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Other Events.

In an order issued August 19, 2004, and received yesterday, the District of
Columbia Public Service Commission approved certain rates, called Administrative
Charges, which Pepco (a subsidiary of Pepco Holdings, Inc. (NYSE: POM)) will be
permitted to charge customers who receive Standard Offer Service (SOS) in the District
of Columbia beginning February 8, 2005.

SOS is a default-type service that is provided to customers who do not choose to
purchase their electricity from competitive electricity suppliers. The Administrative
Charges are intended to allow Pepco to recover the administrative costs incurred to
provide SOS, including a margin which varies by customer class. Pepco also is allowed
recovery of purchased power costs incurred to serve SOS customers. Based on SOS
sales in the District of Columbia during calendar year 2003, the after-tax margin would
amount to $8.3 million; based on such sales during the 12 months ending June 2004,
the after-tax margin would amount to $9.3 million.

The pre-tax margins per killowatthour of SOS sales are 1.5 mills for residential
customers; 2.0 mills for small commercial customers; 3.0 mills for large commercial
customers; and 2.25 mills for market-priced service customers. On an after-tax basis,
the margins are 0.8777 mill for residential customers; 1.1703 mills for small
commercial customers; 1.7555 mills for large commercial customers; and 1.3166 mills
for market-priced service customers.
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