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Item 1.01 Entry Into a Material Definitive Agreement. 

           On December 13, 2005, Potomac Electric Power Company (“Pepco”), a subsidiary of 
Pepco Holdings, Inc. ("PHI"), agreed to sell an allowed claim (the "Claim") in the Mirant 
Corporation bankruptcy proceeding in the amount of $105.0 million, plus accrued interest, 
to Deutsche Bank Securities, Inc. for a cash payment of $112.4 million. 

           The Claim arose from a settlement reached between Pepco and Mirant to avoid the 
rejection by Mirant in the bankruptcy proceeding of the Transition Power Agreements 
("TPAs") between Pepco and Mirant, under which Mirant was obligated to provide power 
for Pepco’s Standard Offer Service ("SOS") obligations during the rate cap periods 
immediately following deregulation in Maryland and the District of Columbia.  Based on 
the settlements related to deregulation in both jurisdictions, Pepco shared with customers 
the profits from the provision of SOS during the rate cap periods.  The amounts recovered 
from the sale of the Claim will be included in the calculations of the amounts to be shared 
with customers in both jurisdictions.  Based on the sharing formulas in each jurisdiction, 
Pepco anticipates that customers will receive $40 million to $50 million of the $112.4 
million cash payment to be received by Pepco. 

           The Claim was not recorded in Pepco’s historical financial statements as it 
represented a contingent gain.  Pepco is currently finalizing the accounting treatment related 
to the sale of the Claim.  Pepco expects the proceeds from the sale of the Claim to be 
received in December 2005.  Pepco intends to use the proceeds, net of the customer sharing 
amount and net of applicable taxes, for general corporate purposes. 

           In the ordinary course of business, affiliates of Deutsche Bank Securities, Inc. have 
from time to time performed and may in the future perform various commercial banking and 
investment banking services for PHI, Pepco and their affiliates, for which Deutsche Bank 
Securities, Inc. received or will receive customary fees. 

Item 9.01 Financial Statements and Exhibits. 

 (c)   Exhibits 

 The following exhibits are filed herewith: 

 Exhibit No. Description of Exhibit 

     10 Form of Assignment of Claim 
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