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Financial Highlights

In millions
except per share amounts 2010

Common Stock Data

Reported GAAP loss earnings per share

Special items1

Earnings per common share from continuing operations

and before special items adjusted earnings per share2

Dividends declared per common share

Average shares outstandingassuming dilution 200.5

Market price per shareyear-end 30.63
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Over the past year an investment of$100 in Constellation Energy

stock on Dee 31 2009 was worthwith dividends reinvest

ed $89.72 on Dee 31 2010
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Over the past 6ve yeaos an investment of$100 in Constellation

Energy stock on Dec 31 2005 was worth with dividends rein-

tested $61.76 on Dec 31 2010
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Total revenues

GAAP net loss income attributable to common stock

Special items after-tax1

Net income from continuing operations before special
items2

Total assets

Total debt

Total common equity

Capital expenditures

2010 incluaes impairment
losses and other costs gain on comprehensive agreement

with EDE Group and
affiliates EDE amortization of Gonstellation

Energy Nnclear Group LLC ENG joint venture basis difibrence economic value of CENG joint ventnre power pu rchase agreement amortization an

international coal contract dispute settlement loss on early retirement of OOs Notes due April 2012 gain on sale of Mammoth Lakes geothermal

generating facility amortization of credit
facility

amendment/termination fees losses /lom UniScar Nuclear Energy LLC and deferred income taz expense

associated with Medicare Part prescription drug sit bsidies

Rep rescncs measure that is not determined in accomclance with generally accepted accounting principles GAAPI Howevep we believe the impact ofac

counting changes and
special

items obscures tiznds in our results and that it is usefd to consider our results excluding tlsese items

Understanding Our Form 10-K Shareholder Information Inside Back Gover



Dear Fellow Shareholders

Your company performed well in 2010 achieving srrong

operational performance and posirive results despite the

downturn in energy commodity prices add 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 comperitive position

These initiatives marked the next phase in the
strategic

realignment we began in 2008 with focus on building

stable
earnings

foundation on which to grow our customer-

centric business

Im 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 strong balance sheet

and favorable debt levels giving us 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 generally accepted

accounting principles GAAP basis we reported 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 positive cash inflow of

approximately $240 million

Busªness Flighlights

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
hegan 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 2950-

megawatt natural gas powered fleet in the Boston area and

1100 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 states first wind facility

In less than 12 months we grew our generation capacity to

approximately 12000 megawatts exceeding our goal and

leaving us well positioned to realize meaningful earnings

growth as commodity prices recover

CENG out 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

vital
partner

in our nuclear business allowing us to leverage

our combined operational expertise and share best practices

Last year marked 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 out company did not have the scale

or resources to manage the risks inherent in project of

that size In our planning and in out corporate alliances we

were successful in mitigating many of those risks But in the

absence of national program to reduce carbon emissions

and 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 out customers

During the
year we took

advantage cf 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 new customer segment in

markets where we see long-tetm growth potential We

quickly grew this husiness to more than 20000 households

capitalizing on 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



The acquisition of CPower increased our managed demand

response portfolio to approximately 1500 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 56 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 VirtuWattt powerful combination of hardware

and innovative online applications that allowc customers to

manage and optimixe 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 unified team that takes

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 full spectrum

of energy management demand response and efficiency

products and services

Our relationship with Benjamin Moore Co provides

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 large on-site solar facility expected to generate

about 70 percent of the electricity for Benjamin Moores

product development center and testing laboratories in

Flanders NJ Benjamin Moore is also using our VirtuWatt

technology to better manage energy tisage

This
type

of custother collaboration and broad portfolio

of
energy options is what

separates
Constellation Energy

from its competitors and should be an important driver pf

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

strong histoty of safety and reliability Since 2001 BCEs

operations and malntenance 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 leading electric industry

trade publication This award adds to string of industry

recognition for BGEs innovative energy efficiency demand

response and smart grid initiatives Together these programs

are part of comprehensive effort to increase system efficiency

and reliability drive customer savings and grow investments

that we believe will contribute to future earnings growth

BGEs 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 $200 million

federal stimulus
grant

from the U.S Department of Energy

Beginning later this
year

BGE will begin installing more

than million advanced meters throughout our service

territory giving customers 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 BGEs distri

bution rates as part
of BGEs first combined electric and

gas

rate filing in 17 yeats
This modest increase in distribution

rates comes at 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

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 Energys generation fleet is environmentally

advantaged when it comes to these regulations More



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 rake more

polluting generation assets off-line our fleet will be well

positioned to meet demand while maintaining 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 stare coming

from competitive energy supplier More than 200000

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 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 few states proposed policies that could

undermine the competitive market by requiting construction

of new unnecessary and excessively costly power plants that

would be financed with surcharge on utiliry 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 weve 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 well functioning market requires

that consumers have access to reliable electricity service and

state-of-the-art tools to better manage energy use At BCE
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 utilirys 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

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 foi sensible market-based policies

to address our future energy needs

As we execute our plan 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

nations clean energy future

Mayo Shattuck III

Chairman President and

ChiefExecutive Officer

April 15 2011



Leadership

Board of Directors

Mayo Shattuck III

Chairman President and CEO
Constellation Energy

Director since 1999

Yves de Balmann

Co Chairman Bregal Investments

Director since 2003

Ann Berzin

Retired Chairman and CEO

Financial Guaranty Insurance Company

Director since 2008

James Brady

Ivlanaging Directo

Mid-Atlantic Ballantrae International Ltd

Director since 1999

James It Curtiss Esq

Retired Partuet Winston Strawn

Director since 1994

Dr Freeman it Hrabowski III

President University ofMaiyland

Baltimore County

Diiector since 1994

Nancy Lampton

hainnan and CEO
American LfŁ andAccident

Insurance 6ompany of Kentucky

Director since 1994

Robert Lawless

Retired Chairman and CEO
Mc Co cv ick Company Inc

Director since 2002

John Skolds

Retired Executive Vice President

Exelon Corporation

Director since 2007

Michael Sullivan

Chairman

ADVANCARE Health Care LLC

Director bince 1992

Committees of the Board

Executive Committce

Mayo Shattuck III Chairman

James Brady

James Curtiss Esq

Dr Freeman Hrabowski III

Robert Lawless

Audit Committee

James Brady Chairman

Ann Berain

John Skolds

Michael Sullivan

All committee meynbers are independent directors

and audit committee financial experts
as defined

by the SEC rides

Compensation Committec

Robert Lawless Chairman

Yves de Balmann

Dr Freeman Hrabowski III

All committee members are independent

directors

Committee on Nuclear Power

James Curtiss Esq Chairman

Nancy Lampton

John Skolds

All committee members are independent

directors

Nominating and Corporate

Governance Committee

Dr Freeman Hrabowski III Chairman

Yves de Balmann

Robert Lawless

All committee member are independent

directors

Executive Team

Mayo Shattuck III

Chairman of the Board President and CEO
Constellation Energy

Henry Barron

Executive Vice President Constellation
Energy

President and CEO Constellation Energy

Nuclear Gmup LLC

James Connaughton

Executive Vice President Corporate Affairs

Public and Environmental Policy

Constellation Energy

Paul Allen

Senior Vice President Corporate Affairs and

Chief Environmental Officer Constellation

Energy

Charles Berardesco

Senior Vice President General Counsel and

Corporate Secretary Constellation Energy

Brenda Boultwood

Senior Vice President and ChiefRisk Officer

Constellation Energy

Kenneth DeFontes Jr

Senior Vice President Constellation Energy

President and CEO Baltimore Gas and

Electric Company

Andrew Good

Senior Vice President Corporate Strategy and

Development Constellation Energy

Kathleen Hyle

Senior Vice President Constellation Energy

Chief Operating Officer Constellation Energy

Resources

Mary Lauria

Senior Vice President and Chief Human

Resources Officer Constellation Energy

Jonathan Thayer

Senior Vice President and ChiefFinancial

Officer Constellation Energy



Understanding Our Form 10-K

One of our priorities ar Constellation Energy is to provide you with clear easy-to-read and easy-to-undetstand information ahout

our company We want you to know what we do how we do it and how wete doing This special section is intended to be

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 Fotm 10-K follows this special section

Breaking Down Our Form 10-K

Our Form 10-K has four parts

Part In-depth descriptions of our businesses

Part II Out financial performancethe information in which investors are usually most interested

Part III Directs readers to other filings made with the Securities and Exchange Commission fot details about out Board of

Ditectots executive compensation auditor fees stock ownership information and other matters

Part
listing of financial statement schedules and exhibits We have included as Exhibit 9a 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 2009 through Dec 31 2009

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

Part Our Businesses

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

Our generation businessGeneration

Our customer supply businessNewEnergy

Our regulated utilityBaltimore Gas and Electric Company BGE

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

Heres Where You Look in Part Highlights of What Youll Find

Business Overview We have generation
business Generarion cusromer supply business NewEnergy

and regulated utility BGE We alsn discuss our comprehensive agreement
with EDF

Group and affiliates EDF

Note rhu special section is intended so be guide von can hod moss details about all these items in our Form is svhsch folinsos slits special section



Understanding Our Form 0-K

Generation and Generation business

NewEnergy We develop own operate and maintain fossil and renewable generating facilities

Businesses hold 50.01 percent interest in nuclear joint ventute that owns nuclear generating

facilities hold interests in qualiijiing facilities and power ptojects in the United States

and Canada and manage certain of our long-dated tolling agreements

NewEnergy business

We sell
eledtricity

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 percent

Our competition

We encounter competition from companies of various sizes with varying levels of

experienLe and financial and human reaourLcs and diffcring stratcgica

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 deconsolidarion of

Constellation Energy Nuclear Group LLC CENG in November 2009

12 Baltimore Gas and Our business

Electric Company Were an electric transmission and distribution
utility

and natural
gas

distribution

utility with service territory that includes the
city

of Baltimore and parts of Central

Maryland In 2010 the Maryland Public Service Commission PSG approved

comprehensive smart grid initiative which includes the planned installation of

million residential antI commercial electric and gas smart meters and

an increase in electric distribution rates no nsore than 531 .0 million and an

increase in gas distribution rates by no mote than S9.8 nullion for service rendered

on or after Dec 42010

Electric and
gas operating statistics for the last rhreeyeara

Revenues by type
distriburion volumes to our customers arid she number of customers

12 Consolidated Capital Our total
capital requiEcmcms for 2010 wcrc SI .0 billion and \vc cxpcct thcm to bc

Rcquircmcnts 51.0 billion iii 2011

12 16 Fnvironmcnral Matters We are subject to regulations concerning air quality water quality and thc disposal

of hazardous substances We also believe it is imperative to slusy 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 7fiOO employees at year-end 2010 This excludes employees of

CENG which was deconsolidared on Nov fi 2009

16 23 1A Risk Factors There are number of risks related to our businesses and the industries in which we

operate that could adversely affect our financial results

fi Notes fls spectil cctsoo is sotoosl so be 5ido v00 co bOd moss Set boo all sit so stem OUt loros 15 Is ss hch fo loses is special sects



23 25 Properties Our
offices

We have both owned and leased properties Our
corporate

offices arc in Baltimore Md
We have marketing offices throughout the United States

Our energy-p roducing properties

We owned approximately 9000 megawatts of electric genetating capacity at plants

diversified by fuel
type

and located
strategically throughout the United States and

Canada as of Dee 31 2010 In January 2011 we acquired another 2950 megawatts of

electric generating capacity in Massachusetts

25 Executive Officers of Our executive officers have diverse mix of energy financial and other experience in

the Registrant competitive and regulated markers

Part II Our Financial Performance

Part II contains managemends 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 ItemsThe Basics

Managements Discussion and Analysis The Context

Financial Statements The Numbers

Notes to the Financial StatementsThe Details

Introductory Items

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

Heres Where You Look in Part II Highlights of What Youll Find

i2M1
26 Market for Our dividend informatin

Registrants Common We announced an annual dividend rate of $0.96 per shaie inJanuaiy 2011

Equity Related
Our stock price

Shareholder Matters We include the high and low price of our common stock by quarter for the last nvo
Issuer Purchases

years
of Lquity Securities

and Unregistered Sales

of Equity and Use of

Proceeds

27 28 Selected Summary of our and BGFs operations and financial condition and our financial

Financial Data statistics for the last five years

Nose itts
special ccsion is
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Understanding Our Form 10-K

Managements Discussion and Analysis

The Context Our
management

discusses in derail the financial results and condition of our company and the way we manage our business

Heres Where You Look in Part Highlights of What Youll Find

29 Managements Introduction and We summarize how we have organized our discussion and analysis

Discussion and Overview

Analysis of Financial

Condition and Results

of Operations

29MI Srrareev Our srrnreev is rn nrnvide innnvarive and riskmiriparinn enemy nrnducrs and solurinns

wN9nhenanwhoksaledrerall customers Through our NewEnergy cusromer

supply operation we combine unified sales force with 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 fleet of plants that is located in markets that support our customer-facing

business and includes frsel types such as coal natura gas oil nuclear and renewable

sources Through out regulated Maryland utility we deliver electric and gas services to

customers and are focused on enhancing reliability
and customer satisfaction and ate

implementing corisprehensive smart grid initiative and portfolio of conservation

programs

30 35 Business Environment Energy and financial markets have been volatile over the last several
yeats

with

significant changes in natural
gas coal and

power prices In 2010 markers in which we

operate were affected by declining prices
for

powet gas
and capacity

Also in 2010 BCE received an order from the PSC authorizing us to increase electric

distribution rates by no mote than $31.0 million and increase gas distribution tates by

no more than $9.8 million

We continue to be subject to extensive federal and state regulation and out operations

are affected by weather and orhet factors

35 39 Critical Accounting These are the accounting policies
that require difficult subjective or complea judgment

Policies 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 inc/tide

Our comprehensive agreement with EDF that restructured the relationship between

our two companies

Completed acquisitions of the following

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 divesrirures of the following

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 CENC and UNE and certain of our other

equity method investments

Issuance and redemption of long-term notes

Note lets special rertoit etiroded to Sr
poidr
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40 55 Resi4lts of Operations The detailed discussion of oar earnings

Our overall net loss attributable to common stock for 2010 was approximately $1.0

billion decrease of $5.4 billion from net income attributable to common stock of

$4.4 billion in 2009 driven mosdy by the absence of the gain on sale of 4999

percent membership interest in CENC to EDF in 2009 and impairment charges on

certain of our equity method investments recognized in 2010

Our Cençration business net loss attributable to common stock for 2010 was $1.3

billion 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

OuF 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 aoailable liquidity Collateral downgrade

Excluding BCE we had ncr available liquidity of $3.3 billion ar Dec 31 2010 BCE

had net available liquidity of $0.6 billion at Dec 31 2010 Based on contractual

piovisions at Dec 31 2010 one level downgrade of our senior unsecured debr would

require us to provide additional collateral of$1.0 billion

61 63 Capital Resources Wre estimating that well spend $1.0 billion in 2011 and $1.0 billion in 2012 to fisnd

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 Addirional1 our risk
management committee

consisting of members of senior managementis responsible for approving policies

and limits consistent with our risk appetite and reviewing procedures for the idenriil

cation assessment measurement and
management

of risks as well as foi the monitoring

of risk
exposures

Note his spectet sectO icsaca to be goiae Sou can s0a more aetail about ai thee ess is no Jo JO ssltii.b lollosos this
peels1 section



Understanding Our Form 10-K

Our Financial Statements

The Numbers We provide separate financial statements for Constellation Energy and BGF This section also includes our managements repoirs on

our financial information and the effectiveness of our internal controls as well as our auditors reports on our financial information and its report on

the effectiveness of Constellation Energys internal controls

Heres Where You Look in Part Ii Highlights of What Youll Find

71 Financial Statements Rcpotn of Our management accepts responsibility for the information and representations in our

and Supplementary Management financial statements and concludes that out and BGEs internal control over financial

Data
reporting was effective as of Dec 31 2010

72 73 Reports of PricewaterhouseCoopers LLP states its opinion thar both Constellation Energys and

Independent BCEs consolidated financial statements are presented fairly
in all material respects and

Registered Public that Constellation Energy maintained in all material
respects effective intctnal contiol

Accounting Firm over financial reporting at Dec 312010

75 Consolidated Our net loss attributable to common stock lot 2010 vas $1.0 billion which included

Statements of Income $2.5 billion pre-rax impairment charge on our investments in CENG UNE and certain

oss of our other equity method investments

7677 Consolidated Out total assets were $20.0 billion at Dec 31 2010

Balance Sheets

78 Consolidated Oui cash and cash equivalents at Dec 31 2010 were Q.0 billion dectease of

Statements of $1.4 billion from year earlier pnmai ily citie to the pa incnr of taxes on the gain on the

Cash Flows sale of 49.99 percent membership interest in CFNG to FDF in November 2009

79 80 Consolidated We discuss the composition of and changes in our common shareholders equity

Statements of

Common Shareholders

Equity and Compre

hensive Income Loss

81 84 BCE Financial We include financial statements for BCE because it is separate registrant required to

Statements 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

Heres Where You Look in Part II Highlights of What Youll Find

__________ ___ Al
8596 Note Significant Accounting methods that we use and how theyre applied throughout our businesses

Accounting Policies along with the new accounting standards adopted

97 Note Other Events Our 2010 net loss attributable to common stock reflected the impacts of other events

109 totaling $1.6 billion after-tax This was primarily driven by $1.5 billion after-tax

impairment charges on our invesrnsents in CENG UNE and certain of out other equity

method investments

110 Note Information 0or revenues net loss income arrribntable to common stock and other financial infor

111 by Operating Segment marion arc broken out by operating segment

112 Note Investments Out investments are mainly equity investments in joint ventutes qualifring facilities

115 and
power projects XTe also hold investmenn in certain variable interest entities

10 Noc 15 oai occio cdei Sc gidc find oc du.i .5 .5 hc to is icJ foil Sis cmi ccon



116 Note Intangible At Dec 31 2010 our carrying amount of goodwill was $77.0 million and our total net

Assets intangible assets subject to amortization were $215.5 million

117 Note Regulatory Ar Dee 312010 our total regulatory assets net were $452.8 million which included

118 Assets net $415.6 million deferred for finure collection under BCEs rate stabilization plan

119 Note Pension We provide details obligations assets assumption details and
company

124 Posrreriremenr Other contributions about our employee benefit plans

Postemployment

and Employee Savings

Plan Benefits

125 Note Credit Our short-term borrowings debr thar matures within one year from the date its issued

126 Facilities and Short- may include bank loans commercial paper and bank lines of credit Excluding BCE our

Term Borrowings net available liquidity was $3.3 billion as of Dee 31 2010 BGEs net available liquidity

was $0.6 billion as of Dec 31 2010

127 Note Ar Dec 31 2010 our total capitalization was $12.6 billion $4.4 billion in long-term

130 Capitalization debt $88.8 million in nonconrrolling interests $190.0 million in preference stock and

$7.8 billion in common shareholders equity We also provide details about our and

BGEs debt our preference stock and common stock

131 Note 10 Taxes We provide information about our income tax benefit expense net deferred income tax

133 liability
and unrecognized tax benefits

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

135 Note 12 We provide details about our commitments financial guarantees contingencies

138 Commitments environmental matters legal proceedings involving us contingencies related to our

Guarantees and investment in CENC and non-nuclear insurance
coverage

Contingeocies

139 Note 13 We explain how we manage commodity price and interest rate exposures provide

153 Derivatives and Faii detailed disclosures about our derivatives and hedging activities disclose the hierarchy of

Value Measurements our fair value measurements and the fair value of ow financial insti uments

154 Note 14 Stock-Based We provide stock-based compensation in the form of stock options performance and

155 Compensation service-based restricted stock performance and seryice based units stock units with sales

restrictions deferred cash and equity to employees

156 Note 15 Mergei and We acquired wind project in western Maryland two natural
gas

combined cycle

157 Acquisitions generation facilities in Texas and an enetgy management and demand response provider

in 2010 In January2011 we acquired five generating facilities in Massachusetts

158 Note 16 Related Patty Upon the sale of 49.99 percent membership interest in CENC to EDF in 2009 we

159 Transactions entered into power purchase agreement power
services

agntement
and an adminis

trarive service agreement with CENG

Our NewEnergy business provides BCE with portion of the energy it needs we

provide BCE with the services of eçrtain corporate fiancrions and BCE participates in

our benefit plans

160 Note 17 Quarterly We break out our financial results and those of BCE by quarter for the last two

162 Financial Data years

Unaudited
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Glossary

Asysnmetry 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 basic unit used

to measure natural gas the amount of natural

gas needed to raise the temperature of one

pound of water by degree Fahrenheit

Capacity markets market created to help

grid nperarnrs ensure that sufficient generating

capacity will be available to meet peak loads

Collateral 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-dared

conri actual righu 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

Dekathenn DTH standard measurement

of natural gas 10 thetms or 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 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 product offering

that bandies all of customers energy needs

through combined service that
may include

generating or buying energy managing load and

power purchase agreements scheduling delivery

managing risk setting accounts and other

related activities

Generating Capacity The amount of electricity

that can be produced by specific generating

facility

Generation The process of transforming other

forms of energycoal natural gas uranium oil

biomasa wind water or suninto
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 regional tranamission system in 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 security

commodity or financial instrument to reflect

currcnt markct valuc

Maryland Public Service Commission The

agenry responsible for regulating public utilities

doing business in Maryland

Megawatt MW million watts of
electricity

enough electricity to light 10000 100-watt
light

bulbs

Net Available Liquidity 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 includeyalue

added services along with the energy

Peak Load measure of the maximum

amount of
electricity

delivered at point in time

Portfolio Management and Trading Uaing

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 measure or series of measures

implemented to
financially separate regulated

public utility from parent company usually to

provide bankruptcy protection and credit rating

separation for regulated public utility
from ira

parent company

Regional Transmission Organization RFO
group of companies with

responsibility for the

planning and use of
power ttansmission lines in

geographic region

Regulated Business The portion of our

business whose primary operations and prices

are set and controlled by the rules and activities

of state utility commission

Securities and Exchange Commission SEC
The U.S agency charged with protecting

investoes maintaining fair ordedy 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 utilitysuch 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 buyer

pays plant owner fixed amount per month

to have the
right to convert fad provided by the

buyer into electric energy

Transmission The sending of electticity at high

voltage usually on lines running along high

towers frons generating plants to substations

where it is then reduced to lower voltage that

is delivered to homes businesses and industrial

facilities

Unit Contingent Power Purchase Agreement

contract with power plant operator
where

the buyer receives the
specified output from the

plant unless the plant is not operating

Value at Risk VaR 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 vatious circumstances

Volatility The relative rate at which the
price

of

security or commodity moves up
and down If

the price of security or commodity moves up

and down rspidiy over short time periods it has

high volatility
If the price almost never changes

it has low
volatility

12
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Forward Looking Statements

We make statements in
thi1s repott that ate consideted

forward looking statements within the meaning of the

Seeorities Exchange Act of 1934 Sometimes these

statements will contain words such as believes

anticipates expects intends plans and other

similar words We also disclose non-historical

information that represents managements expectations

which are based on numerous assumptions These

statements and projections are not guarantees of our

future performance and are subject to risks

uncertainties and other important factors that could

cause our actual performance or achievements to be

materially different from those we project These risks

uncertainties and factors include but are nor limited

to

the timing and extent of changes in commodity

prices and volatilities for
energy and energy-

related products including coal natural gas oil

electricity nuclear fuel and emission

allowances and the impact of such changes on

our liquidity requirements

the liquidity and competitiveness of wholesale

and retail markets for energy commodities

the conditions of the capital markets interest

rates foreign exchange rates availability of

credit facilities to support business

requirements liquidity and general economic

conditions as well as Constellation Energy

Groups Constellation Energy and Baltimore

Gas and Electrics BCE ability to maintain

their current credit ratings

the effectiveness of Constellation Energys and

BGEs risk
management policies and procedures

and the ability and willingness of our

counrerparties to satisf their financial and

performance commitments

losses on the sale or write-down of assets due to

impairment events or changes in
management

intent with regard either holding or selling

certain assets

the ability to successfully identif finande and

complete acquisitions and sales of businesses

and assets including generating facilities and to

successfully invest in new business initiatives

and markets

the effect of weather and general economic and

business conditions on energy supply demand

prices and customers and counterparties

ability to perform their obligations or make

payments

the ability to attract and retain customers in

our NewEnergy business and to adequately

forecast their energy usage

the timing and extent of customer choice and

competition in the
energy markets and the rules

and regulations adopted in those markets

icgulatoiy ot legislative developments federally

in Maryland or in orhc states that affect

cncigy competition the price of eneigy

transmission or distribution rates and revenues

demand for energy or increases in costs

including costs related to safety or

environmental compliance

the ability of our regulated and nonregulated

businesses to comply with complex and/or

changing marker rules and regulations

the
ability

of BCE to recover all its costs

associated with providing customers service

operational factors affecting our generating

facilities BGEs transmission and distribution

facilities or our other commercial operations

including weather-related damages unscheduled

outages or repairs unanticipated changes in fuel

costs or availability unavailability of coal or gas

transportation or elccriic transmission services

workforce issues terrorism acts of war

catastrophic events and other events beyond

our control

the impact of industry consolidation

the impact of increased energy conservation and

usc of renewable energy

the actual outcome of uncertainties associated

with assumptions and estimates requiring

judgment when managing our business

applying cuirical accounting policies and

preparing financial statements including factors

that are estimated in determining the fair value

of energy contracts such as the
ability to

obtain market prices and in the absence of

verifiable marker prices the appropriateness of

models and model inputs including but nor

limited to estimated contractual load

obligations unit availability forward

commodity prices interest rates correlation and

volatility factors

changes in accounting principles or practices

and

cost and other effects of
legal

and

administrative proceedings and other events that

may not be covered by insurance including

environmental liabilities and liabilities associated

with catastrophic events

Given these uncertainties you should not place

undue reliance on these forward looking statements

Please see the other sections of this report and our

other periodic ueporrs
filed with the Securities and

Exchange Commission SEC for more information on

these factors These forward looking statements

represent our estimates and assumptions only as of the

date of this report

Changes may occur after that date and neither

Constellation Fnergy nor BGE assumes responsibility to

update these forward looking statements



PART
Item Business

including certain othet items in_Note to Consolidated

Financial Statements

Overview

Cnnstellation Energy is an energy company that

includes generation business Generation customer

supply business NewEnergy and BGE regulated

electric and
gas public utility

in central Maryland

References in this report to we and our are to

Constellation Energy and its subsidiaries collectively

References in this report to the regulated businesses

are to BGE
Our Generation business develops owns owns

interests in and operates electric generation facilities

and fuel processing facility located in various regions

of the United States This business also includes an

operation that manages certain contractually controlred

physical assets including generating facilities and owns

an interest in joint venture that owns and
operates

nuclear generaing facilities

Our NewEnergy business is primarily competitive

provider of energy-related products and services for

variety of customers and focuses on selling electricity

natural gas and other energy-related products to serve

customers requirements load-serving and providing

other energy products and risk management services

This business also manages our upstream natural gas

activiries designs constructs and operates renewable

energy heating cooling and cogeneration facilities and

provides home improvements sales of electric and gas

appliances and servicing of heating air conditioning

plumbing electrical and indoor air quality systems

BGE is regulated electric transmission and

distribution
utility company and regulated gas

distribution
utility company with service territory that

covers the City of Baltimore and all or part of 10

counties in central Maryland BGE was incorporated in

Maryland in 1906

On October 26 2010 we reached

comprehensive agreement with EDF Group and

affiliates EDF that restructured the relationship

between our two companies eliminated an outstanding

asset put arrangement and transferred to EDF rhe full

ownership of our prior nuclear development joint

venture UniStar Nuclear Energy LLC UNE We

discuss this comprehensive agreement in more detail in

Note to Consolidated Financial Statements

Operating Segments
The

percentages
of revenues net loss income

attributable to common stock and assets attributable to

our operating segments are shown in the tables below

We present information about our operating segments

Generation usiness
We develop own operate and maintain fossil and

renewable generating facilities hold 50.0lo interest

in nuclear joint venture rhat owns nuclear generating

facilities hold interests in qualifying facilities and

power projects in the United States and Canada totaling

9030 MW as of December 31 2010 excludes our

January 2011 acquisition of Boston Generating assets

and
manage approximately 1100 MW associated with

certain of our long-dated tolling agreements
These

agreements provide us with the contractual rights to

purchase power from third patty generation plants over

an extended period of time The output of our owned

and contractually controlled plants is managed by our

NewEnergy business and is hedged through

combination of power sales to wholesale and retail

marker participants We also provide operation and

maintenance services including testing and start-up to

owners of electric generating facilities Our NewEnergy

business meets the load-serving requirements under

various contracts using the output from our generating

fleet and from purchases in the wholesale market

We present details about our generating properties

in Item Properties

Investment in Nuclear Generating Facilities

On November 2009 we completed the sale of

49995 membership interest in Constellation Energy

Nuclear Group LLC and affiliates CENG our

subsidiary that owns our nuclear generating facilities

Unaffihiated Revenues

Holding

Company

Regulated Regulated and

Generation NewEnergy Electric Gas Other

2010 8o 68% 19o 5e

2009 73 18

2008 77 14

Net Loss Income Attributable to Common Stock

Holding

Company

Regulated Regulated and

Generation NewEnergy Electric Gas Other

2010 128o 14o 10o 400

2009 107

2008 27 76

Total Asseu

Regulated Regulated

Generatlo NewEuergy Eleceele Gas

2010 49o 19o 26o 7o

2009 53 18 21

2008 50 32 21

Holding

Company

Other Eliminations

40o 5s
19

is 24



described below The total output of these nuclear

facilities over the past three yeats is presented in the

following table

CaFvert Cliffs Nine Mile Point Ginna

Capacity Capacity Capacity

MWH Factor MWH Factor MV4TH Factor

MWH in millions

2010 14.0 94c 12.6 93c 4.9 97o

2009 14.5 96 13.1 97 4.6 91

2008 14.7 96 12.8 94 4.7 94

Represents our and CENG1 after November

2009 proportionate ownership interest

In connection with the closing of the transaction

with EDF November 2009 we entered into

power purchase agreement PPA with CENG under

which we will purchase 85 to 90cc of the output that is

not sold to third parties undet pre-existing PPAs for an

initial five year period Additionally pursuant to an

amendment to the PPA entered into in 2010 beginning

on January 2015 and continuing to the end of the

lives of the respective nuclear plants we will putchase

50.Olto and EDF will purchase 49.99c of the output

of CENGs nuclear plants We discuss this PPA in more

detail in Note 16 to Consolidated Financial Statements

Calvett Cliffs

CENG owns 100c of Calvert Cliffs Unit and Unit

Unit enteted service in 1974 and is licensed to

operate until 2034 Unit entered service in 1976 and

is licensed to operate until 2036

Nine Mile Point

CENG owns 100c of Nine Mile Point Unit and

82cc of Unit The remaining interest in Nine Mile

Point Unit is owned by the Long Island Power

Authurity LIPA Unit enrercd servicL in 1969 and is

licensed to operate
until 2029 Unit entered service in

1988 and is licensed to operate until 2046

Nine Mile Point Unir2 sells 90c of the plants

output to the former owners of the plant at an average

price of approximately $35 per MWH under a.PPA

that terminates in November 2011 The PPA is unit

contingent if the
output

is not available because the

plant is not operating there is no requitement to

provide output from othet soutces The remaining

10c of the output of Nine Mile Point Unit is

manaFcd by CENG and suld primaiily tu us and EDF

After termination of the Nine Mile Point Unit

PPA revenue sharing agreement with the former

owners of the plant will begin and continue through

November 2021 Under this agreement \vhich applies

only to CENGs ownership percentage
of Unit

predetermined strike price is compared to the market

price for electricity If the market price exceeds the

strike price then 80% of this excess amount is shared

with the former owners of the plant The average strike

price for the first year of the revenue sharing agreement

is $40.75 per
MWH The strik price increases two

percent annually beginning in the second year of the

revenue sharing agreement The revenue sharing

agreement is unit contingent and is based on the

operation of Unit

CENG exclusively operates
Unit undet an

operating agreement
with LIPA LIPA is responsible for

180c of the operating costs including decommissioning

costs and capital expenditures of Unit and has

representation on the Nine Mile Point Unit

management committee which provides certain

oversight and review functions

Ginna

CENG owns 100% of the Ginna nuclear facility Ginna

entered service in 1970 and is licensed to operate until

2029 Ginna sells approximately 90% of the plants

output
and capacity to the former owner for 10 years

ending in 2014 at an average price of $44.00 per

MWH under long-term unit-Contingent PPA The

remaining 10% of the output of Ginna is managed by

CENG and sold into the wholesale market

New Nuclear

In November 2010 as part
of our comprehensive

agreement with EDF to restructure the relationship

between our two companies we sold our 50c

ownership interest in UNE to EDE EDF is now the

sole owner of UNE and we will no longer have

responsibility for developing or financing new nuclear

projects through UNE As discussed in Note to

Consolidated Financial Statements we will cause CENG
to transfer to UNE two potential ne\v nuclear sites

upon receipt of necessary approvals

Qua15ing Facilities and Power Projects

We hold
up to 500c voting interest in 15 operating

energy projects totaling approximately 758 MW that

consist of electric generation primarily relying on

alternative friel sources fuel processing or fuel

handling facilities Thirteen of the electric generation

projts are considered qualifjting facilities under the

Public Utility Regulatory Policies Act of 1978 Each

electric generating plant sells its output to local
utility

under long-term contracts

Contracted Generation

We
manage approximately ioo MWs under three

agreements
with third

party generatots in which we

have long-dated contractual rights to purchase power

from these third party generating plants The economics

of these transactions are similar to our owned

generation



PlewEnergy Business

We are leading supplier of elecrricity natural gas and

other
energy products and services to wholesale and

retail electric and natural
gas customers

To meet our customers requirements our

NewEnergy business obtains energy from various

sources including

our generation assets

our contractually controlled generation assets

exchange-traded and bilateral
power

and natural

gas purchase agreements

unit contingent power purchases from

generation companies

tolling contracts with generation companies

which provide us the right but not the

obligation to purchase power at price linked

to the variable cost of production including

fuel with terms that generally extend from

several months up to five years and

regional power pools

During 2010 our NewEnergy business

supplied approximately 119 million megawatt

hours MWH of aggregate electricity to

distribution utilities municipalities and

residential commercial industrial and

governmental customers

provided approximately 334 million British

Thermal Units mmBTUs of natural gas to

residential commercial industrial and

governmental customers and

delivered approximately 7.8 million tons of coal

primarily to our own fleet

Our NewEnergy business also manages
certain

contractually controlled physical assets including

generation facilities excluding long-dated tolling

agreements managed by our Generation business and

natural
gas prnperries provides risk

management

services and trades energy
and energy-iclared

commodities This business also provides the wholesale

risk management function for our Generation business

as well as structured productand energy investment

activities and includes our actual hedged positions with

third parties

Our NewEnergy business also manages oui

upstream natural gas activities designs constructs and

operates renewable energy heating cooling and

cogeneration facilities and provides home improvements

sales of electric and gas appliances and servicing of

heating air canditioning plumbing electrical and

indoor air quality systems

Wholesale Customer Supply

In 2010 our wholesale NewEnergy customer supply

operation served approximately 57 million MWHs of

wholesale full requirements electricity
and zelated

load-serving products

Our wholesale NewEnergy customer supply

operation structures transactions that serve the full

energy and capacity requirements of various customers

such as distribution utilities municipalities cooperatives

and retail
aggregators

that do not own sufficient

generating capacity or have in-house supply functions to

meet their own load requirements

Retail Customer Supply

During 2010 our retail NewEnergy customer supply

operation served approximately 62 million MWHs of

electricity
load and approximately 334 million

mmBTUs 0f natural gas

Our retail NewEnergy customer supply operation

structures transactions to supply full energy and capacity

requiremenrs and provide natural gas transportation

and other
energy products and services to commercial

industrial governmental and residential customers

Contracts with these customers generally extend from

one to ten years but some can be longer

The retail NewEnergy customer supply operation

combines unified sales force with customer-centric

model that leverages technology to broaden the range
of

products and services we offer which we believe

promotes stronger customer relationships This model

focuses on efficiency and cost reduction which we

believe will provide platform that is scalable and able

capitalize on opportunities for future growth

Structured Products

Our NewEnergy business uses energy and energy-related

commodities and contracts in order to manage our

portfolio 0f energy purchases and sales to customers

through structured transactions Our NewEnergy

business assists customers with customized risk

management products in the
power gas coal and

freight markets e.g generation tolls and gas transport

and storage

Energy Investments

Our NewEnergy business has investments in
energy

assets that primarily include natural
gas

activities Our

NewEnergy business includes upstream exploration and

production and downstream transportation and

storage natural gas operations Our upstream natural

gas activities include the development exploration and

exploitation of natural
gas properties as well as an

approximately 28.5o interest in Constellation Energy

Partners LLC CEP limited liability company that

we formed CEP is pricipally engaged in the

acquisition development and exploitation of natural

gas properties We no longer have
any

active

involvement in the day-to-day operations of CEP

Porfolio Management and Trading

Our NewEnergy business transacts in energy and

energy-related commodities in order to manage our

portfolio of
energy purchases and sales to customers

through structured transactions We use economic value



Generation

21o 45%

37

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 ivalue at risk limits stop loss

limirs posirion
limirs

generarinn hedge ratios and Fuel Sources

liquidity guidelines to restrict the level of.risk in our Our
power plants use diverse fuel sources Our plants

portfolio fuel mix based oo capacity owned at December 31

In managing our portfolio we may terminate 2010 and acrual output by fuel type duiing 2010 was

restructure or acquire contracts Such transactions are as follows

within the normal course of managing our portfolio

and may materially impact the timing of our

recognition
of revenues fuel and purchased energy

expenses
and cash flows

We use both derivative and oooderivarive contracts

Capacity

Fuel Owned

Nuclear

Coal 30

in managing our portfolio of energy sales and purchase

coorracrc Alrhorrgh
suhsraorial

porrioo
of our

portfolio is hedged we are able to ideotif3c

opportunities to deploy risk capital to increase the value

of our accrual positioos which we characterize as

Natural Gas 31 13

Oil

Renewable and Alternative

Dual

Reflects our 50.010o ownershir interest in CENG

portfolio management

Active portfolio management is intended to allow

our NesvF.oergy business to

Includes solar hydro waste coal and biomass

Switches between natural
gas

and oil

manage and hedge its fixed price energy

purchase and sale commitments We discuss our risks associated with fuel in more

provide fixed-price energy
commitments to detall in Item Managementi Discussion and Analysis

customers and suppliers Risk Management

reduce
exposure ro rhe

volariliry
of marker

prices and Nuclear

hedge fuel requirements at our non-ouelear CENG our nuclear joint venture with EDF owns the

generation facilities Calvert Cliffs Nine Mile Point and Giooa nuclear

We discuss the impact of our trading activities and
generating facilities

economic value at risk in more derail in Item The supply of fuel for these nuclear generating

Ivianagements Discossion and Analysis facilities includes the

Our portfolio managemeot and trading activities purchase of uranium cooceorrares and uranium

involve the use of physical commodity inventories and hexafluoride

variety of instruments including conversion of uranium concentrates to uranium

forward contracts which commit us to hexafluoride

purchase or sc11
eoergy corurnodiries io the eorichmeor of rrraoirrro hex.iflrroride

future enrichment services and enriched uranium

swap agreements which require payments to or hexafluoride and

from eouoterpartie5s based upon the difference fabrication of nuclear fuel assemblies

between two prices for 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 coo-rmodity financial instrument or expected requirements for the next several years at these

index at predetermined price and nuclear generating facilities

futures cootracu which are exchange traded The uranium markets are competitive and while

standardized commitments to purchase or sell
prices can be volatile CENG does not anticipate

ommodiry or fiuaoeial iosrrrrmeor or make problemc in meeting its future supply reqrriremenrc

cash settlement at specified price and future

dare

Beginning in the fourth
quarter

of 2008 and

çqge of Spent Nuclear Fuel

The Nuclear Waste Policy Act of 1982 as ameoded

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 repository

activities Energy trading activities were sealed 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 CENGs
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



January 31 1998 the DOE has failed to meet its

obligation The DOES delay in taking possession of

spent
fuel has tequited CNG to undertake additional

actions and incut costs to provide on-site dry ftiel

storage at all three of its nuclear sires CENG has

installed additional capaciry at its independent spent

fuel
storage installation ISFSI at Calvert Cliffs has

constructed an ISFSI at Ginna and is constructing an

ISFSI to be placed in service at Nine Mile Point in

2012

Prior to 2010 the DOE had stated that it may

not meet irs obligation until 2020 at the earliest

During 2010 the DOE requested the withdrawal of its

license application to use Yucca Mountain as national

repository for spent nuclear fuel At this rime CENG is

not able to determine whether the DOE will be able to

commence meeting irs obligation by 2020

Each of CENGs plant subsidiaries have filed

complaints against the federal government in the U.S

Court of Federal Claims seeking to recover damages

caused by the DOEs failure to meet irs contractual

obligation to begin disposing of
spenr

nuclear fuel by

January 31 1998 The cases are currently stayed

pending litigation in other related cases Any funds

received from the DOE that represent the

reimbursement of costs incurred prior ro November

2009 the date we sold 49990 membership interest

in CENG to EDF will belong to us and any funds

represenring the reimbursement of costs incurred after

November 2009 will belong ro CENG

Cost for
Decommissioning Nuclear Facilities

When Constellation Energy sold 49.99% membership

interest in CENG on November 2009 we

deconsolidared CENG for financial reporting purposes

and as result the decommissioning trust ftsnds were

removed from our Concolidared Balance Sheetc CFNG
is obligated to decommission its nuclear power plants

after these plants cease operation

Decommissioning activities are currently projected

to be staged through the 208ó decade Any changes in

the costs or timing of decommissioning activities or

changes in the fund earnings could affect rhe adequary

of the funds to cover the decommissioning of the

plants and if there were to be shortfall additional

funding would have ro be provided by CENG CENG
has the

abiliry to request funding assistance from both

Coosrellarion Fnergy and ac the owners of

CENG

Calverr Cliffs

In March 2008 Constellation Energy BCE and

Constellation Energy affiliate entered into settlement

agreement
with the Stare of Maryland the Public

Service Commission of Maryland Maryland PSC and

certain Srare of Maryland officials The serrlemenr

agreemenr became effective on June 2008 Pursuant

ro the rerms of the serrlemenr agreement BGE

customers were relieved of the potential future liabiliry

for decommissioning Calvert Cliffs Unit and Unit

BCE will continue to collect the $18.7 million annual

nuclear decommissioning charge from all electric

customers through 2016 and continue to rebate this

amount to residential electric customers as previously

required by Maryland Senate Bill which was enacted

in June 2006

Coal

We purchase the majoriry of our coal for electric

generation under supply contracts with mine operators

and we acquire the remainder in the spot or forward

coal markers The actual fuel
quanritiec required can

vary substantially from year to year depending upon
the

relationship between energy prices and fuel costs

weather conditions and operating requirements We
believe that we will be able to renew supply contracts as

they expire or enter into contracts with other coal

suppliers Our primary coal-burning facilities have the

following requirements

Brandon ShoresUnits and

combined

CraneUnits and

combined

WagnerUnits and

combined

Assuming 100% sub-bituminous coal

Approximate
Annual Coal

Requirement

tons

We receive coal deliveries to these facilities by rail

and barge 0ver the past few years we expanded our

coal sources through variery of methods including

restructuring our rail and terminal contracts increasing

the range of coals we can consume and finding

potential other coal supply sources including limited

shipments from various international sources While we

primarily use coal produced from mines located in

central nd northern Appalachia we are using

sub-bituminous coal from the Western United States at

C.P Crane and have the abiliry to switch to using

imported coal at Brandon Shores and H.A Wagner to

manage our coal supply The timely delivery of coal

together with the maintenance of appropriate levels of

inventory is necessary to allow for continued reliable

generation from these facilities

As discussed in the Environmental Matters section

our Maryland coal-fired generating facilities must

comply with the requirements of the Maryland Healthy

Air Act HAA which requires reduction of sulfur

dioxide SO2 nitrogen oxide NO1 and mercury

emissions To comply with the HAA requirements we

2800000

1000000

800000



are planning ro burn domesric and/or import

compliance coals 1.2 lb/mmbtu SO or less at H.A

Wagner The C.R Crane atation was converted to burn

up to lOOo sub-bituminous coal in June 2010 In

March 2010 we completed installation of flue gas

desulfurization FGD equipment on both Brandon

Shores units With the FGD installation Brandon

Shores now is able to burn higher sulfur coals limit

lbs/mmbtu or approximately 3.5% sulfur while

simultaneously reducing station emissions The blend of

coals actually procured for Brandon Shores will be

optimized to achieve the lowest delivered cost while

complying with HAA limitations

We own an undivided interest in the Keystone and

Conemaugh elecrric generating plants in Western

Pennsylvania Our ownership interests in these plants

are 20.99% in Keystone and lO.56o in Conemaugh

All of the Conemaugh and Keystone plants annual coal

requirements are purchased from regional suppliers on

the open market FGD equipment was installed on

both of the Keystone units in 2009 and has been

installed on both Conemaugh units since the

mid-1990s The FGD SO restrictions on coal are

lbs/mmbtu or approximately 3.7% sulfur for the

Keystone plant and approximately 4.9 lbs/mmbtu or

3O sulfurl for rhe Conemaugh planr The blend of coal

procured is optimized to ensure compliance with station

emission limits at the lowest delivered cost

The annual coal requirements for the ACE

Jasmin and Poso plants which are located in

California are supplied under contracts with mining

operators These plants are restricted to coal with sulfur

content less than 4.0o

The primary fuel source for Panther Creek and

Colver generating facilities is waste coal These facilities

meet their annual requirements through existing reserves

of mined and processed wasre coat and rhrough supply

agreements with various terms

All of our coal requirements reflect expected

generating levels The actui fuel quantities required can

vary substantially from historical levels depending upon

the relationship between energy prices and fuel costs

weather conditions and operating requirements

However we believe that we will be able to obtain

adequate quantities of coal to meet our requirements

Gas

We purchase natural
gas storage capacity and

transportation as necessary for electric generation at

certain plants Some of our gas-fired units can use

residual fuel oil or distillates instead of
gas

Gas is

purchased under contracts with suppliers on the spot

market and forward markets including financial

exchanges and under bilateral agreements The actual

fuel quantities required can vary substantially from year

to year depending upon the relationship between energy

prices and fuel costs weather conditions and operating

requirements However we believe that we will be able

to obtain adequate quantities of gas to meet our

requirements

lii

From 2008 through 2010 our requirements for residual

fuel oil No amounted to less than 0.5 million

barrels of low-sulfur oil per year Deliveries of residual

fuel oil are made from the suppliers Baltimore Harbor

and Philadelphia marine terminals for distribution to

the various generating plant locations Also based on

normal burn practices we require approximately

8.0 million to 11.0 million gallons of distillates No
oil and kerosene annually but these requirements can

vary substantially from year to year depending upon the

relationship between energy prices and fuel costs

weather conditions and operating requirements

Disrillates are purchased from the suppliers Baltimore

truck terminals for distribution to the various

generating plant locations We have contracts with

various suppliers to purchase oil at spot prices and for

future delivery to meet our requirements

Competition

We encounter competition from companies of various

sizes having varying levels of experience financial and

human resources and differing strategies

We face competition in the market for energy

capacity and ancillary services In our NewEnergy

business we compete with international national and

regional full-service energy providers merchants and

producers to obtain competitively priced supplies from

variety of sources and locations and to utilize efficient

transmission transportation or storage We principally

compete on the basis of price customer service

reliability
and availability of our products

With respect to our Generation business we

coropere
in rhe operarion of energy-producing projecrs

and our competitors in this business are both domestic

and international organizations including various

utilities industrial companies and independent power

producers including affiliates of utilities financial

investors and banks some of which have greater

financial resources

Many states are considering different types of

regulatory initiatives concerning competition in the

power
and

gas industry which makes general

assessment of the state of competitive markets difficult

Many states continue to support or expand retail

competition and industry restructuring Other states

that were cmsidering restructuring have slowed their

plans or postponed consideration of competitive

markets In addition states that have restructured their

energy markets routinely consider new market rules

including teturn to monopoly service measures that

could result in more limited opportunities for

competitive energy suppliers like Constellation Energy

While there is activity in this area we believe there is



adequate growth potential in the euttent competitive

marker

The marker for eomnercial industrial and

governmental energy supply continues to gtow
and we

continue to expetience incteased competirivn from

enetgy and non-energy market participants on

regional and national basis in our tetail customer supply

activities Strong retail competition and the impact of

wholesale
power prices compared to the rates charged

by local utilities affects the contract margin we icceive

from our customers Recent ecouomic conditions have

increased ovetall margins reflecting an appiopriare

terurn on capital to support
the business Our

experience and expertise in assessing and managing risk

and our strong focus on customer service should help

us to remain competitive during volatile or otherwise

adverse market circumstances

Generation and NewEnergy Operatæng Statisdcs

2010 2009 2008

Gross Margin In millions

Cenerarinn 11 800 $20R2 2142

NewEnergy 1244 1079 1040

Total Gross Margin $2044 $3161 $3082

Generation In millionsMWH 02 35.1 46.0 50.9

Operatiog statistics do not reflect
the elimination of intercompany transactions

2009 reflects our IOOo ownershif in our nuclear business through November 2009 and our50.01 00 ozvnersh4p io

our nuclear business fvm November 2009 through December 31 2009 following the sale of 49.990o mnembershly

interest in cEiVG These amounts also exchide contracted generation

These amounts exclude contracted generation

EaüUmore Gas and EBectrc Company
BCE is an electric transmission and distribution utility

company and gas distribution
utility company with

service territory that covers the City of Baltimore and

all or parr of ten counties in central Maryland BGE is

regulated by the Maryland PSC md Federal Energy

Regulatory Commission FFRC with respect to rates

and other aspects of its business

BCEs electric service territory includes an area of

apprnximately 230fl square miles Theie are

municipal ot cooperative svbolcsale customers wirhin

BCEs service territory BCEs gas service territory

includes an area of approximately 800 square miles

BCEs electric and gas revenues come from many

custonmers residential commercial and industrial

Electric Business

Electric ompetition

Maryland has implemented electric customer choice and

conspetition among electric suppliers As result all

cusrnrnerc can chnnce their electric energy cupplier

which includes subsidiaries of Constellation Energy

While BGE does nor sell
electricity to all customers in

irs service territory BGE continues to deliver electricity

to all customers and provides meter reading billing

emergency response and regular maintenance

Standard_Offer Service

BCE is obligated by the Maryland PSC to provide

marker-based standard offer service SOS to all of irs

electric customers who elect nor to select competitive

cnetgy supplier The SOS rates chaiged tecover BCE

wholesale power supply costs and include an

administrative fee The administrative fee includes

shareholder return component and an incremental cost

component As discussed in Item Mauageounti

Discosion and Analysis Regulated LIes misc Business

section BGE resumed collection of the shareholder

return portion of the residential SOS administrative

ha1 ge which hsd been eliminated under sryland

Senate Bill from June 2008 through May 31
2010 without having to rebate it to all residential

electric customers Starting June 2010 BGE provides

all residential electric customers credit for the

residential return component of the administrative

charge through December 2016

Biading to supply BCEs SOS occurs from rinse to

rime through competitive bidding process approved by

the Maryland PSC Successful bidders which may

include subsidiaries of Constellation Energy execute

contracts with BCE for rerm nf three months or rsvo

years

Commercial and Industrial Customers

BCE is obligated by the Maryland PSC to provide

several variations of SOS to commercial and industrial

customers depending on customer load



Residential Costssozers

Residential customers went to full market rates in

Januaiy 2008 Puisoant to the order issued by the

Maryland PSC in Oetobe 2009 approving our

transaction with EDE Constellation Energy agieed to

fond onetinie per etistomer distiibotion iate ciedit

for BCE residential customers in 2010 totaling

$110.5 million which appioximated $100 per

eostomer In December 2009 BGE filed tariff with

the Maryland PSC stating we would give residential

costomeis rate credit of exactly $100 per customer As

iesolt BGL provided rate cicdits totaling

$112.4 million Constellation Eneigy made

$66 million equity contribution to BCE in December

2009 to fond the after-tax amount of the rate ciedit as

required by the Maryland PSC oider

In 2010 the Maryland PSC issued rate order

sothorizing BCE to incicasc electoc aisd
gas

distribution iates for service iendcred on or after

December 2010 We discuss this rate order in more

detail in Item Maoagemeotk Discussion and Analysis

Rgalation VIat yland Baie Rates section

Electric Load Il/Ianagetnent

BCE has implemented vaiioos progiams foi use when

systemoperating conditions or market economics

indicate that reduction in load would be beneficial

These programs include

tsvo options for commercial and industrial

customeis to rccltice theii electric loads

air conditioning and heat pomp contiols for

iesidential and commercial ctistomeis through

both programmable therniostats and load

coistrol devices and

residential water heater contiols

BCE is developing other programs designed to

help manage its peak demand imptove system ieliability

and improve service to customeis by giving costomers

gieater
contiol over rheit eiseigy use

In August 2010 the Mary4aod PSC appioved

compiehensive smart grid initiative for BCF which

inclodes the planned installation of million residential

and commeicial electric and
gas smart meteis at an

expected total eot of approximately $480 million

Under grant fioiss the DOE BCE is recipient of

$200 million in federal funding for otir smart grid and

other related initiatives Jhis grant allows BCE to be

reimboised for smart grid and other related

expcnditmes tip
to $200 nollion substantially iedticiog

the total cost of tlsese initiatives

The Maiyland PSC appiovcd hall portfolio of

conservation piogi ams for implementation in 2009 as

well as customer soicharge to recover the associated

costs

iransinission and Distribution Facilities

BCE maintains approximately 240 stibstations and

approximately 1300 ciicuit miles of transmission lines

throtighotit cential Marylautl ICE also maintains

approximately 24800 circtnt miles of distribution lines

The transmission Escilities ate connected to those of

neighboring titiliry systems as part
of PJM

Interconnection PJM Untler the PJM Thriff and

various agreements BCE and other market participants

can use regioisal transmission facilities foi energy

capacity and ancillary services transactions including

emergency assistance

We disctiss vii iotis FE P4 iisitiatives relating tti

wholesale electric maikets in moic detail in leetti

Maoagementy Discussion atiel Aoalytis Iydcral Regulation

section



BGE Eecti1c Operathig Staflstcs

2010 2009 2008

Revenues In millions

Residential

Excluding Delivery Service Only $1808.6 $1864.0 $1688.3

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 Setvice Only 28.7 30.4 31.3

Delivety Service Only 25.6 29.1 27.1

System Sales and Deliveries 2627.9 2714.0 2581.1

Other

Total

124.4 106.7 98.6

$2752.3 $2820.7 $2679.7

Distribution Volumes In thousands MWH
Residential

Excluding Delivery Service Only 12344 12394 12670

Delivery Service Only 1490 457 353

Commercial

Excluding Delivery Service Only 3707 3945 3957

Delivery Service Only 12537 11753 11739

Industrial

Excluding Delivery Service Only 267 270 242

Delivery Service Only 2519 25 3002

Total 32864 31576 31963

Customers hi thoioancls

Residential 1114.7 1111.9 1108.5

Commercial 118.6 118.5 117.6

Industrial 5.5 5.3 5.3

Total 1238.8 1235.7 1231.4

Primarily includes network integration transmission service revenues lace
payment charges miscellaneous service fees

and tower leasing revenues

Opeivcing .scatiscies d0 not icflece the clirninarion of incercompany riansacrions

Delivery service only refers
to BCEs deliveiy of electricity

that was purchased by the customer from an alternate
sopp

Ii ci
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Gas Business

The wholesale price of natural gas as commodity is

not subject to regulation All BGE
gas customers have

the option to purchase gas
from alternative suppliers

including subsidiaries of Constellation Energy BCE

continues to deliver gas to all customers within its

service territory This delivery service is regulated by the

Maryland PSC

BCE also provides customers with meter reading

billing emergency response regular maintenance and

balancing services

Approximately 50o of the gas delivered on BCEs

distribution system is for customers that purchase gas

from alternative suppliers These customers are charged

fees to recover the costs BGE incurs to deliver the

customers gas through our distribution system

market-based rates incentive mechanism applies

to customers that buy their gas from BCE Under this

mechanism BGEs actual cost of
gas

is compared to

market index measure of the market price of gas in

given period The difference between BGEs actual cost

and the market index is shared equally between

shareholders and customers

BGE must secure fixed-price contracts for at least

lOto but not more than 20s of forecasted system

supply requirements for flowing i.e non-storage gas

for the November through Match period These fixed-

price contracts ate not subject to shating under the

market-based rates incentive mechanism

BCE meets its natutal gas load requirements

thtough firm pipeline ttausportation and
storage

entitlements

BGEs cutrent pipeline firm trauspottation

entitlements to serve its firm loads ate 338053 DTH

pet day

BCEs current maximum
stotage

entitlements ate

297091 DTH per day To supplement its gas supply at

times of heavy winter demands and to be available in

temporary emergencies affecting gas supply BGE has

liquefied natural
gas facility

foi the

liquefaction and
storage

of natural
gas

with

total storage capacity of 1092977 DTH and

daily capacity of 311500 DTH and

propane
air

facility
and mined cavern with

total
storage capacity equivalent to 564200

DTH and daily capacity of 85000 DTH
BCE has under contract sufficient volumes of

propane for the operation of the propane air facility and

is capable of liquefying sufficient volumes of natural gas

during the summer months for operations of its

liquefied natural
gas facility during peak winter periods

BGE historically has been able to arrange

short-term contracts or exchange agreements
with other

gas companies in the event of short-term disruptions to

gas supplies or to meet additional demand

BGE also participates in the interstate markets by

releasing pipeline capacity or bundling pipeline capacity

with gas for off-system sales Off-system gas
sales are

low-margin direct sales of
gas to wholesale suppliers of

natural gas Earnings from these activities are shared

between shareholders and customers BGE makes these

sales as part of program to balance its supply of and

cost of natural gas
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BG Gas Operating Statistics

2010 2009 2008

Revenues In millions

Pesidenrial

Excluding Delivery Service Only 427.0 460.7 567.8

Delivery Service Only 22.1 19.0 19.0

our nrercial

Excluding Delivery Service Only 109.0 129.1 161.8

Delivery Set vice Only 39.8 40.4 46.4

Indusrr ial

Excludirsg Delivery Service Only 5.2 6.4 8.1

Delivery Service Only 16.7 15.2 14.5

Sysrersi
Sales and Deliveries 619.8 670.8 817.6

Off-System Sales 79.8 81.1 197.7

Other 9.8 0.4 .7

Total 709.4 758.3 $1024.0

Disrr iburiors Volumes In thonsanthDTH
Rcsiderrrial

Excludirsg Delivery Service Only 37791 37889 37675

Delivery Service Orsly 4857 4270 4119

Corssrsrer cial

Excluding Delivery Service Only 11606 12066 1220

Delivery Service Only 24329 25046 29289

Irrdustrial

Excluding Delivery Serviue Only 595 635 650

Delivery Service Only 19750 20826 18432

System Sales and Deliveries 98928 10073f 102370

Off Systenr Sales 14711 17542 18782

Total 113639 118274 121152

Cusrorrrers In thoosanels

Residential 608.6 606.8 605.0

Consrsrercial 42.9 42.9 42.8

Industrial 1.1 1.1 1.1

Total 652.6 650.8 648.9

Operating ilonitus do not reflect the elimination of intercompany transactions

Delivety set vice only refeis
to GEs delivery of gas that roas purchased by the customer from an alternate supplier

Franchises

BGE Isas rroneclusive electric and gas franchises to use

streets arsd other highways that are adequate and

suffIeierrr to permit it to engage
in its

present
business

Corrdirions of the franchises ate satisfactory

Consolidated CapitaB Requirements
0ur tntal capital requirements for 2010 were

$1.0 billiors Of this amount $0.4 billion was used in

our Gencratiors and NesvEnergy businesses and

$0.6 billiorr was used in our regulated business OVe

estirrrate our total capital requirements will be

$1.0 billion in 2011

We corstinuously review and change our capital

expenditure programs so actual expenditures may vary

from the estimate above We discuss our capital

requirements further in Item ivlanagementS Discussion

and Analysis Capital Resources section

Enviionmental Matters

The development involving site selection

environmental assessments and permitting

construction acquisition and operation of electric

generating and distribption facilities are subject to

extensive federal state and local environmental and

land use laws md regulations From the beginning

phases of development to the ongoing operation of

existing or new electric generating and distribution

facilities our activities involve compliance svith diverse

laws and regulations that address emissions and impacts

to air and water protection of natural and cultural

resources and chemical and waste handling and

disposal
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We continuously monitor federal state and local

environmental initiatives to determine potential impacts

on our financial results Aa new laws or regulations are

ptomulgated we assess their applicability and

implement the necessary modifications to put facilities

or their opetation to maintain ongoing compliance Our

capital expenditures were approximately $1.2 billion

during the five-year period 2006-2010 to comply with

existing environmental standards and regulations

including the Maryland I-IAA Our estimated

environmental capital requirements for the next three

yeats are approximately $35 million in 2011

$20 million in 2012 and $25 million in 2013

Air Quality

Federal

The Clean Air Act CAA created the basic framework

for federal and state regulation of air pollution

National Ambient Air Quality Standards NAAQS
The NAAQS are federal air quality standards authoriaed

under the CAA that establish maximum ambient air

concentrations for the following specific pollutants

smog carbon monoxide lead particulates SO
and nitrogen dioxide

In order for stares to achieve compliance with the

NAAQS the Environmental Protection Agency EPA

adopted the Clean Air Interstate Rule CAIR in March

2005 to further reduce ozone and fine particulate

pollution by addressing the interstate transport
of SO

and NO emissions from fossil fuel-fired generating

facilities located primarily in the Eastern United States

In December 2008 the United States Court of

Appeals for the District of Columbia Circuit reversed its

July 2008 decision to fully vacate CAIR and instead

remanded the issue to the EPA for reconsideration with

CAIR requirements rn remsin in effect until the EPA

takes further action he uncertainty around the

adoption of CAIR has not resulted in material change

to our emissions reduction plan in Maryland as the

emissions reduction requirements of Marylands HAA

and Clean Power Rule CPR are mote stringeqt and

applied sooner than those under CAIR However as

CAIR is replaced it could affect the market prices of

SO and NO emission allowances which could in turn

affect our financial results

In July 2010 the EPA proposed regulations to

replace the regional cap-and-trade program under AIR
with program that would require each of 31 eastern

states and the District of Columbia to reduce SO and

NO emissions Depending on the
scope of any

final

regulations that may be adopted by the EPA which is

expected to occur in July 2011 and any plans that may

be adopted by the states in which our plants are

located additional regulation could result in additional

compliance requirements and costs that could be

material

In January 2010 the EPA proposed rules to adopt

NAAQS for ozone that are stricter than the NAAQS

adopted in March 2008 based on the EPAs

reevaluation of scientific evidence about ozone and

ozones effects on humans and the environment The

final standard is expected to be adopted in 2011 In

June 2010 the EPA adopted stricter NAAQS for

SO2 We are unable to determine the impact that

complying with the stricter NAAQS for ozone or SO2

will have on our financial results until the states in

which our generating facilities are located adopt plans

to meet the new standards However costs associated

with compliance with these plans could be material

In December 2006 the United States Court of

Appeals for the District of Columbia Circuit ruled that

requirements to impose fees on large emissions sources

in areas that have not attained the NAAQS based on

the previous ozone standard Section 185 fees which

had been rescinded by the EPA in May 2005 remained

applicable retroactive to November 2005 and remanded

the issue to the EPA for reconsideration petition to

the United States Supreme Court to hear an appeal was

denied in January 2008 The EPA issued Section 185

fee guidance to the states in January 2010 that

contained flexible state alternatives to meet the

requirements States in which we operate have not

finalized their approach for implementing the

requirements and consequently we are unable to

estimate the ultimate financial impact of this matter in

light of the uncertainty suuounding tlse anticipated

EPA and state rulemakings However the final

resolution of this matter and any fees that are

ultimately assessed could have material impact on our

financial results

In September 2006 the EPA adopted stricter

NAAQS for particulate matter We are unable to

determine the impact that complying with the stricter

NAAQS fos particulate matter will have on our

financial results until the states in which our generating

facilities are located adopt plans to meet the new

standard

Hazardous Air Pollutant Emissions

In March 2005 the EPA finalized the Clean Air

Mercury Rule CAMR to reduce the emissions of

mercury from coal-fired facilities through market-

based cap and trade program CAMR was to affect all

coal or waste coal fired boilers at nut generating

facilities However ih February 2008 the United States

Court of Appeals for the District of Columbia Circuit

struck down CAMR In
response to that decision and

as result of court settlement with number of

parties the EPA is under consent order to propose

rule by March 2011 and to finalize new hazardous air

pollutant emission standards by November 2011 Any

new standards that require the installation of additional

emissions control technology beyond what is required

under Marylands HAA and CPR which are discussed
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below may require us ro incur additional costs which

could have material effect on our financial results

New Source Review

In connection with its enforcement of the CAAs new

source review requirements in 2000 the EPA requested

information relating to modifications made to our

Brandon Shores C.R Crane and Wagner plants

located in Maryland The EPA also sent similar but

narrower information
requests to Keystone and

Conemaugh two of our newer Pennsylvania coal

burning plants in which we have an ownership interest

We responded to the EPA in 2001 and as of the date

of this report the EPA has taken no further action

As discussed in Note 12 to Consolidated Financial

Statements in January 2009 the EPA issued Notice of

Violation to one of our subsidiaries alleging that the

Keystone plant located in Pennsylvania of which

own 20.99% interest performed various capital

projects without complying with the new source review

requirements

Based on the level of emissions control that the

EPA and states are seeking in new source review

enforcement actions we believe that material additional

costs and penalties could be incurred and planned

capital expenditures could be accelerated if the EPA

was successful in
any future actions regarding our

facilities

State

Maryland has adopted the HAA and the CPR which

establish annual SO NO and
mercury emission caps

for specific coal-fired units in Maryland including units

located at three of our facilities The requirements of

the HAA and the CPR for S0 NO and mercury

emissions are more stringent and apply sooner than

those required under federal requiremenrc kewice

Massachusetts has comprehensive air emissions standards

in place that are more stringent than the federal

standards so impending regulations are not anticipated

to cause additional costs to our natural gas and oil-fired

units in Massachusetts In Pennsylvania regulations

adopted requiring coal-fired generating facilities to

reduce
mercury emissions were ruled invalid by

Pennsylvania court in January 2009

Maryland has also adopted opacity regulations

consistent with its commitment ro resolve long-standing

industry concerns about rhe prinr regularinnc

continuous compliance requiremenrs and is in the

process of obtaining the EPAs approval of Marylands

state implementation plan SIP for these regulations

While EPA approval of Marylands SIP is being

obtained the opacity regulations are being implemented

in manner that will enable our plants to remain in

compliance We anticipate that the regulations under

the EPA-approved SIP will be consistent with the

regulations as currently implemented

Capital Expenditure EstimatesAir Quality

We
expecr to incur additional environmenral capital

spending as result of complying with the air quality

laws and regulations discussed above To comply with

Hj\j\ and CPR we will install additional alr emission

control equipment at our coal-fired generating facilities

in Maryland and at our co-owned coal-fired facilities in

Pennsylvania to meet air quality standards We include

in our estimared environmental capital requirements

capital spending for these air quality projects which we

expect will be approximately $20 million in 2011

$15 million in 2012 $25 million in 2013 and

$25 million from 2014-2015

Our estimates are subject to significant

uncertainties including the timing of
any additional

federal andlor state regulations or legislation such as

any regulations adopted by the EPA in response to the

court decision striking down CAMR the

implementation timetables for such regulation or

legislation and the specific amount 0f emissions

reductions that will be required at our facilities As

result we cannot predict our cairal spending or the

scope or timing of rhese projects with certainty and the

actual expenditures scope and timing could differ

significantly from our estimates

We believe that the additional air emission control

equipment we plan to install will meet the emission

reduction requirements under l-IAA and PR If

addirional emission reductions still are required we will

assess our various compliance alternatives and their

related costs and although we cannot yet estimate the

additional costs we may incur such costs could be

material

Global Climate Change

In
response to the anticipated challenges of global

climate change we believe it is imperative to slow
stop

and reverse the growth in greenhouse gas
emissions

Climate change could
pose physical risks such as more

frequenr or more extreme weather events that could

affecr our systems and operations however uncertainty

remains as to the timing and extent of any direct

climare-related impacts ro our systems and operations

Extrenle weather can affect the supply of and demand

for electricity natural
gas and fuels and these changes

may impact the price of energy commodities in both

the spor marker and the forward market which may

affect our financial results In addirion exrreme wearher

typically increases deniand for
electricity and gas from

BGEs customers

There is continued likelihood that greenhouse gas

emissions regulation will eventually occur at the

inrernarional or federal level andlor continue to occur at

the stare level although considerable uncertainty remains

as to the nature and timing of such regulation Climate

related legislation was introduced in the last several

United States Congress sessions but was not enacted In

September 2009 the EPA issued an endangerment and
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cause or contribute finding for greenhouse gases under

the Clean Air Act and in 2010 finalized changes to its

air construction and operafing permit programs to

incorporate greenhouse gases as pollutants subject to air

permits Beginning in 2011 in certain instances

additional greenhouse gas emissions resulting from the

construction or modification of large facilities subject to

the EPAs permit programs
which include

power plants

will be required to be controlled through the use of the

best available control technology as determined by the

EPA before an air emissions permit will be issued If

we were to modifr our generating plants out costs to

comply with these requirements could be material

depending on the modifications made

Maryland and Massachusetts are participants in the

Northeast Regional Greenhouse Gas Initiative RGGI
Under RGGI the states auction carbon dioxide C02
allowances associated with power plants which inclæde

plants owned by us Auctions have occurred quarterly

since September 2008 Although we did not incur

material costs in these auctions we could incur material

costs in the future to purchase allowances necessary to

offset CO2 emissions from our plants Although we

participate in RGGI we believe patchwork of climate

policy and regulatory approaches across different states

regions or industry sectors has the potential to

inequitably raise costs to particular businesses and/or

drive the reallocation of emissions without actually

achieving the desired overall reduction of emissions

In addition California has adopted regulations

requiring our generating facilities in California to

submit greenhouse gas emissions data to the state More

recently in December 2010 the California Air

Resources Board approved declining cap and trade

ptogram
for

electricity suppliers beginning in 2012

aimed at achieving 15s reduction in CO emissions

by 2020 as compared with 2012 It is not possible to

determine the scope of the impact of this program on

our business or financial results until the details of the

program are made public but the impact could be

material

We continue to monitor international

developments and proposed federal and state legislation

and regulations and evaluate the potential impact on

our operations In the event that additional greenhouse

gas
emissions reduction legislation or regulations are

enacted we will assess our various compliance

alternatives which may include installation of additional

environmental controls modification of operating

schedules or the closure of one or more of our

coal-fired generating facilities and our compliance costs

could be material

However to the extent greenhouse gas emissions

are regulated through federal mandatory cap and

trade greenhouse gas emissions program we believe our

business could also benefit Our generation fleet has an

overall CO emission rate that is lower than the

industry average with substantial amount of the fleets

output coming from nuclear and hydroelectric plants

which generate significantly lower CO2 emissions than

fossil fuel plants We also have Øxperience trading in the

matkets for emissions allowances and renewable
energy

credits and our NewEnergy business has expertise in

providing renewable energy products and services to

retail customers

Water Quality

The Clean Water Act established the basic framework

for federal and state regulation of water pollution

control and requires facilities that discharge waste or

storm watet into the waters of the United States to

obtain permits

Water Intake Regulations

The Clean Water Act requires cooling water intake

structures to reflect the best technology available for

minimizing adverse environmental impacts In July

2004 the EPA published final rules under the Clean

Water Act for existing facilities that establish

performance standards for meeting the best technology

available for minimizing adverse environmental impacts

We currently have eight facilities affected by the

regulation In January 2007 the United States Court of

Appeals for the Second Circuit ruled that the EPAs rule

did not propedy implement the Clean Water Act

requirements in number of areas and remanded the

rule to the EPA for reconsideration

In response to this ruling in July 2007 the EPA

suspended the second phase of the regulations pending

further tulemaking and directed the permitting

authotities to establish controls for cooling water intake

sttuctures that reflect the best technology available for

minimizing adverse environmental impacts In

December 2008 the United States Supreme Court

heard an appeal of the Second Circuits decision relating

to the application of cost-benefit analysis to best

technology avallable decisions and ruled in April 2009

that the EPA has right to consider cost-benefit

analysis in such decisions

The EPA is expected to propose new regulations in

March 2011 and we will evaluate our compliance

options in light of those proposed tegulatlons Until the

new tegulations are finalized which is expected in July

2012 water intake compliance will be determined in

accordance with the EPAs July 2007 order and relevant

state regulations and interpretations Depending on the

scope
of

any new regulations that may be adopted by

the EPA our compliance costs could be material

In March 2010 the New York Department of

Envitonmental Conservation issued drafr policy

designating closed-cycle cooling as the best technology

available for cooling water intake structures for

minimizing adverse environmental impacts At this time

we cannot predict whether this policy will be adopted

However if the policy is adopted and CENG is
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required to retrofit its two oucleat generating facilities

in New York to implement this technology out share of

the compliance costs coul4
be material

Hazardous and Solid Waste

Our coal-fired generating facilities produce

approximately two and half million tons of

combustion by-products ash each year The EPA

announced in 2007 its intention to develop national

standatds to regulate this material as non-hazardotis

waste and has been developing or considering

regulations governing the placement of ash in landfills

surface impoundments sand/gravel surface mines and

coal mines In 2009 following the Tennessee Valley

Authority ash release the EPA announced it is

considering regulating ash as hazardous waste

Depending on its final scope additional federal

regulation has the potential to result in additional

compliance requirements and costs that could be

material In addition the Maryland Department of the

Environment finalized regulations governing the

disposal storage use and placement of ash in December

2008

As result of these regulatory proposals and our

current ash generation projections we are exploring our

options for the management of ash including

construction of an ash placement facility Over the next

five years we estimate that our capital expenditures for

this project will be approximately $20 million Our

estimates are subject to significant uncertainties

including the timing of any regulatory change its

implementation timetable and the scope of the final

requirements As result we cannot predict our capital

spending or the scope and timing of this project with

certainty and the actual expenditures scope and timing

could differ significantly from our estimates

In May 2010 the EPA proposed rules to regulate

coal combustion by-products such as fly ash either as

special hazardous waste or as nonhazardous waste

Depending on the scope of any final rules that are

adopted additional federal regulation has the potential

to result in additional compliance requiremersts and

costs that could be material

Employees
Constellation Energy and its consolidated subsidiaries

excluding CENG which was deconsolidated on

November 2009 had approximately 7.600 employees

at December 31 2010

Available Information

Constellation Energy maintains website at

eonstellatioo.eom where copies of our annual
reports on

Form 10-K quarterly reports on Form 10-Q current

reports on Form 8-K and any amendments may be

obtained free of charge These rgports are posted on our

website the same day they are filed with the SEC The

SEC maintains website see.gov where copies of our

filings may be obtained free of charge The website

address for BGE is bge.com These website addresses are

inactive textual references and the contents of these

websites are nor part of this Form 10-K

In addition the website for Constellation Energy

includes copies of our Corporate Governance

Guidelines Principles of Business Integrity Corporate

Compliance Program Insider Trading Policy Policy and

Piocedures with respect to Related Person Transactions

Information Disclosure Policy and the charters of the

Audit Compensation and Nominating and Corporate

Governance Committees of the Board of Directors

Copies of each of these documents may be printed

from our website or may be obtained from

Constellation Energy upon written request to the

Corporate Secretary

The Principles of Business Integrity is code of

ethics that applies to all of our directors officers and

employees including the chief executive officer chief

financial officer and chief accounting officer We will

post any amendments to or waivers from the

Principles of Business Integrity applicable to our chief

executive officer chief financial officer or chief

accounting officer on our website

Item IA Risk Factors

You should consider casfdly the following risks a/ong

with the other information contained in this Form 10-K

f/se is/n and nncertaintsec described he/ow are not the

osdy ones that may aJfect us Additional risks and

ancertaintics a/so nzay adversely affect our business and

operationc inc/siding those discussed in Item

ManagemenD Discussion and Analysis If any of the

following events actually occus our business and financial

results could be materially adversely aflected

Economic conditions and instability in the

financial markets could negatively impaot our

business

Our operations are affected by local national and

worldwide economic conditions The consequences of

slow recovery from recession or new recession may

include lower level of economic activity and

uncertainty regarding energy prices and the capital and

commodity markets lower level of economic activity

may continue to result in decline in energy

consumption an increase in customers inability to pay

their accounts and lower commodity prices These

impacts may adversely affect our financial results and

future growth
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Instability in the financial markets as result of

recession or otherwise may affect the cost of capital

and our ability to raise capital We
rely on the capital

and banking markets as well as the periodic use of

commercial paper to the extent available to meet our

financial commitments and short term liquidity needs if

internal funds are not available from our operations We

also use letters of credit issued under our credit facilities

to support our operations Disruptions in the capital

and credit markets as result of uncertainty reduced

alternatives or failures of significant financial

institutions could adversely affect our access to liquidity

needed for our businesses including our ability to

secure credit facilities and refinance debt that comes

due and our ability to complete other alternatives we

are exploring In addition such disruptions could

adversely affect our ability to draw on our credit

facilities Our access to funds under those credit

facilities is dependent on the
ability

of the banks that

are parties to the facilities to meet their funding

commitments Those banks may not be able to meet

their funding commitments to us if they experience

shortages of capital and liquidity oi if they experience

excessive volumes of borrosving requests from borrowers

within short period of time The disruptions in

capital and credit markets may also result in higher

interest rates on publicly issued debt securities and

increased costs associated with commercial paper

borrowing and under bank credit facilities

Any disruptions could require us to take measures

to conserve cash until the markets stabilize or until

alternative credit arrangements or other funding for our

business needs can be arranged Such measures could

include deferring capital expenditures further changing

our strategies to reduce collateral-posting requirements

and reducing or eliminating future dividend payments

or othet discretionary uses uf cash The inability to

obtain the liquidity needed to meet our business

requitensersts or to obtain such liqtridity on terms that

are favorable to us ouldrhave material adverse effect

on our business results of operations and financial

condition If entities with which we do business are

unable to raise capital or access the credit markets they

may be unable to perform their obligations or make

payments under agreements we have with them

Defaults by these entities may have an adverse effect on

our financial results

Our NewEnergy business may incur substantial

costs and liabilities and be exposed to price

volatility and counterparty performance risk as

result of its participation in the wholesale energy

markets

We purchase and sell
posver and fuel in markets

exposed to significant risks including price volatility
for

electricity
and fuel and the credit risks of counterparties

with which we enter into eonu-aets

We use various hedging strategies in an effort to

mitigate many of these risks HLwever hedging

transactions do not guard against all risks and are not

always effective as they are based
upon predictions

about future market conditions The inability or failure

to effectively hedge assets or fuel or power positions

against changes in commodity prices interest rates

counterparty
credit risk or other risk measures could

significantly impair our future financial results

Exposore to electricity price volatility
We buy and

sell
electricity

in both the wholesale bilateral markets

and spot markets which
expose us to the risks of tising

and
falling prices in those markers and our cash flows

may vary accordingly At any given time the wholesale

spot matker price of
electricity

for each hour is

generally determined by the cost of supplying the next

unit of
electricity to the market during that hour This

is highly dependent on the regional generation market

In many eases the next unit of
electricity supplied

would be supplied from genersting stations fueled by

fossil fuels primarily coal natural gas and oil

Consequently the open market wholesale price of

electricity may reflect the cost of coal natural gas or oil

plus the cost to convert the fuel to electricity
and an

appropriate return on capital Therefore changes in the

supply and cost of coal natural gas and oil may impact

the open market wholesale price of electricity

pottion of our power generation facilities

opetates wholly or partially without long tetm power

purchase agreements As tesult powet from these

facilities is sold on the spot nsatket or on shortterm

contractual basis xvhich if not fully hedged may affect

the olatility of our finarseial results

Fvposorv to Jiul co3t volatility Currently

power generation facilities purchase portion of their

fLrel tbtough short term contracts or on the spot

markei FLrcl prices can bc vularile arid the price that

can be obtained for power produced from such fuel

may not change at the same rate as fuel costs In

addition new sources of natutal gas supplies from

domestic shale production as well as rising liquid

natural gas LNG exports could increase the long-term

supply of natural
gas

and create fundamental and

longlasting decline in natural gas prices Lower natural

gas prices could contribute to decline in power

generation prices that could have an adverse effect on

our financial results and cash flows As result fuel

price changes may adversely affect our financial results

E.vposore to coieoteparty peiformaoee Our

NexvEnergy birsiness enters into transactions with

ntrmerous third par ties commonly referred to as

counterparties In these
arrangements we are exposed

to the credit risks of our eounterparries and the risk

that one or niore counterparties may fail to perform

tinder their obligations to make
payments or deliver fuel

or posver
In addition we enter into various wholesale

transactions through Indepersdent System Operators

ISOs Ihese ISOs are exposed to counrerparry
credit
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risks Any losses relating to counterparty defaults

impacting the ISOs are allocared to and borne by all

other marker participants in rhe ISO These risks are

exacerbated during periods of commodity price

fluctuations If counterparty were to default and we

were to liquidate all contracts with that eiirity out

ctedit loss would include the loss in value of derivative

contracts recorded at fair value the amount owed for

settled transactions and additional payments if any

that we would have to make to settle unrealized losses

on accrual contracts Defaults by suppliers and other

counterparries may adversely affect our financial results

Changes in the prices of commodities initial

margin requirements collateral posting

asymmetries and types of collateral impact our

liquidity requirements

Our businesses are exposed to market fluctuations in

the price and transportation costs of electricity natural

gas coal and other commodities We seek to mitigate

the effect of these fluctuations through various hedging

strategies which may require the posting of collateral by

both us and our counterparries Changes in the prices

of commodities and initial margin requirements for

exchange-traded contracts can affect the amount of

collateral that must be posted depending on the

particular position we hold

There are certain asymmetries relating to the use

of collateral that create liquidity requirements for our

Generation and NewEnergy businesses These

asymmetries arise as result of our actions to be

economically hedged as well as market conditions or

convenrions for conducting business that result in some

transactions being collateralized while others are nor

including

In our NesvEnergy business we generally do

nor receive collateral under contractual

obligations to supply our customers but

may hedge these transactions through purchases

that genetally require us to post collateral

In our Generation operation we may have to

post collateral oii ourpower sale or fuel

purchase contracts

As result significant changes in the prices of

commodities and margin requirements for exchange-

traded contracts could require us to post additional

collateral from rime to rime without our counterparries

having to post
cash collateral to us which could

adversely affect our overall liquidity and ability to

finance our operations and in turn could adversely

affect our credit ratings Additionally posting letters of

credit to counterparties to meet collateral requirements

adversely impacts our liquidity while the receipt of

letters of credit as collateral does nor improve our

liquidity

Reduced liquidity in the markets in which we

operate could impair our ability to appropriately

manage the risks of our operations

We are an active participant in energy markers through

compcririvc energy
busincsscs The liquidity of

regional energy markets is an important factor in our

ability to manage
risks in these operations Over the

past several years marker participants in the meichanr

energy business have ended or significantly reduced

their activities as result of several factors including

government investigations changes in marker design

and dererioraring Lredit quality As result sevetal

regional energy markers experienced significant decline

in liquidity which in ruin has impacted our ability to

enter into certain types of transactions to manage our

risks for settlement periods beyond 18 to 24 months

Liquidity in the energy markets can be adversely

affected by various factors including price volatility
and

the availability of credit As result future reductions

in liquidity may restrict our ability to
manage our risks

and this could impact our financial results

We often rely on single suppliers and at times on

single customers exposing us to significant

financial risks if either should fail to perform

their obligations

We often rely on single supplier for the provision of

fuel water and other services required for operation of

facility
and at times we rely on single customer or

few customers to purchase all or significant portion

of
facilitys output in some cases undei long-term

agreements
that provide the support for any piojccr

debt used to finance the
facility

The failure of any one

customer or supplier to fulfill irs contractual obligations

could negatively impact our financial results

We may not fully hedge our Generation and

NewEnergy businesses or other market

positions against changes in commodity prices

and our hedging procedures may not work as

planned

To lower our financial exposure related to commodity

price fluctuations we routinely enter into contracts to

hedge portion of our purchase and sale commitments

weather positions fuel requirements inventories of

natural gas coal and other commodities and

competitive supply obligations As part
of this strategy

we routinely utilize fixed price forwaid physical

purchase and sales contracts furuies financial swaps

and option contracts traded in the over-the counter

markers or on exchangds However we may nor cover

the enrire exposure of our assets or positions to marker

price volatility and the coverage
will

vary over time

Fluctuating commodity prices may negatively impact

our financial results to the extent we have unhedged

posiriolls

In addition risk management tools and metrics

such as economic value at risk duly value at risk and

stress resting are based on historical price movements If

price movements significandy or persistently deviate
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from historical behavior risk limits may not fully

protect us from significant losses

Our risk
management policies and procedures may

not always work as planned As result of these and

other factors we cannot predict with precision The

impact that risk
management

decisions may have on

our financial results

The use of derivative and nonderivative

contracts in the normal course of business could

result in financial losses that negatively impact

our financial results

We use derivative instruments such as swaps options

futures and forwards as well as nonderivative contracts

to manage our commodity and financial market risks

and to engage
in trading activities We could recognize

financial losses as result of
volatility

in the market

values of these contracts or if counterparty fails to

perform

In the absence of actively quoted market prices

and pricing information from external sources the

valuation of derivative instruments involves

managements judgment or use of estimates As result

changes in the underlying assumptions or use of

alternative valuation methods could affect the reported

fair value of these contracts

Additionally the settlement of derivative

instruments could reflect realized value that differs

from our reported estimates of fair value

Inaccurate assumptions and estimates in the

models we use could adversely impact our

financial results

We deploy many models to value merchant contiaets

derivatives and assets to dispatch power
from our

generation plants and to measure the risks and costs of

various transactions and businesses Also significant

portion of our business relies on the assumptions

underlying the forecasting of customer load correlations

between prices of energy commodities and weather and

the creditworthiness of
put customers and other third

parties Inaccurate estimates df various business

assumptions used in those models could create the

mispricing of customer contracts and assets or the

incorrect measurement of key risks relating to our

portfolios and businesses that could adversely impact

our financial results

Poor market performance will affect our pension

plan investments which may adversely affect

our liquidity and financial results

At December 31 2010 our qualified pension obligation

was approximately $129 million
greater

than the fair

value of our plan assets The performance of the capital

markets will affect the value of the assets that are held

in trust to satisfy our future obligations under our

qualified pension plans decline in the market value

of those assets or the failure of those assets to earn an

adequate return may increase our funding requirements

for these obligations which may adversely affect our

liquidity and financial results

The operation of power generation facilities

involves significant risks that could adversely

affect our financial results

We own operate and have ownership interests in

number of power generation facilities The operation of

power generation facilities involves many risks

including start-up risks bieakdown or failure of

equipment transmission lines substations or pipelines

use of new technology the dependence on specific

fuel source including the transportation of fuel or the

impact of unusual or adverse weather conditions

including natural disasters such as hurricanes or

environmental compliance as well as the risk of

performance below expected or contracted levels of

output or efficiency This could result in lost revenues

and/or increased
expenses Insurance warranties or

performance guarantees may not cover any or all of the

lost revenues or increased
expenses including the cost

of replacement power portion of our generation

facilities were constructed many years ago
Older

generating equipment may require significant capital

expenditures to keep it operating at peak efficiency

This equipment is also
likely to require periodic

upgrading and impruvcmenr Breakduwn ur failurc

one of our operating facilities may prevent the
facility

from performing under applicable power sales

agreements which in certain situations could result in

termination of the
agreement or incurring liability

for

liquidated damages

Our Generation business may incur substantial

costs and liabilities due to our ownership

interest in nuclear generating facilities

We indirectly own substantial inteiests in nuclear
power

plants Operation of these plants exposes us to risks in

addition to those that result fioni owning and operating

non-nuclear power generation facilities These risks

include normal operating risks for nuclear facility and

the risks of nuclear accident

Nuclear Operating Risks Fhe operation of nuclear

generating facilities involves routine operating risks

including

mechanical or structural problems

inadequacy or lapses in maintenance protocols

impairment of reactor operation and safety

systems due to human or mechanical error

costs of
storage handling and disposal of

nuclear materials including the availability or

unavailability of permanent repository for

spent nuclear fuel

regulatory actions including shut down of units

because of public safety concerns whether at

our plants or other nueleat
operatois

limitations on the amounts and
types

of

insurance
coverage commercially available
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uncertainties regarding both technological and

financial aspects of decommissioning nuclear

generating facilities and

environmental tisks including risks associated

with changes in environmental
legal

requirements

Nnclear Accident Risks In the event of nuclear

accident the cost of propetty damage and other

expenses
incurred may exceed the insurance coverage

available from both private sources and an industry

retrospective payment plan In addition in the event of

an accident at out nuclear joint venture or another

participating insured partys nuclear plants we or

CENG could be assessed tetrospective insurance

premiums because all nuclear plant opetatots

contribute to nationwide catastrophic insutance fund

In instances whete CENG is the member insured we

have guatanteed our share of CENGs performance

Uninsuted losses ot the
payment

of retrospective

insurance premiums could each have material adverse

effect on our financial results

We are subject to numerous environmental laws

and regulations that require capital

expenditures increase our cost of operations

and may expose us to environmental liabilities

We are subject to extensive federal state and local

environmental statutes tules and regulations relating to

air quality water quality waste management wildlife

protection the management of natural resources and

the protection of human health and safety that could

among other things requite additional pollution control

equipment limit the use of cettain fuels restrict the

output of certain facilities or otherwise increase costs

Significant capital expenditures operating and other

costs are associated with compliance with environmental

requirements and these expenditures and costs could

become even mote significant in the future as tesult

of regulatory changes

Examples of potential future regulatory changes

include additional regulation of greenhouse gas

emissions at the federal regional and/or state level

heightened enforcement of new source review

requirements increased regtilarion of coal combustion

by-products and mandated investment in maximum

achievable control technology or renewable energy

resources One or mote of these changes could increase

our compliance and operating costs or require

significant commitments of capital

We are subject to liability under environmental

laws for the costs 0f remediating environmental

contamination Remediation activities include the

cleanup of current facilities and former properties

including manufactured gas plant operations and offsite

waste disposal facilities The remediation costs could be

significantly higher than the liabilities recorded by us

Also our subsidiaries are currently involved in

proceedings relating to sites where hazardous substances

have been released and may be subject to additional

proceedings in the future

We are subject to legal proceedings by individuals

alleging injury from
exposure to hasardous substances

and could incur liabilities that may be material to our

financial results Additional proceedings could be filed

against us in the future

We may also be required to assume environmental

liabilities in connection with future acquisitions As

result we may be liable for significant environmental

remediation costs and other liabilities arising from the

operation of acquired facilities which may adversely

affect our financial results

We and BGE in particular are subject to

extensive local state and federal regulation that

could affect our operations and costs

We are subject to regulation by federal and state

governmental entities including the FERC the NRC
the Maryland PSC and the

utility commissions of other

states in which we have operations In addition

changing governmental policies and regulatory actions

can have significant impact on us Regulations can

affect for example allowed rates of return requirements

for plant operations recovery 0f costs limitations on

dividend payments and the regulation or re-regulation

of whnlecale and retail cnmpetition

BGEs distribution rates are subject to regulation

by the Maryland PSC and such rates ate effective until

new rates are approved If the Maryland PSC does not

approve adequate new rates BCE might not be able to

recover certain costs it incurs or earn an adequate rate

return In addition limited categories of costs are

recovered through adjustment charges that are

periodically reset to reflect current and projected costs

Inability to recover material costs not included in rates

or adjustment clauses could have an adverse effect on

our or BGEs cash flow and financial position

Energy legislation enacted in Maryland in June

2006 and April 2007 mandated that the Maryland PSC

review Marylands competitive electricity market

Although the settlement agreement reached with the

State of Maryland in March 2008 terminated certain

studies relating to the 1999 deregulation settlement the

State-of Maryland is still undertaking re0iew of the

Maryland electric industry and market structure to

consider various options for providing standard offer

service to residential customers including re-regulation

We cannot at this time predict the final outcome of this

review or how such outcome may affect our or BGEs

financial results but it could be material

The Dodd Frank Wall Street Reform and

Consumer Protection Act provides for new regulatory

regime for derivatives Final regulations may address

collateral requirements exchange margin cash postings

and other aspects of derivative transactions which if

applicable to us despite being an end user of derivatives

could require us to post additional cash collateral or

otherwise have material adverse effect on our business
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We are also subjecr to mandatory reliability

standards enacted by the North American Electric

Reliability Corporation NERC and enforced by the

FEEC Compliance with the mandatnry reliability

standards may subject us to higher operating costs and

may result in increased capital expenditures If we are

found to be in noncompliance with the mandatory

reliability standards we could be subject to sanctions

including substantial monetary penalties The State of

Maryland also is considering legislative or regulatory

changes that would impose reliability
and quality of

service standards on electric and gas companies

including penalties for failure to meet those standards

Further federal and/or state regulatory approval

may be necessary for us to complete transactions As

part of the regulatory approval process governmental

entities may impose terms and conditions on the

transaction or our business that are unfavorable or add

significant additional costs to our future operations

The regulatory and
legislative process may restrict

our ability to grow earnings in certain parts of our

business cause delays in or affect business planning and

transactions and increase our or BCEs costs

We operate in competitive segments of the

electric and gas industries created by federal

and state restructuring initiatives If competitive

restructuring of the electric or gas industries is

reversed discontinued restricted or delayed

our business prospects and financial results

could be materially adversely affected

The regulatory environment applicable to the electric

and natural
gas

industries has undergone substantial

changes as result of restructuring initiatives at both

the state and federal levels These initiatives have had

significant impact on the nature of the electric and

natural
gas

industries and the manner in which their

participants conduct their businesses We have targeted

the competitive segments
of the electric and natural

gas

industries created by these initiatives

Energy companies have been under increased

scrutiny by state legislatures regulatory bodies capital

markets and credit rating agencies This increased

scrutiny could lead to substantial changes in laws and

regulations affecting us including modifications to the

auction processes in competitive markets and new

accounting standards that could change the way we are

requited to record revenues expenses assets and

liabilities Proposals in the State of Maryland from time

to time relating to the structure of the electric industry

in Maryland and various options for re-regulation of the

industry are examples of how these laws and regulations

can change In addition other states are seeking more

direct ways to affect the results of wholesale capacity

markets including legislation adopted in New Jersey

that provides guaranteed cost recovery for the

development of up to 2000 MWs of generation in

exchange for the new generation clearing in the PJM

capacity market We cannot predict the future

development of regulation or legislation in rhese

markets or the ultimate effect rht this changing

regulatory environment will have on our business

If enmpetirive recrrllcntring of the rrl and

natural
gas

markets is reversed discontinued testricred

or delayed or if
legislative or regulatory proposals are

implemented in manner adveise to us our business

prospects
and financial results could be negatively

impacted

Our financial results may be harmed if

transportation and transmission availability is

limited or unreliable

We have business operations throughout the United

States and in Canada As result we depend on

transportation and transmission facilities osvned and

operated by utilities and other
energy companies to

deliver the electricity natural
gas

and other related

products we sell to the wholesale and tetail markets as

well as the natural gas and coal we purchase to supply

some of our generating facilities If transportation or

transmission is disrupted or capa.city is inadequate our

ability to sell and deliver pioducts may be hindered

Such disruptions could also hinder our ability to

provide electricity coal or natural
gas to our customers

or power plants and may materially adversely affect our

financial results

BGEs electric and gas infrastructure may require

significant expenditures to maintain and is

subject to operational failure which could result

in potential liability

Much of BGEs electric and gas opetational systems and

infrastructure such as gas mains and pipelines and

electric transmission and distribution equipment has

been in service for many years Older eqtopment even

if maintained in accordance with good utility practices

is subject to operational failote including doe to events

that are beyond BCEs conriol aod ntas teqoite

significant expenditures to operate ci ficiently

Operational failtire could result io potential liability if

such failure results in damage to pinperty 01 injury to

individuals As tesult eleettie and gas infiastructure

expenditures and operational failure of equipment could

have an adverse effect on oot or BCEs financial

results

Our NewEnergy business has contractual

obligations to certain customers to provide full

requirements service which makes it difficult to

predict and plan for load requirements and may
result in reduced revenues and increased

operating costs to our business

Our NewEnergy business has contractual obligations to

certain customers to supply full requirements service to

such customers to satisfy
all or poition of their

energy

requirements The uncertainty regarding the amount of

load that our NewEnetgy business must be prepared to

supply to customers may increase out opetaring costs

The process of estimating the load requitensents of otir
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customers is complicated by potential variability in

demand resulting from extreme changes in weather and

economic factors affecting our customers significant

under- or over-estimation of load requirements could

result in our NewEnergy business not having enough

power or having too much
power to cover its load

obligation in which case it would be requited to buy or

sell power from or to third parties at prevailing market

prices Those prices may nor be favorable and thus

could reduce our revenues and/or increase our operating

costs and result in the possibility 0f reduced earnings or

incurring losses

Our financial results may fluctuate on seasonal

and quarterly basis or as result of severe

weather

Our business is affected by weather conditions Our

overall operating results may fluctuate substantially on

seasonal basis and the pattern of this fluctuation may

change depending on the nature and location of
any

facility we acquire and the terms of any contract to

which we become party Weather conditions directly

influence the demand for
electricity

and natural gas and

affect the price of energy commodities

Generally demand for
electricity peaks in winter

and summer and demand for
gas peaks in the winter

Typically when winters are warmer than expected and

summers are cooler than expected demand for
energy

is

lower resulting in less electric and gas consumption

than forecasted Depending on prevailing market prices

for
electricity

and gas these and other unexpected

conditions may reduce our revenues and results of

operations First and third quarter financial results in

particular are substantially dependent on weather

conditions and may make period comparisons less

relevant

Severe weather can be destructive causing outages

and/or property damage This could require us to incur

additional costs Catastrophic weather such as

hurricanes could impact our or our customers

operating facilities communication systems and

technology Unfavorable wdther conditions may have

material adverse effect on our financial results

Investment in new business initiatives and

markets may not be successful

Our NewEnergy business has sought to invest in new

business initiatives and actively participate in new

markets These include but are nor limited to

unconventional oil and
gas exploration and production

residential retail
power

and
gas sales solar and wind

generation and managed load response
Such initiatives

may involve significant risks and uncertainties

including distraction of
management

from current

operations inadequate return on capital and

unidentified issues nor discovered in the diligence

performed prior to launching an initiative or entering

market Due to these risks no assurance can be given

that such initiatives will be successful and will not

materially adversely affect our financial results

Additionally as these markers mature there may be new

marker entrants or expansion by established competitors

that increase competition for customers and resources

which could result in us not achieving our plans and

could have material adverse effect on our financial

results

failure in our operational systems or

infrastructure or those of third parties may
adversely affect our financial results

Our businesses are dependent upon our operational

systems to process large amount of data and complex

transactions If any of our financial accounting or

other data processing systems
fail or have other

significant shortcomings our financial results could be

adversely affected Our financial results could also be

adversely affected if an employee causes our operational

systems to fail either as result of inadvertent error or

by deliberately tampering with or manipulating our

operational systems In addition dependence upon

automated systems may further increase the risk that

operational system flaws or employee tampering or

manipulation of those systems will result in losses that

are difficult to detect

We may also be subject ro disruptions of our

operational systems arising from events that are wholly

or partially beyond our control for example natural

disasters acts of terrorism epidemics computer viruses

and telecommunications outages Third party systems

on which we
rely

could also suffer operational sysrem

failure Any of these occurrences could disrupt one or

more of our businesses result in potential liability or

repurarional damage or otherwise have an adverse affect

on our financial results

Our ability to successfully identify complete and

integrate acquisitions is subject to significant

risks including the effect of increased

competition

We are likely to encounter significant competition for

acquisition opportunities that may become available In

addition we may be unable to idenrif attractive

acqui5irion opportunities at favorable prices to secure

the financing necessary to undertake them or to

successflilly and timely complete and integrate them

Specifically we intend to continue to pursue the

acquisition of new generating plants in regions where

we have significant retail and wholesale customer supply

operations Acquired plants may nor generate the

projected rates of rerurn or sufficiently match

generation capacity with retail and wholesale customer

supply operations volumes causing an increase in

collateral requirements If we cannot idenrif complete

and integrate acquisitions successfully our business

results of operations and financial condition could be

adversely affected
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War threats of terrorism and catastrophic events

may impact the results of our operations in

unpredictable ways
We cannot ptedict the impact that any futute act of

wat tetrotist attack ot catastrophic event might have

on the
energy industry in general and on our business

in particular In addition any retaliatoty military strikes

or sustained military campaign may affect our

operations in unpredictable ways such as changes in

insurance markers and disruptions of fuel supplies and

markets particularly oil The possibility alone that

infrastructure facilities such as electric generation

electric and
gas

transmission and distribution facilities

would be direct targets of or indirect casualties of an

act of terror war or catastrophic event may affect our

operations Furthermore these catastrophic events could

compromise the physical or cyber security of our

facilities which could adversely affect our ability
to

manage our business effectively

Such activity may have an adverse effect on the

United States economy in general lower level of

economic activity might result in decline in energy

consumption which may adversely affect our financial

results or restrict our future growth Instability in the

financial markets as result of war threats of terrorism

and catastrophic events may affect our stock price and

our ability to raise capital

In addition we maintain level of insurance

coverage consistent with industry practices against

property and casualty losses subject to unforeseen

occurrences or catastrophic events that may damage or

destroy assets or interrupt operations Furthermore in

the event of severe disruption resulting from \var

threats of terrorism and catastrophic events we have

contingency plans and employ crisis management to

respond and recover operations Despite these measures

there may be events beyond our control rhar may

severely impaLr operations and affect financial

performance

downgrade in our credt ratings could

negatively affect our ability to access capital

and/or operate our wholesale and retail

NewEnergy business

We rely on access to capital markers as source of

liquidity for capital requirements nor satisfied by

operating cash flows If any of our credir ratings were to

be downgraded especially below investment grade our

ability
to raise capital on favorable terms including in

the commerial paper markets if available could be

hindered and our borrowing costs would increase

Additionally the business prospects of our wholesale

and retail NewEnergy business which in many cases

rely on the credirworthiness of Constellation Energy

would be negatively impacted In this regard we have

certain agreements that contain provisions that would

require us to post additional collateral upon
credit

rating downgrade Based on marker conditions and

contractual obligations at the rime of downgrade we

could be required to post collareal in an amount that

exceeds our available liquidity Some of the factors that

affect credir rsringc sir cssh flnwc
Iiqiiidiry

rhe smniinr

of debt as component of total capitalization and

political legislative and regulatory events

We are subject to employee workforce factors

that could affect our businesses and financial

results

We are subject to employee workforce factors including

loss or retirement of key executives or other employees

avallability of qualified personnel collective bargaining

agreements
with union employees and work

stoppage

that could affect our financial results In particular our

competitive energy
businesses are dependent in part on

recruiting and retaining personnel with experience in

sophisticated energy
transactions and the functioning of

complex wholesale markets

Item Properties

Constellation Energy occupies approximately 856000

square feet of leased and owned office space in North

America which includes its
corporate

offices in

Balximore Maryland We describe our electric

generation properties on the next page
We also have

leases for other offices and services located in the

Baltimore metropolitan region and fot various real

property
and facilities iclaring to our generation

projects

BCE owns irs principal headquarters building

located in downtown Baltimore BCE also leases

approximately 16670 squaie feer of office space In

addition BGE owns propane air and liquefied natural

gas
facilities as discussed in Item Business Gas

Business section

BCE also has rights-of-way to maintain 26-inch

natural
gas

mains across certain Baltimore City owned

property principally parks which expired in 2004

BCE is in the process of renewing rhe rights of-way

with Baltimore City for an additional 25 years The

expiration of the rights-of-way does nor affect BCEs

ability to use the rights-of way during the renewal

process

BGE has electric transmission and electric and gas

distribution lines located

in public streets and highways pursuant to

franchises and

on rights of way secured for the most part by

grants
from owners of the property

We beliee we have satisfactory title to our power

project facilities in accordance with standards generally

accepted in the energy indusriy subject to exceptions

which in our opinion would not have material

adverse effect on the use or value of the facilities

Our NewEnergy business owns several natural gas

producing properties
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The following table describes out genetating facilities

At December 31 2010

2010

Capacity Capacity

Capacity Owned Factor Primary

Plant Location MW Owned MW 00 Fuel

Calvert Cliffs Unit Calveir Co MD 855 50.0 428 90.0 Nuclear

Calvert Cliffs Unit Calvert Co MD 850 50.0 425 97.2 Nuclear

Nine Mile Point Unit Sctiba NY 620 50.0 310 97.5 Nucleat

Nine Mile Point Unit Scciba NY 1138 41.0 467 89.7 Nuclear

RE Ginna Ontatio NY 581 50.0 291 97.2 Nucleai

Brandon Shores Anne Arundel Co MD 1273 100.0 1273 54.1 Coal

Wagner Anne Arundel Co MD 976 100.0 976 19.2 Coal/Oil/Gas

Crane Baltimore Co MD 399 100.0 399 24.2 Oil/Coal

Keystone Armstiong and Indiana Cos PA 1711 21.0 3595 90.4 Coal

Conemaugh West Moreland Co PA 1711 10.6 181D 81.1 Coal

Perryman Harfnrd Cn MD 347 lflfl.fl 347 2.2 il/Gac

Riverside Baltimote 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 Rpad Baltimore City MD 61 100.0 61 0.5 Oil

Safe Harbor Safe Harbor PA 417 66.7 27.1 Hydro

Criterion Oaldand 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 Cenret Alexander City Alabama 740 100.0 740 36.8 Gas

Colorado Bend Energy Center Wharton Texas 50 100.0 550 17.0 Gas

Quail Run Energy Center 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 UTI 51 50.0 26 84.5 Waste Coal

ACE Trona CA 102 31.1 32 88.0 Coal

Jasmin Kern Co CA 33 30.0 18 87.7 Coal

POSO Kern Co CA 30.0 18 92.0 Coal

Rocklin Placer Co CA 24 30.0 80.6 Biomass

Fresno Fresno CA 24 30.0 12 83.6 Biomass

Chinese Station Jamestown CA 22 4.0 10 58.6 Biomass

Malacha Muck Valley CA 32 50.0 16 10.6 Hydro

Constellation Solar Various 100.0 Solar

SEGS IV Krame Junction CA 33 12.2 27.1 Solar

SEGS Kramer Junction CA 24 t.2 33.0 Solar

SEGS VI Kramer Junction CA 34 8.8 28.4 Solar

Total Generating Facilities 34 1459 9030

We own 50.01% mem5hership interest in cENG the joint ventnre with EDF char holds these nuclear generating assets

as resnlt of the sale of 49.99o interest in GENG to EDF that was completed in November 2009 1Ve chscnss this

transaction in more detail in Note to Consolidated Financial Statements

On December 30 2010 we signed an agreemnt to sell the Quail Rnn Eiergj Gentir to High Plains Diversified Energy

Corporation HPDEC for $185.3 snillion The
agi

cement is contingent upon HPDEC obtaining financing through the

sale of municipal bonds

$1 The snm of the individual plant capacity megawatts may not equal the total chic to the
effects of mnnding

capacity figures represent summer seasonal claiinrd capacity amounts For units with power purchase agrceascncs we use

the contract capacity

Reflects our proportionate interest in and entitlement to capacity flom Keystone and Gonemaugh which include MW of

diesel cqpacity for Keystone and MW of diesel capacity for Conemaugh
Constellation Solar is our operation chat constructs owns and

operates
solar

flicilicies

In January 2011 we completed the acquisition of Boston Generatings 2950MW nameplate capacity 2656 MW
of summer seasonal claimed capacity fleet of generating plants four natural gas-fired plants including Mystic and

1580 MV Fore River 787 MV and Mystic 574 MW as well as fuel oil plant Mystic Jet MW After

this acquisition our total summer seasonal claimed capacity owned increased to approximately 11686 Mi/V

In December 2009 we were selected by the State of Maryland to develop an approximately 17 MW solar

phorovoltaic power installation in Emmitsburg Maryland This $60 million solar facility will he 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 50s ownership interest in waste coal processing facility located in

Haseltoo Pennsylvania

Rem LegaO Proceedings

We discios oar legal proceedings in Noee 12 eo Consolidated Financial Statements

Rem Removed and Reserved

Executive Officers of the Registrant

Age

Mayo Shattuck III 56 Chairman of tise Board sinco July 2002
President and Chief Executive Officer since

November 2001 of Constellation Fnergy

63 Vice Chaiinsan since Msrch 2008 Executive

Vice President since January 2004 and Chief

Operating Officci since May 2009 of

Constellation Energy

60 Executive Vice President of Constellation

Energy since April 2008 antI President and

Chief Executive Officer since September 2008

of Constellation Energy Nuclear Group

James Connaoghton 49 Executive Vice President Corpoiate \ffairs

Public and Environmental Policy since

February 2009

Pasil Allen 59 Senior Vice President since January 2004 and

Chief Environmental Officer since June 2007

of Constellation Enemgy

Charles Berardesco 52 Senior Vice President since October 2008
General Counsel since uctobet 2008 and

Coipomare Secretary since July 2004 of

Constellation Energy

Brentla Boultsvood 46 Senior Vice Presitlent antI Chief Risk Officer of

Constellation Energy since January 2008

Kenneth 5W Delontes Jc 60 Senior Vice lmmcsmclent of Constellation Energy

since Octoher 2004 and Picsidenr and Chief

Executise Officer of Baltimoie Gas and Electric

Company since October 2004

Andresv Good 43 Senior Vice Piesident Corporate Strategy and

Developmeist of Coisstellatioms Energy since

November 2000

Mary Lauria 46 Senior Vice President and Chief Homan

Resources Officer of Constellation Energy since

October 2010

Jonathan \V Thayer 39 Senior Vice President aisd Chief Financial

Officer of Constellation Energy since October

2008

Other Offices or Positions Held During Past

Five Years

Chairman of the Board of Baltimore Gas and

Electric Company

President and Chief Executive Officer

Constellation Energy Nuclear Group ELC

Chief Nuclear Officer of Constellation Energy

Nuclear Group and Group Executive and Chief

Nuclear Officer Duke Energy

Chairman of the White House Council on

Environmental Quality and Director of the

White House Office of Environmental
Policy

None

Vice President and Deputy General Counsel
Lonstellation Energy and Associate General

Counsel Constellation Energy

Global Head of
Stiategy

and Global Head of

Derivative Services Altcrisative Investment

Services and Head of Treasury Sers ices Risk

Management J.P Moigan Chase Company

None

Senior Vice President and Chief Financial

Officer Constellation Energy Resosirces

mcnii Vice Prrcident and Chief Finanrial

Officer Constellation Energy Commodities

Group and Senior Vice President Finance

Constellation Energy

Senior Vice President Finance and Chief

Financial Officer Constellation Energy

Nuclear Group Chief Financial Officer

UniStar Nuclear Energy Senior Vice President

Finance Constellation Energy and Chief

Financial Officci Constellation NewEnergy

Vice President and Chief Talent Officer

Constellation Energy Vice President Talent

Management and Eeadership Development

Wyeth Director Global Talent Management

Johnson Johnson

Vice President and Managing Director

Corporate Strategy
and Development

Constellation Energy Freasurer Constellation

Energy and Senior Vice President and Chief

Financial Officer Baltimoie Gas and Elcctnc

Company

Officers are elecred by and hold office at the will of the Board of Directors and do not serve term of office

as such There is no arrangement or understanding berween any officer and any other person pursuant to which the

officer was selected

Name Present Office

Michael Wallace

Hcniy Barron

Kathleen \V Hyle Senior Vice Prcsident of Constellation Energy

since September 2005 and Chief Operating

Officer of Constellation Energy Resources since

November 2008

IJ Mi Wallace will retire from Comeellation Energy effective April 2011
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Stock Trading

Constellation Energys common stock is tfaded undet

the ticker symbol CEG It is listed on the New York

and Chicago stock exchanges

As of January 31 2011 there were 33239

common shareholders of record

Dividend Policy

Constellation Energy pays dividends on its common

stock after its Board of Directors declares them There

are no contractual limitations on Constellation Energy

paying common stock dividends unless Constellation

Energy elects to defer interest payments on the 8.625o

Series Junior Subordinated Debentures due June 15

2063 and
any

deferred interest remains unpaid

Dividends have been paid continuously since 1910

on the common stock of Constellation Energy BGE
and their predecessors Future dividends depend upon

future earnings our financial condition and other

factors

In January 2011 we announced quartedy

dividend of $0.24 per share payable April 2011 to

holders of record at the close of business on March 10

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

share

Quarterly dividends were declared on our common

stock during 2010 and 2009 in the amounts set forth

below

BCE pays dividends on its common stock after its

Board 0f Directors declares them However pursuant to

the order issued by the Maryland PSC on October 30

2009 in connection with its approval of the transaction

with EDF BCE cannot pay common dividends to

Constellation Energy if after the dividend payment

BCEs equity ratio would be below 48o as calculated

under the Maryland PSCs ratemaking precedents or

BCEs senior unsecured credit rating is rated by two

of the three major credit rating agencies below

investment grade There are no other limitations on

BGE paying common stock dividends unless

BGE elects to defei interest
payments on the

6.20 Deferrable Interest Subordinated

Debentures due 2043 and any deferred interest

remains unpaid or

any dividends and any redemption payments

due on BGEs preference stock have not been

Common Stock Dividends and Price Ranges

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Total

Price

High Low

$27.97 $15.05

28.05 20.18

33.37 25.76

36.55 30.24

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

The following table discloses purchases of sharesof our common stock made by us or on our behalf for the periods

shown below

Total Number

of Shares

Purchased

Total Number

of Shares

Purchased as

Part of Publicly

Announced

Plans or

Programs

Maximum Dollar

Amount of Shares

that May Yet Be

Purchased Under

the Plans and Programs

at month end

PART II

Item Market for Registrants Common Equity Related Shareholder Matters Issuer

Purchases of Equity Securities and Unregistered Sales of Equity and Use of Proceeds

paid

2010 2009

Price
Dsvidend _________________

Declared High Low

$0.24 $36.99 $31.08

0.24 38.73 32.09

0.24 35.10 28.21

0.24 33.18 27.64

$0.96

Dividend

Declared

$0.24

0.24

0.24

0.24

$0.96

Period

October October 31 2010

November November 30 2010

December December 31 2010

Average Price

Paid for Shares

113 $32.34

92643 30.84

Total 92756 $30.84

Represents shares surrendered by employees to satisj5 tax withholding obligations on vested restricted stock and restricted

stock units
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item SeBected flnanciall Data
Constellation Energy Group Inc and Subsidiaries

2010 2009 2008 2007 2006

In millions except per s/ia re amonnq

Summary of Operations

Total Revenues $14340.0 $15598.8 $19741.9 $21185.1 $19271.1

Total Expenses 15853.8 14588.5 20821.9 19858.8 18025.2

Equity investment earnings losses 25.0 6.1 76.4 8.1 13.8

Gain on Sale of Interest in CENG 7445.6

Net_Gain_Loss_on_Divestirures
245.8 468.8 25.5 73.8

Loss Income From Operations 1243.0 7981.0 978.1 1334.4 1333.5

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 1597.5 7490.2 1396.7 1262.7 1113.5

InLome Tax Benefit Expense 665.7 2986.8 8.3 428.3 351.0

Loss Income from Continuing Operations and Before

Cumulative Effects of Changes in Accounting Principles 931.8 4503.4 1318.4 834.4 762.5

Loss Income from Discontinued Operations Net of Income

Taxes 0.9 187.8

Net Loss Income 931.8 4503.4 1318.4 833.5 950.3

Net Loss Income Attributable to Nonconu-olling 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 4443.4 1314.4 821.5 936.4

Loss Earnings Pet 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 Pei 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 $20018.5 $23544.4 $22284.1 $21742.3 $21801.6

Curient Portion of Long Term Debt 305.3 56.9 2591.5 380.6 878.8

Capitalisation

Long Term Debt 4448.8 4814.0 $5098.7 4660.5 4222.3

Noncontrolling Interests 88.8 75.3 20.1 19.2 94.5

BGE Preference Stock Not Subject to Mandatory

Redemption

Common Shareholders Equity

190.0 190.0 190.0 190.0 190.0

7829.2 8697.1 3181.4 5340.2 4609.3

Total Capitalization $12556.8 $13776.4 8490.2 $10209.9 9116.1

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 Galcnlation is not applicable as resole oft/ic 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 IVlanagementi Discussion and Analysis
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Baltimore Gas and Electric Company and Subsidiaries

2010 2009 2008 2007 2006

In millions

Summary of Operations

Total Revenues $3461.7 $3579.0 $3703.7 $3418.5 $3015.4

Total Expenses 3107.5 3310.6 321.2 3084.2 2646.3

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 13.7 13.2

Net Income Attributable to Common Stock before

Nonconrrolling Interests 134.4 77.5 38.3 126.7 157.1

Nsr Loss Income Arriiburable to Noncontrolling

Interests 7.3 0.1

Ner Income Attributable to Common Stock 134.4 84.8 38.3 126.6 157.1

Summary of Financial Condition

Total Assets $6667.3 $6453.1 $6086.2 $5783.0 $5140.7

Current Portion of Long Term Debt 81.7 56.5 90.0 375.0 258.3

Capitalization

Long-Term Debt $2059.9 $2141.4 $2197.7 $1862.5 $1480.5

Nonconrrolling Interest I.6 16.9 16.8 16.7

Preference Stock Nor Subject to Mandatory

Redemption 190.0 190.0 190.0 190.0 190.0

Common Shareholders Equity 2073.2 1938.8 1538.2 1671.7 1651.5

Total Capitalization $4323.1 $4287.8 $3942.8 $3741.0 $3338.7

Financial Statistics at Year End

Rario 0f Earnings to Fixed Chaiges 2.80 2.07 1.50 2.84 3.60

Ratio 0f 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 berween years including accounting changes and other items in Item IvIanageinnti

Discussion and Analysis
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Item Managements Discussion and Anysis of Financial Condition and Results of Operations

Introduction and Overview

Constellation Energy Group Inc Constellation Energy is an

energy company that conducts its I.usiness through various

subsidiaries and joint ventures organiaed around three business

segments generation business Generation customer supply

business NewEnergy and Baltimore Gas and Electric Company

BCE We describe oui operating segments in Note to

Coosolidated Fioaocial Staterneots

This report is combined report of Constellation Energy

and BGE References in this report to we and our are to

Constellation Energy and its subsidiaries collectively References

in this report to the regulated businesses are to BGE We

discuss our business in more detail in Item Rosiness section

and the risk factors affecting our business in Item Risk

Pactors section

In this discussion and analysis we will explain the general

financial condition of and the results of operations for

Constellation Energy and BGE including

factors which affect our businesses

our earnings arid costs in the periods presented

changes in earnings and costs between periods

sources of earnings

impact of these factors on our overall financial

condition

expected souices of cash for future capital expenditures

our net available liquidity and collateral requirements

and

expected future expenditures for capital projects

As you read this discussion and analysis refer to our

Consolidated Statements of Income Loss which present the

results of our operations for 2010 2009 and 2008 We analyze

and explain the differences between periods in the specific line

items of our Consolidated Statements of Income Loss

We have organized our discussion and analysis as follows

First we discuss our strategy

TEen we describe the business environment in which

we operate including how recent events regulation

weather and other factors affect our business

Next we discuss our critical accounting policies These

are the accounting policies that are most important to

both the portrayal of our financial condition and results

of operations and require managements most difficult

subjective or complex judgment

We highlight significant events that are important to

understanding our results of operations and financial

condition

We review our results of operations beginning with an

overview of our total company results followed by

more detailed review of those results by operating

segment

We review our financial condition addressing our

sources and uses of cash security ratings capital

resources capital requirements commitments and

off-balance sheet
arrangements

We conclude with discussion of our exposure to

various market risks

Strategy

Our
strategy

is to provide innovative and risk-mitigating energy

products and solutions to North American wholesale and retail

customers Overall we strive to serve our customers with diverse

products and solutions to meet their energy needs

In executing this strategy we leverage our core strengths ofi

maintaining and growing strong
and diverse supply

relationships with retail and wholesale customers

owning developing operating and contracting for

generation assets

integrating our expertise in managing physical and

financial risks and

providing reliable regulated utility service to customers

Our NewEnergy business focuses on sales of electricity

natural gas and related products to various customers including

distribution utilities municipalities cooperatives and

commercial industrial governmental and residential customers

in competitive markers The retail NewEnergy customer supply

operation combines unified sales force with customer-centric

model that leverages technology to broaden the range of

products and services we offer which we believe promotes

stronger customer relationships This model focuses on efficiency

and cost reduction which we believe will provide platform

that i5
scalable and able to capitalize on opportunities for future

growth

NewEnergy obtains energy from both owned and

contracted supply resources and actively manages these physical

and contractual assets in order to derive incremental value

Additionally NewEnergy is involved in the development

exploration and exploitation of natural gas properties

Our Generation business has fleet of plants that is

strategically located in markers that support our customer-facing

business and includes various fuel types such as coal natural

gas oil nuclear and renewable sources We generally have load

obligations greater
than our generation output Going forward

we intend to invest in generation assets in the markers where we

serve load to provide more efficient and balanced profile

between our generation production and our customer load

obligations

Our
strategy

is enabled by fleer of generation facilities

and our risk management capabilities This combination of our

Generation and NewEnergy businesses also allows us to operate

in mariner so we can minimize our collateral requirements We

discuss our collateral requirements in the ollateral section

BGE our regulated utility
located in central Maryland

provides standard offer service and distributes electricity
and

gas

to customers BGE is also focusing on enhancing reliability and

customer satisfaction and is implementing customer demand

response initiatives including comprehensive smart grid

initiative and full portfolio of conservation
programs

The ability of energy consumers to choose their supplier

regulatory change and energy marker conditions significantly

impact our business In response we regularly evaluate our

strategies to improve our competitive position We actively

anticipate and adapt to the business environment and regulatory

changes that impact our industry We are committed to

maintaining strong balance sheer and investment-grade credir
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quality by making disciplined investment and capital

management
decisions to suppott our strategic initiatives in an

efficient and effective manner

Business Environment

Various factors affect our financial results We discuss some of

these factors in more detail in Item Business Competition

section We also discuss these various factors in the Forward

Looking Statements and Item 1A Risk Factors sections

Throughout 2008 volatility
in the financial markets

intensified leading to dramatic declines in equity and

commodity prices and substantially reduced liquidity in the

credit markets Most equity indices declined significantly the

cost of credit default swaps and bond spreads increased

substantially and credit markets effectively ceased to be

accessible for all but the most highly rated borrowers In 2009

and 2010 markets in which we operate were affected by

declining prices for
power gas

and capacity We discuss the

impact of declining commodity prices on our future earnings in

more detail in the Generation Results section

During 2009 and 2010 we improved our liquidity and

reduced our business risk in response to these market events We

discuss our liquidity and collateral requirements in the Financial

Condition section We continue to actively manage our credit

risk to attempt to reduce the impact of potential counterparty

default We discuss our customer counterparty credit and other

risks in more detail in the Risk Ivlanagement section

Competition also impacts our business We discuss

competition in more detail in Item Business Competition

section

The impacts of electric competition on BCE in Maryland

ate discussed in Item Business Baltimore Gas and Electric

CompanyElectric Business Electric Competition section

RegulationMaryland

Maryland PSC

In addition to competition which we discuss in Item

Business Baltimore Gas and Electric CompanyElectric

Business Electric Competition section regulation by the Matyland

Public Service Commission Matyland PSC significantly

influences BCEs businesses The Matyland PSC determines the

rates that BGE can charge customers of its electric distribution

and gas businesses The Maryland PSC incorporates into BGEs

standard offer service rates the transmission rates determined by

the Federal Energy Regulatory Commission FERC BGEs

electric rates are shown on customer billings as separate

components
for delivety service i.e base rates electric supply

commodity charge and transmission and certain taxes and

surcharges The rates for BGEs regulated gas business continue

to consist of delivery charge base rates as well as certain taxes

and surcharges and commodity charge

Purchase of Supplier Receivables

Effective July 15 2010 BGE pursuant to Maryland PSC

requirements began to purchase receivables at discount from

third party competitive energy suppliers that provide our

customers electricity
and/or gas The discount rate applied to the

receivables is regulated rate which is intended to cover BGEs

costs associated with purchasing -these receivables such as

uncollectibles and is subject to an annual
true-up to reflect

actual costs

Order Approving Ivlembershzp Interest Sale in CENG to EDF

In October 2009 the Maryland PSC issued an order
approving

the sale of 49.99o membership interest in CENC to EDF

subject to the following conditions with which both

Constellation Energy and EDF complied or are complying

Constellation Energy funded one-time $100 per

customer distribution rate credit for BCE residential

customers totaling $112.4 million in the fourth
quarter

of 2009 Constellation Energy made $66 million

equity contribution to BCE in December 2U09 to fund

the after-tax amount of the rate credit as ordered by the

Maryland PSC

Constellation Energy was required to make

$250 million cash capital contribution to BCE by no

later than June 30 2010 Constellation Energy made

this equity contribution to BCE in December 2009

BGE will not pay common dividends to Constellation

Energy if

after the dividend payment BCEs equity ratio

would be below 48o as calculated pursuant to the

Maryland PSCs ratemaking precedents or

BGEs senioi unsecured credit rating is rated by

two of the three major credit rating agencies below

investment grade

BCE was prohibited from
filing an electric and/or

gas

distribution rare case at any
time prior to January 2010

and was ordered not to file subsequent electric and/or

gas distribution rare case until January 2011 Any rate

increase in the first electric distribution rate case was

capped at 5o as agreed to by Constellation Energy in

irs 2008 settlement with the State of Maryland and the

Maryland PSC In May 2U1U BCE filed an electric and

gas distribution rate case with the Maryland PSC and

the Maryland PSC issued its order on the case in

December 2010 We discuss this matter ftirther in the

Base Rates section below

Constellation Energy is limited to allocating no more

than 31o of its holding company costs to BCE until

the Maryland PSC reviews such cost allocations in the

context of BGEs next rate case

Constellation Energy and BCE implemented ring

fencing measures in February 2010 designed to provide

bankruptcy protection and credit rating separation
of

BGE ftom Constellation Energy Such measures include

the formation of new special purpose subsidiary by

Constellation Energy to hold all of the common equity

interests in BGE

Maryland Settlement Agreement

In March 2008 Constellation Energy BCE and Constellation

Energy affiliate entered into settlement agreement with the

State of Maryland the Maryland PSC and certain State of
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Maryland officials to resolve pending litigation and to settle

other prior legal regulatory and
leislative

issues On April 24

2008 the Governor of Maryland signed enabling legislation

which became effective on June 2008 Pursuant to the terms

of the setrlement
agreement

Each
party acknowledged that the

agreements adopted

in 1999 relating to Marylands electric restructuring law

are final and binding and the Maryland PSC closed

ongoing proceedings relating to the 1999 settlement

BCE provided its residential electric customers

approximately $189 million in the form of one-time

$170 per customer rate credit We recorded reduction

to Electric revenues on our and BCEs Consolidated

Statements of Income Loss during the second quarter

of 2008 and reduced customers bills by the amount of

the credit between September and December 2008

BCE customers were relieved of the potential future

liability for decommissioning Calvert Cliffs Unit and

Unit scheduled to begin no earlier than 2034 and

2036 respectively and are no longer obligated to pay

total of $520 million in 1993 dollars adjusted for

inflation pursuant to the 1999 Maryland PSC order

regarding the deregulation of electric generation BCE

will continue to collect the $18.7 million annual nuclear

decommissioning charge from all electric customers

through 2016 and continue to rebate this amount to

residential electric customers as previously required by

Maryland Senate Bill which was enacted in June

2006

BCE resumed collection of the residential return portion

of the administrative charge included in Standard Offer

Service SOS rates which had been eliminated under

Senate Bill on June 2008 through May 31 2010

without having to rebate it to all residential electric

customers This totaled $37.3 million over this period

Starting June 2010 BCE has provided all residential

electric customers credit for the residential return

component of the administrative charge This credit will

be given to customers through December 31 2016

Any increase in electric distribution revenue awarded in

the first electric distribution rate case filed by BCE after

the settlement was capped at 5% with certain

exceptions The agreement does nor govern or affect

BCEs ability to recover costs associated with gas rates

federally approved transmission rates and charges

electric riders tax increases or increases associated with

standard offer service power supply auctions

Effective June 2008 BCE implemented revised

depreciation rates for regulatory and financial reporting

purposes
The revised rates reduced depreciation expense

by approximately $14 million in 2008 and

$25.2 million in 2009 without impacting distribution

rates charged to customers

Effective June 2008 Maryland laws governing

investments in companies that own and operate

regulated gas
and electric utilities were amended to

make them less restrictive with respect to certain capital

stock acquisition transacri6ns

Constellation Energy elected two independent directors

to the Board of Directors of BCE within the required

six months from the execution of the settlement

agreement

Base Rates

Base rates are the rates the Maryland PSC allows BCE to charge

its customers for the cost of providing them delivery service

plus profit BCE has both electric base rates and
gas

base rates

BCE may ask the Maryland PSC to increase base rates

from time to time subject to limitations in the Maryland PSCs

October 2009 order approving our transaction with EDE The

Maryland PSC historically has allowed BCE to increase base

rates to recover its
utility plant investment and operating costs

plus profit Generally rate increases improve the earnings of

our regulated business because they allow us to collect more

revenue However rate increases are normally granted based on

historical data and those increases may not always keep pace

with increasing costs Other parties may petition the Maryland

PSC to decrease base rates

In May 2010 BCE filed an application for an increase in

its electric and gas base rates with the Maryland PSC In August

2010 BCE updated its application to request an increase of

$47.2 million and $30.4 million in its electric and gas base

rates respectively The request was based upon an 8.99% rare of

return with an l.65o return on equity and 52o equity ratio

While BCE demonstrated the need for $92.3 million increase

in electric base rates distribution revenues awarded to BCE in

the case were subject to 5o cap pursuant to the terms of the

2008 settlement agreement with the State of Maryland as well as

the Maryland PSCs order approving the EDF transaction

On December 2010 the Maryland PSC issued an

abbreviated order authorizing BCE to increase electric

distribution rates by no more than $31.0 million and increase

gas
distribution rates by no more than $9.8 million for service

rendered on or after December 2010 The electric distribution

rate increase was based
upon an 8.06% rate of return with

9.86% return on equity and 52% equity ratio The
gas

distribution rate increase was based
upon 7.90% rate of return

with 9.56% return on equity and 52s equity ratio BCE

implemonted the abbreviated order will evaluate the

comprehensive rate order that the Maryland PSC will issue in

the near future and will assess its alternatives BCE cannot

predict the outcome of this assessment

Revenue Decoupling

The Maryland PSC has allowed us to record monthly

adjustment to our electric distribution revenues from residential

and small commercial customers since 2008 and for the majority

of our large commercial and industrial customers since February

2009 to eliminate the effect of abnormal weather and usage

patterns per customer on our electric distribution volumes

thereby recovering specified dollar amount of distribution

revenues per customer by customer class regardless of changes

in consumption levels This means BCE recognizes revenues at
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Maryland PSC-approved levels per customer regardless of what

actual distribution volumes were for billing period Therefore

while these revenues are affected by customer growth they will

not be affected by actual weather or usage conditions We then

bill or credit impacted customers in subsequent months for the

difference between approved revenue levels under revenue

decoupling and actual customer billings We have similar

revenue decoupling mechanism in our gas
business

Demand Response and Advanced Metering Programs

BGE defers costs associated with its demand response programs

as regulatory asset and recovers these costs from customers in

future periods

In August 2010 the Maryland PSC approved

comprehensive smart grid initiative for BGE which includes the

planned installation of million residential and commercial

electric and gas smart meters at an expected total cost of

approximately $480 million The Maryland PSCs approval

ordered BGE to defer the associated incremental costs

depreciation and amortization and an appropriate return in

regulatory asset until such time as cost-effective advanced

metering system is delivered to customers Under grant from

the United States Department of Energy DOE BGE is

recipient of $200 million in federal funding for its smart grid

and other related initiatives This grant allows BGE to be

reimbursed for smart grid and other expenditures up to

$200 million substantially reducing the total cost of these

initiatives

We discuss BGEs electric load management programs in

more detail in Item BnsinessBaltimore Gas and Electric

CompanyElectric Load Management We discuss the associated

regulatory assets in Note to Consolidated Financial Statements

Electric Standard Offer Service

BGE is obligated by the Maryland PSC to provide market-based

standard offer service SOS to all of its electric customers who

elect not to select competitive energy supplier The SOS rates

charged recover BGEs wholesale power supply costs and include

an administrative fee The administrative fee includes

shareholder return component
andian incremental cost

component However BGE is required under the terms of

Senate Bill to provide all residential electric customers credit

for the residential return component of the administrative fee

This credit will be given to customers through December 31

2016 Currently BGE is involved in Maryland PSC

proceeding to determine the future on-going structure of the

SOS administrative fee charged to all SOS customers

Gas Commodity Charge

BGE charges irs gas customers separately for the natural gas they

purchase The price BGE charges for the natural
gas

is based on

market-based rates incentive mechanism approved by the

Maryland PSC We discuss market-based rates in more detail in

the Regulated Gas Business section and in Note to Consolidated

Financial Statements

Potential Reliability and Quality of Service Standards

The State of Maryland is considering legislative
and regulatory

changes that would impose new reliability
and quality of service

standards on electric and
gas companies as well as penalties for

failure to meet those standards We cannot at this time predict

the final outcome of this process or how such outcome may

affect our or BGEs financial results

Federal Regulation

FERC

The FERC has jurisdiction over various
aspects

of our business

including electric transmission and wholesale natural gas and

electricity sales BGE transmission rates are updated annually

based on formula methodology approved by FERC The rates

also include transmission investment incentives approved by

FERC in number of orders covering various new transmission

investment projects since 2007 We believe that FERCs

continued commitment to fair and efficient wholesale energy

markets should continue to result in improvements to

competitive markets across various regions

Since 1997 operation of BGEs transmission system has

been under the authority of PJM Interconnection PJM the

Regional Transmission Organization RTO for the Mid-Atlantic

region pursuant to FERG oversight As the transmission

operator PJM administers the energy markets and conducts

day-to-day operations of the bulk power system The
liability

0f

transmission owners including BGE and power generators is

limited to those damages caused by the gloss negligence of such

enritics

In addition to PJM RTOs exist in other regions of the

country such as the Midwest New York Texas and New

England Similai to PJM these RTOs also administer the energy

market for their region and are responsible for operation of the

transmission system and transmission system reliability
Our

Generation and NewEneigy businesses participate in these

regional energy markers These markers are continuing to

develop and revisions to marker structure are subject to review

and approval by FERC We cannot predict the outcome of any

reviews at this time However changes to the structure of these

markets could have material effect on our financial results

FERC Initiatives

Ongoing initiatives at FERG have included review of irs

methodology for the granting of market-based rate authority to

sellers of electricity FERC has established interim tests that it

uses to determine the extent to which companies may have

marker power
in certain regions Where FERG finds that market

power exists it may require companies to implement measures

to mitigate the market power in order to maintain market-based

rate authority We believe that our entities selling wholesale

power continue to sarisfjs
FERGs test for determining whether

to grant public utility market-based rate authority

In November 2004 FERG eliminated through and out

transmission rates between the Midwest Independent System

Operator MISO and PJM and put in place Seams Elimination

Charge/Cost Adjustment/Assignment SEGA 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

PJM and MISO The SECA transition rates were in effect from

December 2004 through March 31 2006 FERC set for

hearing the various compliance filings
that established the level

of the SEGA rates and has indicated that the SEGA rates are

being recovered from the MISO and PJM transmission

customers subject to refund by the MISO and PJM transmission

owners

We are recipient of SEGA payments payer of SEGA

charges and supplier to whom such charges may be shifred

Administrative hearings regarding the SEGA charges concluded

in May 2006 and an initial decision from the FERG

administrative law judge AU was issued in August 2006 The

decisioo of the AU generally found in favor of reducing the

overall SEGA
liability

In May 2010 FERG issued an order

approving in part and reversing in
part the AU decision The

FERG order results in additional SEGA liabilities being imposed

on us In June 2010 we filed request for rehearing of the

FERG order on the AU decision as did other interested parties

The rehearing requests are pending at FERG In July 2010 BGE

filed petition for review of FERGs approval of the SEGA

methodology and this appeal is being held in abeyance pending

action by FERG on the pending rehearing requests In the

interim PJM and MISO have made
filings

at FERG to comply

with the May 2010 decision and to impose charges accordingly

Depending on the ultimate outcome the proceeding may have

material effect on our financial results

Capacity Markets

In general capacity market design revisions are routinely

proposed and considered on an ongoing basis Such changes are

subject to FERGs review and approval Gurrently we cannot

predict the outcome of these proceedings or the possible effect

on our or BGEs financial results

Through 2008 and 2009 PJM made several filings at

FERG proposing various revisions to irs capacity marker or

Reliability Pricing Model RPM including the determination of

the cost-of-new-entry GONE which is an important

component
in determining the price paid to capacity resources

in PJM PJM also proposed revisions relating to the

participation of energy efficiency and demand resources and

market power and mitigation rules Some of these marreis are

still pending at FERG While recent RPM design changes have

not yet had material effect on our financial results we cannot

predict the outcome of the issues still pending or on any

capacity market design changes that result from new regulatoty

requirements Such changes could have material impact on our

financial results

In May 2008 five state public service commissions

including the Maryland PSG consumer advocates and others

filed complaint against PJM at the FERG alleging that the

RPM produced unreasonable prices during the period from

June 2008 through May 31 2011 The complaint requested

that FERG establish refund effective date of June 2008

reject
the results of the 2007/08 through 2010/11 RPM capacity

auction results and significantly reduce prices for capacity

beginning as of June 2008 through 2011/12 FERG dismissed

the complaint and denied rehearing and ultimately the

Maryland PSG and New Jersey B6ard of Public Utilities

appealed the case to the United Stares Gourr of Appeals for the

District of Golumbia In February 2011 the court denied the

petition for review and held that FERG adequately explained

why the RPM auction structure was just and reasonable The

petitioners could seek to appeal the courts decision to the

United States Supreme Gourr We cannot predict at this time

whether the petitioners will seek an appeal or the outcome of

any
further proceedings

In April 2009 the Attorney General of Gonnecticur the

Gonnecticut Department of Public Utilities and Office of

Gonsumer Gounsel together the Gonnecricut Parties filed

complaints at FERG alleging improper energy bidding behavior

since December 2006 by generators located in New York that

also received capacity payments within ISO-New England In

May 2009 the Gonnecricur Parties filed an amended complaint

asserting that Gonsrellarion Energy Gommodiries Group Inc

GGG and others received capacity payments while never

intending to perform as capacity tesources The revised

allegations assert that certain
generators engaged in economic

withholding by submitting energy bids at ot near the offer cap

Since December 2006 GGG has received approximately

$7 million in payments for capacity offered into ISO-New

England associated with Gonsrellation Energys previously wholly

owned nuclear facilities located in NY In August 2009 FERG

issued an order setting this matter for public hearing before an

AU to determine the intent of the capacity suppliers including

GGG in making their eneigy offers in ISO-New England GGG

actively participated in the proceeding and in September 2010

the AU issued an Initial Decision finding that the Gonnecricur

Parties failed to prove
their case and dismissed the complaint

against GGG The Initial Decision is pending before FERG for

approval or modification

Three major high-voltage transmission lines have been

announced that could enhance significantly the transfer capacity

of the PJM transmission system frdm west to east The siting

process both in the states and at FERG is uncertain as is the

likelihood that one or more of the transmission lines will be

ultimately constructed The construction of the transmission

lines which could depress both capacity and energy prices for

generation located in Maryland and elsewhere in the eastern parr

of PJM- could have material effect on our financial results

In addition to legal challenges to capacity markets and

regulatory advocacy before FERG seeking to revise the capacity

market structures states are seeking more direct ways to affect

the results 0f wholesale capacity markets In January 2011 the

New Jersey legislature adopted legislation that would provide for

guaranteed cost recovery
for the development of up to 2000

MWs of new base load or mid-merit generation in exchange for

the requirement that the new genetarion clear in the PJM

capacity market Similarly the Maryland PSG issued drafr

Request for Proposals that subject to an evidenriary hearing

confirming the reliability
need for such resources contemplates

having Maryland rarepayers fund the development of new

generation and to require that
eligible new generation clear in

the PJM capacity market Such state efforts are intended to
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depress capacity prices and are subject to legal and regulatory

challenge Depending on the outcome of these challenges these

state efforts could have materill effect on our financial results

NERC Reliability Standards

In compliance with the Energy Policy Act of 2005 FERC has

approved the North American Electric Reliability Corporation

NERC as the national energy reliability organization NERC
will be responsible for the development and enforcement of

mandatory reliability
and cyber-security standards for the

wholesale electric
power system

We are responsible for

complying with the standards in the regions in which we

operate NERC will have the ability to assess financial penalties

for noncompliance which could be material

Concerns over the security of the countrys energy

infrastructure could lead to additional future rules or regulations

related to the operation and security requirements of our

generaring facilities and electric and gas transmission and

distribution systems which could have material impact on our

operations and financial results

Financial Regnlatory Reform

The Dodd-Frank Wall Street Reform and Consumer Protection

Act Dodd-Frank Act was enacted in July 2010 While the

Dodd-Frank Act is focused primarily on the regulation and

oversight of financial institutions it also provides for new

regulatoty regime for derivatives including mandatory clearing

of certain
swaps exchange trading margin requirements and

other transparency requirements The Dodd-Frank Act however

also preserves the
ability

of end users in our industry to hedge

their risks which we believe results in the new derivatives

requirements nor being applicable to us for most of our

activities However there will be several key rulemakings to

implement the derivatives requirements which depending on

the final scope of the regulations could attempt to impose

significant obligations on us nonetheless Final regulations may

address collateral requirements and exchange margin cash

postings which if applicable to us despite being an end user of

derivatives could have the effect of increasing collateral

requirements or the amount of exdhange margin cash postings in

lieu of letters of credit currently issued on over-the-counter

contracts These regulations could also result in additional

transactional and compliance costs to the extent they apply to

us and could impact market liquidity

In addition to new regulation over derivatives the

Dodd-Frank Act amends the Sarbanes-Oxley Act to permanently

exempt nonaccelerared filers including BGE from the

requirement to obtain an audit
report on internal controls over

financial reporting

Market Oversight

Regulatory agencies that have jurisdiction over our businesses

including rhe FERC and Commodity Furure Trading

Commission CFTC possess
broad enforcement and

investigative authority to ensure well functioning markets and to

prohibit market manipulation or violations of the agencies rules

or orders These agencies also possess significant civil penalty

authority including in the case of FERC and the CFTC the

aurhority to impose penalty of up to $1 million
per day per

violation We are committed to culture of compliance and

ensuring compliance with all applicable rules laws and orders

Nonerheless the regulatory agencies engage in either public or

non-public investigations in response to allegations of

wrongdoing and we may be involved in certain market activities

that become subject to investigations Even where no

wrongdoing is found the
process

of participating in
regulatory

investigation could have material effect on our business

Weather

Generation and NewEnergy Businesses

Weather conditions in the different regions of North America

influence the financial results of our Generation and NewEnergy

businesses Weather conditions can affect the supply of and

demand for electricity natural
gas

and fuels Changes in
energy

supply and demand may impact the price of these energy

commodities in both the spot market and the forward market

which may affect our results in any given period Typically

demand for
electricity

and irs price are higher in the summer

and the winrer when weather is more extreme The demand for

and price
of natural

gas and oil are higher in the winter

Hqwever all regions of North America typically do not

experience extreme weather conditions at the same time thus we

are not typically exposed to the effects of extreme weather in all

parts of our business at once

BGE
Weather affects the demand for

electricity
and gas for our

regulated businesses Very hot summers and very cold winters

increase demand Mild weather reduces demand Weather affects

residential sales more than commercial and industrial sales

which are mostly affected by business needs for electricity and

gas The Maryland PSC has approved revenue decoupling

mechanisms which allosv BCE to record monthly adjustments to

the majority of our regulated eltctric and
gas

business

distribution revenues to eliminate the effect of abnormal weather

and usage patterns
We discuss this further in the Regnlation

MarylandRevenue Decoupling Regnlated Electric Bnsiness

Revenue Decoupling and Regulated Gas Bnsiness Revenue

Decoupling sections

Other Factors

number of other factors significantly influence the level and

volatility
of prices for

energy commodities and related derivative

products for our NewEnergy business These factors include

seasonal daily and hourly changes in demand

number of market participants

extreme peak demands

available supply resources

transportation and transmission availability and

reliability within and between regions

location of our generating facilities relative to the

location of our load-serving obligations

implementation of new market rules governing

operations of regional power pools
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procedures used ro maintain rhe integrity of rhe physical

elecrriciry sysrem during extreme conditions

changes in the nature and txtent of federal and state

regulations and

international supply and demand

These factors can affect energy commodity and derivative

prices in different ways and to different degrees These effects

may vaty throughout the counrty as result of regional

differences in

weather conditions

market liquidity

capability and reliability of the physical electricity
and

gas systems

state and local environmental regulations

local transportation systems and

the nature and extent of electricity competition

Other factors also impact the demand for
electricity an4 gas

in our regulated businesses These factors include the number of

customers and
usage per customer during given period We use

these terms later in our discussions of regulated electric and
gas

operations In those sections we discuss how these and other

factors affected electric and gas sales during the periods

presented

The number of customers in given period is affected by

new home and
apartment

construction and by the number of

businesses in our service territoty

Usage per customer refers to all other items impacting

customer sales that cannot be measured separately These factors

include the strength of the economy in our service territory

When the economy is healthy and expanding customers tend to

consume more electricity
and gas Conversely duting an

economic downtutn out customers tend to consume less

electricity and gas

Environmental Matters and Legal Proceedings

We discuss details of our environmental mattets in Note 12 to

Consolidated Financial Statements and Item Business

Environmental Matters section We discuss details of our legal

proceedings in Note 12 to Consolidated Financial Statements

Some of this infotmation is about costs that may be matetial to

out financial tesults

Accounting Standards Adopted and Issued

We discuss tecently adopted and issued accounting standards in

Note to Consolidated Financial Statements

Critical Accounting Policies

Our discussion and analysis of financial condition and tesults of

operations is based on out consolidated financial statements that

prepared in accotdance with accounting principles generally

accepted in the United States of America Management makes

estimates and assumptions when preparing financial statements

These estimates and assumptions affect various matters

including

our repotted amounts of revenues and
expenses

in our

Consolidated Statements of Income Loss

our repotred amounts of assets and liabilities in our

Consolidated Balance Sheets and

out disclosure of contingent assets and liabilities

These estimates involve judgments with
respect to

numerous factors that ate difficult to predict and are beyond

managements control As result actual amounts could

materially differ from these estimates

Management believes the accounting policies discussed

below teptesent ethical accounting policies as defined by the

Securities and Exchange Commission SEC The SEC defines

ctitical accounting policies as those that ate both most impottant

to the pottrayal of companys financial condition and results of

operations and tequite managements most difficult subjective

ot complex judgment often as result of the need to make

estimates about the effect of mattets that are inherently

uncertain and may change in subsequent periods We discuss out

significant accounting policies including those that do not

require management to make difficult subjective or complex

judgments or estimates in Note to Consolidated Financial

Statements

Accounting for Derivatives and Hedging Activities

We utilize variety of derivative instruments in ordet to manage

commodity ptice risk interest tate risk and foreign curtency

risk Because of the extensive nature of the accounting

tequitements that govern both accounting tteatment and

documentation as well as the complexity of the transactions

within the scope of these requirements matiagement
is tequited

to exercise judgment in sevetal areas including the following

identification of derivatives

selection of accounting treatment for derivatives

valuation of derivatives and

impact of uncertainty

As discussed in more detail below the exercise of

managements judgment in these areas matetially impacts our

financial statements While we believe we have appropriate

controls in place to apply the deriyarive accounting

requirements failure to meet these requirements even

inadvertently could tequire the use of diffetent accounting

treatment for the affected transactions In addition

interpretations of these accounting tequirements continue to

evolve and futute changes in accounting tequirements also could

affect our financial statements materially We
discuss

derivatives

and heding activities in more detail in Note and Note 13 to

Consolidated Financial Statements

Identification of Derivatives

We must evaluate new and existing transactions and agreements

to determine whethet they ate derivatives or if they contain

embedded derivitives Tdentiing derivatives requites us to

exercise judgment in interpreting the definition of derivative

and applying that definition to each individual contract If

contract is nor derivative we cannot apply derivative

accounting and we generally must record the effects of the

contract in our financial statements upon delivery or settlement

under the acctual method of accounting In contrast if

contract is detivative we must apply detivatLve accounting
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which pros ides for several possible accounring trearmenrs as

discussed more fully under Accounting Treatment below As

result rhe required accounring riearmenr
and irs impacr on our

financial sraremenrs can vary substanrially depending upon

whether conrracr is derivarive or non-derivative

Accounting Treatment

We are permirred several possible accounring treatments for

derivarives that meet all of the applicable requirements

Mark-to-market is the default accounting treatment for all

derivatives unless rhey qualify and we affirmatively designate

them for one of the other accounring treatments Derivatives

designated for any of the other elective accounting treatments

must meet specific restrictive criteria both at the rime of

designation and on an ongoing basis

The permissible accounring treatments for derivatives are

mark to-marker

cash flow hedge

fair value hedge and

accrual accounting under Normal Purchase/Normal Sale

NPNS
Each of the accounting trearmenrs that we use for

derivatives affects out financial statements in substantially

different ways as summarized below

Balance Sheet Income Statement

Mark-to marker Derivative assrt or Changes in fair value

liabiliry iccorded at fair recognized in eansings

value

Cash floss Derivative asset or Ineffective changes in

hedge liability recorded at fair fair value recognized in

value
earnings

Effective changes in fur Amounts in accumulated

value recognized in other comprehensive

accumulated other income reclassified to

comprelsensive income eat nings svhen the

hedged forecasted

transaction affects

earnings or becomes

probable of not

oceni
ring

Fair value Derivative asset or Changes in f4ir value

hedge liability recorded at fair recognized in earnings

value Changes in fair value of

Book value of hedged hedged asset or liability

asset oi liability adjusted recognized in earnings

for changes in its fair

value

NPNS Fair value not recorded Changes in fair value

accrual Accounts receivable or nor recognized in

accounts payable earnings

recorded when derivative Revenue or expense

settles recognized in earnings

svhen underlying

physical commodity is

sold or consumed

We exercise judgment in determining which derivatives

qualify for particular accountiqg treatment including

Cash flow and fair value hedgesdetermination that all

hedge accounting requirements are satisfied including

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

the probability that the hedged forecasted transaction

will occur

Accrual accounting under NPNS determination that

the derivative will tesulr in gross physical delivery of the

undedying commodity and will nor settle on net basis

We also exercise judgment in selecting the accounting

treatment that we believe provides the most transparent

presentation of the economics of the underlying transactions

Although contracts may be
eligible

for hedge accounting or

NPNS designation we are nor required to designate and account

for all such contracts identically We generally elect NPNS

accrual or hedge accounting for our physical energy delivery

activities because accrual accounting more closely aligns the

timing of earnings recognition cash flows and the underlying

business activities By contrast We generally apply

mark-to-market accounting for risk management and trading

activities because changes in fair value more closely reflect the

economic performance of the activity However we also use

mark-to-market accounting for the following activities

our competitive retail
gas customer supply activities and

our fixed quantity competitive retail power customer

supply activities for new transactions closed after

June 30 2010 which are managed using economic

hedges that we have nor designated as cash-flow hedges

so as to march the timing 0f recognition of the earnings

impacts of those acriviries to the greatest extent

permissible

economic hedges of activities that require accrual

accounting foi which the telared hedge requires

mark-to-marker accounting and

inreresr rate swaps related to our debt if they do nor

qualify as fair value hedges

Accounting

Treatment

Recognition and Measurement
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As result of making these judgments the selecriarrof accounting treatments for derivatives has material impact on our

financial position snd 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

Mark-to-market

Valuation

We record mark-to-marker and hedge derivatives at fair value

which
represents an exit price for the asset or liability from the

perspective of market participant An exit price is the price at

which market participant could sell an asset or transfer

liability to an unrelated parry While some of our derivatives

relate to commodities or instruments for which quoted market

prices are available from external sources many other

commodities and related conrracrs ar not actively traded

Additionally some contracts include quantities and other factors

that vary over time In these cases we must use modeling

techniques to estimate expected future market prices contract

quantities or both in order to determine fair value

The prices quantities and orher factors we use to

determine fair value reflect managements best estimates of

inputs market participant would consider We record valuation

adjustments to reflect uncertainties associated with estimates

inherent in the determination of fair value that are nor

incorporated in market price information or other marker-based

estimates we use to determine fair value To the extent possible

we utilize market-based data together with quantitative methods

for both measuring the uncertainties for which we record

valuation adjustments and determining the level of such

adjustments and changes in those levels We discuss fair value

measurements in more detail in Note 13 to Consolidated

Financial Statements

The judgments we are required to make in order to

estimate fair value have material impact on our financial

statements These judgments affect the selection appropriateness

and application of modeling techniques the methods used to

idenrifjt or estimate inputs to the modeling techniques and the

consistency in applying these techniques over rime and across

types of derivative instruments Changes in one or more of these

judgments could have material impact on the valuation of

derivatives and as result could also have material impact on

our financial position or results of operations

Impacts of Uncertainty

The accounting for derivatives and hedging activities involves

significant judgment and requires the use of estimates that are

inherently uncertain and may change in subsequent periods The

effect of changes in assumptions and estimates could materially

impact our reported amounts of revenues and costs and could be

affected by many factors including but nor limited to the

following

uncertainty surrounding inputs to the estimates of fair

value due to factors such as illiquid markers or the

absence of observable marker price information

our ability to continue to designate and quali

derivative contracts for NPNS accounting or hedge

accounting

Effect of Changes
in Fair Value on

Accounting Treatment

Cash Flow Hedge Fair Value Hedge NPNS

Assets and liabiliries 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 decrease No impact No impact

for effective portion of

hedge

Earnings prior to

settlement

Increase or decrease Increase or decrease Increase or decrease No impact

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 forecasred

transaction becomes

probable of nor

occurring
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potential volatility in earnings from ineffectiveness on

derivatives for which we have elected hedge accounting

and

our ability to enter into new mark-to-marker derivative

origination transactions

Evaluahon of Assets for Impairment and Other Than

Temporary Decline in Value

Long-Lived Assets

We are required to evaluate certain assets that have long lives

for example generating property
and equipment and real estate

to determine if they are impaired when cerrain conditions exist

We are required to rest our long-lived assets for recoverability

whenever events or changes in circumstances indicate that their

carrying amounr may nor be recoverable Examples of such

events or changes are

significant decrease in the marker price of long-lived

asset

significant adverse change in the manner an asset is

being used or its physical condition

an adverse action by regulator or legislature or an

adverse change in the business climate

an accumulation of costs significantly in excess of the

amount originally expected for the consrrucrion or

acquisition of an asset

current period loss combined with history of losses

or the projection of future losses or

change in our intent about an asset from an intent to

h0ld to greater
than 500s likelihood that an asset will

be sold or disposed of before the end of its previously

estimated useful life

For long-lived assets classified as held for sale we recognize

an impairment loss to the extent their cartying amount exceeds

their fair value less costs to sell For long-lived assets that we

expect to hold and use we recognize an impairment loss only if

the carrying amount of an asset is nor recoverable and exceeds

its fair value The carrying amount of an asset is nor recoverable

if it exceeds the total undiscounred future cash flows expected to

result from the use and eventual disposition of the asset

Therefore when we believe an impairment condition may have

occurred we estimate the undiscounred future cash flows

associated with the asset at the lowest level for which identifiable

cash flows are largely independent of the cash flows of other

assets and liabilities This necessarily requires us to estimate

uncertain future cash flows

In order to estimate future cash flows we consider

historical cash flows and changes in the market environment and

other factors that may affect future cash flows To the extent

applicable the assumptions we use are consistent with forecasts

that we are otherwise required to make for example in

preparing our earnings forecasts If we are considering

alternative courses of action to recover the
carrying amount of

long-lived asset such as the potential sale of an asset we

probability-weight the alternative courses of action to estimate

the cash flows

We use our best estimates in making these evaluations and

consider various facrors including forward price curves for

energy fuel costs and operating costs However actual future

market prices and project costs could vary from the assumptions

used in our estimates and the impact of such variations could

be material

If we determine that the undiscounred cash flows from an

asset to be held and used are less than the carrying amount of

the asset or if we have classified an asset as held for sale we

must estimate fair value to determine the amount of any

impairment loss The estimation of fair value also involves

judgment We consider quoted marker prices in active markets

to the extent they are available In the absence of such

information we may consider prices of similar assets consult

with brokers or employ other valuation techniques Often we

will discount the estimated future cash flows associated with the

asset using single interest rate that is commensurate with the

risk involved with such an investment or employ an expected

present
value method that probability-weights range of possible

outcomes The use of these methods involves the same inherent

uncertainty of future cash flows as discussed above with respect

to undiscounted cash flows Actual future marker prices and

project costs could vary from those used in our estimates and

the impact 0f such variations could be material

Unproved Gas Properties

We evaluate unproved property at least annually to determine if

it is impaired Impairment for unproved property occurs if rhere

are no firm plans to continue drilling the lease is near its

expiration or historical experience necessitates valuation

allowance The determination of whether to continue to develop

the lease is based upon
the economics forward prices and the

level of gas reserves associated with extracting the estimated
gas

reserves which necessarily involves the exercise of judgment

Investments

We evaluate our equity method and cost method investments

for example CENG UNE through November 2010 and

partnerships that own power projects to determine whether or

nor they are impaired The standard for determining whether an

impairment must be recorded is whether the investment has

experienced an other than temporary decline in value

The evaluation and measurement of investment

impairments involves the same uncertainties as described above

for long-lived assets that we own directly Similarly the estimates

that we make with respect to our equity and cost-method

investments are subject to variation and the impact of such

variations could be material Additionally if the projects in

which we h0ld these investments recognize an impairment we

would record our proportionate share of that impairment loss

and would evaluate our investment for an other than temporary

decline in value

We continuously monitor issues that potentially could

impact future profitability of our equity method investments

that own coal hydroelectric fuel processing projects as well as

our equity investment in our nuclear joint venture These issues

include environmental and legislative initiatives We discuss

certain risks and uncertainties in more detail in our Forward

Looking Statements and Item JA Risk Factors sections However

should future events cause these investments to become

uneconomic our investments in these projects could become

impaired

California statutes and regulations require load-serving

entities to increase their procurement of renewable energy

38



resources and mandate statewide reductions in greenhouse- gas

emissions Given the need for electric power and the statutory

and regulatory requirements increasing demand for renewable

resource technologies we believe California will continue to

foster anenvironment that suppotts the use of tenewable energy

and continues certain subsidies that will make renewable energy

projects economical However should California legislation and

regulatory policies and federal energy policies fail to adequately

support renewable
energy initiatives our equity method

investments in these types of projects could become impaired

and any losses recognized could be material

Goodwill

Goodwill is the excess of the purchase price of an acquired

business over the fair value of the net assets acquired We do not

amortize goodwill We evaluate goodwill for impairment at least

annually or mote frequently if events and circumstances indicate

the business might be impaired Goodwill is impaired if the

carrying value of the business exceeds fair value Annually we

estimate the fair value of the businesses we have acquired using

techniques similar to those used to estimate future cash flows for

long-lived assets as discussed on the previous page which

involves judgment If the estimated fair value of the business is

less than its carrying value an impairment loss is requited to be

recognized to the extent that the catrying value of goodwill is

greater than its fait value

Significant Events

Comprehensive Agreement with EDF

In October 2010 we reached comprehensive agteement with

EDF Group and related entities EDF that restructured the

relationship between our two companies eliminated the

outstanding asset put arrangement and transfetred to EDF the

full ownership of UniStar Nuclear Energy LLC UNE We

completed the sale of out 50o membeiship intetest in UNE in

November 2010 We discuss the tetms of the comprehensive

agreement in Note to Consolidated Financial Statements

Acquisitions

Criterion Wind Project

In April 2010 we acquired the Criterion wind project to be

constructed in Gatrett County Matyland We have completed

construction and placed the 70 MW iroject in service in

December 2010

Texas Combined Cycle Generation Facilities

In May 2010 we acquired the 550 MW Colorado Bend Energy

Center and the 550 MW Quail Run Energy Center natural gas

combined cycle generation facilities in Texas for $372.9 million

Hillabee Energy Center

In June 2010 the Hillabec Energy Center 740 MW gas-fired

combined cycle power generation facility
located in Alabama

began commercial dispatch We had acquired this under

construction facility in 2008

CPower

In October 2010 we acquired CPowcr an energy management

and demand response provider for approximately $78 million

subject to closing adjustments

Boston Generating

In Januaty 2011 we completed the acquisition of Boston

Generatings 2950 MW fleet of generating plants for

approximately $1.1 billion subject to working capital true up

adjustment The fleet acquired inclOdes the following four

natural gas-fired power plants and one fuel oil plant located in

the Boston Massachusetts area

Mystic 574 MW
Mystic and 91580 MW
Fore River 787 MW and

Mystic Jet fuel oil plant MW
We discuss these transactions in mote detail in Note 15 to

Consolidated Financial Statements

Divestitures

In January 2010 BGE completed the sale of its interest in

nonregulated subsidiary that owns district chilled water facility

to third patty

In August 2010 we completed the sale of our interests in

the Mammoth Lakes geothermal generating facility

In November 2010 we closed on our comprehensive

agreement
with EDF in which we sold our interest in UNE

In December 2010 we signed an agreement to sell our

Quail Run Energy Center 550 MW natural gas plant in west

Texas to High Plains Diversified Energy Corporation HPDEC
for $185.3 million This

agreement
is contingent upon

HPDEC

obtaining financing through the sale of municipal bonds

We discuss these transactions in more detail in Note to

Consolidated Financial Statements

Impairment Losses and Other Costs

During 2010 we recorded impairment losses on our investments

in CENG and UNE and certain of our other equity method

investments We discuss these charges in more detail in Note to

Consolidated Financial Statements

International Coal Contract Dispute Settlement

During 2010 we finalized the settlement of contract dispute

with third party international coal supplier for net pre-tax

gain of $56.6 million We discuss this settlement in IVote to

Consolidated Financial Statements

Financing Activities

Issnance of Notes

In December 2010 we issued $550 million of 5.15o Notes due

Decembçr 2020

Redemption of Notes

In February 2010 we redeemed certain of our 7.000o Notes due

April 2012 as part of cash tender offer launched in Januaty

2010 and in Match 2010 we repurchased certain tax exempt

notes

In December 2010 we issued call notice to redeem

$213.5 million which represents the remaining outstanding

7.000o Notes due April 2012 We redeemed these notes in

January 2011

We discuss these financing transactions in mote detail

Note .9 to Consolidated Financial Statements
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Healthcare Reform Legislation

In March 2010 rhc Parienr Prorection and Affordable Care Act

and the Healthcare and Education Reconciliation Act of 2010

Reconciliation Act were signed into law We discuss the impact

of these new laws on our earnings in more detail in Note to

consolidated Financial Statemenzt

Results of Operations

In this section we discuss our earnings and the factors affecting

them We begin with general overview and then separately

discuss earnings for our operating segments Significant changes

in other expense income fixed charges and income taxes are

discussed in the
aggregate

for all
segments

in the Consolidated

Nonoperaeing Income and Expenses section

As discussed in Item Business Overview section and in

the Strategy and Significant Events sections Constellation

Energys 2010 2009 and 2008 operating results were materially

impacted by number of significant events transactions and

changes in our strategic direction The impact of these items has

affected the comparability of our 2010 2009 and 2008 results

to ptior periods and will alter Constellation Energys operating

results in the future In this section we highlight the 2010

2009 and 2008 impacts of these items

2010 2009 2008

Net Loss Income

Generation

NewEnergy

Regulated electric

Regulated gas

Other nonregulated

In

$1255.3

176.2

110.0

37.6

0.3

zillions after-tax

$4766.7 357.7

348.2 1011.4

79.1 11.1

2.5 40.4

19.7 0.8

Net Loss Incomt 931.8 $4503.4 $1318.4

Net Loss Income attributable to

common stock 982.6 $4443.4 $0314.4

Change from
prior year $5426.0 $757.8

Our total net loss income attributable to common stock

for 2010 decreased compared to 2009 by $5.4 billion or $27.09

per share mostly because of the following

Generation gross margin primarily due to

the deconsolidation of CENG

Lower Generation opetating expenses

primarily labor and benefit costs due to

the deconsolidation of CENG
Lower Generation accretion expense of asset

retirement obligations due to

deconsolidation of CENG
Lower Generation taxes other than income

taxes due to deconsolidarion of CENG
Lower Generation depreciation and

amortization due to deconsolidation of

CENG

NewEnergy gross margin

NewEnergy hedge ineffectiveness

Loss on NewEnergy international coal

contract assignments

Regulated businesses excluding the effects

of the 2009 residential customer credit

Other nonregulated businesses

Total change in Other Items Included in

Operations per table below

All other changes

Total Change

Inerease/Decrease

2010 vs 2009

In millions aftez -tax

Out total net income attributable to common stock for

2009 improved compared to 2008 by $5.8 billion or $29.53

per shaie mostly because of the following

Generation gross margin

NewEnergy gross margin

Absence of sale of NewEnergy upstream gas

assets

NewEnergy hedge ineffectiveness

Absence of NewEnetgy credit loss coal

supplier bankruptcy

Regulated businesses excluding the effects

of the 2008 Maryland settlement

agreement
and the 2009 residential

customer credit

Other nonregulated businesses

Total change in Other Items Included in

Operations pet table below

All other changes

Total Change $5758

Overview

Results

682

390

37

27

28

78

55

25

21

5375
167

$5426

IncreaselOecrease

2009 .s 2008

In ntilliozzz aitci tax

27

134

16
84

33

10

5763
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Other Items Included in Operations after-tax Generation Business

2010 2009 2008 Background

Our Generarion business is discussed in derail in Item
In millions after-ear

$1487.1 96.2 468.4 BusinessOperatsng Segments sectio$s

lVe have presenred rhe results nf this business reflecting rhar

121.3 we have hedged 100o of generation output and fuel for

generation This is based on executing hedges at prevailing

117.5 17.8 market prices with the NewEnergy business Taking into accounr

previously executed hedges at the end of each fiscal
year we

113.3
ensure that the Generation business is fully hedged by the

35.4 NewEnergy business for the next year Therefore all commodity

price risk is managed by and presented in the results of our

30.9 NewEnergy business as discussed below Generally changes in

the results of our Geneiation business during the period are due

24.7 to chaoges in the availability 0f the generating assets

During 2010 power prices continued to decline reflecting

13.6 37.7 economic conditions and proiected increases in natural gas

supplies However prices for coal have not declined to the same

extent as power prices The relationship between
power

and Em

8.8 prices directly affects the earnings of our Generation business

Although our NewEnergy business hedges portions of our future

4456.1 power sales and fuel purchases the amounts we have hedged are

higher for the near term and declinc ovei time We have already

371.9 locked in prices for our expected gdneration output
for 2011

67.1 However consistent with our hedging approach we have only

hedged portion of the expected output for 2012 and those

46.8 82.0
hedges are at lower prices If the current power and fuel price

environment continues we anticipate that our Generation
13.8 120n.s

business will have lower earnings in future years especially in

2012

Iotal Other Items $1589.8 $3785.5 $1977.5

Change lions
prior year $5375.3 $5763.0

The net iuipsct to the Company of the power purchase agreement ivith

CENG nas 5185.6 million pre tax for 2010 This amount
represents

she asnoitizacion
isj

our .yO.n billion Unamortized
energy

contract assic

lesi our 0.01 equity in LENC amortization of its $0.8 billion

Unamnom cited
enemgy

contract liability

These amounts include the net losses am the sales of the international

commodities
opcmatsou gas trading operation certain other trading

operaoaus and umaniummi macbet participant the reclassification of

loises on pmeviously designated
cash

floia hedges from Accumulated Ocher

Comnprchemissre Loss because the forecasted transactions iaere probable of

not occurring and
earnings

that are no longer parc of our core business

The
iaipaii

uient losses and other costs and
worhforee

reduction costs line

items
for 2009 also include amounts related eo the operations we

divested

Additionally we evaluated oui generating plants for

inspaitment as iesult ol poss ci
pi

ice declines in 2010

Although none of oui plants were impaired further decreases in

power prices could result in estimated future cash flows

declining below the catiying value of our plants which would

require us to record an impaiiment charge

Impaitment losses and other costs

Gain on Comprehensive Agreement

wiih FDF

Ansorrieation is1 basis dillecence in

CF.NG

Impact ol
posver pnrchase

agreement with CENG
Internatiuual coal contract dispute

setrlement

loss on early
retirement ul 2012

Notes

Gain on sale ol Mammoth Lakes

geotherm si geneiating lacility

Credit uiicili aiuendnsenrl

term nation lees

Oelerrtd income tax expense

ielating to lederal subsidies br

providing ptist employment

prescription ding henefits

Gain on sale ol 49995 interest in

CENG
Intei isation il consnsodities operation

and
gas tradiisg operation

BCE residential customer rate credit

Impairment ol nuclear

decommissioning trust assets

Mtigcr tcrmiisation aisd strategic

altensatives costs

Loss on redemption ol Zero

Coupon Scisioi Notes

Xssckloi cc reduction costs

Mai ylaisd settlenscisi credit

Non qualilying hedges

missiois al loss nec svcltc dowis ncr

10.0

9.3 13.4

110
70.1

28.7
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2010 2009 2008

In millions

2244.3 $2774.2 $2958.5

1444.8 692.0 916.1

2042.4

969.1

14.0

6.1

Gross margin 799.5 2082.2

Operating expensrs 379.7 1008.4

Impairment losses aod other costs 2476.7

Workforce reduction costs

Merger rerminarion and
strategic

alternatives costs 101.8 742.3

Depreciation depletion and amortization 136.1 176.8 174.3

Accretion of asset retirement
obligations 1.6 62.1 67.9

Taxes other than income taxes 23.6 67.4 69.9

Equity investment earnings losses

CENG 23.6 4.3

UNE 16.8 24.7 5.9

Dther 18.2 20.6 32

Net gain on divesritures 242.9 7445.6

Loss Income from Dperations $1950.3 $8111.5 25.6

Net Loss Income $1255.3 $4766.7 35

Net Loss Income attributable to

common stock $1255.3 $4766.7 357.7

Change from
prior year $6022.0 $5124.4

Other Items Inc/ut/eel in Operations

after-tax

Impairment losses and other costs $l487.1 8.3

Gain on Comprehensive Agreement

with EDF 121.3

Amortization of basis difference in

CENG 1175 17A

Impact of power purchase agreement

with CENG 113.3

Loss on early retirement of 2012 Notes 30.9
Gain on sale of Mammoth Lakes

geothermal generating facility 24.7

Credit facility amendment/termination

fees 9.0 13.7

Deferred income tax expense relating to

federal subsidies for providing

post employment prescription drug

benefits 0.8

Gain on sale of 49990 interest in

CENG 446.1

Impairment of nuclear decommissioning

trust assets 46.8 82.0

Loss on redemption of Zero Coupon

Senior Notes 10.0

Merger termination and strategic

alternatives costs 9.7 742.3

Workforce reducuois costs 3.7

Total Other Items $1612.6 $4358.1 836.3

Change from prior year $5970.7 $5194.4

Effects of 2009 Transaction with EDF on Statement of Income

Loss

Prior to November 2009 CENG was 1000o owncd

subsidiary and we consolidated its financial results within our

Consolidated Statements of Incme Loss On November

2009 we completed the sale of 49.99o membership interest

in CENG to EDF and we deconsolidated CENG Accordingly

beginning November 2009 we ceased recoiding CENGs

financial results and began to record equity investment earnings

from CENG as well as the effect of our PPA and other

transactions with CENC We discuss our transaction with EDF

in more detail in Note to onsolielateel Financial Statements

For the period from January 2009 through November

2009 our Generation iesults included the following financial

results of CENG

Far the penodfivai Januaiy 2009 c/nough sVovembei 2009

Revenues

Fuel and purchased energy expenses

Operating expenses

Depreciation and amortization

Inconse from operations

As result of the deconsolidation our Generation results

after November 2009 diffei from historical results primarily

due to the following factois

Revenues We sell between 85_900o of the
output

of

CENCc plants excluding nnrpiir
50ld by CFNG

directly to third parties rather than IOOs of the plants

total output including volumes contracted to third

parties

Fuel and purchased eneigy expenses
We do nor

include nuclear fuel expense but instead reflect our

purchase of berween 85_900o of the output of CENGs

plants excluding output sold disectly to third parties as

provided under the terms of the PPA with CENC

Operating expenses We no longer include CENGs

plant operating costs or general and administrative

expensec

Depreciation and amortization expense We no longer

include deprecation of CENCs nuclear plants

Additionally we record our 5O.0lo share of CENGs

financial results and amortization of the CENC basis difference

in the Equity Investment Losses Eainings line in our

Consolidated Statements of Income Loss We discuss the

accoi.fnring for our retained investment in CENG in more derail

in Note to Consolidated Financial Statements

Beginning in the fourth quarter
of 2010 the amortization

of the basis difference in CENG will be lower as the basis

difference was reduced by the amount of the imp siiment charge

recorded on our investment in CENG during the quaiter
ended

September 30 2010 We discuss the impairment charge in more

detail in the Note to 6onsolidated Financial Statements

Results

Revenues

Fuel and purchased energy expenses

Iii billions

1.2

0.1

0.8

0.1

0.2

Above amounts include intercompany transactions eliminated in our

Consolidated Financial Statements Note provides
reconciliation of

operating
results by segenent

to our Consolidated Financial Statements

The net impactto the Company of
the power purchase agreement uauth

CENG was $185.6 mill/on pre.taxfor2olfr This amount represents
the

amortization of our $0.8 billion Unamortized
energy conouct asset

less our 50.01o equity
in CFNGS ansortization of its $0.8 billion

Unamortized
energy

conouct liability

42



Revenues

Our Generation revenues decreased $529.9 million in 2010

compared to 2009 and decreased $184.3 million in 2009

compared to 2008 primarily due to the following

Un nullionsl

Decrease in volume of output primarily
due to the

deconsolidation of CENG nuclear geneiating

assets $690 $397

Increase in volume of output due to the beginning of

commercial dispatch of the Hillabee Energy

Center and the
acquisition

of the Texas combined

cycle generation facilities 198

Decrease increase in volume of output due to

higher lower planned and unplanned outages at

our generating plants 127 150

Increasc in highcr cuntractcd power prices
fur th

outptit of our generating plants
116 65

All other 27

Total decrease in Generation revenues $530 $184

Fuel and Purchased Eisergy Expenses

Our Generation flael and purchased energy expenses increased

$752.8 million in 2010 compared to 2009 and decreased

$224.1 million in 2009 compared to 2008 primarily due to the

following

Increase in purchased energy costs due to power

purchase agreenseist
with CENG eompaicd with

nuclear fuel costs $741

Decrease increase in volume of output due to

higher lower planned and unplanned outages at

our generating plants 87 22

Increase decrease in fuel costs prim srily related to

higher lower contract prices to opeiare our

generating assets 59 273
All uther

Total increase decrease in Geneiation fuel and

purchased energy expenses $753 $224

Operating Expenses

Our Generation business operating expenses decreased

$628.7 million during 2010 as compared to 2009 due to lower

labor and benefit costs of $499.9 million and lower non-labor

operating expenses of $128.8 million the majority of which

results from the absence of costs in 2010 due to the

deconsolidation of CENG
Our GeneratiotI business operating expenses increased

$39.3 million during 2009 as compared to 2008 due to higher

performance-based labor and benefit costs of $74.5 million

partially offset by lower non-labor operating expenses
of

$35.2 million

Impairment Losses and Other Costs

Our Generation business incurred impairment losses during

2010 These costs are discussed in mote detail in Note to

Consolidated Financial Statements

Depreciation Depletion and Amortization Expense

Our Generation business incuried lower depreciation depletion

and amortization expenses
of $40.7 million during 2010

compared to 2009 due to decrease of $94.0 million in

depreciation on the nuclear generating facilities resulting from

the deconsolidation of CENG on November 2009 partially

offset by an increase of $53.4 million in depreciation on our

other generating facilities primarily related to the installation of

emission control equipment at our Brandon Shores coal-fired

generating plant that went into service in the fourth quarter of

2009 the Texas combined cycle generation facilities we acquired

in 2010 and the Hillabee Energy Center which began

commercial dispztch in 2010

Our Generation business incurred higher depreciation

depletion and amortization expenses of $2.5 million during

2009 compared to 2008 due to an increase of $12.0 million in

depreciation on our non-nuclear generating assets primarily

related to environmental additions at our Brandon Shores

coal-fired generating plant that wehr into service in the fourth

quarter
of 2009 partially offset by $9.5 million decrease in

depreciation on our nuclear generating assets resulting from the

deconsolidation of CENG on November 2009

Accretion of Asset Retirement Obligations

Our Generation business incurred lower accretion of asset

retirement obligations expense
of $60.5 nsillion in 2010

compared to 2009 which
represents

the absence of costs from

deconsolidating CENG on November 2009

Our Generation business incurred lower accretion of asset

retirement obligations expense of $5.8 million in 2009 compared

to 2008 which represents the absence of costs from

deconsolidating CENG on November 2009

Taxee Other Than Income Taxes

Our Generation business incurred lowei taxes other than income

taxes of $43.8 million in 2010 compared to 2009 and

$2.5 million in 2009 compared with 2008 primarily due to

lower property taxes as result of the deconsolidation of CENG

on November 2009

Equity Investment Earnings Losses

During 2010 our equity investment earnings increased

$24.8 million as compared to 2009 primarily due to

$19.3 million of higher earnings from our investment in CENG
$7.0 million of lower losses from our investment in UNE
which was sold in 2010 partizlly offset by $2.4 million of lower

earnings on investments in power projects

During 2009 our equity investment earnings decreased

$26.6 million from 2008 primarily due to $18.8 million of

higher losses from our investment in UNE and $12.1 million of

lower earnings on investments in
power piojects 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

2010 2009

vs 2009 vs 2008

2010 vs 2009 vs

2009 2008

In soil/ions
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covering property tax payments on the Nine Mile Poiht nuclear

generating facility
These negotiations may result in an increase

in future property tax expenses for CENG which in turn would

reduce our equity investment earnings in CENG based on our

50.OlOo ownership interest 1lVe
are

unable to determine the

outcome of these negotiations at this time

Net Gain on Divestitures

During 2010 we sold our Mammoth Lakes geothermal

generating facility recognizing $38.0 million
pre-taic gain and

our 500o interest in UNE in connection with our comprehensive

agreement with EDF recognizing $202.0 million pre-tax gain

We discuss our divestitures in more detail in Note to

Consolidated Financial Statements

During 2009 we completed the sale of 49.99o

membership interest in CENG to EDF As result of this sale

we recognized $7.4 billion pre-tax gain We discuss this

transaction in Note to Consolidated Financial Statements

NewEnergy Business

Background

Our NewEnergy business is competitive provider of
energy

solutions for various austomers We discuss the impact of

competition on our NewEnergy business in Item Bnsiness

Competition section

Our NewEnergy business focuses on delivery of physical

customer-oriented energy products and services to energy

producers and consumers manages the risk and optimizes the

value of our owned and contracted generation assets and

NewEnergy activities and uses our portfolio management
and

trading capabilities both to manage risk and to deploy limited

risk capital Our NewEnergy business actively transaets in enesgy

and energy-related commodities in order to manage our

portfolio of
energy purchases and sales to customers through

structured transactions

We record NewEnergy revenues and expenses in our

financial results in different periods depending upon the

appropriate accounting treatment that represents the economics

of the underlying transactions in our business We discuss our

revenue recognition policies in the Critical Acconntsng Policies

section and Note to Consolidated Financial Statements

Results

2010 2009 2008

In millions

Revenues $10121.4 $11509.2 15851.7

Fuel and purchased energy

expenses 8877.6 10430.0 14812.2

Gross margin 1243.8 1079.2 1039.5

Operating expenses 758.7 763.6 932.7

Impairment losses and othei

costs 0.1 98.1 777.8

Workforee reduction costs 12.6

Merger termination and

strategic alternatives costs 44.0 62.1
Depseciation depletion and

amortization 83.4 82 118.7

Iccietion of asset retirement

obligations 0.3 0.2 0.5
3axes other than uscome uoes 52.8 41.2 54.4

lqiut investment losses

earnings çb.3 4ib

Net gain loss on divestitures 2.5 468.8 25.5

Income Loss from Operations 351.0 438.1 1191.1

Net Inconse Loss 176.2 348.2 1011.4

Net Income loss attributable

to common stock 138.6 402.3 994.2

Change froni pdor year 540.9 591.9

Other Items Inc hit/ed in Operations after-tax_I

International coal conti act

dispute settlement 35.4

Credit
f.scility

ansendmentl

termination fees 4.6 24.0

Deferred income tax expense

selating to federal

subsidies for
pros idiisg

Post employment

piescription drug benefits 0.1
listernanonal coissmodines

operation and
gas trading

operation 371.9

Impairnsenr losses and other

costs 84.7 460.1

Worlcloice reduction costs 9.3 5.8

Merger termination aisel

str.itsgiu
.il tn is.iti om cuis 4.1 462

Non
qualifying hedges 70.1

Fmission allowance

svriie-down ncr 28.7

Total Other Items 30.7 494.0 1026.8

Change from puni year
524.7 532.8

Above amounts inc/ne/c inreieompany tinnsaetions elinnnatetl in our

flonsolielated Financial Statements Note provides recant iliation of

opemnting
results by segeeient

to our bonsolielateel Finantial Statements

Amount inelutles the net losses on the sales of the international

coonnotlities operation gas tmnding opeintion cci tam other traelin

operations
and ninninen market particaant the reclassi_/icaeioes of

lossis on
previously dcssf

noted cash flous hedgrsfumn Accumulated Other

flompithtnsivt Loss because the foiecasttel tinnsaetions ivtre piobable of

isot occurriosg antI
earnings

that are rio
loosger part of our core business

The isnpainsiene losses aisel oehei costs and iuorkforce rceliu cion costs line

stems for 2009 abe include amounts related to the opnntions iue

divestid
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Mark to Market

Marie-to-market results include nt gains and iosses

from ntigination risk management certain physical

energy delivery activities and trading activities for

which we use the mark-to market method of

accounting We discuss these activities and the

mark-to-market method of accounting in more detail in

the Critical Accoanting Policies section and in Note to

Consolidated Financial Statements

The nature of our operations and the use of

mark-to-market accounting for certain activities create

fluctuations in mark-to-market earnings We cannot

predict these fluctuations but the impact on our

earnings could be material We discuss our market risk

in more detail in the Risk ivianagement section The

primary factors that cause fluctuations in our
321 647

mark-to-market results are

changes in the level and
volatility

of forward

106 commodity prices and interest rates

counterparty creditworthiness

283 the number and size of our open
derivative

positions and

the number size and profitability of new
77 215

transactions including termination or

restructuring of existing contracts

49
During 2009 and 2010 we focused our activities

on reducing capital requirements reducing long-term

35
economic risk and reducing short- and iiiterim-term

31 liquidity requirements These actions may impact the

futuse iesults of the NewEnergy business particularly

the size of and potential for changes in fair value of

activities subject to mark-to-market accounting

The primary components of mark-to-marker results

are origination gains and gains and losses from risk

management and riading activities

Origination gains arise primarily from contracts

that our NewEneigy business structures to meet the risk

management
needs of our customers or relate to our

trading activities Transactions that result in origination

gains may be unique and provide the potential for

individually significant revenues and gains from single

transaction

R1sk
management

and trading mark-to-marker

represents both realized and unrealized gains and losses

from changes in the value of our portfolio including

the effects of changes in valuation adjustments In

addition to our fundamental risk
management

and

trading activities we also use non-trading derivative

contracts subject to mark-to-marker accounting to

manage our exposure to changes in market prices while

in general the underlying physical transactions related to

these activities are accounted for on an accrual basis

We discuss the changes in mark-to-market results

below We show the relationship between our

mark-to-maiket results and the change in our ncr

mark-to-marker energy asset later in this section

following

Revenues

Our NewEnergy revenues decreased $1387.8 million in

2010 compared to 2009 and decreased $4342.5 million

in 2009 compared to 2008 primarily due to the

2010 2009

vs 2009 vs 2008

In oullionsl

917 $2138

508 280

349 1491

Realisation of lower ssholesale bid sales

Decrease increase in voiume and conriact

pnces related to onr domestic cnal

operation

Realieation of highet lower tetail

powet

load sales

.Deerease due to the assignment of

intetnational coal and
freight contracts

which we divested throughout 2009

Gain on sale of in-the money wholesale

load contract in the second quarter of

2009

Decrease in volumes at our retail
gas

aisd

wholesale
gas opetation

Increase decrease in svlsolesale

mark to-market revenues due to changes

in
posver

and
gas ptices

Realization of higher revenues from our

Maiyl.uid ictail icsidciitial electuc

business

Realisation of consttuction and cnetgy

efficiency ptoeet

All othci

106

77

Total dectease io NewEncrgy ievrnurs $1388 543-iS

Fuel and Purchased Energy Expenses

Our NewEncrgy fuel and purchased energy expenses

decteased $1 552.4 million in 2010 compared to 2009

and decreased $4382.2 million in 2009 compared to

2008 primarily due to the following

2010 2009

2009 vs 2008vs

In oallions

Realization of fuel and purchased energy

from svholesalc
posver purchises 641 525 il

Decrease due to international coal and

freight contracts which sve divested

throughout 2009 540 397
Decrease increase in volume md contract

prices related to our domestic coal

operation s98 29
Increase decrease in volumes of retail

power load purchases 217 1467
Decrease in volumes at our retail

gas
and

wholesale
gas operation 83 220

All other 16

Total decrease in Ness Energy fuel and

purchased energy expenses $1552 54382
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2010 2009 2008

In millions

Unrealized mark-to-market

results

Origination gains
73.8

Risk management
and

trading mark to matket

Unrealized changes in fair

value 9.6 212.3 159.8

Changes in valuation

techniques

Reclassification of settled

contracts to realized 139.0 265.4 48.2

Total risk
management

and

trading mark-to market 129.4 477.7 208.0

Total unrealized

mark-to-market 129.4 477.7 281.8

Realized mark-to-market 139.0 265.4 48.2

Total mark to madcet

results 9.6 $212.3 $233.6

Total unrealized mark to market ss the sum of origination

transazoons and total risk management and
trading

nsark to-market

Includes
gains losses on hedge inefflittiveness for fair

value

hedges
retosded in

gross nsn gin

Total mark-to-market results increased

$221.9 million during the
year

ended December 31

2010 compared to the same period of 2009 due to

unrealized changes in fair value primarily due to

$197 million of higher results on open

positions primasily due to the absence of losses

in our power
and transmission risk

management
activities in the PJM Midwest

New Yoik and West iegions as result of

favorable priLe environment in 2010 and

completion of our activities to reduce risk and

improve liquidity

$31 million of higFer gains on open positions

primarily due to the absence of losses in 2010

resulting from more favorable ptice

environment related to our retail power and gas

businesses

$18 million of higher results in out domestic

coal portfolio primarily due to more favorable

price movement and

$16 million of higher results on open positions

due to more favorable price environment

related to economic hedges of our upstream gas

operations and risk
management

activities

These increases were partially offset by the absence

of $40 million in results from our international coal

and freight operations which we divested in 2009

Total mark-to-market results decreased

$445.9 million during the
year

ended December 31

2009 compared to the same petiod of 2008 The

period-to-petiod variance in unrealized changes in fair

value was due to decreased unrealized risk
management

and trading results of $372.1 niillion and the dectease

in
origination gains of $73.8 million We discuss the

decrease in origination gains below

The decrease in risk management and trading

results of $372.1 million was primarily due to

$203 million of lower results in our domestic

coal portfolio primarily as result of less

favorable price movements relating to economic

hedges which substantially decreased in value as

coal prices decreased in 2009

$104 million due to the absence of gains in our

international coal and freight operation as

result of its divestiture in March 2009

$123 million of lower gains in our wholesale

natural gas risk management and trading

operation primarily as result of the divestiture

of our natural
gas trading operation in the

beginning of April 2009 and

$45 million of lower results related to our

emissions trading activities primarily as result

of less favorable price environment

These decreases were partially offset by the

following

$84 million of higher results on open positions

primarily due to the absence of losses in our

power and transmission risk management

activities primarily in the PJM Northeast and

New York regions as result of more

favorable price environment in 2009 and our

activities to reduce risk and improve liquidity

$19 million of lower losses in our retail gas

portfolio primarily due to more favorable

price environment in 2009

We did not record any origination gains during

2010 and 2009 Dursng 2008 our NewEnergy business

amended certain nonderivative contracts to mitigate

counterparty performance risk under the existing

contracts As result of these amendments the revised

contracts became derivatives subject to mark-to-market

accounting The change in accounting for these

conrrcrs from nonderivative to derivative resulted in

substantially all of the origination gains for 2008

presented in the unrealized mark-to-market results table

above

The recognition of origination gains
is generally

dependent on sufficient available market data that

validates the initial fair value of the contract Liquidity

and market conditions impact our ability to idenrife

sufficient objective market price information to permit

recognition
of origination gains As result the level of

origination gains we are able to recognize may vary

from year to year as result of the number size and

market price transparency of the individual transactions

executed in any period

Mark-to-market results were as follows

and
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At December31 2010 2009

Current assets

Noncurrent assets

Jo millions

534.4 639.1

258.9 633.9

Total assets 793.3 1273.0

Current liabilities

Noncurrent liabilities

622.3

353.0

632.6

674.1

Total liabilities 975.3 1306.7

Net derivative position $182.0 33.7

Composition of net derivative

exposure

Hedges

Mark-to-marker

Net cash collateral included in

derivative balances

$504.5

350.3

27.8

591.0

524.3

33.0

Net derivative position $182.0 33.7

Derivative balances above include noncurrent assets related

to our Generation business of $35.7 million and

$35.8 million at December 31 2010 and December 31

2009
respectively

Derivative balances related to our

Generation business consist of interest rate contracts

accounted for as fair value hedges

As discussed in our Critical Accounting Policies

section our Derivative assets and liabilities include

contracts accounted for as hedges and those accounted

for on mark-to-marker basis These amounts are

presented in our Consolidated Balance Sheets after the

impact of netting which is discussed in more derail in

Note to Consolidated Financial 5tateenents Due to the

impacts of commodity prices the number of
open

positions master netting arrangements
and offsetting

risk positions on the presentation of our derivative

assers and liabilities in our Consolidated Balance Sheets

we believe an evaluation of die net position is the most

relevant measure and is discussed in more detail below

However we present our gross derivatives in Note 13 to

Consolidated Financial Statements

The decrease of $86.5 million in our net derivative

liability subject to hedge accounting since December 31
2009 was due ro $700.0 million of realization of

out-of-the-money cash-flow hedges at the time the

forecasted transaction occurred partially offset by

$613.5 million of increases on our out-of-the-money

cash-flow hedge positions primarily related to decreases

in power natural gas and coal prices during 2010

129.4 630.8

350.3 524.3

Changes in our net derivative asset subject to

mark-to-marker accounting rhar affected earnings were

as follows

Origination gains represent the initial unrealized

fair value at the time these contracts are

executed to the exrent permitted by applicable

accounring rules

Unrealized changes in fair value represenr

unrealized changes in commodity prices the

volatility of options on commodities rhe rime

value of options and other valuation

adjustments

Changes in valuation techniques represent

improvements in estimation techniques

including modeling and other statistical

enhancements used to value our portfolio to

more accurately reflect the economic value of

our contracts

Reclassification of settled contracts to realized

represents
the portion of previously unrealized

amounts settled during the period and recorded

as realized revenues

The net derivative asset also changed due to the

following items recorded in accounts other than in our

Consolidated Sraremenrs 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

Derivative Assets and Liabilities

Derivative assets and liabilities consisted of the

following

The following are the primary sources of the

change in our net derivative asset subject to

mark-to-market accounting during 2010 and 2009

2010 2009

In vullions

Fair value beginning of

year 524.3 $1485.9

Changes in fair value

recorded in earnings

Origination gains

Unrealized changes in

fair value 9.6 212.3

Changes in valuation

techniques

Reclassification of settled

contracts to realized 139.0 265.4

Total changes in fair value 129.4 477.7

Changes in value of

ezchange listed futures

and options 197.1 97.8

Net change in premiums

on options 17.7 84.9

Contracts acquired 5.4 35.8

Dedesignated contracts and

other changes in fair

value

Fair value at end of
year
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amounts arc settled rhrough our margin

account with third parry broker

Ncr changcs in prcmiums on options reflects

the accounting Mr premiums on options

puiehased as an increase in the net derivative

asset and premiums on options gold as

decrease in the net deiivarive asset

Contiscts acqoiied represents the initial fair

value of acquired dci ivarive contracts recorded

in Deiivative assets and liabilities in our

Consolidated Balance Sheets Substantially all of

this activity for 2009 related to the divestiture

of our international commodities operation

Houston-based gas trading operation and

certain other trading operations in order to

transfer risk and reward to the buyers

Management uses its best estimates to determine the

fair value of commodity and derivative contracts it holds

and sells These estimates consider various factors

including closing exchange and over-the-counter price

quotations time value volatility factors and credit

exposure Additionally because the depth and liquidity of

the
power markets varies substantially between regions

and time periods the prices used to determine fair value

could be affected significantly by the volume of

transactions executed Future market prices and actual

quantities will
vary from those used in recording

mark-to-market energy assets and liabilities and it is

possible that such variations could be material

We manage our mark-to-market risk on portfolio

basis based upon the delivery period of our contracts and

the individual
components

of the risks within each

contract Accordingly we manage
the

energy purchase

and sale obligations under our contracts in separate

components based upon the commodity e.g electricity

or gas the product e.g electricity
for delivery during

peak or off-peak hours the delivery location e.g by

region the risk profile e.g forward or option and the

delivery period e.g by month and year

The electricity fuel and other energy contracts we

hold have varying terms to maturity ranging from

contracts for delivery the next hour to contracts with

terms of ten years or more Because an active liquid

electricity futures market comparable to that for other

commodities has not developed many contracts are

direct contracts between market participants and are not

Dedesignated contracts and other changes in

fair value include transfers of derivative

contracts from cash-flow hedges to

mark-to-market treatment transfers of

derivative contracts from mark-to-market

treatment to cash-flow hedges and those

derivative contracts that did not meet the

qualifications of cash flow hedge accounting

During 2009 substantially all of the activity

related to dedesignations were in connection

with the strategic objective of restructuring and

reducing the risk of out portfolio

The settlement terms of the portion of out net

derivative asset subject to mark-to-market accounting

and sources of fair value based on the fair value

hierarchy are as follows as of December 31 2010

exchange-traded or financially settling contracts that can

be readily offset in their entirety through an exchange or

other market mechanism Consequently we and other

market participants generally realize the value of these

contracts as cash flows become due or payable under the

terms of the contracts rather than through selling or

liquidating the contracts themselves

In order to realize the entire value of long-term

contract in single transaction we would need to sell or

assign the entire contract If we were to sell or assign any

of our long-term contracts in their entirety we may not

realize the entire value reflected in the preceding table

However based upon the nature of our NewEnergy

business we expect to realize the value of these contracts

as well as any contracts we may enter into in the flatute

to manage our risk over time as the contracts and related

hedges settle in accordance with their terms Genetally

we do not expect to realize the value of these contracts

and related hedges by selling or assigning the contracts

themselves in total

Operating Expenses

Out NewEnergy business operating expenses
decreased

$169.1 million during 2009 as compared to 2008 due to

lower labor and benefit costs of $126.0 million primarily

due to lower headeount resulting from the divestitutes in

2009 and lower non-labor operating expenses of

$43.1 million part of which represents the absence of

costs from the divestirures completed in 2009

Settlement Term

2011 2012 2013 2014 2015 2016 Thereafter Fair Value

In millions

Levell $1.1 $1.1
Level 321.5 214.2 4.1 2.0 8.0 0.7 0.1 550.4

Level 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 $03.7 350.3
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Depreciation Depletion and Amortization Expense

Our NewEnergy business incurred lower depreciation

depletion and amortization expenses of $36.2 million

during 2009 compared to 2008 due to the absence of

depletion expenses
of $43.0 million as result of

divestitures made in 2008 in our upstream as

operations partially offset by an increase of $6.8 million

in other amortization primarily related to computer

software placed in service in the fourth quarter of 2008

Taxes Other Than Income Taxes

Our NewEnergy business incurred higher taxes other

than income taxes of $11.6 million in 2010 compared to

2009 primarily due to higher gross receipts taxes related

to an increase in retail revenues primarily in

Pennsylvania

Our NewEnergy business incurred lower taxes other

than income taxes of $13.2 million in 2009 compared to

2008 due to $8.1 million of lower gross receipts taxes

resulting from significant decrease in retail load

tevenues and $5.8 million of lower production taxes

related to our upstream gas producing properties

partially offset by $0.7 million of higher property

franchise and other taxes

Equity Investment Losses Earnings

During 2009 our equity investment earnings decreased

$55.9 million from 2008 primarily due to $39.1 million

of lower earnings from our shipping joint venture as

result of the sale of our interests in July 2009

$12.3 million of lower earnings from our investment in

CEP and the absence of $4.5 million in earnings from

investments in synfuel facilities

Net Gain Loss on Divestitures

The table below summarizes the net gain loss on

divestitures for our NewEnergy business

2010 2009 2008

Majority of our international

commodities operation $334.5

Houston-based
gas trading operation 102.5

Uranium market participant 27.2

Portfolio of contracts in our retail

gas operations 2.0

Various working interesu in oil and

natural
gas producing properties

and working interests in proved

natural gas reserves and unproved

properties 25.5

Other 0.5 4.6

Total net gain loss on divestiture $2.5 $468.8 $25.5

Regulated Electric Business

Our regulated electric business is discussed in detail in

item Business Electric Btisiness s9ction

Results

Operations and

maintenance expenses

Wotkforce reduction costs

Depreciation and

amortization

Taxes other than income

Income from Operations 267.8

Net Income 110.0 79.1 11.1

Net Income attributable

to common stock 99.8 68.9 1.1

Ocher Icems Inc/tided io Ope moons after mx
Deferred income tax

expense relating to

federal subsidies for

providing

post employment

prescription drug

benefiu 3.1

Residential customet

rate credit 56.7

Maryland settlement

credit 110.5

Workforce reduction

costs 2.8

Total Other Items 3.1 56.7 113.3

Above amount inchide
snter-ompany tran actions eliminated

in our Consolidated Financial Statements Note provides

reconciliation of operating results by segment to our

Consolidated Financial Statements

Net income attributable to common stock from the

regulated electric business increased $30.9 million in

2010 cothpared to 2009 mostly due to the absence in

2010 of $56.7 million afrer-tax in credits provided to

customers in 2009 and $7.7 million afrer-tax decrease

in depreciation and amortization partially offset by

$30.3 million after-tax increase in operations and

maintenance expenses

Net income attributable to common stock from the

regulated electric business increased $67.8 million in

2009 compared to 2008 mosdy due to $53.8 million

after-tax decrease in credits provided to customers

2010 2009 2008

Revenues

Electricity purchased for

resale expenses

In mi/lions

2752.3 2820.7 2679.7

1680.9 1840.9 1880.1

449.3 399.0 380.5

4.6

205.2 218.1 184.2

149.1 142.9 139.1

219.8 91.2

taxes

1/Ve discuss these divesritures in more detail in

Note to Consolidated Financial Statements
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Residential Customer Rate 6redit

On October 30 2009 the Maryland PSC issued an order

approving Constellation Energys transaction with EDE Among
other things the order required Constellation Energy to fund

one-time distribution rate credit for BCE residential customers

before the end of March 2010 totaling $110.5 million or

approximately $100 per customer for which BGE recorded

liability
in November 2009 In December 2009 BCE filed

tariff with the Maryland PSC stating BGE would give residential

customers rate credit of exactly $100 per customer As result

BGE accrued an additional $1.9 million for total fourth

quarter 2009 accrual of $112.4 million The portion of this

total credit allocated to residential electric customers was

$95.0 million
pre-tax

This credit was accrued in the fourth

quarter of 2009 and applied to BGE residential electric customer

bills in the first quarter of 2010

Nuclear Decommissioning Charges

Effective January 2009 BGE and Calvert Cliffs Nuclear

Power Plant Inc Calvert Cliffs mutually agreed to terminate

the decommissioning funds collection agent agreement which

was effective from July 2000 to December 31 2008 As

result BGE ceased transferring funds to provide for the

decommissioning of Calvert Cliffs Unit and Unit Calvert

Cliffs retains the obligation to provide adequate assurances of

funding pursuant to Nuclear Regulatory Commission

requirements Under the 2008 Maryland settlement agreement

BGE will continue to provide certain credits to residential

customers and assess certain charges to all customers relating to

decommissioning

Smart Energy Savers Program Surcharge

Beginning in 2009 the Maryland PSC appsoved customer

3.5
surcharges through which BGE recovers costs associated with

8.0 6.7 certain programs designed to help BCE manage peak demand

and encnuroge ciictnmer energyrnncervarinn thrniigh the ice nf

customer bill credits

Revenues declined in 2010 compared to 2009 primarily

due to an increase in customer involvement in our programs

This increased participation increased customer credits and

therefore decreased revenues

Revenues increased in 2009 compared to 2008 primarily

due tb $29.3 million of customer surcharge revenues from the

new programs implemented in 2009 that were not in place in

2008

Iviaryland Settlement Credit

As discussed in more detail in Note to Consolidated Financial

Statements BCE entered into settlement
agreement

with the

State of Maryland and other parties which provided residential

electric customers credit totaling $170 per customer The

estimated settlement of $188.2 million was accrued in the

second quarter of 2008 and total of $189.1 million was

credited to customers in the third and fourth quarters of 2008

Electric Revenues

The changes in electric
revenue

in 2010 and 2009 compared to

the respective prior year were caused by

2010 2009

vs 2009 vs 2008

In mi/lions

Distribution volumes 32.7 6.3
Base rates 3.3

Residential customer rate credit 95.0 95.0

Nuclear decommissioning charges 18.7

Smart Energy Savers Program sutcharges 22.0 29.3

Maryland settlement credit 189.1

Revenue decoupling 30.9 22.7

Standard offer service 154.2 33.2

Rate stabilization recovery 2.5 2.7

Financing credits 0.4 3.4

Senate Bill credits 12.9 6.9

Total change in electric revenues from

electric system sales 86.1 132.9

Other 17.7 8.1

Total change in electric revenues 68.4 $141.0

Distribution Vohimes

Distribution volumes are the amount of electricity that BGE

delivers to customers in its service territory

The percentage changes in our electric system distribution

volumes by type of customei in 2010 and 2009 compared to

the respective prior year were

2010 2009

7.6% 1.3oResidential

Commercial

Industrial

In 2010 we distributed more electricity to residential and

commercial customeis due to warmer summer and colder fourth

quarter
weather and an increased number of customers We

distributed less electricity to industrial customers primarily due

to decreased usage per customer

In 2009 we distributed less
electricity

to residential

customers due to decreased
usage per customer partially offset

by colder winter weather and an increased number of customers

We distributed less
electricity to industrial customers primarily

due to decreased usage per customer

Base Rates

On December 2010 the Maryland PSC issued an abbreviated

order authorizing BGE to increase electric distribution rates by

$31.0 million for service rendered on or after December

2010 This increase was based upon an 8.060o rate of return

with 9.860o return on equity and 52o equity ratio We

discuss BCEs electric base rates in the Regulation Maryland

Base Rates section
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Revenue Decoupling

The Maryland PSC has allowed us to recotd monthly

adjustment to our electric distribution revenues from residential

and small Lommercial Lustomers sin.e 2008 and fur the majurity

of our large commercial and industrial customers since February

2009 to eliminate the effect of abnormal weather and usage

patterns per customer on our electric distribution volumes

thereby recovering specified dollar amount of distribution

revenues per customer by customer class regardless of changes

in consumption levels This means BGE recognizes revenues at

Maryland PSC-approved levels
per customer regardless of what

actual distribution volumes were for billing period Therefore

while these revenues are affected by customer growth rhey will

not be affected by actual weather or usage conditions We then

bill or credit impacted custumers in subscquent monrhs fur rhe

differece between approved revenue levels under revenue

decoupling and actual customer billings

Standard Offer Service

BGE provides standard offer service for customers that do not

select an alternative supplier

Standard offer service revenues decreased in 2010 compared

to 2009 mostly due to lower standard offer service rares and

volumes

Standard offer service revenues decreased in 2009 compared

tu 2008 musdy due to lower standard offer service volumes

partially offset by higher standard offer service rates

Rate Stabilization Recovery

In late June 2007 BGE began recovering amounts deferred

during the first rate deferral period that began in July 2006 and

ended on May 31 2007 The recovery of the first rate

stabilization plan is occurring over ten year period In April

2008 BGE began recovering amounts deferred during the

second rate deferral period that began in June 2007 and ended

on December 31 2007 The
recovery of the second rate deferral

occurred over 21-month period that began April 2008 and

ended on December 31 2009

Financing Credits

Concurrent with the recovery of the deferred amounts related to

the first rate deferral period we arc providing credits to

residential customers to compensate them primarily for income

tax benefits associated with the financing of the deferred

amounts with rate stabilization bonds

Senate Bill Credits

As result of Senate Bill beginning January 2007 we were

required to provide to residential electric customers credit

equal to the amount collected from all BCE electric customers

for the decommissioning of our Calvert Cliffs Nuclear Power

Plant and to suspend collection of the residential return

component of the administrative charge collected through

residential SOS rates through May 31 2007 Under an order

issued by the Maryland PSC in May 2007 as of June 2007

we were required to reinstate collection of the residential return

component of the administration charge in rates and to provide

all residential electric customers credit for the residential return

component of the administrative sharge Under the

2008 Maryland settlement
agreement which is discussed in

more detail in Note to Consolidated Financial Statements BCE

was allowed to resume collection of the residential return

portion of the administrative charge from June 2008 through

May 31 2010 without having to rebate it to residential

customers

The decrease in revenues during 2010 compared to 2009 is

primarily due to the reinstatement of the credit for the

residential rerurn component of the administrative charge on

June 2010 and higher distribution volumes

The increase in revenues during 2009 compared to 2008 is

primarily due to the absence of the credit for the residential

return componenr
of th administrative charge h1h was

suspended under the Maryland settlement agreement partially

offset by lower distribution volumes

Electricity Purchased for Resale Expenses

Electricity purchased for resale
expenses

include the cost of

electricity purchased for resale to our standard offer service

customers These costs do not include the cost of electricity

purchased by delivery service only customers The following

table summarizes our regulated electricity purchased for resale

expenses

2010 2009 2008

In millions

Actual costs $1618.3 $1781.9 $1821.1

Recovery under rate

stabilization plans 62.6 59.0 59.0

Electricity purchased for

resale expenses $1680.9 $1840.9 $1880.1

Actual Costs

BCES actual casts for
electricity purchased for resale decreased

$163.6 million for 2010 compared to 2009 mostly due to lower

standard offer service rates and volumes

BCEs actual costs for
electricity purchased for resale

decreased $39.2 million for 2009 compared to 2008 primarily

due to lower standard offer service volumes partially offset by

higher standard offer service rates

Recovery under Rate Stabilization Plans

Between July 2006 and May 31 2007 we deferred

$287.3 million in
electricity purchased for resale expenses

representing the difference between our actual costs of
electricity

purchased for resale and what we are allowed to bill customers

under Senate Bill These deferred expenses plus carrying

charges are included in Regulatory Assets net in our and

BCEs Consolidated Balance Sheets

In late June 2007 we began recovering previously deferred

amounts from customers We recovered $62.6 million

$59.0 million and $59.0 million in 2010 2009 and 2008

respectively in deferred electricity purchased for resale expenses

These collections secure the payment of principal and interesr
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and other ongoing costs associated with rate stabilization bonds

issued by subsidiary of BGE in June 2007

Electric Operations and Maintenance Expenses

Regulated electric operations and maintenance
expenses

increased

$50.3 million in 2010 compared to 2009 primarily due to

increased distribution service restoration expenses of

$24.2 million $13.4 million of higher labor and benefits costs

and the impact of inflation on other costs of $12.7 million

Regulated electric operations and maintenance expenses

increased $18.5 million in 2009 compared to 2008 primarily

due to increased uncollectible accounts receivable
expense of

$5.1 million and the impact of inflation on other cosrs of

$8.0 million

Electric Depreciation and Amortization Expense

Regulated electric depreciation and amortization
expense

decreased $12.9 million during 2010 compared to 2009

primarily due to decreased amortization of $22.9 million of

deferred Smart Energy Savers Program costs due to regulatory

change in the deferral period associated with these costs partially

offset by $7.0 million increase in property plant and

equipment depreciation

Regulated electric depreciation and amortization expense

increased $33.9 million during 2009 compared to 2008

primarily due to $43.3 million in increased amortization expense

associated with the Smart Energy Savers Program and

additional
property placed in service in 2009 partially offset by

$18.7 million in lower depreciation expense as result of revised

depreciation rates which were implemented on Jone 2008 for

regulatory and financial reporting purposes as part of the

Maryland settlement agreement

Taxes Other Than Income Taxes

Taxes other than income taxes increased $6.2 million doring

2010 compared ro 2009 primarily due to the absence in 2010

of the impact of lower customer credits on franchise taxes of

$95.0 million pre-tax

Taxes other than income taxes increased $3.8 million

during 2009 compared to 2008 primarily due to the impact of

$94.1 million pre-tax
in lower customer credits on franchise

taxes

Regulated Gas Business

Our regulated gas
business is discyssed in detail in Item

BusinessGas Business section

Results

lii millions

Revenues 709.4 758.3 $1024.0

Gas purchased for resale expenses 387.5 449.9 694.5

Operations snd maintenance expenses 156.8 160.9 157.3

Workforce redoction costs 1.8

Depreciation and amortization 44.0 44.0 43.7

Taxes other than income taxes 34.7 34.9 35.4

Income from Operations 86.4 68.6 91.3

Net Income 37.6 25.5 40.4

Net Income attributable to common

stock 34.6 22.5 37.2

Ocher Items Included in Operations after-car

Residential costomer rste credit 10.4

Workforce reduction costs 1.0

Total Other Items 10.4 1.0

hove amounts inchide intercompany transactions eliminated in our

Consolidated Financial Statements Note provides reconciliation of

operating results by segment to our Consolidated Financial Statements

Net income attributable to common stock from the

regulated gas
business increased $12.1 million in 2010 compared

to 2009 primarily due to the absence in 2010 of the accrual of

customer rate credit of $10.4 million after tax recorded in

2009

Net income attributable to common stock from the

regulated gas bosiness decreased $14.7 million in 2009 compared

to 2008 primarily due to the accrual of customer tate credit

of $10.4 million after-tax and increased operations and

maintenance expenses of $2.2 million after-tax

Gas Revenues

The changes in
gas revenues in 2010 and 2009 compared to the

respective prior year were caused by

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

Revenue decoupling

Gas cost adjustments

1.0

3.1

69.1

1.0

1.8

130.0

146.7

Total change in
gas

revenues from
gas system

sales 51.1

Off system sales

Other

1.2

3.4

116.6

2.4

Total change in
gas

revenues $48.9 $265.7
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Distribution Volumes

The
percentage changes in our distribution volumes by type of

customer in 2010 and 2009 compared to the respective prior

year were

2010 2009

Residential 1.1o 0.9o

Commercial 3.2 10.6

Industrial 5.2 12.5

In 2010 we distributed more gas to residential customers

mostly due to increased
usage per customer and an increased

number of customers We distributed less gas to commercial

customers mostly due to decreased usage per customer We

distributed less gas to industrial customers mostly due to

decreased
usage per customer

In 2009 we distributed more gas to residential customers

due to colder winter weather We distributed less
gas to

commercial customers due to decreased usage per customer

partially offset by an increased number of customers and colder

weather We distributed more gas to industrial customers mostly

due to increased
usage per customer partially offset by

decreased number of customers

Base Rates

On December 2010 the Maryland PSC issued an abbreviated

order authorizing BGE to increase gas distribution rates by

$9.8 million for service rendered on or after December 2010

This increase was based
upon 7.90% rate of return with

9.56s return on equity and 52% equity ratio We discuss

BCEs gas base rates in the Regulation MarylandBase Rates

section

Residential Customer Rate Credit

On October 30 2009 the Maryland PSC issued an order

approving Constellation Energys transaction with EDE Among
other things the order required Constellation Energy to fund

one-time distribution rate credit for BGE residential customers

totaling $110.5 million or approximately $100 per customer for

which BGE recorded
liability

in I4ovember 2009 In

December 2009 BCE filed tariff with the Maryland PSC

stating BGE would give residential customers rate credit of

exactly $100 per customer As result BGE accrued an

additional $1.9 million for total fourth quarter 2009 accrual of

$112.4 million The portion of this total credit allocated to

residential gas customers was $17.4 million pre-tax This credit

was accrued in the fourth
quarter

of 2009 and applied to BGE

residential gas customer bills in the first quarter
of 2010

Conservation Surcharge

Beginning February 2009 the Maryland PSC approved

customer surcharge through which BGE recovers costs associated

with certain
programs designed to help BGE encourage customer

conservation

Gas Revenue Decoupling

The Maryland PSC allows us to record monthly adjustment to

our gas
distribution revenues to eliminate the effect of abnormal

weathet and usage patterns per customer on our gas distribution

volumes thereby recovering specified dollar amount of

distribution revenues per customer by customer class regardless

of changes in consumption levels This means BGE recognizes

revenues at Maryland PSC-approved levels
per customer

regardless of what actual distribution volumes were for billing

petiod Therefore while these revenues are affected by customer

growth they will not be affected by actual weather or usage

conditions We then bill or credit impacted customers in

subsequent months for the difference between approved revenue

levels under revenue decoupling and actual customer billings

Gas Cosc Adjustments

We charge our gas customers for the natural gas they purchase

from us using gas cost adjustment clauses set by the Maryland

PSC as described in Note to Consolidated Financial Statements

However under the market-based rates mechanism approved by

the Maryland PSC our actual cost of
gas

is compared to

market index measure of the market price of gas
in given

period The difference between our actual cost and the market

index is shared equally between shareholders and customers

Customers who do not purchase gas from BGE are not

subject to the gas cost adjustment clauses because we are not

selling gas to them However these customers are charged base

rates to recover the costs BGE incurs to deliver their gas through

our distiibution system and are included in the gas distribution

volume revenues

Gas cost adjustment revenues decreased in both 2010

compared to 2009 and in 2009 compared to 2008 because we

sold less gas at lower prices

Og-System Gas Sales

Off-system gas sales are low-margin direct sales of gas to

wholesale suppliers of natural gas Off-system gas sales which

occur after BGE has satisfied its customers demand are not

subject to gas cost adjustments The Maryland PSC approved an

arrangement
for

part
of the margin from off-system sales to

benefit customers through reduced costs and the remainder to

be retained by BGE which benefits shareholders Changes in

off-systcm sales do not significantly impact earnings

Revenues from off-system gas
sales decreased in 2010

compared to 2009 because we sold less
gas partially offset by

higher prices

Revenues from off-system gas sales decreased in 2009

compared to 2008 because we sold less
-gas

at lower prices

Gas Purchased For Resale Expenses

Gas purchased for resale expenses include the cost of gas

purchase4 for resale to our customers and for off-system sales

These costs do not include the cost of gas purchased by delivery

service only customers

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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Gas Operations and Maintenance Expenses

Regulated gas operation and maintenance expenses decreased

$4.1 million during 2010 compa5ed to 2009 primarily due to

decreased uncollecrible accounts receivable expense of

$4.7 million

Regulated gas operation and maintenance expenses

increased $3.6 million during 2009 compared to 2008 primarily

due to increased uncollectible accounts receivable expense of

$2.0 million

Holding Company and Other Nonregulated Businesses

Results

2010 2009 2008

In millions

Revenpes 1.2 14.4 $16.1

Operating expenses 53.1 56.5 54.3

Impairment losses and other costs 26.6

Workforce reduction costs 0.2

Depreciation and amortization 48.9 67.7 62.3

Taxes other than income taxes 3.7 4.0 3.0

Gain on divestitures 0.4

Income Loss from Operations 2.1 $27.4 4.9

Net Loss 0.3 $09.7 0.8

Net Loss attributable to common stock 0.3 $02.4 0.8

Other Items Inclnded In Operations after-tax

Deferred income tax expense relating to

federal subsidies for providing

post-employment prescription drug

benefits 4.8

Impairment losses and other costs 11.5

Workfotce reduction costs 0.1

Total Other Items 4.8 $01.5 0.1

Above amonnts include intercompany transactions eliminated in our

consolidated Financial Statements Note
provides

reconciliation of

operating results by segment to onr Consolidated Financial Statements

Net loss attributable to common stock for 2010 decreased

$12.1 million compared to 2009 primarily due to the absence in

2010 of an impairment of distric chilled water energy plant of

$7.1 million after-tax and reduction for noncontrolling interest

and write-off of an uncollectible advance to an affiliate of

$4.3 million after-tax

Net loss attributable to common stock for 2009 increased

$11.6 million compared to 2008 primarily due to increased

impairment losses and other costs due to an impairment of

district chilled water energy plant of $7.1 million after-tax and

reduction for noncontrolling interest write-off of an

uncollectible advance to an affiliate of $4.3 million after-tax and

higher depreciation and amortization
expense

of $3.2 million

after-tax as result of increased property additions during 2008

Consolidated Nonoperating Income and Expenses

Other Expenses Income

In 2010 we had other
expenses

of $76.7 million and in 2009

we had other
expenses

of $140 million The $64.0 million

decrease in 2010 compared to 2009 is mostly due to the absence

in 2010 of $62.6 million of other-than-temporary impairment

charges related to nuclear decommissioning trust fund assets

recorded in 2009

In 2009 we had other
expenses

of $140.7 million and in

2008 we had other expenses of $69.5 million The

$71.2 million increase in 2009 compared to 2008 is mostly due

to higher credit
facility costs including amortization of

amendment fees

Other income at BGE decreased $4.6 million in 2010

compared to 2009 primarily due to decreases in interest and

investment income of $3.3 million

Other income at BGE decreased $4.2 million in 2009

compared to 2008 primarily due to decreases in interest and

investment income of $4.r million

Fixed Charges

Fixed charges decreased $72.3 million in 2010 compared to

2009 mostly due to lower level of interest
expense

due to

repayments of debt made in 2009 partially offset by

$51.6 million loss recognized in February 2010 on the

retirement of $486.5 million of our 7.00% Notes due April

2012 We discuss this transaction in more detail in Nate ta

Consalidisted Financial Statements

Fixed charges at BGE decreased $9.0 million in 2010

compared to 2009 mostly due to lower level of interest

expense
due to repayments

of debt in 2009

Income Taxes

Income tax expense decreased $3652.5 million during 2010

compared to 2009 mostly due to decrease in income before

income taxes as result of the absence in 2010 of the

apptoximarely $7.4 billion gain on sale of our 49.99s

membership snrerest in GENIi tcorded in 2009 and the

recognition of approximately $2.5 billion of impairment charges

in 2010

Income tax expense increased $3065.1 million during 2009

compared to 2008 mostly due to higher income before income

taxes due to the recognition of the $7.4 billion pre-tax gain on

closing the transaction to sell 49995 membership interest in

CENG Additionally there was lower income before income

taxes for 2008 primarily due to approximately $1.2 billion of

non-tax deductible merger termination and strategic alternative

costs However in 2009 certain of these costs became tax

deductible as result 9f closing tise EDF ttatssaction and wc

recorded tax benefit for these items in 2009

BCEs indome tax expense
increased $33.3 million during

2010 mostly due to an increase in income before income taxes

BCEs income tax expense increased $43.1 million during

2009 tisostly due to higher pre-tax
income For 2008 BGE had

lower effective tax rate as result of reduction in its 2008

taxable income due to the impact 0f 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

At December 31 2010 the total projected benefit obligations of

our qualified and nonqualified pension plans exceeded the fair

value of our qualified pension plan assets by $218.0 million At

December 31 2009 the total projected benefit obligations of

out qualified and nonqualified pension plans exceeded the fair

value of our qualified pension plan assets by $411.7 million

The $193.7 million improvement in the funded status of our

pension plans in 2010 primarily reflects the following

the contribution of $279.7 million into our qualified

pension plan trusts during 2010 and

$148.8 million in actual returns on qualified pension

plan assets during 2010

These increases wete partially offset by normal growth in

the projected benefit obligations of our qualified and

nonqualified pension plans including 50 basis point decrease

in the discount rate at December 31 2010 compared to

December 31 2009

At December 31 2010 our accumulated post retirement

benefit obligations totaled $334.9 million compared to

$322.3 million at December 31 2009 The $12.6 million

increase in obligations for these unfunded plans primarily reflects

the 50 basis point decrease in the discount rate at December 31

2010 compared to December 31 2009

Our other postemployment benefit obligation increased

$4.4 million from $50.6 million at December 31 2009 to

$55.0 million as of December 31 2010 primarily due to 75

basis point decrease in the discount rate

We discuss our defined benefit plans in farther detail in

Note to Consolidated Financial Statements
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Financial Condition

Cash Flows

The following table summarizes 1our 2010 cash flows by business segment as well aa our consolidated cash flows for 2010 2009 and

2008

2010 Segment Cash Flows

Generation NewEnergy

Eliminations

Holding
Company

Regulated and Other

In millions

Consolidated Cash Flows

2010 2009 2008

Operating Activities

Net loss income $1255.3 $176.2 $147.6 0.3 931.8 4503.4 $1318.4
Non cash merger termination and

strategic
alternatives costs 128.2 541.8

Derivative contracts classified as financing activities 186.0 186.0 1138.3 107.2

Gain on sale nf 49.99s membership interest in CENG 7445.6

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 2476.7 0.1 2476.8 124.7 741.8

Other non cash adjustments to net loss income 506.9 11.4 620.9 53.6 156.2 2761.0 602.9

Changes in working capita

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 1522.8 960.3

Accrued taxes 1123.2 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 224.5 287.2 20.8

Other 71.9 81.6 31.9 43.3 1.7 171 38.5

Net cash used in provided by operating activities 823.4 982.7 479.4 97.1 511.3 4390.8 1261.1

Investing Activitiea

Investments in property plant and equipment

Aaset
acquisitions

and business combinations net of cash

acquired

Change in cash pooi

Contributions to nuclear decommissioning trust funds

Investments in joint ventures

Proceeds from sale of 49995 membership interest in CENG
Proceeds from sale of investmenn and other assets

Proceeds from investment tax credits and
grants

related to

renewable energy investments

Contract and portfolio acquisitions

Increase decrease in restricted funds

Other investments

331.9

372.9

2321.1

212.5

39.0

1.0

50.0

39.6

141.6

72.9

136.7

9.6

17.5

207.3

5.8

4.1

496.8

314

5.1

25.3

1869.7

21.9

0.6

0.2

995.6

445.8

244.0

56.5

208.3

60.3

35.7

1529.7

41.1

1$
201.6

3528.7

88.3

2153.7

1003.3

0.1

1934.1

315.3

18

446.3

94.8
21.7

Net cash used in provided by investing
activities 2865.0 259.7 187.2 1866.7 1445.2 67.6 2742.9

Cash flows from operating activities
çlus

cash flows from

investing activities

Financing Activities

Net repayment issuance of debt

Debt and credit
facility costs

Proceeds from issuance of common stock

Common stock dividends paid

BGE preference stock dividends paid

Reacquisition of common stock

Proceeds from contract and portfolio acquisitions

Derivative contracts classified as financing activities

Other

$3688.4 723.0 292.2 $1963.8

Net cash used in provided by financing activities

Net decrease increase in cash and cash equivalents

933.9 5066.4 4004.0

128.1

328
14.0

183.3

13.2

52.2

186.0

0.4

477.6

2660.4

98.4

33.9

228.0

13.2

2263.1

1138.3

12.7

1828.6

3447.7

104.8

17.6

336.3

13.2

16.2

107.2

8.3

3110.3

$0411.5 3237.8 893.7

All ongosng cash flows from derivative contracts deemed to contain financing element at inception muse be reclassified from operating accivitses to

financing activities

Items are not allocated to the bsisiness segments because
they are managed far the company as whole

As part of the ring fenting measures required by the Maiylaod PSC in its 2009 order appioving the transaction with EDE BCE ceased particsfarion in

the cash pool ois Januaiy 2010 We dsscuss this ring-fencing oseasure in Notes to Consolidated Financial Statements
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Cash Flows from Operating Activities

In 2010 cash provided by operatirg activities of $0.5 billion

reflected $0.5 billion ftom our tegulated business $0.2 bsllson

from our competitive businesses and $0.1 billion from holding

company and other businesses These were partially offset by

$0.3 billion of contributions to our qualified pension plan The

$0.2 billion of operating cash flows from our competitive

businesses included $0.8 billion of federal income tax payments

on the 2009 EDF transaction

The $3.9 billion decrease in operating cash flows for 2010

compared to 2009 is primarily due to

$1.0 billion higher income taxes paid

$0.3 billion of lowet operating cash flows from our

regulated businesses primarily due to the residential

customer rate credit in the first
quarter

of 2010 and

higher distribution service restoration expenses associated

with 2010 stotms

$1.0 billion lower derivative contract settlements

reclassified as financing activities in 2010 and

$1.5 billion lower net collateral and margin returned in

2010 as compared to 2009 as follows

Net collateral and margin held posted

beginning of year

Return of collateral held associated with

nondetivative contracts

Net additional retutn of collateral

posted associated with nonderivative

conttacts

Return of initial and variation margin

posted on exchange-traded transactions

recorded in accounts receivable

Return of fair value net cash collateral

posted netted against derivative assets

liabilities

December 31

2010 2009

In mi/lions

60.8 278.7

Change in net collateral and margin

posted 44.2 1522.8

Net collateral and margin held end of

year $121.4 77.2

We discuss our netting offair value collateral with our derivative

assets/liabilities in more detail in Note 13 to Consolidated

Financial Statements

Cash provided by operating activities was $4.4 billion in

2009 compared to cash used in operating activities of

$1.3 billion in 2008 This $5.7 billion increase in cash flows

was primarily due to

$1.2 billion as result of ongoing cash outflows from

derivative contracts deemed to contain financing

element at inception that must be classified as financing

activities rather than operating activities We discuss the

impact on cash flows from financing activities below

$1.2 billion related to changes in ncr derivative assets

and liabilities Changes in derivative assets and liabilities

are driven by fluctuations in commodity prices and the

realization of contracts at settlement within our

NewEnergy business

$0.5 billion of improved operating cash flows from our

regulated businesses

$2.5 billion more in net collateral and margin returned

in 2009 as compared to 2008

Cash Flows from Investing Activities

Cash used in investing activities was $1.4 billion in 2010

compared to cash provided by investing activities of $0.7 billion

in 2009 The $2.1 billion increase in cash used in 2010

compared to 2009 was primarily due to

the absence of $3.5 billion of net proceeds received at

the closing the sale -of 49.99% membership interest in

CENG to EDF in 2009 We discuss this transaction in

more derail in Note to Consolidated Financial

Statements

$1.1 billion of lower restricted funds activity in 2010

In January 2009 our restricted funds decreased by

$1.0 billion primarily due to the release of restricted

funds for the repayment of $1 billion of 14% Senior

Notes to MidAmerican

$0.4 billion increase in cash used for asset and business

acquisitions We discuss our acquisitions in the Note 15

to Consolidated Financial Statements

These increases were offset by

$1.9 billion lower outflows associated with contract and

portfolio acquisitions resulting from the structure of the

divestiture of majority of our international

commodities operation in March 2009

$0.7 billion of lower investments in
property plant and

equipment and in the CENC and UNE joint ventures

primarily related to environmental additions at our

Brandon Shores coal-fired generating plant that went

into service in the fourth quarter of 2009 and the

absence of nuclear capital spending in 2010 due to the

deconsolidarion of CENG in 2009 and

$0.2 billion of higher proceeds from investment tax

.eredits and grants related to renewable energy

investments and proceeds on the sale of investments

primarily the sale of our 500o interest in UNE
Cash provided by investing activities was $0.7 billion in

2009 compared to cash used of $2.7 billion in 2008 The

$3.4 billion increase in cash provided in 2009 compared to

2008 was primarily due to

$3.5 billion of net proceeds at the closing of the sale of

49.99% membership interest in CENG to EDE We

discuss this transaction in more derail in Note to

Consolidated Financial Statements There was no such

activity in 2008

$1.9 billion decrease in restricted funds primarily due

to the receipt of funds in 2008 and the release of funds

77.2 $l445.6

16.1 17.0

7.4 336.3

6.9 924.8
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in 2009 for the repayment of the $1 billion of 14o

Seniot Notes to MidAmericao in January 2009 and

$0.3 billion decrease in bash used for acquisitions In

2009 $20.8 million was used for the acquisition of

CLT Energy Services Group doing business as CLT

Efficient Technologies Group an energy services

company that provides energy performaoce contracting

and
energy efficiency engineering services and

$20.3 million was used as down
payment for the

pending acquisition of the Criterion wind project in

Garrett County Maryland In 2008 $0.3 billion was

used for the acquisition of the Hillabee Energy Center

partially completed 740 MW gas-fired combined cycle

power generation facility
in Alabama the West Valley

Power Plant 200 MW gas-fired peaking plant and

uranium market participant

This increase was partially offset by

$2.2 billion of cash used for contract and portfolio

acquisitions as component of our strategic divestitures

As result of the structure of the divestitures of

majority of our international commodities Houston-

based gas trading and other trading operations we are

required to present investing cash flows for

in-the-money contracts on gross basis separate from

financing cash inflows for out-of-the-money contracts

executed simultaneously We discuss our divesritures in

more detail in Note to Consolidated Financial

Statements There was no such activity in 2008

$0.2 billion of cash used for working capital

investment in CENG of $0.1 billion and contribution

to UNE of $0.1 billion

Gash Flows from Financing Activities

Cash used in financing activities was $0.5 billion in 2010

compared to cash used in financing activity of $1.8 billion in

2009 The decrease in cash used for financing activities of

$1.3 billion was primarily due to

$2.5 billion lower net debt
repayments

in 2010

compared to 2009 In 2009 we repaid $1.0 billion of

14% Senior Notes $0.8 bfflion in short-term

borrowings on our credit facilities $0.5 billion of

6.125o Fixed Rate Notes and $0.3 billion of.Zero

Coupon Senior Notes In 2010 we retired $0.5 billion

7.00% Notes due April 2012
pursuant to cash

tender offer and repurchased outstanding Tax Exempt

Variable Rate Notes totaling $0.1 billion These debt

retirements were substantially offset by the issuance of

$0.o billion of 5.15to Fixed Rate Notes in December

2010

$1.0 billion lower cash outflows related to derivative

contracts deemed to contain financing element at

inception that must be classified as financing activities

rather than opetating activities in 2010 compared to

2009 These contracts primarily related to transactions

associated with the divestiture of our Houston-based gas

trading operation in March 2009 when we executed

transactions at prices that differed from marker prices

As result for cash flows associated with the out-of the

money derivative transactions executed we recorded the

ongoing cash flows related to these contracts as

financing cash flows in March 2009

This decrease was partially offset by $2.2 billion of lower

proceeds from contract and portfolio acquisitions related to the

structure of the divestiture of the majority of our international

commodities operation in March 2009

Cash used in financing activities was $1.8 billion in 2009

compared to cash provided of $3.1 billion in 2008 The increase

in cash used for financing activities of $4.9 billion was primarily

due to

$3.0 billion net increase in cash used to repay

short-term borrowings and long-term debt primarily due

to the
repayment

of the $1 billion lzsOio Senior Notes to

MidAmerican in January 2009 $1.6 billion in net

repayments of short-term credit facilities $0.5 billion

repayment of 6.125 fixed rate note and

$0.3 billion repayment of Zero Coupon Senior Notes

$3.1 billion net decrease in cash received from the

issuance of long-term debt and

$1.2 billion in cash outflows related to derivative

contracts deemed to contain financing element at

inception that must be classified as financing activities

rather than operating activities These contracts

primarily relate to transactions associated with the

divestiture of our international commodities operation

Houston-based gas trading operation and certain other

trading operations During 2009 we executed derivatives

as parr of these divestiture transactions at prices that

differed from then-current marker prices As result

cash flows associated with the out-of-the money

derivative transactions are deemed to contain financing

element and we must record the ongoing cash flows

related to these contracts as financing cash flows We

discuss our divestitures in more detail in Note to

Consolidated Financial Statements

This increase in cash used for financing activities was

partially offset by $2.3 billion of cash provided from contract

and portfolio acquisitions as component of our strategic

divestitures As result of the structure of the divesrirures of

majority of our international commodities Houston based
gas

trading and other trading operations we are required to present

financing cash inflows for out-of-the-money contracts on gross

basis separate from investing cash outflows for in-the-money

contracts executed simultaneously We discuss our divesrirures in

more detail in Note to Consolidated Financial Statements There

was no such activity in 2008

Contract and Portfolio Acquisitions

During 2010 and 2009 our NewEnergy business acquired

several pre-existing energy purchase and sale agreements
which

generated significant cash flows at the inception of the contracts

These
agreements

had contract prices that differed from market

prices at closing which resulted in cash payments to or from the

counterparty at the acquisition of the contract We paid net cash

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

execution of total return swaps to assist in the execution of our

divestitures of our international cOmmodities and Houston-based

gas trading upcratiuns We tcficet the wideilyiug coutiacts uu

gross basis as assets or liabilities in our Consolidated Balance

Sheets depending on whether they were above- or below-market

prices at closing therefore we have also reflected them on

gross
basis in cash flows from investing and financing activities

in our Consolidated Statements of Cash Flows as follows

lissi ended December 31

Financing activitiesproceeds

from contract and portfolio

acquisitions

Investing activitiescontract and

portfolio acquisitions

52.2

208.3

In millions

2263.1

2153.7

Cash flows from contract and

portfolio acquisitions $156.1 109.4

We record the proceeds we receive to acquire energy

purchase and sale
agreements as financing cash inflow because

it constitutes
prepayment

for portion of the market price of

energy
which we will buy or sell over the term of the

agreements
and does nor represent

cash inflow from cisrrenr

period operating activities For those acquired contracts that are

derivatives we record the ongoing cash flows related to the

contract with the counterparties as financing cash inflows For

those acquired contracts that are not derivatives we record the

ongoing cash flows related to the contract as operating cash

flows

We discuss certain of these contract and portfolio

acquisitions in more detail in Note to Consolidated Financial

Statements

Cash Flow ImpactsCEPIG Joint Venture

Prior to November 2009 we recorded 100% of the revenues

expenses
and cash flows from CENG and the nuclear plants it

owns because we wholly owned this entity On November

2009 we completed the sale of 49.99% membership interest

in CENG to EDF and we deconsolidated CENG Accordingly

for periods after November 2009 we ceased recording

CENGs cash flows and began to record cash flows from our

PPA and other transactions with CENG We will record any

future cash flows from distributions received from CENG based

on our 50.01% ownership interest and we may be required to

make capital contributions to help fund CENGs capital

program

As result of deconsolidation our Generation business cash

flows differed from historical cash flows primarily due to the

following factors

We now sell between 85-90% of the output of CENGs

plants excluding output sold by CENG directly to third

parties rather than 100% of the plants total
output

including volumes contrated to third parties

Fuel and purchased energy expenses reflect our purchases

of the output 0f CENG5 plants excluding uupui suld

directly to third parties as provided under the terms of

the PPA with CENG We discuss the terms and

subsequent amended terms of the PPA in Note to

Consolidated Financial Statements

Operating expenses no longer include CENGs plant

operating costs or general and administrative expenses

We no longer incur cash flows for 100% of CENGs

capital expenditures or the acquisition of nuclear fuel

but we are required to make capital contributions to

help CENG fund these expenditures

We will rrd Lash distiibutiuus fiout CENG lf and

when such distributions are declared We did not receive

any distributions from CENG in 2010

In addition we entered into power services agency

agreement PSA and an administrative service
agreement ASA

with CENG The PSA is five-year agreement under which we

will provide scheduling asset management and billing services to

CENG and will recognize average annual revenue of

approximately $16 million

The ASA is one year agreement that is renewable

annually under which we provided administrative support

set vices to CENG fur fee uf approximately $66 iiulliou fj

2010 The level of fees for administrative support services will be

subject to change in future years based on.the level of services

provided The charges under these agreements are intended to

represent the actual cost of the services provided to CENG from

us In October 2010 we entered into comprehensive

agreement with EDE Among other provisions of the agreement

the ASA was extended through 2017 We discuss the

comprehensive agreement with EDF in more detail in Note to

Consolidated Financial Statements

Impact of Security Ratings on Our Liquidity

We
rely on access to capital markets as source of liquidity for

capital requirements not satisfied by operating cash flows

Independent credit rating agencies tate Constellation Energys

and BGEs fixed-income securities These ratings affect how

much it will cost us to sell securities and in certain cases our

ability to access capital markets to sell securities Generally the

better the rating the lower the cost of the securities to us when

we sell them The factors that credit rating agencies consider in

establishing Constellation Energys and BGEs credit ratings

include but are not limited to cash flows liquidity business

risk profile stock price volatility political legislative and

regularoty risk interest charges relative to operating cash flows

and the level of debt relative to total capitalization

2010 2009 2008
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At the date of this report the senior unsecured debt and

commercial
paper

credit ratings for Constellation Energy and

BCE were as follows

Constellation Energy

Senior Unsecured Debt BBB- Baa3 BBB
Commercial Paper A-3 P-S F3

BGE

Senior Unsecured Debt BBB Baa2 BBB
Commercial Paper A-2 P-2 F2

The Constellation Energy and BGE ratings in the above

table reflect stable outlooks by all the credit rating agencies

except that Moodys rating of BGE reflects positive outlook If

any of these credit ratings were to be downgraded especially

below investment grade our ability to raise capital on favorable

terms including in the commercial paper markets if available

could be hindered and our borrowing costs would increase

Additionally the business prospects of our wholesale and retail

competitive supply businesses which in many cases rely on the

creditworthiness of Constellation Energy would be negatively

impacted In this regard we have certain agreements that

contain provisions that would require us to post additional

collateral upon credit rating downgrade

We discuss the potential effect of ratings downgrade in

the Collateral section

We discuss the potential effect of ratings downgrade on

our ability to maintain ongoing compliance with financial ratios

in our existing credit agreements
in Note to Consolidated

Financial Statements

As condition to the October 2009 Maryland PSC order

approving our transaction with EDF Constellation Energy and

BGE were required to implement ring fencing measures to

provide bankruptcy protection and credit rating separation of

BCE from Constellation Energy We completed the

implementation of these measures ir February 2010

We remain committed to maintaining stable investment

grade credit profile and to meeting our liquidity requirements

We discuss our available sources of funding in more detail below

Available Sources of Funding

In addition to cash generated from operations we rely upon

access to capital for our capital expenditure programs snd for the

liquidity required to operate and support our commercial

businesses Our liquIdity requirements are funded by credit

facilities and cash We fund our short-term working capital

needs with existing cash and with our credit facilities many of

which support direct cash borrowings and the issuance of

commercial paper We also use our credit facilities to support the

issuance of letters of credit primarily for our NewEnergy

business

The primary drivers of our use of liquidity have been our

capital expenditure requirements and collateral requirements

associated with hedging our generating assets and hedging our

NewEnergy business in both power and
gas Significant changes

in the prices 0f commodities depending on hedging strategies

we have employed could require us to post additional letters of

credit and thereby reduce the overall amount available under

Fitch
our credit facilities or to post additional cash thereby reducing

Rstings our available cash balance Additional regulation of the

derivatives markets could also require us to post additional cash

collateral We discuss the financial reform legislation enacted in

2010 in more detail in the Federal Regulation section

We discuss our and BCEs credit facilities in detail in

Note to Consolidated Financial Statements

Net Available Liquidity

Constellation Energys excluding BCE and BCEs net available

liquidity at December 31 2010 was $3.3 billion and

$0.6 billion respectively We discuss net available liquidity in

more detail in the Note to Consolidated Financial Statements

Collateral

Constellation Energys collateral reçuirements generally arise

from its NewEnergy business as result of its participation in

certain organized markets such as Independent System

Operators ISOs or financial exchanges as well as from our

margining on over-the-counter OTC contracts

To support NewEnergys wholesale and retail power

obligations and our limited trading activities Constellation

Energy posts collateral to ISOs Forward hedging of our

Ceneration and NewEnergy businesses creates the need to

transact with exchanges such as New York Mercantile Exchange

and Intercontinental Fxchange We post initial margin based on

exchange rules as well as variation margin related to the change

in value of the net open position with the exchange

In addition to the collateral posted to SOs and exchanges

we post
collateral with certain OTC counterparties These

collateral amounts may be fixed or may vary with puce
levels

There are certain inherent asymmetries relating to the use

of collateral that create liquidity requirements for our Ceneration

and NewEnergy businesses These asymmetries arise from our

actions to be economically hedged as well as market conditions

or conventions for conducting business that result in some

transactions being collateralized while others are not including

in our NewEnergy business we genorally do not receive

collateral under contractual obligations to supply power

or gas
to our customers but we hedge these transactions

through purchases of
power

and
gas

that generally

require us to post
collateral By entering into gas

supply agreement with the buyer of our gas trading

operation we have reduced our collateral requirements

to support our retail gas operation We discuss this gas

supply agreement in more detail in Note to

Consolidated Financial Statements We also intend to

further align our load obligations by buying generation

assets in regions where we do nor have significant

generation presence and entering into longer-tenor

agreements with merchant generators further reducing

our dependence on exchange-traded 1iroducrs thereby

Standard

Poors

Rating

Group

Moodys
Investors

Service
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lowering our collateral requirements During 2010 we

acquired generation assets in Texas and in January

2011 we acquired generktion assets in Massachusetts

which will assist with reducing our collateral

tequirements

In our Generation business we may have to post

collateral on our power sale or fuel purchase contracts

Finally collateral types may asymmetrically impact our

liquidity In margining with OTC counterparties we may post

letter of credit LC collateral for an out-of-the money

counterparty However we may receive LC collateral when we

are in-the-money with counterparty Posting LCs reduces our

liquidity while the receipt of LC collateral does nor increase our

liquidity

Customers 0f uur NcwEncrgy business
rely on th

creditworthiness of Constellation Energy In this regard we have

certain agreements that contain provisions that would requ.ire us

to post additional collateral upon credit rating downgrade in

the senior unsecured debt of Constellation Energy Based on

contractual provisions at December 31 2010 we estimate that if

Constellation Energys senior unsecured debt were downgraded

to one level below the investment grade threshold we would

have the following additional collateral obligations

In billions

Below investment grade $1.0

If these ate split acsngs among the independent credit
rating agencies

the lowest tredit rating is ussel to determine stir incremental collateral

obligations

Includes $0.1 billion related to derivative contracts as disciosed in

Note 13 to consolidated Financial Statements

Based on market conditions and contractual obligations at

the time of downgrade we could be required to post

additional collateral in an amount that could exceed the

obligation amounts specified above which could be material We

discuss our credit facilities in the Available Sonrces of Funding

section In addition rulemaking uider the Dodd-Frank Act

could impose additional collateral requirements We discuss this

rulemaking in the Federal Regulation section

Capital Resources

Our actual consolidated capital requirements for the years 2008

through 2010 along with the estimated annual amount for

2011 are shown in the following table

We will cnntiniie rn have each requirements fnr

working capital needs

payments of interest distributions and dividends

capital expenditures and

the retirement of debt

Capital requirements for 2011 and 2012 include estimates

of spending for existing and anticipated projects We

continuously review and modif those estimates Actual

requirements may vary from the estimates included in the table

below because of number of factors including

regulation legislation and competition

BGE load requirements

environmental protection standards

the
type

and number of projects selected for

construction or acquisition

the effect of economic and market conditions on those

projects

the cost and availability of capital

potential capital contributions to CENG
the availability of cash from operations and

business decisions to invest in capital projects

Our estimates are also subject to additional factors

Please see the Forward Looking Statements and Item 1A Risk

Factors sections

2008 2009 2010

2011

Estimate

In billions

Generation and Other Capital

Requirements

Major Environmental $0.5 $0.3 $0.1 $0.1

Maintenance 0.5 0.6 0.1 0.1

Growth 0.4 0.2 0.1

Total Generation and Other

Capital Requirements 1.4 1.1 0.3 0.2

NewEnergy Capital

Requirements

Maintenance 0.1

Growth 0.2 0.1 0.1 0.2

Total NewEnergy capital

Requirements 0.3 0.1 0.1 0.2

Regulated Capital

Requirements

Electric Gas Distribution 0.4 0.3 0.4 0.4

Electric Transmission 0.1 0.1 0.1

Smart Energy Savers

Initiatives 0.1 0.1 0.1

Total Regulated Capital

Requiremenu 0.5 0.4 0.6 0.6

Total Capital Requirements $2.2 $1.6 $1.0 $1.0

Eligible capital projects
are shown net of anticsjsated invesvnent tax credits or

grants

As of the date of this report we estimate our 2012 capital

requirements will be approximately $1.0 billion

Capital Requirements

Generation intel NewEnergy Businesses

Our Generation and NewEnergy businesses capital requirements

consist of its continuing requirements including expenditures

for

maintenance and uprates to the capacity of our

generating plants

solar projects and
upstream

natural
gas properties

Level Below

Credit Ratings Downgraded to Current Rating

Additional

Obligations
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costs of complying with the Environmental Protection

Agency EPA Maryland and various other states

environmental tegulations tand legislation and

enhancements rn nur infnrmsrinn
technology

inftssttuctute

In addition in Januaty 2011 we completed the acquisition

of Boston Genetatings 2950 MW fleet of generating plants fot

apptoximately $1.1 billion subject to working capital

adjustment We funded this acquisition through mix of

available cash and debt

In December 2009 we were selected by the State of

Maryland to consttuct own operate and maintain 17 MW
solar photovoltaic power

installation in Emmitsburg Maryland

We
expect

this project to cost us approximately $60 million and

be completed by December 2012 Renewable electricity

produced by the system will be purchased by the State of

Maryland at the site of Mount Sr Marys University under

20-year solar power purchase agteement

In 2009 we acquired the 70 MW Criterion wind project

to be constructed in Garrett County Maryland We closed this

transaction in the first quarter
of 2010 and we placed it in

service in the fourth quarter of 2010

Regulated Electric and Gas

Regulated electric and gas construction expenditures primarily

include new business construction needs and improvements to

existing facilities including projects to improve reliability and

support demand response and conservation initiatives Further

BGE continues to invest in transmission projects that earn

FERC authoriaed rate of return

In August 2010 the Maryland PSC approved

comprehensive smart grid initiative for BGE which includes the

planned installation of million residential and commercial

electric and gas smart meters at an expected total cost of

approximately $480 million In 2009 the United States

Department of Energy DOE selected BGE as recipienr of

$200 million in federal funding for our smart grid and other

related initiatives This
grant

allows BGE to be reimbursed for

smart grid and other expenditures up to $200 million

substantially reducing the total cost of these initiatives

Funding for Capital Requirements

Generation and NewEnergy Businesses

We
expect to fund the capital requirements of our Generation

and NewEnergy businesses with inreonally generated cash and

other available sources To the extent that internally generated

cash is not sufficient to meet those requiremenrs we would seek

additional funding from the money markets capital markets and

lease markers subject to credit conditions and market liquidity

and if necessary from draw downs on credit facilities

The projects that our Generation and NewEnergy

businesses develop typically require substantial capital

investment Many of the qualifring facilities and independent

power projects that we have an interest in as well as our

upstream properties are financed primarily with non-recourse

debt that is repaid from the projects cash flows This debt is

collareraliaed by interests in the physical assets major project

contracts and agreements
cash accounts and in some cases the

ownership interest in that project

Regulated Electric and Gas

We expect to fund capital expenditures associated with our

regulated electric and gas businesses through combination of

internally and externally generated cash To the extent rhat

internally generated cash is nor sufficient to meet those

requirements we would seek additional funding from the

short-term and long-term capital markers including trust

preferred securities or preference stock subject to credit

conditions and market liquidity and if necessary from draw

downs on credit facilities BGE may also receive equity

contributions from time to time from Constellation Energy

Contractual Payment Obligations and Committed

Amounts

We enter into various agreements that result in contractual

payment obligations in connection with our business activities

These obligations primarily relate to our financing arrangements

such as long-term debt preference srock and operating leases

purchases of capacity and energy to support our Generation and

NewEnergy business acriviries and purchases of fuel and

rransporrarion to satis the fuel requirements of our power

generating facilities

We derail our contractual paymenr obligations as of

December 31 2010 in the following table

Payments

2012- 2014-

2011 2013 2015 Thereafter Total

hi toil/ions

cortrraceual Payment Obligations

Long-teem debt

Noneegulated

Peincipa 223.6 19.7 596.2 5i74.9 2614.4

Inteeese 139.0 281.3 277.7 2807.6 3705.6

Total 362.6 301.0 873.9 4582.5 6120.0

BGE
Principal

Interest

81

127.6

699

231

1449

162
7779

1174.2

1436

1695.6

Tots

BGE preference stock

209.3 870.4 307.i 2452.1

190.0

38392

190.0

Operating leases 21

Operating leases gross
202.1 328.0 301 108.3 9398

Soblease rentals 22.4 417 19.6 28.6 112.3

Operating leases net 179.7 286.3 281.8 79.7 827.5

Purchase
obligations

Puecha ed
capacity

and

eneegy

Purchased
energy

from

430.6 503.0 164.3 2636 1961.5

CENG 4884 61.2 1735.5 3585.1

Foe and transportation

Other

535.7

53.0

499
30.0

20.2 lG.O

7.4

1411.8

95.9

Other noncurrent liabilities

Uncertain ta positions liability

Fee ion benefits

60.3

7.2

100.2

1606 92.2

i.8 170.0

2600

Poseretirement and post

employment benefits 26.8 75.5 58 249.1 389.9

Total conteacrual
paytnent

obligations $2353.6 $4518.1 $3776.8 $8002.4 $18650.9

Amounts in long eerri debt reflect the original maturity dare hieesrsrs rsray require us to

repay $75.0 million
early ehrongh remnarheclngfeaonres

Inrre on variable rare debt is

included based on forirard corer for interest rates

Otsr
operanrig

lessse csrnrrsicrrierirs isstlisde fissure payment obligations tinder certain potter

purchase agreersients as discissscdfisrther
in Note 11 so Coisyldated Financial

Seat eirieries

Contract to put
chsoe goods or screices that specifi all signtflcarst tn rca Amounts related

to certain purchase obligations are based on fiinsre purchase erpeceacion tohich niay

dlJcsflsni acousl purchases

Our conenicenal obligations for purchased capacity
and

energy are shoron on gross
basis

for certain rrarioactisns inchidinug both the fleed payment portions of tolling contracts

and estimated variable paynients under unit-contingent potter purchase agreements

As pare of reaching cornpuçhentsiec agrernierir meh .LDF in october 2010 ire nb lified

misting poirer purchase agrerrniene
cieh CENC to be unit contingent ehrougls she

end of its original cerrmu in 2014 Additionally beginrnrig sri 2015 and continuing to the

end
of the life s/the respective plants roe agreed to purchase 5O.Olo of

the aearhuble

output of ENC nuclear planes at niarbee prices We have inchsded in the cable stir

conirnntrnento under this agreement for flee years the tinnie period for ichich tee haee

more reliable clara Further tee continue to own 500100 rrientbruship
interest in

CENC that we acsouno for as an rqnioy
method invesonienc Sec Note 16

irs
the

Consolidated Financial Scaceniencs for rmtore detaili on this
agreemenc

Amsiounts related to pension benefits reflect our current year forecast for contributions for

our qnalifled pension plisus arid
participant payroicnes for our rsoriqusiluflrdprrisioru plans

Refor to Note to Consolidated Financial Statements for niore detail or our pension

plans

Arriourits related to pootrerirernerie arid poserrnploymnrne benefits ate for unfunded phins

arid
reflect present

valise aniount.r consistent icith the deecrrrnriaeuon
of

the nelased

liabilities recorded in stir Consolidated Balance Sheets as discussed in Note to

Coreuolidaercl Financial Statements
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Off-8alance Sheet Arrangements

For financing and other business urposes we utilize certain

off balance sheet arrangements
that are not reflected in our

Consolidated Balance Sheets Suds arrangements
do not

represent significant part of our activities or significant

ongoing source 0f financing

We use these airangements when they enable us to obtain

financing or execute commercial transactions on favorable terms

As of December 31 2010 we have no material off-balance sheet

arrangements including

guarantees with third parties that are subject to initial

recognition and measurement requirements

retained interests in assets transferred to unconsolidated

entities or similar
arrangement

that serves as credit

liquidity or market risk support to such entity for such

asset

derivative instruments indexed to our common stock

and classified as equity or

variable interests in unconsolidated entities that provide

financing liquidity market risk or credit risk support

or engage in leasing hedging or research and

development services

At December 31 2010 Constellation Energy had total

face amount of $9.4 billion in guarantees outstanding of which

.6 billion related to our NewEnergy business These amounts

generally do not represent incremental consolidated Constellation

Energy obligations rather they primarily represent parental

guarantees of certain subsidiary obligations to third parties in

order to allow our subsidiaries the flexibility needed to conduct

business with counterparties without having to post other forms

of collateral Our estimated net exposure for obligations under

commercial transactions coveted by these guarantees was

approximately $1.5 billion at December 31 2010 which

represents the total amount the parent company could be

required to fund based on December 31 2010 marker prices

For those
guarantees

related to our derivative liabilities the fair

value of the obligation is recorded in our Consolidated Balance

Sheets We believe it is unlikely that we would be required to

perform or incur any losses associaitd with guarantees of our

subsidiaries obligations

We discuss our other guarantees in Note 12 to Consolidated

Financial Statements and our significant variable interests in

Note to Consolidated Financial Statements

Risk Management
Introduction

Risk is inherent in pur business activities Constellation Energy

is exposed to market credit operational and liquidity risks that

are fundamental to our business 0f providing products and

services across the energy
value chain Additionally our

businesses are subject to business and strategic risks the risks of

unsuccessful business performance due to changing economic

conditions competition regulatory environment legislation

economic conditions market liquidity country or sovereign

issues systems or process failure and fiscal and monetary

policies These risks exist in our business with varying levels of

exposure
and are interrelated and cannot be managed in

isolation

The Companys risk
management

framework and

governance structure are intended to provide appropriate controls

and ongoing management of the major risks in our business

activities The risk management framework is also intended to

create culture of risk awareness and personal accountability for

risk-taking across the Company As result of the extent and

diversity of the risks the Company faces in its business

operations we analyze risk and risk concentration at transaction

portfolio business and enterprise-wide levels to ensure that

material risks are identified and managed effectively We utilize

numerous methods to evaluate and measure risks In general we

evaluate risks in terms of the impact on our economic value

earnings liquidity strategic objectives credit rating reputation

and values We identify and evaluate risks based not only on

their probability of occurring and magnitude of impact on the

financial statements but also with respect to the potential for

significant or unexpected shifrs in market conditions or rules

We recognize
the importancc of managing risk as key

differentiator in the energy business and view the active and

effective management of the risks in our businesses to be of

paramount importance Our risk management program
is based

on established policies and procedures to manage risks

combined with an extensive system 0f internal controls

Nevertheless no system of risk management can cost-effectively

eliminate all risks to which an entity is exposed Thus in

particular environments the Company may not be able to

mitigate risk
exposures to the level desired and may have

exposures to certain risk factors that cannot be mitigated

In this section we will review the Companys risk practices

in terms of our

risk governance

risk functions and

risk
exposures

Risk Gooernance

Our Board of Directors is responsible for risk oversight of

Company activities The Board of Directors has approved the

Companys risk appetite statement and has authorized

management to establish risk policies and limits consistent with

this statement The Audit Committee of the Board of Directors

periodically reviews compliance with our risk policies and limits

and the effectiveness of the related internal controls The

Compensation Committee of the Board of Directors is

responsible for oversight of the impact of compensation policies

on risk-taking Management has established the risk appetite

statement in the context of the market environment and the

Companys business strategy
In setting the risk appetite the

Company takes into consideration factors such as market

volatility product liquidity business trends and management

experience

The Companys Risk Management Committee RMC is

responsible for approving risk
management policies and limits

consistent with the risk appetite statement reviewing procedures

for the identification assessment measurement and
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management
of risks and monitoring risk exposures The RMC

meets on regular basis and is chaired by our Chief Executive

Officer Other committee mcmbeFs arc our Chief Risk Officer

Chief Financial Officer Vice Chairman General Counsel Chief

Human Resources Officer head of Corporate Strategy and

Development head of Corporate Affairs Public and

Environmental Policy and business unit leaders In addition the

Chief Risk Officer coordinates with the risk
management

committees in the business unirs that meet regularly to identifjr

assess and quantifr material risk issues and to develop strategies

to manage these risks

Business managers are responsible for managing risks within

the established risk appetite while the Risk Management Group

RMG is responsible for enforcing compliance with risk

management policies and risk limits The RMG reports to the

Chief Risk Officer who is member of the Companys

Management Committee and who reports to the Chief Executive

Officer and the Board of Directors The Chief Risk Officer

provides regular risk
management updates to the Audit

Committee and the Board of Directors

In an effort to manage risks Constellation Energy has

established series of limits at the corporate and business unit

level that reflect the Companys risk appetite Business units are

responsible for adhering to established limits against which

exposures are monitored and reported Limit breaches are

reported in timely manner to senior management who

consults with the business unit on an appropriate course of

action

Risk Functions

Risks are managed at the individual and portfolio level of

exposure
in each business relative to the Companys risk appetite

in aggregate and across all major risk types

Constellation Energys RMC is an independent function

tasked with providing an independent quantification and

assessment of key business risks as well as providing an

evaluation of individual risk
components

that contribute to the

Companys consolidated tisk ptofile The RMG is also

responsible for establishing risk policies maintaining apptopriate

risk controls ensuring complidnce with policies and ptocedures

and monitoring methods according to the tisk patameters

established by the Board 0f Directors

The RMG consists 0f seven divisions that focus on

specialized area of risk

Credit Risk Management

Credit Risk Management is responsible for managing the risk of

loss inherent in the tusiness units stemming from
counterparty

or customer failures and adverse market events that effect

counterparty creditworthiness This group supports the business

units by establishing credit relationships with various wholesale

counterparties and retail customers and facilitating market

liquidity with credit limits and appropriate contractual credit

terms and conditions Credit risk
managers are responsible for

managing credit risk associated with our business activities

including establishing limits and contractual structures as well as

establishing and enforcing credit policies

Market Risk Management

Market Risk Management is responsible for effectively

identifring quantil5ring monitoring and reporting on impacts

of market risk to include price volatility correlations volume

uncertainty market liquidity interest rate and currency exposure

on company businesses The market risk
group

also enforces the

Market Risk policies and ensures compliance with these policies

including the monitoring analyzing and escalating of market

risk controls This group also develops market risk measurement

tools such as stress and scenario tests gross margin-at-risk and

assists the businesses in implementing marker strategies with the

highest benefits

Collateral and Funding Liquidity Risk Management

Collateral Risk Management is responsible for providing an

integrated view on credit market and company liquidity risks to

facilitate Treasurys management of the Companys collateral and

overall liquidity position Funding liquidity risk is the risk that

we may be unable to fund our obligations in some future

period This groupi responsibilities include measuring and

monitoring collateral flows downgrade collateral needs and

collateral use across the Company Additionally this group

forecasts expected collateral and liquidity requirements as well as

estimates potential collateral requirements due to marker shifts

hedging strategies and adjustments to the Companys credit

ratings Finally Collateral Risk Management assists the

businesses in determining the strategic use of collateral and the

appropriate cost of collateral for transactions The group also

works closely with the Treasury function to plan for expected

and contingent liquidity needs based on the Company/s

long-term business plan

Operational Risk Management

Operational risk is the risk associated with human error failure

of process and systems or external factors RlvIC staff oversee

implementation of common framework for defining

measuring monitoring and reporting operational risks The

integrated risk assessment process involves capturing risk and

controls holistically Accountability for the identification of risks

in our business processes resides with business management who

must ensure the completeness and effectiveness of controls and

level of residual risk

Corponste Audit

Corporate Audit assists in ensuring that controls put in place by

management to mitigate the risks of the business are adequate

and functioning appropriately This group supports the risk

assessment process including the analysis 0f inherent and residual

risk performs risk-based audits as approved by the Audit

Committee of the Board of Directors and supports the

improvement of the effectiveness and efficiency of key business

processes

Special Situations Group

Our Special Situations Group is comprised of two departments

receivables
management and credit workout Receivables

management seeks to maximize cash flows from collection efforts
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Regulated Gas Business

BGE acquires all of irs natural gas for delivery to customers

from third pairy suppliers Therefore BCEs regulated gas

business is exposed to market price risk However BCE recovers

the costs of purchased gas
under the market-based rates incentive

mechanism approved by the Maryland P5G Additionally BCE

may enter into
gas futures options and

swaps to hedge its price

risk under our market-based rare incentive mechanism and our

off-system gas sales program as appropriate We discuss this

further in Note 13 to Consolidated Financial Statements Ar

December 31 2010 our exposure to commodity price risk for

our regulated gas
business was nor material

BCEs regulated gas business is also exposed to wholesale

credit risk from irs suppliers as well as retail credit risk from its

customers Finally BGE is subject to operational risks including

potential impacts from storms and distribution asset failures

for the Companys business units Irs primary function is to

mitigate risk by focusing efforts on all aspects of the accounts

receivable process including fees related to early termination of

energy supply contracts Credit workout is responsible for the

management
of distressed customers These include

counrerparries in bankruptcy and contractual defaulr Credit

workout also seeks to generare cash flows by negotiating early

settlement on potential losses and through the sale of impaired

assets in the secondary market

Deal Review Risk Analytics and Risk Capital

Our Deal Review team performs independenr reviews of

structured rransacrions and develops standardixed risk-adjusted

metrics for assessing these transactions Our Risk Analytics ream

pruvides quanrirarive suppurr tu all risk functiuns builds key risk

models and metrics and conducts independent validation of

models used by the Company Our Risk Capital ream is

responsible for the development and implementation of

framework for the measurement of capital adequacy risk-based

transaction pricing and risk-adjusted performance measurement

of our business segmenrs and portfolios Risk capital or

economic capital is the level of capital required to offset the

effecr of unexpected specified stress on the economic value of

the Company Jr is an assessment of the underlying market

credit operational and liquidity risks of the Companys business

acriviries utilizing internal risk assessment methodologies

Risk Erposures

We
manage

risks across all of our businesses We summarize

below the risks we manage within each of our businesses

Generation and NewEnergy Businesses

Our Generation and NewEnergy businesses are exposed to

various risks in the competitive marketplace that may marerially

impact our financial results and affect our earnings These risks

include changes in commodity prices potential imbalances in

supply and demand credit risk and operational risk

Regulated Electric Business

BCE does nor own or operate any Clecrric generating facilities

Therefore BCEs regulated electric business is exposed to marker

price risk To mitigate rhis BCE obtains energy and capacity to

provide SOS through competitive bidding process approved by

the Maryland PSC We discuss SOS and the impact on base

rates in more derail in Item Business Baltimore Gas and

Electric CompanyElectric Business section As result of this

process
BCEs

exposure to marker price risk is limired and at

December 31 2010 our exposure to commodity price risk for

our regulared electric business was nor material However BCE

may enter into electric futures options and swaps to hedge irs

market price risk if appropriate We discuss this further in

Note 13 to Consolidated Financial Statements

BCEs regulated electric business is also exposed to

wholesale credit risk from irs suppliers as well as retail credit risk

from irs customers Finally BCE is subject to operational risks

including potential impacts from storms and distribution asset

failures

Risk Exposure Categories

The various categories of risk exposures that we manage include

but are nor limited to market risk which includes interest rare

risk security price risk and foreign currency risk credit risk

which includes wholesale and rerail credit risk operational risk

and collateral and funding liquidity risk As previously noted

these risks may be common to more than one of our businesses

We discuss each of these primary risk exposure categories

separarely beluw

Marker Risk

We are exposed to the impact of marker flucruarions in rhe price

and rransporrarion cosrs of
power

narural
gas coal and other

relared commodities These risks arise from our ownership and

operation of power plants our retail and wholesale customer

supply operarions and our origination risk management and

rrading acriviries These commodity price risks arise from

changes in marker volariliries or correlations and

changes in interest and foreign exchange rates

number of facrors associated with rhe srrucrure and

operation of the energy markers influence rhe level and
volatility

of prices for
energy

commodiries and related derivarive products

We use such commodities and products in our Generation and

NewEnergy businesses and if we do nor hedge the associated

financial exposure rhis commodity price volatility
could

adversely affect our economic value or earnings These factors

include

seasonal daily and hourly changes in demand

extreme peak demands due to wearher conditions

available supply resources

transportation availability and reliability within and

berween regions

locarion of our generaring faciliries relarive to rhe

location of our load-serving obligarions

procedures used to maintain the integrity of the physical

power sysrem during exrreme conditions

changes in the narure and extent of federal and state

regularions and

geopolirical concerns affecting global supply of coal oil

and natural gas

65



These factors can affect
energy commodity and derivative

prices in different ways and to different degrees These effects

may vary as result 0f regional differences in

wcathci conditions

market liquidity

capability and
reliability

of the physical power and gas

systems and

the nature and extent of power market restructuring

Additionally we have fuel requirements rhat are subject to

future changes in coal natural gas and oil prices Our power

generation facilities purchase fuel under contracts or in the spot

market Fuel prices may be volatile and the price that can be

obtained from electricity sales may not change at the same rare

or in the same direction as changes in fuel costs This could

havc matcrial adversc
iiiipact on our financial results

While some of the contracts we use to manage risk

represent commodities or instruments for which prices are

available from external sources other commodities and certain

contracts are nor actively traded and are valued using other

pricing sources and modeling techniques to determine expected

future market prices contract quantities or both We use our

best estimates to determine the fair value of commodity and

derivative contracts we hold and sell These estimates consider

various factors including closing exchange and over-the-counter

price quotations time value volatility factors historical price

relationships and credit exposure However it is likely that

future market prices could vary from those used in recording

derivative assets and liabilities subject to mark-to-market

accounting and such variations could be material

Power gas coal and other related commodity trading risks

involve the potential decline in net income or financial

condition due to adverse changes in market prices whether

arising from customer activities generating plants or proprietary

positions taken by the Company We assess and monitor market

risk with variety of tools including EVaR VaR scenario

analysis and stress testing

EVaR
EVaR measures the potential pre-tax loss in the fair value of the

Generation and NewEnergy businesses due to changes in market

risk factors EVaR is one-day value-at-risk measure calculated

at 95% confidence level assuming standard normal

distribution of prices over the most recent rolling 3-month

period EVaR includes all positions over forward rolling

60-month time horizon that expose us to market price risk

regardless of business line

Positions included in EVaR are comprised of

mark-to-marker and nonderivarive accrual positions that create

market risk including

derivative arid nonderivarive commodity contracts

associated with our Generation and NewEnergy
businesses

physical assets such as our owned and contractually

controlled generating plants

our share of investments in generating plants and

our share of investments in upstream natural gas

properties

We include the positions related to physical assets to

provide more complete presentation of our commodity market

risk exposures EVaR includes illiquid products and positions for

which there is limited price discovery Modeling the positions in

our Generation and NewF.nergy businesses involves number of

assumptions and includes projections of generation emission

rates and cnsrs ciistnmer cad grnwrh cad recpnnse tn weather

and customer response to competitive supply Changes in our

forecast or management
estimates will affect the fair value of

these positions in manner nor captured by EVaR
EVaR reflects the risk of loss due to market prices under

normal market conditions An inherent limitation of our

value-at-risk measures is the reliance on historical prices

sudden shift in market conditions can cause the future behavior

of market prices to differ materially from the past We use stress

tests and scenario analysis to better understand extreme events as

complement to EVaR This includes exposure to unlikely but

plausible events in abnormal markets sensitivity to changes in

management projections of customer demand or forecasted

generation output and price sensitivity to illiquid points and

regional basis spreads

EVaR is monitored daily and is subject to regional and

overall guidelines for the NewEnergy business We place

guidelines on the risk associated with
illiquid delivesy locations

and regional basis within our NewEnergy business Additionally

we monitor generation plant hedge ratios relative to guidelines

specified by management Stress tests and scenario analysis are

conducted regularly and the results trends and explanations are

reviewed by senior management and risk committees

The EVaR amounts below represent the potential pre-tax

change in the fair values of our Generation and NewEnergy
businesses positions over one-day holding period

95s Confidence Level One-Day Holding

Period

Year end

Average

High

Low

At December 31 2010 our EVaR was approximately

$36.3 million which repsesents 500n decline from its level of

$73 million on December 31 2009 mainly due to lower price

levels and lower volatilities as well as decrease in our ownership

of nuclear generation as result of our 2009 sale of 49.99%

membership interest in CENG to EDE

VaR
VaR measures the potential pre-tax loss in the fair value of

mark-to-market energy contracts due to changes in market risk

factors VaR is calculated assuming standard normal

distribution of prices oyer the most recent rolling 3-moutls

period VaR includes all positions subject to mark-to-market

accounting including not only contracts that hedge the

economics of NewEnergy nonderivative power and fuel contracts

and which do nor receive hedge accounting treatment but also

contracts designated for trading Thus the positions for which

we monitor VaR are included within and are not incremental

to the positions subject to EVaR
VaR and EVaR have similar limitations VaR may include

some products and positions for which there is limited price

discovery or market depth The modeling of option positions

EVaR
For rhe year ended December 31 2010 2009

In millions

$36.3

52.2

71.6

34.4

73.0

92.8

122.8

64.1
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included in VaR involves number of assumptions and

approximations An inherent limitation of our VaR measures is

the reliance on historical prices sudden shift in market

conditions can cause the future behavior of market prices to

differ materially from that of the past

The VaR amounts below represent the potential pre-tax loss

in the fair value of our NewEnergy business positions subject to

mark-to-market accounting including both trading and

non-trading activities over one and ten-day holding periods

Total Mark-to-Market VaR
For the year ended Decem her 31

99o Confidence Level One-Day Holding

Period

Year cud

Average

High

Low

95o Confidence Level One-Day Holding

Period

Year end

Average

High

Low

95% Confidence Level Ten-Day Holding

Pcriud

Year end

Average

High

Low

Constellation Energys proprietary trading activities are

substantially reduced from previo.fls years and remain immaterial

These activities continue to be managed with daily VaR limits

stop loss limits and position limits

Interest Rate Risk

We are exposed to changes in interest rates as result of

financing through our issuance of variable-rate and fixed-rate

debt and certain related interest rate swaps We may use

derivarive instruments to manage our interest rate risks

As of December 31 2010 we have interest rate swaps

relating to $400.0 million of our long-term debt These fair

value hedges effectively convert our current fixed-rate debt to

floating-rate instrument tied to the three month London

Inter-Bank Offered Rate LIBOR Including the $400.0 million

in interest rate swaps approximately l.l0o of our long-term

debt is floating-rate

During January 2011 as part of retiring the remainder of

our 7.00% Notes we terminated $200.0 million of interest rate

swaps

During February 2011 we entered into $500 million of

interest rate swaps
related to fixea rate long term debt effectively

converting the debt to floating-rate instrument tied to LIBOR

Of these swaps $350 million quali for and have been

designated as fair value hedges and $150 million do not qualifr

as fair value hedges and will be marked to market through

earnings

We discuss our use of derivative instruments including

interest rate swaps to manage our interest rate risk in more

detail in Note 13 to onsolidated Financial Statements

Principal Payments and Interest Rate Detail by Contractual Maturity Date

Fair value at

December 31
Total 2010

2010 2009

In millions

$13.6 8.0

7.3 18.1

13.8 55.5

4.8 5.0

$10.4

5.6

10.5

3.6

$32.9

17.7

33.2

11.4

6.1

13.8

42.2

3.8

19.2

43.7

133.6

12.0

The following table provides information about our debt obligations that are sensitive to interest rate changes

2011 2012 2013 2014 2015 Thereafter

Dollars in millions

Long-term debt

Variable-rate debt $209.6 18.0 $226.2 74.9 528.7

Average interest rate 1.24o 4.50o 2.36% 2.l3o 1.95a

Fixed-rate debt 95.7 $174.2 $466.6 $90.4 $424.5 $2977.9 $4229.3

Average interest rate 6.lO0s 6.37o 6.06o 5.33% 4.75o 6.60o 6.31%

Interest on variable rate debt is included based on the forward curve for interest rates at December 31 2010

528.7

$4518.4
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Security Price Risk

We are exposed to price fluctuatinms in financial markets

primarily through our pension plan ascts In 2010 uur actual

gain on pension plan assets was $148.8 million We describe our

pension funding requirements in more detail in Note to

Consolidated Financial Statements

Foreign Currency Risk

Our Generation and NewEnergy businesses are exposed to the

impact of foreign exchange rate fluctuations This foreign

currency risk arises from our activities in countries where we

transact in currencies other than the U.S dollar In 2010 our

exposure to foreign currency risk was not material We
manage

our exposure to foreign currency exchange rate risk using

foreign currency hedging program
We will continue to have

limited exposure to the Canadian dollar due to our Canadian

gas and power operations

Credit Risk

We are exposed to credit risk through our Generation and

NewEnergy businesses and BGEs operations Credit risk is the

loss that may result from counterparties nonperformance and

retail customer accounts receivable and forward value payment

risk arising from contracted power and gas supply agreements

We evaluate our credit risk as discussed below

Wholesale Credit Risk

We measure wholesale credit risk as the replacement cost for

open energy commodity and detivative transactions both

mark-to-market and accrual adjusted for amounts owed to or

due from counterparties for settled transactions The replacement

cost of open positions represents unrealized gains net of
any

unrealized losses where we have legally enforceable right of

setoff We monitor and manage the credit risk of our

NewEnergy business through credit policies and procedures

which include an established credit approval process daily

monitoring of counterparty credit limits the use of credit

mitigation measures such as margin collateral or prepayment

arrangements
and the use of nIasterinetting agreements

As of December 31 2010 our total exposure across our

entire wholesale portfolio is $2.5 billion net of collateral and

includes accrual positions and derivatives This total exposure

has declined from the $2.8 billion as of December 31 2009

primarily driven by change in commodity prices and the

decrease in our exposure to CENG throughout 2010

The top ten counrerparries account for 550 of our total

exposure with none of that exposure being non-investment

grade We consider significant concentration of credit risk to

be any single obligor or counrerparny whose concentration

exceeds l0s of total credit exposure At December 31 2010

rwo counterparties large power cooperative and CENG
comprised total exposure concentration of 25%

As of December 31 2010 and 2009 counterparties in our

NewEnergy credit portfolio had the following public credit

ratinga shown as pcrcentagc
of the total portfolio cxposurc

At December31 2010 2009

Raring

Investment Grade 47% 43%

Non-Investment Grade

Not Rated 49 55

Includes counteiparties with an inoestment grade rating by at

least one of the major credit rating agencies Ifsplit rating

exists the lower rating is used

Our exposure to Not Rated counrerparries was

$1.2 billion at December 31 2010 compared to $1.5 billion at

December 31 2009 This decrease was mostly driven by

reduction in our CENG credit
exposure which is not externally

rated

Many of our not rated counrerparnies including CENG
are considered investment grade equivalent based on our internal

credit ratings We utilize internal credit ratings to evaluate the

creditworthiness 0f our wholesale customers including those

companies that do not have public credit ratings Based on

internal credit ratings approximately $1.1 billion or 87o of the

exposure to Not Rated counrerparnies was rated investment

grade equivalent at December 31 2010 and approximately

$1.2 billion or 81s was rated investment grade equivalent at

December 31 2009

The following table provides the breakdown of the credit

quality of our wholesale credit portfolio based on our internal

credit ratings This includes those counrerparries which are

externally rated and those in the Not Rated
category as

percentage of the total portfolio exposure

If counrerparty were to default on its contractual

obligations and we were to liquidate transactions with that

entity our potential credit loss would include all forward and

settlement exposure plus any additional costs related to

termination and replacement of the positions This would

include contracts accounted for using the mark-to-market

hedge and accrual accounting methods the amount owed or

due from settled transactions less any collateral held from the

counterparny In addirioh if counrerparny were to default

under an accruaL contract that is currently favorable to us we

may recognize material adverse impact on our results in the

future delivery period to the extent that we are required to

replace the contract that is in default with another contract at

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

At December31 2010 2009

Investment Grade Equivalent

Non-Investment Grade Equivalent

89% 88%

11 12
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with counterparties we attempt to enter into agreements that

ailow us to obtain collateral on contingent basis seek third

party guarantees
of the counterpartys obligation and enter into

netting agreements
that allow us to offset receivables and

payables with forward exposure across many transactions

Due to volatility in the prices of energy commodities and

derivatives the market value of contractual positions with

individual counterparties could exceed established credit limits or

collateral provided by those counterparties If such

counterparty were then to fail to perform its obligations under

its contract for example fail to deliver the power we had

contracted for we could incur loss that could have material

impact on our financial results

We also enter into various wholesale transactions through

ISOs These ISOs are exposed to counrerparty
credit risks Any

losses relating to counterparty defaults impacting the ISOs are

allocated to and borne by all other market participants in the

ISO These ISOs have established credit policies and practices to

mitigate the
exposure

of
counrerparty

credit risks As market

participant we continuously assess our exposure to the credit

risks of each ISO

BGE is exposed to wholesale credit risk of its suppliers for

electricity
and gas to serve its retail customers BCE may receive

performance assurance collateral to mitigate electricity suppliers

credit risks in certain circumstances Performance assurance

collateral is designed to protect
BGEs pnrenrial exposure over

the term of the supply contracts and will fluctuate to reflect

changes in market prices In addition to the collateral provisions

there are supplier step-up provisions where other suppliers can

step in if the early termination of full-requirements service

agreement
with supplier should occur as well as specific

mechanisms for BGE to otherwise replace defaulted supplier

contracts All costs incurred by BGE to replace the supply

contract are to be recovered from the defaulting supplier or from

customers through rates

Retail Credit Risk

We are exposed to retail credit risk through our NewEnergy

electricity
and natural gas supply activities which serve

commercial and industrial comparies and governmental entities

and through BGEs electricity and natural gas distribution

operations Retail credit risk results when customers dçfault on

their contractual obligations or fail to pay
for service rendered

This risk represents the loss that may be incurred due to the

nonpayment of customer accounts receivable balances as well as

the loss from the resale of energy previously committed to serve

customers of our nonregulated retail businesses

Retail credit risk is managed through established credit

approval policies monitoring customer exposures
and the use of

credit mitigation measures such as letters of credit or

prepayment arrangements In addition we have taken steps to

augment our credit staff in response to current economic

conditions In accordance with our credit policy we do not have

significant exposure
concentration with any one customer

geographic area or industty

Retail credit quality is dependent on the economy and the

ability of our customers to manage through unfavorable

economic cycles and other market changes If the business

environment were to be
negatively

affected by changes in

economic or other market conditions our retail credit risk may
be adversely impacted However we have organized dedicated

credit workout function whose job is to work with distressed

customers and recover receivables owed to the company This

also involves negotiating early termination settlements and selling

impaired assets in the secondary market

BGE is subject to retail credit risk associated with both the

delivety portion of customers bill as well as the uncollectible

expense or credit risk from the gas and/or electric commodity

portion of the bills of those customers to whom BGE sells the

gas and electric commodity BGE is also exposed to credit risk

associated with the timing of the collection of receivables from

those customers who have contracted with third
party supplier

where BGE has purchased that suppliers receivables Although

both BCEs delivery and commodity rates include some level of

costs for uncollectible customer accounts receivable
expenses

full

recovety is contingent on amounts approved by the Maryland

PSC in customer rates and therefore is not guaranteed and BCE

is exposed to these potential losses and related carrying costs

Operational Risk

Operational risk is the risk associated with human error or

failure of process and systems or external factors as well as the

rick of operating owned and cnntractually controlled generating

assets electric transmission and distribution
systems and gas

distribution systems We are exposed to many types of

operational risks including fraud by employees clerical and

record-keeping errors and unauthot ized data access Additionally

our asset operations can be effected by those events that are

partially or wholly out of our contiol like natural disasters acts

of terrorism and
computer application viruses which may cause

losses in generation or service to customers resulting in revenue

loss

We own have ownership interests in and operate power

generation facilities which ae diverse mix nf fuels including

fossil fuels nuclear and biomass We are also exposed to

variations in the prices for and required volumes of natural gas

oil and coal required to fuel ow power plants that generate

electricity Therefore high commodity prices increase the impacr

of generator outages and variable load but as long as the

electricity
and fuel prices move in tandem we have limited

exposisre to changing commodity prices During periods of high

demand on our generation assets our fuel supplies may be

insufficient and could require us to procure additional fuel at

higher prices Alternatively during periods of low demand on

our generation assets our fuel supplies may exceed our needs

and could result in us selling the excess These scenarios could

potentially lead to material adverse impact on out financial

results

We are exposed to risk on both sides of the distribution

chain from fuel to end customer delivery due to inability to

produce energy
If one or more of our generating

facilities is not

able to produce electricity when required due to operational

factors we may have to forego sales opportunities or fulfill fixed

price sales commitments through the operation of other more
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costly genetating facilities or thtough the purchase of
energy

in

the wholesale market at higher prices In addition we ate

exposed to the risk that available
s1ources

of supply may diffet

from the amount of power demanded by our customers under

fixed-price load-serving contracts During periods of high

demand our power supplies may be insufficient to serve our

customers needs and could require us to purchase additional

energy at higher prices Alternatively during periods of low

demand our electricity supplies may exceed our customers

needs and potentially result in selling excess energy at lower

prices This could have material adverse impact on our

financial results

Collateral and Funding Liquidity Risk

Funding liquidity risk relates to the ability to Rind current and

future obligations of the company given variability in collateral

requirements as well as variability around working capital

requirements and other cash flows that may affect our liquidity

To assess funding liquidity risk we distinguish between sources

and uses of liquidity Sources of liquidity include projected net

available cash and the unused capacity available from our credit

facilities Uses include expected and
contingent collateral

requirements as well as any unexpected variation of cash flows

from projected levels We define contingent requirements to be

any incremental or decremental requirements to expected

requirement levels

To
manage liquidity risk we quanti sources of liquidity

and the expected and contingent uses of liquidity both over

short-term and long-term horizon Contingent uses of liquidity

are determined by stress-testing our portfolio using simulation

of extreme adverse price stresses and measuring their combined

impact on collateral needs and on cash flows related to losses

due to market and credit risk Liquidity stresses related to

operational risks weather plant outages and other business risks

not directly linked to price moves are assessed on regular basis

using scenario analysis Results of the liquidity assessment are

shared regularly with senior management

Liquidity risk assessment has been integrated into our

strategic planning process Expected and contingent funding

needs implied by the business plans of our various business units

are first aggregated and compared to available liquidity sources

over the planning horizon Capital and liquidity sources are then

allocated to business units based on their business plans taking

into account the cost of providing liquidity We believe that this

integrated view on sources and uses of liquidity allows us to

ensure proper funding of the business in accordance with our

business plan

Item 7k Quantitative and Qualitative Disclosures about Market Risk

The information required by this item with
respect to market risk is set forth in Teem of Part II of this Form 10-K under the

heading Risk Maoagement
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Item Financial Statements and Supplementary Data

Financial Statements

The
management

of Constellation Energy Group Inc and

Baltimore Gas and Electric Company the Corppaiiies is

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

available facts and circumstances and managements best

estimates and judgments of known conditions

PricewaterhouseCoopers LLP an independent registered

public accounting firm has audited the financial statements and

expressed their opinion on them They performed their audit in

accordance with the standards of the Public Company

Accdunting Oversight Board United States

The Audit Committee of the Board of Directors which

consists of four independent Directors meets periodically with

management internal auditors and PricewaterhouseCoopers LLP

to review the activities of each in discharging their

responsibilities The internal audit staff and

PricewaterhouseCoopers LLP have free access to the Audit

Committee

Managements Report on Internal Control Over Financial

ReportingConstellation Energy Group Inc

The
management

of Constellation Energy Group Inc

Constellation Energy under the direction of its principal

executive officer and principal financial officer is responsible for

establishing and maintaining adequate internal control over

financial reporting as defined in Exchange Act Rule 13a-15f

Constellation Energys system
of internal control over

financial reporting is designed to provide reasonable assurance to

Constellation Energys management and Board of Directors

regarding the reliability of financial reporting and the

preparation of financial statements for external purposes in

accordance with generally accepted accounting principles in the

United States of America

The management of Constellation Energy conducted an

evaluation of the effectiveness of onsrellation Energys internal

control over financial reporting using the framework in Internal

ControlIntegrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission

COSO As noted in the COSO framework an internal control

system no matter how well conceived and operated can provide

only reasonable not absolute assurance to management and the

Board of Directors regarding achievement of an entitys financial

reporting objectives Based
upon

the evaluation under this

framework manigement concluded that Constellation Energys

internal control over financial reporting was effective as of

December 31 2010

PricewaterhouseCoopers LLP an independent registered

public accounting firm has audited the effectiveness of

Constellation Energys internal control over financial reporting as

of December 31 2010 as stated in their
report on the next

page

Mayo Shattuck III

Chairman of the Board

President and Chief Executive

Officer

Managements Report on Internal Control Over Financial

ReportingBaltimore Gas and Electric Company

The management of Baltimore Gas and Electric Company

BGE under the direction of its principal executive officer and

principal financial officer is responsible for establishing and

maintaining adequate internal control over financial reporting as

defined in Exchange Act Rule 13a-15f

BGEs system of internal cQntrol over financial reporting is

designed to provide reasonable assurance to BGEs management

and Board of Directors regarding the
reliability

of financial

reporting and the preparation of financial statements for external

purposes
in accordance with generally accepted accounting

principles in the United States of America

The management of BGE conducted an evaluation of the

effectiveness of BGEs internal control over financial reporting

using the framework in Internal ControlIntegrated Framework

issued by the Committee of Sponsoring Organizations of the

Treadway Commission COSO As noted in the COSO
framework an internal control system no matter how well

conceived and operated can provide only reasonable not

absolute assurance to management and the Board of Directors

regarding achievement of an entitys financial reporting

objectives Based upon
the evaluation under this framework

management concluded that BGEs internal control over

financial reporting was effective as of December 31 2010

This annual report does not include an attestation report of

BGEs independent registered public accounting firm regarding

internal control over financial reporting Managements report

was not subject to attestation by BGEs independent registered

public accounting firm pursuant to an exemption for

non-accelerated filers set forth in the Dodd-Frank Wall Street

Reform and Consumer Protection Act

//%

Jonathan Thayer

Senior Vice President and Chief

Financial Officer

Kenneth DeFontes Jr

President and Chief Executive

Officer

Carim Khouzami

Chief Financial Officer and

Treasurer
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REPORTS OF INDEPENDENT REGISTERED DUSLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of

Constellation Energy Group Inc

In our opinion the consolidated
fi1iancial

statements listed in

the index appearing under Item 15a present fairly in all

material respects the financial position of Constellation Energy

Group Inc and its subsidiaries the Company at December 31

2010 and 2009 and the results 0f their operations and their

cash flows for each of the three
years

in the period ended

December 31 2010 in conformity with accounting principles

generally accepted in the United States of America In addition

in our opinion the financial statement schedule listed in the

index appearing under Item 15a presents fairly
in all

material
respects

the information set forth therein when read in

conjunction with the related consolidated financial statements

Also in our opinion the Company maintained in all material

respects effective internal control over financial reporting as of

December 31 2010 based on criteria established in Internal

ControlIntegrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission

COSO The Companys management is responsible for these

financial statements and financial statement schedule for

maintaining effective internal control over financial reporting

and for its assessment of the effectiveness of internal control over

financial reporting included in Managements Report on

Internal Control Over Financial Reporting appearing under

Item Our responsibility is to express opinions on these

financial statements the financial statement schedule and on the

Companys internal control over financial reporting based on our

integrated audits We conducted our audits in accordance with

the standards of the Public Company Accounting Oversight

Board United States Those standards require that we plan and

perform the audits to obtain reasonable assurance about whether

the financial statements are free of material misstatement and

whether effective internal control over financial reporting was

maintained in all material
respects

Our audits of the financial

statements included examining on test basis evidence

supporting the amounts and disclosures in the financial

statements assessing the accounting principles used and

significant estimates made by management and evaluating the

overall financial statement presentation Our audit of internal

control over financial reporting included obtaining an

understanding of internal control over financial reporting

assessing the risk that material weakness exists and testing and

evaluating the design and operating effectiveness of internal

control based on the assessed risk Our audits also included

performing such other procedures as we considered necessary in

the circumstances We believe that our audits provide

reasonable basis for our opinions

As discussed in Note to the consolidated financial

statements in 2010 the Company changed its method of

accounting for and presenting variable interest entities As

discussed in Note 13 to the consolidated financial statements in

2008 the Company changed its method of accounting for the

measurement 0f fair value and classiing certain collateral

balances

companys internal control over financial reporting is

process designed 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 companys internal control

over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable

detail accurately and
fairly reflect the transactions and

dispositions of the assets of the company ii provide reasonable

assurance that transactions are recotded as necessary to permit

preparation of financial statements in accordance with generally

accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance

with authorizations of management and directors of the

company and iii provide reasonable assurance regarding

prevention or timely detection of unauthorized acquisition use

or disposition of the companys assets that could have material

effect on the financial statements

Because 0f its inherent limitations internal control over

financial reporting may not prevent or detect misstatements

Also projections of any evaluation of effectiveness to future

periods are subject to the risk that controls may become

inadequate because of changes in conditions or that the degree

of compliance with the policies or procedures may deteriorate

PAfLo-44-I44cchopet CL

PricewaterhouseCoopers LLP

Baltimore Maryland

March 12011
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To Board of Directors and Shareholder of Baltimore Gasand

Electric Company

In our opinion the consolidated financial statements listed in

the index appearing under Item 15a present faidy in all

material respects
the financial position of Baltimore Gas and

Electric Company and its subsidikries the Company at

December 31 2U1U and 2309 and the results of their

operations and their cash flows for each of the three years in the

period ended December 31 2010 in conformity with accounting

principles generally accepted in the United States of America In

addition in our opinion the financial statement schedule listed

in the index appearing under Item 15a presents fairly in all

material respects the information set forth therein when read in

conjunction with the related consolidated financial statements

These financial statements and financial statement schedule are

the responsibility of the Companys management Our

responsibility is to express an opinion on these financial

statements and the financial statement schedule based on our

audits We conducted our audits of these statements in

accordance with the standards of the Public Company

Accounting Oversight Board United States Those standards

require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of

material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the

financial statements assessing the accounting principles used and

significant estimates made by management and evaluating the

overall financial statement presentation We believe that our

audits provide reasonable basis for our opinion

As discussed in Note to the consolidated financial

statements in 2010 the Company changed its method of

accounting for and presenting variable interest entities As

discussed in Note 13 to the consolidated financial statements in

2008 the Company changed its method of accounting for the

measurement of fair value

PricewaterhouscCoopers LLP

Baltimore Maryland

March 2011
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CONSOLIDATED STATEMENTS OF INCOME fLOSS

Constellation Energy Group Inc and Subsidiaries

Year Ended December 31 2010 2009 2008

Revenues

In millions excrpt per shar amounts

Nonregulated revenues $10883.0 $12024.3 $16057.6

Regulated electric revenues 2752.1 2820.7 2679.5

Regulated gas revenues 704.9 753.8 1004.8

Total revenues 14340.0 15598.8 19741.9

Expenses

Fuel and purchased energy expenses 10001.7 11013.1 15521.3

Fuel and purchased energy expenses from affiliate 900.8 122.5

Operating expenses 1691.1 2228.0 2378.8

Merger termination and strategic alternatives costs 145.8 1204.4

Impairment losses and other costs 2476.8 124.7 741.8

Wotkforce reduction costs 12.b 22.2

Depreciation depletion and amortization 517.6 589.1 583.2

Accretion of asset retirement obligations 1.9 62.3 68.4

Taxes othet than income taxes 263.9 290.4 301.8

Total expenses 15853.8 14588.5 20821.9

Equity Investment Earnings Losses 25.0 6.1 76.4

Gain on Sale of Interest in CENG .7445.6

Net Gain Loss on Divestitures 245.8 468.8 25.5

Loss Income from Operations 1243.0 7981.0 978.1

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 1597.5 7490.2 1396.7
Income Tax Benefit Expense 665.7 2986.8 78.3

Net Loss Income 931.8 4503.4 1318.4
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 4443.4 1314.4

Average Shares of Common Stock Outstanding Basic 200.5 199.3 179.1

Average Shares of Common Stock OutstandingDiluted 200.5 200.3 179.1

Loss Earnings Per Common ShareBasic 4.90 22.29 7.34

Loss Earnings Per Common ShareDiluted 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 years presentation
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CONSOLIDATED BALANCE SHEETS

Constellation Energy Group Inc and Subsidiaries

At December 31 20W 2009

In millions

Assets

Current Assets

Cash and cash equivalents 2028.5 3440.0

Accounts receivable net of allowance for uncolleetibles of $85.0 and $80.4

respectively 2059.2 1778.2

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

Unamnrtized
energy contract assets includes $400.9 and $371.3 respectively

related to CENG 544.7 436.5

Restricted cash 52.0 2.7

Restricted cashconsolidated variable interest entities 52.3 24.3

Deferred income taxes 127.9

Other 254.5 244.4

Total current assets 6452 7460.7

Investments and Other Noncurrent Assets

Investment in CENG 2991.1 5222.9

Other invesnrients 189.9 424.3

Regulatoty assets net 374.1 414.4

Goodwill 77.0 25.5

Derivative assets 258.9 633.9

Unamorriaed 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 4287.1 7629.9

Property Plant and Equipment

Nonregulated property plant and equipment 6387.2 5784.6

Regulated property plant and equipment 7201.7 6749.9

Accumulated depreciation 4310.1 4080.7

Net
property plant and equipment 9278.8 8453.8

Total Assets $20018.5 $23544.4

See Notes to Consolidated Financial Statements

Certain prior year amounts haoe been reclassified to conform with the current years presentation
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CONSOLIDATED BALANCE SHEETS

Constellation Energy Group Inc and Subsidiaries

32.4

245.6

59.7

1072.6

189.8

87.2

622.3

130.5

56.5

71.0

358.1

351.5

46.0

0.4

56.5

916.3

234.2

103.3

632.6

390.1

877.3

409.8

374.2

At December 31 2010 2009

In millions

Liabilities and Equity

Current Liabilities

Short-term botrowings

Cuttent portion of long-term debt

Cuttent pottion of long-term debtconsolidated variable interest entities

Accounts payable

Accounts payableconsolidated variable interest entities

Customer deposits and collateral

Derivative liabilities

Unamortized energy contract liabilities

Deferred income taxes

Accrued taxes

Accrued expenses

Other

Total current liabilities 3277.2 4040.7

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 2489.8 3205.5

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 4184.5 5727.3

Long-term Debt Net of Current Portion 4054.2 4359.6

Long-term Debt Net of Current Portionconsolidated variable interest entities 394.6 454.4

Equity

Common shareholders equity

BCE preference stock not subect to mandatory redemption

7829.2

190.0

8697.1

190.0

Noncontrolling interests 88.8 75.3

Total equity 8108.0 8962.4

Commitments Guarantees and Contingencies see Note 12

Total Liabilities and Equity $20018.5 $23544.4

See Notes to Consolidated Financial Statements

Certain prior-year amounts have been reclassified to conform with the current years presentation
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Constellation Energy Group Inc and Subsidiaries

Year Ended December 31 2010 2009 2008

In millions

Cash Flows From Operating Activities

Net loss income 931.8 4503.4 $l318.4

Adjustments to reconcilc to nct cash providcd by used in operating activities

Depteciation depletion and amortization

Amortization of nuclear fuel

517.6 589.1

117.9

583.2

123.9

Amortization of
energy contracts and derivatives designated as hedges

All other amortization

319.6

33.3

138.4

135.7

256.3

40.5

Accretion of asset retirement
obligations

Deferred income taxes

1.9

716.4

62.3

1846.9

68.4

122.8
Investment tax credit adjustments

Deferred fuel costs

4.5
67.4

12.1
68.9

6.4
52.0

Defined benefit
obligation expense

Defined benefit
obligation payments

Merger termination and
strategic

alternatives costs

Workforce reduction costs

99.5

324.0
85.3

372.5
128.2

12.6

99.6

120.4
541.8

22.2

Impairment losses and other costs

Impairment losses on nuclear decommissioning trust assets

Gain on sale of 49.99s membership interest in CENG
cain loss on divestitures

2476.8

245.8

124.7

62.6

7445.6
468.8

741.8

165.0

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

Derivative contracts classified as financing activities

Changes in working capital

Accounts receivable excluding margin

Derivative assets and liabilities excluding collateral

Net collateral and margin

Materials supplies and fuel stocks

Other current assets

14.1

186.0

236.5
449.9

44.2

0.1

150.0

15.5

1138.3

543.3

425.3

1522.8

220.6

217.2

6.3

107.2

606.7

757.9

960.3

33.5

95.4
Accounts payable and accrued liabilities

Liability for unrecognized tax benefits

Accrued taxes and other current liabilities

80.0

66.6
1028.4

1105.0
102.1

788.8

225.8
79.7

238.1
Other 1.7 171.7 38.5

511.3 4390.8 1261.1Net cash ptovided by used in operating activities

Cash Flows From Investing Activities

Investments in property plant and equipment

Asset acquisitions and business combinations net of cash acquired

Investments in nuclear decommissioning trust fund securities

Proceeds from nuclear decommissioning trust fund securities

Investments in joint ventures

995.6
445.8

1529.7
41.1

385.2
366.5

201.6

1934.1
315.3

440.6
421.9

Proceeds from sale of 49.99s membership interest in CENG
Proceeds from sales of investments and other assets 244.0

3528.7

88.3 446.3

Proceeds from investment tax credits and
grants

related to renewable energy investments

Contract and portfolio acquisitions

Increase decrease in restricted funds

56.5

208.3
60.3

213.7
1003.3 942.8

Other 35.7 0.1 21.7

Net cash used in provided by investing activities 1445.2 675.6 2742.9

Cash Flows From Financing Activities

Net maturity issuance of short-term borrowings

Proceeds from issuance of common stock

13.6
14.0

809.7

33.9

813.7

17.6

Proceeds from issuance of long-term debt

Common stock dividends paid

Reacquisition of common stock

BCE preference stock dividends paid

Proceeds from contract and portfolio acquisitions

Repayment of long-term debt

Derivative contracts classified as financing activities

Debt and credit facility costs

550.0

183.3

13.2
52.2

664.5
186.0
32.8

136.1

228.0

13.2

2263.1

1986.8
1138.3

98.4

3211.4

336.3

16.2

13.2

57 .4

107.2

104.8

Other 0.4 12.7 8.3

Net cash used in provided by financing activities 477.6 1828.6 3110.3

Net Decrease Increase in Cash and Cash Equivalents

Cash and Cash Equivlents at Beginning of Year

1411.5
3440.0

3237.8
202.2

893.7

1095.9

Cash and Cash Equivalents at End of Year 2028.5 3440.0 202.2

Other Cash Flow Information

Cash paid during the
year

for

Interest net of amounts capitalized

Income taxes

See Notes to Consolidated Financial Statements

289.5

1044.2

369.5 341.4

57.1 119.2
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CONSOLIDATED STATEMENTS OP COMMON SHAREHOLDERS EQUITY AND COMPREHENISVE INCOME LOSS

Years Ended December 31 2010 2009 and 2008

Balance at December 31 2007

Increase in noncontrolling interests frnm consolidation of VIE

Comprehensive Loss

Net loss

Other comprehensive loss

Hedging instruments

Reclassification of net losses on hedging instruments from OCI

to net income net of taxes of $020.2
Net tinrealized loss on hedging instruments net of taxes of

$561.6

Available for sale securities

Reclassification of net losses on securities from OCI to net

income net of taxes of $79.1
Net unrealized losses on securities net of taxes of $189.8

Defined benefit plans

Prior scrviLe Lnt arking during period net 5f raxcb of $4.9

Net loss arising during period net of taxes of $229.2

Amortization of net actuarial loss prior service cost and

transition obligation included in net periodic benefit cost

net of taxes of $04.9
Net unrealized loss on foreign currency translation net of taxes of

$0.1

Other

See Notes to Consolidated Financial Statements

Accumulated

Other

Common Stock Retained Comprehensive Noncontrolling Total

Shares Amount Earnings Loss Interests Amount

Dollar amonne in millions number of shares in thousands_I

l843 $2513.3 3919.5 0092.6 $209.2

18.1

5549.t

18.1

4.0 1318.4

200.6 200.6

875.3 875.3

81.7 81.7

197.5 197.5

7.2 .2
339.9 339.9

21.3 21.3

continued on next page

Constellation Energy Group Inc and Subsidiaries

1314.4

3.1
0.2

3.1
0.2

Total Comprehensive Loss 1314.4 1119.2 4.0 2437.6
Effect of adoption of fair value measurement accounting standard

BGE pieference stock dividends

0.9

13.2

0.9

13.2
Common stock dividend declared $1.91

per share

Common stock issued and share-based awards 21406 667.3

341.3

35.8
341.3

631.5

Common stock purchased 200 16.1 16.1
Common stock purchased and retired 514
Other 21

Balance at December 31 2008 199129 3164.5 2228.7 2211.8 210.1 3391.5

Contribution from
noncontrolling interest

Other
noncontrolling

interest
activity

8.0

o.zt

8.0

0.4

Comprehensive Income

Net income 4443.4 60.0 4503.4

Other comprehensive income

Hedging instruments

Reclassification of net losses on hedging instruments from OCI

to net income net of taxes of $898.5 1499.4 1499.4

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 ot taxes ot 8.2

Defined benefit plans

77

Prior service cost arising during period net of taxes of $1.0 1.5 1.5
Net

gains arising duting 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 $09.8 30.3 30.3

Oeconsolidation 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 tinrealized gains on foreign currency translation net of taxes

of $2.7 7.1 7.1

Other comprehensive incomeequity investment in CENG net

of taxes of $01.7 12.9 12.9

Other comprehensive income related to other
equity

method

investees net of taxes of $0.3 2.1 2.1

Total Comprehensive Income P4443.4 1218.3 60.0 5721.7

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 1856 65.1 18.9 46.2

Balance at December 31 2009 200985 3229.6 6461.0 993.5 265.3 8962.4

Inc/tides 19.9 intl/ion shares issued to Midalmerican Energy Holdings Cbinpany
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Accumulated

Other

Retained Comprehensive

Years Ended Decensber 31 2010 2009 and 2008 Earnings Loss

Dollar amounts in millions number of shares in thousands

Balance ae December 31 2009 200985 $3229.6 6461.0 993.5 $265.3

Sale of
noncontrolling

interest 17.6
Oistribution from noncontrolling interest 6.3
Othes nuncuntrulling interest activity 0.2

Comprehensive Income Loss
Net loss income 50.8

Other comprehensive income loss

Hedging instruments

Reclassification of net losses on hedging instruments from OCI

to net income net of taxes of $347.5
Net unrealized loss on hedging instruments net of taxes of

$134.6

Available-for-sale securities

Reclassification of net gains on securities from OCI to oct

income net of taxes of $0.1

Net unrealized
gains on securities net of taxes of $0.l

Defined benefit plans

Prior service cost arising during period net of taxes of $0 .1

Transitiun
ubligariun aiLing dining the periud net uf taxes uf

$0.2
Net losses adsing during period net of taxes of $31.3

Amortization of net actuarial loss prior service cost and

transition obligation included in net periodic benefit cost

net of taxes of $05.5
Net unrealized losses on foreign currency translation net of taxes

of $2.2

Other comprehensive incomeequity investment in CENG net

of taxes of $04.1
Other comprehensive loss related to other

equity
method

invesrees net of taxes of $0.3

Total Comprehensive Income Loss
BGE preference stock dividends

Common stock dividend declared $0.96 per share

rnmmnn srnck issued and share-based awards

Common stock returned in connection with comprehensive agreement

with EDF

Common Stock

Shares Amount
Noncontrolling

Interests

Total

Amount

982.6

8962.4

17.6
6.3
0.2

931.8

582.4 582.4

233.2 233.2

0.1 0.1
0.1 0.1

1.6 1.6

0.4 0.4

56.6 56.6

22.7 22.7

6.2 6.2

9.6 9.6

982.6 320.2 50.8 611.6

13.2 13.2
193.8 193.8

1304 77.4 13.R 63.6

2500 75.3 75.3

Balance at December 31 2010 199789 $3231.7 5270.8 673.3 $278.8 8108.0

See Notes to Consolidated Financial Statements

0.5 0.5
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CONSOLIDATED STATEMENTS OF INCOME

Baltimore Gas and Electric Company and Subsidiaries

See Notes to Consolidated Financial Statements

Year Ended December 31 2010 2009 2008

In millions

Revenues

Electric revenues $2752.3 $2820.7 $2679.7

Gas revenues 709.4 758.3 1024.0

Total revenues 3461.7 3579.0 3703.7

Expenses

Operating expenses

Electricity purchased for resale 1252.9 1217.4 1078.1

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

Operarinnc sod mainrensnce from affiliare 121.6 1262 1096

Impairment losses and other costs 20.0

Workforce reduction costs

Depreciation and amortization

6.4

249.2 262.1 227.9

Taxes other than income taxes 183.8 177.8 174.5

Total expenses 3107.5 3310.6 3521.2

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

Total income taxes

1.1 1.1 1.3

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
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CONSOLIDATED BALANCE SHEETS

Baltimore Gas and Electric Company and Subsidiaries

At December 31 2010

Assets

Current Assets

Cash and cash equivalents

Accounts receivable net of allowance for uncollectibles of $34.9 and $46.2

respectively

Accounts receivable unbilled net of allowance for uncollectibles of $1.0 and $1.0

respectively

Investment in cash pool affiliated company
Accounts receivable affiliated companies

Income taxes receivable net

Fuel stocks

Materials and supplies

Prepaid taxes other than income taxes

Regulatory assets net

Restricted cashconsolidated variable interest entity

Deferred income taxes

Other

See Notes to Consolidated Financial Statements

Certain prior-year amounts have been
reclassified to conform with the current years presentation

In millions

2009

50.0

351.4

268.8

1.1

55.9

66.5

31.2

51.7

78.7

29.5

13.6

311.7

252.7

314.7

15.4

73.8

31.9

49.5

72.5

24.3

11.2

9.5 11.3

Total current assets 994.3 1182.6

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 5127.9 4772.4

Gas 1323.0 1260.6

Common 507.B 499.0

Total plant in service 6958.7 6532.0

Accumulated depreciation 2449.3 2318.2

Net plant in service 4509.4 4213.8

Construction work in progress 232.9 215.5

Plant held for fl.iture use 10.1 2.4

Net
utility plant 4752.4 4431.7

Total Assets 6667.3 6453.1
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CONSOLIDATED BALANCE SHEETS

Baltimore Gas and Electric Company and Subsidiaries

22.0

59.7

252.9

84.9

78.9

30.1

19.0

62.8

99.7

46.0

56.5

166.0

98.3

76.0

80.2

112.4

96.1

731.5

At December 31 2010

In millions

2009

Liabilities and Equity

Current Liabilities

Short-term borrowings

Current portion of long-term debt

Current portion of long-term debtconsolidated variable interest entity

Accounts payable

Accounts payable affiliated companies

Customet deposits

Deferred income taxes

Accrued taxes

Residential customer rate credit

Liability for uncertain tax positions

Accrued expenses and other

Total current liabilities 710.0

Deferred Credits and Other Liabilities

Deferred income taxes 1354.9 1087.6

Payable affiliated company 250.8 243.4

Deferred investment tax credits 8.4 9.5

Liability for uncertain tax positipns 73.3

Other 20.1 20.0

Total deferred credits and other liabilities 1634.2 1433.8

Long-term Debt

Rate stabilization bonds consolidated variable interest entity 454.4 510.9

Other long-term debt 1431.5 1431.5

6.20o deferrable interest subordinated debentures due October 15 2043 to wholly

owned BCE 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 2059.9 2141.4

Equity

Common shareholders equity 2073.2 1938.8

Preference stock nor subject to mandatory redemption 190.0 190.0

Noncontrolling interest 17.6

Total equity 2263.2 2146.4

Commitments Guarantees and Contingencies see Note 12

Total Liabilities and Equity $6667.3 $6453.1

See Notes to Consolidated Financial Statements

Certain prior-year amonnts have been reclassified to conform with the cnrrent years presentation
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Baltimore Gas and Electric Company and Subsidiaries

Year Ended December31 2010 2009 2008

In millions

Cash flows From Operating Activities

Net income 147.6 90.7 51.5

Adjustments to reconcile to net cash ptovided by opetating activities

Depreciation and amortization 249.2 262.1 227.9

Other amottization 5.2 9.2 13.2

Deferted income taxes 300.2 184.7 40.2

Investnient tax ctedit 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 fot equity funds used duting 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 Eqnivalents 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 Statemenes

Certain prior-year amounts have been
reclassified to conform with the current year presentation
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Notes to Consolidated Financial Stateets

Significant Acccunting Policies

Nature of Our Business

Constellation Energy Croup Inc Constellation Energy is an

energy company that conducts its business through various

subsidiaries organized around three business segments

generation business Generation customer supply business

NewEnergy and Baltimore Gas and Electric Company BCE
Our Generation and NewEnergy businesses are competitive

providers of energy solutions for variety of customers BGE is

regulated electric transmission and distribution utility company

and regulated gas distribution
utility company with service

territory that covers the City of Baltimore aod all or part
of ten

counties in central Maryland We describe our operating

segments in Note

This report is combined report of Constellation Energy

and BGE References in this report to we and our are to

Constellation Energy and its subsidiaries References in this

report to the regulated businesses are to BCE

Consolidation Policy

We use three different accounting methods to report our

investments in our subsidiaries or other companies

consolidation the equity method and the cost method

Consolidation

We use consolidation for two types of entities

subsidiaries in which we own majority of the voting

stock and exercise control over the operations and

policies of the company and

variable interest entities VIEs for which we are the

primary beneficiary which means that we have

controlling financial interest in VIE We discuss our

investments in VIEs in more detail in Note

Consolidation means that we combine the accounts of these

entities with our accounts Therefore our consolidated financial

statements include our accounts the accounts of our majority-

owned subsidiaries that are nor VIEs and the accounts of VIEs

for which we are the primary beneficiary We have consolidated

three VIEs for which we are the primary beneficiary We

eliminate all intercompany balances and transactions when we

consolidate these accounts

The Equity Method

We usually use the equity method to report investments

corporate joint ventures partnerships and affiliated companies

where we hold significant influence which generally

approximates 20% to 50o voting interest Under the equity

method we report

our interest in the entity as an investment in our

Consolidated Balance Sheets and

our percentage share of the earnings from the entity in

our Consolidated Statements of Income Loss If our

carrying value of the investment differs from our share

of the investees equity we recognize this basis difference

as an adjustment of our share of the invesrees earnings

The only time we do not use this method is if we can

exercise control over the operations and policies of the company

If we have control accounting rules require us to use

consolidation

The Cost Method

We usually use the cost method if we hold less than 20%

voting interest in an investment Under the cost method we

report our investment at cost in our Consolidated Balance

Sheets We recognize income only to the extent that we receive

dividends or distributions The only rime we do nor use this

method is when we can exercise significant influence over the

operations and policies of the company If we have significant

influence accounting rules reqpire us to use the equity method

Sale of Subsidiary Ownershzp Interests

We may sell portions of our ownership interests in subsidiarys

stock Through 2008 we recorded gains or losses on such sales

in our Consolidated Statements of Income Loss as

component
of non-operating income Beginning in 2009 we

treat sales of subsidiaty stock as an equity transaction and do

not recognize any gains or losses on the transaction as long as

we retain controlling financial interest

When we sell ownership interests in our subsidiaries and do

not retain controlling financial interest 4e deconsolidare that

subsidiary Upon deconsolidation we recognize gain or loss for

the difference between the sum of the fair value of any

consideration received and the fair value of our retained

investment and the carrying amount of the former subsidiarys

assets and liabilities

On November 2009 we completed the sale of 49.99%

membership interest in Constellation Energy Nuclear

Group LLC and affiliates CENC our nuclear generation and

operation business to EDP Grouj and affiliates EDF As

result we ceased to have controlling financial interest in

CENG and deconsolidared CENC at that rime We account for

our retained interest in CENC using the equity method See

Note for the gain recognized in 2009 on our sale of 49.99%

interest in CENG to EDE

Regulation of Electric and Gas Business

The Maryland Public Service Commission Maryland PSC and

the Federal Energy Regulatory Commission FERC provide the

final determination of the rates we charge our customers for our

regulated businesses Generally we follow the same accounting

policies and practices used by nonregulared companies for

financial reporting under accounting principles generally

accepted in the United Stares of America However sometimes

the Maryland PSC or the FERC orders an accounting treatment

different from that used by nonregulared companies to

determine the rates we charge our customers

When this happens we and BCE must defer include as an

asset or liability
in the Consolidated Balance Sheets and exclude

from Consolidated Statements of Income Loss certain
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regulated business expenses
and income as regulatory assets and

liabilities We and BCE have recorded these regulatory assets and

liabilities in the Consolidated Balance Sheets

We summarize and discuss regulatory assets and liabilities

further in Note

Use of Accounting Estimates

Management makes estimates and assumptions when preparing

financial statements under accounting principles generally

accepted in the United States of America These estimates and

assumptions affect various matters including

our revenues and expenses in our Consolidated

Statements of Income Loss during the reporting

periods

our assets and liabilities in our Consolidated Balance

Sheets at the dates of rhe financial statements and

our disclosure of contingenr assets and liabilities at the

dares of the financial statements

These estimates involve judgments with
respect to

numerous factors that are difficulr to predict and are beyond

managements control Aa result actual amounts could

materially differ from these estimares

Reclassifications

In accordance with the presentation requirements for

consolidated VIEs which we adopted on January 2010 we

have separately presented the following material assets and

liabilities of these VIEs on our and/or BCEs Consolidated

Balance Sheets

Accounts receivable consolidated variable interest

entities

Restricted cashconsolidated variable interest entities

Current portion of long-term debtconsolidated

variable interest entities

Accounts payableconsolidated variable interest

entities and

Long-term Debt Net of Current Portionconsolidated

variable interest entities

We discuss our adoption of the reporting requirements for

consolidated variable interest entities later in this Note

We have also reclassified certaih prior-period amounts

We have separately presented Fuel and purchased

energy expenses
from affiliate rhat was previouly

reported within Fuel and purchased energy expenses

on our Consolidated Statements of Income Loss
We have separately presented Accounts Payable that

was previously reported within Accounts Payable and

Accrued Liabilities on our Consolidated Balance Sheets

We have separately presented Regulatory assets net

that was previously reported within Other on BCEs

Consolidated Statements of Cash Flows

Revenues

Sources of Revenue

We earn revenues from the follo.ing primary business activities

sale of
energy

and energy-related products including

electricity natural gas and other commodities in

nonrcgulated markets

sale and delivery of
electricity

and natural gas to

customers of BGE

trading energy and energy-related commodities and

providing other energy-related nonregulated products

and services

We report BCEs revenues from the sale and delivery of

electricity
and natural gas to its customers as Regulated electric

revenues and Regulated gas revenues in our Consolidated

Statements of Income Loss We report all other revenues as

Nonregulated revenues

Revenues from nonregulated activities result from contracts

or other sales that generally reflect market prices in effect at the

time that we executed the contract or the sale occurred BGEs

revenues from regulated activities reflect provisions of orders of

the Maryland PSC and the FERC In certain cases these orders

require BGE to defer the difference benveen certain portions of

its actual costs and the amount presently billable to customers

BGE records these differences as regulatory assets or liabilities

which we discuss in more detail in Note We describe the

effects of these orders on BCEs revenues below

ReguLated E/ectric

BGE provides market-based standard offer electric service to its

residential commercial and industrial customers BCE charges

these customers standard offer service SOS rates that arc

designed to recover BCEs wholesale power supply costs and

include an administrative fee consisting of shareholder return

component and an incremental cost component Pursuant to

Senate Bill the energy legislation enacted in Maryland in June

2006 BCE suspended collection of the shareholder return

component
of the administrative fee for residential SOS service

beginning January 2007 for 10-year period However under

an order issued by the Maryland PSC in May 2007 as of

June 2007 BGE reinstated collection of the residential return

component of the SOS administration charge and began

providing all residential electric customers credit for the return

component
of the administrative charge As

part
of the

2008 Maryland settlement agreement
which is discussed in

more detail in Note BCE resumed collection 0f the

shareholder return portion of the residential standard offer

service administrative charge from June 2008 through

May 31 2010 without having to rebate it to all residential

electric customers Starting June 2010 BGE is providing all

residential electric customers credit for the residential return

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 nor file subsequent electric
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distribution rate case until January 2011 Any rate increase in

the first electric distribution rate case was capped at 5%
In May 2010 BGE filed an electric and gas distribution

ratc casc 1th thc Maiylaiid PSC and tbc Maryland XSC issued

an abbreviated order in December 2010 The order authorizes

BCE to increase electric distribution rates by $31.0 million and

was based on an 8.06% rate of return with 9.86% return on

equity and 52o equity ratio

BCE defers the difference between certain of its actual costs

related to the electric commodity and what it collects from

customers under the commodity charge portion of SOS rates in

given period BCE either bills or refunds its customers the

difference in the future

Regulated Gas

BCE charges its gas customers for the natural gas they purchase

from BCE using gas cost adjustment clauses Under these

clauses BCE defers the difference between certain of its actual

costs related to the
gas commodity and what it collects from

customers under the commodity charge in given period for

evaluation under market-based rates incentive mechanism For

each period subject to that mechanism BCE compares its actual

cost of
gas to market index measure of the market price of

gas
for that period and shares the difference equally between

shareholders and customers through an adjustment to the price

of gas service in future periods This sharing mechanism

excludes fixed-price contracts which the Maryland PSC requires

BCE to procure for at least 10o but not more than 20o of

forecasted system supply requirements for the November through

March period As condition to the October 30 2009 order

from the Maryland PSC approving our transaction with EDF

BGE was permitted to file gas distribution case at any time

beginning in January 2010 and could not file subsequent gas

distribution rate case until January 2011

In May 2010 BCE filed an electric and
gas

distribution

rate case with the Maryland PSC and the Maryland PSC issued

an abbreviated order in December 2010 The order authorizes

BCE to increase gas distribution rates by $9.8 million and was

based on 7.90% rate of return with 9.56% return on equity

and 52% equity ratio

Selection of Accounting Treatment

We determine the appropriate accounting treatment for

recognizing revenues based on the nature of the transaction

governing accounting standards and where required by applying

judgment as to the most transparent presentation of the

economics of the underlying transactions We utilize two

primary accounting treatments to recognize and report revenues

in our results of operations

accrual accounting including hedge accounting and

mark-to-market accounting

We describe each of these accounting treatments below

Accrual Accounting

Under accrual accounting we record revenues in the period

when we deliver energy commodities or products render

services or settle contracts We generally use accrual accounting

to recognize revenues for our sales of electricity gas coal and

other commodities as part of our physical delivery activities We

enter into these sales transactions using variety of instruments

including non-derivative agreements derivatives that quali for

and are designated as normal purchases and normal sales

NPNS of commodities that will be physically delivered sales to

BCEs customers under regulated service tariffs and spot-market

sales including settlements with independent system operators

We discuss the NPNS election later in this Note under

Derivatives and Hedging Activities

However we also use mark-to-marker accounting rather

than accrual accounting for recognizing revenue on our

competitive retail gas customer supply activities our fixed

quantity competitive retail
power customer supply activities for

new transactions closed afrer June 30 2010 which are managed

using economic hedges that we have not designated as cash-flow

hedges so as to match the timing of recognition of the earnings

impacts of those activities to the greatest extent permissible and

other physical commodity derivatives if we have not designated

those contracts as NPNS

We record accrual revenues from sales of products or

services on gross basis at the contract tariff or spot price

because we are principal to the transaction Accrual revenues

also include certain other gains and losses that relate to these

activities or for which accrual accounting is required

We include in accrual revenues the effects of hedge

accounting for derivative contracts that qualifr as hedges of our

sales of products or services Substantially all of the derivatives

that we designate as hedges are cash flow hedges We recognize

the effective portion of hedge gains or losses in revenues during

the same period in which we record the revenues from the

hedged transaction We record any hedge ineffectiveness in

revenues when it occurs We discuss our hedge accounting policy

in the Derivatives and Hedging Activities section later in this

Note

We may make or receive cash
payments at the time we

assume previously existing power sale agreements
for which the

contract price differs from current marker prices We also may

designate derivative as NPNS after its inception We recognize

the value of these derivatives in our Consolidated Balance Sheets

as an Unamortized energy contract asset or liability We

amortize these assets apd liabilities into revenues based on the

present value of the underlying cash flows provided by the

contracts
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Gross amounrs

receivable for sales of

products or services

based on contracr

tariff or spot price

Reclassification of ncr

gains/losses on cash

flow hedges from

AOCI

Ineffective portion of

net gains/losses on

cash flow hedges

Amortization of

acquired energy

contract assets or

liabilities

Fuel and Purchased Energy Expenses

Sources of Fuel and Purchased Egergy Expenses

We incur ftsel and purchased energy costs for

the fuel we use to generate electricity at our power

plants

purchases of
electricity

from others snd

purchases of natural gas coal and other fuel types that

we resell

We report these costs in Fuel and purchased energy

expenses in our Consolidated Statements of Income Loss We
also include cettain fuel-related direct costs such as ancillary

services putchssed from independent system operators

transmission costs brokerage fees and freight costs in the same

category in our Consolidated Statements of Income Loss
Fuel and putchased energy costs from nonregulated

_____________
activities result from contracts ot other purchases that generally

reflect market prices in effect at the time that we executed the

contract or the purchase occurred BCEs costs of electricity and

_____________ gas for resale under regulated activities reflect actual costs of

purchases adjusted to reflect provisions of orders of the

Maryland PSC and the FERC In certain cases these orders

require BCE to defer the differente between certain portions of

_____________
its actual costs and the amount presently billable to customers

BCE records these differences as regulatory assets or liabilities

which we discuss in more detail in Note We describe the

effects of these orders on BCEs fuel and purchased energy

expense
below

Recovery or refund of

deferred SOS and

gas cost adjustment

clause regulstory

assets/liabilities

Mark-to-Market Accounting

We record revenues using the mark-to-market method of

accounting for transactions under derivative contracts for which

we are not permitted or do not elect to use accrual accounting

or hedge accounting These mark-to-market transactions

primarily relate to our risk management and trading activities

our competitive retail gas customer supply activities and

ecnnnmic hedgec of nther accrual activitiec Matk-tn-market

revenues include

origination gains or losses on new transactions

unrealized gains and losses
çrom changes in the fair

value of open contracts

net gains and losses from realized ttansactions and

changes in valuation adjustments

Under the mark-to-market method of accounting we

record
any inception fair value of these contracts as derivative

assets and liabilities at the time of contract execution We record

subsequent changes in the fair value of these derivative assets

and liahilitiec nn net basic in Nonregulared revenues in our

Consolidated Staterfsents of Income Loss We discuss our

mark-to-market accounting policy in the Derivatives and Hedging

Activities section later in this Note

Regulated Electric

BCE provides market-based standard offer electric service to its

residential commercial and industrial customers BCE charges

these customers SOS rates that are designed to recover BCEs

wholesale power supply costs and include an administrative fee

consisting of shareholder return component
and an

incremental cost component Starting June 2010 BCE is

providing all residential electtic customets credit for the

residential return cnmpnnent
of rhe administrative charge which

will continue through December 2016

BCE defers the difference between certain of its actual costs

related to the electric commodity and what it collects from

customers under the commodity charge portion of SOS rates in

given period BCE either bills or refunds its customers the

difference in the future and includes amortization of the deferred

amounts in fuel and purchased energy expense Therefore BCE

does not earn profit on the cost of fuel and purchased energy

because its
expense approximates the amount of the related

commodity charge included in revenues for the period reflecting

actual cnstc adjusted fnr the effects of the regulatory deferral

mechanism

Regulated Gas

BCE charges its gas customers for the natural gas they purchase

from BCE using gas cost adjustment clauses These clauses

include market-based rates incentive mechanism that requires

BCE to compare its actual cost of
gas to market index

measure of the market price of
gas

for that period and share the

difference equally between shareholders and customers This

The following table summarizes the primary components of

accrual revenues

Component of

Accrual Revenues

Activity

Nonregulated

Physical

Energy
Delivery

Regulated

Electricity

and Gas

Sales

Other

Nonregulated

Products and

Services
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sharing mechanism excludes fixed-price contracts which the

Maryland PSC requires BCE to procure for at least 100o but

not more than 200o of forecastedi system supply requirements

for the November through March period

BCE defers the difference between the portion of its actual

gas commodity costs subject to the market-based rates incentive

mechanism and what it collects from customers under the

commodity charge in given period BGE either bills or refunds

its customers the portion of this difference to which they are

entitled through an adjustment to the price of
gas

service in

future periods and includes amortization of the deferred

amounts in fuel and purchased energy expense

Selection of Accounting
Treatment

We determine the appropriate accounting treatment for fuel and

purchased energy costs based on the nature of the transaction

governing accounting standards and where required by applying

judgment as to the most transparent presentation of the

economics of the underlying transactions We utilize two

primary accounting treatments to recognize and report these

costs in our Consolidated Statements of Income Loss
accrual accounting including hedge accounting and

mark-to-market accounting

We describe each of these accounting treatments below

Accrual Actountiog

Under accrual accounting we record fuel and purchased energy

expenses in the period when we consume the fuel or purchase

the
electricity or other commodity for resale We use accrual

accounting to recognize substantially all of our fuel and

purchased enesgy expenses as part of our physical delivery

activities We make these puichases using variety of

instruments including nonderivative transactions derivatives

that qualify fot and are designated as NPNS and spot-market

purchases including settlements with independent system

operators These transactions also include
power purchase

agreeuieists
that qualify as uperating leases f05 which fuel and

purchased energy consists of both fixed capacity payments and

variable payments based on the actual output of the plants We

discuss the NPNS election lattr in ibis Note under Derivatives

and Hedging Activities

In certain cases we use matk-to-market accounting rather

than accrual accounting for recognizing fuel and purchased

energy expenses on physical commodity derivatives if we have

not designated those contracts as NPNS
We include in accrual fuel and purchased energy expenses

the effects of hedge accounting for derivative contracts that

qualify as hedges uf uut fuel and purchased eueigy custs

Substantially all of the derivatives that we designate as hedges are

cash flow hedges We recognize the effective portion of hedge

gains or losses in fuel and purchased energy expenses during the

same period in which we record the costs from the hedged

transaction We record any hedge ineffectiveness in expense

when it occurs We discuss our use of hedge accounting in the

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

contracts for which the contract price differs from current

market prices We recognize the cash payment at inception in

our Consolidated Balance Sheets as an Unamortized
energy

contract asset or liability We amortize these assets and liabilities

into fuel and purchased energy expenses based on the
present

value of the underlying cash flows provided by the contracts

The following table summarizes the primary components of

accrual purchased fuel and
energy expense

Component of

Accrual Fuel and

Purchased Energy

Expense

Nonregulated

Physical

Energy

Delivery

Regulated

Electricity

and Gas

Sales

Other

Nonregulated

Products and

Services

Actual costs of fuel and

puichased eueigy

Reclassification of net

gains/losses on cash

flow hedges from

AOCI

Ineffective portion of

net gains/losses on

cash flow hedges

Amortizatton of

acquited energy

contract assets or

liabilities

Defetral or

amortization of

deferred SOS and

gas cost adjustment

clause
tegulatoty

assets/liabilities

Mark-to-Market Accounting

We record fuel and purchased energy expenses using the

mark-to-market method of accounting for transactions under

denvative cuutracts fus which we.are nut permitted ui du nut

elect to use accrual accounting or hedge accounting in order to

match the earnings impacts of those activities to the greatest

extent permissible These mark-to-market transactions relate to

our physical international coal purchase contracts in 2009 and

2008 Mark-to-market costs include

unrealized gains and losses from changes in the fair

value of open contracts

net gains and losses from realized transactions and

changes in valuation adjustments

Under the mark-to-market method of accounting we

recurd
any inceptiuii fair value uf these cuntracts as detivative

assets and liabilities at the time of contract execution We record

subsequent chahges in the fair value of these derivative assets

and liabilities on net basis in Fuel and purchased energy

expense in our Consolidated Statements of Income Loss We

discuss dur mark-to-market accounting policy in the Derivatives

and Hedging Activities section later in this Note

Activity
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Derivatives and Hedging Activities

We engage in electricity natural gas coal emission allowances

and other commodity marketing and risk management activities

as part of our NewEnergy business Tn order to manage our

exposure to commodity price fluctuations we enter into energy

and energy-related derivative contracts traded in the

over-the-counter markets or on exchanges These contracts

include

forward physical purchase and sales contracts

futures contracts

financial
swaps

and

option contracts

We use interest rate swaps to manage our interest rate

exposures associated with new debt issuances to manage our

exposure to fluctuations in interest rates on variable rate debt

and to optimize the mix of fixed and floating-rate debt We use

foreign currency swaps to manage our exposure to foreign

currency exchange rate fluctuations

Selection of Accounting Treatment

We account for derivative instruments and hedging activities in

accordance with several possible accounting treatments that meet

all of the requirements of the accounting standard

Mark-to-market is the default accounting treatment for all

derivatives unless they qualifr and we specifically designate

them for one of the other accounting treatments Derivatives

designated for any of the other elective accounting treatments

must meet specific restrictive criteria both at the time of

designation and on an ongoing basis

The following are permissible accounting treatments for

derivatives

mark-to-market

cash flow hedge

fair value hedge and

NPNS

Each of the accounting treatments for derivatives affects our

financial statements in substantially different ways as summarized

below

Recognition and Measurement
Accounting

Treatment Balance Sheet Income Statement

Mark to-market Derivative asset or liabiæty Changes in fair value rec

recorded at fair value ognized in earnings

Cash flosv Derivative asset or liability
Ineffective changes in fair

hedge recorded at fair value value recognized in earn-

Effective changes in fair
ings

value recognized in accu Amounts in accumulated

mulated other comprehen other comprehensive

sive income income reclassified to earn

ings
when the hedged fore

rscred rransaci-inn affecrc

earnings or becomes proba

ble of not occurring

Fair value Derivative asset or liability Changes in fair value rec

hedge recorded at fair value ognized in earnings

Book value of hedged asset Changes in fair value of

or liability adjusted for hedged asset or liability

changes in its fair value
recognized

in
earnings

Recognition and Meaauremenc
Accounnng
Treatment Balance Sheet Income Statement

Fair value not recorded Changes in fair value not

Accounts receivable or recognized in earnings

accounts payable recorded Revenue or expense recog
when derivative settles nized in earnings when

underlying physical com

modity sold or con

sumed

Mark-to-Market

We generally apply mark-ro-market accounting for risk

management and trading activities because changes in fair value

more closely reflect the economic performance of the activity

However we also use mark to-market accounting for derivatives

related rn the following physical energy delivery activities

our competitive retail gas customer supply activities

which are managed using economic hedges that we have

not designated as cash-flow hedges in order to match

the timing of recognition of the earnings impacts of

those activities to the greatest extent permissible and

economic hedges of activities that require accrual

accounting for which the related hedge requires

mark-to-market accounting

We may record origination gains associated with derivatives

subject to mark-to-market accounting Origination gains

represent
the initial fair value of certain structured transactions

that our portfolio management and trading operation executes to

meet the risk management needs of our customers Historically

transactions that result in origination gains have been unique

and resulted in individually significant gains from single

transaction We generally recognize origination gains when we

are able to obtain observable market data to validate that the

initial fair value of the contract differs from the contract price

Cash Flow Hedge

We generally elect cash flow hedge accounting for most of the

derivatives that we use rn hedge market price risk for our

physical energy delivery Generation and NewEnergy businesses

activities because cash flow hedge accounting more closely aligns

the timing of earnings recognition cash flows and the

undedying business activities We only use fair value hedge

accounting on limited basis

We use regression analysis to determine whether we expect

derivitive to be highly effective as cash flow hedge prior to

electing hedge accounting and also to determine whether all

derivatives designated as cash flow hedges have been effective

We perform these effectiveness tests prior to designation for all

new hedges and on daily basis for all existing hedges We

calculate the actual amount of ineffectiveness on our cash flow

hedges using the dollar offset method which compares

changes in the expected cash flows of the hedged transaction to

changes in the value of expected cash flows from the hedge

We discontinue hedge accounting when our effectiveness

tests indicate that derivative is no longer highly effective as

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

NPNS

accrual
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transaction is not probable When we discontinue hedge

accounting but continue to hold the derivative we begin to

apply mark-to-market accounting that time

NPNS

We elect NPNS accounting for derivative contracts that provide

for the purchase or sale of physical commodity that will be

delivered in quantities expected to be used or sold over

reasonable period in the normal course of business Once we

elect NPNS classification for given contract we do not

subsequently change the election and treat the contract as

derivative using mark-to-market or hedge accounting However

if we were to determine that transaction designated as NPNS

no longer qualified for the NPNS election we would have to

record the fair value of that contract on the balance sheet at that

time and immediately recognize that amount in earnings

Fair Value

We record mark-to-market and hedge derivatives at fair value

which represents an exit price for the asset or liability from the

perspective of marker participant An exit price is the price at

which market participant could sell an asset or transfer

liability to an unrelated
party

While some of our derivatives

relate to commodities or instruments for which quoted market

prices are available from external sources many other

commodities and related contracts are nor actively traded

Additionally some contracts include quantities and other factors

that
vary over time As result often we must use modeling

techniques to estimate expected future market prices contract

quantities or both in order to determine fair value

The prices quantities and other factors we use to

determine fair value reflect managements best estimates of

inputs market participant would consider We record valuation

adjustments to reflect uncertainties associated with estimates

inherent in the determination of fair value that are not

incorporated in market price information or other market-based

estimates we use to determine fair value To the extent possible

we utilize market-based data together with quantitative methods

for both measuring the uncertainties for which we record

valuation adjustments and dereiminihg the level of such

adjustments and changes in those levels

The valuation adjustments we record include the following

Close-out adjustmentthe estimated cost to close our

or sell to third party open mark-to-market positions

This valuation adjustment has the effect of valuing

purchase contracts at the bid price and sale contracts at

the offer price

Unobservable input valuation adjustmentnecessary

when we determine fair value for derivative positions

using internally developed models that use unobservable

inputs due to the absence of observable market

information

Credit spread adjustment necessary to reflect the

credit-worthiness of each customer counrerparty

We discuss derivatives and hedging activities as well as how

we determine fair value in detail in Note 13

Balance Sheet Netting

We often transact with counterpareies under master agreements

and other arrangements that provide us with right of seroff of

amounts due to us and ftum us in the event of bankruptcy or

default by the
counrerparty

We
report these transactions on

net basis in our Consolidated Balance Sheets

We apply balance sheet netting separately for current and

noncurrent derivatives Current derivatives represent the portion

of derivative contract cash flows expected to occur within

12 months and noncurrent derivatives represent the portion of

those cash flows expected to occur beyond 12 months Within

each of these categories we net all amounts due to and ftom

each counrerparty under master agreements into single net

asset or liability
We include fair value cash collateral amounts

received and posted in determining this net asset and
liability

amount

Unamortized Energy Assets-and Liabilities

Unamortized energy contract assets and liabilities represent the

remaining unamortized balance of non-derivative energy

contracts that we acquired certain contracts which no longer

qualif as derivatives due to the absence of liquid market or

derivatives designated as NPNS that we had previously recorded

as Derivative assets or liabilities The initial amount recorded

represents the fair value of the contract at the time of

acquisiriun or dcsignariun and thc balaiicc is asnuitizcd over thc

life of the contract in relation to the present value of the

underlying cash flows The amortization of.these values is

discussed in the Revenues and Fuel and Purchased Energy Expenses

sections of this Note

Credit Risk

Credit risk is the loss that may result from counrerparty

non-performance We are exposed to credit risk primarily

through our NewEnergy business We use credit policies to

manage our credit risk including utilizing an established credit

approval process daily munitoring.uf cuunterparty limits

employing credit mitigation measures such as margin collateral

cash or letters of credit or prepayment arrangements and using

master netting agreements We measure credit risk as the

replacement cost for open energy commodity and derivative

positions both mark-to-market and accrual plus amounts owed

from counrerparries for settled transactions The replacement

cost of
open positions represents unrealized gains less

any

unrealized losses where we have legally enforceable right of

setoff

Electric and gas utilities municipalities cooperatives

generation owners coal producers and energy marketers

comprise the majority of counrerparries underlying our assets

ftom our wholesale marketing and risk
management activities

We held cash collateral from these counterparries totaling

$28.8 million as of December 31 2010 and $95.2 million as of

December 31 2009 These amounts are included in Customer

deposits and collateral in our Consolidated Balance Sheets

We consider significant concentration of credit risk to be

any single obligor or counrerparty whose concentration exceeds

10% of total credit exposure As of December 31 2010 two
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counterparties CENG and large power eooperarive comprise

total exposure concenrrarions of 25o No counrerparries based

in single counrry other than the United States in aggregate

comprise more than 10% of the total
exposure

of the portfolio

Equity Investment Losses Earnings

We include equity in earnings from our investments in

qualiing facilities and
power projects joint ventures and

Constellation Energy Partners LLC CEP in Equity Investment

Losses Earnings in our Consolidated Statements of Income

Loss in the period they ate earned Equity Investment Losse

Earnings also includes any adjustments to amortize the

difference if any except for goodwill and land between our cost

in an equity method investment and our underlying equity in

net assets of the investee at the date of investment

We consider our investments in generation-related

qualiing facilities power projects and joint ventures to be

integral to our operations

Taxes

We summarize out income taxes in Note 10 BCE and our other

subsidiaries record their allocated share of our consolidated

federal income tax liability using the
percentage complementary

method specified in U.S income tax regulations As
you

read

this section it may be helpful to refer to Note 10

Income Tax Expense

We have two categories of income tax expense current and

deferred We describe each of these below

current income tax expense
consists solely of regular tax

less applicable tax credits and

deferred income tax expense is equal to the changes in

the net deferred income tax liability excluding amounts

charged or credited to accumulated other comprehensive

income Our deferred income tax expense is increased or

reduced for changes to the Income taxes recoverable

through ffirure rates net regulatory asset described

below during the year

Tax Credits

We defer the investment tax credits associated with our regulated

business assets previously held by our regulated business and

any investment tax credits that are convertible to cash
grants

in

our Consolidated Balance Sheets The investment tax credits that

are convertible to cash grants are recorded as reduction to the

cartying value of the underlying property and subsequently

amortized evenly to earnings over the life of each underlying

property
We reduce current income tax expense in our

Consolidated Statetnents of Income Loss for any investment

tax credits that are not convertible to cash grants and other tax

credits associated with our nonregulated businesses

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

The tax effects of the temporary differences in these items are

reported as deferred income tax assets or liabilities in our

Consolidated Balance Sheets We measure the deferred income

tax assets and liabilities using income tax rates that are currently

in effect

portion of our total deferred income tax liability
relates

to our regulated business but has nor been reflected in the rates

we charge our customers We refer to this portion of the liability

as Income taxes recovetable through future rates net We

have recorded that portion of the net liability as regulatory

asset in our Consolidated Balance Sheets We discuss this further

in Note

Interest and Penalties

We recognize interest and penalties related to tax

underpayments assessments and unrecognized tax benefits in

Income tax expense benefit in our Consolidated Statements

of Income Loss

Unrecognized Tax Benefits

We recognize in our financial statements the effects of uncertain

tax positions if we believe that these positions are

mote-likely-than-not to be realized We establish liabilities to

reflect the portion of those positions we cannot conclude are

mote-likely-than-not to be realized upon ultimate settlement

These are referred to as liabilities for unrecognized tax benefits

XTe discuss our unrecognized tax benefits in more detail in

Note 10

State and Local Taxes

State and local income taxes are included in Income tax

expense benefit in our Consolidated Statements of Income

Loss

Taxes Other Than Income Taxes

Taxes other than income taxes primarily include property and

gtuss rcccipts taxcs alung with franchise ta.xcs and other

non income taxes sureharges and fees

BCE and our NewEnergy business collect certain taxes

from customers such as sales and gross receipts taxes along with

other taxes surcharges and fees that are levied by state or local

governments on the sale or distribution of
gas

and electricity

Some of these taxes are imposed on the customer and others are

impmed on BGE and our NewEnergy business Where these

taxes such as sales taxes are imposed on the customer we

account for these taxes on net basis with no impact to our

Consolidated Statements of Income Loss However where these

taxcs such as giuss rcccipts taxes or other sureharges or fees are

imposed on BCE or our NewEnetgy business we account for

these taxes on gross basis Accordingly we recognize revenues

for these taxes collected from customers along with an offsetting

tax expense which are both included in our Consolidated
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Statements of Income Loss The taxes surcharges or fees rhar

are included io revenues were as follows

Year Jsnded December 31 2010 2009 2008

In millions

Constellation Energy including

BGE $122.2 $106.8 $111.7

BCE 81.9 76.8 73.2

Earnings Per Share

Basic earnings per common share EPS is computed by dividing

net income loss attributable to common stock by the weighted-

average number of common shates outstanding for the year

Dilutcd ElS reflccrs rhe putcntial dilutiun uf common stuck

equivalent shares that could occur if securities or other contracts

to issue common stock were exercised or converted into

common stock

Our dilutive common stock equivalent shares primarily

consist of stock options and other stock-based compensation

awards The following table presents stock options that were not

dilutive and were excluded from the computation of diluted EPS

in each period as well as the dilutive common stock equivalent

shares as follows

Non-dilutive stock options

Dilutive common stock equivalent

shares

As resnlt of the Company incarring loss for the years ended

December 31 2010 and December 31 2008 dilated common

stock equioalent shares were not incladed in calcalating dilated EPS

for those reporting periods

We issued ro MidAmerican Energy Holdings Cnmpany

MidArnerican 19897322 shares of Constellation Energys

common stock upon the conversion of the Series Preferred

Stock which occurred upon the
termnarion

of the merger

agreement with MidAmerican on December 17 2008 These

additional shares impacted our earnings per share for 2009

Stock-Based Compensation

Under our long-term incentive plans we have granted stock

options performance-based units service-based units

performance and service-based restricted stock and equity to

officers key employees and members of the Board of Directors

We discuss these awafds in more detail in Note 14

We recognize compensation expense for all equity-based

compensation awards issued to employees that are expected to

vest Equity-based compensation awards include stock options

restricted stock and any other share-based payments We

recognize compensation cost over the period during which an

employee is required to provide service in exchange for the

award which is typically one to five-year period We use

forfeiture assumption based on historical experience to estimate

the number of awards that are expected to vest during the

service period and ultimately true-np 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 using

the Black-Scholes option-pricing model and we remeasure the

fair value of
liability

awards each reporting period We do not

capitalize any portion of our stock-based compensation

Cash and Cash Equivalents

All highly liquid investments with original maturities of three

months or less are considered cash equivalents

Accounts Receivable and Allowance for Uncollectibles

Accounts receivable which includes cash collateral posted in our

margin account with third party brokers are stated at the

historical cartying amount net of write-offs and allowance for

uncollectibles We establish an allowance for uncollectibles based

on our expected exposure to the credit risk of customers based

on variety of factors

Materials Supplies and Fuel Stocks

We record our fuel stocks emissions credits renewable energy

credits coal held for resale and materials and supplies at the

lower of cost or market We determine cost using the
average

cost method for our entire inventory

Restricted Cash
In millions

At December 31 2010 our restricted cash primanly included

cash at one of our consolidated variable interest entities cash

held in escrow for the acquisition of the Boston Generating fleet

of generating plants and BCEs Rinds restricted for the

repayment of the rate stabilization bonds At December 31

2009 restricted cash also included proceeds from financing for

the acquisition construction installation and equipping of

certain sewage and solid waste disposal facilities at our Brandon

Shores coal-fired generating plant in Maryland

As of December 31 2010 and 2009 BCEs restricted cash

primarily represented funds restricted at its consolidated variable

interest entity for the repayment of the rate stabilization bonds

We discuss the rate stabilization bonds in more detail in Note

Financial Investments

In Note we summarize the financial investments that are in

our Consolidated Balance Sheets

We report our debt and equity securities at fair value and

we use either specific identification or average cost to determine

their cost for computing realized gains or losses

Available-for-Sale Securities

We
classifr our investments in trust assets securing certain

executive benefits that are classified as available-for-sale securities

We include
any

unrealized gains losses on our

available-for-sale securities in Accumulated other comprehensive

loss in our Consolidated Statements of Common Shareholders

Equity and Comprehensive Income Loss

Year Ended December 31 2010 2009 2008
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Evaluation of Assets for Impairment and Other Than

Temporary Decline in Value

Long-Lived Assets

We evaluate certain assets that have lnng lives fnr example

generating property and equipment and real estate to determine

if they are impaired when certain conditions exist We test our

long-lived assets and proved gas properties for recoverability

whenever events or changes in circumstances indicate that their

carrying amount may not be recoverable

We determine if long-lived assets and proved gas properties

are impaired by comparing their undiscounted expected furure

cash flows to their carrying amount in our accounting records

Cash flows for long-lived assets arc determined at the lowest

level for which identifiable cash flows are largely independent of

the cash flnws of other assets and liahilities Ilodisconoted

expected future cash flows for proved gas properties include

risk-adjusted probable and possible reserves

We record an impairment loss if the undiscounted expected

future cash flows are less than the carrying amount of the asset

The amount of the impairment loss we record equals the

difference between the estimated fair value of the asset and its

carrying amount in our accounting records

We evaluate unproved gas producing properties at least

annually to determine if they are impaired Impairment for

unproved property occurs if there are no firm plans to continue

drilling lease expiration is at risk or historical
experience

necessitates valuation allowance

We use our best estimates in making these evaluations and

consider various factors including forward price curves for

energy
fuel costs legislative initiatives and

operating costs

However actual future market prices and project costs could

vary from those used in our impairment evaluations and the

impact of such variatioos could be material

Investments

We evaluate our equity method and cost method investments

for example CENG CEP and partnerships that own power

projects to determine whether or not they are impaired The

standard for determining whether an impairment must be

recorded is whether the
investmeit

has experienced an other

than temporary decline in value

Additionally if rhe projects in which we hold these

investments recognize an impairment we would record our

proportionate share of that impairment loss and would evaluate

our investment for an other than temporary decline in value

We continuously monitor issues that potentially could

impact future profitability of our equity method investments

that own coal hydroelectric fuel processing projects as well as

our equity iovesttheots in our nuclear joint venture and CEP

These issues include environmental and
legislative

initiatives

Debt and Eqnity Seenrities

We determine whether decline in fair value of debt or equity

investment below book value is other than temporary
If we

determioe that the decline in fair value is othet than temporary

we write-down the cost basis of the investment to fair value as

new cost basis

Goodwill and Intangible Assets

Goodwill is the excess of the purchase price 0f an acquired

business over the fair value of the net assets acquired We do not

amortize goodwill We evaluate goodwill for impairment at

annually or more frequently if events and circumstances indicate

the business might be impaired Goodwill is impaired if the

carrying value of the business exceeds fair value Annually we

estimate the fair value of our businesses using techniques similar

to those used to estimate future cash flows for long-lived assets

as previously discussed If the estimated fair value of the business

is less than its carrying value an impairment loss is required to

be recogoized to the exteot that the carrying value of goodwill is

greater than its fair value We amortize intangible assets with

finite lives We discuss the changes in our goodwill and

intangible assets in mote detail in Note

Property Plant and Equipment Depreciation Depletion

Amortization and Accretion of Asset Retirement

Obligations

We
report our property plant and equipment at its original cost

unless impaired

Original cost includes

material and labor

contractor costs and

coostructioo overhead costs financing costs and costs

for asset retirement obligations where applicable

We own an uodivided interest in the Keystone and

Conemaugh electric generating plants Western Pennsylvania

as well as io the Conemaugh substation and transmission line

that
transports

the plants output to the joint owoers service

territories Our ownership interests in these plants are 20.99% in

Keystone and 10.56s io Conemaugh These ownership interests

represented ocr iovestmeot of $338.0 million at December 31
2010 and $339.6 million at December 31 2009 Each owner is

responsible for financiog irs proportionate share of the plants

working fuods Working funds are used for operating expenses

and capital expenditures Operaxiog expenses
related ro these

plants are included in Operatiog expenses in our Consolidated

Statements of Income Loss Capital costs related to these plants

are included in Nooregulated property plant aod equipment

in our Consolidated Balance Sheets

The Nooregulated property plant and equipment in our

Consolidated Balance Sheets includes nooregulated generation

coosfructioo work in progress of $70.9 million at December 31

201111 and $685.1 million at December 31 2009

When we retire or dispose of
property plant and

equipment we remove the assets cost from our Consolidated

Balaoce Sheets We charge this cost to accumulated depreciation

for assets that were depreciated under the group straight-line

method This includes regulated property plant and equipment

and oooregulated generating assets For all other assets we

remove the accumulated depreciatioo aod amortization amounts

from our Consolidated Balance Sheets and record aoy gain or

loss in our Consolidated Statements of Income Loss
The costs of maioteoaoce and certain replacements are

charged to Operatiog expenses in our Consolidated Statements

of Income Loss as incurred
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Our oil and
gas exploration and production activities

consist of working interests in gas producing fields We account

fot these activities under the successful efforts method of

accounting Acquisition development and exploration costs are

capitalized Costs of drilling exploratory wells are initially

capitalized and latet charged to expense
if reserves are not

discovered or deemed not to be commercially viable Other

exploratory costs are charged to expense when incurred

Depreciation and Depletion Expense

We compute depreciation for our generating electric

transmission and distribution and
gas

distribution facilities We

compute depletion for out oil and
gas exploitation and

production activities Depreciation and depletion are determined

usiug the fulluwiug suethuds

the group straight-line method using rates averaging

approximately 2.9% per year for our generating assets

the
group straight-line method approved by the

Maryland PSC applied to the
average investment

adjusted for anticipated costs of removal less salvage in

classes of depreciable property based on an average rate

of approximately 3.2% per year for our regulated

business or

the units-of-production method over the remaining life

of the estimated proved reserves at the field level for

acquisitiuu costs aud over the reruaiuiug life of proved

developed reserves at the field level for development

costs The estimates for
gas reserves are based on

internal calculations

Other assets are depreciated primarily using the straight-line

method and the following estimated useful lives

Estimated Useful Lives

50 years

20 years

15 years

10 years

Amortization Expense

Amortization is an accounting procest of reducing an asset

amount in our Consolidated Balance Sheets over period of

rime that approximates the assets useful life When we reduce

amounts in our Consolidated Balance Sheets we record

amortization expense
in our Consolidated Statements of Income

Loss We discuss the types of assets that we amortize and the

periods over which we amortize them in more detail in Note

Accretion Expense

We recognize an estimated
liability

for
legal obligations and legal

obligations conditional upon future event associated with the

retirement of tangible long-lived assets Our conditional asset

retirement obligations relate primarily to asbestos removal at

certain of our generating facilities

Prior to November 2009 substantially all of our total

asset retirement obligation was associated with the

decommissioning of our nuclear power plantsCalvert Cliffs

Nuclear Power Plant Calvert Cliffs Nine Mile Point Nuclear

Station Nine Mile Point and Ginna Nuclear Power Plant

Ginna Upon the close of the transaction with EDF on

November 2009 we deconsolidated CENG and removed the

asset retirement obligations associated with these nuclear
power

plants from our Consolidated Balance Sheets Our remaining

asset retirement obligations are associated with our other

generating facilities and certain other long-lived assets

From time to time we will perform studies to update our

asset retirement obligations We record
liability

when we are

able to reasonably estimate the fair value of
any

future
legal

obligations associated with retirement that have been incurred

and capitalize corresponding amount as part of the book value

of the related long-lived assets

The increase in the capitalized cost is included in

determining depreciation expense over the estimated useful lives

of these assets Since the fair value of the asset retirement

obligations is determined usinga present value approach

accretion of the liability due to the passage of time is recognized

each period to Accretion of asset retirement obligations in our

Consolidated Statements of Income Loss until the settlement

of the
liability

We record gain or loss when the
liability

is

settled after retirement for any difference between the accrued

liability and actual costs

Capitalized Interest and Allowance for Funds Used

During Construction

Capitalized Interest

Our nonregulated businesses capitalize interest costs for costs

incurred to finance our power plant construction projects real

estate developed for internal use and other capital projects

Allowance for Funds Used During 6onstruction AFC
BGE finances its construction projects with borrowed funds and

equity funds BGE is allowed by the Maryland PSC and the

FERC to record the costs of these funds as part of the cost of

construction projects in its Consolidated Balance Sheets BCE

does this through the AFC which it calculates using rates

authorized by the Maryland PSC and the FERC BGE bills its

customers for the AFC plus return after the utility property is

placed in service

The AFC rates for the period January 2010 through

December 2010 were 9.40% for electric distribution plant

8.47% for electric transmission plant 8.49o for gas plant and

9.08% for common plant The AFC rates for the period

December 2010 through December 31 2010 were 8.06% for

electric distribution plant 8.47% for electric transmission plant

v.90% for
gas plant and 8.O7s for common plant BCE

compounds AFC annually

Long-Term Debt and Credit Facilities

We defer all costs related to the issuance of long-term debt and

credit facilities These costs include underwriters commissions

discounts or premiums other costs such as external legal

accounting and regulatory fees and printing costs We amortize

costs related to long-term debt into interest expense over the life

Asset

Building and improvements

Office equipment and furniture

Transportation equipment

Computer software
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of the debt We amortize costs related to credit facilities to other

expenses income over the terms of the facilities

In addition to the fees that are paid upfront for credit

facilities we also incur ongoing fees related to these facilities We

record the ongoing fees in other expense income and we

record interest incurred on cash draws in interest
expense

When BCE incurs gains or losses on debt that it retires

prior to maturity it amortizes those gains or losses over the

remaining original life of the debt in accordance with regulatory

requirements

requires an entity to qualitatively assess whether it

should consolidate VIE based on whether the entity

has the power to direct matters that most

significantly impact the activities 0f the WE and

has the obligation to absorb losses or the right to

receive benefits of the WE that could potentially be

significant to the WE
requires an ongoing reconsideration of this assessment

instead of only upon
certain triggering events

amends the events that trigger reassessment of whether

an entity is WE and

requires the entity that consolidates WE
the primary beneficiaty to present separately on the

face of its balance sheet the assets of the consolidated

VIE if they can be used to only settle specific

obligations of the consolidated WE and the liabilities

of consolidated WE for which creditors do not have

recourse to the general credit of the primary beneficiary

We adopted this guidance on January 2010 and as

result of our assessment and implementation of the new

requirements our accounting and disclosures related to WEs

were impacted as follnws

We have presented separately on our Consolidated

Balance Sheets to the extent material the assets of our

consolidated VIEs that can only be used to settle

specific obligations of the consolidated WE and the

liabilities of our consolidated WEs for which creditors

do not have recourse to our general credit

The new requirements emphasize qualitative

assessment of whether the equity holders of the entity

have the
power to direct matters that most significantly

impact the entity We have evaluated all existing entities

under the new WE accounting requirements both those

previously considered WEs and those considered

potential WEs Our accounting for and disclosure about

WEs did not change materially as result of these

assessments

We discuss our investments in variable interest entities in

more detail in Note

Noncontrolling Interests in Consolidated Financial Statements

Effective January 2009 we adopted guidance relating to the

accounting and reporting of noncontrolling interests in

consolidated financial statements We presented and disclosed

our noncontrolling interests in our Consolidated Financial

Statements and we accounted for the 2009 sale of 49.99%

membenhip interest in CENC to EDF by deconsolidating

CENC measuring our retained interest at fair value and

recognizing gain at closing We discuss this transaction in

more detail in Note

Accounting Standards Adopted

Accounting for Variable Interest Entities

In June 2009 the FASB amended the accounting presentation

and disclocure guidance related to variable interest entities

The amended standard includes the following significant

provisions
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Other Events

2010 Events

Impairment losses and other costs

International coal contract dispute

settlement 56.6

Deferred income tax expense relating

to federal subsidies for providing

post-employment prescription drug

benefits

Amortization of basis difference in

CENG
Loss on early retirement of 2012

Notes 51.6

Impact of
power purchase agreement

with GENG
Gain on divestitures

Pre-Tax After-Tax

In millions

$2476.8 $1487.1

8.8

195.2 117.5

30.9

185.6 113.3

240.0 146.0

Total other items $2612.6 $1576.2

the decline is other than temporary We do not record an

impairment
if the decline in value is temporary

and we hsve rhe

ability
to recover the carrying amount of our investment In

making this determination we evaluate the reasons for an

investments decline in value the extent and length of that

decline and factors that indicate whether and when the value

will recover

CENG

As of September 30 2010 the estimated fair value of our

investment in CENG was $2.9 billion which was lower than its

carrying value of $5.2 billion The carrying value of our

investment reflected fair value as of the November 2009

closing of EDFs investment in CENG At that time we were

required to deconsolidate CENG and record our retained

investment at fair value We describe this transaction in more

detail in Note 16

There is no active market for the ownership interests in

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 our

investment based
upon

information that market participant

would consider We believe our estimate incorporates the best

data available as of September 30 2010 for each input which

we describe below However the resulting fair value amount

remains an estimate and is subject to change in the future based

upon changes in
any

of the inputs or the underlying operating

market and economic conditions we considered

Because of the absence of relevant market transactions for

similar entities we estimated the fair value of CENG using

discounted future cash flows based upon inputs that we believe

reflect market participants perspective Our methodology was

consistent with the methodology used to estimate fair value in

November 2009 The most significant inputs to our estimate of

fair value include expectations of nuclear plant performance

future power prices nuclear fuel and operating costs forecasted

capital expenditures existing power
sales commitments and

discounting factor reflective of an investors required

risk-adjusted return To the extent possible we considered

available market information and other third-party data for each

of the inputs However because of the long operating lives of

nuclear jower plants we were required to estimate inputs for

many years beyond periods for which observable market data is

available Additionally we compared the inputs to relevant

historical information and we beochmarked our valuation using

implied market data of other companies that own nuclear

generation facilities

Upon completion of our evaluation we determined that the

fair value of our investment in CENG had declined by

approximately $2.3 billion on pre-tax basis as of

September 30 2010 The decline in fair value is primarily

attributable to the following factors

significant declines in
power prices particularly in the

third quarter
of 2010

Impairment Losses and Other Costs

Impairment Evalnations

We discuss our policy for evaluation of assets for impairment

and other than
temporary

declines in value in Note We

perform impairment evaluations for our long-lived assets equity

method and cost method investments and goodwill when events

occur that indicate that the potential for an impairment exists

During the third quarter of 2010 the following events

resulted in the need for us to perform impairment evaluations of

our equity method investments as well as the
power plants we

own

commodity prices declined substantially

there was decrease in certainty around the timing and

extent of environmental legislation

we completed process
that led us to reject

the terms

and conditions of Department of Energy DOE loan

guarantee related to the development of new nuclear

power plant and

with respect to our investments in UNE and CENG
certain contractual issues with our partner

remained

unresolved as of the end of the third quarter of 2010

As result of these evaluations we recorded impairments of

several of our equity method investments We describe the

impairment evaluations we performed in the following sections

Equity Method Investments

We evaluated certain of our equity method investments in light

of recent declines in commodity prices and the completion of

the process that led to our rejection of the terms and conditions

of the DOE loan guarantee for the development of new nuclear

assets The investments we evaluated include our investment in

CENG our investment in UNE and our investments in certain

qualiing facilities

We record an impairment if an investment has experienced

decline in fair value to level less than our carrying value and
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decreases in the market price of natural gas that

adversely impact the level of and potential for recovery

in power prices in the dear term

untxrtainry regarding the timing and provisions of

carbon and other potential environmental legislation

negatively impacting estimated future
power prices and

an increase in the discount rate reflecting higher

risk-adjusted required returns for nuclear power plants

Based upon the extent of the decline below carrying value

the ftmndamental reasons for the decline and our assessment that

sufficient improvement in these factors necessary to produce

recovery in fair value is not
likely

to occur in the near term we

determined that the decline is other than temporary Therefore

we recorded an approximately $2.3 billion pre-tax impairment

charsc during the
quartcr

cnded September 30 2010 to

write-down our investment to fair value as of that date We

recorded this charge in Impairment losses and other costs in

our Consolidated Statements of Income Loss To the extent

that the fair value of our investment declines frirther in future

quarters we may record additional write-downs if we determine

that any additional declines are other than temporary

UNE
As of September 30 2010 the estimated fair value of our

investment in UNE was zero as compared to its carrying value

of $143.4 million

Prior to the third quarter of 2010 we believed that we

would recover our investment in UNE through the development

and operation of new nuclear power plant However during

the third
quarter

of 2010 several factors led to decline in the

fair value of our investment including

economics of nuclear baseload generation had

deteriorated substantially for reasons described above for

CENG and

we were unable to negotiate acceptable loan
guarantee

terms culminating process
that led us to reject

the

DOE loan
guarantee

due to an uneconomic level of

costs

As result of evaluating these factors we determined that

as of September 30 2010 wosld not be able to recover the

value of our investment Our determination was based primarily

on market-related factors that indicated that market participant

would assign little or no value to this entiry due to the absence

of DOE loan guarantee

We also evaluated whether this decline in fair value was

temporary
Based upon the nature of the factors leading to the

decline we determined at September 30 2010 that it was

unlikely that thesç matters would be resolved in the near term in

way that would permit recovery in the fair value of our

investment Therefore we concluded that the decline in the

value of our investment in UNE was other than
temporary

and

we recorded $143.4 million
pre-tax impairment charge during

the
quarter

ended September 30 2010 to write-down our

investment to estimated fair value as of that date We recorded

this charge in Impairment losses and other costs in our

Consolidated Statements of Income Loss

Qua 4j5iing Facilities

As result of the significant declines in power prices during the

third quarter of 2010 we determined that the fair values of

three of our equiry method investments in coal-fired generating

plants in California declined substantially below book value As

result we recorded $50.0 million
pre-tax impairment charge

during the quartet
ended September 30 2010 to write down

our investments to fair value as of that date

Additionally as result of sale of an ownership interest

by our partner in the fourth quarter of 2010 we recorded an

$8.4 million
pre-tax impairment charge on one other equiry

method investment in California at December 31 2010 We

recorded these charges in the Impairment losses and other

costs line in our Consolidated Statements of Income Loss

Generating Plants

We evaluated the impact of the events that occurred during the

third quarter of 2010 on the recoverabiliry of our generating

plants As discussed in Note we evaluated whether these plants

would
generate

undiscounted cash flows from operations that are

at least sufficient to recover the carrying value of our investment

Based upon our consideration of these events the primary

impact of which is reduction in
power prices and the status of

the generating plants activities we determined that our

generating plants were not impaired as of September 30 or

December 31 2010

Goodwill

We performed our annual
impairment review in the quarter

ended September 30 2010 and determined that our goodwill is

not impaired

International Coal Contract Dispute Settlement

During 2010 we finalized the settlement of contract dispute

with third parry international coal supplier recognizing net

pre-tax earnings of $56.6 million We divested the majoriry of

our international commodities operations in 2009

Deferred Income Tax Expense Relating to Federal Subsidies for

Providing Post-Employment Prescription Drug Benefits

During March 2010 the Patient Protection and Affordable Care

Act and the Healthcare and Education Reconciliation Act of

2010 were signed into law These laws eliminate the tax exempt

status of drug subsidies provided to companies under Medicare

Part after December 31 2012 As result of this new

legislation we recorded noncash charge to reflect additional

deferred income tax expense of $8.8 million in March 2010

Amortization of Basis D9Łrence in CENG
On November 2009 Constellation Energy sold 49.99o

membership interest in CENG to EDF for total consideration of

approximately $4.7 billion includes $3.5 billion in cash at close

the non-cash redemption of the $1.0 billion Series Preferred

Stock held by EDF and certain expense reimbursements As

result we ceased to have controlling financial interest in

CENG and deconsolidated CENG in the fourth quarter of

2009
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On November 2009 we began to account for our

retained investment in CENG using the equity method and

report our share of its earnings in dur Generation business

segment As result we no longer record the individual income

statement line items but instead record our share of the

investments earnings in single line in our Consolidated

Statements of Income Loss

We had an initial basis difference of approximately

$3.9 billion between the initial carrying value of our investment

in CENG and our underlying equity in CENG This basis

difference was caused by the requirement to record our

investment in CENG at fair value at closing while CENGs

assets and liabilities retained their carrying value We are

amortizing this basis difference over the respective useful lives of

the assets of CENG or as those assets impact the earnings of

CENG
Beginning in the fourth quarter of 2010 the amortization

of the basis difference in CENG is lower as the basis difference

was reduced by the amount of the impairment charge recorded

on our investment in CENG during the quarter ended

September 30 2010 The new basis difference as of

September 30 2010 is $1.5 billion

For the
year

ended December 31 2010 we recorded

$195.2 million of
pre-tax

basis difference amortization as

reduction to our equity investment earnings in CENG We

discuss the components of our equity investment earnings in

Note

Loss on Early Retirement of 2012 Notes

In February 2010 we retired an aggregate principal amount of

$486.5 million of our 7.00% Notes due April 2012 as part
of

cash tender offer at premium of approximately 11% We

recognized pre-tax loss on this transaction of $51.6 million

within Interest Expense on our Consolidated Statements of

Income Loss

Impact of Power Purchase Agreement with CENG

In connection with the closing of the CENG membership sale

transaction with EDF we entered into five year power

purchase agreement PPA with CENC with an initial fair value

of $0.8 billion

Based on energy prices at the time of closing of the EDF

transaction we recorded the approximately $0.8 billion

Unamortized energy contract asset for the value of our PPA

with CENG and CENG recorded an approximately $0.8

billion Unamortized energy contract liability Both entities are

amortizing these amounts over the -initial two years of the

five-year term of the PPA with the total net economic value to

be realized by us in the form of lower purchased power costs

equal to approximately $0.4 billion as result of our 50.0 1%

ownership interest in CENG During 2010 we realized

approximately $185.6 million pre-tax in economic value relating

to its PPA with CENG

Divest itu res

BGE

In January 2010 BGE completed the sale of its interest in

nonregulated subsidiary that owns district chilled water facility

to third
party

BGE received net cash proceeds of

$20.9 million No gain or loss was recorded on this transaction

in 2010 BCE has no further involvement in the activities of

this entity

Mammoth Lakes Geothermal Generating Facility

In August 2010 we completed the sale of our 50% equity

interest in the Mammoth Lakes geQthermal generating facility
in

California We received net cash proceeds of approximately

$72.5 million In the third
quarter of 2010 our Generation

business recorded $38.0 million pre-tax gain on this

transaction We will have no further involvement in the activities

of this
generating facility

Comprehensive Agreement with EDF

In November 2010 we closed on the comprehensive agreement

with EDF that restructured the relationship between

Constellation Energy and EDF eliminated the outstanding asset

put arrangement
and transferred to EDF the full ownership of

UNE We received approximately $140 million of cash and

$75.2 million of Constellation Energy common stock and

recorded $202.0 million pre-tax gain on this transaction We

discuss the comprehensive agreement with EDF in Note

Quail Run Energy Center

In December 2010 we signed an agreement to sell our Quall

Run Energy Center 550 MW natural
gas plant in west Texas

to High Plalns Diversified Energy Corporation HPDEC for

$185.3 million This agreement is contingent upon HPDEC

obtaining financing through the sale of municipal bonds
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2009 Events

Gain on sale of 49995 membership

interest in our nuclear generarion and

operation business CENG to EDF

Amortization of basis difference in

CENG
Net loss on divesritures

Impairment losses and other costs

Impairment of nuclear decommissioning

trust assets through November

2009

Loss on redemption of Zero Coupon

Senior Notes

Maryland PSC order BCE residential

customer credits

Merger termination and strategic

alternatives costs

Workforce reduction costs

Total other items $6473.1 $3901.9

After-tax amount net of noncontrolling interest

Gain on Sale of 49.99% Membenhzp Interest in CENG to EDF
On December 17 2008 we entered into an Investment

Agreement with EDF under which EDF would purchase from

us 49.99s membership interest in CENG for $4.5 billion

subject to certain adjustments

In October 2009 the Maryland PSC issued an order

approving the sale of 49.99% membership interest in CENG

to EDF subject to the following conditions

Constellation Energy funded one-time $100 per

customer distribution rate credit for BGE residential

customers totaling $112.4 million in the fourth quarter

of 2009 Constellation made $66 million equity

contribution to BGE in December 2009 to fund the

after-tax amount of the rate credit as ordered by the

Maryland PSC

Constellation Energy was equired to make

$250 million cash capital contribution to BCE by no

later than June 30 2010 Constellation Energy made

this contribution in December 2009

BCE will nor pay common dividends to Constellation

Energy if after the dividend payment BGEs equity

ratio would be below 48o as calculated
pursuant to the

Maryland PSCs ratemaking precedents or BCEs

senior unsecured credit rating is rated by rwo of the

three major credit rating agencies below investment

grade

BCE was authorized to file an electric distribution rate

case at any
time beginning in January 2010 and was

ordered not to file subsequent electric distribution rate

case until January 2011 Any rare increase in the first

electric distribution rate case was capped at 5% as

agreed to by Constellation Energy in its 2008 settlement

with the State of Maryland and the Maryland PSC The

timing of any gas
distribution rate filing was to occur

no earlier than the elect ic rate case

Constellation Energy was limited to allocating no more

than 31% of irs holding company costs rn BCE until

the Maryland PSC reviews such cost allocations in the

context of BGEs next rate case

Constellation Energy and BGE implemented ring

fencing measures in February 2010 designed to provide

bankruptcy protection and credit rating separation of

BGE from Constellation Energy Such measures include

the formation of new special purpose subsidiary by

Constellation Energy RF HoldCo to hold all of the

common equity interests in BGE
With the receipt of the Maryland PSCs order

Constellation
Energy

and EDF clnsed the rransacrinn

November 2009 Upon closing of the transaction we sold

49.99% membership interest in CENG to EDF for total

consideration of approximately $4.7 billion includes $3.5 billion

in cash at close the non-cash redemption of the $1.0 billion

Series Preferred Stock held by EDF and certain expense

reimbursements As result we retained 50.01% economic

interest in CENG but we and EDF have equal voting rights

over the activities of CENG Accordingly we deconsolidated

CENG in the fourth quarter of 2009

We recorded this transaction as follows

We received each consideration of
apprnximately

$3.5 billion plus certain adjustments and redeemed the

$1.0 billion Series Preferred Stock held by EDF as

additional purchase price resulting in net proceeds of

approximately $4.7 billion

We removed the individual assets and liabilities of

CENG from our balance sheet with net asset value of

approximately $2.4 billion

We recorded our retained investment in CENG at

estimated fair value of approximately $5.1 billion

We recognized pre-tax gain on sale of approximately

$7.4 billion calculated follows

In billions

Fair value of the consideration received from EDF 4.7

Estimated fair value of our retained interest in

CENG 5.1

Carrying amount of CENGs assets and liabilities

prior to deconsolidarion 2.4

Pre-rax gain 7.4

On November 2009 we began to account for our

retained investment in CENG using the equity method and

report our share of its earnings in our Generation business

segment
As result we no longer record the individual income

statement line items but instead record our share of the

investments earnings in single line in our Consolidated

Statements of Income Loss

We estimated the fair value of CENG for purposes of

recording our tetained interest upon closing of the sale Our

estimate considered the replacement cost discounted futute cash

Pre-Tax After-Tax

In millions

$7445.6 $4456.1

29.6

468.8

124.7

17.8

293.2

96.2

62.6 46.8

16.0 10.0

112.4 67.1

145.8 13.8

12.6 9.3
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flows and comparable market transactions valuation approaches

After correlating the valuations under these three approaches the

ultimate fair value estimate reflects the discounted future

expected cash flows of the business using various inputs that we

believe are reflective of market participants perspective The

most significant inputs include our expectations of nuclear plant

performance fliture
power prices nuclear fuel and operating

costs forecasted capital expenditures existing power sales

commitments and discounting factor reflective of an investors

required risk-adjusted return

The fair value of our investment in CENG exceeded our

share of CENGs equity because CENGs assets and liabilities

retained their historical carrying value This basis difference

totaled approximately $3.9 billion and we assigned it to the

noncurient assets of CENG based on fair value We will

amortize this difference as reduction in our equity investment

earnings in CENG as follows

Difference Amortization Period

Property plant and eqtiipment Depreciable life

Power purchase agreements and

revenue sharing agreements Term of the agreement

Land and intangibles with indefinite

lives Upon sale by CENG

For the period November 2009 through December 31

2009 we recorded $29.6 million of basis difference amortization

as reduction to our equity investment earnings in CENG We
discuss the components

of our equity investment earnings in

Note

Also if we were to sell an additional portion of our

investment we would recognize proportionate amount of the

basis difference

Djvestjtures

In 2009 we completed many of the strategic initiatives we

identified in 2008 to improve liquidity and reduce our business

risk

The transactions to sell inajorty of our international

commodities our Houston-based
gas trading and other

operations were structured in two parts

the assignment and transfer of majority of the

portfolio and

the execution of Total Return Swap TRS mechanism

for the remainder of the portfolio

Under the TRS we entered into offsetting trades with the

buyers that matched abe terms of the remaining third party

contracts for which we were unable to complete assignment to

the buyers as of the transaction dates This structure transferred

the risks associated with changes in commodity prices as of the

transaction dates to the buyers in all instances However the

trades under the TRS are newly executed transactions and we

remain the principal under both the unassigned third
party

trades and the matching trades with the buyers under the TRS

with no right of either financial or legal
offset We continue to

pursue the assignment of these remaining contracts to the

buyers

The marching contracts under the TRS include both

derivatives and non-derivatives and were executed at prices that

differed from market prices at closing which resulted in net

cash
payment to/from the buyers We recorded the underlying

contracts at fair value on gross basis as assets or liabilities in

our Consolidated Balance Sheets depending on whether the

contract prices were above- or below-market prices at closing As

result the derivative contracts have been included in

Derivative Assets and Liabilities and the nonderivative

contracts have been included in Unamortized Energy Contract

Assets and Liabilities The derivative contracts are subject to

mark-to-market accounting until they are realized or assigned

he nonderivative contracts will be amortized into earnings as

the underlying contracts are realized or sooner if those contracts

are assigned

We record the cash proceeds we pay or receive at the

inception of energy purchase and sale contracts based
upon

whether the contracts are in-the-money or out-of-the-money as

follows

In-the-money contractsproceeds paid

Out-of-the-money contracts proceeds

Investing Outflow

received Financing Inflow

After inception we record the cash flows from all
energy

purchase and sale contracts as operating activities except for

out-of-the-money derivative contracts that were liabilities at

inception We record the
ongoing cash flows from these

out-of-the-money derivative contracts as financing activities

regardless of whether they are purchase or sale contracts

Internationa/ Commodities Operation

In January 2009 we entered into definitive
agreement to sell

majority of our international commodities operation We

completed this transaction on March 23 2009 and recognized

the following impacts dtiring 2009

pre-rax loss of approximately $334.5 million

representing net consideration paid to the buyer the

book value of net assets sold and transaction costs

reclassification of $165.7 million in losses on

previously designated cash-flow hedge contracts for

which the forecasted transactions are now deemed

probable of not occurring from Accumulated Other

Comprehensive Loss to Nonregulated revenues in the

Consolidated Statements of Income Loss
workforce reduction costs of $10.9 million recorded as

part of Workforce reduction costs in the Consolidated

Statements of Income Loss and

other costs of $17.6 million related to leasehold

improvements furniture and computer hardware and

software recorded as part of Impairment losses and

other costs in the Consolidated Statements of Income

Loss
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We removed rhe contracts that were assigned from our

balance sheet paid the buyer approximately $90 million and

reflected the impact of this payMent on our working capital in

the operating activities section of our Consolidated Statements of

Cash Flows

The net cssh payment to the buyer upon completion of the

TRS was $2.5 million As part of the consideration we acquired

matching nonderivative contracts that resulted in net
liability

of approximately $75 million which will be amortized into

earnings ss the undetlying contracts are realized or sooner if the

original nondetivative contracts ate assigned

We have reflected the contracts under the TRS on gross

basis in cash flows from investing and financing activities in our

Consolidated Statements of Cash Flows as follows

Year Ended December 31 2009

In hsillions

Investing activities Contract and portfolio

acquisitions $866.3

Financing activities---Proceeds from contract and

portfolio acquisitions 863.8

Net cssh flows from contract and portfolio

acquisitions 2.5

In addition to the Match 23 2009 transaction for

majority of our internationsl commodities operation on

June 30 2009 we completed the sale of uranium market

participant that we owned We received cash proceeds of

approximately $43 million and recorded $27.2 million loss on

this sale This loss from our NewEnergy business segment is

included in the Net loss gain on divestitures line in our

Consolidated Statements of Income Loss

Houston-Based Gas and Other Trading Operations

On February 2009 we entered into definitive
agreement to

sell our Houston-based gss trading operation We transferred

control of this operation on April 2009 In addition in the

second quarter of 2009 we also sold certain other trading

operations In total we received ptoceeds of approximately

$61 million and recorded $102.5 million net loss on these

sales in 2009 The net loss on sale primarily relates uS

nonderivarive accrual contracts which were not recorded on our

Consolidated Balance Sheet the cost associated with disposing of

an entire portfolio and not merely individual contracts and the

cost of capital including contingent capital to support the

operation

The matching derivative and nonderivarive transactions

under the TRS discussed above were executed at prices that

differed from market prices at closing As result we record the

ongoing cash flows related to the out-of-the-money derivative

contracts that were liabilities at inception as financing cash

flows This resulted in cash outflows related to financing

activities of $858.5 million in our Consolidated Statements of

Cash Flows for the year ended December 31 2009 associated

with derivative liabilities that were out-of-the-money

The net cash receipt from the buyers upon completion of

the TRS was $91.9 million in the second quarter of 2009 We
have reflected these contracts on gross basis in cash flows from

investing and financing activities in our Consolidated Statements

of Cash Flows as follows

Year Ended December 31 2009

In millions

Investing activitiesContract and portfolio

acquisitions $1287.4

Financing activities Proceeds from contract and

portfolio acquisitions 1379.3

Net cash flows from contract and portfolio

acquisitions 91.9

In addition we incurred other costs of $7.0 million for

2009 related to leasehold improvements furniture computer

hardware and sofrware costs which are recorded as part of

Impalrment losses and other eosrs on our Consolidated

Statements of Income Loss
On April 2009 we executed an agreement with the

buyer of our Houston-based gas trading operation under which

the buyer will provide us with the
gas supply needed to support

our NewEnergy retail gas customer supply activities through

Match 31 2011 This agreement was structured such that our

requirements to post collateral are reduced The supplier has

liens on the assets of the retail gas suppljt business as svell as our

investment in the stock of these entities to secure our obligations

under the
gas supply agreement In connection with this

agreement we posted approximately $160 million of collateral

This was subsequendy reduced to $100 million The initial

$160 million posted represented approximately 25 percent of the

previous collateral requirements to support this operation

Shipping Joint Venture

We completed the sale of our euity investment in shipping

joint venture during the third quarter of 2009 No gain or loss

was recognized on the sale We discuss the sale of the shipping

joint venture below

Other Nonregulated Divestiture

During the fourth quarter of 2009 one of our nonregulared

subsidiaries sold an energy project and recorded net loss of

$4.6 million

Impairment Losses and Other Costs

We discuss our evaluation of assets for impairment and other

than
temporary

declines in value in Note We perform

impairment evaluations for our long-lived assets equity method

investments and goodwill when triggering events occur that

indicate the potential for an impairment exists

Available for Sale Securities

We evaluated certain of our investments in equity securities

during 2009 The investments we evaluated included our nuclear

decommissioning trust fund assets through November 2009

102



and other marketable securities We record an impairment charge

if an investment hss experienced decline in fair value to level

less than our carrying value and the kdecline is other than

temporary

In making this determination we evaluate the reasons for

an investments decline in value the extent and duration of that

decline and factors that indicate whether and when the value

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 is considered other than temporary and we

write them down to fair value We discuss our impairment

policy in more detail in Note

The fair values of certain of the securities held in our

nuclear decommissioning trust fund held through November

2009 and other marketable securities declined below book value

As result we recorded $62.6 million pre-tax impairment

chatge for the year ended December 31 2009 for our nuclear

decommissioning trust fund assets in the Other income

expense line in our Consolidated Statements of Income

Loss We also recorded an impairment charge of $0.5 million

for other marketable secutities not included in our nucleat

decommissioning trust funds for the year ended December 31

2009

The estimates we utilize in evaluating impairment of our

available for sale securities require judgment and the evaluation

of economic and other factors that are subject to variation and

the impact of such variations could be material

Equity Method Investments

Shipping Joint Venture

We record an impairment if an equity method investment has

experienced decline in fair value to level less than our

carrying value and the decline is other than temporary During

the quarter ended June 30 2009 we contemplated several

potential courses of action together with our partner relating to

the sttategic direction of our shipping joint venture and out

continuing involvement This led to decision to explore plan

to sell our 50% interest to party related to our joint venture

partner for negligible proceeds We completed the sale of this

investment in the third quarter df 209 We have no further

involvement in the activities of the joint venture

As result of the events that occurred during the second

quarter of 2009 we concluded that the fair value of our

investment had declined to level below the carrying value at

June 30 2009 and that this decline was other than temporary

As such we recorded pre-rax impairment charge of

$59.0 million associated with our equity investment in our

shipping joint venturewirhin the Impairment losses and other

costs line in our Consolidated Statements of Income Loss
and reported the charge in our NewEnergy business segment

results for 2009

Constellation Energy Partners LLC

As of March 31 2009 the fair value of our investment in

Constellation Energy Partners LLC CEP based upon its closing

unit price was $10.0 million which was lower than its carrying

value of $24.0 million

The decline in fair value of our investment in CEP at that

time reflected number of factors primarily including

difficulties in the financial and credit markets and the decreases

in the market price of natural gas and oil

As result of evaluating these factors we determined that

the decline in the value of our investment is other than

temporary Therefore we recorded $14.0 million pre-tax

impairment charge at March 31 2009 to write-down our

investment to fair value We recorded this charge in

Impairment losses and other costs in our Consolidated

Statements of Income Loss We did not record an impairment

charge for the remainder of 2009

District Chilled Water

During 2UU9 BCE entered into an agreement to sell its interest

in nonregulated subsidiary that owns district chilled water

facility
to third party We completed this sale in January 2010

We have no further involvement in the activities of this entity

As result of these events we concluded that the fair value

of our investment in this subsidiary had declined to level

below carrying value at December 31 2009 and that this decline

was other than temporary As such we recorded pre-tax

impairment charge of $12.0 million net of the noncontrolling

interest impact of $8.0 million The
gross impairment charge of

$20.0 million is recorded within the Impairment losses and

other costs line in both our and BCEs Consolidated Statements

of Income Loss The noncontrolling interest portion of

$8.0 million is recorded within the Net Income Attributable to

Noncontrolling Interests and BGE Preference Stock Dividends

line in our Consolidated Statements of Income Loss and

within the Net Income Attributable to Noncontrolling

Interests line in BCEs Consolidated Statements of Income

Other Costs

During 2009 we recorded $31.2 million pre-tax charges in the

Impairment losses and other costs line in our Consolidated

Statements of Income Loss primarily related to

divested operationslong-lived assets no longer used

and lease terminations and

the write-off of an uncollectible advance to an affiliate

Loss on Redemption of Zero Coupon Senior Notes

In November 2009 we redeemed the Zero Coupon Senior

Notes early and recognized pre-tax loss on redemption of

$16.0 million within Interest Expense on our Consolidated

Statements of Income Loss

Merger Termination andStrategie Alternatives Costs

We incurred additional costs during 2009 related to the

terminated
merger agreement

with MidAmerican the

transactions related to EDF and other strategic alternatives costs

These costs totaled $145.8 million pre-tax for the year ended

December 31 2009 and primarily relate to fees incurred to

complete the transactions with EDF and the first quarter of

2009 write-off of the unamortized debt discount associated with

the 14% Senior Notes Senior Notes that were repaid in full to

MidAmerican in January 2009 Upon the closing of the
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transaction with EDF on November 2009 certain of the costs

incurred in 2008 and 2009 became tax deductible We reflected

this impact in 2009

Workforce Reduction Costs

We incurred workforce reduction costs during the fourth quarter

of 2008 primarily related to workforce reduction efforts across

all of our operations Q4 2008 Program and during the first

quarter of 2009 primarily related to the divestiture of majority

of our international commodities operation as well as some

smaller restructurings elsewhere in our organization Qi 2009

Program For the Ql 2009 Program we recognized

$12.6 million
pre-tax charge during 2009 related to the

elimination of approximately 180 positions We substantially

completed these workforce reductions during 2010

The following table summarizes the status of the

involuntary severance liabilities at December 31 2009

Qi 2009 Q4 2008

Program Program

In millions

Initial severance liability
balance $10.8 $19.7

Additional expenses recorded in 2009 1.8

Amounts recorded as pension and

posrreriremenr liabilities 3.0

Net cash severance liability
12.6 16.7

Cash severance payments 12.0 15.8

Severance liability
balance at

December 31 2009 0.6 0.9

2008 Events

Pre-Tac After-Tax

In millions

Merger termination and strategic

alternatives costs $1204.4 $1204.4

Impairment losses and other costs 741.8 470.7

Workforce reduction costs 22.2 13.4

Emissions allowances write-down 46.7 28.7

Net gain on divesrirures 25.5 16.0

Gain on sale of dry bulk vessel 29.0 18.9

Maryland settlement credit after-tax

amount reflects the effective tax rate

impact on BCE 189.1 110.5

Impairment of nuclear

decommissioning trust assets 165.0 82.0

Total other items $2314.7 $1874.8

Merger Termination and Strategic Alternatives Costs

We incurred costs during 2008 related to the terminated merger

agreement with MidAmerican the conversion of Series

Preferred Stock the execution of the Investment Agreement and

related agreements with EDF and our pursuit of other strategic

alternatives These costs totaled $1.2 billion pre-rax We did nor

record tax benefit for any of these costs in our Consolidated

Statement of Income Loss in2008

significant portion of these costs was incurred pursuant

to the rerminarinn nf rhe merger agreement
wirh MidAmerirsn

and the conversion of the Series Preferred Stock Specifically

Constellation Energy incurred the following charges

$175 million merger termination fee

approximately $945 million for settling the conversion

of the Series Preferred Stock which included cash

payment
of $418 million and issuance of approximately

19.9 million shares of our common stock

approximately $15 million for the remaining

unamortized portion of the premium paid as part of

executing an agreement with MidAmerican in November

2002 rhar prnvided us the nprinn tn cc1i certain

generating plants to MidAmerican for
aggregate proceeds

of $350 million This agreement was terminated as part

of the termination of our merger agreement
with

MidAmerican and

approximately $70 million in other costs associated with

the MidAmerican transaction and other strategic

alternatives explored cdnsisting primarily of external

legal accounting and consulting fees

The above amounts do not include $150 million of cash

received from EDF in conjunction with the Investment

Agreement entered mm nn December 17 2002 We reenrded

this $150 million as additional purchase price at closing

BCE recorded $16 million as irs ailocable portion of these

costs through November 30 2008 when the merger
with

MidAmerican was still pending However in light of the EDF

transaction involving an investment in out nonregulared nuclear

generation and operation business rather than merger with

Constellation Energy BCE sas nor allocated any further costs

effective in December 2008 and all of the previously allocated

costs recorded by BCE were allocated to the Generation and

NewEnergy segments

Impainnent Losses and Other Costs

Impainnent
Evaluations

We discuss our evaluation of assets for impairment and other

than temporary declines in value in Note We perform

impairment evaluations for our long-lived assets equity method

investments and goodwill when triggering events occur that

would indicate that the potential for an impairment exists We

perform an impairment evaluation for our nuclear

decommissioning trust fund assets quarterly

In addition we evaluate goodwill for impairment on an

annual basis regardless of whether any triggering events have

occurred Our accounting policy is to perform an annual

goodwill im1iairment review in the third quarter of each year

During the third
quarter

of 2008 the following triggering

events resulted in the need for us to perform impairment

analyes

we announced strategic initiative to sell our upstream

gas assets subject to market conditions

there was significant decline in the availability of

credit in the markets
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there was significant decline in the overall stock

market and in particular our stock price

we signed definitive merger agreement with

MidAmerican which was subsequently terminated and

commodity prices declined substantially

As result of these evaluations we recorded impairments of

our upstream gas properties goodwill and certain investments in

debt and equity securities Additionally in the fourth quarter of

2008 there were continued declines in commodity prices and

the overall stock market This led to further impairment of our

upstream gas properties and certain investments in debt and

equity securities We describe the impairment evaluations we

performed in the following sections

Long-Lived Assets

We evaluate potential impairment of long-lived assets classified

as held for use and recognize an impairment loss if the carrying

amount of such assets is nor recoverable The carrying amount

of an asset held for use is not recoverable if it exceeds the total

undiscounted future cash flows expected to result from the use

and eventual disposition of the asset

This evaluation requires us to estimate uncertain future

cash flows In order to estimate future cash flows we consider

historical cash flows and changes in the market environment and

other factors that may affect future cash flows The assumptions

we use are consistent with forecasts that we make for other

purposes for example in preparing our other earnings forecasts

or have been adjusted to reflect relevant subsequent changes If

we are considering alternative courses of action such as the

potential sale of an asset we probability- weight the alternative

courses of action to estimate the expected cash flows

We use our best estimates in making these evaluations and

consider various factors including forward price curves for

energy fuel costs and operating costs However acttial future

market prices and project costs could vary from the assumptions

used in our estimates and the impact of such variations could

be material

Upstream Gas Properties

During 2008 we performed impairnnt analyses for our

upstream gas properties as result of the following triggering

events

we announced out intent to sell our upstream gas assets

and

there were significant decreases in natural gas prices and

oil prices in both the third and fourth quarters of 2008

We evaluated both proved and unproved property for

impairments Unproved property is impaired if there are no firm

plans to continue drilling lease expiration is at risk or historical

experience necessitates valuation allowance To the extent that

unproved property is part of an asset that contains proved

property we applied the accounting guidance for proved

property for evaluating impairment

During the third quarter of 2008 we began the process

necessary to sell our upstream gas properties and while we sold

some of these properties by December 31 2008 we had not yet

obtained the formal approval of our Board of Directors for the

sale of out other temaining properties This approval was

required to commit to plan for sale As result we continued

to classil these properties as held for use as of December 31

2008 Accordingly our impairment evaluation consisted of

estimating expected undiscounted cash flows under various

scenarios as discussed below and comparing those amounts to

the carrying value

We evaluated our upstream gas portfolio for impairment at

the individual
property level which is the lowest level of

identifiable cash flows since each property has separate financial

statements identifing and capturing the related cash flows We

evaluated combination of cash flows from operations scenarios

for the remaining period for which we expected to hold these

properties as well as estimates of proceeds from each propertys

ultimate disposal The primary inputs to our estimates of cash

flows from operations were reserve estimates and natural gas and

oil prices based upon forward curves and modeled data for

unobservable periods The primary inputs to our estimate of

proceeds from disposal were combination of external market

bids internal models and reseive reports
and information from

external advisors assisting in the sale of these assets We

maximized the use of market information to the extent it was

available We evaluated several possible courses of action and

timing and we probability-weighted the cash flows associated

with each of these scenarios based upon our best estimates of the

expected outcome and timing in order to arrive at each

propertys expected future cash flows

Jut evaluation indicated that estimated cash flows were less

than the carrying value of three of our seven upstream gas

properties at September 30 2008 At December 31 2008 our

evaluation indicated that estimated cash flows were less than the

carrying value for two additional properties and for one property

in which that propertys estimated cash flows were less than its

post-imp.airment carrying value at September 30 2008 as well

The primary factors leading to the declines in expected cash

flows were the decrease in market prices for natural
gas

and oil

during the third and fourth
quartets

of 2008 combined with our

expectation that we would sell these properties rather than hold

them for their full useful lives
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The fair value of our investment in CEP fell below
carrying

value at the end of August and.continued to decline through

the end of 2008 As of September 30 2008 the fair value of

our invesrmenr in CFP based
upon its closing unit price was

$73 million which was lower than its carrying value of

$128 million As of December 31 2008 the fair value of our

investment in CEP based upon its closing unit price was

$17 million which was lower than its carrying value at

December 31 2008 of $87 million

While CEPs estimate of net asset value exceeded our

carrying value the decline in fair value of our investment in

CEP at that time reflected number of factors primarily

including difficulties in the financial and credit markets and the

decreases in the market price of natural gas and oil

As result of evaliiaring
these factors at both

September 30 2008 and December 31 2008 we determined

that the declines in the value of our investment at both dates

were other than
temporary Therefore we recorded

30.0
$54.7 million pre-tax impairment chatge at September 30 2008

and an additional $69.7 million prc-tax impairment charge at

December 31 2008 to write-down out investment to fair value

We tecorded these charges in Impairment losses and other

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 we

determine that those additional declines are othet than

temporary

As result of significant declines in the stock market

during 2008 the fair values of certain of our matketable

secutities and many of the securities held in out nuclear

decommissioning trust fund declined below book value As

result we recorded impairment chatges of $31.0 million and

$122.0 million pit-tax at September 30 2008 and

December 31 2008 tespectively fot our nucleat

decommissioning trust fund investments in the Other expense

income line in our Consolidated Statements of Income Loss

We had previously recorded impairment charges fnt our nuclear

decommissioning trust fund at both Match 31 2008 and

June 30 2008 totaling $12.0 million pre-tax We also recorded

an impairment charge of $7.0 million pre-tax for certain of our

other marketable securities in the fourth quartet of 2008 In

addition we recorded other changes in the fair value of out

nuclear decommissioning trust fund assets that are not impaired

in other comprehensive income

We also evaluated the impact of the events that occurred in

2008 on the recoverability of our investment in UNE Based

upon our consideration of these events and the status of UNEs

activities we determined that nut investment in lINE was not

impaired as of Decerhbcr 31 2008

The estimates we utilize in evaluating impaitment of our

debt and equity securities require judgment and the evaluation

of economic and other factors that are subject to variation and

the impact of such variations could be material

As result we recorded the following pre-tax impairment

charges

At At

September 30 December 31
2008 2008Asset Groups

In millions

Interest in proved and unproved

natural
gas

and crude oil

reserves in south Texas 62.6

Interest in proved natural gas

reserves in the Rocky

Mountains 73.2

Interest in proved and unproved

natural
gas reserves in the

Offshore-Gulf of Mexico 7.1 3.8

Interest in proved and unproved

crude oil and natural gas

reserves in eastern Oklahoma

Interest in proved and unproved

natural
gas reserves in central

Oklahoma 153.2

Total impairment charges $142.9 $187.0

2008

We recorded these impairment charges in the Impairment

losses and other costs line in our Consolidated Statements of

Income Loss and they arc reported in our NewEnergy business

segment
results

Generating Plants

We evaluated the impact of the events that occurred in 2008 on

the recoverability of our generating plants Based
upon our

consideration of these events and the status of the generating

plants activities we determined that our generating plants were

not impaired as of September 30 2008 and December 31

Debt and Eguiiy Secnrities and Investments

We evaluated certain of our investments in debt and equity

securities both equity-method an cost-method investments in

light of declines in market prices during the third and fourth

quarters
of 2008 The investments we evaluated included out

investment in CEP other marketable securities our nuclear

decommissioning trust fund assets and our investment in UNE
We record an impairment if an investment has experienced

decline in fair value to level less than our carrying value and

the decline is other than temporary We do not record an

impairment if the.decline in value is temporary and we have the

ability and intent to hold the investment until its value recovers

In making this determination we evaluate the reasons for

an investments decline in value the extent and length of that

decline and factors that indicate whether and when the value

will recover For securities held in our nucleat 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

Goodwill is the excess of the purchase price of an acquired

business over the fair value of the bet assets acquired We

evaluate goodwill for impairment at least annually or more

frequently if events and circumstances indicate the business

might be impaired Goodwill is impaired if the carrying value of

the business exceeds fair value Annually in the third quarter of

each year we evaluate goodwill for impairmenr

The primary judgment affecting our impairment evaluation

is the requirement to estimate fair value of the reporting units to

which the goodwill relates We evaluate impairment at the

reportable segment level which is the lowest level in the

organization that constitutes business for which discrete

financial information is available

Prior to September 30 2008 substantially all of our

goodwill related to our merchant
energy segment one of our

reportable segments at that time The lack of observable market

prices for the merchant energy segment required us to estimate

fair value which we determined on preliminary basis using the

income valuation approach by computing discounted cash flows

consistent with prior evaluations Although our estimate of

discounted cash flows exceeded the carrying value of the

merchant
energy segment

because our common stock continued

to trade at price less than carrying value for the entire

company throughout the last half of September and all of

October we also estimated fair value for the merchant energy

segment using current market price information

The primary inputs and assumptions to our estimate of fair

value based
upon

market information were as follows

the fair value of Constellation Energy based upon recent

market prices of our common stock

the estimated fair value of BGE and

the estimated value of the agreements executed with

MidAmerican

Using this information we deducted the estimated fair

value of non-merchant energy segment businesses from the fair

value of Constellation Energy as whole in order to estimate the

fair value of the merchant energy segment as of September 2008

Based upon this estimate the fair value of the merchant
energy

segment was substantially less than ibs carrying value The

primary difference between this estimate and our modeled

estimates using the discounted cash flow income approaoh is that

the market price approach incorporated the markets valuation

discount associated with our merchant
energy segment

due to its

significant liquidity and collateral requirements We believe that

this was more appropriate method for
estimating fair value

than the modeled valuation techniques because it incorporated

observable market information to greater extent which reflects

current market conditions and because it required fewer and less

subjective judgments and estimates than our modeled estimates

As final consideration during our September 2008

impairment evaluation we also evaluated the circumstances

surrounding MidAmericans purchase of Constellation Energy

and whether the current market price of our common stock

should be considered to represent fair value for accounting

purposes While the transaction price for the purchase of

Constellation Energy resulted from negotiations that occurred

over an abbreviated period of time during which the Company

was experiencing financial difficulty ongoing trading of the stock

at levels approximating the transaction price represented the

markets
present assessment of fair value in liquid active

market This is consistent with guidance issued by the Securities

Exchange Commission Office of the Chief Accountant and

FASB Staff on the determination of fair value in distressed

markets

Based on our evaluation of these alternative measures of fair

value we determined that the fair value of the merchant energy

business segment was less than its carrying value Therefore in

order to measure the potential impairment of goodwill we

estimated the fair value of the merchant energy segments assets

and liabilities We determined that the fair value of its assets net

of liabilities substantially exceeded the segments total fair value

indicating that the merchant
energy segments goodwill was

impaired as of September 30 2008 Accordingly we recorded

pre-tax charge of $266.5 million to write-off the entire balance

of our merchant energy segment goodwill substantially all of

which was recorded in the third quarter of 2008 This charge is

recorded in Impairment losses anJ other costs in our

Consolidated Statements of Income Loss

Other Costs

In September 2008 we entered into non-binding agreement to

settle class action complasnt that alleged subsidiarys ash

placement operations at third party site damaged surrounding

properties In December 2008 the settlement was approved by

the court As result of this agreement we recorded

$14.0 million pre-tax charge net of an expected insurance

recovery

Workforce Reduction Costs

In September 2008 our NewEnergy business approved

restructuring of its workforce We recognised $2.5 million

pre-rax charge during 2008 related to the elimination of

approximately 100 positions associsted with this restructuring

We substantially completed this workforce reduction during

2009

During the fourth quarter of 2008 we approved

restructuring of the workforce across all of our operations We

recognized $19.7 million pre-rax charge in 2008 related to the

elimination of approximately 380 positions

Emissions Allowances

The Clean Air Interstate Rule CAIR required states in the

eastern United States to reduce emissions of sulfur dioxide SO
and established cap-and-trade program for annual nitrogen

oxide NOr emjssion allowances On July 11 2008 the United

States Court of Appeals for the D.C Circuit the Court
issued an opinion vacating CAIR subject to petitions for

rehearing The Environmental Protection Agency EPA filed

petition for rehearing On December 23 2008 the Court

reversed its earlier decision to revoke CAIR and allowed CAIR

to remain in effect until it is replaced by revised rule issued by

the EPA that would preserve the environmental rules established

by CAIR The Court did not propose
deadline by which the
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EPA must cotrect the flaws identified with CAIR but it did state

that it will accept petitions if the EPA does not remedy the

problems previously identified in its July 11 2008 opinion The

EPA proposed regulations in July 2010 which are pcnding final

adoption

As result of the Courts December 2008 decision the

annual NO program became effective in 2009 as originally

established by CAIR In addition since the December 2008

decision market prices for 2009 NO allowances have increased

significantly with lesser increases shown in allowances for

subsequent years There was also an increase in trading volumes

for annual NON For the 502 program the EPA will be required

to issue new rule that would replace the allowances issued

under Title IV of the Clean Air Act with new reduced pool of

allowances which would meet or exceed existing CAIR
targets

Market prices for SO2 allowances have also risen since the

Courts decision

We account for our emission allowance inventory at the

lower of cost or market which includes consideration of our

expected requirements related to the future generation of

electricity The weighted-average cost of our 2008 SO allowance

inventory in excess of amounts needed to satisf these

requirements was greater than market value at June 30 2008

and market prices decreased further for both SQ and annual

NO emission allowances through September 30 2008 After

giving consideration to the Courts July 11 2008 decision and

the subsequent decline in the marker price of these allowances

we recorded write-down of our SO allowance inventory

totaling $22.1 million pre-tax to reflect the June 30 2008

market prices At September 30 2008 we recorded an

additional write down of our SO emission allowance inventory

and recorded write-down of our annual NO allowance

inventory totaling $58.9 million to reflect the September 30

2008 prices These write-downs were recorded in the

Nonregulated revenues line in our Consolidated Statements of

Income Loss The third quarter 2008 write-down was partially

offset by mark-to-marker gains totaling $22.2 million
pre-tax on

derivative contracts for the fonvard sale of emission allowances

This gain reflects the impact of lower market prices on the value

of those derivative contracts

Due to the increases in SO and NO emission allowance

prices stemming from the December 23 2008 Court ruling we

evaluated the value of our emissions allowances and determined

that partial reversal of prior interim period write-downs was

appropriate Ar December 31 2008 we reversed $11.4 million

of the second and third quarter of 2008 write-downs The prices

at December 31 2008 create new cost basis for SO2 and

annual NO emission allowances and cannot be further

written-up in future periods Our mark-to-market gains on

derivative contracts for the forward sale of emission allowances

were $0.7 million for the quarter ended December 31 2008

We cannot predict the outcome of any further judicial

regulatory or legislative developments or their impact on the

emission allowance markets

Net Gain on Divestitures

On March 31 2008 we sold our working interest in oil and

natural gas producing properties in Oklahoma to CEP related

party
and recognized gain of $ls.3 million net of the

minority interest gain of $0.7 million We discuss this

transaction in more detail in Note 16

In addition on June 30 2008 our NewEnergy business

sold portion of irs working interests in proved natural
gas

reserves and unproved properties in Arkansas to an unrelated

party for total proceeds of $145.4 million which is subject to

certain purchase price adjustments Our NewEnergy business

recognized $77.7 million pre-tax gain on this sale

In December 2008 our NewEnergy business sold worldng

interests in proved natural gas reserves in Wyoming and our

equity investment in certain entities that own interests in proved

natural
gas reserves and unproved properties in Texas and

Montana to unrelated parties for total proceeds of $55.7 million

subject to certain purchase price adjustments Our NewEnergy

business recognized $67.2 million pre-tax loss on these sales

The net gain is included in Net Loss Cams on

Divestitures line in our Consolidated Statements of Income

Loss

Gain on Sale of Dry Bulk Vessel

On July 10 2008 shipping joint venture in which our

NewEnergy business has 50o ownership interest sold one of

the six dry bulk vessels it owns Our NewEnergy business

recognized $29.0 million
pre-tax gain on this sale The gain is

included in Nonregulared revenues line in our Consolidated

Statements of Income Loss

Maryland Settlement AgreementCustomer Rate Credit

In March 2008 Constellation Energy BGE and Constellation

Energy affiliate entered into settlement agreement with the

State of Maryland the Maryland PSC and certain Stare of

Maryland officials to resolve pending litigation and to settle

other prior legal regulatory and legislative issues On April 24

2008 the Governor of Maryland signed enabling legislation

which became effective on June 2008 Pursuant to the terms

of the serdement
agreement

Each party acknowledged that the agreements adopted

in 1999 relating to Marylands electric restructuring law

are final and binding and the Maryland PSC will close

ongoing proceedings relating to the 1999 settlement

BGE provided irs residential electric customers

$189.1 million in the form of one-time $170 per

customer rate credit We recorded reduction to

Electric revenues on our and hUEs Consolidated

Statements of Income Loss during the second quarter

of 2008 and reduced customers bills by the amount of

the credit between September and December 2008

BGE customers are relieved of the potential frirure

liability
for decommissioning Calvert Cliffs Unit and

Unit scheduled to occur no earlier than 2034 and

2036 respectively and are no longer obligated to pay

total of $520 million in 1993 dollars adjusted for

inflation pursuant to the 1999 Mar9land PSC order
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regarding the deregulation of electric generation BGE

will continue to collect the $18.7 million annual nuclear

decommissioning charge from all electric customers

through 2016 and continue to rebate this amount to

residential electric customers as previously required by

Senate Bill which had been enacted in June 2006

BCE resumed collection of the residential returo portion

of the SOS administrative charge which had been

eliminated under Senate Bill on June 2008 and

will continue collection through May 31 2010 without

having to rebate it to all residential electric customers

This will total approximately $40 million over this

period

Any electric distribution base rate case filed by BGE

would nor result in increased distribution rates prior to

October 2009 and any increase in electric distribution

revenue awarded would be capped at 5% with certajn

exceptions Any subsequent electric distribution base rate

case could not be filed prior to August 2010 The

agreement
does not govern or affect BCEs ability to

recover costs associated with gas rates federally approved

transmission rates and charges electric riders tax

increases or increases associated with standard offer

service power supply auctions

Effective June 2008 BGE implemented revised

depreciation rates for regulatory and financial reporting

purposes
The revised rates reduced depreciation expense

approximately $14 million in 2008 without impacting

rates charged to customers

Effective June 2008 Maryland laws governing

investments in companies that own and
operate

regulated gas
and electric utilities were amended to

make them less restrictive with respect to certain capital

stock acquisition transactions

Constellation Energy elected rwo independent directors

to the Board of Directors of BGE within the required

six months from the execution of the settlement

agreement

109



Information by Operating Segment

Our reportable operating segments are Generation NewEnergy

Regulated Electric and Regulated Gas

Our Generation business includes

power generation and developmnt operation

that owns operates and maintains fossil and

renewable generating facilities fuel processing

facility qualiing facilities and power projects in

the United States

an operation that manages certain contractually

controlled physical assets including generating

facilities

an interest in nuclear generation joint venture

CENG that owns operates and maintains five

nuclear generating units and

up until November 2010 when we completed

the sale of our ownership interest an interest in

joint venture UniStar Nuclear Energy LLC

UNE to develop own and operate new

nuclear projects in the United States

Our NewEnergy business includes

full requirements load-serving sales of
energy

and

capacity to utilities cooperatives and commercial

industrial and governmental customers

sales of retail
energy products and services to

residential commercial industrial and

governmental customers

structured transactions and risk management

services for various customers including hedging

of
output

from generating facilities and fuel costs

and trading in energy and energy related

commodities to facilitate portfolio management

risk management services for our Generation

business

design construction and operation of renewable

energy heating cooling and cogeneration

facilities for commercial industrial and

governmental customers throughout North

America including energy performance

contracting and
energy efficiency engineering

services

upstream exploration and production natural gas

activities and

sales of home improvements servicing of electric

and gas appliances and heating air conditioning

plumbing electrical and indoor air quality

systems and providing electric and natural
gas to

residential customers in central Maryland

Our regulated electric business purchases transmits

distributes and sells
electricity

in central Maryland

Our regulated gas business purchases ttansporrs and

sells natutal gas in central Maryland

Our Generation NewEnergy Regulated Electric and

Regulated Gas reportable segments are strategic businesses based

principally upon regulations products and services that requite

different technologies and marketing strategies We evaluate the

performance of these segments based on net income We

account for intersegment revenues using market prices

summary of information by operating segment is shown in the

table below
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Reportable Segments
Holding

Regulated Regulated Compady and

Electric Gas OtherGeneration NewEnergy Eliminations Consolidated

In millwns

2010

Unaffiliated revenues 1189.2 9692.6 $2752.1 704.9 1.2 $14340.0

Intersegmenr revenues 1055.1 428.8 0.2 4.5 1488.6

Total revenues 2244.3 10121.4 2752.3 709.4 1.2 1488.6 14340.0

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 1255.3 176.2 110.0 37.6 0.3 931.8

Net loss iiscome attributable to common stock 1255.3 138.6 99.8 34.6 0.3 982.6

Segment assets 9789.6 3836.2 5287.4 1379.9 858.0 1132.6 20018.5

Capital expenditures 327.4 127.2 499.1 103.0 1056.7

2009

Unaffiliated revenues

Inrersegment revenues

oo4.2

2110.0

ll3q5.8

163.4

$2820.7 753.8

4.5

lq.3

0.1 2278.0

$15598.8

Total revenues 2774.2 11509.2 2820.7 758.3 14.4 2278.0 15598.8

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 3107.1 179.1 50.9 17.1 9.2 2986.8

Net income loss 4766.7 348.2 79.1 25.5 19.7 4503.4

Net intome loss attdbutable to common stock 4766.7 402.3 68.9 22.5 12.4 4443.4

Segment assets 12402.1 4167.5 4994.6 1413.4 4573.7 4006.9 23544.4

Capital expenditures 1039.2 116.8 373.0 66.0 1595.0

2008

Unaffiliared revenues 856.2 15185.4 $2679.5 $1004.8 16.0 $19741.9

Intersegment revenues 2102.3 666.3 0.2 19.2 0.1 2788.1

Total revenues 2958.5 15851.7 2679.7 1024.0 16.1 2788.1 19741.9

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 357.7 1011.4 11.1 40.4 0.8 1318.4

Net loss income attributable to common stock 357.7 994.2 1.1 37.2 0.8 1314.4

Segment assets 11205.9 7063.5 483.1 1392.4 3431.6 5392.4 22284.1

Capital expenditures 1445.2 315.8 388.0 74.0 2223.0

Our Genetation business
recognized

the following after tax items impairment charges on certain of our equity
method investment of $187 millioo loss

On the
early

retirement of 2012 Notes of $30.9 million amortization of the basis
elifi5erence

in IENG of $117.5 million impact of the
potver purchase

agreement ivich GENG of $113.3 million gain on the sale of Mammoth Lakes geothermal generating facility of $24.7 million and gain on the

comprehensive agreeenenc
with EDE of $121.3 snillion Our NeusEnergy business

recognized earnings relating to an international coal
supplier

concmncc

dispute
settlement of $35.4 million Our Generation NeinEneigy regulated

electric and holding coenpany and other businesses
recognized deferiecl income

tax expense relating to federal
subsidies for providing post employment prescrigcion drug benefits of $0.8 million $0.1 million $3.1 enillion and

$4.8 million respectively
We discuss these items in snore detail in Note

Our Generation business
recognized

the following after-tax items gain on sale of 49.99o rnembershig inteiesc in GENG to EDE of $4456 million

amortization of basis
diffirence

in
invpssient

in GENG of $178 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 2009 of $468 million Our NewEnergy business
recognized

the following after-tax
items merger termination and

strategic
alternatives costs

of $o million losses on divescicures which inchide losses on the sales of the international commodities and
gas tsuding operations the reclassification of

losses on
previously designated cash-flow hedges from Accumulated Other Comprehensive Loss because the forecasted tsnnsaccions are probable of not

occutring earnings that are no longer parc of our coie business of $371.9 nullion 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 $567 million and $10.4 million respectively for

the accrual of residential customer credit Our holding company and other businesses recognized after tax charges of $11.5 million for impairment losses

and other costs 1% discuss these items in mote detail in Note

31 Our Generation bininess
recognized

the following after-tax charges iaorkforce
reduction costs of $3.7 million merger termination and strategic alternatives

costs of $742.3 milfion impairment charges
and ocher costs of $8.3 million and an impairment charge of our nuclear decomnnssioning trust assets of

$82.0 million Our NeivEnergy business recognized the following after-tax charges impairment losses and ocher costs of $460.1 million usorkforce reduction

costs of $5.8 million
vierger

ceiminacion and stmncegic alternatives costs of $462.1 million nec emission alloivance write-down of $28.7 million nec gain

on the sale of upstream gas properties of $160 million and gain on sale of diy 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 Iviaryland 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 bininesses recognized an after tax charge

related to workforce reduction costs of $0.1 million lEe discuss these items in more detail in Note

Ac December 31 2008 Holding Gompany 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 Preferred Stock to EDE These fonds 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 foIl in fanuaty 2009
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Investments

At December31 2010 2009

In millions

Joint Ventures

CENG $2991.1 $5222.9

UNE 122.b

Qualifring facilities and domestic power

projects

Coal 65.0 119.7

Hydroelectric 46.3 55.2

Geothermal 40.0

Biomass 55.1 56.2

Fuel Processing 16.7 24.3

Solat 6.8 6.9

Total $3181.0 $5647.2

Investments in joint ventures qualifjring facilities domestic

power projects and CEP were accounted for under the following

methods

At December31 2010 2009

In millions

Equity method $3174.2 $5640.3

Cost method 6.8 6.9

Total $3181.0 $5647.2

We are actively involved inour CENG nuclear joint

venture qualiing facilities and
power projects Our percentage

voting interests in these investments accounted for under the

equity method range
fiom 20o to 50.01% Equity in earnings

of these investments is as follows

Year ended December 31 2010 2009 2008

In millions

CENG 218.8 33.9

Amortization of basis difference in

CENG see Note for more

detail 195.2 29.6

Total equity investment earnings

CENG 23.6 4.3

UNE 16.8 24.7 5.9

Shipping JV 1.8 37.4

CEP 4.6 7.7

Qualiing facilities and domestic

power projects 18.2 20.7 37.2

Total equity investment earnings 25.0 6.1 $76.4

For the years
ended December 31 2010 and 2009 total

eqnity investment losses earnings in CENG include

$2.0 million and $0 million respectively of expense related

to the portion of cost of certain share based awards that we

find on behalf of EDF

We describe each of these investments below Additionally

we recorded impairment charges on certain of our equity

method investments We discuss these impairment charges in

Note

Joint Venturo

CENG

On November 2009 we conipleted the sale of 49.99%

membership interest in CFNG our nuclear generation and

operation business to EDF As result of this transaction we

deconsolidared CENG and began to record our 50.010o

investment in CENG under the equity method of accounting

Because the transaction occurred on November 2009 we

recorded $4.3 million of equity investment earnings in CENG
which represents our shaie of earnings from CENG from

November 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 for

more detailed discussion

Investments in Joint Ventures Qualifying Facilities and

Power Projects and CEP

Investments in joint ventures qualiing facilities domestic

power projects and CEP consist of the following
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Summarized balance sheet infotmation for CENG is as

follows

Ar December31 2010 2009

Ii millions

507.4 513.0

4583.0 4404.2

630.9 556.9

1338.7 1716.1

Summarized income statement infotmation fot CENG is as

follows

Revenues

Expenses

Income from

operations

Net income

In future periods we may be
eligible

for distributions from

CENG in excess of our 50.0 lo ownership interest based on tax

sharing provisions contained in the operating agreement for

CENG We would record these distributions if realized in

earnings in the period received

Comprehensive Agreement with EDF

On October 26 2010 we reached comprehensive agreement

with EDF that restructured the relationship benvcen our two

companies eliminated the outstanding asset put arrangement

and transferred to EDF the full ownership of UNE This

comprehensive agreement was approved by the boards of

directors of both Constellation Energy and EDF and the

transaction closed on November 2010 The agreement

includes the following significant terms

EDF acquired our 50% ownership interest in UNE
Upon completion of this rranacrion EDF became the

sole owner of UNE and we no longer have

responsibility for developing or financing new nuclear

plants through UNE
We terminated our rights under the existing asset put

arrangement and as result did nor sell any of our

plants to EDE

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 fair value of

$72.4 million at the rime of the noncash financing

transfer

EDF relinquished its seat on our Board of Directors

and the existing investor
agreement

between the

companies which includes standstill provision was

terminated

Later in November 2010 EDF transferred to us 0.1 million

shares of Constellation Energy common stock with fair value

of $2.8 million in noncash financing upon our registering

EDFs remaining shares of Constellation Energy common stock

with the Securities and Exchange Commission This enables

EDF to rramfer irs remaining shares without rebtriction

recorded total pre-tax gain of $202.0 million in the fourth

quarter of 2010 related to the above aspects of our

comprehensive agreement with EDE

In addition upon receipt of necessary approvals

CENG will transfer to UNE potential new nuclear sites

at the Nine Mile Point and Ginna nuclear generating

plants
in New York Stare

EDF will transfer to us an additional 1.0 million of the

shares of Constellation Energy common stock that it

W0 and EDF will remain owners in CENG under the same

ownership percentages Constellation Energy holding 50.01%

interest and EDF holding 49.990o interest Further

The power purchase agreement between CENG and

each of Constellation Energy and EDF was modified

such that prospective purchases will be unit contingent

through the end of irs term in 2014 In addition

beginning on January 2015 and continuing to the

end of the life of the respective plants we will purchase

50.0 1% of the output of CENGs nuclear plants and

EDF will purchase 49.99o of that
output

Th administrative services
agreement which specifies

payment to us for providing administrative support

services to CENG was extended through 2017

We discuss the PPA and ASA in more detail in Note 16

UNE

In August 2007 we formed joint venture UNE with EDF to

develop own and operate new nuclear projects in the United

States and Canada On November 2010 we sold our 50%

ownership interest in UNE to EDF As result of this

transaction EDF is the sole owner of UNE and we will no

longer have responsibility for developing or financing new

nuclear plants through UNE

Qnalij9ing Facilities and Power Projects

Our Generation business holds up to 500o voting interest in

15 operating domestic energy projects that consist of electric

generariop fuel processing or fuel handling facilities Of these

15 projects 13 are qualiing facilities that receive certain

exemptions and pricing under the Public Utility Regulatory

Policies Act of 1978 based on the facilities energy source or the

use of cogenerarion process

CEP

In November 2006 CEP limited liability company formed by

our NewEnergy business completed an initial public offering As

of December 31 2006 we owned approximately 54o of CEP

and consolidated CEP During the second quarter of 2007 CEP

issued additional equity to the public and our ownership

percentage
fell below 50% Therefore we deconsolidated CEP

and began accounting for our investment using the equity

Current assets

Noncurrent assets

Current liabilities

Noncurrent liabilities

For the Period from

For the Year Ended November 2009 through

December 31 2010 December 31 2009

owns

In millions

$1575.3 $217.6

1174.5 153.0

400.8

441.6

64.6

68.5
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method As of December 31 2010 we hold 28.5% votiog

interest in CEll

Investments in Variable Interest Entities

As of December 31 2010 we consolidated throe VIEs in which

we were the primary beneficiary and we had significant interests

in six VIEs for which we did nor have controlling financial

interests and accordingly were not the
primary beneficiary

Consolidated Variable Interest Entities

In 2007 BGE formed RSB BondCo LLC BondCo special

purpose bankruptcy- remote limited
liability company to acquire

and hold rate stabilization property and to issue and service

bonds secured by the rate stabilization
property In June 2007

BondCo purchased rate stabilization property from BCE
including the righr to assess collect and receive non-bypassable

rare stabiliaarion charges payable by all residential electric

customers of BGE These charges are being assessed in order to

recover previously incurred
power purchase costs that BCE

deferred
pursuant to Senate Bill

BGE determined that BondCo is VIE for which it is the

primary beneficiary As result BGE and we consolidated

BondCo

The BondCo assets are restricted and can only be used to

settle the obligations of BondCo Further BCE is required to

remit all
payments

it receives from customers for rate

stabilization charges to BondCo During 2010 2009 and 2008

BGE remitted $90.3 million $85.8 million and $87.2 million

respectively to BondCo

BGE did not provide any additional financial support to

BondCo during 2010 or 2009 Further BGE does nor have any

contractual commitments or obligations to provide additional

financial 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

stabilization charges are not sufficient to cover the bond

principal and interest payments of BondCo

During 2009 our NewEnergy business formed two new

entities and combined them with its existing retail
gas

activities

into retail
gas entity group

for 4ie purpose
of entering into

collateralized
gas supply agreement

with third party gas

supplier While we own 10000 of these entities we determined

that the retail gas entity group is VIE because there is not

sufficient equity to fund the groups activities without the

additional credit support we provide in the form of letter of

credit and parental guarantee
We are the primary beneficiary

of the retail
gas entity group accordingly we consolidate the

retail gas entity group as VIE including the existing retail gas

customer supply uperarion which we formerly consolidated as

voting interest entity

The
gas supply arrangement

is collateralized as follows

The assets of the retail
gas entity group must be used to

settle obligations under the third party gas supply

agreement before it can make any distributions to us

The third party gas supplier has collateral interest in

all of the assets and equity of the retail
gas entity group

and

As of December 31 2010 we provided $100 million

parental guarantee and $52 million letter of credit to

the third party gas supplier in support of the retail gas

entity group

Other than credit
support provided by the

parental

guarantee and the letter of credit we do not have any

contractual or other obligations to provide additional financial

support to the retail gas entity group The retail
gas entity group

creditors do nor have any recourse to our general credit Finally

we did nor provide any
financial

support to the retail gas entity

group during 2010 other than the equity contributions parental

guarantee and the letter of credit

We also consolidate retail power supply VIE for which we

became the primary beneficiary in 2008 as result of

mndificatiou rn its contractual
arrangements that changed the

allocation of the economic risks and rewards of the VIE among
the variable interest holders The consolidation of this VIE did

nor have material impact on our financial results or financial

condition

The carrying amounts and classification of the above

consolidated VIEs assets and liabilities included in our

consolidated financial statemend at December 31 2010 and

2009 are as follows

2010 2009

Current assets

Noncurrent assets

In nil//ions

$516.6 $608.9

57.7 67.7

Total Assets $574.3 $676.6

Current liabilities

Noncurrent liabilities

$345.5

399.0

$509.9

420.3

Total Liabilities $744.5 $930.2

All of the assets in the table above are restricted for

settlement of the VIE obligations and all of the liabilities in the

preceding table can only be settled using VIE resources

During 2010 as part of the 2009 order from the Maryland

PSC approving our transaction with EDF we created RF

HoldCo LLC bankruprty-remote special purpose subsidiary to

hold all of the common equity interests in BGE This subsidiary

is nor VIE However due to our ownership of 1000o of the

voting interests of RF HoldCo LLC we consolidate this

subsidiary as voting interest entity

BGE and RF HoldCo are separate legal
entities and are not

liable for the debts of Constellation Energy Accordingly

creditors of Constellation Energy may nor sarisf their debts

from the assets of BCE and RF HoldCo
except as required by

applicable law or regulation Similarly Constellation Energy is

nor liable for the debts of BCE or RF HoldCo Accordingly

creditors of BCE and RF HoldCo may not sarisf their debts

from the assets of Constellation Energy except as required by

applicable law or regulation
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Unconsolidated Variable Interest Entities

As of December 31 2010 and 2009 we had significant interests

in six VIEs for which we were nog the primary beneficiary

Other than the obligations listed in the rahlc helnw we have nnr

provided any material financial or other support tp these entities

during 2010 or 2009

The nature of these entities and our involvement with them

are described in the following table

Power contract Combination Posver sale $24.9 million and March 2005

monetization of debt and agreements $34.7 million in

entities equin loans and letters of credit at

entities financing guarantees December 31

2010 and 2009

respectively

Posvet
pcojccn

Combination
Equity $5.0 million and Pcior to

and fuel of debt and investments $2.0 million debt 2003

supply equity
and

guarantec
and

cntities
financing guarantees stocking capital

entities funding at

Decensber 31

2010 and 2009

respectively

For purposes of aggregating the vatious VIEs for disclosure

we evaluated the risk and reward characteristics for and the

significance of each VIE We discuss in greater detail the nature

of our involvement with the power contract monetization VIEs

in the Power ntract Monetization VIEs section below

We concluded that power over the most economically

significant activities of two of the
power project VIEs is shared

equally among the equity holders Accordingly neither of the

equity holders consolidates these VIEs The equity holders own

5Oo interests in these VIEs and all of the significant decisions

require the mutual consent of the equity holders

The following is summary information available as of

December 31 2010 about these entities

In millions

$492.9 $288.3

382.6 113.2

48.7

110.3 126.4

loss 24.9

Carrying amount and

location of variable interest

on balance sheet

Other investments

The following is summary information available as of

December 31 2009 about these pptiries

Total assets

Total liabilities

Our ownership interest

Initial
Other ownership interests

Date of

Involvement Our maximum exposure to

Carrying amount and

location of variable interest

on balance sheet

Other investments 62.6 62.6

Our maximum exposure to loss is the loss that we would

incur in the unlikely event that our interests in all of these

entities were to become worthless 4nd we were required to fund

the fall amount of all
guarantees associated with these entities

Our maximum
exposure to loss as of December 31 2010 and

2009 consists of the following

outstanding receivables loans and letters of credit

totaling zero and $34.7 million respectively

the carrying amount of our investment totaling

$41.4 million and $62.6 million respectively and

debt and payment guarantees totaling $29.9 million and

$2.0 million respectively

We assess the risk of loss equal to our maximum
exposure

to be remote and accordingly have nor recognized liability

associated with
any portion of the maximum exposure to loss In

addition there are no agreements with or commitments by

third parties that would affect the fair value or risk of our

variable interests in these variable interest entities

Power Contract Monetization VIEs

In March 2005 our NewEnergy business closed transaction in

All

which we assumed from
counterparty two power sales

Other contracts with previously existing VIEs The VIEs previously

VIEs Total were created by the counterparty to issue debt in order to

monctize the value of the original contracts to purchase and sell

$781.2 power
Under the

power
sales contracts we sell power to the

495.8
VIEs which in turn sell that

power to an electric distribution

48.7 utility through 2013 In connection with this transaction third

236.7 party acquired the equity of the VIEs and we loaned that
party

portton of the purchase price If the electric distribution
utility

46.4 71.3
were to default under its obligation to buy power from the

VIEs the equity holder could transfer its equity interests to us

in lieu of repaying the loan In this event we would have the

right to seek recovery of our losses from the electric distribution

utility

Nature of

Natuce of Constellation

Entity Energy

VIE Category Financing Involvement

Power

Contract

Monetization

VIEs

Obligations or

Requirement

to Provide

Financial

Support

All

Other

VIEs Total

In millions

$338.6

77.9

62.6

198.1

loss

$568.3

460.4

107.9

34.7

$906.9

538.3

62.6

306.0

64.6 99.3

rower
Contract

Monetization

VIEs

Total assets

Total liabilities

Our ownership interest

Other ownership interests

Our maximum
exposure to

41.4 41.4
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Intangible Assets

Goodwill

Goodwill is the excess of the cost of an acquisition over the fair

value of the net assets acquired As of December 312010 and

2009 our goodwill balance was pritnarily related to our retail

energy reporting unit within our NewEnergy business segment

Goodwill is not amortized rather it is evaluated for impairment

at least annually

The changes in the gross amount of goodwill and the

accumulated impairment losses for the years ended

December 31 2010 and 2009 are as follows

At December31 2010 2009

Balaucc as ufJauuaiy

Gross goodwill

Accumulated impairment losses

In millions

292.0 271.1

266.5 .266.5

Net goodwill

Goodwill acquired

Impairment losses

Other purchase price adjustments

25.5

51.5

4.6

18.6

2.3

Balance as of December 31
Gross goodwill

Accumulated impairment losses

343.5

266.5

292.0

266.5

Net goodwill 77.0 25.5

We discuss the goodwill acquired in 2010 in more detail in

Note 15

For tax purposes $169.4 million of our gross goodwill

balance at December 31 2010 is deductible

Intangible Assets Subject to Amortization

Intangible assets with finite lives are subject to amortization over

their estimated useful lives The primary assets included in this

categnry are as fnllnwc

At December 31 2010 2009

Aceumul-

Gross med

Carrying Amorti
Amount atioo

Gross

Net
Carrying

Asset Amount

Accumul

ated

Amorriz-

anon

Net

Asset

Software

Permits and licenses

Other

$596.8 $397.1
2.7 1.0

22.3 8.2

In millions

$199.7 $580.5

8.7 2.2

14.1 29.0

$3473
0.8

13.9

$233.2

1.4

15

Total $621.8 $406.3 $215.5 $611.7 5362.0 $249.7

We recognized amortization- expense related to our

intangible assets as follows

Year Ended December 31 2010 2009

in millions

Nonregulated businesses $64.8 $74.2

BCE 25.8 23.6

Total Constellation Energy $90.6 $97.8

2008

$66.8

20.1

$86.9

The following is our and BGEs estimated amortization

expense
related to our intangible assets for 2011 through 2015

for the intangible assets included in our and BGEs

Consolidated Balance Sheets at December 31 2010

Year Ended December31 2011 2012 2013 2014 2015

Estimated amortization
expense

Nonregulated businesses

Esttmated amortization
expense

BGE
$58.5

23.7

Is

$37.4

17.2

millions

$19.5 8.8

13 8.6

3.9

6.7

Total estimatcd amortization
expense

Constellation Energy $82.2 $54.6 $32.7 $17.4 $10.6

Unamortized Energy Contracts

As discussed in Note unamortized energy contract assets and

liabilities represent the remaining unamortized balance of

nonderivative
energy contracts acquired certain contracts which

no longer qualif as derivatives due to the absence of liquid

market or derivatives designated as normal purchases and

normal sales which we previously recorded as derivative assets

and liabilities Unamortized energy contract assets also include

the power purchase agreement entered into with CENG with an

initial fair value of approximately $0.8 billion See Note 16 for

more details on this
power purchase agreement

We present separately in our Consolidated Balance Sheets

the net unamortized energy contract assets and liabilities for

these contracts The table below presents the gross and net

carrying amount and accumulatgd amortization of the net

liability
that we have recorded in our Consolidated Balance

Sheets

At Dnem bet 31 2010 2009

Accumul- Accnnsttl

ated ated

Carrying

Amount
Amortiz-

ation

Net Carrying

Asset Amount

Amottiz

ation

Net

Liability

In mtllsasss

Unamotttzed
energy

contracts net $11360.9 $1473.8 $112.9 51587.1 $1584.5 52.6

We recognized amortization expense of $10b.8 million

$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
psesents

the estimated amortization for

these assets and liabilities over the next five-years

Year Ended Deceenber 31 2011 2012 2013 2014 2015

In millions

Estimated amortication $414.1 $49.2 571.8 571.3 568.8

BGE bad
intangible

assess teish
gross carrying amstinr of $250 snillisn and

accumtdaeed amsrsizattisn af$171.4 million at December 31 2010 and $242.5 snslhon

and acctemtslased amsrsiraaeian sf $148.8 million at December 31 2009 chat are

included itt the sable above Substantially all
of

SODs
intangible assess relate so ssfiware
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Regulatory Assets net

As discussed in Note the Maryland PSC and the FERC

ptovide the final determination of the tates we charge out

customets fot out regulated businesses Generally we use the

same accounting policies and practices used by nonregulated

companies for financial reporting under accounting principles

generally accepted in the United States of America However

sometimes the Maryland PSC or FERC orders an accounting

treatment different from that used by nonregulated companies to

determine the rates we charge our customers When this

happens we must defer certain regulated expenses and income

in our Consolidated Balance Sheets as regulatory assets and

liabilities We then record them in our Consolidated Statements

of Income Loss using amortization when we include them in

the rates we charge our customers

We summarize regulatory assets and liabilities in the

following table and we discuss each of them separately below

At December 31

Deferred fuel costs

Rate stabilization deferral

Other

Electric generation-related regulatory asset

Net cost of removal

Income taxes recoverable through future

rates net
Deferred Smart Energy Savers Program5M

costs

Deferred Advanced Meter Infrastructure

costs

Deferred postretirement and

postemployment benefit costs

Deferred environmental costs

Workforce reduction costs

Other net

Total regulatory assets net

Less Current portion of regulatory assets

net

452.8

78.7

486.9

72.5

Long-term portion of regulatory assets

net 374.1 414.4

Deferred Fuel Costs

Rate Stabilization Deferral

In June 2006 Senate Bill was enacted in Maryland and

imposed rate stabilization measure that capped rate increases

by BCE for residential electric customers at 15% from July

2006 to May 31 2007 As result BCE recorded regulatory

asset on its Consolidated Balance Sheets equal to the difference

between the costs to purchase power and the revenues collected

from customers as well as related carrying charges based on

short-term interest rates from July 2006 to May 31 2007 In

addition as required by Senate Bill the Maryland PSC

approved plan that allowed residential electric customers the

option to further defer the transition to market rates from

June 2007 to January 2008 During 2007 BCE deferred

$306.4 million of electriciry purchased for resale expenses and

certain applicable carrying charges as regulatory asset related to

the rate stabilization plans During 2010 and 2009 BCE
recovered $61.8 million and $51.4 million respectively of

electricity purchased for resale expenses and carrying charges

related to the rate stabilization plan regulatory asset BCE began

amortizing the regulatory asset associated with the deferral which

ended in May 2007 to earnings over period not to exceed ten

years when collection from customers began in June 2007

Customers who participated in the deferral from June 2007 to

December 31 2007 repaid the deferred charges without interest

over 21-month period which began in April 2008 and ended

in December 2009

Other

As described in Note deferred fuel costs are the difference

2010 2009 between our actual costs of purchased energy and our fuel rate

In millions
revenues collected from customers We reduce deferred fuel costs

as we collect them from our customers

We exclude other deferred fuel costs from rate base because

their existence is relatively short-lived These costs are recovered

in thr following year through our fuel rates

Electric Generation-Related Regulatory Asset

68 67
As result of the deregulation of electric generation BCE ceased

to meet the requirements for accounting for regulated business

64.3 10
for the previous electric generation portion of its business As

result BCE wrote-off its entire individual generation-related

12 11
regulatory assets and liabilities BCE established single

generation-related regulatory asset to be collected through its

regulated rates which is being amortized on basis that

65 approximates the pre-existing individual regulatory asset

13 is
amortization schedules

8.1 46 porrion of this regulatory asset represents
income taxes

recoverable through future rates that do not earn regulated rate

of return These amounts were $53.3 million as of

December 31 2010 and $62.8 million as of December 31

2009 We will continue to amortize this amount through 2017

Net Cost of Removal

As discussed in Note we use the
group depreciation method

for the regulated business This method is currently an

acceptable method of accounting under accounting principles

generally accepted in the United States of America and has been

widely used in the energy transportation and

telecommunication industries

Historically under the
group depreciation method the

anticipated costs of removing assets upon retirement were

provided for over the life of those assets as component of

depreciation expense However effective January 2003 the

recognition of expected net future costs of removal is shown as

component of depreciation expense or accumulated depreciation

BCE is required by the Maryland PSC to use the group

depreciation method including cost of removal under regulatory

accounting For ratemaking purposes net cosrof removal is

415.6

8.8

86.9

210.5

477.5

14.3

102.5

210.1
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component of depreciation expense and the related accumulated

depreciation balance is included as net reduction to BGEs rate

base investment For financial reporting purposes BGE

continues to accrue for the future cost of removal for its

regulated gas and electric assets by increasing regulatory

liability
This liability is relieved when actual removal costs ate

incurred

Income Taxes Recoverable Through Future Rates net
As described in Note income taxes recoverable through future

rates are the portion of our net deferred income tax liability
that

is applicable to our regulated business but has not been reflected

in the rates we charge our customers These income taxes

represent the tax effect of temporary differences in depreciation

and the allowance for equity Rinds used during construction

offset by differences in deferred tax rates and deferred taxes on

deferred investment tax credits We amortize these amounts as

the temporary differences reverse

Deferred Smart Energy Savers ProgramSM Costs

Deferred Smart Energy Savers Program5M costs are the costs

incurred to implement demand response and conservation

programs
These programs are designed to help BGE manage

peak demand improve system reliability
reduce customer

consumption and improve service to customers by giving

customers greater control over their energy use Actual costs

incurred in the demand response program which began in

January 2008 are being recovered over 5-year amortization

period from the date incurred pursuant to an order by the

Maryland PSG Actual costs incurred in the conservation

program
which began in February 2009 are being amortized as

incurred pursuant to an order by the Maryland PSG

Deferred Advanced Meter Infrastructure Costs

Between 2007 and 2009 the Maryland PSC approved and BGE

conducted series of successful smart grid pilot programs for

total cost of $11.3 mijlion which pursuant to Maryland PSC

order was deferred in regulatory asset without earning

regulatory rate of return In August 2010 the Maryland PSC

approved comprehensive sipart grid initiative for BGE which

included the planned installation million residential and

commercial electric and
gas smart meters As part of the

Maryland PSCs August 2010 order BGE has been authorized to

establish separate regulatory asset for incremental costs incurred

to implement the initiative net depreciation and amortization

associated with the meters plus an appropriate return on these

costs Additionally the Maryland PSC order requires that BGE

prove the cost effectiveness of the entire smart grid initiative

prior to seeking recovery
of the costs deferred in these regulatory

assets Therefore the commencement and timing of the

amortization of these deferred costs is currently unknown

Deferred Postretirement and Postemployment Benefit

Costs

We record regulatory asset for the deferred postretirement and

postemployment benefit costs in excess of the costs we included

in the rates we charged our customers through 1997 We began

amortizing these costs over 15-year period in 1998

Deferred Environmental Costs

Deferred environmental costs are the estimated costs of

investigating and cleaning up contaminated sites we own We

discuss this further in Note 12 We amortized $21.6 million of

these costs the amount we had incurred through October 1995

and are amortizing $6.4 million of these costs the amount we

incurred from Novembet 1995 through June 2000 over 10-year

periods in accordance with the Maryland PSCs orders We

applied fot and received rate relief for an additional $5.4 million

of clean-up costs incurred during the period from July 2000

through November 2005 These costs are being amortized over

10-year period that began in January 2006

Workforce Reduction Costs

The portion of the costs associated with out 2008 workfotce

reduction program that relate to BGEs gas business were

deferred in 2009 as regulatory asset in accordance with the

Maryland PSCs orders in prior rate cases and are being

amortized over 5-year period that began in January 2009

Other Net
Other regulatory assets are comprised of variety of current

assets and liabilities that do not earn regulatory rate of return

due to their short-term nature
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Pension Postretirement Other Postemployment and Employee Savings Plan Benefits

We offer pension posrreriremenr orher postemployment and

employee savings plan benefits BdE
employees participate in

the benefit plans that we offer We describe each of our plans

separately below Nine Mile Point owned by CENG offers its

own pension posrteriremenr other postemployment and

employee savings plan benefits to its employees In connection

with the deconsolidation of CENG as result of the investment

in CENG by EDF on November 2009 the Nine Mile Point

plan is no longer included in our consolidated results In

addition benefit plan assets and obligations relating to CENG

employees that previously participated in our plans were

transferted into new CENG plans that are no longer included in

our consolidated results Therefore the tables below include the

benefits for the CENG plans including Nine Mile Point

through November 2009

We use December 31 measurement date for our pension

postrerirement other posremployment and employee savings

plans The following table summarizes our defined benefit

liabilities and their classification in our Consolidated Balance

Sheets

At December31 2010 2009

In millions

Pension henefirs $210 5411

Postretirement benefits 334.9 322.3

Posremploymenr benefits 55.0 50.6

Total defined benefit obligations 607.9 784.6

Less Amount recorded in other current

liabilities 33.2 40.7

Total noncurrent defined benefit obligations $574.7 $743.9

Pension Benefits

We sponsor several defined benefit pension plans for our

employees These include basic qualified plans that most

employees participate in and several non-qualified plans that are

available only to certain employees defined benefit plan

specifies the amount of benefits p4n participant is to receive

using information about the participant Employees do nor

contribute to these plans Generally we calculate the benefits

under these plans based on age years of service and pay

Sometimes we amend the plans retroactively These

terroactive plan amendments require us to recalculate benefits

related to participants past service We amortize the change in

the benefit costs from these plan amendments on straight-line

basis over the average remaining service period of active

employees

We fund the qualified plans by contributing ar least the

minimum amount required undet IRS regulations We calculate

the amount of funding using an actuarial method called the

projected unit credit cost method

Postretirement Benefits

We sponsor
defined benefit postrerirement health care and life

insurance plans that cover the majority of our employees

Generally we calculate the benefits under these plans based on

age years of service and pension benefit levels or final base
pay

We do not fund these plans For nearly all of the health care

plans retirees make contributions to cover portion of the plan

costs For the life insurance plan retirees do not make

contributions to cover portion of the plan costs

Effective in 2002 we amended our posrreriremenr medical

plans for all subsidiaries other than Nine Mile Point Our

contributions for retiree medical coverage for future retirees who

were under the age of 55 on January 2002 are capped at the

2002 level We also amended our plans to increase the Medicare

eligible
retirees share of medical costs

In 2003 the President signed into law the Medicare

Prescription Drug Improvement and Modernization Act of 2003

the Act This legislation provides prescription drug benefit

for Medicare beneficiaries benefit that we provide to our

Medicare
eligible

retirees Our actuaries concluded that

prescription drug benefits available under our postretirement

medical plan are actuarially equivalent to Medicare Part and

thus quali for the subsidy under the Act This subsidy reduced

our 2010 Accumulated Postretiremeor Benefit Obligation by

$30.9 million and our 2010 postrerirement medical payments by

$2.2 million

Liability Adjustments

Ar December 31 2010 and 2009 our pension obligations and

the fair value of our plan assets for our qualified and our

nonqualified pension plans were as follows

At December 31 2010 Total

Accumulated benefit

In millions

obligation

Fair value of assets

$1405.2

1408.1

$87.8 $1493.0

1408.1

Net asset unfunded

obligation 2.9 $87.8 84.9

At December 31 2009

Qualified

Plan

Non-Qualified

Plans Total

Accumulated benefit

obligation

Fair value of assets

Net unfunded obligation

$1277.5

1058.1

219.4

$84.1

$84.1

$1361.6

1058.1

303.5

We are required to reflect the funded status of our pension

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 fun4ed status of our

Qualified Non-Qualified

Plan Plans

119



December 31
2010 73.7

In mill

10.9

ions

84.6 54.6

December 31

2009 49.3 1.0 48.3 25.4

November

2009 $211.7 $20.9 $232.6 $138.0

We performed remeasnrement of our pension and postretirement

obligations at November 2009 in connection with the sepkration

of portion of those plans upon
the deconsolidastion of CENG

Obligations and Assets

We show the change in the benefit obligations and plan assers of

the pension and postretirement benefit plans in the following

tables Postretirement benefit plan amounts are presented net of

expected reimbursements under Medicare Part

2010 2009 2010 2009

In millions

Change in benefit

obligation

Benefit
obligation at

January $1469.8 $1804.3 $322.3 $415.4

Service cost 37.9 50.8 2.4 6.3

Interest cost 84.7 101.1 17.7 22.6

Plan amendments 2.4 3.3
Plan

participants

contributions 10.5 10.2

Actuarial loss gain 124.0 5.8 14.2 1.0

Separation of CENG
plans 3.0 410.5 98.6

Serdements 5.2 19.0

Special termination benefits 0.6 0.1 0.1

Benefits paid 23 82.r 115.2 29.0 34.6

Benefit
obligation at

December 31 $1626.1 $1469.8 $334.9 $322.3

Amounts reflect projected benefit obligation for pension benefits and

accumulated
posereciremenc benefit obligation for poseretiremene benefits

Pension benefits paid include annuity payments and lump-sum

distributions

Poseretiremene benefits paid are net of Medicare Pare eimburseenenes

In enilliom

Change in plan assets

Fair value of plan assets at

January $1058.1 867.6

Actual return on plan assets 148.8 217.6

Employer contribution 289.1 341.5 18.5 24.4

Plan participants

contributions 10.5 10.2

Separation of CENG Plan 234.4

Setdcments 5.2 19.0

Benefits paid 23 82.7 115.2 29.0 34.6

Fair value of plan assets at

December 31 $1408.1 $1058.1

Includes
benefit payments for unfunded plans

Pension
benefits paid include annuity payments and lump-sum

distributions

Posoetirement
benefits paid ore net of Medicare Part reimbursements

Year Ended December31 2010 2009 2008

In millions

Components of net periodic

pension benefit cost

Service cost 37.9 50.8 55.4

Interest cost 84.7 101.1 100.2

Expected return on plan assets 101.8 118.9 111.3

Amortization of unrecognized

prior service cost 3.9 10.9 10.9

Recognized net actuarial loss 34.4 38.3 24.7

Amount capitalized as

construction cost 10.2 10.2 10.2

Net periodic pension benefit

cost 48.9 72.0 69.7

Net periodic peuaion benefit cost excludes settlement charges of

$1.5 million and termination benefits of $0.6 million in

2010 settlement charge of $9.0 million and termination

benefits of $0.1 million in 2009 and termination
benefits of

$2.2 million in 2008 BGEs portion of our net periodic

pension benefit costs excluding amount capitallzed was

$30.9 million in 2010 $27.9 million in 2009 and

$25.5 million in 2008 The oast majority of our retirees were

BGE employees

postretirement benefits in terms of the accumulated

postreriremcnt benefit obligation

The following table summarizes the impacts of funded

statuc adjustments recorded during 2010 and 2009

Postrctirement

Pension Benefit

Liability Liability

Pension Postreciremene

Benefits Benefits

2010 2009 2010 2009

Accumulated Other

Comprehensive

Income Loss

Pre-tax After tax

Pension

Benefits

Net Periodic Benefit Cost and Amounts Recognized in

Other Comprehensive Income

We show the components of net periodic pension benefit cost in

the following table

Postreriremene

Benefits
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Year Ended December 31 2010 2009 2008

millions

Components of net periodic

postretirement benefit cost

Service cost 2.4 6.3 6.1

Interest cost 17.7 22.6 24.0

Amortization of transition obligation 2.1 2.1 2.1

Recognized net actuarial loss 0.4 2.2 2.0

Amortization of unrecognized prior

service cost 2.6 3.4 3.5
Amount capitalized as construction

cost 5.4 6.3 7.6

Net periodic postretirement benefit

cost $14.6 $23.5 $23.1

Net periodic postretirement benefit cost excludes termination

benefits of $0.1 million in 2010 and $0.8 million in 2008

BGEs portion of our net periodic postretirement benefit cost

excluding amounts capitalized was $172 million in 2010

$18.7 million in 2009 and $20.4 million in 2008

In determining net periodic pension benefit cost we apply

our expected return on plan assets to market-related value of

plan assets that recognizes asset gains and losses ratably over

five-year period

The following is summary of amounts we have recorded

in Accumulated other comprehensive loss and of expected

amortization of those amounts over the next twelve months

Pension

Benefits

Postretirement

Benefits

Expected

Amortis

atinn Next

2010 2009 2010 2009 12 Months

Unteeognised

actuadal loss $741.4 $702.2 65.3 $51.5 $49.5

Unrecognized

print service

cost 6.1 9.9 14.0 13.9 1.1

Unrecngnised

transition

obligation 3.5 6.2 1.8

Total $747.5 $712.1 54.8 43.8 $52.4

Expected Cash Beijefit Payments

The pension and postretirement benefits we expect to pay in

each of the next five calendar years and in the aggregate for the

subsequent five years are shown in the following table These

estimated benefits are based on the same assumptions used to

measure the benefit obligation at December 31 2010 but

include benefits attributable to estimated future employee

service

Benefits Benefits

2011 $105.5 23.0

2012 100.5 23.3

2013 108.1 23.8

2014 111.3 24.4

2015 147.9 24.8

20 16-2020 669.3 127.4

Postretirement benefit payments are net of Medicare Part

reimbursements

Assumptions

We made the assumptions below to calculate our pension and

postretirement benefit obligations and periodic cost

4.0 4.0 4.0 4.0 Benefit

Obligation and

Cost

Our discount rate is based on bond portfolio analysis of

high quality corporate
bonds whose maturities match our

expected benefit
payments

Our 8.50% overall expected

long-term rate of return on plan assets reflected our long-term

investment strategy in terms of asset mix and expected returns

for each asset class at the beginning of 2010 Effective in 2011

we teduced our expected long-term rate of return assumption to

8.000o reflecting our updated investment
strategy asset mix and

expected return for each asset class

Annual health care inflariun rare assumptions also impact

the calculation of our postretirement benefit obligation and

periodic cost We assumed the following health care inflation

rates to produce average claims by year as shown below

Next
yeac 8.5% 8.0%

Following year 7.5% 7.5%

Ultimate trend rate 5.0% 5.0%

Year ultimate trend rate reached 2017 2016

one-percentage point increase in the health care inflation

rate from the assumed rates would increase the accumulated

postretirement benefit obligation by approximately $21.6 million

as of December 31 2010 and would increase the combined

service and interest costs of the posttetirement benefit cost by

approximately $1.2 million annually

one-percentage point decrease in the health care inflation

rate from the assumed rates would decrease the accumulated

postretitement benefit obligation by approximately $18.8 million

We show the components of net periodic postretirement

benefit cost in the following table

Pension Postretirement

Pension Posttetirement

Benefits Benefits
Assumption

Impacts

2010 2009 2010 2009 Calculation of

Discount rate

Expected return on

plan assets

Rare of

compensation

incrcasc

5.50% 6.00s 5.50% 6.00% Benefit

Obligation and

Periodic Cost

8.50 8.50 N/A N/A Periodic Cost

In mi//sons

At December 31 2010 2009
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as of December 31 2010 and would decrease the combined

service and interest costs of the postretirement benefit cost by

approximately $1.1 million annt%ally

Qualified Pension Plan Assets

Investment Strategy

We invest our qualified pension plan assets using the following

investment objectives

ensure availability of funds for
payment

of plan benefits

as they become due

provide for reasonable amount of long-term growth of

capital both principal and income without excessive

volatility

produce investment results that meet or exceed the

assumed long term rate of return

improve the funded status of the plan over time and

reduce future contribution and expense volatility 4s

funded status improves

To achieve these objectives Constellation Energy through

management Investment Committee the Committee has

adopted an investment
strategy

that divides its pension

investment program into two primary portfolios

return seeking assets those assets intended to generate

returns in excess of pension liability growth and

liability hedging assetsthose assets intended to have

characteristics similar to pension liabilities

Currently the Committee allocates 60% of its plan assets to

return seeking assets to help reduce existing deficits in the

funded status of the plan As the funded status of our plans

improve the Committee expects to reduce its exposure to return

seeking assets and increase its
liability hedging assets to reduce

its total risk

Return Seeking Assets

The purpose of rerurn seeking assets is to provide investmenr

returns in excess of the growth of pension liabilities This

category includes diversified portfolio of public equities private

equity real estate hedge funds high yield bonds and other

instruments These assets are likely to have lower correlations

with the pension liabilities and lei to higher funded status risk

over shorter periods of time

Liability Hedging Assets

The purpose of
liability hedging assets such as long duration

bonds and interest rate derivatives is to hedge against interest

rate changes Exposure to liability hedging assets is intended to

reduce the volatility of plan funded status contributions and

pcnsion expense

Risk Management

The Committee
manages plan asset risk using several

approaches First the assets are invested in two diverse

portfolios each of which contains investments across spectrum

of asset classes Second the Committee considers the long-term

investment horizon of the plan-.which is greater than ten years

The long-term horizon enables the Committee to tolerate the

risk of investment losses in the short term with the expectation

of higher returns in the long-term Third the Committee

employs thorough due diligence program prior to selecting an

investment and rigorous ongoing monitoring program once

assets are invested The Committee evaluates risk on an ongoing

basis

Asset Allocation

Plan assets are diversified across various asset classes and

securities based on the investment strategy approved by the

Committee This policy allocation is long-term oriented and

cunsistent with the risk tolerance and funded status The
targer

asset allocation as well as the actual allocations for 2010 and

2009 are provided below

Global equity securities

Fixed income securities

Alternative investments

High yield bonds

Cash and cash equivalents

Derivative instruments

Target Actual

Allocation Allocation

2010 2009 2010 2009

Total 100% 100% 100% 100%

The
target asset allocation also allows for investments in

financial instruments including asset-backed securities and

collateralized mortgage obligations which are exposed to interest

rate and market risk as well as overall market volatility These

instruments are sensitive to changes in economic conditions

Such changes could materially affect the amounts repnrted

The actual portfolio was rebalanced in December 2010 in

accordance with policy target allocations and an improvement in

funded status The Committee will also rebalance our portfolio

periodically when the actual allocations fall outside of the ranges

prescribed in the investment policy or as the funded status

improves

Fair Value Hierarchy

We determine the fair value of the plan assets using unadjusted

quoted prices in active markets Level or pricing inputs thar

are observable Level whenever rhar information is available

We use unobservable inputs Level to estimate fair value only

when relevan observable inputs are not available We classify

assets within this fair value hierarchy based on the lowest level of

input that is significant to the fair value measurement of each

individual asser taken as whole

At December 31

42%

40

12

48%

30

15

-7

42%

37

57%

27
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guarantee insurance contracts high yield bonds and

over-the-counter derivatives are valued based on external

price data of comparable securities Level

Cash equivalents consist of money market funds which

ate valued by multiplying unadjusted quoted prices in

active markets by the quantity of the assets Level

Alternative investments primarily consist of hedge funds

real estate funds and financial limited partnerships

private equity funds These investments do not have

readily determinable fair values because they are not

143.6-
listed on national exchanges or over-the-counter markets

We have valued these alternative investments at their

respective net asset value
per

share or its equivalent

such as partners capital which has been calculated by

each partnerships general partner in manner consistent

327.9
with generally accepted accounting principles in the

United States of America for investment companies

Among other requirements the partnerships must value

their underlying investments at fair value While the net

asset value
per

share provides reasonable approximation

of fair value the fair values of the alternative

investments are estimates and accordingly such

estimated values may differ from the values that would

have been used had ready market for the investments

existed and the differences could be material

The following table summarizes the changes in the fair

value of the Level assets for the years ended December 31

2010 and 2009

Year Ended

December 31

2010 2009

Balance at beginning of period

Actual return on plan assets

Assets still held at year end

Assets sold during the
year

Purchases sales and settlements

Transfers into Level

Transfers out of Level

Un millions

74.4 96.3

32.1 2.5

37.0 6.4

22.2 10.8

16.8

Net transfers into and out of Level 16.8 15.0

Balance at end of year $118.3 74.4

Contributions and Benefit Payments

We contributed $279.7 million to our qualified pension plans in

2010 $243.0 million of this contribution was an acceleration of

estimated calendar
year 2011 and 2012 contributions Therefore

we do not plan to make contributions to our qualified pension

plans in 2011 and 2012 Our non-qualified pension plans and

our postretirement benefit programs are not funded We estimate

that we will incur approximately $7 million in pension benefits

for our non-qualified pension plans and approximately

$23 million for retiree health and life insurance costs net of

Medicare Part during 2011

The following tables set forth by level within the fair value

hierarchy the investments in the Plans master trust at fair value

as of December 31 2010 and 2009

Total

Fair

At December 31 2010 Level Level Level Value

In millions

$143.6

447.5 447.5

Global equity securities

Marketable equity

securities

Common collective

trusts

Fixed income securities

Corporate debt

securities

Government agency

securities

Municipal bonds

Guarantee insurance

contracts

High yield bonds

Cash equivalents

Derivative instruments

Alternative investments

327.9

113.0

54.8

21.6

86.9

93.6

0.9

113.0

54.8

21.6

86.9

93.6

0.9

118.3118.3

Total $237.2 $1052.6 $118.3 $1408.1

Total

Fair

At December 31 2009 Level Level Level Value

In millions

Global equity securities $215.4 $383.0 598.4

Fixed income securities 289.2 289.2

High yield bonds 0.6 75.6 76.2

Cash equivalents 19.9 19.9

Alrernativc invcstmcnts 7s 4.4

Total $235.9 $747.8 $74.4 $1058.1

The following is description of the valuation

methodologies used for assets measured at fair value

Global equity securities which include marketable

equity securities and common collective trust securities

are valued at unadjusted quoted market share prices

within active markets Level or based on external

pricelspread data of comparable securities Level

Common collective trust Rinds within this category are

valued at fak value based on the unit value of the fund

which is observable on less frequent basis Level

Unit values are determined by the bank or financial

institution sponsoring such funds by dividing the funds

net assets at fair value by its units outstanding at the

valuation dates

Fixed income primarily corporate debt securities

government and agency securities municipal bonds and

123



Other Postemployment Benefits

We provide the following postemployment benefits

health and life insurance benefits to
eligible employees

derermined rn he disabled under nur Disability

Insurance Plan and

income replacement payments for employees determined

to be disabled before November 1995 payments for

employees determined to be disabled after that date are

paid by an insurance company and the cost is paid by

employees

We recognized expense associated with our other

postemployment benefits of $9.9 million in 2010 $5.3 million

in 2009 and $1.9 million in 2008 BGEs portion of expense

associated with other postemployment benefits was $7.6 million

in 2010 $44 millinn in 2009 and 2.2 millinn in 700R

We assumed the discount rate for other postemployment

benefits to be 4.00% in 2010 and 4.75% in 2009 This

assumption impacts the calculation of our other postemployment

benefit obligation and periodic cost

Employee Savings Plan Benefits

We sponsored two defined contribution plans until November

2009 when upon the close of the sale of 49.99% interest in

CENC rn EDE we decnnsnlidared CENG and the defined

contribution plan related to Nine Mile Point was removed from

our books For all remaining eligible employees of Constellation

Energy we continue to sponsor defined contribution savings

plan The savings plan is qualified 401k plan under the

Internal Revenue Code In defined contribution plan the

benefits participant is to receive result from regular

contributions to participant account Matching contributions

to participant accounts are made under these plans Matching

Year Ended December 31

In millions

Nonregulated businesses 9.9 $14.8 $17.6

BGE 6.3 5.7 5.8

Total Constellation Energy $16.2 $20.5 $23.4

contributions were as follows

2010 2009 2008
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Credit Facilities and Short-Term Borrowings

Our short-term borrowings may include hank loans commercial

paper and hank lines of credit short-term
borrowings mature

within one year from the date of issuance We
pay

commitment

fees to banks for providing us lines of credit WEen we borrow

under the lines of credit we pay market interest rates We enter

into these facilities to ensure adequate liquidity to support our

operations

Constellation Energy

Our liquidity requirements are funded with credit facilities and

cash We fund our short-term working capital needs with

existing cash and with our credit facilities which support direct

cash borrowings and the issuance of commercial paper if

available We also use our credit facilities to support the issuance

of letters of credit primarily for our NewEnergy business

Constellation Energy had bank lines of credit under

committed credit facilities totaling $4.2 billion at December 31

2010 for short-term financial needs as follows

Total

Letters of credit

$2.50 October 2013 sod cash

Letter of credit

0.50 August 2014 sod cash

0.55 September 2014 Letten of credit

Letters of credit

0.25 December 2014 sod cash

Letters of credit

and cash

Letters of credit

0.25 June 2014

0.15 September 2013

At December 31 2010 we had spproximstely $1.6 billion

in letters of credit issued including $0.4 billion in letters of

credit issued under the commodities-linked credit facility

discussed below and no commercial paper outstanding under

these facilities

The commodity-linked credit
facility currently allows for

the issuance of letters of credit and as modified in 2010 for

cash borrowings up to maximum capacity of $0.5 billion

This commodity-linked facility is designed to help nlanage our

contingent collateral requirements associated with the hedging of

our NewEnergy business because its capacity increases
up to the

maximum capacity as natural
gas price levels decrease compared

to reference price that is adjusted periodically

At December 31 2010 Constellation Energy had

$32.4 million of short-term notes outstanding with weighted-

average effective interest rate of 6.56%

BGE

BCE has $600.0 million revolving credit
facility expiring in

December 2011 BCE can borrow directly from the banks use

the
facility to allow commercial

paper to be issued if available

or issue letters of credit At December 31 2010 BCE had no

commercial paper outstanding There were immaterial letters of

credit outstanding at December 31 2010

Net Available Liquidity

The following table provides summary of our net available

liquidity at December 31 2010

Constellation

Energy

excluding BCEAt December 31 2010 BCE

Credit facilities

Less Letters of credit issued

Less Cash drawn on credit facilities

In billions

3.7

1.2

$0.6

Undrawn facilities

Less Commercial paper outstanding

2.5 0.6

Net available facilities

Add Cash and cash equivalents

Less Reserved cash

2.5

2.0

1.2

0.6

Net available liquidity 3.3 $0.6

Excludes $0.5 billion commodity-linked credit facility due to

its contingent nature and $0.4 billion in letters of credit posted

against it

BGEs cash balance at December 31 2010 was $50.0 million

Represents managements expectation at December 31 2010 of

payments for the January 2011 acquisition of the Boston

Generating plants $1.0 billion and the January 2011

retirement of the 2012 Notes $0.2 billion

Credit Facility Compliance and Covenants

The credit facilities of Constellation Energy and BGE contain

material adverse change representation but draws on the facilities

are not conditioned upon Constellation Energy and BGE

making this representation at the time of the draw However to

the extent material adverse change has ocdurred and prevents

Consfellation Energy or BCE from making other representations

that are required at the time of the draw the draw would be

prohibited

Certain credit facilities of Constellation Energy contain

provision requiring Cdnstellation Energy to maintain ratio of

debt to capitalization equal to or less than 65o At

December 31 2010 the debt to capitalization ratio as defined

in the credit agreements was 36%
The credit

agreement
of BGE contains provision

requiring BGE to maintain 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%

Type of Credit

Facility

Amount

In billions Expiration Date Capacity Type

Syndicated Revolver

Commodity-linked

Bilateral

Bilateral

Bilateral

Bilateral

125



Decreases in Constellation Energys or BGEs credit ratings

would not trigger an eady payment on any of our or BCEs
credit facilities However the impact of credit ratings

downgrade on our financial ratios associated with our credit

facility covenants would depend on our financial condition at

the time of such downgrade and on the source of funds used

to satisfj the incremental collateral obligation resulting from

credit ratings downgrade For example if we were to use existing

cash balances to fund the cash portion of any additional

collateral obligations resulting from credit ratings downgrade

we would not expect material impact on our financial ratios

However if we were to issue long-term debt or use our credit

facilities to fund any additional collateral obligations our

financial ratios could be materially affected Failure by

Constellation Energy or BCE to comply with these covenants

could result in the acceleration of the maturity of the
borrowings

outstanding and preclude us from issuing letters of credit under

these facilities
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Capitalization

We detail in the table below out total capitalization which includes long-term debt common stock n_onconttolling interests and

preference stock as of Decembet dl 2010 and 2009

At December31 2010 2009

In millions

Long-Term Debt

Long-term debt of Constellation Energy

8.625% Seties Junior Subotdinated Debentntes due June 15 2063 450.0 450.0

7.00o Fixed-Rate Notes due April 2012 213.5 700.0

4.5500 Fixed-Rate Notes due June 15 2015 550.0 550.0

5.15o Fixed-Rate Notes due December 2020 550.0

7.60o Fixed-Rate Notes due April 2032 700.0 700.0

Fair Value of Interest Rate Swaps 36.2 38.6

Total long-term debt of Constellation Energy 2499.7 2438.6

Long-term debt of nonregulated businesses

Tax-exempt debt transferred from BGE effective July 2000

4.10% Pollution control loan due July 2014 20.0 20.0

Tax-exempt variable rate notes due April 2024 75.0 75.0

Tax-exempt variable rate notes due December 2025 47.0

Tax-exempt variable rate notes due December 2037 65.0

5.00o Mortgage note due June 15 2010 0.4

7.3o Fixed Rate Note due June 2012 1.7 1.7

Asset-based lending agreement
due July 16 2012 18.0 27.1

Total long-term debt of nonregulared businesses 114.7 236.2

Other long-term debt of BGE

6.125% Notes due July 2013 400.0 400.0

5.90o Notes due October 2016 300.0 300.0

5.20% Notes due June 15 2033 200.0 200.0

6.35% Notes due October 2036 400.0 400.0

Medium-term notes Series 131.5 131.5

Total other long-term debt of BCE 1431.5 1431.5

6.20% deferrable interest subordinated debentures due October 15 2043 to BCE wholly owned BCE

Capital Trust II relating to trust preferred securities 257.7 257.7

Rate stabilization bonds 454.4 510.9

Unamortized discounr and premium 3.9 4.0
Current portion of long-term debt 305.3 56.9

Total long-term debt 4448.8 4814.0
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At December 31 2010 2009

Equity

In millions

Noncontrolling Interests 88.8 75.3

BGE Preference Stock

Cumulative preference stock not subject to mandatory redemption 6500000 shares authorized

7.125s 1993 Series 400000 shares outstanding callable at $101.07 per share until June 30 2011

and at lesser amounts thereafter

6.97o 1993 Series 500000 shares outstanding callable at $101.05 per
share until September 30

2011 and at lesser amounts thereafter

6.70% 1993 Series 400000 shares outstanding callable at $101.01 per share until December 31

2011 and at lesser amounts thereafter

6.99% 1995 Series 600000 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 ro mandatory redemption 190.0 190.0

Common Shareholders Equity

Common stock without
par value 600000000 shares authorized 199788658 and 200985414 shares

issued and outstanding at December 31 2010 and 2009 respectively At December 31 2010

12818160 shares were reserved for the long-term incentive plans 8788849 shares were reserved for

the shareholder investment plan and 1884258 shares were reserved for the employee savings plan

Retained earnings

Accumulated other comprehensive loss

3231.7

5270.8

673.3

3229.6

6461.0

993.5

Total common shareholders equity 7829.2 8697.1

Total Equity 8108.0 8962.4

Total Capitalization $12556.8 $13776.4

BGE Common Shareholder Equity

At December 31 2010 2009

Common Stock

Retained Earnings

Accumulated other comprehensive

income

In millions

$1293.1 $1293.1

779.5 645.1

0.6 0.6

Total BCE common shareholder equity $2073.2 $1938.8

Certain prior-period amounts have blen
reclasssfied to conform with

the current periods presentation

Long-term Debt

Long-term debt matures in one year or more ftom the date of

issuance The long-term debt of Constellation Energy and BGE

do not contain material adverse change clauses We detail our

long-term debt in the table above

Constellation Energy

15o Notes due December 2020

In December 2010 we issued $550 million of 5.15% Notes due

December 2020 Interest is payable semi-annually on June

and December beginning June 2011 At any time prior to

September 2020 we may redeem some or all of the notes at

price equal to the
greater

of 100% of the principal amount of

the notes outstanding to be redeemed and the sum of the

present values of the remaining scheduled
payments of principal

and interest on the notes being redeemed discounted to the

redemption date on semi-annual basis at the Treasury rate plus

30 basis points plus accrued interest After September 2020

we may redeem some or all of the notes at price equal to

100% of the principal amount of the notes outstanding to be

redeemed plus accrued interest on the principal amount being

redeemed to the redemption datel

Additionally in December 2010 we issued notice to

redeem $213.5 million of our 7.00% Notes which represented

the remaining outstanding 7.00% Notes due April 2012 As

such we classified these notes as Current portion of long-term

debt in our Consolidated Balance Sheets In January 2011 we

redeemed these notes with
part of the proceeds ftom the

issuance of the $550 million 5.15% Notes terminated the

associated interest rate swaps and recognized pre-tax loss of

approximately $5 million on this transaction

During February 2011 we entered into interest rate swaps

qualifring as fair value hedges related to $350 million of our

fixed rate debt maturing in 2015 We also entered into

$150 million of interest rate swaps related to our fixed rate debt

maturing in 2020 that do not quali as fair value hedges and

will be marked to market through earnings These swaps

effectively converted $500 million notional amount of fixed rate

debt to floating rate for the term of the swaps

We discuss our interest rate swaps in Note 13

40.0

50.0

40.0

40.0

50.0

40.0
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Upstream Gas Pmperty Asset-Based Lending Agreement

In July 2009 we entered into three year asset-based lending

agreement
associated with certain upstream gas properties that

we own At December 31 2010 the borrowing base committed

under the facility was $100 millionof which $1.0 haillion has

been utilized and reflected in Long-term debt in our

Consolidated Balance Sheets The size of the
facility may be

increased
up to $200 million with additional commitments by

the lenders Any debt issued under this facility is secured by the

upstream gas properties and the lenders do nor have recourse

against Constellation Energy in the event of default Interest is

payable quarterly in March June September and Decembet

This asset-based lending agreement contains provision

that requires certain of our entities that own our upstream gas

properties to maintain current ratio nf nne-ro-nne As nf

Decethber 31 2010 these entities were in compliance with this

provision

Voluntary Debt Retirements

As part of our voluntary commitment to reduce our debt by

$1 billion wirh funds received from the EDF transaction we

retired the following debt completing this commitment

700% Notes due April 2012

In February 2010 we retired an aggregate principal amount of

$486.5 million of our 7.00% Notes due April 2012 pursuant

to cash tender offer at premium of approximately 11% We

recorded loss on this transaction of $51.6 million within

Interest expense on our Consolidated Statements of Income

Loss

Tax-Exempt Notes

During 2009 we retired approximately $150 million of variable

rate tax exempt notes prior to maturity In March 2010 we

repurchased our outstanding $47 million and $65 million

variable rate tax-exempt notes Since these notes are variable rate

insrrumcnrs rherc was no gain or loss rccordcd
upon repurchase

Zero Coupon Senior Notes

In November 2009 we redeethed an aggregate principal amount

of $267.6 million for the Zero Coupon Senior Notes early and

recognized pre-tax loss on redemption of $16.0 million We

recorded the loss within Interest expense in the Consolidated

Statements of Income Loss

BGE

Secured Indenture

BGE entered into secured indenture in July 2u09 The secured

indenture creates first priority lien on substantially all of BCEs

electric
utility

distribution equipment and fixtures and on BGEs

franchises permits and licenses that are transferable and

necessary
for the operation of the equipment and fixtures As of

December 31 2010 BCE has nor issued any secured bonds

under this indenture

BGEs Rate Stabilization Bonds

In June 2007 BondCo subsidj3ry of BGE issued an aggregate

principal amount of $623.2 million of rate stabilization bonds to

recover deferred
power purchase costs We discuss BnndCn in

more detail in Note Below are the details of the rate

srabilisarion bonds at December 31 2010

Scheduled

Principal Interest Rate Maturity Date

$115.2 5.47% October2012

220.0 5.72 April 2016

119.2 5.82 April2017

The bonds are secured primarily by usage-based

non-bypassable charge payable by all of BGEs residential electric

customers over ten year period The charges will be adjusted

semi-annually to ensure that the aggregate charges collected are

sufficient to pay principal anc interest on the bonds as well as

certain on-going costs of administering and servicing the bonds

BondCo cannot use the charges collected to saris5 any other

obligations BondCos assets are not assets of any affiliate and are

not available to pay creditors of any affiliate of BondCo If

BondCo is unable to make principal and interest payments on

the bonds neither Constellation Energy nor BGE are required

to make the payments on behalf of BondCo

BGEs Other Long- Term Debt

On July 2000 BGE transferred $278.0 million of tax-exempt

debt to our Generation business related to the transferred

generating assets At December 31 2010 BCE remains

contingently liable for the $20 million outstanding balance of

this debt

BCEs fixed-rate medium-term note series outstanding

at December 31 2010 has weighted average interest rate of

6.73o maturing between 2011 and 2012

BGE Deferrable Interest Subordindted Debentures

On November 21 2003 BCE Capital Trust II BCE Trust II

Delaware statutory trust established by BCE issued

10000000 Trust Preferred Securities for $250 million $25

liquidation amount per preferred security with distribution

rate of 6.2Oo

BCE Trust II used the net proceeds from the issuance of

common securities to BCE and the Trust Preferred Securities to

purchase series of 6.2Oo Deferrable Interest Subordinated

Debentures due October 15 2043 6.20o debentures from

BCE in the
aggregate principal amount of $257.7 million with

the same terms as the Trust Preferred Securities BCE Trust II

must redeem the Trust Preferred Securities at $25 per preferred

security plus accrued but unpaid distributions when the 6.20%

debentures are paid at maturity or upon any eadier redemption

BCE has the option to redeem the 6.2Oo debentures at any

time on or afrer November 21 2008 or at any
time when

certain tax or other events occur

BCE Trust II will use the interest paid on the 6.20%

debentures to make distributions on the Trust Preferred
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Securities The 6.200o debentures are the only assets of BGE

Trust II

BCE fully and unconditionally guarantees the Trust

Preferred Securities based on its various obligations relating to

the trust agreement indentures 6.20% debentures and the

preferred security guarantee agretment

For the payment of dividends and in the event of

liquidation of BGE the 6.20o debentures are ranked prior to

preference stock and common stock

Maturities of Long-Term Debt

As of December 31 2010 our long-term borrowings mature on

the following schedule

Constellation Nonregulated

Energy Businesses BGE TotalYear

In millions

2011 223.6 81.7 305.3

2012 19.7 172.5 192.2

2013 466.6 466.6

2014 20.0 70.4 90.4

2015 576.2 74.5 650.7

Thereafter 1699.9 75.0 1277.9 3052.8

Total $2499.7 $114.7 $2143.6 $4758.0

Weighted-Average Interest Rates for Variable Rate Debt

Our weighted-average interest rates for variable rate debt

outstanding were

At December 31 2010 2009

Nonregul.ateel Businesses

including Constellation Energy

Loans under ctedit agreements 4.50% 4.50%

Tax-exempt debt 0.30% 1.22%

Fixed-rate debt converted to floating 1.23% 2.30%

As discossed in Note 13 as of December 31 2010 we have

interest rate swaps relating to $400.0 million of our fixed-rate

debt In January 2011 we terminated $200.0 million of these

Preference Stock

Each series of BCE preference stqck has no voting power except

for the following

the preference stock has one vote per share on any

charter amendment which would create or authorize any

shares of stock tanking prior to or on parity with the

preference stock as to either dividends or distribution of

assets or which would substantially adversely affect the

contract tights as expressly set forth in BGEs charter of

the preference stock each of which requires the

affirmative vote of two-thirds of all the shares 0f

preference stock outstanding and

whenever BGE fails to pay full dividends on the

preference stock and such failure continues for one year

the pteference stock shall have one vote per
share on all

matters until and unless such dividends shall have been

paid in full Upon liquidation the holders of the

preference stock of each series outstanding are entitled

to receive the pat amount of their shares and an amount

equal to the unpaid accrued dividends

Dividend Restrictions

Constellation Energy

Constellation Energy pays dividends on its common stock after

its Board of Directors declares them There are no contractual

limitations on Constellation Energy paying common stock

dividends unless Constellation Energy elects to defer interest

payments on the 8.625% Series Junior Subordinated

Debentures due June 15 2063 and any deferred intetest

remains unpaid

BGE
BCE pays dividends on its common stock after its Board of

Directots declares them However pursuant to the order issued

by the Maryland PSC on October 30 2009 in connection with

its approval 0f the transaction with EDF BGE cannot pay

dividends to Constellation Energy if after the dividend

payment BGEs equity ratio would be below 480o as calculated

pursuant to the Maryland PSCs ratemaking precedents or

BGEs senior unsecured credit rating is rated by two of the

three major credit rating agencies below investment gradeswaps
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Taxes

The components of income tax expense ate as follows

Year Ended December 31 2010 2009 2Ous

Dollar mounts in millions

Income Taxes

Current

Federal 46.9 891.5 2.8

State 102.0 260.4 48.1

Cuttent taxes charged to expense 55.1 1151.9 50.9

Deferred

Fedetal 521.4 1474.5 101.6

State 194.9 372.5 21.2

Deferted taxes ctedited chatged to expense 716.3 1847.0 122.8

Investment tax ctedit adjustments 4.5 12.1 6.4

Income taxes pet Consolidated St atements of Income Loss $665.7 $2986.8 78.3

Total income taxes ate 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 befote income taxes

Statutory federal income tax rate

Income taxes computed at statutory federal rate 559.1 2621.6 488.8

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 $2986.8 8.3

BCEs effective tax rate was 39.7% in 2010 41.3% in 2009 and 28.7% in 2008 In general the prima difference benveen

BCEs effective tax rate and the 350 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 BGEs effective tax rate in 2010 is primarily due to the inclusion of loss on

the sale of noncontrolling interest in pretax earnings in 2009 that was not included in 2010
pretax earnings result of the

January 2010 sale of that interest The increase in BGEs 2009 effective talt 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 BCEs 2008 effective tax rate

$1597.5 $7490.2 $1396.7

35% 35% 35%

Effective income tax rate 41.7% 39.9o 5.6%
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The major components of our net deferred income tax liability are as follows

Income Tax Audits

We file income tax returns in the United States and foreign

jurisdictions With few exceptions we are no longer subject to

U.S federal state and local or non-U.S income tax

examinations by tax authorities for the years before 2005 In

2009 the IRS expanded its current audit 0f our consolidated

federal income tax returns for the tax years 2005 through 2007

to include the 2008 tax year Although the final outcome of the

2005-2008 IRS audit and future tax audits is uncertain we

believe that adequate provisions for income taxes have been

made for potential liabilities resulting from such matters

Unrecognized Tax Benefits

The following table summarizes the change in unrecognized tax

benefits during 2010 and 2009 and our toal unrecognized tax

benefits at December 31 2010 and 2009

Total unrecognized tax benefits January

Increases in tax positions related to the

current year

Increases in tax pncitinns related to prinr

years 26.0

Reductions in tax positions related to prior

104.0years

Reductions in tax positions as result of

lapse of the applicable statute of

limitations

Total unrecogniz

December 31

ed tax benefits

239.8 312.5

BGEs 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

At December31 2010 2009

Constellation Energy BCE

2010 2009

In millions

Deferred Income Taxes

Deferred tax liabilities

Net property plant and equipment $1768.3 $1189.5 $1152.3 920.1

Regulatory assets net 256.8 263.0 256.8 263.0

Derivative assets and liabilities net 34.1 329.6

Investment in CENG 1044.3 2114.7

Other 12.1 6.2 80.0 55.1

Total deferred tax liabilities 3047.4 3903.0 1329.1 1128.0

Deferred tax assets

Defined benefit obligations 249.0 311.7 79.7 23.7

Financial investments and hedging instruments

Deferred investment tax credits

111.4

10.9

337.0

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 2546.3 3077.6 1385.0 1076.4

Less Current portion of deferred tax liabilitylasser 56.5 127.9 30.1 11.2

Long-term portion of deferred tax liability net $2489.8 $3205.5 $1354.9 $1087.6

2010 2009

In millions

312.5 $189.7

5.9 101.5

148.4

126.3

0.6 0.8
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It is reasonably possible that unrecognized tax benefits

could decrease within the next year by approximately

$72.9 million as result of an expected settlement with the IRS

regarding BGE5 change of accounting method for tdQ

with respect to certain transmission and distribution

expenditures This decrease is not expected to have material

impact on BGEs 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

Accrued interest and penalties recognized in our

Consolidated Balance Sheets were $16.8 million of which BGEs

portion was $3.8 million at December 31 2010 and

$23.1 million of which BCE5 poition was $1.6 million ar

December 31 2009

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

BGEs portion of interest and penalties was immaterial for all
years
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Leases

There are two types
of leasesoperating and capital Capital

leasea qualif as sales or purchases of
property

and are reported

in our Consolidated Balance Sheets Our capital leases are not

material in amount All other leases are operating leases and are

reported in our Consolidated Statements of Income Loss We

expense all lease payments associated with our regulated business

Lease expense and friture minimum payments for long-term

noncancelable operating
leases are not material to BGEs

financial results We present information about our operating

leases below

Outgoing Lease Payments

We as lessee lease certain facilities and equipment The lease

agreem.ents expire on various dates and have various renewal

options We also enter into certain
power purchase agreements

which are accounted for as operating leases We
classifr power

purchase agreements as leases if the
agreement in substance

provides us the ability to control the use of the underlying

power generating facilities

Under these agreements we are requited to make fixed

capacity payments as well as variable
payments based on actual

output
of the plants We record these payments as Fuel and

purchased energy expenses in our Consolidated Statements of

Income Loss We exclude from our future minimum lease

payments table the variable payments related to the output of

the plant due to the contingency associated with these
payments

Through June 2009 we also entered into time charter

purchase agreements which entitled us to the use of dry bulk

freight vessels in the management of our global coal and
logistics

services Certain of these contracts must be accounted for as

leases Our time charter leases have terms ranging in duration

from to 60 months These
arrangements

do not include

provisions for material rent increases and do not have provisions

for rent holidays contingent rentals or other incentives In 2010

2009 and 2008 we recognized aggregate lease expense of

approximately $11 million $145 million and $477 million

respectively related to 12 31 and 49 dry bulk freight vessels

respectively hired under time charter
arrangements The average

term 0f these arrangements is approx4mately 2-3 months We
record the payments as Fuel and purchased energy expenses in

our Consolidated Statements of Income Loss
We recognized expense

related to our operating leases as

follows

At December 31 2010 we 6wed future minimum

payments for long-term noncancelable operating leases as

follows

Year Other Total

In millions

2011 $171.3 30.8 $202.1

2012 145.6 26.8 172.4

2013 130.8 24.8 155.6

2014 126.0 22.5 148.5

2015 1766 26.3 152.9

Thereafter 72.6 35.7 108.3

Total future minimum lease

payments $772.9 $166.9 $939.8

Sub-Lease Arrangements

We provide time charters of dry bulk freight vessels as part of

the
logistical

services provided to our global customers that

qualifr as sub1eases of our time charter purchase contracts In

2010 2009 and 2008 we recorded sub-lease income of

approximately $25 million $114 million and $289 million

respectively related to our time charter sub-leases We record

sub-lease income as part of Nonregulated revenues in our

Consolidated Statements of Income Loss As 0f December 31

2010 the future minimum rentals to be received for these time

charters are shown below

Time

Chatter

Year Sub-Leases

2011

2012

2013

2014

2015

Thereafter

In millions

22.4

24.2

17.5

9.8

9.8

28.6

Total future minimum lease rentals $112.3

Power

Purchase

Agreements

Fuel and

purchased

energy Operating

expenses expenses Total

2010

2009

2008

$227.9

385.6

664.8

In millions

$30.2

37.2

38.0

$258.1

422.8

702.8
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Commitments Guarantees and Contingencies

Commitments

We have made substantial commitments in connection with our

Generation NewEnergy and regulated electric and gas and

other nonregulated businesses These commitments relate to

purchase of electric generating capacity and energy

procuremenr and delivery of fuels

the capacity and transmission and transportation rights

for the physical delivery of energy to meet our

obligations to our customers and

long-term service
agreements capital for construction

programs
and other

Our Generation and NewEnergy businesses enter into

various long-term contracts for the procurement and delivery of

fuels ro supply our generating plant requirements In most cases

our contracts contain provisions for price escalations minimum

purchase levels and other financial commitments These

contracts expire in various years between 2011 and 2018 In

addition our NewEnergy business enters into long-term

contracts for the capacity and transmission rights for the delivery

of energy to meet our physical obligations to our customers

These contracts expire in various years between 2011 and 2030

Our Generation and NewEnergy businesses also have

committed to long-term service agreements and other purchase

commitments for our plants

Our regulated electric business enters into various long-term

contracts for the procurement of electricity As of December 31

2010 these contracts expire between 2011 and 2013 and

represent BGEs estimated requirements to serve residential and

small commercial customers as follows

Percentage of

Estimated

Contract Duration Requirements

From January 2011 to September 2011

Frnm October 2011 tn May 2012

From June 2012 to September 2012

From October 2012 to May 2013

100%

75

The cost of power under these contracts is recoverable

under the Provider of Last Resort
agreement

reached with the

Maryland PSG

Our regulated gas business enters into various long-term

contracts for the procurement transportation and storage of gas

Our regulated gas business has gas procurement contracts that

expire in 2011 and transportation and
storage contracts that

expire between 2012 and 2027 The cost of
gas under these

contracts is recoverable under BGEs gas cost adjustment clause

discussed in Note and therefore arc 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

2011 Thereafter Total

In millions

Competitive Businesses

Purchased capacity

and energy 430.6 503.0 164.3 $263.6 $1361.5

Purchased
energy

from CENG 488.4 1761.2 1735.5 3985.1

Fuel and

transportation 535.7 449.9 250.2 176.0 1411.8

Long-term service

agreements capital

and other 6.6 11.5 7.4 5.4 30.9

Total competitive

businesses 1461.3 2725.6 2157.4 445.0 6789.3

Corporate and Other

Long-term service

agreements capital

and other 22.5 11.6 0.1 34.2

Regulated

Purchase obligations

and other 23.9 6.9 30.8

Total future
obligations $1507.7 $2744.1 $2157.5 $445.0 $6854.3

50
Long-Term Power Sales Contracts

25
We enter into long-term power sales contracts in connection

with our load-serving activities We also enter into long-term

power sales contracts associated with certain of our power plants

Our load-serving power
sales contracts extend for terms through

2019 and provide for the sale of
energy to electric distribution

utilities and certain retail customers Our power sales contracts

associated with our power plants extend for terms into 2016 and

provide for the sale of all or portion of the actual output of

certain of our power plants Substantially all long-term contracts

were executed at pricing that approximated market rates

including profit margin at the time of execution

At December 31 2010 weestimate our future obligations

to be as follows

Payments

2012- 2014-

2013 2015

As part of reaching comprehensive agreement with EDF in Oceober

2010 we modsjled our existing power purchase agreement
with CENG to

he unit
contingent through the end of its

original term in 2014

Additionally beginning in 2015 and continuing to the end of the
lsfe of

the respective plants we agreed to purchase 50.0106 of the available

output of CENCi nuclear planes at market prices We have included in

the table our commitments under this
agreement for five years

the time

period for
which we have more reliable data Further we continue to own

50.01% membership interest in CENG that we account for as an

equisy method investsssent See Note 16 for more details on this
agreesnent
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Guarantees

Our
guarantees

do not represent
incremental Constellation

Energy obligations rather they primarily represent parental

guarantees of cubsidiary obligatinns The follnwing table

summarizes the maximum exposure by guarantor based on the

stated limit of our outstanding guarantees

At December 31 2010 Stated Limit

In billions

Constellation Energy guarantees $9.1

BGE guarantees 0.3

Total guarantees $9.4

At December 31 2010 Constellation Energy had total of

$9.4 billion in
guarantees outstanding related to loans credit

facilities and contractual performance of certain of its

subsidiaries as described below

Constellation Energy guaranteed face amount of

$9.1 billion as follows

$8.6 billion on behalf of our Generation and

NewEnergy business to allow it the
flexibility

needed to conduct business with counterparties

without having to post
other forms 0f collateral

Our estimated net exposure for obligations under

commercial transactions covered by these guarantees

was approximately $1.5 billion at December 31

2010 which
represents

the total amount the parent

company could be required to fund based on

December 31 2010 market prices For those

guarantees related to our derivative liabilities the

fair value of the obligation is recorded in our

Consolidated Balance Sheets

$0.5 billion primarily on behalf of CENGs nuclear

generating facilities for nuclear insurance and credit

support to ensure these plants have funds to meet

expenses and obligations to safely operate and

maintain the plants We recorded the fair value of

$11 million for these
guarantees on our

Consolidated Balance Skieets

BGE guaranteed the Trust Preferred Securities of

$250.0 million of BGE Capital Trust II

Contingencies
Litigation

In the normal course of business we are involved in various

legal proceedings We discuss the significant matters below

Securities Class Action

Three federal securities class action lawsuits have been filed in

the United States District Courts for the Southern District of

New York and the District of Maryland between September

2008 and November 2008 The cases were filed on behalf of

proposed class of
persons who acquired publicly traded securities

including the Series Junior Subordinated Debentures

Debentures of Constellation Energy between January 30 2008

and September 16 2008 and who acquired Debentures in an

offering completed in June 2008 The securities class actions

generally allege that Constellation-Energy number of its

present or former officers or directors and the underwriters

violated the securities laws by issuing false and misleading

registration statement and
prospectus

in connection with

Constellation Energys June 27 2008 offering of Debentures

The securities class actions also allege that Constellation Energy

issued false or misleading statements or was aware of material

undisclosed information which contradicted public statements

including in connection with its announcements of financial

results for 2007 the fourth quarter of 2007 the first quarter of

2008 and the second quarter of 2008 and the
filing

of its first

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 including

counsel fees and rescission damages

The Southern District of New York granted the defendants

motion to transfer the two securities class actions filed there to

the District of Maryland and the actions have since been

transferred for coordination with the securities class action filed

there On June 18 2009 the court appointed lead plaintiff

who filed consolidated amended complaint on September 17

2009 On November 17 2009 the defendants moved to dismiss

the consolidated amended complaint in its entirety On

August 13 2010 the District Court of Maryland issued ruling

on the motion to dismiss holding that the
plaintiffs

failed to

state clalm with
respect to the claims of the common

shareholders under the Securities Act of 1934 and restricting the

suit to those persons who purchased debentures in the June

2008 offering We are unable at this time to determine the

ultimate outcome of the securities class actions or their possible

effect on our or BGEs financial results

Mercuiy

Since September 2002 BGE Constellation Energy and several

other defendants have been involved in numerous actions filed

in the Circuit Court for Baltimorc City Maryland alleging

mercury poisoning from several sources including coal plants

formerly owned by BGE The plants are now owned by

subsidiary of Constellation Energy In addition to BGE and

Constellation Energy approximately 11 other defendants

consisting of pharmaceutical companies manufacturers of

vaccines and manufacturers of Thimerosal have been sued

Approximately 70 cases involving claims related to

approximately 132 children have been filed to date with each

claimant seeking $20 million in compensatory damages plus

punitive damages from us

Th Llaims against BCE and Cunstellatiun Encrgy have

been dismissed in all of the cases either with prejudice based on

rulings by the Curt or without prejudice based on voluntaty

dismissals by the plaintiffs counsel Plaintiffs may attempt to

pursue appeals of the rulings in favor of BGE and Constellation

Energy once the cases are finally concluded as to all defendants

We believe that we have meritorious defenses and intend to

defend the actions vigorously However we cannot predict the

timing or outcome of these cases or their possible effect on

our or BCEs financial results
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Asbestos

Since 1993 BGE and certain Constellation Energy subsidiaries

have been involved in several acdons concerning asbestos The

actions are based upon the theory of premises liability alleging

that BCE and Constellation Energy knew of and exposed

individuals to an asbestos hazard In addition to BGE and

Constellation Energy numerous other parties are defendants in

these cases

Approximately 485 individuals who were never employees

of BCE or Constellation Energy have pending claims each

seeking several million dollars in compensatory and punitive

damages Cross-claims and third parry claims broughr by other

defendants may also be filed against BCE and Constellation

Energy in these actions To date most asbestos claims which

have been resolved have been dismissed or resolved without any

paynent and small minority have been resolved for amounts

that were not material to our financial results

BGE and Constellation Energy do nor know the specific

facts necessary to estimate their potential liability
for these

claims The specific facts we do nor know include

the identity of the facilities at which the plaintiffs

allegedly worked as contractors

the names of the plaintiffs employers

the dares on which and the places where the exposure

allegedly occurred and

the facts and circumstances relating to the alleged

exposure

Until the relevant facts are determined we are unable to

estimate what our or BCEs liability might be Although

insurance and hold harmless agreements from contractors who

employed the plaintiffs may cover portion of any awards in the

actions the potential effect on our or BGEs financial results

could be material

Environmental Matters

Solid and Hazardous Waste

In 1999 the EPA prnpnsed add the 6Rrh Srreer Dump in

Baltimore Maryland to the Superfund National Priorities List

which is its list of sites targeted for clean-up and enforcement

and sent general notice letter to1BCE and 19 other parties

idenriiing them as potentially liable parries at the site In

March 2004 we and other potentially responsible parties formed

the 68th Street Coalition and enrered into consent order

negotiations with the EPA to investigate clean-up options for the

site under the Superfund Alternative Sites Program In May
2006 settlement among the EPA and 19 of the potentially

responsible parties including BCE with respect to investigation

of the site became effective The settlement requires the

potentially responible parties over the course of several years to

identifr contamination at the sire and recommend clean-up

options BGE is indemnified by wholly owned subsidiaty of

Constellation Energy for most of the costs related to this

settlement and clean-up of the sire The potential range of

clean-up costs will nor be known until the investigation is closer

to completion which is expected in early 2011 The completed

investigation will provide range
of remediation alternatives to

the EPA and the EPA is expected to select one of the

alternatives by the end of 2011 In addition the allocation of

the costs among the potentially rysponsible parties is nor yet

known The clean-up costs we incur could have material effect

nn nut financial results

Air Quality

In January 2009 the EPA issued notice of violation NOV to

subsidiaty of Constellation Energy as well as rhe other owners

and the operator of the Keystone coal-fired power plant in

Shelocra Pennsylvania We hold 20.99% interest in the

Keystone plant The NOV alleges that the plant performed

various capital projects beginning in 1984 without complying

with the new source review permitting requirements of the

Clean Air Act The EPA also contends that the alleged failure to

comply with those requirements are continuing violations under

the plants air permits The EPA could seek civil penalties under

the Clean Air Act for the alleged violations

The owners and operator of the Keystone plant are

investigating the allegations and have entered into discussions

with the EPA We believe there are meritorious defenses to the

allegations contained in the NOV However we cannot predict

the outcome of this proceeding aind it is nor possible ro

determine our actual
liability

if any at this time

Water Quality

In October 2007 subsidiary of Constellation Energy entered

into consent decree with the Maryland Department of the

Environment relating to groundwater coqtamination at third

patty facility that was licensed to accept fly ash byproduct

generated by our coal-fired plants The consent decree requires

the payment
of $1.0 million penalty remediation of

groundwater contamination resulting from the ash placement

operations at the site replacement of drinking water supplies in

the vicinity of the site and monitoring of groundwater

conditions We recorded liability in our Consolidated Balance

Sheets of approximately $10.6 million which includes the

$1 million penalty and our esrirpare of probable costs to

remediare contamination replace drinking water supplies

monitor groundwater conditions and otherwise comply with the

consent decree We have paid approximately $6.6 million of

these costs as of December 31 2010 resulting in remaining

liability at December 31 2010 of $4.0 million We estimate that

it is reasonably possible that we could incur additional costs of

up approximately $10 million more than the
liability

that we

accrued

Investment in CENG

On November 2009 we completed the sale of 4QQ9%

membership interest in CENG to EDE As result of the sale

we now holda 50.01% interest in CENG As 50.01% owner

in CENG we are subject to certain capital contribution

requirements which may be greater
than the amount planned

and therefore could have an adverse impact on our financial

results

In addition if the fair value of our investment in CENG
declines to level below our cartying value and the decline is

considered other-than-temporary we may write down the
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investment to fair value which would adversely affect our

financial results During 2010 we recorded an impairment on

our investment in CENG We dicuss this impairment charge in

more derail in IViite

We are also exposed to the same risks to which tENG is

exposed CENG owns and operates three nuclear generating

facilities and is exposed to risks associated with operating these

facilities and the risks of nuclear accident

Operating Risks

The operation of nuclear generating facilities involve routine

risks including

mechanical or structural problems

inadequacy or lapses in maintenance protocols

cost of storage handling and disposal of nuclear

materials including the availability or unavailability of

permanent repository for spent nuclear fuel

regulatory actions including shut down of units because

of public safety concerns

limitations on the amounts and types of insurance

coverage commercially available

uncertainties regarding both technological and financial

aspects of decommissioning nuclear generating facilities

terrorist attacks and

environmental risks

Nuclear Accidents

CENG is required to insure itself against public liability claims

resulting from nuclear incidents to the frill limit of public

liability
This limit of

liability
consists of the maximum available

commercial insurance of $375 million and mandatory

participation in an industry-wide retrospective premium

assessment program The retrospective premium assessment is

$117.5 million per reactor per incident increasing the total

amount 0f insurance for public liability to approximately

$12.6 billion Under the retrospective assessment program

CENG can be assessed up to $587.5 million per incident at any

commercial macmr in rhe
counrmy payahle ar no more than

$87.5 million per incident per year In the event 0f nuclear

accident the cost of property damage and other expenses

incurred may exceed CENGs insurance coverage As result

uninsured losses or the payment of retrospective insurance

premiums could each have significant adverse impact to

CENGs and therefore our financial results as 50.0 1% owner

in CENG Each of Constellation Energy and EDF has

guaranteed the obligations of CENG under these insurance

programs in proportion to their respective membership interests

Property and Accidental 0utage Insurance

CENGs plants are provided property and accidental outage

insurance through Nuclear Electric Insurance Limited NEIL
Prior to July 2010 CENG was the member-insured of NEIL

Effective July 2010 Constellation Energy and EDF became

the members-insured through their ownership interest in CENG
As the members-insured Constellation Energy and EDF have

assigned the loss benefits under the insurance to CENGs plants

with CENG named as an additional insured party

Non-Nuclear Property Insurance

Our conventional property insurance provides coverage of

$1.0 billion per occurrence for Certified acts of terrorism as

defined under the Terrorism Risk Insurance Extension Act of

2005 and the Terrorism Risk Insurance Program Reauthoriaation

Act of 2007 Our conventional property insurance program also

provides coverage for non-certified acts of terrorism up to an

annual
aggregate

limit of $1.0 billion If terrorist act occurs at

any
of our facilities it could have significant adverse impact

on our financial results
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Derivatives and Fair Value Measurements

Use of Derivative Instruments

Nature of Our Business and Associaied Risks

Our business activities ptimarily include out Genetation

NewEnergy tegulated electtic and gas businesses Out

Genetation and NewEnergy businesses include

the genetation of
electricity

ftom out owned and

contractually- controlled physical assets

the sale of powet gas
and othet

energy
commodities to

wholesale and tetail customets and

tisk management services and energy trading activities

Our regulated electtic and gas businesses engage in

electricity
and gas transmission and distribution activities in

Central Maryland at prices set by the Maryland PSC that are

generally designed to recover our costs including purchased fuel

and
energy Substantially all of our risk

management activities

involving derivatives occur outside our regulated businesses

In carrying out out competitive business activities we

purchase and sell power fuel and other energy-related

commodities in competitive markets These activities expose us

to significant risks including market risk from price volatility
for

energy
commodities and the credit risks of counterparties with

which we enter into conttacts The sources of these risks

include but ate not limited to the following

the risks of unfavorable changes in power prices in the

wholesale forward and spot markets in which we sell

portion of the power from our power generation

facilities and putchase power to meet our load-serving

requirements

the risk of unfavorable fuel price changes for the

purchase of portion of the fuel for our generation

facilities under short-term contracts or on the
spot

market Fuel prices can be volatile and the price that

can be obtained for power produced from such fuel may

not change at the same rate as fuel costs

the risk that one or more counterparties may fail to

perfotm under their obligations to make
payments or

deliver fuel or power

interest tate risk associated with variable-rate debt and

the fair value of fixedrate debt used to finance our

operations and

foreign currency exchange rate risk associated with

international investments and purchases of equipment

and commodities in currencies other than U.S dollars

Objectives and
Strategies for Using Derivatives

Risk Management Activities

To lower our exposure to the risk of unfavorable fluctuations in

commodity prices interest rates and foreign currency rates we

routinely enter into derivative contracts such as fixed-price

forward physical purchase and sales contracts flstures financial

swaps
and option contracts traded in the over-the-counter

markets or on exchanges for hedging purposes The objectives

for entering into such hedging transactions primarily include

fixing the price for portion of anticipated future

electricity sales from our genetation operations

fixing the price of portion of anticipated fuel

purchases for the operation of our power plants

fixing the price for portion of anticipated energy

purchases to supply our load-serving customers and

managing our exposure to interest rate risk and foreign

currency exchange risks

Non-Risk Management Activities

In addition to the use of derivatives for tisk management

purposes we also enter into derivative contracts for trading

purposes primarily for

optimiaing the margin on surplus electricity generation

and load positions and surplus fuel supply and demand

positiOns

price discovery and verification and

deploying limited risk capital in an effort to generate

returns

Accounting for Derivative Instruments

The accounting requirements for derivatives require recognition

of all qualifiing derivative instruments on the balance sheet at

fair value as either assets or liabilities

Accounting Designation

We must evaluate new and existing transactions and agreements

to determine whether they ate derivatives for which there are

several possible accounting treatments Mark-to-market is

required as the default accounting treatment for all derivatives

unless they qualif and we specifically designate them for one

of the other accounting treatments Derivatives designated for

any of the elective accounting treatments must meet specific

resttictive criteria both at the time of designation and on an

ongoing basis The permissible accounting tteatments include

normal purchase normal sale NPNS
cash flow hedge

fair value hedge and

mark-to-market

We discuss our accounting policies for derivatives and

hedging activities and their impacts on our financial statements

in Note

NPNS

We elect NPNS accounting for derivative contracts that provide

for the purchase or sale of physical commodity that will be

delivered in quantities expected to be used or sold over

reasonable period in the normal course of business Once we

elect NPNS classification for given contract we cannot

subsequently change the election and treat the contract as

derivative using mark-to-market or hedge accounting

Cash Flow Hedging

We generally elect cash flow hedge accounting for most of the

derivatives that we use to hedge market price risk for our

physical energy delivery activities because hedge accounting more

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

appropriate may enter into or close out via offsetting

transactions derivative transacti9ns designated as cash flow

hedges

Commodity Cash Flow Hedges

We have designated fixed-price forward contracts as cash-flow

hedges of forecasted sales of
energy

and forecasted purchases of

fuel and
energy

for the
years

2011 through 2016 We had net

unrealized pre-tax losses on these cash-flow hedges recorded in

Accumulated other comprehensive loss of $388.0 million at

December 31 2010 and $951.3 million at December 31 2009

We expect to reclassif5r $236.6 million of net pre-tax
losses

on cash-flow hedges from Accumulated other comprehensive

loss into earnings during the next twelve months based on

market prices at December 31 2010 However the actual

amount reclassified into earnings could vary from the amounts

recorded at December 31 2010 due to future changes in

market prices

When we determine that forecasted transaction originally

hedged has become probable of not occurring we reclassifjr net

unrealized gains or losses associated with those hedges from

Accumulated other comprehensive loss to earnings We

recognized in earnings the following pre-tax amounts on such

contracts

Year ended December 31 2010 2009 2008

In millions

Pre-tax losses $0.3 $241.0 $31.7

Interest Rate 5P Designated as Cash Flow Hedges

We use interest rate swaps designated as cash flow hedges to

manage our interest rate exposures associated with new debt

issuances and to manage our exposure to fluctuations in interest

rates on variable rate debt The effective portion of gains and

losses on these interest rate cash flnw hedges net of acsnciated

deferred income tax effects is recorded in Accumulated other

comprehensive loss in our Consolidated Statements of

Shareholders Equity and Conprehensive Income Loss We

reclassi gains and losses on the hedges from Accumulated

other comprehensive loss into Interest expense in our

Consolidated Statements of Income Loss during the periods in

which the interest payments being hedged occur

Accumulated other comprehensive loss includes net

unrealized pre-tax gains on interest tate 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 reclassi

$0.9 million of pre-tax net gains on these cash-flow hedges from

Accumulated other comprehensive loss into Interest expense

during the next twelve months We had no hedge ineffectiveness

on these swaps

Fair Value Hedging

We elect fair value hedge accounting for limited
portion of out

derivative contracts including certain interest rate swaps The

objectives for electing fair value hedging in these situations are

to manage our exposure and to optimize the mix of our fixed

and floating-rate debt

Interest Rate Swaps Designated as Fair Value Hedges

We use interest rate swaps designated as fair value hedges to

optimize the mix of fixed and floating-tate debt We record any

gains or losses on swaps that
qualifjs

for fair value hedge

accounting treatment as well as changes in the fair value of the

debt being hedged in Interest expense We record changes in

fair value of the
swaps

in Derivative assets and liabilities and

changes in the fair value of the debt in Long-term debt in our

Consolidated Balance Sheets In addition we record the

difference between interest on hedged fixed-tate debt and

floating-tate swaps
in Interest expense in the periods that the

swaps settle

As of December 31 2010 we have interest rate swaps

qualiing as fair value hedges relating to $400 million of out

fixed-tate debt maturing in 2012 and 2015 and converted this

notional amount of debt to floating-tate The fair value of these

hedges was an unrealized gain of $35.7 million at December 31

2010 and $35.8 million at December 31 2009 and was

recorded as an increase in out Derivative assets and an increase

in our Long-term debt We had no hedge ineffectiveness on

these interest rate swaps

In January 2011 we terminated $200 million of these

interest tate cwaps as result of retiring all of ur fixed-tate debt

maturing in 2012 and received $13.8 million in cash

During February 2011 we entered into interest tate swaps

qualifring as fair value hedges related to $350 million of our

fixed tate debt maturing in 2015 and converted this notional

amount of debt to floating tate We also entered into

$150 million of interest rate swaps
related to our fixed tate debt

maturing in 2020 that do not quali as fait value hedges which

are discussed under Mark-to Market below

Hedge Ineffectiveness

For all categoties of commodity contract derivative instruments

designated in hedging relationships we recorded in earnings the

following pre-tax gains losses related to hedge ineffectiveness

Year ended December 31 2010 2009 2008

In millions

Cash-flow hedges $91.3 $11.3 $121.0

Fair value hedges 23.9 20.6

Total $91.3 $35.2 $100.4

We did not have any fair value hedges for which we have

excluded portion of the change in fair value from our

effectiveness assessment

Mark-to-Market

We generally apply mark-to-market accounting for risk

management and trading activities for which changes in fair

value mote closely reflect the economic performance of the

underlying business activity However we also use
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mark-to-market accounting for derivatives related to the

following activities

our competitive retail gas tustomer supply activities

which are managed using economic hedges that we have

not designated as cash-flow hedges in order to match

the timing of recognition of the earnings impacts of

those activities to the greatest extent permissible

economic hedges of activities that require accrual

accounting for which the related hedge requires

mark-to-market accounting and

during February 2011 we entered into interest rate

swaps related to $150 million of our fixed rate debt

maturing in 2020 and converted this notional amount

of debt to floating rate However these interest rate

swaps do not qualifji as fair value hedges and will be

marked to market through earnings

Origination Gains

We may record origination gains associated with commodity

derivatives subject to mark-to-market accounting Origination

gains represent
the initial fair value of certain structured

transactions that our wholesale marketing risk management and

trading operation executes to meet the risk
management

needs of

our customers Historically transactions that result in origination

gains have been unique and resulted in individually significant

gains from single transaction We generally iccognize

origination gains when we are able to obtain observable market

data to validate that the initial fair value of the contract differs

from the contract price Origination gains recognized in the past

three years include

none in 2010

none in 2009 and

$73.8 million pre-tax in 2008 resulting from

transactions

Termination or Restructuring of Commodity Derivative Contracts

We may terminate or restructure in-the-money contracts in

exchange for upfront cash payments and reduction or

cancellation of future performance obligations The termination

or restructuring of contracts allowsus to lower our exposure to

performance risk under these contracts We had no such

transactions for commodity derivative contracts in 2010 2009

and 2008

Quantitative Information About Derivatives and Hedging

Activities

Background

Effective January 2009 we adopted an accounting standard

that addresses disclosures about derivative instruments and

hedging activities This standard does not change the accounting

for derivatives rather it requires expanded disclosure about

derivative instruments and hedging activities regarding

the ways in which an entity uses derivatives

the accounting for derivatives and hedging activities and

the impact that derivatives have or could have on an

entitys financial position financial performance and

cash flows

Balance cheer Tablec

We
present our derivative assets and liabilities in out

Consolidated Balance Sheets on net basis including cash

collateral whenever we have legally enforceable master netting

agreement
with

counterparty to derivative contract We use

master netting agreements whenever possible to manage and

substantially reduce our potential counterparty credit risk The

net presentation in our Consolidated Balance Sheets reflects our

actual credit exposure
after giving effect to the beneficial effects

of these agreements
and cash collateral and our credit risk is

reduced further by other forms of collateral

The fnllnwing
rahle prnvidec information shout the

types
of

market risks we manage using derivatives This table only

includes derivatives and does not reflect the price risks we are

hedging that arise from physical assets or nonderivative accrual

contracts within our Generation and NewEnergy businesses

As discussed more fully following the table we present this

information by disaggregating our net derivative assets and

liabilities into gross components on contract-by-contract basis

before giving effect to the risk-reducing benefits of master

netting arrangements
and collateral As result we must present

each individual contract as an asset value if it is in the money

or liability value if ir is our nf rbe money regsrdless of

whether the individual contracts offset market or credit risks of

other contracts in full or in
part Therefore the gross amounts

in this table do not reflect our actual economic or credit risk

associated with derivatives This
gross presentation is intended

only to show separately the various derivative contract types we

use such as commodities interest rate and foreign exchange

In order to identify how our derivativds impact our

finanŁial position at the bottom of the table we provide

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
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The
gross asset and

liability
values in the rabies beiow are segregated between those derivatives designated in qualiing hedge

accounting reiationships and those not designated in hedge accounting reiationships Derivatives not designated in hedging

reiationships include our NewEnprgy retaii power and gas customer supply operation economic hedges of accrual activities the total

return swaps
entered mm rn effect the sale of the international commodities and Houston-based

gas trading operations in 7009 and

risk management and trading activities which we hase 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

Detivatives Derivatives Not

Designated as Hedging Designated As Hedging

Instruments for Instruments for All Detivatives

As of December 31 2010 Accounting Purposes Accounting Purposes Combined

Contract type

Asset

Values

Liability

Values

Asset Liability

Values Values

Asset

Values

Liability

Values

In millions

Power contracn $1167.9 $0362.8 6795.0 7166.5 7962.9 ç8529.3

Cas contracts 1902.3 1832.8 3390.1 3155.3 5292.4 4988.1

Coal contracts 97.0 48.6 266.0 259.7 363.0 308.3

Other commodity contracts 61.4 61.6 61.4 61.6

Interest tate 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

Netting arrangements

$3202.9 $3244.2 $10557.9 $00087.2 13760.8

12955.5

$03931.4

12955.5

Cash collateral

Net fair values

Net fair value by balance sheet line item

28.4 0.6

776.9 975.3

Accounts receivable 16.4

Derivative assets current 534.4

Derivative assets noncurrent 258.9

Derivative liabilities current 622.3

Derivative liabilities noncurtent

Total Derivatives

353.0

776.9 975.3

Other commodity contracts include oil freight emission allowances and weather contracts

Represents the unrealized fair value of exchange traded derivatives exclusive of cash margin posted

Represents in-the-money contracts without regard to potentially offietting out-of-the-money contracts under master netting agreements

Represeut out-of-the-money eoutraetj without regard to potentially affitttiug in-the-money contracts under minter netting agreements

Represents
the

effect of legally enforceable master netting agreements
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Derivatives

Designated as Hedging

Instruments for

Accounting Purposes

Other commodity contracts include oil freight emission allowances and weather contracts

Derivatives Nor

Designated As He4ging

Instruments for

Accounting Purposes

All Derivatives

Combined

Represents
the unrealized fair value of exchange traded derivatives exclusive of cash margin posted

Represents in-the-money contracts without regard to potentially offleeting one-of-the-money contracts nnder master netting agreements

Represents one-of-the-money contracts without regard to
potentially offietting in-the-money contracts under master netting agreements

Represents the
effect of legally enforceable master netting agreements

The magnitude of and changes in the gross derivatives

components in these tables do not indicate changes in the level

of derivative activities the level of market risk or the level of

credit risk The primary factors affecting the magnitude of the

gross amounts in the table are changes in commodity prices and

the total number of contracts If commodity prices change the

gross amounts could increase even if the level of contracts stays

the same because separate prdsention is required for contracts

that are in the money from those that are out of the money As

result the
gross amounts of even fully hedged positions could

increase if prices change Additionally if the number of contracts

increases the gross amounts also could increase Thus the

execution of new contracts to reduce economic risk could

actually increase the gross amounts in the table because of the

requirement to present the
gross

value of each individual

contract separately.

The primary purpose of these tables is to disaggregate the

risks being managed using derivatives In order to achieve this

objective we prepare this table by separating each individual

derivative contract that is in the money from each contract that

is out of the money and present such amounts on gross basis

even for offsetting contracts that have identical quantities for the

same commodity location and delivery period We must also

present these components excluding the substantive credit-risk

reducing effects of master netting agreements
and collateral As

result the
gross asset and liability amounts for each contract

type far exceed our actual economic exposure to commodity

price risk and credit risk Our actual economic exposure consists

of the net derivative position combined with our nonderivative

accrual contracts such as those for load-serving and our

physical assets such as our power plants Our actual derivative

credit risk exposure after master netting agreements and cash

collateral is reflected in the net fair value amounts shown at the

bottom of the table aboye Our total economic and credit

exposures including derivatives are managed in comprehensive

risk framework that includes risk measures such as economic

value at risk stress testing and maximum potential credit

exposure

Gain and Loss Tables

The tables below summarize the gain and loss impacts of our

derivative instruments segregated into the following categories

cash flow hedges

fair value hedges and

mark-to-market derivatives

The tables only include this information for derivatives and

do not reflect the related gains or losses that arise from

generation and generation-related assets nonderivative accrual

contracts or NPNS contracts within our Generation and

NewEnergy businesses other than fair value- hedges for which

As of December 31 2009

Asset Liability Asset Liability Asset
Liability

Contract type
Values Values Values Values

In milliom

Values Values

Power contracts $1737.3 $2292.1 $11729.3 $12414.3 $13466.6 $14706.4

Gas contracts 1860.6 1380.0 4159.1 3857.1 6019.7 5237.1

Coal contracts 20.1 40.8 609.5 627.2 629.6 668.0

Other commodity contracts .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

falr values

Netfing arrangements

$3655.2 $3713.7 $16622.7 $16979.6 20277.9

19261.0

$20693.3

19261.0

Cash collateral

Net fair values

Net fair value by balance sheet line item

92.6 125.6

924.3 1306.7

Accounts receivable 348.7

Derivative assets current 639.1

Derivative assetsnoncurrent 633.9

Derivative liabilities current 632.6

Derivative liabilitiesnoncurrent

Total Derivatives

674.1

924.3 1306.7
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we separately show the gain ot loss on the hedged asset ot detivatives ate used to manage risk For more complete

liability As result for mark-to-marker and cash-flow hedge discussion of how derivatives affect our financial performance

derivatives rhese tables only reflocr 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

The following tables present gains and losses on derivatives designated as cash flow hedges As discussed more frilly 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 reclassifr

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 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 nor 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 nzillisns

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 contracu 10.0 229.9

Other commodity

contracu 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 coneracn $377.4 $0056.0 $1036.1 $0905.3 $40.7 $42.2

Gas contracu 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 0.2 12.3 0.3 8.2 0.2

Foreign exchange contracts

Total included in fuel and purchased

Total losses $453.2 $0042.3 energy expense
854.5 $0918.9 $99.9 $66.3

Hedges of interest rates fnterest 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 $2397.9 $91.3 11.3

Other commodity sale contracts include oil and Jeighc contracts

Other commodity purchase contracts inrlude 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 fur 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

Contract
type Statement of Income Loss Line Item

Recognized in Income Recognized in Income

on Derivative on Hedged 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

Totaigains 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 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 economies of related transactions

In computing the amounts of derivative gains and losses in

the above tables we include the changes in fair values of

derivative contracts up to the date of maturity or settlement of

each contract This approach facilitates comparable

presentation for both financial and physical derivative contracts

In addition for cash flow hedges we include the impact of intra

quarter transactions i.e those that arise and settle within the

same quarter in both gains and losses recognized in

Accumulated Other Comprehensive Loss and amounts

reclassified from Accumulated Other Comprehensive Loss into

earnings

Volume of Derivative Activity

The volume of out derivatives activity is directly related to the

fundamental nature and scope of our business and the risks we

manage We own or control electric generating facilities which

exposes us to both power and fuel price risk we serve electric

and gas wholesale and retail customers within our NewEnergy

business which exposes us to electricity and natural
gas price

risk and we provide risk management services and engage
in

trading activities which can expose us to variety of commodity

price risks We conduct our business activities throughout the

United States .and internationally In order to manage
the risks

associated with these activities we are required to be an active

participant in the
energy markers and we routinely employ

derivative instruments to conduct out business

Derivative instruments provide an efficient and effective

way to conduct our business and to manage
the associated risks

We manage our generating resources and customer supply

activities based upon established policies and limits and we use

Mark-to-Market Derivatives Year Ended December 31

Amount of Cain Loss
Recorded in Income

Contract type Statement of Income Loss Line Item

on Derivative

2010 2009

In millions

Commodity contracts

Power contracts Nontegulared revenues $26.2 250.9

Gas contracts Nontegulated revenues 41 .4 360.0

Coal contracts Nontegulared revenues 13.3 14.0

Other commodity contracts Nonregulared revenues 15.4 11.7

Coal contracts Fuel and purchased energy expense 109.8

Interest tare contracts Nontegulared revenues 2.31 27.2

Foreign exchange contracts Nonregulared revenues 1.2 7.6

Total gains losses 9.6 $236.2

Other commodity contracts include oil freight nraniuvs weather and emission allowances

145



derivatives to establish 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 enableus to execute hedging managed and controlled through the risk measures discussed

transactinns in coct-effective manner We
manage thnse ahove Therefnte the infnrmaton 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 identi 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 mansge

execute control and reduce the overall level of our trading Additionally the disclosure of derivative quantities

positions and risk as well as to manage 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 insttuments is integral to the conduct of our business Thetefore in the table below we have computed the derivative

and derivative instruments are an important tool through which volumes for commodities by aggtegating 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 0f 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 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 complete represents delta equivalent quantities not gross notional

representation of our market price risk because it only includes amounts We make use of diffetent
types

of commodity

derivative contracts Accordingly this table does not present derivative instruments such as forwards futures options and

complete picture of out 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 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 detivatives

non-derivative contracts and forecasted transactions that we represents the delta equivalent quantity of those contracts

manage using derivatives 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 foteign 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

Quantitics Uiidei Detivative Cuiitiacts As vfDccrmbcr 31 2010

Contract Type Unit 2011 2012 2013 2014 2015 Thereafter Total

Power MWIH
Gas mmBTU
Coal Tons
Oil BBL
Emission Allowances Tons

Renewable Energy Credits Number of credits

Interest Rate Contracts

Foreign Exchange Rare Contracts

21.2

175.3

4.4

0.2

1.5

0.4

$639.4

48.7

90.1

2.5

0.1

0.3

$490.7

8.7

3.8

80.2

0.1

0.1

0.3

$941.8

16.8

In millions

4.2 2.3 0.2 31.7

64.7 24.1 434.4

7.0

0.4

1.5

0.3 0.3 0.7 2.3

$405.0 $460.0 $175.0 $3111.9

16.8 15.5 106.5

Quantities Under Derivative Contracts As of December 31 2009

Contract Type Unit 2010 2011 2012 2013 2014 Thereafter Total

Power MWH
Gas mmBTU
Coal Tons

OilBBL
Emission Allowances Tons
Interest Rate Cuntracts

Foreign Exchange Rate Contracts

32.7

37.3

3.9

0.3

7.2

$972.3

27.9

1.6

37.4

3.9

$140.6

72.4

3.2

22.1

0.2

$440.5

16.7

In millions

3.2 0.1 0.9 41.7

21.0 22.7 21.3 161.8

8.0

0.3

7.2

$58.2 $255.0 $200.0 $2066.6

$16.7 16.8 15.5 166.0

Amounts in the table are only intended to provide an indication of the level of derivatives
activity

and should nt be inteipreted as

measnre of any derinative position or overall economic exposure to market risk Quantities are expressed as delta equivalents on an

absohite value basis by contract type by year Additionally quantities relate only to derivatives and do not include potentially offietting

quantities associated zoith physical assets and nonderivative accrual contracts

In addition to the commodities in the tables above we also

hold derivative instruments related to weather that are

insignificant relative to the overall level of our derivative activity

Credit-Risk Related Contingent Features

Certain of out derivative instruments contain provisions that

would require additional collateral
u.pon

credit-related event

such as an adequate assurance provision or credit rating

decrease in the senior unsecured debt of Constellation Energy

The amount of collateral we could be required to post zould be

determined by the fair value of contracts containing such

provisions that
represent net liability

after offset for the fair

value of any asset contracts with the same counterparty under

master netting agreements and any other collateral already

posted This collateral amount is component of and is not in

addition to the totl collateral we could be required to post for

all contracts upon
credit tating decrease

The following tables present information related to these

derivatives at December 31 2010 and 2009 Based on

contractual provisions we estimate that if Constellation Energys

senior unsecured debt were downgraded our total contingent

collateral obligation for derivatives in net liability position was

$0.1 billion at December 31 2010 and $0.2 billion ss of

December 31 2009 which represents the additional collatetal

that we could be requited to post
with counterparties including

both cash collateral and letters of credit in the event of credit

downgrade to below investment grade These amounts ate

associated with net derivative liabilities totaling $0.9 billion at

December 31 2010 and $1.0 billion at December 31 2009

after reflecting legally binding master netting agreements and

collateral already posted

We present the gross fair value of derivatives in net

liability position that have credit-risk-related contingent features

in the first column in the table below This
gross

fair value

amount represents only the out-of-the-money contracts

containing such features that are not fully collateralized by cash

on stand-alone basis Thus this amount does not reflect the

offsetting fair value of in-the-money contracts under legally-

binding master netting agreements with the same counterpatty

as shown in the second column in the table These

in-the-money contracts would offset the amount of
any gross

liability that could be requited to be collateralized and as

result the actual potential collateral requirements would be

based upon the net fair value of derivatives containing such

features not the gross amount The amount of any possible

contingent collateral for such contracts in the event of

downgrade would be further reduced to the extent that we have

already posted collateral related to the net liability
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non-derivative positions under master netting agreements

Concentrations of Derivative Related Credit Risk

We discuss our concentrations of credit risk including

derivative-related positions in Note At December 31 2010

rwo counterparries large pdwer etoperarive and CENG
comprise total exposure concentrations of 25%

Fair Value Measurements

Effective January 2008 we adopted guidance related to fair

value measurements This guidance defines fair value establishes

framework for measuring fair value and requires certain

disclosures about fair value measuremenrs We discuss our fair

value measurements below

We determine the fair value of our assers and liabilities

using unadjusted quoted prices in active markers Level or

pricing inputs that are observable Level whenever that

informarion is available We use unobservable inputs Level to

estimate fair value only when relevant observable inputs are nor

available

We classi assets and liabilities within the fair value

hierarchy based on the lowest level of input that is significant to

the fair value measurement of each individual asset and
liability

taken as whole We determine fair value for assets and

liabilities classified as Level by multiplying the market price by

the quantity of the asset or liability We primarily determine fair

value measurements classified as Level or Level using the

income valuation approach which involves discounting estimated

cash flvws using assumptions that market participants would use

in pricing the asset or liability

We present all desivatives recorded at fair value net with the

associated fair value cash collateral This presentation of the net

position reflects our credit exposure for our on-balance sheet

positions but excludes.the impact of
any

off-balance sheet

positions and collateral Examples of off-balance sheet positions

and collateral include in-the-money accrual contracts for which

the right of offset exists in the event of default and letters of

credit We discuss our letters 0f credit in more detail in Note

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 net liability position with credit-risk-related contingent features This

amount reflects the aLtual net liability upon
whirL uxisting collatcral postings arc computed and

upun which any additiuual

contingent collateral obligation would be based.

Credit Risk Related Contingent Feature As of December 31 2010

Gross Fair Value Offsetting Fair Value

of Derivative of In-the Money
Contracts Containing Contracts Under Master

This Feature Netting Agreements

Net Fair Value

of Derivative

Contracts Containing

This Festure

In billions

Amouxst of

Posted

Collateral

Contingent

Collateral

Obligation

$4.6 $3.7 $0.9 $0.7 $0.1

Credit-Risk Related Contingent Feature As of December 31 2009

Cross Fair Value Offsetting Fair Value

of Derivative of In-the-Money

Contracts Containing Contracts Under Master

This Feature Netting Agreements

Net Fair Value

of Derivative

Contracts Containing

Tlsis Feature

Amount of

Posted

Collateral

Contingent

Collateral

Obligation

Its billions

$8.6 $7.6 $1.0 $0.7 $0.2

Amount
represents

the gross fair value of out-of-the-money derivative contracts containing credit-risk related contingent featnres that are

not filly collateralized by posted cash collateral on an individual contract by-contract basis ignoring the
effects of master netting

agreements

Amount
represents

the off etting fair value of in-the-money derivative cbntracts 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

Amount
represents

the net fair value of out-of-the-money derivanve contracts containing credit-risk related contingent features after

considering the mitigating effects of offsetting positions under master netting arrangements and
reflects

the actudl net liability upon

which any potential contingent collateral obligations would be based

Amount includes cash collateral posted of $0.6 million and letters of credit of $656 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

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 credit downgrade to below investment grade after giving consideration to off etting derivative and
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Recurring Measurements

Our assets and liabilities measured at fair value on recurring

basis consist of the following BCEs assets and liabilities

measured at fair value on recurring basis are immaterial

Cash equivalents $1545.4

Equity securities 43.7

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 16.4

Total derivative instruments 776.9 975.3

Total recurring fair value measurements $2366.0 $975.3

Represents the unrealized fair value of exchange traded

derivatives exclusive of cash margin posted

As 0f Dcceiisbci 31
2009

Assets Liabilities

In millions

Cash equivalents $3065.4

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 1273.0 1306.7
Classified as accounts receivable 348.7

Total derivative instruments 924.3 1306.7

Total recurring falr value measurements $4035.9 $1306.7

Represents the unrealized fair value of exchange traded

derivatives exclusive of cash margin posted

Cash equivalents represent money market flsnds which are

included in Cash and cash equivalents in the Consolidated

Balance Sheets Equity securities primarily represent mutual fund

investments which are included in Other assetsS in the

Consolidated Balance Sheets Derivative instruments represent

unrealized amounts related to all derivative positions including

futures forwards swaps and options We
classifr exchange-listed

contracts as part
of Accounts Receivable in our Consolidated

Balance Sheets We
classifr

the remainder of our derivative

contracts as Derivative assets or Derivative liabilities in our

Consolidated Balance Sheets

As of December 31
2010

Assets Liabilities

In millions
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The tables below set forth by level within the fair value hierarchy the gross components of the Companys assets and liabilities

that were measured at fair value on recurring basis as of December 31 2010 and 2009 For December 31 2010 our net derivative

assets and liabilities are disaggregbted on gross contract-by-contract basis These
gross balances are intended solely to provide

information on sources of inputs to fair value and ptoportions 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 particular contract is

eligible
for netting against other contracts or whether it has been collateralized

At December 31 2010 Level Level Level Cs
Netting and

sh Collateral

Total Net

Fsir Value

In millions

Cash equivalents $1545.4 $1545.4

Equity securities 43.7 43.7

Derivative assets

Power contracts 7509.6 453.3

Gas contracts 63.9 5113.3 115.2

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 13081.3 575.9 12983.9 776.9

Derivative liabilities

Power contracts 7758.2 771.1

Gas contracts 72.7 4910.3 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 13038.8 777.1 12956.1 975.3

Net derivative position 11.9 42.5 201.2 27.8 198.4

Total $1577.2 42.5 $201.2 27.8 $1390.7

We present our derivative assets and liabilities in our Consolidated Balance Sheets on net basis We net derivative assets and

liabilities including cash collateral when
legally enforceable master netting agreement exists between us and the counterparty to

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

At December 31 2009 Level Level

Cash equivalents

Equity securities mutual funds

Derivative assets

Derivative liabilities

$3065.4

46.2

80.7

79.0

19393.9

19519.5

In millions

803.3

1094.8

19353.6

19386.6

3065.4

46.2

924.3

1306.7

Net derivative position 1.7 125.6 291.5 33.0 382.4

Total $3113.3 125.6 291.5 33.0 2729.2

We present our derivative assets and llabillties in our Consolldated Balance Sheets on net basis We net derivative assets and

liabilities including cash collateral when
legally enforceable master netting agreement exists between us and the counterparsy to

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

the derivative amounts in the tables above are unrelated to the

existence or level of actual market or credit risk from our

operations We describe the primary factors that change the

gross components below

We prepared this table by separating each individual

derivative contract that is in the money from each contract that

Netting and

Level Cash Collateral

Toral Ner

Fair Value
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is out of the money We also did not teflect mastet netting

agteements and collateral for our derivatives As result the

gtoss asset and liability amounts in each of the thtee fair

value levels fat exceed out actual economic exposure ty

commodity ptice tisk and ctedit risk Our actual economic

exposure consists of the net derivative position combined with

our nonderivative accrual contracts such as those for

load-serving and our physical assets such as our power plants

Our actual credit risk exposure is reflected in the net derivative

asset and derivative liability amounts shown in the Total Net

Fair Value column

Increases and decreases in the gross components presented

in each of the levels in this table also do not indicate changes in

the level of derivative activities Rather the primary factors

affecting the gross amounts arc commodity prices aisd the total

number of contracts If commodity prices change the gross

amounts could increase even if the level of contracts stays the

same because separate presentation is required for contracts that

are in the money from those that are out of the money As

result even fully hedged positions could exhibit increases in the

gross amounts if prices change Additionally if the number of

contracts increases the gross amounts also could increase Thus

the execution of new contracts to reduce economic risk could

actually increase the gross amounts in the table because of the

required separation of contracts discussed above

Cash equivalents consist of exchange-traded nioisey sisaiket

funds which are valued by multiplying unadjusted quoted prices

in active markets by the quantity of the asset and are classified

within Level

Equity securities consist of mutual funds which are valued

by multiplying unadjusted quoted prices in active markets by the

quantity of the asset and are classified within Level

Derivative instruments include exchange-traded and bilateral

contracts Exchange-traded derivative contracts include futures

and options Bilateral derivative contracts include
swaps

forwards options and structured transactions We have classified

derivative contracts within the fair value hierarchy as follows

Exchange-traded derivative contracts valued by

multiplying unadjusted quoted prices in active markets

by the quantity of rh assertor liability are classified

within Level

Exchange-traded derivative contracts valued using pricing

inputs based upon market quotes or market transactions

are classified within Level These contracts generally

trade in less active markets i.e for certain contracts the

exchange sets the closing price which may nor be

reflective of an actual trade

Bilateral deiivative contracrs where observable inputs are

available for substantially the full term and value of the

asset or liability are classified within Level

Bilateral derivative contracts with lower availability of

pricing information are classified in Level In addition

structured transactions such as certain options may

require us to use internally developed model inputs

which might nor be observable in or corroborated by

the market to determine fair value When such

unobservable inputs have more than an insignificanr

impact on the measurement of fair value we classil the

instrument within Level

During 2010 there were no significant transfers of

derivatives between Level and Level of the fair value

hierarchy

We utilize models based upon the income approach to

measure the fair value of derivative contracts classified as Level

or Generally we use similar models to value similar

instruments In order to determine fair value we utilize various

inputs and factors including marker data and assumptions that

market participants would use in pricing assets or liabilities as

well as assumptions about the risks inherent in the inputs to the

valuation technique The inputs and factors include

forward commodity prices

price volatility

volumes

location

interest rates

credit quality of counterparties and Constellation

Energy and

credit enhancements

The primaty input to our valuation models is the forward

commodity curve for the respective instrument Forward

commodity curves are derived from published exchange

transaction prices executed bilateral transactions broker quotes

and other observable or public data sources The relevant

forward commodity curve used to value each of our derivatives

will depend on number of factors including commodity type

location and expected delivery period Price volatility would

vaty by commodity and location When appropriate we

discount future cash flows using risk free interest rates with

adjustments to reflect the credit quality of each counrerparty for

assets and our own credit quality for liabilities

We also record valuation adjustments to reflect uncertainty

associated with certain estimates inherent in the determination

of the fair value of derivative assets and liabilities The effect of

these uncertainties is riot incorporated in market
puce

information of other market-based estimates used to determine

fair value of our mark-to-market energy contracts

We describe below the main typea of valuation adjustments

we record and the
process

for establishing each Generally

increases in valuation adjustments reduce our earnings and

decreases in valuation adjustments increase
our earnings

However all or portion of the effect on earnings of changes in

valuation adjustments may be offset by changes in the value of

the undedying positions

Close-our adjustmentrepresents the estimated cost to

close our or sell to third party open mark-to-marker

positions This valuation adjustment has the effect of

valuing long positions the purchase of commodity

at the bid price and short positions the sale of

commodity at the offer price We
compute

this

alljusrmenr using market-based estimate of the bid

offer spread for each commodity and option price and

the absolute quantity of our net open positions for each

year The level of total close-out valuation adjustments

increases as we have larger unhedged-posirions bid-offer
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spreads increase or marker informarion is not available

and it decreases as we reduce our unhedged positions

bid-offer spreads decress or marker information

becomes available

Unobservable input valuation adjustmentthis

adjustment is necessary
when we determine fair value for

derivative positions using internally developed models

that use unobservable inputs due to the absence of

observable market information Unobservable inputs to

fair value may arise due to number of factors

including but nor limited to the term of the

transaction contract optionality delivery location or

product type In the absence of observable market

information that supports the model inputs there is

presumption that the transaction price is equal to the

market value of the contract when we transact in our

principal market and thus we recalibrate our estimate of

fair value to equal the transaction price Therefore we

do not recognize gain or loss at contract inception on

these transactions We will recognize such gains or losses

in earnings as we realize cash flows under the contract

or when observable market data becomes available

Credit-spread adjustmentfor risk management

purposes we compute the value of our derivative assets

and liabilities using risk-free discount rate In order to

compute
fair value for financial rcporting purposes we

adjust the value of our derivative assets to reflect the

credit-worthiness of each counterparty based upon either

published credit ratings or equivalent internal credit

ratings and associated default probability percentages

We compute this adjustment by applying default

probability percentage to our outstanding credit

exposure net of collateral for each counterparty The

level of this adjustment increases as our credit exposure

to counterparties increases the maturity terms of our

transactions increase or the credit ratings of our

countcrpartics deterioratc and it dccrcascs when our

credit exposure to counterparties decreases the maturity

terms of our transactions decrease or the credit ratings

of our counterparties impr9ve As part of our evaluation

we assess whether the counterparties published credit

ratings are reflective of current market conditions We

review available observable data including bond prices

and yields and credit default
swaps to the extent it is

available We also consider the credit risk measurement

implied by that data in determining our default

probability percentages and we evaluate its
reliability

based
upon

market liquidity comparability mid 0thj

factors We also use ctedit-spread adjustment in order

to reflect our own credit risk in determining the fair

value of our derivative liabilities

We regularly evaluate and validate the inputs we use to

estimate fair value by number of methods consisting of

various market price verification procedures including the use of

pricing services and multiple broker quotes to support the

market price of the various commodities in which we transact as

well as review and verification of models and changes to those

models These activities are undertaken by individuals that are

independent of those responsible for estimating fair value

The Companys assessment of the significance of

particular input to the fair value measurement requires judgment

and may affect the classification of assets and liabilities within

the fair value hierarchy Because of the long-term nature of

certain assets and liabilities measured at fair value as well as

differences in the availability of market prices and market

liquidity over their terms inputs for some assets and liabilities

may fall into any one of the three levels in the fair value

hierarchy or some combination thereof Thus even though we

are required to classifr these assets and liabilities in the lowest

level in the hierarchy for which inputs are significant to the fair

value measurement portion of that measurement may be

determined using inputs from higher level in the hierarchy

The following table sets fotth reconciliation of changes in

Level fair value measurements which predominantly relate to

power contracts

Year Ended

December 31

2010 2009

Balance at beginning of period

In millions

$291.5 37.0

Realized and unrealized losses gains

Recorded in income 157.0 297.0

Recorded in other comprehensive

income 95.2 201.6

Purchases sales issuances and settlements 69.6 140.8

Transfers into Level 73.6

Transfers out of Level 165.9

Net transfers into and out of Level 92.3 92.3

Balance at end of year $201.2 $291.5

Change in unrealized gains recorded in

income relating to derivatives still held

at end of period 189.5 27.8

Effective January 2010 we are required to present

separately the amounts transferred into Level from the

amounts transferred out of Level For
purposes of this

reconciliation we assumed
transfers into and out of Level

occurred on the last day of the quarter

Realized and unrealized gains losses are included primarily

in Nonregulated revenues for our derivative contracts that are

marked-to-market in our Consolidated Statements of Income

Loss and are included in Accumulated other comprehensive

loss for our derivative contracts designated as cash-flow hedges

in our Consolidated Balance Sheets We discuss the income

statement classification for realized gains and losses related to

cash-flow hedges for our various hedging relationships in Note

Realized and unrealized gains losses include the realization

of derivative contracts through maturity This includes the fair

value as of the beginning of each quarterly reporting period of

contracts that matured during each quarterly reporting period

Purchases sales issuances and settlements
represent

cash paid or
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received for oprion premiums and the acquisition or

termination of derivative contracts prior to maturity Transfers

into Level represent existing ass1ets or liabilities that were

prcvicsusly catcurizcd at highcr love1 for which theinputs to

the model became unobservable Transfers out of Level

represent assets and liabilities that were previously classified as

Level for which the inputs became observable based on the

criteria discussed previously for classification in either Level or

Level Because the depth and liquidity of the power markets

varies substantially between regions and time periods the

availability of observable inputs for substantially the frill term

and value of our bilateral derivative contracts changes frequently

As result we also
expect

derivatives balances to transfer into

and out of Level frequently based on changes in the

obsorvablc data available as of the end of the periud

Nonrecurring Measurements

The table below sets forth by level within the fair value

hierarchy our assets and liabilities that were measured at fair

value on nonrecurring basis during the year ended

December 31 2010

Level

In mt/lions

Investment in CENG $2970.4 N/A $2970.4 $2275.0

Other investments

UNE N/A 143.4

Qualiling facilities

coal 36 N/A 36.7 50.0

Qualiljing
facilities

hydroelectric N/A 14.8 14.8 8.4

Total other

investments 36.7 14.8 51.5 201.8

Total $3007.1 14.8 $3021.9 $2476.8

During the quarter ended September 30 2010 we recorded

other-than-temporary impairment charges of $2468.4 million

on our equity method investments including CENG UNE and

three coal-fired generating facilities located in California

Additionally during the quarter ended December 31 2010 we

recorded an other-than-temporary impairment charge of

$8.4 million on one of our equity investments that own

hydroelectric generating facility in California These fair value

measurements included significant unobservable inputs and as

such the entire amounts of the measurements were classified as

Level We discuss these impairment charges including the

inputs and valuation techniques used to estimate the fair value

of these equity method investments in more detail in Note

There were no nonrecurring measurements in 2009

Fair Value of Financial Instruments

We show the carrying amounts and fair values of financial

instruments included in our Consolidated Balance Sheets in the

following table

Ar December 31 2010 2009

Carrying

Amounr

Fair Carrying

Valor Amounr

Fair

Value

In millions

Investments and other assets

Constellation Energy 248.7 249.2 167.6 166.0

Fixed-tate long-term
debt

Constellstion Energy

including EGE 4229.3 4518.4 4225.0 4433.1

BCE 2143.6 2301.8 2200.1 2280.5

Variable rate long-term
debt

Constellation Energy

including BCE 528.7 528.7 649.9 649.9

BCE

We use the following methods and absumptions for

estimating fair value disclosures for financial instruments

cash and cash equivalents net accounts receivable other

current assets certain current liabilities short-term

borrowings current portion of long-term debt and

certain deferred credits and other liabilities because of

their short-term nature the amounts reported in our

Consolidated Balance Sheets approximate fair value

investments and other assets the fair value is based on

quoted market prices where available and

long-term debt the fair value is based on quoted market

prices where available or by discounting remaining cash

flows at current market rates

Fair Value at Fair Value at

September 30 December 31
2010 2010

Losses for the

year
ended

December 31
2010
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Stock-Based Compensation

Under our long-term incentive plans we grant
stock options

performance and service-based retricted stock performance- and

service-based units stock units deferred cash and equity to

officers key employees and membeis of the Board of Directors

In May 2010 shareholders approved Constellation Energys

Amended and Restated 2007 Long-Term Incentive Plan

including an increase in the number of shares available for

issuance by 9000000 Any shares covered by an outstanding

award under any of our long-term incentive plans that are

forfeited or cancelled expire or are settled in cash will become

available for issuance under the Amended and Restated 2007

Long-Term Incentive Plan At December 31 2010 there were

12818160 shares available for issuance under the 2007

Long-Term Incentive Plan At December 31 2010 we had stock

options restricted stock performance units and equity grants

outstanding as discussed below We may issue new shares reuse

forfeited shares or buy shares in the market in order to deliver

shares to employees for our equity grants
BCE officers and key

employees participate in our stock-based compensation plans

The expense recognized by BCE in 2010 2009 and 2008 was

not material to BGEs financial results

Non-Qualified Stock Options

Options are granted with an exercise price equal to the market

value of the common stock at the date of grant become vested

over period up to three years expense recognized in tranches

and expire ten years from the date of grant

The fair value of our stock-based awards was estimated as

of the date of
grant using the Black-Scholes option pricing

model based on the following weighted- average assumptions

Risk-free interest rate 1.87% 1.95% 2.57%

Expected life in years 4.0 4.0 4.0

Expected market price volatility factor 32.5% 37.8% 25.8%

Expected dividend yield 2.74% 4.83% 1.85%

We use the historical data related to stock option exercises

in order to estimate the expected life of our stock options We
also use histnricsl dara measured no daily hscis for period

equal to the duration of the expected life of option awards

information on the volatility of an identified
group

of
peer

companies and implied volatilities for certain publicly traded

options in Constellation Energy common stock in order to

estimate the volatility factor We believe that the use of this data

to estimate these factors provides reasonable basis for our

assumptions The risk-free interesi rate for the periods within

the expected life of the option is based on the U.S Treasuty

yield curve in effect and the expected dividend yield is based on

our current estimate for dividend payout at the time of grant

Summarized information for our stock option grants is as follows

Weighted-

Average

Shares Exercise Price Shares

2009

Weighted-

Average

Exercise Price Shares

2008

Weighted-

Average

Exercise Price

2010 2009 2008

2010

Outstanding beginning of year

Granted with exercise prices at fair market value

Exercised

Forfeited/expired

8146

1468

235
309

$44.36

35.07

23.53

43.41

Shares in

6058

3511

83
1340

thousands

$59.99

20.14

31.07

52.41

6145

1434

375
1146

$55.90

93.79

47.02

84.59

Outstanding end of
year 9070 $43.43 8146 $44.36 6058 $59.99

Exercisable end of
year 5316 $52.65 4114 $55.81 41665 $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

about stock options during 2010 2009 and 2008

Summarized share information for our restricted stock

awards is as follows

Stock Option Expense Recognized

Stock Options Exercised

Cash Received for Exercise Price

Intrinsic Value Realized by

Employee

Realized Tax Benefit

Fair Value of Options that Vested

As of December 31 2010 we had $3.8 million of

unrecognized compensation cost related to the unvested portion

of outstanding stock option awards of which $2.8 million is

expected to be recognized during 2011

The following table summarizes additional information

about stock options outstanding at December 31 2010 stock

options in thousands

In millions In millions In years

20 2896 $31.9 871 $9.6 8.2

$20 40 2422 930 6.8

$40 60 2245 2245 4.7

$60$ 80 762 762 6.2

$80 $100 745 508 7.1

9070 $31.9 5316 $9.6

Restricted Stock Awards

In addition to stock options we issue service-based common

stock that vests over periods ranging from one to five years and

frilly
vested common stock units with sales restrictions ranging

from approximately 10 months to years We account for these

awards as equity awards whereby we recognize the value of the

market price of the underlying stockon the date of grant as

compensation expense immediately for fully vested common

stock units with sales restrictions or over the service period

either ratably or in tranches depending if the award has cliff or

graded vesting for service-based common stock

We recorded compensation expense related to our restricted

stock awards of $9.5 million in 2010 $16.7 million in 2009

and $35.3 million in 2008 The tax benefits received associated

with our restricted awards were $10.0 million in 2010

$6.7 million in 2009 and $20.1 million in 2008

2010 2009 2008

Shear es in thousands

Outstanding beginning of year 1017 1033 1322

Granted 832 866 365

Released to participants 713 701 536
Canceled 56 181 118

Outstanding end of
year 1080 1017 1033

Weighted-average fair value of

restricted stock granted per

share $34.83 $19.83 $94.62

Total fair value of shares for

which restriction has lapsed in

millions 24.9 16.5 49.7

As of December 31 2010 we had $8.6 million of

unrecognized compensation cost relgted to the unvested portion

of outstanding restricted stock awards expected to be recognized

within 43-month period At December 31 2010 we have

recorded in Common shareholders equity approximately

$18.6 million and approximately $37.4 million at December 31

2009 for the unvested portion of service-based restricted stock

granted from 2008 until 2010 to officers and other employees

that is contingently redeemable in cash upon change in

control

Performance-Based Units

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 reporting

period Each unit is equivalent to $1 in value and cliff vests at

the end of three-year service and performance period The

level of payout is based on the achievement of certain

performance goals at the end of the three-year period and will

be settled in cash We recognized compensation expense of

$6.2 million in 2010 compensation expense
of $1.5 million in

2009 and reduction of expense of $3.2 million in 2008 for

these awards During the 12 months ended December 31 2010

no pcrfqrmance-based unit awards vested During the 12 months

ended December 31 2009 no performance-based unit awards

vested During the 12 months ended December 31 2008 our

2005 performance-based unit award vested and we paid

$24.2 million in cash to settle the award As of December 31

2010 we had $11.8 million of unrecognized compensation cost

related to the unvested portion of outstanding performance-

based unit awards expected to be recognized within 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

2010 2009 2008

In millions

9.9 $14.2 $11.0

5.5 2.6 20.2

2.7 0.2 14.1

1.1 0.1 5.7

54.4 11.0 98.3

Outstanding

Range of Aggregate

Exercise Stock Inrrinsic

Prices Options Value

Exercisable

Aggregate

Stock Intrinsic

Options Value

Weighted-

Average

Remaining

Contractual

Life
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Merger and Acquisitions

CPower

In October 2010 we acquired 00% ownership of CPower an

energy management
and demand response provider for

$77.8 million in cash all of which was paid at closing CPower

designs and manages programs that allow irs customers to reduce

electricity
demand at times of peak usage We have included

CPowers results of operations in our consolidated financial

statements as part
of our NewEnergy business segment since the

date of acquisition

We recorded the major classes of assets acquired and

liabilities assumed as follows

At October 11 2010

Cash and cash equivalents

Other current assets

Goodwill

Acquired intangible assets

Other assets

In millions

4.9

10.8

51.5

13.4

12.0

Total assets acquired 92.6

Total liabilities 14.8

Net assets acquired 77.8

$3.6 million is deductible Jbr tax purposes

The weighted average amortization for these intangibles is

approximately years

The pro-forma impact of this acquisition would not have

been material to our results of operations for the years ended

December 31 2010 2009 and 2008

Boston Generating

In January 2011 we completed the acquisition of Boston

Generatings 2950 MW fleet of generating plants for

approximately $1.1 billion subject to working capital true-up

adjustment The fleet acquired includes the following four

natural
gas power plants and one fuel oil plant located in the

Boston Massachusetts area

Mystic 7574 MW
Mystic and 1580 MW
Fore River787 MW and

Mystic Jet fuel oil plant9 MW
Upon signing an asset purchase agreement in August 2010

we deposited $50.0 million into an escrow account and recorded

this amount as Restricted cash current on our Consolidated

Balance Sheets This deposit plus interest was applied toward the

purchase price at closing in January 2011

We will account for this acquisition as business

combination and beginning in January 2011 we will include

these assets and the related results of operations in our

Generation business segment

Texas Combined Cycle Generation Facilities

In May 2010 we acquired 100% ownership of the 550 MW
Colorado Bend Energy Center and the 550 MW Quail Run

Energy Center natural gas combined cycle generation facilities in

Texas for $372.9 million all of which was paid in cash at

closing We include these facilities as part
of our Generation

business and have included their results of operations in our

consolidated financial statements since the date of acquisition

We recorded the major classes of assets acquired and

liabilities assumed as follows

At May 17 2010

In millions

Current assets 7.1

Property plant and equipment 368.6

Total assets acquired 375.7

Current liabilities 2.8

Net assets acquired $372.9

The pro-forma impact of this acquisition would not have

been material to our results of operations for the years
ended

December 31 2010 2009 and 2008

Criterion Wind Project

In April 2010 we acquired 100% ownership of 70 MW
Criterion wind project to be constructed in Garrett County

Maryland In December 2010 we placed this
facility

in

commercial operation This wind energy project was developed

constructed and is owned by our Generation business

The pro-forma impact of all of the 2010 acquisitions

collectively would not have been material to our results of

operations for the years ended December 31 2010 2009 and

2008

CLT Energy Services Group

On July 2009 we acquired 100% ownership of CLT Energy

Services Group doing business as CLT Efficient Technologies

Group CLT for $21.9 million of which $20.8 million was

paid in cash at closing We include CLT as part of our

NewEnergy business and have included its results of operations

in our consolidated financial statements since the date of

acquisition CLT is an energy
services company that provides

energy performance contracting and energy efficiency

engineering services
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Our final purchase price allocation relared 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 2009

Current assets

Goodwill

Orher assets

In millions

5.7

18.6

2.3

Total assets acquired 26.6

Current liabilities 4.7

Net assets acquired $21.9

100% deductible for tax purposes
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Related Party Transactions

Constellation Energy

CENG

On November 2009 upon rbe sale of membership interesr

in CENG our nuclear generarion and operaridn business ro

EDF we deconsolidared CENG and began accounring for our

50.0 1% membership interesr in CENG as an equity merhod

invesrmenr On November 2010 we closed on

comprehensive agreement with EDF that restructures the

relationship between our two companies

In connection with the closing of the 2009 transaction with

EDF we entered into
power purchase agreement PPA with

CENG with an initial fair value of $0.8 billion under which we

will purchase between 859O0o 0f the output of CENGs nuclear

plants that is not sold to third parties under pre-existing PPAs

over the five year term of the PPA As part of the 2010

comprehensive agreement with EDF the PPA was modified to

be unit contingent for prospective trades beginning in November

2010 through the end of its term in 2014 In addition

beginning on Januafy 2015 and continuing to the end of the

life of the respective plants we will purchase 50.01% of the

output of CENGs nuclear plants and EDF will purchase

49.9 9% of that output

In addition to the PPA in 2009 we entered into power

services agency agreement PSA and an administrative service

agreement ASA The PSA is five-year agreement
under which

we will provide scheduling asset management
and billing

services to CENG and recognize average
annual revenue of

approximately $16 million The ASA was initially one year

agreement that was renewable annually Under the ASA we

provided administrative support services to CENG for fee of

approximately $66 million for 2010 The fees for administrative

support
services are subject to change in future

years
based on

the 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

to CENG by us As part of the 2010 comprehensive agreement

with EDF the ASA was extended through 2017 to include

consumption-based pricing structure in addition to the fixed-

price structure

The impact of transactions under these agreements is

summarized below

Anounr

Amount

Recognized

in Earnings

for the

Recognized

in Eacnings

for the

Period from

Accounts

Receivablel

Year November Accounts

Ended 2009 through ln.umz Payable or

December 31 December 31 Sraremenc December 31

Agreement 2010 2009 Classification 2010

In millions

PPA $900.8 $122.5 Fuel and
purchased $47.6

energy expenses

2.7 Nunregulared16.1

revenues

66.0 10.0 Dpcraring expenses

UNE
We sold our interest in UNE during 2010 We discuss this

transaction in more detail in Note

CEP

On March 31 2008 our NewEnergy business sold its working

interest in 83 oil and natural gas producing wells in Oklahoma

to CEP an equity method investment of Constellation Energy

for total proceeds of approximately $53 million Our NewEnergy

business recognized $14.3 million gain net of the minority

interest gain of $0.7 million on the sale and exclusive of our

28.5% ownership interest in CEP This gain is recorded in

Gains on Sales of Assets in our Consolidated Statements of

Income Loss

BGElncome Statement

BGE is obligated to provide market-based standard offer service

to all of its electric customers for vatying periods Bidding to

supply BGEs market-based standard offer service to electric

customers will occur from time to time through competitive

bidding process approved by the Maryland PSC

Our NewEnergy business will supply portion of BGEs

market-based standard offer service obligation to electric

customers through May 31 2013

The cost of BGEs purchased energy from nonregulated

subsidiaries of Constellation Energy to meet its standard offer

service obligation was as follows

In millions

Electricity purchased for resale

expenses $428.0 $623.5 $802.0

In addition Constellation Energy charges BGE for the

costs of certain corporate funcdons These costs are comprised of

direct charges as well as costs that are allocated based on total

percentage
of expected use by BGE We believe this method of

allocation is reasonable and approximates the cost BGE would

have incurred as an unaffiliated entity Under the Maryland

PSCs October 30 2009 order approving the transaction with

EDFçwe are limited to allocating no mord than 31% of these

cosrl to BGE

The following table presents all of the costs Constellation

Energy charged to BGE in each period both directly-charged

and allocated

Year end ed December 31 2010 2009 2008

In millions

Charges to BGE $184.8 $164.7 $153.6

Other nonregulated affiliates of BGE also charge BGE for

the costs of certain services provided

PEA

ASA 5.5
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BGEBalance Sheet

Through January 2010 BGE participated in cash pooi

under Master Demand Note agrement with Constellation

Energy Under this arrangement participating subsidiaries may

invest in or borrow from the pool at market interest rates

Constellation Energy administers the pooi and invests excess cash

in short-term investments or issues commercial paper to manage

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 2010

BGEs Consolidated Balance Sheets include intercompany

amounts related to BCEs purchasei to meet its standard offer

service obligation BCEs charges to Constellation Energy and its

nonregulated affiliates for certain services it provides them

Constellation Energy and its nonregulated affiliates charges to

BGE and the participation of BGEs employees in the

Constellation Energy defined benefit plans
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Quarterly Financial Data Unaudited

Our quarterly financial informaion has not been audited but in managements opinion includes all adjustments necessary for 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 year may not represent overall trends and changes in operations

2010
Quarterly

Data Constellation
Energy

2010 Quarterly Data BGE
Net

Income
Earnings Lnss Ntr

Lnss Earnings Lnss Per Share Income

Incnme Atsribnrable Per Share of Arrriburable

Loss Net to from Common Income to

from Income Common Operarions
Ssoch from Ncr Cnmmon

Revenues Operarsoes Loss Srock Diluted Dilosed Operarions Income Sroek

is millions except per
share anossncs

Quarrer Ended

March 31 3586.6 415.1 191.3 191.5 0.95 0.95

June 30 3309.9 181.9 83.8 72.6 0.36 0.36

Seprember 30 3968.9 2246.7 1375.0 1406.5 6.99 6.99
December 31 3474.6 406.7 168.1 159.8 0.79 0.79

Year Ended

December 31 $14340.0 0243.0 931.8 982.6 4.90 4.90

in nsilliam

Quarrer Ended

March 31 $1069.3 $136.9 64.4 61.1

June 30 751.5 55.9 17.0 13.7

Seprember 30 856.1 75.6 31.8 28.5

December 31 784.8 85.8 34.4 31.1

Year Ended

December 31 $3461.7 $354.2 $147.6 $134.4

The sum of the quarterly earuiugs per share amounts may uot equal the total for the year due to the effects of rounding aud dilution

First quarter results include

$8.8 million after-tax charge for the deferred income tax expense impact relating to federal subsidies for providing

post-employment prescription drug benefits

$30.9 million after-tax loss for the early retirement of 2012 Notes

$25.7 million after-tax charge for amortization of the basis difference in CENG
$25.7 million after-tax charge for the impact of the PPA with CENG and

$2.9 million after-tax amortization of credit
facility

amendment fees in connection with the EDF transaction

Second
quarter

results include

$37.0 million after-tax charge for amortization of the basis difference in CENG
$29.1 million after-tax charge for the impact of the PPA with CENG and

$2.9 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction

Third quarter results include

$1465.3 million after-tax charge for the impairment of certain of our equity method investments

$31.5 million after-tax charge for amortization of the basis difference in CENG
$28.9 million after-tax charge for the impact of the PPA with CENG
$24.7 million after-tax gain on the sale of our interest in the Mammoth Lakes geothermal generating facility and

$2.9 million after-tax amortization of credit
facility

amendment fees in connection with the EDF transaction

Fourth quarter results include

$21.8 million after-tax charge for an impairment and an adjustment to income tax expenses associated with certain of our

equity method investments

$23.3 million after-tax charge for amortization of the basis difference in CENG
$29.6 million after-tax charge for the impact of the PPA with CENG
$35.4 million after-tax gain on the settlement of an international coal contract dispute

$121.3 million after-tax gain on the comprehensive agreement
with EDF and

$4.9 million after-tax amntrizarion nf credit
facility

amendment fees in connection with the EDF transaction

SXTe discuss these items in Note

Revenues
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2009 Quarterly DataConstellation 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 en

team Income Common Operations stuck from Net Common
Revenues Operations Loss StockS

Diluted Diluted Revenues Operations Income Stock

millions eX crpc per
share umonnrs In millions

Quarter Ended Quarter Ended

March 31 4303.4 2t2.1 119.7 123.5 $0.62 $0.62 MarcIa 31 $1133.7 168.7 85.0 81.7

June 30 3864.1 230.6 28.3 8.1 0.04 0.04 June 30 767.4 54.3 16.0 12.7

September 30 4027.7 534.3 167.4 137.6 0.69 0.69 September 30 866.5 78.7 32.3 28.6

December 31 3403.6 7428.2 4427.4 4421.2 21.96 21.96 December 31 751.4 33.3 42.6 38.2

Year Ended Year Ended

December 31 $15598.8 7981.0 4503.4 4443.4 $22.19 $22.19 December 31 $3579.0 2684 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

$184.2 million after-tax loss on the sale of 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

$5.1 million after-tax charge for the impairment of our investment in CEP LLC
$23.8 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments

$6.0 million after-tax charge for certain long-lived assets that ceased to be used in connection with the divestiture of

majority of our international commodities operation and our Houston-based
gas trading operation

merger termination and strategic altetnatives costs totaling $42.3 million after-tax

workforce reduction costs totaling $4.2 million after-tax and

$3.7 million after-tax amortiaation of credit facility amendment fees in connection with the EDF transaction

Second quarter results include

$123.8 million after-tax loss on the sale of majority of our international commodities operation our Houston-based gas

trading opetation certain other trading operations and uranium market participant the reclassification of losses on

previously designated cash-flow hedges from Accumulated Other Comprehensive Loss and earnings that are no longer patt of

our core business

$59.0 million after-tax charge for the impairment of our shipping joint venture

$6.1 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments

$4.9 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of

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

$1.5 million after-tax chatge 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

$5.2 million after-tax amotization of credit
facility

amendment fees in connection with the EDF transaction

Third
quarter

results include

$62.9 million after-tax loss on the sale of majority of our international commodities operation our H9uston-based gas

trading operation certain other trading operations and uranium market participant the reclassification of losses on

previously designated cash-flow hedges from Accumulated Othet Comptehensive Loss and earnings that are no longer part of

our core business

$19.7 million after-tax charge for the impairment of certain of our nuclear decommissioning trust fund investments

primarily to iuuoitte tax adjustments

$9.0 million after-tax chatge for certain long-lived assets that ceased to be used in connection with the divestiture of

majority of our international commodities operation and out 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

$8.2 million after-tax amortization of credit facility amendment fees in connection with the EDF transaction

Fourth
quatter results include

$4456.1 million after-tax gain on sale of 49.99% membership interest in CENG to EDF
$17.8 million after-tax charge for amortization of the basis difference in CENG
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$1.0 million after-tax loss on the sale of majority
of our international commodities operation our Houston-based gas

trading operation certain other trading operations and 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

$3.6 million after-tax charge for certain long-lived assets that ceased to be used in connections with the divestiture of

majority of our international commodities operation and our Houston-based gas trading operation

$7.1 million after-tax charge for the impairment of BCEs nonregulated subsidiary District Chilled Water net of

noncontrolling interest

$2.8 million after-tax benefit for the impairment of certain of our nuclear decommissioning trust fund investments

primarily due to income tax adjustments

$10.0 million after-tax loss on redemption of our zero coupon senior notes

$67.1 million after-tax charge for BCE customer rate credit

merger termination and strategic alternatives costs benefit totaling $37.4 million after-tax due to true-up for 2008 and

2009 expenses
that became tax deductible

upon
the close of the transaction with EDF on November 2009

workforce reduction costs totaling $2.4 million after-tax and

$20.6 million after-tax credit facility amendment and termination fees in connection with the EDF transaction

We discuss these items in Note
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Item Changes in and Disagreements with Accountants on Accounting and Financial

Disclosure

None

Item 9k 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 3a- 15e and Sd- 15e under

the Securities Exchange Act of 1934 as amended the Exchange Act as of December 31 2010 the Evaluation

Dare Based on such evaluation such officers have concluded that as of the Evaluation Date Constellation Energys

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 BCE have each evaluated the effectiveness of

BCEs disclosure controls and procedures as of the Evaluation Dare Based on such evaluation such officers have

concluded that as of the Evaluation Dare BCEs 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 system
of internal control over financial reporting as defined in

Exchange Act Rule 3a- 15f The Managements Reports on Internal Control Over Financial Reporting of each of

Constellation Energy and BGE are included in Item 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 Energys or BGEs

internal control over financial reporting as such term is defined in Rules 13a-15f and 15d-15f under the Exchange

Act that has materially affected or is reasonably likely to materially affect either Constellation Energys or BGEs

internal control over financial reporting

Item 98. Other Information

None

PART Ill

BCE meets the conditions set forth in General

Instruction I1a and of Form 10-K for reduced

disclosure formar Accordingly all items in this secrion

related to BCE are nor presented

Item 10 Directors Executive Officers

and Corporate Governance

The information required by this item with respect to

directors and corporate governance will be set forth

under Proposal No Election of Directors in the Proxy

Statement and incorporated herein by reference

The information required by this item with
respect

to executive officers of Constellation Energy pursuant

to instruction of paragraph of Item 401 of

Regulation S-K is set forth following Item of Part

of this Form 10-K under Executive Officers of the

Registrant

Item 11 Executive Compensation
The information required by this item will be set forth

under Executive and Director Compensation and Report of

Compensation Committee in the Proxy 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 Ownershzs 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

Plan Category

Equity compensation plans approved

by security holders

Equity compensation plans not

approved by security holders

In thousands

8451

619

$43.44

$43.20

In thousands

12818

Total 9070 $43.43 12818

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 10j and the Constellation Energy Group Inc Management

Long-Term Incentive Plan Designated as Exhibit No 10k 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 4000000 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

nghts gains will be paid in cash in the event of change in control as defined in the plan The plan is administered

by Constellation Energys Chief Executive Officer

Management Long- 7rin Ifrcentive Plan

The Management Long-Term Incentive Plan became effective Februaty 1998 and authorized the issuance of up to

3000000 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 ouxstanding 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 change in control as defined by the plan The plan is administered by

Constellation Energys 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 Rat/lcation of PricewaterhouseCoopers LLP as Independent

Registered Public Accounting Firm for 2011 in the Proxy Statement and incorporated herein by reference

Number of securities

to be issued upon
exercise of

outstanding options

warrants and rights

Weighted-average

exercise price of

outstanding options

warrants and rights

Number of securities remaining

available for future issuance

under equity compensation

plans excluding securities

reflected in item
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PART IV

Item 15 Exhibits and Financial Statement Schedules

The following dbcumenrs are filed as part
of this Report

Financial Statements

Reports of Independent Registered tublic Accounting Firm dated March 2011 of

PricewaterhouseCoopers LLP

Consolidated Statements of Income LossConsrellarion Energy Group for three years ended December 31
2010

Consolidated Balance Sheets Constellation Energy Group ar December 31 2010 and December 31 2009

Consolidated Statements of Cash FlowsConstellation 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 rhtee years ended

December 31 2010

Notes tØ Consolidated Financial Statements

Financial Statement Schedules

Schedule IlValuation and Qualifring Accounts

Schedules other than Schedule II are omitted as not applicable or not required

Exhibits Required by Item 601 of Regulation S-K

Exhibit

Number

2a Agreement and Plan of Reorganization and Corporate Separation Nuclear Designated as Exhibit

No 2a to the Current Report on Form 8-K dated July 2000 File Nos 1-12869 and 1-1910

2b Agreement and Plan of Reorganization and Corporate Separation Fossil Designated as Exhibit

No 2b to the Current Report on Form 8-K dated July 2000 File Nos 1-12869 and 1-1910

2c Asset Purchase Agreement dated as of August 2010 by and among EBG Holdings LLC Boston

Generating LLC Mystic 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

2d Master Agreement dated as of October 26 2010 by and between Electricite de France .A and

Constellation Energy Group Inc Designated as Exhibit No 2.1 to the Current Report on Form 8-K

dated November 2010 File No 1-12869

2e Put Termination Agreement dated as of November 2010 by and among EDF Inc formerly

known as EDF Development Inc E.D.E International S.A Constellation Nuclear LLC and

Constellation Energy Nuclear Group LLC Designated as Exhibit No 2.1 to the Cutrent Report on

Form 8-K dated November 2010 File No 1-12869

3a 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-Kdated December 17 2008 File

No 1-12869

3b Correction to Articles Supplementary to the Charter of Constellation Energy Group Inc as of

November 25 2008 Designated as Exhibit No 3c to the Annual Report on Form 10-K for the

year ended December 31 2008 File Nos 1-12869 and 1-1910

3c 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

3d Articles kof Amendment to the Charter of Constellation Energy Group Inc as of July 21 2008

Designated as Exhibit No 3a to the Quarterly Report on Form 10-Q dated June 30 2008 File

Nos 1-12869 and 1-1910.5

3e Articles Supplementary to the Chatter of Constellation Energy Group Inc as of April 10 2007

Designated as Exhibit 3a to the Current Report on Form 8-K dated April 10 2007 File

No 1-12869

3f Articles Supplementary to the Charter of Constellation Energy Group Inc as of November 20 2001

Designated as Exhibit No 3e to the Annual Report on Form 10-K for the year ended

December 31 2001 File Nos 1-12869 and 1-1910

3g Certificate of Correction to the Charter of Constellation Energy Group Inc as of September 13

1999 Designated as Exhibit No 3c to the Annual Report on Form 10-K for the year ended

December 31 1999 File Nnc 1-17269 snd 1-1910

3h 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

3i Amended and Restated Charter of Constellation Energy Group Inc as of April 30 1999

Designated as Appendix to Post-Effective Amendment No to the Registration Statement on

Form S-4 filed March 1999 File No 33-64799

3j Bylaws of Constellation Energy Group Inc as amended to July 18 2008 Designated as Exhibit

No to the Current Report on Form 8-K dated July 18 2008 File No 1-12869

3k Articles of Amendment to the Charter of BGE as of February 2010 Designated as Exhibit

No 3.1 to the Current Report on Form S-K dated February 2010 File No 1-1910

39 Charter of BGE restated as of August 16 1996 Designated as Exhibit No to the Quarterly

Report on Form 10-Q for the quarter ended September 30 1996 File No 1-1910

3m Bylaws of BGE as amended to February 2010 Designated as Exhibit No 3.2 to the Current

Report on Form 8-K dated February 2010 File No 1-1910

Indenture between Constellation Energy Group Inc and the Bank of New York Trustee dated as of

March 24 1999 Designated as Exhibit No 4a to the Registration Statement on Form S-3 dated

March 29 1999 File No 333-752 17

4b 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 4b to the Registration Statement

on Form S-3 dated January 24 2003 File No 333-102723

4c Indenture dated as of July 24 2006 between Constellation Energy Group Inc and Deutsche Bank

Trust Company Americas as trustee Designated as Exhibit No 4a to the Registration Statement

on Form S-3 filed July 24 2006 File No 333-13599

4d First Supplemental Indenture between Constellation Energy Group Inc and Deutsche Bank Trust

Company Americas as trustee dated as of June 2.7 2008 Designated as Exhibit 4a to the Current

Report on Form 8-K dated June 30 2008 File No 1-12869

4e Indenture dated June 19 2008 between Constellation Energy Group Inc and Deutsche Bank Trust

Company Americas as trustee Designated as Exhibit No 4a to the Quarterly Report on

Form 10-Q for the quarter ended June 30 2008 File Nos 1-12869 and 1-1910

4f Indenture dated July 1985 between BGE and The Bank of New York Successor to

Mercantile-Safe Deposit and trust Company Trustee Designated as Exhibit 4a to the Registration

Statement on Form S-3 File No 2-98443 as supplemented by Supplemental Indentures dated as of

October 1987 Designated as Exhibit 4a to the Current Report on Form 8-K dated

November 13 1987 File No 1-1910 and as of Jhuary 26 1993 Designated as Exhibit 4b to the

Current Report on Form 8-K dated January 29 1993 File No 1-1910

4g 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 4d to the

Registration Statement on Form S-3 dated August 2003 File No 333-107681
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Exhibit

Number

4h Form of Supplemental Indenture between BGE and The Bank of New York as Trustee in connection

with the issuance of th Junior Subordinated Debentures Designated as Exhibit 4e to the

Registration Statement on Form S-3 dated August 2003 File No 333-107681

4i Form of Preferred Securities Guarantee Designated as Exhibit 4f to the Registration Statement on

Form S-3 dated August 2003 File No 333-107681

4j Form of Junior Subordinated Debenture Designated as Exhibit 4e to the Registration Statement on

Form S-3 dated August 2003 File No 333-107681

4k Form of Amended and Restated Declaration of Trust including Form of Preferred Security

Designated as Exhibit 4c to the Registration Statement on Form S-3 dated August 2003 File

No 333-107681

40 Indenture dated as of July 24 2006 between BGE and Deutsche Bank Trust Company Americas as

trustee Designated as Exhibit 4b to the Registration Statement on Form S-3 filed July 24 2006

File No 333-135991

4m First Supplemental Indenture between BGE and Deutsche Bank Trust Company Americas as trustee

dated as of October 13 2006 Designated as Exhibit No 4a to the Quarterly Report on

Form l0-Q for the quarter ended September 30 2006 File Nos 1-12869 and 1-1910

4n Indenture and Security Agreement dated as of July 2009 between BGE and Deutsche Bank Trust

Company Americas as trustee including form of BGE Officers Certificate and form of Senior

Secured Bond Designated as Exhibit Nos 4u and 4ul to Post-Effective Amendment No to

the Registration Statement on Form S-3 dated July 2009 File Nos 333-157637 and

333-157637-01

Supplemental Indenture No dated as of October 2009 to the Indenture and Security

Agreement dated as of July 2009 between BGE and Deutsche Bank Trust Company Americas as

trustee Designated as Exhibit No 4c to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2009 File Nos 1-12869 and 1-1910

BGE Deed of Easement and Right-of-Way Grant dated as of July 2009 Designated as Exhibit

No 4u2 to Post-Effective Amendment No to the Registration Statement on Form S-3 dated

July 2009 File Nos 333-157637 and 333-157637-01

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 2007 File No 1-19 10

Series Supplement to Indenture dated as of June 29 2007 by and between RS BondCo LLC and

Deutsche Bank Trust Company Americas as Trustee and Securities Intermediary Designated as

Exhibit No 4b to the Quarterly Report on Form 10-Q for the quarter ended September 30 2009

File No 1-110

Replacement Capital Covenant dged June 27 2008 Designated as Exhibit No 4b to the Current

Report on Form 8-K dated June 30 2008 File No 1-12869

4t Officers Certificate dated December 14 2010 establishing the 5.15% Notes due December 2020

of Constellation Energy Group Inc with the form of Notes attached thereto Designated as Exhibit

No 4b to the Curtent Report on Form 8-K dated December 14 2010 File No 1-12869

10a Executive Annual Incentive Plan of Constellation Energy Group Inc as amended and restated

Designated as Exhibit No 10d to the Quarterly Report on Form 10-Q for the
quarter

ended

September 30 2008 File Nos 1-12869 and 1-1910

10b Constellation Energy Group Inc Nonqualified Deferred Compensation Plan as amended and

restated Designated as Exhibit No 10b to the Annual Report on Form 10-K for the year ended

December 31 2008 File Nos 1-12869 and 1-1910

10c Constellation Energy Group Inc Deferred Compensation Plan for Non-Employee Directors as

amended and restated Designated as Exhibit No 10c 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

90d Constellation Energy Group Inc Benefits Restoration Plan amended and restated effective June

2010 Designated as Exhibit No 10b to the Quarterly Report on Form 10-Q for the
quarter ended

June 30 2010 File Nos 1-12869 and 1-1910

10e Constellation Energy Group Inc Supplemental Pension Plan as amended and restated Designated

as Exhibit No 10e to the Annual Report on Form 10-K for the year ended December 31 2008

File Nos 1-12869 and 1-1910

10f Constellation Energy Group Inc Senior Executive Supplemental Plan as amended and restated

Designated as Exhibit No 10f to the Annual Report on Form 10-K for the year ended

December 31 2008 File Nos 1-12869 and 1-1910

1Og Constellation Energy Group Inc Executive Supplemental Benefits Plan as amended and restated

Designated as Exhibit No 10a to the Quarterly Report on Form 10-Q for the quarter ended

June 30 2008 File Nos 1-12869 and 11910

90h Constellation Energy Group Inc 1995 Long-Term Incentive Plan as amended and restated

Designated as Exhibit No 10b to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2004 File Nos 1-12869 and 1-1910

90i Constellation Energy Group Inc Executive Long-Term Incentive Plan as amended and restated

Designated as Exhibit 10b to the Quarterly Report on Form 10-Q for the
quarter

ended

September 30 2006 File Nos 1-12869 and 1-1910

90j Constellation Energy Group Inc 2002 Senior Management Long-Term Incentive Plan as amended

and restated Designated as Exhibit 10c to the Quarterly Report on Form 10-Q for the quarter

ended September 30 2006 File Nos 1-12869 and 1-1910

90k Constellation Energy Group Inc Management Long-Term Incentive Plan as amended and restated

Designated as Exhibit 10d to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2006 File Nos 1-12869 and 1-1910

900 Constellation
Energy Group Inc Amended and Restated 2007 Long-Tetm Incentive Plan

Designated as Exhibit No 10.1 to the Current Report on Form 8-K dated June 2010 File

No 1-12869

90m Consent of Mayo 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

10n Consent of Michael Wallace to termination of change-in-control agreement Designated as Exhibit

No 10.2 to the Current Report on Fotm 8-K dated December 10 2009 File No 1-12869

90o Consent of Henry 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

1Op Ratt Stalilization 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 2007 File No 1-1910

Oq Administration Agreement dated as of June 29 2Q07 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 2007 File No 1-1910

10r Second Amended and Restated Operating Agreement dated as of November 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.E 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

10s Amendment No 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

10t Amendment No 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 formedy known as EDF Development Inc and E.D.E International S.A
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Exhibit

Number

10u Amendmenr No to the Second Amended and Restated Operating Agreement of Constellation

Energy Nuclear Giuup LLC by and
aiiioiig

Constellation Nucleat LLC CE Nucleas LLC
EDF Inc fortherly known as EDF Development Inc and E.D.E International S.A Designated as

Exhibit No 10.1 to the Current Report on Form 8-K dated November 2010 File No 1-12869

10v Credit Agreement dated as of October 15 2010 among Constellation Energy Group Inc Bank of

America N.A as 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

10w Termination
Agreement

dared as of November 2010 by nd among EDF Inc formerly known as

EDF Development Inc E.D.E International S.A and Constellation Energy Group Inc

Designated as Exhibit No 10.2 to the Current Report on Form 8-K dated November 2010 File

No 1-12869

10x Form of Grant Agreement for Stock Units with Sales Restriction

12a Constellation Energy Group Inc and Subsidiaries Computation of Ratio of Earnings to Fixed

Charges

12b 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

23a Consent of PricewaterhouseCoopers LLP Independent Registered Public Accounting Firm

23b Consent of PricewaterhouseCoopers LLP Independent Registered Public Accounting Firm for

Constellation Energy Nuclear Group LLC

31a Certification of Chairman of the Board President and Chief Executive Officer of Coostellation

Energy Group Inc pursuant to Section 302 of the Sarbanes-Oxlcy Act of 2002

1b 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

31c Certification of President and Chief Executive Officer of Baltimore Gas and Electric Company

pursuant to SeLrion 302 0f the Sarbanes-Oxley Act of 2002

31d Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company

pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32a 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

32b 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

32c 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

32d 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

99a Audited Financial Statements of Constellation Energy Nuclear Group LLC

99b Operating Agreement dated as of February 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 2010 File Nos 1-12869 and 1-1910
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Exhibit

Number

99c Contribution Agreement dated as of February 2010 by and among Constellation Energy

Group Inc BCE and RF HoldCo LLC Designated as Exhibit No 99.2 to the Current Report on

Form 8-K dated February 2010 File Nos 1-12869 and 1-1910

99d Purchase Agreement dated as of February 2010 by and between RF HoldCo LLC and CSS

Holdings BCE Utility Inc Designated as Exhibit No 99.3 to the Current Report on Form 8-K

dated February 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

101.1.AB XBRL Taxonomy Label Linkbase Document

101.CAL XBRI Taxonomy Calculation Linkbase Document

101.DEF XBRL Taxonomy Definition Linkbase Document

Management contract or compensatory plan or arrangement

Incorporated by Reference

In accoi-dance 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 TIVALUATION AND QUALIFYING ACCOUNTS

Column Column Column Column Column

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 nergy

Accumulated Ptovision for

Uncollectibles

2010 160.6 76.2 27.6 91.5C $172.9

2009 240.6 71.2 5.0A 146.2C 160.6

2008 44.9 127.1 102.3 33.7C 240.6

Valuation Allowance

Net unrealized gain loss on

available for sale securities

2010 2.8 0.0D 2.9

2009 2.1 3.6 1.3D 2.8

2008 17.3 7.0 0.3 12.1 2.1

Net unrealized gain loss on

nuclear decommissioning trust

Rinds

2010

2009 49.6 20l.0D 250.6

2008 256.7 207.1 49.6

BGE

Accumulated Provision for

Uncollectibles

2010 47.2 45.6 56.9C 35.9

2009 34.2 41.8 28.8C 47.2

2008 21.1 34.S 2L4C 34.2

Represents amounts recorded as an increase to nonregulated revenues resulting from settlement with

counterparty
that was in default

Represents amounts rectirded as reduction to nonregulated revenues resulting from liquidated damages claims

upon termination of derivatives or other contracts which were determined to be uncollecrible

Represents principally net amounts charged off as uncollecrible

Represents amounts recorded in or reclassified from accumulated other comprehensive loss

Represents sale of marketable security

Represents decrease due to the deconsolidation of CENG
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 Constellation Energy

Group Inc the Registrant has duly caused this Report to he signed on its behalf by the undersigned rhereunto duly

authorized

CONSTELLATION ENERGY GROUP INC

REGISTIW4T

Date March 2011 By Is MYo SHAYITUCK III

Mayo Shattuck III

Chairman of the Boarch 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

By Is Shattuck III

Shattuck III

Chairman of the Board

President Chief Executive

Officer and Director

March 2011

Principal financial officer

Principal accounting officer

Hrabowski III

Senior Vice President and

Chief Financial Officer

Vice President Chief

Accounting Officer and

Controller

Director March 2011

liiirecror March 2011

Director March 2011

Director March 2011

Director March 2011

Signature Title

Principal executive officer and director

Date

By Is Thayer

Thayer

By Is Wright

Wright

Directors

March 2011

March 2011

Is de Balmann

de Balmann

Is Berzin

Berzin

Is Brady

Brady

Is Curriss

Curtiss

Is Hrabowski III
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Signature Tide Date

1sf Lampwn Director March 2011

Lampton

Is Lawless Director March 2011

Lawless

Is Skolds Director March 2011

Skolds

Is Sullivan Director March 2011

Sullivan
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Pursuant to the requirements of Section 13 or 15d 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 2011 By Is KENNETH DEFONTES JR

Kenneth 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

Principal financial and accounting officer

By Is .V Khouzami

Khouzaini

Directors

Is Sullivan

Sullivan

Is Brady

Brady

Is Haskins Jr

Ijaskins Jr

Is Hayden

Hayden

Is Shattuck III

Shattuck III

Wallace

President Chief Executive

Officer and Director

Chief Financial Officer and March 2011

Treasurer

Chairman of the Board of March 2011

Directors

Director March 2011

Signature Tide

Principal executive officer and director

By Is DeFontes Jr

DeFontes Jr

Date

March 2011

Director March 2011

Director March 2011

Director March 2011

Director March 2011

Wallace
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EXHIBIT INDEX

Exhibit

Number

2a Agreement and Plan of Reorganization and Corporate Separation Nuclear Designated as Exhibit

No 2a to the Current Report on Form 8-K dated July 2000 File Nos 1-12869 and 1-1910

2h Agreement and Plan of Reorganization and Corporate Separation Fossil Designated as Exhibit

No 2b to the Current Report on Form 8-K dated July 2000 File Nos 1-12869 and 1-1910

2c Asset Purchase Agreement dated as of August 2010 by and among EBG Holdings LLC Boston

Generating LLC Mystic 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

2d Master Agreement dated as of October 26 2010 by and between Electricite de France S.A and

Constellation Energy Gioup Inc Designated as Exhibit 2.1 to the Cutient Report on Form 8-K

dated November 2010 File No 1-12869

2e Put Termination Agreement dated as bf November 2010 by and among EDF Inc formerly known

as EDF Development Inc E.D.E 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 2010 File No 1-12869

3a 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

3b Correction to Articles Supplementary to the Charter of Constellation Energy Group Inc as of

November 25 2008 Designated as Exhibit No 3c to the Annual Report on Form 10-K for the year

ended December 31 2008 File Nos 1-12869 and 1-1910

3c 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

3d Articles of Amendment to the Charter of Constellation Energy Group Inc as of July 21 2008

Designated as Exhibit No 3a to the Quarterly Report on Form 10-Q dated June 30 2008 File

Nos 1-12869 and 1-1910

3e Articles Supplementary to the Charter of Constellation Energy Group Inc as of April 10 2007

Designated as Exhibit 3a to the Current Report on Form 8-K dated April 10 2007 File

No 1-12869

3f Articles Supplementary to the Charter of Constellation Energy Group Inc as of November 20 2001

Designated as Exhibit No 3e to the Annual Report on Form 10-K for the year ended December 31

2001 File Nos 1-12869 and 1-1910

3g Certificate of Correction to the Charter of Constellation Energy Group Inc as of September 13 1999

Designated as Exhibit No 3c to the Annual Report on Form 10-K for the year ended December 31

1999 File Nos 1-12869 and 1-1910

3h Articles Supplementary to the Charter of Constellation Energy Group Inc as of July 19 1999

Designated as Exhibit No 99.1 to the Curtent Report on Form 8-K dated July 19 1999 File

Nos 1-12869 and 1-1910

3i Amended and Restated Charter of Constellation Energy Group Inc as of April 30 1999 Designated

as Appendix to Post-Effective Amendment No to the Registration Statement on Form S-4 filed

March 1999 File No 33-64799

3j Bylaws of Constellation Energy Group Inc as amended to July 18 2008 Designated as Exhibit

No to the Current Report on Form 8-K dated July 18 2008 File No 1-12869

3k Articles of Amendment to the Charter of BGE as of February 2010 Designated as Exhibit No 3.1

to the Current Report on Form 8-K dated February 2010 File No 1-1910
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Exhibit

Number

30 Charter of BGE restated as of August 16 1996 Designated as Exhibit No 3-to the Quarterly Report

on Form lO-Q for the quartet ended September 30 1996 File No 1-19 10

3m Bylaws of BGE as amended th Febtuary 2010 Designated as Exhibit No 3.2 to the Current

Report on Form 8-K dated February 2010 File No 1-1910

4a Indenture between Constellation Energy Group Inc and the Bank of New York Trustee dated as of

Match 24 1999 Designated as Exhibit No 4a to the Registration Statement on Form S-3 dated

Match 29 1999 File No 333-75217

4b First Supplemental Indenture between Constellation Enetgy Group Inc and the Bank of New York

Trustee dated as of January 24 2003 Dsignated as Exhibit No 4b to the Registration Statement on

Form S-3 dated January 24 2003 File No 333-102723

4c Indenture dated as of July 24 2006 between Constellation Energy Group Inc and Deutsche Bank

Trust Company Ameticas as trustee Designated as Exhibit No 4a to the Registration Statement on

Form S-3 filed July 24 2006 File No 333-135991

4d 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 4a to the Curtent

Repott on Form 8-K dated June 30 2008 File No 1-12869

4e Indenture dated June 19 2008 between Constellation Energy Group Inc and Deutsche Bank Trust

Company Americas as trustee Designated as Exhibit No 4a to the Quarterly Repott on Fotm l0-Q

for the quarter ended June 30 2008 File Nos 1-12869 and 1-1910

4f Indenture dated July 1985 between BGE and The Bank of New York Successor to Mercantile-Safe

Deposit and trust Company Trustee Designated as Exhibit 4a to the Registration Statement on

Form S-3 File No 2-98443 as supplemented by Supplemental Indentutes dated as of Octobet

1987 Designated as Exhibit 4a to the Current Report on Fotm 8-K dated November 13 1987 File

No 1-1910 and as of January 26 1993 Designated as Exhibit 4b to the Current Report on

Fotm 8-K dated January 29 1993 File No 1-1910

4g 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 4d to the

Registration Statement on Form S-3 dated August 2003 File No 333-107681

4h Form of Supplemental Indenture between BGE and The Bank of New York as Trustee in connection

with the issuance of the Junior Subordinated Debentutes Designated as Exhibit 4e to the

Registration Statement on Form S-3 dated August 2003 File No 333-107681

4i Form of Preferred Securities Guarantee Designated as Exhibit 4f to the Registration Statement on

Form S-3 dated August 2003 File No 333-107681

4j Form of Juaiot Subordinated Debenture Designated as Exhibit 4e to the Registtation Statement on

Form S-3 dated August 2003 File No 333-107681

4k Form of Amended and Restated Declaration of Trust including Form of Preferred Security

Designated as Exhibit 4c to the Registration Statement on Form S-3 dated August 2003 File

No 333-107681

40 Indenture dated as of July 24 2006 between BGE and Deutsche Bank Trust Company Americas as

trustee Designated as Exhibit 4b to the Registration Statement on Fotm S-3 filed July 24 2006 File

No 333-135991

4m First Supplemental Indenture between BGE and Deutsche Rank Trust Company Americas as trustee

dated as of October 13 2006 Designated as Exhibit No 4a to the Quarterly Report on Form 10-Q

for the quarter ended September 30 2006 File Nos 1-12869 and 1-1910

4n Indenture and Security Agreement dated as of July 2009 between BGE and Deutsche Bank Trust

Company Americas as trustee including form of BGE Officers Certificate and form of Senior Secured

Bond Designated as Exhibit Nos 4u and 4ul to Post-Effective Amendment No to the

Registration Statement on Form S-3 dated July 2009 File Nos 333-157637 and 333-157637-01
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Exhibit

Number

t4o Supplemental Indenture No dated as of Ocrobet 2009 to the Indenture aild Security Agteement

dated as of July 2009 between BGE and Deutsche Bank Trust Company Americas as trustee

Designated as Exhibit No 4e to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2009 File Nbs 1-12869 and 1-1910

4p BGE Deed of Easement and Right-of-Way Grant dated as of July 2009 Designated as Exhibit

No 4u2 to Post-Effective Amendment No to the Registration Statement on Form dated

July 2009 File Nos 333-157637 and 333-157637-01

Indenture dared 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 2007 File No 1-19 10

4r 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 4b to the Quarterly Report on Form 10-Q for the quarter ended September 30 2009 File

No 1-1910

4s Replacement Capital Covenant dated June 27 2008 Designated as Exhibit No 4b so the Current

Report on Form 8-K dated June 30 2008 File No 1-12869

4t Officers Certificate dated December 14 2010 establishing the 5.15o Notes due December 2020

of Constellation Energy Group Inc with the form of Notes attached thereto Designated as Exhibit

No 4b to the Current Report on Form 8-K dated December 14 2010 File No 1-12869

10a Executive Annual Incentive Plan of Constellation Energy Group Inc as amended and restated

Designated as Exhibit No 10d to the Quarterly Report on Form 10-Q for the quarter ended

Scprcmbcr 30 2008 File Nw 1-12869 and 1-1910

10b Constellation Energy Group Inc Nonqualified Deferred Compensation Plan as amended and restated

Designated as Exhibit No 10b to the Annual Report on Form 10-K for the year ended

December 31 2008 File Nos 112869 and 1-1910

10c Constellation Energy Group Inc Deferred Compensation Plan for Non-Employee Directors as

amended and restated Designated as Exhibit No 10c to the Annual Report on Form 10-K for the

year
ended December 31 2008 File Nos 1-12869 and 1-1910

lod Constellation Energy Group Inc Benefits Restoration Plan amended and restated effective June

2010 Designated as Exhibit 10b to the Quarterly Report on Form I0-Q for the quarter ended

June 30 2010 File Nos 1-12869 and 1-1910

-i-tlOe Constellation Energy Group Inc Supplemental Pension Plan as amended and restated Designated as

Exhibit No 10e to the Annual Report on Form 10-K for the
year ended December 31 2008 File

Nos 1-12869nd 1-1910

10f Constellation Energy Group Inc Senior Executive Supplemental Plan as amended and restated

Designated as Exhibit No 10f to the Annual Report on Form 10-K for the year ended

December 31 2008 File Nos 1-12869 and 1-1910

10g Constellation Energy Group Inc Executive Supplemdnral Benefits Plan as amended and restated

Designated as Exhibit No 10a to the Quarterly Report on Form 10-Q for the quarter ended

June 30 2008 File Nos 1-12869 and 1-1910

-i10h Constellation Energy Group Inc 1995 Long-Term Incentive Plan as amended and restated

Designated as Exhibit No 10b to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2004 File Nos 1-12869 and 1-1910

10i Constellation Energy Group Inc Executive Long-Term Incentive Plan as amended and restated

Designated as Exhibit 10b to the Quarterly Report on Form 10-Q for the quarter ended

September 30 2006 File Nos 1-12869 and 1-1910

1oj Constellation Energy Group Inc 2002 Senior Management Long-Term Incentive Plan as amended

and restated Designated as Exhibit 10c 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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Number

10k Constellation Energy Group Inc Management Long-Term Incenrive Plan as mended and restated

Designated as Exhibit 10d to the Quarterly Report on Form 10-Q for the
quarter

ended

September 30 2006 File Nos 1-12869 and 1-1910

10l 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 2010 File No 1-12869

t10m Consent of Mayo 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

10n Consent of Michael 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

10o Consent of Henry 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

10p Rate Stabilization Property Servicing Agreement dared 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 2007 File No 1-1910

10@ 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 2007 File No 1-1910

10r Second Amended and Restated Operating Agreement dated as of November 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.E 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

10s Amendment No to the Second Amended and Restated Operating Agreement of Cotisrellarion Energy

Nuclear Group LLC by and among Constellation Nuclear LLC CE Nuclear LLC EDF Inc

formerly known as EDF Development Inc and E.D.E International S.A

10r Amendment No 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.E International S.A

10u Amendment No 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

fnrmerly known as FDF Develnpmenr Inc and E.D.F Inrernarinnal SA esignared as Exhihr

No 10.1 to the Current Report on Form 8-K dated November 2010 File No 1-12869

10v Credit Agreement dated as of October 15 2010 among Constellation Energy Group Inc Bank of

America NA as letter of credit issuing bank swingline lender and administrative agent Banc of

America Securities LLC Citigroup Global Markers 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

10w Termination Agreement dared as of November 2010 by and among EDF Inc formerly known as

EDF Development Inc E.D.E International S.A and Constellation Energy Group Inc Designated

as Exhibit No 10.2 to the Current Report on Form 8-K dated NoVember 2010 File No 1-12869

10x Form of Grant Agreement for Stock Units with Sales ResrriŁrion

12a Constellation Energy Group Inc and Subsidiaries Computation of Ratio of Earnings to Fixed Charges

12b 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

178



Exhibit

Number

23a Consent of PricewaterhouseCoopers LLP Independent Registered Public Accounling Firm

23hl Consent of PricewarerhouseCnnpers LLP Independent Registered Public Accounring Firm for

Constellation Energy Nuclçar roup LLC

31a Certification of Chairman of the Board Presidenr and Chief Executive Officer of Constellation Energy

Group Inc
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31b Certification of Senior Vice President and Chief Financial Officer of Constellation Energy Group Inc

pursuant to Section 302 of rhe Sarbanes-Oxley Act of 2002

31c Certification of President and Chief Executive Officer of Balrimore Gas and Electric Company pursuant

to Section 302 of the Sarbanes-Oxley Act of 2002

31d Certification of Chief Financial Officer and Tressurer of Baltimore Gas and Electric Company pursuant

to Section 302 of the Sarbanes-Oxley Act of 2002

32a 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

32b 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

32c 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

32d Certification of Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company putsuant

to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

99a Audited Financial Statements of Constellation Energy Nuclear Group LLC

99b Operating Agreement dated as of February 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 2010 File Nos 1-12869 and 1-1910

99c Contribution Agreement dated as of February 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 2010 File Nos 1-12869 and 1-1910

99d Purchase Agreement dared as of February 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 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 nor 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 nor 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 12a

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 $4503.4 $13 18.4 834.4 762.5

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 2978.1 83.6 419.2 343.1

Adjusted Loss Income $1657.0 $7421.5 $1398.0 $1241.6 $1091.7

Fixed Charges

Inrerest 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 BCE 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 $1301.4 $7871.8 923.8 $1656.9 $1437.5

Ratio of Earnings to Fixed Charges N/A 14.76 N/A 3.84 4.05

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 frbm discontinued

operations that includes earnings of Constellation Energys 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 BGEs preference stock dividends and fixed charges including

the amortization of capitalized interest but excluding the capitalization of interest

N/A Due to the loss for the twelve months ended December 31 2010 the ratio
coverage was less than 11

We would have needed to generate
additional earnings of $1685.4 million to achieve ratio

coverage

of 11

Due to the loss for the twelve months ended December 31 2008 the ratio
coverage

was less than 11

We would have needed to generate
additional earnings of $1444.7 million to achieve ratio coverage

of 11



Exhibit 12b

BALTIM9RE 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 nd

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

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 18.5 223 21.2

Total Fixed Charges and Preferred and Preference

Dividend Requirements $158.0 $165.7 $163.0 $150.5 $126.1

Earnings $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

Preferred and preference dividend requirements consist of an amount equal to the pre-rax earnings that

would be required to meet dividend requirements on preferred stock and preference stock

Earnings are deemed to consist of income from continuing operations before extraordinary loss that

includes
earnings of BCEs 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 Delawate

Constellation Holdings Inc Maryland

Constellation Investments Inc Maryland

Constellation Power Inc Matyland

Constellation Real Estate Group Inc Maryland

Constellation Enterprises Inc Maryland

Constcllatiun Encrgy Commodities Gioup Inc Dclaware

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 Poinr Nuclear Station LLC Delaware

RE Ginna Nuclear Power Plant LLC Maryland

The names of certain indirectly owned subsidiaries have been omitted because considered in the
aggregate as

single subsidiary they would not constitute sigf1cant subsidiary pursuant to Rule 1-02w of

Regulation S-X



Exhibit 23a

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Cnncrellarinn
Energy Group Inc

We hereby consent to the incorporation by refrence in the Registration Statements on Form 5-3 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 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

Balrimore Maryland

March 12011

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 2011 relating to the

financial statements and financial statement schedule which
appears

in this Form 10-K

PAIazteztu4ozcchopeu LLP

PRICEWATERHOUSECOOPERS LLP

Baltimore Maryland

March 2011



Exhibit 23b

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Constellation Enetgy Gtoup Inc

We heteby consent to the incotpotation tŁfetence in the Registration Statements on Fotm S-3 Nos 333-157637

and 333-157693 and Fotm S-8 Nos 33-59545 333-46980 333-89046 333-129802 333-143260 and

333-167336 of Constellation Enetgy Gtoup Inc of out tepott
dated January 21 2011 telating to the financial

statements of Constellation Enetgy Nucleat Gtoup LLC which appeats
in this Fotm 10-K

PRICEWATERHOUSECOOPERS LLP

Baltimore Maryland

Match 2011



Exhibit 31a

CONSTELLATION ENERGY GROUP INC

CERTIFICATION

Mayo Shattuck III certifr that

have teviewed this report on Form 10-K of Constellation Energy Group Inc

Based on my knowledge this repott does not contain any untrue statement of material fact or omit to

state material fact necessary to make the statements made in light of the circumstances under which such statements

were made not misleading with tespect to the period covored by this report

Based on my knowledge the financial statements and other financial infotmation 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

The registrants other
certifjiing officers and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 3a- 15e and Sd- 15e and internal control over

financial reporting as defined in Exchange Act Rules 13a-15f and 15d-15f for the registrant and have

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

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

Evaluated the effectiveness of the registrants 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

Disclosed in this
report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal
quarter the registrants fourth

quarter
in the case of an annual

report that has materially affected or is reasonably likely to materially affect the registrants internal control over

financial reporting and

The registrants other
certifjting officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants Board

of Directors or persons performing the equivalent functions

All signfficant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves maiiagement or other employees who have

significant role in the registrants internal control over financial reporting

Date March 2011

Is MAYO SHArFUCK III

Chairman of the Board President and Chief Executive Officer



Exhibit 31b

CONSTELLATION ENERGY GROUP INC

CERTIFICATION

Jonathan Thayer certifr that

have teviewed this tepott on Fotm 10-K of Constellation Enetgy Group Inc

Based on my knowledge this tepott does not contain any unttue statement of material fact ot omit to

state material fact necessaty to make the statements made in light of the citcumstances undet which such statements

wete made not misleading with
respect to the petiod coveted by this

teport

Based on my knowledge the financial statements and othet financial infotmation included in this tepott

faitly ptesent in all material tespects the financial condition tesults of operations and cash flows of the
tegisttant as of

and fot the petiods presented in this tepott

The tegisttants othet certifing officets and ate responsible fot establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 3a- 15e and 5d- l5e and internal control ovet

financial tepotting as defined in Exchange Act Rules 3a-1 5f and Sd-I 5f fot the registrant and have

Designed such disclosure controls and ptocedutes or caused such disclosure controls and procedutes 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

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

Evaluated the effectiveness of the registrants 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 coveted by this report based on such evaluation and

Disclosed in this
report any change in the registrants internal control over financial reporting that

occurred during the registrants moat recent fiscal quarter the registrants fourth quarter in the case of an annual

report that has materially affected or is reasonably likely to materially affect the registrants internal control over

financial reporting and

The registrants other cerrifting officersI and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants Board

of Directors or persons performing the equivalent functions

All sighificaAr deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who hive

significant role in the registrants internal control over financial reporting

Date March 2011

Is JONATHAN THAYER

Senior Vice President and Chief Financial Officer



Exhibit 31c

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

Kenneth DeFontes Jr certifr that

have reviewed this tepott on Fotm 10-K of Baltimore Gas and Electric Company

Based on my knowledge this report does not contain any untrue statement of material fact or omit to

state 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

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 fnr the periods presented in this
report

The registrants other certiing officers and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 3a- 15e and Sd- 15e and internal control over

financial reporting as defined in Exchange Act Rules 13a-1 5f and Sd- 15f for the registrant and have

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

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

Evaluated the effectiveness of the registrants 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

Disclosed in this
report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal
quarter the registrants fourth quarter in the case of an annual

report that has materially affected or is reasonably likely to materially affect the registrants internal control over

financial reporting and

The registrants other certiing officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants Board

of Directors or persons performing the equivalent functions

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 registrants ability to record process

summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

Date March 2011

Is KENNETH DEFONTES JR

President and Chief Executive Officer



Exhibit 31d

BALTIMORE GAS AND ELECTRIC COMPANY

CERTIFICATION

Carim Khouzami certifr that

have teviewed this repott on Fotm 10-K of Baltimore Gas and Electric Company

Based on my knowledge this
tepott

does not contain any uottue statement of material fact ot omit to

state material fact
necessary to make the statements made in light of the citcumstances undet which such statements

wete made not misleading with tespect to the petiod covered by this
tepott

Based on my knowledge the financial statements and othet financial infotmation included in this tepott

fairly present in all material tespects the financial condition tesults of opetations and cash flows of the tegisttant as of

and for the periods ptesented in this report

The registrants other certiring officers and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 3a- 15e and 5d- 15e and internal control over

financial reporting as defined in Exchange Act Rules 3a-1 5f and Sd-I 5f for the registrant and have

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 particularlji during the period in

which this
report

is being prepared

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

Evaluated the effectiveness of the registrants 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

Disclosed in this
report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth
quarter

in the case of an annual

report that has materially affected or is reasonably likely to materially affect the registrants internal control over

financial reporting and

The registrants other certiing officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the registrants Board

of Directors or persons performing the equivalent functions

All significastt deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record process

summarize and report financial informatioh and

Any fraud whether or not material that involves maTnagement or other employees who have

significant role in the registrants internal control over financial reporting

Date March 2011

Is CARIM KHOUZAMI

Chief Financial Officer and Treasurer



Exhibit 32a

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Mayo Shattuck III Chairman of the Board President and Chief Executive Officer of Constellation Energy

Group Inc certifr pursuant to 18 U.S.C Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act

of 2002 that to my knowledge

The accompanying Annual Report on Form 10-K for the year ended December 31 2010 hilly complies

with the requirements of Section l3a or Section 15d of the Securities Exchange Act of 1934 as amended and

ii The information contained in such Feport fairly presents
in all material respects the financial condition and

results of
operations

of Constellation
Energy Gtnup Inc

Is MAYo SHAnUCK III

Mayo Shattuck III

Chairman of the Board President and Chief Executive Officer

Date March 2011



Exhibit 32b

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Jonathan Thayer Senior Vice President and Chief Financial Officer of Constellation Energy Group Inc certi5r

pursuant to 18 U.S.C Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge

The accompanying Annual Report on Form 10-K for the year ended December 31 2010 fully complies

with the requirements of Section 13a or Section 15d 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

Is JONATHAN THAmR

Jonathan Thayer

Senior Vice President and Chief Financial Officer

Date March 2011



Exhibit 32c

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Kenneth DeFontes Jr President and Chief Executive Officer of Baltimore Gas and Electric Company certi5

pursuant to 18 U.S.C Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge

The accompanying Annual Report on Form 10-K for the year ended December 31 2010 fully complies

with the requirements of Section 13a or Section 15d 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 DEFONTES JR

Kenneth DeFontes Jr

President and Chief Executive Officer

Date March 2011



Exhibit 32d

CERTIFICATION PURSUANT TO
18 U.S.C SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Carim Khouzami Chief Financial Officer and Treasurer of Baltimore Gas and Electric Company cerrifjr pursuant

to 18 U.S.C Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to my
knowledge

The accompanying Annual Report on Form 10-K for the year ended December 31 2010 thlly complies

with the requirements of Section 13a or Section 15d of the Securities Exchange Act of 1934 as amended and

ii The information contained in such report fairly presenrs in all material respects the financial condition and

results of operations of Baltimore Gas and Electric Company

Is CARIM KHOUZAMI

Carim Khouaami

Chief Financial Officer and Treasurer

Date March 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Th the Board of Directors and Members of

Constellation Energy Nuclear Group LLC

In our opinion the accompanying consolidated balance sheets

and the related cnnsnlidated ctatementc nf incnme changes in

members equity and comprehensive income and of cash flows

present fairly in all material respects the financial position of

Constellation Energy Nuclear Group LLC and its subsidiaries

the Company at December 31 2010 and 2009 and the

results of their operations and their cash flows for the year

ended December 31 2010 and the period from November

2009 to December 31 2009 in conformity with accounting

principles generally accepted in the United States of America

These financial statements are the responsibility of the

Companys management Our responsibility is to express an

npinion nn thece financisI statementc haced on nur auditc We

conddcted our audits of these statements in accordance with

the standards of the Public Company Accounting Oversight

Board United States Those standards require that we plan

and perform the audit to obtain reasonable assurance about

whether the financial statements are free of matetial

misstatement An audit includes_examining on test basis

evidence supporting the amounts and disclosures in the

finsncial craremenrs assessing
the scenhintirig principles used

and significant estimates made by management and evaluating

the overall financial statement presentation We believe that our

audits provide reasonable basis for out opinion

The results of operations and cash flows of the Company

for 2009 are presented for the period November 2009 to

December 31 2009 subsequent to the transaction described in

Note As discussed in Note to the financial statements the

Company has entered into significant transactions with related

patties

January 21 2011



CONSOLIDATED STATEMENTS OF INCOME

Constellation Energy Nuclear Group LLC

For the year ended

December 31 2010

In Thousands

For the period

November through

December 31 2009

of US Dollars

The accompanying notes are an integral part of these consolidated financial statements

Revenues

Sales under power purchase agreements PPA
Constellation Energy Commodities Group Inc CECG
EDF Trading North America LLC

Unrelated parties

Non-PPA sales to unrelated parties

Capacity and ancillary service revenues from unrelated parties

900870

92854

415893

11457

154230

$122478

7642

59332

2408

25698

Total revenues 1575304 217558

Expenses

Amortization of nuclear fuel

Department of Energy waste disposal fees

Purchased
energy

Independent system operator and related charges

Compensation-related expenses

Contractual services professional services and staff augmentation

Support services from Constellation Energy Group Inc

Power services
agency charges from CECG

Depreciation

Accretion of asset retirement obligations

Property taxes

Materials supplies and equipment expense

Regulatory fees

Insurance

Other expenses

Less amounts reimbursed by Long Island Power Authority

1t009K

30106

26043

6514

387952

139348

80477

16145

114312

73613

57374

29517

38397

16858

35290

37587

24068

4945

752

47310

14573

11647

2691

17160

11257

8447

3563

4730

2465

3133

3788

Total
expenses 1174455 152953

Operating Income 400849 64605

Other Income

Net pre-tax earnings on nuclear
decommissioning trust finds

Income taxes on nuclear decommissioning trust fund earnings

Other income

48304

7638
74

5216

1333
31

Total other income 40740 3914

Net Income 441589 68519



December 31
2010

In Thousands

47585

8026

42077

6068

333

3690

146246

2152

2545

14037

8620

December 31
2009

of US Dollars

69205

7261

43885

4265

535

5845

137453

1445

13997

6640

512974

Constellation Energy Nuclear Group LLC

CONSOLIDATED BALANCE SHEETS

Assets

Current Assets

Cash and cash equivalents

Trade accounts receivable

Constellation Energy
Commodities Group Inc CECG

EDF Trading North America LLC

Unrelated parties

Other receivables

UniStar Nuclear Energy LLC UNE
Subsidiaries of Constellation

Energy Group Inc CEG
Unrelated parties

Spare parts materials and supplies

Current portion of unamortized Ginna power purchase agreement

Current portion of CECG power services
agency agreement

Prepaid property taxes

Other prepaid ezpenses and current assets

226054 222443

Total current assets 507433

Investments and Other Noncurrent Assets

Nuclear decommissioning trust funds 1385559 1244683

Nuclear fuelnet of accumulated amortization 565171 511857

Noncurrent receivableUNE 1261

Unamortized Ginna power purchase agreement 9697 11850

CECG power services
agency agreement 27136 3726

Other noncurrent assets 4640 302

Total investments and other noncurrent assets 1993464 1772418

Property Plant and Equipment

Plant in service 3586673 3565734

Accumulated depreciation 1279938 1188174

Net plant in service 2306735 2377560

Construction work in progress 282800 254197

Total
property plant and equipment 2589535 2631757

Total Assets $5090432 $4917149

The accompanying notes are an integral part of these consolidated financial statements



CONSOLIDATED SALANCE SHEETS

Constellation Energy Nuclear Group LLC

December 31
2010

In Thousands

December 31
2009

of US Dot/arc

The accompanying notes are an integral part of these consolidated financial statements

Liabilities and Members Equity

Current Liabilities

Accounts payable and non-compensation accrued liabilities

Unrelated parties 169746 122494

CEG and subsidiaries of CEG 8233 13976

ElectricitØ de France SA and subsidiaries 251

Accrued compensation 45997 43717

Current portion of pension postretirement and postemployment benefit obligations 5834 5466

Current portion of power purchase agreement with CECG 400854 371276

Total current liabilities 3091S SS929

Noncurrent Liabilities

Asset retirement obligations 993816 1036399

Power purchase agreement with CECG 400854

Pension postretirement and postemploymenr benefit obligations 308508 266671

Deferred income taxes on nuclear decommissioning trust funds 30468 11816

Other noncurrent liabilities 5944 355

Total noncurrent liabilities 1338736 1716095

Leases Commitments Guarantees and Contingencies see Notes and 10

Members Equity

Members capital 2991864 2987752

Retained earnings accumulated deficit P79197 362392
Accumulated other comprehensive income 49720 18765

Total members equity 3120781 2644125

Total Liabilities and Members Equity $5090432 $4917149



CONSOLIDATED STATEMENTS OF CASH FLOWS

Constellation Energy Nuclear Group LLC

For the period

For the year ended Novemher through

Decemher 31 2010 Decemher 31 2009

In Thousands of US Dollars

Cash Flows From Operating Activities

Net Income 441589 68519

Adjustments to reconcile to net cash provided by operating activities

Amortization of nuclear fuel 160096 24068

Depreciation 114312 17160

Impairment of construction work in
progress

3242

Amortization of CECG and Ginna power purchase agreements 369830 882
Accretion of asset retirement obligations 73613 11257

Net pre-tax earnings on nuclear decommissioning trust funds 48304 5216
Income taxes on nuclear decommissioning trust fund earnings 7638 1333

Defined benefit obligation expense 42772 6676

Defined benefit obligation payments 51683 1202
Long-term incentive plan compensation 5082 778

Changes in

Accounts receivable 23217 76747

Spare parts materials and supplies 8793 3585
Prepaid expenses

and other current assets 2020 9568

Noncurrent receivableUNE and other noncurrent assets 4136
Accounts payable

and accrued liabilities 46088 10290

CECC power services agency agreement 25955 3726
Other noncurrenr liabilities 4126

Net cash provided by operating activities 411054 58291

Cash Flows From Investing Activities

Investments in property plant and equipment

Purchases of nuclear fuel

Investments in nuclear decommissioning trust fund securities

Proceeds from the sale of nuclear decommissioning trust fund securities

203540

203903

204397
204397

34493

12760

30697
30697

Net cash used in investing activities 407443 47253

Cash Flows From Financing Activities

Distributions to members 13515

Net cash used in financing activities 13515

Net Increase Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period

3611

222443

2477
224920

Cash and Cash Equivalents at End of Period 226054 222443

Other Cash Flow Information

Cash paid for income taxes on nuclear decommissioning trust funds 4932 1426

Accrued investments in
property plant and equipment 25180 37193

Accrued purchases of nuclear fuel 26227 16720

The accompanying notes are an integral part of these consolidated financial statements



CONSOLIDATED STATEMENTS OF CHANCES IN MEMBERS EQUITY AND COMPREHENSIVE INCOME

Constellation Energy Nuclear Group LLC

Balance November 2009

Comprehensive income

Net income

Other comprehensive income OCI
Change in unrealized gains on nuclear

decommissioning trust funds net of taxes of

$5434

Reclassification of net losses on nuclear

decommissioning trust funds from OCI to net

income net of taxes of $77

Gain on defined benefit plans

Amortization of net actuarial loss net prior service

cost and transition obligation included in net

periodic benefit cost 2073 2073

Total comprehensive income 68519 43898 112417

Noncash contributions from members associated with

long-term incentive plan 778 778

Distributions 13515 13515

Balance December 31 2009 $2987752 362392 18765 $2644125

Comprehensive income

Net income 441589 441589

Other comprehensive income OCI
Change in unrealized gains on nuclear

decommissioning trust funds net of taxes of

$18866 91358 91358

Reclassification of net gains on nuclear

decommissioning trust funds from OCI to net

income net of taxes of $2473 10257 10257
Loss on defined benefit plans 60679 60679
Amortization of net actuari3l loss net prior service

cost and transition obligation included in net

periodic benefit cost 12347 12347

Total comprehensive income 441589 32769 474358

Transfer of nonqualified supplemental pension liability

from Constellation Energy Group 970 1814 2784
Noncash contributions from members associated with

long-term incentive plan 5082 5.082

Balance December 31 2010 $2991864 79197 49720 $3120781

The accompanying notes are an integral part of these consolidated financial statements

Rerained

Earnings

Members Accumulated

Capital Deficit

In Thousands

$2986974 417396

68519

Toral

Members

Equity

Accumulated

Other

Comprehensive
Income Loss

of U.S Dollars

25133

27065

610

14150

$2544445

68519

27065

610

14150



Constellation Energy Nuclear Giàup LLC
Notes to Consolidated Financial Statements
For the Year Ended December 31 2010 and the Period November 2009 to December 31 2009

Organization and Business

Formation and Organization of the Company

Constellation Energy Nuclear Group LLC CENG or the

Company is Maryland limited liability company formed on

Decembet 15 1999 and reorganized on November 2009 The

Companys members and their respective member interests are as

follows 49.11% by Constellation Nucleas LLC CNL
0.90% by CE Nuclear LLC CEN and 49.99% by

EDF inc EDF1 all of which are Delawate limited liability

companies CNL and CEN ate ultimately wholly owned

subsidiaries of Constellation Energy Group Inc CEG
which through its interests in CNL and CEN owns 50.01% of

the Company EDFI is wholly owned subsidiary of E.D.E

International S.A EDF International which is ultimately

wholly owned subsidiary of ElectricitØ de France SA EDF
EDFI acquired its member interest in the Company on

November 2009 the EDF Closing Prior to this date the

Company was wholly owned subsidiary of CEG The

Company carried forward irs historical basis of assets and

liabilities and is presenting the results of operations and cash

flows of the Company for the periods subsequent to the

transaction

The operation of the Company is subject to various

agreements among the members These agreements include

provisions which describe among other matters the formation

and termination of the Company the rights and responsibilities

of the members the operating activities of the Company the

governance of the Company capital contributions by the

members and profit distributions to the members In addition

the agreements stipulate that certain distributions shall nor be

made until 2012 or later when sufficient funds are available As

of December 31 2010 there were no cumulative undisrribured

amounts The agreements also provide that the members may

contribute additional capital or make loan advances to the

Company if needed The qompany expects that during 2011 it

will execute line of credit of upto approximately $125 million

Plant Location

with one or both of irs members to fund short-term capital

needs

The Company is governed by board of ten directors five

of which are appointed by CNL and five by EDFI In addition

the consents of both CNL and EDFI are required before the

Company may take certain significant actions including

materially changing the scope
of the Companys businesses

issuing credit support outside the ordinary course of business

incurring certain types of indebtedness and entering into

agreements of significant size or duration In general the

Company is jointly controlled by CEG and EDFI except for

matters related to nuclear safety security and reliability certain

regulatory and environmental compliance issues and senior

executive officer appointments for which CEG has casting or

controlling vote No member is obligated individually for any

debt obligation or liability
of the Company solely by reason of

being member of the Company Only obligations of the

Company that are assumed by member in separate written

agreement can become liabilities of member In the event the

Company were to be liquidated the remaining equity of the

Company would be divided among the members according to

each members ownership interest

Nature of the Business

The Company owns and operates three nuclear
power plants

having total capacity of 4044 megawatts MW as set forth

below The 18% of Nine Mile Point Unit NMP2 nor

owned by the Company is owned by the Long Island Power

Authority LIPA an unrelated party which reimburses the

Company for irs 18% share of the operaring and construction

costs of that unit and is responsible for irs 18% share of the

decommissioning costs of that unit The Company and LIPA are

each responsible for providing their own financing for NMP2

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

MW
Owned Owned

Total By the By the

Region MW Company Company

Most

Expiration Recent

Of NRC Refueling

License Outage

Calvert Cliffs Unit Calvert County MD PJM 855 100% 855 2034 03/2010

Calverr Cliffs Unit Calvert County MD PJM 850 100% 850 2036 03/2009

Ginna Ontario NY NYISO 581 100% 581 2029 10/2009

Nine Mile Point Unit Scriba NY NYISO 620 100% 620 2029 0412009

Nine Mile Point Unit Scriba NY NYISO 1138

4O44

82% 933

3839

2046 0512010



Related-Party Transactions

In the normal course of business the Company conducts

transactions with certain related
fiarties

under the following

agreements

Power Purchase Agreements

As discussed in Nore substanrial portion of the power

generated by the Companys plants is sold through Power

Purchase Agreements PPAs to either Constellation Energy

Commodities Group CECG wholly owned subsidiary of

CEG or ro EDF Trading North America LLC EDFTNA
which is ultimately wholly owned subsidiary of EDE

Support Services from CEG

The Company purchases various administrative services

including the use 0f certain leased equipment and office space

from CEG The initial contracts for these services expired on

December 31 2010 During 2010 the Company entered into

new contracr which is effective January 2011 which expires

December 31 2017 and which contains both fixed-price

componenr subject to an annual escalation of 2% and

consumption-based price component the Administrative

Services Agreement The consumption-based pricing

component
is variable and covers primarily information

technology services computer
and network equipment and

office space The fixed components of the Administrative

Services Agreement are shown as commitments in Note

In addition the Company purchases certain technical

maintenance services and craft labor from subsidiaries of CEG

Power Services Agency Agreement

The Company purchases certain scheduling asset management

and billing services from CECG under power services
agency

agreement that expires December 31 2014 the Power Services

Agency Agreement The required payments and amounts

charged to expense for each year of the Power Services Agency

Agreement and the resulting prepaid costs at the respective year

ends are as follows

Period-End

Total

Prepaid

Payments Expense Balance

In Thousands

November through

December 31 2009 6417 2691

2010 42100 16145

2011 13600 16145

2012 8500 16145

2013 8500 16145

2014 4300 16146

Total $83417 $83417

Contractual Services Agreements

EDF has seconded certain of its employees to the Company and

the Company has an agreement to reimburse EDF for the costs

0f these employees During the ptriods ended December 31

2010 and 2009 the Company incurred costs of $1.8 million

and $84000 respectively under this agreement These costs are

recorded in Contractual services professional services and staff

augmentation expense

Through November 2010 UniStar Nuclear Energy LLC

UNE was 50/50 joint venture between subsidiaries of CEG

and EDE Effective November 2010 EDF increased its

ownership in UNE to 100% by purchasing CEGs interest The

Company has assigned certain of its employees and provides

technical managerial and administrative services to UNE

through cost-reimbursement project-billing agreement that

expires in November of 2011 During the periods ended

December 31 2010 and 2009 reimbursable costs recorded as

reduction of Compensation-related expenses were

approximately $26.4 million and $3.5 million respectively

The Company provides certain of its information

technology applications to subsidiary of CEG and to UNE
During the year ended December 31 2010 the Company

charged costs of approximately $16 million and $0.2 million to

the CEC subsidiary and UNE respectively During the period

ended December 31 2009 the Company charged costs of

approximately $0.5 million and $0.1 million to the CEG

subsidiary and UNE respectively These amounts were recorded

as reductions of Other expenses

Nuclear Property and Accidental Outage Insurance

The Companys plants are provided properry
and accidental

outage
insurance through Nuclear Electric Insurance Limited

NEIL mutual insurance company Prior to July 2010

CENG was the member-insured of NEIL Effective July

2010 CEG and EDFI became the members-insured through

their ownership interest in CENG As the members-insured

CEG and EDFI have assigned the loss benefits under the

insurance to the Companys operating subsidiaries with the

Company named as an additionaLinsured parry
In consideration

for receiving the loss benefits the Company pays the NEIL

premiums and the related premium taxes The Companys

expense for NEIL premiums is recorded as component of

Other expenses and was approximately $9.4 million and

$1.4 million for the periods ended December 31 2010 and

2009 respectively

Obligation to Transfer Land to UtIlE

In connection with EDFs acquisition of CEGs interest in UNE
the Company is obligated to transfer to UNE via fee simple

and/or easement interests portions of its land at the Nine Mile

Point and Ginna sites in anticipation of UNE developing those

properties for new nuclear power plants This obligation which

is subject to the Company obtaining the requisite approvals and

which must be completed by October 2012 is not expected to

materially affect the Companys ability to operate its existing

units at these sites No consideration is required to be paid to

the Company for these properties or easements This transfer

will be accounted for as distribution to the members

3726

29681

27136

19491

11846



Contingent Receipts

As discussed in Note 10 CEG is entitled to any finds received

from the U.S Department of Enery DOE that reimburse

costs cxpcndcd prior to the EDF Closing for the storage of

spent nuclear fliel at the Companys nuclear sites

Parental Guarantees

CEG and EDF have issued or are otherwise responsible for the

following guarantees financial assurances and letters of credit on

behalf of the Company or its operating subsidiaries with respect

to various obligations of the Company or its operating

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

$587.5 million in
guarantees

for the
payment of

contingent retrospective premium adjustments for the

nuclear liability insurance discussed in Note 10

$290.0 million in combined support agreement

obligations to meet U.S Nuclear Regulatory

Commission NRC requirements

$7.3 million in
guarantees associated with hazardous

waste management facilities and underground storage

tanks and

$1.3 million in irrevocable standby letters of credit for

workers compensation insurance deductibles



Significant Accounting Policies

Significant accounting policies prtaining
to matters discussed in

othet notes ate disclosed in those notes The following are

significant accounting policies not discussed elsewhere

Basis of Presentation

These consolidated financial statements are ptesented in United

States dollars in accotdance with accounting principles generally

accepted in the United States of America GAAP and they

include the accounts of the Company and all entities controlled

by the Company All material intercompany balances and

transactions have been eliminated

Management evaluated for inclusion in these financial

statements events and transactions that occurred after

December 31 2010 through January 21 2011 the date these

financial statements were issued

Use of Estimates

When preparing financial statements in accordance with GAAR

management makes estimates and assumptions that affect the

reported amounts of assets and liabilities the disclosure of

contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ materially

from those estimates

Significant estimates inherent in the preparation of these

consolidated financial statements include those associated with

the depreciation of property plant and equipment impairment

evaluations of long-lived assets the valuation of asset retirement

obligations and the valuation of pension and post-retirement

obligations

Reclassifications

Certain prior-period amounts have been reclassified to conform

to the current-year presentation as set forth below These

reclassifications did not affect net income or cash flows for the

periods presented

Regulatory fees was previously reported in Other

expenses

Insurance was previouslT reported in Other

expenses

Materials supplies and equipment expense was

previously reported in Other expenses

Prepaid property taxes was previously reported in

Other prepaid expenses
and current assets and

Accrued compensation was previously reported in

Accounts payable and accrued liabilities

Derivatives

As discussed in Note in the normal course of business the

Company may purchase financial instruments to manage its

exposure to fluctuations in
energy prices As of December 31

2010 and 2009 the Company does not have
any contracts that

meet the definition of derivative other than certaln PPAa and

capacity agreement see Notes and which qualifr for the

normal purchases and normal sales exception under GAAP and

which are therefore accounted fdr on the accrual basis and not

reported at fair value

Fair Value

The Company determines the fair value of its assets and

liabilities using unadjusted quoted prices in active markets

Level or pricing inputs that are observable Level

whenever that information is available Unobservable
inputs

Level are used to estimate fair value only when relevant

observable inputs are not available

The Company classifies assets and liabilities within the falr

value hierarchy based on the lowest level of input that is

significant to the fair value measurement of each individual asset

and liability
taken as whole Fair value measurements classified

as Level or Level are determined by multiplying the pricing

input by the quantity Fair value measurements classified as

Level are determined primarily using the income valuation

approach which involves discounting estimated cash flows using

assumptions that market participants would use in pricing the

asset or liability

Income Taxes

The Companys qualified nuclear decommissioning trust hinds

are subject to federal income taxes as separate taxable entities

and provision for those taxes is made in these financial

statements No additional provision for income taxes is made in

these financial statements because the Company is considered

partnership for income tax purposes and accordingly the

members are responsible for the income tax consequences of

their respective shares of the Companys income loss

deductions and credits

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liquid

investments primarily money market hinds and demand

deposits with original maruritics of three months or less other

than such investments held in and reported as Nuclear

decommissioning trust hinds The carrying amount of cash

equivalents reported in the Consolidated Balance Sheets

approximates fair value because of the short maturity of those

instruments

Accounts Receivable

Accounts receivable are stated net of any allowance for

uncollectibles At December 31 2010 and 2009 the allowances

for uncollecribles were not material

Spare Parts Materials and Supplies

Spare parts materials and supplies other than capital spares and

rotatable spares
which are included in

property plant and

equipment are charged to inventory when purchased and then

capitalized to plant or expensed as appropriate when installed

or used These items are stated at average cost and are reviewed

periodically for obsolescence
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Nuclear Fuel

Costs incurred for the purchase conversion and enrichment of

nuclear fuel the fabrication of nuclear fuel rod assemblies and

the procurement of canisters for the storage of spent nuclear fuel

are recorded in the Consolidated Balance Sheets as Nuclear

fuelnet of accumulated amortization The contracts for the

purchase of these items do not meet the definition of

derivative or 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

Long-Term Incentive Plan

The Company grants cash-based awards to key employees under

certain long-term incentive plans The amount of the award is

based primarily on the attainment of certain operational goals

over stated service period typically three years The estimated

award amounts are accrued ratably over the service period as

component of Compensation-related expenses

11



Property Plant and Equipment

Original Cost

Property plant and equipment CPPE is tecorded at its

original cost which includes the material labor and contractor

costs ditectly associated with the acquisition ot ionstruction of

the PPE In addition as discussed in Note the cost of

PPE includes the associated asset retitement costs Executive

and general management costs ate chatged to expense not to

PPE The costs of capital projects are accumulated in the

Consolidated Balance Sheets as Construction work in progress

until the assets are placed in service and reflected as Plant in

service

The smallest item recorded as PPE is retirement unit

When retirement unit is replaced and in certain circumstances

when retirement unit is refurbished the cost of the

replacement or refurbishment is capitalized When only part of

retirement unit is replaced or when maintenance including

planned major maintenance is performed the cost is charged to

expense in the Consolidated Statements of Income

Certain significant spare parts defined as capital spares or

rotatable
spares are recorded in Plant in service rather than in

Spare parts materials and supplies and are depreciated and

otherwise accounted for consistent with other Plant in service

Depreciation Expense and Useful Life

More than 95% of the carrying value of the Companys PPE
consists of plant buildings and equipment these assets are

depreciated using the
group straight-line method Depreciation

groups consist of retirement units that are similar in nature and

that have generally similar useful lives Assets are depreciated

through the shorter of their useful lives or the license expiration

date of the plant with which they are associated Depreciation

studies are performed periodically to update the useful lives of

the various depreciation groups
the most recent study was

performed during 2010 PPE other than plant buildings and

equipment consists of computer software office equipment and

furniture and other plant equipment these assets are generally

depreciated on straight-line basis over useful lives ranging from

years to 20
years

At December 31 2010 and 2009 the

weighted average annual depeciatkn rates applied to the
gross

cost of Plant in service were 3.40o and 3.1o respectively

Retirements

For routine retirements of PPE depreciated under the group

depreciation method the cost of the asset being retired is

removed from both Plant in service and Accumulated

depreciation in the Consolidated Balance Sheets No gain or

loss is recorded foe routine retirements because the depreciation

rates under the group merhod contemplate statistical dispersion

of routine retirement activity For extraordinary retirements not

contemplated in the periodic depreciation studies and for the

retirement of other PPE nor depreciated under the
group

method of depreciation any disposition gain or loss is recorded

in the Consolidated Statements of Income The cost of removing

assets from service is charged to expense as incurred

Impairment Evaluations

The Company periodically evaluates whether events have

occurred or conditions have changed that would indicate that

further evaluation is warranted to determine whether its PPE
may be impaired This evaluation is performed at the lowest

level for which identifiable cash flows are largely independent of

the cash flows of other groups of assets and liabilities The

PPE asset groups evaluated for impairment are Calvert

Cliffs Nine Mile Point Ginna and the entire

Company including its headquarters and non-plant PPE The

PPE asset groups consist of the plant-specific PPE nuclear

fuel and PPA assets and liabilities An impairment would be

indicated if the undiscounted estimated future cash flows are less

than the carrying amount of the asset group in which case the

carrying values of the assets and liabilities comprising the

impaired PPE asset group
would be adjusted to their fair

values and corresponding charge would be made in the

Consolidated Statement of Income For the periods ended

December 31 2010 and 2009 none of the Companys PPE
asset groups were impaired

Nine Mile Point Unit

The Consolidated Balance Sheets include the following balances

for the Companys 820o interest in NMP2

December 31 December 31
2010 2009CENGS 82% Portion of NMP2

Plant in service

Accumulated depreciation

In Thousands

431826 $410746

102987 92339

Net plant in service

Construction work in
progress

328839

113075

318407

100573

Total
property plant and

equipment 441914 $418980

The Company is making investments at NMP2 which are

expected to increase the capacity of that unit by 105 MW from

1138 MW to 1243 MW effective approximately June of 2012

LIPA is participating in 18o of this capacity increase and

related costs consistent with its existing ownership interest As

result the Companys and LIPAs ownership interests remain at

82% isnd 18o respectively

In expectation of the capacity increase during 2010 the

Company purchased rights to deliver additional capacity to the

New York Independent System Operator The fair value of the

Companys 82% share of the delivery rights was approximately

$3.7 million consisting of the payment of approximately

$2.2 million net of LIPAs share of $0.5 million plus the

execution of below-market agreement valued at $1.5 million

net of LIPAs share of $0.3 million to sell portion of the

capacity increase over 36-month period The Company

recorded this $3.7 million fair value as component
of Other

noncurrent assets and this amount will be amortized over the

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

was recorded as component
of Other noncurrent liabilities

and this amount will be amortized over the 36-month period of

the capacity agreement As referenced in Note if the capacity

increase is obtained the Company will be obligated to provide

$3.0 million parental guarantee
toThecure its obligations under

this
agreement throughout its term
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Nuclear Decommissioning Trust Funds

As discussed in Note after thq Companys plants cease

operations the Company is obligated to decommission the

plants in accordance with NRC regulations and releant state

requirements In accordance with NRC regulations the

Company maintains external trust funds to fund the costs

expected to be incurred to decommission its plants The nuclear

decommissioning trust funds and the investment earnings

thereon are restricted to meeting the costs of decommissioning

the plants in accordance with NRC regulations and relevant state

requirements Investments by nuclear decommissioning trust

funds are guided by the prudent man investment principle

and the trusts are prohibited from investing directlyin CEG
EDF their affiliates or any entity owning nuclear power plant

in the United States

It is expected that decommissioning activities will be

undertaken through the 2080 decade If the actual return on

trust fund assets were to be lower than expected or if the costs

or timing of decommissioning activities were to change the

Company could have to provide additional funding which could

have material adverse effect on the Companys liquidity and

fInancial results No contributions were made to any
of the trust

funds during the periods ended December 31 2010 and 2009

and the only distributions ftom the trust funds were for
ongoing

permissible expenses such as taxes trustee fees and investment

management fees

Every two years
the NRC requires U.S nuclear power

generation companies to report
the status of the funds and

provide reasonable assurance that funds will be available to

decommission their sites The most recent
filing was in 2009

and the NRC accepted that
filing as providing reasonable

financial assurance The Companys next NRC submittal is

required to be filed by March 31 2011

The trust fund investments are classified as available-for-sale

securities and are reported at fair value in the Consolidated

Balance Sheets as Nuclear decommissioning trust funds

decline in the fair value of trust fund investment below its

book value is recognixed as an impairment Impairments are

charged to Net pre-tax earnings on nuclear decommissioning

trust funds in the Consolidated Income Statements and result

in reduction in the basis of the investment An increase in the

fair value of trust fund investment above its cost or adjusted

cost is recorded as component of Other comprehensive

income The following is summary of the trust fund

investments at December 31 2010 and 2009

Pre-Tax Unrealized

Gains Recorded in

Accumulated Other

Comprehensive
Income Fair ValueAdjusted Cost

In Thousands

At December 31 2010

Marketable equity securities 226608 $169403 396011

Mutual funds common collective trusts 3904 2270 6174
U.S treasuries 29548 567 30115

Total Level input 260060 172240 432300

Mutual funds common collective trusts 468382 186801 655183

Corporate debt securities 14890 17517 165407

U.S government agency
securities 36661 1846 38507

State municipal bonds 71568 2880 74448
Cash equivalents 19714 19714

Total Level input 744215 209044 953259

Total at December 31 2010 $1004275 $381284 $1385559

At December 31 2009

Marketable equity securities 218487 $126452 344939

Mutual funds common collective trusts 3905 1567 5472
U.S treasuries 21925 720 22645

Total Level input 244317 128739 373056

Mutual funds common collective trusts 458566 127633 586199

Corporate debt securities 148509 21686 170195

U.S government agency securities 41072 2177 43249
State municipal bonds 50852 3556 54408

Cash equivalents 17576 17576

Total Level
input 716575 155052 871627

Total at December 31 2009 960892 $283791 $1244683
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The investments in
cotpotate

debt secutities U.S

govetnment agency secutities U.S tteasuties and state municipal

bonds matute on the following
schdule

At

December 31
2010

In Thousands

Less than
yeat 5030

1-5 years 111777

5-10 years 75560

More than 10 years

Total maturities of debt securities

116110

$308477

Net pre-tax earnings on nuclear decommissioning trust

fimds for the periods ended December 31 2010 and 2009 were

as follows with cost determined on tax-lot basis

For the Period Ended

December 31 December 31
2010 2009

In Thousands

Gross realized gains $22593 2482

Gross realized losses other than

impairment losses 2750 1749
Impairment losses 7113 1420

Net realized gains losses 12730 687
Interest and dividend income 37750 5957

Trustee fees and investment

manager fees 2176 54

Net pre-tax earnings on nuclear

decommissioning trust hinds $48304 5216
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Asset Retirement Obligations

The Company incurs
legal oblig1ations

known as asset retirement

obligations AROs arising from the requirement to dismantle

decontaminate and dispose of decommission its nuclear

generating facilities in connection with their future retirement

These AROs are measured by estimating their present values

based upon managements judgment of the probability amount

and timing of decommissioning payments
and the appropriate

interest rates to discount these future cash flows to present value

The ARO measurements are determined utilizing

site-specific decommissioning cost estimates which are updated

periodically As discussed below the most recent

decommissioning cost study was completed in 2010 The

Company believes the estimates developed during the 2010

study continue to be reasonable as of December 31 2010

However given the magnitude of the amounts involved the

complicated and ever-changing technical and regulatory

requirements and the long time horizons involved the actual

obligation could vary
from the assumptions used in

managements estimates and the impact of such variations could

be material

When an ARO liability is recorded corresponding

increase to the related long-lived asset is also recorded When

changes in the assumptions used to calculate the fair value of

existing AROs result in material change to the existing

carrying value the carrying values of both the ARO liability and

the related long-lived asset are adjusted

Since the fair value of the ARO is determined using

present
value approach accretion of the

liability due to the

passage
of time is recognized inthe Consolidated Statements of

Income as Accretion of asset retirement obligations When the

liability
is

finally settled gain or loss will be recorded for any

difference between the recorded liability and the actual costs

incurred

The following is rollforward of the ARO
liability for the

periods ended December 31 2010 and 2009

AltO Roilforward Amount

Liability at November 2009

Accretion
expense

In Thousands

$1025142

11257

Liability at Decemher 31 2009

Net decrease from revisions to estimated

1036399

cash flows

Accretion expense

116196
73613

Liability at December 31 2010 993816

During 2010 the Company recorded decrease in the

ARO liability of $116.2 million as result of an updated

decommissioning cost study The decrease was attributable

primarily to the deferral of costs associated with the lengthening

of the expected dormancy period prior to the commencement of

decommissioning activities partially offset by additional costs

associated with the expected delay by the DOE in providing

permanent
centralized repository for speut

nuclear fuel as

discussed in Note 10
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Revenue Pewer Purchase Agreements and Revenue Sharing Agreements

Revenue Recognition Policy

The Company earns revenue primarily from rhe sale of power

generared by irs plants and to lesser exrent from the sale of

capaeiry and ancillary services Revenue is recogniaed on the

accrual method when delivery occurs

Sales of Power

The majority of the Companys energy is sold rhrough PPM

which are for the physical delivery of energy Cerrain of rhe

PPAs meet the definition of derivative but because they ate

for the physical delivery of
energy they qualifjr

for rhe normal

purchases and normal sales exception which the Company has

elected
Accordingly

all nf the PPAs are accnunred for on an

accrual basis Energy not sold under PPM is sold through

independent system operators ISOs at day-ahead or real-time

market prices and is recognized as revenue when delivery occurs

In addition where the Company is requited to purchase

power to fulfill contractual commitment the Company may

purchase financial instruments to manage its exposure to price

fluctuation These instruments ate recorded at fair value with

changes in fair value recognized as component
of Purchased

energy expense
The net gain recognized on these instruments

during the
year

ended December 31 2010 was approximately

564000 No such instruments were held hy the Company

during 2009 or at December 31 2010

Capacity and Ancillary Services

The capacity market is administered by the ISOs to ensure that

adequate capacity resources will be available within theit region

The Company sells the majority of its capacity through ISO

capacity auctions at the market cleating price Capacity revenue

is recognized under the accrual method over the auction period

The capacity arrangements include penalties that are due under

certain circumstances if the Company is unable to meet its

capacity obligations Penalties ate recognized as reduction to

Capacity and ancillary services revenues when it is probable

that liability has been incurred and the amount can be

reasonably estimated

Ancillary services markets are administered by the ISOs to

support
the

reliability
of the transmission system Revenue fot

ancillary services is recognized as the services ate performed

Power Purchase Agreements

The Company has fixed-price unit-contingent PPA which

expires in June 2014 with the former owner of the Giona plant

for apprnximately 00% of the available energy output and

capacity from that plaot The Ginna PPA was executed in

November 2003 at prices other than matket and it became

effective
upon

the
closing

of the
acquisition

of Ginna in June

2004 Accordingly the fair value of the Ginna PPA was recorded

in the Consolidated Balance Sheet at the time of execution and

is being amortized against revenue over the remaining tetm of

the contract

The Company has fixed-price unit-contingent PPAs which

expire in November 2011 with the former owners of Nine Mile

Point Unit NMP2 for total of 90o of the Companys

82% share of the available
enetgy

from NMP2 Because these

PPAs were at market value when they became effective in

November 2001 the Company did not record PPA asset or

iahiliiy

On November 2009 the Company eoteted into PPAs

with CECG and EDFTNA for substantially all of the
energy

available from its plants afrer it fulfills its obligations under the

Ginna PPA and NMP2 PPM provision within the PPAs

allows the Company to fix the pricing for certain pottioos of

available energy Through this provision the Company has fixed

the price of certain quantities of energy to be delivered through

2013 In the event of an unplanned outage
the Company is

required to purchase energy to meet these delivery obligations

During 2010 such purchases amounted to $26.0 million

Pffective Novemhet 7010 the PPAS with EGG and

EDFTNA were amended The amended PPAs contain

provision which allows the Company to fix the price of the

temaining available energy on unit-contingent basis through

December 31 2014 and the Company has used this provision

to fix the price for portions of future quantities available for sale

under these PPM In addition the Company entered into new

unit-contingent PPM with CECG and EDFTNA for all

available
energy at the day-ahead market price beginning

January 2015 and continuing through the permanent

cessation of power generation at each operating unit

At inception the EGG PPAs were structured at helow

market prices for 2010 and 2011 The fair values of the PPAs

which were determined using Level inputs totaled

approximately $772.1 million at inception The Company

recorded this amount in the Consolidated Balance Sheet as

Power purchase agreement with CECG and is amortizing it

into revenue over the two-year period beginning January 2010

based oil the terms of the contracts

The table below
presents

the 2010 actual and future

estimated favorable unfavorable non-cash effect on revenues of

the amortization of the CECG PPA liabilities and the Giona

PPA asset

Year Ended December 31 2010 2011 2012 2013 2014 Total

In Thousands

CECG PPA liability amortization $371276 $400854 $772130

Ginna PPA asset amortization 1446 2152 3205 3881 2611 13295

Net PPA amortization $369830 $398702 $3205 $3881 $2611 $758835
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Revenue Sharing Agreements

In connection with the purchase of Nine Mile Point Unit the

Company entered into 10-year bnit-contingent revenue sharing

agreements RSAs with the former owners of that unit the

Former NMP2 Owners The RSAs which apply only to the

82% of the unit owned by the Company will become effective

upon the expiration of the NMP2 PPAs and will expire in

November 2021 Under the RSAs the Company is required to

pay to the Former NMP2 Owners 80% of the net cumulative

positive spread if
any

between the actual revenues per
MWh

earned by NMP2 and the RSA flzor price per
MWh for the

period The floor price starts at $40.75/MWh in RSA contract

year December 2011November 2012 and increases two

percent annually over the 10-year term The Company will record

any amounts earned by the Former NMP2 Owners under the

RSAs as expense
in the periods incurred
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Employee Benefit Plans

Benefit Plan Descriptions

The Company sponsors several qualified and

nonqualified defined-benefit pension postretirement

benefit and other postemployment benefit plans as well

as contributory employee savings plans The majority of

Nine Mile Point employees are covered by one set of

benefit plans and the rest of the Companys employees

Calvert Cliffs Ginna and the headquarters staff are

covered by another set of benefit plans Prior to the EDF

Closing CENG employees other than Nine Mile Point

employees had participated in CEGs benefit plans

Effective November 2009 the defined benefit

obligations for those plans were transferred at historical

cost from CEG to the Company except for those

associated with the nonqualified supplemental pension

plan which were transferred to the Company at

historical cost upon the June 2010 formation of the

Companys plan for these benefits The measurement

date for each of the plans is December 31 2010

Pension Benefits

The Company maintains one qualified pension plan for

its Nine Mile Point employees another qualified pension

plan CENG Pension Plan for the rest of the

Companys employees and nonqualified supplemental

pension plan in which only certain employees are eligible

to participate collectively referred to as the Pension

Plans In general the benefits under the Pension Plans

are calculated based on age years
of service and pay

On November 2009 the assets of the CENG

Pension Plan were segregated to master trust

sub-account within CEGs pension plan master trust

based on preliminary allocation of plan assets under

Section 4ti44 of ERISA During 2010 following the final

ERISA Section 4044 evaluation the CENG Pension Plan

assets were transferred to separate
CENG master trust

The Nine Mile Point pŁnsiox plan assets were also

transferred from the CEG master trust to the CENG

master trust The CENG master trust is under the

oversight of newly-formed investment committee of the

Company the Investment Committee

The Company Rinds the qualified pension plans by

contributing at least the minimum amount required

under the Pension Protection Act and IRS regulations

The amount pf funding is calculated using the projected

unit credit cost method The Company contributed

approximately $45.6 million to the qualified pension

plans during 2010 and expects to contribute

approximately $64 million during 2011

Postretirement Benefits

The Company sponsors
defined-benefit postretirement

health care and life insurance plans the Postretirement

Plans that cover the majority of its employees In

general the benefits under these plans are calculated

based on age years of service and pension benefit levels

or final base pay
The Company does not fund these

plans Almost all of the retirees make contributions to

cover portion of the medical plan costs but retirees do

not make contributions to cover the costs of the life

insurance plan The Companys contributions for retiree

medical coverage for future retirees who were under the

age of 55 on January 2002 are capped at the 2002

level except for Nine Mile Point retirees The Companys

medical contributions for Nine Mile Point retirees are

capped at 2009 levels and union employees hired afrer

the end of the last contract in 2006 are not eligible for

retiree medical benefits

Other Postemployment Benefits

The Company provides postemployment health and life

insurance benefits to all
eligible employees determined to

be disabled In addition the Company provides income-

replacement benefits for Nine Mile Point union-

represented employees determined to be disabled The

Company recognized expense
associated with its

postemployment benefits of $1.9 million and

approximately $48000 for the periods ended

December 31 2010 and 2009 respectively.-

Employee Savings Plan Benefits

The Company sponsors
defined-contribution employee

savings plans that are offered to all eligible employees

The plans are qualified 401k plans under the Internal

Revenue Code The Company makes matching

contributions in cash to participant accounts under these

plans these matching contributions totaled approximately

$6.4 million and $1.0 million for the periods ended

December 31 2010 and 2009

Pension Pestretirement and Postemployment

Plan Liabilities

The following tables show the liabilities recorded for the

pensionc postretirement and postemployment plans at

each of the balance sheet dates

Pension Postretiremene Postemployment

aenefie Obligations Plans Plans Plans Total

At Decether 31 2010

Current portion
442

Noncurrent

portion 199282

In Thottrandr

4116 $1276

101436 7790

5834

308508

Total $199724 $105552 $9066 $314342

Ar December 31 2009

Current portion

Noncurrent

portion 172549

4305

87173

$1161

6949

5466

266671

Total $172549 91478 $8110 $272137
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Changes in Benefit Obligations and Assets of the

Pension and Postretirement Plans

The
Following tahlec chow the halances and changes in the

benefit obligations and plan assets of the pensiQn aiid

postretirement benefit plans

Poseceeicement

Pension Plans Plans

2010 2009 2010 2009

in Thousands

For the Periods anded December 31

The following is summasy of the pension and

postretirement amounts that the Company has recorded in

Accumulated orhet comprehensive income AOCI and the

expected amortiaation of those amounts ovet the next ycat

AOCI Benefies

Posrcetieemeoe Expected Ansoreization

Peosion Plans Plans
Pension Pusereesremene

December 31 Plans Plans

2010 2009 2010 2009 2011 2011

in Thoioandsl

Actuarial loss

Prior service cost

$241797

3078

$199390

4005

$26557

4975

$15042

5227

$16866

826

1710

1022
Transition

obligation 77 178 39

Tutal $2-s-i875 $203395 $21659 $12993 $F692

Change in benefit obligations

Benefit obligation at beginning
of period $411197 $410465 91478 $98596

Service cost 18889 2751 4733 795

Inteeest cost 24152 3507 5676 847

Contributions by participants 1853 206

Medicaee Pact eeimbuesemenes 56 30

ALeuaiial gain 62521 3662 9535 7788
Plan amendments 754
Transfer nf supplemental nnnqualified

pension from CEG 2784

Benefits paid including both annuity

payments
and lump sum distributions 19767 1864 7025 12081

Benefit obligation at end of period 499776 411197 105552 91478

Change in plait assets

fair value of plan assets at beginning of

peeind 238648 234367

Actual return on plan assets 35285 6145

Employee contribution 45886 5116 972

Plan participants contributions 1853 206

Medicaee Part reimbursements 56 30

Benefits paid including both atinuity

payments and lump sum diseributiuns 19767 1864 7025 1208

fair value of plan assets it end of period 300052 238648

Liability at end nf period $199724 $172549 $105552 $91478

Years

Expected Cash Benefit Payments

The pension and posttetirement benefits the Company expects

to pay in each of the next five yeats and in the
aggtegate fot the

subsequent five yeats ate shown below These estimated benefits

ate based on the same assumptions used to measute the benefit

obligations at Decembet 31 2010 but include benefits

attributable to estimated futute employee setvice

Pension Postretirement

Benefits Benefits

In Thousands

2011 $.43917 4233

2012 35110 4596

2013 41074 5225

2014 47260 6009

2015 49648 6508

2016-2020 250807 39782

Assumptions for Pension and Postretirement Benefit

Obligations and Periodic Cost

The assumptions used in calculating pension and posttetitement

obligations and petiodic costs diffet between the plans fot Nine

Mile Point employees and the plans fot the test of the

Companys employees The weighted-avetage assumptions used

in calculating pension and posttetitement obligations wete as

follows

Postretirement

Pensiom Plans Plans

At December 31 2010 2009 2010 2009

The benefit obligation above is the ptojected benefit

obligation PBO fot the Pension Plans and the accumulated

benefit obligation ABO fot the Postretirement Plans The

Company is requited to reflect the funded status of its Pension

Plans above in terms of the PBO which is higher than the

ABO because the PBO includes the impact of expected future

compensation increases on the pension obligation The Pension

Plans had ABO balances that exceeded the fair value of plan

assets as of Decembet 31 2010 and 2009 The aggregate ABO
balances fot the Companys Pension Plans were $443.9 million

and $365.0 million as of those respective dates

Net Periodic Benefit Cost and Amounts Recognized in

Other Comprehensive Income

The following table shows the components of net periodic

benefits cost for the pension and postretirement plans

Poseeeeieemene

Peosioo Plans Plans

Components 0f Net Periodic Benefit Cost

For the Periods Ended December 31

Discount tate

Rate of compensation

increase

2010 2009 2010 2009

Service case

Inteeme cost

Espected return on plan assets

Amnreization of unrecognized prior service ense

Recognised net actuarial loss

Transition obligation

Amount capitalized as construction cost

18889

24152

24882

841

11391

11271

in Thousands

2751 4733

3507 5676

3445

171 965

1781 1021

59

176 457

795

847

148

259

54

Net periodic betiefie cast 29264 4589 $10067 $1708

5.25% 6.00% 5.75% 6.50%

3.75% 3.75% 3.75% 3.75%
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The weighted-average assumptions used in calculating

pension and postretiremenr net periodic cost were as follows

Postretirement

Pensio Plans Plans

Periods Ended December 31 2010 2009 2010 2009

Discount rate 6.00% 5.75% 6.50% 5.75%

Expected return on plan

assets

Rate of compensation

increase

Effective in 2011 the Company reduced its expected

long-term rate of return on plan assets assumption to 8.25%

The discount rate is based on an analysis of high-quality

corporate bonds whose maturities match the Companys expected

benefit payments The expected long-term rate of return on plan

assets reflects the Companys long-term investment strategy iii

terms of asset mix targets and expected returns for each asset

class

The health care inflation rate assumptions used in

calculating postretirement plan obligations at December 31
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

one-percentage-point change in the assumed health care inflation

rate would have the following effects

One-Percentage-Point Increase/Decrease in

Health Care Inflation Rate

Effect on postretirement obligation as

of December 31 2010

Effect on annual combined service

and interest cost for 2010

Currently the Investment Policy allocates 70% of plan

assets to return-seeking assets to hep reduce existing deficits in

the funded status of the plans As the funded status of the plans

improvec the Investment Pnlicy callc for reducing the
exposure

to return-seeking assets and increasing the liability-hedging assets

to reduce total risk

Return-Seeking Assets

The purpose of return-seeking assets is to provide investment

returns in excess of the growth of pension liabilities This

category
includes diversified portfolio of public equities private

equity real estate hedge funds high-yield bonds and other

instruments These assets are likely to have lower correlations

with the pension liabilities and lead to higher funded-status risk

over shorter periods of time

Liability-Hedging Assets

The
purpose of liability-hedging assets such as long-duration

bonds and interest-rate derivatives is to hedge against interest

rate changes Exposure to liability-hedging assets is intended to

reduce the
volatility

of plan funded status contributions and

pension expense

Risk Management

Risk is evaluated on an ongoing basis and plan asset risk is

iiiatsaged using scvcral approaches First the asscts arc invested

in two diverse portfolios each of which contains investments

across spectrum of asset classes Second long-term

investment horizon greater than ten years is considered which

enables the Company to tolerate the risk of investment losses in

ss 166 037 the short-term with the expectation of higher returns in the long

term Third thorough due diligence program is employed

416 312 prior to selecting an investment and rigorous ongoing

monitoring program
is utilized once assets are invested

Qualified Pension Plan Assets

Investment Strategy

The Company invests its qualified pension plan assets using the

following investment objectives

ensure availability of funds for payment of plan benefits

as they become due

provide for reasonable amount of long-term growth of

capital without ezcessive volatility

produce investment results that meet or exceed the

assumed long-term rate of return

improve the funded status of the plan over rime and

reduce future contribution and expense volatility as

funded status improves

To achieve these objectives the Company through the

Investment Committee has adopted an Investment Policy that

divides its pension investment program into two primary

portfolios

return-seeking assetsthose assets intended to generate

returns in excess of pension liability growth and

liability-hedging assetsthose assets intended to have

characteristics similar ro pension liabilities

Asset Allocation

Plan assets are diversified across various asset classes and

securities based on the Investment Policy This policy allocation

is long-term oriented and consistent with the risk tolerance and

funded status Ar December 31 2010 the target allocations were

70% return seeking assets consisting of 48% global equity

securities 15% alternative investments and 7% high-yield bonds

and other instruments and 30% liability-hedging assets

consisting of fixed income securities other than high-yield

bonds The portfolio is periodically rebalanced when the actual

allocations fall outside of rhe ranges prescribed in the Investment

Policy

The target asset allocarion also allows for investments in

financial instruments including asset-backed securities and

collateralized mdrrgage obligations which are exposed to risks

such as interest-rate and market volatility These instruments are

sensitive to changes in economic conditions Such changes could

materiall affect the value of plan assets

Fair Value

The table below sets forth by level within the fair value

hierarchy discussed in Note the actual allomrion of

8.50% 8.50% N/A N/A

3.75% 3.75% 3.75% 3.75%

Increase Decrease

In Thousands
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investments of the Pension Plans at fair value Amounts by type

of investment and fair value classification as of December 31

2009 were based on the Compapys 18.4% share of the total

marker value of the CEG master trust There are no significant

concentrations of risk in terms of sector industry geography or

company

Total Fair Value at

December 31 2010 December 31 2009

In Thousands

Global equity

securities

High-yield bonds 15

48586

125

Total Level input 15 48711

Global equity

securities

Fixed-income securities

154715 86372

other than

high-yield bonds

High-yield bonds

Cash and cash

79624

20476

65224

17067

equivalents

Hedging assets

interest rate swaps

32870

433

4489

Total Level input 288118 173152

Alternative investments 11919 16785

Total Level input 11919 16785

Total fair value $300052 $238648

The following is description of the valuation

methodologies used for assets measured at fair value

Global equity securities are valued at unadjusted quoted

market share prices within active markets Level or

based on external price/spread data of comparable

securities Level Common collective trust funds

within this category are valued ar fair value hosed on rho

unit value of the Rind which is observable on less

frequent basis Level Unit values are determined by

the bank or financial
instjturion sponsoring such funds

by dividing the funds net assets at fair value by its units

outstanding at the valuation dates

Fixed income high-yield bonds cash and cash

equivalents and over-the-counter hedging assets are

valued based on external price data of comparable

securities Level

Alternative investments Level primarily consist of

hedge funds real estate funds and financial limited

partnerships private eqTiiry funds These investments

do nor have readily determinable fair values because they

are not listed on national exchanges or over-the-counter

markets We have valued these alternative investments at

their respective net asset value per share or its

equivalent such as partners capital which has been

calculated by each partnerships general partner in

manner consistent with GAAP for investment

companies Among other requirements the partnerships

must value their underlying investments at fair value

While the net asset value per share provides reasonable

approximation of fair value the fair values of the

alternative investments are estimates and accordingly

such estimated values may differ from the values that

would have been used had ready market for the

investments existed and the differences could be

material

The following table sets forth summary of changes in the

fair value of the Level assets

Balance at beginning

of period

Re-allocation of

assets between

CEG and CENG

pension trusts

upon final ERISA

4044 evaluation

Realixed gains

Unrealized gains

Purchases during the

period

Sales during the

period

Transfers into and

out of Level

For the Period Ended

December 31 2010 December 31 2009

In Thousands

$16785 $16126

16785

619

162

490

11300 98

Balance at end of

period 11919 $16785

431

340
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Leases Commitments and Guarantees

Leases

The Company is the lessee under cettain facilities and

equipment lease agteements which expite on vatious

dates and have various renewal options All leases are

classified as operating leases The Company included

approximately $3.2 million and $0.5 million of expense

related to its operating leases in the Consolidated

Statements of Income for the periods ended

December 31 2010 and 2009 respectively excluding

amounts for leased equipment and office space under the

Administrative Service Agreement with CEG discussed in

Note The commitments schedule below includes

either in Operating leases or in Administrative services

agreement with CRC managements estimates of the

future minimum rental payments required under

operating leases that have initial or remaining

noncancelable lease terms in excess of one year as of

December 31 2010

Commitments

The Company has made substantial commitments in

connection with the operation of its plants relating to the

procurement
of nuclear fuel long-term service

agreements capital for construction programs and other

purchases

Nuclear Fuel

The Company has long-term contracts for the purchase

conversion and enrichment of nuclear fuel and the

fabrication of fuel rod assemblies These commitments

provide for quantities to substantially meet the

Companys expected requirements for the next several

years These contracts expire between 2011 and 2028

The nuclear fuel markets are competitive and
prices can

be volatile but
management

does not anticipate problems

in meeting the Companys future supply requirements

Other Long-Term Agreements

The Company has multi-year commitments in

connection with various construction projects the

procurement of canisters for the disposal of spent nuclear

fuel other long-term service
agreements and other

purchase commitments for its plants

Ar December 31 2010 management estimates that the Companys future obligations on existing commitments

are as set forth below

Guarantees

The Companys guarantees do not represent incremental

obligations Instead they represent parental gfsaranrees

of the obligations of its consolidated operating

subsidiaries Ar December 31 2010 the Company

guaranteed the following on behalf of its consolidated

operating subsidiaries

total of $587.5 million for the contingent

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

the remaining payment obligations resulting

from non-performance under the power

purchase agreements
with CECG and

EDFTNA discussed in Note and

if the capacity of NMP2 is increased

$3.0 million for the contingent payment and

performance obligations under the capacity-sale

agreement discussed in Note

2011 2012 2013 2014 2015 Thereafter Total

In Thousands

Operating leases 1209 1227 880 539 180 4035

Nuclear fuel contracts 222761 193573 235526 113658 236899 1536866 2539283

Power services agency agreement with CECG see

Note 13600 8500 8500 4300 34900

Administrative services agreement with CEO see

Note 47500 48450 49419 50407 51416 105937 353129

Long-rerm service contracts capital projects nuclear

fuel canisten etc 28461 20027 7995 7694 6561 489 71227

Total fixture obligatinna $313531 $271777 $302320 $176598 $295056 $1643292 $3002574
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contingerLies

Storage of Spent Nuclear Fuel

The Nuclear Waste Policy Act of 1982 as amended

NWPA requires the federal government through the

DOE to develop repository for the disposal of spent

nuclear fuel and high-level radioactive waste Although

the NWPA and the Companys contracts with the DOES

required the DOE to begin raking possession of spenr

nuclear fuel no later than January 31 1998 the DOE

has failed to meet its obligation The DOEs delay in

raking possession of spent fuel has required the Company

to undertake additional actions and incur costs to

provide on-sire dry ftiel
storage at all three of irs nnclear

sites The Company has installed additional capacity at

its independent spent fuel storage installation ISFSI

at Calvert Cliffs has constructed an ISFSI at Ginna and

is constructing an ISFSI to be placed in service at Nine

Mile Point in 2012

Prior to 2010 the DOE had stated that it may nor

meet its obligation until 2020 at the earliest During

2010 the DOE requested the withdrawal of its license

application to use Yucca Mountain as national

repository for
spent

nuclear fuel Ar this time the

Company is nor able to determine whether the DOE will

be able to commence meeting irs obligation by 2020

Each of the Companys plant subsidiaries have filed

complaints against the federal government in the U.S

Court of Federal Claims seeking to recover damages

caused by the DOEs failure to meet its contractual

obligation to begin disposing of
spent

nuclear fuel by

January 31 1998 The cases are currently stayed

pending litigation in other related cases Any funds

received from the DOE that represent the reimbursement

of costs incurred prior to the EDF Closing shall belong

to CEG and any funds representing the reimbursement

of costs incurred after the EDF Closing shall belong to

CENG
In connection with the purchases of the Nine Mile

Point and Ginna plants all of the former owners rights

and obligations related to recovery of damages for the

DOEs failure to meet its contractual obligations were

assigned to the Company However any recovery
from

the DOE on behalf of the Ginna damages claim is

subject to potential reimbursement back to the former

owner of that
facility

for up to $10 million

Nuclear Insurance

The Company maintains nuclear insurance coverage for

irs plants in four program areas liability
worker

radiation property and accidental outage
These policies

contain certain industry-standard exclusions including

but not limited to ordinary wear and tear and war

In November 2002 the President signed into law

the Terrorism Risk Insurance Act TRIA of 2002

which was extended by the Terrorism Risk Insurance

Extension Act of 2005 and the Terrorism Risk Insurance

Program Reauthorization Act of 2007 Under the TRIA

property and casualty insurance companies are required

to offer insurance for losses resulting from certified acts

of terrorism Certified acts of terrorism are determined by

the Secretary of the Treasury in concurrence with the

Secretary of State and Attorney General and primarily

are based upon the occurrence of significant acts of

terrorism that intimidate the civilian population of the

United States or attempt to influence policy or affect the

conduct of the United Stares Government The

Companys nuclear
liability

nuclear property and

accidental outage
insurance programs described below

provide coverage for certified acts of terrorism

If there were nuclear accident or an extended

outage at any of the Companys units it could have

substantial adverse effect on the Companys liquidity and

financial results In addition if there were an accident at

any nuclear power plant insured by the industry mutual

insurer NEIL the Company could be asiessed

retrospective insurance premiums which could have

substantial adverse effect on the Companys liquidity and

financial results

Nuclear Liability Insurance

Pursuant to the Price-Anderson Act as amended the

Company is required to insure against public liability

claims resulting from nuclear incidents to the full limit of

public liability
This limit of liability consists of the

maximum available commercial insurance of

$375 million and mandatory participation in an

industry-wide retrospective premium assessment program

The retrospective premium assessment is $117.5 million

per reactor per incident increasing the total amount of

insurance for public liability
to approximately

$12.6 billion Under the retrospective assessment

program the Company can be assessed up to

$587.5 million per incident at any commercial reactor in

the country payable at no more than $87.5 million per

incident per year This assessment also applies in excess

of the worker.radiation claims insurance Both the

maximum assessment per reactor and the maximum

yearly assessment are adjusted for inflation at least every

five years based upon the Consumer Price Index and are

subject to stare premium taxes In addition the United

States Congress could impose additional revenue-raising

measures to pay
claims
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Worker Radiation Claims Inkirance

The Company participates in the American Nuclear

Insurers Master Worker
Program that provides coverage

for worker rort claims filed for radiarion injuries The

policy provides single industry aggregate limit of

$375 million that is sub-limited as follows $200 million

for occurrences of radiation injury claims against all those

insured by this policy prior to January 2003

$300 million for occurrences of radiation injury claims

against all those insured by this policy between

January 2003 and January 2010 and $375 million

for occurrences of radiation injury claims against all those

insured by this policy on or after January 2010

The sellers of Nine Mile Point retain the liabilities

for existing and potential claims that occurred prior tp

November 2001 and the seller of Cinna retains the

liabilities for existing and potential claims that occurred

ptiot to June 10 2004 In addition LIPA which owns

18% of NMP2 is obligated to assume its
pto rara share

of any liabilities for retrospective premiums and other

premium assessments If claims under these policies

exceed the coverage limits the provisions of the Price-

Anderson Act would apply

Nuclear Property Insurance and Accidental Nnelear Outage

Insurance

As discussed in Note the Companys plants are

provided property and accidental outage insurance

through the membership of CEG and EDFI in the

industry mutual insurer NEIL

The insurance provides $500 million in primary

property coverage at each plant $1.8 billion of excess

property coverage at Ginna and $2.25 billion in excess

property coverage under blanket policy at each of

Calvert Cliffs and Nine Mile Point However undcr the

blanket policy Calvert Cliffs and Nine Mile Point share

$1.0 billion of the $2.25 billion of excess property

coverage applicable to each those plants Therefore in

the unlikely event of two full-limit property damage

losses at Calvert Cliffs and Nine Mile Point the

Company would recover total of $4.5 billion instead of

$5.5 billion $2.75 billion each since those plants share

$1.0 billion of the excess property coverage

Losses resulting from non-certified acts of terrorism

are coveted as common occurrence meaning that if

non-certified terrorist acts occur against one or morc

commercial nuclear power plants insured by NEIL within

12-month period they would be treated as one event

and the owners of the plants where the acts occurred

would be limited to maximum recovery of one full

limit of liability $3.24 billion as of December 31

2010
The NEIL insurance also provides indemnification

on weekly basis for losses resulting from an accidental

outage
of nuclear unit Coverage begins after 12-week

deductible period and continues at 100% of the weekly

indemnity limit for 52 weeks and then at 80% of the

weekly indemnity limit for up to the next 110 weeks

The accidental outage insurance coverage is up to

$490 million per unit at Calvert Cliffs and Ginna

$420 million for Nine Mile Point Unit and

$402 million for Nine Mile Point Unit These

amounts can be reduced by up to $98 million per unit

at Calvert Cliffs $84 million for Nine Mile Point Unit

and $80 million for Nine Mile Point Unit if an

outage
of more than one unit is caused by single

insured physical damage loss

If claims at plants insured by NEIL result in

shortfall of NEIL reserve funds all policyholders could

be assessed retrospective premium for which the

combined CEG and EDFI premium share for the current

policy year could be as much as $94.7 million Subject

to availability of funds the Company would be required

to reimburse CEG and EDFI for aisy retrospective

premiums assessed by NEIL

Water Intake Regulations

The Clean Water Act requires cooling water intake

structures to reflect the best technology available for

minimizing adverse environmental impacts The

Environmental Protection Agency is expected to propose

regulations to implement this act in March 2011 At this

time the Company cannot estimate the costs of

complying with the new regulations but such costs could

be material

In Match 2010 the New Yodc Department of

Environmental Conservation issued draft policy

designating closed-cycle cooling as the best technology

available for cooling water intake structures for

minimizing adverse environmental impacts At this time

the Company cannot predict whether this policy will be

adopted However if the policy is adopted and the

Company is required to retrofit its two New York plants

to implement this rechnology the compliance costs could

be material

Nine Mile Point Labor Contract

The Company had total of approximately 2760

employees at December 31 2010 At the Nine Mile

Point
facility approximately 58 employees are

represented by the Intesnarional Brotherhood of Electrical

Workers Local 97 The labor contract with this union

expires in June of 2011 We expect negotiations for

new contract to begin in May of 2011 and we expect to

execute new agreement
with the union We believe that

our relationship with this union is satisfactory but there

can be no assurances that this will continue to be the

case
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Nine Mile Point Propqrty Taxes

Nine Mile Pnint Nuclear Srarion NMPNS ia

respondent in petition litigation file4 in New York

state court by the Oswego City School District School

District wherein the School District challenges the

2010 property tax assessment of Nine Mile Point Unit

Additionally both NMPNS and the Company are in

discussions with certain tax jurisdictions in New York

including the School District with respect to future

property taxes on both Nine Mile Point units While the

Company believes that the School Districts petition is

withour merit the
litigation potentially could increase

Nine Mile Point Unit taxes for the 2010-2011 fiscal

year by approximately $7 million Further discussions

and negotiations regarding future tax payments may

result in an increase in future property taxes on both

Nine Mile Point units At this time the Company is

unable to determine the outcome of either the litigation

or discussions
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Shareholder Information

Dividends

The Board of Directors sets the record

and payment dates for quarterly

dividends In January 2011 we deckred

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 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 dares

areJuly 12011 Oct 32011 and

Jan 2012

Derailed 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

PricewarerhouseCoopers LLP

Stock Transfer Agent and

Registrar

American Stock Transfer

Trust Company LLC

Arm Shareholder Services

6201 15th Avenue

Brooldyn NY 11219

800 258 0499

email info@amstock.com

www.amsrock.com

Shareholder Assistance

For general inquiries or for assistance

with lost or stolen stock certificates

or dividend checks name or address

changes smock transfers or the Share

holrkr 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 fQr more information

please contact our Stock Transfer Agent

and Registrar

Email Alerts

To automatically receive email alerts

about our financial information

including notification of SEC filings

financial reports presentations and

press releases go to the JR Tool Box on

the Investors section of our websire at

constellamion.com and select Email Alerts

to register your preferences You also can

make changec in
your

norifirarion nprionc

to unsubscribe from the service

Form 10-K

Our 2010 Form 10-K is included

as part of.xhis annual
report Our

2010 Form 10-K and our other SEC

filings are available on our website at

consrellarion.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 CEC

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 wirhin rhic annual

report
that could cause our actual

results to differ
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