























Understanding Our Form 10-K

One of our priorities at Constellation Energy is to provide you with clear, easy-to-read and easy-to-understand
information about our company. We want you to know what we do, how we do it and how we’re doing,.

This special section is intended to be a guide, describing and summarizing some of the information contained
in our Form 10-K and providing page numbers where more details can be found. Our complete Form 10-K
follows this special section.

Breaking Down Our Form 10-K

Our Form 10-K has four parts:
Part I: In-depth descriptions of our businesses.
Part Il: Our financial performance, the information in which investors are usually most interested.
Part Ill: Directs readers to other filings made with the Securities and Exchange Commission for details about our Board of Directors,
executive compensation, auditor fees, stock ownership information and other matters.
Part IV: A listing of financial statement schedules and exhibits.

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 merchant energy business
Our regulated utility—Baltimore Gas and Electric Company
Our other nonregulated businesses

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

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

Pagels) Item Section

2 1. Business Overview We have a merchant energy business and a regulated utility.

2 Operating Segments  Our reportable operating segments are merchant energy, regulated electric and

regulated gas. We also have certain other nonregulated business activities.

3-10 Merchant Energy Our business
Business We provide energy products and services to wholesale and retail customers, including
distribution utilities, cooperatives, aggregators, and commercial, industrial and
governmental customers. We manage contractually controlled physical assets, including
generation facilities, natural gas properties and international coal and freight assets.
We generate electricity and we provide risk management services and trade energy and
energy-related commodities.

Fuel sources
Our electricity generated by fuel type in 2007: nuclear—é61 percent; coal, gas and oil —
35 percent; renewable and alternative—four percent.

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

Merchant energy business operating statistics for the last five years
The steady increases in revenues reflect the strong growth of our merchant energy business.

10-15 Baltimore Gas and Our business
Electric Company We're an electric transmission and distribution utility and a natural gas distribution utility
with a service territory that includes the City of Baltimore and parts of Central Maryland.

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

15 Other Nonregulated We offer energy solutions to residential, commercial, industrial and
Businesses government customers.

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



Understanding Our Form 10-K

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

Page(s) Item Section

15 Consolidated Capital  Our total capital requirements for 2007 were approximately $1.7 billion, and we expect
Requirements them to be approximately $2.5 billion in 2008.

15-17 Environmental We are subject to regulations concerning air quality, water quality and the disposal
Matters of hazardous substances. Over the next three years, our total estimated capital

requirements for environmental matters are approximately $1.0 billion.

17 Employees We had approximately 10,200 employees at year-end 2007.

18-23 1A. Risk Factors There are a number of risks related to our businesses and the industries in which we
operate that could adversely affect our financial results.

23-25 2. Properties Our offices
Our corporate offices are in Baltimore, Maryland. We have marketing offices throughout
North America and we also lease space internationally.

Our energy-producing properties
We own approximately 8,700 megawatts of electric generating capacity at plants
diversified by fuel type and located strategically throughout the United States.

25-26 Executive Officers Our executive officers have a diverse mix of energy, financial and other experience in
of the Registrant competitive and regulated markets.

Part IlI: Our Financial Performance

Part Il contains management’s discussion and analysis of our results of operations and financial condition and our audited financial statements.
It compares our results from 2007 with those from 2006 and our results from 2006 with those from 2005.

The sections in Part Il include:
Introductory ltems—The Basics
Management'’s Discussion and Analysis—The Context
Financial Statements—The Numbers
Notes to the Financial Statements—The Details

Introductory ltems

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

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

Pagels) Item Section

27-28 5. Market for Our dividend information
Registrant’s Common We declared dividends of $1.74 per share in 2007 and increased our annual dividend rate
Equity, Related to $1.91 per share in January 2008.

Shareholder Matters
and Issuer Purchases
of Equity Securities

Our stock price
The price of our common stock—based on New York Stock Exchange Composite
Transactions—ranged from $68.78 to $104.29 in 2007.

Our common share repurchase program

Our Board of Directors approved a common share repurchase program for up to $1 billion of
our outstanding common shares, which is expected to be executed over a 24-month
period in a manner that preserves flexibility to pursue additional strategic investment
opportunities. We have repurchased approximately 2.5 million outstanding common
shares for $250 million pursuant to this program.

29-30 6. Selected Summary of our operations and financial condition and our financial statistics for the
Financial Data last five years.

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

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

Here’s Where You Look in Part Il

Pagels)
&

31-32

32-35

35-39

40

41-56

57-59

59-62

Item

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

Section

Introduction and
Overview

Strategy

Business Environment

Critical Accounting
Policies

Significant Events

Results of Operations

Financial Condition

Capital Resources

Highlights of What You’ll Find

We summarize how we have organized our discussion and analysis.

We are pursuing a strategy to provide energy and energy-related services through our
competitive supply activities and our regulated Maryland utility.

Energy markets have been volatile over the last several years, with significant changes
in natural gas, coal and power prices. We continue to be subject to extensive federal
and state regulation.

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

2007 significant events include:
+ Our common share repurchase program
+ Ourdividend increase
+ The deconsolidation of Constellation Energy Partners LLC (CEP)
+ Acquisitions of the following:
- working interests in gas- and oil-producing fields
+ an entity that expanded our retail competitive supply operations
+ a portfolio of energy contracts
- a partially completed gas-fired, combined-cycle power generating facility in Alabama
(February 2008)
+ Contributions to our shipping joint venture
+ Formation of our nuclear development joint venture with Electricite de France (EDF)
+ The issuance of rate stabilization bonds by BGE
+ The partial phase-out of synthetic fuel tax credits

The detailed discussion of our earnings

Our overall net income for 2007 was $821.5 million, a decrease of $114.9 million from 2006,
driven mostly by lower earnings due to the absence of the gain on the sale of gas-fired
generating facilities in 2006, lower earnings from our synthetic fuel processing facilities
due to a higher phase-out of tax credits and lower earnings at our regulated businesses.

Our merchant energy income from continuing operations was $679.2 million in 2007, an
increase of $99.1 million from 2006.

Our regulated electric net income for 2007 was $97.9 million, a decrease of $22.3 million
from 2006. Our regulated natural gas net income for 2007 was $28.8 million, a decrease
of $8.2 million from 2006.

Cash flow
Cash provided by our operations was $927.8 million in 2007.

Security ratings
All of our security ratings are investment-grade.

We're estimating that we’ll spend $2.5 billion in capital for 2008 and $2.0 billion in 2009 to
fund existing and anticipated projects.

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

Here’s Where You Look in Part Il Highlights of What You’ll Find
Page(s) Item Section
62-67 Market Risk 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 parameters, limits and trading guidelines.

Our Financial Statements

The Numbers: We provide separate financial statements for Constellation Energy and BGE. This section also includes our management’s reports on
our financial information and the effectiveness of our internal controls as well as our auditor’s reports on our financial information and its report
on the effectiveness of Constellation Energy’s internal controls.

Here’s Where You Look in Part Il Highlights of What You’ll Find
Page(s) Item Section
68 8. Financial Reports of Our management accepts responsibility for the information and representations in our
Statements and Management financial statements and concludes that our internal control over financial reporting was
Supplementary Data effective as of December 31, 2007.
69-70 Reports of PricewaterhouseCoopers LLP states its opinion that both Constellation Energy’s and
Independent BGE's consolidated financial statements are presented fairly, in all material respects, and
Registered Public that Constellation Energy maintained, in all material respects, effective internal control
Accounting Firm over financial reporting at December 31, 2007.
71 Consolidated Our net income for 2007 was $821.5 million.
Statements of Income
72-73 Consolidated Our total assets were $21.9 billion at December 31, 2007.
Balance Sheets
74 Consolidated Our cash and cash equivalents at December 31, 2007 were $1.1 billion, a decrease of
Statements of $1.2 billion from a year earlier.
Cash Flows
75 Consolidated We discuss the composition of and changes in our common shareholders’ equity. In 2007,
Statements of we declared $368.4 million in dividends.
Common

Shareholders’ Equity
and Comprehensive

Income

76-77 Consolidated At December 31, 2007, our total capitalization was $10.2 billion—$4.7 billion in long-term
Statements of debt, $19.2 million in minority interests, $190.0 million in preference stock, and $5.3 billion
Capitalization in common shareholders’ equity.

78-81 BGE Financial We include financial statements for BGE because it is a 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.

Here’s Where You Look in Part Il Highlights of What You'll Find
Page(s) Item Section
82-93 Note 1: Significant Accounting methods that we use and how they’re applied throughout our businesses,

Accounting Policies along with the new accounting standards issued and adopted.

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

Page(s) Item Section

94-97 Note 2: Other Events

97-98 Note 3: Information by
Operating Segment

99-102 Note 4: Investments

102-103 Note 5: Intangible
Assets

103-105 Note 6: Regulatory
Assets [net)

105-109 Note 7: Pension,
Postretirement, Other
Postemployment,
and Employee Savings
Plan Benefits

109 Note 8: Credit
Facilities and Short-
Term Borrowings

110-112 Note 9: Long-Term
Debt, Common Stock
and Preference Stock

113-115 Note 10: Taxes

116 Note 11: Leases

117-121 Note 12:
Commitments,
Guarantees and
Contingencies

122-123 Note 13: Hedging
Activities and
Fair Value of Financial
Instruments

124-125 Note 14: Stock-Based
Compensation

126 Note 15: Merger and
Acquisitions

127 Note 16: Related Party
Transactions—BGE

128-129 Note 17: Quarterly

Financial Data
(Unaudited)

Highlights of What You’ll Find

Other events added $38.4 million to our pre-tax earnings, reflecting $63.3 million in gains
on sales of equity of CEP, offset by $20.2 million in impairment losses and other

costs, $2.4 million in losses from discontinued operations and $2.3 million in workforce
reduction costs.

Our revenues, net income and other financial information broken out by operating
segment show the growth of our merchant energy business.

Our investments are mainly financial investments related to our nuclear
decommissioning trust funds.

At December 31, 2007, our carrying amount of goodwill was $261.3 million, and our total
net intangible assets subject to amortization were $353.1 million.

At December 31, 2007, our total regulatory assets (net) were $651.1 million, which
included $593.4 million deferred for future collection under the rate stabilization plan
provided for in Maryland legislation.

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

Our short-term borrowings (debt that matures within one year from the date it's issued)
may include bank loans, commercial paper and bank lines of credit.

We provide details about our long-term debt (debt that matures a year or more from the
date it's issued), our common stock repurchase program and about our preference stock.

Our income tax expense for 2007 was $428.3 million, which reflected a net $55.9 million
favorable impact from synthetic fuel tax credits after estimated phase-out.

We provide details about the capital and operating leases in which we enter.

We provide details about our commitments, financial guarantees, contingencies,
environmental matters, legal proceedings involving us and our insurance coverage.

We explain how we manage commodity price fluctuations and interest rate exposure,
and we disclose the fair value of our financial instruments.

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

We acquired working interests in gas- and oil-producing properties, Cornerstone Energy,
Inc., and a partially completed gas-fired, combined-cycle power generating facility
in Alabama (February 2008).

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

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

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

Aggregator

a company, intermediary or agent that combines
the energy needs of multiple customers and
then buys or provides the energy and services
needed

British Thermal Unit (BTU)

a basic unit used to measure natural gas;

the amount of natural gas needed to raise the
temperature of one pound of water by one
degree Fahrenheit

Competitive Supply Business

the portion of our business that provides energy
and related value-added services to wholesale
and retail customers in competitive markets

Dekatherm (DTH)
a standard measurement of natural gas;
10 therms or one million BTUs

Deregulation

in the industry, the process by which regulated
markets become competitive markets,

giving customers the opportunity to choose their
energy supplier

Distribution

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

Estimated Proved Reserves

estimated quantities of crude oil, natural

gas, and natural gas liquids that geological and
engineering data show with reasonable
certainty to be recoverable in future years from
known reservoirs under existing economic

and operating conditions

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

Full Requirements Service

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

24

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

Generation

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

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

Independent System Operator

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

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

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

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

Megawatt (MW)

one million watts of electricity, enough
electricity to light 10,000 100-watt light bulbs
for one hour

Nuclear Regulatory Commission (NRC)

the U.S. agency that regulates commercial
nuclear power plants and the civilian use of
nuclear materials

Origination

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

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

Portfolio Management and Trading

using energy and energy-related commodities
to manage our portfolio of purchases and
sales to customers through structured
transactions, and trading energy and energy-
related commodities to deploy risk capital to
earn additional returns

Regional Transmission Organization (RTO)

a group of companies with responsibility for the
planning and use of power transmission lines
in a geographic region

Regulated Business

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

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

Standard Offer Service

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

Tolling Contract

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

Transmission

the sending of electricity at high voltage, usually
on lines running along high towers, from
generating plants to substations, where it is then
reduced to a lower voltage that is delivered

to homes, businesses and industrial facilities

Unit Contingent Power Purchase Agreement

a contract with a power plant operator where
the buyer receives the specified output from the
plant unless the plant is not operating

Value at Risk (VaR)

a statistical measure that helps evaluate risk by
showing how much the value of our derivative
assets and liabilities subject to mark-to-market
accounting may change under various
circumstances



Shareholder Information

Dividends

The Board of Directors sets the record and
payment dates for quarterly dividends. In
January 2008, we raised our quarterly dividend
to 47.75 cents per share—a 10 percent
increase over the previous quarterly dividend
and equivalent to an annual dividend of
$1.91 per share. We paid the new dividend on
April 1, 2008, to shareholders of record on
March 10, 2008. Projected record dates for
the next three quarters are June 10, 2008;
Sept. 10, 2008; and Dec. 10, 2008. Projected
payment dates are July 1, 2008; Oct. 1, 2008;
and Jan. 2, 2009.

Detailed information about our dividend policy,
as well as our dividend payments and stock
price ranges for the last two years, is available
on page 27 of our 2007 Form 10-K included
within this annual report.

Certifications

As required by the Sarbanes-Oxley Act of 2002,
we have filed the Chief Executive Officer and
Chief Financial Officer certifications in our 2007
Form 10-K. Additionally, our Chief Executive
Officer provided an annual certification in June
2007 with respect to our compliance with the
New York Stock Exchange corporate governance
listing standards.

Independent Registered Public Accounting Firm
PricewaterhouseCoopers LLP

Stock Transfer Agent and Registrar
American Stock Transfer & Trust Company
Shareholder Services

59 Maiden Lane

New York, NY 10038

(800) 258-0499

www.amstock.com

Shareholder Assistance

For generalinquiries, or for assistance with lost
or stolen stock certificates or dividend checks,
name or address changes, stock transfers, or the
Shareholder Investment Plan, please contact
our Stock Transfer Agent and Registrar.

Shareholder Investment Plan

Our Shareholder Investment Plan provides
shareholders with an easy, economical way

to acquire additional shares. In addition, accounts
can be used to sell, deposit and transfer shares.
To participate, or for more information, please
contact our Stock Transfer Agent and Registrar.

E-mail Alerts

To automatically receive e-mail alerts about our
financial information—including notification

of SEC filings, financial reports, presentations
and press releases—go to E-mail Alerts on the
Investor Relations section of our Web site at
www.constellation.com and register your
preferences. You also can make changes in
your notification options or unsubscribe from
the service.

Form 10-K

Our 2007 Form 10-K is included as part of this
annual report. Our 2007 Form 10-K and our
other SEC filings are available on our Web site at
www.constellation.com. We also will provide
additional copies upon request. Send requests to
Constellation Energy Shareholder Services,
750 East Pratt Street, Baltimore, MD 21202.

Stock Trading

Constellation Energy common stock trades
under the ticker symbol CEG on the New York
and Chicago stock exchanges.

Forward-Looking Statements

We make statements in this annual report that
are considered forward-looking within the
meaning of the Securities and Exchange Act of
1934. These statements are not guarantees

of our future results and are subject to risks,
uncertainties and other important factors—
including those in the Forward-Looking
Statements and Risk Factors sections of our
2007 Form 10-K included within this annual
report—that could cause our actual results

to differ.

The cover and narrative section of this annual report are printed on recycled paper that contains 30 percent post-consumer fiber; the Form 10-K

portion of this report contains 10 percent post-consumer fiber. These post-consumer recycled papers are made from fiber sourced from well-managed
forests and other controlled wood sources and are independently certified by SmartWood, a program of the Rainforest Alliance, to the Forest Stewardship
Council (FSC) standards. Sandy Alexander, Inc., an ISO 14001:2004 certified printer with FSC Chain of Custody, printed this report with the use of Green-e
certified renewable wind power, resulting in nearly zero volatile organic compound emissions.

Savings from the use of post-consumer recycled fiber in place of virgin fiber:

AA4> 170.67 trees preserved for the future

Q

492.82 lbs waterborne waste not created

72,496 gallons wastewater flow saved

8 8,021 lbs solid waste not generated
& 15,794 lbs net greenhouse gases prevented
$

120,890,400 BTUs energy not consumed

Mixed Sources ‘
Product group from well-managed g
fore: lled es and
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Sandy Alexander
rdship Cc 100% wind energy

Savings from the use of wind-generated electricity:

OH\ 27,354 lbs air emissions not generated

8 11 barrels crude oil unused

This amount of wind-generated electricity is equivalent to:

@ taking two cars off the road for one year OR

A planting 1,849 trees
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