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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance
Sheet Arrangement of a Registrant.

On March 9, 2010, Atlantic City Electric Company (the “Company’) completed the resale of
$23,150,000 in aggregate principal amount of The Pollution Control Financing Authority of Salem County
Pollution Control Revenue Refunding Bonds (Atlantic City Electric Company Project) Series 2004A due
June 1, 2029 (the “Bonds”). The Bonds bear interest at the fixed rate of 4.875% per annum, payable each
March 1 and September 1, commencing September 1, 2010. Beginning on March 9, 2020, the Bonds are
subject to optional redemption at the direction of the Company, in whole or in part, at a redemption price
equal to 100% of the principal amount, plus accrued interest, if any, to the redemption date. The Company
intends to use the proceeds for general corporate purposes.

The Bonds initially were issued and sold by The Pollution Control Financing Authority of Salem
County, New Jersey (the “Authority””) on August 20, 2004, pursuant to a Trust Indenture, dated as of
August 1, 2004, between the Authority and The Bank of New York Mellon (formerly known as The Bank
of New York), as trustee (the “Bond Trustee”) (the “Original Indenture” and as amended and
supplemented, the “Indenture”). The Company received the proceeds from the issuance of the Bonds
pursuant to a Loan Agreement, dated as of August 1, 2004, as amended, between the Authority and the
Company and used such proceeds to refund certain bonds previously issued to refinance a portion of the
costs of acquiring and constructing certain air or water pollution control and sewage or solid waste disposal
facilities. At the time the Company repurchased the Bonds in 2008, due to disruption in the market for
auction rate securities, the interest rate was changed to a weekly rate. Prior to the resale of the Bonds, the
interest rate on the Bonds was changed from a weekly rate to a fixed rate to maturity. While the Bonds were
held by the Company, they remained outstanding as a contractual matter, but were considered extinguished
for accounting purposes. Accordingly, the resale of the Bonds by the Company will be recorded as a
long-term debt on the Company’s balance sheet.

The payment of principal and interest on the Bonds is secured by $23,150,000 principal amount of
Senior Notes, Salem Series 2004A due June 1, 2029 (the “Senior Notes™) issued under an Indenture (for
Senior Debt Securities), dated as of April 1, 2004, as amended, between the Company and The Bank of
New York Mellon (formerly known as The Bank of New York), as trustee (the “Note Trustee”), which
Senior Notes have interest and redemption provisions corresponding to those of the Bonds. The Senior
Notes are secured by an equal principal amount of the Company’s First Mortgage Bonds, Salem Collateral
Series 2004A due June 1, 2029 (the “Collateral Bonds™) issued to the Note Trustee pursuant to and secured
by the Company’s Mortgage and Deed of Trust, dated January 15, 1937, to The Bank of New York Mellon
(successor to Irving Trust Company), as trustee, as supplemented and amended including pursuant to the
Supplemental Indenture, dated as of August 10, 2004, relating to the issuance of the Collateral Bonds.

The Bonds were resold by the Company pursuant to a Reoffering Agreement, dated March 3, 2010
(the “Reoffering Agreement”), with Morgan Stanley & Co. Incorporated, as remarketing agent under the
Indenture, and Morgan Stanley & Co. Incorporated and SunTrust Robinson Humphrey, Inc., as
underwriters (collectively, the “Underwriters”). The Underwriters or their affiliates have provided
investment or commercial banking services to the Company and its affiliates, including as an underwriter of
their securities, in the past and are likely to do so in the future. They receive customary fees and
commissions for these services.

The Reoffering Agreement is filed herewith as Exhibit 1.1.
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