SEVERANCE AGREEMENT

This Agreenent is nade the day of , by and between
Pot omac El ectric Power Conpany (the "Company") and (the
"Executive").

WHEREAS, the Conpany recogni zes the need to avoid the | oss or serious
distraction of the Executive to the detrinent of the Conpany and its
st ockhol ders during periods surroundi ng a Change in Control, when the
Executive's undivided attention and conmitnent to the needs of the Conpany are
particularly inportant; and

WHEREAS, the Executive desires to devote his or her tine and energy for
the benefit of the Conpany and its stockhol ders and not to be distracted during
the period surrounding Change in Control; and

WHEREAS, the Conpany and the Executive wi sh to achieve the foregoing
obj ectives by entering into this Severance Agreenent (or, if the Executive
previously entered into a Severance Agreenent with the Conpany, wi sh to better
achi eve the foregoing objectives by anendi ng and restating such prior Severance
Agreenment whi ch amended and restated Agreenent shall, as of the date first
above witten, supersede the prior Severance Agreenent).

NOW THEREFORE, the parties agree as foll ows:
1. Definitions
1.1 Change in Control. Change in Control shall be deened to have

occurred as of the first day that any one or nore of the follow ng conditions
shall have been satisfied:

(a) Any "Person" (other than (i) those Persons in control of
the Conpany as of the Effective Date, (ii) any person or persons acting on
behal f of the Conpany in a distribution of stock to the public, (iii) any
trustee or other fiduciary holding securities under any enpl oyee benefit plan
of the Company, or (iv) a corporation owned directly or indirectly by the
st ockhol ders (i mediately prior to such transaction) of the Conpany in
substantially the sanme proportions as their ownership of stock of the Conpany)
becones a Beneficial Omer, directly, or indirectly, of securities of the
Company representing thirty percent (30% or nore of the conbined voting power
of the Conpany's then outstanding securities; or

(b) (i) a conplete or substantial |iquidation of the
Conpany; or (ii) the sale or disposition of all or substantially all the
Conpany's assets; or (iii) a nmerger, consolidation, or reorganization of the
Conmpany with or involving any other corporation or entity, other than a nerger,
consol i dati on, or reorganization that would result in the voting securities of
the Conpany outstanding inmediately prior thereto continuing to represent
(either by remining outstanding or by being converted into voting securities
of the surviving entity) at |east seventy percent (70% of the conbined voting
power of the voting securities of the Conpany (or such surviving entity)
outstanding i medi ately after such nerger, consolidation or reorganization

In no event shall a Change in Control be deened to have occurred, with




respect to the Executive, if the Executive is part of a purchasing group which
consunmat es the Change in Control transaction. The Executive shall be deened
"part of a purchasing group" for purposes of the preceding sentence if the
Executive is an equity Executive in the purchasing conpany or group (except

for: (i) passive ownership of |ess than one percent (1% of the stock of the
pur chasi ng conpany; or (ii) ownership of equity participation in the purchasing
conpany or group which is otherw se not significant, as determ ned prior to the
Change in Control by a majority of the nonenployee continuing directors of the

Conpany) .

1.2 Qual i fying Term nation

(a) The occurrence of any one or nore of the follow ng events
within twenty-four (24) calendar nonths after a Change in Control of the
Conpany shall constitute a "Qualifying Term nation."

(i) The Conpany's involuntary termnation of the
Executive's enploynent wi thout Cause (as defined in Section 1.4);

(ii) The Executive's voluntary enploynent termnation
for Good Reason (as defined in Section 1.3);

(iii) Failure or refusal by a successor conpany to
assunme the Conpany's obligations under this Agreenent in its entirety, as
requi red by Section 9 herein; or

(iv) Commi ssi on by the Conpany, or any successor
conpany, of a material breach of any of the provisions of this Agreenent.

(b) A Qualifying Term nation also shall include an involuntary
term nation of the Executive, w thout Cause, "in contenplation of," but prior
to, a Change in Control of the Conmpany. An involuntary term nation shall be
deened to be "in contenplation of,"” a Change in Control if it occurs at any
ti me subsequent to (but in no event after) an actual Change in Control):

(i) The Board of Directors accepting, or reconmending to
the Conpany's sharehol ders the acceptance of, an offer from any Person (other
than those Persons in control of the Conpany as of the Effective Date, or other
than a trustee or other fiduciary holding securities under an enpl oyee benefit
pl an of the Conpany, or a corporation owned directly or indirectly by the
st ockhol ders of the Conpany (inmmediately prior to such transaction) in
substantially the sane proportions as their ownership of stock of the Company)
to beconme the beneficial owner, directly or indirectly, of securities of the
Company representing thirty percent (30% or nore of the conbined voting power
of the Conpany's then outstanding securities; or

(ii) The Board of Directors approving, or reconmnmending to
the Conpany's sharehol ders for approval: (a) a plan of conplete or substanti al
l'iqui dation of the Company, or (b) an agreenent for the sale or disposition of
all or substantially all of the Conmpany's assets; or (c) a nerger
consol i dati on, or reorganization of the Conpany with or involving any other
corporation or entity, other than a merger, consolidation or reorganization
that would result in the voting securities of the Conpany outstanding
imediately prior thereto continuing to represent (either by remaining
out standi ng or by being converted to voting securities of the surviving
entity), at |east seventy percent (70% of the conbined voting power of the




voting securities of the Conpany (or such surviving entity) outstanding
i medi ately after such merger, consolidation, or reorganization

(c) A Qualifying Term nation shall not include a term nation
of enploynment by reason of death, disability, or voluntary normal retirenent
(as such termis defined under the then established rules of the conpany's tax-
qualified retirenent plan), the Executive's voluntary term nation w thout Good
Reason, or the Conpany's involuntary term nation of the Executive's enpl oynent
for Cause.

1.3 Good Reason. Good Reason neans, without the Executive's express
written consent, the occurrence after or in contenplation of a Change in
Control of the conmpany, of any one or nmore of the follow ng:

(a) The assignnent to the Executive of duties materially
i nconsistent with the Executive's authorities, duties, responsibilities, and
status (including offices, title and reporting relationships) as an executive
and/ or officer of the Conpany, or a material reduction or alteration in the
nature or status of the Executive's authorities, duties, or responsibilities
fromthose in effect as of ninety (90) days prior to the Change in Control (or,
in the case of a termnation in contenplation of a Change in Control, 90 days
prior to the occurrence described in Section 1.2(b)(i) or (ii) above), unless
such act is renedied by the Conpany within 10 business days after receipt of
written notice thereof given by the Executive;

(b) A reduction by the Conpany of the Executive's base salary
in effect on the effective date of a Change in Control, or as the sane shall be
increased fromtinme to tinme, unless such reduction is less than ten percent
(10% and is either (i) replaced by an incentive opportunity equal in value; or
(ii) is consistent and proportional with an overall reduction in nmanagenent
conpensati on due to extraordi nary business conditions, including but not
limted to reduced profitability and other financial stress (i.e., the base
salary of the Executive will not be singled out for reduction in a manner
inconsistent to a reduction inposed on other executives of the Company);

(c) The relocation of the Executive's office nore than 50
mles fromthe Executive's office on the effective date of the Change in
Cont r ol

The Executive's right to term nate enpl oynent for Good
Reason shall not be affected by the Executive's incapacity due to physical or
mental illness. The Executive's continued enploynment shall not constitute
consent to, or a waiver of rights with respect to, any circunstance
constituting Good Reason herein.

1. 4. Cause. Cause shall mean the occurrence of any one or nore of the
fol | owi ng:

(a) The Executive is convicted of a felony involving nora
turpitude; or

(b) The Executive engages in conduct or activities that
constitutes disloyalty to the Company and such conduct or activities are
materially damaging to the property, business or reputation of the Conpany; or

(c) The Executive persistently fails or refuses to conply with




any witten direction of an authorized representative of the Conpany other than
a directive constituting an assignnent described in Section 1.3(a); or

(d) The Executive enbezzles or knowingly, and with intent,
nm sappropriates property of the Conpany, or unlawfully appropriates any
corporate opportunity of the Conpany.

1.5 Annual Bonus Anpunt. The average of the annual target bonuses
applicable to the Executive during the three cal endar years preceding the
cal endar year in which the Qualifying Ternination occurs.

2. Severance Paynent. Upon the occurrence of a Qualifying Term nation
with respect to the Executive, the Conpany shall pay to the Executive an anount
equal to two tinmes the Executive's annual base salary (as in effect on the date
of the Qualifying Term nation, not reduced by any reduction described in
Section 1.3(b) above) and two tines the Annual Bonus Amount. The paynent shal
be made in twenty-four (24) equal nonthly install nents beginning on the first
day of the nonth follow ng Qualifying Term nation

3. Severance Health Benefits. Upon the occurrence of a Qualifying
Term nation, and for the thirty-six (36) nonth period thereafter, the Conpany
shall provide to the Executive and Executive's fanmily nmedical, accidental death
and di smenbernment, disability and death benefits as provided to other executive
officers who remain enployed by the Conpany (or a surviving entity other than
the Conpany). The Executive shall be required to make paynents for such
coverage in the sane anpunt as is required of executive officers who remain
enpl oyed by the Conpany or a successor.

4, Code Section 280G

4.1 Reduction to Avoid Excise Tax. Notwi thstanding Sections 2 and 3
hereof, if the independent public accountants for the Conpany (the
"Accountants") deternmine that if the paynent and/or benefits to be provided
under such sections (and/or any other paynents and/or benefits provided or to
be provided to the Executive under any applicable plan, program agreenent or
arrangenment mai ntained, contributed to or entered into by the Conpany or any
group or entity whose actions result in a change of ownership or effective
control (as those terns are defined in Code Section 280G and regul ati ons
pronul gated thereunder) or any affiliate of the Conpany) (a "Paynment" or
collectively "Paynents") were provided to the Executive (x) the Executive would
incur an excise tax under Section 4999 of the Internal Revenue Code of 1986, as
anmended (the "Code") (such excise tax, together with any interest and
penalties, are hereinafter collectively referred to as the "Excise Tax"), and
(y) the net after tax benefits to the Executive attributable to the Paynments
woul d not be at |east $10,000 greater than the net after tax benefits that
woul d accrue to the Executive if the Paynents that which would otherw se cause
the Executive to be subject to the Excise Tax were not provided, the Paynents
shall be reduced so that the Paynments provided to the Executive are the
greatest (as deternined by the accountants) that may be provided wi thout any
such Paynent being subject to the Excise Tax.

(a) If the Payments are to be reduced under Section 4.1, the
Executive shall be given the opportunity to designate which Paynents shall be
reduced and in what order of priority.

(i) If the Executive receives reduced Paynents pursuant




to this Section 4.1, or if it had been determ ned that no such reduction was
required, but it nonetheless is established pursuant to the final determ nation
of a court or an Internal Revenue Service proceeding that, notw thstanding the
good faith of the Executive and the Conpany in applying the terns of this
Section 4.1, the aggregate Paynents to the Executive would result in any
Payment bei ng subject to the Excise Tax, and that a reduction pursuant to
Section 4.1 should have occurred, then the Executive shall be deened for al
purposes to have received a | oan made on the date of the receipt of the
Paynents in an anmpbunt such that, after taking into consideration such |oan, no
portion of the aggregate Paynents woul d be subject to the Excise Tax. The
Executive shall have an obligation to repay such loan to the Conpany on denand,
together with interest on such amobunt at the applicable Federal rate (as
defined in Section 1274(d) of the Code) fromthe date of the Executive's
recei pt of such loan until the date of such repaynent.

(ii) If the Executive's Paynments are reduced or are to
be reduced pursuant to this Section 4.1 above, and it is determ ned that the
Executive's Paynents were or are to be reduced pursuant to this Section 4.1 to
a greater extent than was or is necessary to avoid the Excise Tax or it is
determ ned that the Executive's Paynents should not be or should not have been
reduced pursuant to Section 4.1, then the Conpany shall pronptly pay to the
Executive the anpunt necessary so that, after such adjustnent, the Executive
wi |l have received or be entitled to receive the maxi mum paynments payabl e under
this Section without any of the Paynents being subject to the Excise Tax,
together with interest on such anmount at the applicable Federal rate (as
defined in Section 1274(d) of the Code).

4.2 G oss- Up Paynent.

(a) Anything in this Agreenent to the contrary
notwi t hstanding, if it shall be determ ned that any Paynents woul d be subject
to the Excise Tax or any interest or penalties are incurred and it is
determ ned that the Paynments should not be reduced pursuant to Section 4.1
then the Executive shall be entitled to receive an additional paynent (a
"Gross-Up Paynent") in an anobunt such that after paynent by the Executive of
all taxes (including any interest or penalties inposed with respect to such
taxes), including, without linmtation, any incone taxes (and any interest and
penalties inposed with respect thereto) and Exci se Taxes inposed upon the
Gross-Up Paynent, the Executive retains an anobunt of the Gross-Up Paynent equa
to the Excise Tax inposed upon the Paynents.

(b) All determnations required to be made under this Section
4.2, including whether and when a Gross-Up Paynent is required and the anount
of such G oss-up Paynent and the assunptions to be utilized in arriving at such
deternmination, shall be made by the Conpany's Accountants, who shall provide
detail ed supporting calculations both to the Conpany and the Executive within
15 busi ness days of the receipt of notice fromthe Executive that there has
been a Paynent, or such earlier tinme as is requested by the Conpany. All fees
and expenses of the Accountants shall be borne solely by the Conpany. Any
Gross-Up Paynent as determ ned pursuant to this Section 4.2 shall be paid by
the Conpany to the Executive within five days of the receipt of the
Accountants' determ nation. Any determ nation by the Accountants shall be
bi ndi ng upon the Conmpany and the Executive. As a result of the uncertainty in
the application of Sections 280G and 4999 of the Code, at the tinme of the
initial determ nation by the Accountants hereunder, it is possible that G oss-
Up Paynments which will not have been nmde by the Conpany shoul d have been made




("Underpaynent") consistent with the calculations required to be nmde
hereunder. In the event that the Conpany exhausts its renedies pursuant to
Section 4.2(c) and the Executive thereafter is required to nmake a paynent of
any Excise Tax, the Accountants shall deternine the ampbunt of the Underpaynent
that has occurred and any such Underpayment shall be pronptly paid by the
Conmpany to or for the benefit of the Executive.

(c) The Executive shall notify the Conpany in witing of any
claimby the Internal Revenue Service that, if successful, would require the
paynment by the Conpany of the Gross-Up Paynent. Such notification shall be
given as soon as practicable but no |later than ten business days after the
Executive is informed in witing of such claimand shall apprise the Conpany of
the nature of such claimand the date on which such claimis requested to be
pai d. The Executive shall not pay such claimprior to the expiration of the 30-
day period following the date on which it gives such notice to the Conpany (or
such shorter period ending on the date that any paynment of taxes with respect
to such claimis due). If the Conpany notifies the Executive in witing prior
to the expiration of such period that it desires to contest such claim the
Executive shall:

(i) gi ve the Conpany any information reasonably
requested by the Conpany relating to such claim

(ii) take such action in connection with contesting
such cl aim as the Conpany shall reasonably request in witing fromtinme to
time, including, without linmtation, accepting |egal representation with
respect to such claimby an attorney reasonably selected by the Conpany,

(iii) cooperate with the Conpany in good faith in order
effectively to contest such claim and

(iv) permt the Conpany to participate in any
proceedi ngs relating to such claim

Provi ded, however, that the Conpany shall bear and pay directly al
costs and expenses (including additional interest and penalties) incurred in
connection with such contest and shall indemify and hold the Executive
harm ess, on an after-tax basis, for any Excise Tax or inconme tax (including
interest and penalties with respect thereto) inposed as a result of such
representation and paynent of costs and expenses. Wthout limtation on the
foregoing provisions of this Section 4.2, the Conpany shall control al
proceedi ngs taken in connection with such contest and, at its sole option, may
pursue or forego any and all administrative appeals, proceedings, hearings and
conferences with the taxing authority in respect of such claimand may, at its
sol e option, either direct the Executive to pay the tax clainmed and sue for a
refund or contest the claimin any permn ssible manner, and the Executive agrees
to prosecute such contest to a determ nation before any adm nistrative
tribunal, in a court of initial jurisdiction and in one or nore appellate
courts, as the Conpany shall determine; PROVIDED, further, that if the Conpany
directs the Executive to pay such claimand sue for a refund, the Conpany shal
advance the amount of such payment to the Executive, on an interest-free basis
and shall indemify and hold the Executive harm ess, on an after-tax basis,
fromany Excise Tax or incone tax (including interest or penalties with respect
thereto) inposed with respect to such advance or with respect to any inputed
incone with respect to such advance; and PROVI DED, further, that any extension
of the statute of linitations relating to paynent of taxes for the taxable year




of the Executive with respect to which such contested amobunt is clained to be
due is limted solely to such contested anpunt. Furthernore, the Conpany's
control of the contest shall be linmted to issues with respect to which a
Gross-Up Paynent woul d be payabl e hereunder and the Executive shall be entitled
to settle or contest, as the case may be any other issue raised by the Interna
Revenue Service or any other taxing authority.

(d) If, after the receipt by the Executive of an anopunt
advanced by the Conpany pursuant to Section 4.2(c), the Executive becones
entitled to receive any refund with respect to such claim the Executive shal
(subject to the Conpany's conpliance with the requirenents of Section 4.2)
pronptly pay to the Conpany the amobunt of such refund (together with any
interest paid or credited thereon after taxes applicable thereto). If after the
recei pt by the Executive of an anpunt advanced by the Conpany pursuant to
Section 4.2, a determ nation is nade that the Executive shall not be entitled
to any refund with respect to such claimand the Conpany does not notify the
Executive in witing of its intent to contest such denial of refund prior to
the expiration of 30 days after such determnination, then such advance shall be
forgiven and shall not be required to be repaid and the ampbunt of such advance
shall offset, to the extent thereof, the ambunt of Gross-Up Paynent required to
be paid.

5. Termination of Agreenent. This Agreement shall continue until and
termnate three (3) years fromthe date first set forth above; provided,
however, that this Agreenent shall be renewed automatically for subsequent
three-year periods unless notified by the Chief Executive Oficer at |east six
(6) nonths prior to the end of the first three-year period or of any subsequent
three-year period, that this Agreenment shall not be renewed. Further, if a
Change in Control occurs during the termof this Agreenment, this Agreenent
shall continue until the Conpany or its successor shall have fully perforned
all of its obligations thereunder with respect to the Executive, with no future
performance bei ng possible.

6. Amendnent of Agreement. Subject to the provisions of Section 5,
this Agreenent nmay not be anmended in any nmanner which has a significant adverse
effect on the rights of the Executive without the witten consent of such
Executive. Notwi thstanding the foregoing, upon the occurrence of a Change in
Control, this Agreenment may not be anended in any respect without the witten
consent of the Executive.

7. Construction. \Wherever any words are used herein in the masculine
gender they shall be construed as though they were also used in the feninine
gender in all cases where they would so apply, and wherever any words are used
herein in the singular form they shall be construed as though they were al so
used in the plural formin all cases where they would so apply.

8. Governing Law. This Agreenent shall be governed by the | aws of the
District of Colunbia.

9. Successors and Assigns. This Agreement shall be binding upon the
Conmpany and any assi gnee or successor in interest to the Conpany.

10. Di spute Resol ution and Noti ce.

10.1 Di spute Resol ution




(a) Any good faith dispute or controversy arising under or
in connection with this Agreenent shall be settled by binding arbitration. Such
proceedi ng shall be conducted by final and binding arbitration before a single
arbitrator mutually acceptable to both the Conpany and the Executive, in
accordance with the rules of, and under the adnministration of the Center for
Publ i ¢ Resources, in New York.

(b) Al'l reasonable costs and expenses arising out of such
arbitration proceedi ngs shall be borne by the Conpany. The Conpany shall in al
events also pay its own costs (including its attorneys' fees) incurred in
connection with such arbitration and, if Executive shall prevail on any issue
that is nmaterial to the resolution of the dispute before the arbitrator, the
Conmpany shall al so pay or reinburse Executive for his expenses incurred in
connection with the arbitration (including, without linmtation, his reasonable
attorneys' fees).

10. 2 Noti ce. Any notices, requests, demands, or other comunications
provided for by this Agreenment shall be sufficient if in witing and if sent by
registered or certified maiil to the Executive at the |ast address he has filed
inwiting with the Conpany, or in the case of the Conpany, to its principa
of fices.

POTOVAC ELECTRI C POAER COVPANY

By:

" COVPANY"

"EXECUTI VE"




