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BY THE BOARD'

On August 17, 2007, Atlantic City Electric Company (“Petitioner”, ‘Company”, or “ACE”), a
subsidiary of Pepco Holdings, Inc., and a public utility of the State of New Jersey, filed a petition
with the New Jersey Board of Public Utilities (‘Board”) requesting authority pursuant to N.J.S.A.
48:2-13 and N.J.S.A. 48:3-9 to continue to issue, renew or extend unsecured short-term
indebtedness (“Short-Term Debt") from time to time prior to January 1, 2010, in an aggregate
principal amount outstanding at any one time not in excess of $250 million. The Board, in its
Order in Docket No. EF05080685, authorized Petitioner to issue similar Short-Term Debt
through January 1, 2008.

The Board approved the Petitioner’s request in a Board Order dated November 29, 2007.

Condition 6 of the Board Order stated:

6. On each day where the Petitioner determines that it requires short-term funds in the
form of commercial paper, Petitioner shall first obtain competitive bids from at least two
(2) commercial paper dealers. Petitioner shall then select the bid representing the lowest
rate and best terms to Atlantic City Electric and its New Jersey ratepayers.

On December 11, 2007 ACE filed a letter motion, requesting a modification of the Board'’s Order
dated November 29, 2007, specifically requesting that Condition 6 of that Order be modified to

read as follows:
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6. On each day where the Petitioner determines that it requires short-term funds in the
form of commercial paper, Petitioner shall first use commercially reasonable efforts to
obtain competitive bids from at least two (2) commercial paper dealers. Petitioner shall
then select the bid representing the lowest rate and best terms to Atlantic City Electric
and its New Jersey ratepayers.

According to the Company’s letter motion, the Company’s concern was that, under a strict
reading of the original Condition 6, the Company would not be able to access the commercial
paper market unless and until at least two dealers were willing to bid on the commercial paper
the Company offered.

On January 9, 2008, the Division of Rate Counsel (‘Rate Counsel”) submitted a letter reply
indicated that it did not object to amending the Board Order to address the issues identified by
the Company, but conditioned its consent on the inclusion of specific requirements to ensure
that efforts were made by the Company to obtain the requested financing at the lowest cost to
ratepayers. Specifically, Rate Counsel requested that, in order to address ACE’s concerns
without adversely affecting ratepayers, Condition 6 of the November 29, 2007 Order should be
amended to read as follows:

6. On each day where the Petitioner determines that it requires short-term funds in the
form of commercial paper, Petitioner shall first use commercially reasonable efforts to
obtain competitive bids from at least three (3) commercial paper dealers. Petitioner shall
then select the bid that offers the best terms at the lowest rate to Atlantic City Electric
and its New Jersey ratepayers. Petitioner shall maintain documentation as to its efforts
to obtain competitive bids from at least three (3) commercial paper dealers. Such
documentation shall be supplied to Board Staff or Rate Counsel upon request.

In response to the Company’s request, Rate Counsel and the Company have agreed that the
Board Order be modified to include the following language:

6. On each day where the Petitioner determines that it requires short-term funds in the
form of commercial paper, Petitioner shall first use commercially reasonable efforts to
obtain competitive bids from at least three (3) commercial paper dealers. Petitioner shall
then select the bid that offers the best terms at the lowest rate to Atlantic City Electric
and its New Jersey ratepayers. Petitioner shall maintain documentation as to its efforts
to obtain competitive bids from at least three (3) commercial paper dealers. Such
documentation shall be supplied to Board Staff or Rate Counsel upon request.

The Board agrees that the Company should first use commercially reasonable efforts to obtain
competitive bids from at least three commercial paper dealers, but recognizes that there may be
times when it is not possible to obtain three bids because of the small size of the issue or for
other reasons. Given that these markets tend to be transparent, the Board believes that the
Company should be allowed to issue commercial paper when less than three bids have been
received as the market rates in such a situation are still the least costly method of raising short-
term funds.
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Therefore, the Board accepts the language change proposed by the Company and Rate
Counsel, and HEREBY ORDERS that condition No. 6 of the November 29, 2007 Order be
amended to include the following language agreed to by the Company and Rate Counsel:

6. On each day where the Petitioner determines that it requires short-term funds in the
form of commercial paper, Petitioner shall first use commercially reasonable efforts to
obtain competitive bids from at least three (3) commercial paper dealers. Petitioner shall
then select the bid that offers the best terms at the lowest rate to Atlantic City Electric
and its New Jersey ratepayers. Petitioner shall maintain documentation as to its efforts
to obtain competitive bids from at least three (3) commercial paper dealers. Such
documentation shall be supplied to Board Staff or Rate Counsel upon request.
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