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Item 8.01 Other Events.

On December 14, 2007, Pepco Holdings, Inc. (the “Company”) announced
the decision to construct a 545 MW natural gas and oil-fired combined-cycle
electricity generation plant to be located in Peach Bottom Township, Pennsylvania
(“Delta Power Project”). The plant will be owned and operated as part of Conectiv
Energy, the Company’s wholesale electric power segment. The construction
expenditures for the Delta Power Project are expected to be $470 million, with
projected expenditures of $62 million in 2008, $195 million in 2009, $136 million in
2010, and $14 million in 2011. The total expenditures include development costs
and the three combustion turbines currently held in inventory by Conectiv Energy.
The project will be financed using internally generated cash and either corporate
borrowings or project financing. The plant is expected to become operational by
June 2011.

Conectiv Energy has entered into a tolling agreement with Constellation
Energy Commodities Group, Inc, a subsidiary of Constellation Energy Group, Inc.
(“Constellation Energy”) under which it will sell the capacity, energy and most
ancillary services from the Delta Power Project from June 1, 2011 through May 31,
2017 to Constellation Energy. Under the terms of the tolling agreement, Conectiv
Energy will be responsible for the operation and maintenance of the plant, subject to
Constellation Energy’s control over the dispatch of the plant’s output. Constellation
Energy will be responsible for the purchase and scheduling of the fuel to operate the
plant and all required emissions allowances.
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