.

2010 Quarterly Data—Constellation Energy 2010 Quarterly Data—BGE
Net

Income Earnings (Loss) Net
(Loss) Earnings (Loss) Per Share Income

Income Attributable Per Share of Attributable
(Loss) Net to from Common Income to
from Income Common Operations— Stock— from Net Common

Revenues Operations (Loss) Stock Diluted Diluted Revenues Operations Income Stock

(In millions, except per share amounts) (In millions)
Quarter Ended Quarter Ended

March 31 $ 3,586.6 $ 415.1 $ 191.3 $ 191.5 $ 0.95 $ 0.95 March 31 $1,069.3 $ 136.9 $ 64.4 $ 61.1
June 30 3,309.9 181.9 83.8 72.6 0.36 0.36 June 30 751.5 55.9 17.0 13.7
September 30 3,968.9 (2,246.7) (1,375.0) (1,406.5) (6.99) (6.99) September 30 856.1 75.6 31.8 28.5
December 31 3,474.6 406.7 168.1 159.8 0.79 0.79 December 31 784.8 85.8 34.4 31.1

Year Ended Year Ended
December 31 $14,340.0 $(1,243.0) $ (931.8) $ (982.6) $ (4.90) $ (4.90) December 31 $3,461.7 $ 354.2 $ 147.6 $ 134.4

The sum of the quarterly earnings per share amounts may not equal the total for the year due to the effects of rounding and dilution.

First quarter results include:
♦ a $8.8 million after-tax charge for the deferred income tax expense impact relating to federal subsidies for providing

post-employment prescription drug benefits,
♦ a $30.9 million after-tax loss for the early retirement of 2012 Notes,
♦ a $25.7 million after-tax charge for amortization of the basis difference in CENG,
♦ a $25.7 million after-tax charge for the impact of the PPA with CENG, and
♦ a $2.9 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Second quarter results include:
♦ a $37.0 million after-tax charge for amortization of the basis difference in CENG,
♦ a $29.1 million after-tax charge for the impact of the PPA with CENG, and
♦ a $2.9 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Third quarter results include:
♦ a $1,465.3 million after-tax charge for the impairment of certain of our equity method investments,
♦ a $31.5 million after-tax charge for amortization of the basis difference in CENG,
♦ a $28.9 million after-tax charge for the impact of the PPA with CENG,
♦ a $24.7 million after-tax gain on the sale of our interest in the Mammoth Lakes geothermal generating facility, and
♦ a $2.9 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Fourth quarter results include:
♦ a $21.8 million after-tax charge for an impairment and an adjustment to income tax expenses associated with certain of our

equity method investments,
♦ a $23.3 million after-tax charge for amortization of the basis difference in CENG,
♦ a $29.6 million after-tax charge for the impact of the PPA with CENG,
♦ a $35.4 million after-tax gain on the settlement of an international coal contract dispute,
♦ a $121.3 million after-tax gain on the comprehensive agreement with EDF, and
♦ a $4.9 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

We discuss these items in Note 2.
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2009 Quarterly Data—Constellation Energy 2009 Quarterly Data—BGE
Net Net

Income Earnings (Loss) Earnings (Loss) Income
Income Attributable Per Share Per Share Income Attributable
(Loss) Net to from of Common (Loss) to
from Income Common Operations— Stock— from Net Common

Revenues Operations (Loss) Stock Diluted Diluted Revenues Operations Income Stock

(In millions, except per share amounts) (In millions)
Quarter Ended Quarter Ended

March 31 $ 4,303.4 $ (212.1) $ (119.7) $ (123.5) $(0.62) $(0.62) March 31 $1,193.7 $ 168.7 $ 85.0 $ 81.7
June 30 3,864.1 230.6 28.3 8.1 0.04 0.04 June 30 767.4 54.3 16.0 12.7
September 30 4,027.7 534.3 167.4 137.6 0.69 0.69 September 30 866.5 78.7 32.3 28.6
December 31 3,403.6 7,428.2 4,427.4 4,421.2 21.96 21.96 December 31 751.4 (33.3) (42.6) (38.2)

Year Ended Year Ended
December 31 $15,598.8 $ 7,981.0 $ 4,503.4 $ 4,443.4 $22.19 $22.19 December 31 $3,579.0 $ 268.4 $ 90.7 $ 84.8

The sum of the quarterly earnings per share amounts may not equal the total for the year due to the effects of rounding and dilution.

First quarter results include:
♦ a $184.2 million after-tax loss on the sale of a majority of our international commodities operation, the reclassification of

losses on previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no
longer part of our core business,

♦ a $5.1 million after-tax charge for the impairment of our investment in CEP LLC,
♦ a $23.8 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $6.0 million after-tax charge for certain long-lived assets that ceased to be used in connection with the divestiture of a

majority of our international commodities operation and our Houston-based gas trading operation,
♦ merger termination and strategic alternatives costs totaling $42.3 million after-tax,
♦ workforce reduction costs totaling $4.2 million after-tax, and
♦ a $3.7 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Second quarter results include:
♦ a $123.8 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas

trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part of
our core business,

♦ a $59.0 million after-tax charge for the impairment of our shipping joint venture,
♦ a $6.1 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments,
♦ a $4.9 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of a

majority of our international commodities operation and our Houston-based gas trading operation as well as the write-off of
an uncollectible advance to an affiliate,

♦ a $1.5 million after-tax charge for the impairment of our investment in CEP LLC,
♦ merger termination and strategic alternatives costs totaling $4.0 million after-tax,
♦ workforce reduction costs totaling $1.1 million after-tax, and
♦ a $5.2 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Third quarter results include:
♦ a $62.9 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas

trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part of
our core business,

♦ a $19.7 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments
(primarily due to income tax adjustments),

♦ a $9.0 million after-tax charge for certain long-lived assets that ceased to be used in connection with the divestiture of a
majority of our international commodities operation and our Houston-based gas trading operation,

♦ merger termination and strategic alternatives costs totaling $4.9 million after-tax,
♦ workforce reduction costs totaling $1.6 million after-tax, and
♦ a $8.2 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction.

Fourth quarter results include:
♦ a $4,456.1 million after-tax gain on sale of a 49.99% membership interest in CENG to EDF,
♦ a $17.8 million after-tax charge for amortization of the basis difference in CENG,
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♦ a $1.0 million after-tax loss on the sale of a majority of our international commodities operation, our Houston-based gas
trading operation, certain other trading operations, and a uranium market participant, the reclassification of losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss, and earnings that are no longer part of
our core business,

♦ a $3.6 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of a
majority of our international commodities operation and our Houston-based gas trading operation,

♦ a $7.1 million after-tax charge for the impairment of BGE’s nonregulated subsidiary, District Chilled Water, net of
noncontrolling interest,

♦ a $2.8 million after-tax benefit for the impairment of certain of our nuclear decommissioning trust fund investments
(primarily due to income tax adjustments),

♦ a $10.0 million after-tax loss on redemption of our zero coupon senior notes,
♦ a $67.1 million after-tax charge for a BGE customer rate credit,
♦ merger termination and strategic alternatives costs benefit totaling $37.4 million after-tax due to a true-up for 2008 and

2009 expenses that became tax deductible upon the close of the transaction with EDF on November 6, 2009,
♦ workforce reduction costs totaling $2.4 million after-tax, and
♦ a $20.6 million after-tax credit facility amendment and termination fees in connection with the EDF transaction.

We discuss these items in Note 2.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure
None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
The principal executive officer and principal financial officer of Constellation Energy have each evaluated the
effectiveness of the disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended (the ‘‘Exchange Act’’)) as of December 31, 2010 (the ‘‘Evaluation
Date’’). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, Constellation Energy’s
disclosure controls and procedures are effective in providing reasonable assurance that information required to be
disclosed in the reports that Constellation Energy files and submits under the Exchange Act is recorded, processed,
summarized, and reported when required and is accumulated and communicated to management, as appropriate, to
allow timely decisions regarding required disclosure.

The principal executive officer and principal financial officer of BGE have each evaluated the effectiveness of
BGE’s disclosure controls and procedures as of the Evaluation Date. Based on such evaluation, such officers have
concluded that, as of the Evaluation Date, BGE’s disclosure controls and procedures are effective in providing
reasonable assurance that information required to be disclosed in the reports that BGE files and submits under the
Exchange Act is recorded, processed, summarized, and reported when required and is accumulated and communicated
to management, as appropriate, to allow timely decisions regarding required disclosure.

Internal Control Over Financial Reporting
Each of Constellation Energy and BGE maintains a system of internal control over financial reporting as defined in
Exchange Act Rule 13a-15(f ). The Management’s Reports on Internal Control Over Financial Reporting of each of
Constellation Energy and BGE are included in Item 8. Financial Statements and Supplementary Data included in this
report.

Changes in Internal Control
During the quarter ended December 31, 2010, there has been no change in either Constellation Energy’s or BGE’s
internal control over financial reporting (as such term is defined in Rules 13a-15(f ) and 15d-15(f ) under the Exchange
Act) that has materially affected, or is reasonably likely to materially affect, either Constellation Energy’s or BGE’s
internal control over financial reporting.

Item 9B. Other Information
None.

The information required by this item with respectPART III
to executive officers of Constellation Energy, pursuantBGE meets the conditions set forth in General
to instruction 3 of paragraph (b) of Item 401 ofInstruction I(1)(a) and (b) of Form 10-K for a reduced
Regulation S-K, is set forth following Item 4 of Part Idisclosure format. Accordingly, all items in this section
of this Form 10-K under Executive Officers of therelated to BGE are not presented.
Registrant.

Item 10. Directors, Executive Officers
Item 11. Executive Compensationand Corporate Governance
The information required by this item will be set forthThe information required by this item with respect to
under Executive and Director Compensation and Report ofdirectors and corporate governance will be set forth
Compensation Committee in the Proxy Statement andunder Proposal No. 1: Election of Directors in the Proxy
incorporated herein by reference.Statement and incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and
Related Shareholder Matters
The additional information required by this item will be set forth under Stock Ownership in the Proxy Statement and
incorporated herein by reference.

Equity Compensation Plan Information
The following table reflects our equity compensation plan information as of December 31, 2010:

(a) (b) (c)
Number of securities Number of securities remaining

to be issued upon Weighted-average available for future issuance
exercise of exercise price of under equity compensation

outstanding options, outstanding options, plans (excluding securities
Plan Category warrants, and rights warrants, and rights reflected in item (a))

(In thousands) (In thousands)
Equity compensation plans approved

by security holders 8,451 $43.44 12,818
Equity compensation plans not

approved by security holders 619 $43.20 —

Total 9,070 $43.43 12,818

The plans that do not require shareholder approval are the Constellation Energy Group, Inc. 2002 Senior Management
Long-Term Incentive Plan (Designated as Exhibit No. 10(j)) and the Constellation Energy Group, Inc. Management
Long-Term Incentive Plan (Designated as Exhibit No. 10(k)). A brief description of the material features of each of
these plans is set forth below.

2002 Senior Management Long-Term Incentive Plan
The 2002 Senior Management Long-Term Incentive Plan became effective May 24, 2002 and authorized the issuance
of up to 4,000,000 shares of Constellation Energy common stock in connection with the grant of equity awards. No
further awards will be made under this plan. Any shares covered by an outstanding award that is forfeited or cancelled,
expires or is settled in cash will become available for issuance under the shareholder-approved Amended and Restated
2007 Long-Term Incentive Plan. Shares delivered pursuant to awards under this plan may be authorized and unissued
shares or shares purchased on the open market in accordance with the applicable securities laws. Restricted stock,
restricted stock unit, and performance unit award payouts will be accelerated and stock options and stock appreciation
rights gains will be paid in cash in the event of a change in control, as defined in the plan. The plan is administered
by Constellation Energy’s Chief Executive Officer.

Management Long-Term Incentive Plan
The Management Long-Term Incentive Plan became effective February 1, 1998 and authorized the issuance of up to
3,000,000 shares of Constellation Energy common stock in connection with the grant of equity awards. No further
awards will be made under this plan. Any shares covered by an outstanding award that is forfeited or cancelled, expires
or is settled in cash will become available for issuance under the shareholder-approved Amended and Restated 2007
Long-Term Incentive Plan. Shares delivered pursuant to awards under the plan may be authorized and unissued shares
or shares purchased on the open market in accordance with applicable securities laws. Restricted stock, restricted stock
units, and performance unit award payouts will be accelerated and stock options and stock appreciation rights will
become fully exercisable in the event of a change in control, as defined by the plan. The plan is administered by
Constellation Energy’s Chief Executive Officer.

Item 13. Certain Relationships and Related Transactions, and Director Independence
The additional information required by this item will be set forth under Related Persons Transactions and Determination
of Independence in the Proxy Statement and incorporated herein by reference.

Item 14. Principal Accountant Fees and Services
The information required by this item will be set forth under Ratification of PricewaterhouseCoopers LLP as Independent
Registered Public Accounting Firm for 2011 in the Proxy Statement and incorporated herein by reference.
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PART IV
Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed as a part of this Report:

1. Financial Statements:
Reports of Independent Registered Public Accounting Firm dated March 1, 2011 of

PricewaterhouseCoopers LLP
Consolidated Statements of Income (Loss)—Constellation Energy Group for three years ended December 31,

2010
Consolidated Balance Sheets—Constellation Energy Group at December 31, 2010 and December 31, 2009
Consolidated Statements of Cash Flows—Constellation Energy Group for three years ended December 31,

2010
Consolidated Statements of Common Shareholders’ Equity and Comprehensive Income (Loss)—Constellation

Energy Group for three years ended December 31, 2010
Consolidated Statements of Income—Baltimore Gas and Electric Company for three years ended

December 31, 2010
Consolidated Balance Sheets—Baltimore Gas and Electric Company at December 31, 2010 and December 31,

2009
Consolidated Statements of Cash Flows—Baltimore Gas and Electric Company for three years ended

December 31, 2010
Notes to Consolidated Financial Statements

2. Financial Statement Schedules:
Schedule II—Valuation and Qualifying Accounts
Schedules other than Schedule II are omitted as not applicable or not required.

3. Exhibits Required by Item 601 of Regulation S-K.

Exhibit
Number

*2(a) — Agreement and Plan of Reorganization and Corporate Separation (Nuclear). (Designated as Exhibit
No. 2(a) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(b) — Agreement and Plan of Reorganization and Corporate Separation (Fossil). (Designated as Exhibit
No. 2(b) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(c) — Asset Purchase Agreement, dated as of August 7, 2010, by and among EBG Holdings LLC, Boston
Generating, LLC, Mystic I, LLC, Fore River Development, LLC, BG Boston Services, LLC, BG New
England Power Services, Inc., Constellation Holdings, Inc. and Constellation Energy Group, Inc.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated August 11, 2010, File
No. 1-12869.)

*2(d) — Master Agreement, dated as of October 26, 2010, by and between Electricite de France, S.A. and
Constellation Energy Group, Inc. (Designated as Exhibit No. 2.1 to the Current Report on Form 8-K
dated November 1, 2010, File No. 1-12869.)

*2(e) — Put Termination Agreement dated as of November 3, 2010, by and among EDF Inc. (formerly
known as EDF Development, Inc.), E.D.F. International S.A., Constellation Nuclear, LLC, and
Constellation Energy Nuclear Group, LLC. (Designated as Exhibit No. 2.1 to the Current Report on
Form 8-K dated November 8, 2010, File No. 1-12869.)

*3(a) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of December 17, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated December 17, 2008, File
No. 1-12869.)

*3(b) — Correction to Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of
November 25, 2008. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

*3(c) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of September 19, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated September 19, 2008, File
No. 1-12869.)
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Exhibit
Number

*3(d) — Articles of Amendment to the Charter of Constellation Energy Group, Inc. as of July 21, 2008.
(Designated as Exhibit No. 3(a) to the Quarterly Report on Form 10-Q dated June 30, 2008, File
Nos. 1-12869 and 1-1910.)

*3(e) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of April 10, 2007.
(Designated as Exhibit 3(a) to the Current Report on Form 8-K dated April 10, 2007, File
No. 1-12869.)

*3(f ) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of November 20, 2001.
(Designated as Exhibit No. 3(e) to the Annual Report on Form 10-K for the year ended
December 31, 2001, File Nos. 1-12869 and 1-1910.)

*3(g) — Certificate of Correction to the Charter of Constellation Energy Group, Inc. as of September 13,
1999. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year ended
December 31, 1999, File Nos. 1-12869 and 1-1910.)

*3(h) — Articles Supplementary to the Charter of Constellation Energy Group, Inc., as of July 19, 1999.
(Designated as Exhibit No. 99.1 to the Current Report on Form 8-K dated July 19, 1999, File
Nos. 1-12869 and 1-1910.)

*3(i) — Amended and Restated Charter of Constellation Energy Group, Inc. as of April 30, 1999.
(Designated as Appendix B to Post-Effective Amendment No. 1 to the Registration Statement on
Form S-4 filed March 3, 1999, File No. 33-64799.)

*3(j) — Bylaws of Constellation Energy Group, Inc., as amended to July 18, 2008. (Designated as Exhibit
No. 3 to the Current Report on Form 8-K dated July 18, 2008, File No. 1-12869.)

*3(k) — Articles of Amendment to the Charter of BGE as of February 2, 2010. (Designated as Exhibit
No. 3.1 to the Current Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*3(l) — Charter of BGE, restated as of August 16, 1996. (Designated as Exhibit No. 3 to the Quarterly
Report on Form 10-Q for the quarter ended September 30, 1996, File No. 1-1910.)

*3(m) — Bylaws of BGE, as amended to February 4, 2010. (Designated as Exhibit No. 3.2 to the Current
Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*4(a) — Indenture between Constellation Energy Group, Inc. and the Bank of New York, Trustee dated as of
March 24, 1999. (Designated as Exhibit No. 4(a) to the Registration Statement on Form S-3 dated
March 29, 1999, File No. 333-75217.)

*4(b) — First Supplemental Indenture between Constellation Energy Group, Inc. and the Bank of New York,
Trustee dated as of January 24, 2003. (Designated as Exhibit No. 4(b) to the Registration Statement
on Form S-3 dated January 24, 2003, File No. 333-102723.)

*4(c) — Indenture dated as of July 24, 2006 between Constellation Energy Group, Inc. and Deutsche Bank
Trust Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Registration Statement
on Form S-3 filed July 24, 2006, File No. 333-135991.)

*4(d) — First Supplemental Indenture between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee, dated as of June 27, 2008. (Designated as Exhibit 4(a) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

*4(e) — Indenture dated June 19, 2008 between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2008, File Nos. 1-12869 and 1-1910.)

*4(f ) — Indenture dated July 1, 1985, between BGE and The Bank of New York (Successor to
Mercantile-Safe Deposit and trust Company), Trustee. (Designated as Exhibit 4(a) to the Registration
Statement on Form S-3, File No. 2-98443); as supplemented by Supplemental Indentures dated as of
October 1, 1987 (Designated as Exhibit 4(a) to the Current Report on Form 8-K, dated
November 13, 1987, File No. 1-1910) and as of January 26, 1993 (Designated as Exhibit 4(b) to the
Current Report on Form 8-K, dated January 29, 1993, File No. 1-1910.)

*4(g) — Form of Subordinated Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(d) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)
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Exhibit
Number

*4(h) — Form of Supplemental Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(e) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(i) — Form of Preferred Securities Guarantee (Designated as Exhibit 4(f ) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(j) — Form of Junior Subordinated Debenture (Designated as Exhibit 4(e) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(k) — Form of Amended and Restated Declaration of Trust (including Form of Preferred Security)
(Designated as Exhibit 4(c) to the Registration Statement on Form S-3 dated August 5, 2003, File
No. 333-107681.)

*4(l) — Indenture dated as of July 24, 2006 between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit 4(b) to the Registration Statement on Form S-3 filed July 24, 2006,
File No. 333-135991.)

*4(m) — First Supplemental Indenture between BGE and Deutsche Bank Trust Company Americas, as trustee,
dated as of October 13, 2006. (Designated as Exhibit No. 4(a) to the Quarterly Report on
Form 10-Q for the quarter ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

*4(n) — Indenture and Security Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust
Company Americas, as trustee (including form of BGE Officer’s Certificate and form of Senior
Secured Bond) (Designated as Exhibit Nos. 4(u) and 4(u)(1) to Post-Effective Amendment No. 1 to
the Registration Statement on Form S-3 dated July 9, 2009, File Nos. 333-157637 and
333-157637-01.)

*4(o) — Supplemental Indenture No. 1, dated as of October 1, 2009, to the Indenture and Security
Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit No. 4(c) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2009, File Nos. 1-12869 and 1-1910.)

*4(p) — BGE Deed of Easement and Right-of-Way Grant dated as of July 9, 2009 (Designated as Exhibit
No. 4(u)(2) to Post-Effective Amendment No. 1 to the Registration Statement on Form S-3 dated
July 9, 2009, File Nos. 333-157637 and 333-157637-01.)

*4(q) — Indenture dated as of June 29, 2007, by and between RSB BondCo LLC and Deutsche Bank Trust
Company Americas, as Trustee and Securities Intermediary. (Designated as Exhibit 4.1 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*4(r) — Series Supplement to Indenture dated as of June 29, 2007 by and between RSB BondCo LLC and
Deutsche Bank Trust Company Americas, as Trustee and Securities Intermediary (Designated as
Exhibit No. 4(b) to the Quarterly Report on Form 10-Q for the quarter ended September 30, 2009,
File No. 1-1910.)

*4(s) — Replacement Capital Covenant dated June 27, 2008. (Designated as Exhibit No. 4(b) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

*4(t) — Officers’ Certificate, dated December 14, 2010, establishing the 5.15% Notes due December 1, 2020
of Constellation Energy Group, Inc., with the form of Notes attached thereto. (Designated as Exhibit
No. 4(b) to the Current Report on Form 8-K dated December 14, 2010, File No. 1-12869.)

+*10(a) — Executive Annual Incentive Plan of Constellation Energy Group, Inc., as amended and restated.
(Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008, File Nos. 1-12869 and 1-1910.)

+*10(b) — Constellation Energy Group, Inc. Nonqualified Deferred Compensation Plan, as amended and
restated. (Designated as Exhibit No. 10(b) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

*10(c) — Constellation Energy Group, Inc. Deferred Compensation Plan for Non-Employee Directors, as
amended and restated. (Designated as Exhibit No. 10(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)
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Exhibit
Number

+*10(d) — Constellation Energy Group, Inc. Benefits Restoration Plan, amended and restated effective June 1,
2010. (Designated as Exhibit No. 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
June 30, 2010, File Nos. 1-12869 and 1-1910.)

+*10(e) — Constellation Energy Group, Inc. Supplemental Pension Plan, as amended and restated. (Designated
as Exhibit No. 10(e) to the Annual Report on Form 10-K for the year ended December 31, 2008,
File Nos. 1-12869 and 1-1910.)

+*10(f ) — Constellation Energy Group, Inc. Senior Executive Supplemental Plan, as amended and restated.
(Designated as Exhibit No. 10(f ) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(g) — Constellation Energy Group, Inc. Executive Supplemental Benefits Plan, as amended and restated.
(Designated as Exhibit No. 10(a) to the Quarterly Report on Form 10-Q for the quarter ended
June 30, 2008, File Nos. 1-12869 and 1-1910.)

+*10(h) — Constellation Energy Group, Inc. 1995 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(i) — Constellation Energy Group, Inc. Executive Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(j) — Constellation Energy Group, Inc. 2002 Senior Management Long-Term Incentive Plan, as amended
and restated. (Designated as Exhibit 10(c) to the Quarterly Report on Form 10-Q for the quarter
ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(k) — Constellation Energy Group, Inc. Management Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(l) — Constellation Energy Group, Inc. Amended and Restated 2007 Long-Term Incentive Plan.
(Designated as Exhibit No. 10.1 to the Current Report on Form 8-K dated June 4, 2010, File
No. 1-12869.)

+*10(m) — Consent of Mayo A. Shattuck III to termination of change-in-control agreement. (Designated as
Exhibit No. 10.1 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(n) — Consent of Michael J. Wallace to termination of change-in-control agreement. (Designated as Exhibit
No. 10.2 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(o) — Consent of Henry B. Barron, Jr. to termination of change-in-control agreement. (Designated as
Exhibit No. 10.3 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

*10(p) — Rate Stabilization Property Servicing Agreement dated as of June 29, 2007 by and between RSB
BondCo LLC and Baltimore Gas and Electric Company, as servicer (Designated as Exhibit 10.2 to
the Current Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(q) — Administration Agreement dated as of June 29, 2007 by and between RSB BondCo LLC and
Baltimore Gas and Electric Company, as administrator (Designated as Exhibit 10.3 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(r) — Second Amended and Restated Operating Agreement, dated as of November 6, 2009, by and among
Constellation Energy Nuclear Group, LLC, Constellation Nuclear, LLC, CE Nuclear, LLC, EDF
Development Inc., and for certain limited purposes, E.D.F. International S.A. and Constellation
Energy Group, Inc. (Designated as Exhibit No. 10.1 to the Current Report on Form 8-K dated
November 12, 2009, File No. 1-12869.)

10(s) — Amendment No. 1 to the Second Amended and Restated Operating Agreement of Constellation
Energy Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC,
EDF Inc. (formerly known as EDF Development, Inc.), and E.D.F. International S.A.

10(t) — Amendment No. 2 to the Second Amended and Restated Operating Agreement of Constellation
Energy Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC,
EDF Inc. (formerly known as EDF Development, Inc.), and E.D.F. International S.A.
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*10(u) — Amendment No. 3 to the Second Amended and Restated Operating Agreement of Constellation
Energy Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC,
EDF Inc. (formerly known as EDF Development, Inc.), and E.D.F. International S.A. (Designated as
Exhibit No. 10.1 to the Current Report on Form 8-K dated November 3, 2010, File No. 1-12869.)

*10(v) — Credit Agreement, dated as of October 15, 2010, among Constellation Energy Group, Inc., Bank of
America, N.A., as a letter of credit issuing bank, swingline lender and administrative agent, Banc of
America Securities LLC, Citigroup Global Markets Inc., RBS Securities Inc., BNP Paribas Securities
Corp., and The Bank of Nova Scotia, as joint lead arranger and book runners, Citibank, N.A. and
The Royal Bank of Scotland plc, as co-syndication agents and The Bank of Nova Scotia and BNP
Paribas, as co-documentation agents and the other lenders named therein. (Designated as Exhibit 10.1
to the Current Report on Form 8-K dated October 21, 2010, File No. 1-12869.)

*10(w) — Termination Agreement dated as of November 3, 2010, by and among EDF Inc. (formerly known as
EDF Development, Inc.), E.D.F. International S.A., and Constellation Energy Group, Inc.
(Designated as Exhibit No. 10.2 to the Current Report on Form 8-K dated November 3, 2010, File
No. 1-12869.)

+10(x) — Form of Grant Agreement for Stock Units with Sales Restriction.

12(a) — Constellation Energy Group, Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges.

12(b) — Baltimore Gas and Electric Company and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges and Computation of Ratio of Earnings to Combined Fixed Charges and Preferred and
Preference Dividend Requirements.

21 — Subsidiaries of the Registrant.

23(a) — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.

23(b) — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm (for
Constellation Energy Nuclear Group, LLC).

31(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation
Energy Group, Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(d) — Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation
Energy Group, Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

32(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

32(d) — Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

99(a) — Audited Financial Statements of Constellation Energy Nuclear Group, LLC.

*99(b) — Operating Agreement, dated as of February 4, 2010, by and among RF HoldCo LLC, Constellation
Energy Group, Inc. and GSS Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.1 to the
Current Report on Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)
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*99(c) — Contribution Agreement, dated as of February 4, 2010, by and among Constellation Energy
Group, Inc., BGE and RF HoldCo LLC. (Designated as Exhibit No. 99.2 to the Current Report on
Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(d) — Purchase Agreement, dated as of February 4, 2010, by and between RF HoldCo LLC and GSS
Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99.3 to the Current Report on Form 8-K
dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

101.INS — XBRL Instance Document

101.SCH — XBRL Taxonomy Extension Schema Document

101.PRE — XBRL Taxonomy Presentation Linkbase Document

101.LAB — XBRL Taxonomy Label Linkbase Document

101.CAL — XBRL Taxonomy Calculation Linkbase Document

101.DEF — XBRL Taxonomy Definition Linkbase Document
+ Management contract or compensatory plan or arrangement.

* Incorporated by Reference.

In accordance with Rule 402 of Regulation S-T, the XBRL related information in Exhibit 101 to this Annual
Report on Form 10-K shall not be deemed to be ‘‘filed’’ for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.
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CONSTELLATION ENERGY GROUP, INC. AND SUBSIDIARIES
AND

BALTIMORE GAS AND ELECTRIC COMPANY AND SUBSIDIARIES
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

Column A Column B Column C Column D Column E

Additions

Balance at Charged Charged to Balance at
beginning to costs Other Accounts— (Deductions)— end of

Description of period and expenses Describe Describe period

(In millions)
Reserves deducted in the Balance Sheet

from the assets to which they apply:

Constellation Energy
Accumulated Provision for

Uncollectibles
2010 $ 160.6 $ 76.2 $ 27.6 (B) $ (91.5)(C) $172.9
2009 240.6 71.2 (5.0)(A) (146.2)(C) 160.6
2008 44.9 127.1 102.3 (B) (33.7)(C) 240.6

Valuation Allowance
Net unrealized (gain) loss on

available for sale securities
2010 (2.8) — (0.1)(D) — (2.9)
2009 2.1 (3.6) (1.3)(D) — (2.8)
2008 (17.3) 7.0 0.3 (D) 12.1 (E) 2.1
Net unrealized (gain) loss on

nuclear decommissioning trust
funds

2010 — — — — —
2009 (49.6) — (201.0)(D) 250.6 (F) —
2008 (256.7) — 207.1 (D) — (49.6)

BGE
Accumulated Provision for

Uncollectibles
2010 47.2 45.6 — (56.9)(C) 35.9
2009 34.2 41.8 — (28.8)(C) 47.2
2008 21.1 34.5 — (21.4)(C) 34.2

(A) Represents amounts recorded as an increase to nonregulated revenues resulting from a settlement with a
counterparty that was in default.

(B) Represents amounts recorded as a reduction to nonregulated revenues resulting from liquidated damages claims
upon termination of derivatives or other contracts which were determined to be uncollectible.

(C) Represents principally net amounts charged off as uncollectible.

(D) Represents amounts recorded in or reclassified from accumulated other comprehensive loss.

(E) Represents sale of a marketable security.

(F) Represents decrease due to the deconsolidation of CENG.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Constellation Energy
Group, Inc., the Registrant, has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly
authorized.

CONSTELLATION ENERGY GROUP, INC.
(REGISTRANT)

Date: March 1, 2011 By /s/ MAYO A. SHATTUCK III

Mayo A. Shattuck III
Chairman of the Board, President and

Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the
following persons on behalf of Constellation Energy Group, Inc., the Registrant, and in the capacities and on the dates
indicated.

Signature Title Date

Principal executive officer and director:

By /s/ M. A. Shattuck III Chairman of the Board, March 1, 2011
President, Chief ExecutiveM. A. Shattuck III

Officer, and Director

Principal financial officer:

By /s/ J. W. Thayer Senior Vice President and March 1, 2011
Chief Financial OfficerJ. W. Thayer

Principal accounting officer:

By /s/ B. P. Wright Vice President, Chief March 1, 2011
Accounting Officer, andB. P. Wright

Controller

Directors:

/s/ Y. C. de Balmann Director March 1, 2011

Y. C. de Balmann

/s/ A. C Berzin Director March 1, 2011

A. C. Berzin

/s/ J. T. Brady Director March 1, 2011

J. T. Brady

/s/ J. R. Curtiss Director March 1, 2011

J. R. Curtiss

/s/ F. A. Hrabowski, III Director March 1, 2011

F. A. Hrabowski, III
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Signature Title Date

/s/ N. Lampton Director March 1, 2011

N. Lampton

/s/ R. J. Lawless Director March 1, 2011

R. J. Lawless

/s/ J. L. Skolds Director March 1, 2011

J. L. Skolds

/s/ M. D. Sullivan Director March 1, 2011

M. D. Sullivan
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Baltimore Gas and
Electric Company, the Registrant, has duly caused this Report to be signed on its behalf by the undersigned, thereunto
duly authorized.

BALTIMORE GAS AND ELECTRIC COMPANY
(REGISTRANT)

March 1, 2011 By /s/ KENNETH W. DEFONTES, JR.

Kenneth W. DeFontes, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the
following persons on behalf of Baltimore Gas and Electric Company, the Registrant, and in the capacities and on the
dates indicated.

Signature Title Date

Principal executive officer and director:

By /s/ K. W. DeFontes, Jr. President, Chief Executive March 1, 2011
Officer, and DirectorK. W. DeFontes, Jr.

Principal financial and accounting officer:

By /s/ C.V. Khouzami Chief Financial Officer and March 1, 2011
TreasurerC. V. Khouzami

Directors:

/s/ M. D. Sullivan Chairman of the Board of March 1, 2011
DirectorsM. D. Sullivan

/s/ T. F. Brady Director March 1, 2011

T. F. Brady

/s/ J. Haskins, Jr. Director March 1, 2011

J. Haskins, Jr.

/s/ C. D. Hayden Director March 1, 2011

C. D. Hayden

/s/ M. A. Shattuck III Director March 1, 2011

M. A. Shattuck III

/s/ M. J. Wallace Director March 1, 2011

M. J. Wallace
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EXHIBIT INDEX
Exhibit
Number

*2(a) — Agreement and Plan of Reorganization and Corporate Separation (Nuclear). (Designated as Exhibit
No. 2(a) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(b) — Agreement and Plan of Reorganization and Corporate Separation (Fossil). (Designated as Exhibit
No. 2(b) to the Current Report on Form 8-K dated July 7, 2000, File Nos. 1-12869 and 1-1910.)

*2(c) — Asset Purchase Agreement, dated as of August 7, 2010, by and among EBG Holdings LLC, Boston
Generating, LLC, Mystic I, LLC, Fore River Development, LLC, BG Boston Services, LLC, BG New
England Power Services, Inc., Constellation Holdings, Inc. and Constellation Energy Group, Inc.
(Designated as Exhibit No. 2.1 to the Current Report on Form 8-K dated August 11, 2010, File
No. 1-12869.)

*2(d) — Master Agreement, dated as of October 26, 2010, by and between Electricite de France, S.A. and
Constellation Energy Group, Inc. (Designated as Exhibit No. 2.1 to the Current Report on Form 8-K
dated November 1, 2010, File No. 1-12869.)

*2(e) — Put Termination Agreement dated as of November 3, 2010, by and among EDF Inc. (formerly known
as EDF Development, Inc.), E.D.F. International S.A., Constellation Nuclear, LLC, and Constellation
Energy Nuclear Group, LLC. (Designated as Exhibit No. 2.1 to the Current Report on Form 8-K
dated November 8, 2010, File No. 1-12869.)

*3(a) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of December 17, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated December 17, 2008, File
No. 1-12869.)

*3(b) — Correction to Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of
November 25, 2008. (Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year
ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

*3(c) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of September 19, 2008.
(Designated as Exhibit No. 3.1 to the Current Report on Form 8-K dated September 19, 2008, File
No. 1-12869.)

*3(d) — Articles of Amendment to the Charter of Constellation Energy Group, Inc. as of July 21, 2008.
(Designated as Exhibit No. 3(a) to the Quarterly Report on Form 10-Q dated June 30, 2008, File
Nos. 1-12869 and 1-1910.)

*3(e) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of April 10, 2007.
(Designated as Exhibit 3(a) to the Current Report on Form 8-K dated April 10, 2007, File
No. 1-12869.)

*3(f ) — Articles Supplementary to the Charter of Constellation Energy Group, Inc. as of November 20, 2001.
(Designated as Exhibit No. 3(e) to the Annual Report on Form 10-K for the year ended December 31,
2001, File Nos. 1-12869 and 1-1910.)

*3(g) — Certificate of Correction to the Charter of Constellation Energy Group, Inc. as of September 13, 1999.
(Designated as Exhibit No. 3(c) to the Annual Report on Form 10-K for the year ended December 31,
1999, File Nos. 1-12869 and 1-1910.)

*3(h) — Articles Supplementary to the Charter of Constellation Energy Group, Inc., as of July 19, 1999.
(Designated as Exhibit No. 99.1 to the Current Report on Form 8-K dated July 19, 1999, File
Nos. 1-12869 and 1-1910.)

*3(i) — Amended and Restated Charter of Constellation Energy Group, Inc. as of April 30, 1999. (Designated
as Appendix B to Post-Effective Amendment No. 1 to the Registration Statement on Form S-4 filed
March 3, 1999, File No. 33-64799.)

*3(j) — Bylaws of Constellation Energy Group, Inc., as amended to July 18, 2008. (Designated as Exhibit
No. 3 to the Current Report on Form 8-K dated July 18, 2008, File No. 1-12869.)

*3(k) — Articles of Amendment to the Charter of BGE as of February 2, 2010. (Designated as Exhibit No. 3.1
to the Current Report on Form 8-K dated February 4, 2010, File No. 1-1910.)
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*3(l) — Charter of BGE, restated as of August 16, 1996. (Designated as Exhibit No. 3 to the Quarterly Report
on Form 10-Q for the quarter ended September 30, 1996, File No. 1-1910.)

*3(m) — Bylaws of BGE, as amended to February 4, 2010. (Designated as Exhibit No. 3.2 to the Current
Report on Form 8-K dated February 4, 2010, File No. 1-1910.)

*4(a) — Indenture between Constellation Energy Group, Inc. and the Bank of New York, Trustee dated as of
March 24, 1999. (Designated as Exhibit No. 4(a) to the Registration Statement on Form S-3 dated
March 29, 1999, File No. 333-75217.)

*4(b) — First Supplemental Indenture between Constellation Energy Group, Inc. and the Bank of New York,
Trustee dated as of January 24, 2003. (Designated as Exhibit No. 4(b) to the Registration Statement on
Form S-3 dated January 24, 2003, File No. 333-102723.)

*4(c) — Indenture dated as of July 24, 2006 between Constellation Energy Group, Inc. and Deutsche Bank
Trust Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Registration Statement on
Form S-3 filed July 24, 2006, File No. 333-135991.)

*4(d) — First Supplemental Indenture between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee, dated as of June 27, 2008. (Designated as Exhibit 4(a) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

*4(e) — Indenture dated June 19, 2008 between Constellation Energy Group, Inc. and Deutsche Bank Trust
Company Americas, as trustee. (Designated as Exhibit No. 4(a) to the Quarterly Report on Form 10-Q
for the quarter ended June 30, 2008, File Nos. 1-12869 and 1-1910.)

*4(f ) — Indenture dated July 1, 1985, between BGE and The Bank of New York (Successor to Mercantile-Safe
Deposit and trust Company), Trustee. (Designated as Exhibit 4(a) to the Registration Statement on
Form S-3, File No. 2-98443); as supplemented by Supplemental Indentures dated as of October 1,
1987 (Designated as Exhibit 4(a) to the Current Report on Form 8-K, dated November 13, 1987, File
No. 1-1910) and as of January 26, 1993 (Designated as Exhibit 4(b) to the Current Report on
Form 8-K, dated January 29, 1993, File No. 1-1910.)

*4(g) — Form of Subordinated Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(d) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(h) — Form of Supplemental Indenture between BGE and The Bank of New York, as Trustee in connection
with the issuance of the Junior Subordinated Debentures. (Designated as Exhibit 4(e) to the
Registration Statement on Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(i) — Form of Preferred Securities Guarantee (Designated as Exhibit 4(f ) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(j) — Form of Junior Subordinated Debenture (Designated as Exhibit 4(e) to the Registration Statement on
Form S-3 dated August 5, 2003, File No. 333-107681.)

*4(k) — Form of Amended and Restated Declaration of Trust (including Form of Preferred Security)
(Designated as Exhibit 4(c) to the Registration Statement on Form S-3 dated August 5, 2003, File
No. 333-107681.)

*4(l) — Indenture dated as of July 24, 2006 between BGE and Deutsche Bank Trust Company Americas, as
trustee. (Designated as Exhibit 4(b) to the Registration Statement on Form S-3 filed July 24, 2006, File
No. 333-135991.)

*4(m) — First Supplemental Indenture between BGE and Deutsche Bank Trust Company Americas, as trustee,
dated as of October 13, 2006. (Designated as Exhibit No. 4(a) to the Quarterly Report on Form 10-Q
for the quarter ended September 30, 2006, File Nos. 1-12869 and 1-1910.)

*4(n) — Indenture and Security Agreement dated as of July 9, 2009, between BGE and Deutsche Bank Trust
Company Americas, as trustee (including form of BGE Officer’s Certificate and form of Senior Secured
Bond) (Designated as Exhibit Nos. 4(u) and 4(u)(1) to Post-Effective Amendment No. 1 to the
Registration Statement on Form S-3 dated July 9, 2009, File Nos. 333-157637 and 333-157637-01.)
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*4(o) — Supplemental Indenture No. 1, dated as of October 1, 2009, to the Indenture and Security Agreement
dated as of July 9, 2009, between BGE and Deutsche Bank Trust Company Americas, as trustee.
(Designated as Exhibit No. 4(c) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2009, File Nos. 1-12869 and 1-1910.)

*4(p) — BGE Deed of Easement and Right-of-Way Grant dated as of July 9, 2009 (Designated as Exhibit
No. 4(u)(2) to Post-Effective Amendment No. 1 to the Registration Statement on Form S-3 dated
July 9, 2009, File Nos. 333-157637 and 333-157637-01.)

*4(q) — Indenture dated as of June 29, 2007, by and between RSB BondCo LLC and Deutsche Bank Trust
Company Americas, as Trustee and Securities Intermediary. (Designated as Exhibit 4.1 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*4(r) — Series Supplement to Indenture dated as of June 29, 2007 by and between RSB BondCo LLC and
Deutsche Bank Trust Company Americas, as Trustee and Securities Intermediary (Designated as Exhibit
No. 4(b) to the Quarterly Report on Form 10-Q for the quarter ended September 30, 2009, File
No. 1-1910.)

*4(s) — Replacement Capital Covenant dated June 27, 2008. (Designated as Exhibit No. 4(b) to the Current
Report on Form 8-K dated June 30, 2008, File No. 1-12869.)

*4(t) — Officers’ Certificate, dated December 14, 2010, establishing the 5.15% Notes due December 1, 2020
of Constellation Energy Group, Inc., with the form of Notes attached thereto. (Designated as Exhibit
No. 4(b) to the Current Report on Form 8-K dated December 14, 2010, File No. 1-12869.)

+*10(a) — Executive Annual Incentive Plan of Constellation Energy Group, Inc., as amended and restated.
(Designated as Exhibit No. 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008, File Nos. 1-12869 and 1-1910.)

+*10(b) — Constellation Energy Group, Inc. Nonqualified Deferred Compensation Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

*10(c) — Constellation Energy Group, Inc. Deferred Compensation Plan for Non-Employee Directors, as
amended and restated. (Designated as Exhibit No. 10(c) to the Annual Report on Form 10-K for the
year ended December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(d) — Constellation Energy Group, Inc. Benefits Restoration Plan, amended and restated effective June 1,
2010. (Designated as Exhibit 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
June 30, 2010, File Nos. 1-12869 and 1-1910.)

+*10(e) — Constellation Energy Group, Inc. Supplemental Pension Plan, as amended and restated. (Designated as
Exhibit No. 10(e) to the Annual Report on Form 10-K for the year ended December 31, 2008, File
Nos. 1-12869 and 1-1910.)

+*10(f ) — Constellation Energy Group, Inc. Senior Executive Supplemental Plan, as amended and restated.
(Designated as Exhibit No. 10(f ) to the Annual Report on Form 10-K for the year ended
December 31, 2008, File Nos. 1-12869 and 1-1910.)

+*10(g) — Constellation Energy Group, Inc. Executive Supplemental Benefits Plan, as amended and restated.
(Designated as Exhibit No. 10(a) to the Quarterly Report on Form 10-Q for the quarter ended
June 30, 2008, File Nos. 1-12869 and 1-1910.)

+*10(h) — Constellation Energy Group, Inc. 1995 Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit No. 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004, File Nos. 1-12869 and 1-1910.)

+*10(i) — Constellation Energy Group, Inc. Executive Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(b) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(j) — Constellation Energy Group, Inc. 2002 Senior Management Long-Term Incentive Plan, as amended
and restated. (Designated as Exhibit 10(c) to the Quarterly Report on Form 10-Q for the quarter
ended September 30, 2006, File Nos. 1-12869 and 1-1910.)
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+*10(k) — Constellation Energy Group, Inc. Management Long-Term Incentive Plan, as amended and restated.
(Designated as Exhibit 10(d) to the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, File Nos. 1-12869 and 1-1910.)

+*10(l) — Constellation Energy Group, Inc. Amended and Restated 2007 Long-Term Incentive Plan. (Designated
as Exhibit No. 10.1 to the Current Report on Form 8-K dated June 4, 2010, File No. 1-12869.)

+*10(m) — Consent of Mayo A. Shattuck III to termination of change-in-control agreement. (Designated as
Exhibit No. 10.1 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(n) — Consent of Michael J. Wallace to termination of change-in-control agreement. (Designated as Exhibit
No. 10.2 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

+*10(o) — Consent of Henry B. Barron, Jr. to termination of change-in-control agreement. (Designated as Exhibit
No. 10.3 to the Current Report on Form 8-K dated December 10, 2009, File No. 1-12869.)

*10(p) — Rate Stabilization Property Servicing Agreement dated as of June 29, 2007 by and between RSB
BondCo LLC and Baltimore Gas and Electric Company, as servicer (Designated as Exhibit 10.2 to the
Current Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(q) — Administration Agreement dated as of June 29, 2007 by and between RSB BondCo LLC and
Baltimore Gas and Electric Company, as administrator (Designated as Exhibit 10.3 to the Current
Report on Form 8-K dated July 5, 2007, File No. 1-1910.)

*10(r) — Second Amended and Restated Operating Agreement, dated as of November 6, 2009, by and among
Constellation Energy Nuclear Group, LLC, Constellation Nuclear, LLC, CE Nuclear, LLC, EDF
Development Inc., and for certain limited purposes, E.D.F. International S.A. and Constellation Energy
Group, Inc. (Designated as Exhibit No. 10.1 to the Current Report on Form 8-K dated November 12,
2009, File No. 1-12869.)

10(s) — Amendment No. 1 to the Second Amended and Restated Operating Agreement of Constellation Energy
Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC, EDF Inc.
(formerly known as EDF Development, Inc.), and E.D.F. International S.A.

10(t) — Amendment No. 2 to the Second Amended and Restated Operating Agreement of Constellation Energy
Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC, EDF Inc.
(formerly known as EDF Development, Inc.), and E.D.F. International S.A.

*10(u) — Amendment No. 3 to the Second Amended and Restated Operating Agreement of Constellation Energy
Nuclear Group, LLC, by and among Constellation Nuclear, LLC, CE Nuclear, LLC, EDF Inc.
(formerly known as EDF Development, Inc.), and E.D.F. International S.A. (Designated as Exhibit
No. 10.1 to the Current Report on Form 8-K dated November 3, 2010, File No. 1-12869.)

*10(v) — Credit Agreement, dated as of October 15, 2010, among Constellation Energy Group, Inc., Bank of
America, N.A., as a letter of credit issuing bank, swingline lender and administrative agent, Banc of
America Securities LLC, Citigroup Global Markets Inc., RBS Securities Inc., BNP Paribas Securities
Corp., and The Bank of Nova Scotia, as joint lead arranger and book runners, Citibank, N.A. and The
Royal Bank of Scotland plc, as co-syndication agents and The Bank of Nova Scotia and BNP Paribas,
as co-documentation agents and the other lenders named therein. (Designated as Exhibit 10.1 to the
Current Report on Form 8-K dated October 21, 2010, File No. 1-12869.)

*10(w) — Termination Agreement dated as of November 3, 2010, by and among EDF Inc. (formerly known as
EDF Development, Inc.), E.D.F. International S.A., and Constellation Energy Group, Inc. (Designated
as Exhibit No. 10.2 to the Current Report on Form 8-K dated November 3, 2010, File No. 1-12869.)

+10(x) — Form of Grant Agreement for Stock Units with Sales Restriction.

12(a) — Constellation Energy Group, Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed Charges.

12(b) — Baltimore Gas and Electric Company and Subsidiaries Computation of Ratio of Earnings to Fixed
Charges and Computation of Ratio of Earnings to Combined Fixed Charges and Preferred and
Preference Dividend Requirements.

21 — Subsidiaries of the Registrant.
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23(a) — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.

23(b) — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm (for
Constellation Energy Nuclear Group, LLC).

31(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

31(d) — Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

32(a) — Certification of Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

32(b) — Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc.
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32(c) — Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32(d) — Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

99(a) — Audited Financial Statements of Constellation Energy Nuclear Group, LLC.

*99(b) — Operating Agreement, dated as of February 4, 2010, by and among RF HoldCo LLC, Constellation
Energy Group, Inc. and GSS Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99-1 to the
Current Report on Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(c) — Contribution Agreement, dated as of February 4, 2010, by and among Constellation Energy
Group, Inc., BGE and RF HoldCo LLC. (Designated as Exhibit No. 99-2 to the Current Report on
Form 8-K dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

*99(d) — Purchase Agreement, dated as of February 4, 2010, by and between RF HoldCo LLC and GSS
Holdings (BGE Utility), Inc. (Designated as Exhibit No. 99-3 to the Current Report on Form 8-K
dated February 4, 2010, File Nos. 1-12869 and 1-1910.)

101.INS — XBRL Instance Document

101.SCH — XBRL Taxonomy Extension Schema Document

101.PRE — XBRL Taxonomy Presentation Linkbase Document

101.LAB — XBRL Taxonomy Label Linkbase Document

101.CAL — XBRL Taxonomy Calculation Linkbase Document

101.DEF — XBRL Taxonomy Definition Linkbase Document

+ Management contracts or compensatory plan or arrangement.

* Incorporated by Reference.

In accordance with Rule 402 of Regulation S-T, the XBRL related information in Exhibit 101 to this Annual
Report on Form 10-K shall not be deemed to be ‘‘filed’’ for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.
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Exhibit 12(a)

CONSTELLATION ENERGY GROUP, INC. AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

12 Months Ended

December December December December December
2010 2009 2008 2007 2006

(In millions)

(Loss) Income from Continuing Operations
(Before Extraordinary Loss and Cumulative
Effects of Changes in Accounting Principles) . $ (931.8) $4,503.4 $(1,318.4) $ 834.4 $ 762.5

Net (Income) Loss Attributable to
Noncontrolling Interests and BGE Preference
Stock Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . (50.8) (60.0) 4.0 (12.0) (13.9)

Taxes on (Loss) Income, Including Tax Effect
for BGE Preference Stock Dividends . . . . . . . . . (674.4) 2,978.1 (83.6) 419.2 343.1

Adjusted (Loss) Income . . . . . . . . . . . . . . . . . . . . . . $(1,657.0) $7,421.5 $(1,398.0) $1,241.6 $1,091.7

Fixed Charges:
Interest and Amortization of Debt Discount

and Expense and Premium on all
Indebtedness, Net of Amounts Capitalized . $ 280.7 $ 352.9 $ 350.5 $ 292.8 $ 315.9

Earnings Required for BGE Preference Stock
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.9 21.8 23.9 22.3 21.1

Capitalized Interest and Allowance for Funds
Used During Construction . . . . . . . . . . . . . . . 33.0 87.1 50.0 19.4 13.7

Interest Factor in Rentals . . . . . . . . . . . . . . . . . . . 48.4 71.7 96.5 96.7 4.5

Total Fixed Charges . . . . . . . . . . . . . . . . . . . . . . . $ 384.0 $ 533.5 $ 520.9 $ 431.2 $ 355.2

Amortization of Capitalized Interest . . . . . . . . . . . $ 4.6 $ 3.9 $ 3.3 $ 3.5 $ 4.3

(Loss) Earnings (1) . . . . . . . . . . . . . . . . . . . . . . . . . . $(1,301.4) $7,871.8 $ (923.8) $1,656.9 $1,437.5

Ratio of Earnings to Fixed Charges . . . . . . . . . . . . N/A 14.76 N/A 3.84 4.05

(1) (Loss) earnings are deemed to consist of income (loss) from continuing operations (before extraordinary
items, cumulative effects of changes in accounting principles, and income (loss) from discontinued
operations) that includes earnings of Constellation Energy’s consolidated subsidiaries, equity in the net
income of unconsolidated subsidiaries, income taxes (including deferred income taxes, investment tax
credit adjustments, and the tax effect of BGE’s preference stock dividends), and fixed charges (including
the amortization of capitalized interest but excluding the capitalization of interest).

N/ADue to the loss for the twelve months ended December 31, 2010, the ratio coverage was less than 1:1.
We would have needed to generate additional earnings of $1,685.4 million to achieve a ratio coverage
of 1:1.

Due to the loss for the twelve months ended December 31, 2008, the ratio coverage was less than 1:1.
We would have needed to generate additional earnings of $1,444.7 million to achieve a ratio coverage
of 1:1.



Exhibit 12(b)

BALTIMORE GAS AND ELECTRIC COMPANY AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND
COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED AND PREFERENCE DIVIDEND REQUIREMENTS

12 Months Ended

December December December December December
2010 2009 2008 2007 2006

(In millions)

Income from Continuing Operations (Before
Extraordinary Loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . $147.6 $ 90.7 $ 51.5 $139.8 $170.3

Taxes on Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97.1 63.8 20.7 96.0 102.2

Adjusted Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $244.7 $154.5 $ 72.2 $235.8 $272.5
Fixed Charges:

Interest and Amortization of Debt Discount and
Expense and Premium on all Indebtedness, Net
of Amounts Capitalized . . . . . . . . . . . . . . . . . . . . . $135.8 $143.6 $144.2 $127.9 $104.6

Interest Factor in Rentals . . . . . . . . . . . . . . . . . . . . . . 0.3 0.3 0.3 0.3 0.3

Total Fixed Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . $136.1 $143.9 $144.5 $128.2 $104.9

Preferred and Preference Dividend Requirements: (1)
Preferred and Preference Dividends . . . . . . . . . . . . . . $ 13.2 $ 13.2 $ 13.2 $ 13.2 $ 13.2
Income Tax Required . . . . . . . . . . . . . . . . . . . . . . . . . 8.7 8.6 5.3 9.1 8.0

Total Preferred and Preference Dividend
Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21.9 $ 21.8 $ 18.5 $ 22.3 $ 21.2

Total Fixed Charges and Preferred and Preference
Dividend Requirements . . . . . . . . . . . . . . . . . . . . . . . . $158.0 $165.7 $163.0 $150.5 $126.1

Earnings (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $380.8 $298.4 $216.7 $364.0 $377.4

Ratio of Earnings to Fixed Charges . . . . . . . . . . . . . . . . 2.80 2.07 1.50 2.84 3.60
Ratio of Earnings to Combined Fixed Charges and

Preferred and Preference Dividend Requirements . . 2.41 1.80 1.33 2.42 2.99

(1) Preferred and preference dividend requirements consist of an amount equal to the pre-tax earnings that
would be required to meet dividend requirements on preferred stock and preference stock.

(2) Earnings are deemed to consist of income from continuing operations (before extraordinary loss) that
includes earnings of BGE’s consolidated subsidiaries, income taxes (including deferred income taxes and
investment tax credit adjustments), and fixed charges other than capitalized interest.



Exhibit 21

SUBSIDIARIES OF CONSTELLATION ENERGY GROUP, INC.*

Jurisdiction
of

Incorporation

Baltimore Gas and Electric Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
RF Holdco LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation Holdings, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Investments, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Real Estate Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Enterprises, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Commodities Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation Energy Projects & Services Group, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Safe Harbor Water Power Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pennsylvania
BGE Home Products & Services, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Resources, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation NewEnergy, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Constellation Nuclear, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Energy Nuclear Group, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Calvert Cliffs Nuclear Power Plant, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power Source Generation, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
Constellation Power Source Holdings, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland
BGE Capital Trust II . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
Nine Mile Point Nuclear Station, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Delaware
R.E. Ginna Nuclear Power Plant, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Maryland

* The names of certain indirectly owned subsidiaries have been omitted because, considered in the aggregate as a
single subsidiary, they would not constitute a significant subsidiary pursuant to Rule 1-02(w) of
Regulation S-X.
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Exhibit 23(a)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Constellation Energy Group, Inc.
We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-157637
and 333-157693) and Form S-8 (Nos. 33-59545, 333-46980, 333-89046, 333-129802, 333-143260, and
333-167336) of Constellation Energy Group, Inc. of our report dated March 1, 2011 relating to the financial
statements, financial statement schedule, and the effectiveness of internal control over financial reporting, which
appears in this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

Baltimore, Maryland
March 1, 2011

Baltimore Gas and Electric Company
We hereby consent to the incorporation by reference in the Registration Statement on Form S-3

(No. 333-157637-01) of Baltimore Gas and Electric Company of our report dated March 1, 2011 relating to the
financial statements and financial statement schedule, which appears in this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

Baltimore, Maryland
March 1, 2011
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Exhibit 23(b)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Constellation Energy Group, Inc.
We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-157637
and 333-157693) and Form S-8 (Nos. 33-59545, 333-46980, 333-89046, 333-129802, 333-143260, and
333-167336) of Constellation Energy Group, Inc. of our report dated January 21, 2011 relating to the financial
statements of Constellation Energy Nuclear Group, LLC, which appears in this Form 10-K.

PRICEWATERHOUSECOOPERS LLP

Baltimore, Maryland
March 1, 2011



Exhibit 31(a)

CONSTELLATION ENERGY GROUP, INC.

CERTIFICATION

I, Mayo A. Shattuck III, certify that:

1. I have reviewed this report on Form 10-K of Constellation Energy Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 1, 2011

/s/ MAYO A. SHATTUCK III

Chairman of the Board, President and Chief Executive Officer



Exhibit 31(b)

CONSTELLATION ENERGY GROUP, INC.

CERTIFICATION

I, Jonathan W. Thayer, certify that:

1. I have reviewed this report on Form 10-K of Constellation Energy Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f )) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 1, 2011

/s/ JONATHAN W. THAYER

Senior Vice President and Chief Financial Officer



Exhibit 31(c)

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

I, Kenneth W. DeFontes, Jr., certify that:

1. I have reviewed this report on Form 10-K of Baltimore Gas and Electric Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f ) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 1, 2011

/s/ KENNETH W. DEFONTES, JR.

President and Chief Executive Officer



Exhibit 31(d)

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

I, Carim V. Khouzami, certify that:

1. I have reviewed this report on Form 10-K of Baltimore Gas and Electric Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f ) and 15d-15(f ) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s Board
of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 1, 2011

/s/ CARIM V. KHOUZAMI

Chief Financial Officer and Treasurer



Exhibit 32(a)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Mayo A. Shattuck III, Chairman of the Board, President and Chief Executive Officer of Constellation Energy
Group, Inc., certify pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002 that to my knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2010 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Constellation Energy Group, Inc.

/s/ MAYO A. SHATTUCK III

Mayo A. Shattuck III
Chairman of the Board, President and Chief Executive Officer

Date: March 1, 2011



Exhibit 32(b)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Jonathan W. Thayer, Senior Vice President and Chief Financial Officer of Constellation Energy Group, Inc., certify
pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2010 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Constellation Energy Group, Inc.

/s/ JONATHAN W. THAYER

Jonathan W. Thayer
Senior Vice President and Chief Financial Officer

Date: March 1, 2011



Exhibit 32(c)

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kenneth W. DeFontes, Jr., President and Chief Executive Officer of Baltimore Gas and Electric Company, certify
pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2010 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Baltimore Gas and Electric Company.

/s/ KENNETH W. DEFONTES, JR.

Kenneth W. DeFontes, Jr.
President and Chief Executive Officer

Date: March 1, 2011



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, Carim V. Khouzami, Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company, certify pursuant
to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge:

(i) The accompanying Annual Report on Form 10-K for the year ended December 31, 2010 fully complies
with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in such report fairly presents, in all material respects, the financial condition and
results of operations of Baltimore Gas and Electric Company.

/s/ CARIM V. KHOUZAMI

Carim V. Khouzami
Chief Financial Officer and Treasurer

Date: March 1, 2011
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To the Board of Directors and Members of whether the financial statements are free of material
Constellation Energy Nuclear Group, LLC: misstatement. An audit includes examining, on a test basis,
In our opinion, the accompanying consolidated balance sheets evidence supporting the amounts and disclosures in the
and the related consolidated statements of income, changes in financial statements, assessing the accounting principles used
members’ equity and comprehensive income and of cash flows and significant estimates made by management, and evaluating
present fairly, in all material respects, the financial position of the overall financial statement presentation. We believe that our
Constellation Energy Nuclear Group, LLC and its subsidiaries audits provide a reasonable basis for our opinion.
(‘‘the Company’’) at December 31, 2010 and 2009, and the The results of operations and cash flows of the Company
results of their operations and their cash flows for the year for 2009 are presented for the period November 6, 2009 to
ended December 31, 2010 and the period from November 6, December 31, 2009, subsequent to the transaction described in
2009 to December 31, 2009, in conformity with accounting Note 1. As discussed in Note 2 to the financial statements, the
principles generally accepted in the United States of America. Company has entered into significant transactions with related
These financial statements are the responsibility of the parties.
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits. We
conducted our audits of these statements in accordance with
the standards of the Public Company Accounting Oversight

January 21, 2011Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about
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Conste l lat ion  Energy  Nuclear  Group,  LLC

For the period
For the year ended November 6 through
December 31, 2010 December 31, 2009

(In Thousands of U.S. Dollars)

Revenues
Sales under power purchase agreements (PPA):

Constellation Energy Commodities Group, Inc. (CECG) $ 900,870 $122,478
EDF Trading North America, LLC 92,854 7,642
Unrelated parties 415,893 59,332

Non-PPA sales to unrelated parties 11,457 2,408
Capacity and ancillary service revenues from unrelated parties 154,230 25,698

Total revenues 1,575,304 217,558

Expenses
Amortization of nuclear fuel 160,096 24,068
Department of Energy waste disposal fees 30,106 4,945
Purchased energy 26,043 —
Independent system operator and related charges 6,514 752
Compensation-related expenses 387,952 47,310
Contractual services, professional services, and staff augmentation 139,348 14,573
Support services from Constellation Energy Group, Inc. 80,477 11,647
Power services agency charges from CECG 16,145 2,691
Depreciation 114,312 17,160
Accretion of asset retirement obligations 73,613 11,257
Property taxes 57,374 8,447
Materials, supplies, and equipment expense 29,517 3,563
Regulatory fees 38,397 4,730
Insurance 16,858 2,465
Other expenses 35,290 3,133
Less amounts reimbursed by Long Island Power Authority (37,587) (3,788)

Total expenses 1,174,455 152,953

Operating Income 400,849 64,605

Other Income
Net pre-tax earnings on nuclear decommissioning trust funds 48,304 5,216
Income taxes on nuclear decommissioning trust fund earnings (7,638) (1,333)
Other income 74 31

Total other income 40,740 3,914

Net Income $ 441,589 $ 68,519

The accompanying notes are an integral part of these consolidated financial statements.
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Conste l lat ion  Energy  Nuclear  Group,  LLC

December 31, December 31,
2010 2009

(In Thousands of U.S. Dollars)

Assets
Current Assets

Cash and cash equivalents $ 226,054 $ 222,443
Trade accounts receivable:

Constellation Energy Commodities Group, Inc. (CECG) 47,585 69,205
EDF Trading North America, LLC 8,026 7,261
Unrelated parties 42,077 43,885

Other receivables:
UniStar Nuclear Energy, LLC (UNE) 6,068 4,265
Subsidiaries of Constellation Energy Group, Inc. (CEG) 333 535
Unrelated parties 3,690 5,845

Spare parts, materials, and supplies 146,246 137,453
Current portion of unamortized Ginna power purchase agreement 2,152 1,445
Current portion of CECG power services agency agreement 2,545 —
Prepaid property taxes 14,037 13,997
Other prepaid expenses and current assets 8,620 6,640

Total current assets 507,433 512,974

Investments and Other Noncurrent Assets
Nuclear decommissioning trust funds 1,385,559 1,244,683
Nuclear fuel—net of accumulated amortization 565,171 511,857
Noncurrent receivable—UNE 1,261 —
Unamortized Ginna power purchase agreement 9,697 11,850
CECG power services agency agreement 27,136 3,726
Other noncurrent assets 4,640 302

Total investments and other noncurrent assets 1,993,464 1,772,418

Property, Plant, and Equipment
Plant in service 3,586,673 3,565,734
Accumulated depreciation (1,279,938) (1,188,174)

Net plant in service 2,306,735 2,377,560
Construction work in progress 282,800 254,197

Total property, plant, and equipment 2,589,535 2,631,757

Total Assets $ 5,090,432 $ 4,917,149

The accompanying notes are an integral part of these consolidated financial statements.
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Conste l lat ion  Energy  Nuclear  Group,  LLC

December 31, December 31,
2010 2009

(In Thousands of U.S. Dollars)

Liabilities and Members’ Equity
Current Liabilities

Accounts payable and non-compensation accrued liabilities:
Unrelated parties $ 169,746 $ 122,494
CEG and subsidiaries of CEG 8,233 13,976
Electricité de France, SA and subsidiaries 251 —

Accrued compensation 45,997 43,717
Current portion of pension, postretirement, and postemployment benefit obligations 5,834 5,466
Current portion of power purchase agreement with CECG 400,854 371,276

Total current liabilities 630,915 556,929

Noncurrent Liabilities
Asset retirement obligations 993,816 1,036,399
Power purchase agreement with CECG — 400,854
Pension, postretirement, and postemployment benefit obligations 308,508 266,671
Deferred income taxes on nuclear decommissioning trust funds 30,468 11,816
Other noncurrent liabilities 5,944 355

Total noncurrent liabilities 1,338,736 1,716,095

Leases, Commitments, Guarantees, and Contingencies (see Notes 9 and 10)

Members’ Equity
Members’ capital 2,991,864 2,987,752
Retained earnings (accumulated deficit) 79,197 (362,392)
Accumulated other comprehensive income 49,720 18,765

Total members’ equity 3,120,781 2,644,125

Total Liabilities and Members’ Equity $5,090,432 $4,917,149

The accompanying notes are an integral part of these consolidated financial statements.
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Conste l lat ion  Energy  Nuclear  Group,  LLC

For the period
For the year ended November 6 through
December 31, 2010 December 31, 2009

(In Thousands of U.S. Dollars)

Cash Flows From Operating Activities
Net Income $ 441,589 $ 68,519
Adjustments to reconcile to net cash provided by operating activities:

Amortization of nuclear fuel 160,096 24,068
Depreciation 114,312 17,160
Impairment of construction work in progress 3,242 —
Amortization of CECG and Ginna power purchase agreements (369,830) (882)
Accretion of asset retirement obligations 73,613 11,257
Net pre-tax earnings on nuclear decommissioning trust funds (48,304) (5,216)
Income taxes on nuclear decommissioning trust fund earnings 7,638 1,333
Defined benefit obligation expense 42,772 6,676
Defined benefit obligation payments (51,683) (1,202)
Long-term incentive plan compensation 5,082 778
Changes in:

Accounts receivable 23,217 (76,747)
Spare parts, materials, and supplies (8,793) (3,585)
Prepaid expenses and other current assets (2,020) 9,568
Noncurrent receivable—UNE and other noncurrent assets (4,136) —
Accounts payable and accrued liabilities 46,088 10,290
CECG power services agency agreement (25,955) (3,726)
Other noncurrent liabilities 4,126 —

Net cash provided by operating activities 411,054 58,291

Cash Flows From Investing Activities
Investments in property, plant, and equipment (203,540) (34,493)
Purchases of nuclear fuel (203,903) (12,760)
Investments in nuclear decommissioning trust fund securities (204,397) (30,697)
Proceeds from the sale of nuclear decommissioning trust fund securities 204,397 30,697

Net cash used in investing activities (407,443) (47,253)

Cash Flows From Financing Activities
Distributions to members — (13,515)

Net cash used in financing activities — (13,515)

Net Increase (Decrease) in Cash and Cash Equivalents 3,611 (2,477)
Cash and Cash Equivalents at Beginning of Period 222,443 224,920

Cash and Cash Equivalents at End of Period $ 226,054 $ 222,443

Other Cash Flow Information
Cash paid for income taxes on nuclear decommissioning trust funds $ 4,932 $ 1,426
Accrued investments in property, plant, and equipment 25,180 37,193
Accrued purchases of nuclear fuel 26,227 16,720

The accompanying notes are an integral part of these consolidated financial statements.
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Conste l lat ion  Energy  Nuclear  Group,  LLC

Retained Accumulated
Earnings Other Total

Members’ (Accumulated Comprehensive Members’
Capital Deficit) Income (Loss) Equity

(In Thousands of U.S. Dollars)
Balance, November 6, 2009 $ 2,986,974 $ (417,396) $ (25,133) $ 2,544,445
Comprehensive income:

Net income 68,519 68,519
Other comprehensive income (OCI):

Change in unrealized gains on nuclear
decommissioning trust funds, net of taxes of
$5,434 27,065 27,065

Reclassification of net losses on nuclear
decommissioning trust funds from OCI to net
income, net of taxes of $77 610 610

Gain on defined benefit plans 14,150 14,150
Amortization of net actuarial loss, net prior service

cost, and transition obligation included in net
periodic benefit cost 2,073 2,073

Total comprehensive income 68,519 43,898 112,417
Noncash contributions from members associated with

long-term incentive plan 778 778
Distributions (13,515) (13,515)

Balance, December 31, 2009 $2,987,752 $(362,392) $ 18,765 $2,644,125
Comprehensive income:

Net income 441,589 441,589
Other comprehensive income (OCI):

Change in unrealized gains on nuclear
decommissioning trust funds, net of taxes of
$18,866 91,358 91,358

Reclassification of net gains on nuclear
decommissioning trust funds from OCI to net
income, net of taxes of $2,473 (10,257) (10,257)

Loss on defined benefit plans (60,679) (60,679)
Amortization of net actuarial loss, net prior service

cost, and transition obligation included in net
periodic benefit cost 12,347 12,347

Total comprehensive income 441,589 32,769 474,358
Transfer of nonqualified supplemental pension liability

from Constellation Energy Group (970) (1,814) (2,784)
Noncash contributions from members associated with

long-term incentive plan 5,082 5,082

Balance, December 31, 2010 $2,991,864 $ 79,197 $ 49,720 $3,120,781

The accompanying notes are an integral part of these consolidated financial statements.
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Constellation Energy Nuclear Group, LLC
Notes to Consolidated Financial Statements
For the Year Ended December 31, 2010 and the Period November 6, 2009 to December 31, 2009

1 Organization and Business

Formation and Organization of the Company with one or both of its members to fund short-term capital
Constellation Energy Nuclear Group, LLC (‘‘CENG’’ or ‘‘the needs.
Company’’) is a Maryland limited liability company formed on The Company is governed by a board of ten directors, five
December 15, 1999 and reorganized on November 6, 2009. The of which are appointed by CNL and five by EDFI. In addition,
Company’s members and their respective member interests are as the consents of both CNL and EDFI are required before the
follows: 49.11% by Constellation Nuclear, LLC (‘‘CNL’’), Company may take certain significant actions, including
0.90% by CE Nuclear, LLC (‘‘CEN’’), and 49.99% by materially changing the scope of the Company’s businesses,
EDF Inc. (‘‘EDFI’’), all of which are Delaware limited liability issuing credit support outside the ordinary course of business,
companies. CNL and CEN are ultimately wholly owned incurring certain types of indebtedness, and entering into
subsidiaries of Constellation Energy Group, Inc. (‘‘CEG’’), agreements of significant size or duration. In general, the
which, through its interests in CNL and CEN, owns 50.01% of Company is jointly controlled by CEG and EDFI, except for
the Company. EDFI is a wholly owned subsidiary of E.D.F. matters related to nuclear safety, security and reliability, certain
International S.A. (‘‘EDF International’’), which is ultimately a regulatory and environmental compliance issues, and senior
wholly owned subsidiary of Electricité de France, SA (‘‘EDF’’). executive officer appointments, for which CEG has a casting or

EDFI acquired its member interest in the Company on controlling vote. No member is obligated individually for any
November 6, 2009 (the ‘‘EDF Closing’’). Prior to this date, the debt, obligation, or liability of the Company solely by reason of
Company was a wholly owned subsidiary of CEG. The being a member of the Company. Only obligations of the
Company carried forward its historical basis of assets and Company that are assumed by a member in a separate written
liabilities and is presenting the results of operations and cash agreement can become liabilities of a member. In the event the
flows of the Company for the periods subsequent to the Company were to be liquidated, the remaining equity of the
transaction. Company would be divided among the members according to

The operation of the Company is subject to various each member’s ownership interest.
agreements among the members. These agreements include
provisions which describe, among other matters, the formation Nature of the Business
and termination of the Company, the rights and responsibilities The Company owns and operates three nuclear power plants
of the members, the operating activities of the Company, the having a total capacity of 4,044 megawatts (‘‘MW’’) as set forth
governance of the Company, capital contributions by the below. The 18% of Nine Mile Point Unit 2 (‘‘NMP2’’) not
members, and profit distributions to the members. In addition, owned by the Company is owned by the Long Island Power
the agreements stipulate that certain distributions shall not be Authority (‘‘LIPA’’), an unrelated party, which reimburses the
made until 2012 or later when sufficient funds are available. As Company for its 18% share of the operating and construction
of December 31, 2010, there were no cumulative undistributed costs of that unit and is responsible for its 18% share of the
amounts. The agreements also provide that the members may decommissioning costs of that unit. The Company and LIPA are
contribute additional capital or make loan advances to the each responsible for providing their own financing for NMP2.
Company, if needed. The Company expects that during 2011 it
will execute a line of credit of up to approximately $125 million

% MW Most
Owned Owned Expiration Recent

Total By the By the Of NRC Refueling
Plant Location Region MW Company Company License Outage

Calvert Cliffs Unit 1 Calvert County, MD PJM 855 100% 855 2034 03/2010
Calvert Cliffs Unit 2 Calvert County, MD PJM 850 100% 850 2036 03/2009
Ginna Ontario, NY NYISO 581 100% 581 2029 10/2009
Nine Mile Point Unit 1 Scriba, NY NYISO 620 100% 620 2029 04/2009
Nine Mile Point Unit 2 Scriba, NY NYISO 1,138 82% 933 2046 05/2010

4,044 3,839

The Calvert Cliffs and Nine Mile Point units are on 24-month refueling outage schedules, and the Ginna plant is on an
18-month refueling outage schedule.
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2 Related-Party Transactions

In the normal course of business, the Company conducts of these employees. During the periods ended December 31,
transactions with certain related parties under the following 2010 and 2009, the Company incurred costs of $1.8 million
agreements. and $84,000, respectively, under this agreement. These costs are

recorded in ‘‘Contractual services, professional services, and staff
Power Purchase Agreements augmentation’’ expense.
As discussed in Note 7, a substantial portion of the power Through November 2, 2010, UniStar Nuclear Energy, LLC
generated by the Company’s plants is sold through Power (‘‘UNE’’) was a 50/50 joint venture between subsidiaries of CEG
Purchase Agreements (‘‘PPAs’’) to either Constellation Energy and EDF. Effective November 3, 2010, EDF increased its
Commodities Group (‘‘CECG’’), a wholly owned subsidiary of ownership in UNE to 100% by purchasing CEG’s interest. The
CEG, or to EDF Trading North America, LLC (‘‘EDFTNA’’), Company has assigned certain of its employees, and provides
which is ultimately a wholly owned subsidiary of EDF. technical, managerial, and administrative services, to UNE

through a cost-reimbursement project-billing agreement that
Support Services from CEG expires in November of 2011. During the periods ended
The Company purchases various administrative services, December 31, 2010 and 2009, reimbursable costs recorded as a
including the use of certain leased equipment and office space, reduction of ‘‘Compensation-related expenses’’ were
from CEG. The initial contracts for these services expired on approximately $26.4 million and $3.5 million, respectively.
December 31, 2010. During 2010, the Company entered into a The Company provides certain of its information
new contract which is effective January 1, 2011, which expires technology applications to a subsidiary of CEG and to UNE.
December 31, 2017, and which contains both a fixed-price During the year ended December 31, 2010, the Company
component subject to an annual escalation of 2% and a charged costs of approximately $2.6 million and $0.2 million to
consumption-based price component (the ‘‘Administrative the CEG subsidiary and UNE, respectively. During the period
Services Agreement’’). The consumption-based pricing ended December 31, 2009, the Company charged costs of
component is variable and covers primarily information approximately $0.5 million and $0.1 million to the CEG
technology services, computer and network equipment, and subsidiary and UNE, respectively. These amounts were recorded
office space. The fixed components of the Administrative as reductions of ‘‘Other expenses.’’
Services Agreement are shown as commitments in Note 9.

In addition, the Company purchases certain technical Nuclear Property and Accidental Outage Insurance
maintenance services and craft labor from subsidiaries of CEG. The Company’s plants are provided property and accidental

outage insurance through Nuclear Electric Insurance Limited
Power Services Agency Agreement (‘‘NEIL’’), a mutual insurance company. Prior to July 1, 2010,
The Company purchases certain scheduling, asset management, CENG was the member-insured of NEIL. Effective July 1,
and billing services from CECG under a power services agency 2010, CEG and EDFI became the members-insured through
agreement that expires December 31, 2014 (the ‘‘Power Services their ownership interest in CENG. As the members-insured,
Agency Agreement’’). The required payments and amounts CEG and EDFI have assigned the loss benefits under the
charged to expense for each year of the Power Services Agency insurance to the Company’s operating subsidiaries, with the
Agreement and the resulting prepaid costs at the respective year Company named as an additional insured party. In consideration
ends are as follows: for receiving the loss benefits, the Company pays the NEIL

premiums and the related premium taxes. The Company’s
Period-End expense for NEIL premiums is recorded as a component of

Total
‘‘Other expenses’’ and was approximately $9.4 million andPrepaid

Payments Expense Balance $1.4 million for the periods ended December 31, 2010 and
2009, respectively.(In Thousands)

November 6 through
Obligation to Transfer Land to UNEDecember 31, 2009 $ 6,417 $ 2,691 $ 3,726
In connection with EDF’s acquisition of CEG’s interest in UNE,2010 42,100 16,145 29,681
the Company is obligated to transfer to UNE, via fee simple2011 13,600 16,145 27,136
and/or easement interests, portions of its land at the Nine Mile2012 8,500 16,145 19,491
Point and Ginna sites in anticipation of UNE developing those2013 8,500 16,145 11,846
properties for new nuclear power plants. This obligation, which2014 4,300 16,146 —
is subject to the Company obtaining the requisite approvals, and

Total $83,417 $83,417 which must be completed by October 2012, is not expected to
materially affect the Company’s ability to operate its existing
units at these sites. No consideration is required to be paid toContractual Services Agreements
the Company for these properties or easements. This transferEDF has seconded certain of its employees to the Company, and
will be accounted for as a distribution to the members.the Company has an agreement to reimburse EDF for the costs
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Contingent Receipts ♦ $587.5 million in guarantees for the payment of
As discussed in Note 10, CEG is entitled to any funds received contingent retrospective premium adjustments for the
from the U.S. Department of Energy (‘‘DOE’’) that reimburse nuclear liability insurance discussed in Note 10;
costs expended prior to the EDF Closing for the storage of ♦ $290.0 million in combined support agreement
spent nuclear fuel at the Company’s nuclear sites. obligations to meet U.S. Nuclear Regulatory

Commission (‘‘NRC’’) requirements;
Parental Guarantees ♦ $7.3 million in guarantees associated with hazardous
CEG and EDF have issued or are otherwise responsible for the waste management facilities and underground storage
following guarantees, financial assurances, and letters of credit on tanks; and
behalf of the Company or its operating subsidiaries with respect ♦ $1.3 million in irrevocable standby letters of credit for
to various obligations of the Company or its operating workers compensation insurance deductibles.
subsidiaries in the combined aggregate amount of approximately
$886.1 million. CEG and EDF share in these obligations in
proportion to their respective member interests.
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3 Significant Accounting Policies

Significant accounting policies pertaining to matters discussed in which are therefore accounted for on the accrual basis and not
other notes are disclosed in those notes. The following are reported at fair value.
significant accounting policies not discussed elsewhere.

Fair Value
Basis of Presentation The Company determines the fair value of its assets and
These consolidated financial statements are presented in United liabilities using unadjusted quoted prices in active markets
States dollars in accordance with accounting principles generally (‘‘Level 1’’) or pricing inputs that are observable (‘‘Level 2’’)
accepted in the United States of America (‘‘GAAP’’), and they whenever that information is available. Unobservable inputs
include the accounts of the Company and all entities controlled (‘‘Level 3’’) are used to estimate fair value only when relevant
by the Company. All material intercompany balances and observable inputs are not available.
transactions have been eliminated. The Company classifies assets and liabilities within the fair

Management evaluated for inclusion in these financial value hierarchy based on the lowest level of input that is
statements events and transactions that occurred after significant to the fair value measurement of each individual asset
December 31, 2010 through January 21, 2011, the date these and liability taken as a whole. Fair value measurements classified
financial statements were issued. as Level 1 or Level 2 are determined by multiplying the pricing

input by the quantity. Fair value measurements classified as
Use of Estimates Level 3 are determined primarily using the income valuation
When preparing financial statements in accordance with GAAP, approach, which involves discounting estimated cash flows using
management makes estimates and assumptions that affect the assumptions that market participants would use in pricing the
reported amounts of assets and liabilities, the disclosure of asset or liability.
contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses Income Taxes
during the reporting period. Actual results could differ materially The Company’s qualified nuclear decommissioning trust funds
from those estimates. are subject to federal income taxes as separate taxable entities,

Significant estimates inherent in the preparation of these and a provision for those taxes is made in these financial
consolidated financial statements include those associated with statements. No additional provision for income taxes is made in
the depreciation of property, plant, and equipment; impairment these financial statements because the Company is considered a
evaluations of long-lived assets; the valuation of asset retirement partnership for income tax purposes and, accordingly, the
obligations; and the valuation of pension and post-retirement members are responsible for the income tax consequences of
obligations. their respective shares of the Company’s income, loss,

deductions, and credits.
Reclassifications
Certain prior-period amounts have been reclassified to conform Cash and Cash Equivalents
to the current-year presentation as set forth below. These Cash and cash equivalents consist of cash and highly liquid
reclassifications did not affect net income or cash flows for the investments (primarily money market funds and demand
periods presented. deposits) with original maturities of three months or less, other

♦ ‘‘Regulatory fees’’ was previously reported in ‘‘Other than such investments held in and reported as ‘‘Nuclear
expenses,’’ decommissioning trust funds.’’ The carrying amount of cash

♦ ‘‘Insurance’’ was previously reported in ‘‘Other equivalents reported in the Consolidated Balance Sheets
expenses,’’ approximates fair value because of the short maturity of those

♦ ‘‘Materials, supplies, and equipment expense’’ was instruments.
previously reported in ‘‘Other expenses,’’

Accounts Receivable♦ ‘‘Prepaid property taxes’’ was previously reported in
Accounts receivable are stated net of any allowance for‘‘Other prepaid expenses and current assets,’’ and
uncollectibles. At December 31, 2010 and 2009, the allowances♦ ‘‘Accrued compensation’’ was previously reported in
for uncollectibles were not material.‘‘Accounts payable and accrued liabilities.’’

Spare Parts, Materials, and SuppliesDerivatives
Spare parts, materials, and supplies (other than capital spares andAs discussed in Note 7, in the normal course of business, the
rotatable spares, which are included in property, plant, andCompany may purchase financial instruments to manage its
equipment) are charged to inventory when purchased and thenexposure to fluctuations in energy prices. As of December 31,
capitalized to plant or expensed, as appropriate, when installed2010 and 2009, the Company does not have any contracts that
or used. These items are stated at average cost and are reviewedmeet the definition of a derivative, other than certain PPAs and
periodically for obsolescence.a capacity agreement (see Notes 4 and 7) which qualify for the

normal purchases and normal sales exception under GAAP and
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Nuclear Fuel Long-Term Incentive Plan
Costs incurred for the purchase, conversion, and enrichment of The Company grants cash-based awards to key employees under
nuclear fuel, the fabrication of nuclear fuel rod assemblies, and certain long-term incentive plans. The amount of the award is
the procurement of canisters for the storage of spent nuclear fuel based primarily on the attainment of certain operational goals
are recorded in the Consolidated Balance Sheets as ‘‘Nuclear over a stated service period, typically three years. The estimated
fuel—net of accumulated amortization.’’ The contracts for the award amounts are accrued ratably over the service period as a
purchase of these items do not meet the definition of a component of ‘‘Compensation-related expenses.’’
derivative or a lease, and the Company accounts for them on
the accrual basis. The nuclear fuel and canister costs are
amortized based on the energy produced over the life of the fuel
in the reactor, and the amortization expense is reported in the
Consolidated Statements of Income as ‘‘Amortization of nuclear
fuel.’’ In addition, fees paid to the DOE for the disposal of
spent nuclear fuel are recorded to expense as incurred.
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4 Property, Plant, and Equipment

Original Cost Impairment Evaluations
Property, plant, and equipment (‘‘PP&E’’) is recorded at its The Company periodically evaluates whether events have
original cost, which includes the material, labor, and contractor occurred or conditions have changed that would indicate that a
costs directly associated with the acquisition or construction of further evaluation is warranted to determine whether its PP&E
the PP&E. In addition, as discussed in Note 6, the cost of may be impaired. This evaluation is performed at the lowest
PP&E includes the associated asset retirement costs. Executive level for which identifiable cash flows are largely independent of
and general management costs are charged to expense, not to the cash flows of other groups of assets and liabilities. The
PP&E. The costs of capital projects are accumulated in the PP&E asset groups evaluated for impairment are 1) Calvert
Consolidated Balance Sheets as ‘‘Construction work in progress’’ Cliffs, 2) Nine Mile Point, 3) Ginna, and 4) the entire
until the assets are placed in service and reflected as ‘‘Plant in Company including its headquarters and non-plant PP&E. The
service.’’ PP&E asset groups consist of the plant-specific PP&E, nuclear

The smallest item recorded as PP&E is a retirement unit. fuel, and PPA assets and liabilities. An impairment would be
When a retirement unit is replaced and in certain circumstances indicated if the undiscounted estimated future cash flows are less
when a retirement unit is refurbished, the cost of the than the carrying amount of the asset group, in which case the
replacement or refurbishment is capitalized. When only part of a carrying values of the assets and liabilities comprising the
retirement unit is replaced or when maintenance (including impaired PP&E asset group would be adjusted to their fair
planned major maintenance) is performed, the cost is charged to values, and a corresponding charge would be made in the
expense in the Consolidated Statements of Income. Consolidated Statement of Income. For the periods ended

Certain significant spare parts, defined as capital spares or December 31, 2010 and 2009, none of the Company’s PP&E
rotatable spares, are recorded in ‘‘Plant in service’’ rather than in asset groups were impaired.
‘‘Spare parts, materials, and supplies’’ and are depreciated and

Nine Mile Point Unit 2otherwise accounted for consistent with other ‘‘Plant in service.’’
The Consolidated Balance Sheets include the following balances

Depreciation Expense and Useful Life for the Company’s 82% interest in NMP2:
More than 95% of the carrying value of the Company’s PP&E

December 31, December 31,consists of plant buildings and equipment; these assets are
CENG’s 82% Portion of NMP2 2010 2009

depreciated using the group straight-line method. Depreciation
(In Thousands)groups consist of retirement units that are similar in nature and

Plant in service $ 431,826 $410,746that have generally similar useful lives. Assets are depreciated
Accumulated depreciation (102,987) (92,339)through the shorter of their useful lives or the license expiration

date of the plant with which they are associated. Depreciation Net plant in service 328,839 318,407
studies are performed periodically to update the useful lives of Construction work in progress 113,075 100,573
the various depreciation groups; the most recent study was

Total property, plant, andperformed during 2010. PP&E other than plant buildings and
equipment $ 441,914 $418,980equipment consists of computer software, office equipment and

furniture, and other plant equipment; these assets are generally The Company is making investments at NMP2 which are
depreciated on a straight-line basis over useful lives ranging from expected to increase the capacity of that unit by 105 MW from
3 years to 20 years. At December 31, 2010 and 2009, the 1,138 MW to 1,243 MW effective approximately June of 2012.
weighted average annual depreciation rates applied to the gross LIPA is participating in 18% of this capacity increase and
cost of ‘‘Plant in service’’ were 3.4% and 3.1%, respectively. related costs, consistent with its existing ownership interest. As a

result, the Company’s and LIPA’s ownership interests remain at
Retirements 82% and 18%, respectively.
For routine retirements of PP&E depreciated under the group In expectation of the capacity increase, during 2010 the
depreciation method, the cost of the asset being retired is Company purchased rights to deliver additional capacity to the
removed from both ‘‘Plant in service’’ and ‘‘Accumulated New York Independent System Operator. The fair value of the
depreciation’’ in the Consolidated Balance Sheets. No gain or Company’s 82% share of the delivery rights was approximately
loss is recorded for routine retirements because the depreciation $3.7 million, consisting of the payment of approximately
rates under the group method contemplate a statistical dispersion $2.2 million (net of LIPA’s share of $0.5 million) plus the
of routine retirement activity. For extraordinary retirements not execution of a below-market agreement valued at $1.5 million
contemplated in the periodic depreciation studies, and for the (net of LIPA’s share of $0.3 million) to sell a portion of the
retirement of other PP&E not depreciated under the group capacity increase over a 36-month period. The Company
method of depreciation, any disposition gain or loss is recorded recorded this $3.7 million fair value as a component of ‘‘Other
in the Consolidated Statements of Income. The cost of removing noncurrent assets,’’ and this amount will be amortized over the
assets from service is charged to expense as incurred. remaining life of NMP2 beginning at the completion of the

capacity increase. The amortization expense is not expected to be
material.
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The $1.5 million fair value of the capacity-sale agreement increase is obtained, the Company will be obligated to provide a
was recorded as a component of ‘‘Other noncurrent liabilities,’’ $3.0 million parental guarantee to secure its obligations under
and this amount will be amortized over the 36-month period of this agreement throughout its term.
the capacity agreement. As referenced in Note 9, if the capacity
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5 Nuclear Decommissioning Trust Funds

As discussed in Note 6, after the Company’s plants cease and the only distributions from the trust funds were for ongoing
operations, the Company is obligated to decommission the permissible expenses such as taxes, trustee fees, and investment
plants in accordance with NRC regulations and relevant state management fees.
requirements. In accordance with NRC regulations, the Every two years, the NRC requires U.S. nuclear power
Company maintains external trust funds to fund the costs generation companies to report the status of the funds and
expected to be incurred to decommission its plants. The nuclear provide reasonable assurance that funds will be available to
decommissioning trust funds and the investment earnings decommission their sites. The most recent filing was in 2009,
thereon are restricted to meeting the costs of decommissioning and the NRC accepted that filing as providing reasonable
the plants in accordance with NRC regulations and relevant state financial assurance. The Company’s next NRC submittal is
requirements. Investments by nuclear decommissioning trust required to be filed by March 31, 2011.
funds are guided by the ‘‘prudent man’’ investment principle, The trust fund investments are classified as available-for-sale
and the trusts are prohibited from investing directly in CEG, securities and are reported at fair value in the Consolidated
EDF, their affiliates, or any entity owning a nuclear power plant Balance Sheets as ‘‘Nuclear decommissioning trust funds.’’ A
in the United States. decline in the fair value of a trust fund investment below its

It is expected that decommissioning activities will be book value is recognized as an impairment. Impairments are
undertaken through the 2080 decade. If the actual return on charged to ‘‘Net pre-tax earnings on nuclear decommissioning
trust fund assets were to be lower than expected, or if the costs trust funds’’ in the Consolidated Income Statements and result
or timing of decommissioning activities were to change, the in a reduction in the basis of the investment. An increase in the
Company could have to provide additional funding, which could fair value of a trust fund investment above its cost or adjusted
have a material adverse effect on the Company’s liquidity and cost is recorded as a component of ‘‘Other comprehensive
financial results. No contributions were made to any of the trust income.’’ The following is a summary of the trust fund
funds during the periods ended December 31, 2010 and 2009, investments at December 31, 2010 and 2009:

Pre-Tax Unrealized
Gains Recorded in
Accumulated Other

Comprehensive
Adjusted Cost Income Fair Value

(In Thousands)

At December 31, 2010:
Marketable equity securities $ 226,608 $169,403 $ 396,011
Mutual funds / common collective trusts 3,904 2,270 6,174
U.S. treasuries 29,548 567 30,115

Total Level 1 input 260,060 172,240 432,300

Mutual funds / common collective trusts 468,382 186,801 655,183
Corporate debt securities 147,890 17,517 165,407
U.S. government agency securities 36,661 1,846 38,507
State municipal bonds 71,568 2,880 74,448
Cash equivalents 19,714 — 19,714

Total Level 2 input 744,215 209,044 953,259

Total at December 31, 2010 $1,004,275 $381,284 $1,385,559

At December 31, 2009:
Marketable equity securities $ 218,487 $126,452 $ 344,939
Mutual funds / common collective trusts 3,905 1,567 5,472
U.S. treasuries 21,925 720 22,645

Total Level 1 input 244,317 128,739 373,056

Mutual funds / common collective trusts 458,566 127,633 586,199
Corporate debt securities 148,509 21,686 170,195
U.S. government agency securities 41,072 2,177 43,249
State municipal bonds 50,852 3,556 54,408
Cash equivalents 17,576 — 17,576

Total Level 2 input 716,575 155,052 871,627

Total at December 31, 2009 $ 960,892 $283,791 $1,244,683
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The investments in corporate debt securities, U.S.
government agency securities, U.S. treasuries, and state municipal
bonds mature on the following schedule:

At
December 31,

2010

(In Thousands)

Less than 1 year $ 5,030
1-5 years 111,777
5-10 years 75,560
More than 10 years 116,110

Total maturities of debt securities $308,477

‘‘Net pre-tax earnings on nuclear decommissioning trust
funds’’ for the periods ended December 31, 2010 and 2009 were
as follows, with cost determined on a tax-lot basis:

December 31, December 31,
For the Period Ended 2010 2009

(In Thousands)

Gross realized gains $22,593 $ 2,482
Gross realized losses other than

impairment losses (2,750) (1,749)
Impairment losses (7,113) (1,420)

Net realized gains (losses) 12,730 (687)
Interest and dividend income 37,750 5,957
Trustee fees and investment

manager fees (2,176) (54)

Net pre-tax earnings on nuclear
decommissioning trust funds $48,304 $ 5,216
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6 Asset Retirement Obligations

The Company incurs legal obligations, known as asset retirement passage of time is recognized in the Consolidated Statements of
obligations (‘‘AROs’’), arising from the requirement to dismantle, Income as ‘‘Accretion of asset retirement obligations.’’ When the
decontaminate, and dispose of (‘‘decommission’’) its nuclear liability is finally settled, a gain or loss will be recorded for any
generating facilities in connection with their future retirement. difference between the recorded liability and the actual costs
These AROs are measured by estimating their present values incurred.
based upon management’s judgment of the probability, amount, The following is a rollforward of the ARO liability for the
and timing of decommissioning payments and the appropriate periods ended December 31, 2010 and 2009:
interest rates to discount these future cash flows to present value.

ARO Rollforward AmountThe ARO measurements are determined utilizing
(In Thousands)site-specific decommissioning cost estimates which are updated

Liability at November 6, 2009 $1,025,142periodically. As discussed below, the most recent
decommissioning cost study was completed in 2010. The Accretion expense 11,257
Company believes the estimates developed during the 2010 Liability at December 31, 2009 1,036,399
study continue to be reasonable as of December 31, 2010. Net decrease from revisions to estimated
However, given the magnitude of the amounts involved, the

cash flows (116,196)complicated and ever-changing technical and regulatory
Accretion expense 73,613requirements, and the long time horizons involved, the actual

obligation could vary from the assumptions used in Liability at December 31, 2010 $ 993,816
management’s estimates, and the impact of such variations could

During 2010, the Company recorded a decrease in the
be material.

ARO liability of $116.2 million as a result of an updated
When an ARO liability is recorded, a corresponding

decommissioning cost study. The decrease was attributable
increase to the related long-lived asset is also recorded. When

primarily to the deferral of costs associated with the lengthening
changes in the assumptions used to calculate the fair value of

of the expected dormancy period prior to the commencement of
existing AROs result in a material change to the existing

decommissioning activities, partially offset by additional costs
carrying value, the carrying values of both the ARO liability and

associated with the expected delay by the DOE in providing a
the related long-lived asset are adjusted.

permanent centralized repository for spent nuclear fuel, as
Since the fair value of the ARO is determined using a

discussed in Note 10.
present value approach, accretion of the liability due to the
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7 Revenue, Power Purchase Agreements, and Revenue Sharing Agreements

Revenue Recognition Policy November 2003 at prices other than market, and it became
The Company earns revenue primarily from the sale of power effective upon the closing of the acquisition of Ginna in June
generated by its plants, and to a lesser extent from the sale of 2004. Accordingly, the fair value of the Ginna PPA was recorded
capacity and ancillary services. Revenue is recognized on the in the Consolidated Balance Sheet at the time of execution and
accrual method when delivery occurs. is being amortized against revenue over the remaining term of

the contract.
Sales of Power The Company has fixed-price unit-contingent PPAs which
The majority of the Company’s energy is sold through PPAs expire in November 2011 with the former owners of Nine Mile
which are for the physical delivery of energy. Certain of the Point Unit 2 (‘‘NMP2’’) for a total of 90% of the Company’s
PPAs meet the definition of a derivative, but because they are 82% share of the available energy from NMP2. Because these
for the physical delivery of energy, they qualify for the normal PPAs were at market value when they became effective in
purchases and normal sales exception, which the Company has November 2001, the Company did not record a PPA asset or
elected. Accordingly, all of the PPAs are accounted for on an liability.
accrual basis. Energy not sold under PPAs is sold through On November 6, 2009, the Company entered into PPAs
independent system operators (‘‘ISOs’’) at day-ahead or real-time with CECG and EDFTNA for substantially all of the energy
market prices and is recognized as revenue when delivery occurs. available from its plants after it fulfills its obligations under the

In addition, where the Company is required to purchase Ginna PPA and NMP2 PPAs. A provision within the PPAs
power to fulfill a contractual commitment, the Company may allows the Company to fix the pricing for certain portions of
purchase financial instruments to manage its exposure to price available energy. Through this provision, the Company has fixed
fluctuation. These instruments are recorded at fair value, with the price of certain quantities of energy to be delivered through
changes in fair value recognized as a component of ‘‘Purchased 2013. In the event of an unplanned outage, the Company is
energy’’ expense. The net gain recognized on these instruments required to purchase energy to meet these delivery obligations.
during the year ended December 31, 2010 was approximately During 2010, such purchases amounted to $26.0 million.
$64,000. No such instruments were held by the Company Effective November 1, 2010, the PPAs with CECG and
during 2009 or at December 31, 2010. EDFTNA were amended. The amended PPAs contain a

provision which allows the Company to fix the price of the
remaining available energy on a unit-contingent basis throughCapacity and Ancillary Services
December 31, 2014, and the Company has used this provisionThe capacity market is administered by the ISOs to ensure that
to fix the price for portions of future quantities available for saleadequate capacity resources will be available within their region.
under these PPAs. In addition, the Company entered into newThe Company sells the majority of its capacity through ISO
unit-contingent PPAs with CECG and EDFTNA for allcapacity auctions at the market clearing price. Capacity revenue
available energy at the day-ahead market price beginningis recognized under the accrual method over the auction period.
January 1, 2015 and continuing through the permanentThe capacity arrangements include penalties that are due under
cessation of power generation at each operating unit.certain circumstances if the Company is unable to meet its

At inception, the CECG PPAs were structured at below-capacity obligations. Penalties are recognized as a reduction to
market prices for 2010 and 2011. The fair values of the PPAs,‘‘Capacity and ancillary services revenues’’ when it is probable
which were determined using Level 2 inputs, totaledthat a liability has been incurred and the amount can be
approximately $772.1 million at inception. The Companyreasonably estimated.
recorded this amount in the Consolidated Balance Sheet asAncillary services markets are administered by the ISOs to
‘‘Power purchase agreement with CECG’’ and is amortizing itsupport the reliability of the transmission system. Revenue for
into revenue over the two-year period beginning January 1, 2010ancillary services is recognized as the services are performed.
based on the terms of the contracts.

Power Purchase Agreements The table below presents the 2010 actual and future
The Company has a fixed-price unit-contingent PPA which estimated favorable (unfavorable) non-cash effect on revenues of
expires in June 2014 with the former owner of the Ginna plant the amortization of the CECG PPA liabilities and the Ginna
for approximately 90% of the available energy output and PPA asset:
capacity from that plant. The Ginna PPA was executed in

Year Ended December 31, 2010 2011 2012 2013 2014 Total

(In Thousands)

CECG PPA liability amortization $371,276 $400,854 $ — $ — $ — $772,130
Ginna PPA asset amortization (1,446) (2,152) (3,205) (3,881) (2,611) (13,295)

Net PPA amortization $369,830 $398,702 $(3,205) $(3,881) $(2,611) $758,835
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Revenue Sharing Agreements positive spread, if any, between the actual revenues per MWh
In connection with the purchase of Nine Mile Point Unit 2, the earned by NMP2 and the RSA floor price per MWh for the
Company entered into 10-year unit-contingent revenue sharing period. The floor price starts at $40.75/MWh in RSA contract
agreements (‘‘RSAs’’) with the former owners of that unit (the year 1 (December 2011–November 2012) and increases two
‘‘Former NMP2 Owners’’). The RSAs, which apply only to the percent annually over the 10-year term. The Company will record
82% of the unit owned by the Company, will become effective any amounts earned by the Former NMP2 Owners under the
upon the expiration of the NMP2 PPAs and will expire in RSAs as expense in the periods incurred.
November 2021. Under the RSAs, the Company is required to
pay to the Former NMP2 Owners 80% of the net cumulative
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8 Employee Benefit Plans

Benefit Plan Descriptions general, the benefits under these plans are calculated
The Company sponsors several qualified and based on age, years of service, and pension benefit levels
nonqualified defined-benefit pension, postretirement or final base pay. The Company does not fund these
benefit, and other postemployment benefit plans, as well plans. Almost all of the retirees make contributions to
as contributory employee savings plans. The majority of cover a portion of the medical plan costs, but retirees do
Nine Mile Point employees are covered by one set of not make contributions to cover the costs of the life
benefit plans, and the rest of the Company’s employees insurance plan. The Company’s contributions for retiree
(Calvert Cliffs, Ginna, and the headquarters staff ) are medical coverage for future retirees who were under the
covered by another set of benefit plans. Prior to the EDF age of 55 on January 1, 2002 are capped at the 2002
Closing, CENG employees other than Nine Mile Point level except for Nine Mile Point retirees. The Company’s
employees had participated in CEG’s benefit plans. medical contributions for Nine Mile Point retirees are
Effective November 6, 2009, the defined benefit capped at 2009 levels, and union employees hired after
obligations for those plans were transferred at historical the end of the last contract in 2006 are not eligible for
cost from CEG to the Company, except for those retiree medical benefits.
associated with the nonqualified supplemental pension
plan, which were transferred to the Company at Other Postemployment Benefits
historical cost upon the June 1, 2010 formation of the The Company provides postemployment health and life
Company’s plan for these benefits. The measurement insurance benefits to all eligible employees determined to
date for each of the plans is December 31, 2010. be disabled. In addition, the Company provides income-

replacement benefits for Nine Mile Point union-
Pension Benefits represented employees determined to be disabled. The
The Company maintains one qualified pension plan for Company recognized expense associated with its
its Nine Mile Point employees, another qualified pension postemployment benefits of $1.9 million and
plan (‘‘CENG Pension Plan’’) for the rest of the approximately $48,000 for the periods ended
Company’s employees, and a nonqualified supplemental December 31, 2010 and 2009, respectively.
pension plan in which only certain employees are eligible
to participate (collectively referred to as the ‘‘Pension Employee Savings Plan Benefits
Plans’’). In general, the benefits under the Pension Plans The Company sponsors defined-contribution employee
are calculated based on age, years of service, and pay. savings plans that are offered to all eligible employees.

On November 6, 2009, the assets of the CENG The plans are qualified 401(k) plans under the Internal
Pension Plan were segregated to a master trust Revenue Code. The Company makes matching
sub-account within CEG’s pension plan master trust contributions in cash to participant accounts under these
based on a preliminary allocation of plan assets under plans; these matching contributions totaled approximately
Section 4044 of ERISA. During 2010, following the final $6.4 million and $1.0 million for the periods ended
ERISA Section 4044 evaluation, the CENG Pension Plan December 31, 2010 and 2009.
assets were transferred to a separate CENG master trust.
The Nine Mile Point pension plan assets were also Pension, Postretirement, and Postemployment
transferred from the CEG master trust to the CENG Plan Liabilities
master trust. The CENG master trust is under the The following tables show the liabilities recorded for the
oversight of a newly-formed investment committee of the pension, postretirement, and postemployment plans at
Company (the ‘‘Investment Committee’’). each of the balance sheet dates.

The Company funds the qualified pension plans by
Pension Postretirement Postemploymentcontributing at least the minimum amount required Benefit Obligations Plans Plans Plans Total

under the Pension Protection Act and IRS regulations. (In Thousands)
At December 31, 2010:The amount of funding is calculated using the projected

Current portion $ 442 $ 4,116 $1,276 $ 5,834unit credit cost method. The Company contributed
Noncurrent

approximately $45.6 million to the qualified pension portion 199,282 101,436 7,790 308,508

plans during 2010 and expects to contribute Total $199,724 $105,552 $9,066 $314,342

approximately $64 million during 2011.
At December 31, 2009:

Current portion $ — $ 4,305 $1,161 $ 5,466
NoncurrentPostretirement Benefits

portion 172,549 87,173 6,949 266,671
The Company sponsors defined-benefit postretirement

Total $172,549 $ 91,478 $8,110 $272,137
health care and life insurance plans (the ‘‘Postretirement
Plans’’) that cover the majority of its employees. In
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Changes in Benefit Obligations and Assets of the The following is a summary of the pension and
Pension and Postretirement Plans postretirement amounts that the Company has recorded in
The following tables show the balances and changes in the ‘‘Accumulated other comprehensive income’’ (‘‘AOCI’’) and the
benefit obligations and plan assets of the pension and expected amortization of those amounts over the next year:
postretirement benefit plans.

AOCI Benefits
Postretirement Postretirement Expected Amortization

Pension Plans Plans Pension Plans Plans
Pension Postretirement

For the Periods Ended December 31, 2010 2009 2010 2009 December 31, Plans Plans
(In Thousands) 2010 2009 2010 2009 2011 2011

Change in benefit obligations:
(In Thousands)

Benefit obligation at beginning of period $411,197 $410,465 $ 91,478 $98,596
Actuarial loss $241,797 $199,390 $26,557 $18,042 $16,866 $ 1,710

Service cost 18,889 2,751 4,733 795
Prior service cost 3,078 4,005 (4,975) (5,227) 826 (1,022)

Interest cost 24,152 3,507 5,676 847
Transition

Contributions by participants — — 1,853 206
obligation — — 77 178 — 39

Medicare Part D reimbursements — — 56 30
Actuarial loss / (gain) 62,521 (3,662) 9,535 (7,788) Total $244,875 $203,395 $21,659 $12,993 $17,692 $ 727
Plan amendments — — (754) —
Transfer of supplemental nonqualified

pension from CEG 2,784 — — — Expected Cash Benefit Payments
Benefits paid, including both annuity

The pension and postretirement benefits the Company expectspayments and lump-sum distributions (19,767) (1,864) (7,025) (1,208)

to pay in each of the next five years and in the aggregate for theBenefit obligation at end of period 499,776 411,197 105,552 91,478
subsequent five years are shown below. These estimated benefitsChange in plan assets:

Fair value of plan assets at beginning of are based on the same assumptions used to measure the benefit
period 238,648 234,367 — — obligations at December 31, 2010, but include benefits

Actual return on plan assets 35,285 6,145 — —
attributable to estimated future employee service.Employer contribution 45,886 — 5,116 972

Plan participants’ contributions — — 1,853 206
Medicare Part D reimbursements — — 56 30 Pension Postretirement
Benefits paid, including both annuity Year(s) Benefits Benefits

payments and lump-sum distributions (19,767) (1,864) (7,025) (1,208)
(In Thousands)

Fair value of plan assets at end of period 300,052 238,648 — —
2011 $ 43,917 $ 4,233

Liability at end of period $199,724 $172,549 $105,552 $91,478
2012 35,110 4,596

The benefit obligation above is the projected benefit 2013 41,074 5,225
obligation (‘‘PBO’’) for the Pension Plans and the accumulated 2014 47,260 6,009
benefit obligation (‘‘ABO’’) for the Postretirement Plans. The 2015 49,648 6,508
Company is required to reflect the funded status of its Pension 2016-2020 250,807 39,782
Plans above in terms of the PBO, which is higher than the
ABO, because the PBO includes the impact of expected future Assumptions for Pension and Postretirement Benefit
compensation increases on the pension obligation. The Pension Obligations and Periodic Cost
Plans had ABO balances that exceeded the fair value of plan The assumptions used in calculating pension and postretirement
assets as of December 31, 2010 and 2009. The aggregate ABO obligations and periodic costs differ between the plans for Nine
balances for the Company’s Pension Plans were $443.9 million Mile Point employees and the plans for the rest of the
and $365.0 million as of those respective dates. Company’s employees. The weighted-average assumptions used

in calculating pension and postretirement obligations were as
Net Periodic Benefit Cost and Amounts Recognized in follows:
Other Comprehensive Income
The following table shows the components of net periodic Postretirement

Pension Plans Plansbenefits cost for the pension and postretirement plans:
At December 31, 2010 2009 2010 2009

Postretirement
Pension Plans Plans Discount rate 5.25% 6.00% 5.75% 6.50%

Components of Net Periodic Benefit Cost Rate of compensationFor the Periods Ended December 31, 2010 2009 2010 2009
increase 3.75% 3.75% 3.75% 3.75%(In Thousands)

Service cost $ 18,889 $ 2,751 $ 4,733 $ 795
Interest cost 24,152 3,507 5,676 847
Expected return on plan assets (24,882) (3,445) — —
Amortization of unrecognized prior service cost 841 171 (965) (148)
Recognized net actuarial loss 11,391 1,781 1,021 259
Transition obligation — — 59 9
Amount capitalized as construction cost (1,127) (176) (457) (54)

Net periodic benefit cost $ 29,264 $ 4,589 $10,067 $1,708
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The weighted-average assumptions used in calculating Currently, the Investment Policy allocates 70% of plan
pension and postretirement net periodic cost were as follows: assets to return-seeking assets to help reduce existing deficits in

the funded status of the plans. As the funded status of the plans
Postretirement improves, the Investment Policy calls for reducing the exposure

Pension Plans Plans
to return-seeking assets and increasing the liability-hedging assets

Periods Ended December 31, 2010 2009 2010 2009 to reduce total risk.
Discount rate 6.00% 5.75% 6.50% 5.75%
Expected return on plan Return-Seeking Assets

The purpose of return-seeking assets is to provide investmentassets 8.50% 8.50% N/A N/A
returns in excess of the growth of pension liabilities. ThisRate of compensation
category includes a diversified portfolio of public equities, privateincrease 3.75% 3.75% 3.75% 3.75%
equity, real estate, hedge funds, high-yield bonds, and other

Effective in 2011, the Company reduced its expected instruments. These assets are likely to have lower correlations
long-term rate of return on plan assets assumption to 8.25%. with the pension liabilities and lead to higher funded-status risk

The discount rate is based on an analysis of high-quality over shorter periods of time.
corporate bonds whose maturities match the Company’s expected
benefit payments. The expected long-term rate of return on plan Liability-Hedging Assets
assets reflects the Company’s long-term investment strategy in The purpose of liability-hedging assets, such as long-duration
terms of asset mix targets and expected returns for each asset bonds and interest-rate derivatives, is to hedge against interest
class. rate changes. Exposure to liability-hedging assets is intended to

The health care inflation rate assumptions used in reduce the volatility of plan funded status, contributions, and
calculating postretirement plan obligations at December 31, pension expense.
2010 were 8.50% and 7.50% for 2011 and 2012, respectively,
with an ultimate trend rate of 5.00% to be reached in 2017. A Risk Management
one-percentage-point change in the assumed health care inflation Risk is evaluated on an ongoing basis, and plan asset risk is
rate would have the following effects: managed using several approaches. First, the assets are invested

in two diverse portfolios, each of which contains investmentsOne-Percentage-Point Increase/Decrease in
across a spectrum of asset classes. Second, a long-termHealth Care Inflation Rate Increase (Decrease)
investment horizon (greater than ten years) is considered, which(In Thousands)
enables the Company to tolerate the risk of investment losses inEffect on postretirement obligation as
the short-term with the expectation of higher returns in the longof December 31, 2010 $5,166 $(4,037)
term. Third, a thorough due diligence program is employedEffect on annual combined service
prior to selecting an investment, and a rigorous ongoingand interest cost for 2010 416 (312)
monitoring program is utilized once assets are invested.

Qualified Pension Plan Assets
Asset AllocationInvestment Strategy
Plan assets are diversified across various asset classes andThe Company invests its qualified pension plan assets using the
securities based on the Investment Policy. This policy allocationfollowing investment objectives:
is long-term oriented and consistent with the risk tolerance and♦ ensure availability of funds for payment of plan benefits
funded status. At December 31, 2010, the target allocations wereas they become due,
70% return seeking assets (consisting of 48% global equity♦ provide for a reasonable amount of long-term growth of
securities, 15% alternative investments, and 7% high-yield bondscapital without excessive volatility,
and other instruments) and 30% liability-hedging assets♦ produce investment results that meet or exceed the
(consisting of fixed income securities other than high-yieldassumed long-term rate of return,
bonds). The portfolio is periodically rebalanced when the actual♦ improve the funded status of the plan over time, and
allocations fall outside of the ranges prescribed in the Investment♦ reduce future contribution and expense volatility as
Policy.funded status improves.

The target asset allocation also allows for investments inTo achieve these objectives, the Company, through the
financial instruments, including asset-backed securities andInvestment Committee, has adopted an Investment Policy that
collateralized mortgage obligations, which are exposed to risksdivides its pension investment program into two primary
such as interest-rate and market volatility. These instruments areportfolios:
sensitive to changes in economic conditions. Such changes could♦ return-seeking assets—those assets intended to generate
materially affect the value of plan assets.returns in excess of pension liability growth, and

♦ liability-hedging assets—those assets intended to have
Fair Valuecharacteristics similar to pension liabilities.
The table below sets forth, by level within the fair value
hierarchy discussed in Note 3, the actual allocation of
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investments of the Pension Plans at fair value. Amounts by type ♦ Alternative investments (‘‘Level 3’’) primarily consist of
of investment and fair value classification as of December 31, hedge funds, real estate funds, and financial limited
2009 were based on the Company’s 18.4% share of the total partnerships (private equity funds). These investments
market value of the CEG master trust. There are no significant do not have readily determinable fair values because they
concentrations of risk, in terms of sector, industry, geography, or are not listed on national exchanges or over-the-counter
company. markets. We have valued these alternative investments at

their respective net asset value per share (or its
Total Fair Value at equivalent such as partner’s capital) which has been

December 31, 2010 December 31, 2009 calculated by each partnership’s general partner in a
(In Thousands) manner consistent with GAAP for investment

Global equity companies. Among other requirements, the partnerships
securities $ — $ 48,586 must value their underlying investments at fair value.

High-yield bonds 15 125 While the net asset value per share provides a reasonable
approximation of fair value, the fair values of theTotal Level 1 input 15 48,711
alternative investments are estimates and, accordingly,

Global equity such estimated values may differ from the values that
securities 154,715 86,372

would have been used had a ready market for the
Fixed-income securities

investments existed, and the differences could be
other than

material.
high-yield bonds 79,624 65,224

The following table sets forth a summary of changes in the
High-yield bonds 20,476 17,067

fair value of the Level 3 assets:Cash and cash
equivalents 32,870 4,489 For the Period Ended

Hedging assets
December 31, 2010 December 31, 2009

(interest rate swaps) 433 —
(In Thousands)

Total Level 2 input 288,118 173,152 Balance at beginning
Alternative investments 11,919 16,785 of period $ 16,785 $16,126

Re-allocation ofTotal Level 3 input 11,919 16,785
assets between

Total fair value $300,052 $238,648
CEG and CENG

The following is a description of the valuation pension trusts
methodologies used for assets measured at fair value: upon final ERISA

♦ Global equity securities are valued at unadjusted quoted 4044 evaluation (16,785) —
market share prices within active markets (‘‘Level 1’’) or Realized gains — 162
based on external price/spread data of comparable Unrealized gains 619 490
securities (‘‘Level 2’’). Common collective trust funds

Purchases during the
within this category are valued at fair value based on the

period 11,300 98unit value of the fund which is observable on a less
Sales during thefrequent basis (Level 2). Unit values are determined by

period — (431)the bank or financial institution sponsoring such funds
Transfers into andby dividing the fund’s net assets at fair value by its units

out of Level 3 — 340outstanding at the valuation dates.
♦ Fixed income, high-yield bonds, cash and cash Balance at end of

equivalents, and over-the-counter hedging assets are period $ 11,919 $16,785
valued based on external price data of comparable
securities (‘‘Level 2’’).

22



9 Leases, Commitments, and Guarantees

Leases procurement of nuclear fuel, long-term service
The Company is the lessee under certain facilities and agreements, capital for construction programs, and other
equipment lease agreements which expire on various purchases.
dates and have various renewal options. All leases are
classified as operating leases. The Company included Nuclear Fuel
approximately $3.2 million and $0.5 million of expense The Company has long-term contracts for the purchase,
related to its operating leases in the Consolidated conversion, and enrichment of nuclear fuel, and the
Statements of Income for the periods ended fabrication of fuel rod assemblies. These commitments
December 31, 2010 and 2009, respectively, excluding provide for quantities to substantially meet the
amounts for leased equipment and office space under the Company’s expected requirements for the next several
Administrative Service Agreement with CEG discussed in years. These contracts expire between 2011 and 2028.
Note 2. The commitments schedule below includes, The nuclear fuel markets are competitive and prices can
either in ‘‘Operating leases’’ or in ‘‘Administrative services be volatile, but management does not anticipate problems
agreement with CEG,’’ management’s estimates of the in meeting the Company’s future supply requirements.
future minimum rental payments required under
operating leases that have initial or remaining Other Long-Term Agreements
noncancelable lease terms in excess of one year as of The Company has multi-year commitments in
December 31, 2010. connection with various construction projects, the

procurement of canisters for the disposal of spent nuclear
Commitments fuel, other long-term service agreements, and other
The Company has made substantial commitments in purchase commitments for its plants.
connection with the operation of its plants relating to the

At December 31, 2010, management estimates that the Company’s future obligations on existing commitments
are as set forth below:

2011 2012 2013 2014 2015 Thereafter Total

(In Thousands)
Operating leases $ 1,209 $ 1,227 $ 880 $ 539 $ 180 $ — $ 4,035
Nuclear fuel contracts 222,761 193,573 235,526 113,658 236,899 1,536,866 2,539,283
Power services agency agreement with CECG (see

Note 2) 13,600 8,500 8,500 4,300 — — 34,900
Administrative services agreement with CEG (see

Note 2) 47,500 48,450 49,419 50,407 51,416 105,937 353,129
Long-term service contracts, capital projects, nuclear

fuel canisters, etc. 28,461 20,027 7,995 7,694 6,561 489 71,227

Total future obligations $313,531 $271,777 $302,320 $176,598 $295,056 $1,643,292 $3,002,574

Guarantees ♦ the remaining payment obligations resulting
The Company’s guarantees do not represent incremental from non-performance under the power
obligations. Instead, they represent parental guarantees purchase agreements with CECG and
of the obligations of its consolidated operating EDFTNA discussed in Note 7, and
subsidiaries. At December 31, 2010, the Company ♦ if the capacity of NMP2 is increased,
guaranteed the following on behalf of its consolidated $3.0 million for the contingent payment and
operating subsidiaries: performance obligations under the capacity-sale

♦ a total of $587.5 million for the contingent agreement discussed in Note 4.
payment obligation of the nuclear liability
insurance retrospective premiums discussed in
Note 10,

♦ the remaining $34.9 million of the payment
obligations under the Power Services Agency
Agreement with CECG discussed in Note 2,
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10 Contingencies

Storage of Spent Nuclear Fuel In November 2002, the President signed into law
The Nuclear Waste Policy Act of 1982, as amended, the Terrorism Risk Insurance Act (‘‘TRIA’’) of 2002,
(‘‘NWPA’’) requires the federal government, through the which was extended by the Terrorism Risk Insurance
DOE, to develop a repository for the disposal of spent Extension Act of 2005 and the Terrorism Risk Insurance
nuclear fuel and high-level radioactive waste. Although Program Reauthorization Act of 2007. Under the TRIA,
the NWPA and the Company’s contracts with the DOE property and casualty insurance companies are required
required the DOE to begin taking possession of spent to offer insurance for losses resulting from certified acts
nuclear fuel no later than January 31, 1998, the DOE of terrorism. Certified acts of terrorism are determined by
has failed to meet its obligation. The DOE’s delay in the Secretary of the Treasury, in concurrence with the
taking possession of spent fuel has required the Company Secretary of State and Attorney General, and primarily
to undertake additional actions and incur costs to are based upon the occurrence of significant acts of
provide on-site dry fuel storage at all three of its nuclear terrorism that intimidate the civilian population of the
sites. The Company has installed additional capacity at United States or attempt to influence policy or affect the
its independent spent fuel storage installation (‘‘ISFSI’’) conduct of the United States Government. The
at Calvert Cliffs, has constructed an ISFSI at Ginna, and Company’s nuclear liability, nuclear property, and
is constructing an ISFSI to be placed in service at Nine accidental outage insurance programs described below
Mile Point in 2012. provide coverage for certified acts of terrorism.

Prior to 2010, the DOE had stated that it may not If there were a nuclear accident or an extended
meet its obligation until 2020 at the earliest. During outage at any of the Company’s units, it could have a
2010, the DOE requested the withdrawal of its license substantial adverse effect on the Company’s liquidity and
application to use Yucca Mountain as a national financial results. In addition, if there were an accident at
repository for spent nuclear fuel. At this time, the any nuclear power plant insured by the industry mutual
Company is not able to determine whether the DOE will insurer, NEIL, the Company could be assessed
be able to commence meeting its obligation by 2020. retrospective insurance premiums, which could have a

Each of the Company’s plant subsidiaries have filed substantial adverse effect on the Company’s liquidity and
complaints against the federal government in the U.S. financial results.
Court of Federal Claims seeking to recover damages
caused by the DOE’s failure to meet its contractual Nuclear Liability Insurance
obligation to begin disposing of spent nuclear fuel by Pursuant to the Price-Anderson Act, as amended, the
January 31, 1998. The cases are currently stayed, Company is required to insure against public liability
pending litigation in other related cases. Any funds claims resulting from nuclear incidents to the full limit of
received from the DOE that represent the reimbursement public liability. This limit of liability consists of the
of costs incurred prior to the EDF Closing shall belong maximum available commercial insurance of
to CEG, and any funds representing the reimbursement $375 million and mandatory participation in an
of costs incurred after the EDF Closing shall belong to industry-wide retrospective premium assessment program.
CENG. The retrospective premium assessment is $117.5 million

In connection with the purchases of the Nine Mile per reactor, per incident, increasing the total amount of
Point and Ginna plants, all of the former owners’ rights insurance for public liability to approximately
and obligations related to recovery of damages for the $12.6 billion. Under the retrospective assessment
DOE’s failure to meet its contractual obligations were program, the Company can be assessed up to
assigned to the Company. However, any recovery from $587.5 million per incident at any commercial reactor in
the DOE on behalf of the Ginna damages claim is the country, payable at no more than $87.5 million per
subject to a potential reimbursement back to the former incident per year. This assessment also applies in excess
owner of that facility for up to $10 million. of the worker radiation claims insurance. Both the

maximum assessment per reactor and the maximum
Nuclear Insurance yearly assessment are adjusted for inflation at least every
The Company maintains nuclear insurance coverage for five years based upon the Consumer Price Index and are
its plants in four program areas: liability, worker subject to state premium taxes. In addition, the United
radiation, property, and accidental outage. These policies States Congress could impose additional revenue-raising
contain certain industry-standard exclusions, including, measures to pay claims.
but not limited to, ordinary wear and tear and war.
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Worker Radiation Claims Insurance outage of a nuclear unit. Coverage begins after a 12-week
The Company participates in the American Nuclear deductible period and continues at 100% of the weekly
Insurers Master Worker Program that provides coverage indemnity limit for 52 weeks and then at 80% of the
for worker tort claims filed for radiation injuries. The weekly indemnity limit for up to the next 110 weeks.
policy provides a single industry aggregate limit of The accidental outage insurance coverage is up to
$375 million that is sub-limited as follows: $200 million $490 million per unit at Calvert Cliffs and Ginna,
for occurrences of radiation injury claims against all those $420 million for Nine Mile Point Unit 1, and
insured by this policy prior to January 1, 2003; $402 million for Nine Mile Point Unit 2. These
$300 million for occurrences of radiation injury claims amounts can be reduced by up to $98 million per unit
against all those insured by this policy between at Calvert Cliffs, $84 million for Nine Mile Point Unit
January 1, 2003 and January 1, 2010; and $375 million 1, and $80 million for Nine Mile Point Unit 2 if an
for occurrences of radiation injury claims against all those outage of more than one unit is caused by a single
insured by this policy on or after January 1, 2010. insured physical damage loss.

The sellers of Nine Mile Point retain the liabilities If claims at plants insured by NEIL result in a
for existing and potential claims that occurred prior to shortfall of NEIL reserve funds, all policyholders could
November 7, 2001, and the seller of Ginna retains the be assessed a retrospective premium, for which the
liabilities for existing and potential claims that occurred combined CEG and EDFI premium share for the current
prior to June 10, 2004. In addition, LIPA, which owns policy year could be as much as $94.7 million. Subject
18% of NMP2, is obligated to assume its pro rata share to availability of funds, the Company would be required
of any liabilities for retrospective premiums and other to reimburse CEG and EDFI for any retrospective
premium assessments. If claims under these policies premiums assessed by NEIL.
exceed the coverage limits, the provisions of the Price-

Water Intake RegulationsAnderson Act would apply.
The Clean Water Act requires cooling water intake
structures to reflect the best technology available forNuclear Property Insurance and Accidental Nuclear Outage
minimizing adverse environmental impacts. TheInsurance
Environmental Protection Agency is expected to proposeAs discussed in Note 2, the Company’s plants are
regulations to implement this act in March 2011. At thisprovided property and accidental outage insurance
time, the Company cannot estimate the costs ofthrough the membership of CEG and EDFI in the
complying with the new regulations, but such costs couldindustry mutual insurer, NEIL.
be material.The insurance provides $500 million in primary

In March 2010, the New York Department ofproperty coverage at each plant, $1.8 billion of excess
Environmental Conservation issued a draft policyproperty coverage at Ginna, and $2.25 billion in excess
designating closed-cycle cooling as the best technologyproperty coverage under a blanket policy at each of
available for cooling water intake structures forCalvert Cliffs and Nine Mile Point. However, under the
minimizing adverse environmental impacts. At this time,blanket policy, Calvert Cliffs and Nine Mile Point share
the Company cannot predict whether this policy will be$1.0 billion of the $2.25 billion of excess property
adopted. However, if the policy is adopted and thecoverage applicable to each of those plants. Therefore, in
Company is required to retrofit its two New York plantsthe unlikely event of two full-limit property damage
to implement this technology, the compliance costs couldlosses at Calvert Cliffs and Nine Mile Point, the
be material.Company would recover a total of $4.5 billion instead of

$5.5 billion ($2.75 billion each) since those plants share
Nine Mile Point Labor Contract$1.0 billion of the excess property coverage.
The Company had a total of approximately 2,760Losses resulting from non-certified acts of terrorism
employees at December 31, 2010. At the Nine Mileare covered as a common occurrence, meaning that if
Point facility, approximately 585 employees arenon-certified terrorist acts occur against one or more
represented by the International Brotherhood of Electricalcommercial nuclear power plants insured by NEIL within
Workers, Local 97. The labor contract with this uniona 12-month period, they would be treated as one event
expires in June of 2011. We expect negotiations for aand the owners of the plants where the acts occurred
new contract to begin in May of 2011, and we expect towould be limited to a maximum recovery of one full
execute a new agreement with the union. We believe thatlimit of liability ($3.24 billion as of December 31,
our relationship with this union is satisfactory, but there2010).
can be no assurances that this will continue to be theThe NEIL insurance also provides indemnification
case.on a weekly basis for losses resulting from an accidental
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Nine Mile Point Property Taxes Company believes that the School District’s petition is
Nine Mile Point Nuclear Station (‘‘NMPNS’’) is a without merit, the litigation potentially could increase
respondent in a petition (litigation) filed in New York Nine Mile Point Unit 1 taxes for the 2010-2011 fiscal
state court by the Oswego City School District (‘‘School year by approximately $7 million. Further discussions
District’’) wherein the School District challenges the and negotiations regarding future tax payments may
2010 property tax assessment of Nine Mile Point Unit 1. result in an increase in future property taxes on both
Additionally, both NMPNS and the Company are in Nine Mile Point units. At this time, the Company is
discussions with certain tax jurisdictions in New York, unable to determine the outcome of either the litigation
including the School District, with respect to future or discussions.
property taxes on both Nine Mile Point units. While the
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Shareholder Information

Dividends

The Board of Directors sets the record 
and payment dates for quarterly 
dividends. In January 2011, we declared 
a quarterly dividend of $0.24 per share, 
which is equivalent to an annual dividend 
of $0.96 per share. We paid this dividend 
on April 1, 2011, to shareholders of 
record on March 10, 2011. Projected 
record dates for the next three quarters 
are June 10, 2011; Sept.12, 2011; and 
Dec. 12, 2011. Projected payment dates 
are July 1, 2011; Oct. 3, 2011; and 
Jan. 3, 2012. 

Detailed information about our dividend 
policy, as well as our dividend payments 
and stock price ranges for the last two 
years, is available on page 26 of our 
2010 Form 10-K included within this 
annual report. 

Independent Registered 

Public Accounting Firm

PricewaterhouseCoopers LLP

Stock Transfer Agent and 

Registrar

American Stock Transfer &
  Trust Company, LLC
Attn: Shareholder Services
6201 15th Avenue
Brooklyn, NY 11219
(800) 258-0499
email: info@amstock.com
www.amstock.com

Shareholder Assistance

For general inquiries, or for assistance 
with lost or stolen stock certifi cates 
or dividend checks, name or address 
changes, stock transfers or the Share-
holder Investment Plan, please contact 
our Stock Transfer Agent and Registrar.

Shareholder Investment Plan

Our Shareholder Investment Plan 
provides shareholders with an easy, 
economical way to acquire additional 
shares. In addition, accounts can be used 
to sell, deposit and transfer shares. To 
participate, or for more information, 
please contact our Stock Transfer Agent 
and Registrar.

Email Alerts

To automatically receive email alerts 
about our fi nancial information—
including notifi cation of SEC fi lings, 
fi nancial reports, presentations and 
press releases—go to the IR Tool Box on 
the Investors section of our website at 
constellation.com and select Email Alerts 
to register your preferences. You also can 
make changes in your notifi cation options 

to unsubscribe from the service. 

Form 10-K

Our 2010 Form 10-K is included 
as part of this annual report. Our 
2010 Form 10-K and our other SEC 
fi lings are available on our website at 
constellation.com. We also will provide 
additional copies upon request. Send 
requests to Constellation Energy Share-
holder Services, 100 Constellation Way, 
Baltimore, MD 21202.

Stock Trading

Constellation Energy common stock 
trades under the ticker symbol CEG 
on the New York and Chicago stock 
exchanges.

Forward-Looking Statements

We make statements in this annual report 
that are considered forward-looking 
within the meaning of the Securities and 
Exchange Act of 1934. These statements 
are not guarantees of our future results 
and are subject to risks, uncertainties 
and other important factors—including 
those in the Forward-Looking Statements 
and Risk Factors sections of our 2010 
Form 10-K included within this annual 

report—that could cause our actual 
results to differ. 
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