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Other Events.

On December 19, 2005, Pepco Holdings, Inc. ("PHI™) and its subsidiary, Potomac
Electric Power Company's ("Pepco") each filed a Form 8-K disclosing that on December 13,
2005, Pepco agreed to sell an allowed claim (the "Claim™) in the Mirant Corporation
("Mirant™) bankruptcy in the amount of $105.0 million, plus accrued interest, to Deutsche
Bank Securities, Inc. ("Deutsche Bank™) 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
of Transition Power Agreements 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. The proceeds were received from Deutsche Bank on December 22, 2005.

The proceeds will be included in the calculations of the amount of profits relating to
the provision of SOS in Maryland and the District of Columbia that Pepco is required to
share with its customers in the respective jurisdictions. Pepco plans to file its calculations in
both jurisdictions in January 2006 and anticipates that the customer sharing process, which
will be achieved through the customers' bills, will take place over a 12 month period
beginning in March 2006, subject to the approval of the respective Commissions. Based on
the sharing formulas in each jurisdiction, Pepco expects that customers will receive
approximately $42 million of the $112.4 million of proceeds. The remaining amount of
approximately $70 million (approximately $42 million after tax) will be recorded as an
operating gain by Pepco in its results for the fourth quarter of 2005.
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