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Constellation Energy-EDF Group Nuclear Joint Venture Briefing Paper

Constellation Energy on June 10, 2009 provided the attached briefing paper related to the anticipated
ruling from the Maryland Public Service Commission (PSC) on the company’s pending nuclear joint
venture with EDF Group. This paper outlines the many benefits associated with the transaction and
provides the company’s perspective and historical context on prior agreements entered into by
Constellation Energy, the state of Maryland and the PSC.

In mid-January 2009, the PSC opened case 9173 and launched a proceeding to determine if EDF, as a
result of its investment in a nuclear joint venture with Constellation Energy’s nuclear subsidiary,
announced in December 2008, is acquiring the power to exercise “substantial influence” over
Constellation Energy’s regulated utility, Baltimore Gas and Electric Company (BGE). Constellation Energy
cooperated fully in this review. It has provided comprehensive data and made its senior executives
available for extensive questioning. The company clearly established that the investment is focused
exclusively on the nuclear generation business and is totally unrelated to the separate BGE business and
its customers.

(Editor’s note: Media interested in conducting follow-up interviews related to this briefing paper
should call the company’s media line at 410-470-7433.

The Constellation Energy—EDF Nuclear Energy Joint Venture Will Drive GrowthinMa r y | Econalry s

9 5 C Qposed Al Pbillion investment to purchase a minority stake (49.99 percent) in Constellation
Energy Nuclear Group represents a unique opportunity for our company, our customers and the state of
Maryland. This investment will increase the prospect of undertaking one of the largest construction
projects in the history of Maryland to build new emissions-free nuclear energy generation at Calvert
Cliffs Nuclear Power Plant and would create jobs and help establish Maryland as a national and
potentially global leader in clean energy.

As a multi-billion dollar project, a new nuclear unit at Calvert Cliffs would be the economic equivalent of
constructing a new major bridge ¢ such as the new Wilson Bridge over the Potomac River or a potential
new span across the Chesapeake ¢ and a pair of athletic stadiums ¢ such as Camden Yards and M&T
Bank stadium ¢ combined. And, unlike many massive taxpayer-financed infrastructure projects, the
private sector would fund the new generating unit at Calvert Cliffs. This project will create jobs for 4,000
union craftsmen, whose skill and experience will be valuable nationally and internationally, and 400
permanent jobs in Maryland.

The Nuclear Joint Venture Is Unrelated to BGE
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regulatory reviews and the proposal is moving through this process ahead of schedule. To date, the
proposed joint venture has been reviewed and cleared by the Committee on Foreign Investment in the
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United States, known as CFIUS, the Federal Energy Regulatory Commission (FERC) and the state of New
York. The New York state decision is particularly noteworthy because Constellation Energy owns and
operates three nuclear plants in upstate New York. The New York Public Service Commission determined
that an application for approval was not even required because the transaction created no opportunity

for harm to New York ratepayers. New York has allowed the transaction to proceed with no strings
attached. We expect to receive approval this summer from the Nuclear Regulatory Commission, the

final federal agency reviewing the matter. With all required approvals either in hand or pending, 8 S Q NB
on track to close the joint venture agreement in the third quarter of this year.

In Maryland, & S&hearing the end of a comprehensive review before the PSC. The primary purpose of

this review for the PSC is to determine whether EDF, as an investorina portionof/ 2y A G St f | GA2y 9V
nuclear assets, would acquire the power to exercise @ & dzo A A W F & 825§ OS¢ 2TBE NI G KS 02Y
regulated utility, BGE. 2 SQ@ZS ¥HRByH OFaS o0S¥2N8 (GKS t{/ GKFG 95

facilities is unrelated to the operations of BGE. EDF will have no influence over BGE.

EDF is simply investing in a minority interest in Constellation 9 Yy S Ndddie42 subsidiary. Itis not a

merger or acquisition. The nuclear company employs about 2,600 people, just one quarter of the

O2YLI yeQa G20l f &2 NhnFelaNdd Energy Will nyaiSthinNipedationaltntroroved

all safety, reliability and operational responsibilities at its nuclear plants. This investment does not
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EDF itself has stated clearly that it has no interest in influencing in any way the operations of BGE. And
in response to questions and concerns during the PSC proceedings, Constellation Energy and EDF agreed
to implement additional measures beyond what is necessary to prevent substantial influence. For
example, EDF has agreed that its one nominee to the Constellation Energy Board of Directors will not
receive any information about BGE. EDF has also agreed that this nominee will not be permitted to
participate in or vote upon any matter relating to BGE. It is our hope, based on the timetable spelled
out by the PSC, that the PSC will promptly complete its review this week with a finding that the
Constellation Energy-EDF nuclear joint venture poses no substantial influence over BGE. Unnecessary
bureaucratic delays only serve to put potentially significant job creation at risk and delay significant
investment in the state.

Governor O’ Ma'’l Admainistration Has Outlined New Issues that Go Far Beyond the PSC Review

In parallel with the Maryland PSC review, our company has held a number of discussions with the

g2 @S NY 2 NeJatad todthe ésibstantial influenceé question. Additionally, we proactively offered the
administration ideas related to a regulatory mechanism | y 2 6 y & yOONWYEE ¢ aleh OK ¢ 2 dz
insulate BGE from credit risk or business practices of its parent company. We continue to be open to

reasonable approaches in this area.

Recently, however, the g2 @ S NJgt&f Wddte to us with additionald 02 Y OSNY &8¢ | 62dzi 95CQa
inourcompany. hyf &8 2y S 2F (KSEBSWMARWSBHES NRINDGKSANI MNAEAS
before the PSC. All of the other items contain demands for considerable sums of money or

management action that are unrelated to the EDF investment. Yet the administration characterized

G0KSaS AaadzsSa |a a7F2dzyRI (4 eoystelfatioriiERerg) ayidéesscd alw® OS & a4 F dzf &
proposed area of concern in the summary below.
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1. EDF’_kvestment Does Not Trigger Any New Payments to our CEO ¢ We have repeatedly told the

administration staff and the PSCthatour/ 9 h gAtf NBOSA GBS bPn Ay NBflGAZ2Y |
company and $0 for any future investment of this kind. Many of the news reports and opinion columns

on this subject in recent weeks have been inaccurate. No executive gets any extra payments from

investments like the one EDF is making. Any suggestions to the contrary are misleading.

So-OF £ £t SR G OKI y3aS ardtrigg2d/oilyNRtHe évent dF a&orpSrytdinderger or
takeo @S NJ O dz&a dzI £ f & | ComstKlI2tidnEderdgydas in plakeSHandeSoNdnbrebagreements,
which are standard in its industry and in all business. These agreements are principally intended to
provide protection against hostile actions against the company and to maintain senior management
continuity during any such period, particularly in the nuclear organization. They are designed to
encourage management to remain in their jobs and not leave the company. In all previous proposed
friendly transactions, Mayo A. Shattuck L LL = G KS O2Y LI yé Q& OHsslwaiddhis y = LINB &
rights under his change-of-control agreement and has pledged to do so in the future. The EDF
transaction does not represent a change-of-control in any manner. Furthermore, the PSC has approval
authority over any transaction which would trigger a change-of-control and has the right to negate any
impact on BGE.

Second, we also have gone to extensive lengths to make clear to the administration and all relevant

stakeholders that BGE and its customers would incur no expense from transaction-related payments to

our CEOQ émpensation becausethereg 2 Y Qi 6S | ye& @ 9SSy ¢ A (KIke&S & LIS O
salary or pension T that might be apportioned among corporate subsidiaries, state law already gives

the PSC the statutory authority to limit or eliminate from BGE rates any unnecessary or improper

expense, further guaranteeing that unapproved compensation could not be passed through to BGE

customers.

Finally, we are concerned that an important line between the public and private sectors is at risk here.

[ 2yaiSttlridAz2y 9y SNHe&Qa AYRSLISYRSyd .2FNR 2F 5ANBO
and counsel, establishes the compensation programs for senior executives. These programs are

benchmarked to ensure they are in line with industry and peer group norms, and are tailored to reward

excellent performance. Unlike a number of other companies, Constellation Energy has not been offered

or accepted any state or federal taxpayer funding. Nonetheless, in the spirit of cooperation and

openness, we have fully briefed the administration and all stakeholders on these issues. All of the

associated documentation concerning senior executive compensation is public and available on our Web

site (constellation.com). Our reporting on executive compensation is fully transparent and fully

complies with Securities and Exchange Commission guidelines.

2. BGE Rate Issues Were Addressed and Fully Resolved in the Settlement with Maryland Last Year C
¢tg2 2F GUKS IFTRYAYAAUGNIGA2yQa AaadzsSa NBElLFGS G2 aAyy
NERdzOG A 2 y &0 $NOR Nif RS/ IRBANG O2 dzy (1 &4 D¢

We find this puzzling because just last year, Governorh Q a | ighe@asettlement with Constellation
Energy that provided $187 million for rebates to BGE residential ratepayers. The 2008 agreement also
locked in an additional $346 million in rate credits and deferred the filing of additional electric rate
cases. Finally, the agreement obligated Constellation Energy to take all responsibility for the
decommissioning of the Calvert Cliffs nuclear units, which the administration has said saved customers
$1.5 billion in future costs.
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and usher in a new era of regulatory certainty. In a press release last year, the governor stated that this

settlement was worth an additional $2.0 billion to BGE customers. The 2008 settlement was negotiated
RANBOGfE gAGK GKS I20SNYy2NRa adadr¥F FyR (#& T2N¥YSN.
validity of the 1999 electricity transition to a restructured regulatory environment as a result of the

deregulation legislation.

Importantly, the agreement also amended Maryland law to ensure that a transaction like the one EDF is
proposing today could be concluded without state approval. Again, the intent of this amendment was
unequivocal and well understood by the administration and PSC.

To now condition the EDF transaction on further mandatory rate discounts would be inconsistent with

both the spirit and letter of that 2008 settlement. Moreover, it could have the effect of the unintended
consequenceof A Y ONB I & Ay 3 O2 a i af thFEPMNdansaliOn@® delay@dizatér@inatsdNB ® L
because of political conditions, it could have the ultimate effect of increasing energy bills for BGE

OdzaGi2YSNBR 0SOlIdzaS . D9Qa ONSBRAvbuldI2YRYINI Q3/dzf. D ITNIAOS o
access the capital needed to invest in new conservation and other capital programs that provide real,
GFry3aAxotsS o0SySTAada G2 .D9Qa OdaAalG2YSNAO® ¢ K8a$S LINE 3
to manage their electricity usage and lower their energy bills. Any negative impact on Constellation

EnergyQa 2NJ . D9 Q& O NXB Rtheltapitdlmériety \dlBeodarylize thd abiliEy Sodndest in 2

these much-needed programs. Thiswouldbe O2 dzy 1 SNJ (12 GKS 3I2@3SNYy2NXDa adl
conservation programs and clean energy measures that should help Marylanders better manage their

energy costs.

daly

Beyond the substantial issues related to adherence to the rule of law, a final point underscores the
troubling lack of fairness in this matter. Maryland citizens are served by several large utilities, but the
administration focuses only onone ¢BGE. . D9 Q&  NlghilySalowthbsBof Pepco and SMECO and
virtually identical to those of most other energy companies serving the majority of the state and its
citizens.

The irrefutable fact is that BGE customers do not pay rates that are above the norm. And never have.

For many years, they paid artificially low rates under mandatory price caps. BGE customers who wish to

can readily switch to a competitor, who in many cases offers discounts on the generation component of

the electricity bill of 5 percent to 10 percent below. D9 Q& { GF Yy RI NR hFFSNJ { SNBAOS
the PSC.

3. Constellation Energy is Prepared to Invest in Clean Energy Technology for Maryland ¢ Constellation
Energy agrees with the administration on the need for significant investment in clean energy sources to
LJ2 6 S NJ a & ebhBoimy. YhR @precisely the goal of the EDF investment in Constellation Energy
Nuclear Group. The EDF investment will result in a number of meaningful and tangible benefits for the
state, including:
9 The payment to the state of Maryland of more than $100 million associated with the state
income tax on the sale of the 49.99 percent interest in Calvert Cliffs to EDF.
9 The real possibility of a new nuclear unit in Calvert County
0 Anew unitin Calvert County alone would create up to 4,000 high-paying construction
jobs that will be subject to the recently signed project labor agreement
0 Create 400 direct permanent jobs
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0 Create 1,600 megawatts of new, emissions-free baseload generation, significantly
improving reliability and reducing the amount of power Maryland would have to import
0 Adding new generation capacity in Maryland and reducing reliance on electricity
imports will, over time, help lower future energy prices for Maryland business and
residential customers.
1 EDFQiavestment of $56 million in community service and educational programs throughout
Maryland, including a clean energy and environment center in Calvert County.
EDF locating its U.S. headquarters in Maryland
Helping to put Constellation Energy,2 Y S 2 F (G KS & {1 & &gositibnltoNdBes a
in more Maryland-based green energy resources such as the solar energy project our company
Ayaialff SR hardhinenthl SeBite hegdgu@rsers.
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E D Ardvestment Proposal is a Unique Economic Development Opportunity for Maryland
In the Midst of a Serious Recession

Our company strongly believes the EDF transaction is in the best interests of the state of Maryland and
its citizens, of Constellation Energy and BGE and their employees, and of BGE customers. It represents a
unique opportunity for significant investment and job creation in the midst of a serious economic
downturn. It has the potential to help a generation of Marylanders better manage their energy costs.

In an era in which the federal government is investing billions to prop up troubled companies and
sectors, EDF and Constellation Energy are proposing to invest significant private capital into new clean
energy infrastructure. Our company has established definitively in its presentation to the PSC that the
transaction would not result in EDF acquiring the power to exercise substantial influence over BGE. It is
focused exclusively on Constellation Energy Nuclear Group and has no linkage to BGE.

Throughout this process, Constellation Energy has operated in good faith and we will continue to do so.
Regulatory and political certainty is an essential precursor to meaningful investment in Maryland, not
just in the energy sector but for any private enterprise that might choose to build or relocate here and

create jobs. The pending review before the PSCmustbe3dzA RSR o6& (KA & | RYAYAa

commitments and the rule of law.

We remain confident the vitally important nuclear joint venture between Constellation Energy and EDF
will close in the third quarter of this year.
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