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[ ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

[ ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

[ ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act
(17 CFR 240.14d-2(b))

[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act
(17 CFR 240.13e-4(c))




Item 1.01

Item 2.03

Item 9.01

Entry into a Definitive Material Agreement.
See Item 2.03 below.

Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet
Arrangement of a Registrant.

On December 3, 2004, Potomac Electric Power Company ("Pepco"), a wholly owned subsidiary
of Pepco Holdings, Inc. ("PHI"), entered into a Loan Agreement with The Royal Bank of
Scotland Finance (Ireland) (the "Lender") pursuant to which Pepco is entitled to borrow up to
$100 million (the "Loan Agreement"). On December 8, 2004, Pepco borrowed $100 million
under the Loan Agreement. The loan bears interest at a rate equal to LIBOR for the applicable
interest period plus 0.4% per annum, and Pepco is entitled to elect interest periods of one, two,
three or six months. Pepco initially has elected an interest period of one month. In addition,
with the consent of the Lender, Pepco may elect to convert the interest rate to the Lender's base
rate. Interest on the loan is payable on the last day of each interest period, and the principal
amount of the loan is payable on December 1, 2006. The loan may be prepaid by Pepco in whole
or in part without premium or penalty on 30 days' notice. Amounts prepaid may not be
re-borrowed.

The Loan Agreement contains customary financial and other covenants that, if not satisfied,
could result in the acceleration of repayment of the loan. Among these covenants is the
requirement that Pepco maintain a ratio of total indebtedness to total capitalization of 65% or
less, computed in accordance with the terms of the Loan Agreement. The Loan Agreement also
contains a number of customary events of default that could result in the acceleration of
repayment of the loan, including (i) the failure of Pepco or any of its significant subsidiaries to
pay when due, or the acceleration of, certain indebtedness under other borrowing arrangements,
(i1) certain bankruptcy events, judgments or decrees against Pepco or its significant subsidiaries,
and (iii) a change in control (as defined in the Loan Agreement) of PHI or the failure of PHI to
own all of the voting stock of Pepco. The Loan Agreement is filed herewith as Exhibit 10.1.

Financial Statements and Exhibits.

10.1 Loan Agreement, dated as of December 3, 2004, between Potomac Electric Power
Company and The Royal Bank of Scotland Finance (Ireland).
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